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1. Madam President, | beg leave to move the second reading of the bill shortly entitled the Nevis
Appropriation (2004) Ordinance 2003.

INTRODUCTION

2. Madam President, the preparation of the annual estimatesis perhapsthe most arduous and difficult
task in the budget cycle of any government. In Nevis, the situation is not any different. There are
many competing demandsfor the very scare resources of the government and, consequently, careful

planning and analysis have to be undertaken to ensure the optimum utilization of these resources.

3. Madam President, the last Two and a half (2Y2) years have not been easy. The whole world has
been affected by September Eleven (11) and subsequent terrorist activities. The war in lrag also
created great uncertainty and negatively impacted capital flows. The peoplein small island statesall
over theworld have been extremely vulnerableto these external shocksand some of these economies
have been teetering on the brink of disaster. We in Nevis have experienced a weakening in fiscal

performance due to the fact that revenues have not kept pace with the growth in expenditure, and
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debt levelshaveincreased significantly. However, | have been heartened by the resilience shown by
the people of Nevisduring these difficult times. We have not been the recipient of much financial aid
and budgetary support but we have withstood the test of time. Our people have felt the pain of
adjusting to external shocks, but we have grown stronger and more determined to advance our

political and economic interest in the wider world.

4. The budget that will be presented today is one which recognizestherealities of the present times,
but isone of hopefor abrighter future, and representsaclarion call for every Nevisianto play hisor
her part in nation building. | am confident that we have the capacity and the will to overcome the
challenges that lie ahead and this budget is presented as a practical tool to achieve the short term

objectives on which to build long term goals of prosperity and stability for our people.

EXTERNAL ECONOMY

5. Madam President, the weakening of the fiscal performance of the Nevis Island Administration
over the past four (4) years has occurred as aresult of the sluggish growth in the world economy.
According to the International Monetary Fund (IMF) data, world output increased by 2.4% in 2001
and 3.0% in 2002 which werewell below the growth ratesachieved inthe 90's. Theglobal recovery
was expected to resume by thefirst half of 2003 and pick up to about 4 % in 2004. However, datafor
the second quarter of 2003 were lower than anticipated as a result of the slowing of industrial
production and trade growth. The uncertainty created by the war in Iraq and the volatility of the

equity marketswere certainly reflected in the poor performance in the international market place.

6. The Euro areaforecast was significantly reduced to 0.5 % in 2003 and 1.9% in 2004 as result of
continued depressed domestic demand and the appreciation of the Euro. The German economy in
particular has remained very weak with growth forecasted at 1.5% in 2004. However, the UK
economy grew by afaster rate than expected during thethird quarter of 2003 and growth isexpected

to increase to 2.4% in 2004.

7. Of particular interest to usin Nevisisthe fact that the US dollar continues to depreciate against

the euro reflecting acombination of low interest rates and expectationsthat the deficit will increase.



This occurrence should make the Caribbean more attractive for tourists from Europe in the future.
In addition, oil prices appear to have stabilized. After a peak of US$34 per barrel before the war,
pricesfell sharply to below $30in April and subsequently roseto $34 in August. Whiletheoil prices
are expected to remain relatively high during 2003, they are projected to drop to about $26 per

barrel in 2004 as supply increases.

8. Madam President, | am happy to report that there are growing signs of recovery led by the
performance of the US economy despite high unemployment. With the low interest rates and the
fiscal expansionary measuresimplemented by the US, current dataare showing growth in consumption
andinvestment. Thisaugurswell for therest of theworld whichisin urgent need of the stimulusthat
a US recovery could provide. Despite the poor performance of the world economy in the second
quarter of 2003, the forecasted global growth for 2003 and 2004 is attainable and may even be
surpassed assuming of course reduced geopolitical uncertainties, declinein oil pricesasforecasted,

and the stabilization of the equity markets.

DOMESTIC ECONOMY

9. Madam President, | am cognizant of the fact that there are concerns being expressed about the
slow down of the Nevis Economy in the last two years, and the increase in the level of debt. This
administration has no apol ogiesto makefor the debt that has been incurred. We recognized the need
to lay the foundation for future economic growth and consequently a deliberate decision was taken
to embark on apolicy of infrastructure led growth. Over the last five (5) yearswe have witnessed a
very aggressive and ambitious capital infrastructure devel opment program; which hasresulted inthe
upgrading of the airport, development of Alexandra Hospital and upgrading of the road network.
With thissignificant investment, the quality of the physical infrastructure has surpassed many islands

in the Caribbean and a number of countriesin the developing world.

10. However, Madam President, | would beremissif | were not to providefor thisassembly and the
peopleof Nevis, an evaluation of thefiscal performance experienced by the Nevisidand Administration
over the past five years. During this period, overall deficits were realized for each of the five years
from 1998 to 2002, and intwo of the years, namely 2000 and 2001, deficitswere actually realized on



the recurrent budget. As a result of these deficits the debt level aso increased significantly to
approximately EC $150 million by the ending of 2002 resulting in adebt service to revenue ratio of
28.4%.

11. Madam President, during the last five years, just asthe Nevislsland Government had committed
to and undertaken a massive capital project development, the entire world economy deteriorated.
The reality iswell documented for all to understand. To redress these unforeseen conditions, the
Administration has been forced to adjust its capital expenditure policy while holding expenditure on

social projects stable to maintain the fiscal balance of the government.

12. However, our performance has not been as aresult of poor planning but rather a reflection of
many factors outside of our control. We have had to incur huge capital outlays as a result of the
cumul ative effects of hurricanes, which have negatively affected anumber of countriesintheregion.
Many of us have retained vivid memories of the destruction caused by hurricane Luis in 1995,
Georgesin 1998 and L enny in 1999. We have al so witnessed adeclinein the United States economy
and the world economy as awhole, which hasresulted in reduced tourist arrivalsfor the Caribbean.
Our problem has also been compounded by the attack that waslaunched on offshorefinancia centers
by the Organisation for Economic Cooperation and Devel opment (OECD) and the Financial Action

Task Force (FATF) resulting in significant revenue lossfor theisland of Nevis.

13. Asaresult of these external shocks, tourist arrivalsto theisland reduced from 40,526 in 2001 to
40,324 in 2002 representing a small decline of 0.5%. Employment also declined from 5,551 in the
first quarter of 2002 to 5,395 in the first quarter of 2003. The sectors affected most significantly
wereFinancial, Commercial, Construction (with the completion of the RIMP project), Restaurants,
and Hotelsand Guest Housesto alesser extent. 1n 2002 the number of buildings started was 98 and
up to the ending of October 2003 it was 82, a decline, but still a fairly buoyant sector under the
circumstances. The offshore sector appears to have stabilized with the registration of 2068 new
entities up to November of 2003. Whilethe growthisnot asrobust as past years, it isstill significant
when taking into consideration thewider global context. The small business sector al so continued to
grow. During 2002, ninety-five (95) new businesseswereregistered and up to the ending of November

2003, ninety-three (93) new businesses have aready been registered.



14. Madam President, thereis no doubt that the Nevis economy has been affected by the depression
intheworld economy combined with theterrorist activitiesand thewar inlrag. However, it was not
Nevis alone that suffered. In fact, the fiscal situation of the OECS as a whole has deteriorated
because of the factors already outlined. Asaresult of large overall deficits over the years, the total
disbursed outstanding debt of the OECS increased from $2.8 billion in 1997 to $6.4 billion by the
ending of 2002. Most of theislands have incurred deficits on their recurrent account since 2001 and
debt service payment has increased to over 25% of revenue, which is above the threshold of 15%
established by the Central Bank.

