





I Centro Inleramericano de .
i Dacumentacién e
l; Informacion Agricola

|10 Ny 1993
[nea — cion|

———————

FOREWORD

The Federation of St. Kitts and Nevis is the newest Member State of IICA having signed
the Institute’s Convention at the OAS Headquarters, Washington on March 12, 1990. On the
basis of discussions between Reginald Pierre, Director of Operations for the Caribbean, the
Honorable Hugh Heyliger, Minister of Agriculture and the senior administrative personnel of the
Ministry of Agriculture in August of 1990, the decision was taken to implement a rapid
assessment of the agricultural sector with a view to the formulation of an action strategy that
would guide IICA’s technical cooperation actions in St. Kitts/Nevis. This sector assessment was
to be carried out through the use a multidisciplinary team of professionals from IICA and CARDI
in collaboration with professionals and technicians available to the Ministry of Agriculture.

This sector assessment is therefore an important step towards developing a strategy to
support the process of reactivation and modernization of the agricultural sector of St. Kitts and
Nevis. Apart from establishing casual relationships among policies, public institutions,
agricultural investments and the performance of the agricultural sector, it will make it possible
to identify more clearly policy options, institutional reform programmes and the level of
investments needed for sectoral growth. Additionally it could serve as an important support
document/instrument for St. Kitts and Nevis in the country’s negotiation with international

Junding agencies.

The exercise was conducted within the framework of IICA’s Short Term Action facility.
Invaluable assistance was provided by the Director, Mr. Kenneth Parker and staff of the OAS
office in St. Kitts and Nevis. Sincere appreciation is extended to Messrs Valdemar Warner and
Elmo Liburd, Permanent Secretaries in the Ministries of Agriculture for their support, guidance,
hospitality, and patience.

The Ministry of Agriculture’s team was led by Dr. Ketih Archibald and Mr. Augustine
Merchant, Directors of Agriculture of St. Kitts, and of Nevis respectively, both of whom worked
very hard in support of the short-term mission. Several Heads of Divisions, Ministry of
Agriculture counterpart staff, as well as many farmers and persons associated with the sector
in the twin island state contributed tremendously to this exercise. Ms. Beverly Harris in
particular has to be mentioned specially for the provision of data.

The Regional Project Unit under Vincent Little, Project Specialist, coordinated IICA’s
effort and put together the document which included input from:
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Dowlat Budhram

Policy Analysis and Planning Specialist

Lystra Fletcher-Paul Data/Systems Analyst (CARDI)

Antonio Pinchinat

Technology Generation and Transfer Specialist

Rafael Marte - Fruit/Tree Crop Specialist

Cosmos Joseph - Agronomist (food crop and vegetables)

Jerry La Gra - Organization/Management Specialist in Production and
Marketing

Franz Alexander - 1ICA Represenative/Livestock Specialist

Urban Martin - Plant Protection Specialist

Kenneth Buckmire - Economist (fisheries) (CARDI)

It is impossible to acknowledge all the other individuals who have helped but special
words of thanks must be extended to Mr. Terrence Beddoe (FAO Consultans), and Sherman
Weekes and Harold Patterson (CARDI) and their staff for the inputs provided in this document.

Special appreciation must be expressed to the secretarial staff of IICA Barbados Office
Jor typing and preparation of the document.

Franz Alexander
IICA Representative
OECS Countries
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EXECUTIVE SUMMARY

BACKGROUND

L The Federation of St. Kitts and Nevis lies in the Northern part of the Leeward group of
the Lesser Antilles in the Eastern Caribbean. It became an independent state in
association with Britain in 1967 and achieved full political independence in 1983. St.
Kitts and Nevis are separated by a Strait, known as the Narrows, a channel of about 2
miles in width.

2 The twin-island state with an area of 269km? (104 square miles) and a population of
47,500 has achieved significant gains in the standard of living of the people over the last
decade, despite being exceptionally vulnerable to unfavourable external circumstances.
The general economy has performed well despite inclement weather, declines in the terms
of trade and fluctuations in the growth performance of the world economy, due largely
to substantial inflows of grants, concessionary finance and private remittances.

3. Real output expanded on average by 6.2% per annum from 1980 to 1989, while real per
capita income grew by approximately 4% per year over the same period. At the end of
1989, nominal per capita GDP was EC$6,364 (US$2,357) compared to EC$2,389
(US$889) in 1980.

4. The sugar subsector still remains the mainstay of the economy despite the relative growth
in importance of tourism and the services sector in the last decade. Growth in the
agricultural sector is largely indicative of the performance of the sugar industry, and the
trend in the sector during the 1980-89 period indicates that its contribution to national
output has consistently declined by almost 50% from 16.7% of GDP in 1980 to 8.9%
of GDP in 1989. ' '

S. Both the tourist and construction sectors have steadily expanded over the last decade.
The tourist sector has emerged as a major economic activity in recent years with
consistent increased in tourist arrivals. Its share of GDP has increased from 3.8% in
1984 to 6.1% in 1988, while value-added increased at an average rate of 33% between
1984 and 1987. Real output of the construction sector has increased by more than 15%
between 1986 and 1989, largely as a result of increased public sector investment in the
Southeast Peninsula Highway Project, construction of a tourist complex downtown and
renovations of commercial and residential buildings. The services sector continues to be
the largest contributor to GDP. Its performance in recent years however reflects a steady
decline, from 23.2% of GDP in 1984 to 18.9% in 1989.

6. The most pressing problems and constraints facing the St. Kitts and Nevis economy can
be summarized as follows:






h.

i

Depressed export prices and market uncertainty for sugar generated by a generally
declining US quota as well as the planned trade liberalization within the
European Economic Community in 1992.

Operations inefficiencies in the sugar industry.

Labour shortages and declining labour productivity.

General production decline.

Oversized civil service.

Deficiency in Planning and Implementation Process.

Int;dequate water supply.

Small domestic market.

Chronic trade and current account deficits of the balance of payment.

The development challenge for SKN therefore is to surmount the potential problems with
appropriate strategies so that economic growth can be sustained in the medium and long
term. The Government of SKN has recognised the problems and development challenges
for the future. It has attempted to address these by various strategies outlined in its
National Development Plan (1986-90) and its annual plan for the economy (as
indicated by its budgetary proposals). The principal elements of these strategies include

the following:

(a)  The free-market competitive system is to be the basis of the economic structure
of the country.

(b)  Economic diversification is the central focus of the government’s policies and
strategies. The government’s role in the process will be facilitatory and regulatory.

(c)  The economic strategy seeks to provide a more structurally balanced economic
base which will be dependent on such sectors as agriculture, tourism,
manufacturing and construction. Of these, the first
three will be the major thrust of the development programme and the principal
sources of foreign exchange earnings.

(d)  The government seeks to enhance mobilisation of both domestic and foreign

capital simultaneously through implementation of appropriate policies and

ii






programmes. The public sector investment programme (PSIP) will be the main
instrument for mobilising capital. The interest rate policy will seek to provide
incentives for domestic savings as well to channel capital into priority areas.

(e)  The level of public sector capital spending will be a cnitical factor in determining
growth in construction and distribution.

()  The strategy also seeks to minimise the rate of inflation and the size of the
government's deficit while increasing employment opportunities, the rate of
domestic savings and investment.

(8)  Fiscal and budgetary policies will be used to improve public sector accounts,
enhance revenue collection, rationalise expenditures and provide incentives to the
productive sectors of the economy.

* AGRICULTURAL DEVELOPMENT STRATEGY

As indicated before, the agricultural sector has performed poorly over the last decade.
Sugar production, which is the main activity in the sector has declined over the period
and the financial viability of the industry has been severely reduced. The industry has
been also affected by the buoyancy of tourism and construction sectors which has
attracted labour from the sugar sector. A strategy to improve the viability and
competitiveness of the industry has been developed for its medium and long-term
survival. This strategy develop include: a rationalisation of the industry’s management
structure and operations through joint ventures, the upgrading of plant and equipment
to increase efficiency, and development of alternative uses for sugarcane, and
achievement of financial self-sufficiency in the medium term.

With respect to non-sugar agriculture, The government has embarked on an agricultural
development strategy (1986-91) to address the constraints of the subsector and reactivate
its role in the economy. The main thrust of the strategy is to effect structural adjustments
in the sector agricultural through acceleration of the process of agricultural
diversification. The principal elements of this strategy include:

(a)  Pursuit of a programme of agricultural diversification with major emphasis on
food crop production and the development of fisheries, livestock and forestry.

(b)  An improved land-use and land tenure policy to address problems of insecurity
and other constraints to production will be the basis for development of the
subsector.

(c) Increased production and productivity have been targeted for all areas of

agriculture with the aim of achieving self-sufficiency and increased import
substitution for both crop and livestock products.
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(d) Improvement of the marketing system and marketing policy to facilitate
production and disposal of agricultural products. The Central marketing
Corporation will be strengthened, public market facilities will be upgraded and
marketing outlets will be established in outlying areas. In addition, efforts will be
made to provide crop forecasting, production monitoring and to conduct market
surveys both domestically and in neighbouring countries to identify market
opportunities.

(e) An upgrade of the physical infrastructure, particularly roads to facilitate
transportation of inputs supplies to farms and farm produce to markets.

(f)  An improved incentive scheme to stimulate and encourage increased crop,
livestock and fisheries production through the granting of duty free concessions,
provision of loan facilities and granting concessionary credit through the
Department of Agriculture.

(8)  Strengthen institutional support to the agricultural sector at the national, regional
and international levels. This includes strengthening the Department of
Agriculture to improve the delivery system of its services, planning and
coordination with other sector-related and national institutions and increased
involvement of regional and international institutions in the agricultural
development process.

MAIN CHARACTERISTICS OF THE AGRICULTURAL SECTOR

10.

11.

12

Data on land use in SKN (except for sugar cane cultivation) is not very reliable; must
of what is available is largely based on estimates provided by the agricultural census.
The last agricultural census of 1986 shows that about 21,000 hectares of land is under
agriculture including crop production, pasture, grassland, woodland and forests and other
land. Based on a land use survey of 1966, about 26 percent of land (6702 hectares) was
classified as high quality agricultural land and 45 percent (11,700 hectares) was
considered fair. Relative to St. Kitts a smaller proportion of good lands can be found
in Nevis due to its topography and rocky conditions.

The farming sector is dominated by small farmers with most farms having an area of less
than 1 hectare (2.4 acres). The agricultural census of 1986 estimated that there were
3,429 holdings in SKN, with 65% being in St. Kitts and 35% in Nevis. Estimates from
the last census further show that more than 90% of farms in the twin-island Federation
are less than 2.02 hectares (5 acres), with approximately 81.2% having an average size
of less than 1.2 hectare.

Most of the agricultural activity, particularly in St. Kitts is undertaken on government-

owned lands which are sugar estates acquired during the 1972-75 period. St. Kitts has
a highly skewed land ownership with 23 properties or 1.0% of the island’s agricultural
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13.

14.

I5.

16.

17.

18.

holdings and comprising more than 75% of total land under government control. About
95% of the total holdings are operated by individuals, mainly small farmers while 3%
are operated through a partnership. Small farms with less than 2.0 hectares (5 acres)
comprise 75% of the total holdings in St. Kitts but control only about 6% of the land.

Land ownership is less concentrated in Nevis with the government controlling less than
10% of total land. The government started acquiring estates since 1933 and the last was
taken over in 1968. Since then, some of these have been redistributed through leasing
and sale to smaller farmers in 3-acre plots. However, most of the large estates are still
government-owned or controlled. .

The pattern of land tenure in SKN is characteristic of small farm agriculture where there
is a combination of plots that are owned, leased or rented. Furthermore, the land
distribution situation indicates that there are differences in the types of agriculture found
on the two islands. Data from the 1986 agricultural census shows that 53% of total
agricultural holdings (82% of the total area) are owned, 27% (8% of area) are rented
or leased, 17% (3% of area) are operated under no specific tenurial arrangement and
2% are under other forms of tenure. The data also shows that of the total holdings that
are rented or leased, about 90% involves direct cash payment for renting or leasing.
There is also evidence that a relatively larger number of farmers in Nevis opt for payment
in kind compared to farmers in St. Kitts.

As indicated above, the land tenure situation between the two islands is contrasting. In
St. Kitts, only 36% of the island’s holdings are freehold compared with 65% in Nevis.
It is common for small farmers, particularly in Nevis to possess a small plot of an
hectare or so as freehold, then lease a few additional hectares from government for
farming and graze cattle on communal pasture or on government land and estates.

The current land tenure system and land use policy are serious constraints to agricultural
development in St. Kitts and Nevis. A major inadequacy is that the current system does
not give farmers formal land rights and this constraints them to access credit and it is not
conducive to make continuous improvements in land quality and/or land management.

The average age of farmers in SKN is more than 45 years; about 63% of total farmers
are above 45 years of age. This is partly because small-scale farming is seen as a post-
retirement activity, and partly because many small farmers are either present or former
employees of the sugar industry who have been granted the use of land after many years
of satisfactory service. The age structure of the farming population reflects also the
failure of non-sugar agriculture to attract young people to farming. It is partly indicative
of the low returns to agriculture vis-a-vis other occupations.

The main constraints found to be affecting agricultural development in SKN are listed
below:






(i)

(ii)

(iii)

(iv)

The failure of the government to resolve the land tenure problem,
particularly in St. Kitts. Although the sugar estates have been fully taken
over in 1989 and the government has proposed to address the land tenure
question for several years; very little progress has been made on this. As
long as St. Kitts lacks a clear land tenure policy, the incentive is reduced
for long term investments in non-sugar agriculture and the agricultural
diversification programme will be affected. Certain tenurial aspects of
land, namely inheritance and fragmentation can also be potential
constraints to agricultural production.

As indicated before, farmers are relatively advanced in age. This factor
limits motivation for medium and long term investments in the sector,
whether by farmers financing from their own accounts or being financed
from institutional sources. This in turm will affect productivity in the
sector.

The sector is characteristed by a large number of part-time and
subsistence farmers. Small farmers also dominate the sector with almost
80% of farms being less than 1.2 hectares (3 acres). With the advanced
age of farmers and low levels of technology employed, small farms do not
provide sufficient income and alternative employment opportunities have
to be pursued.

The low profitability of small peasant-type farming is not conducive to
sustained development of the sector. The constraints discussed above
contribute to a low economic viability of farming; alternative strategies
which consolidate farms into more economically viable enterprises should
therefore be considered. A few intensive and well-managed farming
operations in both islands could almost centainly satisfy all their
requirements of eggs, poultry and vegetables. However, such operations
will not contribute to creation of employment opportunities in farming nor
will it provide equal opportunity for small farmers, which is the focal point
of the government’s development strategy. Nevertheless, larger and more
efficient farms should be encouraged if there is to be increased
capitalisation of the sector and if agriculture is to play its vital role in the
economy.

