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ECONOMIC STRUJCTURAL ADJUSTMENT PROGRAM II ESA II) 

~FRGRENADA,' 1987 

SUMMARY -,-ti. 'FEOtMENDTI-ONSI 

V~A. 
 -Recommendation
 

Werecommend' that' the 'missin Die~r"ROC uhrz nEooi 
Supr FudGatoL50mlinto Grenada. The Grantee will be II-he 
Goenetolrnd GG actin~g through the Ministry ofFnne 

v Planingi Trade and 4rndustria1'Devlpet RD~ cnept paper~ I~ 7 
4 recommended delegat-ion of auLhority, Ito the Mission Di2,rpctor, RDQ/C, to 

approve the Program.ASStSt~ac roAb authortize an ~, 
Economic Support 'Fund Grant,. of 5.0O mill1ion, to Grenada. Annex: A 
incorporates app'roval ofE this recommendation.by rAID/W i~nto- Lhe. PAAD. 

~Ki~B.~A'X Program Summary
 

A TA 
In late 1986, the GdG began tedvlpeto 1utdnrfne 

~j ~ medium-term'structural adjustment program, a key Co Lhe successful i"' 

implementation' ofhich.,is greatly impcoved publi'v. savings.'. RDO4/C ,. 

Sproposes to support the developmntof Lhis' 'program by Einancing $5 O4
mll1oiiof~ieEtsc~gab~oghtabout.in part byheGG'snial

'~implemnttinstep's''oC thisproqram. A major L~4ax ceform program, j n'~ 7 
Sp'lace in 1986, resulted inha~simplfi~icaL nbtereeu sys~vte and ao 
tax structure LthaL grea.tly educed ficldsnel e L rvtesc[o

prodctie At ameLme, was that level~ati'it-y, he tL rec'ognized theof ~ 4suppoL.ed, frcom domest ic. revenues~ was ohg~~ 

SI---The GOG in 1987' began, a fiscaly, prudenIL clvtilservice retrenchmnent 
program to pare the-size, of',the'il service san'd ,Lheey~en~ 

sigicantredctini pr-ubivc sector recurrent- spending. The most4&
vi'able ~approach to longer''Lerm expnd[urereducLovis-.the~CrerenchmenIL 

~ ~'y~rprogram;' but the Lnitil finanil costs of Lhis ret .renchnienL programlr4 
primarily i~n severac pay'mentls,?wl eceeUe xpenire rpduchion Lfl 

L heEjSLyear. Condit-ionalilty at~ached Lo 1-e proraasistnc
pooein this PAAD Wi1lit (a)' 'encorg gIassproceedsoanto'wilj- he % 
cvlservice retr en c hmeInLtprogram nr (b) enorg GGtoP~'' 

into aWfoma medum-'m sructual adjIGLment* proaram,~~ "' 

4-

'j 
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II. BACKGROUND
 

Between the October 1983 intervention and the end of the second quarter
 
of FY1987, A.I.D. obligated and disbursed US 21 million in budgetary
 

support to the GOG (see Table 1), In addition, over US$50 million in
 

project assistance was disbursed in that. period, in bilateral projects
 

alone. In the same period, Grenada's GDP totalled just over US 300
 
million, implying that A.I.D.'s tctal assistance (including regional
 

projects) das equivalent to about: one-fourth of GDP. That total
 
assistance level was also equivalent to about forty percent of overall
 

GOG spending in the same period.
 

Table 1. AID's BiLalerdl Project- and Non-Project Assistance to Grenada*
 

(US$ 	'000)
 

JOliqt ions Disbursements 

Project Non-Pro ject. Project Non-Project 

FY 1984 39, 166 10,000 11,627 7,000 

FY 1985 8,124 3,000 19,789 4,500 

FY L986 2,162 6,000 15,817 7,500 
FY 1987*k 2,000 2,000 

rOTbL 21,000 21,000 

rhis resource inpdt has resulted in nan/ changes in Grenada. Considering 

only the effect s of .he non-project .assistance, the JS$2l million in 

budgetary support has3 e-ncouraged l.he COG t.o make a broad range of policy 

-hanges. The majocity of l.hose changes are iiscussed in detail in t.he 

project paper for Economiic St ruct.ural Adjust vent Program i (ESAP I; 
538-0156), and ire not 1,--.iled h,2re. rhe actions laken by t.he GOG in 
1984-86 covered Ihe foI)wing iceas: fiscal reform, foreign exchange 

controls, fiscal inc ;n iVOs, iii erest rate controls, price controls, 
import monopolisi ind Iic-nsing, and i)r ivat izal. on of .gricultural and 

non-airicult. ur a I-t s; , ; . A Lthoi,- h not aii lh recommended policy chaij is 

ere complelted to All)' s .sa1 i ,[.ct ion, it is fair to say t-hat the polic/ 

environment. a: )fcon-j one increasingly support iye of an expoort-Orien.el, 
pr i vat.,e ent -r:. r i.;,- Ir t , n econom/. 

,.he primary goal;.; ' ;AP I (.he oosl recent. budget-ary support- program 
for renada, 4hich .4a; 1s3jurst!,] in the Lat.t :r nalf o[ FY 1986 and the 
beginning of FY 1987) were to: 

(a) 	ensuce .he tIoely implementalion of fiscal reforms and support 
t.he t.emporar/ revenue short alI associated wt.h tine reforms; 

(b) 	 encourage l.he COG to begin negot,iations to develop a medium-term 
st ruclural adjust-ment progra;p under the TCG ( " ighter" 
consultal. ive Irotip) mechani sin. 

The ESAP I program gen.:rall/ achieved Ihese goals and the COG continues
 

to work on addit ional t.asKs rel atd t.o them. 

*Excludes Grenada componen.s of RDO/C's regional project portfolio. 
*First half fiscal year onl.
 

http:expoort-Orien.el
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-III. PROGRA'M aATIONALE 


A.-.,ueof 'the'E'c6oi P~r blem
 

e oermnIf rna~~O) hsbeen-;ena~q ed fo~r tzhe 'asL ~ee yers 

eeies- - o 1~ rasbre h~.ic-nweprepaedcorconsi-der,
 
s'erisofUSG~ budgetary'su1pport progam. I snw:rpr'"o cni
 

a mul1 donor-funded, donor-approved programi Loprovide a,framework for,
 
Sstruictural adjustm~ent in the 1987~9 'ro.Ve 1 ses ae by L,
 
coLer the range of-e conomic policy changes, ras discussed above inSeci ion ,
 

I~ASone tfhe most. significant. of~those past measures, he GOG- carried 
'~out 'Adrastic ~reform in its~tx~syst~em, a-,reforia-' hich ended upcostilg1~
 

.'.'the 
GOG about EC$15 million, in revenues in 1986,,the. ~irst- year. (CThe1 

"costs" of such a program aremkdefined-as tzhe difference betwqeen wha~ 
.. total revenues would have been in the. absence- ofj reem and what [ot~1a 

actual~ly t~urned. out, Lto.be.) Mission, and :otherlobservers ~§ ~ .. 

:anticipate that' in the second year, 'che costs will; 'be far lower~ta in4'lI-;J~ 
;"--revenues 

19861 and will turn Lo benefits, from the standpoilt of th min str
 

~Finance, by 1988 or 1989. ~
 
- I 

importa~tobjective~offth6 revenue reforms in Grenada,.was to implement. 
~I-revenuea structuareAhat~provide-d the max imum'. in,.-incent ves Lo prouc- r 

II~> -~An 

I 

4Iinth smls possible manner, while allowing the-Governmet:Lto-obtain 

1a areasoalDe level of revenues., In that, regar'd, the reucorm's were
 

-~ ~ ~ ~ - I ~~ nieu>osvrlyby''-~ i7uJ>'~iIK4I ,ajtmtoreedIy re,u6cing aggregate demand 
(to cqmpensate.',for the 'decrease: in ireveniOes ) e4~;A4qlshn exe- dte t.h&IKl 

dlectedLoAIcnnmenfllIfl..f oig ±na-- GOG by ombinat ion- of d~nsi bo 

external3)budgetary grants, and, increases in.arrears.;14
 

-The GO& ente'red 198 wit Lhpopc of an imedn strucural-, 4 1 . -w ~ 
a justmenL program and ~with the knowledge 1-hatL U! mustSces~ul
 
-ipeetfsa ,qaiia~n measures if~struol-ural' adjustm~ent. were-to 
 I. 

-<~lI
--- ~ ,,,be effective', As,.it had1 in itLs 1986:,budg~jt*he GOG, again made provtipin 
1 

1 
~for~ a-5pecn reuLLnIn Lh ie of the ii sev.,. rhi 

re~renchmerit. program would in' fact4 ncrse 1987'outlyS,~but wou Ltd 
resultI illa substantial savings, in recur rent spendi.ng in 1988------nd. 
If carried out,'t~he retrenchment wo4uld-beLter 'Itnablc '-he;AGOG to increas~e- -2-

Sthe level of, public savings 5aid 1-o reduc J~,f nrii a o
easures, the 
.fiscaln1 Tae Lco~toe r with d~smh mo~e 

expenditure l'evelq wopld. h-acrease Grenadas. financial.- . I .reduced 

self-sufficiency and crediIworLhiness. Troassist th~e GOG in2 11L~ 


t~~2adjustment ,program, the 4donorssIin~n to pr~d efomneLe
 

I 

',4- ugear support over the period beLween 19B7,and 1990. 

- hpseii 
inter ests- cf A.D. in1 terms 1of s~utua aduteteasures, -ace 
pravde e,elow in Sec9ions IV 4and below., Whrl those masrs c 

imnportant, the mot1 imei proble~lain Lh GG isLo. L~abi' Le -n
ep4aration for hat 1 roqram, Atogh,ecren revenues- ar expecteed
 

to'incre~ase by iiearly 20~ep~t h-~ B7Le'GOG' xec~ nearl, .5

~The de~ails of the overall adutmn prga, ,ela 


811
percen~t icrease) expend{[-uresI e 41 e.hher "f he GOGAi-to 
meet -all Its obl'ain. h ne- inrease. in rec rrenU spen dng', ill be

a ou8 p rc'et -wo-third -. s i ahe Jne-Lie-
Ltudncy payent -,,elaed-otr -- renheC,: Curen :aforizaV o*0 

http:spendi.ng


--

7-, ._ on debt' -in 1987;l(excluding F,aymenu9 domesbic;,and ,exLernal 
recae onarea ,actual :1986 payments", are' nearly' twice 'as 

great. Fur t hermore -the"GOG ha s budgeted -for!an arrear' -rduction 
prgrm i 9 compared L L e~build- ta ac uallyoccur~r~ n18 
196 -WdGe eP. cc~heesfin 


compared with 1986.
 

capit~al formation e.,P" 
consEruc t on pluis coutrpr cotiutinto door-fundeprojects),.the 
GGplans to; borrowdmsial.T cove~r prini l pajohts (EC 

To, cov~er -ts local 0 domestically financed 

'18~
 
'lio',arrear' reuti' (E ilo) n-~ eurn deficit 

(EC2millin by heGOG's account n EC$8 . illionWby7 urs), Lbe GOG~ 
mnust seek financin~g~. Th~MFand 'IBRas pare14trard3inya f h TCGT 

~ ar~repa~'d ~ buc mi:o in 1987.~ The bal2ance~~Q~ 
(EC$25%imillion7 toEJ milon us.b covered'note ways~. 

The proposed UJSG program for Greunada would contributel"EC$1,3.5r Mnillion 
and
adedLotheEC7niillion~of.'upporL'by :the IMF-and'.IBRD,l would 

permiL the GOGto cdover (a)i)' lanned EC2 n nrcren deficit,. 
S(b) all its, arrears~ excluding those onldebt. Lo4Libya and the,,GDR-, and 1(c) 
all current 'principal1."payments "with:, the exce-ption df;o the 4 1; mil Iion-~ 

"idue'.to4 [ibya -andthe GDR Implicitly, Itherefore, the GOGp would have, to
 
~dwaysrLo cover~ .(a) the-likely'additional E 6mlinoi eurn
 

deficit-and (b) its ~C 4milin in prin pal-payments to LibyaL and thet'---W

'Th proposed USG support,would, also permit- the GOG to czarry, out- its 
'441 

4-retrenchment 'program,4Lhe Ln,etcost o~f which, is,approx.imatelyE$milo 
1987. 'ItIWould'),per miL the GOG t'o co ver tIsplan_ned recurrenit 

expendittres, assuming that recurrent revenuas reach'heplnd level.- >-

- ''in 

If the e8420. 5):mil lion, in budgetaryi support ,lsimade available in 1l987, a"'K, 
condition of lt~s release will be a COG commitment-{o ,atLhree-year,: 

~program,, an important element7 -WhIch'will ibe fiscal prdne.I h 
-- <K~ - ieyLb emoedCOGan, dexpenditures in1988-90 Lathel~es 


-An r.La J~reya_:.r~ Lhe.'reqiiired 'amoun ,ofbug ar-suport wilt. 
'fbe~re6cdyer-on-aear over Oat period.: If th~e GOGca niiu& to 
-~~'contain; expenditures (lpgl y odigLe4age bill constant) beyond .77 

t~-jhat period, there should be no need rfor budgetary nupporL beginning in 

B ofa -Three-Year~ Structu ral Adju3tment IProgram.B'U-"ObjecLi'Ves' 

requiest by Lh'- OEC§! st~atstothe CCED (Caribbenl:Gru [o Coprt-o 

in Economic DevelopmenL) donors that a pool of non-projecL asan a. 
funds be provided toassist the'QECS sta~es'in mieeLing,(at) capita'l 
fbrmat i'n coun~erp'arlt ost-.'sand (b)debtservice requ~irements. 'he CGCED"" 
donors~ erejunable lega2lly to provide a~hpool, of 'fund's, ,and,Lh Zorld. 

*Bank count rproposal was t{WaL available program assistan""e (such a~s IBRD 
 -

SAC7SAL -funds, 14F- SAF fund E.unds, ad: available byt e CB 
blatera bug~r sup o'-rt f nrds f roM A,ID. b~e -prov ded Lo i"d1id a 

s 'Qe-.;n-a Lf'cae--case basis te.s atejn'questio a greed toa, 
m-.d -Lerm r tIaia'sme program ha~p~ g am, Wa ~e 

atp r1 the basiSPce PFP 1 ork aper') hich- s S c a 
A aPa en - do- mn , -e'CG idea-as, to g ed r 

http:contributel"EC$1,3.5r


.0 ehern o cosultt ive group th~at 'was tighter h, h eua 

CGCED subgroup session, :in a te eii 
a.g;ee to a more co e e'n program thnms in qu~etiLonswboupd av

anderte 	 tosbr

sins, si itathedonors. would be, expected to make' the r~esources 
ey.,p v-dd onformto -that rogram!.srequrements) -

InSpembe 986, the GaG, reques ed, th'atheIRante IMP' ac'celerat e 
plans to' 'carry, out the analy'siis thaL led toTG yeEndnfo hs 
institut ions. The~mltilateras acceded 'to this request buti indicated 
Lhat'Lo carry ou the analysis, LhBRD would require techinicalr 

2
assist'ance from Lhe donors ti g Loe~ratemt nlz 
''jGren'ada's PSIP (public s~~o inetetpora.I oebr18,a 
AI-uddta are u rlmnr analysi's of Lhe P,~~Eoblowed byUI~~ 

conuren IBDadIFmsiosi eebr The IBRD -mission was E0o . 
copet he 'PSIP work'begun by Lhe Novem~ber tean,. The IMF miss~ion was 

totk peiiary<.look-a th4ic iuation. BQ~h teams~ poLed ~~ 
tha Lhy'~6rbbe _C'arry: their analyses as.-Ear, as they had hoped~4-''
beas,,h G' ant o,1~ ua to' d fiscal rojecLions 'for 7unable oiscuss 
19BW8k9011 but wasunable ' o discuss any details 6fE the 1987 budget.. ~ 

In March1987, both the IBR.D and Lhe IM0. re~redt Grenada wiLh 
miis t1n .T , BRD mssion 'wascharaccerizedo further tealy 	 asI 

a "reappaialmis.3ibni"todsuswiLh~the .GOG' not Only Lthe 1987-9
 
~X)Psip, but,.also the general' economic pol'ic'y framework. Trhe IMF miso
 

combinedAfilascheduled'Ari .eIV_'consultat_ wtthfurthheon discussions 
w4~~ f isclal foith~the' GOG on .Lhe.1987 sitUaion andpoject.ons 
E1tre A the end of Lhelr' mis'slons,, both the I'8RD and LeIFare 

~~tturn Lt th~.Fare 
~ that they would,:reun to WashingLon o draft the PFP 4~hich Le woul 

A.1 	 reviirri to (,Aenada in 1aLP,,JulyLo' n'g~ite BoLh agreed that: t e,.o * 

~missi'ons in Grenada had been fruit-lu1.
 

'~ The 1ite. 1986 JIBRD _and im4P missions to Grenadal~each providedLhe COG, at.~4 
telatter Is,request,.a dcme. describing' 'the' ,m 1.ilatera ls.'vLes of 

thepolcysitaton n'Grenada.: The, short~IM. do~~umenL,.which Lhe
~ 	 Novemnber, 1986 :itF mission prepared iatLhe GOG's. reque,31t, notedj~W'lK 

premnet orbe of Lhe publi6 'f'in'anes anid urged tLhe COG to Iae -~ 

~ actionjnimmediately.' Not ing~LaLthee was undesirable EorLiIAhe GOG to 
signiicanlyinreas~thetax '6rd-n onLhe cnmte14 ~tdLa 

~adjstnt~ must come. on the,,exp'endit'ure side. The FfuteurdLh 

- * ~ -GO Gtorefraini Erbn wage inc r"eases (not., Lrghelp keepfurthy L. 
-e4xpenditures,A but alo oenoraete onlya eohelp~o ine dwgeret~rt 

SI 

-

Lto ipoeGrenada's conipeiLL'veness, and urged the CGOG Lo 'ser~ously4 
undertakeretrenchment.U  411J 

1eerEonLeTR
'he IBRD''docuiment, a more formal pic apeddL 
jto t he 1Prime Mnsepuor to s~nuarize~h "poisioal [indiK! 
of the, mission.k Tht' Joume f idd sixo secl..Lons. 

