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. OPENING REMARKS

Mr. Chairman, Distinguished Governors, MembershefBoard of Directors, Your
Excellencies, Observers and Guests:

| am sure that we are all pleased that our Boaf@ayernors is meeting for the second
time here in Grenada - the last occasion being Jf@or4srenada is justly renowned for
its natural beauty and for the charm and livelirefsss people.

Grenada is also equally renowned throughout thet Vidges for one of its most
outstanding sons - T. Albert Marryshow. Becaustheflife and work of T. Albert
Marryshow, Grenada has long been regarded by nabgiag the cradle of West Indian
Unity. We only have to recall the motto which apgeprominently on the front page of
every issue of his newspaper: "The West Indies mest/est Indian." | believe it to be
an auspicious sign that our Seventeenth Annual iktpét being held here in Grenada in
the year which marks the centenary of Marryshowts.br'he best tribute which we
West Indians can pay this year to his memory ietdedicate ourselves to the goal of
West Indian Unity.

We are pleased to note that, under your leaderbtiipChairman, the light of West
Indian Unity still shines brightly in Grenada and are confident that, also under your
leadership, Grenada will continue to play its fadkt not only in deepening and
consolidating the two integration movements to \whidelongs - the Organisation of
Eastern Caribbean States (OECS) and the wider lizaibCommunity (CARICOM) -
but also in setting out once more on the courd®&/@eét Indian Political Unity, beginning



with the creation of a single state among the OEQ#htries. Such action by the OECS
countries is bound to have wider repercussionaitiirout the other and larger English-
speaking countries (both island and mainland) enEhstern part of the Caribbean. It is
the general view that such political unity, espkgi@mong the OECS countries, is an
absolute imperative for improving the existing stat affairs in many respects - defence
and security; economic development; greater effengss in public administration anc
external relations (including external represeatgtat probably lower overall costs; the
attraction and retention of high-level West Indiraanpower in both the public and
private sectors; and, not least, the safeguardidgmocracy and the upholding of
human rights.

You yourself and your Government, Mr. Chairman,ehalso always been highly
supportive of the Caribbean Development Bank. Toard of Directors, as well as the
Bank's staff, are deeply appreciative of your usrding of, and constructive approach
to, the issues and challenges facing the Bank.

| should also observe here that Grenada's Dirggtareral of Finance, Mr. Lauriston
Wilson, Jnr., has sat on our Board of Directorbaty substantive Director and Alternate
Director for the constituency of the four Windwdsthnds and has also, over the years,
made a solid contribution to the work of the Bank.

II. PROGRESS OF THE BANK DURING 1986

A full account of the progress of the Bank durir@$@, in the form of the Annual Report
for that year, is before this Board for considenatiAll the relevant information on the
Bank's challenges and performance is set out nRkport which | am sure that you h
all studied. Two aspects of the Bank's work dudi@g6 stand out. The first was a
complete review and updating of the Bank's findnuadicies by the Board of Directors.
The second was the adoption in broad outline byBtheerd of Directors of proposals
bearing on the Future Role of the Bank in the mmdiierm, taking into account a
discussion on this subject by the Board of Govesraits last Annual Meeting in
Caracas.

lll.  AGRICULTURAL DIVERSIFICATION IN THE COMMWNITY: SOME
ISSUES

A. Introduction

Every year | discuss in this Statement to you gpoirtant theme bearing upon 1
economic and social development of our borrowingnimer countries. This year
the theme which virtually selects itself is thaf@dd production and its corollary
- agricultural diversification.



B. The Background to Agricultural Diversification

As Caribbean countries prepare to enter the 2hdtiog our agricultural sectors
are still characterised - as they were at the lm@ggnof the 20th century - by
over-dependence on a small number of export crops)ly sugar and bananas.
Sugar in Barbados, Belize, Guyana, Jamaica, St &iitd Nevis and Trinidad a
Tobago ranges between 54% and 95% of total agui@llexports, while in
Dominica, Grenada, St. Lucia and St. Vincent ardG@nenadines banana exports
account for between 22% and 82% of total agricaltexports. (The Jamaican
figure for bananas of 6.2% was rather low, lardgmgause of a significant
diversion of sales from the export to the domeasigcket).

Dominance of the agricultural export sector isthetonly characteristic of these
two commodities. Both are produced at uncompetititigh costs of production
and therefore depend for their survival on contiiwmeof preferential market
access to the European Community and the UnitadsStaarkets. In the case of
bananas, the United Kingdom market is approachangyation point and the
precarious situation of the sugar industry, becafistiff competition from other
natural and artificial sweeteners, is well knowren@rally, in recent years prices
of primary agricultural products have been fallneatively to those of industrial
products, with obvious adverse consequences oteous of trade. When
account is taken of the growing protectionism entde industrialised countries
(e.g. recent US sugar quota cuts) and, paradoyi¢hé growth in the food
import bill of our essentially agriculture-baseseromies, it is evident that deep-
seated structural deficits in the balance of paymare likely to continue in the
absence of remedial measures. A large portionatfd@ficit is made up of food
imports from outside the Region, including raw @ndcessed foods, animal
feedingstuffs, drink and tobacco, which now stahda@se to US$1 billion per
annum.

Many of our countries have embarked on structudplsgiment programmes
aimed at correcting their weak balance-of-payméamsd fiscal) situation and
reducing the vulnerability of their highly open amadiversified economies to
external shocks. But, with one or two exceptiongststill have a long way to go
with such restructuring, and it is proving mordidiilt to achieve some measure
of success with the restructuring of our econoroieghe supply side than with
stabilising them by taking demand management meagby restrictive fiscal,
monetary, incomes and prices policies) - essethimlgh these latter demand
management measures are as a first step towandsuséll adjustment. In
essence, the problem is one of changing and strenigig the structure of our
economies partly by diversification, both interdantra-sectoral, and partly by
increasing the efficiency, in the technical andrexuic sense, of production such
that our products are competitive nationally, regity and internationally. And
we cannot afford to delay. Delays will require mdrastic measures of
stabilisation and adjustment later, accompaniesidpyificant declie in standarc
of living and the likely emergence of political agdcial tensions.



Diversification of the agricultural sector in tharbbean is one of the essential
"supply-side" strategies for achieving more brodzfiged production structures
and efficient and competitive production in our eamies. | am fully aware that
the topic has long been discussed - recently witreasing frequency and vigour
- in our countries. The difference now is that mafsbur Governments have
become fully aware of the critical situation and aow placing the subject in the
forefront of their development strategies. My hapthat these remarks could
make a modest input into the decision-making preaeshis vital area.

. Our Ability to Produce and our Willingness to ComsuMore Local and
Regional Food

Before we embark on the substance of our discusgiersimple but fundamental
guestion arises: do we have the ability to procarc the willingness to consume
significantly more local and regional food? Threenps should be made by way
of answer to this question.

First, studies undertaken at the Caribbean Comm@sitretariat, the Faculty of
Agriculture of the UWI and the Caribbean Food andriXon Institute indicate
both the technical and economicfeasibility of sahsally ncreased production of
food (including fish and meat as well as animalfegstuffs) in the countries of
the Region. What is more, these studies also italibat increased local and
regional food production can have a substantiabithin raising nutritional level
in the countries of the Region. These studies alsljomake use of the
assumption that the relevant unit for such higheells of production of nutritiot
foods is the Region rather than the individual ¢oun

The studies also make the assumption that, whege iafrastructural
investments in land development, drainage andatiog as well as main and
feeder roads, etc., are concerned, they can bédeebalthough at fairly high co
in terms of capital expenditures. Such large inwesits in infrastructure and land
development may well be needed mainly in Belize @nglana. Second, it should
not be forgotten that most countries of the Red¢ewen leaving aside for the tir
being the extreme cases of Belize and Guyana) laaye amounts of unused and
underutilised land in the hands of both the pualtid the private sectors co-
existing with large volumes of unutilised manpowkgne above-mentioned
studies used this as a basic assumption in quangitile scope for increased
regional food production.