15. However, the outlook for the future is bright. The economy of Nevislike other countriesin the
Caribbean is linked to the performance of the global economy especially the USA, Canada and
United Kingdom. With the projected increase in globa growth, depreciation of the dollar, and the
reduction inthe priceof oil, the Neviseconomy islikely to recover significantly in 2004. Already the
hotelshave recorded an increasein bookingsfor thistourist season, and there s heightened optimism
that 2004 will beaturning point for Nevistourism. With the projected increasein tourist expenditure,
we also anticipate increasesin employment, consumption, and investment, which will giveamuch-

needed boost to the economy as awhole.

FISCAL REVIEW

16. Madam President the actual outturn for fiscal year 2002 realized $67.29 million in recurrent
expenditure and $64.31 million in recurrent revenue thus showing adeficit on the recurrent account
of $2.98 million. This performance represents an increase in recurrent revenue of 7.4% over fiscal
year 2001 and an increase in recurrent expenditure of 6.8% when compared to the same year. This
indicates that the recurrent deficit for 2002 declined by 4.3% when compared to 2001.

17. The actual recurrent revenue outturn for 2002 fell short of its target of $68.96 million by 6.8%
or by $4.65 million. The actual recurrent expenditure outturn represented 99% of the estimated

recurrent expenditure for 2002. Madam President this performance demonstrates that there are till



dissavings on the current account. However, rest assured that this Administration will take practical

steps to reverse this situation and to ensure that there isfiscal sustainability for the long term.

18. Madam President, capital expenditure amounted to $22.05 million in 2002 realizing a 49%
reduction in actual expenditure when compared to fiscal year 2001. Capital inflowsfrom loansand
grants amounted to $9.19 million, which is 78% less than the capital revenue for 2001 of $42.17
million. This performance resulted in a shortfall on the capital account of $12.86 million and an

overall deficit on thefiscal account of $15.85 million.

19. Madam President, the capital expenditure over the last few years has two outcomes. Firstly, it
augmented the capital stock of the economy and therefore resulted inincreased debt service payments,
which contributed significantly to therecurrent deficitsin 2001 and 2002. Secondly, we believe that
thisdeficit expenditurewill contributeto future growth in the economy sinceit isnot of aconsumption
nature but of an investment nature, creating theinfrastructure necessary to attract investment and to
improvethe quality of life of our people. However, Madam President, we will endeavor to continue
to exercise fiscal prudence by controlling capital expenditure within manageable limits sufficient
enough to engender a certain level of economic activity, and maintain employment levels and the

standard of living to which our people have grown accustomed.

20. Madam President therewas growth in certain revenue areasfor the period under review. Collections
from taxes on international trade transactions increased by 12.8% in 2002. The increases were
mainly in the areas of consumption tax —customs by 11%, import duties by 7.3%, customs service
charge 23% and environmental levy 114%. Travel tax collectionsfrom the Inland Revenue Department
also increased by 9%.

21. Furthermore Madam President, revenue collected from taxes on property increased by 21%
over 2001. Housetax collection increased by 16% while collectionsfrom land tax increased by 62%.
This performance was anticipated in light of the increased economic activity in the construction
sector and the confidence Nevisians, residents, and investors are demonstrating in the economy of

Nevis. Revenue generated from financial services showed aslight increase of 2%in 2002. Thiswas



dueto the sustained marketing and promotion efforts by your government in theface of the challenges

and the changing international landscape for doing businessin this sector.

22. Collections from water services increased by 96% due to steps taken to collect outstanding
arrears. In addition, revenuefrom agricultural servicesincreased by 42%; and collection from hospital
servicesincreased by 13% due mainly to the introduction of revenue measures and the significant
improvement inthe quality of serviceinthe health sector. Generally Madam President, theincreased
collections for these items were mainly due to the revenue measures introduced in 2002 as well as

steps taken to improve efficiency in the revenue Departments.

23. Madam President collections from work permits increased by 5% over 2001. It is anticipated
that additional revenue would be generated especially in light of the revision of the NIA’'s work
permit policy in 2003. Thisincluded changesin the fee structure, and the proposed introduction of
Work Permit ID Cards. In relation to the ID Cards, the department of labour in the Premier’s
Ministry in conjunction with legal department has put the necessary mechanism in place for the
implementation of the Work Permit ID Cardsas of January 2004. It isenvisaged that thiswill greatly
enhance the effectiveness of both the department of labour and the immigration department in

identifying and dealing with illegal immigrants, which appear to be ontheincreasein Nevis.

24. Madam President, there were al so reductionsin certain revenue areas. Collection from taxeson
domestic goods and services declined in 2002 by 1.5%. This reduction occurred despite increased
collections from gasoline levy 75%, traders tax 8%, bank license 13% and motor drivers license
2.8%. Collectionsfrom certain key revenueitemsdeclined including hotel rooms and restaurant tax
4% due to the down turn in tourism; stamp duty 9%, vehicle rental levy 19% and business and

occupation licenses 5%.

25. Moreover, Madam President, collectionsfrom taxes on income decreased by 3% when compared
to 2001. Even-though collectionsfrom social serviceslevy increased by 5%, the revenue generated
from corporation taxes decreased by 30% indicating that many entitiesare still not paying their taxes

in Nevis. Collectionsfrom the Supply Office aso declined by 19% for the period under review.



26. Madam President, recurrent revenue as of November 2003 amounted to $58.7 million while
recurrent expenditure amounted to $63.3 million resulting in a deficit on the recurrent account to
date of $4.6 million. Capital revenue amounted to

$10.7 million while capital expenditure amounted to $7.3 million resulting in asurplus on the capital

account of $3.4 million and an overall deficit of $1.2 million.

27. Madam President, your government continues to face the shifting tides of the New World Order
that are putting a strain on our domestic economy. However, we are not daunted by the challenges
before us because we have a fiscal stabilization plan that will ensure macroeconomic stability,
manageabl e debt level, and the creation of wealth when implemented over the next few years. With
the assistance of strategic partners such asthe IMF, CARTAC, ECCB, CDB, and the World Bank,
we shall overcome and avoid the economic and social woes of negligence and inaction, which have

plagued some countriesin the devel oping world.

DEBT MANAGEMENT AND FISCAL STABILIZATION

28. Madam President we are all cognizant of the economic global picture of the past five yearsand
the negativeimpact thishashad on small devel oping economies. Thedeclineintourism, international
conflicts and terrorism, natural disasters, and the demands made on small states to adjust and meet
certain covenants of trade and bilateral agreements even in the absence of alevel playing field have
had their effects on countries both large and small. In light of these, countries in the region have
been experiencing variouslevelsof fiscal instability and thethreat of an unsustainable debt situation.
Regiona and international institutions have advised countriesin the OECSto devel op and implement

fiscal stabilization plansto avoid the pitfalls of economic distressand social disruption.

29. Madam President, the Nevis|sland Administration has heeded the call early and will embark on
implementing a plan to steer the economy of Nevis on the right road to stability and growth and
prosperity for present and future generations. Using anotional GDP for Nevisthe stabilization team
has estimated adebt to GDPratio for the NIA of 72%, which isabovethe regional benchmark set by
the ECCB of 60%. In order to bring this ratio within the target range set by the ECCB by the year

2007, adjustments will have to be made overtime which include generating larger and consistent



current account surpluses and managing and reducing the debt to GDPratio. After somediscussion
with the Ministry of Finance, the team has estimated that the Debt to GDP ratio should be reduced
in 2004 by 1.5%, and that savings of $3.8 million should be generated on the current account.

