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Mr. Speaker, the data show that the Grenadian economy performed better
than all but two of its peers in the ECCU in 2010.

24 OECS Economic Union

Mr. Speaker, the challenges of the Great Recession and its impact on the
economies of the ECCU forced member States to craft regional responses
and take collective action.

On 29 December 2009, member States signed The New Treaty of Basseterre
Establishing The OECS Economic Union. This Treaty is expected to be
ratified by all countries by 21 January 2011 and come into force by June
2011.

2.5 ECCU Eight-Point Stabilisation and Growth Programme

At the time of the signing of the New OECS Economic Treaty, the Heads
of Government also signed the Eight Point Stabilisation and Growth
Programme to guide the economies during the turbulent period of 2010
to 2012.

Under the Eight Point Stabilisation and Growth Programme, Governments
must stabilize their fiscal position, provide appropriate economic stimulus
through strengthening the Public Sector Investment Programme and
address the challenges of the financial sector.

The key objective is to maintain economic and financial stability in the

midst of the recession while preparing for the period of transformation
from 2013 to 2020. I will return to this issue later.

2.6 The British American Insurance and CLICO Situation

We are keenly aware of the hardship that policyholders are experiencing
and are working hard to find a solution.

The Government of Grenada is committed to finding a solution and is
working with the other ECCU Governments in that regard.
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We accept that this is a regional problem that requires a regional solution
given the risk it poses to our entire financial system. For this reason, there
is a major role for the Governments of Trinidad & Tobago, Barbados,
ECCU and the policyholders in a final resolution.

The BAICO portfolio consisted of:

1. Property;
2 Medical Insurance;
3. Life Insurance; and
4 Annuities

Annuities account for 80% of BAICO liabilities.

According to the Judicial Manager’s report in October 2009, the company
is insolvent. This means liabilities exceed assets and that if the company
were to be liquidated, persons would recover no more than five cents on
the dollar.

Furthermore, liquidation is a lengthy process which means policyholders
would have to wait a long time even for this small amount. All of this
means, policyholders need to be patient as the Governments work towards
a better outcome than a recovery of five cents on the dollar.

As we have previously indicated, the property insurance portfolio has been
sold to Caribbean Alliance thereby ensuring policyholders have continued
protection.

In respect of health insurance claims, we anticipate that the Health Support
Fund will be launched next month to help persons whose claims have not
been paid since the collapse of CL Financial.

In respect of the traditional life portfolio and the annuities, a revised
proposal is before the Governments. We anticipate a full update on this
issue will be given during the first quarter of this year.
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3.0 LOCAL DEVELOPMENTS

31 Performance of Grenadian Economy

In 2010, Grenada’s economy is projected to have declined by 1.4 per cent
compared to a contraction of 7.7 per cent in 2009.

It should be pointed out that after the first nine months of the year, the
economy was projected to contract by 1.8 per cent. However, during the
fourth quarter, there was a pickup in activities in the following sectors:
construction, hotel and restaurant, wholesale and retail trade and transport.

Mr. Speaker, a major factor for this expansion was the stimulus package
announced by the Government last September. It provided special
incentives to the tourism and construction industries. Government also
expanded its labour intensive programmes such as Debushing and Farm
Labour Support.

The agricultural sector continued to be a bright spot in the economy with
growth estimated at 8.25 per cent. This performance is remarkable having
regard to the severe drought experienced in the first half of last year.

Increased agricultural output was driven by a 12 per cent growth in crops.
The main contributor was increased production of fruits and vegetables
which grew by 26.3 per cent. The volume of Fish caught rose by 5.7 per
cent.

Other sectors estimated to record positive growth last year are the
manufacturing sector (25%), mining and quarrying (3%), electricity &
water (3.5%), real estate and housing (1.5%), government services (2.0%),
and other services (3.5%).

The hotel and restaurant sector which is used as a proxy for tourism
contracted by 9% compared to a decline of 19% in the previous year.

The tourism industry is very sensitive to external shocks and events. Last
year, Government supported the industry by assigning a special VAT
rate of 10%, spending $10 million in support for airlift and granting tax
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concessions including a 50% reduction in VAT for September, October
and November. These measures all helped to cushion the effect of the
recession on the industry.

It should be noted, Mr. Speaker, the rate of decline in the construction,
wholesale and retail trade, and hotels and restaurant sectors slowed
noticeably compared to the previous year.

Employment

Based on statistics from the National Insurance Scheme (NIS) for the
first ten months of year 2010, newly registered employees or first-time
employees totaled 1,542, compared to 1,538 for the same period in 2009.

Approximately 73% of these first time employees belonged to the age
group 16 to 24 years and are classified mainly in the construction, retail
trade, real estate and business services, and community services.

In addition to these permanent jobs, Government was able to create 16,000
temporary jobs through its public works programmes.

Last year, a labour force survey was conducted by the Central Statistical
Office in collaboration with the International Labour Office (ILO) and the
OECS Secretariat. The results of this survey are being finalised, however,
preliminary findings put the unemployment rate at 29%.

Mr. Speaker, the high rate of unemployment remains of great concern to
Government. I will return to this issue later.

Inflation and Consumer Prices

Annualized inflation at October 2010 was 6.5 percent driven mainly
by rising prices on most categories of consumer expenditure except
educational expenses. With the introduction of VAT and Excise, it was
envisaged that prices would initially rise by 5 percent (excluding the
effect of oil prices) and would return to normal levels of 3 percent as new
inventory entered the market.
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In an effort to provide additional relief on the cost of living, Government
expanded the list of zero-rated and exempt items. For example, VAT was
removed from bread, medicine for chronic diseases, textbooks, agricultural
produce, agricultural inputs, computers and water among others. If
Government had not taken these actions, the rate of inflation would have
been even higher.

Mr. Speaker, Government is pleased to note that the introduction of VAT
has resulted in the reduction of prices on many basic items. For example:
. Baking (Flour) from $7.71 to $7.38 per pound
. Baby Milk (formula) from $29.50 to $24.00 per tin
. Cement from $27.63 to $21.00 per bag
. Lumber from $4.56 to $4.10 per square foot
. Paint (oil) from $54.35 to $50.14 per gallon

This year, we project inflation will be 4 percent largely due to rising food
and fuel prices. Government remains committed to taking measures to
mitigate the cost of living and will closely monitor this situation.

Recent Statistical Developments

Mr. Speaker, last year was a historic year for statistical services in the
OECS. During the year, we launched two new series: Consumer Price
Index and Gross Domestic Product.

Consumer Price Index (CPI)

The CPI is commonly used as a measure of inflation and by extension the
cost of living.

The new CPI is based on a Household Income & Expenditure Survey
conducted by the Central Statistical Office with funding from the Caribbean
Development Bank (CDB) and technical assistance from the Caribbean
Regional Technical Assistance Centre (CARTAC).

