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United States Virgin Islands
Comprehensive Economic Development Strategic Plan

1.1 Introduction

The Comprehensive Economic Development
Strategic (CEDS) Plan provides a policy frame-
work for the socio-economic development of the
US Virgin Islands. The CEDS Plan is a statement
of objectives for the Territory as a whole and
for individual sectors of the economy. It sets pri-
orities of economic policy, and proposes a pro-
gram of economic measures and methods for
the achievement of the objectives.

The CEDS Plan is a requirement of the US Eco-
nomic Development Administration (EDA) and
was developed through cooperation and part-
nership with the Government of the US Virgin
[slands, public agencies, the private sector, the
Chambers of Commerce, and the Hotel Asso-
ciations. The CEDS Plan was developed after a
series of public hearings were held to collect the
public’s views and recommendations on the
course of economic development. Concurrently,
government departments and semi-autono-
mous agencies were asked to submit their stra-
tegic plans and/or their goals and objectives.
This multi-faceted and participatory approach
allowed for a wide range of ideas which best
reflect the views of the residents of the US Vir-
gin Islands.

The Governor’s Comprehensive Economic Stra-
tegic Development Committee, a think tank of
public and private sector policy-makers, over-
saw the development of the CEDS Plan and rec-
ommended it to the Governor for approval. The
CEDS Plan was compiled and written by staff
of the Bureau of Economic Research (BER).

The Comprehensive Economic
Development Strategy is designed to create
jobs, foster a more stable and diversified

economy, and improve living

conditions.

1.2 Development Strategy

The Comprehensive Economic Development
Strategy is designed to create jobs, foster a more
stable and diversified economy, and improve liv-
ing conditions. The Strategy is based on an analy-
sis of the economy over the past years, its present
situation and future development. It identifies
problems and opportunities, set goals and estab-
lishes medium-term objectives intended to
achieve financial viability and sustained economic
growth. Furthermore, the Strategy includes an
action plan for the implementation of the mea-
sures for economic growth.

In response to the government's fiscal crisis, Gov-
ernor Charles Turnbull created an Economic Re-
covery Task Force comprised of top policy-mak-
ers in government and the private sector, to de-
velop a plan for fiscal recovery. The result was
the Five-Year Operating and Strategic Financial Plan,
hereafter referred to as the Five-Year Plan. The Five-
Year Plan identified nearly 200 financial recovery
initiatives designed to reduce the government’s
annual structural deficit and debt obligations,
enhance and grow the private sector, and gener-
ally, to reform government operations. The Five-
Year Plan also addressed an implementation
schedule for economic recovery.

Although the Five-Year Plan provided a plethora
of initiatives to solve the fiscal crisis, it did not
present an overall strategy for economic growth.
The CEDS Plan goes a step further by setting out
policies and approaches that should be pursued
in an effort to sustain economic growth, to gener-
ate employment and to create competitiveness.
Indeed many of the objectives set forth in the
CEDS Plan build on the considerable efforts of the
Five-Year Plan. This was done to ensure consis-
tency with the development goals and objectives
of the Fiscal Recovery Task Force and the Gov-
ernment of the US Virgin Islands.
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1.3 Development Goals

The principle goals of the Government over the
next five years are rooted in a strong commit-
ment to financial viability, increased economic
competitiveness, sustained economic growth,
and a higher standard of living for the residents
of the US Virgin Islands. Wit%lin this develop-
mental framework specific objectives have been
identified and given priority. These include re-
ducing the government’s current deficit and
debt obligations, private-sector growth, em-
ployment creation, and increased output. More
specifically, the goals are:

e Prudent management and strengthening
of public finances;

e Efficiency and cost effectiveness in public
administration;

e Develop and strengthen the tourism
sector;

e Strengthen the private sector and promote
entrepreneurship;

e Develop industry in tandem with the
physical environment;

e Promote agriculture, fishery and other
productive activities;

e Enhance human, capital and social devel-
opment by strengthening education,
health care, and housing; and

e Preserve and protect the natural environ-
ment.

The principle goals of the
Government over the next five years
are rooted in a strong commitment to
financial viability, increased economic
competitiveness, sustained economic

growth, and a higher standard of living

for the residents of the US Virgin

Islands.

1.4 Development Objectives

The objectives over the next five years will
seek to:

e Eliminate the current account deficit and

constrain fiscal policy to achieve a balanced
budget and limit public borrowing;

e Expand the tax base and improve tax col-

lection;

® Support the privatization of selected public

sector services in an effort to increase eco-
nomic efficiency;

e Widen the scope of banking and other finan-

cial services by creating competitive condi-
tions;

e Create employment opportunities and re-

duce the district imbalances in the unem-
ployment rate;

® Support and assist in the diversification of

the economy by seeking and aiding new and
developing industry;

®¢ Develop and maintain a strong, well-

planned and monitored tourism industries,
which harmoniously interacts with the cul-
ture, traditions and heritage;

® Increase the reliability of energy supplies

and efficiency of energy consumption;

® Encourage agricultural development by pro-

viding economic incentives, making land
available to small farmers and creating fa-
vorable conditions for cooperative farming;

e Increase the income levels of the labor

force;

® Provide college preparatory and vocational

training for students to prepare them for
higher education and/or the workforce;
Improve primary health care; and

® Preserve and maintain a clean and pristine

environment in the areas of water, air and
waste management.



US Virgin Islands Comprehensive Economic Development Strategic Plan 3

Il. Major Demographic and Economic Indicators

2.1 Population

The population of the US Virgin Islands was
112,863 as estimated by the 1997 Population
and Housing Survey (PHS), Eastern Caribbean
Center (ECC), University of the Virgin Is-
lands. This was approximately 11 percent
higher than the 1990 census count of 101,809.
The population for St. Croix was 51,695, St.
Thomas population was 56,906 and St. John
population was 4,262. Between 1990 and 1997
the population grew by 18 percent for St. Tho-
mas, 21 percent for St. John and 3 percent for
St. Croix.

Table 2.1 Population, VI: 1940 to 1997

Percent
Year Population Change
1997 112,863 2.9
1995 109,677 FiF
1990 101,809 5.4
1980 96,569 54.6
1970 62,468 94.6
1960 32,099 20.4
1950 26,665 7.1
1940 24,889 13.1

Source: Virgin Islands Digest, 2000 ECC/UVI

Table 2.2. Population by Island, VI: 1940 to 1997
Year Total St. Croix St. John St. Thomas

1997 112,663 51,695 4,262 56,906
1995 109,677 51,389 4,030 54,258
1990 101,809 50,139 3,504 48,166
1980 96,569 49,725 2,472 44,372
1970 62,468 31,779 1,729 28,960
1960 32,099 14,973 925 16,201
1950 26,665 12,103 749 13,813
1940 24,889 12,902 722 11,265

Source: Virgin Islands Digest, 2000 ECC/UVI

The Territory’s largest ten-year population
growth occurred between 1960 and 1970 as
shown in Table 2.1. The population grew at
an average annual growth rate of 6.7 percent.

The population growth rate has slowed
considerably since 1980 and can be explained
by two factors. The declining rate of growth
of the population is reflected, firstly, in
decreasing fertility. The number of children
being born in the Territory is decreasing and
this is especially marked since 1993. In 1999
there were about 1,773 births, the lowest of
the past 34 years. This compared to the peak
of 2,920 births recorded in 1970. The decline
is also reflected in the schooling population.
School enrollment has been on the wane since
1994 when there were 29,943 students. In 1999,
school enrollment dropped to 26,516, a
decline of 11 percent over 1994. Secondly,
although immigration is continuing, albeit at
a slower rate than in the 1970s and 1980s,
emmigration appears to be exceeding
immigration which may be partly explained
by the spate of hurricanes since 1989, and the
large numbers of Virgin Islanders who leave
in search of jobs on the US mainland.

2.2 Household Characteristics

Since 1990 the Territory has gained an esti-
mated 9,762 new housing units, an increase
of almost 25 percent. The 1990 Census of
Housing showed that there were 39,290 hous-
ing units in the Territory. The 1997 Popula-
tion and Housing Survey estimated that the
number of housing units was 49,052. The larg-
est increase in housing units was observed for
St. John whose housing units nearly doubled
from 1,920 in 1990 to 3,531 in 1997. The num-
ber of units for St. Croix grew by 23 percent
from 18,937 to 23,356, while the number of
units for St. Thomas grew by 20 percent from
18,433 to 22,165. Most of the increase in new
housing units can be linked to the buoyant
US economy, lower interest rates which made
borrowing cheaper, and the increased sources
of funds, including insurance proceeds that
were available following the hurricanes.
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One of the most striking changes in

housing tenure between 1990 and 1997 was

the increase in the number of owner-

occupied units.

Table 2.3. Characteristics of Housing Units, VI: 1990, 1997

Tenure Total St. Croix St. John St. Thomas
1990
Total Units 39,290 18,937 1,920 18,433
Occupied Units 32,020 15,045 1,330 15,645
Owner-Occupied 14,272 7,271 604 6,397
Renter-Occupied 17,748 7,774 726 1,948
Vacant 7,270 3,892 590 2,788
Average persons
per household 1.92 2.10 1.65 1.77
1997
Total Units 49,052 23,356 3,531 22,165
Occupied Units 39,220 18,690 2,131 18,399
Owner-Occupied 20,240 10,499 1,279 8,462
Renter-Occupied 17,981 7,486 791 9,704
Vacant 9,832 4,666 1,400 3,765
Average persons
per household 2.88 2.77 2.00 3.09

Source: Census Bureau; ECC/UVI

Government programs, which provided lower
cost homes and government-owned land to
lower and moderate-income households, made
housing more available and affordable. Addi-
tionally, Freddie Mac lending programs and the
availability of credit insurance, which reduced
the down payment requirement from 20 per-

cent to 10 percent, made home—ownershjp more
affordable.

One of the most striking changes in housing
tenure between 1990 and 1997 was the increase
in the number of owner-occupied units. As
shown in Table 2.3, according to the 1990 cen-
sus there were 32,020 occupied housing units
in the Territory. Of this total, 45 percent were
owner-occupied and 55 percent were renter-
occupied. In 1997, based on ECC estimates of
39,220 total housing units, owner-occupied
units exceeded renter-occupied units, 52 percent
compared to 47 percent. This occurred in spite
of the fact that the average price for a home in-
creased from $175,734 in 1990 to $223,341 in
1997.

2.3 Gross Territory Product, Income
and Prices

The last reliable estimate of Gross Domestic
Product (GDP), or Gross Territory Product
(GTP) as it is more commonly referred, was pre-
pared in 1989. Since that time no updates fol-
lowed for several reasons, including the un-
availability of accurate and timely data. In 2000,
the Bureau of Economic Research (BER) was
able to reestablish Gross Territory Product and
Personal Income accounts for the period 1989
to 1999.

Table 2.4. US Virgin Islands Gross Territory Product (GTP) in Current Dollars, by Industry: 1989-1999

[$Million]
Average
Annual
Growth
Rate
Industry 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 |1989-1999
Gross Territory Product 1,442.1 1.588.1 1,646.7 1,687.3 1,924.9 1,793.9 1,794.5 1,864.6 1,803.4 1,923.7  1,969.3 2.8
Private Industries 1,072.9 1,203.4 1,234.7 1,261.8 1,495.5 1,348.3 1,321.5 1,362.5 1,316.8 1,307.4  1,430.0 2.6
Construction 85.0 131.1 , 128.9 127.0 256.1 86.2 70.5 113.4 911 827 87.9 0.3
Manufacturing 85.9 101.0 113.1 116.1 137.6 138.7 130.7 130.4 129.3 143.1 149.4 5.1
Trade 3839 415.8 4229 458.9 465.0 488.7 488.4 463.1 441.8 465.1 473.2 1.9
Services 2711 297.1 308.8 290.7 357.9 354.6 346.3 3529 3558 387.7 386.1 32
Other Industry 247.0 258.5 261.3 269.2 278.9 280.2 285.6 302.6 2987 3187 3334 27
Government 369.2 3847 411.9 425.5 429.4 4455 473.0 502.2 486.6 526.4 539.4 3.5
Territory 3378 350.6 3771 386.1 388.6 407.1 421.3 447.0 4343 468.6 477.2 5.1
Federal 3.4 34.1 348 39.4 40.8 38.4 51.7 55.2 52.3 57.8 62.2 6.9

Data for 1999 are preliminary
Source: Bureau of Economic Rescarch
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When measured in current prices GTP increased
from $1,442.1 million in 1989 to $1,969.3 mil-
lion in 1999. This reflects an average annual
growth rate of 2.8 percent for the period 1989
to 1999. GTP grew by 14 percent in 1993 to peak
at $1,969.3 million. This growth was fueled by
increased economic activity associated with
Hess Oil Virgin Islands (HOVIC) catalytic
cracker project. GTP contracted by 7 percent in
1994 to $1,793.9 million, was flat in 1995 at
$1,794.5, but in 1996 grew by 4 percent to
$1,864.6 million, primarily due to strong growth
in construction activities following hurricane
Marilyn. In 1997, a contraction in the construc-
tion sector as major public- and private-sector
projects ended, as well as the absence of major
economic activity in other productive sectors
resulted in negative growth of 3 percent. In 1998,
GTP grew by nearly 7 percent to $1,923.7 mil-
lion as a result of strong performance in the
manufacturing, trade and service industries. In
1999 GTP grew by a mere 2 percent to $1,969.3.

GTP by Industry

Between 1989 and 1999 there has not been any
significant shifts in GTP components. The con-
struction sector’s share of GTP dropped from
5.9 percent to 4.5 percent. The average annual
growth rate of construction was zero over the
11-year period as shown in Table 2.4. Except for
the early 1990s, there has not been much activ-
ity in the construction sector. This does not bode
well for the economy since a decline in this sec-
tor signifies that there has not been major in-
vestment in new plant and capital during this
period. Activity in construction, however, is
expected to rise over the next couple of years
as some major infrastructure projects get under-
way. These include the Ritz Carlton Hotel, Pond
Bay Club, Carifest theme park, road construc-
tion and other projects such as the Enighed
Pond Port, the Red Hook Ferry Terminal, the
Crown Bay dock and land development.

The manufacturing sector demonstrated the
strongest growth during this period, albeit
small. The average annual growth rate of manu-
facturing was 5.1 percent. Its share of GTP in-
creased from 5.9 percent to 7.6 percent between
1989 and 1999. Manufacturing, in absolute terms
and as a share of GTP, is unlikely to show much

GTP by Industry: 1989

Construction

Other 5.9 %
17.1%

Manufacturi
6.0%

Public Sector

25.6 % J Services
18.8 %
Trade
26.6%
GTP by Industry: 1999
Construction
Other 4.5 % .
16.9% Manufacturing
7.6 %
Public Sector
27.4 % Services
19.6 %

Trade
24.0%

increase in the short term unless there are dra-
matic efforts to attract major industry to the Ter-
ritory.

The trade sector’s share of GTP dropped from
26.6 percent in 1989 to 24.0 percent in 1999. Since
trade is intricately bound to the tourism sector
a decline seems to indicate that activity in the
tourism sector has also declined. This observa-
tion is supported by the decline in the hotels,
restaurants and gift shops as a share of GTP.
Income accruing or value added by this sector
fell from 19.7 percent in 1989 to 17.7 percent in
1999.

Services remained relatively stable as a share of
GTP, increasing marginally from 18.8 percent in
1989 to 19.6 percent in 1999. Although a good
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portion of economic activity in the service sec-
tor is fueled by the tourism sector, some losses
in tourism activity were offset by an increase
in financial and business services.

The public sector’s share of GTP grew from
25.6 percent in 1989 to 27.4 percent in 1999.
This represents an average annual growth rate
of 3.5 percent over the 11-year period. The
Territorial government’s share of GTP grew
from 23.4 percent in 1989 to 24.2 percent in
1999. The Federal government’s share of GTP
grew from 2.2 percent in 1989 to 3.2 percent
in 1999.

The private sector accounted for 72.6 percent
of GTP in 1999, declining from 74.3 percent
in 1989. The average annual growth rate of
the private sector was about 2.6 percent dur-
ing the period under consideration.

Noteworthy, is the fact that the Territorial
government’s contribution to GTP grew at a
faster rate than the private sector’s
contribution. Comparatively, private
industries in the United States account for
roughly 88 percent of GDP while total govern-
ment’s contribution to GDP is about 12
percent (the federal government’s share is
about 4 percent and state and local
government’s share represents 8 percent of to-
tal GDP). The fact that the Territorial
government’s share of GTP is high relative to
the US mainland is not surprising since it pro-
vides basic services such as utilities. The pub-

lic sector’s share of GTP should decline in the
near future if many of the basic services per-
formed by the public sector are transferred
to the private sector, thereby reducing
government’s personnel and other costs.

2.4 Inflation and Per Capita Income

A deficiency with the macroeconomic indica-
tors over the years was the absence of a price
deflator to calculate the real values of output
and income. Prior to August 2001, the Terri-
tory did not have a Consumer Price Index
(CPI) and therefore used the CPI for the
United States in its price inflation gauge. Al-
though the use of the mainland CPI to deflate
local prices was misleading since it did not
accurately represent price conditions in the
Territory, it nonetheless provided anecdotal
evidence of price inflation. It was assumed
that prices in the Territory increased an aver-
age of 1 to 3 IEercent in the past few years,
consistent with the average price increases in
the rest of the United States. However, the
Territory’s CPI, which was funded by the US
Economic Development Administration and
prepared and released in August 2001 by the
Bureau of Economic Research, showed that
the inflation rate is likely to exceed 5.0 per-
cent by the end of 2001, if the cost of goods
and services continued along the trend ob-
served over the first six months (Table 2.5).