30. Madam President, in order to avoid imposing a burden on the people of Nevisyour government
will at the same timeimplement structural changesto improve efficiency in the economy and more
aggressively enticeforeign direct investmentsto take advantage of our competitiveinvestment climate
developed over thelast five years, to further spur growth in the economy. Madam President we are
confident that the anticipated investments in the economy of Nevis over the next few years, will
providetheincreased revenueflowsto facilitate the fiscal adjustment and return the fiscal account to

asurplus position.

31. Madam President, the current outstanding debt of the NIA stands at $160 million including
government’soverdraft facility of $30 million. The debt service payments as a percentage of revenue
increased from 18.3% in 2001 to 28% in 2002. Debt service paymentsincreased from $10.8 million
in 2001 to $18.2 million in 2002. The debt service ratio as a percentage of recurrent expenditure
increased from 17% to 27% in 2002.

32. Madam President, debt service payments are estimated to increase from $16.5 million in 2003 to
$20 millionin 2004. Your government will continueto seek waysto reduce the debt service payments
by consolidating theloans, by raising cheaper finances on the Regiona Government SecuritiesMarket
(RGSM), and by controlling capital expenditureto levelsthat can easily befinanced. In addition, we
will continueto work with regional and international agenciesin managing and monitoring the debt

of the Nevis|sland Government.

FISCAL PROJECTIONS

33. Madam President, the recurrent revenue for fiscal year 2004 is estimated at $76.5 million and
recurrent expenditure at $74.9 million. Thus, arecurrent surplus of $1.58 million is projected. The
estimated increasein recurrent revenue is mainly due to the implementation of policiesto improve

revenue management and collections, and the antici pated spin-offsfrom investmentsin the economy.
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The 1.9% increase in recurrent expenditure is due mainly to the projected increase in debt service

payments and the additional cost of implementing the programs and activities for 2004.

34. Capital revenue from grants and loansis estimated at $10.8 million while capital expenditureis
estimated at $22.8 million in 2004, a 64% reduction when compared to 2003. This results in an
anticipated shortfall onthe capital account of $11.9 million and an overall deficit onthefiscal account
of $10.4 million. The capital expenditure budget isreduced as part of the NIA’s adjustment process
aimed at limiting capital expenditure by focusing on theimplementation of ongoing projects, and on

projectsfunded by bilateral and multilateral agencies.

35. Madam President an examination of the allocation of thefinancia resourceswill show few areas
of increased expenditure for 2004.

36. The Premier’sMinistry allocation increased by $139,621 in 2004 in anticipation of anincreasein
goodsand servicesand communi cation expenses. Theallocation to the Ministry of Finance, Economic
Planning and Statisticsincreased by $3.29 million mainly because of debt service paymentsand the
implementation of programs to improve efficiency and financial management in government. The
Ministry of Communicationsincreased by $319,203 due mainly to the combining of two Ministries
to form the Ministry of Communications, Works, Public Utilities, Posts, Physical Planning, Natural
Resources and Environment. In addition Madam President, this is done to ensure that there is an

integrated approach to the development of the infrastructure and the environment on Nevis.

37. Madam President, allocation to the Human Resources Department increased by $95,498 in
anticipation of the additional financial assistance to students pursuing training in regional and
international tertiary institutions; and thetraining programsto beimplemented to improve efficiency
and productivity in the civil service. The Ministry of Tourism, Culture, Telecommunications and
Information’sallocation also increased by $118,720 mainly because of the expansion of itsprograms
in 2004. For instance the ministry will enhance its tourism awareness and training program; the
culture department will also continueto play aleading rolein the cultural devel opment of our young

people; and the government Press and Public Relations Program will continueto enhanceitsrolein
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educating, informing and entertaining the general public thereby contributing to the social, moral

and cultural fabric of our Nevisian society.

CAPITAL PROJECTS

38. Madam President, there are severa new projects worthy of mention. The Gingerland Police
Station will be renovated at an estimated cost of $400,000.00. Another round of small projects
geared towards enhancing the social conditions of our people, including reducing poverty, will be
implemented under the Basic Needs Trust Fund. These projects are estimated at $1.5 million and
costs would be shared between the Nevis Island Administration and the Caribbean Devel opment
Bank (CDB) on aratio of 20 to 80 respectively. Additional components of the Basic Education
Project will beimplemented in 2004 including the rehabilitation and expansion of the Charlestown
Secondary School at an estimated cost of $8 million. This project islargely funded by the CDB.

39. Madam President we have seen the impact of the improved road network on theisland. We are
also cognizant of the fact that the job is not completed until the entire main road is resurfaced.
Hence, the NIA will continue to seek soft funding for the road improvement project. Meanwhile,
the Nevisgovernment will commence amajor reconstruction of thelsland Main Road Project RIMP
[11 to provide abetter quality of road for users between Newcastle and Market Shop viaButlers. To
this end, it is our intention to utilize our own resources to start phase I11 of this project. Madam
President the much talked about CREP project sponsored by the European Unionwill beimplemented
in 2004 at an estimated total cost of $1.4 million.

40. Madam President, the World Bank has agreed to provide a soft loan to the government of St.
Kittsand Nevisof $4.05 million United Statesdollarsto finance HIV/AIDS prevention and control.
The objectives of this project include improving the prevention program by targeting the general
population with special emphasis on high-risk groups such as women, young people and other
vulnerable groupsin our community; strengthen treatment care and support for personsliving with

HIV/AIDS; and develop a multi-sectoral response to this disease.
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41. Madam President this project is welcomed, because in Nevis, at the end of the third quarter of
2003, 5 new cases have been identified. Of the five three are women and two are males all ranging
from 23 to 45 yearsold. Thisbringsthe cumulativetotal of reported HIV/AIDS casesin Nevisto 46.
The project is estimated to cost approximately $2.6 million and will be implemented over several
years. Further, Madam President, the NI A will seek to rehabilitate and expand the hospital infirmary
project at an estimated cost of $3 million. It isthe intention of the government to provide day care

servicefor senior citizensaswell.

42. Madam President, the Administration through the Housing and L and Devel opment Corporation,
continues to invest heavily in housing development on Nevis. Since the affordable housing project
began in 2002, the Administration has compl eted 69 homesin addition to 8 that are still in progress
at an investment value of $6.0 million. Presently, there are 51 lots available for construction of
homesin 2004. These homeswill be built at an estimated cost of $2.5Million. We have responded
to the needs of the people based on the demands for housing, and | am happy to report that severa
Nevisians who were unable to meet the cost of constructing their own homes are now proud
homeowners as aresult of theinitiative taken by thisgovernment. | can assure the people of Nevis
that this Administration will do whatever isnecessary to ensure the continuation of this project until

the housing problemin Nevisiseliminated.

43. Madam President although we do not intend to spend large sums on capital projectsfor 2004 we
believethe mix issuch that the social and economic welfare of all the people of Nevisisconsidered

and provided for.

SECTORAL HIGHLIGHTS

44. Madam President, the Administration will continue to channel significant resources into the
various sectors to engender growth and development, and to generate employment for our people.
It isin this context that | present a brief outline of the administration policies and programmes for
2004.

TOURISM
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45. Madam President, the tourism industry continues to face many exogenous pressures. However,
as aready mentioned, the outlook for the future is encouraging. It is important therefore that we
continue to devel op creative marketing programs, and to enhance the quality and uniqueness of the

product that we offer.