This new CPI is an advance over the old index in several ways:
*  More retail outlets are now used to collect prices
e New consumer products such as mobile phones and computers
are included.
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e The CPI is now comparable across the OECS countries

e It adopts a new methodology that allows for introducing new
items into the CPI basket and for adjusting for quality changes
in the price of an item.

Gross Domestic Product

The Gross Domestic Product is a measure of the value of goods and
services produced by a country in a given year. It is used as an indicator
of the size of the economy.

The Central Statistical Office with assistance from ECCB and CARTAC
recently concluded a revision of the methodology and coverage of
computing Grenada’s Gross Domestic Product (GDP).

This revision yielded the following results:

e New GDP series is now rebased from 1990 to 2006 to allow
comparison across the OECS countries

. Nominal GDP is estimated at EC$2.1 billion, an increase of
28.8% due to increased coverage.

*  Grenada is now the third largest economy in the OECS, after
Antigua and St. Lucia.

Going forward, these rebased numbers will be used for all reporting
purposes.

3.2 Fiscal performance in 2010
Mr. Speaker, 2010 was another very challenging year.

Recurrent revenue was $423.6 million, a shortfall of $24.5 million or 5.5%
per cent of budgeted revenues. This shortfall was primarily due to further
VAT concessions granted during the year. However, compared to the
previous year, revenues grew by $18.3 million or 4.5 per cent.
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It is useful to understand how Government spends every dollar. Bearing
in mind that Government spends more than it earns by supplementing its
revenues with overdraft, treasury bills, loans and grants, this is how every
Government dollar was spent in 2010:

Personal emoluments — 40 cents

Goods and Services — 12 cents

Transfers — 13 cents

Debt repayments and servicing — 24 cents
Development projects — 11 cents

© O © © ©

Figure I - How Government Dollar is Spent

Percentage Dollar Distribution

Personal emoluments refer to wages, salaries and allowances for
Government workers.

Goods and Services refer to electricity, telecommunications, water, fuel
and stationary.

Transfers refer to pensions, gratuities, public assistance, subventions and
contributions to international organizations.

Debt repayments and servicing refer to both interest and principal
repayments (amortization).

Recurrent expenditure was $420.6 million, 2.3 percent less than budgeted.
Compared to the previous year, current expenditure grew by 1.4 per cent.
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Spending on all major categories was less than the approved budget, except
for Personnel Expenditure which grew by 10.1 per cent. This increase is
explained by the transfer of the wage, salary and allowance component of
Category 340 — Professional and Other Services under Goods and Services
to Personnel Expenditure. This reclassification/transfer was made in an
effort to more accurately report Government’s payroll. The decline in
spending on Goods and Services is partly explained by this adjustment.

As a consequence, fiscal operations yielded a surplus of $3.1 million, a
marginal improvement over the previous year.

In respect of grants, Government was able to unlock budgetary support in
the amount of $36.8 million, an increase of $8.4 million or 29.5% higher
than budgeted. As was the case in 2009, Grenada applied and received
assistance under the European Union Vulnerability Flex Facility which
was established to assist ACP Countries in mitigating the impact of the
global economic crisis. A disbursement of 3.5 million Euros or EC$12.2
million was received last December.

Mr. Speaker, this grant demonstrates the benefits of Government’s strong
economic management.

Accordingly, total grants exceeded the budget by $8.0 million (11.2%).

Total grants (budget support and capital) totaled $79.5 million, $11.2
million higher than the previous year.

Capital expenditure totalled $150.2 million or 5.5% less than budgeted. Of
this amount, $20.1 million was from loans and $43.3 million from grants.

The overall deficit (after grants) was $67.6 million or 3.7 percent of GDP,
$2 million less than the budgeted deficit of $69.7 million.

In sum, Mr. Speaker, the fiscal performance last year clearly shows an
improvement over the previous year.

At the end of December 2010, Central Government Debt stood at $1.88
billion consisting of:

Domestic Debt - $357.8 million

External Debt - $1.52 billion
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Based on the revised GDP, Grenada’s debt to GDP ratio is now 91.5
percent.

Since assuming office, we have placed special emphasis on debt
management by ensuring we can mobilize resources in the most cost-
effective manner. At present, we are finalizing a debt management strategy.

We will continue to mobilize concessionary financing for various
development projects. In addition, we will continue to make use of the
Regional Government Securities Market for short term liquidity needs.

Performance of VAT and Excise

Mr. Speaker as part of a major overhaul of the tax system, Government
implemented VAT and Excise last February. These two taxes served as a
replacement for the General Consumption Tax (GCT), Airline Ticket Tax,
and the Motor Vehicle Purchase Tax.

VAT and Excise Taxes were designed to yield revenues at least equal to
the taxes repealed. In this regard, $164.5 million was approved in the 2010
Estimates of Revenue and Expenditure representing 41% of recurrent tax
revenue.

I now present the results for the first year of implementation:

TABLE III - PERFORMANCE OF VAT AND EXCISE TAX 2010

Tax Actual Approved | Shortfall Post-Budget
Collection Budget Concessions
($ million) ($ million) | ($ million) [ ($ million)

VAT 138.0 143.2 5.2 11.7
Excise 8.3 21.5 13.2 12.7
Total 146.3 164.7 18.4 24.4

Total VAT collected was $138 million, $5.2 million short of the approved
estimate.
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In respect of Excise Tax, $8.3 million was collected, $13.2 million short
of the approved estimate.

These shortfalls can be directly attributed to additional concessions on
VAT and Excise Tax made by Government after the presentation of the
2010 Budget.

For example, the zero-rated and exempt schedules under VAT were
expanded to include bread and medicines for chronic diseases. Later,
Government removed VAT on textbooks, lowered the rate on building
materials and removed VAT on service charge for hotels. The revenue
forgone from these additional concessions was $11.7 million.

In the case of Excise Tax, Government granted a 10% rebate to
manufacturers on their sales which they were allowed to offset against their
excise tax liability. Moreover, in the final quarter of the year, Government
agreed to temporarily remove excise tax on new motor vehicles. The
revenue forgone from these additional concessions was $12.7 million.

Without these concessions, the revenue collected from VAT and Excise
Tax would likely have surpassed the approved budget of $164.7 million
by at least $3.0 million.

Mr. Speaker, of considerable significance is the fact that VAT (net of
refunds) and Excise Tax exceeded the combined 2009 revenues from
GCT, airline ticket tax, and motor vehicle purchase tax by $16.1 million.

In sum, we can conclude that VAT did well in its first year and is settling
down.

Mr. Speaker, I wish to place on record our appreciation for the staff who
implemented these replacement taxes. In particular, we thank Mr. Melville
Hosten, the Comptroller of Inland Revenue, the VAT Unit led by Ms.
Pauline Peters as well as the Customs and Excise Department led by Mr.
Carlyle Felix.

We also thank businesses for their reasonably good compliance record.
We note that the compliance rate on VAT was at least 80% throughout
the year.
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This year, our VAT Unit will intensify the public education campaign
and will vigourously pursue persons who are attempting to defraud
Government of its revenue after collecting it from consumers.