Third, there is the question of whether consumetke countries of the Region
would be prepared to re-orient their pattern ofstoner tastes and so substitute
local and regional food of high nutritional valu® fmported food, sometimes of
dubious nutritional value. The answer on balaneeeout on the positive side.
Locally and regionally grown foodstuffs (particuiafruit and vegetables) are
typically delicious - one needs think only of faudnd vegetablesish as orange
grapefruit, bananas, pawpaw, mangoes, sapodillaa@eberries, as they are



called in Jamaica), plums, guavas, sorrel, watesmalarrots, ackees, peas and
beans, lettuce and tomatoes; ground provisions asicliveet potatoes, yam,
dasheen, tannia and cassava; and confectionergraserves made from local
fruit, ground provisions and vegetables. With relgaralcohol, rum can be mix
with several local non-alcoholic juices in a renadile variety of ways. In
addition, it is quite posBle to substitute other local fruit, juices and &x@ges fo
imported fruit (such as apples, peaches, peargancbts) and the juices and
beverages derived from them. It is also possibkome of our countries to grow
locally fruit and vegetables traditionally importeduch as strawberries, grapes,
English potatoes, etc. We can make delicious wiroes rice and local berries,
Guyana has shown.

What is involved here is not only import substibuati(for example, growing
strawberries or grapes at home instead of impottiegn). What is also required
is import replacement - that is, the use of prosluadigenous to the Region to
replace imported products which cannot be growoate.

Thus, guava jelly could replace imported apricat gnd mangoes could replace
apples or pears or peaches.

A good and topical example of import replacement ise seen in Guyana where
the leading entrepreneur in the local private sastabout to invest in the
manufacture of breakfast cereals and holiday sfhaaits made from indigenous
flours derived from cassava, rice and plantain.

We should also recognise that there is scope juadiaious restriction by
governments, progressively over time, of many fofusts, vegetables, animal
feedingstuffs and confectionery imported from aidesihe Region while efforts
are simultaneously being made to increase the ptmofuof local and regional
substitutes or replacements for much extra-regionpbrts. It should be
emphasised here that experience has shown thatitheeed for gradualism and
proper planning in this regard and that exchantgeadjustments could
considerably assist the process of import substiiwtnd replacement.

The question of the effect on tourism of substdidizal and regional import
substitution and replacement in the provision eidf@and drinks is often raised.
Here observation has shown that tourists adaptlygadocally produced rum
and other alcoholic beverages, local fruit andtfluices, meat, fish, vegetables,
ground povisions, rice, peas and beans, breadfruit and @dbal foods, provide
that they are properly prepared and attractivebsented.

The same applies in the case of many local peoperme countries of the
Region who are slowly but surely purchasing in soqaekets larger amounts of
locally and regionally grown food, fruit, vegetablend drinks, once they are
properly prepared and attractively presented. Wetlvarefore conclude that a
much greater measure of local and regional impdssttution and replacement



in the agricultural sector is both technically awnomically feasible in both the
supply and demand aspects. The technology for s d®also within our reach.

. The Definition of Agricultural Diversification

As | see it, there are three main elements in tt®mn of "agricultural
diversification”. The first of these is the intefiation of the product of
traditional crops by increased productivity andaolging value through further
processing. Implicit in this is the production ¢teanative products from the raw
material of the traditional crops. The second el@nethe increased production
of non-traditional crops for national and regioc@hsumption. The third element
is the increased production of non-traditional srégr export to extra-regional
markets.

. The Benefits of Diversification

It may be useful, here, to recall the potentialdfigs of agricultural

diversification to the Caribbean Community econ@niehese can be considered
under five related headings: Food Security; For&gohange Savings and
Earnings; Employment Generation; Creation of Prtidad.inkages; and
Utilisation of Underutilised Resources.

i.  Food Security

The concept of food security incorporates validnernic arguments abc
the need to ensure that every household has adeipoat of adequate
nutritional value available and the equally valaifical notion that no
country could be considered truly independentrfiitst depend on
imports for meeting the vast bulk of its food reguients. The goal of
food security is thus closely related to the adtical development
objectives of: growth in output and productivity,rheet growing
demands of the domestic market; sustainabilitynéintain adequate
levels of production in the future; and stability,reduce the adverse
effects of both the inherent instability of agricwhl output and the
periodic swings associated with cyclical changeh@&economic
environment, including the effect of such changegces and supplies
of imported food.

| am sure that you will find it of great interestlearn that the Governme
of that most industrially successful country - Sipgre - is now planning
for a greater measure of food security througheiased local production,
making use, of course, of land-saving high-techgwplimethods of
production.



Obviously, complete food sedfufficiency for the Caribbean (as indeed
most countries) is not a feasible goal, given tieeace of the extremely
wide range of natural resources to be found inlaegg continental-type
countries where the existence of widely differdithates, rainfall,
topography and soil types makes it possible toyeredt home an
extremely wide range of virtually every type of éstuff and animal
feedingstuffs.

Because of constraints in the range of naturaluress of the individual
CARICOM countries, food security has to be concgigkas having both
national and regional dimensions. But, even reghedea unit, the
CARICOM countries will always have to import centdypes of food
from outside the Region. Thus both food productiod food importation
(and consequently trade policies) must be compesrad policy on food
security.

Foreign Exchange Savings and Earnings

Today the Region's food import bill amounts to justler US$1 billion.
With regional food exports totalling around US$bBillion, the resulting
agricultural trade balance is highly negative ndtag at some US$0.5
billion. These figures are, in my view, nothing ghaf scandalous; but at
the same time they do give some idea of the patieioti import
substitution and replacement, both nationally agianally, and the
resultant savings in foreign exchange that coutincThe situation is pt
into even sharper focus when it is recognisedfti@a imports tend to be
in a highly processed form with the result thab$@ortation, processing
and marketing costs make up a significant propoeribfinal consumer
prices.

Diversification of agricultural exports, apart fraeducing the risk
associated with dependence on a limited rangemdréx, could result in
significant increases in foreign exchange earnihtige export products
are carefully chosen so as to optimise exploitatiimoth resource
endowments and market opporturnities.

In this context, there would be much merit in faing on products that
have relatively high unit values and accordingluldde feasibly
produced on relatively small scales (but stilllfalarge by Caribbean
standards) - examples would include so-called ieXae. tropical) fruits,
cut flowers, tropical foliage and high value Vedpé¢s. From a strategic
viewpoint, comparatively small volumes of high-valproducts have a
much better chance of profitably penetrating ex¢égional export marke
than relatively large volumes of low-value tradité crops. When such a
strategy is incorporated into a diversified pattefproduction, greater
production flexibility is assured so that produnt@adjustments, in



response to changes in consumer tastes and inatitaral supply and
demand factors, constitute a much easier taskithtére case of large
Mono-Ccrop enterprises.

Employment Generation

A dynamic and growing agricultural sector offero@dmpportunities for
absorption into productive employment of increasdbe labour force;
but such dynamism cannot be realised, at leastyirsastainable sense, if
the sector continues to be dominated by one othiglo-cost products
heavily dependent on preferential treatment in exparkets.

The employment generation potential of agricultdigersification is
greatly enhanced if it is based on the concentraifchighvalue crops fo
domestic and export markets; on the encourageniene damily-type
farms; and on intensive agricultural production etwwould tend to
exhibit higher productivity levels, lower capitaténsity and more
attractive family incomes.

| am not suggesting here that the family farm esdhly production
organisational form suitable in a diversified agtiaral sector, for there
are agricultural enterprises that exhibit econorofexcale and as such
would benefit from a largseale production organisation. But a diversi
sector can accommodate the full range of enterpyses, and there are
significant advantages to be gained from the eragmment of family
farms as well as larger commercial enterprises.

A major reason for the continued support for tlaglittonal export
enterprises, in the face of high costs of producsiod continuously
declining terms of trade, is the high employmemgels that these
enterprises support. In most instances, the emgegare well suited to t
agro-environments in which they are found and coute significantly to
export earnings. While rationalisation of produstio these traditional
export areas is needed, it would be entirely imgizakto visualise
complete cessation of production of them, at leatte foreseeable
future. But this underscores theimportance of vignagricultural
diversification in the Region as including diveysifg within the
traditional export enterprises by product intewsifion.

To the extent that medium- and large-scale comraldianims and
business-oriented family farms are establishedywillenove more into
agri-business, with all the linkages (such as pgickp preserving and
processing) and ancillary services, facilities arichstructure that will be
brought into being. Activities in transportationdagistribution, the sale
and maintenance of equipment, and the sale of,togats and final
products to the farming community - all will incesaalong with the
growth of farm output and incomes. This is bounteta to the growth



and modernisation of the rural sector of the econand a bigger demai
for labour of all levels and skills - both on-faand off-farm.

