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Notes and explanation of symbols
The following symbols have been used in the tables in this Survey:

Three dots (...} indicate that data are not available or are not separately reported.

A dash (-) mdu.ates that the amount is nil' or negligible.

A blank space in a table means that the item in question is not applicable,

A minus sign (—) indicates a deficit or decrease, unless otherwise indicated.

A full stop {.) is used to indicate decimals,

A slash (/) indicates a crop year or fiscal year, e.g., 1969/1970.

Use of a hyphen {~) between vears, e.g., 1960-1970, signifies an annual average for the calendar
vears involved, including the beginning and the end vears.

References to “tons” mean metric tons, and to "dollars” United States dollars, unless otherwise
stated,

Unless otherwise t-tated references to ardnual growth rates or rates of variation mean cumulative
annual rates, I

Figures and percentages in tables may nut necessarily add up to the corresponding totals, because
of rounding,



GRENADA

1. Recent economic trends: {ntroduction and summary

Following a decade of sustained recovery fraom the massive destruction wreaked on the island
by a hurricane in 1956, economic activity plunged at a precipitous rate in the early 1970s, owing to
the combination of a recurrence of adverse weather conditions, the unfavourable evolution of the
external sector, and an abrupe change in the pattern of land tenure, which was accompanied by &
marked fall in outpuc. In 1974, those fuctors were exacerbated by policical disorders associared with
the transirion to Independence, which led to the closure of the pore facilities for three months; the
international recession, and the bankruprcy of the only airline serviag the island’s tourist indusecry,
which provoked a severe crisis in this sector,

However, in 1975 and 1976, when the negative contingent factors eased appreciably, the
economy rebounded sharply, and recovery also proceeded at a rapid pace in 1977 and 1978, owing
matnly to a conrinued marked improvement in export prices and a susrained recovery in agricoltu-
ral output.

Following an estimated average rate of expansion of 5.5% per year in 1977-1978, however,
the rate of growth fell to approximately 3% in 1979.

For 1980, pactial and preliminary statistics indicate that the real GDP suffered a drastic
contraction, for it is estimated to have increased by only about 109 in current terms, while prices
rose almost 21% on an annual average basis. All of rthe principal sectors registered declines.
Agriculture was plagued, once again, by highly unfavourable climatic conditions, as the island was
struck by Hurricane Allen in August, and was subject to Hooding throughout much of the second
half of the year. Manufacturing output dropped proportionately to the severe reduction in raw
material inputs from agriculture, while tourism was adversely affected by the internacional
recession,

In this context, it may be assumed that the current account deteriorated substantialiy,
although complete data are not available. 1n any event, the current value of merchandise exports
declined by more than one-fifth, and this reduction, together with the 15% rise in merchandise
imports, resulted in a S09% leap in the deficit on visible trade. However, partial data suggest that
the deficit was largely offser by grants and concessionary loans from abroad.

During the course of the year the rate of inflation accelerated appreciably from about 12% in
the previous year to almost 219, as a consequence mainly of imported inflation and the
depreciation of the East Caribbean dollar with respect 1o the British pound, but also as a result of
the drastic drop in the outpur of food crops.

Following an average rise in money wages of the order of 20% in 1979, which implied a
substantial increase in real wages, wage agreements negotiated in 1980 registered a hike in money
wages which averaged 16%5: an increase substantially below the rate of price inflation, but
appreciably above the nominal rate of growth of the economy,

After a huge increase in publicspending in 1979, total government expenditure fell abouc 1 9%
in nominal terms and declined markediy in real terms in 1980. This, together with 2 moderate
increase in current government income, resufted in a substancial reduction in comparison with the
enocmous fiscal deficit cegistered in 1979, when it was equivalent to 27% of GDP. Even so,
however, the 1980 deficit was still well over four times greater than the one recorded in 1978.
Nevertheless, as occurred also in 1979, the supply of external finance in 1980 exceeded the deficit
on total government spending, with the result that the internal public debt was reduced for the



second consecutive year. Moreover. fully 859 and 899, respectively, of external finance in 1979
and 1980 was provided in the form of grances, while the remainder was extended on highly
concessional terms. Consequently, notwithstanding much smaller increases in current income, the
authorities were able to raise public expenditures to levels thar implied a big advance on past ones
withour provoking a corresponding rise in the exceptionally modest external debe. In effect, in
1980 the external public debt outstanding was equivalent to only 18% of GDP, while the servicing
of the debt claimed a mere 1.7% of che value of exports in 1979, the last year for which data are

available.(See table 1.)

Table 1

GRENADA: MAIN ECONOMIC INDICATORS

1976 1977 1978 1979 1980 (a)
A. Basic economic indicators
Grosa domestic product at
market prices (millions of
current dollars) 35.9 1.1 50.2 57.9 ves
Population (thousands of
inhabitants} 1085 106 107 108 109
Per capita gross domestic
product (eurrent dollara) ' 342 388 469 536 .
Annual growth rates
B. Short-run econcmic indicators
Gross domestic product 14. 4 14,6 2e.z2 5.3 .
Per capita greas domestic
product _ 13.6 13.5 20,9 14.3 .
Current value of exports of
goods and services 21.0 7.0 21. 4 29.4
Current value of imports of
goods and services 25.6 40.3 26,7 26.8 .
Consumer price index
December-December’ s - . .e 21.8
Variation between annual
averages .e ven . . 20.6
Money i . 12.0 2.1 17. .
Current income of government ' 45.2 21.6 39.9 19.1 10.8
Total sxpenditure of government y7.2 0.0 42,9 67.3 -1.2
Fiscal deficit/total expenditure
of government (b) 29.0 15.8 20.3 45,0 37.2
Millions of dollaprs
C. External sector
Trade balance (goods and
servicea) ] -5.3 -11.3 -13.3 .
Balance on current accouht -1.4 0.7 -8.3 2.7
Variation in international
reserves k.7 1.3 -1.2 6.0 .
External debt (o) s.8 7.3 7.3 %.3 11.6

Source: CEPAL, on the basis of official data.

{a} Freliminary figures.
(b} Percentage.

