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Tourism is Jamaica’s second largest source of foreign exchange, which is essential
considering the island’s growing dependence on imports. However, there is much debate over
the true impact of tourism on the Jamaican economy, given that much of the tourist dollar flows
back out of the country to purchase inputs for the sector. This paper will focus on food as one
such input, as food is the largest recurring expense for all hotels.

This paper posits that the lack of linkages between agriculture and tourism can be
attributed to a mismatch in scale and structure between the two industries. While the
hospitality sector is dominated by large, all-inclusive resort chains, the farm sector is disparate
and characterized by smallholders. This incongruity would exacerbate the access barriers that
smallholders already face in trying to supply the hotel market with food.

Previous studies have used the characteristics of hotels to explain their reliance on
imported food. Specifically, they have asserted that certain features of hotels such as foreign
ownership, employment of non-nationals and high-class clientele would cause such hotels to
purchase a higher proportion of imported food compared to other hotels. This paper extends
this analysis to explore the effect of other hotel characteristics, including hotel size, whether a
hotel is part of a chain, and whether a hotel is all-inclusive.

In analyzing the data acquired through several interviews, some of the findings
contradict the outcomes of older studies. While there are obvious differences between hotels
and smaller accommodations like bed and breakfasts or villas, there is little variation in the
proportion of imported food that could clearly be explained by different characteristics within
the category of hotels. Instead, what determine how much a hotel imports are the supply

constraints faced by certain agricultural subsectors, namely grains, livestock and fisheries.



Contrary to common perceptions, the hotels do buy locally-produced fruits and
vegetables, and almost exclusively so. The exceptions to this are during periods of low
availability such as after the occurrence of extreme weather events. More interestingly, the
hotels continue to purchase locally-produced fruits and vegetables despite citing several
obstacles such as severe price volatility, seasonal variability, and informality. However, fruits
and vegetables represent a small fraction of total food expenditure by hotels, thus
concentrating the leakage in the higher value items meat and seafood.

In addition to supply constraints in certain agricultural subsectors, dependence on
imported food is partly due to a decline in the importance of manufacturing, which is the
source of processed and canned foods that hotels also need. In Jamaica, a much smaller
proportion of agricultural production goes to intermediate demand to be processed into a final
product compared to the rest of the world.

From examining the current incentive structure, it is not likely that large, all-inclusive
hotels will cease to be the preferred type of hotel development by the government and other
actors in the sector, thus giving way to rise of other types of accommodations. On the contrary,
Jamaica is increasingly viewed as an all-inclusive destination. Thus, any efforts to improve the
linkages between tourism and agriculture will have to be geared towards the competitiveness

of agricultural producers in the weakest subsectors.



Tourism is arguably the most important industry in Jamaica. Directly, it is a source of
wages in the accommodations, transport, entertainment and restaurant industries?!, and,
indirectly, it should provide stimulus for demand in other sectors such as manufacturing and
agriculture. Unfortunately, because of Jamaica’s dependence on imports, much of the tourist
dollar is leaked to imports. In other words, much of the foreign exchange earnings flow back
out of the country to purchase inputs for the sector. The United Nations Development
Programme suggests that half of the tourism industry’s earnings is lost to leakage? while the
World Bank suggests an even higher 75 per cent flows back out of the country3.

Even though tourism is the second largest source of foreign exchange, at nearly US $2
billion per year*, a great deal of it is spent on imported food and manufactures. While
furnishings and building materials represent a major expense at the start of a development or
during a renovation, food purchases make up close to two-thirds of the typical hotel’s recurring
expenditure’ and approximately one-third of the typical tourist’s expenditure®.

Previous studies, such as those conducted by Francois Bélisle in the 1980s, attribute the
hospitality sector’s dependence on imported food to “variations in the availability, consistency

and quality of products [and] ... tourists’ preference for similar foods to those found in their

1 Momsen, Janet Henshall. 1998. "Caribbean Tourism and Agriculture: New Linkages in the Global Era." Chap. 6, In
Globalization and Neoliberalism: The Caribbean Context, edited by Thomas Klak, 115. Lanham, Maryland: Rowman and
Littlefield Publishers, page 20.

2 The Jamaica Human Development Report 2005. Kingston: Planning Institute of Jamaica/United Nations Development
Programme, 2005, page 18.

3 Momsen, page 21.

4Jamaica Tourist Board. Annual Travel Statistics 2009. Kingston, 2010.

5 Author’s fieldwork.

6 Belisle, Francois. 1983. "Tourism and Food Production in the Caribbean." Annals of Tourism Research 10 (4): 497, page
498.



own countries”’. Bélisle also blames foreign ownership of hotels and the employment of non-
nationals in decision-making positions related to menus and purchasing®.

This issue will remain relevant as long as Jamaica’s dependence of imports continues to
deepen. Apart from the island’s consistent Balance of Payments problem, leakage of tourism
income to food imports is also damaging to the agricultural sector, which has been steadily
declining over the last decades. Agriculture, as a sector, employs the second largest labor force
after distributive trade®, and it remains the major source of employment for the rural poor,
who are, on average, poorer than the urban poor.

This paper looks at the extent to which hotels in Jamaica support local agriculture, the
barriers they face in trying to buy locally produced food, and whether these barriers can be

attributed to the relative scales of the hospitality and agricultural sectors.

The Government of Jamaica has stated many times that it seeks to increase linkages
among economic sectors, most notably between tourism and agriculture. In July of 2000, the
Jamaica Tourist Board staged a forum under the theme “Local Food Production for the Tourism
Sector: Issues to be Resolved”10, It would seem that a decade later, those issues still had not
been resolved as the Government of Jamaica, in April 2010 launched a “special task force” with
the mandate of finding out how tourism could further drive business in other sectors, including

agriculturell.

7 Telfer, David ]. and Geoffrey Wall. 1996. "Linkages between Tourism and Food Production." Annals of Tourism Research
23 (3): 635-653, page 640.

8 Belisle (1983), page 503

9 Tufton, Christopher. 2010. "Budget Presentation 2010 - Ministry of Agriculture and Fisheries (Speech)."June 29, 2010.
10"Linking Tourism, Agriculture." 2000.Jamaica Gleaner, July 27, 2000. http://jamaica-

gleaner.com/gleaner/20000727 /News/News4.html

11 "Lee-Chin, Wehby Named to New Tourism Task Force." 2010. Jamaica Gleaner, April 27, 2010. http://jamaica-
gleaner.com/gleaner/20100427 /business/business1.html



From the perspective of hotels as rational, profit-maximizing buyers, increasing
linkages would require that local produce be competitive with overseas suppliers on cost and
quality. In the case of large hotels, a new criterion is added: the local producer must be able to
reliably supply its product in sufficient quantity. There is much to indicate that the local
agricultural producers of Jamaica often fail to meet these criteria, making them less attractive
to hotels. Even those producers that are cost competitive and produce items of sufficient
quality simply do not operate on the right scale.