It cannot be emphasised too much that, in ordeodioagricultural
enterprises to become agri-businesses, we needantveats annually
into the agricultural sector with a higher levelgeineral and/or technical
education than the present large majority of (moidler) small farmers
have.

Increasingly we should train and orient our youeggie at the secondary
and tertiary levels of education towards agricétso that they become
not merely extension officers but genuine futhéi farmers. A corollary ¢
this is that rural areas have to be provided wittaramenities, services,
facilities and infrastructure to become attractivéhe young people.

Most important is the existence of a clearly videhel of income to the
farmer that is competitive with other occupatiopsrbiaps less arduous
ones). This can only be achieved with the develapiraereasonably
remunerative markets that in turn depend on batle @nd volume.
Governments will have to establish farming incegsiv the best being a
remunerative price for the reasonably efficientrfar through the remov
of price controls and, where deemed appropriatievaluation of over-
valued currencies.

We should not, however, be dogmatic and shouldexd&the obvious
benefits of having many engaged in Agriculture grag-time basis - be
they non-agricultural professionals (lawyers, dogtaccountants, etc.) or
general secondary and/or technical and vocatiahad graduates.

Creation of Economic Linkages

The creation of "backward and forward linkagesaimeconomy is a
critical element in development strategy and (aftécourse, making due
allowance for the size and range of natural ressuof the country
concerned) there is a direct relationship betwherdegree of
development and the extent of such linkages. Hestlly, the traditional
agricultural sub-sectors in the Region have nattdisthed any significant
linkages much beyond those created during colaimnes - in most
instances hardly going beyond the marketing infuastire. Agricultural
diversification into non-traditional products, bycreasing the range of
agricultural products available and, where applieaby producing
guantities in excess of fresh market requiremeyats, through the setting
up of agro-industries, contribute significantlydi@ation of linkages
within the national economies. In the traditionadenterprises,
diversification via product intensification can ate significant linkages
with the manufacturing sector. And, obviously, tireater local
production of food can more effectively link Agrltwre with Tourism.



The significance of economic linkages in the depalent process can be
illustrated by comparing two agricultural enterpaspoultry (broiler)
production and citrus production.

It is frequently argued that many CARICOM countries self-sufficient,
or nearly so, in poultry production. While this mag correct in the sense
that the country produces most of its own requimrgsér poultry meat,
the fact that about 60%-70% of the value of oufparh the poultry
industry consists of imported animal feed or igredients means that the
net contribution of the industry toforeign exchamsgeings and
employment is significantly less than if the majpof the feed
ingredients were produced locally. In many wayspbeltry industry is a
agricultural equivalent to the so-called "screwdrior finishing-touch
import-substituting industries” found in the manufacturgagtors of mar
of our countries.

Consider, on the other hand, the citrus industigetze, in which the
import component of the value of output does naeexd 15%-20%. Over
85% of the commercial citrus produced in Belizpriscessed in two
factories, primarily into fruit concentrates anttwus oils which are
exported to markets in the Caribbean, Europe amdJ®A. Local value-
added in citrus processing is relatively high,eftected, for instance, in
the margin between the price paid to growers aadterage selling
prices for citrus concentrate on the world markefl986/87 this margin
was about US$649 per tonne, based on a grower @irid8$1,071 per
tonne equivalent and a concentrate price of US®1p&2 tonne. The
citrus industry in Belize thus has strong linkaggth other sectors of the
national economy and generates significant foreixghange earnings a
employment.

But the most frequently encountered situation iroagdustry in some
countries of the Region is one in which so-calledtufacturing” agro-
industry plants depend entirely or overwhelminghyimported inputs.

It is easy enough to talk about establishing agdustries based on local
and regional food production. But the practicahtgcal and economic
problems involved in doing this are numerous ant-kewn: the
irregularity as well as seasonality of the supgdlyaov materials; the
dependence of the financial viability of the praieg plant on low prices
paid for the raw material and on the availabilityaszge volumes of such
materials; the high cost involved in the local aagional production of
cans, the manufacture of which is subject to ecoeswf large-scale
production, etc. On the other hand, these problzansn part be
overcome by a system of contract buying by the ggsing plant from the
producers of the raw material, the use of meanarattan canning for



preserving the product, such as asceptic packagaogiuum packaging,
tetra-packing, dehydration of fruit - not to mentishort-term forms of
preservation such as chilling and freezing of mtieat and fish products
and concentrate fruit juices - even though chillamgl freezing may entalil
heavy energy costs.

Moreover, in order to cope with seasonality, irlagty and low volumes
of production of the raw materials, thepessing plants should be cap:
of processing more than one kind of product - thahey should be
"multi-purpose” plants. Alternatively, in ordersecure large volumes
regularly supplied, the processing plant may hawgeek "backward
vertical integration” through the establishmentemhigh level
management of large commercial farms.

Utilisation of Underutilised Resources

A diversified agricultural sector, because of thiegrent instability of
agricultural output and the location-specific natof agricultural
technology, almost by definition leads to a betiiisation of a country's
resources. Inter-planting of crops with differemging periods is one
example of improving resource utilisation. So taomwd be the bringing
into production of land which previously remainattultivated because
of unsuitability for production of traditional crep due to soil type,
rainfall, incidence of pest and diseases and/argaphy. Further,
increasing productivity in the traditional cropsne aspect of the
diversification process in my definition - will féitate the reduction of
actual acreages under these traditional crops wial@taining or even
increasing production levels. If this results ie temoval of marginal
lands (marginal in the context of the traditionaps), better resource
utilisation would result from the introduction afops more suitable to the
lands so released. For example, if the marginaldame such because of
steepness in topography, the introduction of trepswould result in
production increases and also reduce soil erosianlgms.

The replacement in part of sugar-cane by otherscfparticularly sea-
island cotton) raises certain problems in counsigsh as Barbados and
St. Kitts and Nevis. This is because cane as & gnaserves the soil,
while sea-island cotton production can lead toosexrisoil erosion and is
also susceptible to disease and pests. This mieangreat care will have
to be taken so as not to allocate too much landabkind of crop in such
countries.

Product intensification of a traditional agricudiliexport enterprise is a
special example of the improvement of resourcésatibn and the sugar
industry presents some useful examples of the Ipiises. Many types of
products can be produced from the sugar cane atahfrom the by-
products arising out of sugar manufacture itself.



A good case in point is the production of ethanohf sugar cane. A
review of the possible products is beyond the sadjlis Statement, but
it may be useful to list the range of diversificatichoices as an indication
of the potential available. This list, shownfadpendix |,is taken from th
Report ofa Committee to Consider the Rationalisatibthe Sugar
Industry in Trinidad and Tobago,prepared in 1978.

Obviously, not all of these products are capablenaincially and
economically feasible production at this time. &m® instances the
technology is available but requires a scale ofajomn that may be ill-
suited to the size of the national and regionalkeigr and extra-regional
markets may already be adequately serviced byiegiptoducers or be
already over-supplied at competitive prices froimeotsources of imports.
In other instances the technology has not reacbeunercial application.
But within the list are a number of products capaiflimmediate
development. One such product is animal feed floerstigar-cane plant.
Some information on this is givenappendix 2.

The banana industry also exhibits interesting fagses for product
intensification that are of particular significargiace the existing output
of the fruit is unaffected. High-quality bananarélzan be produced from
the pseudo-stem which can be spun into threads®inusack-making.
Such organic sacks are in high demand for trang@ertain agricultural
products which are affected when transported inhstic materials (e.g.
coffee and cocoa).

Banana fibre can also be made into high-qualityewadsistant paper
suitable for making tea bags and currency notesdntly, abacca fibre
(mainly from the Philippines) supplies this markatl shortages exist.
Interestingly, the abacca plant is related to #uedna plant and the aba
fibre is also made from the pseudo-stem. Also, tmgpcts identified in
the fibre manufacturing process include the saglwhas applications in
animal feeds, detergents, food processing (beaaube high pectin
content) and in the pharmaceutical industry for imgicortisone. The
stem core is also potentially useful in animal &eed

Other possible products include banana powderdbyhood, breakfast
cereals from green bananas, banana chips as stk dereal, rope fro
the stem, and straw from the leaves. It shouldnyehasised that the
constraint with respect to many of these possigslits not technical
feasibility but economic viability.