(¢} External public debt outatanding.:

(a) Totral supply and demand

2. Trends in economic activity

Data for 1980 are not yet available, while the statistics for the period 1975-1979 are available
only in current prices. Consequently, comments will be limited to highlighting the structural
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GRENADA

modifications that have vccurred during this cime (see table 2). In chas respect, cwo developments
stand our: the pronounced rise in investment demand and an associated intensification of the
degree of openness of the economy. in effect, the investment coeffictent jumped from a mere 6.5%
in 1975 to vver 275 in 1979 Moreover, virtually the entire amount ot chis quantum leap took
pluce between 1978 and 1979. This exceptional increase in the investment etfort retlected the
muitiplication of public investment expenditures —which accounted for 0% of gross fixed
investment in 1979— und was reflected in an increase of 449% in the current value of imports of
goods and services. The augmentation of the tmport coefficient —from 70.5% to slightly over
88% — was made possible by a four-fold rise in transfers to the private sector (ie., private
remirtances from abroad), a thirteen-fold increase in nec official capital flows from abroad, and thé
achievement of a surplus on the public sector current account for the first time in the country’s
history. Furthermore, the generous increase in capital inflows permirted the authorities to obtain
this extraordinary expansion of capital outlays without reducing consumption, which continued co
be equivalent to almose 105% of GDP in 1979.

Table 2

GRENADA: TOTAL SUPPLY AND DEMAND

—— -————

In current
East Carobbean Percentage Annual growth
dollars at breakdown rates

market prices

1978 1979{a) 1975 1979(a) 1978 1979(a)

Total supply 284.6 361.1 154, 8 188.2 25.3 26.9

~Gross domestic product at - -

mariket prices 166.9 192.1 1006.9 100.0 24,3 15,1
Imports ¢f goods and

services 17.7 169.5 54.8 88.2 26.7 us. o

Total demand 284.6 361.1 154, 8 188.2 25.3 26.9

Domestic demand 181.7 253.6 106. 8 132.0 27.2 32.3

Gross domestie investment 16. 7 52, 4 6.5 27.3 -20.5 213.8

Gross fixed investment 11.8 ug. 4 6.5 25.2 20.3 310.2

Public 3.9 u3 6 4,4 22,7 -38.1 1 017.9

Private 7.9 4,8 2.1 2.5 =T.1 -39.2

Changes in stocks 4.9 4.0 - 2.1 -21.0 «18.4

Total consumption 17%.0 201.2 100.3 104,7 4.9 15.0

General government 50. 4 u8. 6 21.7 25,3 60.0 -3.6

Private 124.6 152.6 78.6 79.4 26.9 22.5

Exports of goods and services 92.9 108.0 48.0 56. 2 21. 4 16.3

Source: Grenada, Ministry of Finance and World Bank.
{a) Preliminary figures.

(b) Growth of the wmain sectors

(1) Introduction. Between 1975 and 1979 the recuperation of the economy from the marked
contraction suffered in the first half of the decade was led by the service sectors, and in particular,
by government and commerce, the relative concributions of which rose from 17% to 22% and
11.6% to 15%, respectively of GDP. As a result, the overall participation of services in GDP
increased from almost 609 to 63% in this period (see table 3).

With regard to the goods-producing sector, the biggest change took place in agriculture
tincluding tisheries und forestry) which saw its share in the GDP fali from 39% to 32%.
Nevertheless, the satisfactory performance of agriculture in chis period was a crucial factor in che
recovery of overall levels of activiry, inasmuch as it is the principal sector of the economy in terms
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Table 3

GRENADA: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY, AT FACTOR COST

Millions of current Percentage
East Caribbean dollars breakdown Annual growth rates

1977 1978 1979(a} 1975 1979(a) 1977 1978 1979(a)

Total groas domestic product 110.9  135.5 156.3 100.0 100.0 14.6 22.2 15.3
Good s bz, 47. 7 57.6 441 37.0 10.0 1.2 20.7
Agricuiture, fisheries
and forestry 36.2 40.6 49.8 38.7 31.9 8.1 10.6 22.6
Minlng and quarrying 0.1 0.1 0.1 0.1 0.1 - e e
Manufacturing ’ 3.1 3.9 4.3 2.8 2.8 19.2 25.8 10.2
Construction 3.0 21 3.5 2.5 2.2 20.0 3.3 12.9
Basic services : 0.2 1.3 12,7 7.6 8.1 37.8  10.8 124
Electricity and water Z2.1 2.0 2.8 2.0 EN:] 5.0 63 767
Transport and
communications 8.1 8.9 9.9 5.6 6.3 50.0 9.9 1.2
Other services 57.8 76,5 85.5 48,3 54.8 14,6 32.3 11.8
Wholesala and retail trade 16,3 18.5 23.5 11.6 15.0 5.5 13.5 27.0
Hotels and restaurants 3.7 C 4y 4.5 2.8 2.9 2.3 18.9 2.3
Government services 20.5 32.7 .6 16.9 22.1 -3.7 59.5 5.8
Miscellaneous services " 17.3 20.9 22.9 17.0 1,7 13.1 20.8 9.6

Source: Grenada, Ministry of Finance and Ministry of Planning.
{a) FPreiiminary figures.

of both product and employment. The remaining goods-producing sectors all expanded ar a rate
similar co chac of the economy as a whole, and therefore conrinued to provide only a marginal
contribution to the GDP (see table 3).

(i) Agriculture. Following a period of recuperation over the previous four years, when the
production index rose by 509%, agriculearal outpur plunged by almost one-third in 1980 as a
consequence of the devastation wrezked on the island by Hurricane Allen in August and intermit-
tent heavy rains and flooding throughout much of the rest of the year. The production of domestic
crops was particularly hard-hit, dropping by more than one-half, with the resulr thac the overall
tevel of production was one-fifth less than thar recorded in 1975. The harvest of vegetables and
fruir was virtually wiped our (see table 4), and export crops only escaped a similar fate because the
fargest pare of theit output is harvested in the first half of the year. The full excent of the damage to
the areas devored ro these crops will only be appreciated when the 1981 production figures become
available.

As regards fishing, outpur in 1980 was 3.6 chousand tons, which represented a decline of 15%%
compared to the previous year's catch.

While contingent factors condition the year-to-year tluctuations in agriculture, the exception-
ally poor performance of this sector over the course of the last decade has been shaped largely by
underiying structural constraines, institutidnal rigidities, inadequate reforms and public sector
neglect.

