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Executive SUMMARY

1. INTRODUCTION

This study on the Competitiveness of Hot Pepper is part afgarlatudy commissioned by the
CARICOM Regional Transformation Programme for Agriculture. pragect seeks to evaluate the
international competitiveness of selected agricultural comneadiincluding Hot Pepper, papaya,

sweet potato, coconuts and small ruminants.

The Competitiveness evaluation is the final component of thalbstudy on Hot Pepper. It was
preceded by a Review of the Policies in the CARICOM countriekided in the study and a
Market Intelligence Report on Hot Pepper. Seven countries iwelteded in the Competitiveness
Study of Hot Pepper, namely: Barbados, Belize, Guyana, Jamaitacig, St Vincent and the

Grenadines and Trinidad and Tobago.

Competitiveness of Hot Pepper was analyzed with respect textnarregional markets: the USA
(focusing on the Miami and New York Terminal markets), thedtasCanadian market (focusing
on the Toronto Food and Montreal Terminals) and the United Kingdom madtkstinformed by

the findings of two sets of studies conducted as part of thelbWwTP project — the Market

Intelligence Studies and the Industry Productivity and Cost of ProductioreStudi

Seven countries were identified for the Hot Pepper compaiiss studies: Barbados, Belize,

Guyana, Jamaica, St Lucia, St Vincent & the Grenadines and Trinidad&go.

This Executive Summary of the Report loidustry Competitiveness and Development Strategies
for Hot Pepper comprises seven sections. The methodology fdwatea of International
competitiveness is presented in Section 2, followed in SechipiiBe main findings of the Market
Intelligence Analysis for Hot Pepper with respect to expontkata. The model on International
competitiveness required information on the cost of growing Hot Peppenretised surveys and
field work in the seven countries for which the study was commissiam&kdtion 4, the results of
the cost of production estimates for Hot Pepper production in #jer rgrowing areas of the

various countries are presented.
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Section 5 presents the Hot Pepper competitiveness analygdiasen on this analysis in Section 6
we have identified the aspects of Hot Pepper production that $etinee of inefficiency/high cost.
The final section of this Summary (Section 7) presents our paispos the Strategies and Drivers

for the Development of Hot Pepper into a viable and competitive Industry.

2. METHODOLOGY: MEASURING COMPETITIVENESS

The methodology for quantitative evaluation of competitivenesdased on cost / price
competitiveness of Pepper exports into a given market. Emgerthe analysis attempts to
determine whether our farmers and exporters could deliver ayqpattiuct of the preferred
variety on a timely basis and in commercially economicalmels to the market at prices that are
competitive with our main competitors in those markets. Tiadytical model therefore builds up
cost (simulation) along the value chain from the farm gate td¢hminal Wholesale market of the

importing country.

The Flow Chart in Figure 5.1 identifies the typical intermadsaand items of cost along the
marketing chain that associated with Hot Pepper exports to-rexfienal markets. Final landed
cost at the export market destination includes the following:

1. Production cost, including primary packing and other on-farm post harvest costs
Entrepreneurial margin for the producer
Transport to a packinghouse
Packinghouse costs — sorting, grading, packing, packing materiagestor
Entrepreneurial Margin for the packer / exporter

Administration cost: satisfying export protocols and documentation

N o o bk~ Db

Transport and handling from the packing house to the export ter(typeacally the
airport)

8. Cost of air transport to the destination country/market

9. Receiving and handling cost at the receiving airport

10. Transport from the receiving airport to the designated produce terminal

11. Entrepreneurial margin for the Importer
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Competitiveness is measured by comparing Hieal Landed Cost (FLC) at the market
destination with the average wholesale price of Pepper ofathe sariety and grade/quality. Our
measure of competitiveness is tBXPORT COMPETITIVENESS COEFFICIENT (ECC)
defined as the ratio the Final Landed Cost of Pepper tcatkeagewholesale price at the
Terminal Market (TWP):

ECC=FLC/TWP e, Eqg'n (1)
Where: ECC = export competitiveness coefficient
FLC = the final landed price at the export madestination

TWP = average wholesale price of Hot Peppereaeitport terminal market

Exports are considered price competitive when the ECC < 1. Theedefjcompetitiveness or
uncompetitiveness (ECCD) is measured by the difference éetitee value 1 and the ECC. A
positive ECCD value indicates a competitive export wheraaegative value for ECCD indicates
that the export is not competitive. For example, when ECC = 0.85B6€D = 0.15. The ECCD

therefore measures the extent to which landed price is be®tetminal wholesale market price.
In this example, the exported product arrives in the terminal maftleecost that is 15 % below the
prevailing terminal wholesale price, clearly a competitive position.