Work done in St. Lucia, in a pilot plant, suggebts fibre production can
increase the net returns to small banana groweasdund 10%. This,
together with the export potential of the fibre dydproducts and the



intensive inter-sectoral and intra-sectoral linkageplied, indicates the
significant potential for continuing developmentadrk in this area.

F. Possible Costs of Diversification

It may be argued that diversification could in scaspects entail costs to the
countryconcerned in so far as large overhead costs ifotheof support service
- such as new forms of infrastructure, researchketiag, irrigation, etc. have t
be incurred and spread over a fairly small volurheudput. This situation could
arise in me or two of the OECS countries. Yet one must Raggerate the exte
of the problem. For one thing, the only major oeath cost may be in the area of
research and the cost for each country might becestithrough the organisation
of research (as well as other support services) mgional and/or sub-regional
basis. Similarly, the costs of marketing (bothantand extra-regionally) could be
reduced by joint regional or sub-regional actioor. &other, reasonably large
volumes of production could in some cases be abdaipply extra-regional
markets.

G. Reasons for Slow Progress and Guidelines for tharé&u

The benefits of diversification of the agricultusactor have long been
recognised and various attempts have been madenhtonally and regionally,

to deal with the situation. By and large, theseré$fhave not been successful, as

is evidenced by the continuing dependence on addmange of export crops and
the heavy reliance on imported food. What accofortthe very limited progress?
| shall try to answer this question in the follogigection, concentrating on six
highly inter-related aspects - namely, Macro-ecoiedPolicies, Credit,
Technology, Land Distribution and Tenure, MarketBystems and Methods, &
Infrastructure.

i Macro-economic Policies

The macro-economic framework of a country is aeseof inter-related
policies that affect all aspects of economic betawviThese policies
include fiscal, monetary, foreign exchange, fordigwe and prices and
incomes policies and they influence the economwrenment in such a
way as to determine the very structure of productiod levels and
composition of exports and imports. It is thus passible to conceive of
dynamic, diversified agricultural sector unless itigcro-economic policy
environment is conducive to such development.

Many macro-economic variablegxchange rates, interest rates, wage
salary rates - are prices and themselves affeet ptifices. The role of
prices is central in determining the direction aai@ of agricultural
development - although governmental non-price vetetion and



institutional changes are also of great importaBo¢h the level of prices
of agricultural products and the stability of symfces are crucial. There
are "good" and "bad" types of government internvantiA "good" type is
government intervention designed to maintain adfucal production
levels in the face of widely fluctuating commoditgices. Another "good"
type of intervention is where changes in land terare effected so as to
increase the farmer's incentive to produce. Bujueatly governmental
intervention has been such as to generate signifaiaincentives to
production. This occurs, for instance, when prigstmls are imposed on
locally grown farm products, in response to presswom the urban
consumers who, in our Region, are pre-occupied thighcost of living to
the point of obsession. There are a number of elesmp the Region
where this situation has occurred and has resudtednificant eclines ir
food production. The fundamental issue here caoubas follows: which
should come first in the interests of sustainecheaac development -
growth in production or cost-of-living consideratg®

If we are serious about achieving higher levelkoél and regional food
production, we must accept that in some casesgaods may have to
rise and that protection is necessary against yigjbsidised food expotr
from the developed countries. If we are not preghémeaccept this, we
might as well abandon attempts at greater selfeseffiicy in food. The
cost of living will in all probability be somewhhatgher than it would be
without protection. On the other hand, there wdllthe benefits of an
improvement in the balance of payments, a stroagdmore diversified
economy and higher levels of productive employment.

The effect of macro-economic policies on the re&prices of farm
inputs can also have a significant impact on adjrical production and
particularly on the choice of technology. For exénpn over-valued
exchange rate can result in farmers using capitahsive technology
because of the low local currency price of impoegdipment. Wage
policies (or absence of them) may exacerbate ttuateon and so can
concessionary rates of interest on (or zero or i@wimport duties on)
equipment importers.

Many CARICOM governments have provided generousntiges to the
local manufacturing sectors in the form of tax bgs@nd import
protection. While there may be valid reasons f@, th frequently results
in the internal terms of trade shifting againsti@gtural products since
the highly protected local manufactures can comningia prices on the
local market at the expense of the local farm peteluf the
manufacturing incentives are combined with an axsdued exchange
rate, the result is to encourage highly import-aelemt manufacturing
investment and production at the expense of exganrting (or import
saving) agricultural investment and production.dMer-valued exchange



rate, in effect, imposes an implicit tax on agriatdl exports and on local
food production and an equivalent implicit subsitylocal consumption
of all imported goods (both food and manufactures).

A very common form of incentive used by regionavgmments to
encourage agricultural production is the grantihg subsidy on farm
inputs such as fertilisers and other farm chemidafsut subsidies are
frequently used in conjunction with price controfslocal food output in
an attenpt to offset the negative effects of the pricetoala. But subsidie
may have the effect of encouraging the overusbhestibsidised input or
the diversion of the input for sale through extgdl channels, with
adverse effects on foreign exchange if the inprgsraported. Also, as in
the case with concessionary credit, the benefisibgidies are frequently
captured by the larger at the expense of the snfalimers.

Another area which cries out for "good" governmiatgrvention is in the
field of fiscal policy. The instrument of land tdian has rarely been used
in the CARICOM countries to encourage better andenpooductive
utilisation of agricultural land that is currentiputilised or undettilised.

In effect, therefore, in spite of various formsmervention (or, indeed,
because of some of them) the macro-economic enmigahin most
Caribbean economies remains a significant constiaithe agricultural
diversification process.

Credit

The poor performance of so many agricultural crpcbgrammes in the
Region (indeed, in many other parts of the develgppvorld) is, to my
mind, ample testimony of the ineffectiveness ofidrevithout the
existence (or at least simultaneous provisionhefdther factors required
to stimulate agricultural production. Such factoxdude markets at
remunerative prices, proper marketing systems agttiods, adequate
infrastructure, the availability of agriculturalpuats at the right time and
the right prices and the existence (and knowledfeglevant technical
and organisational systems of production. Whenretleémments are
available at the appropriate levels, however, treh serve as a power
catalyst in increasing the rate of growth of adtimal investment and
output. Properly applied, credit can also be uakahg with other
measures such as an appropriate pricing poliogntourage patterns of
investment and production activity deemed desirahbter prevailing
economic and social circumstances.

Credit, particularly when directed to small farmessfrequently seen as



an income transfer mechanism and accordingly pexdeas a political
strategy rather than an economic one. This expléonsnstance, the
tendency to believe that highly concessionary leggirovided at low or
in some instances negative real rates of intetleat (s, when the rate of
interest is lower than the rate of inflation) ieecessary feature of
agricultural programmes, when in fact the ratentdriest is just one
attribute of credit, and not necessarily the mogiartant one, considered
significant by farmers. Other important attributésredit are the speed
delivery and the length of the repayment and gpacds.

But concessionary rates of interest can have ae\effscts on the
viability of credit institutions and cause thesstitutions to remain in a
dependency relationship with the Central Governmemtith external
providers of aid. Concessionary interest rates lalggely preclude those
credit agencies which take in deposits from atilngctavings so that the
institutions only operate on one side of the martets seriously
restricting their access to funds. Low rates ofriest also mean that the
credit institutions are hard pressed to cover adinative costs - costs
which tend to be higher in rural areas and amongjldsorrowers due to
higher risks, lower loan sizes and the geograplhiisgersion of clients.
This financial cost-price squeeze frequently resutiimiting credit
available to the poorer farmers by essentiallygasmg the borrower's
transaction costs. Small borrowers are thus effelstidebarred from
obtaining loans, and the resources of the instituitiecome concentrated
in the hands of a relatively small number of largeterprises almost in
direct contradiction to the "equity" grounds on @fhimany of the
agricultural programmes were based.

Technology

Improvement in technology is the major basis feemsified agricultural
production and expenditures on appropriate agticallresearch provide
the principal source of improved agricultural teslogy. Well conducted
agricultural research provides very high returneeiation to the
expenditures involved. Three questions arise. Agespending enough on
agricultural research? Is the research that isgoddme appropriate? Are
the research results reaching the relevant farmers?