The total land area of Grenada (including the island of Cariacou) is sume 39 120 hectares, or
just 0.36 hectare per capsta. Formunately, almost rwo-thirds of the land area is fir for agricultural
use, as evidenced by the fact that 627% of the island's area was under cultivation in 1961. However,
this still amounts o only 2.2 hecrares per person currently employed in agriculture, which is the
lowest ratia in the Western Hemisphere and reflects not only demographic pressure, but also the
exceemely [imited development of other serctors of the economy. This land constraine is thus the
point of depurture for any evaluation of the counrry's agricultural potential and che nature of che
development path that necessarily must be followed, both in and outside of agriculture. -
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GRENADA
Table U

GRENADA: INDICATORS OF AGRICULTURAL PRQDUCTION

Annual growth rates

1978 1979 1980(a)
1978 197¢ 1980(a)
Index of agricultural
production (1975 = 100) 44 152 104 0.7 5.6 =31.6
Main export crops 114 EEL) 19 K] 22.1 -13.8
Domestic crops 186 168 81 - 9.0 -52.3
Metric tona
Production of main export
crops
Nutmegs 2 087 2 Big 2 488 -15.0 35.1 =11.7
Mace 2T 336 293 -18.2 23.9 -12.8
Cacoa beans 2 43 2T 2 131 17.9 15.9 -23.2
Bananas 15 656 18 991 16 536 2.7 21.3 -12.9
Production of domestic crops
Sugar cane 15 726 13 u52 917713 4.4 -18,5 -27.3
Root crops
Yams 496 506 k1] -3.0 2.0 -93.3
Sweet potatoes 391 3n 23 -3.5 -5.1 -93.8
Tannias 280 271 15 2.6 -3.2 -98.5
Dagheen and eddoes 166 164 36 4.0 1.2 -78.1
Cagsava 164 cas . -9.4 - -
Yegetables
Carrota 42 3% 3 «~3.5 =-i9.0 -76.5
Tomatoes 55 42 24 -27.7 -23.6 -82.9
Cabbages 57 39 23.4 1.8 -31.6 =40.0
Fruits
Oranges 361 1 000 26. 4 T.9 4,1 -97. 4
Hangoes 1 445 1 517 “es 0.7 4.9 can
Grapafruit 2 009 2 109 52.5 29.2 4.9 -97.6
Limea 499 488 q1.5 12.1 -2.2 -91.5
Avocado 1 240 1236 151.0 25.4 0.3 -87.8

Source: Grenada, Ministry of Agriculture, Statistical and Grenada Statistical Office.
(a) Preliminary figures.

Nevertheless, the cultivated area fell by almost one-quarter berween 1961 and 1975, and it is
estimated that furcher reductions have taken place in ensuing years. Parc of this decline was
provuked by rising costs of production which made commercial farming on less productive and
remote land unprofitable, owing to the deterioration of che island’s internal transport! and water
distribution networks, the destruction of watersheds through deforestation, and declining mar-
ginal ferrility of land. Another parc of it appears to have been assaciated with the reform of land
tenure in che first part of the 1970s —when large estates were acquired by the government and for
broken up iato tiny farms— without corresponding reforms in the areas of credit, marketing,
extension, farm education, and agricultural invescigacion. In fact, the publicsector providedonly a
meagre amount of ongoing support to farm operations and virmally neglected the need 1w
formulare and execute an overall agricuftural development policy.

Because of this, the new farmers were not in a position to maintain existing levels of land
use and production, let alone make the tnvestments required to augment land productivity

‘e has recently been estimared that produce reaching the murket could increase up o 007 if farmers were provided
with reasunably-priced, efficient and timely transportation.



—something which is essential if agricultural production is to expand over the long term. On the
other hand, the distribucion of laad to a significant proporcion of the agricultural labour force led
to a rise in labour costs and a reduction in the marketed surplus: o development which clearly
favoured the beneficiaries of land tenure reform, bur prejudiced che production performance in the
rest of the agriculeural sector, urban consumers, and the evolucion of the externai sector. A¢ che
sime time, output on government-owned farms fell even further than that of the reformed sector.

Given the small and under-urilized land buse, the excessive fragmentation of holdings —95%
of the agriculeural population resides on plots of less than 2.3 hectares—, low rural incomes, and
the deterioraced state of the basic infrastructure, future agricultural growth will depend fundamen-
tally on a concerted effore by the public sector to develop the economic und social infrastructure
aeeded for the full use of existing resources, and in particular, for a sustained increase in the
productivity of land.

The current government, which came to power in 1979, has embarked on an ambitious
developrment programme including a major revision of rraditional public secror policy towards
agriculture. Thus, several major projects were begun in 1979: (a) a feeder road network designed to
facilitate che matketing of products; (b) the expansion of the area devored tv bananas, cotron and
coconuts; (c) cthe rehabilitacion of cocoa plancations; (d) the establishment of a livestock station;
(¢) the commencement of a food crop diversification programme, and (f} a farm improvemenc and
agricultural producrion credic programme. In addition, a fisheries training school has been
established, and a project ro boost production by artisanal fishermen has been initiated. Finally, 2
Forestry Development Corporation was formed to co-ordinate the development and marketing of
the island’s forest resources and promote the reforestation of marginal lands and warersheds. To
this end the Corporation produced and discributed 30 000 forestry seedlings during ics first year of
operations.

(i) Manufacturing. With the exception of garments, furniture and malt, the output of all che
principal manufactures declined in 1980 owing to the marked reduction in the supply of interme-
diate inputs froma agriculture. The production declines ranged from 3.5% in the case of rum to
27% for edible oils and 40% for iaundry soap (see table 5). On the other hand, cthe oucpuc of
clothing and furniture, which rely mainly on imporced inputs and overseas markess, expanded
considerably, as evidenced by increases of 1239 in che current value of exports of each of these
irems.

Grenada has the relatively smallest manufacturing sector in the Western Hemisphere. At
present, it accounts for a mere 2.8% of GDP and employs only 6% of the economically active
population. As might be expected, both the number and size of firms and the range of produces are
very limited. Over 75%% of the manufacturing establishments employ fewer than 10 workers, and
25 of the exiscing 120 firms account for 80% of the value of manufacturing production.