46. During 2004, weintend to spend $2.0 million on marketing and promotion. The government will
allocate $913,000 from itsown resourcesto complement the recei pts from the tourism devel opment
levy that go to the Tourism Authority. In the future we intend to make changes in the way that we
promote the destination. Less emphasis will be placed on attending large trade shows and more
resourceswill be devoted to amore personalised approach. Thiswill involve attracting more travel
agents, travel editors and tour operators from North America, Europe and the Southern Caribbean
on familiarization tripsto our shores. During these visits, we will organize mini markets so that the
activities, attractions and accommodati ons sub-sectors could make presentations and feature exhibits
to the various groups mentioned above. We will aso give more attention to face-to-face sales
presentations to potential clients in 2004. We have found this approach very beneficial and

consequently, it will become avery important feature of our marketing strategy in the future.

47. Madam President, we believe that the direct approach will bear fruits more quickly than anything
tried before. Overall we are confident that this more aggressive approach will create a heightened

awarenessof Nevisasanidyllic, upscale Caribbean destination.

48. Madam President, alarge part of our appeal as an island is directly related to our heritage and
our history. With thisin mind wewill continueto vigourously pursue the continued devel opment of
our historical sites. The Nevisian Heritage Village was opened in February this year and so far we
have received favourable comments from both local and foreigners who have visited the site. In
2004 we propose to further enhance the process of rehabilitation with the completion of the New
River Site Plantation Theme Park and Museum, and the restoration of the mill at Hamilton. The
latter will beajoint venture project between government and aNorwegian Company. These projects

will certainly diversify the tourism product by providing more attractionsfor visitorsto Nevis.
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49. Madam President, the Bath Hotel and its environs have always been in the vanguard of any
tourism development plan for Nevis. However it is the bath stream area that presents exciting
possibilities. Government has contracted the services of Williams Architectural Servicestodesigna
compl ete health oriented complex on the property. Thefinished product will feature several sunken
thermal baths, aspaand aheath restaurant. The designswill befinalized in 2004 and, hopefully, we
should be ableto procure the funding to begin the project in 2005. Based on the preliminary designs,
the project is estimated to cost $3.0 million.

50. Madam President, with the development of the physical infrastructure, theisland is now poised
to be the recipient of foreign direct investment and greater local investment as well. We remain
committed to hotel development and expansionin Nevis. Currently talksare ongoing with two main
investor groups for the construction of two hotelsin the New Year. The first is an upscale holiday
home development project consisting of fifty luxurious villas. This project will be constructed
immediately south of Four Seasons on Pinney’s Beach and is expected to break ground in the first
quarter of 2004. In addition, negotiations are proceeding smoothly with a European Group for the
construction of afivestar luxury hotel onlandsat the Pinney’s Estate. Thishotel will consist of some
One Hundred Twenty (120) rooms, a champion golf course and a clubhouse. Work is expected to
start in the latter part of 2004.

51. Last year, mention was made of a villa project to be carried out by a Norwegian Group of
Investors. Thisisaproject consisting of twenty-eight (28) villas, atwenty-room boutique type hotel
complemented with tennis courts and swimming pools. | am pleased to state, that final plans have
been drawn up and have been submitted to the Ministry of Planning and the project is now set to

commencein 2004.

52. Finally, Madam President, in order to achieve thelevel of successthat we have set for ourselves
itisimperative that investors confidence in the industry remains high. There have recently been a
few instances of unsavory behaviour by certain unruly elementsin our society. We will not allow
anyoneto disrupt our efforts to make Nevis a safe place to visit. The Administration will therefore

continue to work closely with the police to rid our society of these negative elements.
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53. Madam President, the year 2004 is expected to be a much better year for the tourism industry
than the previous three years during which time the economy suffered from a number of negative
influences. Asthe Administration realizesthe plansthat have been outlined, wewill withessamajor

transformation in the industry in the years to come.

CULTURE

54. Madam President, Cultural Development will continue to be given top priority by this
Administration. We believe that thisis an area in which we can compete internationally, and the

groundwork is already being laid by devel oping and nurturing the talent of our people.

55. To this end, we intend to invest $791,524 on this program. The resources will be utilized to
continuethevarious cultural programsin the Schools. Thereisnow afolklore group in each primary
school on the island where students are actively involved in the art of Folk Culture, namely
Masquerades, Clowns and Giant Despair. We will also continue to encourage Junior Calypsonians
to participatein workshopsin an effort to devel op their artistic and creative methods so that they can
better deliver their own materials. Thistraining proved to be most valuable during Culturama 2003.
Most of the participants were able to secure placesin the Junior Kaiso competition, and the quality

was of avery high standard.

56. Madam President, we will also continue to develop our dance and music programmes in the
schools and communities. Through the instrumentality of the dance instructor at the Culture
Department, we have already established dance groupsin each school to improvethe proficiency of
children in both contemporary and traditional dances. During 2004 we will organise regular
competition to both sharpen and showcase their skills. The music programme in the school is also
quite intensive with instructions in guitar playing, bongo drumming, the fife, and the steel pan.
During next year wewill devel op and implement avibrant steel paninstruction programinall primary

schoolsintheisland.

57. Madam President, thisisjust asample of the cultural programmesthat are being delivered to our

young people. | believe our effortswill reap significant dividend in thefuture.
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FINANCIAL SERVICES

58. Madam President, the financial servicesindustry is currently undergoing changes primarily in
response to the global economic climate and the international coordinated effortsto combat money
laundering, terrorism, and other international financial crimes. These challenges haverequired that
all international financial services centres respond by undertaking a variety of initiatives.
Notwithstanding these externalities, we are convinced that the ones who adapt effectively and
expeditiously to the new environment will bethe onesthat survive. Tothisend, the Administration
has been devel oping strategies and undertaking initiatives to empower the country and itscitizensto
respond to the global environment to ensure the continued viability, and vibrancy of the NevisFinancia
Services Sector.

59. Madam President, various significant events have transpired in 2003 that are worthy of mention

inthis presentation.

60. In August 2003, we hosted a major international financial services industry conference in
conjunction with the Offshore Institute at the Four Seasons Resort. The comprehensive event, held
under thetheme: Strategiesto Ensurethe Futureof thelnternational Financial Services|ndustry,
was facilitated by internationally renowned speakers, was attended by over 120 delegates from

throughout the Eastern Caribbean, and was hailed as an outstanding and historic experience.

61. A second event was the launching of the Nevis Chapter of the Offshore Institute also in August
2003. By undertaking thisinitiative, we have sent aclear messageto theworld that Nevisiscommitted
to the education of the operatorsinvolved in the financial services sector, aswell asreaffirmed our
commitment to maintaining the highest standard of integrity with respect to a proper regulatory
regime, ethical codes, and collaboration with other relevant bodies and organizations in the
international arena. Furthermore, by joining the Offshore Institute, the inductees have also
demonstrated their commitment to improve themselves and to ensuring that Nevisremainsareputable

jurisdiction from which to conduct legitimate international financial business activity.
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62. Another significant event was the creation and development of a 232-page publication entitled
“TheNevis Golden Book 2003/2004” . The publication launched in November 2003 was spearheaded
by the Nevis Financial Services Development and Marketing Department and was a collaborative
effort between the various departments within the Nevis Island Administration as well as between
the public and private sectors. Theinformative and enlightening publication isexpected to serveas
acomprehensivereference manual that highlightsactivitiesin Nevisand will beinstrumental inthe
promotion and marketing of Nevisin the current areas of upscale tourism, provision of financial
services and other areas. The book will be of enormous value to lawyers, accountants, trust

professionals, tourists, investors, potential investors and many others.