An examination of the budgetary allocations devatedgricultural
research in the Region would suggest that the artewbke first question
is negative, certainly in comparison to the devetbpountries and many
developing countries. It may be argued that snealktbping countries
facing critical budgetary constraints, as are n@aibbean countries, are
unable to devote much resources to research ahththayevent researc



work performed at the international research cerghmuld be adequate
meet the needs of such countries. While therengesalidity in this
argument, it ignores the fact that agriculturahtemogy is location-
specific. At a minimum, national and regional reshaneeds to
concentrate on the accurate recording of the cgaritrophysical
resources and on the adaptation of new technoldgigsnew crop
varieties, pesticides, fertilisers or new produttsystems) to local
conditions.

The second question may be answered by examingngature and extent
of agricultural innovations that have been geneératehe Region over,
say, the last 10 to 20 years. Even a cursory lodheasituation would
reveal that the limited research resources in #ngidd are still
concentrated on the traditional export crogsigar, bananas, cocoa, co
and citrus. | am not here suggesting that we shooldio research on the
traditional crops but, if we are serious about@gdtural diversification,
then the imbalance in the allocation of researsbusces must be
redressed. | am also not trying to play down thee#&nt research done
national research centres and by such regiondutishs as the
Caribbean Agricultural Research and Developmeriitine (CARDI) and
the Faculty of Agriculture at the University of tiiéest Indies, but simply
suggesting that we may benefit from a more ratianal better
coordinated direction of research efforts. We reebetter articulation of
the agricultual research effort as between the UWI Faculty gfiéulture
CARDI and national institutions. For years we héaiked to deal with thi
need. (However, one must point out that, in retiems, CARDI's work
has become more oriented towards solving problertise field).

The third question | posed earlienamely whether the research results
reaching the farmers - is in some respects the msirtant determinant
of agricultural progress. For well conducted reskean agriculture is of
little value in the absence of an effective sysfentransmitting the
research knowledge to farmers through a well rduareston service. And
major criticism of the extension services in thegi&e is their poor
coordination with the research programmes. Thdsices the effectivene
of research not only because the research resaltsoapassed on, but
also by virtue of the fact that the researchersivedittle feedback from
the farmers themselves and thus are unable tomddpdhe real needs of
the farming community. Importantly, agriculturatkaology is also
location-specific in both the socio-cultural andeomic senses and any
technological improvement must be sensitive taohality of the
environment facing the farmers, if it is to be widadopted. It is a lack of
appreciation of these dimensions that frequensylte in what appears to
be "irrational” behaviour when farmers refuse togdmproved
technological alternatives.



| conclude this Section by referring to the ussmfcalled "high
technology" in regional agriculture. Clearly thésesome scope for the t
of relatively high technology (such as hydroponias3ome branches of
agriculture Jparticularly vegetable growing. Often high teclogy is bott
capital- and skill-intensive so that it can onlydféectively used by
educated full-time or part-time farmers or by laspale commercial
farms with high levels of management. In many céise®stablishment
such large-scale high-technology commercial farnmikl follow upon
pilot activities since it cannot be repeated taemthat technology in
agriculture is highly location-specific.

Land Distribution and Land Tenure

The pattern of land distribution and the securftiaad tenure have
profound influences on the way land is utiliseddgriculture. For well
known historical reasons, the countries of the Begixhibit, for the most
part, a highly skewed pattern of land ownershighwitelatively small
proportion of the owners holding a very high prdjmor of the available
land. And the distribution becomes even more sicgnit when one looks
at it in terms of arable land. The limited landesaf most of the Caribbe:
countries tends to exacerbate the situation byipgghe price of land up
beyond the reach of most small farmers.

The effect of the land distribution pattern on egltural diversification is
twofold. In the first place, the large private lamdhers, if they are no
longer involved in the traditional crops, have tethdo use their
landholding either for speculative purposes orakaieral to invest
outside of agriculture, mainly in trade, commernd gourism. This too
has historical antecedents, and the result iddhge areas of land are
removed from productive agricultural use and eitieenain fallow or are
taken out of agriculture altogether. This is napsising because
traditional export crops tend to yield poor andentain returns, have
high-cost structures and are usually perceiveceagybess lucrative
sources of income than trade, commerce, tourisnrspadulation. A
related problem that has occurred when the latakisn out of agricultur
is that frequently this leads to serious land emosind degradation with
significant and long-term effects on the environtmen

Secondly, a skewed distribution of landholdingasgbeled by a skewed
distribution of agricultural income. If small farmseare denied access to
sufficient land and if the limited land they do tahis not under very
secure systems of tenure, then the incentive tsinw agricultural
improvements is absent.

In many ways, a most remarkable characteristicasfilbean agriculture,
and one which underscores the potential that exssteat, against this



background of land distribution and tenure thaasnimical to small
farmer production, the contribution that these farsrmake to total
agricultural production is very significant. Andglapplies to the export
crops as well, as is exemplified by banana produadti the OECS states.
How much more could be done if the small farmgr®vided with the
land resources (including consolidation of fragnedrtioldings) and with
the security of tenure that will encourage adoptibmnovations and
investment in land improvements that will enhanaelpctivity?

In many of the countries the Government is a majoot the major,
landholder. This suggests that the task of lanornefcould start with the
re-distribution of State lands in such a way aggtimize the use of the
resource. Different approaches to the re-distrdsutiould be tried. Some
countries in the Region have opted for long-terasés, one Government
offering 25-year agricultural leases with optioosfenewal for a further
25 years, in an attempt to control the use ofdhne | While there is much
validity in this approach, there is one respeatinch the system may
have disincentive effects - namely, the acceptsioli the land as
collateral security for credit.

An alternative approach which may be more benéfisie lease the land
but with an option to buy after some specified perin this way, the
initial capital can be devoted to the necessarg lemprovements and not
be tied up in land purchase. At the same timénaffarmer is successful,
he can accumulate his surpluses over time and asedne holding
outright. And, during the initial lease period scifnt controls could be
incorporated in the terms to ensure that the langed for production ar
not for speculative purposes.

A related issue in this whole question of landribsition is that of the
production organisation. We should avoid dogmatingle ideal
approaches”. In fact agricultural production cad sinould be organised
in a variety of ways in the countries of the Regamal different productic
technologies are needed for the various organisatforms - for
example, small peasant holdings, part-time farmiagily farm-
businesses and large-scale commercial farms. Atseatpand tenure
reform should incorporate this notion and provige@ductiontechnology
that is suited to the organisational system ordsdesf systems chosen.

A production organisational form that tries to aane some of these
problems has been attempted in other parts ofakeloping world, with
varying degrees of success. More recently it has lged in Jamaica.
This involves the "mother farm” - "satellite farmsdncept. In this system
one large commercial farm is established along wittnerous small
farms owned by individual peasant farm- familieseTmother farm”,
which could be publicly or privately or jointly owed, develops the



technological packages and serves as a demonstfatithe small
"satellite farms". In some instances, the "motlaemi’ may provide, in
addition to the technical advice, working capitalthe form of seedlings,
fertilisers and chemicals) and guarantee a madtaghe small farm
production. It may be too early to determine howcgssfully the system
is working in Jamaica but it does provide an orgatinal alternative th.
may help to overcome many of the problems facabdenmplementation
of land settlement schemes in the Caribbean. Véhalied for in this
kind of operation is an initial "pilot project” pbe, if only because
technology is highly location-specific. One mustaabear in mind that it
may not be easy for the "mother farms" to trangégy high technology t
the "satellite farmers".

In this context too, Belize and Guyana, given theaige land sizes, pres:
some special problems but also significant oppdtiesl There is
considerable scope in these two countries for tandre reform and for
alternative systems of production organisation. tBatextent to which tr
substantial land resources in these countries dmeilekploited is largely
dependent on heavy investments in infrastructudeamd development.
(However, fortunately, Guyana already has in pthcee very large
drainage and irrigation schemes - Black Bush Polahaica-
Mahaicony-Abary and Tapakuma - with large amouftamd waiting to
be used), requiring only relatively small amourtaaditional
infrastructure.

Marketing Systems and Methods

We come now to what has been perhaps the critimatming in
attempts to date at agricultural diversificatiamarketing systems and
methods. The obtaining of access to preferentiakets is futile unless
our marketing systems and methods are drasticajtyaved. Witness our
inability to take advantage for many years of spiferential markets for
manufactures as the EEC under the Lome Convention.