Per capita gross territory product, a compara-
tive measure of economic well being, grew

Table 2.5 US Virgin Islands Consumer Price Index
|

The public sector’s
share of GTP should

Expenditure Category

i | Index (January 2001 = 100)

February March April May  June
Weights 2001 2001 2001 2001 2001

decline in the near future All Items

if many of the basic

! Housing
services performed by the Apparel
public sector are Transportation

: Medical Care
transferred to the private R cclea ar
ecreation

sector, thereby reducing Education and

Communication

government’s personnel

and other costs.

Food and Beverages

Other Goods and Services 18.28
Monthly Rate of Inflation

100.0 100.7 1014 1019 102.7 103.0
12.46 103.6 104.7 1042 1043 1024

38.79 100.2 100.2  100.2 100.3 99.9
2.24 99.5 103.7 1052 107.8 109.2
11.12 100.0 1000 1023 1022 101.6
5.84 99.7 1026 1049 1084 1113

| 4.17 105.2 110.2 1046 106.6 110.5

7.10 100.0 100.0 99.9 99.9 99.9
100.1 100.3 1027 104.7 106.8
0.7 0.6 0.6 0.7 0.3

Source: Bureau of Economic Research
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from $14,208 in 1989 to peaked in 1993 at
$17,708 before dropping to $16,234 in 1994, and
increased to $16,361 in 1995 and $16,465 in 1996.
In 1997, per capita GTP fell to $15,752 but rose
to $16,639 in 1998 and to $16,865 in 1999.

Table 2.6. Per Capita Income and Product Item
Current Dollars: 1989-1999
[In dollars]

Per Capita

Per Capita Personal

Year GTP Income
1999 16,865 16,242
1998 16,639 15,793
1997 15,752 14,947
1996 16,465 15,413
1995 16,361 15,181
1994 16,243 14,990
1993 17,708 15,944
1992 15,788 13,867
1991 15,679 13,224
1990 15,598 12,799
1989 14,208 11,427

Source: Bureau of Economic Research

Personal income per capita, a more precise
measure of individual well being, rose
through 1993 to $15,944, fell in 1994 to $14,990,
and then rose in 1995 and 1996 to $15,181 and
$15,413, respectively. In 1997 personal income
per capita fell to $14,947, rose to $15,793 in
1998 and peaked at $16,242 in 1999.

2.5 Employment and Wages

The best performance of the economy over the
period 1989 to 1999 occurred between 1990
and 1993 as depicted in Table 2.7.
Employment exhibited robust growth as the
demand for labor grew following hurricane
Hugo in 1989, and the construction of a
catalytic cracker at Hess Oil Virgin Islands
Corporation, (HOVIC) from 1991 to 1993.
Additionally, the expansion of the tourism
sector helped to boost employment and wages
to record levels. Nonagricultural wage and
salary employment grew by 13 percent and
peaked at 48,650 in 1993. In 1994 growth
slowed with the completion of major private
and public-sector projects. In 1995, hurricane
Marilyn dealt a devastating blow to an already
fragile economy, inflicting damage to tourist
facilities and other infrastructure. These
developments exposed the extreme
vulnerability and sensitivity of the economy
to natural disasters and external conditions.
By 1999, these factors and others, led to the
lowest level of employment in the past 10
years. In fact, employment, which totaled
40,993 in 1999, was lower than the 42,010 jobs
recorded in 1989.

Table 2.7. US Virgin Islands Non-Agricultural Wage and Salary Employment

Annual Average, 1989-1999

Industry 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Total 42,010 43,140 43,840 44,810 48,650 44,620 42,260 41,340 41,496 41,688 40,993
Private Sector 28,430 29,560 30,490 30,930 34,740 30,810 28,540 27,280 27,762 27,935 27,554
Construction 2,730 3,750 3,430 4,010 5,440 1,890 1,360 2,520 1,876 1,528 1,668
Manufacturing 2,320 2,450 2,720 2,810 2,870 2900 2,500 2,340 2,234 2418 2,427
Transport & Utilities 2,360 2,330 2,520 2,610 2,670 2,680 2,580 2,280 2,362 2370 2372
Wholesale 1,070 990 1,010 1,010 1,020 1,080 1,070 1,070 1,153 1,150 1,091
Retail 8,430 8,670 8,960 8,770 9,440 9,610 8,820 8,250 8,290 7964 7,728

Finance, Insurance ‘

& Real Estate 2,030 2,140 2,090 2,050 2260 2,140 1,820 1,800 1,873 1,882 1,936
Services 9490 9230 9,760 9,670 11,040 10,510 10,390 9,020 9,969 10,623 10,332
Government 13,580 13,580 13,380 13,880 13,910 13,810 13,710 14,060 13,734 13,753 13,438
Territorial 12,760 12,700 12,610 13,070 13,090 12,960 12,690 13,070 12,875 12,876 12,566
Federal 820 880 770 810 820 850 1,020 990 859 877 872

Source: VI Bureau of Labor Statistics.
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Table 2.8. Annual Average Gross Pay By Sector, Virgin Islands: 1989-1999
[In dollars]

Industry 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Total 15,894 21,080 22,254 21,585 24,294 24,697 25,554 25,062 24,700 26,295 26,420
Private Sector 16,518 19,416 20,155 19,656 23,256 23,890 24,625 22,516 22,485 23,562 23,784
Agriculture 11,931 14,289 13,987 15,554 14,851 13,894 14,822 15,290 16,000 15,120 15,056
Construction 18,680 24,725 26,632 22,200 37,795 26,736 25,239 26,931 27,041 26,680 25,488
Manufacturing 24,724 28,933 30,302 30,132 36,075 35,923 38,293 38,793 41,442 42,626 42,464
Transport & Utilities 20,592 22,753 23,437 24,098 25,196 24,074 24,955 26,933 26,140 28,114 29,328
Wholesale Trade 18,549 20,334 22,051 23,677 23,943 24,577 25,276 25,813 26,842 27,928 28,032
Retail Trade 15917 18,636 19,018 22,527 20,796 22,044 22,566 16,019 16,190 17,197 18,488
Finance, Insurance

& Real Estate 19,677 22,272 23,221 24,271 23,457 23,755 26,291 27,751 28,636 29,917 30,268
Services 15,451 18,360 18,701 16,946 20,081 20,633 19,562 20,729 20,269 20,949 21,376
Government 23,815 24,769 27,028 26,123 25,860 27,526 28,978 30,177 29,235 31,854 31,828
Territorial 23,417 24,388 26,523 25,399 25,129 27,072 28,214 29,278 28,184 30,734 30,628
Federal 29,875 30,220 35,059 37,512 38,171 34,239 38,602 42,352 44,673 48,353 49,160

Source: VI Bureau of Labor Statistics

Employing statistics from the VI Bureau of
Labor Statistics, the unemployment rate for
the Territory grew from about 3 percent in
the early 1990s to 7.0 percent in 1999. Other
sources, however, have reported an
unemployment rate that is much higher.
The 1997 Consumer Expenditure Survey
(CES) reported an unemployment rate of
11.3 percent for the Territory, 16.2 percent
for St. Croix and 7.6 percent for the St.
Thomas and St. John district. The
differences in the rate arise from the
method that is used. The VI Bureau of Labor
Statistics uses administrative records to

In 1995, hurricane Marilyn dealt a
devastating blow to an already fragile
economy, inflicting damage to tourist

facilities and other infrastructure.

These developments exposed the

extreme vulnerability and sensitivity
of the economy to natural disasters

and external conditions.

determine those who are unemployed, and
do not capture those those who do not
report, or those workers who have
exhausted their rights to unemployment
insurance, or new workers who have not
earned that right to unemployment
insurance. This method underestimates the
number of employed persons. The Eastern
Caribbean Center employs a methodology
that extends to the entire population
through either censuses or surveys.

Wages

Between 1989 and 1999 the annual average
gross pay for all industries increased by 40
percent from $18,894 to $26,420 as shown
in Table 2.7. The manufacturing sector en-
joys the highest annual average wage earn-
ings in the private sector—$42,464 in 1999.
The finance, insurance and real estate sec-
tor and transportation, communications
and utilities sectors had the next highest
annual average earnings—%$30,268 and
$29,328, respectively. Territorial govern-
ment employees made more on average than
private sector employees, $30,628 compared to
$23,784. Federal government employees had the
highest annual earnings at $49,160.
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lll. Economy by Sector

3.1 Tourism

The tourism industry experienced a period of
expansion during the 1980s and early 1990s. Be-
tween 1994 and 1996, however, this sector de-
clined—affected primarily by a series of hurri-
canes as well as lower direct airline seats and
the high cost of airline travel. Since 1997, the
tourism industry has rebounded and is show-
ing positive gains.

The hotel, gift shops and restaurant sector is
used as a proxy to measure the direct contribu-
tion of tourism to GTP. Direct jobs in tourism
in 1999 were estimated to be 8,370. These in-
clude hotels and other lodging places (about 47
percent of the total), gift shops, eating and
drinking establishments, and air transport. The
contribution of this sector to GTP has grown
from $284.2 million in 1989 to $347.9 million in
1999. Actual direct tourism-related employment
is in all likelihood under-estimated since many
of the jobs created in the service and trade sec-
tors are directly related to the tourism indus-
try. When these sectors are taken into account,
direct tourism-related jobs may account for as
much as 40 percent of all private-sector jobs and
tourism’s contribution to GTP may be as much
as 60 percent.

Total visitor arrivals expanded rapidly during
the 1980s and reached 1.9 million by 1992. In
1993, and for the next three consecutive years,
visitor arrivals declined as a result of a drop in
both overnight and cruise ship visitors. In 1995,
total visitors declined to 1.7 million and grew
by a mere 2 percent in 1996. By 1997 total arriv-
als rebounded by 20 percent and reached 2.1
million. In 1998 the industry recorded the high-
est level of visitors ever, slightly more than 2.1
million. Although 1999 recorded a drop in
cruise visitor arrivals, and consequently a de-
cline in total arrivals to just under 2 million,
every indication is that visitor arrivals have
surged to record levels. Preliminary estimates
for calendar year 2000 show that there was a
record 2.4 million visitors.

Although 1999 recorded a drop in

cruise visitor arrivals, and consequently a
decline in total arrivals to just under

2 million, every indication is that visitor
arrivals have surged to record levels.
Preliminary estimates for calendar year
2000 show that there was a record

2.4 million visitors.

Table 3.1. Visitors by Type, VI: 1990 to 1999
[In Q0O0s)

Type 1990 1995 1997 1999
Total 1.811.,5 17413 21280 19629
Tourists 462 5 454 () 3929 483 .8
Excursionists 1.349.0 12873 17351 14791
Air Excursionists 2294 116.0 6.2 76.3

Cruise Passengers 1,196 1,171.3
Source: Bureau of Economic Research

1,619.0 14027

Table 3.2. Hotel Rooms and Expenditure, VI
1980 to 1999

Hotel Visitor  Est. Visitor Average

Rooms Arrivals Expenditure Expend.

Year (Hundreds) (Thousands) ($Millions) Per visit $
1999 4,849 1,962.9 954.9 486
1997 4,401 2,128.0 894.0 282
1995 5,154 1,741.3 822.3 473
1993 5,406 1,923.1 901.7 469
1991 4,738 1,899.5 T77.9 410
1989 5,231 1,738.3 621.4 357
1980 5,102 1,217.4 2035 241

Source: Bureau of Economic Research

The level of total visitor expenditure—an impor-
tant measure and indicator of tourism activity—
grew to an estimated $955 million in 1999 from
$621 million in 1989. This expenditure record is
attributed mostly to overnight visitors whose
average per visitor expenditure is roughly six
times that of cruise visitor expenditure, based
on a series of exit surveys conducted by BER.
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Rum Industry

The rum industry largely consists of one com-
pany, Virgin Islands Rum Industries, Ltd., a
subsidiary of Todhunter International, Inc.,
which is fifty percent, owned by Angostura,
Inc., a Trinidad and Tobago company. The in-
dustry produces Cruzan and Old St. Croix
brand rum as well as bulk shipments for other
labels. The rum industry employs about 50
people. In 1999, the company shipped 5 mil-
lion proof gallons of bulk Virgin Islands rum
to the United States. The most important ben-
efit of the rum industry is the payment by the
US Government, under the Organic Act, the
alcoholic beverage excise tax of $10.50 per
proof gallon collected on Virgin Islands rum.
US federal excise taxes levied on VI rum are
paid by US distributors when they bottle VI
rum shipped in bulk to the US, and are col-
lected by the Bureau of Alcohol, Tobacco, and
Firearms (BAFT) of the US Department of
Treasury. BATF collects these taxes at the rate
of $13.50 per proof gallon, but the portion of
these revenues, which was actually trans-
ferred to the Virgin Islands, was for many
years $10.50 per proof gallon. On November
1999, legislation passed by the US Congress in-
creased the rate to $13.25 per proof gallon on
spirits brought into the United States between
June 30, 1999 and January 1, 2001. Without fed-
eral legislation, the rate will revert to $10.50 per
proof gallon on January 2, 2002. The Govern-
ment continues its efforts to secure a permanent
increase in the rate to $13.50.

3.3 Construction

The construction sector’s contribution to GTP
in 1999 was $87.9 million, virtually the same
as in 1989. Except for the periods 1990 to 1993
and 1996 when major infrastructure rebuild-
ing and private sector projects boosted con-
struction, this sector has demonstrated little
growth. The construction sector depends
largely on the course of tourism development
and on investment in fixed assets. From about
1990 to 1993, there was a boom in construc-
tion activity with the reconstruction of homes,
hotels, schools and other infrastructure fol-

The construction sector depends

largely on the course of tourism
development and on investment in

fixed assets.

lowing hurricane Hugo. For the next two years
jobs in the construction sector declined to a
level not seen since the mid-1980s. Hurricane
Marilyn in 1995, despite the damage it in-
flicted, brought much needed activity to this
sector. Reconstruction activity spurred
growth in 1996 resulting in an 85 percent in-
crease in jobs to 2,520. However, by 1999 most
of the gains the construction industry experi-
enced were eroded as post-hurricane con-
struction came to an end and construction ac-
tivity in general declined.

3.4 Wholesale and Retail Trade

The performance of the trade sector over the
past decade has been less than stellar with an
average annual growth rate of about 2 per-
cent. This sector’s contribution to GTP was
$473.2 million in 1999 compared to $383.9
million in 1989.

Employment in trade reached a record 10,690
in 1994 and has declined every year hence.
Currently, there are approximately 9,200
people employed in the trade sector. The level
of employment in retail trade, which also
reached a record 9,610 in 1994, is now at 8,000,
much lower than it was a decade ago. In 1989,
for instance, the number of people employed
in retail was about 8,430.

Total business receipts, a broad measure of
economic activity, rose from $2,281 million in
1992 to $2,296 million in 1997 according to the
1997 Virgin Islands Economic Census. Retail
trade produced $1.1 billion in sales and re-
ceipts reported in 1997—nearly half of the $2.3
billion in sales—and grew by 20 percent over
1992. Wholesale trade reported receipts of
$252.4 million, nearly 40 percent lower than
the $414.4 million in sales reported in 1992.
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Table 3.3. VI Establishments: 1982 to 1997
Characteristics 1982 1987 1992 1997
Establishments 2,588 2604 2,932 2032
Sales & receipts ($Mil) 2,281 2,296
Annual payroll ($Mil) 229 255 338 382
Paid employees 19,132 20,709 20,968 21,216
Proprietors & partners 1,526 1,102 1,117 583
Sources: Economic Censuses, Bureau of the Census

A number of factors account for the recent
decline in the trade sector. One primary
reason is the intense competition the US
Virgin Islands faces from other Caribbean
islands which are aggressively positioning
themselves as key players in the tourist retail
market, and from cruise ships which now
have onboard stores which compete directly
with local retailers, and consolidation and loss
of smaller retailers as “big box” retailers
entered the Virgin Islands market. Other
competition comes from online shopping as
more and more people turn to the internet.

A number of factors account for
the recent decline in the trade sector.
One primary reason is the intense
competition the US Virgin Islands faces
from other Caribbean islands which ar
aggressively positioning themselves as

key players in the tourist retail market

and from cruise ships which now have

onboard stores which compete directly

with local retailers, and consolidation
and loss of smaller retailers as “big
box” retailers entered the Virgin

[slands market.

3.5 Government

The Territorial government’s contribution to
GTP grew from $338 million in 1989 to $477
million in 1999, an annual average growth
rate of 3.1 percent. The Federal government’s
annual contribution to GTP grew from $31
million in 1989 to $62 million in 1999 or an
average annual growth rate of 6 percent. The
Federal government’s contribution represents
about 3 percent of total GTP.