There are constraints in both the internal and external markets for the
country's agricultural products. Although tourism has expanded, the size
of the interal market still limits its capacity to absorb agricultural output,
especially during peak production periods. In addition, the cyclical nature
of production provides supply problems for the tourist sector as well as to
meet external demand requirements throughout the year.
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(vi)

(vii)

(viii)

(ix)

(x)

The physical infrastructure, particularly feeder roads is not adequate to
support agricultural production and postharvest handling of products.
Much damage is done to equipment and vehicles; both the DBSKN and
FND experience persistent repayment problems for loans provided to
purchase vehicles and equipment because of their "short" life.

The availability of water is insufficient to meet the needs of both islands.
While there is much potential for vegetable production, the lack of
irrigated water is a major constraint. Efforts to diversify agriculture
particularly intensive vegetable production will require additional water.
The competition for water is likely to intensify as future demands for water
come from an increasing population, urban development and an
expanding tourist sector.

The agricultural institutions, particularly the DOA'’s of both islands are not
sufficiently strong to have any major impact on agricultural development.
They are affected by a shortage of funds and skilled personnel which
constrain agricultural planning and execution of development activities.
In addition, the institutions are unable to effectively integrate externally
funded projects with their development efforts.

There are serious deficiencies in the capacity of the research and extension
divisions to generate and transfer technology to farmers.

For various reasons, the government'’s policy goals and targets for
agriculture have not been achieved. For example, most of the targets for
the sector in the last development plant (1986-91) have not been realised
and little has been done to implement an agricultural diversification
programme. Sugar is still important to the sector and the economy, but
its poor performance has been a financial burden on the government and
this may have affected the development of non-sugar agriculture.

RECOMMENDATIONS

19.

In order for the agricultural sector to contribute to national economic development, to
develop strong linkages mainly with the tourist sector and to expand its productive base,
as defined in the Development Plan, the following specific objectives should be targeted:

a

Increase agricultural and livestock production through the expansion of land area
utilized and improvement in the level of productivity.

Strengthen the institutional support services provided to farmers in order to
improve their managerial and technological capabilities.

vii
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C Strengthen the institutional framework for policy analysis and planning at both
the national level and agricultural sector level.
d. Create and promote mechanisms for farmers participation in the development
process.
e Improve the efficiency of the agricultural marketing system.
f Facilitate access of land to farmers.
g Facilitate the access to and use of credit by farmers.
h. Reduce harvest and post-harvest losses.
i Promote the consumption of locally grown food-stuff.
J Promote linkages between the agricultural sector and the tourist sector.
20. In terms of commodities which should be given priority attention the following are
recommended:
a Food crops and vegetables: white potato, sweet potato, peanut, tannia, pumpkin,
pigeon pea, onion, tomato, carrot, sweet pepper.
b. Fruits: Citrus, papayas, avocados, mangoes, breadfruit, tamarinds, W.1. cherries,
guava.
¢.  Livestock: Dairy, feedlot production of beef, pigs, broiler, small ruminan.
INSTITUTIONAL
21.  Policy Analysis and Planning
a Establishment of a statistical unit in the Department of Agriculture that will
provide relevant and timely information for policy making and planning.
b. Training of staff in the statistical unit and the DOA in methods of data
collection, its organisation and management.
cC Introducing methods of annual budgeting, activity programming, monitoring and
evaluation in the DOA.
d. Strengthening of mechanisms of coordination between the DOA and the Planning

Unit in the area of agricultural planning.

viii
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22,

Markets/Marketing

The proposed Marketing Strategy presented in the Agricultural Diversification Study
(ADS) remains valid, however, time and new information may warrant the following
modifications.

(a)

(b)

(c)

@)

(e)

In addition to identification of market opportunities, removal of production
constraints and strengthening of weak links in the marketing system, priority
attention must be given to the building of human resource capability to undertake
the necessary marketing functions.

Consequently, one additional element to the marketing strategy should be efforts
to create and/or strengthen managerial capabilities of farmers organisations.

In respect to market identification, the ADS gave priority to root crops and fruit
because of their production suitability and "price advantage". CATCO experience
has shown that most root crops produce marginal returns or losses. Therefore,
very careful attention must be given to the selection of priority crops in the
diversification effort.

Since the Agricultural Diversification Study was undertaken, both St. Kitts and
Nevis have executed several actions and projects. The priority measures identified
in the ADS must, therefore, be reviewed and updated. Some of the measures
made redundant are the following:

- improvement of abattoirs and meat cutting facilities;
- renovation and improvement to public markets;

In light of new experience and advancements since the completion of the ADS
the following suggestions are made for modification of the proposed marketing
Strategy:

- The collection and dissemination of market information should be
restricted in the first instance to specific crops with identified market
opportunity. this will minimize costs and facilitate the design of an
effective model which can later be expanded to their crops.

- Investments in marketing infrastructure should be kept to a minimum

until clear national marketing policies and strategies have been defined
and accepted by the kept participants.

ix
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4.

- Before initiating activities to strengthen CEMACO, a clear statement of
CEMACO objectives within the New Marketing Policy/Strategy should be
made and agreed upon by the key players in the marketing system.

- The establishment of a "market terminal” in St. Kitts should be re-
evaluated. it is felt that such an initiative would not make the best use
of the scarce resources and based upon experiences within the region,
could increase rather than decrease post harvest losses.

- Rather than create an "Export Division" to carry out all export functions,
it is suggested that export opportunities be identified by an ad hoc
committee and then an Export Division be allowed to evolve over time to
meet the needs of producers, intermediaries and external markets. the
institutionalization of an Export Division, a priori, stands the risk of
creating another bureaucratic structure which may not satisfy the real
needs of the market. Any Export Division should not be created until a
comprehensive marketing policy/strategy has been defined.

- The proposed Marketing Service Unit (MSU) should start small and be
allowed to evolve over time to meet the needs of farmers and marketing
intermediaries. It should concentrate on one or a few crops until an
effective system has been developed.

- Emphasis should be given to the organization of one farmers organisation
in St. Kitts and one in Nevis to coordinate marketing activities.

- Efforts should be made to gather baseline decision making information
on huckster ‘systems, agro-processing potential and on-going regional
marketing efforts as inputs into the design of national marketing
policy/strategies.

- The Marketing Advisory Committee, with representation from farmers,
CEMACO, SSMC, MOA, Ministry of trade and others, should be
organized immediately and assigned the responsibility of preparing an
integrated and comprehensive marketing policy/strategy document for St.
Kitts and Nevis.

The Research Development and Extension Services should be modified and strengthened
in accordance with priority - commodities to be targeted, and available validated
technology should be more readily transferred to the farming communities.

Implement actions to strengthen Farmers Organizations in order better services to
farmers, in addition to facilitating the access to small farmers of those services that
otherwise would not be provided.
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25.

26.

Strengthen the Plant Protection and Animal Health programmes by up-grading the
surveillance system through in-service training of new and existing personnel and by
implementing programmes for enhancing public awareness and through the identification
of major pests and diseases of economic importance affecting livestock and priority
crops. Additionally, the Pesticide Control Board should be revitalised.

Statutory Measures

Development and implementation of a comprehensive land policy programme to include
the following:

(a)  Zoning of land so as to designate areas in which real estate development cannot
be allowed; and

(b)  Providing longer term security to users of agricultural land in order to encourage
long term investment on the land.

COMMODITY PROGRAMMES

27.

28.

29.

Food Crops

(a)  Establishment of propagation facilities for the rapid multiplication of planting
materials.

(b)  Establishment of a national policy with respect to water resource development for

irrigation and determine the economic feasibility of irrigating certain food crops
as well as vegetables.

Vegetables

(a) Promote the establishment of on-farm storage facilities for vegetables in order to
reduce post-harvest losses as well as the provision of cold storage facilities.

(b)  Provide training in vegetable nursery management.

(c) Comprehensive onion production project should be developed and aimed
primarily at satisfying demand in the twin-island Federation.

FEruit Trees
(a)  Prioritization of crops, with development plan focusing on three different targets:

supply of local market, supply of overseas markets, and protection of the
environment.

xi
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30.

(b)  Tree crop zoning.
(c)  Establishment of demonstration plots in different micro-zones.

(d)  Training of staff and farmers to be focused as follows:

- Extension Officers: Problem identification and solution determination

- Nursery Officers: Nursery management and planning

- Other nursery staff: Plant pmpaga{ion methods and sterilization -
treatment practices

- Farmers: Crop establishment and early care

(e)  Introduction of planting materials and selection of clones in particular for citrus,
papayas, avocados, mangoes, breadfruit, tamarind, W.1. cherries, guava.

Livestock

The major programme recommended for the livestock subsector are as follows:

(a)  Eradication of Amblyomma variegatum in St. Kitts and Nevis

(b)  Control of Feral Animals in St. Kitts and Nevis

(c)  Promotion of Investment in Livestock Ventures including the following projects:
- Con Phipps Area - Agricultural Diversification Programme (FAQO)

- Dairy Farm Module - 10 acre unit
- Beef Module - 25 acre unit

- Feed Lot Cattle - Hay, silage, feed lot production in association with
SSMC.

- Bayfords; Dairy Development Project

- Pig Development Unit Bayfords (ROC)

- Pig Development Scheme - Rotational System (ROC)
- Small Ruminant Production System - IFAD/CARDI

xii
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- Broiler Production System
- St. Kitts/Nevis Meat Processors Development Project

- Promotion of St. Kitts/Nevis Livestock Farmers Association.

xiii







S8ECTION I
~ GENERAL ECONOMIC BACKGROUND
1.1 Main Characteristics and Evolution of the Economy
1.1.1 Recent Economic Performance

Oover the past decade, the economy of St. Kitts & Nevis has
shown strong but variant growth, reflecting the importance of the
sugar industry and the economy's sensitivity to the implementation
of large projects. Real output expanded on average by 6.2% per
annum from 1980 to 1989, while real per capita income grew by
approximately 4% per year over the same period. At the end of
1989, nominal per capita GDP was EC$6,364 (US$2,357) compared to
EC$2,389 (US$889) in 1980.

Total output grew from about 4% in 1980 to 6% in 1982 and a
negative growth rate of 2.4% was recorded in 1983, as a result of
the poor performance of the sugar industry and a drought which
affected non-sugar agriculture. The economy expanded very much
between 1984 and 1987, when the growth in real GDP averaged about
7.1% per annum. Economic growth was slower in both 1988 and 1989
when output increased by 6.7% and 5.1% respectively. The increase
in economic activity in 1989 was largely the result of a strong
performance of the construction sector and modest growth in
manufacturing and the services sector.

1.1.1.1 Sectoral Distribution

The sugar sub-sector still remains the mainstay of the economy
despite the relative growth in importance of tourism and the
services sector during the last decade. Growth in the agricultural
sector 1is largely indicative of the performance of the sugar
industry.

During the period 1977 to 1989, there has been real negative
growth of the agricultural sector (seé Figure 1.1). With the
exception of 1978 and 1979, the trend indicates that the
contribution of the sector to national output has consistently
declined over the period by almost 54%. The decline during the
last decade alone was nearly 50%, from 16.7% of GDP in 1980 to 8.9%
in 1989.

The decline in agricultural output reflects to a large extent,
the continued weak performance of crop production, particularly
sugarcane which accounts for about 51% of value-added 1in
agriculture (see Figure 1.2). Sugar production has trended
downwards with fluctuations, from 46,800 metric tons (mt) in 1978
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FIGURE 1.2

Agriculture Contribution to GDP
by Sub-sectors (%)
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to about 32,400 mt in 1985. The declining trend in production
continued from 1986 to 1989, except a modest 1.1% increase in 1988.
In 1989, there was a further decline in output by about 3%, partly
the result of a reduction in average yield per hectare due to
harvesting problems associated with acute labour shortages in the
harvesting season and unfavourable weather conditions. The sub-
sector's performance was again poor in 1990 with output declining
by more than 10%, as a result of damage sustained by the sugarcane
crop from Hurricane Hugo in 1989 and the continuing shortages of
labour.

The contribution to GDP by the livestock sector has also
trended downwards in the 1last decade. However, non-sugar
agriculture has performed better in recent years. Output of fruits
and vegetables grew by an estimated 9.3% in 1989 following a
decline in 1988, mainly on account of a significant expansion in
white potato production. oOutput of potatoes increased in 1989 by
about three-fold over the previous year to nearly 700,000 lbs.

The fishing and forestry sub-sectors has contributed an
average of 1.6% and 0.1% to GDP respectively. However, the
performance of fishing and related activities declined in 1989
after a positive growth trend in previous years. There were severe
damages done to fishing boats and equipment by Hurricane Hugo.

Like the agricultural sector, the relative contribution of the
manufacturing sector to GDP has consistently declined, from 18% of






FIGURE 1.3

Total Vigitor Arrivals and Contibution
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Visitors (thousands)

140

120 Tolal\ / A\____.

100

80 /9"}"

60 ---
/_/ Cruises /'\

= N |

2o—-_k——~p,/fF——4(//“ |

1 ] 1 1 1 1 L . I (] 1

0
1978 1980 1982 1084 1086 1988 1990
Years

GDP in 1977 to 10.6% in 1989. However, the sector has experienced
a real growth rate of 1.0% per year and its performance has
largely been influenced by the developments in the sugar industry.
In recent years, the sector's performance has been mixed. Real
value-added grew at a slower pace in 1989 of 1.2% compared to 3.4
% in the previous year. With respect to non-sugar manufacturing,
real output again increased by 4% in 1989 compared to 4.9% in 1988
and 6% in 1987 respectively. This growth reflected expansion in
operations of existing plants and establishment of three factories
for the production of pasta and snack foods, plastic products and
aluminum building materials respectively.

Both the construction and tourist sectors have steadily
expanded over the last decade. Real output of the construction
sector has increased by more than 15% in the last four years,
largely as a result of increased public sector investment in the
South-East Peninsula Highway project, construction of a tourist
complex downtown and renovations of commercial and residential
buildings.

7/

The tourist sector has emerged as a major economic activity in
recent years with consistent increases in tourism arrivals (see
figure 1.3). 1Its share of GDP has increased from 3.8% in 1984 to
6.1% in 1988, while real value-added increased at an average rate
of about 33% between 1984 and 1987. Growth in 1988 and 1989 slowed
considerably and the sector registered a decline of about 1.3%.
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There were declines in total arrivals mainly because of the decline
in cruise ship visitors. This was largely due to changes in the
routes by some cruise ships and financial problems experienced by
one line.

The services sector continues to be the largest contributor to
GDP. 1Its performance in recent years however reflects a steady
decline, from 23.2% of GDP in 1984 to 19.8% and 18.9% in 1988 and
1989 respectively. Real growth was experienced in 1989 mainly
because of growth in the wholesale and retail trade (2.8%),
transport (6%) and communications (22.9%).