63. Madam President, the initiatives undertaken by Nevis in the past year have resulted in Nevis
continuing to be recognized as a predominant jurisdiction with many competitive advantages.
However, although Nevis continuesto experience a slower rate of growth in the Financial Service
Sector, thisisas aresult of the continued turmoil in the global economy, the residual effects of the
September 2001 attacks on the United States, the recent war and terrorist threats and other global
factors. Notwithstanding al of thesefactors, the Nevisfinancial services sector hasremained resilient
and in the past few months, a small but noticeabl e increase has been experienced in the number of

new registrations.

64. Nevis resilienceisdepicted in the fact that despite a decrease in the number of new companies
registered ascompared to previousyears, theregistry isexpected to come closeto thetarget revenue
for the year 2003. As at 28 November 2003, revenue collected for the year from government
registration, annual renewals and other government fees in the financial sector amounted to over
$8.0 million and is expected to near the mark of $9.0 millionfor theyear. Thisrepresentsmorethan
15% of therecurrent revenue of theidand. Additionally, the sector continuesto contribute significantly
inavariety of other waysto the economic development of theisland and to the improved quality of
life of al our citizens. These results demonstrate that the international financial services sector

remainsimportant to the citizens of Nevis.

65. Madam President, the strategy of the Administration isto enhance the economic devel opment of

the island by creating an investment climate that is conducive to the long-term development of
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business on the island. We are all aware that the events of the past 31/2 years have threatened
various sectors and have served as a painful reminder that we must change the way in which we
conduct business. It iswith thisin mind that the Nevis ISland Administration plans to undertake

variousinitiativesin 2004.

66. One initiative is to continue efforts to upgrade Nevis' regulatory infrastructure. Although the
Federation has been removed from the Financial Action Task Force (FATF) and Organization for
Economic Cooperation and Development (OECD) lists, Nevisis mindful that it must not relax its
guard. To thisend, Nevisis committed to monitoring its legislative and regulatory institutions to
ensurethat it complieswith international best practicesand that only personswith the highest degree
of integrity are permitted to conduct business activity on theisland. With thisin mind, weintend to
continue to work with the FATF, the Caribbean Financial Action Task Force (CFATF), the OECD,
the International Monetary fund (IMF), the International Trade and Investment Organization (IT10),
the Caribbean Anti-Money Laundering Programme (CALP) and other regional and international

organizationsto develop international standardson alevel playing field basis.

67. Another initiative is to enhance training and development within the Administration and the
Private Sector in the changing face of the international financial servicesindustry. To achieverthis,
plansarein placeto continueto conduct seminars, mini-conferences, workshopsand other initiatives
with the goal of being consistently at theforefront of activitiesin theinternational financial services
industry and aimed at increasing public awareness of the sector here on theisland. In addition, the
year 2004 will commence 20 years since the launch of the Nevis Financial Sector. To thisend, plans
arein placeto celebratethisevent with afinancial services awarenessweek that will includeavariety
of activitiesand will culminatein the 2" two-day international financial servicesindustry conference
in August 2003. This event is expected to be a true collaboration between the public and private

sectors and hosted by the government in conjunction with the Nevis Chapter of the Offshore Institute.

68. Finally, wewill continuethe on-going work to enact new legid ation and amend existing legidation
to create new financial services products and serve new markets. During 2004, we intend to pass
into law the Service Providers Regulation Ordinance and legid ation for the registration and regulation

of captive and reinsurance entities. In addition, the Nevis International Business Ordinance will be
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amended to create hybridsto cater for niche markets. We will also be working on the development
of Foundation legislation as more and more professionals are embracing the foundation concept in
preference to the creation of Trusts. In the launching of these new products, every effort will be
undertaken to ensure that we comply with international standards to avoid the jurisdiction being

subjected to increased scrutiny by the various multilateral institutions.

69. Madam President, notwithstanding the challenges of the past year, the Nevis financial services
sector continues to fortify itself in order to meet the needs of its clients and the industry that it
represents. With the initiatives planned for 2004, | believe that we will weather the storm and get

back on course with the development of a solid international financial services sector.

HEALTH

70. Madam President, the Administration continues to enhance its services to the general public
through its various service-oriented departments. Health Education and Promotion for the past year
were geared primarily towards prevention of diseases. Through ateam approach and partnership
with the media, community groups, church groups and other departments, resources were pooled
and programsfor thecommunity to reinforce specific hedlthy life styleswere organized for International
Days - World Health Day, World AIDS Day, World Mental Health Day and World Diabetes Day.

71. Madam President, the Al DS epidemic has been the main health problem of many countriesin the
worldincluding Nevis. The AIDS Co-ordination Unit has staged, quite aggressively, several AIDS
sensitization and intervention workshops and programs to combat the spread of HIV/AIDS on the
island with some degree of success. Already, as part of the St. Kitts-NevisHIV/AIDS World Bank
Project, two Voluntary Counseling Centres (VCT) in Nevis have recently been assessed for VCT
readiness. A number of physical changes have been made to these centres so that VCT services can
begininthe New Year. With the AIDS Co-ordination Unit leading the fight we expect outstanding

achievementsin the New Year.

72. Madam President, Public Health continues to provide quality health care to the residents of
Nevis. In Community Health Nursing our current programs of Maternal and Child Health, School
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Headlth, Mental Health, Diabetic Clinics and Eye Care continue to run effectively reaching every

level of society aswe strivefor our goal of achieving health for all.

73. Immunization against childhood diseases continues to maintain excellent coverage significantly
reducing theincidence of morbidity and mortality inour children. HepatitisB Vaccineisnow given
to all eleven year olds and thiswill continue until the gap is bridged between that group and those

who now receive the vaccine at birth.

74. Chronic diseases have become theleading causes of death in our country and so the establishment
of active diabetic clinicsin every heath center throughout Nevisistimely. Clinicsare held on a
monthly basis and patients are now equipped with better management skills thus reducing
complications of this disease. Various examinations are routinely done at post natal and family
planning clinicsaimed at early diagnosisof breast and cervical cancer in this segment of the population.
It is our intention to formulate programs in the near future to increase screening for diabetes,
hypertension, cervical, breast and prostate cancers on a wider scale in an attempt to decrease the

incidence of these diseasesin our entire population.

75. Madam President, apart from the usual dental procedures 2003 saw the reintroduction of the
fluoride programin all primary schoolson Nevis. Thisprogram was reintroduced subsequent to the
oral health survey carried out in October 2001 and following the analysis of our water supply for
fluoride. Of the 1200 school children screened 814 were included in this program. A new dental
chair wasinstalled in the Charlestown Dental Unit whileanew dental chair; suction and compressor
wereinstalled in the Gingerland Dental Unit. Withthe Gingerland Unit now refurbished it isexpected
to befully operational in the very near future.

76. Madam President, the Environmental Health Unit continuesto monitor and institute measuresto
prevent and reduce environmental health problems that affect public health. In order to ensure the
protection of public health in amanner consistent with international standardsthe unit continuesits
educational programsto all stakeholdersin the food serviceindustry. Inthisregard, with technical
assi stance provided by the Pan American Health Organization (PAHO), twenty-two (22) food vendors
received training and certification in food saf ety guidelinesrel ated to production, preparation, storage,

transportation, display and consumption of itinerant foods.

77. In 2004 the Unit proposes to:
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. Continuethe consultation focusing on theintroduction of aFood safety Act to providefor the safety

of foods produced and sold in Nevis aswell as those imported into and exported from Nevis.

. Seek to establish aNevis Food Safety sub-committee to advise on matters pertaining to food safety.

. Introduce new food handler’s certification and identification process, replacing the present card
with a photo identification badge. Food handling personnel will be required to have same affixed
conspicuoudy to their person when engaging in food handling activities. Thiswill promote consumer

confidence, makeidentification easier for the officer, and eliminate instances of fraud.

