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Executive summary

Introduction

Mott MacDonald was appointed by the Government of Montserrat (GoM) to produce an Economic Growth
Strategy and Delivery Plan (the Plan) in 2017. The contract for this work was awarded through public
competition open to qualified bidders. Mott MacDonald brings a wealth of experience in engineering,
management and development consultancy and the study team for this project has undertaken a range of
large-scale economic assessments including several instances of producing economic growth strategies that
have incl usi on asdheircéngepiece. gr owt ho

Study approach and key findings

The study team carried out an extensive programme of primary and secondary research to identify the
strengths, weaknesses, opportunities and threats facing the Montserrat economy and to identify future
drivers of economic growth as well as establishing growth objectives that are specific, measurable,
attainable, relevant and time bound (SMART). In addition, we then set out to produce road maps (logic
maps) on how the Plan will be achieved, whilst being mindful of key risks. The study team concluded by
setting out a framework for the monitoring and evaluation of the strategy.

The research programme undertaken by the study team included a literature review of existing studies and
strategies to date , the analysis of economic data about Montserrat and more than 35 technical consultations
with a cross-section of Montserratian society as well as public engagement events. Through this process, the
study team produced a SWOT analysis, showing the strengths, weaknesses, opportunities and threats facing
Montserrat and its economy. This SWOT analysis is shown in Figure i.

Figure i: SWOT analysis

Strengths Weaknesses
People T warm, welcome, resilient Limited access to and around the island
Support from the diaspora and wider Caribbean Infrastructure (transport, digital, energy)
UK supporttoOTés under UN Charter Investment finance (capital & revenue)
Low crime Balance of the economy (public/private)
Stable policy environment for investment Mar keting & promotion of Mon-
Micro businesses offer
Natural environment Small number of beds for the visitor economy
Spring water Limited supply of readily developable land

No adopted land use planning policy supporting
development

Opportunities Threats
Port development Short term policy implementation
Development of new Capital of Montserrat External policy environment (UK, EU, CDB)
Niches in the visitor economy: Strong competition in Caribbean beach tourism
I Plymouth, Capacity shortages in skills and labour
i Volcano, Limited funding and financing
i Cruise & ferry stops, Low population
i Ecotourism, Natural disasters (volcano/hurricane)
i Active e.g. scuba diving, hiking
I Yachts

i Diaspora & expatirate visits

i Development of hospitality industry

Sand mining, agriculture and finance sectors
Enterprise community

Solar and geo thermal power

Spring water bottling plant

Returning diaspora population

Island land use planning document requires update to
encourage investment and development in Montserrat

Source: Mott MacDonald
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Numerous efforts to move forward have had some success, but it is clear to us that a few, select and
interrelated actions, are the essential investments for the island to move forward. The actions must
therefore relate to the key issues of rebalancing the economy from its dependence on the public sector and
a focus to grow private enterprise.

Our view is that a cultural shift is required whereby private

enterprise and new start-up firms (inward and indigenous)

are welcomed and supported to grow locally, and that it is

clear that Montserr aAsintroslucddiopen f
in the SWOT analysis above, the following are the areas

Figure ii: Future drivers of economic growth

Visitor where Montserrat can build its future given the financial
economy support and skills to manage the process:
0 Visitor economy.
0 Enterprise culture.
0 Sectors.
0 Infrastructure.

In this report, we set out the conclusions from our SWOT
assessment, the key findings from our literature review
and technical consultation, present our observations and
suggest actions, and produce a delivery plan containing
key deliverable actions in the short and medium term to
achieve longer term strategic objectives. These objectives
include putting Montserrat on the path for sustainable
economic growth, with good employment opportunities and private sector investment prospects.

Source: Mott MacDonald

To achieve economic development that is sustainable, equitable and delivered for all citizens of Montserrat,
we integrated inclusivity principles and actions in the Plan. Deliverability is aligned to the resources
available, including skilled staff, capital expenditure, third party funding and in-kind contributions.