September (2010) Stimulus Package

The stimulus economic package announced by the Prime Minister last
September is already having its desired impact.

The initial results show the following:

. Following the introduction of the Excise Tax, the average number of
new vehicles sold each month was 24. After the removal of Excise
Tax, the average number of new vehicles sold each month rose to 39,
an increase of 63%.

. No VAT on service charge helped hotels improve their cash flow and
preserve jobs.

. A 50% reduction in VAT on construction inputs has resulted in lower
prices and improved sales on building materials such as cement and
roofing material.

Most importantly, there was heightened economic activity in the final
quarter of 2010.

3.3 Achievements and Shortcomings

Mr. Speaker, despite the difficulties of the past year, our Nation can point
to several notable achievements. Allow me to cite a few examples:

Selected National Achievements

On the field of athletics, Kirani James was named Central American and
Caribbean Junior Male Athlete of the Year after winning 400 metre titles
at CARIFTA, NCAA Outdoors and the World Junior Championships.

In football, Grenada performed well to reach the semi-finals of the Digicel
Cup and in so doing qualified for the Gold Cup.
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In netball, our young ladies won the under 23 OECS Netball tournament.
On this note, our Government extends its congratulations to Lottysha Cato
of La Mode, St. Patrick on becoming Grenada’s first professionally paid
netball player.

In cricket, for the first time, Grenada had two cricketers on the West Indies
test team at the same time — Devon Smith and Nelon Pascal.

On the global stage, Grenada once again played a lead role in negotiations
on climate change as chairman of the Alliance of Small Island States
(AOSIS) in Cancun, Mexico.

Selected Government Achievements in 2010
Stronger Economic Management

. Successfully completed the fifth and final review of the Poverty
Reduction and Growth Facility with the IMF.

. Successfully entered into a new agreement with the IMF called
the Extended Credit Facility and completed the first review in
November 2010 resulting in a disbursement of $5 million.

. Successfully implemented the Value Added Tax (VAT) and Excise

Tax in February 2010.
. Received and or mobilized grants of $79.5 million.
. Grenada’s credit rating by Standard & Poor’s was affirmed.
. Signed thirteen (13) Tax Information Exchange Agreements

(TIEAS), surpassing the target of twelve (12) as set by the OECD,
and is now ‘white listed’ by the OECD.

. Implemented a new Insurance Act which now ensures stronger
regulation and supervision of the insurance industry.
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Improving the Business Climate

* Grenada was one of the top ten reformers in business reforms worldwide
and the best reformer in the Caribbean in the 2011 Ease of Doing Business
Report.

* Grenada moved up six (6) points in its Doing Business Ranking. Specific
improvements were recorded in:

o  Time to start a business: reduced from 20 days to 15 days
0 Time to register property: reduced from 77 days to 47 days
0 Time to import: reduced by 4 days

Job Creation

In the area of foreign direct investment, GIDC facilitated eight (8) new
projects to start up operation:

- KM2 Solutions, a call center, started operation in January in the
Seamoon Industrial Park and currently employs 194 persons

- Baron Foods started operation in January in the Seamoon
Industrial Park and now employs 20 persons

- St Lu Metals started operation in the Frequente Industrial Park in
April 2010 and now employs 17 persons.

- Five (5) other foreign projects started operation, a small
restaurant, a marine food service, a data processing facility
and the discovery train service now operating in the city of St
George. In total, these projects created approximately 240 jobs
at start up.

In the area of domestic investment, GIDC facilitated thirty-nine small
projects to start operations. These projects generated an additional 100
jobs.

In terms of short term employment, 16,047 jobs were created under the
road maintenance programme’s fortnightly rotations, with an expenditure
of $9.5 million.
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Mr. Speaker, having regard to the information received from the NIS,
GIDC as well as the Ministry of Works, we are satisfied that Government
met its stated target of 1,500 permanent jobs and surpassed its target of
15,000 temporary jobs.

Accelerating Tourism Development

Delta Airlines commenced operations in July thereby increasing
direct flights from the USA to Grenada

Similarly, Air Jamaica resumed operations in July and later
transf erred operations to Caribbean Airlines which commenced
operations in November

Facilitated the start up of new tourist attractions: Spice Basket and
Discovery Train

Completed Phase I of the cleaning of Grand Etang Lake

Carriacou and Petite Martinique

Completed construction of the Top Hill Road
Launched the Sandy Island Oyster Bed Marine Protected area
Commissioned the new fish market in Hillsborough

Established an office to oversee the process of the implementation
of Local Government

Approval of a package of concession measures for Osprey that
would result in lower passenger rates. This arrangement will soon
be effected.

Revitalising Agriculture and Fisheries

Propagated and distributed over 200,000 plantlets including
43,078 cocoa plantlets, 12,000 fruits and 50,000 nutmegs.

Employed 1,000 persons under the Farm Labour Support
programme, a total of 201.8 acres of tree crops were established:

141.2 acres of nutmeg

30.5 acres of sour sop

8.5 acres of mangoes

2 acres of cherries

o  2.25 acres of cinnamon

© O O O
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0 6 acres of avocados
o 10.6 acres of bananas

Opened 398,673 feet of drains on approximately 1,075 acres of
land primarily cocoa fields.

Rehabilitated 27.75 miles of farm roads including clearing of
overhangings, base work, slide removal, drainage and clearing
of culverts.

Distributed 3,225 bags of fertilizers to farmers at a subsidized
price of EC$75.

Established 50 acres of Nutmegs, 14.5 acres of Tree Crops
(including cocoa, breadfruit, bananas, avocadoes, mangoes and
soursop).

Planted 6 acres of pigeon peas and 3 1/2 acres of root crops
(including cassava, yam and ginger).

Established Cassava Experimental Plots with 11 different
varieties at Laura Estate.

Launched two (2) Marine Protected Areas sites (Molinere/
Beausejour MPA & the Oyster Bed in Carriacou).

Improving Health Care

600 clients received medical assistance for: medical treatment
not available locally; medication, diagnostic procedures, special
medical supplies.

21 patients received free Oncology treatment overseas. Mr.
Speaker, if these patients had to pay for their treatment, the
average cost per patient would have been US$223,809.52.

Provided duty free concessions on equipment to Island Health
Services and a monthly contribution of EC$1,000 per patient per
month for dialysis.

Forty (40) children received specialist care in cardiology and
orthopedics provided by the International Hospital for Children
in Virginia.
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Procured and installed key equipment at the General Hospital
including:

- Alcon Infinity Vision System to the tune of US$60,000.
A modern piece of biomedical equipment which allows an
Ophthalmic Surgeon to undertake and successfully complete
cataract removal in 15 minutes with no sutures and no need
for overnight hospitalization.

- A new surgical C-arm to the tune of US$ 85,500. An important
piece of equipment in surgery when implanting screws for
hip replacement thus reducing complications and increasing
speed of recovery. This equipment is used when implanting
cardiac pace makers and in urology for the removal of kidney
stones.