ECCD= 1— ECC  ooovvoeieeieeeeeee e, Eqn (2)

Where ECCD = degree of competitiveness
ECCD > 1 indicates a competitive export

ECCD < 1 indicates an uncompetitive export
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Figure 5.1 Flow Chart Showing Major Supply Operatins from farm to all market
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3. MARKET INTELLIGENCE: SOURCES OF COMPETITION

Caribbean Hot Peppers are widely consumed locally in the fresh bmth at the household and
food service industry levels. Additionally, significant quangitig into local processing of pepper-
based products as well as exports to both North America and thead iitgdom. With respect to
both the local processing and export markets, Caribbean producersrfgoing competition. In
the case of the former, processors periodically have to ingepper mash to augment local
supplies of fresh pepper either on account of shortfall in supgtid®r due to relatively higher
prices prevailing on the local market. This is so in spftéhe fact that some processors have
indicated a willingness to pay a premium for local Caribbean peppecause of superior

pungency and flavour.

The market intelligence study revealed that amongst the ajor markets of relevance to
CARICOM, the USA is by far the most attractive in termsof size, price, proximity and the
potential for growth. The Canadian market is relatively small and so is the UK. Fhenbrket is
dominated by African and Asian suppliers. Mexico is the majppker of Chilies to the North
American market, dominating that market with the supply of varless pungent varieties. In
recent times, however, Mexico has been producing and exportingsimgevolumes of habaneros
to the USA and Canada. Other competitors in the USA and Canadiketsnare the Dominican
Republic as well supplies emanating from the south east Ulsdlatter is restricted to a growing

season with a narrow window.

Although West Indian Hot Peppers are well known in the markee gtactheir superior flavours
and pungency, increasing supplies from two low cost producers, MexicahanBominican
Republic, are now intensifying competition for our exporters. Thdlecige for CARICOM
producers and exporters of Hot Peppers is to improve the costrefficé their operations while

maintaining and improving quality.
For the purposes of the competitiveness analysis, we have d@akenservative approach with

respect to the expected export market prices selectedef@nalysis. Accordingly, the low of the

terminal average wholesale prices were selected for the an@ldile 5.3).
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Table 5.3: Wholesale Hot Pepper Prices at Selectec@ort Market Terminals (2003/05 Av.)

HABANERO SCOTCH BONNET
M ARKETS
(USDKG) (USDKG)
Low PRICE HIGH PRICE Low PRICE

MIAMI 4.06 4.50 4.33
NEW Y ORK 3.96 5.11 4.84
TORONTO 4.37 5.81 -
UNITED KINGDOM 3.94 8.16 4.10

4. COST OF PRODUCTION OF HOT PEPPER

Key inputs into the competitiveness analysis are informatigoreductivity and cost efficiency of
Hot Pepper production. Studies were conducted on Hot Pepper produactien major growing
areas of the various countries using sample data or re@@geriarms. These studies estimated
the cost of growing Hot Pepper as well as analyzing the struaftwast with respect to the various
cultural operations. The analysis also included a comparisohesk tcosts across the Region
(Table 4.1).

In all seven countries, we found that the variety of Hot Pegrmewvn was mainly of the ‘Scotch
Bonnet’ and ‘Habanero’ types and various landraces. Only in theotdaenaica did we note some
production of almost “pure” scotch bonnet. Accordingly, for Jamaicggregent costs for both the
Scotch Bonnet variety and Habanero / Scotch Bonnet types. In Gugahadrieties included the
Wiri Wiri, Tiger toothand Suriname CherryHowever, our costing was with respect to Habanero

production.