By focusing on the four sectors identified as able to drive economic growth (visitor economy, enterprise
culture, sectors and infrastructure), this Plan has the potential to deliver a step up from historic ¢.1-2%
annual growth levels to an economic growth rate of 3%-5% in the next ten years and at the same time
accommodate a slow contraction of DFID current revenue support (indicatively at 1% per annum)*. To
achieve this, the external sector would need to grow at around 15% annually.

Such growth would all ow tMexpahdghy A0r56% dver terl yearspand, witb @ n o my
capped Government size and a slow contraction of DFID current revenue support, the public sector would
become relatively smaller as a percentage of the total economy. This is the basis on which this plan sets out

a route map for economic growth in Montserrat.

1 This analysis is based on high level modelling to be used as an indicative guide only, further detailed analysis would be required to develop a robust
forecast.
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1 Introduction

This report presents the Economic and Growth Strategy and Delivery Plan (the Plan) for Montserrat. Our
approach to creating this Economic Growth Strategy and Delivery Plan for Montserrat is to build a

0f oundat i onaréating and sustaiminggood jobs, and encouraging people to live and work on the
island through policies that work for all.

1.1 Introduction

Mott MacDonald has been appointed by the Government of Montserrat (GoM) to produce an Economic
Growth Strategy and Delivery Plan (the Plan) before the end of 2017. The work has been conducted
through a combination of desk-based research, consultation (on-island and via telephone) and drawing on
best practice. This report is our strategy and delivery plan, developed through this process.

The European Development Fund (EDF) Medium Term Economic Policy (MTEP) 2017-2021 for Montserrat,

notes the need for an Economic Growth Strategy thatwilli f o st er dsustainabbe ?gFrbwt h
The GoM have shown clear alignment with this policy by commissioning this Economic Growth Strategy and

Delivery Plan, with its focus on producing a phased strategy that can achieve wide-ranging buy-in from

across Montserrat society and be successfully delivered.

To achieve economic development that is sustainable, equitable and delivered for all citizens of Montserrat,
we integrate inclusivity principles and actions in the Growth Strategy and Delivery Plan. Deliverability is
aligned to the resources that may potentially be available, including skilled staff, capital expenditure, third
party funding and in-kind contributions.

The fundamental purpose of the Plan is to assist Montserrat to develop its own unique local economy and

build on its assets while simultaneously, albeit gradually, reducing its dependence on the UK governmentfor

recurrent expenditure. This will not be an overnight process: the Plan is a starting point for the next phase

of the islandbs devel op memustbeadadumentihat GaVa(eteetedtmembers t he Pl
and officers), other public agencies, private businesses and residents can get behind and support. It will act

as a clarion call for a renewed f aecduiremporamly, signato prigateand 6 s
sector investors that Montserrat is open for business.

1.2  Context for the strategy

Montserrat is a small island economy, where the usual difficulties of such economies have been

compounded by the aftermath of volcanic eruptions that devastatedhal f of the i sl andds terr
former capital. Offsetting these (severe) difficulties are the underlying attractions of a beautiful Caribbean

environment, and the scientific interest and geothermal potential of the volcanoes that have proved so

destructive.

The graphic in Figure 1 illustrates the scale and progress of volcanic activity between 1995/97° which has

had a major impact on the island. There is no doubt it has been devastating and although two decades ago,

it is still very prominent in the lives of Montserratians. Prior to this in 1989, Montserrat and neighbouring

islands also suffered widespread damage from a Category 5 hurricane, Hurricane Hugo. Likewise,

Montserrat and neighbouring Caribbean islands have suffered from hurricanes of varying sizes in

subsequent years. Our view as objective advisers is that the devastating effects of the volcanic activity and
hurricanesar e al so wr it | arge across the islandébés marketing

2 European Development Fund (EDF), Medium Term Economic Policy (MTEP) 2017-2021 (Annex 1), 2016

3 The MVO has advised that the volcanic eruptions which began in 1995 are still on-going, greater access to Zone V and other areas close to the volcano
can only safely be accessed one year after the volcanic current activity is deemed to have ceased by MVO officials ,
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more optimistic view of Montserrat which draws on the volcano as a differentiator for the island especially in
the visitor economy.