(1)~ the fiscal si'bLi 4' 112i 

(2)the 'Govecnrnent-)Ys 	 vs 
t~1 Lhe-sf~or'generaleeonomic obfjctV- ~ 

( 4 ea~r -o nhaceGrenada's-ctompLL ens s,
g4eneral nar4 tn en a, 


~5) longer-Lerm devel'opm~eL ; 1 rategy; an
 
-6)secoad prir c-a, 
 1 



The mission cnirred bwith the Government's eea cor o bet~e 
"reducing the- currently excessie sze of governmeithj significantly
redluciig the numnber~of public mployees; enhan~cing Grenadian 
rediittworthiness bysbt iall euigo-lmntigdb

ae*vf( provdn~up encouragement--to".'privaterrears; Y 

serviesmn and~ nd prmoting: or
proution acniatngrding 

adturism~exports ." 

P~he IBRD document pointed out that Grenada rius in he-longer-Lerm 
icrease itslevel of domesLic savings, includingpuli'savings, and qp 

t it us cptl particularlythat supplement this with foreign prvt 
Sbecause 
 P ~apoears that: the rnosL recent levels of public assistance: Will 

Sfall somewhat.: The IBRD also encouragedh Governent to im~prove its~r 
Soverall planning capab'ility and to upgrade its. :u~csector investmient ~~ 
S programming,abilit ies. '/ K>q

i documents the and provide with good~oth (from It4F IBRD) Lhe GOG a 

~*vypreview of-the areaL, of F1aostance that'will be covered in -the.PFP. In
 

Sorderl to further clar-i't yLhese areas and Lo be even more specific, the
 
IMF in Marchi left Withl~he GOG ~a draft document ent itled "Grenada: 
Tentai)Smayo Policies, to be Discussed Further~in Preparation of 
the Structural Ad)astmenL Program for 1987-90." The "Tentative Summary", 
covers Lhe fol 5 .inrgpolicyt areas:
 

(1 fiscal policy;
 
(2) 'public enterprises 'an~d statutory bodies,,< Ky~ 

w -(3 -spub&'c sector investment. program; 
(4) banking secLorj 
 5 

~~ (5) 	 sectoral polic'ies; 5, 

(6), debt1 management;
 
-,-(7) exchange rate, and K--,5
 

rd(p8) statistical information. 
 -5 

ner these eigft headings 5appea,, thirty-plus 5policy actions, the, 
relevant policy objec1tive for each, and the ycar or r-years'in which each1 S
 

ois txL~dtake place. ,5 

~in mis'slon's discuss ions th n heI'1,j nhseclearIiith O ot 

that although maryof these actions prescribedhby heIM4P~will no'S5
 

47:-controverial, there.-are several Eha t will be uo. As an. exampl.e5 of, the-~- j1 ' 

40rerpercl- ofhhh s-h agre heG hold more-M nhesLO that -shou Id nio 

Lhn'0prcn f .eshrs i h National Comme r(7i~al,I ank an~d the
 

-"sGreniada Bank of Commerce. 10n the oLher hand,~theIMF believes th'at the 
ISSGOG sihou ' d ma nt~a n a flat nominal," wage~ bill1 to 199jand, 1990, based upon 

helevel in ,1988', but the G06 believes tEhathis level, should be 
permit-ed 0o~s at tAhe same rate as recurent revenues. C 

<C. AID's Policy Agenda5 [or Gena> 	 -'555a 

Y: 	 At a CGCEDExp-andd S'Le,)ri Co nii Iee~reeng convened in Grnd n 1 
may.187, te BRD ~sol. cited from he donors 'Lhir vie~s o rnd' 

policy tramiework, in rc."ponse to a request-from Lhe,'bilata2donrsrthatC 
Lh-rves b eleted in the fotcmn olicy framewrk paper.

~RD/c s sent a le~rL h 13RD Whc sa xaddvrino h 
lloqng	 

5' S ~ 	 S X 

I 

http:exampl.e5


R4 W, -

First, the USG believes~that the Governmnent of Grenada miust improve i Ls 
abiVlity, to finance its ownr.:.ecurrent programs,, cover its debt, rerayment5,~ 
and coi ribute to 'aportion- 6f itscapitalomto 'requirenien's., The % 

LeU. 
believes- tLth~-oa-ul-eat least-a992-,-oal-ofany-,-s Lt'u 
ad'justment prgam which~your Goveennlent une ae. ,, Geada'~I ,rvne 

saeof GDP' is already hgh, nd consequenty. expenditure eran
 
W f should be an elemnent of any program.~ Th oeneL.a inle t
 

Sinten~iotr to carry out a civil service retrenchment: program~ which hud
 

contribute significantlyi-o this goal.
 

Government is at p'resent unable ~o. do this fully,~but~t G~overnmet 

Second, Gren~ada's budget process must be imp'roved if~h gvrn tis L
 
ensure ~the most 1 fet use ot its-, This- istIe~for boLh~f 

S 

3eore. 


the recurrent'and c'pittal components',of the budget. 'Currently, link
 
between the Ministry ofFinance'anid t.he 1 liemnstries are epu us, Wih>>'
 
little apparent agreement on _the, elements' of a 'budget even, after the,
 
buidget estimates are officiallyapoe. Furthermore, thr isnlo
 
consideration in,.either the budget,'process, or in setting out future f
 

funding..requirements, for the pubtlic sector enterprises. The' Government_
 
is currently in tjhe midst of, a technical assista~oce program Lpotmprov
 
the budget process, and the U.S., Government,-beieves that 'ImplemjentatAon - ,
 

of the thechnica -, -assac proposals must b~e,(me a"'Lop prort of
 
Government's.
 

S 

Thrd he. Government should. be, encouraged' to be as, recepve,(. 
doiest ic and foreign, as possible., This means,'. in:'part,
 

~ improving LhefunctLoning ofLhe-Industrial Developmient corpor'ation ~
 
(IDC),. Italsomeans ac,,elerat~dng and clarifying thie fiscal incentives
 

~~~approval process.~Again, Lhe Government,(sc~rnl re('elviPg technical 


Sinvestors~i 


QAA 

assistan e -,n this area, and, should press soluti'ons hm srail'

tLhe-Government should 1improve its publIic, sector, Investment1 jSFourth, 


planning, capability. At prevent, there is evidence that the :Government<~ 
' 

tdoes not carry out,'adequate preliminary 'analysis of projects before.' 
them 'into-the publ ic sectlor inve-stment program, (PSIP)," and Lhk0 : j 

6i vernment plans dot.notV ext'end beyond the c'urrent year. When such,--
IputtLing'L 

I 

ljii~iplanning is done, it has,,normally been 'carried 'out Iby external analy. ,'.s' T\ 1 P- 1 

a speciyic~purpose,-and IGovernmient ha's been generally unable t~o A

asum a fully ac.iye,':ole in .that process. As a, resullt, the' exercise, i'-

Sfor 


he Gov~ernm-enL does not,
 

appeare~d h Lo carry ouL Lhe exercise in thefure gin
 
is nlot the GvrnenL's own exercise, tn
-Ioften 


tohv k 

<1o~e ead ncivil servants.~ 

Fifth, ~althoughI the Governmentha gone far Lo. remove quanLD.aLtve
 

Governme nt~belie ves LhaL Lthere sti~t1. exis5 ara whr oecudb
 
don Prc elnso rdrs uc sfsado h a of
 

3tnterest stUWIlare1 Ln focad1hr seiqc hLsc rc 
con~rols Ahav/e increa'sed in,r~ecent, montns. ver,ser'Lous ,conslidecaiaon, 
shoulid be given~tLofurl~her~re xaIn f conrols. T'he Government of -

Grenada. 1cnses imporis, nominallyKLto provide 1theFinance minstry th 

reene ena~in normaLon. A mo~re efficient ay o vi'eLhiis 
if~mai& o 1 be 'to, iniprove gLust oms nisbra t iadm i 4 s
 

i mortant' face of~'U ongoing fiscal reform program.
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J Sixth thEe "Government is much~ more involyed'.in produ t~i vec L',cr 
a~ti~it~s tan FLhe U.S., G'vernment bel3ee a "oanaor'd o 

'ienohemorc,'pressing demands on the; civiseve coeqe y 
-,operat a al efficency 'hss.f fere'd in'these- act'iiiies, adte 15 
G5v eenmen E7Ee Iie-ve E a.._rvt.~a~o is'_ ecess , ~ it'7-a 
thie Government of Grenada~in ,1985 Odv~pd'privatiza ion lpl'an that 
pray des ,an indication of wat Government intends to do wi~ a series,,of 
public enterprises.~ Th oenetsnete has. taken steps~ to 
privatize somie'o these: enterprises, and is no ntecus of. 

moves,.and should provi'de th oenetwt stream 'of cash and atNthe 
"samie time maeayLul ibeetrrssmr fcet hs 

Sprivatizatin, effort should'conLJInue and the L S.GovernmenL encourages 
te Government Lo. resestecnlsosseL,forth in the_ privatiation 
pfan, in or deratodet~emirie wheLher~ it i's possib6'eK tomove faster~ than' 
wjas deemed possible~when the initil pla 'wsdvsd Freape he-

~ U.S. Government' believe's that one enepiet hchteGvrmn 
shoulditurn~it atA~erton, as acnit6Eorfurther'~privatizatilon is~e6" 

. 

-n 

A' 

-44 

SD. Analysis of Grenada's Fiscal Accountis, 1986-90

1.1986 Fiscal s ituation ~7~~ 

'VThe GOG ended 1.986 wi t-h a fiscal IijuLTinwhich was considerably worse 
than that,:in the .bddget esimatesapproved by the GOG early that year.~ 
Instead of- bdgetied revene sofEC 108 million, the ,ouLt~uriv was only 
was9. millibn,-and recurrent-speding'(exccluding principal ayments) ' 

was'tI.8. "',,M 'lL on,,:0r EC 10. 6,mT!ifl1lon' h'igh'er than budgeted. As a ~-~. 
cosequencee, instead, of ,(urng in 1e lidgeted requrrenL surplu f 

mpillilon., public savinigs were ~pegaLive, atE 5. ilin hisr 
-~-fiscal pict~ure wa.s considerably poorer than in 1~985, which showed only -an~ 

a.~ Recurrent Revenues ~~~ -~-->-

TJhe revenue picture in 198G was signiLcan~.1. Influenced by the 
fiscal reom ~e oenet undertook that year (ee 'able 2) 'At the 

A~~time Lhe budget was aninounced (inFebruary 1986), manyabervers believed 
it hghlyj unlikely that the GOG wouldbealj Lkei CpOmlio
inrevenues. Projectio'ns -prepared hy 1:hP Alb)9Juae Fina aeor10Team~i 

(FRT), prior La (thc-budgetannouncemient, estiate~d revenues aL aout 
Ec098 million,- bu Llhe FRT estimates dec1lnd $'9Lo4 n i Ap~ 

A 

<1986 and wetas.lo asEC5mllion in Jul -1986.~, 

As- ,e year turried ouy, reene's cae -n EC$93.7 milioa o 6 
somewhat -hehn he F.RTsmsL pessimis-.ic estiates buL dedl 
.10q tha he COG planned n h budget. Inac 1, h e,-pr i 1186'F 
etmates which were nc-uded.in Lhe ESA I- PAAD, Luned out Ao be' he 

MSI 'acura ~e pro- ect ons~. Sharp, dparures cErm 'F'e- bd'ye d reven ue s 
on)athev -lu eadded Lax and -(j?) _Lhe s iness 1-ley. accounL for, he l
fhe revenue shortfall1~. I n he ca'se of he formr Iepae re"ras 

priarily due to Le series of Lemporary ad pe anenLIAT exemp is 
ran ed he Golo- ea o1 ng- e detade *Te 

temporary eep ions ;ere ed cover endgosfo s" 



Table 2. The Government of Grenada Budget, 1984-89
 

(EC* '000) 

IMF RDO/C 

1984 1985 
Budget 

1986 
Actual 

1986 
Proj 
1987 

Budget 
1987 

Proj 
1987 

Proj 
1988 

Proj 
1989 

RECURRENT REVENUES 
l.Customs/Excise 

VAT 
import Duty 
Other 

2.Taxes 
Business Levy 
Foreign Exchange 
Property Tax 
Land Transfer Tax 
Other 

3.Departmental Income 
4.Other 

87,300 
29,027 

0 
12,145 
16,882 
46,915 
6,596 
5,221 

0 
0 

35,G98 
5,864 
5,494 

100,500 
36,144 

0 
17,913 
18,231 
54,584 
6,884 
6,765 

776 
0 

40,159 
6,880 
2,892 

108,00G 
68,907 
42,612 
21,893 
4,402 

23,100 
6,300 
3,690 

80 
0 

13,030 
8,449 
7,544 

93,728 
57,260 
31,875 
20,425 
4,960 

20,508 
2,23] 
4,408 

808 
0 

13,061 
8,902 
7,058 

112,000 

46,000 

4,000 
5,000 

8,400 

117,028 
71,320 
47,000 
22;400 
1,920 

29,870 
8,000 
4,000 
5,000 
7,000 
5,870 
9,386 
6,452 

111,778 
72,070 
47,750 
22,400 
1,920 

23,870 
5,000 
4,000 
4,000 
5,000 
5,870 
9,386 
6,452 

115,000 122,000 

RECURRENT EXPENDITURE 
l.Personal Emoluments 
2.Interest Payments 

Domestic Debt 
External Debt 

3.Other 

85,000 
47,000 
11,000 
4,400 
6,600 

27;000 

100,600 
55,400 
9,400 
3,800 
5,600 

35,800 

98,345 
49,332 
11,090 
4,284 
6,806 

37,923 

10G,909 
57,102 
11,451 
5,789 
5,662 

40,356 

119,200 
59,400 
10,600 
4,700 
5,900 

49,200 

119,100 
59,948 
10,553 
4,651 
5,902 

48,599 

119,701 
59,948 
10,553 
4,651 
5,902 

49,200 

102,700 
50,300 
10,900 
4,600 
6,300 

41,500 

106,600 
50,300 
12,200 
5,100 
7,100 

44,100 

RECURRENT BALANCE 2,300 (100) 9,655 (15,181) (7,200) (2,072) (7,923) 12,300 15,400 

C PITAL EXPENDITURE 67,900 80,000 110,400 67,476 54,100 80,025 54,100 62,200 57,800 

OVERALL BALANCE (65,600) (80,100)(100,745) (82,65Y) (61,300) (82,097) (62,023) (49,900) (42,400) 



IMpo0s J ion ofEthe VAT.'-- The GOG,,- ofpndno pres sire' pd arily of 
mport.ers;- continued~Lo .ext end the period-ofgrace beyond, the originally 

planepr~o. iaddiion', severa1 categories of goods rand services 
-including, hotel omele~-ct -n-elpoe were g ve ermnanent-, ' 

exemption, from -VAT imposition and mianufactures -we~ t.axed ato areud 
ra te~hs xemptions were >responsible forEi m'io of. the: 
shortfa1. The 'bu'ins evo irid rbe as a fi~xed rate of 
gross profiL in th 1dgnfact was not Ipem'en ted' ataiin 96 

and the- remainiing EC 4 ililion 
attributable to this.2Ua 

of the Lt-al 1 4C.15 millionf shortfall is 

The GOG increased its revenues in 1985.by 19 'percent, bu decreased it~s 

. 

revnus 
shortfalla 

nl986, by about '91percent. : 
when the l986_actual figures 

nd although there wasja eiu 
are compared with the~19,86' budget,~ ~ 

iu-is, important tn~ tlha Ihe GOG was able tLo'i.ak iapprxmtl 
EEC 9riiM1ion~niore in'revenue than the most pessim sic, uust- 1986,' 
est ~iate 'of the Fi! cal Reform Team. with thosequredwith;Lhos 

.pessimistic estimates,,Cabled them to AID/W~in Auust-16 an formlly 
in -a P...L., asked the GOG to commenL on them.4 

1. Recurrent Expendi'tures 'Na~4a 

After growing by over 
expenditLures- show~ed 'a .small :41 

20 'percent n 195 
percent increase. in 

the 
1986 

GOG's recurrent~ 
(see, Table _2) . 

~4.~ 
'I 

4, DespiL Lhis ,apparently postU ie1Air' of events, 4GOG recurrent~A'aAa' K . .aa4aa 

'aa expenditures in~ 1986 were' so I .5i,1tn:reLa'wsbdtdfo 
Lhtyer, ;Teprimary reason for th'oerspend ng was, that.1he, cijvia 'aa41aa 

secicererenhmn~p~ogam whchthe GOG had accounted for in its 1986~a4 
b'4~udget,' was noL carried~ out in that year. Cn seqienty the civilrj~4 

<ajff
4 

service wage bilL for.'1986 wasabobt EC$8 million hige tha th 

bdgeted figure. The budgeted amou~nt o an-~d' few observkers aaa~aaa~~#~4 

/~~4'~expecteu ret'renchment oatal cu in 1986.4 

Greada' cii erieiso per caiabai onsiderably"'K< /4 

largerthn of another., OECS state, and. Lhe wage bilL as 1 a s'har of jaK, 

Ia~recurrent revenues rose ,fro'm 57 percent, :n 19385 to 61 percenta4n1na93,,.~L~~~' 

In1 fact,4 the~ number of4 CulLl me' equivalent civil :;ca~ dcie in "'" 

a~ ~ blaa''aa"a'bUaa1pdropped. ,Had Lthe' retrenchmenL program act'ua1Ay""been carrieda' . - -aa 
r- ou in 1986, these numbers wudpoalhaveUa decline ayam4o-;acea'a~ 

4 
4; significantly.a; ,a a a<laa a<~ a~44~ 

~~~aa4"C. 'a C ta' aI aa4~E x pIaj"'aea4.aana.ad4 

Capit''a.'4al'a,'aaa' 1'e dec ine 'rmaia ll' y "in 1986 1Dy, u 1 

.,ec aa t.a ftera' in r~ ig b bo L t a n t .~i 1 .'a'35 ee ' iae a2). 