The implication is, thus, a mismatch between the scales and structures of the
agricultural and the hotel sectors. Tourism in Jamaica is characterized by large projects, with
the mega-scale all-inclusive resort as its flagship product. Meanwhile, agriculture is typically
made up of smallholders and estates producing mostly cash crops for export.

From these facts, immediately two questions arise: can local agriculture produce
enough to supply the hotel sector, and is it in the economic interest of hoteliers to purchase
food from local producers? The focus here is on how much the hospitality sector supports the
local economy, as from the perspective of the farmers, it matters little who the buyer is so long

as there are buyers.

Jamaican tourism is best known for its Sun, Sand and Sea (SSS) product, while other
market segments such as nature, diving, adventure, health, golf and heritage-based tourism
remain comparatively small but growing.!?2 The all-inclusive product remains the flagship of

Jamaican tourism. It is tailored to the short stays of US-based visitors, Jamaica’s largest market,

12 Master Plan for Sustainable Tourism Development. Kingston: Ministry of Tourism, 2002, page 38.
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who enjoys having all their needs catered for within the resort.!® The all-inclusive concept is
also preferred by those who work in the travel trade because of higher commissions received
and is regarded as the solution to the country’s problems with security and harassment of
tourists in resort areas.!*

Having focused on the all-inclusive product, the tourism industry has neglected to
develop large hotels with European Plans (EP), where meals are not included and are billed
separately. The lack of large EP hotels has prevented Jamaica from gaining greater penetration
into the European market, which differs from the US market in that guests take longer
vacations and use a greater proportion of their visitor expenditure on tours and other
attractions outside of the hotel.15

Given the immense size of the Jamaican diaspora, another important travel motive for
guests is to Visit Friends and Relatives (VFR). The exact size of the VFR market is unknown
because many visitors travel on Jamaican passports and do not purchase accommodation, but
the government estimates that this market could represent up to 30 per cent of total visitors.1®

The accommodations sector consists of Hotels, Guest Houses, Villas, and Apartments.
For the purposes of this paper, I may further breakdown the Hotels category down into four

size categories according to number of rooms.

Size Number of
Category Rooms

1 >200

2 101 -200

3 51-100

4 <50

13 Ibid, page 50
14 Ibid, page 48
15 Master Plan, page 40, 37
16 Ibid, page 38



As seen in Figures 1 and 2 below, while category 1 hotels make up only 15 per cent of all
hotels, they hold 60 per cent of all hotel rooms. In 2009, there were 227 hotels registered by
the Jamaica Tourist Board, and of them 39 (73 per cent of the room count) were all-inclusive
resorts. Of these 39 all-inclusive resorts, 30 of them were either category 1 or 2, that is, they

had room counts exceeding 100 rooms.

Figure 1 - Hotel Units by Size Category Figure 2 - Number of Rooms by Size
Hotel Units by Size Number of Rooms by
Category (2009) Size Category (2009)

Cat. 4
57%

Source: Jamaica Tourist Board Annual Travel Statistics 2009

In 2009, Jamaica recorded over 1.8 million stopover arrivals!’, which are overnight
visitors rather than cruise ship passengers who do not spend the night. All-inclusive hotels
performed better with a room occupancy rate of 64.9 per cent compared to just 43.1 percent
for non-all-inclusive hotels.18 Larger hotels also had higher occupancy rates than smaller hotels

with category 1 hotels achieving 65.9 per cent compared to 27.8 per cent for category 4 hotels.

17 Annual travel statistics, page 10.
18 Ibid, page 27.
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However, due to the global slowdown, these occupancy rates compare lower than the previous
two years.

For 2009, gross visitor expenditure was estimated at US $1.98 billion with foreign
nationals spending on average US $113.98 per person per night.1° This generated J$45 billion
(or US$ 523 million)2? in value added, which is approximately 4.1 per cent of Gross Domestic

Product (GDP).

In the last agricultural census for Jamaica, the total land in farming was recorded at
325,810 hectares.?! With 139,570 registered farms, the mean farm holding is a small 2.3
hectares.?? The flattest, most arable farm land is used to grow sugar cane, the chief agricultural
export. Overall, the production of crops for domestic consumption is overshadowed by
production of cash crops for export. In 2009, Jamaica planted 154,524 hectares with crops but
reaped only 36,051 hectares (23 per cent) of crops for domestic consumption. For the same
year, agricultural production was estimated at 5.6 per cent of GDP, which marked a 12 per cent
increase over its contribution of 4.8 per cent in 200823,

With the exception of poultry production, dominated by two major producers, the
livestock subsector, according to the Jamaica Livestock Association, “is fragmented with little to

no vertical integration from primary production to marketing and distribution”24,

19 Annual travel statistics, page 28.

20 "Value Added by Industry at Current Prices, 2005 - 2009." Statistical Institute of Jamaica, accessed January 15, 2011,
http://statinja.gov.jm /GROSSVALUEADDEDBYINDUSTRYATCURRENTPRICES.aspx. Figures converted at today’s
exchange rate of 86 JAD to 1 USD.

21" Agricultural Census: Summary of Preliminary Findings." Statistical Institute of Jamaica, accessed January 30, 2011,
http://statinja.gov.jm/agricensus.aspx.

22" Agricultural Business Information System." Ministry of Agriculture and Fisheries, accessed January 12, 2011,
https://www.abisjamaica.com.jm/abis2009 /Default.asp.

23 Tufton (2010)

24 Jabico Investments Limited. The Current State of the Jamaican Cattle Sector: Jamaica Livestock Association, 2005.
http://www.jlaltd.com/documents/CattleReport.pdf.
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The Jamaican fishing industry is divided into reef fishing, near shore fishing and
offshore fishing. The most lucrative products are spiny lobster and conch, while on the land,

tilapia aquaculture has been a mainstay for many years.

Linkages between agriculture and tourism could run in both directions. However, this
paper will be examining the demand for agricultural goods stimulated by the tourism sector
rather than the agricultural sector attracting visitors for agro-tourism.

The backward linkages from tourism to agriculture may be direct or indirect. Direct
linkages refer to the demand for freshly produced fruits and vegetables, dairy, eggs and meat
that pass from farm to hotel without processing whereas indirect linkages refer to products
going to intermediate demand by the agro-processing industry and turned into finished
products, which are then purchased by the hotels.

Undoubtedly, the linkages from tourism to agriculture are mainly in the form of direct
linkages. As the manufacturing sector in Jamaica is small, it is estimated that only 39 per cent of
agricultural production goes to intermediate demand, and an even smaller proportion of that
would be purchased by the hospitality industry. This compares far below an average 74 per
cent of agricultural production absorbed by intermediate demand in other countries?>.

There is one formal program to improve the supply chain of food and beverages from
local producers to the hotel market — JAMPRO'’s Linkages Programme, which aims to “develop

a strategic relationship with hotel chains within the country”26.

25 Trejos, Rafael et al. More than Food on the Table: Agriculture's True Contribution to the Economy: Inter-American
Institute for Cooperation on Agriculture, 2004.
http://www.fanrpan.org/documents/d00766/Food_Crisis_Report_Jan2004.pdf page xiv.