. Intensify theintegrated environmental health education program to bring about positive behaviour

changesinresidentsin relation to their environment.

78. Madam President, thereisno doubt that health care on Nevishasimproved significantly over the
years. The AlexandraHospital for instance has been modernized with the purchase of state of theart
equipment, and the upgrading of the physical plant. This project cost about $ 6.0 million, and the

people of Nevisnow enjoy ahigh level of service at the hospital.

79. Madam President, health care continues to consume over 12% of the recurrent budget which
will amount to $9,411,856 during 2004. This Administration regards health care as extremely important
to the economic viability of theisland and every effort will be madeto ensurethat our citizens enjoy

high quality health careright herein Nevis.

EDUCATION AND TRAINING

80. Madam President, it has always been the view that the development of a highly qualified and
well trained human resource could give the Caribbean, the competitive advantage in aworld where
knowledge and technology is the driving force in production and productivity and thus economic
growth. Education continuesto consumethe largest portion of the budget. During 2004, $10,980,523
will be spent, representing approximately 15 % of the total Recurrent Budget.
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81. | am pleased to report, Madam President, that our efforts are bearing fruits. The Caribbean
Secondary Education Certificate (CSEC) resultswere again very commendablein 2003. The average
pass rate for Charlestown Secondary and Gingerland Secondary were 82% and 81% respectively,
placing these schools in first and second placesin the Federation. | must congratul ate the students

for their success and the parents and teachers who have worked diligently to prepare them.

82. Madam President, the Administration hastried to ensure that |earning opportunitiesare provided
for everyoneregardless of age. We continueto upgrade the early childhood and nursery programme
by providing professional training for teachers. During 2004 all of these schoolswill undergo strict
supervision and evaluation and will haveto belicensed. Thisisto ensurethat the quality of childcare
is consistent throughout Nevis. Workshops will be organised to prepare all stakeholders for this

process.

83. Madam President, the UWI distance program is growing as more young people make use of the
opportunity to pursue graduate, post graduate and certificates courses in Management of Business,
Accounting, Education, Economics and Construction management. Thirty-five (35) students are
now registered in the programme. Further, the Adult and Continuing Education Programme isaso
growing and continues to contribute to the personal development of our adults. This programme
improved considerably in response to the findings of the Poverty Survey. Both forma and non-
formal courses are offered with the objective of providing additional qualification to Adultsand to
encourage entrepreneurship. A total of 220 personsare presently enrolled in the programme. During
2003 the CSEC pass rate was quite good at 66.5%.

84. During 2004 we will implement the following programmes:
1. Retrofit four Primary schoolsto providelibraries. The schoolswill be St. James' Primary, Charlestown
Primary, St. Thomas' Primary and Gingerland Primary.

2. FErect three Computer Labsat three Primary Schoolsnamely St Thomas', Charlestown and Gingerland
Primary.

3. DevelopaTV Information Programmeto sensitize the public about what is happening in education.
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4.

Improve the physical plant at Charlestown and Gingerland Secondary Schools under the Basic
Education Project.

Erect a Music room at Gingerland Secondary. An orchestra will be established at the school to

develop the musical talents of our children.

85. Madam President, in the case of the Civil Servants, the Administration has continued to expose
civil servantsto anumber of coursesto upgrade their skillsand professional acumen. 2003 saw the
focus been placed on performance and productivity with fifty-two (52) Senior Managers and
Supervisorsbenefiting from Productivity Management Workshops. From thisworkshop, acommittee
was established to design performance standard measures by which Civil Servants could be eval uated.

Theteam isalso responsible for preparing job description manuals for 2004.

86. Madam President, Thirty (30) peopleleft in 2003 to pursue studiesin areas such as Accounting,
Computer Science, Library Science, Health and Education. Twenty-five of those pursuing University
Studies have been assisted by the Administration through the payment of economic cost, tuition
allowances and salaries at a cost of approximately $1.0 million. Two people are benefiting from
CARICOM/CUBA Scholarship programmes. It isworthy to note that four (4) Nevisian completed
studiesin Cuba, two (2) have returned home and the other two (2) have remained in Cubato pursue
postgraduate studies in Dentistry. In 2004 twenty-six (26) persons should be returning home after
completing studies at Certificate, Diploma, Bachelor and Post Graduate Levels.

87. Madam President, the Administration will continue to invest heavily in the development of our
peopleat all levelsto ensurethat they possesstheintellectual and professional capacity necessary for
managing the system. The training budget for 2004 is $700,000, which reflects, an increase of
$200,000. Thiswill be utilized to meet the Economic Cost for students at the University of the West
Indies. Webdlievetheseresourceswill bewell spent asthe Administration continuesto make significant
effortsin improving the quality of its human resource, to prepare our people to assume full control

of their affairs.
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AGRICULTURE

88. Madam President, the agriculture sector continuesto face difficulties because of adverse weather
conditions, changesin the lifestyle of Nevisians who have reduced consumption of beef and meat,
and competition from cheaper imported goods. Despite these chall enges, we continue to experience
increased production in this sector. When one compares production in 2003 with production in
2002, there have been increasesin some of the major crops. Cabbage increased by 100%, Cucumber
by 11%, Broccoli by 11%, String Beans by 43%, Honeydew Melon by 52%, Sweet Peppers by
100%, and Butternut Squash by 44%. There was also asteady supply of Breadfruit, Pumpkin, and
Eggplant throughout the year. We also had marginal increasesin the production of lobsters, conchs
andfish.

89. Madam President, the Administration through the Ministry of Agriculture continues to invest
heavily in Agriculturein an effort to ensurefood security for our people. Consequently, thisprogramme
will receive a budget of $3,156,814 during 2004. With these resources, we will continue with the
Caribbean Amblyoma Programme with the objective of making Nevis tick free. We are already
witnessing an increasein livestock production asaresult of thisprogramme. Wewill aso continue
to sensitize the general public on the importance of agriculture and fisheries to the economic
development and social advancement of theisland. The beef festival isone such activity, which seeks
to encourage the consumption of local beef in preference to, imported beef. In addition, the year
2004 will bethe 10" Anniversary of our Open Day and Exhibition of agricultural produce. A Mini

Trade Show will be organized to commemorate this activity.

90. Madam President, the Administration will place greater emphasis on Agro-Processing in 2004.
We have realized that when fruits and vegetables are in abundance not enough is transformed to
avoid wastage. Wewill therefore ensure ongoing training in Agro-Processing, and the establishment

of good manufacturing practices through the development of a proper Bureau of Standards.
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91. Madam President, in 2004 we will aso pursue a programme geared towards maintaining a
healthy environment. Thiswill involveavigoroustree planting exercise throughout the entire year.
We havelost asignificant number of treesover theyearsdueto hurricanesand construction activities.
It is therefore important that we implement a programme of replanting and reforestation to reduce
erosion and protect the environment. Thereisalot of work to be donein Agriculture, but | believe

that this Administration ison target despite the many difficulties.

YOUTH AND COMMUNITY DEVELOPMENT

92. Madam President, this Administration has an outstanding record in the area of social development.
In the past we successfully implemented the school feeding programme, the hot meal programmefor
the elderly, the boy’s choir and the Palm Awardsjust to name afew. Theyear 2003 was also avery

busy year for social programmes. Activitiesincluded:

. Conducted workshop for 25 peer counselors from secondary schools on drugs, HIV/AIDS, teen

pregnancy, anger management, and conflict resolution.

. Launched peer counselorsin three (3) secondary schoolsto counter negative social influences.

. Conducted leadership seminar for leaders and deputies of community groups, clubs and sports

associations — nineteen (19) groups or associations were represented.