1.1.2 Trade and the Balance of Payments

The balance of payments of SKN has three main features.
First, the balance of payments is treated differently from that of
most countries, mainly because the country is a member of the
Eastern Caribbean Central Bank (ECCB). As a result, trade in the
currency area is treated within the balance of payments. In
addition, the monetary arrangements provide for changes in official
reserves to be reflected by changes in the country's position with
the ECCB and the government's net foreign assets.

Second, the balance of payments reflects the high degree of
openness of the economy and its declining dependence on exports of
sugar. The trend in the last decade indicates that the total value
of imports and exports account for about twice that of GDP. The
trade dependence on sugar exports although substantial, has rapidly
declined during the period. The contribution of export earnings
from sugar to total exports of goods and non-factor services
declined by more than 50% in the period, from about 45% in 1980 to
less than 20% in 1989. While sugar's contribution to export
earnings have been influenced by sharp fluctuations in production
and prices, it is the relative decline of sugar in the economy that
has largely accounted for its reduced role in foreign trade.

Most of the country's external trade is done with the UK and USA
which are also the country's main export markets for sugar.

Third, the balance of payments shows large trade and current
account deficits. The trade performance since 1980 indicates that
the resource balance gradually decreased between 1980 and 1983,
improved slightly in 1984 and then sharply deteriorated since 1985.
The trade deficit (including non-factor services) has averaged more
than 30% of GDP during the period. In the last three years,
transfers (both private and public) have contributed substantially
to the current account, 'estimated to be an average of 12.5% of GDP.

1.1.3 Investment and Savings

With the exception of a few years, the volume of investment
has traditionally been large during the period 1980-89, accounting






FIGURE 1.4
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for more that 25% of GDP, of which more than half has been executed
by the public sector (see Figure 1.4). In addition, external
sources has been the main source of investment finance. However,
since 1984, there has been a declining trend in public sector
investment, reflecting the worsening of public sector finances. On
the other hand, private sector investment has increased in the last
few years, mainly because of rehabilitation and expansion of the
tourist sector, the South east Peninsula project and other private
sector construction activities.

In general, the trend in gross domestic savings have been
cyclical during the last decade. Since 1978, domestic savings have
gradually declined, becoming negative in 1981, but sizeable
transfers from nationals abroad accounted for gross savings being
positive that year. Since 1982 however, the transfers from abroad
have been insufficient to offset negative domestic savings. To a
large extent, the trend in savings reflects the adverse effects of
lower export earnings from sugar and expansion in domestic
consumption. As result, foreign savings comprising mainly official
grants and concessionary loans have been the prime source of
investment finance. The availability of concessionary financing in
the future from external sources is becoming increasingly limited.
As a result, there is the need to improve the rate of domestic
savings and impose taxes to curb consumption of luxury items.
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1.1.4 National Debt

The gross external debt of SKN is low compared to most
developing countries. At the end of 1989, total outstanding debt
was EC$89.9 million or 69 percent of GDP. Most of this debt is on
highly concessionary terms, between 4% and 6% interest rate.
Except 1986, debt service payments for amortisation and interests
have also been relatively 1low, amounting to less than EC$6.0
million per year.

With the exception of 1979 and 1986, the ratio of debt service
to exports of goods and services and GDP respectively has been less
than 10 percent (see figure 1.5). The primary reason for the
substantial increase in the ratio in 1986 has been the charges on
outstanding obligations of the government with respect to
acquisition of sugar lands in 1975, and an increase in the interest
charges on the external debt contracted to pay for the same lands.

1.1.5 Money Supply and Credit

As indicated before, SKN is one of seven members of the ECCB
and the country's financial sector is subject to regulations of
that Bank. The ECCB 1is empowered to regulate and oversee the
operations of the commercial banks such as setting reserve
requirements and interest rates on deposits and loans. The
operations of the ECCB also impose strict discipline on the
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implementation of monetary policy by member countries. For
example, the Bank is obliged by statute to maintain a foreign
exchange reserve of no less than 60% of the value of currency in
circulation and other demand liabilities and strict ceilings are
placed on loans granted to member governments. As a result of
ECCB's regulations, a tight monetary policy is maintained in SKN.

During the period of the 1980s, there has been a steady growth
of the money supply (which comprise the total monetary liabilities
of the banking system) but cyclical changes in private and public
sector deposits. Deposit liabilities are largely influenced by the
performance of specific economic sectors, namely sugar,
construction and tourism. Public sector deposits are predominantly
lodged at the government-controlled National Commercial Bank, the
funds mainly coming from the national insurance scheme.

There were two periods of a tightening of the 1liquidity
situation during the last decade. In late 1983 and 1984, there was
a liquidity squeeze that caused many local banks to seek longer
term private sector deposits. There has also been a further
tightening of liquidity in the commercial banking system in recent
years. This is indicated by an increase in the ratio of loans and
advances to deposits in 1989 and 1990 which is the result of a
relatively higher rate of increase in loans and advances. In 1989
and 1990, the rates of growth of deposits were 7.7% and 6.0%
respectively while the growth of loans and advances were 11% and an
estimated 12.5% respectively. Associated with these developments
was a contraction in net foreign assets of the banking system of
2.4% in 1989 and a marginal increase in 1990.

In general, bank credit has increased at a faster rate than
the growth in deposits. The growth in credit has largely been
influenced by a deterioration of public sector finances and fiscal
difficulties of the sugar industry. Growth has also been
influenced by changes in consumption by the private sector and the
working capital needs of the trade sector, which in turn was
largely influenced by growth in manufacturing, tourism and
construction and wage increases in both the private and public
sectors.

With respect to sectoral distribution of credit, lending to
agriculture and manufacturing respectively has averaged less than
10% of total commercial bank credit in the last decade. A large
proportion of credit to agriculture has been channelled into the
sugar sub-sector. In the last two years, the sectoral distribution
of credit indicates a strong demand in the productive sectors,
namely agriculture (mainly sugar), tourism and manufacturing.
Lending to the productive sector increased by 26% percent in 1990
compared to 30% in 1989.
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1.1.6 Fiscal Policy and Taxation

SKN applies more than 20 different kinds of taxes, with
several of them having a number of sub-categories in their
application to different commodities or to different enterprises.
Tax revenue has accounted for about 75% of total current government
revenue. With no taxes on personal income, the government has
increasingly relied on indirect taxes for revenue. More than 50%
of total tax revenue is provided by international trade and
transactions, particularly through consumption tax and import
duties (see Figure 1.6).

The dependence on import duties, consumption tax and corporate
taxes as a source of revenue makes them very sensitive to tourism
and changes in other economic activities. Import duties 1in
particular, is very significant since an estimated 40% of tourist
expenditures go directly for payment of imported items. Most
consumption taxes are ad valorem rates applied to the c.i.f value
on selected imports. The average rate is about 8%. There is also
a consumption tax on some domestic services and goods manufactured
in st. Kitts and Nevis.

While the government has granted certain exemptions to the
agricultural sector (duty free equipment, etc.), the manufacturing
and tourism sectors have benefitted relatively more from fiscal
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concessions. Both domestic and foreign developers in these sectors
are granted a range of exemptions from certain taxes under the
Fiscal Incentives Act. These include lengthy tax holidays of up to
15 years, exemption of duties on materials and equipment,
repatriation of profits and dividends, access to fully developed
industrial estates and duty free access to major markets. These
incentives have contributed in a large measure to the growth in
enterprises involved in electronics assembly, plastics, footwear,
apparel, food processing and tourism.

1.1.7 Public S8ector Operations

The public sector of SKN is large, accounting for about 45% of
GDP. The sector comprises the Central Government, St. Kitts Sugar
Manufacturing Corporation (SSMC), Social Security Scheme, Central
Marketing Corporation (CEMACO) , Frigate Bay Development
Corporation, the Port Authority and the St. Kitts-Nevis Development
Bank. The Government also controls 60% of the shares of the St.
Kitts-Nevis-Anguilla National Bank.

The fiscal performance of the public sector has been largely
determined by two main elements: revenues from sugar and wage
policy in the public sector. During the first half of the 1980's,
the performance rapidly deteriorated as a result of the complete
suspension of revenues accruing from the sugar levy and increases
in salaries of public sector employees (see figure 1.7). The major
cause of the fiscal problem has been the poor performance of the
sugar industry (via a reduction in sugar prices) and the
government's inability to benefit from the sugar levy. To a large
extent The government has- been a net contributor to the industry.
There was also a 45% increase in public sector wages and salaries
in 1981, which contributed to a decline in public sector savings.
During this period, the current account balance of the central
government declined from a positive 4.5% of GDP in 1980 to 4.8% in
1985. This deficit was largely financed by resources from the
domestic banking system, in particular, the government-controlled
National Commercial Bank.

Since 1986, the fiscal situation, particularly with respect to
central government balances has consistently improved. The current
account surplus increased from 0.4% of GDP in 1986 to 1.4% in 1988
and 3.0% in 1989. This was due mainly to a larger increase in
revenue collected in this period which was accompanied by a
stabilisation in the level of expenditure. Current revenue, as a
proportion of GDP, increased from 23% in 1986 to 29.8% in 1989
while there was a marginal decline in expenditure. The higher
revenue was a result of an improvement in the efficiency in revenue
collection; most components of tax revenue increased and tax yields
on international trade and transactions were substantially higher.
These factors together with a decrease in capital spending and net
lending also contributed to a reduction in the overall fiscal
deficit in the last few years.
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With respect to expenditure, total outlays on wages and
salaries increased by 7.1% in 1989 reflecting wage increases to
public sector workers. However, this component of expenditure
decreased relatively as a percent of GDP. Expenditures on goods and
services and interest payments also decreased at slower rates
compared to previous years. On the other hand, capital expenditure
continued to lag behind that anticipated by the government mainly
because of weaknesses in the system for programming such
activities. This has resulted in many projects remaining unfunded
by the end of 1989. The continuation of work on the South Eastern
Peninsula, work on the Bay Road tourism complex and expenditure on
electricity generating equipment comprised the main areas of
capital spending in 1989.

1.1.8 Employment, Wages and Prices

Agriculture has remained as the single most important
employer, accounting for about 25% to 30% of the working
population. The service sector, comprising trade, hotels and other
services employ another 30%, closely followed by manufacturing
which accounts for nearly 20% of the labour force. During the
1980's, the expansion in tourism and construction together with
changes in manufacturing were the main factors influencing growth
in employment. The tourism sector has rapidly expanded and it is
estimated that employment in this sector doubled during the decade.
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Table 1.1
Ewployment by Sector, 1980-1990

Sectors 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990
Garment Industry 807 887 605 714 786 664 864 671 815 500 439
Electronic Industry 297 481 463 481 559 767 709 764 TI1 985  96A
Beverage 107 113 111 16 110 116 105 m 110 129 174
Hotels & Guesthouses 373 345 392 377 443 467 525 463 522 6% 669
Construction 137 153 221 382 225 227 250 270 246 750 636
Suger Industry 4259 3927 3455 2932 2982 2840 3046 2840 2617 2103 2300
N.E. Workers 680 683 683 655 676 679 656 - - 670 680
Totel 6660 6589 5930 5657 5781 5760 6155 5119 5021 5831 5862
Totel 6660 6589 5930 5657 5781 5760 6155 5119 5021 5831 5862

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

Source: Ninistry of Labour, St. Kitts & Nevis.

Table 1.1 shows employment in main sectors of the economy
during the 1last decade. The overall trend indicates that
employment has declined during the period, with the largest decline
occurring in the sugar and garment sectors. Although the sugar
industry remains the largest employer in the country, there has
been a decline of almost 50% of labour employed in field and
factory operations in the period 1980 to 1990. The available data
also indicate a shift towards increased employment opportunities in
the buoyant electronic, construction and hotel sectors.

Official data on unemployment is not readily available on SKN,
but unemployment and underemployment is estimated to have
fluctuated between 10% and 20% during the last decade. However, it
is felt that the unemployment rate has decreased in recent years as
a result of a significant increase in activities related to
construction, tourism and related services and non-sugar
manufacturing, with labour shortages even occurring in certain
areas. Partial data on employment in 1989 indicates that there
were increases of 18% and 5.7% in the hotel and non-sugar
manufacturing sectors respectively.

With respect to wages, there are two main features in the rate
changes over the last decade. The first is rate increases since
1977 have on average been higher than changes in inflation rates.
The second feature is that private sector wages have consistently
increased over the period because the labour market has been under
intense pressure from rapidly expanding private sector activities,
particularly those in tourism and construction.

Wages of public sector workers increased by 40% in 1978 due to
a rapid rise in the cost of 1living. In the 1980's, these were
further increased by between 40% and 50% (depending on the income
level) in a salary review of 1981, followed by a period of general
wage restraint between 1982 and 1985. As a result of wage
settlements in 1986 and the need to stem the loss of professional
staff from the public sector, average increases of 22.5% and 20%
were made in 1986 and 1988 respectively. In the sugar industry,
annual wage increases were between 10% and 15% between 1977 to
1981, but this was decreased to 3% in 1982 as a result of a decline
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in sugar prices. Speéecial bonuses to sugar workers also declined
when sugar prices decreased. Wage increases in this industry have
also been relatively less than that of the private sector and this
has contributed to labour shortages in the sub-sector.

Table 1.2
Selected Price and Wage Indicators, 1980-1989

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

GOP Deflator* 13.4 10.8 3.6 4.4 3.4 2.1 15.9 5.7 4.0 3.4
Consyumer Prices 17.8  10.4 5.9 2.3 2.8 2.7 -0.1 2.6 0.2 6.6
Import Prices 21.7 5.3 -1.7 -2.6 -1.0 -1.1 -2.2 5.7 5.6 5.9
Goverrment Wages eee 40-50 cee cee eee cee  22.5 eee  20.0 eee
suger Industry Wages 25.0 10.0 3.0 1.5 2.0 .o 4.0 .o 5.0
Private Sector Wages** 27.5 371.5 12.7 8.3 8.0 6.3 6.5 8.2 7.8 8.3

* For 1985-1989 at factor cost.
** For 1985-1989 represents a weighted average of two firms, St. Kitts Enterprises and
St. Kitts Breweries.

Sources: (1) World Bank Document, St. Kitts & Nevis Economic Memorsndum, 1985 & 1988.
(2) Ministry of Lebour, St. Kitts & Nevis.