"'naa''-p b 
a 

4 
'11 

i 
4. 

e t. r4 , n*''rlr e ,n n p~alIalr oIIr ' a 
C4'h,__have_________about__9 

'4'IP isY Ei a ce''r3 l b a 

a ila'opand~ 'aCLer 'n-re'ain by ao thatG amut finac1985 (see' oTb''2) 

resr s .a'iid,&oncefon ao1V ,qhen aeatoe ae~ 9er no 

rniann0c4 llO fLacfao -fcn nheGOando , 

C'p'Lai' grants, account. 
araeover,r 19 

fori' the,,L 
per.o 

o~u'e cessionalfndg 
aaon 'Lhe,order of 5C00 pe 

a 
ap 

e 
, 

C'450 millio6n per year. 



As,-s-,usually the case InQECS-coun pi~es, where c'pita1 xependi'Lure,
plnig isit'well.- developed,' the budgeted Ps~iP, is- 'yp"caily;,uch 

ig.her than actual expendi ursduring Lhe)year. For. example, inbbtb' 
h' _jp 

of e amuns. I'npart, Lhissibecause 'for politicai -reasons 
9.8.5 6 j ul~~s.iv~sment-Ievjels.were/ on1.y6O-,pr~cent

udgte 
the budget contains m.yriad projec'cs whchsae pro oiiherL 

minstres' o wic~h financing is notarecurped he doetclyo 
externally.~ es ng itf is not 
clar httoepoet htaeatal carried out are'uniformly ;ofc, 

Shigher prior'ity :than alternative projects.~j .V 4 

In4 dtint t~4heE.15,ilioLa.-- l, 'spenlt on ~ 4.- ""-4~' 

4444 interest payrnen&1_on 4piblic debt,,144hef41986' budget., 'alled for ()E . 
-
PJTmillion expenditures on the "sinking fund"4 :(Lo 4SLalt funds away for future 7i72I 4 

payments4 on exist ing, -db) n b) EC45mlinErprincipal 
<44±44repayments (see Tables 34.and 4). 'rhelatter figure includes-E 
'44-million 4for domestic debt~ainortizat ion and EC$21.744inlli'on for exera 

debt-. OtC the external4 debt~-figure;_,6verdone -third (EC$7.5'million) wa1 
earmarked...~ to cover.,Lara onp ncp payments on debt to Libya4 and t'he~<~&~.< 
GermanDemo'cratic Republic. :If the' GOG'ihJas made ali 'its debtpamns 

S 
 <over 40O eceL of its 18 revenues~would -have gone to cover debt. 

444~444444$~By, year ed1,6 hwvcsFh had gone rgurLner into arrears 
on principal payments on 4external debt.~First, the GOG nadeo4paymenLs--4j~ 

Sinto 
 the Isi kig'und for it~sPes E e resrh'eduled ii '1985. ~
'44;Second, Che GOG'rnade no pr~incipal paymnents onU~ebc' o Libya,< Algera, ~ 

-4444~ 444,or the GDR, going Eurt. her: into arrears. A rsl, actual 'debtL 
amort izat ion outlays4i'n 1986 were ony' E Amli,:only abu afo 

heEC 276 iL'ioin44anied in for heear half- ofge 

44~~~<.4e 444444~4 F inancing Gape< . -~~ the4 1986 <«' 
4

4j-
5 

Grnaa liete ~e OECS-sCates,,.eed hea44 y,on external-< 4.44 

-
44 4sfinanicing (cajLIDDal gr- ants~and c~csinr flna inig)\ Lo'cover i42t-74~4 
c formaLLon -expenditures. «Thereoe it sem-44soal to defineA-<.~apit~iat 

afsagaafe heefnancing items<'are incud 'trhe'r than before -

Lney iare. -Usi g Ls efinition~, the GO had a financial gap of EC .1~44 
to fill-in 1986, <including EC 52million whc a h. rec'urren'4444< 
-budget-ary gap (seTbe n ) According Lo')Lhe GOG's197bde
 

4rent Lrm 

fom theNationa~l Insurance Scheme, (c) borrowing EC 4 milion from~ the
 

. ~ d4 in s ti bankig syst~m ad~ (d) gon io rerfor the baance.
 
Ths he COG,4had, o indulrge i~n ex~tjaordinary Cinancing means fpor aboL
 

eff-h of 7i~s ov-eral1 'budgear outlays, <a signifi~cant 'proprtion.
 

6 recur rat he 1UsG,(b) borobin EC 1.2 m<~io oesial 

-2. 'The- 1987 Bidget:. 

Te GOG:, n Iat.e Fe ry r'4 081 ,ppcroved arfd ,released it~s 19B7 bdget, 
,,.Rec'u r ren re" enu e E6 r 918,7 'ere pegged a. mlbp 25' percen , 

increase over. ah L90 , r"ee r're n expendi ues .wre Sl ed 
increase l'ess, -api y,- ,'3 ercen -,',and pu sangs wa.s, 

s ed d tip r'o e be nega le at(-Ec2miio ipee f 
pro~7 edGPa rf reapasgo,C renada' s. pu<44 

http:44~~~<.4e


eb financing" reqtiements sugest i 
debtne 	 i' ~that L raor~din aryjlfinane ing (asp, ~eOrde 	 ' 

abovee')'ilstill be he odrof1986's* 'inj'" tg1
 
requi'rements.,In the bu'dget;' the GOG included EC$29- 5 miliii6 f~i
 

EC$9maboveLhat,
external 'grant financing, ,somne, ilin 	 xpete fro all 

'~<-~' Acodn to' the GOG the fiscal~ gap for 198'Ts~2 .5 million, and Le7~~ 

buge inldsta muti bdeayspo ,External ~observers,''K ' '9 
hoee, eiv that the gap 'ise likly be 'closer toEC$32 mil lion' r'1to 
anta vnafter avail'able~ budgar sp'rLis ,pro'vid d.., there ' > '< "'

reais'a:untinanc~d-gap of' a'Lout. 'EC1.5 mil Iior.< 

'P\? a. , Recurrent Revenues 	 4 

)The GOG has 'bue,',,ed recurrert reven~ues at ECf 17 mi Llton~V 
EC 23.3 millionabove ac~ual' 1996'ceveniies (see T'be ) Th 'mjo 
components of the increase are (6)an increment of EC$15 mUilion in. 7 
revenues from the VAT, (b) EC$7 million' Erothe Land Transfer Tax wnich 

'is
7 scheduled to go into, effect this year, (c) EC$5.O million from the
 
Property Tax, also' scheduled Lo go'into effect this year,' ard (d) E$8 
 * 

millibtn fom the newly installed Business Levy. These.,Inereases, wh'ich 
 ' ' 

sum1to E35 million, will be balanced by reducedear- 1 gs on several 
reven'ueit'ems under the Eiscl' reform effort, including the per'sonal " 

'income tax and the stamp duty. '1' 

o GO.'sexperience, externalb~bservers 
-~RDO/C) believe that the GOG is too opt imistic, byabu Ec 5 mlulon t.o 

Basd th 	 includinq 

1 ntea 0m, llwich is revenue projections. The RD6/C'funded' F isca lReform
 
Tea,wichitwill be, recalled~somewhaL. underestimated'1986 revenues,.
 

'7-believes that a rangeoL,.Eq 102 Mi~o'oE 13mlini conceivable,
" ~ with the 1'a'tter figure sttil below '~eGOG budgtpojcios , 'The IMF
 

hasestmated alikely level..of eurn revenues L.o bie E$ ilo, 
some E0$5 million below the GOG buroget edl1ev'l.~ IMF staE f has'd 4 xpla ined,. 
that they believe their'estLmate'to be on the high si'de, but tLhaL 1they ' 

~. '7have 'deferred to,"he Government).~ RDO/Cls estimate is~for ,,revenues to 1.)-a-
J, close to-E*1i2 mil~oKiven Lhe realit Les of the sit~uation. in Grenada, 

and given. the riewnpess o'f ,the revenue measures. '' 

b. ReCurrent Expenditures., " 

-The'GOG has budgeted EC$il9.l million ,for recurrent. expendit.6reb 
 ' 

(V~k	excluding arrears payments, or EC122.6 mililion if arrears are 

seelTable 13 percent miore, than actual rec'urrent~exed' n 18 4' 

Tbl 2). Five',percentage pointsof this"increase'lare atrbual 
t'o UYh" planned retrenchment pr'6grarn that4 the GOG has determlned.to carry, 
-bt 
 in 19.87, 1 cutt i~ u.1 0 oi osfrm hgvrmn. Te. 
increase is a one-tEire,ex'ra~&it~lay ,irnLhe first ear,, when: redundancy -

pamet Vilece savings, on ri'vil service salaries' by-ioLP0 
on The,'civil- service wag ahigh ,60 mil~) 	 bi'll,,whIch, amounLs t 


percent of~recurr'eritrevenues 4in 1987, has 'built- into itLan ECt6milo 
f0r a pay rise. 'rihati pay' rlseis[M~eant o1 give.-h'ose civil1--ervian~ h 
:emaiEn>in government-by thhe ed of~ 197arLrati ' a nrae o 

-4 -January 1986, 'and the unions ,nGrnd ar ston l sputing such a lo04 
increase With Lhe~pal rise, include'd, 'th'eGOG's outasYfoQr civil4 
ervice~salaries (and~excluding re'dundancyd payments)' ~ k 97~e 

EC$59. 9 mil1ion, ,a 5 percent increase over ~a ''ia 1 198 6 outlays. 
4 -	 C 

http:determlned.to
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Excluding civil service salary paymentz3, redundancy payments, and 
interest payments on debt, the remainder of the recurrent- budget is 17 
percent less than in 1986, a positive indication of '.he GOG's attempts to 
reduce its level of recurrent spending. (Interest payments on debt do 
not differ markedly from 1986 to 1987). 

c. Capit-al Expenditures 

The COG budget. contains EC180 million for capital expenditures,
 
a figure compdrable to the actual level in 1985 but some 50 percent 
higher than in the PSI? (public sector investment program) discussed with
 
the IBRD in its recent missions to Grenada (see Table 2). Those missions
 
intended to set a reasonable level of capital format ion spending for the 
1987-90 period, in preparat ion for a PCG program for Grenada. The COG
 
has basically agreed to the lower fiq're, but. this agreement occurred
 
after the budget est inates were approved by Parliament. 

The IMF and TB.U) predict that capital expenditures will be about 
EC154 million (compared to the ECQ80 millicn in the budget), and that of
 
that sum, the bulk will be covered by grants and concessionary loans.
 
This level of public captal format ion is 25 percent lower than in 1986,
 
and reflects a more normal level than the extraordinarily high amounts of
 
assistance to Grenadi in the immediate aftermath 
 of the October 1983
 
intevent ion.
 

d. Debt Amortization 

Despite a hiigeted deficit on recurrent- account of EC$2 million
 
(which will likely no larger), despite an additional recurrent arrears
 
reduction requirement of EC3.5 million, and despite about EC 10 million 
to cover on capital formation account, the COG has planned EC123.7
 
million in principal pay:nents, of which all but ECT500,000 are current 
payments (see Tables 3 and 4). Of this amount, ECQ5.6 million 
is for 
contributions to the "sinking fund" (to set aside funds for future 
principal payments on ex<ist ing det), anot.her EC.J5 million is for 
payments on domaetL c debt, and the balance (EC$13 Million) is to amortize 
external debt. An addit ional EC$i2.2 would be required to cover arrears 
on external debt, to Libya and the G.D.R., which have not been included 
in ' he budget for 1987. 

e. 1987 Financing Rcquiremen',s 

The COG plans to borrow EC$10.1 million domestically to help 
cover its financial gap in 1987. in addit ion, approximately EC$29.5 
million in external grant financing is included in the budget to balance 
out costs and revenues. Of the ECJ29.5 million, EC$7 million is slated 
Lo come from the TCG mechanism (IMF and IBRD) and RDO/C plans to provide 
EC13.5 million. Therefore, the COG must find EC$9 million in recurrent 
grants elsewhere, an unlikely proposit ion. To the extent that RDO/C is 
correct in its assumption that recurrent revenues will be EC4112 million 
versus the EC117 million now in the budget, this EC9 million gap figure 
is more likely to be about C 114 million.
 



Table 3. Financing the Government Budget, 1984-89
 

(EC$ '000) 

1984 1985 
Budget 

1986 
Actual 

1986 

IMF 
Proj 
1987 

Budget 
1987 

RDO/C 
Proj 
1987 

Proj 
1988 

Proj 
1989 

FINANCING 
l.Grants 

current 
Capital 

2.Concessionary Loans 
Drawings 
Amortization 

3.Nonconcessionary Loan 
Foreign 
Drawings 
Amortization 

IMF' 

Drawings 
Repurchases 

Domestic 

Drawings 
Amortization 

NIS 
Other 

4.Arrears 

65,500 
68,700 
28,600 
40,100 
15,300 
17,800 
(2,500) 

(15,500) 
(5,000) 

0 
(5,000) 
(2,900) 

(2,900) 
(11,700) 

3,500 
600 

(3,000) 

80,100 
76,600 
15,000 
61,600 
(1,800) 
5,200 
(7,000) 

(500) 
(1,800) 

0 
(1,800) 
(6,600) 

(6,600) 
4,200 

4,900 
(1,200) 
5,800 

100,670 
99,275 
18,000 
81,275 
18,581 
23,750 
(5,169) 
(9,686) 
(4,893) 

0 
(4,893) 
(4,114) 

(4,114) 
(2,856) 

(2,856) 
5,300 
(3,123) 
(7,500) 

82,252 
68,800 
21,800 
47,000 
6,931 

12,100 
(5,169) 
(6,143) 
(4,893) 

0 
(4,893) 
(5,304) 

(5,304) 
(3,023) 

(3,023) 
10,200 
(3,123) 
12,664 

49,022 
45,100 
20,500 
24,600 
14,000 
22,100 
(8,100) 
(3,778) 
(2,700) 

0 
(2,700) 
(2,300) 

(2,300) 
(4,978) 

0 

(4,978) 
5,600 

600 
(6,300) 

82,025 
60,948 
29,290 
31,698 
29,992 
38,092 
(8,100) 
(3,615) 
(2,700) 

0 
(2,700) 
(2,137) 

(2,137) 
(4,978) 

0 

(4,978) 
5,600 

600 
(5,300) 

50,022 35,800 
45,100 31,000 
20,500 0 
24,600 31,000 
14,000 14,600 
22,100 25,000 
(8,100) (10,400) 
(3,778) (7,000) 
(2,700) (2,600) 

0 0 
(2,700) (2,600) 
(2,300) (2,100) 

0 
(2,300) (2,100) 
(4,978) 0 

0 0 

(4,978) 
5,600 1,600 

600 (3,900) 
(5,300) (2,800) 

34,900 
22,000 

0 
22,000 
20,500 
30,000 
(9,500) 
(5,600) 
(1,600) 

0 
(1,600) 
(1,700) 

(1,700) 
0 

0 

1,600 
(3,900) 
(2,000) 

CAPITAL REVENUES 100 300 300 300 100 100 

FINANCING GAP 0 0 (75) (405) (11,978) 228 (11,701) (14,000) (7,400) 

GDP, CURRENT PRICES 242.2 260.4 276 276 304.3 304.3 

REVINUE/GDP 

EXPENDITURE/GDP 
PUBLIC SAVINGS/GDP 

36 

35 
1 

39 

39 
(0) 

39 

36 
3 

34 

39 
(6) 

37 

39 
(2) 

38 

39 
(1) 



Table 4. Government of Grenada Debt Service, 1984-89* 

(EC* '000) 

Budget Actual 
IMF 

Proj Budget 
RDO/C
Proj Proj Proj 

1984 1985 1986 1986 1987 1987 1987 1988 1989 

DEBT SERVICE 33,100 20,600 28,122 29,840 28,678 28,468 28,631 26,000 25,000 
Interest 11,000 9,400 11,090 11,451 10,600 10,553 10,553 10,900 12,200 
Domestic 4,400 3,800 4,284 5,789 4,700 4,651 4,651 4,600 5,100 
External 6,600 5,600 6,806 5,662 5,900 5,902 5,902 6,300 7,100 

principal 22,100 11,200 17,032 18,389 18,078 17,915 18,078 i5,100 12,800 
Domestic 11,700 (4,200) 2,856 3,023 4,978 4,978 4,978 0 0 
External 10,400 15,400 14,176 15,366 13,100 12,937 13,100 15,100 12,800 

*Exclusive of arrears. 



Table 5. Highlights of Government of Grenada Budget, 1984-89
 

(EC* '000) 

IMF RDO/C 
Budget Actual Proj Budget Proj Proj Proj 

198- 1985 1986 1986 1987 1987 1987 1988 1989 

RECURRENT BALANCE 2,300 (100) 9,655 (15,181) (7,200) (2,072) (7,923) 12,300 -15,400 
LOCAL CAPITAL EXPENDITURE 10,000 13,200 5,375 8, 376 7,400 10,235 7,400 6,200 5,800 
DEBT AMORTIZATION 22,100 11,200 17,032 18 389 18 ,070 17,915 18,078 15,100 12,800 
FINANCING NEEDED 29,800 24,500 12,752 41,946 32,678 30,222 33,401 9,000 3,200 
FINANCING AVAILABLE 29,700 24.500 12,677 41,541 20,400 30,150 21,400 (5.100) (4,300) 

BUDGETARY SUPPORT 28,600 15,000 18,000 21,800 20,500 29,250 20,500 0 0 
CHANGE IN ARREARS (3,000) 5,800 (7,500) 12,664 (6,300) 15,300) (5,300) (2,800) (2,000) 
DOMESTIC BORROWING 3,500 4,90 5,300 10,200 5,600 5,600 5,600 1,600 1,600 
OTHER 600 -1200 -3123 -3123 600 600 600 -3900 -3900 

UNFINANCED GAP (100) 0 (75) (405) (12,278) (72) (12,001) (14,100) (7,500) 



--

1A *Ko 

~~Clearly, the GOG' must find means to save on )expenditres athe smeLm 
as 'itproceeds 'with -he~retr~enchment program that twill cost it~ amnet of~ '-~~-

EC 6 million in,1987, the first. year. An obv,tous candidate fr exclusion -

f~rom EC6 million in salary 4increase. Although, '''-k-'the 1l987-budge1is~ the 
thisjimay' be,'iacal pr n th 'GOG'will probably be u~nable to avoid~ 
-t i s:py e L fo -p liLic --- e-os- i m n - -L -t -p ac k -rLrnc 

The GOG could go further into arrears on iLsdebt payments to Libya and 
the' GDR, saving EC4illion. If, in additilon oLhis,,the GOG were to'> 
not carry out it~s planned arrears,'reductioh, program, EC$5 3 million, more 
wol besve.The 'remain ing EC45 million could be found th~ro u h a ~ .J-~
combination of reveinue enshancemein andexpendiLure reduction.'~ ~ >' " 

3. The Im ediate Financial Siuat ion------ "-M,-

Acodnto informaLion provided by-the COG on.13 July, the cumulative 
financing gap (on an accrual basis) for the,'.irst six months of 1987 has- Y-",

-
 KV<been over EC$19 million (see Table 7, which may be compared to Table 6)----.'-~,
This figure'is 'someEC$l.5 mnillion higher than COG projection'si earl ier in 
the year ,because,-although~ recurrent4 expendit~ures were slightly-below the 

~-'planned level, revenues were lowe'r by more than expenditures were'dowqn itn-' ~ ' 

the first quarter. -IA.rhis EC419 million~ gap: haIsbeenfia I ydlyn 44. 