. Organized and commissioned community groups in Combermere, New Castle, Zion, Pond Hill,

Rawlinsand Hickman’s.

. Organized Youth Month, which turned out to be a huge success.

. Facilitated sub —regional camp for disability sports.

. Hosted asportsfestival for the specially challenged.
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93. Madam President, during 2004 we will continue to provide training and persona development
programmesfor our young people. Livein campsand after school programmeswill be organized to
facilitate thisobjective. We also intend to establish a sport museum in honour of outstanding sports
personalitiesin Nevis, as well as sports persons of the year excellence award. It is expected that

these projects will encourage our young people to participate more fully in sporting activities.

94. Madam President, the Administration through the Social Development and Gender Affairs
Department will continue to focus on monitoring and assisting the elderly in our midst. Recreational
activitiesinvolving theelderly will increaseinthe New Year. Tofulfill thisobjective, the Department
proposes to conduct tours to different areas around theisland. This response is a direct request of
our ambulatory elderly who enjoyed the tours organized during the month of the elderly. Other
proposed activities include additional social gatherings on an island wide basis as well as parish
groupings. We will also continue our programme of assistance to indigents with respect to meals,
and repairs and improvement to homes. These programmes will be strengthened and enhanced
during 2004.

95. Madam President, in the area of family development services, the Administration intends to
provide greater legal assistanceto single parents. Therecordsare chronicled with incidences of lack
of care and maintenance by parents, child neglect and abuse, cries for employment, and spousal
conflict. Legal recourseisrequired in most cases. To overcome this shortcoming, the Department
of Gender and Social Affairs will be facilitating two Legal Sensitization Workshops through the
auspices of the Judicial Legal Reform Office for the Caribbean. The workshops are intended to
equip Socia Service Providers with knowledge of law and legal procedures related to the areas of
concern and to inform and educate clients who are experiencing the problems mentioned. Many of
the clients of the welfare system are single parents and the Administration through the Gender and
Social Affairs Department will continue to embrace them. We have already started a single parent

support group which will be solidified in 2004.
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PRIVATE SECTOR DEVELOPMENT

96. Madam president, this Administration recognizes that both the public and private sectors must
work hand in hand for the economic development of the country. Consequently, we have had
several meetings with the Chamber of Commerce and other stakeholders to discuss plans and
programmes to advance the Nevis economy. These meetings have been very fruitful and rewarding

and every effort will be made to ensure that the dialogue continuesin the new year.

97. However, the Administration hasinvested heavily in theinfrastructure of Nevisand has created
an environment conducive to growth and development. We therefore call on the private sector to
take up the challenge and invest in the island. Government will continue to attract foreign direct
investment, but we have to ensure that our own people play animportant rolein wealth creation. We
will therefore continueto provide assistance through loans and variousfiscal incentivesto encourage
local entrepreneurship. | would like to encourage the business sector both large and small to respond
to theseinitiatives. | also call on the private sector to look serioudly at the pricing of products. We
decided not to implement price control in order to allow market forces to dictate prices. We also
took the advice of the Chamber in thisregard. However, during 2004, we will continue to address

thisissue to ensure that we control the cost of living in Nevisto reduce the burden on our people.

98. Madam President, | havejust provided a synopsis of some of the sectoral plansfor 2004. More
detailsare provided in the estimates, and the various Ministerswill provide additional informationin

their presentations. | shall now turn my attention to the fiscal measures for 2004.

FISCAL POLICIESAND MEASURES

99. Madam President, earlier in my presentation, | indicated that there has been aweakening in the
fiscal position of the Nevislsland Administration over the past five- (5) years because of exogenous

factors. To prevent any further deterioration, the Administration sought technical assistance from
CARTAC inthe areaof Fiscal Management.
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100. Madam President, the analysisreveal ed that the deteri oration can be attributed to acombination
of factors: revenue has been weak in recent years because of aslow downinthe growth of economic
activity; large revenue foregone due to tax concessions and exemptions; and weak collection
enforcement. Furthermore, current expenditure, especially personal emoluments, was permitted to
increase as apercentage of GDPin 1999-2001 despite weak revenue. Mention was also made of the
fact that large capital expenditure in the wake of hurricanes has so far not been reflected in the
growth of the private sector, and deficits have beenincreasingly financed by commercial loansresulting
in the increase of the average interest rate from 5% in 1998 to 7% in 2003.

101. Madam President, this Administration believesin openness and transparency and consequently,
| have outlined the reality of the fiscal position in Nevis. What isimportant at thistime is that we
take the necessary action to correct the situation. | outlined earlier, the required adjustment as
espoused by the Central Bank. However, it isour view that the level of adjustment, which has been
prescribed, would be too burdensome on our people. Consequently, we have developed afive-year
plan to stabilize thefiscal situation by the year 2009. Thisrequiresthat we reduce the debt to GDP
ratio to below 60% by 2009. To achieve this goal we will have to generate surpluses on recurrent
account of about 1.5% of GDP in each of thefirst three years and 1% of GDP in subsequent years.
Thisrequires some belt tightening and fiscal discipline by all concerned but thiswill make sure that

the future will be secured if we do these things now.

102. To achieve this objective we propose the following measures for 2004:

1. Taxeson Properties: A new system of property valuation, from imputed rental to market value, will
be implemented hopefully by June 2004. By strict enforcement and the updating of the tax register
thisis expected to yield additional revenue of $700,000 for 2004.

2. Hotel Room Tax: The Tourism Development Levy will increase from 1% to 2% from June 2004.
Thetax basewill aso be expanded by applying the accommodation tax of 7% and the Tourism Levy
of 2% to therental of villas. Thisis expected to generate additional revenue of $800,000 in 2004.

3. The Administration is exploring the possibility of imposing an excise tax of $1.00 on the price of

gasoline. Thiswill replacethegasolinelevy. Thepricewill be allowed to fluctuate based on market
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conditions similar to the practice in some Caribbean countries and the industrialized world. This
proposed measure has the potential to generate $1.2 million. A fuel surcharge will also be added to
the price of electricity. Thiswill vary depending on the price of fuel and isamuch more equitable

system of charging for electricity.

4. Water Services. Stricter enforcement of the announced disconnection policy will beimplemented for
all 12 months of the year. There will also be an increase in the reconnection fee from $10.00 to
$100.00 effective January 1, 2004. 1t isexpected that thiswould serve as adeterrent to delinquency

in payment of water bills.

5. Concessions. Government will discontinuethe policy of granting exemption from consumption tax.
Churches, taxi operators and other beneficiaries of tax concession will be granted exemptionsfrom
duty only. The customs service charge and consumption tax will be payable. After discussion with
the Nevis Chamber of Commerce the Government has agreed to grant duty concession on solar

water heaters from January 1, 2004. Thisis being done to encourage energy conservation.

6. Ancillary Servicesin the Tourism Industry will be required to register with and be certified by the
Ministry of Tourism. Thefeescollected for theregistrationwill be utilized to regul ate these businesses
and promote Tourism. This policy is necessary to ensure that providers of these support services
meet the standards required of an upscale tourism destination and that they contribute to the

development and promotion of tourism in Nevis.

103. Expenditure: Every effort will be expended to reduce expenditure by undertaking thefollowing:
1. TheAdministrationwill carefully monitor the employment of both established and non-established

workersto control the cost of salaries and wages without jeopardizing serviceto the general public.

2. TheGovernment will seek to reduce the debt burden by refinancing debts, reducing borrowing from

commercia banksand limiting the number of capital projects.