Apart from the tiny domestic marker and the smail resource base, the growth of manufaceur-
ing has been hampered in the past by a lack of appropriate and consistent public sector policies
needed to strengthen and upgrade encrepreneurship and fabour skills and to encourage the
elaboration of domestic resources. In addicion, recurrent political instability has created a great
degree of uncertainty and dampened pri:vate sector initiative.

Within the Government's development plan for this sector, priority is artached to develop-
ment of indigenous resources. Accordingly, the public sector has elected to promote forest
products, fish processing, handcrafts and, in particular, agro-induscry. Thus, a factory operated by
the Ministry of Agriculrure has been engaged since 1979 in producing nectars, fruit syrups, jams
and jellies, condiments, sauces and vegétable soup, while the processing of fish products has
commenced with the canning of small local varieties; the salting, dehydration and smoking of fish
is also contemplated.

Still to be fully explored is the istand’s putential as a site for offshore assembly operations. In
this respect, cthe formulation of an investmen: code and the implementation of more attractive
incentives for foreign investors could be considered.

{iv) Tourism, In 1979 the Caribbean accounted for 3% of world tourism, and in that year
Grenada accounted for 0.4%% of the Caribbean total. During the 1970s, when tourism in the
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Table 5

GRENADA: INDICATORS OF MANUFACTURING PRODUCTION

Annual gZrowth rates
1978 1979 1979(a) 1980(a)  ~=meee—mmm o

1977 1978 1979 1980(v)

Production of some important
manufactures (c)

Sugar (o} 592 524 - 4olk{q) - 1.4 -11.5 -5.7
fum (e) 337 359 282 272 -8.9 =15.3 6.5 -3.5
Beer {e) 1 MUT 1 674 1387 1133 115.7 27.7 15,6 -16.5
Malt (e) 187 485 311 429 37.4  -31.2  159.3 4.4
Edible oil (e) 290 308 278 202 =-31.7 18.9 6.2 =27.3
Coconut meal (c) 153 296 259 215 =213 by 3 93.5 16.9
Laundry soap {c) 26 27 25 15 -24.2 b.o 93.5 -40.0
Cigarettes 13.4 13 - -  =16.5 -6.3 -15.7 -
Other indicators of
manufacturing production
Consumpt ion of electricty
by industry {thousands
of kWh) 0.8 0.8 - - 80.0 =111 - -

Source: Grenada, Statistical Office.

{a) January-October.

(b) January-October 1980 with respect to January-October 1979.
(e) Tons.

{d} Full year data.

(e) Thousands of litres.

Caribbean as a whole rose from 4.26 million to 8 miilion visitors, the tourist indusery in Grenada
suffered an exceprionally severe contraceion (in 19745 and it was noc until 1979 chat the previous
peak was recovered.

Between 1967 and 1973 rourist arrivals in Grenada grew ar an exceprionally fase pace,
multplying 4.5 tumes. Then, however, in addition to the leap in petraleum prices and the
subsequent international recession which braked the growth of tourism throughour the Caribbean,
Grenada was affecced by policical disorders, che closure of the port facilicies for three monchs, and
the bankruptey of the only airline serving the country, which together fed to a drop of 44% in the
number of tourists visizing the island in 1974. Subsequently, the recovery of the induscry was
hindered appreciably by the fact that the country’s tourist infrastrucrure was not prepared for, nor
did ic adjust to, the scructural change in world tourism brought about by the rise of the charter
business based on fuel-efficient jer aircraft. The existing uicpore, Pearls, is incapable of accepting
jet atrcrafc or handling nighe flights. Thus, it was only in 1979 chac che 1973 record of tourisc
arrivals was finally surpassed, and even then this recovery was due primarily to the relatively
greater increase in cruise-ship visirors, as the number of stop-over visitors was still shore of the
1973 level, for che reasons cited above.

[n 1980, the overall number of tourists rose a mere 2.2 9%, in contrast wich the 15‘7\ increase in
1979. Moreover, the number of stop-over visitors declined almost 99%, after a drop of 0.3% inthe
previous vear. Consequently, estimated tourisc expenditure actually fell by 27 in curcenc values
(see table 63. Poor weather had much to do with this unsatisfactory performance, bur adverse
publicity regarding the country’s political situation may also have been a contributory factor.

Traditionally, Grenada’s principal tourist markets have been che United Staces and Canada,
Grear Bruain, and the Wesre Indies itself. Recently, however, continental Europe is che most rapid
growth market, while visits from North Americans have tailed off. Thus. between 1977 and 1980
the number of tourists arriving from the Federal Republic of Germany rose by 4047, while the
number from the Unired States and Canada declined by 1957



The performuance of the tourist industry in Grenada over the last decade even afrer discount-
ing downturns due to contingent factors. beurs little relation o the enormous patential of the
islind in chis area.

Table &
GRENADA: SELECTER TOURIST INDICATORS

Annual growth rates

1977 1978 1979 1980(a?} -
1978 1979 1980 (a)
Total visitors (b) 137.0 148.7 170.9 175, 0 8.5 15.0 2.4
Stop-cver visitors 28.5 32.3 32.2 29. 4 13.3 -0.3 -8.8
Cruise=-ship visitors 108.5 116.3 138.6 145, 6 7.3 19.2 5.0
Average length of stay
of stop-over visitors
(days) .4 18,7 19.7 18.0 29.9 5.3 -8.6
Number cof cruise-ship
calis (¢) 184 138 200 236 2.2 6.4 18.0
Number of yacht calls 1 609 2 079 926 1 8632 29.2 ~55.5 101.2
Hotel and guest house
beds 1 500 1 500 1 500 1 500 - - -
Estimated visitors
expenditure (c) 21.6 9.4 53.6 52.4 82.9 35.9 -2,2

Scurce: Grenada, Statistical Office, and Grenada Tourism Department.
{a} Preliminary figures.

(b} Thousands.

(o) Millions of East Caribpean dollars.

Grenada possesses some of the most beautiful scenery and beaches in the Caribbean.
Moreover, the hotels (which are in the main small-scale locally-owned firms) and chetr staff offer
one of the best categuries of service in the region. These qualities are attested to by che fact that
Grenada has an unusually high race of repeat visitors. A recent survey revealed that 30% of
summer-season tourists had visited che island before, and chart fully 11¢% had vacationed in the
country on four or more occasions. The corresponding figures for winter-season visitors were 3177
and 15344, Furchermore, the average length of stay of stup-over visitors has traditionally been che
tungest in the Caribbean, ranging over che course of che last three years berween 18 and 20 days, or
approximately double the regional average.