As shown in Table 1.2, wage increases in the private sector
have averaged more than 6% per annum during the last decade. These
increases have had implications on inter-sectoral shifts in labour
supply as well as the comparative advantage of St. Kitts and Nevis
vis-a-vis other countries in specific areas of production. As
indicated before, higher wages in the private sector have resulted
mainly from increased private sector activities and pressures on
the labour market. The electronics industry in particular, have
experienced a shortage of skilled workers in recent years with
consequent upward pressure on wages. Data for 1989 from the
Ministry of 1labour indicates that average weekly wages for
labourers, semi-skilled and supervisory employees in the tourism
and construction sectors were between 30% and 50% higher than those
of comparable categories of workers in the garment and electronic
industries. Data for 1988 and 1989 also show that average weekly
wages for various categories of workers in the garment industry in
SKN were 25% and 45% higher than wages of similar workers in
Jamaica and Haiti.

Price changes in SKN are largely influenced by international
price trends due to the openness of the economy. Compared with
most Caribbean countries, the rate of increase in the official
consumer price index has been very low and the trend indicates that
the rate of inflation has gradually decreased since 1980, remaining
at less than 3% during most of the decade (see Table 1.2).
Moderate changes in import prices, particularly between 1982 and
1986 has largely contributed to low inflation rates. It is
believed though that the rate understates the true value of
inflation due to limitations in coverage and weighting. However,
increased economic activity and higher average prices in the food
sub-index (which is the largest share in the consumer goods basket)
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in 1989 were accompanied by a sharp rise in consumer prices of 6.6%
compared to rates of 2.6% and 0.2% in 1987 and 1988 respectively.
The movements in prices during these years also reflect in large
part, higher import prices as a result of high inflation rates in
major trading partners and pressures of demand on domestic
resources.

With respect to price control and import restrictions, the
Supply Office of the Ministry of Industry and Trade is responsible
for the issuance of import 1licenses. Regarding agricultural
products particularly fresh produce, import restrictions do exist
but these are implemented based on the recommendations of the
Department of Agriculture.

There are price controls for a number of items but these have
not been very effective, particularly in the last few years. The
government sets the final prices for sugar, various consumer
products, electricity and petroleum products and controls the
profit margin of a number of food products including rice, flour
and milk which are imported in bulk. However, with the exception
of sugar, price control of most imported food items have not been
rigidly implemented in recent years.

1.2 Macroeconomic Policy and Agriculture

Macroeconomic policies in SKN have both a direct and indirect
impact on the agricultural sector. The principal policy variables
which impact agriculture include exchange rate policy, government
expenditure policy and trade policy. The implications of these
policies on agriculture and resource use are transmitted through
changes in inflation rates, real exchange rates and hence relative
competitiveness of SKN's goods and services. In addition, the
openness of the economy (as well as those of other OECS countries)
makes it more sensitive to changes in these variables.

As indicated before, SKN shares a common currency with other
OECS countries that is managed by the ECCB. The exchange rate can
only be altered by unanimous agreement and the operations of the
system provide it with stability. However, although the OECS do
not experience similar rates of inflation, sharing a common
currency places a limit on the extent to which inflation rates
differ. Changes in inflation rates imply changes in the real
exchange rate and this in turn affects external competitiveness.
SKN can therefore be affected by changes in the real exchange rates
as a result of impacts of macroeconomic policies pursued by the
OECS countries. In addition, because the EC dollar is linked with
the US dollar, changes in inflation rates in the OECS vis-a-vis
that of the US will impact on the real exchange rate and export
competitiveness of SKN.

mtaimen
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One feature of the countries is that there has been a
persistent excess of aggregate expenditure over total real output
in the last decade which has affected the real exchange rate. The
World Bank findings indicate that the excess in aggregate
expenditure in SKN impacts the domestic price level and will in
turn affect the external balance, only if resources do not move
into production of non-traded goods'. 1In the last five years, the
resource gap of SKN has persistently increased with pressures
placed on the balance of payments. Domestic prices in recent years
have also showed signs of moving upwards which have implications
for the competitiveness of the country's exports.

The role of bananas is critical to the external trade
position of the OECS countries and to stability of real exchange
rates. Although SKN does not produce and export bananas, this
commodity has much significance on the OECS as a group due to the
possible impact of a sharp fall in its future price. Basically, a
sharp fall in the real price and output of bananas would put severe
pressure on the balance of payments of banana-producing countries
in particular, but also on the sub-region as a whole. Because of
the fixed exchange rate regime, the spillover effects will be on
the region's holdings of foreign reserves, and ultimately on the
stability of the exchange rate system.

The government's tax and expenditure policies have also
impacted on the agricultural sector indirectly. By providing
attractive incentives to the tourism and manufacturing sectors,
these have expanded by partly diverting resources (particularly
labour) away from the agricultural sector. The reduced
competitiveness of agriculture vis-a-vis tourism, construction and
manufacturing is further compounded by the government's wage policy
which contributes to labour shortages in the agricultural sector.
The upward pressure on wage rates also impact on the export
competitiveness of SKN's goods and services including agricultural
products.

1.3 National Development Strategy

The economy of SKN has experienced fairly strong economic
growth in the last decade, a result of high levels of grants and
concessionary financing, fairly high levels of foreign investment
and expansion of tourism and construction. Also, as a result of
increases in the size of the services and non-sugar manufacturing
sectors, the economy has diversified to some extent during the
period. However, two factors, the high levels of concessionary
financing and growth in tourism may not be favourable in the
1990's, mainly because of the scarcity of foreign capital and
competition for tourists by other destinations including various
Caribbean countries. In addition, the poor performance of the

L World Bank. Long-Term Economic Prospects of the OECS
Countries. Report No. 8058-CRG, Washington, D.C.,
February 1990.
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agricultural sector, particularly sugar has dampened economic
growth and there is uncertainty about the future of the industry.

Although the manufacturing sector is relatively diversified,
it is confronted with a number of problems which can affect its
medium term growth. First, the closure rate of firms during the
last decade has been high. It is estimated that on average, there
is one closure for every two new firms. The sector also relies
heavily on the regional market, but economic growth in the various
countries together with new trade barriers have affected the
sector's export potential.? 1In addition, high wage rates have
contributed to SKN rapidly losing its competitiveness in labour-
intensive manufactured products such as garments and electronic
products. To address these problems, strategies should be directed
at upgrading the sector's technology and increase 1labour
productivity if it is to remain competitive in both regional and
extra-regional markets.

The tourist sector has grown rapidly in the last ten years and
has made a significant impact on the economy. However, the
sector's growth has had some negative impacts on other sectors of
the economy. In particular, tourism along with construction has
driven up wage rates and created a wage disparity between sectors.
This has affected labour availability to other sectors, as well as
created pressures on the economic viability of affected
enterprises. The rapid growth in tourism has also impacted land
prices and the environment. An integrated strategy for developing
tourism and other sectors should be pursued to minimise the
existing wage disparity between sectors and the negative impacts of
tourism on the environment. This strategy should include
attracting specific firms which can attract highly skilled labour,
improving labour skills and continually upgrading technology in
sectors which compete with tourism for labour resources and a land
use policy which contributes to sustainability of the environment.

The development challenge for SKN therefore is to surmount the
potential problems with appropriate strategies so that economic
growth can be sustained in the medium and long term. Efforts
should be also directed to rationalise operations of the sugar
industry, encourage the growth of private investment in potential
growth sectors through public policies and supported by the
provision of suitable public infrastructure, increase domestic
savings and keeping external debt service to manageable levels.

The Government of SKN has recognised the problems and
development challenges for the future. It has attempted to address
these by various strategies outlined in its National Development
Plan (1986-90) and its annual plan for the economy (as indicated by
its budgetary proposals). The principal elements of these
strategies include the following:

2, Implementation of the CET and Rules of Origin in CARICOM
should resolve some of these problems.
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(a) The free-market competitive system is to be the basis of
the economic structure of the country. While the
Government's contribution to the national economy has
been substantial, it seeks to minimise its role, keeping
it to being a catalyst for economic development.

(b) Economic diversification is the central focus of the
government's policies and strategies. The government's
role in the process will be facilitatory and regulatory.

(c) The economic strategy seeks to provide a more
structurally balanced economic base which will be
dependent on such sectors as agriculture, tourism,
manufacturing and construction. Of these, the first
three will be the major thrust of the development
programme and the principal sources of foreign exchange
earnings.

(d) The government seeks to enhance mobilisation of both
domestic and foreign capital simultaneously through
implementation of appropriate policies and programmes.
The public sector investment programme (PSIP) will be the
main instrument for mobilising capital. The interest
rate policy will seek to provide incentives for domestic
savings as well to channel capital into priority areas.

(e) The level of public sector capital spending will be a
critical factor in determining growth in construction and
distribution.

(f) The strategy also seeks to minimise the rate of inflation
and the size of the government's deficit while increasing
employment opportunities, the rate of domestic savings
and investment.

(g) Fiscal and budgetary policies will be used to improve
public sector accounts, enhance revenue collection,
rationalise expenditures and provide incentives to the
productive sectors of the economy.

1.4 Agricultural Development Strategy

As indicated before, the agricultural sector has performed
poorly over the last decade. Sugar production, which is the main
activity in the sector has declined over the period and the
financial viability of the industry has been severely reduced. The
industry has been also affected by the buoyancy of tourism and
construction sectors which has attracted labour from the sugar
sector. A strategy to improve the viability and competitiveness of
the industry is critical for its medium and long-term survival.
This strategy should include a rationalisation of the industry's
management structure and operations through joint ventures,
upgrading plant and equipment to increase efficiency, seek
alternative uses for sugarcane and achieve financial self-
sufficiency in the medium term.
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Non-sugar agriculture has remained small but its relative
importance in the sector has increased. However, the sector is
affected by a number of constraints including the poor performance
of the sugar industry and its burden on the national treasury, the
existing land tenure and land distribution system, the reduced
viability of small farms, inadequate infrastructure and weak
institutional support including marketing and sectoral planning.

The government has embarked on an agricultural development
strategy (1986-91) to address the constraints of the sector and
reactivate its role in the economy. The main thrust of the
strategy is to effect structural adjustments in the sector through
acceleration of the process of agricultural diversification. The
principal elements of this strategy include:

(a) Pursuit of a programme of agricultural diversification
with major emphasis on food crop production and the
development of fisheries, livestock and forestry.

(b) An improved land-use and land tenure policy to address
problems of insecurity and other constraints to
production will be the basis for development of the
sector.

(c) Increased production and productivity have been targeted
for all areas of agriculture with the aim of achieving
self-sufficiency and increased import substitution for
both crop and livestock products. This is to be achieved
through improved husbandry practices and irrigation and
water-delivery systems.

(d) Improvement of the marketing system and marketing policy
to facilitate production and disposal of agricultural
products. The Central marketing Corporation will be
strengthened, public market facilities will be upgraded
and marketing outlets will be established in outlying
areas. In addition, efforts will be made to provide crop
forecasting, production monitoring and to conduct market
surveys both domestically and in neighbouring countries
to identify market opportunities.

(e) An upgrade of the physical infrastructure, particularly
roads to facilitate transportation of inputs supplies to
farms and farm produce to markets.

(f) An improved incentive scheme to stimulate and encourage
increased crop, 1livestock and fisheries production
through the granting of duty free concessions, provision
of loan facilities and granting concessionary credit
through the Department of Agriculture.
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Strengthen institutional support to the agricultural
sector at the national, regional and international
levels. This includes strengthening the Department of
Agriculture to improve the delivery system of its
services, planning and coordination with other sector-
related and national institutions and increased
involvement of regional and international institutions in
the agricultural development process.
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8ECTION 1I
THE AGRICULTURAL SECTOR
2.1 The Environment
2.1.1 Geographic Location

The islands of St. Kitts and Nevis lie in the Northern part of
the Leeward group of the Lesser Antilles in the Eastern Caribbean.
They became an independent state in association with Britain in
1967 and achieved full political independence in 1983. St. Kitts
and Nevis are separated by a Strait, known as the Narrows, a
channel of about 2 miles in width.

2.1.2 Physiography

St. Kitts and Nevis with a total area of about 269 km2 are
entirely of volcanic origin with no known mineral deposits. The
topography is characterised by a central mountain range surrounded
by undulating plains ending in limited coastal flatlands. The
fertility makes them suitable for sugar production and agriculture.
However, water is not available in needed amounts all year and this
is a constraint to intensive non-sugar crop production.

The soils are volcanic and susceptible to erosion. The major
soil types are protosols and lactosols; the former is composed of
beach sand and volcanic ash and have rapid drainage, are moderately
fertile and predominant on sugar estates. The latter are mature
soils of clay formation and are used for food crops, pasture and
fruits. Unlike most areas, the sugar estates are rock free and the
topography permits field size conducive to mechanisation. Although
the soils are well drained and fairly fertile, fertilizers are
required in areas that have been under production for many years.

Most of the land is subject to soil loss. Many fields have
moderate to steep slopes and are exposed to heavy rains (114 to 127
cm) in the major crop growing areas. Erosion is contained fairly
well on sugarcane lands because the crop is contoured and provides
good protective cover. Gullying is causing some damage to both
islands and farmers frequently plant crops on such land.

2.1.2.1 8t. Kitts

St. Kitts (17 N, 62 W), the larger of the two islands, has a
total length of 23 miles and its area is 68 sq. miles (176 km
square). The island is roughly oval in shape with a narrow band of
land extending like a handle from the south-eastern end. The main
part of St. Kitts consists of a rugged mountain range, whose
highest point is 3,792 feet (1156 m). A branch of the range
encloses a spacious and fertile valley on the southeastern seaboard
wherein lies the capital, Basseterre. This valley and the circle
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of land formed by the skirts and lower slopes of the mountains
constitute most of the arable and cultivable land of the island.
The higher slopes are covered with short grass affording good
forage while the upper slopes are covered with natural forests.

St. Kitts is of volcanic formation and most of its beaches are
of black volcanic sand. There are old erosion gullies known as
ghauts in the island which deeply intersect the pediment and
rapidly drain away surface runoff from the mountains to the sea.

2.1.2.2 Nevis

The island of Nevis (17 N and 62 W) is located to the SE of
St. Kitts. Nevis is 35 sq. miles (90 km. square) in area and
ellipsoidal in shape, with a maximum length (north to south) of
about 8 miles and a maximum width of about six and a half miles.
The island is also of volcanic origin and arose from the same sub-
marine bank as St. Kitts. The island is dominated by a central
peak which rises in an almost perfect cone to 3,232 feet (985 m).

The upper slopes of the mountain (above 1,100 feet) are well-
wooded. Whereas the soil of St. Kitts (except in the mountains) is
light and porous, that of Nevis is stiff clay with volcanic
boulders.

The top soil in Nevis has been eroded more or less completely
from much of the shoal area, due to lack of soil conservation
measures after the end of the cultivation of cotton and sugarcane.
Soil erosion and consequent loss of top-soil have been due to
combined effects of the -abandonment of previously intensively
cultivated land (sugar estates), clearing of forest for charcoal
production and cultivation, high run-off from the relatively
impermeable slopes and heavy over grazing.