Previous attempts at diversification have not aifficient attention to
markets and marketing arrangements. In the wordsre€ent publicatior
many diversification efforts in the past were "puotion oriented rather
than market led® This has resulted, for instance, in the situation
wheremany farmers, large and small, devoted somteeafland to
produce new crops and then quickly reverted, becatimarket failures,
to the traditional crops for which established nedskand marketing
infrastructure were existent and functioning effiggy. This implies that
deficiencies inour marketing systems and methaat nat production,
may be the most significant constraint to agriaalkdliversification; for



whenever marketing systems, along with the suppitifrastructure, are
good, farmers have responded positively and hargnaed to improve
guality and productivity. And this experience ig naique to the
Caribbean.

Any diversification policy, and its implementatidmave to take into
account three "markets": the national market; dganal market; and the
extra-regional market.

Everyone now understands the problems of agrialltaarketing within
the national market and | will discuss some of ¢éhssortly.

A genuine regional market is now in existence essalt of the abolition
of the Agricultural Marketing Protocol (AMP) andetldecision by the
Conference of Heads of Government of the Cariblé&&ammunity that all
tariff and non-tariff barriers to intra-regionalragyltural trade be
removed.

In relation to regional markets, it is almost certhat such a system of
free intra-regional trade, will only be feasiblegfgional producers are
protected to a reasonable extent from extra-regiamzorts. | am fully
aware of the political and other difficulties thhts "protectionist”
approach entails, but I am convinced that it isahly way regional
agricultural development can proceed effectively.

The arguments for protection of regional agricidtare many, varied and
valid. | shall only mention a few. In the first pi& the very nature of
agricultural production is such that, even withaaked production
techniques, the risks associated with farming eafecantly higher than
with most other forms of production. Secondly, ligstorical and other
reasons the economic environment faced by farmeisei Region tends
be extremely distorted (due, for example, to advarternal terms of trau
vis-a-vis the manufacturing and services sectad)iastructurally rigid
(due, for example, to problems related to landithstion and land
tenure), with the result that, in the absence ekgomental intervention,
is unlikely that the right economic signals will feethcoming to
encourage production in socially beneficial waysdAfinally, the fact
that some major food items can be imported intdRegion at costs
considerably lower than our own costs of productsonot only the result
of greater production efficiency in the countriesni which we import
(partly dwe to the use of advanced technology and partlytaleeonomie:
of scale) but also a function of the high levetobsidisation, protection
and other incentives provided to their producerghigygovernments in
those countries.

Development strategies espousing the benefitsmdréted growth are



very much in vogue now and, while | recognise tteatelopment of extra-
regional export markets should be a critical congpdof our
development strategy, we frequently forget thaséhoountries held up as
examples of successful application of the so-cailgsivard-looking
strategies (South Korea and Taiwan, to cite only éwamples) develops
their export markets behind very strong protectbharriers and, in fact,
a large proportion of their productive investmenent into import
substituting projects. The plain fact is that imrke all developed
countries there is massive governmental intervarttimth to subsidise
agricultural exports and to protect the local mafkeagricultural
production.

The third aspect of marketing - that is, selling+iaditional crops in
extra-regional markets - is well recognised to ené$oth opportunities
and challenges. One has to be highly competitiverims of cost of
production, quality, delivery on time, meeting pbsdnitary regulations
and ability to produce in sufficient volume.

It is not possible to look at the question of marig of agricultural
products in the Region without examining the rdléhe much maligned
State Marketing Boards and Corporations. With feaeptions, these
institutions have operated at very low levels dicegncy as is reflected in
their financial performance. In such instances tiegyesent a significant
drain on public funds and, as such, have contriblitiée to the
diversification effort, at least on any sustainedib. Their main function
when they were established was to purchase loodupe at guaranteed
prices. But not only did they lose money in buyargl selling on the loc:
market; they in fact purchased very little of thenfiers' output except in
periods of glut, the farmers preferring in normalds either to sell the
produce themselves to middlemen (including huckstehigglers) or
even to the consumer directly. In effect the fasr®r-pass the Marketing
Boards, regarding them only as a buyer of lastrtegioen the price they
can fetch on the private local market is extrenh@ly because of glut. On
the other hand, the Marketing Boards tried to guieprices to the
farmers whether there was a market or not withenctbuntry.

The poor performance notwithstanding, MarketingiBednave a vital
role to play in the diversification effort if thedctivities are properly
organised and oriented and they abandon their majation of
purchasing farmers' output for sale on the locaketawhether at
guaranteed prices or not. In this context five fioms can be identified:

a. Market intelligence and marketing research on madHional
products for exports to regional and extra-regionatkets.

b. Quality control and packaging assistance in tha afeegional



and extra-regional trade.

c. Price stabilisation and extra-regional marketingécific
products.

d. Sole importer and distributor for certain stapl@sdchieving
economies of bulk- buying and, even more importangenerate
income to meet losses in their buying and sellipgrations.

e. Supermarket type operations for domestically preduand
imported items, not necessarily agriculture-basedrder to
generate income and to provide competition in ik&idutive
sector.

The first three functions mentioned are vital tog aigricultural
diversification effort while the last two are impant to the Boards
themselves for income generation purposessupport the other functio
which are by their very nature unprofitable.

There is a case for Marketing Boards buying locatipce at guaranteed
prices from the farmers only in respect of cromnidied for exports to
extra-regional markets and for which the Marke@tgard has negotiated
prices and quantities. In such circumstancesnecessary that the Board
sign contracts with individual farmers, who willveato meet market
requirements in terms of price, quality, quantigckaging and delivery
times.

A considerable amount of work needs to be dondnendentification of
markets abroad for suitable agricultural producis @n the provision of
the relevant information to farmers and the agtical extension service
This includes information on prices, volumes, optimdemand periods,
packaging requirements, availability of shippingvezes, phytosanitary
requirements, etc. The information collection argsemination function
can be computerised to facilitate timeliness amdbzalinked to existing
data bases, both regionally and extra-regionatlyhis context, too, the
Marketing Boards will need to develop a close refeghip with the
research and extension services in the Ministfiésggaculture in order to
ensure that the market intelligence gathered mstaded into workable
technological packages that can be adopted by farnibe Marketing
Boards should also concentrate their export effartee non-traditional
areas, leaving the marketing of traditional exjgoops to the existing
commodity associations - with these being suitabigngthened where
necessary.

There should be nothing to prevent the privatessdodm also engaging
in marketing non-traditional products extra-regibnaAnd there should
be scope for joint regional inter-country marketetfprts whether



Vi.

undertaken by the public or private sectors or hyixure of both.
Already at the level of the individual countrieg thublic and private
sectors often join their efforts in promoting tam abroad. It should be
emphasised that economies of scale in marketing-eagionally is often
greater even than economies of scale in production.

In relation to extraegional exports, Marketing Boards should also jala
active role in quality control both of productsdadirectly by the Board
and those handled by the hucksters or higglerthditase of hucksters or
higglers this could be done by establishing aneénspn system at the
point of shipment and introducing an aggressivgamme aimed at
improving the packaging and grading of producerégrional and extra-
regional markets. The fierce competition we arelliko face in the extra-
regional markets demands that quality control perae consideration in
our marketing systems.

But in order to perform these functions of markksntificatian, marketing
intelligence and information dissemination, the Bisawill need financial
resources. To avoid them remaining a drain on thdipfunds, it would
be desirable if they could become involved in ineegeneration
activities. This is the essential rationale forgesging that Marketing
Boards could become engaged in sole importatictagfies and in
supermarket-type activities. The supermarket dssvzimay have
advantages over and above the income earning pitentthey provide
another avenue for the sale of local produce aodntbe an effective way
of keeping prices reasonable by increasing comgetit

Not least, by the attractive presentation and pgiokeof locally and
regionally produced food for sale in their retaitlets, these Boards can
effectively contribute to breaking down the all wmmmon resistance of
West Indian consumers to the use of locally proddoedstuffs. Indeed
there is already a growing tendency among supemtgiik some
countries to do precisely this.

Infrastructure

Adequate infrastructurereads, water, electricity and other social faeit

- is an essential prerequisite for high and susthagricultural
productivity. Indeed, there is a direct relatiopshetween the level of
investment in agricultural infrastructure and agitieral productivity. But
an examination of the situation in the Region rév/#aat most
infrastructure investments are located in the udoaas. The quality of
rural life in our countries is thus significantlglow that enjoyed by urban
residents. Is it, therefore, difficult to understamhy we cannot attract
young persons into farming?