Lo stark contrast to the potential is the room vccupancy riate: even in 1978, when it reached its
highest level in 6 years, it was a mere 329%. Consequently. no hotels have been constructed since
1972 and several have closed down, involving a loss of 1779 in the number of tourist beds. Unless
energetic measures are implemented in the near future, furcher closures would uppear to be
imminent. . ‘

The principal ubstacle to exploiting Grenada’s tourist patenttal is the completely out-of-date
and torally inadequate rransportacion necwork thar services rhe island. In addidion, a virtwal
absence of organized marketing in both traditional and potential markets has lefc the industry
adrife. Untii 1979 che Government in fact lacked a cabinet-tevel department responsible for
urism. Finally, aparr from the need for ongoing marketing efforts it would seem advisable o
mount a campaign designed to counteract the adverse publicity that has affected the fortunes of
tourism on rhe island during much of the past decade,

Pearls airport s located on the eastern side of the island and is approximately one hour by car
from the capital aad che main roucist attractions. As noted above, it can only receive propeller
aircraft, and due to physical hazards night flights are not practicable, The island is serviced
currently by small (40 seat capucity) alrcrafron a LIAT feeder service run. There are no direct flights
to Grenada. Consequently, it is difficult for tourises to make bookings to Grenada, and in any case
they musc spend at least one night elsewhere.
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In 1979 the new Government began 1o tackle the constraints limicing the development of
tourtsm. and the intdatives ukndertaken o date or ro be executed during che course of the
197971983 development plan include the following: 121 the consolidation of public authoricy over
rourist activities into vne department and its elevation to cabinet-level status: 1y rhe introduction
of a marketing campaign, through public relacions agencies in North America and Europe: (¢ the
provision of improved transic facilities in Barbados for travellers to Grenada and the upgrading of
the LIAT air service. Negotiuations are also underway wich other airlines in che region. w provide
additional ways of reaching che councry by air; (d) the expunsion and refurnishment of the portac
st George's w expedite the transit of cruise ship arrivals: and most importancly, (e) the
construction uf 4 new jet airport at Point Saline, near the capital.

The construction of the Point Saline airport was begun in 1979, one year ahead of schedule,
with the aid of capita) and construction teams from Cuba. The airport will be able o handle
wide-bodied jets and thus permit the 1sland to stare exploiting the enormous trade in charrer-flight
tourism, The first conscruction phase is due (o finish in 1981, with overall completion scheduted
for 1983,

In order to accomodare the expected influx of budgee- conscious rravellers (Grenada cradition-
ally has cutered to the luxury-class touristy the Goverament has deaded to create a public
corporation which will operate the hotel and auxibiary properties confiscated from the former
Prime Miniscer as medium-price establishments.

(cy Employment und unemployment

In 1978 it wus estimated rthar che labour force participation rate was at the relatively low level
uf 33.5%, while unemployment was anvwhere between 1297 and 16°% of the labour force. Tutal
employment for 1980 is estimured ar 30 520, which implies u rise in the rate of unemplovment
since 1978, taking into account the rate of growth of the working-age populacion. An increase in
the unempioyment rate would, moreover, be consistent with the sharp downeurn in the level of
economic activity in 1980. In any event. the rrue magnitude of the problem cannot be identified
with any precision until such time as periodic employmenc surveys are conducted.

2

3. The external sector

(ay Merchandise trade

(1) Exports, Buoyed by successive steep rises tn the international prices of Grenada's main
export crops, the current value of merchandise exporcts rose by 105, 199, and 25 in 1977, 1978
and 1979 respectively. However, in 1980 the current value of exporrs of goods dropped by almost
239, so that it was only slightly higher than that recorded in 1978 (see tables 7 and 8),

The unfavourable performance in 1980 was accounted for by the 267 decline in the value of
traditional exporrs. The current value of the external sales of both nurmeg and cocoa fell vver 309,
while that of mace decreased by 23%. Of the main traditional exports only bananas showed an
increase, and even then it amounted co less than 1 %, The principal cause of the contraction in the
current value of traditional exports was the substantial decrease in the volume exporced, which, in
turn, was largely a consequence of adverse weather conditibns. At the same time, moreover, the
export price index declined by 295. The international price of cocoa, the country's principal export,
dropped almost 15%. On the uther hand, that of bananas, the second most imporrant export, rose
by 23%% and chus offsec the sharp reduction in volume (see tables 7 and 8).

[ contrast, the current value of the main non-rraditional expores {garments and furniture)
more than doubled, and compensated to a small extent the downturn in the performance of
commodity exports.

(i) famports. The current value of merchandise imports grew almost 1657 in 1980. Althougha
breakdown by type of goods is not available for that year, it would appear chat much of the increase
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Table T

GRENADA: EXPORTS OF GOODS

Theusand of East Caribbean Percentage
dollars breakdown Annual growth rates
1978 1979 1980(a) 1974 1980(a) 1978 1979  1980(a)
Total merchandise
exports 44 388 56 016 4y 522 100.0 - 100.0 19.9. 26,2 -20.5
Main traditional .
exports 41 368 52 264 38 826 1,4 87.1 17.6 26. -25.7
Nutmegs 10 739 12 M3 8 567 u,2 19,2 -33.0 15.6 -31.0
Mace 1 741 2 313 1775 a.0 b0 6.9 2.8 -23.2
Cocoa 19 ST4 27 078 17 959 30.7 4o.3 1290.2 38.3 -33.7
Bananas 9 313 10 46O 10 525 18.6 23.6 7.8 12.3 0.6
Main non-
vraditional
exports 1 728 1 356 3 025 3.9 10 52.1 -21.5 123.1
Clothing T G2 991 2 213 2.3 5.0 36.2 2.1 123.3
Furniture 716 365 812 1.6 1.8 8z2.2 -49.0 122.5
Other exports 595 az28 307 1.4 0.7 431.3 39.2 -62.9
Cloves 3% 751 198 T.2 5.5 2 THZ. 1 T 5.2
Cinnamon . by 37 ™ 0.1 0.2 -36.2 -16.0 10G.0
Sauces and
condiments 30 4o 39 0.1 0.1 25.0 33.0 -2.5

Source: Grenada, Statistical Office.
(a) FPreliminary figures.