With the exception of Jamaica and Trinidad and Tobago, the otheriesuygnerally had one or
two major growing areas. In the case of Jamaica and Trinidatiabatjo where there was a wide
range of systems/growing areas, we have grouped these irgorgggebased on the level of cost

efficiency. These together with our estimate of unit costs areqeabsin Table 5.1.

Table 4.1 presents the cost of production estimates forefresentative farms in the various
countries. These cost ranged from a low of 23 US cents /kgféomain Jamaica to a high of USD

1.27/kg for a farm in Trinidad. Generally, Jamaica and Trinidatldueme of the farms with the
-6 -
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lowest unit cot of production for Hot Peppers. On the other hand Gwm@ha8Barbados had
relatively high costs.

Table 5.1:Benchmark Data on Cost of Production of idt Peppers in CARICOM

| 32
TRINIDAD AND TOBAGO 11 56

1l 79

SCOTCHBONNET | 40
SCOTCHBONNET I 65
| 24

1 37

11 47

vV 71
BELIZE | 56

JAMAICA

ST LUCIA | 52

BARBADOS 1 81

NOTE WHERE VARIETY NOT SPECIFIED THE TYPE COULD INCLUSEEDTCH BONNET TYREABANERO OR VARIOUS MIXES
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Table 4.1: Summary Cost of Production Comparison Hot Pepper (USD cents/kg)

JAMAICA (Scotch Bonnet)

JMM JMO'
PEN/ | JMLUC/ | H/ST
JMG/S | CL/S | HAN/S | CAT/

TM/SB B B SB

IOperations
Chem
Cost /kg 5.24 20.75 31.01 9.23 18.3 13.6D 13.96 2.35 11/914.06 14.07 13.98 12.21 8.76] 19.98 48.89 14.94 7.09 7.66 14.12
Irrigation
Cost/kg 5.31 12.87 11.06 9.48 6.98 5.46 1.2 0.9p 0.0 0.00 0.00 0.00 0.00 0.00| 1.43 1.10 7.30 13.66 8.94 21.00
Fertilizer
Cost/kg 3.60 48.94 15.71 16.92, 9.19 13.3¢ 5.64 5.16 6.82 3.08 5.98 5.68 7.68 5.98| 0.98 8.49 4.41 2.91 12.23 1.61
Land Prep
kg 1.27 7.45 2.18 1.25 1.40 1.70 3.07] 8.64 6.18 1.01 16.67 3.33 3.48 2.78| 4.47 3.45 0.40 6.10 1.39 1.54
Other
plant
costs 16.58 36.99 19.04 19.12 14.1) 14.9 23.1L 19.91 46(14 15.85 26.28 38.01 11.63 22.48 34.14 43.07 28.95 14.24 17.78 42.73
Cost /k 32 127 79 56 50 49 47 37 71 24 63 61 65 40 61 105 56 44 48 81
13. Yield
kg/ha 28068

Yield (000
kg/ha)




5. HOT PEPPER COMPETITIVENESS

We now present the results of the competitiveness analysisiirgirg the relative position of the
major Pepper exporting countries, including the different clugrengps of producers within each.
Firstly, the analysis attempts to identify the factors wihijiske rise to competitive exports or lack
thereof. In particular, we determine which of the following factwage the greatest influence on
the final competitiveness position: the level of farm productiort, cais freight cost and/or
Terminal Market Price.

The level of competitiveness for the sample farms in the praducing areas across the Region is
presented in Figures 5.2 — 5.5. Each figure represents the situétiorespect to one of the four
export markets — Miami, New York, Toronto, the UK. We note tileviing general conclusions
from the analysis with respect to firstly, the competitiveness of ptiodua the selected countries;

and secondly, the attractiveness of the various markets for CARICOM exgoort

(i) Competitiveness of Hot Pepper Production in CARICOM

Generally, we note the following patterns:
Among all seven countrieslamaica is the most competitivein the four export
markets analyzed. Scotch Bonnet production Cost Efficiency Ldvehnd
Habanero/Scotch Bonnet types Efficiency Levels |, Il & i &ighly competitive in
both the Miami and New York Markets. This position is influenced in part by the muc

lower freight costs on account of closer proximity to these markets.

