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1. RATIONALE

1.1 Strategic framework

Following the ACP-EC Partnership Agreement signed in Cotonou in June 2000, a Country Strategic
Paper (CSP) and a National Indicative Program (NIP) defining the areas of the European Union
support to the Bahamas were signed in February 2003. The 9th EDF response strategy follows the
Government of the Bahamas development approach and thereby seeks to reduce regional socio-
economic imbalances in the archipelago.

The specific objective of the 9th EDF support is to stimulate development in the Family Islands
through a comprehensive capacity building programme, thereby reducing the migration of residents
to New Providence in search of opportunity for employment and income.

The major areas of support envisaged are: capacity strengthening for local government agencies,
civil society organisations and the private sector in the Family Islands so that infrastructure
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development programmes, key services and productive endeavours can be achieved in tourism,
agriculture, aquaculture, fishing and food processing.

An indicative allocation of 6.83€ (3.9million euro 9th EDF NIP +2.93 million euro balances from
previous EDF) is available to cover the development activities to be implemented under 9th EDF
support to the Bahamas (Envelope A).

The present project aiming at reconstructing some essential infrastructure services in the Family
Islands, and promoting their social and economic development, fits into the Government’s
development strategy. The proposed funding includes six sub-projects. The sub-projects are:

Island Project Activity

Andros Eco-Tourism Training Centre| Construction of visitor and training centre for
SME

Andros Fresh Creek Dock Rehabilitation of the most important dock at
Northern Andros

Ragged Island | Duncan Town Dock Dredging of access canal and rehabilitation of
dock

Cat Island New Bight Int’] Airport New airport terminal and apron

Ragged Island | Duncan Town Airport Rehabilitation and resurfacing of runway and
apron

Acklins Spring Point Northerly Roads| Rehabilitation of roads

The proposal is in line with both the objectives of the 9th EDF and present Government policies
including Poverty Reduction measures.

1.2 Lessons learnt

The Bahamas has only to a limited extent taken advantage of international donor funding. EU
funding under previous EDF amounts to 16.8 m euro, of which 2.93 m euro remained unspent and
was transferred to the 9™ EDF.

Any problems encountered in the implementation of previous projects will be carefully reviewed
and will serve as practical lessons for the project preparation and implementation. Specific focus
will be put on verifying the quality of the design and tender documents, and on the rigorousness of
the construction supervision.

As in many ACP countries maintenance is a critical factor in order to ensure sustainability of the
investments. It is therefore recommended that the maintenance issue will be specifically addressed
in the financial agreement with the Government.

1.3 Complementary actions
The EU has been supporting the Government of Bahamas® development strategy since 1986
through the EDF. Several projects of diverse nature, mainly focused on infrastructure, were

successfully implemented since the start of the Community’s assistance with the 6th EDF, and
complemented further with the 7th, 8th and the current 9th EDF.

Because of its perceived status as a higher income developing country, The Bahamas has not had a
large number of donors providing assistance in its development and transformation: it was formally
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graduated by the World Bank in 1988 and does not qualify for assistance from DFID. Other
international donors, such as the Inter-American Development Bank (IDB) and the Caribbean
Development Bank (CDB), are providing assistance through loans to the Education sector, to the
development of the private sector (principally tourism), to regional initiatives in the Caribbean and
towards efficient administration of Land use. However, the assistance provided by international
donors does not specifically target the Family Islands.

1.4 Donor coordination

The Donors co-ordination is mainly done by the Ministry of Trade and Industry, through
consultation of the different institutions and stakeholders concerned by a particular project.
However, no donor co-ordination took place for this particular intervention because the EU is the
only donor present in the Family Islands.

2. COUNTRY CONTEXT
2.1 Economic and social situation

The Bahamas is a stable, developing nation with an economy heavily dependent on tourism and
offshore banking. Tourism alone accounts for more than 60% of GDP and directly or indirectly
employs half of the archipelago's labour force. Steady growth in tourism receipts and a boom in
construction of new hotels, resorts, and residences had led to solid GDP growth in recent years, but
the slowdown in the US economy and the attacks of 11 September 2001 held back growth in these
sectors in 2001-03. Financial services constitute the second-most important sector of the Bahamian
economy, accounting for about 15% of GDP. However, since December 2000, when the
government enacted new regulations on the financial sector, many international businesses have left
The Bahamas. Manufacturing and agriculture together contribute approximately a tenth of GDP and
show little growth, despite government incentives aimed at those sectors. Overall growth prospects
in the short run rest heavily on the fortunes of the tourism sector, which depends on growth in the
US, the source of more than 80% of the visitors. In addition to tourism and banking, the
government supports the development of a "third pillar," e-commerce.

The Bahamas scores well on the Human Development Index of the UNDP (50th in 2003). Life
expectancy is over 69 years, with other indicators comparable to those of a developed country.
However, despite its high per capita income, there is a recognition that there are pockets of poverty,
and possibly even of extreme poverty, in some urban areas within New Providence and in the outer
Islands.

2.2 Development policy of beneficiary country

The country’s development strategy is to create a sustainable social development across the islands
of the archipelago through sustainable economic growth.

2.3 Sector context

The social and economic centres in The Bahamas are in the islands of New Providence and Grand
Bahama having 85 % of the country population. 9 % of the Bahamas’ population lives in Abacos,
Andros and Eleuthera and only 6 % in the remaining Family Islands. The uneven distribution is also
reflected in The Bahamas Living Condition Survey 2001, which shows a poverty rate of & % for
New Providence and Grand Bahama while it is 13% for Abaco, Eleuthera and Andros and as high
as 20% for other Family islands.
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