‘Table 8

GRENADA: EXPORT PRICE INDICES

Index 1975 = 100 Annval growth rates

1977 1978 1979 1980{a) 1977 1978 1979 1980(a)

Export price index 97.0 125.6 150.1 147, 4 15, 4 29,5 19.5 -1.8

Export price indices of
main export commodities

Nutmegs 89.1 89.1 90.0 93.1 15. 8 - 1.0 1.4
Mace : 76.8 65.6 72.5 76.8 -4.0  -14.6 10.5 5.9
Cocoa 109.2 210.8 292.3 249.6 26.7 93.0 36.7 -14.6
Bananas 100.G  110.0 120.¢ 1481 1.1 10.0 9.1 23. %

Source: Grenada, Statistical Office. )
{a) Preliminary figures. -

was related to an expansion of food imports —34% of the import bill in 1978— to cover the
marked shortfall in domestic production, and to rising payments for petroleum products, which
accounted for over 9% of merchandise imports in 1978, the last year for which dara are available
(see table 9), Domestic demand for intermediate and capiral goods imports probably fell, as the
level of economic activity contracted sharply, while overall government expenditure also declined.
(1) Terms of trade und purchasing power of exports. Alchough an import price index: is not
compiled. che terms of trade undoubtedly worsened in 1980, judging from the downturn in the
export price index (see table 8) and the pronounced increases in the domestic price levels of goods
which are mainly or wholly imported (e.g., petroleum, textiles and household supplies).
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Table 9

GRENADA: IMPORTS OF GOQDS, CIF

Milliens of Parcentage Annual growth
dellars breakdown rates

1977 1978 1974 1979 1977 1978
Total 31.4 35.2 100. 0 100.0 24.1 12.1

Congumer goods 20.5 22.9 73.5 65. 1 25.8 "

ood, beverages and tobacco 10, 6 1.9 i3 33.8 21.8

Others 9.9 1.0 28.2 31.3 30.3 1.1
Intermediate goods 5.0 6.9 18,4 19.6 17. 6 15.0
Petroleum and fuels 3.0 3.3 8.8 9.4 5.0 10.0
Others 3.0 3.6 9.7 10.2 20.0 20.0
Capital goods u,.g 5.4 8.1 15.3 25.6 16.2

l
|
|
|.
|

Source: Grenada, Ministry of Finance, IMF and World Bank.

(b) The servicer trade and factor payments

Owing to the conrrasting evolution of exports and imports of goods, the traditional deficit on
the merchandise account jumped from an amount equivalent to 31% of the current value of
imports in 1979 to 66% in 1980. Complete data for the services trade and payments to foreign
capital are noc available for 1980. However, it may be pointed out that the decrease in receipts from
tourism and the rise in imports of services implied by the overall increase in merchandise crade in
1980 suggest that the deficit on the commercial account probably expanded somewhar more than
that on che merchandise account. At the same tme, it should be noted thar the absolute size of the
defictr on the commercial account is always smaller than char on the merchandise account, by virtue
of the traditionally large surplus on tourism. In 1979 the negative commercial balance was almost
completely offset by the large flow or cemittances from Grenadians residing abroad. In view of the
marked increase in the deficit on the merchandise accountin 1980, however, it is probable that the
overal current account balance will show a substantial deficic for the year (see table 10).

(€) The current account position and its financing

Statiscics on the capital account transactions are lacking for both 1979 and 1980, but it is
known that the public sector received relatively large inflows of capital from official sources in
both of these years. in 1979 the magnitude of this item led to an increase of US$ 6 million in the
reserves, given the small (US$ 0.8 million) current account deficie, and at the end of the year
international reserves were equivalent to almost 4 months' supply of imports of goods and
services.

(d) External indebtedners

The external debt of Grenada is very modest. Thus, in 1979 the servicing of the debe claimed a
mere 1.7% of the value of exports of goods and services. The smallness of the external debr reflects
not only rthe meagre proportion of past public sector expenditure devoted 1o development
programmes, but also the fact that the debt has been contracred on highly concessivnary terms: in
effect, the average rate of interest on the debt was only 3.5% in 1979 {see table 11}, At the same
time, the enormous expansion of the public sector development programme in 1979 and 1980 has
been financed primarily by foreign grants.
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Table 10

GRENADA: BALANCE OF PAYMENTS
{Millions of US dollars)

Exports of gooda and ssrvices
Goods FOB
Services {b)
Tranaport and insurance
Travel
Toports of goods and services
Goods FOB
Services (b}
Transport and lnsurance
Travel
Trade balance
Profits and interest
Profits
Intereat

Unrequited private transfer payments

Balance on current account
Unrequited official tranafer
payments ;
Long=-term capital
Direct investment
Portfolio inveatment
QOther long-term capital
Offiecial sector (¢) (d)
Loans received
Amortization payments
Commercial banks {d)
Loans received
Amortization paymenta
Other sectores (4) (e)
Loans received
Amortization payments
Basic balance
Short-term capital
Cfficial sector
Commerclal banks
Other sectors
Errors and omissions (net)
Counterpart items (f)
Global balance
Total variation in reserves

(minus sign indicates an increase)

Monetary gold

Special Drawing Rights
IMF reserve position
Forelgn exchange assets
Other assets

Use made of IMF credit

1975 1976 1977 1978 1979 1980(a)
2.1 24,3 28.3 34,0 14,0 ...
12.3 13.0 4.3 17.0 21.2 17.0
1.8 1.3 14,0 17.0 22.8
8.9 7.9 11,0 1.0 19.8 19,4
27.2 28.3 3.5 15,2 57.3
21.9 22.9 28.5 32.2 436 50.3
5.3 5.4 6.0 13.0 13.7
2.3 2.4 3.0 5.0 6.8 -
1.0 1.0 1.0 4.0 3.0
-3 4.0 6.3 -11.3 =133
0.2 0.2 .0 7.0 0.5
. . 1.0 -1.0 o
3.0 2.9 6.0 .0 16.0
0.3 -1.4 0.7 -8.3 2.1
0.8 0.5 0.8 1.0
- - 1.6 0.5
... 0.2 -0.2 ..
2 W 1.8 0.8
1.8 0.8 ..
1.9 1.5
i P -0.2 -0.7 e Ve
L . 3.1 6.7 ..
- 0.§ pu ves ..
.. - 0.2
. 0.4 0.2
0.2 -2.8 3.2 6.4
.. 0.9 -0.9 .. .
-0.3 57 1.3 1.2 ..
0.3 4.7 -1.3 1.2 6.0
-0.1 - 0.1 - - .
0.6 -5.1 1.3 1.2 -5.7
1.0 0.5 - - 0.3 0.9

Source: 1975-1979: International Monetary Fund, Balance of Payments Yearbook (magnetic tape,

March 1981); 1980: CEPAL, on the

(a) Preliminary figures.

