SAINT LUCIA'S
MANUFACTURING SECTOR
AMIDST COVID-19

EXECUTIVE SUMMARY
The pandemic had a far-reaching impact on the manufacturing industry worldwide
which was equally evident in Saint Lucia. Despite the challenges brought about by
the COVID-19 pandemic, manufacturers were able to pivot their operations to take
advantage of several opportunities despite market disruptions worldwide.
Saint Lucia was once known for its vibrant manufacturing sector with garment and
paper production, but over the last few decades transitioned into more agroprocessing. The sector has shown growth spurts over the years, but the recent crisis
has been a damper on the economic activity in the sector.
The policy steps taken in response towards the sector’s survival included:
Concessions
Corporate tax benefits
Tax credits and reliefs
Grace loan repayments
Temporary non-payment of utilities
Saint Lucia continues to have a vibrant manufacturer's association dedicated to
improving and developing an enabling environment for future growth in the sector.
In spite of the challenges faced, there are opportunities for further growth and
investment that can enhance the competitiveness of the manufacturing sector.
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INTRODUCTION
In the first quarter of 2020, Saint Lucia experienced the COVID-19 pandemic wave,
which was already traversing the global arena. As a result, several sectors and
industries were negatively impacted by the restrictions that had to be implemented
to curb the virus spread and uplift public safety. Nonetheless, Saint Lucia’s
manufacturing sector was able to switch gears in response to the increased demand
for chemical and other cleaning products needed to combat the COVID-19
pandemic. It is important to note that the manufacturing sector remains an essential
component of Saint Lucia’s economic development and growth.
The manufacturing industry involves designing, processing, and preparing products
from commodities and raw materials. This includes automobiles, chemicals, food and
beverage, machinery, electronics, and other industries. This sector is a significant part
of the economy as it accounted for nearly 16% of the global GDP in 2018.
Despite some successes, the manufacturing industry in the OECS has not reached its
full potential due to a combination of various factors. However, governments across
countries primarily focus on encouraging the manufacturing sector regardless of the
sharp decline in FDI inflows experienced during the COVID-19 pandemic.
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HISTORICAL BACKGROUND OF
MANUFACTURING IN SAINT LUCIA
Saint Lucia’s manufacturing sector currently accounts for 6% of GDP; however, it
varied between 6% and 8% from 1986 to 1998. The companies that made up
that sector in the late 90s were small locally owned operations, agro-processing
firms, and some comparatively large foreign-owned apparel and electronic
component producers. These establishments employed 4,325 people, a 7%
representation of Saint Lucia labor force.
The main products made included processed foods, soft drinks, beer, malt,
stout, rum, textiles, paper products and detergents. They were divided into three
sub-sectors,

namely

enclave,

traditional

import

substitution,

and

agro-

processing. Agro-processing accounted for 37% of manufacturing between 1994
and 1999, followed by paper and paperboard (27%), electronics (13%), garment
and textile (9%), chemicals, plastics, and rubber (8%), and lumber and lumber
products (1.0%). However, the garment, paper, and paperboard sub-sectors have
seen significant decreases in recent years.
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the
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contributors

to
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manufacturing sector’s downturn. As a result, there was a substantial drop in
the exportation of manufactured products, which fell from 35% to 29% of
overall exports. Between 1988 and 1999, the output of paper and paperboard
goods declined from $53.5 million to $26 million. Meanwhile, the agroprocessing and electronic sub-sectors showed consistent expansion, with
annual average growth rates of 10.8 percent and 11.8 percent, respectively.

In the 1970s the manufacturing sector saw a remarkable expansion and grew at
an average yearly rate of 12% between 1985 and 1990. Subsequently, the sector’s
performance had been on a downward path since the 1990s with a drop to 3%
from 1991-1995. In the latter half of the decade, the sector reported sharp
decline to a negative growth rate of 1.0 percent. Despite the limited
contribution of the sector to GDP, at 6%, manufacturing firms account for 9% of
all enterprises on the island and provide 19% of all employment.
According to data presented by the Central Statistics Office, the manufacturing
sector has been growing consistently from 2013 to 2019. The sector’s largest
contribution was in 2019 in the amount of US $67 million followed by a
contribution of US $66 million in 2018.
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GLOBAL AND REGIONAL EFFECTS OF
COVID-19 ON THE MANUFACTURING
SECTOR
GLOBAL EFFECTS
The COVID-19 pandemic has had a substantial impact on the world
economy. In 2020, world real GDP fell by 3.6%, the volume of the world
merchandise trade declined by 5.3%, and foreign direct investment (FDI)
flows dropped by 42%. Supply chains have been disrupted, as supply and
demand shocks are transmitted through chains and propagated across
borders. To slow down the spread of the coronavirus, many countries
imposed some form of restrictions on people and businesses. Previous
studies have shown that COVID-19 had considerable negative impacts on
global supply chains, international trade, and the subjective uncertainty of
global firms.
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THE FOLLOWING IDENTIFIES SOME AREAS
NEGATIVELY IMPACTED ON A GLOBAL SCALE:
The abrupt halt in the supply chain and disruptions in manufacturing activities have
been occurring in the construction and manufacturing industries due to the lockdown
imposed by governments.