2.1.3 Climate

The climate of St. Kitts and Nevis is sub-tropical and
maritime with a marked dry season in thé period January to April.
It is usually mild with temperature ranging from 17 degrees celsius
to 33 degrees celsius. The islands lie on the path of the north-
east trade winds and the climate is influenced by a steady cooling
breeze throughout the year. The prevailing winds are mainly
easterly with velocities of 18 to 25 km per hour. Stronger winds
may occur in the "hurricane" season July to September. The central
core of volcanic mountain peaks also influences the climate and the
soils of the Islands.

There are two rainy seasons in St. Kitts and Nevis. During the
months of April to June, the average rainfall is about 9.9 cm per
month and in the period August to October the mean monthly rainfall
is about 12.7cm per month.
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Rainfall increases proportionally with altitude and the annual
rainfall, the intensity of storms and the length of the dry season
are variable. Owing to the almost continuous cloud cover on the
mountains, evaporation is low and the relative humidity is 100
percent, practically every night during the rainy season from
August to November.

Precipitation is highly variable from year to year with an
annual average of 137 cm. Annual rainfall increases with height
above sea level. Along the coastal areas below elevations of 250
feet (75 m), the annual average rainfall is 130 cm. This increases
with elevation and at places 600 meters above sea level the
rainfall reaches 203 cm per year; above 600 meters it could be as
high as 305 cm per annum.

In Nevis, average relative humidity varies from 70% in March
to about 78% in September to November and down to 50% in the dry
season. Average rainfall is about 125 cm with a wide annual range.

2.2 Resource Base
2.2.1 Population and Labour Force

SKN has a population of around 47,500 (mid-1989), of which
38,000 are in St. Kitts and 9,500 in Nevis. The population of St.
Kitts is scattered in 43 villages comprising nine parishes of the
island. It is estimated that more than 25% of the population is
concentrated in and around the urban and sub-urban areas of the
island's capital, Basseterre. An estimated 55% of the population
of Nevis lives in the capital, Charlestown and its suburbs.

Compared to most Caribbean countries, population growth in SKN
has been slow during the last two decades, averaging less than 1.0%
per annum with negative growth rates being recorded in some years.
For example, both SKN and St. Lucia had roughly the same population
in 1891: by 1980, St. Lucia's population had almost tripled while
that of SKN experienced a slight decline. Although the birth rate
is fairly high, growth has been mainly affected by mortality rates
and out-migration which have been exceptionally high (estimated at
27 deaths per thousand live births and 30 per 1000 respectively) in
the last two decades'. These two factors have contributed to a
decline in mainly the 0-14 and 35-59 age groups respectively. Out-
migration has been influenced by both "pull"‘and "push" factors
such as economic opportunities abroad, high fertility levels and
poor economic prospects at home.

With the exception of information on the sugar industry, data
on the labour force in general and specifically on the agricultural

1, The country is one of the few in the world to have a
constant population in the last 100 years.
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sector is not easily available. However, recent estimates suggest
that the agricultural sector employs between 25% and 30% of the
labour force, with the sugar industry being the single largest
employer of labour, both in the agricultural sector as well as in
the country. High rates of migration, particularly of the 35-50
years age group has been responsible for the relatively low rate of
natural increase in the labour force, estimated at about 0.75% per
annum in recent years.

Table 2.1
Farm Employment in 8t. Kitts and Nevis

. B 1986 1975 1961

Total Number of Persons

Employed on Agricultural
Holdings 9,868 16,433 19,381
Males 6,124 9,531 e
Females 3,744 6,902 cee
Hired Labour 3,294 4,491 7,472
Males 2,346 3,152 4,842
Females 948 1,339 2,630

Sources: Agricultural Census of 1986, 1975 and 1961

Data available from the agricultural censuses of 1961, 1975
and 1986 indicate that total farm employment has declined by more
than 50% in the last 30 years (see table 2.1). Furthermore, the
decline in females employed has been more rapid than the overall
reduction of labour in the sector. The reduction in the
agricultural labour force is largely attributed to the decline of
employment in the sugar industry and rapid expansion of the
construction and tourist sectors. It is estimated that total
employment in the industry (field and factory operations) declined
by more than 50% alone from 1980 to 1989.

2.2.2 Land Area

Data on land use in SKN (except for sugarcane cultivation) is
not very reliable; much of what is available is largely based on
estimates provided by the agricultural census. The World Bank
indicates that total farm land in 1971 was 24,515 hectares. The
last agricultural census of 1986 shows that about 21,000 hectares
of land is under agriculture including crop production, pasture,
grassland, woodland and forests and other land. This represents
very little change over the 1975 census data and a 15% increase
since the previous census of 1961.
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Table 2.2 compares land utilisation in SKN in 1975 and 1986.
While there has been little change in the area under permanent
crops, a significant reduction in land under temporary crops and
forests and woodland has occurred, mainly as a result of the
expansion of the tourist sector and expansion in urban and sub-
urban areas.

Table 2.2
Land Use in 8t. Kitts and Nevis, 1986 & 1975%*

1986 1975

. Hectares 3 Hectares 3
Permanent Crops 1,004 11.3 983 8.1
Temporary Crops 4,105 46.3 6,046 49.8
Fallow 698 7.9 472 3.9
Pasture 1,623 18.3 1,066 8.8
Forests & Woodland 964 10.9
Other land 474 5.3 650 5.3
Total Farm Land 8,868 100.0 12,146 100.0

* Excludes grassland.
Source: Agricultural Census of 1986 and 1975.

2.2.3 Arable Land/Land Capability

Based on a land use survey in 1966 (table 2.3), Lang and
Caroll classified land according to suitability for agriculture.
They concluded that about 26 percent was high quality agricultural
land and 45 percent was fair. A small proportion of good land can
be found in Nevis due to its topography and rocky conditions.
However, a more recent reclassification may reveal less good land
for agriculture due to loss of land for housing, roads and other
development.

Table 2.3
Land Classification of 8t. Kitts and Nevis, 1966

Classification St. Kitts % Nevis %
Good Agricultural Soil 5,844 35.12 858 9.31
Fair Agricultural Soil 5,700 34.25 6000 65.10
Land suitable only for Forest 2,800 16.83 1120 12.15
Settlements and Sub-divisions 1,040 6.25 400 4.34
Poor Land 1,256 7.55 838 9.09
TOTAL 16,640 100.00 9216 100.00

Sources: (1) Department of Agriculture, St. Kitts
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2.2.4 Roadways and Water Resources

The road system of SKN basically consists of a single, paved
road girding each island, with dirt, gravel and a few feeder roads
radiating out of it. 1In St. Kitts there are about 12 miles of
streets in Basseterre and a further 70 miles of roads in and around
the island while in Nevis, there are about 68 miles of road. The
unpaved roads, particularly feeder roads are a serious constraint
to the movement of people and products in and out of the
agricultural areas. Some of these are poorly designed and subject
to erosion.

Agriculture in both islands, particularly intensive crop
production . is highly dependent on irrigated water. However,
irrigation facilities are not adequate to meet the demands of
agriculture as well as to satisfy non-agricultural uses.

2.3 8tructural Characteristics

Sugar has historically been the backbone of the economy. It
was cultivated in both islands, but was abandoned in the early
1960's. A process of economic diversification started in the mid-
1970's and has been taking place since then although the economy is
still highly dependent on sugar. This diversification has taken
place through the expansion of non-sugar agriculture ( mainly
cotton, vegetables, and livestock), through the establishment of
new assembly-type industries such as electronics, garments, and
electric equipment and through the expansion of tourism.

Several agricultural enterprises occur in both islands ranging
from permanent crops and annual crops to livestock and potential
forestry. Permanent crops include pawpaw, coconut, breadfruit,
guava, plantain, mango, citrus, and soursop. Any of these crops
can be found scattered in a plot or concentrated in household
gardens. Only coconuts are grown on a large scale by privately-
owned estates in Nevis.

Most annual crops are grown on a rainfed and irrigated basis.
These include cereals (maize), rootcrops (yam, eddoe, dasheen,
tannia, cassava, sweet potato), other (sugarcane, ginger, cotton,
peanuts and pineapple) and vegetables (pumpkin, string beans,
carrots, tomatoes, okra, onion, etc.). Only sugarcane, peanuts and
cotton (in Nevis) are grown on pure stand basis.

There are some differences in the structure of the sector in
both islands. In St. Kitts, the government-owned estates comprise
more than 60% of total cultivable land; in Nevis, it is less than
10 percent. Because of the government's control of land in St.
Kitts, the existing land tenure pattern is considered a serious
constraint to increased agricultural production. This constraint
does not exist in Nevis.
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2.3.1 Number of Farms and Holdings

The farming sector is dominated by small farmers with most
farms having an area of less than 1 hectare (2.5 acres). The
agricultural census of 1986 estimated that there were 3,429
holdings in SKN, with 65% being St. Kitts and 35% in Nevis. This
reflects a 3% less in the total number of holdings (with land)
recorded by the census of 1975. Estimates from the last census
further show that more than 90% of farms in SKN are less than 2.02
hectares (5 acres), with 81.2% alone having an average size of less
than 1.2 hectare (see table 2.4)2. The number of small farms in
1986 in this category was about the same as that recorded in the
1975 census, but the number of larger holdings (10.2 or more
hectares) have been reduced significantly. This is particularly so
in Nevis where larger government-controlled holdings have been
redistributed in smaller plots to farmers.

Table 2.4
Number of Farms by S8ize Groups (1986)

Number of Farms#*

Less than 1.2 hectare 762 492 1,254 81.2
1.2 - 2.02 104 74 178 11.5
2.03 - 3.01 " 29 33 62 4.0
3.02 - 4.01 " - 1 11 12 0.8
4.02 - 10.1 " 6 10 16 1.0
10.2 and more 9 13 22 1.4

Total 9211 633 1,544 100.0

Does not include landless holdings and "large" farms.
Source: Agricultural Census, 1986.

2.3.2 Land Tenure

Most of the agricultural activity, particularly in St. Kitts
is undertaken on government-owned lands which are sugar estates
acquired during the 1972-75 period. St. Kitts has a highly skewed
land ownership with 23 properties or 1.0% of the island's
agricultural holdings and comprising more than 75% of total land
under government control (see table 2.5). About 95% of the total

2, Large farms are differentiated from total holdings in the
census because of certain criteria. A farm is considered
"large" if at least 0.2 hectare (0.5 acre) is cultivated
by cash crops or with more than 50 fruit bearing trees.
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holdings are operated by individuals, mainly small farmers while 3%
are operated through a partnership. Small farms with less than 2.0
hectares (5 acres) comprise 75% of the total holdings in St. Kitts
but control only about 6% of the land.

Table 2.5
All Holdings by Parish and Type of Organisation (%)

Private
Total  --cccccccccccocinccictenticcotcoitccooticoncnees Not
1sland Holdings Individual Partnership Corporstion Government Stated
St. Kitts 2,218 9.4 3.2 0.0 1.0 1.4
Nevis - 1.1 97.0 0.9 0.3 0.3 1.4
Total 3,429 95.3 2.4 0.1 1.4

Source: Agricultural Census of 1986

Land ownership is 1less concentrated in Nevis with the
government controlling less than 10% of total land. The government
started acquiring estates since 1933 and the last was taken over in
1968. Since then, some of these have been redistributed through
leasing and sale to smaller farmers in 3-acre plots. However, most
of the large estates are still government-owned or controlled.

The pattern of land tenure in SKN is characteristic of small
farm agriculture where there is a combination of plots that are
owned, leased or rented. Furthermore, the land distribution
situation indicates that .there are differences in the types of
agriculture found on the two islands. Data from the 1986
agricultural census shows that 53% of total agricultural holdings
(82% of the total area) are owned, 27% (8% of area) are rented or
leased, 17% (3% of area) are operated under no specific tenurial
arrangement and 2% are under other forms of tenure (see figure
2.1). The data also shows that of the total holdings that are
rented or leased, about 90% involves direct cash payment for
renting or leasing. There is also evidence that a relatively
larger number of farmers in Nevis opt for payment in kind compared
to farmers in St. Kitts. Furthermore, the land tenure situation
seems to have changed very little since the previous agricultural
census of 1975, except that a small number of holdings are
categorised as "being landless" in 1986.

As indicated above, the land tenure situation between the two
islands is contrasting. In St. Kitts, only 36% of the island's
holdings are freehold compared with 65% in Nevis. It is common for
small farmers, particularly in Nevis to possess a small plot of an
hectare or so as freehold, then lease a few additional hectares
from government for farming and graze cattle on communal pasture or
on government land and estates.
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In both islands, farmers often request leases for land from
the government. However, a central registration of leases of
government lands appears to have been abandoned several years ago
and information available on the lease of such lands is very
insufficient.

The current land tenure system and land use policy are serious
constraints to agricultural development in SKN. Almost all the
agricultural land in St. Kitts is owned by the government and there
is an absence of an adequate institutional arrangement for granting
leases to farmers. A major inadequacy is that the current system
does not give farmers formal land rights and this constrains them
to access credit and it is not conducive to make continuous
improvements in land quality and/or land management. On the other
hand, government-owned land in Nevis is being redistributed through
long-term leases and sales to farmers and there are signs of
greater interest in farming. It is therefore critical that the
land tenure problem be solved in St. Kitts in order to proceed with
the diversification effort.

SKN also lacks a comprehensive land use policy. The growth in
tourism and construction has not only diverted lands away from
farming but has also impacted on land prices and the environment.

SKN has become increasingly dependent on tourism and any future
growth of this sector should be incorporated into a planned
strategy for the medium and long term development of the country's
land resources. The susceptibility of land to erosion and the need
to preserve sustainability of the environment are additional
factors for a more comprehensive land use policy.