Retrofitted the Elevator at the General Hospital at a cost of EC$
809,169.90

Relocated and upgraded the Snug Corner Medical Station at
Beaulieu in St. George’s.

Arranged for the passage of the Health Practitioners Act which
provides for registration of Doctors and Allied Health Professionals.

Education and Human Resource Development

Successfully completed the third consecutive year of the Free
School Books programme

Completed reconstruction of two pre-Schools: Victoria and
Grenville

Completed the Crochu RC School
Completed second phase of Calliste Government School

Substantially completed technical blocks and additional
classrooms at St. Andrew’s Anglican Secondary School, Anglican
High School and St. Mark’s Secondary
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Provided every primary and secondary school with new classroom
furniture.

Provided more than 40 computers and projectors to schools to
assist with the teaching of literacy and numeracy.

Awarded a total of 106 Scholarships including to new countries
such as Morocco, Serbia, Austria and Indonesia.

Increased Island Scholarships awards from three (3) to five (5).

Providing Affordable Housing

Provided soft loans and housing material assistance to 150
families;

Advanced phase one of the Affordable Housing Project funding
by the People’s Republic of China;

Ensured the compliance of Building Codes and Hurricane
Resistance Standards in the construction of all houses approved
by the Ministry of Housing;

Trained Housing Officers and small contractors in construction
methods, techniques and project assessment;

Regularised the tenure of 100 persons who were occupying Crown
Lands illegally;

Collaborated with the Ministry of Works for the rehabilitation of
six (6) community centers;

Constructed a multi-purpose resource centre in St. Andrew.

Fast Tracking Youth Empowerment and Sports

Trained 300 young people in Small Business Management by the
Small Business Development Centre at GIDC

Trained 54 youth at NEWLO for seven months as part of their
fulfillment of their requirement for the Caribbean Vocational
Qualification (CVQ)
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500 youth participated in the Youth Upliftment Programme
10 GYET participants accessed scholarships via the Scholarship
Desk

Work commenced on the lighting of three playing fields, one of
which is now completed — Alston George Park in Victoria

Sports Policy was completed

Parish sports councils were established

Foreign Affairs

Completed Maritime boundary delimitation negotiations with
Trinidad and Tobago and signed the Treaty on April 21st, 2010

Established diplomatic relations with the Kingdom of Morocco
and Republic of Azerbaijan

Signed Cooperation Agreements with Brazil, Morocco and
Norway

Negotiated several scholarships as part of bilateral cooperation
Hosted the Preparatory Diaspora Conference in August 2010

Commenced negotiations with the Government of Japan for
project funding under the Climate Change Initiative

Successfully negotiated for small projects (Market Square and
Hospital) to be funded by the Government of Venezuela.

Energy Development

Finalised National Energy Policy

Secured funding for 3 projects

Poverty Reduction and Social Safety Nets

4,100 persons benefitted under the Public Assistance Programme

Arranged the passage of landmark Family Law legislation
including the Child Protection and Adoption Act and the Domestic
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Violence Act — landmark legislation and the first of its kind in the
OECS.

Shortcomings

Mr. Speaker, the foregoing achievements clearly demonstrate that our
Government worked hard and accomplished much notwithstanding
significant financial constraints. That said, we also acknowledge that we
fell short in some areas. In that regard, Mr. Speaker, I wish to mention
three areas in particular.

First, the implementation of two key public sector projects:-

Design and contractual issues resulted in delays of the Grenville Market
Project and Agricultural Feeder Roads Project. I will return to these
projects later.

Second, the commencement of Key Private Sector Projects:-

Regrettably, several major private projects mostly tourism developments
including Levera, Bacolet Bay and Virgin Beach did not commence as we
had hoped.

This was despite the best efforts of these prospective investors and constant
communication and facilitation by Government. Financial institutions are
cautious about supporting many investment projects due to the uncertainty
of global economic recovery.

And finally, the delay in completion of Growth and Poverty Reduction
Strategy: - I will refer to this issue later on in my presentation.

Mr. Speaker, I now turn to prospects for the Grenadian economy.

34 Prospects for the Grenadian Economy

This year, the global economy and the US economy are projected to grow
by 4.2 per cent and 2.3 per cent respectively.
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Based on these key projections and the Government’s plans and projects
for 2011 and beyond, economic activity in Grenada is expected to improve
over the next two years. This year, the economy is projected to grow
between 2.0 and 2.5 per cent. Next year, the economy is projected to
grow by 3.0 per cent.

It should be noted that Grenada’s prospects are tied, in large measure, to
its major trading partners. Grenada has limited trade links with countries
such as Brazil, India and China which are currently driving the global
recovery.

The economic recovery which will begin this year will be fuelled by a
turnaround in the construction and tourism sectors and the continued
expansion of agriculture and manufacturing. Naturally, the growth in
these sectors would have positive effects on wholesale and retail trade,
transport, and communications.

Mr. Speaker, it must be noted that Grenada’s projected growth of 2.0
-2.5 per cent this year is higher than the estimated 1.8 per cent for the
Currency Union, lower only to Saint Lucia which is expected to benefit
from the reconstruction efforts following the passage of hurricane Tomas.

Grenada’s projected growth is also comparable with some CARICOM
countries such as Barbados which is projected to grow by 3.0 per cent and
Trinidad and Tobago by 2.5 per cent.

Mr. Speaker, we believe that the carefully crafted programmes which I
will outline later will stimulate the economy and generate employment
opportunities.

4.0 REPOSITIONING OUR ECONOMY- OUR VISION FOR
THE WAY FOWARD

4.1 Our Vision

Mr. Speaker, in our previous Budget presentation, we expressed the view
that the situation that we face in Grenada was not created by the crisis and
will not automatically go away at the end of the crisis. They have merely
been amplified, made worse by the crisis.
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We pointed out that there are several structural defects standing in the way
of our development which must be overcome.

We presented a picture of the Grenadian reality and showed why we
cannot continue to live in the same old way, do the same old things and
expect different results.

We need not repeat this reality today. It would suffice to say that our
situational analysis has been validated by the findings of recent surveys on
poverty and social safety nets.

What needs to be said unambiguously and emphatically is that we need to
transform the Grenadian economy.

By transformation we mean moving from a two pillar economy consisting
of tourism and agriculture to a five pillar economy that is more diversified
and resilient to external shocks and capable of generating new and higher
income opportunities for all our people.

Before we can embark on a transformation of our economy, however,
certain realities must be acknowledged and certain prerequisites and pre-
conditions must first be identified and established. I now wish to speak to
a few of these.

First, our economy is too small and vulnerable to go it alone. The
transformation of our economy is inextricably linked to the transformation
of the economies of the other OECS countries. This is why we have entered
into the OECS Economic Union.

Second, Grenada and the other OECS member States are in the throes
of an economic recession that has not only resulted in job losses, fall in
government revenues and general economic decline, but has shaken the
financial, fiscal and macro-economic foundation of our economies.