Roughly 30 percent of all jobs in the Territory
are public sector jobs with Territorial
government jobs accounting for 94 percent of
total public sector jobs. In 1999, there were
approximately 13,438 public-sector jobs—
12,566 in local government and 872 Federal
government jobs. The largest number of
Territorial government jobs recorded in the
past decade was 13,090 in 1993. Since 1993
Territorial government jobs have slowly
begun to decline, about an average of 2
percent each year. Most of this decline is due
to attrition and voluntary retirement,
although some is due to the elimination of
positions.

The employment trend of the last decade
partly explains the dismal fiscal plight with
which the Territory is faced. The government
has debt obligations of nearly $1.4, billion and
an accumulated budget deficit in excess of
$300 million. A large portion of this obligation
—nearly $300 million—is retroactive wages
owed to union employees. Although, the
Government has made significant strides in
reducing the number of public sector jobs, the
exigencies of the situation require that
continual efforts be made to adopt a
systematic restructuring or downsizing
program that would substantially reduce its
personnel costs.
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IV. Fiscal and Economic Recovery

41 General Fund

The key sources of government revenue are
individual income taxes, corporate income
taxes, gross receipt taxes, trade and excise
taxes, real property and matching funds from
excise taxes. These sources of revenue ac-
counted for 97 percent of total net General
Fund Revenues. Other sources of revenue,
which accounted for 3 percent of total net rev-
enues, include nontax revenue such as li-
censes and permits, fines, franchise fees, bank
fees and miscellaneous revenues. The VI De-
partment of Finance and the VI Bureau of In-
ternal Revenue share the responsibility for the
collection of most of these revenues. Approxi-
mately 80 percent of General Fund Revenues
are collected by these agencies.

4.2 Fiscal Performance

Since 1989, the fiscal conditions of the Gov-
ernment has been characterized by an imbal-
ance in the current account with substantial
fluctuations in revenues and expenditures re-
sulting in year-end operating deficits and sur-
pluses in the General Fund. With the excep-
tions of Fiscal Years 1990 to 1993 and 1998,
government’s expenditure has exceeded to-
tal revenues. In Fiscal Years 1990 and 1991,
the General Fund closed with an operating
surplus due largely to the FEMA Community
Disaster Loan proceeds. In 1993, revenues in-
creased partly as a result of hurricane resto-
ration related construction. Proceeds from
FEMA Community Disaster loan as well as
from working capital borrowing created an
operating surplus for Fiscal Year 1998. Total
revenues collected grew from $393 million in
1992 to $405 million in 1995. Following hurri-
cane Marilyn in 1996, Fiscal 1996 ended with
$427 million in General Funds; however, $62
million represented loans from the Federal
government. In 1997 total revenue collected
was $390 million; a $43.8 million in Federal
loans ended the fiscal year with $415 million

in General Funds. For Fiscal Year 1998, a to-
tal of $475 million was collected in revenues,
including a final Federal loan draw down of
$37 million. For Fiscal Year 1999, $461 mil-
lion were collected in revenues.

Table 4.1. General Fund Revenues,
VI: Fiscal Years 1995 to 1999 (In 000s)
Taxes 1995 1996 1997 1998 1999

Individual 177,018 188,552 192,620 202,906 212,410
Corporate 34,596 22,290 21,785 27,664 23,567
Gross Receipts 76,670 85,378 B6804 88,609 85,227
Trade & Excise 12,598 17,124 11,796 13,680 17,686
Real Property 50,388 19,982 45,682 60,787 53,883

Other Taxes 2,773 871 3,539 3,653 2,078
Total Taxes, Net 323,034 323,324 357,176 381,468 392,364

Other Revenues 9,235 9,272 9,121 15,929 10,101
Total Tax Revenues 332,269 332,596 366,297 397,397 402,465
Source: VI Department of Finance unaudited revenue
reports and OMB Executive Budgets

4.3 Accumulated and Recurring
Deficits

General fund expenditures—most of which
goes to education, health and medical services,
and human services—have outpaced general
fund revenues for the past five years. Tﬁe gov-
ernment faces a deficit annually in the range of
$20 to $90 million, and an accumulated deficit
in the General Fund of approximately $340 mil-
lion at the end of fiscal year 1999. As a result of
the recurring annual operating deficits, at the
end of Fiscal Year 1995 the Government had an
accumulated deficit of approximately $152.2
million, based on audited financial statements
of the Government prepared by KPMG LLP.
The deficit increased to $251.7 million at the end
of Fiscal Year 1996 and in Fiscal Year 1997, the
accumulated deficit increased to approximately
$343.7 million. For Fiscal Year 1998, FEMA loan
proceeds and proceeds from the 1998 Bonds
resulted in a decreased accumulated deficit of
$289.4 million. As of June 30, 1999, the accumu-
lated deficit of the Government was approxi-

mately $340 million.
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Table 4.2. Basic Operational Expenditures by Selected Categories, VI: 1995 to 1998

[Amounts in thousands|

Expenditure 1995 1996 1997 1998

Total 502,055 479,166 494,351 493,396
General Government 150,686 118,060 160,795 174,762
Public Safety 44,139 47,755 45,462 44,554
Education 134,900 135,884 127,014 119,373
Trans. & Communication 31,666 32,811 28,010 28,745
Health & Medical Services 114,996 82,412 72,068 69,198
Human Services na 34,898 31,167 29,000
Housing Development 6,825 7,631 7,593 7,821
Agricultural Development 9,442 10,420 10,736 8,879
Commercial & Industrial Development 5,705 5,940 7,660 7,193
Labor Relations 3,696 3,355 3,846 3,891

Source: V1 Department of Finance unaudited reports

The causes of the Government’s fiscal imbal-
ance include a large public sector payroll,
which equals approximately 64 percent of
General Fund outlays and a shrinking private
sector tax base. The operating deficits have
placed severe constraints on the
Government’s ability to meet its financial ob-
ligations, to pay taxpayers and vendors and
to provide acceptable levels of basic services.

In an effort to meet some of its financial
obligations and to meet the rise in recurrent
expenditure, the Government has financed
portions of its operating deficits with long-
term bond issues including $299.8 million in
Revenue Bonds in 1999. This bond issue
permitted the government to finance $134
million in tax refunds for tax years 1997 and
1998, $44 million in vendor payments, and a
$35 million loan for the repayment of a short-
term loan to fund payroll costs. In 1998, the
Government also issued $541.8 million in
Revenue and Revenue Financing Bonds.
These bonds were used to finance the

outstanding bonds and other debts issued by
the Government and to fund certain capital
projects.

Although Government was able to pay some
of its obligations from bond proceeds, at the
end of Fiscal Year 1999 it still owed about $272
million in retroactive pay to union employees,
about $46 million to vendors, about $50 to $60
million in tax refunds, $21.5 million to the
Water and Power Authority (WAPA) in back
billing, and $44.8 million to the Government
Employee Retirement System (GERS). The
Government’s total debt is reported at $1.4
billion—$864.5 in bonded debt and $514.8
million in non-bonded debt. Such staggering
debts has had an inverse impact on
government’s ability to meet its obligations,
including a biweekly payroll of approximately
$13 million and to meet its core operating and
capital project obligations. It also limits the
government’s ability to access the capital
markets since its ability to borrow for required
capital projects is tied to its ability to pay.

...the Government has identified a number of fiscal policy objectives designed to reduce

the current account deficit, to achieve a balanced budget and to reduce non-bonded public

debt. Achieving these objectives, however, requires more effective administration of the
collection of revenues and their uses and a reduction in public expenditure. It also requires
implementing measures to expand the tax base, to improve the collection of taxes without

increasing tax rates, and to encourage increased investment and growth.
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4.4 Fiscal Policy Objectives

Against this backdrop of fiscal insolvency, the
Government has identified a number of fis-
cal policy objectives designed to reduce the
current account deficit, to achieve a balanced
budget and to reduce non-bonded public
debt. Achieving these objectives, however,
requires more effective administration of the
collection of revenues and their uses and a
reduction in public expenditure. It also re-
quires implementing measures to expand the
tax base, to improve the collection of taxes
without increasing tax rates, and to encour-
age increased investment and growth.

The following section identifies many of the
key obstacles that are inimical to fiscal and
economic growth. It also represents a number
of initiatives and strategies designed to
rebuild the economy over the next five years.

4.5 Fiscal Policy Reform
Budget Reform

The budgetary process demonstrates a lack
of coordination and agreement between the
executive and legislative branches of
government. As a consequence, there
continues to be variances with respect to the
sources and uses of revenues eacfl year the
annual budget is submitted by the Governor
and reviewed by the Legislature. Part of this
problem arises because there are no stated
budgetary and economic policy guidelines
other than a balanced budget requirement.
The lack of clearly defined goals and
objectives and long term planning to provide
direction to the government’s fiscal and
economic development program, has led to
the situation where expenditures have
outpaced revenues. The consequences are
annual budget deficits and mounting
government debt.

In an attempt to control the burgeoning costs
of government and to limit spending, the VI
Legislature enacted The Government Financial
Accountability Act of 1999 or Act No. 6289
establishing a mandatory balanced budget
requirement. The Act also requires that

appropriations in each fiscal year not exceed
the average of the prior two years verifiable
revenue received; the annual deficits be
eliminated to prevent the accumulation of
debt; and that the Government should be
current in the payment of its obligations to
employees and vendors. The Act further
stipulates that any revenues in excess of the
budget appropriation, the VI Legislature may
enact a suplemental appropriations for an
amount not to exceed 20 percent of the excess
and the remaining 80 percent applied to any
deficit that exists. When no deficit exists, the
excess revenues shall remain as a surplus for
the fiscal year.

The intent of the legislation is to limit
excessive unsubstantiated revenues to
support expenditure levels, to improve the
planning of revenue and expenditure, as well
as to manage and control the budget and limit
the debt of the Government. Although the
verifable receipts law was well intended, the
bill as written had major flaws. The
requirement that there must be an average of
two prior years verifable receipts would be
difficult if not impossible to comply with since
one of those two years include incomplete
receipts for the current budget year.
Additonally, the law did not allow for any
revenue initiatives. For these reasons and
others the Verifiable Receipts Law was
suspended effective Fiscal Year ending
September 30, 2001.

Public Expenditure Reform

The Government Financial Accountability Act
should strengthen the fiscal conditions and
the efficiency in the uses of revenues, since
firstly, it requires a balanced budget and
secondly, it sets limits on government
spending and public debt. However, public
expenditure should be dictated by a hierarchy
of needs and priorities based not on
capricious decisions, but on long range
planning. The allocation of public resources
should inter-relate with the entire economic
development process. In addition to budget
reform measures to monitor and control
government costs, other policies including the
review of any legislation or agreements which
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It is estimated that there are approx-
imately $100 millions in delinquent taxes
owed to the Government, most of which is
uncollectable....The tax structure, therefore,

should be reformed with a clear objective to

expand the tax base, to improve the collection
of taxes and to administer the collection
of tax revenues.

increase recurring annual costs without an
appropriate funding source, must be
implemented and controlled. Futhermore,
certain government services that depend on
user fees and charges such as utilities which
can be more efficiently performed by private
operators should be transferred to the private
sector so as to reduce government’s costs and
improve efficiency.

Tax Reform

The tax collection agencies have failed to
adequately administer and collect
outstanding tax revenues owed to the
Government. It is estimated that there are
approximately $100 millions in delinquent
taxes owed to the Government, most of which
is uncollectable. The large amount of
delinquent taxes, a lack of ability to develop
financial reports and audited accounts, and a
constant cash flow crisis are examples cited
by the Economic Recovery Task Force to
illustrate why the Government has been
ineffective in managing its financial
operations. The tax structure, therefore,
should be reformed with a clear objective to
expand the tax base, to improve the collection
of taxes and to administer the collection of tax
revenues.

4.6 Public Finance Initiatives

In order to reduce the cost of government, to
improve the efficiency of the tax collection
system and to restore fiscal sustainability, the
following initiatives are proposed.

1. Develop a Taxpayer’s Registry

Develop an information system which would
include a taxpayers’ registry, an automated
system of audit selection and audit
surveillance at the Internal Revenue Bureau
(IRB).This system should also be implemented
at Customs, Trade and Excise, Licensing and
Consumer Affairs, the Lieutenant Governor’s
Offfice, the Department of Planning and
Natural Resources (DPNR) and the
Department of Finance. This is designed to
bring all revenue collection agencies into a
coherent system of accounting and reporting.

2. Implement a Uniform System of
Industry Clasification such as the
North American Industry
Classification System (NAICS)

One inadequacy in the current tax system
at IRB, as well as in other department such
as Licensing and Consumer Affairs, is the
inability to classify businesses so as to pro-
vide economic data to determine where
there are industry growth and job and in-
vestment opportunities. There should be an
immediate move to classify all industries
into a taxonomy system such as the North
American Industry Classification System
(NAICS). This new classification taxonomy
system is being implemented in the United
States, Canada and Mexico and replaces the
Standard Industry Classification (SIC). To
be useful this system must group business
activities according to a consistent system
designed to illuminate key aspects of the
economic structure. The system should be
used uniformly throughout all government
agencies and departments.

3. Program to Collect Delinquent Taxes

Inadequate staffing at Bureau of Internal Rev-
enue (BIR), Finance, and the Tax Assessor and
the lack of systems to conduct enforcement,
lien placement and collections in a timely
manner have made the tax collection process
difficult. The staff at BIR should be increased
to include personnel trained in tax enforce-
ment, compliance, collections and administra-
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New tax laws should be written not only to maximize the number of income sources

subject to taxation, but also to provide relief to businesses and individual taxpayers. This

includes tax laws aimed at reducing the cost of conducting business and aimed at

creating a more business friendly environment.

tion. Additional efforts may include the
outsourcing of the collections of back taxes
to a collection agency. Other programs such
as the sale of delinquent property taxes
should also be promoted to increase revenue
collections.

4. Tax Study Reform

The reform of the tax structure should be a
focal point of emphasis. However, before this
is done there should be a thorough study of
existing tax legislation with a view to deter-
mine the efficiency and “fairness” in the ap-
plication and collection of taxes, and the abil-
ity of the government to support the levels of
services. New tax laws should be written not
only to maximize the number of income
sources subject to taxation, but also to pro-
vide relief to businesses and individual tax-
payers. This includes tax laws aimed at reduc-
ing the cost of conducting business and aimed
at creating a more business friendly environ-
ment. The Government has already an-
nounced the creation of a Tax Study Commis-
sion to review the Territory’s tax laws.

Simultaneously, government services should
be restructured to promote more efficiency in
the delivery of services, including the stream-
lining of the permitting process. Where nec-
essary there should be an out-sourcing of
public services to private businesses in an ef-
fort to reduce cost and promote efficiency.

5. Budget Document Based on
Economic Development Polices
and Guidelines

The budget document should reflect the pri-
orities for fiscal and economic growth set by
the administration and the initiatives recom-

mended by the Five Year Plan and the CEDS
Plan. In other words, the budget should be a
document which reflects the long-range goals
and objectives for economic growth.

6. Measures to Reduce
Government Expenditures

Measures to monitor and control govern-
ment spending should be implemented, in-
cluding a reduction in government work
force, particularly in those areas where ser-
vices are redundant or inefficient; a strict
hiring freeze except for key positions in
education, health and the police depart-
ments; a reduction in overtime payroll
costs; and a reduction in the number of paid
public holidays. The Government has al-
ready implemented a number of these cost
cutting measures, including the elimination
of five holidays and a reduction in overtime
expenditure. Additional measures should
be implemented to strengthen the financial
conditions of Government; for example,
wage and employment policies should also
be adopted to reduce the fiscal burden from
excessive public employment, including
policies to regulate retroactive wage and
collective bargaining agreements.

7. Measures to Improve
Government Operations

A plan should be developed to establish a
cash management program to assure prompt
payment to vendors and taxpayers. The ob-
jective of this is two-fold; first, to reduce the
amount of interest payments owed by Gov-
ernment and second, to preserve the finan-
cial viability of businesses and to encourage
the development of small businesses.
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Cruise Ship at West Indian Company Dock

V. TOURISM POLICY AND PLANNING

5.1 State of Tourism

The tourism industry was officially recog-
nized in 1950 and rapidly became a major eco-
nomic activity in tEe 1960s and 1970s. The
excellent climate and natural beauty of the
islands and the advantages of being an Ameri-
can territory helped to make the islands a
popular destination for tourists. By 1980 the
Territory received nearly 1.2 million from

Up until 1988, the US Virgin Islands
had the fifth largest market share of
stayover tourist arrivals in the Caribbean

region — about 5.2 percent — surpassed by

Puerto Rico, Bahamas, Dominican Republic

and Jamaica. By 1998, the Territory ranked
eleventh in tourist arrivals, behind the four
aforementioned countries, Cuba, Barbados,
St. Maarten, Aruba, Martinique and
Guadeloupe.

824,000 in 1970. In 1990, the total visitors
reached 1.8 million and by the early 1990s
there was total of 1.9 million visitors.