2.3.3 Degree of Fragmentation of Holdings

Table 2.6 shows the degree of fragmentation of agricultural
holdings in SKN. The data indicates that there is more
fragmentation of holdings in Nevis compared to St. Kitts. About
32% of the land holders in Nevis farm 2 to 3 plots compared with
only 8% in St. Kitts. The higher degree of fragmentation in Nevis
is partly due to the shortage of good agricultural land in a
particular location and the relatively higher concentration of land
in larger farms in St. Kitts.
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Table 2.6
All Agricultural Holdings
by 8ize and Number of Parcels

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

) Number of Holdings Consisting of
Total Total 2to3 4 toS 6to8

Size of holding Holders | Parcels | 1 Parcel; Parcels | Parcels ; Parcels

Under 1.2 hectares 2040 1048 811 109 1 0
1.2 ha & 2.02 ha 108 172 61 43 3 1
2.02 ha & under 3.04 he 33 7 8 23 0 2
3.04 ha & under 4.1 hs 3 S 1 2 0 0
4.1 ha & under 10.1 ha é 13 3 2 1 0
10.1 ha & Over 28 39 21 7 0 0
Total: St. Kitts ! 2218} 1349} 905} 186} 5} 3
Under 1.2 hectares 1024 1390 677 294 16 0
1.2 ha & under 2.02 he 101 238 27 S5 17 2
2.02 ha & under 3.04 ha 37 91 1" 17 7 2
3.04 ha & under 4.1 ha 12 48 0 5 4 3
4.1 ha & under 10.1 ha 13 30 é 5 0 2
10.1 ha & Over 24 49 12 9 2 1
Total: Nevis | 1211} 1846} 733} 385} 46} 10

Note : Because some holdings were "landless®, the number of parcels is smaller than the number of
holdings.
Source: Agricultural Census of 1986

2.3.4 Age Distribution of Farmers

Table 2.7 shows the percentage distribution of farmers by age
group for SKN in 1986 and 1975. Like most eastern Caribbean
countries, the average age of farmers in SKN is more than 45 years;
about 63% of total farmers are above 45 years of age. This is
partly because small-scale farming is seen as a post-retirement
activity, and partly because many small farmers are either present
or former employees of the sugar industry who have been granted the
use of land after many years of satisfactory service. It is
estimated that one-half of the "large farmers" in St. Kitts are
more than 55 years of age.

Despite the relatively larger proportion of younger farmers in
1986 (compared to 1975), the age of farmers reflects the failure of
non-sugar agriculture to attract young people to farming. It is
partly indicative of the use of labor intensive methods in current
farming practices and the low returns to agriculture vis-a-vis
other occupations.
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Table 2.7
Proportion of Farm Operators by Age Groups,
1986 and 1975 (%)

Age Group 1986 1975
< 25 years 4.7
25 - 34 15.6 12.4%*
35 - 44 14.7 10.9
45 - 44 15.5 23.4
55 - 64 18.9 26.6
65 years & over 28.9 26.6

* _Data for 1975 represent all operators less than
35 years of age.

Source: Agricultural Census of 1986 and 1975
2.4 Institutional S8tructure
2.4.1 General Administration

The administration of the agricultural sector in SKN is unique
because the country is a federation of two islands, each having its
own administration. The agricultural sector in St. Kitts is
administered by the Department of Agriculture (DOA), which is under
the responsibility of one (of two) Permanent Secretary in the
Ministry of Agriculture, Lands, Housing and Developnent.
Similarly, in Nevis, there is a Department of Agriculture in the
Ministry of Agriculture, Lands, Housing, Labour and Tourism.
Regular coordination takes place between the two administrations,
mainly at the Director's levell.

There are several national, regional and international
institutions actively involved in efforts to foster and develop the
agricultural sector in St Kitts and Nevis. While some of these
institutions have been relatively effective in carrying out their
mandates, the absence of an inter-institutional framework to
coordinate their diverse activities has led to some measure of
duplication of efforts and inefficiencies in the use of scarce
resources. Among the local institutions are: the National Assembly,
Ministries and their Department of Agriculture and other Ministries
including Communications, Works and Public Utilities; Trade:
Industry and Legal Affairs; Education, Health and Community
Affairs; St Kitts Sugar Manufacturing Corporation (SSMC): Credit
and Marketing Institutions. Among the Regional International
Institutions are CARDI and CARDATS in the area of research and the

3. There is wusually a meeting between the Minister of
Agriculture, Permanent Secretary and Director of
Agriculture of St. Kitts with their counterparts from
Nevis once per year.
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CDB, FAO/UNDP, CIDA, BDD, OAS, USAID, EEC and IICA with respect of
technical cooperation and development programme activities.

2.4.2 National Administrative Structure
The Federation of St Kitts/Nevis is governed under the system
of Parliamentary democracy with a non-executive Governor General as

Head of State, ably assisted by a Deputy Governor General based in
Nevis.

Executive power is exercised by a Prime Minister and a Cabinet
of Ministers responsible for specific functional areas of
Government namely:

1) Flnance, Foreign Affairs and Home Affairs - the Prime
Minister

2) Labour and Tourism held by the Deputy Prime Minister
3) Agriculture, Lands, Housing and Development

5) Education, Youth and Community Affairs, Communications,
Works and Public Utilities

6) Trade and Industry
7) Legal Affairs - Attorney General
‘8) Health and Women's affairs
The ministerial structure is shown in Figure 2.2

The constitution of the Federation of St Kitts and Nevis
provides for a National Assembly and a Nevis Island Assembly. The
administration of Government activity in the two states is carried
out by separate civil service structures based in _Basseterre, St
Kitts and in Charlestown, Nevis.

The Nevis Administration is structured into three ministries:
(see Figure 2.3)

1) The Ministry of Finance, Education, Health and Home
Affairs (portfolio of the Premier)

2) Ministry of Agriculture, Lands, Housing, Labour and
Tourism

3) Ministry of Communications, Works, Public Utilities and
Transport
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FIGURE 2.2

GOVERNMENT OF ST. KITTS-NEVIS
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PRIME MINISTER
Finance, Home Affairs &
Foreign Affairs

Deputy Prime Minister
Labour & Tourism

Minister of Agriculture,
Lands, Housing &
Development

Minister of Education
Youth & Community
Affairs, Coomunica-
tions Works and Public

Minister of Communication
Works, Transport &
Public Utilities

Utilities

Minister of Trade
& Industry

Minister of Legal
Affairs
Attorney General

FIGURE 2.3
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The functional areas for which the Nevis Island Assembly has
power to make laws set out in Schedule 5, Section 117 (1) of the
1983 Independence Constitution. Among these areas are agriculture
and infrastructure. There is close co-ordination between the
Basseterre based and the Charlestown based administration on all
matters of mutual interest. All contracts between foreign
Governments or funding agencies and Government entities are handled
through the appropriate Federal Ministry in Basseterre. Informal
modifications of this procedure in respect of Nevis based projects
have however been occasionally implemented on a case by case basis.

2.4.3 Analysis of Agricultural Institutions - 8t Kitts

2.4.3.1 Public S8ector Institutions

The Qegér;men; of Agriculture (DOA)

The DOA is the lead institution for agricultural development
in St. Kitts. It is headed by a Director of Agriculture and it
provides support services and coordinate activities in the
sector through its seven technical divisions (see Figure 2.4).
These include the Livestock, Research, Extension, Engineering,
Forestry, Cooperative and Fisheries Divisions. Because of the
lack of capital, most of the Department's programmes are
supported by regional and international agencies such as
CARDI, CDB, World Bank, UNDP and OAS.

There is no formal mechanism or institutional responsibility
to plan for the agricultural sector, either within the narrow
confines of the Ministry of Agriculture or the Planning Unit
of the super Ministry of Agriculture, Lands, Housing and
Development. This results mainly from the small size of the
DOA and its relationship with the Planning Unit of the
Ministry. Each Division has a work plan and each is required
to contribute to formulation of the development plan.
Submissions are made to the Director of Agriculture and then
to the Permanent Secretary. The process is similar for
formulation of the Department's annual budget.

There are several constraints to effective agricultural
planning in St. Kitts, most of these being institutional.
Although the Planning Unit has responsibilities for planning
in all areas covered by the super Ministry (including the
agricultural sector), it does not satisfy the planning needs
of the sector, i.e., the Unit is not actively engaged in
agricultural planning. Given the importance of agriculture
and the strategy to increase its role in the economy, a formal
mechanism to plan for the sector is needed. The absence of an
institutional planning mechanism also contributes to the
existence of other constraints including weak budgeting
practices and very little programme and project monitoring and
evaluation. Furthermore, there is lack of an organised
information system to support sectoral planning and programme
development in the DOA.
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As in most other DOAs in the Organization of Eastern Caribbean
States, the number of professional staff in all Divisions is
extremely small. For meaningful technology-led research
(Nickel, 1988) the number of qualified personnel is even more
exiguous.

The Crop Research Division CRD) is headed by a Crop Research
Officer with a Master of Science (MSc) degree in Agronomy. He
supervises two full-time Agricultural Assistants, each holding
a Diploma in Agriculture (Dip). A part-time graduate, with a
Bachelor of Science (BSc) degree complements the CRD
professional team.

The Veterinary Services and Livestock Division is headed by a
Veterinarian and depends on a sole professional, the Livestock
Officer (with a MSc degree in Animal Science) to develop
modern technology for livestock production. The remaining
staff (one Animal Health Officer and four Assistants) look
after animal health services to livestock farmers.

The Extension Division is headed by a Chief Extension Officer
with a BSc degree in Agriculture, assisted by five
undergraduate (Dip) Extension Officers. It transfers crop and
livestock production technologies to farmers in the state's
six Extension Districts.

The Co-operative Division is responsible for the supervision
and monitoring of co-operatives. As of December 1990 there
were 26 active co-operatives registered in St. Kitts and 12
dormant ones credit unions (3), handicraft (2), rabbit
production (1), meat production (1), fishing (1), consumer
(2), building (1), savings (1)]. This large number of dormant
co-ops is an indication of the ease with which co-ops can be
registered.

The Co-operative Division had one Co-op Officer up until
February 1991. Presently there are two but the Head of the
Division will soon be leaving for a six month training course
in Nova Scotia, Canada. Both the Head and the Co-op Officer
carry out the same functions. Their primary responsibilities
are to promote, regulate, monitor and assist co-operatives in
their efforts to achieve their goals and objectives.

The primary problems of this Division are:

- very limited man-power to carry out
responsibilities in dealing with the 26 co-ops in
St. Kitts;

- uncertainty of transportation which must be shared
with other Divisions;

- very limited promotional and training materials,
e.g. literature, videos, projectors;
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- limited technical skills in project identification
and formulation;

The Fisheries Division is a one-man operation. This limited
staff is a constraint for the timely and adequate collection
of data and proper monitoring of the eight landing sites.
Extension activities include: education of fishermen in
conservation measures of sea life; maintenance of outboard
motors and fishing gear; safety on the sea; fishing
techniques; first aid; recording of fishing activities;
updating the listing of registered boats and identification of
fish species. Project activities have included such things as:
the modernization and expansion of the fish market at
Charlestown; establishment of a fisheries data base system

(OECS) ; trial production of Tilapia nilotica (OAS): monitorina
of Rasta,l ANges NESCO ang a =X- o]o]e Ve 9)7
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In 1989 Nevis exported 12,036 1lbs of fish and

7,803 1lbs of lobster to the following islands: St. Croix (94%

of the fish and 60% of the lobster), Montserrat (1% of the

fish, 26% of the lobster), Guadeloupe (1% of the fish, 13% of
the lobster), Tortola, St. Thomas and St. Eustatius.

The primary problems of this Division are:

- too small size of staff to adequately provide the
necessary facilitating service;

- limited budget for training purposes;

- limited skills 1in project identification and
formulation;

To facilitate the adoption of technologies, the DOA provides
the following general support services to farmers through the
Divisions:

1) Extension (planting materials and other inputs,
infrastructures)

2) Veterinary Services/Livestock (medicines)

3) Agricultural Engineering (equipment for 1land
preparation and irrigation)

4) Forestry (zoning)
5) Fisheries (materials, equipment)
6) Cooperatives (registration)
Considering the diversity of technological needs for

agricultural diversification and subtracting professional time
spent on administrative or otherwise non-technical duties, the
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human resource base for technology development and transfer in
the DOA is clearly overstretched. To compound this constraint,
precious work time is diverted by the professional staff to
ad-hoc non-programmed training, meetings and other non-
essential activities. Deepening or spreading dissatisfaction
was also expressed by key DOA professional staff, especially
at the middle management level, about their work environment.

Yet the DOA has contributed significantly to technological
modernization of agriculture in St Kitts. It annual reports
since 1986 were not available for this Assessment Mission but
the observed results of its TDT activities in vegetable
(especially white potato) production have been highly
successful. Performance in 1livestock development 1is less
impressive, due in great measure to the widespread incidence
of the tick-borne disease dermatophiliasis that decimated the
livestock population during the 1980's.

The st. Kitts Sugar Manufacturing Corporation

The SSMC primarily develops and transfers technologies to
support its own sugar cane production and diversification
ventures. It has however shown less than enthusiastic interest
about getting into non-sugar based agriculture (Nurse et al,
1989) . But considering that it controls most of the arable
land in St Kitts, agricultural diversification as targeted in
the MOA's stated policy (Nat. Dev. Plan St Kitts/Nevis, 1986~
1990) cannot proceed effectively without its direct or
indirect support.

The SSMC conducts TDT through its Agronomy and Research
Department (ARD). It also runs Jjointly with CARDI, the
Integrated Pest Control Unit (IPCU), within the purview of
ARD.

The Manager of IPCU has a Doctor of Philosophy (PhD) degree in
Agronomy and is assisted by nine undergraduate professionals
(mostly at the Dip level). CARDI assigns to IPCU one graduate
(BSc degree) professional in Entomology, but she is due to
leave SSMC soon. No replacement was identified to the Mission.

The ARD's performance has been positive on technical
modernization of sugar cane development, although several
external conditioning factors (such as 1low rainfall and
equipment breakdown) have negatively impacted on cane and
sugar yields lately. Performance in non-sugar commodities
(peanuts yam, cabbage, white potato, sweet potato, pineapple,
mango, citrus, coffee and others) has been less satisfactory,
apparently due to insufficient support from SSMC's management.
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The Trading and Development Corporation

The TDC sells agricultural inputs including agro-chemicals,
equipment and small tools. Thereby it facilitates and
influences the adoption of technologies by farmers. It has
maintained functional and operational, albeit informal,
linkages with the DOA's technology development and transfer
units.

The Central Marketing Corporation (CEMACO)

CEMACO dates from the 1973 Central Marketing Corporation Act.
It is based in Basseterre, St. Kitts and does not maintain any
staff or facilities in Nevis. A small (10 x 10 x 8 ft) cool
room build in downtown Charlestown is used only periodically
by the DOA Extension/CARDATS marketing programme.

CEMACO is managed by a General Manager who is directly
responsible to a Board of Directors appointed by the Minister
of Agriculture. The General Manager oversees a staff of
almost 40 persons including 6 at the supervisory level who
have responsibilities for areas of Accounts, Depot, Wholesale,
Retail, Despatch and Farm Coordination, respectively.

The ACT creating CEMACO gives it a broad range of marketing
functions similar of other marketing boards in the region. 1In
effect it is responsible for almost anything related to
marketing, i.e.