26" Agro-Processing/Agri-Business Incentives." Jamaica Promotions Corporation, accessed February 11,2011,
http://www.jamaicatradeandinvest.org/index.php?action=investment&id=2&oppage=4&optyp=mm.
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METHODOLOGY
In determining the significance of the demand for food and beverages coming from the

hospitality sector, | examine the aggregate consumption by tourists at JAD $39.5 billion, which
represents 15.2 per cent of the food and beverage of the total population at JAD $260 billion?7.
Most of the tourist expenditure on food is spent within the hotel (as shown by Table 2 below).
Based on the relative sizes of the tourist population (in resident equivalent), [ find that tourists
spend on average 19 times more on food and beverages than locals do?8.

Table 2 - Distribution of Tourist Expenditure 2008

USD $ per person/night % Total

Room 44.17 37.0
Food & Beverage (in accommodation) 24.29 20.3
Food & Beverage (outside accommodation) 8.48 7.1
Transportation 12.46 10.4
In-Bond Shopping 2.77 2.3
Clothing 2.46 2.1
Other Shopping 6.38 5.3
Miscellaneous Expenses (+Tax) 11.40 9.5
TOTAL 119.47 100.0

Source: Measurement of Visitor Expenditure 2008 Survey Report. Kingston: Jamaica Tourist Board, 2009.

In measuring the value of this expenditure to the Jamaican economy, one would need to
know how much of this expenditure remains in the island. However, there is no agency in

Jamaica or elsewhere that keeps track of how much the hospitality sector imports. The

27 Total food and beverage consumption was aggregated from 2008 per capita consumption reported by the Planning
Institute in its “Jamaica Survey of Living Conditions 2009” while tourist food and beverage consumption based on the
total visitor expenditure and the proportion they spend on food and beverages as reported by the Jamaica Tourist Board
in its “Measurement of Visitor Expenditure in Jamaica 2008”.

28 The tourist population in resident equivalent was calculated by the taking the number of bed nights sold as reported by
the Jamaica Tourist Board Annual Travel Statistics 2009 and dividing by 365 to arrive at a tourist population of
approximately 21,339 individuals on a given day, which amounts to 0.78 percent of the total Jamaican population.
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Statistical Institute of Jamaica collects information on imports organized by S.I.T.C section,
including information on food imports but not according to who purchases it. Not even
individual hotels themselves track their own expenditures in a way that would allow them to
distinguish between imports and locally produced food items. This was one reason, in addition
to time and resource constraints, for using qualitative interviews rather than a survey.

A total of 14 interviews were conducted across both the supply and demand ends of the
market, including hotel purchasing managers, food and beverage distributors and agricultural
traders. Together the interviewed hotels represented a little over 25 per cent of the total hotel
room count on the island. The sample regions were Montego Bay, Ocho Rios and Kingston -
two major leisure destinations and a business destination respectively, and these resort areas
together host more than 68 per cent of all hotel rooms on the island.

Being that the focus of this paper is on hotels as defined by the Ministry of Tourism,
other types of accommodations such as villas, guesthouses and bed & breakfasts were not
included in the interviews. This is because an overwhelming majority of tourists stay in hotels
compared to other types of accommodation. According to the Jamaica Tourist Board exit
surveys, 74 per cent of tourists in 2006 and 90 per cent in 2007 indicated that they stayed in
hotels while just 3 per cent and 8 per cent in 2006 and 2007 respectively indicated that they
stayed in villas, guesthouses or apartments?°.

The objectives of the interviews were to document any trends in hotel purchasing
patterns, determine if these trends can be attributed to certain hotel characteristics, and collect
any anecdotal information about the relationship between the hospitality sector and

agricultural suppliers.

29Visitor Opinion Survey Part 1, 2007. Kingston: Jamaica Tourist Board, 2008.
http://jtbonline.org/statistics/Surveypercent20Reports/Visitorpercent200pinionpercent20Surveypercent20reportperc
ent20partpercent201percent202007.pdf
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I aimed specifically to explore differences in hotel purchasing according to hotel size,
and to a lesser degree, hotel type i.e. all-inclusive, boutique or business. I expected to find that
large hotels would engage distributors for a more significant proportion of their food supply,
implying a higher proportion of their food supply comprised of imported goods. I also expected
all-inclusive hotels to engage distributors more than their boutique and business hotel
counterparts as most all-inclusive hotels are part of hotel groups and, therefore, more likely to
have centralized purchasing. All-inclusive hotels also tend to be large hotels because of cost
constraints. Both of these expectations are based on existing literature on the relationship
between hotels and agriculture, including work done by Francois Bélisle and Rebecca Torres.
To a lesser degree, these assumptions are also based on literature related to the rise of
supermarkets and logistic centers and how they hurt or help local agriculture, including works
by Thomas Reardon et al. This literature is discussed in greater detail in the Data and Analysis

section.

Hotels generally buy locally produced food items whenever they are available at a
reasonable price and meet their quality standards. For some hotels, this is a deliberate attempt
to support local producers. For others, it is purely an exercise of maximizing benefits for the
lowest price, and when this leads to local producers, hotels will purchase from them. In none of
the interviews conducted did there appear any bias against local food producers.

All of the hotels, regardless of size or amenities, cater to inland tourists and Jamaicans
visiting from abroad, in addition to foreigners, and thus offer Jamaican options in their
restaurants. They also offer Jamaican cuisine to meet the demands of foreigners seeking to

sample the local food. Irrespective of the motive, the fact that hotels regularly offer local cuisine

15



means that they also demand certain ingredients, which may be non-tradable, such as yams
and other roots and tubers or “ground provisions”. They may also offer items that are famously
Jamaican such as ackee, which is the main ingredient to the Jamaican national dish Ackee and
Saltfish. These foods are always purchased from local producers.

For certain foods, namely fruits and vegetables like tomatoes, there is a stated
preference for locally produced items. One purchasing manager commented that “Jamaican
tomatoes are more flavorful and superior quality”. For some foods, Jamaica has a clear
comparative advantage such as allspice, known locally as “pimento”, which hotels will always

purchase locally.

Food and beverages are, by far, the largest recurring expense for hotels. Typically, food
makes up about 60 per cent of hotels’ regular purchases and beverages make up between 15
and 20 percent of regular purchases. Of food purchases, meat is the largest expense, which is
made up largely of beef and pork. The next largest food expense is seafood and fish, which is
centered around fish fillets and shellfish. The third major expense, representing a similar
proportion to seafood and fish, is fruits and vegetables. The breakdown is illustrated below in

Figure 3.

16



Figure 3 - Breakdown of Food Purchases

Breakdown of Food Purchases

Sauces & Flavoring

Oils/Shortening 3%\

2%

Conserves
2% egge )
2%
Flour & Pastry ___—
Products  Cold Cuts
4% 3%
Dairy
9%

Fruits & Vegetables
19%

Source: Purchasing Department, Iberostar Hotels & Resorts, Jamaica30

HOW THEY BUY IT

The process of selecting suppliers is mixed between on-going relationships and the use
of bidding sheets. Typically, hotels use bidding sheets for groceries3! but cultivate relationships
with the same traders or farmers for their fruits and vegetables.