(b} Services alsc include other offlclal and private transactions.

{c} Including general government and Central Bank.

(d) In addition to loans received and amortization payments made, this entry includes net
loans granted and other assets and liabilitles.

{e} Imcluding private and State non-bank enterprises.

{f) Includes counterpart items in respect of monetization or demonetirzatiom of gold,

basis of official data.

allocation or settlement of Special Drauing Aights, and variations due to revaluation.
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Table 11
GRENADA: INGICATORS OF EXTERNAL INDEBTEDNESS

(Milliona of dollars)

1975 1976 1977 1978 1979 1980(a)
Total external indebtedness (b) 5.6 5.8 7.3 7.3 9.3 11.6
Servicing of external debt 0.58 1.19 0. 46 1.0 0.68
Amortization payments 0.38 0.9% 0.22 0.72 0.28 .
Interest payments 0.20 0.20 .24 0.29 0. 40 .
Servicing of external debt, as a
percentage of total exports 2.7 5.6 1.6 2.9 1.7 .
Average interest rate 3.8 3.7 4,1 4.1 5.5 .

Source: World Bank.
Ta) Preliminary figures.
{b) External public debt outstanding.

4. Prices and wages

(a) Prices

Grenada’s first consumer price index was compiled in 1979. In char year, the rate of inflation
was 12.3%. In 1980, the rhythm of price inflation rose to 20.6%, with a slighc tendency for the rate
of increase to accelerate over the course of the year (see table 12}

The overall rate of inflation is determined principally by the behaviour of food prices, as
spending on food accounts for an average of 39% of total consumer expenditures. Thus, the
intensification in the pace of inflation berween 1979 and 1980 mainly reflected the acceleration in
the rate of food price rises from 13.3% to £8.9%%, and this, in turn, was provoked by the poor
results of the 1980 harvests of the main food crops. Nevercheless, there was an even faster rise in
the prices of goods supplied mainly or entirely from abroad. Thus, the price levels of fuel and light

" and transportation rose by 44% and 37%%, respectively, while those of clothing and footwear and
household supplies increased by 21% and 299, respectively.

Table 12

GRENADA: EVOLUTION OF DOMESTIC PRICES

Percentage
Annual change
Percentage average betweaen
Group welght 1979 1980 percentage  December
change 1979 and
1980 December
1980
Consumer price index 100.0 112.3 135.4 20.6 21.8
Food 59.0 113.3 134.7 18.9 17.6
Alcohol and tobacco 2.5 104.1 125,5 20.5 28.8
Clothing and footwear 8.0 116.3 140.8 21.0 33.1
Fuel and light 6.0 124.5 178.8 43,6 31.8
Housing 6.5 101.§ 111.4 9.7 10. 4
Furniture and appliances 3.0 100.1 105. 3 4.1 ST
Household supplies 3.5 119.7 154, 1 28,7 11.6
Transport 4.0 118.5 162.4 37.0 26.9
Miscellaneous 7.5 102.3 128.5 25.6 35.2
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by Wages

No index of the evolution of wages and salaries exists for Grenada, However, an examination
of wage coneracts shows an average rise of 2177 in 1979 and 10% in 1980: percentages which
imply a substantial increase in real wages in the former year and an appreciable decrease in the
latter one, given the behaviour of the consumer price index.

5. Monetary and fiscal policy

(a)y Imtroduction

In 1979 the Government entered into a stand-by agreement with the International Monecary
Fund providing mainly for the supply of budgetary assistance to the central government and the
implementation of a programme designed to upgrade fiscal administration. Customs officers are
to be trained to staff the newly-created evaluation and field auditing units in the Department of
Revenue, In addition, the IMF provided and advisor to assist in the formation of a budget division
within the Ministcy of Finance, which will monitor and control government expenditure and
revenue flows. Finally, revenue collection procedures are to be improved. The ultimate pucpose of
these reforms is to generate a surplus on the current account (n order wo release public funds for che
financing of development projects that require local counterpart funds, and to check the growth of
the internal public debt, in order to augment the supply of credit available to the private sector.

The other major development in public sector finances and policy involves the initiation of 2
greatly eniarged public sector development effort, accompanied by the expansion of overseas aid.
The principal project in this programme, both in terms of resoucces and of its potential impactan
the growth prospects of the economy, is the construction of the airport at Point Saline. In 1979 and
1980 ir accounted for approximately 70% of total capital expenditures and was financed by grants
from Cuba.

{by Monetary policy

Through the first ten months of 1979 the rate of expansion of the money supply fell wo
somewhat less than 1897, following 2 growth of 329 for the (entire) previous year (see table 13},

In 1979 che 469 increase in net foreign assets accounted for the bulk of the expansion of the
maney supply, as the modest growth of domestic credit was more thanoffsecby the rise in savings
and cime deposits, For the first cime since Independence in 1974 credic to the public secror acrually
declined in 1979, a development that was repeated in 1980, Apart from the data for this item and
for the evolution of commercial bank credit no other monetary stacistics are available for 1980,

While the central government’s fiscal sicuation has permirted the release of addirional
resources for allocation to the private sector in the last two years, the evolution of commercial bank
lending continues to show several decidedly negative trends. In particular, agriculture, which
accounted for 3255 of the GDP in 1979, received a mere 3.4% of commercial bank credit in that year
—a proportion which tepresents a pronounced decline from that (79) registered four years
earlier. In facr, the nominal level of commercial credit to agriculture was reduced by almost
two-thirds tn 1979, and part-year data for 1980 reveal a further reduction (see table 14).

The exceptionally low credit coetficient (4.845) for agriculture clearly suggests cthat the level
of commercial lending to the sector is insufficient to finance recurrent production costs, let alone
tacilitare the long-term expansion of agricultural production.