Trinidad and Tobago is only competitive in the Miami and Torontokistar In the
case of Miami, only Farms of Efficiency Levels | & Il atempetitive whereas only
Level | production is competitive in Toronto.

Guyana and Barbados aret Competitive in any of these markets

St Lucia, St Vincent & the Grenadines and Belize are onlypetitive in the Miami

Market. The first two are only marginally competitive in the TorontoKkei

(i) Market Attractiveness:

-9-
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With respect to the four markets analyzed we note the following:
Among the four markets, the UK market is the least attatd CARICOM exporters
of Hot Pepper on account of the much higher freight cost and gselatdively lower
prices offered (attractiveness is reflected by the degree of citirgredss).
Overall, the most attractive market for CARICOM in termf the degree of
competitiveness is the Miami Market based on relatively gowaxks (second highest
for Habanero) and lower freight cost to this destination.

The New York Market and Toronto Markets are attractivenarily to Jamaican

exporters benefiting mainly from the lower freight cost.
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5.2 Break-even Cost of Production

We now examine the cost efficiency that must be achievdd datm production level in order to
compete in the various markets based. Working back from thensdrmiarket prices used in the
competitiveness analysis, the breakeven cost at the faghvi@s simulated. Clearly, the greater
the air freight cost or further the market is from the etipgrcountry, the lower would be the ex
farm cost required to just achieve (break-even) competitbgeire the target market. Generally
then, the larger the transportation cost to get products to #nketnthe greater would be the

production efficiency required in order to be competitive.

The break-even cost for the various countries to each of theerexfional markets is presented in
Table 5.4. As an example, in order to export habaneros competitivily kiami market, farmers
in Jamaica could have a production cost as high as USD 1.00 / kgash&inidad and Tobago’s
farmers have to be more efficient, containing their cost bel&® 0.71 /kg. Similarly in Belize ex
farm cost must be below USD 0.68 / kg in order to export compdyitte Miami. The table thus
reflects, via the breakeven cost, the influence of AigfreiCost on Competitiveness of the Hot

Pepper industry in export markets.

The table also shows the influence of market prices on campatiss. For example, because the

New York market offers a lower price for Habanero than Niidne breakeven production cost for

-12 -
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Trinidad and Tobago’'s exports to the former is USP9fkg, compared to USD 0.71 /kg for

exports to the Miami market.

Table 5.4: Market Derived Breakeven Farm ProductionCosts

Breakeven Farm Prodn Cost (Req'd to Achieve

COST Prodn .
Country EFFICIENCY Cost (US o Competitiveness) (US cents /kg)
LEVEL cents / kg) Miami New York Toronto UK Market
Market Market Market

PEN— | 32 71 29 44 18
Trinidad an

Tobago I 56 71 29 44 18

1l 79 71 29 44 18

Scotch Bonnet 40 110 114 98 63

Scotch Bonnet 65 110 114 98 63

. | 24 100 78 98 63

Jamaica

Il 36 100 78 98 63

1] 47 100 78 98 63

v 68 100 78 98 63

Belize [ 56 68 28 23 -44

. | 61 56 46 42 28

tyana I 105 56 46 42 28

St Vincent [ 44 73 39 55/ 28

St Lucia [ 52 73 39 55 28

Barbados | 81 73 39 55 28

5.3 Competitiveness Gap Analysis

The Gap Analysis mirrors the competitiveness indicator, thelE@alculates the Margin in US
cents/kg by which ex-farm costs are below the breakeven expsirircthe case of competitive
farms. Where exports are not competitive, the Gap Analysis ginee margin (negative)by which
ex-farm costs are above the Breakeven Export Cost. A posiiamgin therefore gives an
indication of the level of profitability of exports to a giverarket from the farms that characterize
the particular groupConversely, the negative margin measures the vel of improvemten cost
efficiency that is required (i.e., the amount by which exgrm cost must be reduced) to make

exports competitive

The results of the Gap Analysis are presented in Figures 5.6 Jaf8ican exports enjoy positive
margins in almost all markets with the largest surpluseergdly accruing to exports to the Miami

market and the lowest in the UK market. In fact, the resudisate that only Jamaican exports are
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competitive in the UK market. In the case of JamaicaricBcBonnet exports, these enjoy their

largest margins (US 74 and 49 cents /kg) in the New York market.