While we have begun to witness some nascent signs that the recession
has bottomed out, recovery remains fragile and our economies are still
in intensive care. This is why Grenada has signed on to the ECCU Eight
Point Stabilization and Growth Programme.
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This programme, approved by the Monetary Council and endorsed by
the OECS Heads of Government, contemplates a period of stabilization
between the onset of the crisis (September 2008) and 2010, followed by
a period of adjustment between 2010 and 2012 and then by a period of
transformation between 2013 and 2020.

In the period 2008 to 2010, it was expected that member States would take
steps to stabilize their economies that had gone into a tailspin following
the sharp decline in tourism earnings and foreign direct investment, the
fall off in remittances, the sharp decline in government revenues and the
plummeting of business activity and consumer demand.

We are happy to report that we have stabilized the Grenadian economy
having reduced the contraction from 7.7 % in 2009 to 1.3% in 2010.

In the period of adjustment between 2010 and 2012, it is anticipated the
member countries will undertake the structural, legal and institutional
reforms necessary to embark upon a programme of transformation. It is
also anticipated that during the adjustment period, governments would
develop and elaborate the strategy that would underpin the economic
transformation programme for the period 2013 to 2020.

We are pleased to report that rather than seeing through the period of
stabilization before commencing the period of adjustment, we took the
bold step of embarking on the stabilization and adjustment programmes
simultaneously in late 2008.

Recognizing the strategic necessity for these structural reforms, we
undertook them even while still trying to stabilize the economy, mindful
that doing so successfully would give us a head start on the road to
economic transformation.

We accordingly undertook a package of financial sector reforms including
the passage of anew Insurance Act (with new Statutory Fund requirements),
a new Cooperative Societies Act to regulate credit Unions, and a new
Money Transfer Services Act to regulate money transfer agencies.

We undertook a package of reforms aimed at improving the business
climate and making it easier to do business in Grenada.
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We commenced the process of tax reform by introducing the Value Added
Tax, which we intend to use as a catalyst to modernize out tax system.

We breathed life into a public sector modernization programme that was
in a comatose state.

As part of that period of adjustment, we have also proceeded to identify
and isolate the fundamental elements of our transformation programme
by identifying those five sectors which, in our view, have the greatest
potential to contribute to the economic transformation of Grenada (“the
transformational sectors”). These sectors are:

Health, Education and Wellness Services;

. Tourism and Hospitality Services;

. Agri-business;

. Energy Development; and

. Information Communication Technology (ICT).

We have begun to put in place a management structure for these sectors.
Cabinet has appointed Ministerial sub-committees to provide policy
oversight for each sector. The sub-committees are chaired by the relevant
line ministers and, in every case, include the Minister for Finance and the
Attorney General.

Cabinet has also approved the establishment of core technical committees
to support the policy and programmatic work in each of these sectors. It is
anticipated that these committees will be drawn from among persons with
the best expertise and strongest commitment to success - whether in the
public or private sector and whether resident in Grenada or not.

This year, we shall establish the Grenada Transformation Fund,
around which we shall aggressively seek to mobilize resources for the
development of these five sectors. We shall return to these sectors later in
the presentation.

If we are to successfully pursue this programme of economic transformation,
it is essential that we develop a strategy for sustained economic growth.
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Indeed, sustained economic growth is a sine qua non for economic
transformation.

Having regard to this, we have now begun the development of our Growth
and Poverty Reduction Strategy, the draft of which we hope to complete
by the end of March of this year, following which it shall be the subject of
public consultations.

Given the critical role of growth in economic transformation and the
incidence of poverty in our country it is useful to share with the Nation
what is informing the development of this strategy as we go forward.

Before I do so, however, it is important to remind ourselves that in the
face of the crisis, while looking at the bigger and longer term issues, we
have continued to focus on stronger economic management, by adopting
a more disciplined and prudent approach to the management of public
finances; improving social safety nets to cushion the effects on the
vulnerable and persons negatively impacted by the recession; providing
short term employment through an expansion of the public works
programs; supporting the private sector to encourage job preservation and
job creation (as evidenced by the additional VAT relief provided to the
construction, hotel and automotive industries); and collaborating with the
prospective developers and investors to facilitate the implementation of
several major tourism related projects.

I turn now to the Growth and Poverty Reduction Strategy.

The Growth and Poverty Reduction Strategy (GPRS) being developed is
an outgrowth of the Poverty Reduction Strategy Papers (PRSPs) normally
prepared by the member countries of the IMF and the World Bank through
a participatory process involving domestic stakeholders as well as external
development partners.

These strategies are typically updated every three years with annual
progress reports and describe the country’s macroeconomic, structural
and social policies and programmes to promote broad based growth and
reduce poverty as well as consider associated external financing needs and
major sources of financing.
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In preparing this strategy we have opted to change the name to bring into
sharp focus the element of Growth and the critical role it must play both in
fiscal consolidation and in economic transformation.

It was reassuring to hear the Managing Director of the IMF acknowledge,
during the IMF/World Bank Annual meetings in October 2010 that ‘““the
greatest threat to fiscal sustainability is low growth”.

Needless to say, the imperative of growth is closely connected to job
creation. As many of our unemployed return to gainful and productive
activity, the size of our economic pie would be increased and every
Grenadian would be in a position to get a larger slice. But, we must grow
in a manner that is sustainable.

Sustainable growth can only be accomplished by a committed, credible
and capable government. Serious policy makers understand that sustained
growth does not just happen. It must be chosen as an overarching goal by
a country’s leadership. To that end, Government must constantly seek to
anticipate the actions required to sustain the economy’s momentum.

Government and citizens alike must realize that successful development
always entails a long term commitment and a fundamental bargain between
the present and the future.

To strengthen our performance, we must improve our competitiveness. We
must use the global economy to our benefit by importing ideas, technology
and know-how from the rest of the world and using it for productive
purposes- not just for consumption.

At the same time we must exploit the increased global demand for goods
and services by producing the goods and services for which there is
significant demand and attracting investments to supply that demand.

Simply put, we must import what the rest of the world knows and export
what they want.

In addition, we must maintain macro-economic stability, demonstrating a
high level of fiscal responsibility and strong debt management.
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Moreover, we must be prepared to maintain high rates of savings and
investment.

Finally, to achieve sustained growth requires that we create a business
climate in which firms and entrepreneurs feel that they have enough of a
claim on their assets to invest heavily in them.

Only in that way, would we be able to achieve sustainable economic
growth.

It is therefore intended that the Growth and Poverty Reduction Strategy
will embody a comprehensive effort to transform our economy and serve
as a roadmap to propel our Nation to a higher quality of life. It will cover
the five transformational sectors and identify the projects and business
opportunities that have the potential to directly and materially contribute
to sustained economic growth.

So our approach to the management of the economy is not a mere fiscal
accounting enterprise, as some may suggest. Instead, we have proceeded
with considerable dexterity and creativity, combining fiscal prudence with
enterprise.