(¢} Fiscal policy

Current income rose about 1 1% in 1980, i.e, at approximately the same rate as the nominal
increase in the GDP. Tax revenues expanded by less than 9%, however, because of the decrease in
tax revenues from foreign trade due to the decline in exports. On the other hand, income tax
receipts jumped almost 46%%, primarily on account of improved collection methods, as the rates of
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Table 13
GRENADA: MONETARY BALANCE

(Millions of East Caribbean dollara)

Balance at end of: Growth rates

1976 1977 1978  1979(a) 1977 1978 1979(k)

Money 25 28 37 40 12.0 32.1 17.6
Currency outside banks L3 17 22 23 ) 25.% 27-8
Demand deposits 1 " 15 17 - 36,4 6.3

Factors of expansion 80 92 ny 130 15.0 23.9 15.0
Foreign assets (net) 13 15 Z1 3z 15.3 T6.0 T
Domestic credit 67 7 93 98 14,9 20.8 7.7

Government (net) 25 26 33 28 4.0 26.¢ -12.5
Official entities 1 - - - - - -
Private sector L 51 60 70 24,4 17.6 18.6

Factors of absorption 55 64 i 20 16.4 20. 3 13.9
Quasi-money (savings and
time deposita) 55 61 T1 82 10.9 16.4 10.8
Other items (net) - 3 ) 8 - 100.0 60,6

Source: Internatjional Monetary Fund, International Financial Statistics, April 1980.

{a} October.

{b) OQctober 1979 with respect to october 1978.

Table 14
GRENADA: SECTORAL DISTRIBUTION OF CCMMERCIAL BANK CREDIT
Milliens of current Percentage
Eaat Caribbean dollara breakdown Annual growth rates

P

1978 1979 1980(a) 1976 1980(a) 1978 1979 1980(b)

Total 65.2 T1.4 81.8 100.0 100.0 12.6 9.5 18.2
Agriculture 5.3 2.8 2.0 7.0 2.5 .8 -62.0 =
Manufacturing 1.1 3.9 6.5 3.3 8.0 -40.2 240.9 123.8
Pistributive trade 18.5 22.5 23.2 28.3 28.4 20.8 22,2 2.4
Tourism h.5 4.9 5.9 8.0 7.2 1.2 10. 4 23.3
Transportation 2.8 4.3 5.3 3.1 6.4 37.5 55.0 1.8
Public utilities 1.1 0.5 1.4 2.5 1.7 =-16.3 -50.0 145.%
Building and construction 4.1 3.3 5.0 6.4 6.1 =15.7 -20.7 4y 6
Personal loana 1431 18.0 19.1 16.8 23.4 344 2T.5 1.5
Other advances 12.8 11.6 13.3 24,5 16.3 ELP) =3.0 29.0

Source: Grenada, Ministry of Finance, Trade and Industry.

{a) Through September.
(b) September 1980 with respect to September 1979.

taxation remained unchanged while personal income increased only marginally. Whereas direct
taxes accounted for almost 29% of total tax revenues in 1977, they provided 45 % in 1980 (see table
15).

Current expenditures climbed almost 1347 in nominal terms, with outlays for wages and
salaries rising by just 4%, afrer a mere 0.3% increase in 1979. The implementation of strict
controls on spending for wages and salaries over the past two years followed the 25064 jump in the
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allocadion for this item berween 1975 and 1978. In contrast, “other ‘current expendicures were
augmented by over 29% in.both 1979 and 1980.

The relatively greater increase in current expenditures in 1980 teanslated into a 36047
increase in rhe tiny deficit regiscered in che current account in 1979, and thus frustrated the goai of
generating public sector savings. However, this failure was principally a consequence of the severe
recession suffered by the economy in 1980,

Notwithstanding the bigger current account deficit, another large inflow of overseas aid
enabled the public sector to maintain an exceprionally high level of capiral expenditures (although
lower than the year before) and to reduce for the second consecutive year the size of the inrernal
debt. Following the ten-fold leap in 1979, capital outlays dropped by a fifth in 1980, although they
still amounted to approximately nine times the average level of the 1974-1978 period.

Overall expenditures dropped by 1 %, and the fiscal deficit declined from EC$ 41.5 million in
1979 to EC$ 32.4 million in 1980. As a proportion of toral expenditures the fiscal deficit was
reduced from 44 to 37%.

With a dimninished fiscal deficit and another large inflow of external finance, the authorities
were able to reduce, once again and by an appreciable amount, the internal debt. Moreover, almost
90% of external finance was accounted for by grants. Consequently, the maintenance of a large
fiscal deficit entailed only a marginal increase in the external debt.

Table 15

GRENADA: CENTRAL GOVERNWMENT INCOME AND EXPENDITURE

- - - -

Millions of East Caribbean

dollars Annual growth rates
1978 1979 1980 (a}) 1978 1979 1980(a)
1. Current income uL. 8 53.4 59.2 40.0 19,2 10.9
ax revenue 27.3 31.8 38,5 28.8 16.5 B.5
Direct B.9 10.7 15.6 86,5 20,2 45.8
Indirect ' 18. 4 211 18.9 24,5 14,7 -10.4
On foreign trade . 15.7 18.4 16,6 23.6 17.2 -9.8
Other current revenue 17.5% 21.6 24.7 59.6 23.4 4.8
2. Clurrent expenditure 48.8 53.9 61.8 51.5 1.5 6.7
Wages and salaries 33.7 31.8 33.2 96.9 0.3 .
Other 17.1 22.1% 32.6 6.1 29.2 29. 4
3. SBaving on current account {1-2) -4, 0 -0.5 -2.6
4. Capital expenditure 3.9 41.5 32.4 7.4 1 0641 -21.9
5. Total expenditure (2+) 52.7 95.4 94, 2 47.0 81.0 -1,2
6. Fiscal deficit or surplus (1-5) =-7.9 -42.0 -35.0
7. Finaneing of the deficit 1.9 42,0 35.0
Domestic financing 6.3 -6.7 -3.1
External financing 1.6 b2, 7 38.2
Debt 1.4 6.3 4,2
Grants 0,2 36. 4 34,0

Source: Grenada, Ministry of Finance, Trade and Industry.
{a)  Preliminary figures.
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