~V;----payment of vouchers, increasing the COG s ov~erdraft facility well'beyond 
 '-44'Q 

ECJ3, Mnillion (' h lee i~~ho'h O d this year and which 4is 
 "v 
~V;Lhe sadrdoedaft extended 'to'the COG by' the banking system), 'and by 

,~~ owing-extensively from~the9,NaLLonal.Insu'rance Scheme. In fa't V-$ -k 

ne arly 100 ~percentof. he asse'Lsjof the NIS 'are held 'by 'the GOG. -Revenue 
-'-performane 
 has: beef) poor, and-Lhe GOG is4currenLly esimating that tLhe
 

'>~4revenue- short fal fo'r t.he year. as a whole will be, on the order! of -.a-V-L
 
K-~EC$2Otmillon, 'or that revenues willfbe'only about. Lhe,'level 4realized in----


SThe retrenchrnenL. prograin, which began as planned in-Apri1',ihas moved much * 

more slowly than orlganallyplanned, To date, only about,1lO civil 
 A'
 

ser var)Ls'have been 'rel renpched,' far short of-the 700-plusiLhe CGGwas '2c 44 


~,~-~'lanning~~o retrench by, the end of July.
p The COG is courrenLly-'-' ------ ' 
rheex m-fling9 Us. ret-reninent la and wilAcuearev ised plan in ,e 

4-p-'-Grant''Agreement.~ 
 - ' ~-4'
 

r--he mGoG has argued LhaL the USG, in orderl~ its ~todemo&srLe financial 
' support for 1the GOG and for thei retrenchment program, should accelerate "~ 
4-disbursemnt of budgetary',support, rather than watn rElteepce 

---

A 6~gst 19874-Letter of'Intent on the-TCG program. mission) p'roposes La 
th~'Uis infact be done, but thaL release 6f'fLVnds fromj Lhe'special accou1nt§" 
into which the local currency equivalenLdf LhQ disbursement is deoie
 
b'he linked to retrenchment pdrformance. j 
 4 T ' 14 - 

--'5 4. TheFscal Gap in 1988 and 1989 , . 

The, IM an~d IBRD teams inGrenada' over Lh atfwmnh have 
repaced somebudge ar7proj'cions fjor the years bey'ond 4987, The basic 
emr n , Lhse~oecLiorn an relement ?~ Mssion,agrees,,.whc ~
 

-A-'ota1.4, is:ta w~otwg res ralt. ,the, GOG ;Will~ber'abe to.
 
11.seah ok'y\La is b4udgeL h~e, 1s reTinbi I ba 
bi L be permttedL nie'Lhattt e age. bLilshould~ g 
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Table 7. 
 Monthly and Quarterly Cash Flows, Government of Grenada 1987 Budget*
 

(EC$ '000) 

Recurrent Revenue 
Recurrent Expenditure 
Ministries 

Redundancy 

Interest 

Recurrent Balance 
Principal Pay'ts 

Capital Expenditure 
Overall Balance 
Financing 

USAID Current 

Debentaues 
NIS 

Local Borrowing 

Unpaid Vouchers 
Cash Balance (EOM) 

JAN 

5,974 

8,181 

7,419 

762 

(2,207) 
1,276 

431 
(3,914) 
3,914 

1,785 

2,129 
5,319 

FEB 

6,967 

7,656 
7,397 

25Q 

(689) 
967 

661 
(2,317) 
2,317 

835 

1,481 
6,155 

MAR 

7,00-0 

8,482 

8,045 

437 

(1,482) 
967 

434 
(2,883) 
2,883 

2,060 

823 
8,215 

Actual 
APR 

7,100 

6,771 

8,000 

260 

771 

(1,671) 
3,207 

800 
(5,678) 

622 

622 

5,056 

13,271 

Actual 
MAY 

9,000 

10,012 

8,900 

17200 

1,112 

(1,012) 
602 

900 
(2,514) 

622 

622 

1,892 

15,163 

Actual 
JUN 

10,000 
8,920 
8,700 

1,190 

220 

1,080 
679 

900 
(499) 
622 

622 

(123) 

15,039 

JUL 

13,500 

10,530 

8,800 

1,190 

1,730 

2,970 
1,900 

900 
170 
622 

622 

(792) 

14,247 

AUG 

10,000 
10,110 

8,900 
1,190 

1,210 

(110) 
2,000 

1,000 
(3,110) 
6,022 

5,400 

622 

(2,912) 

11,335 

SP 

11,00r 

10,100 

8,900 
1,190 

1,200 

900 
2,500 

1,000 
(2,600) 

622 

622 

1,978 

13,313 

OCT 

11,500 

10,500 

9,000 
1,190 

1,500 

1,000 
2,000 

1,000 
(2,000) 

622 

622 

1,378 

14,690 

NOV 

12,000 

11,300 

10,000 
1,220 

1,300 

700 
1,900 

1,100 
(2,300) 
8,722 

8,100 

622 

(6,422) 

8,268 

DEC 

13,000 

12,200 

11,100 
1,370 

1,100 

800 
5,500 

1,200 
(5,900) 

622 

622 

5,278 

13,546 

Recurrent Revenu 
Recurrent Expenditure 

Ministries 

Redundancy 
Interest 

Recurrent Balance 

Principal Pay'ts 

Capital Expenditure 
Overall Balance 
Financing 

USAID Current 
Local 
NIS 

Local Borrowing 

Unpaid Vouchers 

IST Q 
19,941 

24,319 
22,861 

0 
1,458 

(4,378) 

3,210 

1,526 
(9,114) 

9,114 

0 
0 
0 

4,681 

4,433 

2ND Q 
26,100 

27,703 
25,600 

2,650 
2,103 

(1,603) 

4,488 

2,600 
(8,691) 

1,867 

0 
0 

1,867 

6,824 

0 

3RD Q 4TH Q 
34,500 36,500 
30,740 34,000 
26,600 30,100 
3,570 3,780 
4,140 3,900 
3,760 2,500 

6,400 9,400 

2,900 3,300 
(5,&40) (10,200) 
7,267 9,967 
5,400 8,100 

0 0 
1,867 1,867 

(1,727) 233 

0 0 

1987 
117,041 

116,762 
105,161 

10,000 
11,601 

279 

23,498 

10,326 
(33,545) 

28,214 
13,500 

0 
5,610 

10,012 

4,433 

The 1987 budget, according to 15 April 1987 informatiot,
 



nominal terms beyond 1988, for at -least two years. ,(That' level ,for 1988 ~W~J 
'~should, 
 be.'thezurrently budgeted 19837 level, prior Lo anydeduction'for .,


retrenchmen~t' savings, less (a)theT'EC l'2.' million which willjbe saved'.,
 
hroughxernhet n b h EC3milo tat e GOG has inriuded '
 

~'4V~ in this ,ye'ar,,s' budget.1or) payments, relt.roactivelyr covering "l986.)TheGOG
 

retrenchment; is compleLed~by the end of 1987, and this will- reduce, 
~2$~'~" recurrent expeniditures overall by EC$10 million compared 'with the 1987~~ 

2WPy< level,-according to GOG estimates. On the negative side, the sudden 
~ retirem~ent of a large par'of the civil service will requdre about an ~ 

E42 million 'increase in penSi In, payments starting In 1988. ,u" 

As can be seen in table 2, the overall gap before any current grants is 
projected to be E0$14.i7 million (or tS$5.4 million) in";1988 and EC49.3 
million (or Us$3.4 million) in 1989.. Given projected levels of 

financing available from the IMF', the IBflD., the CDB, and the USG, ( 

miso beiee thttegpi oataaebe
 

This will also vastly improve public savligs, which will move from a 
negative 1 percent of GDP in 1987 to 3.0 percent. of GDP in 1988, 3.4 
percent in 1989, ,and nearly 4 percent of GDP in 1990, bringing Grenada in
line~with Mission's expectations for, the mainder of the OECS stats 

AE. 
 AID'S Project Assistance and the Public Sector Invest-ment Program
 

The Government of Grenada and the IBRD are putt ing the ,finishing touches 
"on Grenada's public sector investment program (PSIP) for the 1987-90 
period. Several analyses o'the PSIP have been carried ouL since Octoe 
1986, using consultants and World Bank staff. final GOG-I3RD 
discussions on the PSI1P will Lake 'place when the PFP is negotialed in 
Grenada i~n August 1987, 

AThe 

' 
The public sector invesrnent program (FSIP) is one of Lte two key pieces3 
of the medium-term str'uctlural ad justment program into which the GOG will 
enter. only wihen' the GOG and the IBRD settle on the PSIP, can the IBRD 

P <arrangemenLuntiltLhe first year of the.PSTP (in1-his case 1988)'is EuLly -1'" 
j' landed.''Thegap 'infunding of the 1968 program~ (see hbeP,4) Ls serious,,~-

-and theGoGonf-Vniall&i no frhoing,.the IBRD' Will hrtVeto a~ree wtth ' 

As of late May 1987, the' COG has proposed a 1987-90 PSIP 'consisilng oE AfA A ~ 
or oing- poject costing sC$253.6 million' andnew projects cost-ing 

4 1 

V__ 

EC418. milio.' orth new prjcs hBDrecommends a slA>'~l 

lowrLeV1l,,,i.e.'-,E0167.3. mnillion. 'The' similarLl in these' amounts for~<
-V"i-'new pro'ject~sin"'the PSIP miasks s'ome ,bas IcAdIEf rences between: Lhe('IBRD<
 

-''~-and'the GOG or 'disti.ibut ion of the available investmeiitresources amongp~ (,-(.
 

5..J.A(s.eeabl For exampleA 

of t~he nsew PSIP projec't3', 'the IBRD.'has 'proposed 4 Lhat~tie COG severely '>' 

r~educe'>pianc ivsmptnagcuthe an inAA~AA~ ro 

sec>or 8! 'i) -e."rdc~v e~r"pro 

LorsinC 


invstentinmapUfaceuripg. <In hiraruueosconfLend 
PP prjcAA te IJ3RD arges Cran increase in ines~imen In works ~J~Aan 

, Aae fv A r of- in~ he ll ndA-e~ieth u~ 

p A A~A %K4 

http:E0$14.i7


Table 8: GRENADA 
- PSIP, 1987-90
 

(EC$ Million)
 

Total, 1907-1990
 
Government 
 Proposed
Allocation 
 Annual Expenditure

(Nov. 1986) Proposed 1987 1988 
 1989 1990
 

I. TOTAL PSIP 
 253.6 
 76.1 68.6 59.1 49.8
 

II. 
TOTAL ONGOING PROJECTS 
 86.3 55.8 
 22.5 8.0 
 0.0
 

[I. TOTAL NEW PROJECTS 180.9 167.3 
 20.3 46.1 
 51.1 49.8
 

A. PRODUCTIVE SECTORS 
 32.4 
 25.8 6.7 4.3 
 7.8 7.0
 

1. Crops or Livestock 12.1 
 4.0 0.7 
 2.0 1.0 0.3
2. Fisheries 
 0.4 1.5 
 1.0 0.5 
 0.0 0.0
3. Forestry 
 1.2 1.2 0.3 
 0.5 0.4 
 0.0
4. Tourism 
 16.5 2.7 1.2 
 0.8 1.7 1.0
5. Industry 
 1.3 9.4 
 3.5 0.5 
 2.7 2.7
6. Other 
 0.9 5.0 
 0.0 0.0 2.0 
 3.0
 

B. INFRASTRUCTURE 
 132.1 125.7 
 10.8 37.9 39.0 38.0
 

1. Works 
 54.7 70.4 
 4.4 20.9 23.0 22.1
2. Health 
 33.1 15.7 
 3.6 6.1 3.5 
 2.5
3. Housing 
 16.9 
 9.4 0.0 
 2.0 4.0 3.4
4. Water 
 12.4 17.2 
 1.1 6.6 
 4.5 5.0
5. Energy 
 15.0 13.0 1.7 
 2.3 4.0 5.0
 

C. OTHER 
 16.4 15.8 
 2.8 3.9 
 4.3 4.8
 

1. Education 
 11.7 11.7 
 0.8 2.5 
 3.6 4.8
2. Administration 
 4.7 4.1 
 2.0 1.4 
 0.7 0.0
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At a May 1987 Expanded Steering Committee meeting of the CGCED, held in 

Grenada, the IBRD presented this version of the PSIP and discussed
 

funding gaps with the donors. In the productive sectors, funding for
 

1988 exists for EC44.2 million of the EC 6.2 millior recommended by the
 

IBRD for new projects. In infrastructure, of the EC 37.9 million
 

recommended by the IBRD for new projects in 1988, only about- EC$26
 

million in funding commitments has been received. The yet-unfunded
 

infrastructurp components consist of EC$6.4 million in works, EC$2
 

million in housing, EC$l.2 million in water, and EC 2.3 million in energy.
 

RDO/C's plans for cesource expenditure on projects in Grenada falls
 

within the recommended PSIP. In 1988, for example, RDO/C plans to 

provide about EC$2.4 million for industrial estates, accounting for over 

one third of the total expenditure on new "product ive sector" projects. 
In new "infrastruct-Lre" orojects, RDO/C accounts for EC$7 million of t-he 

EC 37.9 million; half of this is for road construct ion and half is for a 

sewerage project. that falls under the health sector. 



P1, ;. .a 

IV. PROGRAM STRATEGY~ ,~~.Y~ , ~ . 

A. Goals-aaa
 

1.-To encourage Lhe GOG to ~en~ter into a multidonor-funded
 
-~~ - edium-terri-structural adjustment -program-under-Lhe aegis,- te
 

"Lghe coslttv gop'before the. end of 1987. 

To. enorg, h -GO ocryLruhwt its 1987 pl'ans for aaa4Kt 
,,~ f""&~a ma~Tr-c~2~iii~serviCe reLrenchme'nt aprogramawhichwilpe'i1 a 

Ssha'rp imnprovement in public sector saviiigs beginnin~g in 1I988.~--'''~-

This ae ha's 'dfscussed in daieneed,.L'o Lestandpoint~o th 
Spublic- f inan)ces, to .reduce, recurrrent-ependi tures. With thea 198 6 Itax>-:2

tiL2raeforms designed to, raise inetie now in pae'the G has '~ ~~ 
deier~l.rdce t revenuie-to-GDP rat.ioin order-tto stimulate - -: ' 

42jeconomic growth.-In order Eo,'mproveth public finances<, a criticalste~f~stuctural adjusment'.'measures are to be 'mea~,nfl h O uV 
now effect a reduction. in~expenditu'res' Although ,fromi the fiscal aK---a'- ) 

standpoint' such a reduct ion might better have come'last year: .(and indeeda<,. 
'~--wa s bla~ed for~ last year) the' GOG 'ra , - - 

y Q-Q"4 it icIal standpoint and from an amnI sr~ ve S a oi.nr trench Iment yaa.y 2 

~ a~W~'last year would have been imprudent.t / -':' , a .4~a;a.'a-aaaaa. 

At the same time, the GOG -has been-in-negotiations with the 'BRD and the'~V a4~''' 

~a~a-aaa4IMF since.November a1986.- .he eeleme'nt.s.6of4 a.rnediumi-term structural 
ajsieLporm It is 'xetdha'hsenegotiations will' reul
 

a,'in thie-"GG's commitmentto a'1mediuiit i- h'' a ' o
has~b~en ~ e m programin either -aAug'ltor av a---

Septemb-er"'iID' i98a has ben. ciey,,f-ollowing the development of thisa.., 

programi,-and has-been providi'ng- inputs.J-nto, both~ the analysis adathe. -j (~ 

-' recommeIndatlosfor thtprogram 'since"Lh inepio of--the' 
negotiat'ions. .If,,AID jde'ta eGOG'4's program, i~s acceptable, .and l-f-a--i-2-, 
AIDjudges that thea GOG's Com i.m' to that program isa' g-a-aaaa- an 

7~Yimportant goal "of Lhts-ESAP II'program 'willahave been arealized.~'
a~ ~3a a tegy-aaa'',a a -a~- -- a-Straa-'- ~ 

Dibusmetunde ESAP II-.- bei hefrt-rn a-laP'Lanhs 

aaaais in 'bpee GhrenLaa.h The irsthavrnea,- asmeeting oder"Satinaal in -
acess ~to the~ blnen the quivalent) of e ih~rnc~J a(tiind, mloclio a funds 

thtacutol oteetn ha eqialn amountsofa a-G fudhv
 

nto accout aed~bee expen~bdeoid eac paents toby " civil theeseravice,, -a 

i anth o Leuse~r., 
oImmtdiL4<laeptedg thGG' cm imenaoa'. stctural i 
dibre as'. a GO~ac &,deigned Iasaor-actr ,-7-asoo 

adjustet, 
 a--~ 

pefrace ofRel~teae~ofenttrgets Aoca c .rrnyniinI ent oG~fundhi 
-o~imLh co n a.la aa - al e-as ,,,w , 

rnh i~'~1saecond tranerpoga~deposi~e eond.L p' 4 m 4 e 

ro eLnpe~ rnerla0 ~'-4tsa uaadipon rtrenchmGnt pefoa e. 




i 

'first .1ill be diisbursed when the GoG' has Iexhausted the funds from L-he ,A~~'i' 

t~di0uuraeIueu', i.e hn h sum, severance-tpaymens to 

da~e-b6sexeeedthea-local cdrrency, equivalent of, 10nll .I 
addition, Che~ third Lrancheiiiy not be "disbursed unta'il Lhe G'G hasa';J-

9 received tesecond trar~che,A- e- ,,Atp must1 have accepted a saLi9-factocy"a'
Uebt~e GOG Lo a-medium ecmprogr-m-.- ~ ~ '''- 

a 

of~It~entcormiting,7the 
ah'hr
Furthermore, conditinaiiygoverning~isursement of rnh
 

;11.aincludes"pertornance targets 'relatingaLo,'public expenditures., Finall-yj,;<A>
 

teprogram 'includes various' financial and, program 'cov'enarnts 'relatin~g to$! 1 2N~'
 
~ ~'~; expenditUres, 1to closing tLhe fiscal gapf,and Lo carrying out I4e civ~sl.,""4"al~~
 

<'a" ~ service~etrenchment program according to pla'n.
 