There is some difference according to hotel size and type as to the extent that contracts
are used. The smaller or newer hotels will often buy items on 7 or 14 days credit, and for them,
favorability of credit terms is a significant deciding factor in which suppliers to use. In this

respect, local suppliers are preferred because they offer more flexible credit terms.

30 This chart represents the breakdown of food expenditure for Iberostar in Jamaica, but similar expenditure patterns
across the industry were confirmed throughout the interview process.

31 The term “groceries” or “grocery items”, going forward, will refer to non-perishable food items, including inter alia
canned foods, packaged grains, and frozen foods.
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Contracts, typically 3 to 6 months, are used for grocery items, and increasingly, meats.
The largest hotel in the sample (more than 900 rooms) will, at times, sign year-long contracts
for some food items whereas the smallest boutique hotel in the sample (33 rooms) will often
walk through the local market and compare prices. In general, hotels find it more difficult to
buy fruits and vegetables on contract. The larger hotels will attempt to buy on contracts up to 2
months long, but the standard across the industry is to buy produce on a week-to-week basis.
Respondents expressed a general desire to utilize more contracts or to lengthen supply

contracts.

All the hotels purchase their fresh fruits and vegetables from local producers, either
directly or through traders and middlemen. They only purchase imports for special items that
Jamaica cannot produce, or in the absence of local availability, which may occur for reasons
related to seasonality or extreme weather events like floods or heavy rains. One particular
trader is the primary supplier of fruits and vegetables to the Sandals Group (the biggest all-
inclusive hotel chain in Jamaica). He acquires his produce directly from local producers in the
farming communities of Jamaica, but on rare occasions when produce is scarce, such as after a
drought, he imports from the United States to meet the demand of his clients. He is able to do

this with both cold and dry storage units.

Despite being a tropical island surrounded by coral reefs, the supply of seafood and fish
to the hospitality sector is monopolized by Rainforest Seafoods, a locally-based seafood
wholesaler that specializes in imported frozen and fresh fish and seafood. This now includes

the importation of tilapia, which had been banned from April to November of 2010 in an effort
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to protect the local tilapia farming industry.3? For lobster, however, hotels stated that they

purchased mostly from local fishermen.

Every participant declared that they purchased most, if not all, of their poultry from
Best Dressed Chicken, a subsidiary of the Jamaica Broilers Group, which is a publicly traded
company that is family managed. It is entirely vertically integrated from feed milling to
distribution, but its field operations are modeled around more than 180 contract farms run by
local small farmers. Chicken is, thus, one product for which the local producers get a lot of
support from the tourism sector. Most of the hotels also named Arosa Limited as their primary
pork supplier, which is based in St. Ann, Jamaica and utilizes local inputs for its meat
processing. For beef, lamb and other meats, all hotels purchased imports through distributors;

this is discussed in greater detail later on the section on Why the Hotels Buy Imported Food.

Because Jamaica does not produce any grains, and the manufacturing sector is
declining, the purchase of grocery items is always done through distributors, but these
distributors sell a variety of other food items as well.

The food supply for the hospitality sector is dominated by the Caribbean Producers
Jamaica Limited (CP]J) and, to a lesser degree, GraceKennedy. While GraceKennedy also
distributes the brands of its principles, it distributes its own brands, which consist of foods that
it processes itself. Even though GraceKennedy is very much rooted in Jamaica, a large majority
of its inputs are bought from overseas and then processed to be sold in Jamaica and elsewhere.

CP]J, on the other hand, primarily imports finished grocery items from overseas even

though it does distribute for local producers. For example, it is the sole distributor for

32 Collinder, Avia. 2010. "Fish Import Ban Lifted in Jamaica." Jamaica Gleaner, November 3, 2010. http://jamaica-
gleaner.com/gleaner/20101103/business/business1.html
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Caribbean Egg Processors, a pasteurized liquid egg processing facility, which it is jointly owns
with the Jamaica Egg Farmers Association. From its 1994 inception, CP] was designed to cater
to the needs of the hospitality industry,33 and one estimate from CPJ put their market
penetration at approximately 60 per cent of all the food that the entire hospitality industry
consumes. It is also the biggest supplier of beef to the hotels, which is almost entirely
imported34.

Hotels also named other distributors, such as T Geddes Grant Distributors Limited and
the now defunct National Meats and Food Distributors Limited, which many hotels declared
left a large gap in the market, especially for meat.

Because distributors import items in very high volume, it is more difficult for them to
engage smaller actors such as villas and guesthouses. Even though these smaller
accommodations are not the focus of this paper, it is reasonable to assume that they purchase
more locally produced foods because they are more likely to buy from markets and
wholesalers. This may be different for accommodations located in the Montego Bay area since
the opening of CPJ’s Market, which is a retail operation that makes the same bulk items that big

hotels buy available for purchase in smaller quantities without any prior order or contract.

The hotels buy imported food for four categories of reasons: demand-side, supply-side,

marketing, and structural arrangements.

On the demand side, a reason for high volumes of imports would be the taste of the

foreign guest for familiar food. The hotels, in order to be competitive and provide a satisfactory

33 "Caribbean Producers Jamaica Ltd - Corporate Profile." , accessed January 12, 2011,
http://www.caribbeanproducers.com/about/profile.
3 Reported during interview.
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visitor experience, must offer a varied, international menu. According to Cohen and Avieli in
“Food and Tourism: Attraction and Impediment”, the common presentation of foreign cuisine is
as an attraction to tourists when, in fact, many tourists are wary of exotic or unknown foods. It
stems from the notion that vacation is quality time during a short, expensive trip, and illness
caused by food could potentially ruin the entire tourist experience3®. Thus, “local food becomes
acceptable only if it is to some extent transformed” to make it more attractive or familiar3®. This
fact, therefore, limits hotels’ abilities to cater for their guests with purely local foods insofar as

these foods are exotic or foreign.

Interview results reveal that quality of local agricultural produce is much less of an
issue than is suggested by older literature. Hotel purchasing managers, overall, prefer the
quality and flavor of Jamaican-grown fruits and vegetables to imported substitutes. The same
cannot be said, however, for meat products, specifically beef. All hotel purchasing managers
complained that the local beef available did not meet their quality standards, and there was a
strong preference for imported beef. In fact, one Kingston business hotel served only USDA
“Certified Angus Beef”, which can only be acquired through imports.