The report of our performance over the past 12 months demonstrates
that the approach of this Government has been considered, creative and
comprehensive. We have sought to strike a delicate balance between
immediate, medium and long term initiatives.

I respectfully submit that this is the right approach. It is propelled by a
commitment to good governance but also by a clear recognition that Grenada
needs to be repositioned to exploit new and emerging opportunities.

I wish to emphasise this point because it is the habit of some to think
only in five year cycles which coincide with elections. This is a short-
sighted approach which always shortchanges a country’s development
prospects. As a responsible and visionary Government, we recognize that
our Nation’s prosperity tomorrow depends on what we do today.

In concluding my remarks on repositioning our country and transforming
our economy, it is necessary for me to say that the success of our efforts
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will depend on two additional critical factors, namely, a sharper focus on
foreign policy and a repositioning of our thinking as a nation. I wish to
comment on these two factors.

4.2 Foreign Policy Focus

Mr. Speaker, in this era of rapidly decreasing grant aid, and an end to
preferential arrangements, our diplomatic engagements must advance our
vital national interests and development.

The Ministry of Foreign Affairs will continue to make concerted efforts to
ensure that relations with Grenada’s traditional allies are maintained and
strengthened.

At the same time the Ministry will aggressively pursue the establishment
and development of ties with non-traditional allies such as newly emerging
powers like China, India and Brazil. Government will also continue to
pursue bilateral cooperation with States in the Middle East and North
Africa.

This year, the top priorities will be:

* Reviewing Grenada’s Foreign Policy to ensure a greater focus on
Investment and Resource Mobilization

* Expanding diplomatic relations with selected countries

* Engaging the Grenadian Diaspora to participate in and contribute
to social and economic development of their homeland

* Reviewing the criteria for the appointment of Grenada’s Honorary
Consuls abroad and make appropriate adjustments where
necessary

* Developing a Career Foreign Service; and

» Strengthening the capacity of the Ministry of Foreign Affairs and
its overseas missions to implement Government’s Foreign Policy
more effectively.
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4.3 A New Mindset: Greater Self Reliance

Mr. Speaker, we must understand the strategic importance of self-reliance
in our quest for economic progress and sustained prosperity.

By self-reliance, Mr. Speaker, I mean the capacity and determination to
seek and extract from within our own circumstances and environment,
the resources, opportunities and energies that we require to advance as a
nation.

This capacity and determination, Mr. Speaker, starts with the realization
and belief that, ultimately, our success as a people depends, not on how
much aid we can get from other countries, but on whether and to what
extent we are prepared to take responsibility for our destiny.

The words of Ralph Waldo Emerson (an American essayist and philosopher
writing in the 1830’s) on self-reliance seems most appropriate and I quote

“There comes a time in every man’s education when he arrives at the
conviction that envy is ignorance; that imitation is suicide; that he must
take himself for better, or for worse, as his portion; that though the wide
universe is full of good, no kernel of nourishing corn can come to him
but through his toil bestowed on that plot of ground which is given to
him to till”. End of quote.

Mr. Speaker, self reliance is an imperative for all progressive nations. It
assumes even greater significance in times of adversity. We must embrace
it with all our might.

Grenada is a blest country, the envy of many.

Our country is blest with fertile land, beautiful beaches, warm, intelligent
and industrious people. We enjoy peace, tranquility and relatively low
crime, a situation not seen in many of our Caribbean neighbours.

Our country is free.

Our democracy is flourishing more than ever before.
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The individual freedoms we enjoy include the freedom to exercise
our creativity, to unleash our inner potential and to create economic
opportunities.

Against this backdrop, I call on all Grenadians, to work with your
government to re-position our Country and to help ourselves emerge from
this challenging period.

Let us explore new avenues for business, particularly small businesses,
utilising our natural and human resources. Speaking of self reliance and
small business, I cannot help but think of Mr. Lennon Mapson better
known as the “Cane Juice Man”. His creativity and entrepreneurial spirit
is amazing and one that should be emulated.

Let us exhibit national pride in our consumption choices, by buying local.
Let us eat healthier, by eating local.

Let discretionary backyard gardening become essential farming.

Let us cultivate our idle lands.

Let us develop the skills to manage our small businesses better.

Let us exercise more thrift.

Let us develop community based organizations, to support economic
development initiatives in our communities.

Mr. Speaker, if each of us makes our contribution, we shall become a more
self-reliant Nation and will be firmly set on a path of sustained prosperity.

This brings me to the theme for the 2011 Budget.

4.4 Theme for 2011 Budget

Our theme this year is “Working Together for Economic Recovery, Job
Creation and Social Protection”.
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Mr. Speaker, this is a most appropriate theme. It is a call to partnership. It
also focuses on the most pressing issues confronting our Nation.

The theme recognizes that Government cannot do it alone. However,
working together: Government, citizens (home and abroad), friends of
Grenada, labour unions, the private sector, NGOs and external development
partners, we can confront and overcome the challenges before us.

Without doubt, the most pressing socio-economic challenge facing us at
this time is job creation. Indeed, this was the focus of the Prime Minister’s
National Address on September 07, 2010.

The challenge of job creation is not unique to Grenada. Indeed, it is the
preoccupation of leaders across the globe. During this Great Recession,
30 million jobs worldwide have been lost and the current recovery so far
has been fragile and jobless. Against that backdrop, we have not fared as
badly in Grenada as in some other countries but we should not take this for
granted. Job creation is the top priority of our Government.

As always, we are concerned about the effects of the crisis on the poor
and disadvantaged hence the focus on social protection through improved
safety nets and improved benefits from the National Insurance Scheme.

I now turn to the Estimates of Revenue and Expenditure for 2011.

5.0 OUR PLAN FOR 2011

5.1 The 2011 Estimates of Revenue and Expenditure

The 2011 Estimates of Expenditure provides for total expenditure of
$783.4 million, an increase of 15.3 per cent over the previous year. These
include:

Current Expenditure: $446.0 million (an increase of 3.6 per cent)
Capital Expenditure: $203.7 million (an increase of 28.1 per cent)

Principal Repayments: $133.7 million (an increase of 49.1per cent)

The eight largest allocations are for:
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Public Debt — $188.3 million (or 24.1%)

Ministry of Education and Human Resources - $115.7 million (or 14.8%)
Ministry of Finance - $79.0 million (or 10.1%)

Ministry of Health - $63.6 million (or 8.1%)

Police - $46.9 million (or 6.0%)

Ministry of Agriculture - $40.5 million (or 5.2%)

Ministry of Works - $33.4 million (or 4.3%)

Ministry of Tourism - $31.6 million (or 4.0%)

Mr. Speaker, you would note that the public debt accounts for 24.1% of
total expenditure. I wish to specifically address this issue. I will return to it
a little later in my presentation.

Of the $446.0 million in current expenditure, $240.7 million will be
spent on personal emoluments; $54.6 million are earmarked for interest
payments; and a further $79.1 million are provided for transfers to
households including pensions and gratuities.