H. The Regional Dimension

Given the existence of the regional integration emegnt, we must take into
account the regional dimensions of agriculturakdsification.

There are six aspects of the regional dimensi@yircultural diversification.

The first aspect is the greater scope for fre@irggional trade in Agriculture as
result of the recent abolition of the AgricultuMarketing Protocol accompanied
by the decision to remove tariff and non-tariff teens to intra-regional trade in
Agriculture. Such free trade will bring about asniatural consequence some
degree of specialisation in particular activitisbatween the member states -
although in many cases countries will no doubt poedthe same crops because
of the protection vis-a-vis other regional food gwoers provided by intezeuntry
freight and other handling costs.

We must, however, face up to the fact that, nostehding this, there will be
some tendency for production of some specific itémrise concentrated in the
most efficient location. This point has been redsgm in the Regional Food Plan
which essentially takes into account the naturahathges of countries for
producing certain specific commodities.

Second, to the extent that free intra-regional cefitipn leads to possible over-
production of specific commaodities in relation &gional demand, the countries
adversely affected could be compensated for thautgh joint regional action to
export such surplus production to extra-regionalkeiz, provided of course that
such production is competitive in price, qualitigrelards and of sufficient
volume.

Third, certain activities can be carried out oargé scale only in certain
countries - particularly Belize and Guyana and kesaer extent Jamaica and
Trinidad and Tobago. Rice is an example whereoalt €ountries could underte
primary production reasonably efficiently. On thbar hand, prospects appear to
be good for corn and soya beans (important ingnesli@ animal feedingstuffs)
only in Belize and Guyana - and possibly in Jamdsed in several other crops,
including rice itself, there is scope for regiomdkgration of production and
allocation of activities, e.g. rice could be shigpe bulk from Guyana and
packaged in Barbados and Trinidad and Tobago. Ammaica and Trinidad and
Tobago could use their milling capacity to processonly their own product but
also paddy imported from Belize and Guyana. Inrist. Vincent and the
Grenadines could use a mill about to be establish@docess paddy imported
from Guyana. There is scope for regional collaborein fisheries, whether by
our countries allowing nationals of other CARICOMtss to fish freely in their



territorial waters and their Exclusive Economic 2seror by the formation of
intraregional joint-ventures to exploit fishing grads off Belize and Guyana and
to the east of all the Eastern Caribbean islaBdze and Guyana, and to a les
extent Jamaica and Trinidad and Tobago, could beauoajor centres for
livestock developmentdairy in the case of all four and beef as wethia case
Belize and Guyana. Barbados could also concertratiairy Ivestock and, alor
with the OECS countries, on small stock generdlhe OECS countries could
also concentrate on oils and fats, fruits and \ages, ground provisions and
peanuts. Such allocation, based on economiesgd-lsrale production and of
specialisation could effectively improve the degoéeegional self-sufficiency
possible in many lines vis-a-vis extra-regionaldemports. In this way, food
security can be seen to have important regionaédsions.

Fourth, there is a scope for creating regionaldges in production. The growing
of the primary crop in one country and its packggnd processing in another
country has already been mentioned. Up to recdatlye amounts of Belize
citrus juice concentrate were imported into Barlsa@®i. Vincent and the
Grenadines and Trinidad and Tobago and other Gaaitblbountries for further
processing. Other raw materials which could be growone place and packaged
and/or further processed in other countries whiely hmave other inputs required
for such processing activity are beef and milk fidatize and Guyana, arrowroot
from St. Vincent and the Grenadines, and cocoaaffde from Grenada,
Jamaica and Trinidad and Tobago. There is alsoesimyghe importation by
other CARICOM countries of fertilisers producedTinnidad and Tobago and,
for that matter, mixing in a blending plant fegérs from that source with
different types of fertilisers imported from otheuntries.

Fifth, for reasons of "critical mass", much of @agricultural research must take
place at the regional level (with applications Igeiested in each specific location
of production). High-level agricultural researcletd is too scarce to permit the
Region to indulge in uneconomic duplication of egsé activities.

Sixth and finally, many of the aboweentioned forms of regional collaboratior
Agriculture could be implemented either as natigrajects forming part of a
regional programme or by joint-venture projectsa&n more than one country,
including of course purely private sector ventuteghis regard a special device
for facilitating such joint ventures (such as th®RICOM Enterprise Regime)
would be essential.

In reviewing the possibilities of intra-regionahdie, whether in engdroducts or il
inputs, the transportation factor looms large patérly where, as in the case of
some of the OECS countries and Belize, volumes rggavithin the Region me
not be very large in absolute terms at this painttme. The consequence is often
infrequency and irregularity of service by the Wieslies Shipping Corporation
(WISCO) to these countries. Nevertheless, WISCQides an important suppc
and would provide an essential "fall-back” servieeen if private sector



initiatives are taken to strengthen the availabdihd frequency of intra-regional
sea transportation for the OECS countries and Befizpositive step has recently
been taken by the CARICOM Standing Committee ofiMers responsible for
Transportation in the form of a Decision, baseaaqmoposal by the Prime
Minister of Barbados, to study the feasibility ol SCO becoming the regional
shippng line for both intra- and extra-regionalvsees.

The Standing Committee of Ministers responsibleAgriculture of the
Caribbean Community is due to finalise a mediurmteggional agricultural
programme next month. This action programme wilagong way towards the
accelerated implementation of the Regional Food Rlaw called the Regional
Food and Nutrition Strategy). Regional MinistersAgfriculture are also aware of
one corollary of this - the need to secure addaisasources from external
sources for the Caribbean Food Corporation.

| find it necessary before | conclude to make twieftsets of observations on t
most important areas allied to food and agricultUfesheries and the
Environment (particularly Forests).

Importance of the Fisheries Sector

It would be remiss of me in a Statement dealingmtsally with increasing food
production and diver sifying agriculture in the (Baean if | did not say
something on the fisheries sector which, apart fitsmpotential for reducing
expenditure on imports and for increasing expamiegs (particularly with
respect to sea-foods such as shrimp and lobsterpvide a valuable source of
nutrition to the people of the Region.

Recent enlargement of the Exclusive Economic Z&&eZ{ has had the effect of
increasing national maritime boundaries and hemasaritreased potential fishing
areas. At the same time the sector in the Regiohasacterised by a relatively
large number of small-scale artisanal fishermenthrsg coupled with the lack of
storage facilities and poor marketing systems téirtiie extent to which the
increased potential can be exploited. Also of rahee in this context is the
underdevelopment of the modern trawler fishing stduin the Region - a matter
of some irony in view of the fact that fishing tdaws from many countries of the
world operate within our Exclusive Economic Zoneazersification of the

fishing systems in the Region, including where if@dasaquaculture (or inland
fisheries), is thus an important aspect of stratigigned to increase regional
food production and diversify agriculture.

Fisheries development must have, as essential arenpx) the following
elements:



J.

a. Increased facilities for storage and distributiémlomestic fish supplies;

b. encouragement of joint-venture activities for inthas$ exploitation of the
enlarged resource generated by the Exclusive Ecenoome;

c. efficient pricing policies; and

d. the provision of effective training facilities iroth artisanal and trawler
fishing techniques and the related activities sachoat building and fish
handling and processing.

Importance of the Environment (particularly Forgsts

One aspect of conditionality that is becoming iasiegly important, and one
which the Bank must take cognisance of, is the toqpresf environmental impact
of investments in development projects. In the exnof the agricultural sector
this impinges directly on the question of foregligdtion. Over the past twenty
years or so the Region has become more profligateei abuse and
underutilisation of its forest resources, to theeekthat in a number of the
countries the position is approaching crisis pdtat. example, the widespread
practice of burning and shifting cultivation hasukted in the devastation of lar
areas of forest throughout the Region, seriouspaiinng the effectiveness of
many water catchment areas. Extensive soil empsi@ silting of stream and riy
beds, regular flooding, declining stream flow andreexorable decline of soil
fertility have collectively resulted in significadeclines in agricultural yields th
are difficult to reverse.

The CDB, | believe, has no alternative but to exsmore carefully the
environmental impact of its projects and where ssagy include conditions that
will minimise the environmental degradation. At geme time Governments
must begin to tackle the conservation and developwieForests with a greater
sense of urgency.