' -~*a"A' iC. Proposed Conditionality forJProgiam Assistance 

24 >~-" " In tlhe ~following, condit.ion prcdent anid covenants, ,refer'ences to "Annex 
attaedet IV are references Lotoeanxsof the Grant Agree'ent,' 
atcetoth'is PAAD 'as Annex B. 4,-. 

m~1. Conditions Preced-e'nt to IniLial Disbursement 

'>,A"'Prior to the first: tranche of $1,200,000 under this Grant or to the' 

issuance by A.I.D. of document.ation pursuant to which such disbursement'
 
will' be' made, Ehe Grantee will, except as the Parties may otherwise agree ''"
 

in writing, furnish to A.I.D., in'form and substance satisfactory to 
 ' , 

~(a), An opinion from the Chief Legal Officer of the Grantee stating
 
that this Agreement has been duly aut-horized and/or"'rat ified b'y, and
executed on behalf of, the Grantee,'and tht.i.cnttue a valid and~ 


- j.'''-

" 

---- obligation of the Grantee in accordance with al, of its ' 'legally-binding 


44terms;atnerersetb an ' 'I 

(),A statmnrpeetn n warranting that the name-d peesoo or
 
person~s have the authorityi Loact as th~e representat ive 'or-
',< I ,~ 4 ,'a 1 

representatives of the Grantee together wit~h a specimen sigoatuire of each
a' ,a-

r4',person certified as to its autnenticity; 

(c) Evidence that' the Grantee has, (.stablished -an)accou~nt, into which 
theUS. dollar proceeds of thie Grant c~an be 'di'sbursed;,,- -- ~~ 

(d) Evidence that (1)a special and separate, local curnyacuL 
has beer) established inoGrenada ainto which the E.C. dollar 'equi'valenL of '

1.he Grarl&',wil' .be deposited., and (2') the Grantee-aisi conm~ited I oause the ~l17aa" 
"eposi ed.1ca~ urreflcies for usles in'accordance~wt the provisions of
., 

"A--,'- Annex I - Program Description; "'""'.

(e) A commitment1 that Lhe rantee, Will dieposiL into the special""-v-a.- 1 

>4,a' ~accont, 'immediat-ely Upon jdi'aburs erent of each Lrab'he of Lhe Gant- ~ < <4 
proceeds', an amountI in 1 l~crrnc eq ivln Lo~'7 dolara-- 1L' I4~I 

dibreent. under~the-,Grant; ai),d ~ ~ j'~' 'j7a 

-a" 

aaita 

(f) A mutually agraeed ipon, list ofGoenet o'f )rpd ugLln 
itm,'Ia acutwl b expended.' ' 

on fu d fro 'hichp (a4Lla''aa'e' ,, 'a 1 

a1 1'WWWl' -k 
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2. Coditins Pecednt L Disuremeto eon rn 

Prieceen to of econd S f, Tranchhe0,0, rttheDisbursement 

issuance .by A.-I.D. ,of documetatioLolpursuant' toWiz4ch su3c2h
 
jisbiursemenL will:,be and, subject 1
 

4the 

madelailt 


otherwise agree' in) writing,', furnish'to'A.I.D-. in form .and substance ~
 
± satisfactory,, to,'A. ID. 
 .4 

(a), A Letter of Intent that crormiLs the Grantee to undertake a4-"~''--4
...~.medium-term structura1 adjustment program, as described' in 'a policy
 

"~'---framework pae, ahdt thtLetter; 7 i-.
 

(b), Evidence that Lhe GOG 4'ha~s not exc~eeded cumulaLive 1987 monthly
 
'
~"~' 4 'expendit ures or)4 Direct and Indirect Personnel Emoluments'L as sett forth in 

4Annex "II L~o this 'Agreemen', as of the month preceding this disbu'rsement, 

7 Evidence that the GOG has not exceeded cumulative 1987, monthly,(c) 


recurrent expenditures (defined, for purposes of,,this Condition 
Precedent, as total expendit.ures less capit-al formation outlays andliessi 
payments on debt principal and less redundancy payments), as set forth in-4 

j Anne6x II t~o this Agreement, as of the montLh preceding this disbursement. 

3.' Conditons.Prer-edent W~ Disbursemnent of Third "Tranche 

Prior to the disbursement of' thetLhird Lran~cheo 20,00 rL 

t e A.I.D4ssaneby documentation)'pursuant to whi~ch such 

2~.'~ disbuirsement 4will' be made, and,' subject to availabllit.y of 'Funds 

" 

,ini j
 
accordance with Section 1.'.2,.,the Grantee will, except as the Parties may
 
"otherwise age- .rL~grfrih to' A.I.D. in form and substance ~
 

4,',satisfactory to A.I.D.-" 

4 44(a) eiec hthe 'furnds~dtsbursed into the specia-l account u'nder~ 

enfl _q 


wth the'purpos' of Lhisprgaa'e ohinAexIPorm
 
Desc r i ti r
 

fisrace of U.his'~ rga ae 1 dtd i' epn-the 


""-(b) evidence LIhat. cordi<'"n prcdn L hes-rn ra ehv
 

been? met; ~~ '4~4 4-4 ~"' '4
 

- 4(c) Evidence~that Lhe GOG has not exceeded cumulat'e Ll 
"-3 expenditLures on, Di rect and Indirect Personnel Emrolunents, as se-U fpr -t in,7'~~ 

Annex T1 :to this Agreement, 'as of the month preceding this d a'bur:3emen 1t 

(d) Evidence that. the COG has not exceeded'cumulative 1987 moth
 

reucn expendliAures~ AdbfLned,.for purposes of this di-'>on 4 4 


Prcdet as total ecpeo,3 M,Itless s and lss
 
payments onl debt principal a3ild-.iess reaundancy payen~s),asse [rj i
 

S'Annex II-L t'his Agreement,'-as'.of thermon~t-h'precedinrg this di'sbursement;
 

e) Evidencje Lha(L-the GOG 'is4 closing the fis'cal gap for 1987, as setL
 
- Eorth in Annex II to this Agreemn 
 I 

http:Agreement,'-as'.of
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';a) 	Records 

Grantee will maintain financial r.eodsi acrac with <L 
__e c accountiig ncipX t asure q2o laiicewith.this 

~to b mitibed for ''at-;lea'sL.Eh ree ye-ar s- afLerJ 

SThe 


dsbrem It hereurid&<and. to be, made avAilable upon ;; 

requestfor~ examination at any reasonable Lime by.authorized 
-~he21Lbof'last 

j-' 

..~J'~j~ representatives of A.I.D. 

(b) Local Currency Special Account .. ,. 

The Grantee, using the highest lawful rate of exchange existing on 
Qthe .dat~e of the local currency deposit, will immuediately upon 
disbursement~ of the Grant -cause theEast Caribbean Central Bank to : 

,,deposit the local curren~cy' into the previously~ established special and .1 

S 	 separate-account, the equivalent amount of the Grant proceeds,. which
 
spepial accounit shall, except as A.I.D. may otherwise agree in writing,
 
be established and~used by the~ Government of Grenada as specified by the
 
terms 'and conditions of the Grant Agreement. 


(c) M4iscellapeous Financial'. 4bd Program Covenants-

Exep as A. D. may btherwise agree in wri(Ang,~ the Grantee 
covenants that:-

- -:. it will provide A.I.D.,on a mon~thly basis wit.h a detailed 
cash flow analysis of the Grantee's finances, current to date and 

projections for the balance,p1f the fiscal year, wi th in four 
wek of-the end of the month ov hc the cas flowlaa i is 

.including 


I KW~ iU ' it will not exceed the total expeindit-ures on Direft and ~ 
Indirect Personnel Emoluments, or-the total,recurrent expendit.ures 
(,~ as 	

-

idefined, for purposes of this Covenant, total expenditures lessi 
. 

capital formaionoulays and less paymenLs~on debt; principal and less 

redundancy payments), as set forth in,'Annex I[t o t~his Agreement,, as. of 
ed of alendar year 1987; and I

(i) itwill .npraigit 198B bugt esiae eneao to 

t -~---- set a,level of 'experditures 01 Direct, and Indirect Personnel Emoluments 
.that fully' captures the savinds' Inherent in~ the reeenrhmentL program 

.. 	 planned fo 97 using the- approach set fort in An.xI t-o'..hI >4s 

II 


I 	 -~-141111Agreement; -4I 	 ~ 1 

-. (iv) will carry out the civil service ret.renchment. progra,-:-~it 


(v) It.will clos~e the~)ILscal, gap fo 187as set. Fnrih inAne 

tI I''41II 	 to this AgreemenL; -and I , '-

(Vi)~ all l~ocal currer -~expendit.tires det-ailedmin 'Sctin .I 
ofthe.GrantAgeet or as4 subseqienly amended wilhavebeen carried> 1 

oitby year-~end 1987.t->1 -



---	 '-4 
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(d)', Imot2rmte," ~' ~ae 
Th ,Granteevcoeat oiprtfo h nte Sae uig h 

predecessorporam assoitanced Sats Douetto evidencingouc 

imote Grallee comants to inpform fromsuhetUniedsats dri the.ID 

by the Grantee and shall be made available in accordance with'ScLo 

51.. hereof. 
2 .' 

(e) Reports2 

The Grantee, unless A.'I.D. agrees otherwise in writing, will furnish 
2 to A.I.D. periodic reports on the status of the funds, and the use 

thereof, of Lhe local currency equivalent of the U.S. Dollar proceeds ii) 
.a format acceptable to A.I.D. The first report will be due three months 
after initial disbursement with the final report due one month after the2 

, 

~ 

final disbursement-of United States dollars. 

()Publicity 

2 The Granteee' covenants that it will give appropriate publicity to the 2' 

grant and activities funded thereunder )As a program to which the United 
2 States has contributed., 

~~2 ~(g) Consultal ion - -'-" '' -

The Grantee covenants to meet at regular 'intervals with' A.I.D. in 
order to con suit, concer'ning 'the effectiveness of the activities "22 

' 2, 

undertaken through' the Agreement and Lo monit.or progress on economic " 

'policy matters generally. 

Wh Execution of Program 

()The Grantee shall carry out the program or cause It to be 2 

2 carried'out -wiLh~due diligence and efficiency,< in- conformiby',with sound 
technical," financial, ;and manaenn~rc~cs n ncnomt4wt 

12 2 

thsoumns 
'arrangements, and 

lns, specifications," contracts, schedules or other,'
with any modificaLtons herein, approved by' A.I.D. 2 

2j" pursuant' Lo this Agreement; and2,2' -' 

(it) 
suhstaff 

Provide qualified adexperienced mngetfoadtrain' 
as "may-,be appropriate for2 the maintenance adoperat'ion of, Lthe "., 

I 

program, and, as applicable for continuiog2'activittes, cause' the program.
Lobe oper'ated and maintained 2in such manner asi'to assure the cont'inuin-,g2 

2' 

2 

'-''2 and successful 'achievement of the purposes of the program.,"~%, ,~ 

D. .,Use of U.S. Dola Reore 

rsD.2e 2rbe tof2IacSe Dollar W Moras i<.prviu pro,'a asi -ac 2r 

Lo22 Gr n d re u r onl Ain tha GOG~ re or '2''212"222'' Grenad ha i VIprJ2 

4; I . " 2 ~ 222 2 "2 2 1 ''K '" 
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f rom the U.S goods and serice inp an. amount~la~uv~g o'te~ 
amount, f: rogram~ assistance provided ude this Grant. 

~DespitE.' Lh6oreg61ng, _h gudnecbeauhrzn 
isina.
tEhis PAAD _asked'-tIhat 'the Mission. discuss 

o1o 

~dfeasibility,,of establishing 
in he4 A th papprovkPlity

a mechanism for tracking. of.SFU _-fr-l ofmbr-t-t-~s-cEheECCd7_for future''-or~i'd6'tdio6." ,TnI fat n.dsu it:fti su hat' contains solid reomewol reur eotain 
ith not ooly the Eat~r .,aiben er'~aBan, bp aso 
ith the member governments;. Andthe ?central bankc wouldbe n n ostont consider modifications of its existing pract i ces~Swithout formally, conferrin, 'with, its, member go verflment,.s. The folltowingpa arpsaea rlmnr 
discussion of this,'issu'e, an~d Mission willEO2f'Alo up this discuss.n' with a cable- to AID/W by Lhe end -of Lhis,fiscal
-~--year that contains a complete discussioij of the situation. 

~T~~frtpoint to be made ~about the curreocy noni effect in the-Eastern Caribbean is' that- the convertible currencies maintained bythe
., ECCB-are held in po .withou any 
 dsintos ttce.other words-, it'is the unio tht~ 

I 
owscnetbecrec~eore


4 not individual member governments. When convertible urnisnL'e

hands of~governments are exhnedate ECBdollars,. the o E~ ern, Car ibbean' (E)converting governmnnthas, a claimn on'2the'pool for the
convertible currency equivalent of te,,
<'Terefore,, the government ,os o:hy 

ollars 'it-now holds.., 
conertblecurrency resources that- it surrendered to the ECCB.Consequently, any-trackirng ofUS 'doll1ar resource's requited by-overnment would,require the establishment o~f 

the US-- 2 t'otally n'~ewproceduresthe -ECCB, aphee po.cdreswould 
at 

bin cofitwith the-~ established 
procedures in theArticles of the ECCB.A 

-2~
 

In theory-, howe'Ver,_ it woiild be possible fo ECCB Lost 2h sd
 -incoming convertible currency for'alpartic'ular country. 
 £he ECCBco'ul'dthep, track 4,,,fe speeific -uses of those convertLb le currency, resoces .'The' utLi y of this' approach is not Immediate ly evidentf, except as. a-;-------means of meetingU.S..Government requirements. . In Lhe raSe OEL Lhe',OECS~countrIes,, imports from the U.S. 'on.an -ann'ual basis are 2several imePs thelevel of conceivable. program ,assistance for alisimilar 
-

per~iod.:- Thus,V .',iLIA-would not ~in principle ap-peai dEfficulL for. RDo/C's proqra 
 as-sistance,
4recipienLs to Me6L the rfequirements of State V208446. 
 The wililingpess of'ECCB adhnehe tebrCentral ban iLself),1to est~ablish a~mechanism, however, 4must 
await further consultaLion .,
 

E4. Use of Loca l Curre ic y 2 
 - % ' ~ # -


Telclcrecyeuverof US. 1,million4the central'governmenL11s unfina~nced 'def iu..-
will be used to hepfn

(Th l uequivalent of USpoO,ooo 2
w4il~l be deposited Into,a LtusL fund account L-o-<asitADi-
 iacn local currency operation a- ex~pses4 rio 1
iiildsusmELeGOGill Egree wiLhd 
 AID on the bdge"line
iems 'to which-local curr-ency expenditure will beaLtrP, ted. Primary -

element of the recur 2rern bu~dget whchAD 'b'eliees shn~ouild not goUOfunded i.n -.tie even of :Leincv al finanial crunh. The ,Iaecy.a 'i ems
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Local currency will be released from the special account in a somewhat
 

different manner as that of the preceding program assistance arrangements
 

with the GOG. For the first and third tranches, the local currency
 

equivalent should not be released from the account unless a comparable
 

amount of GOG central government expenditures have occurred on
 

retrenchment. For the second tranche, this retrenchment consideration is
 

not relevant. Although AID will not directly approve or disapprove
 

release of funds under this arrangement, the Mission will be closely
 

monitoring performance. The GOG will be expected to maintain records on
 

not only the attribution expenses, but also the retrenchment program's
 

progress.
 

F. Trust Fund
 

S200,000 of the funds from this ESAP II program will be used by the
 

Mission to defray the Mission's operating costs in Grenada. Expenses
 

expected to be included in this expenditure of trust. fund resources
 

include costs such as office rental, utility bills, local salaries,
 

transport, and other expenses related to AID operations in Grenada.
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VV, '7 IMPLEMENTATION ---vK ARRANGEM4ENTS-

~Program assistance will be sused 4in supporto01 OG CY 198 strctra 

million requi7ested, RDO/C iftY~ngoiate aui Si agraot agreemeint (ESAP
 

47-U~B .-- Method of Payment<w-

<TeU.0mill1ion. will be disbursed in three Lranches. Using the -

el'ectronic, funds < transfer methbod o~pyenAID'Will advise we 
conditions5-have been saL5isfied~for~each disbursement, indicating'.Lhat the
 
U.S. dollars <should'be deposited in',Lhe ECCB account in the7 ederal 
 <<5< 

ReserVed'Bank of New York._ The fund transfer request will ask the ECCB 
 7 

Sto 54credit,.the local commercial bank account7 desigrtdb h GOG with 

~7~<~'~7< the loca17Thurrency equivale<nt of the U.S. dollar disbursement. «TheRDO/C<.
 

Controller!s~office in-Barbados and theRDO/CGrenada office Will be,
 
notified by cable when' the electronic funds transfer has-been compleLed.
 