The foreign direct investment (FDI) inflows have undergone a sharp decrease due to
the economic turbulence that occurred across the world. Construction and
manufacturing are among the industries most affected by the sharp decline in FDIs.

The COVID-19 pandemic gave a wake-up call for the construction industry as it outlined
the importance of the industry 4.0 (IR4) technologies for sustaining the global market.
This would enable manufacturers to adopt a digital-first approach to physical
businesses.
The pandemic also emphasized the need for remote communication and asset
management solutions. To achieve this, manufacturers will need to implement cuttingedge manufacturing technologies, which include 5G solutions and cloud-based services.

According to official data released by the following countries, the GDP of the United
States, Japan, Germany, and the United Kingdom contracted by 3.5%, 4.4%, 4.9%, and
9.9% in 2020.
As per the estimation by United Nations Conference on Trade and Development
(UNCTAD), the COVID-19 outbreak could cause global FDI to shrink by 5%-15%, due to
the downfall in the manufacturing sector coupled with factory shutdown.

Due to the epidemic of COVID-19 across the globe, the manufacturers of automobiles,
chemicals, electronics, and aircraft are facing concerns regarding the availability of raw
materials.

The electronics sector being part of the global manufacturing industry was
significantly affected due to the COVID-19 epidemic, as China accounts for almost 85%
of the total value of components utilized in smartphones and nearly 75% in the case of
televisions. All critical components are imported from China.

REGIONAL EFFECTS
The manufacturing sector in the Organisation of Eastern Caribbean States
(OECS) continues to confront challenges of competitiveness. Despite
encouraging signs of exports, the sector's expansion has not kept pace
with

the

more

dynamic

service

sector.

Manufacturers

face

many

challenges, including high production costs, low labor market productivity,
high transportation costs, and competition from lower-cost competitors.
The sector’s contribution to regional GDP has deteriorated significantly
during the previous decade from a peak of 4.24% in 2011 to a low of
3.62% in 2019. Prior to the outbreak of the pandemic, projections for
2020 and 2021 stood at 3.58% and 3.57%, respectively. However, these
estimates were revised and showed downward movement.
In Jamaica, the manufacturing sector has shown resilience through the
COVID-19 pandemic, with the country seeing positive developments in
industries such as chemicals and cosmetics. Manufacturers in Jamaica
have seized new opportunities to export to markets that have
experienced disruptions in their supply chain and expect these
opportunities to contribute significantly to its economic recovery effort
in the next five (5) years.
The manufacturing sector in Barbados declined in 2020 however, by
the first half of 2021, it had recovered, growing by 14.9% relative to the
same period in 2020. This resulted from improved exports of rum, other
beverages, and other components.
Containment measures taken by governments around the world have
impacted the regional manufacturing sector in several ways. The
prevalence of increased border restrictions in source markets has
caused several supply chain disruptions for the sector.
Despite expectations that some degree of demand can be regarded as
deferred, the immediate loss of sales revenues has had a detrimental
impact on the ability of firms to meet their near-term financial
obligations.
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There were major interruptions to input supplies due to lockdowns,
reduction in transportation logistics, and supply chain disruptions. In
addition, reports of dramatic increases in the cost of raw materials were
noted.
Reduction in sales revenue due to lockdowns and decreases in
production.
Export sales have significantly decreased due to reduced demand for
non-health-related products and general disruption in transportation
logistics.
Filling market gaps for health and sanitation products: Many distilleries
across the region, like St. Lucia Distillers and Grenada-based Blue Light
Distillery, have filled market gaps for alcohol-based sanitizers.
Prioritization

of

E-commerce

for

sales

channel

diversification:

Numerous supermarkets and start-ups in the region have begun
offering pick-up and delivery services.
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EFFECTS OF COVID19 ON THE
MANUFACTURING SECTOR IN SAINT
LUCIA
Manufacturing activity in 2020 was negatively impacted by widespread
demand declines due to the COVID19 pandemic, including spillovers from the
slowdown in tourism and other sectors. Demand for manufactured products
fell due to hotel closures at national, regional, and international levels. In
addition, there were economy-wide job losses, lower wages, and limited
consumer spending opportunities due to regulated restrictions on restaurants,
bars, and other social activities. This was due to social distancing measures
implemented across the country.