An industry, which boomed in the 1960s and
1970s and experienced generous growth in the
1980s, began to flounder and decline in the
mid-1990s. A number of indicators point to
this decline. Tourist or overnight air arrivals,
which peaked in 1993 at 550,000, declined by
nearly 12 percent to 484,000 in 1999. Tourism
demand, as indicated by the number of occu-
pied room nights, is at least 20 percent lower
today than ten years ago. Hotel occupancy
rates, which averaged 52 percent since 1995,
are far below the 65 percent occupancy rate
observed during the 1980s. Weekly direct
flight seats into the Territory, which currently
average 17,000, are significantly below the
record 22,000 set in 1995. The number of re-
ported available tourist accommodation at
4,849 in 1999 is below the peak 1994 level of
5,461. Furthermore, the position of the
Territory’s tourism industry vis-a-vis the rest
of its Caribbean competitors is another indi-
cation of the state of tourism decline. Up un-
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Table 5.1.VI Tourism Statistics, 1980 t01999

Total Visitors Air Visitors Cruise Visitors | Visitor Expenditure Tourist Rooms
Room Room | ‘
Percent Percent | Percent Percent | Nights | Nights Average| Occupancy
Number Annual| Number Annual Number Annual Annual  Available Qccupied| Stay Rate Total Number
Year| (000s)  Change| (000s)  Change| (000s) Change | US$ (M) Change | (000s) | (000s) {Nights)| (%) Rooms | Hotels
1980  1,217.3 04 5259  -15.1 691.5 147 3029 1.1 - - - 64.2 5,102 65
1981 11702 -39 4754 -9.6 6952 0.5 308.1 Lk - - - 57.0 4,752 57
1982 1,056.1 9.8 469.9 -1.2 586.2 -15.7 3442 1.7 - E: 7 8.6 4,830 56
1983 L1087 50 4783 1.8 632.8 7.9 421.6 225 - - = 60.0 4,578 56
1984 1,159.3 4.6 501.2 4.9 657.5 39 440.1 4.4 - = - 62.1 4,542 56
1985 1,220.6 5.3 541.6 7.9 B78.9 3.3 492.0 11.8 - - - 63.7 4,693 54
1986 1,559.4 278 6l17.5 14.0 94149 387 494.7 0.5 - E - 64.9 4,861 57
1987 1,8228 169 7224 7.0 1,100.4 16.8 597.6 20.8 1,883.9 1,206.5 5.0 6.0 5,161 59
1988 1,846.9 1.3 740.7 2.5 1,106.1 0.5 653.2 2.3 1,969.4 1,225.7 5: 62.2 5,291 57
1989 1,7383 -5.9 675.7 -B.8  1,062.5 -39 621.4 =49 1,787.2 1,0959 b.3 61.3 5,231 63
1990 18115 4.2 BY1.9 24 1,119.6 54 697.0 12.2 1,480.1 9257 4.5 62.5 4,520 60
1991 1,899.5 4.9 678.4 -2.0  1,221.1 9.1 7779 11.6 1,612.9 941.0 4.5 59.1 4,738 58
1992 1,929.7 1.6 652.4 -3.8  1,277.3 46 816.1 4.4 L.751.0 953.2 4.1 547 5,050 59
1993 1,923.1 -0.3 714.5 95 11,2087 -5.4 201.7 10.5 1,901.4 1,156.4 4.4 6019 5,406 &0
19494 1.921.4 -0 678.5 5.0 1,2429 2.8 916.6 1.7 1,948.7 1,L118.7 4.4 57.4 5,461 59
1995 1,7413 94 570.0 -16.0  1,171.3 -5.5 822.3 -10.3 1,793.4 1,047 .8 4.4 54.0 5,154 57
1996 1.778.7 21 462.3 -189  1,3164 12.4 781.0 -5.0 1,374.9 711.0 4.3 51.6 4,087 48
1997 21280 196 508.8 10.1 Lels.0 230 894.1 14.5 1,544.4 824.6 4.2 53.3 4,401 52
1998 21389 (VRG] 523.4 29 1,6155 -02 940.6 5.2 1,742.2 914.4 4.4 52.3 4,929 51
1999 1,962.8 -B.2 560.1 7.0 01,4027 -132 954.9 1.5 1,742.0 967.9 4.4 56.0 4,849 48

Note: “-" data not available

til 1988, the US Virgin Islands had the fifth
largest market share of stayover tourist arriv-
als in the Caribbean region—about 5.2 per-
cent—surpassed by Puerto Rico, Bahamas,
Dominican Republic and Jamaica. By 1998, the
Territory ranked eleventh in tourist arrivals,
behind the four aforementioned countries,
Cuba, Barbados, St. Maarten, Aruba,
Martinique and Guadeloupe. While the
Territory’s market share has dropped to 2.2
percent, competitors such as Cuba, St.
Maarten and Barbados among others have
seen their market share grow.

The loss in overnight visitors has serious eco-
nomic implications since this group contributes
more to the local economy. According to a se-
ries of visitor exit surveys conducted by BER,
the average per visitor expenditure by over-
night visitors is nearly six times the value of one
cruise visitor. In 1999, the average expenditure
by air tourists was $1,200 per visit compared to
$243 per visit for cruise passengers.

Source: Bureau of Economic Research

The economic and financial benefits of the
cruise industry have become the subject of
much debate. This debate centers on four
main concerns: the low onshore expenditure
by cruise passengers, the increased competi-
tion from on-board shops, the impact of ships
and passengers on the marine environment
and infrastructure, and the low direct rev-
enues from landing fees. For these reasons law
makers sought to increase the per passenger
head tax by $2.50, in addition to the $7.50 per
passenger charge that is levied by the VI Port
Authority. The cruise industry and ultimately
the legislature rejected this proposal. A com-
promise was offered by way of a Long-Term
Operating Agreement proposed by the Cruise
Ship Task Force, which was made up of rep-
resentatives from the Executive branch, the
Legislature, the West Indian Company, the
Port Authority, the business community, and
the FloridaCaribbean Cruise Association.
Fundamental to the agreement is a commit-
ment by the cruise industry for a 25 percent
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and 10 percent annual average increase in
cruise passengers to St. Croix and St. Thomas,
respectively during the summer months be-
ginning in 2001 and expiring in 2006. The
Cruise Ship Task Force believes that the fi-
nancial impact of this agreement would be far
greater than that which would result from the
additional $2.50 head tax.

5.2 Nature of Tourism Planning

A variety of reasons have been offered for the
decline in the tourism industry, chief among them
are the lack of advertising and promotion, the high
cost of airline travel and insufficient direct flights
to the Territory, the high cost of hotel rooms, lack
of competitive pricing on retail products, the ab-
sence of diversity in product lines and competi-
tion from other islands. Although these reasons
are valid they are symptomatic of a larger prob-
lem—the absence of a coherent tourism policy and
the lack of commitment to tourism planning,.

What is apparent about the state of the tourism
industry is that for many years there appeared to
be little strategic planning, although there have
been guidelines for long range comprehensive
planning. In 1991, for example, a number of goals
and objectives were established in the Governor's
Guidelines for the Development of a LongRange Com-
prehensive Plan for the United States Virgin Islands.
However, there has been little attempt to imple-
ment the strategies outlined in this plan. This fail-
ure of implementation lies at the heart of the prob-
lem and largely results from a lack of a clear sys-
tem of authority and delineation of responsibili-
ties for decision-making. On one hand is the De-
partment of Tourism—which is the agency re-
sponsible for implementing tourism policies and
programs—and on the other hand, are private-
sector groups such as the Hotel and Tourism As-
sociations and Chambers of Commerce which
believe that tourism policy, planning and imple-
mentation should be a non-government function.
Hence, these private-sector groups have proposed
and lobbied for a Tourism Authority to coordi-
nate the Territory’s tourism policy and compre-
hensive tourism plan. The Governor has vetoed
legislation to create a Tourism Authority and in-
stead signed an executive order creating Tourism
Advisory Council. The Council is chaired by the

Commissioner of Tourism and made up of eight
members from the private sector appointed by the
Governor. The functions of this Council include
the development of a comprehensive plan to pro-
mote and improve the tourism industry and to
review and recommend changes to improve the
overall performance of the tourism industry.

5.3 Tourism Strategy

The creation of Tourism Council and a com-
prehensive plan to guide the future direction
of tourism reflects the Government’s commit-
ment to the industry as the main engine of
growth for the Territory’s economic develop-
ment. Efforts to rebuild the industry have al-
ready begun, including legislative hearings on
strategies to revitalize the once i-hriving ma-
rine industry.

Other recommended initiatives to revive the
tourism industry are the following.

1. Marketing Plan to increase
overnight visitors, cruise ship
visitors, and yachting arrivals

Recognizing the significant contribution of
overnight visitors to the economy, a concerted
attempt should be made to increase the num-
bers of these visitors and their length of stay.
This can be achieved through a mix of strate-
gies including;: '

Target marketing to diverse geographic and
ethnic groups;

Broadening into new markets such as South
and Central America, Asia and Europe;
Marketing to mid- and upper-income visitors;
Marketing each island separately to high-
light the diversity of experience;
Cooperation between the government, ho-
tels, airlines and tour operators to encour-
age low and incentive airfares and to im-
prove air access, hotel occupancy and length

of stay;
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® Convert cruise visitors to overnight visitors
by offering travel and accommodation in-
centive programs;

® Utilize the websites in advertising and pro-
motion of the Territory;

® Revitalize the marine and yachting indus-
try by providing tax and other incentives for
the construction of new hotels and marinas;

® Increase the number of special events; and

® Target market small convention business.

2. Increase Funding for Tourism
Promotion and Marketing

The US Virgin Islands investment in tourism pro-
motions is among the lowest in the region accord-
ing to the data on tourism budgets presented by
the Caribbean Tourism Organization (CTO). A
study by the Bureau of Economic Research on the
Relationship between Visitor Arrivals and Tourism
Budget confirmed that countries that spent more
on tourism promotion and on marketing in par-
ticular tend to experience higher tourism returns.
The study further showed that if the Virgin Is-
lands were to increase its investment in market-
ing specifically, it could realize significant returns.

With this finding therefore, the amount allocated
to the promotion of tourism and specifically to
marketing the islands should be increased. Al-
though about $11 million is collected annually
from the tourism revolving fund only about $5
million is spent on tourism promotion. This
amount is inadequate to effectively compete and
attract visitors to the Territory. The public and
private sector should jointly formulate a plan to
identity funding sources to increase the level of
spending on tourism promotion.

3. Develop Eco-Tourism and
Cultural Heritage Tourism

Eco-tourism is among the fastest growing seg-
ments of the tourist market as countries try to
compete and diversity the tourism product. In
recognition of the increasing environmental
consciousness and increased competition from

other countries, the Virgin Islands tourism plan
should include a strategy to develop eco-tourism
and heritage tourism to feature the natural, his-
torical and cultural attractions and activities such
as the National Park, Carnivals, Three Kings Fes-
tival and St. Croix Jazz Festival. In support of na-
ture-based tourism and environmental preserva-
tion, however, market research should be con-
ducted to determine the size and nature of the eco-
tourism market and to assess the exact contribu-
tion of nature tourism.

4. Establish a Tourism Advisory
Council

Tourism Advisory Council should bring together
all elements of the tourism paradigm and over-
see the administration of tEe Territory’s tour-
ism policy. The council’s responsibilities should
include the establishment of industry classifi-
cation and standards, market promotion, liai-
son with airlines, cruiselines and hotels, en-
hancement of historical sites and island beauti-
fication, training and education.

5. Increase Local Participation and
Training in Tourism

There is a need to encourage local participation
in tourism to increase employment opportuni-
ties. While the focus is on the attraction of large,
international-scale hotels and the creation of im-
mediate jobs, more should be done to increase
local involvement in accommodation develop-
ment and in support services. Special incentive
programs should be offered to encourage the
development of small-scale locally owned ho-
tels and bed and breakfasts. Local residents
should also be trained to meet the changing
needs of the industry; hence, the need for a ho-
tel training school to prepare residents to meet
the job demands of the tourism industry.

The US Virgin Islands investment in

tourism promotions is among the lowest in

the region according to the data on tourism

budgets presented by the Caribbean
Tourism Organization (CTO).
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VI. PRIVATE SECTOR DEVELOPMENT

6.1 Role of the Private Sector

The importance of the private sector to the eco-
nomic sustenance of the Territory is well docu-
mented. The private sector accounts for nearly
two-thirds of the Government’s General Fund
revenues annually and two of every three nona-
gricultural wage and salary jobs. Indicators of
private-sector economic activity as documented
in previous sections, however, point to a sector
in decline. Private-sector employment is at the
same level as 20 years ago, gross business re-
ceipts have been flat or negative for most of the
economic sectors, and private-sector wage lev-
els have remained flat since 1994,

Given the serious financial challenges facing the
Territory, the development of a strong and dy-
namic private sector is crucial to the long-term

financial and economic growth, especially since
the public sector’s involvement in the produc-
tive sectors is often unsustainable. There is a
need, therefore, to revitalize the private sector
and to embrace tax reform and privatization as
a means to gain economic and financial viabil-
ity that is otherwise unachievable under cur-
rent economic conditions.

6.2 Development Strategies

Government has expressed its commitment to
partnership with the private sector in rebuilding
the economy, and to promote private sector de-
velopment as a means to achieve economic diver-
sity, and to encourage employment and invest-
ment opportunities. This commitment to ensure
a strong and vibrant private sector, therefore,
underpins the development strategy.
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The private sector development initiatives in-
clude the following:

1. Create the Legal and Economic
Environment favorable for the
development of Businesses

One area that is inimical to business develop-
ment is the bureaucratic barriers that businesses
often experience when attempting to establish
a business. The process to obtain licenses and
permits is often described as too complex, re-
dundant and time-consuming. The regulations,
both legal and administrative, should be stream-
lined and simplified so as to make it easier to
establish and conduct business. This would re-
quire a reform in policies including taxation
policies. It is also recommended that a one-stop
business services or business information cen-
ter be established. This will create a centralized,
easily accessible one-stop shop for use by exist-
ing, new and prospective businesses where they
can receive quick and immediate responses.

2. Development of Small and Medium
Size Businesses (SMEs)

Small and medium-sized enterprises (SMEs) are
major generators of employment and income
and should be used to facilitate the recovery
process. Programs to assist the development of
SMEs should be established and measures for
their implementation should be instituted. The
programs should endeavor to remove the bu-
reaucratic barriers, provide technical and finan-
cial support for the developmentof SMEs, and
to improve business infrastructure. Laws and
other policies favorable to the development of
SMEs should be enacted.

3. Identify Financial Instruments to
Provide Support to Private Sector
Business Development

Financing programs channeled through insti-
tutions such as the Economic Development
Authority (EDA) should be made available to
stimulate business development. At the same
time support services should be provided to
startup businesses. These include business
planning, accounting and financial and tech-
nical advice.

4. Transfer of Selected Government
Services to the Private Sector

If the Territory is to attract high-tech busi-
nesses and to grow its tourism product and
become competitive, then the provision of
reliable services such as water and power
is critical to this development. The continu-
ing financial woes and inherent problems
of inefficiency within public sector opera-
tions such as the Virgin Islands Water and
Power Authority (WAPA), the VI Transpor-
tation System (VITRAN), and solid waste
management clearly indicate that the pub-
lic sector is unable to provide efficient and
high quality services, or provide the capi-
tal necessary to maintain and expand the
infrastructure. To the extent that the private
sector can deliver these services more effi-
ciently and at a lower cost, it is in the best
interest of the Territory to privatize these
services. Privatization will create more jobs
and relieve public expenditure; hence, the
limited resources of government can be
concentrated on the development of social
and physical infrastructure.

Given the serious financial challenges facing the Territory,the development of a strong

and dynamic private sector is crucial to the long-term financial and economic growth,

especially since the public sector’s involvement in the productive sectors is often

unsustainable. There is a need, therefore, to revitalize the private sector and to embrace tax

reform and privatization as a means to gain economic and financial viability that is

otherwise unachievable under current economic conditions.
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5. Establish a Regulatory Agency for
Private-Sector Participation in Infra-
structure Development

While there is opposition to the privatization
of government services as in the case of the
sale of WAPA, the reality is the government-
owned utilities cannot support the technologi-
cal changes or large sums of capital that these
require. It is therefore prudent to privatize
many of these services. However,
privatization does not necessarily mean di-
vestment of government ownership. It can be
a risk-sharing arrangement that would pro-
vide for private sector management or asset
leasing and which would allow private opera-
tors to earn reasonable rates of return, while
simultaneously reducing Government’s costs.
This partnership arrangement will define the
role of the private sector in providing services,
ensure that the process of transferring respon-
sibilities to the private sector is transparent and
competitive, and produce greater efficiencies
and better service to consumers.

6. Undertake a Business Opportunity
Survey to identify viable economic
opportunities

A study should be undertaken to determine
viable economic opportunities for business
development. This will provide a database of
business and employment as well as identify
the needs of employers with respect to the de-
mand for particular skills.

7. ldentify mechanisms to facilitate
dialogue between Government and
the private sector

Conferences and regular meetings should be
conducted jointly with Government and the
private sector with a view to assess, identify
and address the specific needs of the private
sector. This could also be an avenue for
government and private sector to share ideas
and develop solutions to economic and social
problems.
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Molasses Pier, now known as Gordon E. Finch Pier

VIl. INDUSTRIAL DEVELOPMENT

7.1 Economic Development
Incentives

Industrial development has been a major cata-
lyst in the growth of the economy of the US
Virgin Islands. The Government attracts new
industries in order to provide employment
and to diversify the economic base by grant-
ing special investment incentives to industries
willing to locate to the US Virgin Islands. The
most notable incentive program, the Indus-
trial Development Commission Program
(IDC), was created by the Legislature in 1975.
The IDC, renamed the Ecanomic Develop-
ment Commission (EDC), administers the
government’s economic development incen-
tive program and was created with the power
to recommend for the Governor’s approval
certification of investments to receive indus-
trial benefits. The Commission also applies

guidelines to ensure that the investments will
benefit the Virgin Islands, with emphasis on
maximum use of local skills and resources.