As noted earlier Guyana and Barbados are not competitive infahg markets analyzed. Should
these countries wish to enter the export market, then th@tosgtect is the Miami market. In such
a case Pepper producers in Guyana would need to reduce essfirhy at least US 5 cents /kg in
the case of Berbice producers and US 49 cents in the case otgnoth East Essequibo (Parika

District). In the case of Barbados, the reduction required in ex-farnisé®$1S cents;

St Vincent & the Grenadines and St Lucia both enjoy sueplos positive margins with respect to
Pepper export into the Miami market, respectively US 29 antlR1Icents/kg. In the case of
Trinidad and Tobago exports are only competitive in the Miamti &oronto markets. In the
former, the margin by which Breakeven Export Cost exceeds produaginsc39 cents with
respect to production from farms in Efficiency Farm Cludteand 15 cents in the case of cost
efficiency level 2. Belize’'s competitiveness position in thari market is only marginal, having

a margin of 12 cents.
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6. OPPORTUNITIES FOR REDUCING COST & ENHANCING COMPETITIVENE SS

Broadly, competitiveness may be enhanced using strategies faedastion or improving yields

or both. We discuss opportunities within these broad areas .below.

Distribution of Yields

The twenty sample farms selected for the study of costs and produdimwted crop yields of Hot
Pepper ranging from about 45,000 kg/ha to as low as 7,500 kg per l{eagare 6.2). Generally,
the data suggest a strong correlation between yield andctsabn a per hectare basis (Figure
6.1). Farms in Trinidad & Tobago showed the highest yields. Howévsrwas achieved at
substantial cost since most of these farms also had the haglstgier hectare, regionally (Figure
6.3).

One of the major items of cost influencing the level ofdseis that for chemicals (including
application cost) associated with pest, disease and weed cdntriolterpreting the cost data
(measured on a per hectare basis) we should note that total production coshituaisced by the
length of the crop. In most of the countries other than TriniddBago, the duration of harvest
for Hot Pepper ranges from 4 — 6 months. The crop in Trinidad & Tobagld often go beyond
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this. Accordingly, the longer the duration of harvest, the gréfateyield as well as cost; the latter

associated mainly with crop maintenance and harvesting.

Four of the six Trinidad & Tobago farms reported yields in exce28§,000 kg/ha with the highest
reported at almost 45,000 kg/ha (Figure 6.2). These yields félinvand exceed the potential of
23, 000 — 33,000 kg/ha for Hot Pepper as suggested by CARDI. Figurs®shaivs the lowest

yields in the Region are obtained in Guyana and Jamaica.

In the case of Jamaica, the technology is less intensive ttiet for Trinidad & Tobago.
Accordingly, application rates for agrochemicals and feetilzneasured on a unit land area basis)
are generally much lower than in Trinidad & Tobago, resultingiefdy that were below 10,000
kg/ha for six of the eight farms. Guyana’s situation reflects bwhlower intensity of inputs in

production as well as climatic impact on productivity, mainly rainfall.

St Lucia and Barbados have reported yields of approximately (20,0@0kdhese are relatively
high in comparison to Jamaica, but significantly below the tagdad & Tobago farms. Yields in

Belize and St Vincent & the Grenadines were slightly below, at appradyriat,000 kg/ha.

Distribution of Total Production Cost (Hectare Basis)

The distribution of production cost, measured on a land unit basis réjecso varies widely
across the Region. Farms in Jamaica report the lowest anging from USD 3,000 — USD 6,000
/ha (Figure 6.3). At the other extreme, as noted above, the foosBarbados and one of the
Trinidad & Tobago farms were in excess of USD 20,000 /ha. Gdnars in Trinidad & Tobago
achieved production cost ranging from about USD 14,000 /ha to USD 23,560 /ha.