Role of CDB and Other Lending and AID Agencies

From its inception in 1970 the Caribbean DevelopnBamk has been providing
financial and technical assistance to the agricailtsector - both directly and
indirectly through the nationalDevelopment Bank®erelopment Finance
Corporations (DFCs). At the end of 1986 net ditentling to the agricultural
sector (farming, livestock and fisheries) amourited S$33.6 million and
indirect lending through the DFCs to US$50 millidine Bank also lent for
agricultural infrastructure (including lending figreder roads, rural electrificatic
rural water supplies and main roads into rural geehe amount lent for feeder



roads alone was US$27.4 million. Some financinggsfcultural processing by
the Bank also took place. The Bank's Board of Dinescdecided recently that
CDB should also enter into sectoral lending in@gture and other sectors.

The Bank has also provided considerable techngsastance to borrowing
member countries in the identification, preparatiomplementation and
supervision phases of agricultural projects. Texdrsooperation has also taken
place between the Bank and other regional institistinvolved in agricultural
development such as the Caribbean Community Seiatetae Caribbean Food
Corporation, the OECS Secretariat and CARDI.

However, the Bank has been only one provider as&sxe to the agricultural
and rural development sectors. Many other multigtenancial institutions and
bilateral aid agencies have been involved in st to the Region in
agricultural and rural development.

But the Bank is concerned that what is neededasdigation and rationalisation
on the part of the numerous sources of agriculfurading and technical
assistance in the Region.

Above all, perhaps even more than funding, thecaljtral sector in the Region
needs sound and consistent government macro-ecoromiisectoral and sub-
sectoral policies if substantial progress is tableieved with regard to
agricultural diversification and development.

IV.  CONCLUDING OBSERVATIONS

Mr. Chairman, Distinguished Governors, MembershefBoard of Directors, Your
Excellencies, Observers, Guests:

| end my Statement with a few brief concluding aleagons:

1. An underlying theme of this Statement is that thmplexity of the agricultural
diversification process demands that we take astiohiew. Attempting to deal
with any one factor - credit availability, markegirtechnology, land distribution
and tenure systems, macro-economic policies oastriucture - without at the
same time dealing with the others is likely to Ibsuccessful.

2. The macro-economic framework of the respective treesxmust be conducive to
agricultural investments in the areas we percesvieeseficial. It is important that
we recognise the pervasive effect that macro-ecanpaiicies have on the
agricultural development process and in partictilarcentral role that prices (as
well as "good" governmental interventions) playhis process.



3. Inadequacies in agricultural marketing systemsraathods act as a serious
constraint to the increase of food production émal and regional consumption
and exports of non-traditional agricultural producttside the Region.

4. Both regional and national efforts should go hanband in the transformation
and diversification of our Agriculture. It is enaaging that greater impetus is
now being given by governments to the acceleratgdementation of the
Regional Food Plan (or Food and Nutrition Strategyfive-year medium-term
regional agricultural programme, paying attentioh anly to production
possibilities but also to market access, is todesdered by the CARICOM
Standing Committee of Ministers responsible foriégiture who in turn will
submit the programme to the Conference of Head&ookrnment in early July
for its consideration. In this context, it is a teatof great urgency that increased
efforts be made by the Governments of the Regionig® additional funds from
external sources for the Caribbean Food Corpord@#icC), one of the major
instruments of the Regional Food Plan. The CFOnleasadopted the policy of
emphasising investment and loans in private sgxtgects or joint government
and private sector projects.

5. An all-out effort by regional governments shouldnbade to rationalise and
coordinate agricultural research work now beingiedrout by national bodies
and by regional institutions such as CARDI andRheulty of Agriculture of the
University of the West Indies. Both regional ingtibns are indispensable in the
agricultural research process.

6. CDB would wish to continue and, where feasiblegmsify its role in lending and
providing technical assistance for agriculturaledsification; but we believe that
it is of great importance to more effectively caaate and rationalise all the
many forms of financial and technical support fus tactivity being made
available by various multilateral and bilateral sm@s of support.

7. We should recognise that the prospects for a kerdture for Caribbean
agriculture depend crucially on the entry of youngied reasonably well educa
people into full-time (and to a lesser extent pianie) agricultural activity
organised along business lines.

8. Finally, and not least, the West Indian public widive to accept that a greater
degree of local and regional import substitutiod eeplacement in food and
agriculture will most likely entail in some casesreewhat higher prices for the
food they consume, since so much of the food whiehmport is highly
subsidised by the developed country exportersitdsitcost is almost certain to
be greatly exceeded by the benefits of a stronggmaore diversified economy,
long-term structural improvement in the balanceafments and expanded
productive employment opportunities.



1/ Canadian International Development Agency, 188%iew of Agricultural
Diversification in the O.E.C.S., Volume 1, Main Rep

2/ More difficult to implement would be a regiomabgramming or "allocation”
approach under which certain specific products bélpromoted in particular countries
or sub-groups - even if the countries concerned moayecessarily be the lowest-cost
location for production. This regional programmaurg‘allocation” approach could
include the granting of the right to CARICOM coue$r

to deny Common Market origin to imports from a membountry which violates the
programming or allocation scheme. This would, tptb& least, be extremely difficult to
implement, but | have no doubt that the CARICOM diers of Agriculture, advised by
their technocrats, will come up with a realistidh@ther positive or negative) answer at
their Meeting in June.



Appendix 1

LIST OF DIVERSIFICATION PRODUCTS OF SUGAR CANE

. BASED ON SUGAR

A.

B.

C.

Traditional Products:

N~ WNE

Refined sugar products e.g. castor sugar
Syrups including invert syrups
Non-alcoholic drinks

Alcoholic drinks

Bakery Products

Confectionery

Powdered drink mixes

Food Products

Non-Traditional Products:

1.

oahwn

Fermentation Products including organic acids, kamtgums,
antibiotics, dextrans, and gluconates

Sucrochemicals e.g. sucrodetergents

Sucroesters, sorbital (thence to vitamin C)

Alcoholic beverages

Animal feeds - for non-ruminants

Sugar charcoalCaramel

BASED ON MOLASSES

N =

Alcoholic drinks

Other fermentation products e.g. organic acidsetsakeast, single
cell protein

Invert syrups

Animal feeds for ruminants and non-ruminants



D. BASED ON BAGASSE

Fuel

Pulp and Paper

Cellulose

Board and building materials
Animal feeds

agrwnE

E. BASED ON FILTER PRESS MUD

Fertilisers and soil conditioners
Waxes

Building materials extenders
Animal feeds

PwonNPE

F. BASED ON FLY ASH

1. Building materials

G. BASED ON CANE JUICE

1. Fermentation products e.g. alcohol, vinegar, destravour
enhancers
2. Alcoholic and non-alcoholic drinks

H. BASED ON THE SUGAR CANE PLANT

1. Animal feeds for ruminants



2. Board and building materials1/

1/ It should be noted that a by-product of greatpse - ethanol - is not included in this
list.

Appendix 2
USE OF SUGAR-CANE AS LIVESTOCK FEED

The sugar-cane plant can be used for feeding rurtsna two ways - as sugarfith, the
name given to the product after a sugar-cane sgl&ssed through a machine that
removes the hard outer rind; and chopped canehichvthe whole sugar-cane plant
(including the cane tops) is chopped, utilising\amtional forage chopping equipment.
Existing research has not demonstrated any signifidifference between sugar-fith and
chopped cane in terms of animal performance. Together with the fact that the
derinding technology is still in its developmergtdge, suggests that chopping is the
process more likely to find commercial applicataireast in the near term.

The advantage of sugar-cane as an animal feed §temgshe plant's very efficient
photosynthetic ability, resulting in very high ydelof convertible energy per hectare and
the fact that such energy is available during tlyesdason when production of traditio
forages tends to be low or nonexistent. This méaatsa livestock enterprise based on
sugar-cane could afford much higher stocking dessthan that permitted with common
pasture grasses - available data suggesting stpciies of 8-10 animal units per hectare
compared to 2-3 on improved pasture. Sugar- caweadsiles well, indicating that the
crop can be harvested during the period of itsésghutritive value and conserved for
year-round use. Interestingly too, the acceptaiilitthe sugar-cane ration to ruminants
is increased when molasses is added as a supple®uggaireane as a major ingredient
animal ration is thus also significant from thegpective of the linkages it creates within
the agricultural sector itself.