-C .< Mon 1 (7 or 

compianc with, covnan anU imnportse'ULI' requiringI' euvlnamntof of< 

goods and services from the US<5 wthin twelv~e months of each disbuirsement;~ 
will be monitored from4thelisting'of eligiblie imports purchased duin 

~47,-- each quarter, which Will be submitted Lio AID on a quarterly5- basis from'-~ 
--- he.'date of T irsL.iburs<ementV- r775-
 compliance5With all 7other condititons andd7~7<?7j4 
- ovenants-of5 the <areernentcW<~~ will be reviewed as needed ~by5-Lhe Lwo 'partites , 

74 5 54 4 ~ 5 A 
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53d-0141
 

GRANT AGREEMENT
 

BETWEEN
 

GOVERNMENT OF GRENADA
 

AIND THE 

GOVER14MENT OF THE UNITED STATES OF AMERICA
 

ACTING THROUGH TiE
 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

FOR 

ECONOMIC STRUCTURAL ADJUSTMENT PROGRAM If 

Dated: July 21, 1987
 

KJI. 
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GRANT AGREEMENT
 

BETWEEN
 

GOVERNMENT OF GRENADA
 

AND THE 

GOVERNMENT OF tHE UNITED srArES OF AMERICA
 

ECONOMIC SrRUCTURAL A9USr.%MENr PROGRAM II 

AGREEMENT, dated the of 1987,, between the Government of the 
Commonwealth of Grenada ("Grantee-) and the United States of America acting 
through the Agency fo International Development ("A.I.D.'), together referred 
to as the 'Parties'.
 

Whereas, the Governmrent of ithe United States, acting through A.I.D., 
desires Lo assist tne Government of Grenada to achieve economic structural 
adjustment ends;
 

Now, therefore, the Parties hereto agree to follows:as 

Article I. The Ass st anre 

SECTION I.I. The Grant 

A.[.D. agrees t.o 3rant to the Grantee, under the terms of this Agreement, 
not 
to exceed ?ive Million United States Dollars (JS$5,000,000) (the *Grant') 
to assist the Government. of Grenada in attaining structural adjustment goals. 
The Grant 1ill provLde a more secure oa-st for undertaking structural economic
reform in Grenala. 'he Grant- wit 31.so orovide for the establishment of a 
trust fund spcc3 account for the operation3l expenses of administering <.e 
J.S. economi a3ssistance program in Grenada. The tot-al grant program call 
for disbursement in three ttranches subject to the conditions precedent set 
forth below, rhe acotivities rontemplated herein ar. ampli.fied in the Prog, ,a. 
Ynscription set forth at Annex 1. 
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Article II. Conditions Precedent to Disbursement
 

SECTION 2.1. Conditions Precedent to Initial Disbursement
 

Prior to the first tranche of $1,200,000 under this Grant or to the
 

issuance by A.I.D. of documentation pursuant to which such disbursement dill
 
be made, the Grantee will, except as the Parties may otherwise agree in
 
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D.:
 

(a) An opinion from the Chief Legal Officer of the Grantee stating that
 
this Agreement has been duly authorized and/or ratified by, and executed on
 
behalf of, the Grantee, and that it constitutes a valid and legally binding
 

obligation of the Grantee in accordance with all oZ it-s terms;
 

(b) A statement reoresenting and warranting that the named person or
 

persons have the authorit_y to act as the representative or representatives of
 
the Grantee together .i!h a sJecimen signature of each person certified as t.o
 

its authenticity:
 

(c) :vi~ence that the Grantee has est.ablished an account into which the 
U.S. dollar proceeds of the Grant can be disbursed; 

(d) E.vide ce ha (1) a special and separate local currency account- 1 s 
been established in 3renala int.o which the E.C. dollar equivalent of t.he 3rant 
will oe deposited, and (2) the Grantee is committ-ed t.o use the deposit.ed local 
currencies ir ises i" accordance wth the provisions of Annex I - Progrm 
Desc ription; 

(e) \ commitment that the Grantee will jeposit into the special accoint, 
immediately on i-3bursenent of each iranche of the Grant proceeds, an a::oini 
in local ,-urrency eqli aient to the dollar Jis :u roemenl. under the Grant; and 

(f) A motually ajreed spon list of Government of Grenada oudIet lin,! 
items, on which fnds from tihe soecial account- will be expended as fEinds tr*, 
withdrawn under the cond itions A1 set forth in Anniex t1o Lh is Agree.nent 

(g) A -ut ia1 'yagreed upon plan which ident ifi es a program to ciose the 
E'tscal gap for the 1-j87 oudget as outlined in Annex 11 to tc:i. A reenen. 

SECTION 2.2. Conditions Precedent to Disbursement of Second Franche 

Prior to the disoursement. of the second tranche of $I,800,000, or to the 
issuance by A.I.D. of documentation pursuant L.o which such disbursement dill 
be made, and, subject to availability of Funds in accordance with Section 1.2, 
the Grantee will, except as the Parties may otherwise agree in writing, 
furnish to A.I.D. in form and substance satisfactory to A.ID. 

(a) , Letter of Intent. hat commits the Grantee to undertake a 
medium-term structural adjustment program, as described in a oolicy framework
 
paper attached to that. Letter;
 

http:deposit.ed


(b)? Evidence that the GOG has~not~ exceeded~cuLmulative 1987 monthly>K ' 
expenditurest on Direct and Indirect PersonnelIEolmns as.e~oti 

.KYAnn2(I t tis gremen, s of the month preceding t.his disbursamiL:; and 

Ane II to this Agemet a 

~()Eiec that the GOG has not exceeded cumulative 1987 monthly J7;< 
recurrent~~expenditures (defined, for purposes~of ~this Condition Precedent, as 

<~ total expenditures less capital formation outlays and less payments 'ondebt 
~kK1,~rprincipal and less redundancy payments), as set forth in Annex II to~this 

~~27 Agreement, as of the month preceding this disbursement. : 

.SECdTIO 2.3. Conditions Precedent to Disbursement of Third Tranche 

Prior to the disbursement of the third tranche of 20000 rt h 
issuance by A.I.O. of documentation pursuant ~otowihscdsbrentheil 

be made, and, subjectL to availability of Funds in accordance with Section 1.2, 
the Grantee will, except as the Parties may otherwise agree in writing, 
furnish to A.I.D. in form and substance satisfactory to A.I.D. 

i 

(a) evidence that the funds disbursed into the special account under the 
first tranche of this prOgLam have been fulll liquidated, in keeping with the 
purposes of Lhis program,,as set forth inAnnex I, Programp Description; 

met; 
(b) evidence that conditions precedent to the second tranche have been 

-; .~ (c) Evidence that the GOG has not exceeded cumulativie 1987 mionthly 
expenditures on Direct and Indirect Personnel Emoluments, as set forth in 
Annex II to this Agreement, as of Lhe month preceding this disbursement; 

~~ 

(d) Evidence that the GOG has not exceeded 'Cumulative 1987 monthly~ 
recurrent expenditures (defined, for puirposes of this Condition Precedent,, as 
total expendituires less capital formation outlays and less payments on debt 
principal And less redundancy paymients), as set forth in Annex II to this 

Agreement, as of, the month preceding this disbursement; and ' 

I 

(4e) Evidence that the GOG is closing 
f'orth in Annex Ito this Agreement.-

the fiscal gap for 1987, as set> 
-

SECTION 2.4. Notification -. 4 

'WhenlA.I.D. has determined that the conditions precedent to disoursement 
specified ,in4 Sect ion 2.1."~ 2.2. 4and 2.3. have been met, it will promptly.4 

>-~---~ SECTION 2.5.-'' Terminlal Date' for Conditions Precedent 4>---

'"""' "tv"t""If' 

-'~~not 
ati~ 

Lhe ~conditions"precedeLtseCt forth in Section :2.1 , 2.2. and 2. 3 -ha3,,e4~r4 

beenmet wihin a reasonable 'time <from4ALie date of this Agreement,,, A.I.D.~"~~ 
pin a emnteti gemnb rte notice to the-Grantee. 

-

'4'''4 "'"4,", "4'' ''444' 
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Article III. Disbursement
 

SECTION 3.1. Deposit of Disbursed Funds
 

After satisfaction of the applicable conditions precedent, at the written
 

request of the Grantee, A.I.D. will deposit the proceeds of the Grant in the
 

designated U.S. correspondent bank.
 

SECTION 3.2. Date of Disbursement
 

Disbursement by A.I.D. will ne deemed to occur on the date(s) the proceeds
 

of the Grant are deposited in the bank or banks designated pursuant to Section
 

3.1.
 

SECTION 3.3. Terminal Date for Use of Special Account Funds
 

Except as A.I.D. may otherwise agree in writing, the terminal date for use
 

of the Grant proceeds deposited in the special account shall be June 30, 1988.
 

Article IV. Purposes of F in__s 

SFCTION 4.1. 

The Grant nroee; that the -rant funds will be used for purposes set 

forth in Article I an' will not ne used for (i) financing military 

requirements of any kind, including the procurement of commodities or services 

for military purposes, or (ii) luxury items or pesticides which are not 

registered by the U.S. Environmental Protection Agency without restriction. 

Article V. Covenants
 

SECTION 5.1. Records
 

The Grantee will maintain financial records, in accordance with generally
 

accepted accounting principles, to assure compliance with this Agreement, suct
 

records to be maintained for at least three years after the date of last
 

disbursement hereut..er and to ,emade available upon request for examination
 
at any reasonable tLme by authorized representatives of A.I.D.
 

SECTION 5.2. Local Currency Special Account
 

The Grantee, using the highest lawful rate of exchange existing on the
 

date of the local currency deposit, will immediately upon disbursement of the
 

Grant cause the East Caribbean Central Bank to deposit the local currency into
 

the previously established special and separate account, the equivalent amount
 

of the Grant proceeds, which special account shall, except as A.I.D. may
 

otherwise agree in writing, be established and used by the Government of
 

Grenada as specified by the terms and conditions of the Grant Agreement.
 

T)
 



----

-- 

I(~ SECTION4 5.3. ~~Mscellaneous Financial and Prga oeat
 

as A.I.D. may otherwise agree in writing,-the Grantee covenants
 SExccept 


thata
 

s of the'Granteel s'finances, currenL to date ~and icudngrjcin 
orthe balance of the fiscal year, wfthin four weeKs of Lhe:'end of the month~iJ 

-on wh~ich the cash flow analyjsis is,reporting; 

'aalsi 


t 

(b) it will not exceed the L,,)ta1 expenditure's on Direct and indirect
 

Pesne Emoluments, or the' total recurrent, expendituvlis (defined,,for>
 
2' purposso this Covenant, as total~expenditures lesscailfomtn
 

outlays~ and less-paymenLs on debt principal and ,less redundancy~paym~e'nts), as-~-~
 
;1wset forth in Ann~ex II to Lais Agreement, as of',end of cale~ndar year 1987,and
 

(c) it willin preparing its, 1988 budget estimates endeavor to set a
 
of expenditures'on Direct and Indirect Personnel- Emoluments that fulljl 

P captures the savings inheren in the retrenchmient program planned for. 1987, . 

-using Lhe approach se forth inAnxI oLhis Areet 

' ,level 

()it will 'carry othecivilsevc retrenchment program, as 'se'
 

forth in Annex II to Lhis Agreement; 
 ,-' 

'ot
(e) itwi'll close the fiscal gLPfr1B as se i.Ane I
 
-'~-A---this .,Agreeme'nt, and 	 .' 

"'(f)' all local currency expenditures detailed in Section 2.1(f) of the 
Grant Agreement or as subsequently amended will have~been 'barr ted~otb 

-
-~ SETIO5.4. Imports from'the'IUnited States~ 	 ''-$ 

The Grantee covenant's to import from -the 'UnitedStates,.du'ring the welv&7e
 

monh e~xeutlon ~of, the Agreement goods and services inan amun
prio~af 

aL-"' 	 excluding those goods3 1.o
~ 4 ea'st equal'to Five Million. Unitel States Dol~lar s, 

-' sg-nfs n 

which an a~trDuiton 
__ 

is m~ade under any, predecessorkprogram85L~aIeassis 
"4--- 'P Dcumentalto evdnigsc mot shall, be maint'ained 'in forM and 

§ W sub'stanc ,satisfactory to A.I.. by 'the Grantee and shall be,,made availabl in~ 

4 A'4 'J~corac wiLh'Section; 5.1l.'hereof.'

'SECTION" 5.5'.; ReporS~ ' 	
'P 

Theraneeunless 	A.I.D. agrees otherwiseln writing, will furnish to 
on the status of 'th9 funds, and.4the use thereof,'of K" AA UW.- periodic, reports 


the 'lccurrenlcy ejuivalent of Lhe-U.S., Dollar proceeds in a format ~
 

acceptable to' AI.D. The-first report will Ib'due t;hree~months after initial'
 
-

h ia report due one mot afe h ialdsusmn
dibreetwt 

o StatesE Unte dollars. 
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SECTION 5.6. Publicity
 

The Granteee covenants that it will give appropriate publicity to the
 

grant and activities funded thereunder as a program to which the United States
 

has contributed.
 

SECTION 5.7. Consultation
 

The Grantee covenants to meet at regular intervals with A.I.D. in order to
 

consult concerning the effectiveness of the activities undertaken through the
 

Agreement and Lo monitor progress on economic policy matters generally.
 

SECTION 5.8. Execution of Program
 

(a) The Grantee shall carry ouc the program or cause it to be carried out
 

with due diligence and efficiency, in conformity with sound technical,
 

financial, and management practices, and in conformity with those documents,
 

plans, specifications, contracts, Achedules or other arrangements, and wil-h
 

any modifications herein, approved by A.I.D. pursuant to this Agreement; and
 

(b) Provide j(ialified and experienced management for, and train such
 

staff as may be appropriate for the maintenance and operation of the program,
 

and, as applicaole for cont.inuing act ivit ies, cause the program to be operated
 
and maintained in such :mianner as to assure the continuing and successfu.l
 

achievement of the .purposesof the program.
 

Article VI. Refunds
 

(a) In the case of any'lisoursement, or release of funds from the spectl
 

account, which is not supported by valid documentation in accordance with hi;
 

Agreement, or which is not- made or used in accordance with this Agreement-,
 

A.I.D., notwithstanding the availability or exercise of any other remedie:
 

under this Ngreement, say require the Grantee to refund the amount of such
 

disbursement or release in U.S. dollars to A.I.D. within sixty (60) days ays
 
receipt of a request therefor;
 

1. (b) [f the failure of Grantee to compL.I ,,th any of its obligations jnJ,r 

this Agreement has the result that the Grant is not- used effec-ivel/ in
 

accordance with this Agreement, A.I.D. may requiLe the Grantee to refund all
 

or any part of the amount of the disbursements under this Agreement in U.S.
 

dollars to A.I.D. within sixty days after receipt of a request therefor.
 

(c) The right under subse,-tion (a) or (b) to require a refund of a
 

disbursement will continue, notwithstanding any other provision of this
 

Agreement, for three years from the date of the last disbursement under this
 

Agreement.
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IN WITNESS WHEREOF, the Government of Grenada and the United States of
 

America, each acting through its duly authorized representatives, have caused
 
this Agreement to be signed in their names and delivered as of the date and
 

year first above written.
 

GOVERNMENT OF GRENADA UNITED STATES OF AMERICA
 

By: By:
 
Herbert A. Blaize John C. Leary
 

Title: Title:
 
Prime Minister Charge d'Affaires
 

By:
 

James S. Holtaway
 

Title:
 

Director
 

RDO/C
 



TRUST FUND AGREEMENT
 

between the
 

GOVERNMENT OF GRENADA
 

and the
 

UNITED STATES OF AMERICA
 

Whereas, the Agency for International Development (A.I.D.) on behalf of 
the United States of America and the Government of Grenada (The "Parties*) 
on , 1987 have entered into Economic Structural Adjustment 
Program II ";iih the Government of Grenada in the General Agreement for 
Economic, Technical and Related Assistance signed with the United States of
 
America on May 7, 1984 have agreed to contribute fully within the limits of
 
its resources and general economic conditions Io its development program; and
 

Whereas, the Agency for International Development in the course of
 
administering an economic assistance program in Grenada will incur substantial
 
Operational costs;
 

No4, Therefore, the Parties agree as follows:
 

In accordance with the provisions of the Economic Structural AdJjustment
 
Program II Agreement, local currency funds in the equivalent amount of 
dS$200,000 shall be deposited by the Government of irenada into a special 
Trust Fund accodnt at- the direct ion of and in acorlance with instructions 
issued by A.I.D., such instructions to take into ac,'ount. the status of 
disbursement under t-he trinche method of disairsement. 

Disbursement s from the Trust Fund may be made on behalf of the Government 
of Grenada oy A.T.D. exclusively fol operating expenses of the A.I.D. program
 

in Grenada.
 

A.1.D. shall maintain records and provide the Government of Grenada w4ith 
an annual account.ing of the uses made of the funds so deposit ed and, at an; 
other interval agreed upon by the Government. of -renada. 

interest. earn ing., if any, on fusnJs hal. in trLisl, pur:;uant to this 
Agreement shall be added to tlhe rust Fund. Any balance remaining in the 
Trust Fund upon t ermination of this Agreenent. or of the U.S. economic 
assistance program in Greaada, whichever is later, shall be returned to the 
Government of Grenada. 

-/
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In witness whereof, the Parties, acting through their respective duly
 
to be signed
authorized representatives, have caused this Trust Fund Agreement 


of the day and date first above written.
in their names as delivered as 


UNITED STATES OF AMERICA
GOVERNMENT OF GRENADA 


By:
By: 

John C. Leary
Herbert A. Blaize 


Title:
Title: 

Charge d'Afl3ires
Prime Minister 


By:
 

James S. Holtaway
 

Title:
 

Director
 
RDO/C
 

I 



Annex I
 

PROGRAM DESCRIPTION
 

The Program
 

The Economic Structural Adjustment Program II (ESAP II) consists of
 

the incremental disbursement of an estimated US$5,000,000 to the
 

Government of Grenada (GOG). The grant proceeds will be deposited
 

in the Eastern Caribbean Central Bank (ECCB) for the account of the
 
GOG. The ECCB, immediately upon receipt of the dollar proceeds,
 

will transfer the local currency equivalent of the dollar amount
 

made available under the Grant into an appropriate special GOG local
 
currency account to be maintained in a commercial bank in Grenada.
 