3. Tighter control will be exercised on spending on goods and services. Government is considering

establishing a Centralized Purchasing Unit to better manage this part of its activity.
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104. Madam President, this Administration recognizes that the imposition of new taxeswill not by
itself adequately addressthe present fiscal challenges. Consequently, during 2004 and beyond greater
emphasis will be placed on Tax Administration and Expenditure Management. In thisregard, we

have already begun anumber of initiatives.

105. This Administration in conjunction with the Federal Government has contracted Crown Agents
to undertake a diagnostic study of the Customs Department with a view to improving the overall
operations. Their work will involve improving structures, systems and proceduresto better enable
the department to carry out itsmandate. Their work will focusprimarily on those areas of organization
where reform would have the greatest direct impact on levels of revenue collection and Customs
fraud. The project will be undertaken over aperiod of two (2) years and will include a programme
of training for staff members. It is expected that this project will improve revenue collection

significantly. The Administration is expected to contribute $450,000 to this project during 2004

106. Madam President, in collaboration with the Federal Government a request was made to the
Caribbean Center for Technical Assistance (CARTAC) to provide assistance in tax administration.
The goal of this project is to improve the management and administration of tax collection at the
Inland Revenue. Based on the recommendation of thisstudy the Inland Revenue Department will be
strengthened by improving tax audits, updating information systems and enhancing the legidative
framework. The report also gave guidelines on the implementation of a Value Added Tax (VAT)
system should the Government decides to take this route in the face of trade liberalization which
would result in areduction of Customsduties. Discussions have a so been held on the establishment
of aRevenue Authority, which would help to introduce private sector style management practicesto
revenue administration. These issues were aso discussed with the Tax Commission that visited
Nevis in October 2003 to discuss the recommendations of its report with the Nevis Cabinet and

other stakeholdersin Nevisincluding the Opposition.

107. Madam President, the Administration intendsto implement the recommendations of these reports
to improverevenue collection. Already, the Tax Administration Act has been passed in the Federal

Assembly. Thiswill givetax officials greater powers to enforce revenue collection. During 2004,
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wewill begintotrain officials at the Inland Revenue Department, and sensitize the Public about the

changesthat will beimplemented.

108. Madam President, the Administration has also sought technical assistance from CARTAC to
improveits cash management system. \We recognizethat poor cash management which resultsinthe
existence of substantial payment arrears, supplementaries, and unprogrammed borrowings could
cause serious cash flow problems. Fortunately, we have not yet reached thisstagein Nevis, butitis
important that we act expeditiously to ensure that budgetary and accounting policies and systems

are upgraded to avoid economic difficulties.

109. Thisnew system will require that the Government keep track of all tax arrears and outstanding
commitments. The consequence of thisfor sound economic management isthat if revenue estimates
are not achieved, maintenance of the budget proposals would be strained and could prove difficult
for futurefiscal stability.

110. During 2004 a cash committee will be established and chaired by the Permanent Secretary of
Finance. Other memberswill includethe Director of Budget, the Treasurer, the Heads of the revenue
agencies and the debt management unit. All revenue and expenditure departmentswill berequired
to submit to the Ministry of Finance quarterly budgets and monthly outcomes. Reports will also
include outstanding commitment and arrears of expenditure. The committeewill conveneregularly

to evaluate the performance of al ministriesand take the necessary corrective action where necessary.

111. Madam President, it is vital to the economic future of Nevisthat all involved in management
exercisethe highest standard of financial disciplineasrequired by the budget. \We expect senior civil
servants to follow the guidelines and apply the highest standards of professionalism. With these
initiatives, and the expected improvement in economic performance, | believethat we may beableto

achieve our fiscal adjustment targets even before 2009.

CONCLUSION

32



112. Madam President, in this presentation, | have provided details on the fiscal situation of the
Nevislsland Administration. | am satisfied that this government has been quite open with the people
of Nevis. | am aware that some persons will attempt to use the fiscal situation to argue the case
against full independence for the people of Nevis. But this could be seen as “clutching at straws’
especially as the attainment of independence would enable an independent Nevis through its own
sovereign government, to better approach aglobal market place to accessfinancing and investment

funds for devel opment and economic growth.

113. Madam President, due to the decline in the global economy, most of the countriesin theworld
areexperiencing fiscal difficulties. Eventhe United States Government has had to borrow heavily to

finance ahuge deficit.

114. Madam President, all of theislandsin the OECS have been going through avery difficult time.
Even though the debt to GDP ratio for Nevis is estimated at 72% for the end of 2003, this still
compares favourably with the other islands in the OECS which have an average debt to GDPratio,
up to the end of 2002, of 83.1%. Thisfigureislikely to increase when the data for 2003 become
available. Infact, threeidandsin the OECS have actual debt to GDP ratio in excess of 100%. The
Nevissituation thereforeis still much better than several countriesin the Caribbean and around the

world.

115. Despite the fiscal situation, it must be stated here that the people of Nevis have continued to
paddletheir own canoe. Inthelast Ten (10) years, we havereceived very little grantsin aid from any
sources and certainly Madam President, the Nevis Island Administration has received no financial
assistance from the Federal Government over this period. We have had to borrow to finance our
own economic development. The Federal Government has provided a sovereign guarantee for the
loans, but the debt and the responsibility to repay the loansisthat of the Nevislsland Government.
The progress that we have made since 1983, isadirect result of the hard work and determination of
our people especially since we assumed responsibility for our internal affairs. | am certain that the
senior personsin this house remember what Neviswas like before 1983. Our roadswere in astate
of disrepair, our port facilities were inadequate, electricity and water services were very limited,

unemployment was high, and our hospital facilitieswerefar below acceptable standards. Our people
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sought refuge in successful countries like the USA and its dependencies, Tortola, and St. Maarten

just to name afew.

116. From the moment a Government was established in Nevisin 1983, the course of history began
to change. Today we enjoy near full employment, modern port facilities, upgraded hospital facilities,
new asphalt roads, and upgraded social services. The development in Nevisin terms of housing,
commercial buildings, high quality jobs, and overall standard of livingisamazing. Thereisno other
period in our history that we have witnessed such aphenomenal growth in economic activity. It has
meant incurring debt but it was necessary to do so to provide the level of development we now

enjoy.

117. Madam President, sometimes when we achieve success we tend to forget the road that we have
traveled. Thereis absolutely no doubt that the progress Nevis has achieved since 1983 came as a
result of Nevisians gaining greater control over their economic and political destiny. | must remind
everyonethat the journey hasnot yet ended. If asa people we can achieve so much with autonomy,
the possibilitiesafter full independencearelimitless. Our peopleare determined and resilient. These
are attributes that will enable us to surmount difficulties in our quest for political and economic

advancement and independence.

118. Madam President, there are Governments and Institutions that have been supportive of our
effort to advance the development of this island. | express sincere thanks to the Caribbean
Development Bank (CDB), Kuwait Fund for Arab Economic Development (KFAED), the European
Union, the Canadian Government and CARTAC that continueto provide soft |oans, aid and technical
assistanceto the Government of Nevis. Without their help, the journey would have been much more
difficult.

119. Madam President, | can now see alight at the end of the tunnel. Thereis hope for a brighter

future for the people of Nevis. | thank God for his guidance over the yearsand | am confident that

hewill continue to light our path aswe boldly embrace the future.
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120. | leave you with the words of Thomas Fuller: “Thereal difference between menisenergy. A
strong will, a settled purpose, an invincible determination, can accomplish amost anything; andin

thisliesthe distinction between great men and little men.”
121. Have a blessed Christmas and let us move confidently into the future knowing that God is
watching over us, but we as a people must make the right decision to achieve our goals for

independence and economic development, and to receive God’s blessings.

122. Madam President, | so move.
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