It is not clear from any of the data available what the underlying causes of the low beef
quality are. In his “Tourism and Food Imports: the Case of Jamaica”, Bélisle contends that the
beef quality is hampered because “Jamaican cattle are grass-fed, as opposed to corn-fed, and

the meat is rarely well aged at proper temperatures. Moreover, meat cuts are not identical to

35 Cohen, Erik and Nir Avieli. 2004. "Food in Tourism: Attraction and Impediment." Annals of Tourism Research 31 (4):
755-778, page 761.
36]bid, page 756.
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those of North America.”” Additionally, the decline of the sector can be explained by many of
the same factors causing decline in crop sectors, including capital constraints, lack of newer
technology, competition from foreign producers receiving subsidies from their home
government, and vulnerability to extreme weather events. In the chart below, the steady
decline in beef production is clearly visible. Despite an 86 per cent tariff on imported beef cuts,

total production in 2008 was only one-third of the 1992 peak of 18 thousand metric tons38.
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Apart from the demand for the hospitality sector, there is little incentive for major
investments in beef production because of the small role beef plays in the traditional Jamaican
diet. Like the rest of the Caribbean, Jamaican consumption of beef is extremely low compared
to consumption of poultry. According to the largest poultry producer on the island, “poultry

comprises 86% of the region’s meat consumption compared to 40 - 60% for most

37 Belisle, Francois J. 1984. "Tourism and Food Imports: The Case of Jamaica." Economic Development and Cultural Change
32 (4): 819. http://www.jstor.org/pss/1153668, page 826.
38 Jabico Investments Limited (2005).
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industrialized countries”3°. The importance of poultry to the Jamaican diet explains, in part, the
success of poultry producers compared to other livestock producers.

Fish and seafood, at approximately one-fifth of hotel food expenditure, is another
division where the quantity supplied is insufficient to meet the demands of the sector. As seen
in the chart below, even though the gap between domestic production and imports appears to
be narrowing, more than half of total fish consumption is met by imports.

Figure 5 - Jamaica Total Fish Consumption by Source
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Source: Ministry of Agriculture and Fisheries40

There are two major causes for this unexpected paradox. First, the fishing industry,
broken down into industrial and artisanal fishing, is dominated by small, wooden or fiberglass

canoe-type fishing vessels. The communities where fishing is a major livelihood are located in

39"Caribbean Poultry Association - Caribbean Poultry Industry at a Glance.", accessed February 11, 2011,
http://www.jamaicabroilersgroup.com/jabroilers.dti?section=news&page=newsfront&cat_id=33.

40Source and Consumption of Fish in Jamaica, 2001-2007, 2008.
http://www.moa.gov.jm/Fisheries/data/Source%20and%20consumption%200f%20fish%20in%20Jamaica.pdf
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rural areas and demonstrate high rates of poverty*l. In the year 2000, only 19 of the 3119
licensed fishing vessels (less than 1 per cent of the total) were classified as “steel-hull”
industrial vessels, and they were all licensed to fish exclusively lobster or conch#2, Thus, the
commercial fishing capacity on the island is very limited. While this creates market access for
poor rural fishers, it precludes the sector from being able to adequately supply supermarkets,
restaurants and hotels with the seafood their customers demand.

The second reason, which is in some ways related, is the environmental reality of
severely depleted of fish stocks in the near-shore and reef fisheries. This has led to very
stringent fisheries regulation, including access limitations#3, which help to explain the
composition of fishing vessels. Thus, it is not clear whether any kind of public or private
investment would be able transform the “craft” of fishing, as one respondent termed it, into a

bigger, more efficient industry, given the resource constraints of the natural environment.

While Jamaican aquaculture does not suffer from the same constraints as marine
fisheries and is able to supply a great majority of local tilapia consumption, the tilapia supplied
to the hotels is entirely imported. In 2008, the farm-raised tilapia industry produced 5,800
metric tons of tilapia*4, but every year about 250 metric tons is imported to supply hotels and

fast-food restaurant chains*. The problem lies in the hotels’ preference for tilapia fillet over

41 Draft Fisheries Policy: Ministry of Agriculture and Lands, Fisheries Division, 2008.
http://www.moa.gov.jm/files/DRAFTpercent20FISHERIESpercent20POLICYpercent202008.pdf, page 1.

42 CFRAMP. CARICOM FisheryReport no. 4 - Jamaica National Marine Fisheries Atlas. Belize City, Belize: CARICOM Fisheries
Unit, 2000. http://www.moa.gov.jm/files/Jam_NMFA.pdf, page 18.

43 Draft Fisheries Policy, page 3

44 "FishStat Plus Database.” Food and Agricultural Organisation of the United Nations, accessed February 9, 2011,
http://www.fao.org/fishery/statistics/software/fishstat/en.

45 Collinder (November 2010).
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whole fish, which the local industry produces at more than double the price of frozen tilapia
fillet from China“.

In April of 2010, the Jamaican government, citing phytosanitary standards, exercised its
rights under the World Trade Organisation to ban imported fish originating from South East
Asia. The ban was lifted just seven months later after a lobbying effort on the part of the
hospitality industry who stated they were “not prepared to buy tilapia fillet at the price set by
local producers and as such, had demanded that the cheaper fillet imports from China be
reinstated”#’. In explaining the vast difference in price between Jamaican fresh tilapia fillet and
Chinese frozen fillet, the Ministry of Agriculture and Fisheries cited land space, electricity costs
and security problems (due to high incidence of praedial larceny) as reasons for higher

production costs*8.

Even though Jamaica is a tropical climate with little climatic variation throughout the
year, seasonality plays an important part in crop availability and price volatility. All of the
respondents stated that they bought locally produced fruits and vegetables whenever it was
available but that there were two factors contributing to seasonal variability in the produce.
The first factor is extreme weather events such as floods or storms, common during the
Atlantic Hurricane Season, which can wipe out entire crops and lead to long recovery times.
The second factor, as stated by many purchasing managers, is a lack of coordination leading
farmers to all plant around the same time, resulting in a glut of agricultural products during

some parts of the year and scarcity during other parts. These fluctuations in product

46 [bid.

47 Collinder (November 2010).

48 Collinder, Avia. 2010. " Fish Supplies Behind Demand - but Processors Not Motivated to Invest." Jamaica Gleaner, July
11, 2010.
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availability would lead to wild fluctuations in prices, which would prohibit the hotels from
having very long planning horizons and make contracts virtually impossible.

From examining the agricultural production data, there are some fluctuations visible;
for some crops, the variations are subtle while for others, strong seasonal patterns emerge.
Interestingly, the availability of most crops peak in the second quarter and decline thereafter,
including lettuce, tomato, carrots, cantaloupe and pineapple*, which are among the products
most consumed by hotels. The prices follow a similar pattern—when output is low, the prices
are high, and when output is high, the prices are low.

Determining whether the variation in product availability is really due to coordination
problems among the farming community, as is perceived by the hospitality sector, or to natural
growing cycles of some crops is beyond the scope of this paper. However, it might be worth
pointing out that agricultural production peaking in the summer would be consistent with
growing cycles in the northern hemisphere.