To qualify for tax benefits an investor must
invest at least $100,000, exclusive of inven-
tory, in an eligible business which employs
on a full-time basis at least ten Virgin Islands
residents. Typically, the EDC tax exemptions

Industrial development has been a major
catalyst in the growth of the economy....The
Government attracts new industries in order

to provide employment and to diversify the

economic base by granting special investment

incentives to industries willing to locate to

the US Virgin Islands.
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are offered for 10-15 years depending upon
location of the business. Beneficiaries receive
a reduction in, or an exemption from most
taxes imposed on businesses. The EDC legis-
lation allow for tax benefits ranging from 75
percent to 100 percent exemptions for income,
excise, gross receipts and property taxes. Most
of the companies receive up to 90 percent ex-
emption in income tax, a 100 percent exemp-
tion from excise, gross receipts and property
taxes and an 88.3 percent reduction from cus-
tom duty. There are about 70 companies em-
ploying more than 3,000 workers which re-
ceive EDC tax benefits. These include hotels
and other tourism-related businesses, goods
producing businesses, and businesses serving
customers outside the Territory.

Although, the EDC incentive program has
been instrumental in diversifying the eco-
nomic base by bringing industry to the is-
lands, it has been fraught with problems and
controversy with respect to the Commission’s
application in ascribing tax incentives, its in-
effectiveness in ensuring compliance, and its
inability to secure maximum economic ben-
efits for the community.

To a large extent the approach to granting of
incentives to businesses and industry is based
not on an evaluation of the long-term eco-
nomic impact, but rather on a scattershot ap-
proach to development and job creation. The
result has been the attraction of industries and
businesses that have come to rely on an ex-
tension of free tax benefits for their survival.

- Extensions-of incentives to many businesses
persist for years to the detriment of the
economy because of the loss of tax revenue
due to the government. Nor has there been
much emphasis on the selection of the types
of industries best suited for the Territory and
which provide the greatest potential for eco-
nomic development.

7.2 Industrial Development Initiatives

The main thrust of the industrial development
policy, therefore, should emphasize the attrac-
tion of direct investment which are sustainable,

competitive and have the greatest potential to
aid in economic development.

Measures to support this strategy include the
following.

1.  Conduct a cost benefit study to determine
the effectiveness of the Industrial Develop-
ment Incentive Program and apply the re-
sults to future incentive programs.

2. Targetindustries that work in tandem with
the environment and which provide the
greatest potential for the economic devel-
opment of the Territory. This includes at-
tracting high tech industries, capital inten-
sive rather than labor-intensive industries,
service industries such as insurance and fi-
nance, and industries that create linkages

to other sectors of the economy.

3. Eliminate or minimize constraints to devel-
opment such as bureaucratic delay, exces-
sive taxes, inadequate infrastructure, inad-
equate trained labor force, and the high cost
or unreliable utilities.

4. Upgrade the technical and vocational edu-
cation and training at the high school level
to ensure that there is a skilled labor force

to meet the manpower needs of industry.

5. Develop computer and other training pro-
grams within the high schools to equip the
workforce with the necessary skills to meet
a changing market place and to be able to
compete for more technical and higher pay-
ing jobs.
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6. Improve the infrastructure to make it more
attractive to investors. This includes creat- the industrial development policy

ing reliable and efficient energy sources, ...should emphasize the attraction of direct

creating and expanding industrial park 5 < y
e . investment which are sustainable,
space, and utilizing suitable government-

competitive and have the greatest

owned land for industrial development.
potential to aid in economic development.

7. Reform in the EDC application to reduce

the lengthy application process. This has 10. Develop St. Croix as a Telecommunications
been a major barrier to the attraction of new and Electronic hub for Latin America, Af-
businesses. rica and the Caribbean.

8. Consider “community benefit packages” 11. Support the use of foreign trade zones and en-
where developers earmark a percentage of terprise zones technology-based companies.
revenue to support community develop-
ment programs in impacted communities. 12. Develop additional small business incubator

facilities where new businesses can locate and

9. Develop a research and technology park to operate at a much lower overhead cost.
attract technology industries such as infor-
mation technology, environmental engi- 13. Enforce and enhance the EDC requirements
neering, and biotechnology and tropical to hire and train residents for positions

agriculture. within the beneficiary companies.
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VIIl. Communication and Information Technology

8.1 Information Technology

Telecommunication and information technol-
ogy are fundamental to the economic growth
and social development of the Territory. Infor-
mation technology has become an indispensable
tool for raising productivity and efficiency lev-
els and can be used as a strategic tool for leap-
frogging economic growth and development.
It is essential therefore, for the public and pri-
vate sectors to invest in education and training
and for government to put the necessary legis-
lation in place to promote electronic commerce.

The Bill No. 23-0301 to enact the Technology
Enterprise Act of 2000 is the first step towards
consolidating and integrating the Territory’s
policy and planning functions with regard to
information technology. The Act call for the Bu-
reau of Information Technology within the Of-
fice of the Governor to develop specific objec-
tives and definitive policies to guide the devel-
opment of information technology systems, pro-
cedures, and techniques within the Government
of the Virgin Islands and to promote economic
development within the Territory. The purpose
of the office is also to identify new applications
for information technology, to improve produc-
tivity and service to clients and to assist agen-
cies in designing and implementing the use of
information technology.

8.2 Communication Infrastructure

Inter-island, intra-island and international tele-
phone services are handled through the local
telephone company, Innovative Communica-
tion Corporation (ICC) formerly the Virgin Is-
lands Telephone Corporation (VITELCO). ICC
also offers a range of data and multimedia ser-
vices, which include voice (fixed and mobile),
Internet, video (cable television) and data ser-
vices. ICC has approximately 66,200 telephone
lines in operation. In addition to ICC’s VI
PowerNet, there are two other companies,
AT&T and VI Access which provide Internet

Information technology has become

an indispensable tool for raising

productivity and efficiency levels and
can be used as a strategic tool for
leapfrogging economic growth

and development.

Long distance telephone services are pro-
vided primarily by AT&T, although there are
a number of other telephone service provid-
ers such as Sprint, Primus — which bought St.
Thomas and St. Juan Telephone Company,
and Telefonica Larga Distancia (TLD).

8.3 Print, Broadcast, Electronic
Media

There are two main local newspapers, the
Daily News with a daily circulation of 17,000
(12,000 on St. Thomas/St. John and 4,500 on
St. Croix) and the Avis with a daily circula-
tion of 16,000 (6,000 on St. Thomas/St. John
and 10,000 on St. Croix). There are also two
online newspapers, the Source and the Daily
News. There are three cable television stations
and a public television station. There are
about 22 AM and FM radio stations in the
Territory.

8.4 Strategic Tools

There are a number of issues that need to be
addressed in order to encourage more efficient,
responsive and responsible use of information
technology. These include the following:

Policy regulation and network readiness.
Connectivity.
Human capital development.

Training and knowledge accumulation.
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Strategies are needed to develop the infra-
structure, education and skill levels to of-
fer the community access to the Internet
and information technology so that all can
benefit from the new digital opportunities.
The strategies should include the following:

Measures should be taken to put en-
abling legislation in place to promote

information electronic commerce.

Increase access to education and to the
technological environment by equip-
ping all government departments,
schools and community-based organi-
zations with the infrastructure includ-
ing computers, Internet and other digi-

tal applications.

Encourage the development of human
resources with the skills to use the new
technology through training and educa-

tion.

Strengthening skills and education (includ-
ing literacy and entrepreneurial skills)
through the use of school networks and

community out-reach programs.

Develop policies and regulations to protect
consumers and children’s access to Internet
sites which expose them to crime, gambling

and other illicit acts.

There must be a strong commitment on the
part of government to reengineer its pro-
cesses and operations so as to deliver trans-

parent e-government services.

Businesses that provide services need to en-
courage the inter-operability of their services
so that information providers have incen-
tives to develop a wide range of entertain-
ment, educational, e-business and e-govern-

ment services.
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IX. Financial Sector Reform

9.1 The Financial Sector

Commercial banks and other credit institu-
tions (credit unions), and financial brokerage
firms, insurance companies, company regis-
tration and Foreign Sales Corporation (FSC)
represent the financial sector in the US Vir-
gin Islands. In recent years this sector has
been declining under threat from several
quarters. One threat relates to inefficiencies
among various entities which provide ser-
vices to this sector. It has been cited by banks,
for example, that the lengthy foreclosure pro-
cess within the US Virgin Islands Territorial
court system, has resulted in high default
rates. This was a major reason given by banks
which have ended their operations in the US
Virgin Islands.

Another major threat to this sector is the dis-
solution of FSCs in the Territory as a result of
the World Trade Organization (WTO) ruling
that the current franchise tax structure con-
stitutes an illegal export subsidy to businesses
in violation of the WTO agreements. As a re-
sult Congress passed a bill—later signed into
law by President Clinton—to dissolve the FSC
program.

There is also a threat to exempt companies
within the Territory. The US Virgin Islands
was among 15 Caribbean countries identified
by the Organization for Economic Coopera-
tion and Development (OECD) Report on
harmful tax competition as ‘tax havens’ which
pose threats to the tax bases of OECD coun-
tries and which distort trade and investment.
The US Virgin Islands Government took ex-
ception to its inclusion on this list since its
exempt company’s law was authorized by
federal laws. Nonetheless, the Government
is working with the Office of the US Trade
Representative to protect offshore financial
companies which have become an important
source of government revenues.

9.2 Banking sector

The banking sector has declined since 1989 as
evident by a decline in the number and assets
of commercial banks domiciled in the Terri-
tory. Four of the five major multinational
banks, which have been operating for many
years in the Territory, have left. These include
the Bank of America, Royal Bank of Canada,
Barclays Bank, and CoreStates Bank/First
Union. The fifth major bank, Chase Manhat-
tan Bank, is currently in the process of selling
its operations to a locally chartered bank, the
Virgin Islands Community Bank (VICB). Ad-
ditionally, Citibank has reduced its presence
and sold most of its operation to FirstBank of
Puerto Rico. A locally chartered bank, First
Virgin Islands Federal Savings Bank, has also
sold its operation to FirstBank of Puerto Rico.

The combined total assets of commercial
banks conducting business in the Territory as
of December 31, 1999 were $1,721.0 billion.
Total bank assets peaked in 1989 at $2.3 bil-
lion as a result of an inflow of funds after
hurricane Hugo. Total assets fell to $1.5 bil-
lion in 1990, grew slightly to $1.6 billion in
1991 and by 1992 reached $1.8 billion. Total
assets declined for the next two consecutive
years to just under $1.8 billion in 1993 and $1.7
billion in 1994. Total assets were stable at $1.7
billion through 1996, but by 1997 reached a
low of $1.4 billion. Total assets, however, in-
creased in 1998 to $1.5 billion and to $1.7 bil-
lion in 1999,

Commercial banks and other credit
institutions (credit unions), and financial

brokerage firms, insurance companies,

company registration and Foreign Sales
Corporation (FSC) represent the

financial sector in the US Virgin Islands.
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9.3 Foreign Sales Corporation (FSCs)

In 1984 Congress passed the Foreign Sales
Corporation (FSCs) Act which provides fed-
eral tax incentives to U.S. companies that lo-
cate certain export activities in approved areas
outside the U.S. Customs Zone. Under the Act,
a Foreign Sales Corporation can reduce from
15 percent to 30 percent of its income from taxa-
tion. Under the U.S. Virgin Islands law, FSCs
are exempt from all taxes from its foreign trade
and net investment income or carrying charges,
except for an annual franchising tax that ranges
from $400 to $25,000, with up to a 50 percent
reduction for wages paid to the US Virgin Is-
lands residents. There are 3,500 FSCs in the Ter-
ritory, which generate about $7 million annu-
ally in revenues. However, because of the WTO
ruling the Territory cannot register new FSCs
after September 30, 2000 and has until Decem-
ber 31, 2001 to phase-out FSCs.

9.4 Financial Sector Initiatives

In the short to medium-term the Government
has committed to continue to support policy
reform and institutional capacity building to
strengthen and rehabilitate the financial sector.
One issue that needs to be addressed is the ex-
tent to which the Territory can maximize the
income and employment potential from exempt
companies, FSCs or its replacement and other
financial institutions, while maintaining a repu-
tation for sound regulatory practices and ad-
herence to WTO agreements.

In order to rebuild the financial sector the fol-
lowing initiatives are recommended.

1. Initiate a study to assess the impact of dif-
ferent structures for the franchise tax rates
to determine the optimum rate structure that

will maximize government revenues.

2. Review and strengthen the legal and other
regulatory framework, which may improve
the internal efficiency of the financial ser-

vices sector.

3. Embark on an aggressive marketing strat-
egy to target large exporter companies and
to promote the Territory as a major finan-

cial center.

4. Introduce new legislation for the creation of
and to foster the development of services in
the areas of, “self-settled” trusts and estates
and International Business Companies (IBCs).

5. Establish a task force to examine the issues
surrounding the financial services sector
and to assess the industry and make rec-

ommendations for growth.
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X. AGRICULTURAL DEVELOPMENT POLICY

10.1 Mission

The Virgin Islands Department of Agriculture
(VIDOA) is a service-oriented organization
whose mission is to support and promote the
agricultural industry, while protecting con-
sumers and the environment through educa-
tion, development, implementation and com-
munication of sound agricultural policies and
program. The Department of Agriculture con-
sists of four major divisions namely, Adminis-
tration; Food Production; Forestry, Water and
Soil; and Veterinary Services. The Department
was re-established in 1995 after the Department
of Economic Development was restructured.

10.2 Development Goals

The key goal of the agricultural policy is to
encourage, promote and increase agricultural
production. As in many States on the main-
land, agricultural production in the US Vir-
gin Islands is on the decline. This decline is
due to many factors, which include advance-
ments in food preservation, changes in tech-
nology, the changing workforce, and changes
in the farming economy. The development of
agriculture, therefore, must include modern-
ization and technological advancement, and
innovative ideas and approaches. It is envi-
sioned that agriculture can be developed and
lead to self-sufficiency in certain food prod-
ucts, such as cucumbers, peppers, culinary
herbs (thyme, chives, celery and parsley) and
other short crops. The US Virgin Islands
through a niche marketing strategy can cap-
ture a share of the market for agricultural ex-
ports and experience increased economic re-
sults shared by many of the Caribbean islands.

The following goals have been identified
within this sector:

Stimulate, encourage and promote agricul-
tural development in the Virgin Islands.

e Provide technical advise, assistance and ser-
vices to farmers as a means of increasing pro-
duction.

e Establish local markets by encouraging and
educating farmers.

e (reate partnerships in self-sustained agri-
culture through environmentally sound
practices; and

e Significantly increase food production in the
US Virgin Islands.

10.3 Major Issues

A number of key issues have been identified
that serve as weaknesses or threats to this sec-
tor. These include:

The lack of manpower;

Lack of funding;

Lack of equipment and supplies;
Antiquated equipment;

Limited knowledge among farmers with

respect to new techniques, productions sys-

tems, markets and business planning;

e General decline in the number of persons
involved in agricultural production; and

e Unavailability of water for farmers.

The US Virgin Islands through a

niche marketing strategy can capture a

share of the market for agricultural
exports and experience increased
economic results shared by many of
the Caribbean islands.
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10.4 Agricultural Sector Initiatives

The immediate strategy for agricultural devel-
opment is to secure land for farming, improve
market opportunities for food production, se-
curing financing and implement the use of new
technology. To support this strategy, the De-
partment of Agriculture has identified the fol-
lowing initiatives:

e (Construct the St. Croix Fish Market;

e Erect a green house and shade house to fa-
cilitate increased seedling and fruit tree pro-
duction by 30 percent and 20 percent, respec-
tively;

e Work with the University of the Virgin Is-
lands to reintroduce the Integrated Farming
Program;

e Develop a procurement plan whereby re-
quired supplies for the St. Croix Abattoir
remains in constant supply in order to avoid
plant closure due to the lack of USDA /FSIS
approved chemicals;

e FEstablish a Grant/Information Assistance
Office where the Department and farmers
can obtain information on grants and loan
programs;

® Develop a plan to increase the number of
young farmers by 10 percent.

Other recommended initiatives include:

1. ldentify Funding for
Water Procurement

Water availability for farmers is a continual
major area of concern. Although, the Govern-
ment has funded various programs to ensure
the integrity of aquifers, constructed ponds or
drilled wells and supply water through the use

of delivery trucks, there continues to be more
demand for water than what is available. The
identification of funding to increase water
availability is an area of tremendous concern
in assisting farmers and controlling ocean pol-
lution. It is recommended that the Department
of Agriculture work to identify a program suit-
able for funding of the pond construction.