The $203.7 million allocated for capital expenditure represents an increase
of $53.5 million or 35.6 percent relative to the estimated outturn for 2010.
This is financed by $135.5 million or 66.5 percent from local revenue;
$35.3 million or 17.3 percent from external grants and the remaining $33.0
million or 16.2 percent from external loans.

Mr. Speaker, the significant increase of the capital budget is intended to
spur economic recovery and job creation.

Total current revenue for 2011 is projected at $454.2 million, 7.2 percent
higher than collections in 2010. This projection includes $213.5 million
from Customs and Excise and $187.9 million from Inland Revenue.

Non-tax revenue is projected at $43.1 million, a 5.9% increase over 2010.

Government projects a current account surplus of $8.1 million.
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The budget has a financing gap of $87.4 million. As we did last year,
Government will do its best to close this gap with more aggressive resource
mobilization.

Finally, the overall deficit (including grants) is projected to be $148
million.

5.2

AGRIBUSINESS

Mr. Speaker, over the past two and half years, agribusiness has been a
bright spot in the Grenadian economy. That said, much more needs to be
done.

Government’s main focus, this year, will be:

1.

Significantly increased provision of planting materials to facilitate
increased food production and agricultural exports. There is a
growing demand for planting material as confidence in the sector
grows. The Ministry of Agriculture will aim to increase its capacity
to deliver larger volumes of high quality planting materials. Special
focus will be given to planting materials and other inputs for bananas
with the aim of ultimately eliminating the importation of bananas into
this Country.

Increased production in root crops, especially yams, dasheen,
tannia, sweet potato and cassava by targeted programme for select
farmers. Over the past year, we have witnessed an increase in the
importation of root crops contributing to significant foreign exchange
leakage.

Increased acreage in fruit orchards namely: Julie mango, golden
apple, soursop, avocado and breadfruit. With the increase of agro-
processing activity and increased demand for fresh tropical fruits
on the export market, there is an urgent need to establish more fruit
orchards on the island. Farmers with large tracts of ‘idle lands’ will
be targeted to increase acreages under fruit production.
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10.

Improved marketability of fish products on the domestic and
export markets. Under this programme, the Ministry will focus
on improving our fisherfolks’ capacity to handle fish for the export
market. The capacity of the Produce Chemist Laboratory would also
be enhanced to contribute to improved quality of our fish products.

More support for agro-processing. This would involve the
strengthening of capacity in the Produce Chemist Laboratory to
enhance the delivery of technical services to agro-processors.

More research and development in nutmeg and other spices.
Increased support will be given to the Establishment of Spice Research
and Farming Systems Project to increase the competitiveness of the
Nutmeg and Spices Industry.

Institutional Strengthening. The Ministry will seek to restructure
and strengthen its extension services in order to deliver better services
to farmers.

Labour support. Resources under the Farm Labour Support
Programme will be used to provide labour for the priorities just
mentioned.

Government Estates. A framework will be finalized to facilitate the
deployment of these estates into more commercial and productive
farms.

Completion of the Gouyave Fisheries Plant. Work is ongoing and is
expected to be completed by year end.

This year, the allocation for agribusiness and fisheries is $28.5 million up
from $17.8 million in the previous year.

5.3

HEALTH, EDUCATION AND WELLNESS SERVICES

In this sector, the priority focus is the establishment of a Teaching Hospital.
Our Government believes this is essential to leverage the presence of St.
George’s University which according to recent surveys is regarded as the
best medical school in the Caribbean.
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Such a facility would provide opportunities for the students to remain in
Grenada for longer period to do their clinical rotations and internship. This
additional expenditure would have a significant impact on the domestic
economy.

This thrust is also timely in light of the posture of certain teaching hospitals
in the USA to attempt to limit the intake of students from Caribbean
medical schools.

More importantly, Government believes that the establishment of a
Teaching Hospital in Grenada would help to raise the standard and quality
of health care for citizens at home, citizens abroad desirous of returning
home to retire as well as our visitors.

Mr. Speaker, I am pleased to report that the Government and St George’s
University signed a new agreement late last year. This Agreement is
the most comprehensive since the establishment of the University. The
benefits for Grenada include more scholarships, equipment for the hospital
and support for specialists at the Hospital.

As part of this Agreement, Government and the St. George’s University
have agreed on the necessity for a Teaching Hospital. As a first step, the
University will develop a Clinical Teaching Programme at the General
Hospital by September 2011.

During the course of this year, Government will engage the University and
other potential partners and investors to move forward on this important
project.

54 TOURISM AND HOSPITALITY SERVICES

Government recognizes the importance of the tourism industry as the
single largest source of foreign exchange and an important generator of
jobs and general economic activity.

In this regard, the allocation in 2011 is $28.9 million, an overall increase of
$1 million. This sum includes $17 million for marketing and $10 million
for airlift.
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Support for Airlift

It should be noted that the allocation for airlift which includes some joint
marketing with the airlines has been increased by $2 million to $10 million.

We will continue to provide marketing support to the airlines as a
strategy in support of shared risk. The phasing out of these heavy fiscal
commitments can only be realized with the construction of additional and
appropriate hotel rooms.

Hotel Development

Government will continue to engage local and foreign investors on several
stalled tourism projects. This would include as was done last December,
joint investment promotion missions overseas.

Furthermore, Government has signed an agreement with the OPEC Fund
for International Development (OFID) which can facilitate concessionary
financing for some of these projects which have been on hold since the
financial crisis.

Product Development

Upgrades to Heritage Tourism will continue with restorative works on our
fortifications, including Forts George and Matthew.

The product has been enriched by the additional of several festivals in the
past year. These include: the Maroon & Regional String Band Festival in
Carriacou, the Spice Word and National Folk Festivals.

We will continue to work with villages and communities on the Parish
Branding Initiative which aims to identify the unique features or products
of each parish and market them to our tourists. In this regard, the Fish Fry
in Gouyave is now established and frequently supported by our visitors.

This work will also extend to preparing Dive and Yachting Products to
deliver what is promised in Marketing Promotions.

Page 44 2011 Budget Statement



Grenada has been positioned as the “Wreck Diving Capital of the Eastern
Caribbean” after completion of a dive strategy and marketing plan by the
Ministry of Tourism, in collaboration with the Grenada Scuba Diving
Association.

The list of new and upgraded products is as follows:

The Grenada Discovery Train, City of St. George Tour

The Spice Basket, Beaulieu

The Carriacou Maroon & Regional String Band Festival

The Spice Word Festival

The National Folk Festival

Opening of Fort George as a National Attraction Site

Opening of Fort Matthew as a National Attraction Site

Re-Opening of Bathway Visitor Center, St. Patrick

Upgrade of the Annandale Waterfall Road & Visitor Facility

Upgrade of the Grand Anse Craft & Spice Vendor’s Market

Cleaning of the Grand Etang Lake

Upgrade of the Camerhogne Park Visitor Facility, Morne Rouge

Marketing and Promotion

Grenada deploys a considerable sum for marketing and promotions of our
destination. Government would like to do even more but is constrained
by needs in other areas.