After recording positive performances
for six (6) consecutive years, the total
value of manufacturing output
contracted by 6.7% in 2020.
It was also noted that the revised growth rate of 0.6% for 2019 quickly declined
due to lower production in food and alcoholic beverages, which accounted for
a combined share of 62.1% of total manufacturing output. However, there was
robust growth in the production of chemicals, pasta products, animal feed, and
bakery products, but not significant enough to have prevented the contracted
real-valued added of 10.4% in manufacturing as preliminary estimates
indicated.
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Additionally, alcoholic and non-alcoholic beverages decreased by a total of
11.10% in 2020 primarily due to a weaker demand in domestic and external
markets driven by a decline in tourist arrivals, social gatherings, decreased
operating hours for restaurants and bars, temporary suspension of liquor
sales, cancellation of mass crowd events and imposed curfew hours. Despite
of the decline in beverage production, there were increases in exports in subregional markets in 2020 by some producers who benefited from COVID-19
related opportunities with production disruptions in these markets.
Also, there were declines in other sub-sectors which included: fabricated
metal rubber, and paper products, which decreased by 17.9% and 1.2%,
respectively. These reductions resulted from a lesser demand for roofing
products, a decrease in tyre sales, and diminution in the production of
containers of paper and banana boxes.
However,

chemical

production

value

increased

by

20.8%

in

2020

contributing to the expansion in the production of paints, furniture,
machinery, equipment, and chemical products (sanitizers and other cleaning
products) directly relating to the COVID-19 prevention and control measures.

PAGE 11

SAINT LUCIA’S
RESPONSE TO
COVID-19

Concessions to
companies that
produce sanitation,
healthcare, and
medical-related
products.

Extension to
corporate tax
installments.

Moratoria and
bank loan
repayments for up
to six months.
Tax credits and
other entities
which retain at
least 30% of their
staff.
Temporary
reprieve from the
payment of
utilities on a caseby-case basis.
Temporary waiver
of interest and
penalties on all tax
types for March
2020.
Provision of
concessions on
vehicles purchased
by frontline
workers.
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MANUFACTURING INDUSTRY OUTLOOK
The manufacturing sector is a major part of the economy as it accounted for
nearly 16% of the global GDP in 2018. As a result, governments across the world
primarily focus on encouraging the manufacturing sector.
2020 has been a year like no other and like every other industry, the
manufacturing industry has felt the impact. Along with declines in production,
forced shutdowns in the early days of the pandemic caused a significant dip in
manufacturing employment levels. Unlike most jobs that could be executed
remotely, manufacturing and most companies had to stop production unless
they were making essential products.
Before the pandemic, the manufacturing industry was working to regain the
momentum it had reached after the 2008 recession. However, after the first
wave of the pandemic-driven shutdowns, segment recoveries for various
manufacturers have been uneven. Looking ahead to 2022, the recovery may take
longer to reach pre-pandemic levels. Although recent vaccine approvals have
raised hopes for a turnaround in the pandemic, renewed waves and new
variants of the virus pose concerns for the outlook.
The cross-border flow of products and components is still greatly restricted
worldwide, signifying a pessimistic outlook on the development trend of the
global manufacturing value chain.
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Considering all this, Alan Beaulieu of ITR economics spoke at the National
Fluid Power’s Annual International Outlook Conference and noted that the
overall outlook is positive for the manufacturing world. He noted that there
will be a slowing ascent based on analysis of the U.S leading economic
trends in the next calendar year. But insisted that today’s anxieties (such as
supply chain issues) will ease in 2022, and next year will be a more
measured business that manufacturers will enjoy and prosper in.
According to the World Manufacturing Production Report by the UNIDO
(United

Nations

Industrial

Development

Organization),

global

manufacturing output had registered a sharp decline of 6.0% in the first
quarter of 2020 due to the economic lockdown measures motivated by the
COVID-19 pandemic. However, the projected output is expected to reach
$5.08 trillion by 2022 registering a CAGR of 6.7% from 2020 to 2022,
according

to

a

report

published

by

Allied

Market

Research

on

GlobeNewswire.