2. Draft an Agricultural Products
Marketing Plan

The Department of Agriculture should seek
to develop a marketing plan that would maxi-
mize distribution channels for local farmers.
An aggressive marketing program would as-
sist producers in managing supply, demand,
and cost fluctuations. In addition to working
with the University of the Virgin Islands, the
Department should secure federal funding
and develop a strong working relationship
with local suppliers.

3. ldentify Federal Funds
for Capital Projects

The Department of Agriculture has a capital
requirement of approximately $450,000 to un-
dertake critical projects. To be able to imple-
ment these projects the Department should
target USDA and other Federal agency fund-
ing sources.

4. Agricultural Education

Agricultural education and a natural re-
sources system are significant to the devel-
opment of the Virgin Islands agricultural
economy. Each year more opportunities and
jobs are available that cannot be filled. The
Territory must therefore set up an agricultural
education system to boost agriculture
throughout the Virgin Islands. The availabil-
ity of a skilled qualified workforce, will of it-
self, create opportunities in the areas such as
horticulture, aquaculture, poultry produc-
tions, livestock production and agribusiness.
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Xl. ENVIRONMENTAL/SOLID AND WASTE WATER

11.1 Environment, Solid
and Waste Management

The Government is committed to the conserva-
tion and preservation of the environment; there-
fore, efforts to facilitate balanced economic
growth with a clean and healthy natural envi-
ronment will be vigorously undertaken. The
strategy is devoted to developing environmen-
tal protection legislation and to implement pro-
grams for the satisfactory management in the
areas of water, air and solid and liquid waste.

11.2 Environment and Waste
Management Conditions

Urban, commercial and tourism-related devel-
opments are distinctly altering the islands’ frag-
ile watersheds at a rapid rate. Of particular con-
cern is the impact of rapid development on
coastal areas and the surrounding marine envi-
ronment. Sediment resulting from soil erosion
on construction sites, dirt roads and other dis-
turbed areas are the largest pollutants in the
Virgin Islands. Construction along the
ridgelines and in guts (intermittent streams) is
rapidly depleting moist forest habitat and dra-
matically increasing impervious surface area,
resulting in decreased storm water infiltration
and increased storm water runoff. This water
infiltration has led to increase flooding, erosion
and siltation of coral reefs and sea grass beds,
in addition to changing microclimate. Chemi-
cals in runoff from roads, parking lots and other
developed areas pollute coastal waters and ad-
versely affect coral reef growth, ultimately im-
pacting Virgin Islands fisheries. The majority
of the homes in the Territory have septic tank/
seepage pit sewage disposal systems. Due to
the shallow clay soils, steep slopes, and very
limited enforceable regulations on the con-
struction and maintenance of these septic sys-
tems, effluent from these systems has great
potential to impair groundwater, cistern wa-
ter, coastal water quality, and to have an ad-
verse impact on human health.

Solid Waste Disposal

The solid waste operation, collection and dis-
posal on all three islands are under the direc-
tion of the Department of Public Works
(DPW). Additionally, litter enforcement and
training are provided by DPW. Solid waste
collection is a combination of curbside collec-
tion and roadside garbage bins.

Solid waste collected is disposed of in unlined
landfills at the Bovoni Landfill on St. Thomas,
the Susannaberg Landfill on St. John (now
closed) and the Anguilla Landfill on St. Croix.
St. John's solid waste is transferred by barge
to the Bovoni Landfill. The DPW is seeking
to formally close the Susannaberg Landfill as
required by federal regulations.

Land limitations as well as underground fires
that are burning at the Bovoni Landfill on St.
Thomas may adversely affect this method of
disposal as there is a widespread concern re-
garding how ash from these fires may impact
the cistern collections systems of residents in
the area. In addition, difficulty in bringing
landfills into environmental compliance as
well as struggles to pay for the services of
private heavy equipment are issues confront-
ing DPW. The issue of the closing of landfills
is also a major concern to the Department and
to the Environmental Protection Agency
(EPA). It is estimated that it will cost $30 mil-
lion to close the Anguilla landfill, $35 million
at Bovoni, and $15 million at Susanaberg.
However, no funding sources have been iden-
tified for closing of the sites.

Urban, commercial and tourism-related

developments are distinctly altering the

islands’ fragile watersheds at a rapid rate.
Of particular concern is the impact of rapid
development on coastal areas and the

surrounding marine environment.
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11.3 Waste Water System!'

All three islands have wastewater treatment
plants (WWTDs) and sewage collection systems.
The extent of the systems varies by island. Many
private residences and hotels have their own
disposal systems which are not connected to the
public system. The former use individual sep-
tic systems, while the latter use small private
treatment plants. All of the WWTPs discharge
effluent to either an inland stream or the ocean.
The towns of Charlotte Amalie on St. Thomas
and Christiansted on St. Croix use saltwater
sewage flushing systems as a potable water con-
servation measure.

St. Thomas. Most of the private residences on
St. Thomas rely on individual septic systems.
There are 8 sewage treatment facilities on St.
Thomas, 7 secondary plants, and an anaerobic
pond at the airport. The plants do not always
attain secondary treatment discharge require-
ments. The Nadir plant is also treating effluent
from the Bovoni plant.

The U.S. EPA awarded a grant for the construc-
tion of the Mangrove Lagoon Regional waste-
water treatment plant at the solid waste land-
fill site located on the eastern end of the island.
Construction of the plant has begun after years
of delay. When completed in 2002 it will ini-
tially eliminate five existing plants, and later,
the plant at Vessup Bay. This new secondary
treatment facility will serve the Donoe, Old
Tutu, Nadir and Bovoni housing areas. Five
existing package plants, which do not meet ef-
fluent limits, will be replaced and effluent will
be discharged through ocean outfall. The
Vessup Bay area package plant although out of
the study area is proposed to be connected to
this facility later. A compliance schedule for this
project is included in the Decree.

When first proposed in 1984 the project was
estimated to cost $10 million'and was fully
funded through an EPA construction grant. The
project is now estimated at $30 million. EPA will

" Part of this section was extracted from the 1997 State of the
Islands Report, US Department of the Interior, Office of
Insular Affairs

fund about $12.6 and the balance funded with
proceeds from Virgin Islands government bond.

The aerated wastewater lagoon located at the
Cyril E. King Airport serves the town of Char-
lotte Amalie and surrounding areas. The facil-
ity meets effluent limits as proposed in the Sec-
tion 391 (h) waiver approved by EPA in 1988 (a
modified permit has not been issued by EPA
yet). However, Marilyn damaged the aeration
system which has since been repaired. Aeration
system upgrades will be included to address
odor problems resulting from long sewer de-
tention times and low oxygen levels.

The Decree includes interim effluent limits for
the existing facility and a conditional require-
ment to construct a secondary treatment plant
if the waiver is not approved. The VI Port Au-
thority has notified the Department of Public
Works that the Airport Master Plan calls for the
lagoon to be relocated per Federal Aviation
Administration requirements. A site for the new
facility at Red Point Peninsular, south of the air-
port, is proposed. However, funding for the esti-
mated cost of $22 million needs to be identified.

On the West End of the island, one secondary
treatment package plant serves the Bordeaux
housing area. On the north end of the island,
one secondary treatment package plant serves
the Brassview housing area. Properties not
served by the public sewer system use on site
disposal systems or privately owned and oper-
ated treatment facilities.

Sewer line replacement for the island of St. Tho-
mas is estimated at $20 million, including pre-
paratory cleaning and inspection. Emergency
generators are installed in housings constructed
at each of the sewage lift stations.

St. John. The Cruz Bay Waste Treatment Plant
serves Cruz Bay and surrounding areas. This
secondary treatment facility is overloaded, does
not meet interim effluent limits, and discharges
into the salt pond. A new secondary treatment
plant will replace this facility and discharge ef-
fluent through an ocean outfall. The ocean out-
fall was constructed in 1995. A contractor for
construction of the treatment plant was recom-
mended to EPA on March 23, 1996.
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Sewer lines have been constructed in Estate
Contant, Pine Peace and Power Boyd’s Plan-
tation in 1995. Emergency generators are cur-
rently being installed in housing constructed
at each of the sewage lift stations.

St. Croix. The island of St. Croix is served by
one primary wastewater treatment facility.
This plant primarily serves the communities
of Christiansted and Frederiksted. The treat-
ment plant has an 8,000-foot ocean outfall.

The sewage collection system consists of 87
miles of gravity and force mains with 3 major
sewage lift stations and 12 feeder pump sta-
tions. The majority of the system is concrete
which is subject to deterioration from hydro-
gen sulfide gas, which produces sulfuric acid.
Because of the long detention time for flows
arriving at the WWTP, hydrogen sulfide is
sometimes generated from the aged condition
of the sewage. This condition has deteriorated
the sewer mains to the point of repeated col-
lapse and failure, which frequently requires
raw sewage bypass during repairs to mitigate
public health hazards and protect the envi-
ronment.

Sewer line rehabilitation and replacement es-
timated cost is $30 million, including prepa-
ratory cleaning and inspection.

11.4 Environmental, Solid
and Wastewater Issues

The Government of the Virgin Islands entered
into an Amended Consent Decree with the U.S.
EPA on January 19, 1996. New treatment plant
construction scheduled and existing treatment
plant operational improvement schedules for
compliance were included. Failure to meet
these dates or interim effluent dlscharge lim-
its and mass loading limits has resulted in fines
and penalties. EPA has assessed over $6 mil-
lion in fines for illegal discharges and failure
to meet compliance schedules.

The EPA has identified the following environ-
mental program issues that may impact the
Territory’s economic plans.

1. The Territory’s solid waste management
facilities must be managed as a revenue
generating which other
communities benefit from. Solid waste
management facilities must be adequately
designed, properly managed and in
compliance with federal and local
regulations within a stipulated time frame.
Non-compliance  with regulatory
requirements and federally ordered
provisions hampers the territory’s ability to
develop and manage solid waste facilities
into revenue generating resources. In
addition continuing non-compliance by
solid waste facilities will lead to accrued
stipulated penalties in recent orders on
Consent entered into by EPA and the Virgin
Islands Government.

resource,

2. Full reimbursements of costs incurred in the
removal of several hazardous waste re-
moval actions in the Territory.

3. A Territorial Pollutant Discharge Elimina-
tion System permit renewal for the Virgin
Islands Rum Industry Limited (VIRIL).
Without the approved permit VIRIL is not
authorized to increase its production. An-
ticipated revenue generated from increased
production sales by VIRIL hinges upon the
receipt of the permit renewal which has
been pending since 1997. Non-compliance
with federal and local regulatory require-
ments for discharge of industrial wastewa-
ter by VIRIL may adversely impact the
Territory’s economic plans.
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11.5 Environmental, Solid and
Wastewater Development
Goals

The Division of Environmental Protection
(DEP) of the Department of Planning & Natu-
ral Resources which has oversight for imple-
menting environmental protection laws and
programs for the Territory has outlined the
following goals and strategies designed to pro-
tect the environment, enhance accountability
and track performance.

1. Water Quality

The existing drinking water quality will be pro-
tected and maintained. This will be accom-
plished by increasing the compliance with
drinking water requirements by water systems
and through source water protection efforts
based on an evaluation of the susceptibility of
the systems to contamination. In addition, the
Virgin Islands will develop and implement
policies and procedures to identify and address
Territorial groundwater contamination. The
beneficial uses of surface water will be pro-
tected and maintained and to the extent prac-
tical restore beneficial uses to repair surface
water.

2. Air quality

The air quality program will meet these new
challenges by actively managing air quality on
an island basis. The air quality program will
increase its air monitoring program while
working with industry and communities striv-
ing for 100 percent compliance with air qual-
ity permits and regulations.

3. Re-mediation at high-risk sites

Resources will be focused on sites, which pose the
highest risk to human health and will be geared

to prevent future contamination. Priority sites in-
clude the St. Thomas and St. Croix Landfills.

The waste program has set a goal to assist in-
dustry and communities to reduce waste gen-
eration 10 percent from a 1999 baseline by the
year 2005. The waste program will strive to
develop and implement a Territory wide
policy for risk-based clean-up levels to ensure
consistent Department of Environmental Pro-
tection actions at re-mediation sites through-
out the Territory.

4. Safe, healthy and prepared
communities

Efforts to eliminate reduce or minimize emis-
sions and contamination will focus on the en-
vironmental outcome where each Virgin Is-
lander will be free from unacceptable human
health and environmental risks.

5. Regulated entities are in
compliance with the law

Seek full compliance with laws intended to
protect human health and the environment.
Use a variety of tools, such as technical assis-
tance, education, incentives, and when nec-
essary enforcement in predictable ways.

6. Informed and involved citizens

Involve citizens and stakeholders as critical
partners in public forums to achieve its mis-
sion, vision and goals. Provide easy access to
information about the environment and
citizen’s role in protecting it.

7. Trained, Professional Workforce

Provide incentives for superior performance and
increased program efficiencies through contin-
ued career development for all employees.
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Xll. PHYSICAL PLANNING AND
INFRASTRUCTURE DEVELOPMENT

12.1 Land and Water Use Plan

Sustainable development requires that the in-
stitutional, financial and physical infrastructure
be unified to facilitate orderly growth. There is
a concern that the lack of a coherent framework
to guide the Territory’s future development can
result in uncontrolled growth, congestion, pol-
lution and substandard living conditions. This
concern relates to the absence of a comprehen-
sive land and water use plan to guide and regu-
late the physical development of the Territory’s
land and water resources. The inability of the
Territory to manage growth as evident by in-
adequate water and power supplies, traffic con-
gestion, and sewage problems, is a direct fall-
out from not having a land and water use plan.
Additionally, the frequent petitions from prop-
erty owners and developers for zoning map
amendments, and the frequent amendment of
laws to regulate development are evidence of
the need for change in the way the Territory
manages its land resources.

12.2 Legislative Mandate for a
Comprehensive Plan

In 1970 the Legislature adopted V.I. Act No.
2774, creating the Virgin Islands Planning Of-
fice. Its mandate was to prepare a comprehen-
sive plan which would provide long-range
guidance for the physical, economic and social
development of the United States Virgin Is-
lands. Over the years other laws were enacted
by the legislature to manage the Territory’s land
development. In 1978, for example, the Legis-
lature enacted the Coastal Zone Management
Act, establishing the entire land and water area
as coastal zone. In 1987, the adoption of the Gov-
ernment Reorganization and Consolidation Act
reemphasized the need to prepare a compre-
hensive plan to guide the Territory’s develop-
ment. In 1993 a draft of the Comprehensive
Land and Water Use Plan was prepared and

Sustainable development requires that

the institutional, financial and physical

infrastructure be unified to facilitate

orderly growth.

presented to the Coastal Zone Management.
However, the Plan has been opposed by many
who contend that the zoning and permit re-
quirements would stifle development.

12.3 Infrastructure’

Water

Because of low annual rainfall, water conserva-
tion is of critical concern and requires constant
attention. Water is obtained by three systems:
catchments with cisterns, saltwater conversion,
and wells. The Water and Power Authority
(WAPA) is responsible for the desalinization
plants and distribution system. Production costs
for saltwater conversion are significant; conse-

uently system integrity and the efficiency of
the meter operations are of paramount impor-
tance. Due to the high cost of water, average
daily per capital consumption is about 50 gal-
lons per person per day or about one-third the
U.S. average.

Table 12.1. Source of Water, VI: 1990, 1995 and 1997
Source of Water 1990 1995 1997

Occupied Housing Units 32,020 36,351 39,220
Public system 13,145 17,850 22,188

Public system only 6,584 8,493 11,769

Public system & cistern 6,561 9,357 10,419
Cistern, tanks, or drums 17,625 17,050 15,867
Public standpipe 219 23 112
Other source 1,031 1,428 1,053

Sources: 1990 VI Census, 1995 and 1997 ECC Survey

? Part of this section was extracted from the 1997 State of the
Island Report, US Department of the Interior, Office of
Insular Affairs.
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Water distribution rehabilitation and replace-
ment projects are in progress as part of a $20
million water program on St. Thomas and St.
Croix. The Department of the Interior (DOI) has
contributed $8.7 million in capital improvement
grants since 1987 for water distribution im-
provements.

Table 12.2. Source of Water, VI: 1997

Source of Water Total St. Croix St John 5t. Thomas
Occupied Housing Units 39,220 18,690 1,242 18,399
Public system 22,188 13,027 698 9,161

Public system only 11,769 6,684 349 5,085
Public system & cistern 10,419 6,343 349 4,076
Cistern, tanks, or drums 15,867 5,274 505 8,462
Public standpipe 112 73 - 39
Other source 1,053 316 39 738

Sources: 1997 ECC Survey

St. Thomas. A significant portion of the popu-
lation relies on roof catchments and water cis-
terns for potable water. When rainfall is scant
or cistern capacity is small, trucks obtain wa-
ter from the WAPA or wells and haul it to the
desired location. The demand on the WAPA
distribution system ranged between 3.0 to 3.5
MGD and supplies the town of Charlotte
Amalie and the East End of the island. Expan-
sion of the water production facilities was
completed on St. Thomas during 1992 with
the addition of 1.4 MGD to the system.

Desalinization produces 4.45 MGD using sea-
water and waste heat from the electric power
plant for the conversion. The distribution sys-
tem consists of 3,400 metered connections on
50 miles of water mains. The lines have 7
booster pump stations and approximate stor-
age capacity of 50 MG. Funding has been pro-
vided for plant expansion through the issu-
ance of water bonds.