- to stimulate, facilitate and improve the
production, marketing and processing of
agricultural produce:;

- to develop/secure favourable arrangements for the
purchase, handling, distribution, transport,
shipping, marketing and sale of agricultural
produce;

- to make recommendations on matters related to the
production and marketing of produce:;

- to collect, analyse and disseminate statistical
data on agricultural and livestock production and
marketing;

- to assist and advise producers and agricultural and
fishing co-operatives 1in the selection and
marketing of their produce;

- to provide training in harvest and postharvest
handling;
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- to supply producers with farm inputs;

- subject to the approval of the Minister of
Agriculture, it has regulatory powers such as:

. licensing/registering of producers/
wholesalers:

. prescribing standards and controlling exports;

. issuing licenses to export produce, and

. regulating imports of produce.

The ACT stresses the execution of the above functions in
benefit to the producer. 1In practice, it is generally agreed
by farmers, intermediaries and professionals alike, and
supported in the literature, that CEMACO is having 1little
impact in most of the areas mentioned above. It is commonly
heard and seen in the literature that the main functions of
CEMACO are related to import, wholesale and direct retailing
operations. In its own words "selling of grocery items rather
than marketing of locally-grown agricultural produce brought
profitability to the Organization" (page 7, Annex 8A, Volume
3, St. Kitts and Nevis Agricultural Diversification Study).
To its benefit, and unlike many marketing corporations in the
region, CEMACO does cover its expenses and turns a profit due
to its import/retailing operations.

In 1990, CEMACO made overseas purchases totaling $4.6 million,
distributed as follows: poultry chilled ($2,011,444), dry
goods ($1,899,656), fruits & vegetables ($356,217), 1liquor
($163,766), white potatoes ($102,256), and agricultural inputs
($53,972). Of the category fruits & vegetables, cabbage
represented 18%, carrots 16%, apples 16%, tomatoes 11%, bell
peppers 7%, celery 5%, lettuce, broccoli and cauliflower 8%,
grapes 3%, oranges 2% and others 15%. Of the category
agricultural inputs, 65% were seeds and 35% tools and
equipment.

In respect to domestic purchases of fresh produce, CEMACO
seems to have reached its peak in 1982 when it purchased
457,482 1lbs of 36 different items. The major items were
peanuts (56%), sweet potatoes (16%) and cucumber (6%). The
remaining 22% was distributed among 33 different products. As
a result of high product and financial losses, CEMACO began to
scale down its purchases of fresh produce and presently buys
primarily to supply its two retail outlets. Since 1982
annual purchases of local produce has been on the decline,
reaching as low as approximately 150,000 lbs (35 items) in
1990. Since 1985 the value of CEMACO's purchases of local
produce has ranged from 3-8% of the value of annual turnover.






41
The primary problems of CEMACO are:

- CEMACO is mandated to carry out a series of
functions for which it does not have the necessary
staff and infrastructure; these functions were
defined based on felt needs 18 years ago and are
not necessarily the same as the felt needs of
today:

- CEMACO is perceived as not responding to the needs
of the farmer and therefore not fulfilling its
responsibilities;

- there is no clearly defined national agricultural
marketing policy which can serve to guide CEMACO in
its development activities:;

- present staff 1is 1inadequate to provide the
necessary facilitating services in assembly and
export;

- human and financial resources are very limited for
information gathering and dissemination, and
training in such areas as postharvest handling:;

- management has limited skills in project
identification and formulation:

Agricultural credit Institutions

Credit to the agricultural sector is made by commercial banks
and the government-owned Development Bank of St. Kitts and
Nevis (DBSKN). Credit is also provided by a non-government
organisation, the Foundation for National Development (FND),
Agricultural Cooperatives (mainly in Nevis) and a Cooperative
Credit Union. The FND provides financial as well as technical
assistance services to mainly small farmers who are unable to
access institutional credit because of lack of collateral.

The DBSKN and FND lend to other activities in the economy but
they are the primary sources for agricultural credit. Both
institutions maintain branch offices in Nevis. The principal
sources of finance for the DBSKN has been lines of credit from
external agencies such as the European Investment Bank and the
Caribbean Development Bank (CDB), with most coming from CDB.
The DBSKN has also borrowed money from the government and the
Social Security Scheme. With respect to the FND, funding has
been provided by various donors including the cCanadian
International Development Agency (CIDA), the US Agency for
International Development (USAID), the European Community
(EEC), Foundation for International Training (FIT). The FND
also obtains financial support from incomes derived from its
services and contracted activities and from local donations.
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The 1lending policies of the DBSKN and FND are somewhat
different. The DBSKN borrows from CDB at 4% interest rate and
charges 11% to all borreowers. The collateral requirements of
the Bank include a bill of sale on vehicles and equipment,
land title or a guarantor (two are needed for loans above
$10,000). However, the Bank is constrained in its lending
activities to agriculture because it lacks capable officers
with sufficient training in agriculture to appraise projects
and loan requests from the sector. 1In the case of the FND,
the interest rate charged on all loans is 7.5% and the maximum
loan period is 5 years. The FND also acts as a guarantor for
loans to its clients when they are required to borrow from
commercial banks. The Foundation's collateral requirements
include bill of sale, mortgages, certificate of title as well
as guarantors.

Figure 2.6 shows that total lending to the agricultural sector
has been very small compared to total bank credit teo all
sectors of the economy. In general, credit to agriculture as
a proportion of total commercial bank credit has been less
than 1.0% between 1981 and 1986 and has marginally increased
in recent years. Even the loan portfolio of the DBSKN which
is the main source of medium and long term lending to the
sector has been small, amounting to less than 8% in any one
year since it started operations in 1981. A large proportion
of the Bank's 1loans has been channeled into housing
development and to finance the expansion of industry and
tourism. Within agriculture, fishing has been the main
recipient for the Bank's funds but food crops, mainly
vegetable production have become important in the last few
years (see Figure 2.5). Similarly, the FND's loan portfolio
indicates that a small proportion of its loans have been lent
to agriculture. Food crop farmers, particularly those
cultivating white potatoes have been the main recipient of its
loans in the agricultural sector recently.

Sufficient credit funds have been available for agricultural
financing but lending opportunities have been limited. The
constraints affecting agricultural development are the main
factors which have 1limited 1lending opportunities in the
sector. Poor roads and infrastructure and lack of markets for
agricultural products have constrained farm production and
affected the '"credit worthiness" of farmers. Other
interrelated factors include (a) the predominance of part-time
farming which can be financed from other sources; (b) lack of
security of tenure and (c) the age of farmers. Together,
these factors have contributed to a lower opportunity cost for
resource use in agriculture.
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2.4.3.2

There are a few private sector organizations in Sst. Kitts
which directly or indirectly impact upon agricultural development.
These are the following:
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Private Bector Institutions (Identification, Structure,
Function, Constraints)

S L Horsfords & Co Ltd

S L Horsfords & Co Ltd plays a role similar to that of
TDC to facilitate the adoption of technologies by
farmers. Its functional and direct operational linkages
with the DOA seem weaker than TDC's. Nevertheless it has
contributed to technology modernization of the
agricultural sector in St Kitts, through the sale of
inputs and equipment.

St. Kitts Horticultural Society

Chamber of Commerce and Industry is the local agent for
the Small Enterprise Assistance Project. 1In 1990, the
Chamber co-ordinated and funded technical assistance and
training worth over EC$85,000.

Foundation for National Development approved 171 loans
worth EC$1.2 million in 1990. Services, agriculture and
retail sectors dominated the portfolio. An extensive
range of training workshops benefitted over 190 small and
micro-entrepreneurs. The Foundation opened new offices
in Nevis in 1990.

- continues
to identify and support small businesses in the two
islands.

Cooperatives

There are a total of 26 active co-operatives in Sst.
Kitts. Summary information on each co-op or type of co-
op follows.

i) School related Co-operatives

Of the 26 co-operatives in St. Kitts, 18 (total of
2317 students with savings of $186,500) are primary
societies in schools (16 primary and 2 secondary)
and one is a secondary level society (APEX) which
provides school supplies and uniforms (total sales
in 1990 of $128,200) to 18 schools in St. Kitts and
8 schools in Nevis.
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The primary problems of APEX are:
- volume of sales is too low to cover
operational expenses;
- insufficient working capital:;
- no privately owned facilities;
- important items not sold, e.g. textbooks;

- too heavy dependence on DOA.

The remaining 7 co-operatives in St. Kitts are
adult organizations including two credit unions, 3
fishing co-ops, one consumer co-op and one home
industries co-op.

Credit Unions

There are two active credit unions in St. Kitts.
The Police Co-operative Credit Union Limited is a
closed co-op with 452 members. 1In 1989, 479 loans
were granted for a total of $831,600. Total assets
were $757,124 and total shares stood at $700,958.

The St. Kitts Co-operati{e Credit Union Limited had
2,906 members on December 1990 with share capital
of $1.5 million. Number of loans disbursed in 1990
were 490, -amounting to $1.4 million. While loans
outstanding surpass $2.0 million, delinquent loans
were only $43,729. Only one percent of the loans
($20,800) made were for farming. Seven percent
were for other small business. The bulk of the
loans went for housing/furniture/repairs (41%),
vehicles (10%), vacations (12%) and others (29%).

Fishing Co-ops

There are three functioning fishing co-ops in St.
Kitts of which one is dormant. The active co-ops
are Capis Terre Fishermans Co-op (29 members),
Sandy Point Fishermans Coop (23 members) and 01l1d
Roads Fishermans Co-op (17 members).

All threé co-ops are interested in two basic
services, i.e. marketing of their members fish and
retailing of fishing supplies. In achievement of
these goals the three co-ops are at different
stages of development. O0l1ld Roads has no facilities
to provide such services and presently is
concentrating their efforts on development of a
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breakwater to protect their landing site. The
group sells motor oil to members. Capis Terre has
exported lobster to Tortola. They are presently
constructing their headquarters with the help of a
grant from USAID. This multipurpose building is
80% complete and will house a meeting room, retail
outlet, engine repair room and a cold room with a
chest freezer. They have bulk - imported rope for
their members. Sandy Point Co-op has a building
which is used for meetings and retailing fishing
supplies. They have one chest freezer.

The problems affecting the three groups of
fishermen are similar and have to do with:

- indifference of members;

- weak management capabilities and business
management skills;

- heavy dependence on Co-op Division to
keep their records and accounts in order;

- small scale of operations;

- insufficient investment capital for such
things as larger size fishing boats which
would allow them to increase their catch;

- ‘insufficient working capital to expand
their retail operations;

- insufficient storage capacity for their

fish;
- no means of transporting their catch to
market;
consumer Co-op
The St. Kitts Sugar Manufacturing Corporation
Employees Co-op is a consumer co-op. It is

presently in a state of limbo as a result of the
uncertainty of the sugar industry. Although it
still has a stock of supplies, it closed at the end
of 1990 and had not reopened as of April 1991.

Home Industries Co-op

The St. Paul's Cottage Industries Co-op grew out of
the Youth Skills Training Project (OAS, USAID,
Government of St. Kitts/Nevis). It was started in
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1990 by 12 ladies, aged 20 to 40 years who received
training in making home furnishings such as bed
spreads, pillow cases, pot holders, placemats,
cushions, etc. The group has no equipment or
capital and have been using equipment belonging to
the Youth Skills project. The market for output
has been slow and the outlook for this group seems
uncertain.

Problems encountered by this group can be
summarized as:

- limited organizational and management
skills;

- scarcity of resources for investment and
working capital;

- insufficient capacity to identify and
develop market opportunity:;

Farmers organizations

Perhaps as a result of the high level of dependency
of the agricultural sector of St. Kitts on
plantation agriculture and in particular the
cultivation of sugarcane, there has been 1little
activity in the organization of farmers. Over the
years farmers have held several meetings to discuss
the prospect of establishing an organization and at
one point a Farmers Union was formed. For lack of
leadership and organized support all attempts at
farmer organization have been unsuccessful. There
is presently a general feeling among a small group
(10) of commercial farmers that a farmers
organisation would be beneficial to them,
particularly in the area of domestic and export
marketing.

The problems giving rise to the desire of some
farmers to form an organization are the following:

- strong competition from imported fruits
and vegetables;

- restrictions on imported items are often
imposed too late so that glut situation
cannot be avoided;

- inability or uncertainty of getting land
preparation services on a timely basis
from the small farm equipment pool;
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- difficulty in obtaining the best quality
seeds and other farm inputs on a timely

basis;

- no centralized point for assembly,
grading and short-term storage of
produce.

2.4.3.3 Regional, Bilateral and International Institutions

CARDI fqor all practical purposes is the institutional arm of
the DOA for applied Research. And due to the small size of the
professional staff of the DOA's Crop Research Division, CARDI
is also expected by the DOA to play a major role in technology
generation and adaption. Former activities undertaken by the
now phased-out Caribbean Agricultural Rural and Development
Advisory and Training Services (CARDATS) in support of
technology transfer, have been transferred to CARDI.

But CARDI's own professional staff size in St Kitts is small
relative to the assigned responsibility. A 1livestock
Specialist, (with a MSc degree in Animal Science), 1is its
Administrative Representative in the Federation. In St Kitts
he is assisted by one graduate (MSc degree) Agronomist and one
undergraduate (Dip) Technician in Livestock. One graduate
(BSc) degree) Entomologist and one undergraduate (Dip)
Assistant employed by CARDI are assigned to the IPCU. Both the
graduate Agronomist and Entomologist will leave their posts by
the middle of this year.

In spite of such staff constraints, valuable technological
contributions have been made by CARDI to agricultural
development in St. Kitts. They have resulted in significant
progress especially regarding insect and disease control in
vegetable and root crops and improvement of small livestock
(sheep and goat) production management (through CARDATS).

The University of the West Indies

The University of the West Indies (UWI) does not have resident
TDT professional staff in St Kitts. However, through the USAID
funded Agricultural Research and Extension Project (AREP), the
UWI representative based in Antigua and Barbuda provides
technical assistance to the DOA's Extension Division. The
major contribution of AREP, as a follow-up to the former
Caribbean Agricultural Extension Project, also run by UWI and
funded by USAID, has been to induce more effective functional
and operational 1linkages between the research/development
(CRD, CARDI) and transfer (AED) structures in the TDTS.
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The Agricultural Technical Mission of the Republic of China
{Tajwan)

The ROC Mission has been providing technical and financial
assistance to the DOA in technology development for vegetable
production and training of professional staff in crop and
livestock husbandry. Its current professional staff includes
one retired professor in Entomology (with a PhD level degree)
and three Assistants (at the Dip 1level). They presently
concentrate their work mainly on vegetable and fruit tree crop
production.

The ROC has significantly contributed to technological
modernization of vegetable production in the State, as
observed during field visits by this Assessment Mission.

other External Technical or Financial Supporting Entities

The agricultural sector of St. Kitts has benefitted from the
technical or financial assistance provided by a large number
of other external institution or agencies, either directly or
through intermediaries.