SAINT LUCIA MANUFACTURING SECTOR PROFILE
-KEY INDICATORS
No. of people employed in
Manufacturing

4000 (2021)

No. of manufacturers/agro-processors

10

Avg. Contribution to GDP

3%

Direct Investment Manufacturing Sector
(last 5 years)

26.3 USD$ Million

Manufacturing Output

165 USD$ Million (2020)

Avg. Manufacturing output

152 USD$ Million

Job Creation (Over last 5 years)

500
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SAINT LUCIA’S MANUFACTURING BODY

Saint Lucia offers an ideal location for manufacturing high-end
products. Investors and local business operators in Saint Lucia have
the opportunity to join the Saint Lucia Manufacturers Association
(SMA) that has been established to develop the manufacturing
sector, by engaging with manufacturers in key point areas such as:

Technology

Productivity

Competitiveness and

To foster economic growth through exports.
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The SMA was formulated in 2006 and continues to work alongside all key
stakeholders in ensuring an enabling business environment for people
operating in the manufacturing and agro-processing space.
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INVESTMENT OPPORTUNITIES IN THE
MANUFACTURING SECTOR
The Saint Lucian manufacturing sector continues to be of great interest to both
foreign and local entrepreneurs. Saint Lucia’s geographical location represents a
strategic opportunity for investors seeking to tap into the American and
Caribbean markets. Local entrepreneurs continue to identify sizeable gaps in the
market for goods that are traditionally imported; seeking to capitalize on these
opportunities

while

creating

export-quality

products.

In

addition,

the

infrastructure and logistics are excellently supported by a skilled and trainable
workforce.
Invest Saint Lucia, the official investment promotion agency continues to work
with manufacturers across sectors such as food & beverages, agro-processing,
paper products, and construction materials.
There are currently three investment opportunities in Saint Lucia to further
propel the expansion and augment its growth.
Manufacturing of glass and plastic bottles for the OECS and CARICOM space
Recycling plant (Availability of a space for potential investors)
Fish processing and value-added agriculture.
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WHY SAINT LUCIA FOR MANUFACTURING
Central location in the Caribbean
Geographical and digital connectivity
Rich Biodiversity
Proactive investment climate
Infrastructure
Regional and International market access
High ranking in world bank’s doing business index
Attractive government incentives
Educated local and regional labour pool
Attractive Incentives
Special development areas and free zones
Strategic lands and industrial estates
Quality of Life
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INCENTIVES FOR THE MANUFACTURING SECTOR

1.

Fiscal Incentives Act of 1974

2.

Special Development Areas
Act

Income Tax Act

Waiver on duties on:
Plant
Raw Materials
Packaging
Machinery
Spare parts for machinery
Equipment and specialized vehicles used in the
manufacture of approved products
Waiver of income taxes for up to 15 years

1. Exempt from
Income tax on interest earned on loans to
approved developers.
Import duty, stamp duty, and consumption tax on
inputs for the construction of new buildings and
the renovation or refurbishment of existing
buildings.
Land and House Tax.
Stamp duty payable by vendors and purchasers on
the initial purchase of property, whether by
nationals or non-nationals.
Alien Landholding Licence Fee.
2.
Allowances
An approved developer pays corporate income tax
(CIT) at the rate of 20%.
Granted initial allowances of 40% and annual
allowances of 5% on industrial buildings.
Granted initial allowances of 20% and annual
allowances of 4% on commercial buildings.
1.Exempt from
Income tax on interest earned on loans to
approved developers
2.Allowances
An approved developer pays corporate income tax
(CIT) at the rate of 20%.
Granted initial allowances of 40% and annual
allowances of 5% on industrial buildings.
Granted initial allowances of 20% and annual
allowances of 4% on commercial buildings.
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Free Zone Act

Agriculture and Fisheries
Act

1.
Levy on the chargeable income of a free zone
business within a free zone, income tax.
2.
Credits given in accordance with the number of
citizens of Saint Lucia employed on a continuous basis by
every free zone business in accordance with a scale.
3. Income tax or capital gains tax or any new corporate
tax levied by the Government of Saint Lucia during the
first 5 years.

1.
Exempt from
The payment of duties charged under the Customs
(Control and Management) Act, Cap.15.05 for the
importation of agricultural inputs and other articles
needed for an approved agricultural project.
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CONTACT
Contact us
Phone: 758-457-3400
Email: info@investstlucia.com

These guidelines are provided for information purposes only and should not be relied on in lieu of
professional advice. Whilst Invest Saint Lucia has made every reasonable effort to ensure the
accuracy and reliability of the information contained herein, the information is provided "as is"
without warranty of any kind. Invest Saint Lucia does not accept any responsibility or liability for
the accuracy, content, completeness, legality, or reliability of the information contained herein or
howsoever else that information may be used. These guidelines are subject to periodic updates,
revisions, deletions and additions without prior notice.
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