The old saltwater flushing system used by the
town of Charlotte Amalie has seriously dete-
riorated. This has resulted in electrolysis
along the potable water lines, causing disin-
tegration of the pipes. According to the re-
cent Water Loss Reduction Program Study the
65 percent system loss in 1988 has been re-
duced to about 45 percent with system leak-

age identified as being accountable for 90 per-
cent of actual loss. Due to the corrosive na-
ture of the soils on St. Thomas, all piping sys-
tems are being replaced with Poly Vinyl Chlo-
ride (PVC) material.

St. John. A desalination plant completed in
1990 provides 155,000 GPD and eliminates the
past practice of barging half of St. John’s wa-
ter supply from St. Thomas. An elevated stor-
age reservoir with an attendant pump station
complements this new facility by providing
increased service potential. Water service has
been provided to the residents of Coral Bay.
Storage capacity has been doubled in 1995
from 0.6 to 1.2 million gallons.

St. Croix. Groundwater and desalinization are
the main potable water sources on St. Croix.
The daily water demand is approximately 3.2
MGD. The production is 4.2 MGD with about
.5 MGD coming from groundwater (when all
well fields are activated). The distribution
system has 140 miles of mains, 6 primary
booster pump stations, and 23 million gal-
lons of storage capacity. Water losses and
the continued need for leak detection are
of primary importance due to the high cost
of water production.

Power Generation and Distribution

The System. The WATPA serves approximately
47,000 electricity customers on St. Thomas, St.
John, Water Island, Hassell Island, and St.
Croix. Major generating facilities are located
on St. Thomas and St. Croix, while a standby
facility is located on f St. John. Transmission
and distribution of power is typically 13,800
volts, 3 phase, 60 Hertz throughout the is-
lands. Billing, collecting and providing cus-
tomer service are the additional functions car-
ried out by the WAPA organization.

St. Thomas. The Krum Bay generating plant
has a combination of 4 combustion gas tur-
bines and 2 conventional steam turbine gen-
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erators. Total output is approximately 450
million kilowatt-hours (MKWH) annually
with a total of 123 million watts (MW) of in-
stalled capacity. The demand for power is in-
creasing steadily. Preparations are presently un-
derway for the installation of a new 36 MW unit
in an attempt to keep up with the demand.

Power distribution is by a combination of over-
head and underground high-voltage feeders.
Typically these operate at 13,800 volts; however,
a 34,500-volt feeder is in service to a major substa-
tion overlooking the harbor area. Sub-feeders ex-
tend to major load centers on the east end of the
island and also to a cable termination structure
which feeds St. John Island via a submarine cable.
Construction is almost completed on a 34 KV sub-
station on the east end of St. Thomas.

St. John. St. John has a demand of approximately
7 MW and is served by 2 submarine cables, each
rated at 18 MW. A standby diesel-electric genera-
tor, rated 2.5 MW, is maintained for use in emer-
gency situations. The St. Thomas staff handles
management, generation, maintenance, and dis-
tribution functions. Plans have been completed
and funding has been requested for the installa-
tion of a 34 KV to 15 KV substation on St. John
which will allow operation of the cable at 34 KV.

St. Croix. Power production at the Richmond Plant
consists of 2 steam turbine generators and 4 com-
bustion turbine-generators. In total, these have the
capacity to generate 115 MW.

12.4 Seaports and Airports

The Virgin Islands Port Authority (VIPA), a semi-
autonomous governmental agency, is responsible
for the management of all publicly owned avia-
tion and marine facilities in the, Territory. VIPA
operates and maintains 6 seaports and 2 airports
in the Territory.

Seaports

St. Thomas Crown Bay Cruise Dock. At the Port
Authority publicly owned Crown Bay Marina

Port in the Sub Base section of St. Thomas, cruise
ships have been arriving at the 3 berth facility in
ever increasing numbers. Cargo ships are now
using the 900-foot cargo bulkhead. A federally
funded Economic Development and Agriculture
project to pave the roadway, install lighting and
a drainage system, has been completed. Little
Switzerland built the first warehouse at the Port
of Crown Bay to be used as their main Caribbean
warehouse facility, and MSI also maintains a ware-
house facility. Future phases of the project include
additional warehousing and a commercial center
that will provide a mixture of tourist and local
oriented shops and restaurants.

Charlotte Amalie Harbor, St. Thomas. Located on the
Waterfront of Charlotte Amalie, St. Thomas is the
site of the newly constructed Virgin Islands Port
Authority “Edward Wilmoth Blyden IV Marine
Facility” which serves as a crucial linkage for pas-
sengers traveling between the British and U.S.
Virgin Islands. The facility was opened in May
1994 and houses the Port Authority’s Marine Di-
vision, the Federal Inspection Services (Customs,
Immigration and Naturalization), and a restau-
rant.

The West Indian Company operates a 2,742-foot
commercial bulkhead pier with a 30- to 34-foot
draft. This is primarily a cruise ship facility. There
is also a shopping center adjacent to the pier.

Cruz Bay, St. John. At Cruz Bay, St. John, the Vir-
gin Islands Port Authority Loredon Lorence Boynes
Sr. Dock was dedicated in May 1994. Named in
honor of a native son, Captain Boynes, the recon-
structed 35-foot dock can accommodate 4 berths
for ferryboats traveling to and from Red Hook
and Charlotte Amalie Harbor, St. Thomas. Din-
ghy dock parking is available. The passenger ter-
minal accommodates the port’s dock master’s of-
fice, a ferry service ticket sales booth and a seated
passenger waiting area. The Creek facility, ad-
jacent to the Captain Boynes Dock, continues
to be the main port for cargo traffic to St. John.
Maintenance dredging of the Creek at the north-
east corner of Cruz Bay has been completed,
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providing a 7-foot draft for vessels utilizing
the facility.

St. Croix. Frederiksted. The grand opening
and dedication ceremony for the new Virgin
Islands Port Authority “Ann E. Abramson
Marine Facility” at Frederiksted, St. Croix was
held on July 15, 1994. The facility can accom-
modate 2 large cruise ships and 2 mini cruise
ships simultaneously, with a draft of 20 to 50
feet. The facility also accommodates naval
vessels, limited cargo operations and local
pleasure vessels. Since the opening of this fa-
cility, St. Croix has seen a 30 percent increase
in cruise ship port of call over 1989 when the
facility was destroyed by hurricane Hugo.

Christiansted. Located on the eastern end of
the island of St. Croix, at the Gallows Bay Port
in Christiansted, the Schooner Channel is be-
ing utilized by mini cruise ships such as the
Renaissance III. The channel was deepened
and widened to facilitate mini cruise ships as
well as other recreational cargo vessels. The
control depth for the channel is 16.5 feet.

Container Port, South Shore. The Krause La-
goon, adjacent to the Port Authority Con-
tainer Port on the southern shore of St. Croix,
accommodates tanker vessels bringing in mo-
lasses to the Virgin Islands Rum Distillery, a
major source of revenue to the Virgin Islands
Government. Plans have been prepared for
the development of a new molasses tanker
pier on the south shore of St. Croix. This fa-
cility will accommodate molasses and other
bulk material.

Airports

St. Thomas. The construction of the Cyril E.
King Airport Terminal was completed and
opened in October 1990. With the extension
of the runway and parallel taxiway to 7,000
feet in December 1992, the system has been
classified within the rank of the Federal Avia-

tion Administration (FAA) as a “safe runway”.
The increased runway length can now accom-
modate direct jet service from the continental
United States. The 20-year master plan for this
facility, including work on the general aviation
apron and construction of a major storm drain,
has been completed.

St. Croix. The focus of the Virgin Islands Port
Authority has shifted to the Henry Rohlsen Air-
port on St. Croix, where the renovation and ex-
pansion of the terminal facility to serve beyond
the year 2010 is underway. The current airport
runway and parallel taxiway are 7,600 feet and
are in excellent condition. An independent
lounge for cruise line passengers is included in

the design plans.

Cyril E. King Airport, St. Thomas

12.5 Infrastructure Objectives

VIPA is required to operate public facilities
efficiently and to make available the benefits
in the widest economic manner in increasing
commerce and prosperity. The specific objec-
tives of VIPA in meeting its mandates are as
follows:
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Improve aviation facilities on the island of St.
Croix in order to create a link for air travel
with Canada, South America, Europe and
Asia, besides the U.S. Airport facilities include
major expansion of the passenger terminal,

runway / taxiway and air traffic control tower.

Continually upgrade and expand the cruise
ship facilities on St. Thomas and St. Croix
to meet ever-increasing cruise ship size,
capability and capacity in an age of techno-
logical advancement.

Expand cargo docks and associated chan-
nels and waterways at St. Croix’s Container
Port and Crown Bay on St. Thomas, to ac-
commodate the new class vessels to ensure
fast, efficient and cost-effective handling of

cargo, while meeting their diverse needs.

To develop an industrial park adjacent to St.
Croix’s airport to attract and accommodate
industries to bolster the economy of St. Croix
by creating employment opportunities and
generating revenues to the Government of the
Virgin Islands and VIPA.

Expand and maintain the existing small-
sized marine facilities for the efficient move-
ment of people and commodities within the
Virgin Islands and between other neighbor-
ing Caribbean Islands.

6. Improve management continually, to keep
on top of technological advances and ad-
just to the ever-changing unpredictable
aviation and marine business environment.

7. Sustain and enhance the partnership cre-
ated with Federal, Territorial and private
interest in the ownership, management and
operations of the transportation system.

12.6 Roads

The Department of Public Works is respon-
sible for building and maintaining high-
ways and roads and administers the Fed-
eral-aid Highway construction program.
The roads in the Territory are in generally
in good condition and systems are in place
to ensure adequate maintenance. The De-
partment receives approximately $12.8 mil-
lion annually from the Federal Highway
Administration (FHA). Additional funding
is also received for special demonstration
or high priority projects. On St. Thomas the
primary project is the East-West corridor
from Holiday Inn to Raphune Hill. To date,
FHA has provided $24.4 million in funding
on a total project cost of approximately $71
million. On St. Croix, the primary project
is the Christiansted by-pass estimated to
cost $10 million. The Department has also
identified a number of projects to bring to
construction. These include Phase II of the
Molasses Port Access Roadway, Island-
wide Pavement of Coral Bay to St. John
Folly and Island-wide Pavement Preserva-
tion on St. Croix and St. Thomas, roadway
and draining improvement, which are to be
funded by GARVEE bonds (Grant
Anticpation Revenue Vehicles).
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Xlll. SOCIAL WELFARE

13.1 Education

The educational needs of the Territory are pro-
vided by the Government public school system
administered by the Department of Education
and by a number of private schools. Public edu-
cation system consists of 11 secondary schools
and 27 elementary schools. These schools are
distributed accordingly by islands: 5 high
schools and 13 elementary schools on St. Tho-
mas; 4 elementary schools on St. John and; 6
high schools and 10 elementary schools on St.
Croix. There are 22 private schools on St. Croix,
2 on St. John and 15 on St. Thomas.

For academic year 1999-2000, a total of 20,300
students attended USVI public schools and
6,216 attended private schools. Public school en-
rollment has declined for each of the past 5 aca-
demic years and this trend is expected to con-
tinue. Several factors contribute to this trend,
including a decline in the birth rate and an in-
crease in emigration. The ratio of students to
teacher was 14.2 students per teacher in 1995
and 13.2 in 1999. The department has also been
faced with an exodus of teachers for a variety
of reasons including higher paying jobs on the
mainland, active recruitment by mainland in-
stitutions and the retirement of experienced
teachers. One challenge currently facing the de-
partment is the ability to keep teachers and at-
tract new ones to the profession. Of issue is the
base pay that teachers receive. If is argued that
entry-level salary for teachers in the Territory
is among the lowest in the nation. A compari-
son of salaries shows that the average teacher
salary for the US was $40,574 compared to
$34,784 for the Territory. The average entry-
level salary for teachers on the mainland was
$26,639 and $22,750 in the US Virgin Islands.

One challenge currently facing the

department is the ability to keep teachers

and attract new ones to the profession.

Table 13.1. School Enrollment, V1:1995-1999

Year Total Public Private
1999 26,516 20,300 6,216
1998 27,420 21,057 6,363
1997 28,163 21,908 6,255
1996 28,521 22,184 6,337
1995 28,653 22,221 6,432

Source: VI Department of Education

Recognizing the importance of education,
the Department of Education has devel-
oped benchmarks and has been working
towards the refinement of performance
standards in the areas of language arts,
mathematics, science and social studies.
Work continues with the Department to de-
velop benchmarks in the arts and other sub-
ject areas. These standards will guide cur-
riculum development and the adaptation of
measures to assess not only student perfor-
mance, but also teacher and school perfor-
mance.

Additionally, the Department is engaged in
an Accountability Initiative that makes all
stakeholders responsible for the education
of the Territory’s children. Stakeholders in-
clude parents, legislators, media personali-
ties, teachers, administrators, all other
school staff, other Department of Education
staff, as well as staff of other agencies and
the business community, whose work im-
pact on students either directly or indi-
rectly.

13.2 Education Strategy

The Department of Education will continue
to work to identify creative and effective
strategies for teaching and learning. Addi-
tionally, the Department must meet the
challenge of modifying and improving ex-
isting approaches to better meet the needs
of the students, school personnel, families, com-
munities and each island. The Department’s
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Strategic Plan sets forth the goals for improv-
ing education in the Territory.

13.3 Educational Goals

® [Establish and meet high standards for aca-
demic achievement for all students to pre-
pare them to compete in a global economy
and to exercise responsible and productive
citizenship.

® (Create the optimal environment for teach-
ing and learning by providing for the fun-
damental needs for all students.

® Establish and meet high standards for the
performance of teachers and administrators

resulting in improved student learning,.

® Manage resources effectively, efficiently and
equitably in order to ensure that all students
achieve at high levels.

® Increase the direct support and involvement
of all citizens in promoting the social, emo-
tional, and academic growth of students in
public education.

13.4 University Facilities

The Territory has one university, the Univer-
sity of the Virgin Islands (UVI), with campuses
on St. Thomas and St. Croix. Much of the post
secondary educational needs are met by the UVI
which also educates a number of students from
other Caribbean islands. The University was the
recipient of a grant for $7.5 million for three
projects: The development of a new Sports
and Recreation Center which opened in Janu-
ary 2001, the conversion of the old Field
House to Administrative spaces, and for
Building Code Compliance requirements.

UVI has declared that its mandate is not only
to develop minds but also to develop the
physical attributes of students.

Table 13.2. Enrollment at UVI: 1965 to 1999
Undergraduate

Year Total Full-time Part-time Graduate
1999 2,537 1,169 1,161 207
1997 2,610 1,189 1,210 211
1995 3,054 1,359 1,418 277
1990 2,466 866 1,348 252
1985 2,602 716 1,705 181
1980 2,203 561 1,423 219
1975 2,079 558 1,450 71
1970 1,444 414 1,030 0
1965 728 128 600 0

Source: VI Yearbook, 1998; ECC/UVI

13.5 Housing

The Virgin Islands Housing Authority (VIHA)
is empowered with the responsibility for plan-
ning, financing, constructing, maintaining and
managing public housing development in the
Territory.

In an effort to improve overall functioning in
the face of dwindling resources, the Virgin Is-
lands Housing Authority (VIHA) embarked
on a strategic planning process, which in-
volves all employees. This process looks at the
present state, vision, mission and Cultural
Value Statements and the Strengths, Weak-
nesses, Opportunities and Threats (SWOT),
where VIHA is relative to its operations, cus-
tomers and employees, and where they want
to be in five years.

The VIHA vision is to achieve and maintain a
high performance status and develop the ca-
pability for agency self-sufficiency. Through
its commitment to a better living environment
the VIHA strives to fulfill its vision. Its mis-
sion is to provide a decent, safe and sanitary
housing tﬁrough quality maintenance, man-
agement and modernization services in a stra-
tegically planned and cost effective manner
that will culminate in home ownership oppor-
tunities and a higher standard of living.
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VIHA also has a Cultural Values statement
which observes moral, ethical and professional
standards; ensures cost-effective use of re-
sources; provides leadership in administra-
tion of public housing; continually assesses
and responds to the needs of residents; pro-
vides opportunities for meaningful and sat-
isfying service, and personal and career
growth for all VIHA employees; and cooper-
ates to the fullest extent possible with the Fed-
eral and Territorial Governments in service
for the residents.

The VIHA Strategic Plan is now being devel-
oped and implemented through the General
Strategic Planning Team. Upon its comple-
tion, it will become the Five-year Organiza-
tion Plan. VIHA will perform annual strate-
gic review to assess the process, progress and
achievement of the documents and make re-
quired changes where necessary.

13.6 Priorities for Housing,
and Community Development

e Urban Revitalization and Preservation of
existing housing stock for very low and low-
income persons.

e Mixed Income/Mixed Use Neighborhood
Development.

® Maintain and increase the supply of hous-
ing for special needs groups.

® Expand homeownership among first-time
low and moderate income homebuyers.

® Promote “performance based, solution
based” public and private collaborations
and community development organiza-
tions.