Opportunities for Improving Cost: Efficiency Targets

Table 6.3 disaggregates the Cost of Production for the sdamphs into the main cost centres
corresponding to the various cultural operations. Targets, represntels of efficiency that are
achievable with good management, were then established focestccentre. Since our sample of
farms represented the main technologies in the major Peppemgravweas in CARICOM, a
comparative analysis of the cost data across the regiondptbeai basis for establishing realistic

targets with respect cost efficiency.
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In this regard we note that three of the four major cost ceirirelot Pepper production relate to

the use of imported inputs. These are as follows:

Application of agro chemicals for pest, disease and weed control
Application of fertilizer

Irrigation (imported capital items)

—— Yield (kg/ha) —@— Total Cost (USD/Ha]

-18 -
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Given the high component of imported cost associated with thesatiops, we think it
appropriate to develop Caribbean wide measures of cost effjcfer them. In comparing the unit
cost (USD/kg of output) for these operations we note a widabikily in the level of efficiency
across the region. Further, we are convinced that with improvaadagement, many of the
producers across the Region should be able to achieve a much highef st efficiency. In an
attempt to provide incentives for improving efficiency we énagtablished efficiency targets with
respect to each cost centre. These targets correspond tmptbee-third of the industry (Table
6.2).

-19 -
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The fourth major item of cost is harvesting. This operatidakiseur intensive and to some extent
depends on the cost of labour in the various countries. Unlikeoghétems discussed above which
are comparable at a regional level, the comparison of hemyesist must necessarily be restricted
to a comparison with other farms in the country. Comparing in-cotiainyesting cost in Table 6.3

clearly identifies those producers whose costs are excessivendinging opportunities..
Finally, although land preparation costs are relatively sntladire are obvious opportunities to

reduce cost through mechanization. Accordingly, we have proposexd aftcency target of 3.1

US cents/kg, of produce for this cost center equivalent to the top one thielinéustry.
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Table 6.2: Efficiency Targets for the Main Producton Operations in Hot Pepper

RANGE OF UNIT COST EFFICIENCY
ITEM / CULTURAL
VALUES FOR CARICOM TARGET
OPERATION
(USCENTS /KG) (USCENTS/KG)

CHEMICAL APPLICATION 2.4—68.9 <14
FERTILIZER 1-48.9 <6
IRRIGATION 0-21 <9.5
LAND PREPARATION 0.4-16.7 <3.1
HARVESTING 1.8—28.6

Using the targets presented above, Table 6.3 identifies a# tases where cost could be reduced
significantly (red) and others where the scope for rednag relatively small (yellow). The data
indicate that farms in Trinidad & Tobago are generally attarzed by very high chemical and
fertilizer use per unit of Pepper output. Also irrigation quest unit of output is excessive. In the
case of Jamaica cost of these operations per unit of output are only mygdegatbut nonetheless
could be reduced. Farms in Guyana, Belize and Barbados show high chesaigal per kg of
Pepper produced and in St Lucia, St Vincent & the Grenadines abddda, irrigation costs per
unit of output are quite high. Additionally, fertilizer usage/quest unit of Pepper produced is also
high in St Lucia.

Unit cost for the various cost centres may be reduced taatgettefficiency level through two
mechanisms, by increasing yields and/or through more optimalcafipti of the inputs. In the
case of farms in Trinidad & Tobago, the data indicate high claraia fertilizer cost while also
achieving high yields. Since the yields being realized aréwelya high then the strategy to reduce
cost may require action aimed at mainly optimization of insat and some effort towards further

increases in yield.