The major purpose of !This Grant is to enable the GOG to carry out
 
various programs which will lead directly to reduced recurrent
 

spending in 1988 and beyond. If the GOG is successful in carrying
 

out these programs, it is expected that by the end of 1987 Grenada
 
will be engaged in a multidonor-funded structural adjustment program
 

for the 1987-90 period, under the 'tighter consultative group, (TCG)
 

mechanism. For example, the GOG has initiated a civil service
 

"retrenchment' program which is expected to produce a one-time
 
t;4enty-percent reduction in the wage bill. However, the initial
 

costs of such a retrenchment program, in terms of redundancy
 

payments mandated by 3renadian law, will be high, and the savings in
 
the retrenchment program will not fully accrue to tLhe Government
 

until 1988. This Grant is intended to assist the GOG in this
 

endeavor, primarily by covering non-retrenchment budgetary costs,
 
thus freeing up COG resources for retrenchment. requirements.
 

In ESAP I, the GOG agreed that any fIt ure bidge7.iry nssit ance from 

A.[.D. to the COG would be "provided only in connection with 

development of a medium-term structural adjustment program in the 
framework of The TCC mechanism,' and that it was anticipated that 

such a program would oe in place in calendar year 1987. The current 
timing for development of this TCG progrim is that (a) considerable 

analysis by and discussion between the donors and the GO-C has 
already occurred, (:)) the GOG will negotigte in August wit1h the 

mlltilateral donors on the contents of a "policy framework paper" 
(PFP) to guide the proposed TCG program, and (c) the COG will subbmit 

in August or Sept ember a Letter of Intent t o not. only the 
multilateral donors but to A.[.D., s well, signifying COG 
commitment to the program set out in the PFP and agreed to by the 
donors at the staff level. 

it is anticipated that t.he first tranche of the program assistance 

(US$1.2 million) will oe provided nearly immediately after the Grant 

Agreement is sig3ned. The Funds will be deposited in a special 
account for GOG use in covering agreed-upon oudgetary expenses, on 
'hich the COG must. maintain appropriat-e documentation. The GOG 

agrees that funds deposited into the special account from this 
tranc'he will be released only to the extent that comparable funds 

have been expended on severance payments associated with the
 



~ 

-" 

a 

*--

ret renchme~nt program Trhe second tranche N~l. million) wili be': 
Sdisbursed when the GOG has presented'A.I.D. with a-letter of i'ntent 
on a medium-4t9' structural adjustment program' and'this' isexpected 

Sto occur in August or September. For the funds disbursed under this 
trnhulk toefrte is and third 'ranches,' th~ere' will 

Sbe no reurmnthtfunrds released from the special account be, 
matchedb a opaal amount~of retrenchment expe6dit~u es.: The 
~third' traich&I(US$2.Ormilion) is scheduled~for November> and w~ 

-- be-dt-sbursed if--- " h -e on - a -h -7as b e - is u se -- ).h -
GOGsepenituesto'date oniretrenchm.6t~severance payments aon 
G1G0 mxpenioure(c he'GOGhas me 

Sto 'orethani~the equivalent~bf ,U*. ilin (~m 
performance- targets,~and (d)the GOG~provides evidence'that' t is 
tcieospcinql fiscal gap as d'escribed in Annex II. Upon deposit into 

thesp~ialaccount, the GOG will~be expected to us the funds for 
th agreed-upon uses~and will be expected to draw on the funds from4 
th is trache (as is the case for the first tranche) only to the 
extent that'a comparable amount of retrenchment expenditures have 

~' 

r -. , 

: 

.. 

m 

,"- ---

-:bfqema~e. 

A. Support of Central Government Budget: 

~Z.iThe local currency equivalent of US$4,800,000 will be used Ito 
~support~the recuirrentL budget and the public sector investment 
program of Grenada in order to enable the Government of Grenada to 
enter'ito a comprehensive, medium-term structural adjustment 

p of 4v uder the "tighter consultative group* mechanism. Specific 
uses ofthis local! currency equivalent 411l be agreed upon jointly 
,prior to tha first disbursement.> 

B. Trust -Fund: 

From the local currencies deposited by the Grantee into a separate 
local currency account as a result of compliance with the Program 
Description and Section 12the Grantee shall deposit local currency, 
into~a special Trust Fund account in accordance with the provisions 
of a separate-Trust-.Fund Agreement, executed this datey between 
<A.I.D. and the Government of Grenada. 

S'' Such deposit shall pe malde, in accordance w.ith Instruct ons fromj 
A.:I. D. and shall be made in acco rdance with the following schedule: 

- Deposit of US$200,000 equivalent upon disbursement by 
A.I.D. of first tranche. 

'~<~~4< 

SThe Trust Fund' shall be used as 
Agreement referred to above. 

set forth in the separate Trust. Fund 

'A' 



~~ ~~- ~~-PROGAMTARGETS~~AAYAi~. 

arerafrrdnti Sections 2.1.., 2.2.,',and 2.A3., an~d in Section 5. of
 

B.The following tableA cotismtal ged agt~ eurn
 

4expenditures and for the subset~of those expendituresl which relate'to 
ASpersonnel payments, by quarter .Euuuj0: 


Q1 0Q
2 AQ3 Q4I~A\AA 4 

.118.000'
RECURRENT EXPENDITURE . 24.5T7 29.653 35.650 .28.160 
Personnel 13.737 14.405 16.244 .68.713,24.327 

The recurrent expenditure targets in the above table are exclusive of
 
prAiil and redundancyA payments, and are on an Aaccrual basis. The
 

Asubset of recurrent expenditure which is denoted as "Personnel' is the sum
 
of direct and indirect personnel emoluments... 
 . A 

~C. The following calculations, based onAGOG budget estimates for 1987,.
 
.indicateA the level of total expenditures on Direct and ndirect Persnnnel. 
Emoluments, that both Parties to, this Agreement understand will form the 

AA. 

Abasis for establishing total expenditures on Direct and Indirect.Personnel 
' Emoluments on an annualized basis once the retrenchment program is 
completed in 1988.A
 

A~ 

>-CALCULATION AAMETHOD:A AA.AAl 

step l.A From total 19A87 personnel expenditure in Section B, above,. 
'UBTRACT 
 ECtl.9c millin, the projected annual savings
 

- AlA f.:im civil service~retrenchment dhich willfoccur ~JI A..resulting. 

in 1988.A AAAI 2'~ 

Ste 2. Prmtersl fAtp1 UTATEC 5mlin h 

amoun of the prpoe 198 cii s o wag AetleAn 

j.AAthat.-A Aoer an 198A6, A98 

Goenet ug. resuligi~hermv~ an suchA AAA
Porm of AA 4 

rmouoargamethe oed lwer tisewg le ettlemerdngAAral 1987wil c . -A
 



D. The GOG agrees to carry out during 1987 
a civil service retrenchment
 
program according to the following plan, with the following implications

with Lespect to recurrent expenditures:
 

TOTAL CIVIL SERVICE SECTOR RETRENCHMENT BY MONTH
 

Approximate Approximate 
Annual Redundancy 

Month 
Tota. Number 

Ei,1ployees 
Savings 
(ECj) 

Payments 
(EC4) 

May/Sept 1987 
Oct 1987 
Nov 1987 
Dec 1987 
Jan 1988 
Feb 1988 
Mar 1988 
Apr 1988 
May 1988 
June 1988 

177 

168 
168 
169 
171 
171 
171 
171 
221 
213 

1,239,000 

1,176,000 
1,176,000 
1,183,000 
1,197,000 
1,197,000 
1,197,000 
1,197,000 
1,547,000 
1,491,000 

909,000 

920,000 
920,000 
920,000 
977,143 
977,143 
977,143 
977,143 

1,262,857 
1,217,143 

TOTALS 1,800 12,600,000 10,000,000 

E. The GOG agrees to the following pcogram to close the 
the 1987 budget (EC$): 

RECURRENT REVENJES
 
RECURRENT EXPENDILJRES 
RECURRENT 3ALANCE 
CAPITAL EXPENDI rJRES 
CAPITAL GRANTS AND CONCESSIONARY LOANS 
PRINCIPAL REPAY'IENTS !JNDEB 
OVERALL BALANCE BEFORE BORROWING 
FINANCING 

"DOMESTIC BORROWIN; 
BUDGETARY GRANTS 
UNFINANCED GAP 

CLOSING THE UNFINANCED GAP
 
REVENUE ENHA,1CEMENT 
EXPENDITURE RFDUCTION 

fiscal gap for
 



-----

-33 - -	 '~3~ ~-'3- l GRENADA COUNTRY CHECKLIST~~--~-~ > 

A. GENERAL 'CRITER IA FOR COUNTRY ELIGI81LITY -

1. 	 FAA Sec.. 48l(i) (1),,FY 1987' Continuing No ------ f~~ 
« Resolution Sec. 528. Hfs13-t been determined -" 

~:~x( or certified to tne Congres~s by the&President' -3 

' 

-4V: A 
Sthat the government of the r ecpient-country. 
-- ma fai-led to 7-ke-,-adequ'ate-measures-or steps----- --

to prevent narcotic 3and psychotropic'3drutgs .or
 
~other,,,controIled substan~es'(as~listed inthie-3 ~
 
schedules insection 3202 of tne.Confpremensie

3
Drug Atbuse -,and;Prevention Control 3Act 'of

l7)which~ are culti vatd prdud'' 

- 3 

1971 te, porucpa'rt, n 
333

processed illicitly, inwholeorpti

Ssuch-country or transported through eachi<
 

~ ~*~' count'ry 3from being sold ilflegally witnin the
 
-~~ jurisdiction of such country to Unlited.States,
 

government personnel or- tneir'3dependents or 
 -3-, 

from entering the United 3States unlawfully?
 

~<4-j'--------FAA Sec.- 481(h)(4). H}as the President
 
determined that the recipient country has not.3
 

~ taken adequate steps to prevent (a) the -43

processing, inwhole-or inpart,,in' siuch 
country or narcotic and psychotropic<'drugs (a)No 
<or 	<other control led,substances, ()tne3
 

-~~~ ~transportation through 3sucii country,of 
 -

- narcotic and psychotropic 3drugs or~otner 
3 -3 

(1) No 
-3 cntrol led Sut and of * 

such country as a refuge' or,.il31egal 3drug3 <> 3 

- ~ 	traffickers? i33~333.**jfU3 (cY No- 33333 

3. FAA Sec.- 620(c).- If assistance is to a~ No3 -	 <'~--33 -3 

government,,3-is tne government liable as.N'-~~ 33~33  3 

3-3~~-4~333-3-*to a4US ucontitioal guarantor on any,-debt3- . 
toaU'S.ctzeni for3-qoods or services '-~< 

33 

-3~'3 	 33'-3'3

furnisned o'r <ordered <were(a)"such, citizen 
33333-43has, exhausted3'avai ]able 'legal' remedies, and-

3 

3 	 -3<-3 

- - 3~3-3-331<~sucn government? >- 33' <-~3 	 A ~ 33' 
3 3~ 

4. FAA Sec. '620(e)(1).~ Ifas'sistance is-to a~ No<3
 
gnvernrent, has it 3 iriclud<ig g'overnment 

-~.: 


3-3 	 3 '-	 <334*<<agence vo~s taken'any ,action<- ,K'«-*-
3 - 3 ) 	 ' )h ic 	'>h a s tne ~effec t rof n ti n l i z g - - -> <;3- -3 +." 

exrpitn"o 3-tnerwisefseizin <ownership -i~<3~ 

or,< 	conitroV Vf 'property 3f4 U.S. citizens or 
33' 

3<'-'

'3 <~~3< .entitdesr beneflc'i a ljy owned by Ithem. without
 
<~«tak) n to,,discnhrye 3its -<bli tions~31ng 	<teps 

3-3 ~~-3-~< toward such citizens or< entities? «,A4~) 3"'~"~ 
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5. 	 FAA Sec. 620(a), 620(f), 620(D): FY 1987 No.
 
Continuing Resolution Secs. 512 and 513. Is
 
recipient country a Communist Country? If
 
so, has the President determined that tne
 
assistance to the country is important to the
 
national interests of tne United states?
 
Will assistance be provided to Angola,
 
Cambodia, Cuba, Laos, Vietnam, Syria, Libya,
 
Iraq, or South Yemen? Will assistance be
 
provided to Afghanistan or Mozambique without
 
a waiver?
 

6. 	 FAA Sec. 620(j). Has tne country permitted, No
 
or fai led to take adequate measures to
 
prevent, the damaqe or destruction by mob
 
action of U.S. property? 

7. 	 FAA Sec. 610(1). Has tle country fai led No.
 
to enter into an aqreement witn OPIC?
 

8. 	 FAA Sec. 620(o): Fisnermen's Protective (a) Yes. One
 
Act of 1967, as amended, Sec. 5. a)Has One U.S. fislnnq 
the country seized, or imposed any penalty boat was seizpd 
or sanction aq. inst, any U.S. fishing 	 approx. 15 mi e,; 
activities in international wdters? 	 off-snore. This
 

is within
 
Grenada 's c Ia ii 
200 mile 
economic zone.
 

(b) If so, nas any deduction required by (b) 	 No 
the Fisnerman's Protective Act been made?
 

9. 	 FAA Sec. 620(q) FY 1987 Continuing Resolution
 
Sec. 518. (a) Has the Government been in (a) No
 
default for inore tnan six montns on interest
 
or principal of any AID loan to the country?
 
(b) Has tne country been in derault for more
 
than one year on interest or principal on any (0) No
 
L.S. loaf under a program for wnicn the
 
appropriation ni II appropriates funds?
 

10. FAA Sec. 620(s). If contemplated assistance Yes, taken
 
is development loan or from Economic into account hy 
Support Fund, has the Administrator taken the Admini ;trat,)r 
into account the amount of foreign excnange at the time of 
or otner resources which the country has approval of the 
spent on military equipment? Aqency OY8. 



-- 

--

Sdiplomatic rel tios with the United States? 
~ -If so, have \they beenr resume~d and nave new 

bilateral assistance agemet bee 
negotiated anid entered into since Such 
 -* 

__a2 FAA- Se c. L620(u .Wh at-i st ne payme n 
status of the, country's UN~ 

contybs fl~-

arasweeSUchl.arrearages. taken 
4~' 

Sinto~account by the4.AID'Administrator 
idetermining thle currenit-AI 

-4:.44~4-~4 .Operational -theYear budget? 

.4.- ....... 4 -- ~ 

1. FAA Sec. 60,FY1987 Cniun 

Resolution Sec. 521.~ Has trie Preident 

... determined that the co.4y() grant 

.4 sanctuary from-prosecution to -any 

individual or group, whc ha comite
4 

an-act of international4 terrorism,-.-
4 

o,I(b) othlerwise su pports international,

.4.4.4terrorism?- H as the Government of the
4 4 

recipient countr aie oraetted, by -4-

-,.sanctuary- from prosecuition-to, -any > 

A ndividual-or g9roup wnicnh rIas, commritted .. 

i4444444.4 44 or is
4 

beinq -soughit y, any other govei~rnent-4 

4 
for prosecution for any war crime?-or act 

of-international -terrori sin? 

4.of .41985-Sec. 552(b). H~as the --

< 4 - Secretayo Saedtavrmnd nat't 

coun'try is- a nigh terroristtreat country
4 

after the Secretary-of ,Transportation-,nas. 

determlnd :pursuant to section 1 115(e')(2), 

teFderal, Aviation At, of ,4 198,44a a" 

d4 -44t444.4.444and4 
.4 .2§ airport-inv the country, does no nr!ln4dmain444

< a dinis iter effective seci'itm masures?--

-

-

~~-~ 
~ ~ -

Gren adaG is 
in--?
1arrears 

f~ 

~4 

current 1y 
on paymnent 

,. 

No44~
 

4 4 
- > T-4' -4<4U.4.442K 

4- '-? -. 4. 

of'?'-- -- A44-~4

4 

5 

;' 

~No ~.---Z

<-~of 
 its obligations to
 
U..Aenis Yes
 
taken into account by 4j~
 
the-Administrator at~ <~~
 

time of approval
 
of the Agency QYB.
 

(a) No
 

- (b) No? . 

.44 

- ~ 4 

4 

.44-44<... 

4.;4p 4444~~ 

-

15 FAA Sec..666. Does the country object, .4 9) 944 

Son the.:basis of, race, religion, national 1 

4.--orlgin: or ,sex to the presence of -any officer- 4 

4 >-~or-emrployee of the U.S. who is present in. 4-44 .<4.444 i-4.{444 4;4.
4 4 4 

such country to car -ut44.4.mi 

44 44444 development progr~ams under the FAA? 4-<444:4 - --. 4. .4,.444.
4 

P4 44~4444~~-4444 haA 44 

http:ut44.4.mi
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16. FAA Sec. 669, 670. Has tne country, after No 
August 3, 1977, delivered or received nuclear 
enrichment or reprocessing equipment, 
materials, or technology, without specified 
arrangements or safeguards? Has it 
transferred a nuclear explosive device to a 
non-nuclear weapon state, or if such a state 
either received or detonated a nuclear 
explosive device, after August 3, 1977? (FAA 
Sec. 620E permits a special waiver of Sec. 
669 for Pakistan.) 

17. FAA Sec. 670. If tne country is a No 
non-nuclear weapon state, has it, on or after 
August 8, 1985, exported illegally (or 
attempted to export I leqally) from the 
United States any material, equipment, or 
technology which would contribute 
significantly to toe abi lity of such country 
to manufacture a nuclear explosive device? 

18. ISDCA of I81 ec. 1. was the country No 
represented at tne ;eetinq of Ministers of 
Foreign Affairs and leads of Deleqations of 
tne Non-Allqned 
Session ot tne 

(ountries to the 36tn General 
erneral Assembly of the U.N. 

of Sept. 25 and 0, 1981, arid failed to 
disassociate isTelf from tne communique 
issued? If sj, nAs the President taken it 
into account? 

19. FY 1987 Cont ra inq Resolution. It 
assistance is troml t e population N/A Project ., 
functional ,aniWuHrt , does the country ESF funded. 
(or orgqanization) inc lude as part of 
its pop lI t ion p)in i r I programs 
1nvo luntary ,nort ion? 

20. FY 1987 Contiruin 9 Resolution Sec. W/8. 
Has tre reCipilent country Deen No 
determined ny tne President to nave 
engaged in a consistent pattern or 
opposition to tne foreiqn policy of Lne 
United States? 
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FUNDING SOURCE CRITERIA FOR COUNTRY ELIGIBILITY
 

1. 	Development Assistance Country Criteria
 

a. FAA Sec. 116. Has the Department of No 

State determined tnat tnis qovernment has 
engaged in a consistent pattern of qross 
violations of internationally recognized
 

human rights? Ifso, can it be
 
demonstrated that contemplated assistance
 
will directly benefit tne needy?
 