® Promote Territory-wide and Neighborhood
sensitive Strategic Land Use Planning,.

e Streamline the delivery, collaboration and
uniformity of housing and community de-
velopment services.

e Continued consolidated planning with a

view toward increased convergence, lever-

aging and synergy.
13.7 Health Care

Medical Facilities

There are two hospitals in the Territory, Juan F.
Luis Hospital on St. Croix and the Roy L.
Schneider Hospital on St. Thomas. In addition,
there is the Myrah Keating Smith Clinic on St.
John, the Eldra L.M. Schulterbrant Community
Health Center, a mental health facility on St.
Thomas, and the Ingeborg Nesbitt Clinic/Ur-
gency Center in Frederiksted, St. Croix.

The St. Thomas and St. Croix Hospitals were built
in the early 1980s and opened to the publicin 1982.
The St. Thomas Hospital was intended to be a full-
service medical center with a 250-bed capacity.
The St. Croix Hospital opened at the same time
and is of equal capacity. The Department of Health
and the hospitals on St. Thomas and St. Croix are
now all operated as separate entities with sepa-
rate staffs.

Department of Health

The Department of Health is committed to pro-
viding accessible, affordable, confidential and
comprehensive quality health care to all Virgin
Islands’ residents and visitors, educating the
community toward the development of posi-
tive lifestyles and protecting the environment
toward the improvement of health in the US
Virgin Islands.

As mandated by the Virgin Islands Code, Titles
3 and 19, the Department of Health has direct
responsibility for conducting programs of pre-
ventive medicine, including special programs
in Maternal and Child Health, Family Planning,
Environmental Sanitation, Mental Health, and
Drug and Substance Abuse Prevention.

The Preventative Health Services Division con-
ducts comprehensive programs of preventative
and curative medical care by means of clinical
services supported by public health nursing
services, nutrition, dental health, health educa-
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tion, medical social services, health outreach to
aid the prevention of morbidity and mortality,
and improve the quality of life of the residents
of the Territory.

Table 13.3. Vital Statistics, VI: 1960 to 1999

Year Births Deaths
1999 1773 654
1998 1918 613
1997 2125 608
1996 2004 559
1995 2170 661
1990 2402 511
1980 2553 548
1970 2920 469
1960 1180 333

Source: Bureau of Health Statistics

The Department has enhanced the activity and
authority of the Health Planning activity cen-
ter by setting up rules and regulations to stan-
dardize all other health related professions. In-
novative cost saving measures have been de-
veloped to offset imposed budget cuts due to
financial constraints.

The Department registers all vital statistics and
administers laws relating to the practice of
medicine, surgery, dentistry, and other healing
arts. In general, the department has the respon-
sibility of providing comprehensive health ser-
vices to elevate the health status of the people
of the Virgin Islands.

For administrative purposes both the St. Thomas/
St. John Hospital Facilities Board of Trustees and
the St. Croix Facilities Board of Trustees were es-
tablished with the Department of Health. Pursu-
ant to Act 6012, the operations of the Territory’s
hospital facilities have been legally delegated to
the Virgin Islands Government Hospital and
Health Facilities Corporation.

13.8 Health Care Objectives

The Department of Health recognizes the im-
portance of a healthy population for the eco-
nomic and social development of the Territory.
Consequently, the following areas have been

identified as priority areas to be addressed over
the medium-term.

® Provide accessible, affordable, confidential,
comprehensive and quality health care to
all Virgin Islands residents and visitors.

e Educate the community toward the devel-
opment of positive lifestyles.

® Protect the Virgin Islands Community from
environmental health hazards.

e Maintain accurate health data and vital sta-
tistics for the Virgin Islands population.

e Attain legislative action to update the cur-
rent fee schedule to reflect and cover esca-
lated costs of operations and collections.

® Pursue the linkage and integration of the
Territorial health and hospital’s computer
based patient information system.

® Increase revenue collection by 20 percent, and

reduce accounts receivable by 20 percent.

13.9 Territorial Health Care Plan

The Department of Health and Hospitals in col-
laboration with the Governor’s office are devel-
oping a Territorial Health Care Plan with a focus

The Roy L. Schneider Hospital, St. Thomas
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ondelivery of primary health care. The issues that
the plan will address are the following:

® Physicians recruiting and retention of key
specialties using a recently conducted popu-
lation based model of physical need.

® A plan for addressing the Medicaid Cap and
uninsured medical indigents.

® Formation of a Health Planning Council.

® Formal linkages with off-island tertiary care
center for services not provided on island.

® An overall analysis of overall manpower
recruitment and retention needs including
nurses, midwives and support staff.

® Development of a community health infor-
mation database that links all Territory
health facilities and doctors offices.
Exploring telemedicine options.
Defining how to provide for a continuum
of care to include long-term care, home
health care, psychiatric and mental health
and preventative care.

® Public education relative to health status,
financial obligations and available services.

® Improve coordination relative to disaster

planning and mitigation efforts.
13.10 Police

The Virgin Islands Police Department is a full
service office with a staff of over 550 officers,
including police auxiliaries, who serve the Ter-
ritory through law enforcement and adminis-
trative services. The Department is primarily
charged with the enforcement of laws and ad-
ministration of the Motor Vehicle Bureau. The
Department is organized into 7 divisions:

1. Office of the Commissioner
2. Division of Police Operations
3. Division of Administrative, Support and

Logistics
Division of Police Operations, St. Croix
Division of Highway Safety

Division of Training

Mo ;o

Division of Police Operations, St. John

Department Strategy

The police force aims to maintain law and or-
der and to reduce crime, fear and disorder. Af-
ter many decades of operating under one policy
strategy, the Department is embarking on a his-
toric change in the way they provide police ser-
vices to the citizens of the US Virgin Islands. The
new strategy enhances the crime-fighting capac-
ity of the Department by mobilizing both govern-
ment and community resources in a new and con-
structive partnership toward reducing crime.

The Department faces a number of obstacles
which limit the capability of the police to pre-
vent or solve crimes. These include:

Inadequate accommodation.
Inadequate staff levels.

Lack of training.

Lack of supplies and equipment.

Inadequate transportation.

The Department, however, is taking steps to
improve the delivery of service and has identi-
fied a number of short-term objectives. These
include:

® Purchase of sixty vehicles and provide a vi-
able maintenance program for the upkeep
of the police vehicle’s fleet.

® Hire 28 new officers, through the use of Fed-
eral and local funding.

® Reduce the Part 1 crimes and Juvenile crimes
by 7 and 17 percent, respectively.

® Reduce police response time by the installa-
tion of a new 911 communication system at
a cost of $1.6 million.
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Consolidation of rental space to cut costs.
Fully automate all record keeping functions
and data collection activities.

Facilitate the standardization of all criminal
history records, crime reports, and crime
statistics.

Relocate or improve St. Croix bureau to a
more habitable environment.

Identify suitable accommodations for a

training academy.

Work with the university for a college credit
recruit program.

Develop and implement an Automated
Criminal History record-keeping system
and support legislation to bring the Terri-
tory into compliance with mandatory pro-
visions of the Violent Crime control and Law
Enforcement Act of 1994.
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XIV. EMPLOYMENT POLICY AND WORKFORCE REFORM

14.1 Structure

The Department of Labor was established on
October 1, 1965 as an independent executive De-
partment of the Government of the Virgin Is-
lands. The Department provides a wide range
of services needed to enable individuals to se-
cure and maintain employment at their maxi-
mum potential. It consists of nine major divi-
sions which include Business and Administra-
tion, Occupational Safety and Health Adminis-
trations (OSHA), Workers compensations, La-
bor Relations, Job Service, Unemployment In-
surance, Training, the Hearings and Appeals
Unit, the Planning Research and Monitoring
Unit, and the Bureau of Labor Statistics.

14.2 Employment Policy

The mission of the Department of Labor is to pro-
mote economic growth and employment stabil-
ity by developing and protecting the Territory’s
workforce through effective programs and part-
nerships with employers, government, commu-
nity agencies and other stakeholders.

Training

The division of Training provides services to
adults and dislocated workers. Activities in-
clude core, intensive and training services.
Other services include interviews, assessments,
intakes, evaluations, workshops, case manage-
ment and follow-up.

The mission of the Department of Labor

is to promote economic growth and
employment stability by developing and
protecting the Territory’s workforce through
effective programs and partnerships with
employers, government, community

agencies and other stakeholders.

Employment Services

Services provided by the Employment Service
include basic labor exchange, employment
counseling, job development, placement and
readiness activities and employer services.
Under Act 5174 all employers in the Territor
are required to register their vacancies wit
the Division of Job Service.

Unemployment Insurance

The Division of Unemployment Insurance pro-
vides insurance in the form of temporary wage
replacement to workers who are unemployed.
Unemployment insurance also determines and
collects employer tax rates and liability.

Welfare to Work

Through case management, this program of-
fers assistance with job search, and job devel-
opment activities. Post employment support-
ive services to include child care and trans-
portation assistance, and job related training
are also available as efforts at employment re-
tention are pursued.

Occupational Safety and Health

This division enforces the Occupational Safety
and Health local and federal laws. The Division
ensures that employers provide protection from
hazardous working conditions. The Occupa-
tional Safety and Health Program is structured
around five basic functions set by Occupational
safety and Health rules, and regulations and
standards which include education and train-
ing, enforcement inspection, consultation, ad-
ministrative hearings, and public information.

Workers Compensation

The Division of Workers Compensation pro-
vides services under the law pertaining to
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workers compensation and rehabilitation. The
Division protects the Territory workers in the
event of job injuries and illnesses by provid-
ing them with medical and vocational reha-
bilitation and restoration of a portion of
wages lost as a result of disability.

Bureau of Labor Statistics

The Bureau of Labor Statistics collects, com-
piles, arranges, analyzes and publishes statis-
tics on wage, working hours, labor conditions,
and living costs. The Bureau also provides a
full labor market system in accordance with
US Employment and Training standards and
US Bureau of Labor Statistics.

School to Work

The School to Work initiative helps open av-
enues to the private sector for youth related
activities. The services offered to youth by
School to Work will fall under the ausplces
of the Youth Counci A

14.3 Workforce Reform

The vision and goals for the workforce sys-
tem are intrinsically tied to those of the
Territory’s economic development. The
workforce system is intended to make acces-
sible those programs and services need to
prepare the workforce for local labor market
demand as well as the global economy. The
One-Stop Service Delivery System offers ac-
cess to all individuals for core services with
linkages to intensive and training services.

Core services will be available in one main
location on each of the two major islands, with
satellite offices scheduled to be opened in the
pubhc housing communities as needed dur-
ing the next few years. One-Stop partners and
eligible service providers will furnish both in-
tensive and training services to eligible cus-
tomers; some services will be available on site,
others through referrals. Basic skills and lit-
eracy are among the main ob]ectwes for serv-

ing the
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e A physical revitalized infrastructure;
e Expansion of existing businesses;

e Industry diversification.

To realize the Virgin Islands’ full potential the
following workforce development goals have
been identified:

e Develop the workforce around the local

market economy.
e Identify present community needs

e Project prospective growth areas and de-
velop training opportunities according.

e Offer basic workforce preparation activi-

ties for all age groups.

e Create a solid service infrastructure that
allows for continuous growth, that is cus-
tomer focused and built on the supply and
demand of the labor market.

e Prepare customers for greater local opportu-
nities by exploring business alternatives di-
rectly to the culture and climate of the islands.

Provide job training, retraining, and skills
assessment resulting in better placement
services. Tools for career building or ca-
reer defining will be available as well as

linkages to support services.

The One-Stop system will feature ser-
vices geared towards the employer com-
munity. Through direct access to more
comprehensive labor market informa-
tion, the job applicant data bank, recruit-
ment screening and testing options, the
employer will be provided an employee
development support network. As the
system grows, employee enhancement
workshops and other such activities will
become a regular part of the One-Stop
system.

The Workforce System will also provide
services for employers whether they are a
new business, upgrading their staffing re-
quirements or branching off in a new di-
rection. The labor market information pro-
vided will be up-to-date, locally in-depth
and globally interactive.
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XV. ENTERPRISE ZONES AND HISTORIC PRESERVATION

15.1 Enterprise Zone Plan

The Enterprise Zone effort in the Territory
has its origins in the Empowerment Zone
and the Enterprise community (EZ/EC)
Initiative in 1994. These key elements of
President Clinton’s job creation strategy for
America was to create jobs and businesses
opportunities in the most economically dis-
tressed areas of inner cities and the rural
heartland. This program, however, was not
extended to the insular areas but on April
22, 1997 the Governor of the Virgin Islands
by Executive Order No. 370-1997 desig-
nated the towns of Frederiksted and
Christiansted on St. Croix as Enterprise
Zones. On July 17, 1997 Executive Order
No. 373-1997 was released also designating
Savan, St. Thomas as an Enterprise Zone.
In 1999 Businesses within the Enterprise
Zones or blighted areas are eligible to re-
ceive tax incentives and other economic de-
velopment program benefits.

The Enterprise Zone Commission adminis-
ters the Enterprise Zone Program and its
membership includes staff of the Historic
Preservation Commission. The Enterprise
Zone Commission determines what portion
of the Enterprise Zone is a blighted area or
a social or economic liability because of one
or more of the following conditions:

e Dwellings therein that is substandard,
unsafe, unsanitary, dilapidated or obso-
lescent;

® Buildings therein that were previously
used for commercial purposes are no
longer used for this purposes and have
been abandoned;

® Vacant land therein that has not been
improved for a minimum of 10 years and

...President Clinton’s job creation

strategy for America was to create jobs and

businesses opportunities in the most
economically distressed areas of inner

cities and the rural heartland.

is most likely not to be developed
through private capital by reason of lo-
cation, remoteness, and lack of means of
access, topography or nature of the soil;

® Areas that are detrimental to the safety,
health, morals, or welfare of residents,
persons working in or visitors to the En-
terprise Zones;

® Potentially useful areas that are not
properly productive to serve the public
health, safety and welfare because of
title issues, diverse ownership of the real
property taxes delinquencies that ex-
ceed the market value of the land.

Each Enterprise Zone Business qualifies for
the following tax credits and tax benefits:

® A nonrefundable gross receipts tax
credit or an income tax credit equal to
25 percent of the equal value expended
within a fiscal year for the construction
of a new building;

® A nonrefundable gross receipts tax
credit or an income tax credit equal to
25 percent of the actual value expended
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within a fiscal year for the rehabilitation
of buildings or other real property
within the Enterprise Zone;

e A nonrefundable gross receipts tax
credit equal to 10 percent of the expen-
ditures within a fiscal year for invest-
ment in machinery and equipment for
the exclusive use of the Enterprise Zone
business;

e A gross receipts tax rate of 3 percent for
gross receipts derived by the Enterprise
Zone business;

e A one-time nonrefundable $500 income
tax credit for every job created within
the Enterprise Zone for which a resident
of the Virgin Islands is hired;

e A property tax credit against taxes im-
posed equal to the increase in property
taxes assesses due to renovation, reha-
bilitation or construction of property
within the Enterprise Zone.

15.2 Enterprise Zone Goals

Goal 1

Institute a self-sustaining organizational
and managerial structure for each zone
which requires minimal U.S.V.I. Govern-
ment funding or personnel, works in con-
cert with other local and territorial eco-
nomic development initiatives, and repre-

sents the interests of a broad spectrum of

community stakeholders.

Objectives

e Utilize the employees of the Virgin Is-
lands State Historic Preservation Office

a5 Zone managers,

e Identify and utilize dedicated funding
source and continually seek new sources
of federal or private funding in support
of zone programs;

e Encourage ample input and representation
Territory-wide on enterprise zone organiza-
tional and program development;

e Conduct quarterly routine performance
monitoring and zone plan updates;

e Market plan benefits and other relevant
programs to 50 current and prospective
constituents during the first months of

establishing the zone.

Goal 2

Improve and promote the livability of the
towns, while simultaneously preserving
their historical character.

Objectives

e (Coordinate with the Police Department
to reduce crime within the zones by 15
percent during fiscal year 2001;

e Promote and improve maintenance and
enhancement of public infra-structure by
March 2001;

e Consider land-use rezoning;

e Encourage home c)wnership;

Promote zones as social and community

centers.

Goal 3

Maintain and improve the physical appear-
ance of each zone in manner consistent with
their historical character giving particular
emphasis to development of vacant lots and
refurbishment of abandoned buildings.



US Virgin Islands Comprehensive Economic Development Strategic Plan

Objectives

Improve promotion of existing incentive
programs for property development or
refurbishment with one year of funding;
Develop and promote programs for the
resolution of ten title disputes within
one year of funding;

Develop and promote new tax incen-
tives for new construction or property
refurbishment by 2001;

Encourage development of “in-fill” con-
struction as a mean for filling vacant lot
gaps within each zone. “In-fill” con-
struction must be consistent with the
historic character of town and surround-
ing area and must be approved by the
appropriate Historic Preservation Com-

mission,

Goal 4

Without encouraging business relocation from
other areas, improve the environment for new and
existing businesses, particularly small businesses.

Objectives

® Improve promotion of existing incentive
programs for business development by Oc-
tober 2001;

® Reduce business tax burden and the gross
receipt tax specifically;

® Increase availability of technical and legal
assistance for businesses by 2001;

® Facilitate transport of both people and goods
in to and out of each zone, emphasizing
parking needs in these areas;

e Increase concentration of government facilities

and services for businesses within each zone.
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