The ADCU's USAID-funded Tropical Produce Project (TROPRO) has
facilitated the participation of the DOA's research and
extension staff in regional training activities. Through both
the OECS Vegetable and Yam (Food Crop) Development Projects
Networks, sponsored by ADCU, the French Mission for
Cooperation in the OECS (FMC) and IICA, the sector has
accessed technological information and materials from INRA-AG
and IRAT/CIRAD, especially regarding new tomato varieties and
yam cultivars tolerant to anthracnose.

The OAS has supported agro-forestry development through its
Forestry Development and Resource Management Project. Directly
or through UNDP-funded projects, FAO has technically supported
agricultural development in various areas including nursery
management and production technology for fruit tree crop
development. Financial and technical support from BDD covers
fruit tree crop production and animal health.

Other funding agencies including CIDA, EDF, CDB, IFAD and CTFC
have contributed one way or another to agricultural
development in St Kitts. Just as this Assessment Mission was
about to conclude, UNDP approved for funding an Agricultural
Diversification Project for St Kitts and Nevis, to be
administered by FAO, immediately.
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2.4.4 Analysis of Agricultural Institutions - Nevis

The major institutions or agencies involved in agricultural
development in Nevis are mostly the same as in St Kitts excepting
SSMC, CEMACO, and HCO among the most important.

2.4.4.1 Public Sector Institutions

The Department of Adriculture

Administrative and technical responsibilities for agriculture
in Nevis is under a Department of Agriculture which is headed
by a Director. The Department is one of five ministerial
departments under the Ministry of agriculture, Lands, Housing,
Labour, Tourism and Development.

The Department of Agriculture in Nevis has 17 professionals
distributed between 7 Divisions or sections as follows:

- Administration Division (2) plus Secretary and 2
clerks;

- Extension Division (5):

- Co-operative Division (2) plus VSO volunteer:;
- Livestock Division (5):

- Small Farmers Equipment Pool and Engineering Unit
(1)

- Abattoir (1) and;
- Fisheries Division (1)

The Animal Production Unit is headed by a graduate (BSc
degree) Livestock Officer, assisted by three undergraduate
(Dip) Animal Production Extension Agents who also provide
health services livestock farmers.

The Co-cperative Division has two officers - a Senior Co-op
Officer and a Co-op Officer. They receive support from one
VSO volunteer assigned to the specific area of beekeeping.
They work closely with other Units of the Department and
monitor closely the activities of the Co-op Societies on the
island. The two DOA staff persons have divided their

responsibilities as follows: The Head of the Division
concentrates on adult groups in the areas of promotion,
education, supervision/monitoring and auditing and

bookkeeping. The Co-op Officer concentrates his activities
more with the 12 school co-operatives. He works with teacher
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guides and head teachers in such things as coordination of
school supplies and supervision of savings programme. The two
Officers work closely together, filling in for each other as

the need arises.

The Officers of the Co-operative Division work with both pre-
co-operatives and co-operatives to ensure that the various
societies abide by the provisions stipulated in the Co-
operative Societies Ordnance, as well as the Statutory Rules
and Orders made thereunder. The Officers place emphasis on
auditing the financial records of the diverse groups,
verifying accounts and assisting in the preparation of final

accounts.
The primify problems of this Division are:

- too small staff to adequately service the 21 co-
operatives in Nevis;

- limited budget for training purposes:;

- limited skills in project identification and
formulation, and

- lack of training materials and equipment.

2.4.4.2 Private Sector Institutions

There are a few private sector organizations in Nevis which

directly or indirectly impact upon agricultural development. These
are as follows:

a) The Nevis Horticultural Society exists but is not very
active.

b) The Nevis Historical and Conservation Society.

c) The Anglican Young People's Association is active. It
has Committees of young people in various villages
throughout Nevis which promote diverse development
activities. DOA Extension Officers coordinate some of
their agricultural development activities with these

Committees.
d) Nevis Association for Agricultural Workers in Extension

e) The Foundation for National Development has an office in
Nevis.

£f) Cooperatives
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Co-operative type organisations are relatively abundant in
Nevis. 1In fact, one of every three Nevisians belong to some form
of co-operative society. Sixty-five percent of the total are
members of credit unions. Over 700 young people are members of 12
school co-operatives. There is one artists co-ocp, two co-ops which
deal with handicrafts, one fishing co-op, one co-operative of bee
keepers and four farmers co-operatives or pre-co-ops.

The reason for the relatively large number of persons
belonging to some form of organisation in Nevis may be partially
explained by the fact that Nevis left monoculture over 60 years ago
and has therefore had more time to learn the benefits of working
together towards common goals. More specifically, it is felt that
greater effort has gone into the promotion of co-operatives in
Nevis. Another factor of significance is that a number of Peace
Corps and VSO volunteers have actively promoted and supported
cooperatives in Nevis. Not to be overlooked is the fact that
several regional, international and NGOs have provided technical
and financial assistance to a number of co-ops in Nevis over the
past 15 years.

A brief description of the present situation and problems
proposed actions for each co-operative in Nevis are presented
below:

i) Nevis co-op Credit Union

This co-op was formed in 1972 and by the end of 1990 had 2,265
members with share capital of EC$2.7 million, assets of over
EC$5.0 million and society savings exceeding EC$1.3 million.
Loans outstanding in December 1990 totaled EC$3.6 million.
Some 448 loans, totaling nearly EC$2.0 million were made in
1990. This was down from 543 loans made in 1989, totaling
EC$3.5 million. Of the loans made in 1990, 22% were for land
and housing, 13% for vehicles, 13% for household furnishings,
12% for traveling, 5% for business and the balance for
miscellaneous others. No loans were identified as given for
agricultural purposes although somé may have been classified
as business. Dividends of 5% on shares and 3% on deposits
invested in the society were paid in 1990.

The Credit Union has one location in Nevis, a two story
building in downtown Charlestown. The building was
constructed in 1982, with contribution from CIDA, valued at
EC$190,000.00. The Credit Union has a staff of five persons
including a Manager, Assistant Manager, Field Officer and two
Tellers.

All loans are made at 1% monthly interest on reducing balance.
Loans under $25,000 require 10% in shares or deposits and over
$25,000 require 20% in shares or deposits.
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The Nevis Co-op Credit Union is considered a vibrant and
growing institution.

Principal problems identified by management have to do with:

- insufficiency of funds (savings) to meet the demand
for loans, particularly larger loans for housing;

- strong competition from commercial banks;

- general feeling among members that the Credit Union
is a small institutions with limited capacity to
provide services;

- insufficient capacity to provide services to
members, e.g. checking accounts;

- delinquency on a number of loans, particularly
loans given on character basis before collateral or
second signature was required; many of these
persons have left Nevis and the loans will have to
be written off as bad debts.

ii) School Co-operatives

There are 12 primary, secondary, prep schools distributed
throughout Nevis which participate in the APEX co-operative
programme. Each of these schools has a co-operative with the
same two basic functions. The first is to promote savings as
a common practice and the second is to make school supplies
and uniforms available at lowest possible cost. These co-ops
are considered a learning ground for young people and is an
effective way of promoting the co-operative spirit. Under
teacher supervision, students collect, bank and monitor cash
savings. These co-ops were initiated by a VSO volunteer in
1977 and they continue to provide a useful service to the
school children of Nevis.

Problems impacting this programme include:

- the Co-op Officer acts as the supervisor of this
programme, providing technical assistance,
management and transportation, therefore, it is not
yet self-sustaining;

- the programme does not generate enough funds to
cover its operational costs;

- the volume of school supplies handled is considered
way below potential.
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iii) Nevis Handicraft

This organisation has its commercial retail outlet in
Charlestown on Main Street, Nevis. It started in 1969 and in
1990 had a membership of 116 persons supplying the co-op with
homemade arts and crafts. Small volumes of a large number of
wooden fiber, pottery, food and miscellaneous items are sold,
mainly retail and some wholesale. Some items are purchased
outright but most are sold on consignment. Most items are
made from local materials. Some items are supplied by St.
Kitts and neighbouring islands. Total value of sales has
increased from EC$90,000 in 1987 to over EC$115,000 in 1990.
Approximately 10% of sales are of food items such as guava
jellies, cheese, honey, chutney and wines. As a result of
surpluses on sales of crafts, bonuses of 7% were paid to
members in 1989.

Problems identified by this group include:
- low manager's salary:
- high costs of operation of the Magic Toy Shop:

- inadequate quality control:
- insufficient space for effective display and
storage;

- difficulty in adding new members for lack of space
and resources;

- limited mﬁnagerial capability.

iv) Newcastle Pottery

Located at the northern end of Nevis, this co-op started in
1981 and was registered in 1984. It is a self-sustaining
small business with annual sales in 1990 of approximately
EC$70,000. This business has a woman manager, a male potter
and five women workers. Clay is hauled into the site at
Newcastle where it is washed, partially dried, kneaded by
machine and given form by a potter. The potter was recently
trained in Taiwan and Barbados in glazing and wheel throwing.
Dishes, pots, planters, coal pots and miscellaneous other
items are baked in the traditional manner using coconut husks.
Considerable breakage occurs. Glazed items can be baked in a
small kiln provided by USAID although it is presently
inoperative. Products are sold in Nevis, neighbouring islands
and even as far awvay as the USA. A recent order valued at
US$6,000 is being prepared for Anguilla. Plans are underway
to prepare a small glazed pot for holding glass jars of local
honey for sale to Four Seasons Resort Hotel. Assistance has
been obtained for the purchase of the kiln (USAID), kneading
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machines (USAID & CIDA) and partial repair of roof damage
(USAID) caused by Hurricane Hugo. (1989).

Problems include:

- insufficient capabilities in small business
management;

- inadequate accounting system;
- limited technical capabilities of staff;

- inappropriate firing system to produce high quality
products;

- some unrepaired damage caused by Hurricane Hugo to
the building;

- difficulty in having the electrical wiring of the
kiln repaired;

v) s ' -

Nevis Fishermen operate out of several fishing villages around
the island. Their central facility is located near the wharf,
next to the public market in Charlestown, and includes a walk-
in freezer (14 x 10 x 8 feet), four chest freezers and an ice
making machine. Their principal objective is to increase net
returns to fishermen while obtaining self-sufficiency for
Nevis. This group was registered as a co-operative in 1975.
Membership has grown steadily from 104 persons in 1986 to 191
members in 1990. Value of fish sales has climbed from
EC$2,427.00 in 1986 to EC$124,450.00 in 1990 although volume
of sales in 1990 (28,597 1lbs) was down from 32,580 1lbs in
1987. Value of sales of fishing supplies has gone from
EC$841.00 in 1986 to EC$78,421.00 in 1990.

The Fisheries Complex was completed in 1987 and was funded by
the Canadian Co-operative Association (formerly Co-operative
Union of Canada) with a grant of EC$620,734. Project included
building, equipment and salaries of staff during the first
year.

This group has been given high marks for the professional
manner in which it is run, due to the efforts of a competent
full-time manager. Accounts are well maintained and audited
annually. In addition to the Manager the Complex has a clerk,
paid monthly, and 3-8 temporary processors of fish, paid on
the basis of pound of fish processed. Management feels that
the Complex is near its level of self-sustaining capacity.
Much of the income to cover operating costs, including
salaries, comes from margins on over 100 different fishing
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supplies purchased from North America through suppliers
catalogues.

There is a growing demand for cleaned fish on the local
market. The Complex has the capacity to handle larger volumes
of fish than presently handled. Throughput in 1990 was
estimated at one-third of the annual Nevis catch.

The principal problems of this co-op were identified as
follows:

- the fisheries complex is underutilized as the
fishermen tend to sell much of their catch in st.
Kitts where higher prices are paid or on the beach;

- fishermen tend to be very independent and
uncommitted to co-operative principles;

- fishermen reluctant to retail fish inside market
complex (where they are charged $5.00 per stall) as
it is more troublesome than their traditional
practice of selling on the beach or in the street;

- type of fishing and techniques used are those of
traditional subsistence ones;

- seasonality of fish supply (low during period
January to April);

- volumes of fish sold by any one fishermen are small
and therefore sales can be easily conducted outside
the complex in a short period of time;

- traditional boats are very small and have no
storage space, therefore cannot travel far from
shore nor stay more then a few hours at sea;

- have trouble keeping the ice making machine in
operation;

vi) Nevis Beekeepers

Hive beekeeping was reintroduced into Nevis in 1987 with the
establishment of 10 Langstroth beehives under the assistance
of ODA. In that same year the VSO provided the services of a
volunteer beekeeper to work in the Co-operative Division of
DOA to support the development of the industry. By December
of 1987, the Nevis Beekeepers Co-operative was formed with 12
members. In January 1988, Barclays Bank International
commenced funding of the VSO's wages over a three year period.
In 1989, USAID provided funds (US$8800) to purchase 80
beehives and the Nevis Government made available a disused
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building for the Beekeepers centre of operations at
Gingerland. Considerable progress in establishing hives was
devastated by Hurricane Hugo in September 1989 and nearly one
year was required for recuperation. During 1990 additional
financial assistance (EC$5000) was provided by the British
High cCommission to refurbish the- Beehouse on a self-help
basis. By early 1991 some 80 hives, most with double brood
boxes, were in operation by 15 beekeepers. The largest
beekeeper keeps 34 hives and several of the smallest only one.
In February 1991 the Four Seasons Up-market Hotel with 190
rooms opens on Nevis and shows interest in purchasing natural
products such as honey and bee wax candles.

The principal problems of the Nevis beekeepers are the
following:

- insufficient investment and working capital to
expand production;

- inadequate technical skills of beekeepers;

- difficult access to transportation to move hives,
extract honey and market products;

- independent nature of part-time beekeepers and
difficulty in getting them together at the same
time;

- deficient management of the co-operative;

- poor contact with other beekeepers in the region
and little exchange of experiences;

- poor physical conditions of bee house.

vii) Nisbett Plantation Farmers

This group, 1located at the northern end of Nevis, was
registered in 1982 and consists of 19 women farmers, several
of whom have received training in food processing. They work
four acres of partially irrigated land, originally part of the
Nisbett Plantation, rented from government. Although the
organization has 19 members, only 8 have plots of irrigated
land. Water is provided by a unique system (infiltration
trench) where three sump holes are connected by perforated,
buried plastic pipe. Water is pumped from the center sump to
a reservoir (12,000 gals.) at the highest end of the land from
where gravity flow takes it to the diverse plots. One member
is responsible for water distribution. The fence around the
4 acres was contributed by USAID and put in place and
maintained by co-op members. The water system was financed by
BDD (1989) and the Australian Government funded (US$3,000) the






59

construction of a small building used for meetings and storage
of equipment and sometimes produce. Crops grown on the 1/2
acre plots include tomatoes, sweet peppers, melons, papaya,
pigeon peas, tannia, cassava and others. Much of the
production is consumed by the respective family households who
rely heavily on their gardens for food and cash income.
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