In the case of Jamaica, total expenditure per hectare on chamitcéertilizer usage is relatively
low. However the unit costs for these operations are modetat#, primarily on account of the
relatively lower yields. Through improved agronomic practitkes, scope for yield increases is
significant. This in turn would lower unit costs for these opanat Here too there appears to be

opportunity for optimizing input usage.
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Low yields in Guyana are primarily responsible for the higkenadlal cost. The level of
productivity is adversely affected by a number of factors inodiimate. Much work is needed

to improve the agronomy of the crop in Guyana.
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Table 6.3: Identification of Factors for EnhancingEfficiency & Competitiveness: Yields and Cost Items

Unit Unit Cost of Operation (USD /kg) Cost
Location of Sample Farm Cost Fact_o_rs
(Usb/ Harvesti Requiring
kg) ng Improvement
1| Caroni North 32 11.7 nil
2 | Wallerfield 127 All costs
3 | Caura 79 7.8 C F 1
4 | S/grande 56 10.6 F.l
5 | Moruga 49 7.8 C,F
6 | Moruga 50 8.6 F
1| Gayle/St Mary: Mech/Rain 47 6.7 l, c
2 | Gr Is/Han: Man/irrig 37 1.8 L
3 | M.pen/Clar: Mech/Rain 71 4.4 L,f
4 | Trinity Ville/St Thom: mech/Rain 24 4.2 nil
5 | Gayle/St Mary /Rain: Man/Rain 63 7.4 L,c
6 | M.pen/Clar: Mech/Rain 61 6.7 lc, f
7 | Lucea/ Han: Mech / Rain 65 I f
8 | Old Har /St Cath: Mech/Rainfed 40 OK
1 | Berbice 61 L, C, hv
2 | Parika I, C, f, hv
11.0 C
Georgetown 3.3 L,l
Mabouya / Dennery 52 7.0 F, I
81 28.6 C, |

Range of Value
Very High Cost
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7. INDUSTRY DEVELOPMENT STRATEGY: THE WAY FORWARD

On the basis of the analyses conducted on the Hot Pepper industig seven CARICOM
countries studied, we have identified the strategic areasept@mtion for industry transformation.

These are briefly outlined below with further elaboration in Section 7 of #ive n@port.

7.1 Platform for Industrialization of Hot Pepper

Our proposal for the transformation of the CARICOM Hot Pepper tndis grounded on the

following four platforms:
)] The valuable genetic resources associated with West Indian Peppers
(i) Know how in Hot Pepper production technology by Caribbean farmers
(iii) Suitability of Hot Pepper production as a small farmer crop

(iv) A Growing market for Hot Peppers and spicy foods

7.1.1 West Indian Hot Pepper Genetic Resource

The single most important asset around which a CARICOM Hot Psppeld be developed is the
region’s excellent quality of indigenous genetic material. Kmpong these is the Scotch Bonnet
variety (Jamaica), the Congo Pepper (Trinidad & Tobago), the Wiri (Guyana) and the
Suriname Cherry (Suriname & Guyana). Among these, the first two mentionée &est known.
They have been highly rated for their flavour and pungency, both lite tese as well as for
processing and in both the domestic and export markets. CARICOMédpier varieties therefore
provide an important source of competitive advantage with respettte fresh and processed

markets.

7.1.2 Caribbean Experience & Know How in Pepper Production Technoby

The second platform on which a viable CARICOM Hot Pepper inglssbuld be developed is the
experience, technology and know how of the Region’s producers, dlinrsethum scale farmers.
While there is scope for achieving higher levels of produgtiand efficiency in production,
generally producers as well as scientists, particularlyimdad & Tobago and Jamaica, are quite

knowledge on crop agronomy and pest /disease management in Hot Pepperocultivati
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7.1.3 Suitability for Small / Medium Scale Farming & Agricultural Diversification

The third platform on which a CARICOM Hot Pepper industry shouldeld@ment is the
appropriateness of the crop for small to medium scale farmarsuch the development of a Hot
Pepper industry could make a significant contribution to food gg@iven the large numbers of
small farmers in the Region. The Hot Pepper industry could alswiloute to the diversification
efforts away from the traditional exports. It therefore tiees potential for improving economic

conditions in the rural sector.

7.1.4 Growth in the Fiery Foods Market Segment

After stagnating for many years, this segment of the food ehduks shown significant growth in
recent years, with the US market leading. Caribbean exposisaas, sauces and condiments have
also seen significant growth with the potential not yet fekploited. It is therefore timely that the
Caribbean moves up to further processed foodady to cook and ready to ¢adince these
contribute much more to value added. We are therefore of thethiad demand for Hot Pepper

and Pepper—based products provides the fourth platform for industry development.