What may be a contributor to fluctuations in pricing and availability is the seasonality of
hotel occupancy rates, which would generate seasonally varied demand for fresh fruits and
vegetables. In Figure 6 below, the columns represent the monthly number of stopover arrivals
for 2008 and 2009, and the lines represent quarterly price points for a basket of agricultural
produce for domestic consumption, including fruits, vegetables, legumes, and certain ground
provisions. The basket is a crude estimate using quarterly pricing data for 1 kg each of several
items. A better measure would be a basket weighted according to hotel consumption of each
item and based on monthly disaggregated prices, but [ may be able to draw some conclusions
nonetheless. The data suggest that the agricultural prices climb during the third and fourth

quarters, when tourism arrivals begin to slow down. This would imply that the agricultural

49 All-Island Estimates of Crop Production by Quarter 2009. Kingston: Ministry of Agriculture and Fisheries, 2010.
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prices are not significantly driven by demand from the hospitality sector. This is not too
surprising, considering that tourists, in resident equivalent, represent only 15.2 per cent of
total food consumption on the island>® — a sizeable proportion to come from tourism but not

large enough to dictate prices in the entire market.

Figure 6 - Seasonality of Tourist Arrivals and Crop Prices

Stopover Arrivals and Farmgate Prices by Month
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Low Production of Non-Perishable Foods
Grocery items are a source of leakage due to relatively low domestic production.

Jamaica produces virtually no cereals and is very reliant on imports for domestic consumption.

50 Author’s calculations.

51 Farmgate Prices - all Island Estimates of Farmgate Prices by Quarter 2008. Kingston: Ministry of Agriculture and
Fisheries, 2009.

52 Farmgate Prices - all Island Estimates of Farmgate Prices by Quarter 2009. Kingston: Ministry of Agriculture and
Fisheries, 2010.
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While not having the climate for wheat, Jamaica can and does grow some varieties of rice and
maize but in small quantities. Thus, any consumption of cereals by the hospitality sector, most
likely in the forms of rice and flours, will be supplied by imports.

The local food processing industry is also relatively small. This is due to a general
decline of the manufacturing sector, both as a proportion of GDP and in real terms. Over the
last decade, the manufacturing sector has recorded negative growth every year except 2007,
when it grew at a mere 0.2 per cent®3. Accordingly, many of the multinational food companies
that operate in Jamaica, such as Nestlé, have scaled back manufacturing operations and shifted
more towards distribution of imported finished products. Also, as previously mentioned, the
Jamaican-owned food companies that sell canned and packaged foods under Jamaican brands
source the vast majority of raw materials overseas. In some instances, the finished product is
imported from their overseas operations. Under these circumstances, the hospitality cannot

help but purchase imported foods; supermarket patrons also face the same dilemma.

Another obstacle to increased linkages between the agriculture and tourism sectors, as
expressed by hotel respondents, is the informality that still prevails among farmers and
traders. This encompasses lack of experience with contracts, inadequate storage and delivery
procedures, and a general lack of professionalism.

Based on the limitations [ have been finding in the agricultural sector, I expected to find
that agricultural co-operatives had a small presence. Surprisingly, there were more than 50
registered co-operatives, which is significant compared to the size of the island. Thus, the

problem appears to lie with the effectiveness of the co-operatives. In 2010, only 27 of

53 "Rate of Growth of Gross Domestic Product Value Added by Industry at Constant (2003) Prices, 1998 - 2007
(Percentage)." Bank of Jamaica, accessed February 9, 2011, http://boj.org.jm/economic_data.php?report id=92.
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registered agricultural co-operatives were regarded as active, and most of them were coffee
growing co-operatives*. Moreover, one hotel respondent remarked that “the co-operatives
were little more than glorified middle men”, and that “everyone tries to avoid working through
them—the buyers and the sellers”. From this information, it does not appear that the
agricultural co-operatives are adequate in their marketing functions, nor are they helping to

promote linkages between agriculture and tourism.

The relative sizes of the two industries bar greater linkages between them. Most of the
guests arriving go to stay at large hotels that buy their food supplies in bulk, while the farming
situation, if anything, appears to be moving away from large estate farming.

The hotel sector benefits from higher relative rates of assistance compared to the
agricultural sector with more tax exemptions (as seen in Table 1), and the recent addition of
new subsidies under the Tourism Industry Refurbishing Programme (TIRP)>5. However, within
the industry, the legislative framework incentivizes larger hotel developments compared to
smaller developments. For example, the Hotel (Incentives) Act gives a tax holiday of up to 10

years for new hotels, but hotels with at least 350 rooms qualify for a 15-year holiday?>®.

54 Data supplied by the Department of Co-operativces and Friendly Societies.

55 Rose, Dionne. 2010. "New Tax Subsidies for Hotels." Jamaica Gleaner, July 30, 2010. http://jamaica-
gleaner.com/gleaner/20100730/business/business93.html

56 "Tourism Incentives." Jamaica Promotions Corporation, accessed February 11, 2011,
http://www.jamaicatradeandinvest.org/index.php?action=investment&id=6&oppage=1&optyp=mm.
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Table 3 - A Comparison of Tax Incentives for the Hospitality and Agricultural Sectors

. Corporate General_ Dividend Payroll
Holiday Income Consumption Duty Losses
Taxes Taxes
Tax Tax
The Hotel 10-15
(Incentives) years - Exempt Exempt Exempt 6 years Partial
Act renewable
The Resort
Cottages
(Incentives) 7 years - - - Exempt 6 years -
Act
Approved
Farmer - Exempt - Exempt Exempt Indefinite -
Status

Source: Rider, Mark. Corporate Income Tax and Tax Incentives - Jamaica Tax Reform Study 2003-2004: Georgia State
University, 2004.

Additionally, the government signed into law in 2010 a bill allowing casino gambling
but only for approved “integrated resort developments [that], when completed, will be
comprised of one or more hotels providing in the aggregate at least two thousand associated
hotel rooms”>7. So, while the government continues to incentivize mega-scale tourism
developments, it has not implemented any incentives that favor large commercial farming that

would be needed to meet the demands of the growing tourism sector.

Infrastructure
The resort developments are concentrated along the northern coast of the island while,

as shown by the yellow shading in Map 1, most of the farming takes places in the southern

interior.

57 The Casino Gaming Act. 2010.11-2010 (May 6, 2010).
http://www.japarliament.gov.jm/attachments/341_The%20Casino%20Gaming%20Act,%202010%20pt1.pdf
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Map 1 - General Land Use in Jamaica
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Source: Rural Physical Planning Division, Ministry of Agriculture & Fisheries58

However, the government has been focusing on coastal highways, particularly the
Northern Coastal Highway, connecting towns along the north coast, as well as the main
roadway been Kingston and the north coast. Meanwhile, the road network connecting the
southwest part of the island to the north coast is very poor, and in some parts difficult to
traverse. This most likely represents a prioritization for the most travelled routes rather than
an intentional neglect of the agricultural areas, but the poor rural road network does make it
more difficult for farmers to get their produce to buyers. Interestingly, the major resorts areas
are in very close proximity to shipping ports, making it relatively easy for distributors to get

their products to their clients.