2. 	Economic Support Fund Country Criteria 

a. 	FAA Sec. 502b. Has it been determined No
 
that the country has engaged in a
 
consistent patter of gross violations of
 
internationally recognized human riqnts?
 
If so, has tne country made such 
significant improvements in its human 
rights record that furnisninq such
 
assistance is in tne national interest?
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3(A)2 - NONPROJECT ASSISTANCE CHECKLIST
 

The criteria listed in Part A are applicable
 
generally to FAA funds, and should be used
 
irrespective of the program's funding source.
 
In Part B a distinction is made between the
 
criteria applicable to Economic Support Fund
 
assistance and the criteria applicable to
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the program.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM Yes
 
CHECKLIST bEEN REVIEWED?
 

A. 	FY 1987 Continuinq Resolution Sec. 523;
 
FAA Sec. 634A. Descrine now authorization Congressional Notification
 
and appropriations committees of Senate sent on June 16, 1987
 
and House nave been or will be notified
 
concerning the project.
 

2. 	FAA Sec. 611(a)(2). If further No further legislative 
legislative action is reauired within action is required. 
recipient country. Wnat is basis for 
reasonable expectatlion tnat such 
action will ne completed in time
 
to permit orderly accompl ishment
 
of purpose of tne assistance?
 

3. 	FAA Sec. 209. Is issistance more Although a bilateral
 
efficiently and erfectively provided agreement witn the Grantee,
 
through reqional or multilateral this program is part of an
 
organizations? If so, why is AID regional structural
 
assistance not so provided? adjustment proqram and
 
Information and conclusions on supports development of i
 
whether assistance will encourage 3-year structural adjujst-nritw 
developing countries to cooperate program that will receive 
in regional development programs. multilateral support. 



---------------------------

S7 
4.FAA Sec. 601 (a)~ Inomto ad; Tijprogram will:~2~ 
coc *sisa on wn 2:on ()ave a rpositive impact 
~wil Iencourage efforts ofthie on international trade.~> 

~flow of itrnational trade;~j~' ii nritiative and competition. 

.A---and-competiti on;---(c-;ercourae 
deeomn n s ofcoprtvs
 
critd unons,~c and savi ngs
 
(d),',discoragemonopolistic 
' 

tecinicaleficiency of industry,1

agri cul ture, and commerce, and
 
(f) strengthen free 1labor unions., 

5. 'FAA Sec. 6014(b). Information and V The program will have a'i
conclusions on how assistance positive effect on the 
will encourage U.S. private' Government ofvGrnada.'s<
trade and i nvestment .aoroad financial~ stability~ and
adencourgpivteU.S.~ 
 encourage accelerated
 
participation inoreign secthor ,he private 
i*assistance programs, (including etrt~eyecuaig 
~useof private trade channels U.~S privjate trade and,.&
and the ~services of U.S. private investment. < Ki 
enterpri',ey<
 

6. FAA Secs. 612(b), 636(h); FY 1987, Under ne program, the
 
Tontinuing Resolution Secs. 50 Govermn f.'nd
 
509. Des criboe steps taken-to conribetorenoaa 
assure that, to; the maximum 1~rb~eycur~; equi alt.,of
purnyeuv~n s it 

4-extent poiol;freign K; $200000 to finance"AID's~of 
Scurrencies ,owned oy',tne:'U.S. '- local expenses.
 
are utilized in lieu of- dol tars
 
to meet tne cos~t of~contractuad 
 ~: ~2K
and other services.-



S7.J FAA Sec. ,612 (d)~ Ooes :tne U.S. ~ AThep-1.S.does not own excess K# 
owxess ~toreigricurr~ency dfl foreiqn currency inGrnai

tfle country .and,, ifso, what4 
~N~Ah arrangements nave oeen madei
 

8. FAA Sec..,601(e)~. Wi 11te N/ 
Sass i stance utilize competitive ~~-
selection proceddures for the 



~ awarding of contracts, except
where applicable procurement 4kViY- -z'~b 

rules al 1o0 otnerwris?4
 

gamm 



9. FAA I.21(d If assistance is'N/A 
oeig -furnished under the Sahel, 

~Q,,'<~ Developmient~Programi,,nas: a,, 
aadetermination been made that

thie nost~government has an, 
~ 2adequatesystemr,f.r:a fduo'' 

, a,~ 

for andQc'iaof' aagreceipt, 

~10. FY i'987,'Conti'noing Resolution a$' , NoF~" aa a -' " 

a 

~Sec I52',s~adisbursement of ~~ 
trne-assistance fconditioned'solely, 

'a a0fl the basis of ~me' policies 
of any,amultilatera insittion? 

''a:~~ 

a 

~aaaa 

a<7. -, 

. 

b.'FUNDING'CRITERIA FOR NONPROJECT ASSISTANCE 

7< 
1. Nonproject Criteria 

'a'----Support Fund, 
for Economic 

~ 

a.. FAA Sec. 531(a). Will this 
assistance promote economic and-
~political,stability? To the 
maximum extend, feasible, is 
this' assistance consistent 
with'the poHcy directions, 

Part I of the FAA?' 

aYes 

~'aa 

-

b. FAA'* Se.'' 1e) W''rill assistance 
under this chapter be used for militarya 
or' patamilitary activities? 

No a a' 

a&a4 

C. FAA Sec. 531(d). Will ESF funds 
madea-available for commodity import 

. N./A.... ,,...,,a .. .. 

a' 

-"a'r 

' be -used. to~generate'1local currencies?Porns-r heporaasstce." 
f~so'-will at'least 50 percc%nt of 

a ' ,a aai 

4~'-

' a--, 

'~~aa 

to s potdciii consistent a- -

sections 103, through,105? '- '', ii:~~' 

a'a~7~'4 

a-I-a 

d.a-~4~aaISUCAa'of 195Sc' 205.: 
Wi 1 'SF f nds made avail]able'J $ 
for commodity impor~t progr ams bea-"-

usdfor tnepurciase of-- .- '-a''a: 

~~g raa1 ciuI tu ra I commodities of a' ~ 
United States-o.rigqin? r aIf So,' 

~wni't apercentage of the funds~ - - i 

wilI 'be so used? 

' < 
aa . 

va' 

N/A'V'' 

a.' 

a'a'a 

' ;'', 

'a'a'a ',-7 

a, a--'1a 

1 aA 

a 



-9

e. ISDCA of 1985 Sec. 801.
 
If ESF funds will be used to N/A
 
finance imports by an African
 
country (under a commodity import 
program or sector program), will
 
the agreement require that those
 
imports be used to meet long-term
 
development needs in those
 
countries in accordance with
 
the following criteria?
 

(i) spare parts and other imports shall be 
allocated on the basis of evaluations, by 
A.I.D., of the ability ot likely recipients to 
use such spare parts arid imports in a 
maximally productive, employment generating, 
and cost-effective way: 

(ii) inports snail be coordinated with
 
investments in accordance with the recipient
 
country's plans for promoting economic 
development. A.I.1). shall assess such plaris
 
to determine wnetner they will effectively
 
promote economic deve l opment; 

(iji) emphasis snail me placed on imports for 
agricultural activities wnicn will expand 
agricultural productiun, particularly 
activities which expand production for export 
or production to reduce reliance on imported 
agricultural products;
 

(iv) emphasis shall also be placed on a 
distribution of iml)orts navinq a broad 
development impact in terms of economic 
sectors and geographic regions;
 

(v) in order t- maximize the likelinood tnat 
the imports financed by the United States 
under the ESF chapter are in addition to
 
imports which would otherwise occur, 
consideration shdli be given to historical 
patterns of foreign exchange uses; 

(vi)(A) 75 percent of tne foreiQn currencies 
generated by the sale of such imports by the 
qovernment ot the country shal I be deposited 
in a special account established by that. 
government and, except as provided in 
subparagraph (I), snal! Le avai lable only for 
use in accordance with the agreement for
 
economic development activities which are 
consistent with the policy directions of
 
section 102 of the FAA and which are the types
 
of activities for which assistance may be
 
provided under section 103 through 106 of the
 
FAA;
 



110 

(B)the ag~erept shall~ require- that the.4i~: ~

ofth 	 su~chv~,rted States Government 
p otioofthe amount daeposited inth 

~~special a'ccount'aslmay~be determnpred by ~N~ 
thPesdet4 to be niecessary for 1. 

-)requirem~entsof the ntdSae 
Government.~ 

f. 	 ISDCA of 1985- Sec.. 207. 'WilI 4 ESF o ~~No7h -.

funds bne used to finance te cosruto
 
ogf,, 'or the operation or~mai nten~ance of or~


the spp~y~l9~'fful for, a nuc'le 
fac I ty?, If. so,,, nas 'the. Presi'dent ;W*.

certifsied -tnat'.sucn'.country' (I) is a'pa,'ty,
7't6t'e~eto- teNn-Proliferatio of .7' 

SNucle'a, Weapons- or the Tre'.aty, for the,
Prohibitid'no'fNuclear Weapons in Latin 

SAmerican',(the 'Treaty of Tlateloclo"),
(2) cooperates fu I ly OMh te IAEA, and~
 
(3Y' pursues nonproliferatio& polcies, 
 . . 
consistent with tnose 6f-tne United States?. . 

**- g.>FAA-Sec. 609.. If,commodities are N/A~
 
-to 	 -'>be granted so that sale proceeds~,wilI 

-accrue to the recipient country,'have*
 

~ ~ SpenalmAeun (counterpart) arrangements-- IA4 

M.~> 	FYi 1987 Continuing.Resolution. If N/A 'i'Assistance une 
assistance, is iJn the,:form of a thi:pram'oes not.q 

-.- cash transfer-to any 	 exceedr..............
 
~i~-~whic , rec'ei ves 1nnexces s,'of is--~
 

~a a Iof 45'mi1Ii'lon cash .. %t
-tot 	 as transfer. v 
a7--sistance -in;tne current ,fiscal' year:i.w w,
 

-.- (a ,ar-e.- a]Isc cash payments to toe
 
~-~maintained byyftne 'cduntry lin a.separate


<i accoun tand not~to be co-mingled ~with~>Y~~§

ayonrfundsie as ilal oa 
-. :rencies-tnat may ;be gen~erated-with ~ ~ 

suha country- also be deposited-in a-
spcilacontt be use quairda 

. 

witFAA'Section 609. (which euie 
~~isucho'a currencies7 to 6emd 

.reuiemetsof the U.S. ,governmnt, andy
wc, rir~s tne remainder to be used 1 K- -

'for--progja s.,agreed -to y
go
ermetto,carry, out tne'pU posesfo 

U. se r'2 FAVadoze _hy 
- ould 'temsejvesbe' aa~a61er ? 

L 
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5C(3) - STANDARD ITEM CHECKLIST
 

A. 	Procurement
 

1. 	FAA Sec. 602. Are there Yes
 

arrangements to permit U.S. small
 

business to participate equitably
 
in the furnishings of commodities
 
and services financed?
 

2. 	FAA Sec. 604(a). Will all Yes
 

procurement oe from tne U.S. except 
as otherwise aetermined Dy the
 

President or, under delegation from
 

him.
 

3. 	FAA Sec. 604(d). If tne Cooperating Grenada does not
 

country discriminates against marine discriminate against
 

insurance companies authorized to do against marine
 

business 	in the U.S. will commodities insurance companies
 
authorities to do
be insured in the United States 


against ,narine risk with such a company? business in the U.S.
 

4. 	FAA Sec. 604(e); ISDCA of 1980 Yes.
 

Sec. 05(a). If offshore procurement
 
of agricltiral commodity or product
 

is to be financed, is there
 

provision against such procurement
 
when the domestic price of such
 
commodity is less than parity?
 
(Exception where commodity financed
 

could not reasonably be procured in
 

the U.S. )
 

No
 

ot engineerinq services be procured
 
from firms of countries whicn
 
receive direct economic assistance
 

5. 	FAA Sec. 04(g). Will construction 


under the FAA and which are 
otherwise eligiole under Code 941,
 

but which nave attained a
 

competitive capability in
 
one of
international markets in 


these areas? Do these countries
 
permit United States firms to
 

compete for construction or
 

engineering services financed from
 

assistance programs of tnese
 
countries?
 

(I
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6. FAA Sec. 603 Is the shipping excluded 
from compliance with requirement in 
Section 901(o) of the Merchant Marine 
Act of 1936, as amended, that at lease 
50 per centum of the gross tonnage of 
commodities (computed separately for dry 
bulk carriers, dr' cargo liners, and 
tankers) financed snail be transported 
on privately owned U.S. flag connercial 
vessels to the extent that sucn vessels 
are available at fair and reasonable 
rates? 

No 

7. FAA Sec. 621. If tecnnical assistance 
is financed, will such assistance be 
furnished by private enterprise on a 
contract basis to the fullest extent 
practicable? If the facilities of other 
Federal Agencies will Ie utilized, are 
they particularly suitable, not 
competitive with private enterprise, and 

made avai lale without undue 

Yes 

interference with domestic programs? 

8. Internationdl Air Transport. 
Fair Competitive Practices Act, 1974 

If air transportation of persons or 
property is financed oi a grant basis, 
will U.S. carriers he used to the extent 
such service 14 availa,? 

Yes 

9. FY 1987 Continuinq Resolution Sec. 504 

If the U.S. Government is a party to a 
contract for procurement, does the 
contract contain a provision authorizing 
termination of such contract for the 
convenience ot tne United States? 

Yes 

B. Construction 

1. FAA Sec. 601(d). If capital (e.g. 
construction) project, will U.S. 
engineering and professional 

services be used? 

Yes. To w!nn 
extent feasiol,. 

2. FAA Sec. 611(c). If contracts for 

construction are to be financed, 
will they be let on a compeLitive 
basis to maximum extent practicable? 

Yes 

<jl,
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3. 	FAA Sec. 620(k). 
 If for construction 

Of productive enterprise, will 
agqreqate

value of assistance to be furnished by
the 	U.S. not exceed $100 million (exc-:pt

for productive enterprises in Egypt that
 
were described 
in the CP)?
 

C. 
Other Restrictions
 

i. 	FAA Sec. 122(o). if development

Toan, isinterest rate at 
lease 2% 
per annum during grace Ppriod and at 
least 3% Per annum tnereafter? 


2. 	FAA Sec. 301 (d). If funo Is 

estaolisned 
solely by U.S. contributions 
and admrinistered Dy an international
 
organization, does Comptroller General 
nave 
audit rignts?
 

3. 
FAA Sec. 620(D). Uo arrangements exist 
to insure tnat United 
States foreign aid

is not used in a manner whicn, contraryto the Dst interests of 	 the United
States, promotes or assists the foreign
aid projects or activities 
or tne
 
Communist-n 
 oIc countries?
 

4. 	Will arrangements preclude use of
financing: 


a. 	FAA tec.104(f): FY 	 187 ContinuingResolUtion ActSec. 525:(1) 
To 

pay for performance ot 
anortions 
as
 
a method of 
family planning or to

motivate or coerce persons to practiceabortions; (2) to pay for 
performance or involuntary
sterilization 
as method of family

planning, 
or 	to coerce or provide

financial incentive to 
any person

to undergo sterilization: 
 (3) 	to
 pay for any biomedical research which 

relates, 
in whole or 
part, to methods
 
or the performance of abortions 
or
 
involuntary sterilizations as 
a
 
means 
of family planning; (4) to
lobby for abortion? 


Yes
 

N/A. This
 
is an ESF
 
Grant funded
 
activity.
 

N/A 

Yes
 

Yes
 

a(l) Yes
 

(2) 	Yes
 

(3) 	Yes
 

(4) 	Yes
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b A Sec. 488., To reimburse ~ b. Yes, --- 'I 
~ p~rson~ in ttie orm of 4cashpaympents,- -~ whose illilcit drug crops are eradicatd 

,, 

c.FAAVSec. 620(q). To compensate c. Yesj

,~owi~ers~fr
exrpited nationalized 7iK 

FA-Sec. -660.--- d -,To'-pr~o i-de -- - 
~~~rann or advice or provide any >, j, ,"i
 

fiacasupport for police, prisons ,>~ 
 1' ',A ~ ~j'' o4r othier law enforcement forces,4 ,. ~ ~ C~
except-'for narcotics programs? 
 KTX. vK 
e FAA Sec. 662. 
 For CIA activities e.
. Yes
 

f. FAA Sec. 636(i)., For purchase, f.,Yes

sale, ilong-term lease exchange or 

,
guaranty of- the sale of motor vehiles
 
manufactured outside UJ.S.$ unless a
 
waiver isobtained?
 

g.' FY 1987 Continuing Resolution Sec.'503. 
 " :To pay pensions,.,annulies, retirement 
 g Yes
 
pay, or' adju'sted -servicecomenato
 
for militar personnelo
 

g~rn. 
 FY 198 7 Continin Resoutin 505
 
To pay U.N.) assessments, areagso 

pre. 
h. Yes
 

'(. ~- dues? rergso~ 

i., FY 1987 Continuing Resolution Sec. 506 . 1, i K :<
-To carry out provisions, of FAA.Section,, Yes'7 > j-,i. 


j~p~~v~A~ ',209(d) (Tranisfer of, FAA funds':to '4 -> ':multilateral organizations for lending)?) 
'' 

j.' FYrl987'Continuing Resolution.Sec'..5L11.,'
 
'< To~inance thie export of nuclear,,,equipment, :J., Yes,~fuel1 y,~tor ~to trafn fore'qn ~ '., 

~ '(i-''ntioal 4 i nuclear fields? ~ ~ v~--'' ~' 

k.~FY-1987 Continuin_9 Resolution Sec. 511., 
 & '~,,4 -4KI-A'
 

pupsoaiding the efforts of th
 
government of sucrpcountry~'-I~-- to 'repress 

-~ ~~~;--4 e 1egitihae righlts 
"' 

of2 the1 - ~ ~ -I4---
~popultonv of such COUntry contrary to 
 ~ ~ i4" 

thUnvrslDclrtono 
uman Rits
 

IA4 FY 1987- Cotining esolution Sec. 515*
To be used- forpUblicity purposes witn in 1'N....U.S:.. not authiorized by Congressr 