One constraint faced by agro industry is the cost of raw rakténcluding Hot Pepper.
Accordingly, improving the competitiveness of Hot Pepper couldititei the growth of the agro
processing sector through the provision of raw material aegrihat would allow them to be

competitive.

7.2 Strategies for Development: Five Pillars For Industry Transfomation: An Overview

Our proposals for transformation of the Hot Pepper industry @nvdd by the findings of this
study, including what was observed in the field, discussion wakebblders throughout the value
chain, the market analysis and the results of the analyssg=nped in this report. We are proposing

five pillars that are considered which are strategidtferdevelopment of the Hot Pepper industry.

These are:
)] Development of the genetic resource
(i) Enhancing Productivity and Cost Efficiency in production
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(iii) Development of Value added Products
(iv) Marketing and Trade Facilitation in the main export markets

(v) Provision of Critical Public Goods & Resources for Efficient Pepper Rtimiu

Collectively, these five pillars are expected to transforoh Pepper from its commodity status to
that of a vibrant industry as depicted in Figure 7.1. EaclarPilelps to move Hot Pepper
incrementally from its Commodity Status to that of an Indusirythis regard, Figure 7.1 starts at
the base with the region’s genetic resources. This is gien's key resource for the development
of a viable Hot Pepper industry. However, genetic resourceshdéayselves cannot lead to
transformation. To build on this asset, the industry needs ttabsformed into one that is
competitive. Accordingly, the second pillar focuses on stragégeasures to improve productivity
and cost efficiency. Enhanced competitiveness not only expandseste ffuit segment of the
industry but also facilitates the development of the Value Addedesggthe fourth pillar. Finally,
growth in demand for Hot Peppers, both with respect to the fresh acelsped markets would in
the medium term call for access to key resources and alesiopn of public goods that are critical
for achieving high levels of efficiency. Accordingly, the fiftillar identifies the public sector

support required for industry transformation.
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Figure 7.1: Hot Pepper Industry Development Strategy
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7.3 Specific Policy Requirements for Hot Pepper Development

Policy provides the foundation for the transformation process for anytinéssdepicted in Figure
7.1. Our review of thévlacro and Sectoral policiesof CARICOM countries concluded that the
region’s policy framework today was conducive to enterprise andl@@went. This was as a
result of the substantial restructuring undertaken under Struétdjastment Programmes of the
1980s /early 1990s and the trade policy reforms in the 1990s under the WTO.

The review of the Region’s policy framework noted however, thaitwas required to drive the
process of development for specific industries was the prowdieasential public goods and key
resources. These we have shown in Figure 7.1 as one of theaingtotmation pillars for the

industry. It includes:
Market information/intelligence
Provision of R & D resources
Provision of a quality assurance system (grades, standards andatatifi
Provision of drainage and irrigation infrastructure in the majowgrg areas

Access to arable lands of suitable quality and scale to féeiétficient production

7.4 Strategic Interventions for Industry Development: Drivers of Competitveness
Given proposed pillars on which a viable, dynamic and competitivePdpper industry, our
analyses have identified the specific drivers of industrpmEtitiveness within each of the pillars.
We list these in the box below with an elaboration of the Drif@reach of the Pillars in Section

7.5 which follows.

R&D on Development of the Genetic Resources

R&D to Improve Yields & Overall Productivity

Training & Capacity Building

R&D to Reduce Cost of Agrochemicals for Pest, Bégeand Weed Contrd
Value Added Pepper based Product Development

Improving product Quality & Shelf Life

Develop Quality Assurance Protocols

Improving Availability & tariffs for air/ocean traport

Market Development

Market Intelligence

Establish a Regional Hot Pepper Stakeholder Coatigim Committee
Provision of Critical Public Infrastructure

-28 -

The CARICOM RTP for Agriculture Executive Summary: Hot Pepgeistry in CARICOM: Competitiveness and Industry Development §igate