58General Land use Map of Jamaica Rural Physical Planning Division, Ministry of Agriculture and Fisheries.
http://www.rppdjm.com/gen-lu-83.jpg
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The older literature, especially that of Francois Bélisle, suggests that the ownership of
hotels makes a difference in whether the hotels purchase more or less locally produced food.
That is foreign-owned hotels would purchase more imported foods than locally-owned hotels.
One reason could be that foreign-owned hotels tend to employ more foreigners in managerial
positions, which would include posts that make decisions regarding the food supply for the
hotel, for example, chefs, purchasing managers, and financial controllers®°. According to a study
by the Economic Commission for Latin America and the Caribbean (ECLAC), foreign-owned
hotels import their food and beverage partly because of “the focus of their chefs on
international cuisine and the reluctance of their purchasing managers to deal directly with local
farmers.” Instead, they claim, “preference has been to secure their supplies through agents or
middlemen who more often than not would source supplies through imports.”60

Based on the interview results, however, it is fair to say that these statements are not
entirely accurate. While the chefs do focus on international cuisine, though not solely, the
purchasing managers deal with both local farmers and distributors, depending on the product
they are buying. The interview results did not reveal any systematic difference between
foreign-owned hotels or locally-owned hotels in this respect. There is some truth in the
statement regarding foreign hotels’ employment of expatriates in managerial positions, but this
is different depending on the nationality of ownership. The American hotel brand typically
hired mostly local staff, including managers, but these hotels are usually franchise hotels or

hotels where the foreigner aspect of the ownership is through management contract. This

59 Belisle (1983) 506

60 Studies and Perspectives, The Caribbean. Caribbean Tourism and Agriculture: Linking to Enhance Development and
Competitiveness: Economic Commission of Latin America and the Caribbean, 2007. http://www.eclac.org/cgi-
bin/getProd.asp?xml=/publicaciones/xml/2/28172/P28172.xml&xsl=/portofspain/tpl-i/p9f.xsl&base=/tpl-i/top-
bottom.xslt, page 22.
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compares to the Spanish-owned hotels, which are all wholly-owned by the overseas Spanish
chains, and these hotels tended to employ more foreign nationals in decision-making positions.
However, as mentioned before, there was no systematic difference in their purchasing behavior
compared to franchise hotels or fully local hotels. This difference compared with earlier studies
may be attributed to the success of public awareness campaigns on the part of the government
or a changing demographic of the hotel sector, which at the time of Belisle’s study had only 82

registered hotels compared with today’s 22761,

All-inclusive hotels tended to be very large hotels as economies of scale are required to
make the all-inclusive model profitable. In their food service operations, non-all-inclusive
hotels tended to have a la carte restaurants while all-inclusive hotels tended to have all-you-
can-eat buffet style dining. As mentioned previously, the larger hotels had a wider usage of
purchasing contracts, and for this reason, there was a difference in the extent to which they
engaged distributors. However, as the origins of most grocery items are foreign (regardless of
whether purchased through distributors or not), it is not clear that these larger hotels
purchased a higher proportion of imported foods. They likely waste a higher proportion of
their food, as one respondent commented that the “buffet line at the end of dinner must look

the same as it did at the start of dinner”. However, wastage is not the focus of this paper.

The ECLAC study suggests that international resort chains would import more food in

order to maintain the same standard throughout the chain, and consequently, across country

o1 Belisle, Francois. 1984. "The Significance and Structure of Hotel Food Supply in Jamaica." Caribbean Geography 1 (4):
219-233.
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borders®2. The study also comments on the difficulty in increasing linkages from mass tourism
with their “requirement for bulk supplies of low priced goods, which are more conveniently
sourced through imports.”®3 This goes along with centralization of purchasing.

We may borrow some inferences from the literature on the rise of supermarkets,
particularly Reardon et al, that states that as the supermarket chain grows, “there is a tendency
to shift from a per-store procurement system, to a distribution center serving several stores in
a given zone”.* This can be seen happening in the resort chains as well, with all of them either
already centralized or moving towards centralized purchasing. The least extreme example
would be the signing of supply contracts for the whole group, such as in the case of Colombian
hotel chain Royal Decameron, while the Sandals Group represents a much more integrated
approach with its own stocked warehouse from which the various hotels get their non-
perishable foods. The prevalence of centralized procurement among chain hotels enables more

bulk orders that only large distributors would be able to fulfill.

In “Tourism and Food Imports: The Case of Jamaica”, Bélisle hypothesizes and accepts,
through his x? analysis, that whether a hotel is considered high or low class, (for which he uses
room cost as a proxy), makes a significant difference in the proportion of their food that is local.
He noted that “over half the hotels using 70 per cent or more [local food] are low-class hotels”,
and he explains this result based on the willingness of high-end hotel clients to spend more

money on a high variety of better quality food®. In her study on hotels in Canctin, Mexico,

62 Studies and Perspectives, page 22.

63 Studies and Perspectives, page 25.

&4 Reardon, T., C.P. Timmer, C. Barrett and ]. Berdegué. 2003. “The Rise of Supermarkets in Africa, Asia, and Latin
America.” American Journal of Agricultural Economics 85 (5), page 1144.

65 Belisle (1984), page 831-832
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Rebecca Torres also finds that the proportion of imports used in food production is
systematically higher in high-end hotels compared to lower-end hotels®®.

This observation was not borne out in the interviews conducted for this paper, but that
may be due to the structure of the interview or the sample of hotels selected, which did not
provide a broad enough spectrum of hotel “class”. Also, this difference may not be readily
noticeable in the proportion of quantities imported versus local but, instead, in the relative
values of food purchased. For example, two hotels could import the same quantity of beef, but
the higher-class hotel could purchase more expensive cuts of beef, which would represent a

bigger source of foreign exchange leakage.

After analyzing the results of the interviews conducted across the hospitality sector, it
appears as though hotel characteristics such as foreign ownership or all-inclusive plans are not
very important in determining how much imported food hotels purchase. While some
differences may be attributed to hotel class, whether a hotel purchases an imported substitute
instead of a local product depends more on the supply constraints of that particular product.
The results show that there is great variation across subsectors of agriculture, with production
of poultry, pork, fruits and vegetables adequately meeting the demands of the hotels while
production of beef, seafood and grains present the biggest challenges. The size of the domestic
agro-processing sector also contributes to significant leakage of the tourist dollar.

While there is little variation that can be attributed to hotel size, it would appear that
leakage is a bigger problem for hotels compared to other types of accommodations. However, a
shift away from hotels would not be a feasible nor desirable policy as hotels, on aggregate,

perform better than other types of accommodations. Moreover, Jamaica is increasingly viewed

66 Torres, Rebecca. 2003. "Linkages between Tourism and Agriculture in Mexico." Annals of Tourism Research 30 (3): 546.
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as an all-inclusive destination as demonstrated by the adoption of the all-inclusive model by
hotel brands that are not typically all-inclusive, including Holiday Inn and Hilton, the latter
currently in the process of converting from EP to all-inclusive.