Figure 1: Montserrat volcanic activity 1995/97

Farrell's Yard %

Dyer's %
June 25, 1997

e August 3-4, 1997
e September 21, 1897
0 Decemnber 26, 1997
s July 3, 1998

() Volcano dome

A Hill f Mountain

% Destroyed settliemant

Source: http://www.bbc.co.uk/schools/gcsebitesize/geography/natural_hazards/volcanoes_rev6.shtml

Montserrat has a population of approximately 5,000 people, and an economy that was severely dislocated by
the volcanic eruptions. Mont serrat s popul ation is | argel-§5pkople at ed i
per hectare (ha) in Davy Hill North and South, just south of Little Bay (as shown in the figure below).
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Figure 2: Montserrat population density (persons per ha)

Legend
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Davy Hill District boundaries
b Population density (persons
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Windward
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o1 [2o102017 wM Fenfermston oW N

Rev | Dse  Dramn Descrpton cned Appid

[ N e T p—T o Saslo stAT Taving No.

1:43,010

Source: GoM Statistics Department

The volcanic eruption led to a large proportion of the island being designated as an exclusion zone, the
majority of which (Zone V,see below) was damaged by the 1995/7 volcanic erruptions. Access to Zone V is
restricted and subject to control by the Montserrat Volcano Observatory (MVO) which monitors the volcanic
activity and advises on safety. As a result of the continued risk of future volcanic activity, Zone V cannot be
permenantly occupied and entry is only permitted with a police escort.
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Figure 3: Montserrat Hazard Level System Zones

Montserrat Hazard Level System Zones
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Hazard Level 0 1 2 3 4 5 Access Restrictions
Typlcul ACHV“YZ More than one | Mo surface Mo surface Mild surface Lava extrusion | Threat of large
year with no activity® for an activity that activity that that threatens pyroclastic
the the the north or flows to the
activity* period. north or west® | west” west. north or
Onlyvolcano- | Lowmeasured | Lowmeasured | Significant Largeunstable | north-west. 10
environmental activity® activity.? change of dome to the Threat of lateral Duyﬁme AFCESS i .
hazards.* measured northorwest. | blast or sector Access is permitted during daytime only. Access
activity." collapse. gates will be locked at all other times.
High measured
actwity.” Daytime Transit'®
Boats permitted to travel through the Maritime
Iones A i i i i
Zone without stopping during daytime only.
L Access fo Some Areas
G Areas will be defined depending on the state and
location of volcano-environmental hazards.
F
Controlled Access
v No access without approval from NDPRAC". Gates
will be locked at all times.
Maritime W
Iones
E
Severe Weather Changes
The Hazard Level or access restrictions may be Changes in the Hazard Level, access restrictions or
changed for severe weather such as unusually high the times of any Daytime Access, are announced on
rainfall, storms or hurricanes. ZJB, Radio Montserrat and by MVO.
Hazard Level System
Version 3
Notes 1 August 2014
1 The Hazard Level is not related to the Alert Level used prior to 1 August 2008.
2 The descriptions of typical activity are indicative only. The Hazard level will be set based on an assessment of the actual activity.
3 Measured activity refers to all the monitoring techniques used by MVC including seismic, ground deformation, gas measurements
and visual observations.
4 Volcano-environmental hazards are hazards that exist after lava extrusion and dome growth has stopped. They include lahars and
landslides.
5 Surface activity includes lava extrusion, dome growth and pyroclastic flows.
6 For example, a lava dome contained by the crater.
7 For instance, mild ash venting from vents located on the northern or western side of the crater with no measured activity that might
be a precursor to larger activity. m o
8 Any change in measured activity which may be a precursor to an eruption caused by a sudden rise of magma beneath the dome. This a
may or may not. be accompanied by surface activity such as explosions or dome growth. Wit Velitte Obdirviteir
9 A high level of measured activity which may be the precusrsor to an eruption caused by the steady rise of magma within the volcano.
This may, or may not, be accompanied by surface activity such as explosions or dome growth.
0 The times for Daytime Access are set by NDPRAC and publicised on ZJB and by MVO. ; -
1 Approval is co-ordinated by the Director, DMCA. Further information: www.mvo.ms

T
Source: http://www.mvo.ms/pub/Hazard_Level_System/HLS-20140801.pdf

A statistical overview of the island and its socio-economic characteristics is presented on the following
pages. All financial data are expressed in Eastern Caribbean dollars.