For that reason, Government is taking a very hard look at the way its
marketing dollars are spent to ensure maximum value for money. In this
regard, Government welcomes the Board of Tourism’s use of eMarketing
technology. This thrust has resulted in the completion of a refreshed and
interactive website www.grenadagrenadines.com, engagement of new
social networking Internet sites — mainly Facebook, Twitter, and You
Tube. In addition, the Board is making use of booking engines to aid
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in securing vacations and is working towards a re-launch of the Spice
Holidays Programme for the Grenadian Diaspora.

Industry Management

During the year, Government will continue with its thrust to build and
maintain capacity to engage stakeholders at all levels of the industry
and sharpen its policymaking capabilities to move the industry forward.
A proposal is being considered to establish a separate and independent
agency to develop and manage all aspects of the tourism product.

5.5 ENERGY DEVELOPMENT

As the world begins to recover from the global recession of the last two
years, the year has started with the price of oil rising to a 26-month high
of over US$92 dollars per barrel. This recent price hike is partly due
to unusually cold weather in the North but also in response to predicted
increased demand from the manufacturing sectors in the USA and China.
Analysts predict that 2011 will see the price of oil rise over US$100 dollars
per barrel.

Government remains convinced that the ultimate solution to the drain on
our foreign reserves caused by the high costs of energy is to transition to a
low carbon economy based on the use of indigenous sources of renewable
energy and on the most efficient use of energy.

A National Energy Policy has been completed to guide this transition
to a low carbon economy. The policy is now before the Cabinet and is
expected to be laid in Parliament by the second quarter of this year.

The Government wishes to thank the Organisation of American States for
its assistance in developing this important policy initiative, which sets the
framework for sustainable and secure energy development and provides
a detailed action plan to achieve a 30% reduction in greenhouse gas
emissions from fossil fuel combustion by 2020.
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This voluntary commitment provides Grenada with the moral authority to
continue to play a lead role in the ongoing international climate change
negotiations, the outcomes of which are vital to our very survival.

Let me now address our priorities for 2011.

Pursuing the potential discovery of geothermal energy and its exploitation
is now the top priority for this Administration in the energy sector.

The successful exploitation of this potential resource will dramatically
reduce our dependence on imported fuels, provide long term energy
security, reduce our greenhouse gas emissions and ultimately allow the
transport sector, which consumes the majority of fuel imports, to transition
to electric vehicles and be powered by a clean electricity grid.

Last July, Cabinet appointed a Geothermal Energy Committee comprised
of representatives of responsible Ministries and GRENLEC and has
requested this committee to accomplish two major tasks:

1. To prepare drafting instructions for a Geothermal Resources Bill,
which would, amongst other things:

a. Declare that the resource is the patrimony of the State.
b. Enable Grenada to grant exploration and production licenses;

c. Enable Grenada to charge Royalties and other Fees for the
extraction of the geothermal resource.

2. To negotiate an exclusive Resource License and Concession
Agreement with GRENLEC, subject to approval by Cabinet.

We have appointed a geothermal energy Project Manager to strengthen
the Energy Division and to chair the Geothermal Energy Committee. The
committee has been meeting.

The Government wishes to expedite these negotiations, cognisant of
the need to make planning decisions on future generating capacity.
Government is committed to facilitating the private sector investment
required to have a 20 megawatt geothermal plant operational, as Phase 1,
by the end of 2013.
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We are working closely with the Office of the Attorney General to draft
a Geothermal Bill to ensure all investments proceed within a sound legal
framework.

Government will also seek funding through the fifth cycle of the Global
Environmental Facility (using the flexibility mechanism under the new
System for Transparent Allocation of Resources) to help defray the
costs of the risky exploratory drilling phase and to allow for an equitable
licensing agreement to explore for and use national geothermal resources.

This, Mr. Speaker, leads me to another priority of our administration,
which is to secure grant funding and concessionary loans for renewable
energy and energy efficiency projects.

During the recent Climate Change Negotiations in Cancun, our Prime
Minister, on behalf of AOSIS, signed a Memorandum of Understanding,
along with representatives of the World Bank, UNDP and the Danish
Government for the operationalisation of a new financial mechanism called
SIDS Dock in 2011. SIDS Dock is targeted at facilitating sustainable
energy projects in small island developing states. The Danish government
will kindly provide an initial capitalisation of this mechanism of US$14.5
million and Grenada has already submitted a US$1.0 million dollar
proposal for funding of its geothermal programme

I am also pleased to report that we have been successful in securing 2.5
million Euros (EC$ 8.9 million) in grant funding, under the ACP-EU
Energy Facility, to partially finance the purchase and installation of wind
turbines to provide up to 1.9 megawatts of electricity generating capacity
and displace up to 68% of the diesel currently used to generate electricity
in Carriacou.

The people of Carriacou will benefit from stable electricity prices in the
future and will also benefit from being able to market Carriacou as a green
and eco-friendly destination. A potential co-benefit of the wind project
may be the generation of desalinated water and the production of ice for
the fishing communities on our sister islands.

We wish to commend GRENLEC for their assistance in putting together
the proposal to the EU and we look forward to the implementation of this
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project over the next 15 months. This is a good example of public-private
partnership.

Government, in association with the Windward Island Research Education
Foundation of St. George’s University, as part of a joint-venture entitled
the Renewable Energy and Energy Efficiency (REEF) Initiative, is also in
the final stages of submitting a proposal to the GEF (under the GEF 4) for
US$1.1 million for energy interventions in the building sector.

The buildings sector is responsible for over 90% of all of the electricity
consumed in Grenada. Under this regional project, if approved by the
GEF, energy efficiency standards (as promised in my 2010 budget) will
be promulgated for refrigeration, lighting, air conditioning, standby plug
loads and other major users of electrical energy within buildings.

Part of the grant funds will also be used to create a soft loan mechanism,
which will be administered by a local financial institution. Loans will
be made available, under very concessionary terms, to householders and
businesses wishing to purchase and install solar photovoltaic systems and
energy efficiency devices. Through this innovative financial mechanism,
our Administration hopes to increase market penetration of solar PV from
the current 0.3% to 10% by 2020, in line with the targets set in the National
Energy Policy.

Government will formalise a long-term interconnection policy or what is
referred to as a Feed-in-Tariff with GRENLEC to provide confidence to
purchasers of PV systems and other renewable energy technologies.

Under the energy efficiency component of the proposed GEF 4 project,
we also hope to conduct a pre-feasibility study on the use of cold seawater
to air condition the True Blue Campus of SGU and perhaps the Maurice
Bishop International Airport as well. This single project, if proven
feasible, has the potential to reduce national energy consumption by 5%.

Another exciting project is the conversion of solid waste to energy either in
the form of electricity or an alternative fuel. Last year, my Ministry drafted
a terms of reference for a waste to energy project and later this month,
officials from my Ministry and the Grenada Solid Waste Management
Authority will meet with interested representatives of the private sector
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