Within the category of hotels, being part of a chain and having centralized purchasing
seems to make a difference in the degree to which hotels engage large distributors, but this, in
and of itself, need not lead to leakage as the distributors have been shown to represent locally
produced items so long as they can be bought in adequate quantity.

In general, the hotel purchasing managers were conscious about national efforts to
increase linkages between tourism and agriculture. One respondent referenced the “Eat
Jamaican” campaign launched by the Government in 2003¢7, which has helped to raise
awareness about the struggling agricultural sector and Jamaica’s growing food import bill.
Some hotels, such as the SuperClubs Group, explicitly make efforts to buy local food while
others try to buy locally insofar as it is priced competitively. Others, like Iberostar, are working
alongside their agricultural suppliers to improve their professionalism by advising them on
accounting and storage practices, and for some, provide paperwork to facilitate bank loans for
the farmers.

Ultimately, the local suppliers of fruits and vegetables get strong support from the hotel
industry, but fruits and vegetables only represent one-fifth of total food expenditure by hotels.
Thus, the most critical sources of leakage are the high-value products that Jamaica only

produces in very small quantities, namely beef and seafood.

67 Jamaica Information Service. 2009. "JAS Celebrating "Eat Jamaican" Campaign's 6th Anniversary." /IS News, November
26,2009. http://www jis.gov.jm/news/103/22035?mode=redirect
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One way to ensure that hotels purchase a higher proportion of locally-produced food
would be for the hotels or themselves to get involved in the production of their inputs, either
directly or through partnerships with the farming community. The Sandals Group has done this
with the Mafoota Farmers’ Co-operative whereby they donate “exotic vegetable seeds to the
farmers and [buy] most of their produce once it is harvested”®®. In its genesis, the partnership
was forged through the help of the Rural Agricultural Development Authority (RADA), a state-
owned agency charged with a rural development and agricultural extension mandate.

Other hotels have considered or attempted backward integration. SuperClubs resorts
stated that they may consider backward integration of joint ventures in the future. Couples
Resorts piloted a project with one farmer but found that his operations were simply too small.
In order to make it work, the hotel would have had to play a bigger role in management of the
operations, which they remarked was “not their core portfolio.” Royal Decameron resorts
suggested it would be beneficial for the distributors to integrate with the farmers and so it may
be possible to for backward integration to be led by distributors or agro-processors as well.

Even though the benefits of vertical integration are asymmetric for producers and
upstream players, Karantininis et al suggest that “backward vertical integration gives greater
investment incentives to the producer (downstream)”, but it may discourage innovation for the

upstream suppliers®®, which in this case would be hotels or distributors.

68 "Nothing to Fear, Sandals Reassures Fretful Farmers." 2009.Jamaica Observer, April 19, 2009.
http://www.jamaicaobserver.com/news/149691_Nothing-to-fear--Sandals-reassures-fretful-farmers
69 Karantininis, Kostas et al. 2010. "Innovation and Integration in the Agri-Food Industry." Food Policy 35: 112.
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Based on anecdotes from buyers and the persistence of problems such as informality
and price volatility, I may infer that the existing agricultural co-operatives are not very
effective. In theory, they should increase the productivity of smallholders through
specialization while also providing a marketing function for the collective. However, co-
operatives often run into coordination problems and free-ridership problems, which
undermine the effectiveness of the association. This may be the case in Jamaica, where the co-
operatives appear to increase the cost of doing business. This is not an argument against co-
operatives; rather, it is observation that co-operatives would only help to solve some of the
agricultural supply problems noted above if they are properly managed and the member

farmers refrain from circumventing the system when the opportunities to do so arise.

In the Sustainable Tourism Master Plan (2002), echoed by the Tourism Product
Development Company Ltd., there is a stated intention to diversify Jamaica’s tourism product,
in order to increase linkages with other sectors, and to capture the growing demand around the
world for nature tourism and community tourism.”?

Nature tourists or ecotourists, for example, would regard the use of local foods as a
desirable quality in the hotels they choose. Alternatively, community tourism or agro-tourism,
which is “about bringing the tourist to the agriculture sector to experience farm life and
participate in activities on the farm”, would also promote linkages between the two sectors”™.
However, these two markets, while growing, are very small and would not stem the leakage

problem occurring in other segments of the market.

70 Master Plan, page vii.
71 Studies and Perspectives, page 27.
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Perhaps, the most critical solution to the leakage problem would be to tweak the
existing incentive structure to make commercial farming more attractive. Large-scale
mechanization is not a panacea, as it has the potential to displace many smallholders and
exacerbate the poverty problem. However, for those agricultural subsectors that are clearly
under-supplying, such as beef, a shift towards commercial farming may prove a more viable
way of expanding in order to fulfill the needs of a growing tourism sector.

Currently, the government is gearing its efforts towards increasing the availability of
credit and technology to smallholders. While this is clearly important for alleviating social
pressures in the rural community, it may not be sufficient to improve the long-term
profitability of agriculture, especially given the government’s preference for large-scale

tourism developments.

Reflecting on 2010, the agricultural sector has had improved performance, recording its
highest production levels in more than a decade72. It would seem that overall attitudes
towards agriculture are improving and that persons are beginning to view it as a more
worthwhile industry to invest in. One trader remarked “the future for farming looks very
bright, not only in the area of fruit and vegetable, but in livestock and fisheries as well. Farming
is here to stay.” He attributed some of the turnaround to the government’s “Eat What You Grow
and Grow What You Eat” campaign as well as improved credit availability and extension efforts
on the part of RADA.

While this bodes well for future production, the sector would benefit from some

structural revisions as well a strategic focus on certain weak areas such as grains, beef and

72"0One Day Farmers’ Market this Friday in Six Parishes to Deal with Glut of Crops." 2011., February 1, 2011.
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seafood, in order to secure the long-term position of local agriculture in the supply chain of

other sectors.
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APPENDIX

SAMPLE INTERVIEW QUESTIONS
A. DEMOGRAPHIC INFORMATION

1. What is the hotel room count?

2. Isthis hotel part of a chain?

3. Describe the ownership structure.

4. Would you regard this hotel as a business hotel or boutique hotel?

5. Isitall-inclusive?

6. What is the main guest market of origin?
B. HOTEL FOOD SERVICE

1. How many restaurants are there on property?

2. Are they a la carte or buffet style?

3. How would you describe the cuisine?

4. How would you describe the guest demand for local cuisine?
C. PURCHASING

1. Describe the purchasing procedures of this hotel.

i. Are they different for different commodities? If so, describe.
2. (If part of a chain) Is the purchasing for the hotels centralized?
i. (Ifno) Are there any considerations for centralizing in the pipeline?

What is the typical annual expenditure on food and beverages for this hotel?
What proportion of food purchases would you estimate to come from imports?

To what extent do you use distributors?

o oA W

Does this hotel have a mandate or make any special efforts to purchase local
food?

7. What are the barriers preventing this hotel from using more local foods?
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