Currently, about one half of GDP is represented by a grant in aid from the UK government, though there is
an aspiration to reduce and eventually eliminate this subsidy over time. Substantially all goods consumed in
Montserrat are imported and import duties are a major source of government revenue.
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1.3 Demographic profile

Monserrat Baseline Socio-demographic Statistics

| Population |
Population 2011-2016 Population Annual Growth Rate %
Estimates

5,200
Year Male Female Total
5,100 2012 9.9% (4.2%) 2.6%
2013| 0.5% 2.8% 1.6%

5,000
2014 1.0% 0.0% 0.5%
4,900 2015 0.9% 3.2% 2.0%
2016 (0.2%)  (2.2%) (1.2%)

4,800
Growth Rate over 25% (0.1%) 1.1%

5-Year Period
4,700
4,600
2011 2012 2013 2014 2015 2016

The population of Monserrat in 2016 is estimated to be 5,045 people. This has grown from
4,775 in 2011 and over the 5 year period has grown on average by 1.13% per annum.

Female Male Total
Population Under 16 453 446 899
Population aged 16 to 64 1,631 1,722 3,353
Population aged 65 and over 365 428 793
Total 2,449 2,596 5,045
Population Pyramid 2016 Population 2016

80 plus ——

75t0 79 ———

70to 74

65 to 69

60 to 64

55to 59

50to 54

45to 49

40to 44

35to 39

30to 34

25t0 29

20to 24

15to0 19

10to 14 e N

5to9

Otod

m Underl6 ®m16to64 = 65and over

250 200 150 100 50 100 150 200 250

50 ]
® Male ®mFemale

Of a population of 5,045, 66% of this consisted of working age population between 16 and
64, with 18% of those aged under 16 and the remaining 16% aged 65 and over.
The median age band, those aged 45-49, is notably large.

Source: Statistics Department, Ministry of Finance and Economic Management (MoFEM),
MONTSERRAT
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1.4 Land-use availability

The terrain and topography of Montserrat do not readily provide development sites or land with potential for
development. A linear built form has emerged which extends along the main roads with small clusters of

dwellings and economic activity at various points with no clear vision to guidet he i s
utilisation. Little Bay and the GoM compound area have potential for more intensive utilisation than currently
exists and this could support the projects and sectors that have emerged as priorities in this study.
Presently, Montserrat has no natural locus for activity with dwellings and business premises demonstrating a

dispersed spatial pattern.

Figure 4: Montserrat residential density (dwellings per ha)
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Nort
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Olveston

Legend

Montserrat Enumeration
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Source: Montserrat Statistics Department and Mott MacDonald
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Figure 5: Montserrat business density (businesses

per ha)
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Dat a

from Mont s er kaads @and Sutvey Departhengfor 1Y shows that most of the land

on the island is privately owned, but the majority of land around Little Bay and Brades is owned by the state,
with some plots of land unclaimed (as shown below). Where the state has land in its ownership, for example

at Little
focused.
The GoMés Physical Devel

opment

Pl an for

B a ywe daliaVe tlisaisardétesminiB@ factor on where future growth should be

North

Mont serrtr

provided an overview of land utilisation on the island at the time. This document does not provide a policy
framework for future development that would enable the delivery of key proposals set out in this document,

such as for the port at
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Figure 6: Land ownership and unclaimed land, 2011

Source: GoM, Ministry of Agriculture, Land, Housing and the Environment.
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