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- Current Sltuatuoﬁ “ﬁd Ecoﬂom1c ?rcspects ef'the
: * English-speaking Caribbean

Twelve years ago when 1 began my career in economic
research few of us were sanguine about the economic prospects of
the Esglish=-speaking Caribbean, ‘We_saw little opportunity for
sustained growth at a rate which would enable governments to cut
into the chronic unemployment problem. Nevertheless, I doubt thare
were many who anticipated the deqgree of-ecénomic collapse that we
have witnéssed witﬁin the region in the 19?05; " The poor
performances by Famzica and Guyana in particular oetweigh modest
gains made by Barbados, the Bzhamas and some smaller terr;tor es,
Trinidad and Tebago benefitted from the oil boom but the results of
its attempts to transform the oil surplus into a mors lasting

foundation for economic expansion are still unclear.

Terms of trade losses contributed to the region's woes.
Bo country recieved external financing in a guantity or on terms
which could compensate for that country's terms of tredenlosses.
Eowever, governments compounded the ill effects of externaiﬁshock
by rash domestic policies. Many of these policies have been
chronicled eslewhere and their effects are still the subject of
passicnate debate. I do not intend to enlarge on this issue here.
However, I belleve one crucial aspect of the failure of economic
peliey was. the general lack of recognltlon of capaCIty limitations,

All developing countrles, even those with relatlvely better

educational facilities such are to be found in the Caribbean, are
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eritically shorc of trained man—-power. Compared with'the rasks to

be undertaken, there are pitifully few managers, professionals,
technicians and skilled personnel at all jevels., I helieve that
this human resource constraint is the pivotal one for the rate of

growth and development. Furthermore, Government is at a great

disadvantage in attracting o its service those skille@ peréonnel

.,

wheo are available. Its salary scales for such people arf B ™.

' iti its i iori ather than
non-competitive and its merit system prewards seniority T

* productivity or capability.

The scope of effective Government policy is sevei?ly
circumscribed by this human resgurce limitation. Examples of
dicastrous failupe cf Government policies because of poor
;dminist:ation abound throughout the Caribbean -the mationalised
bauxite industry in Guyana, the exchange co;trol system in Jamaica.

the attempted fe—organisation of the sugar plantations in that

i . ati w
country and Barbades’ public transportation system are but a fe

examples.

. __The_evidence of econgmic m;laiée throughout the Caf}bbean

j= to be seen in the declining real output curing the 1970s in
Jamaica, Guyana and some LDCS. Traditional agricultural aod

mineral production declined throughout the region.
| widespread, affecting sugar, bananas, bauxite and petféieum. The
.. mewly- emerging sectoers (manu?acturing, tourism) also. showed some

weaﬁness although they recorded overall expansion.

Unemployment

increased everywhere and the proportion of jobless is higher now

than ar the becinning of the 1970s. Several countries,

The decline was
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affects.

been occasicnal bursts of inflation everywhere.

Current Situation

In spite of feverish attempts to boost exports. using
foreign financing where available, the prospects for the

Caribbean region are not encouraging. In Barbados, a revival

in tourism has arrested economic decline but the resurgence is

narrowly based. The diversification of tourism markets which was

successfully achieved during the 1970s now. seems threatened.

The U.S. segment was the only one to record healthy growth in 1983,
Manufacturing exports continue Lo expand but again the growth is
narrowly based with & few companies accounting for all the dynamic
Unemployment is still too high zlthough inflation has
fallen with the easing of foreign price pressures. The balance of

payments equilibrium is still touch and go.

The Guyana economy is in a shambles, The country is
impoverished and the prospects for growth of any kind are
non-existent. There is little that mey be ceslled eccnomic

management, indeed management of any kind. The exodus of compotent

-

professicnals and skilled technicians is now virtually complete.

Jamaica enjoyed a year or two of artificial expansicn

based on heayy short-term capital inflews in 1981 and 18982,




years of " the: Maﬂley ‘Tegime could “nok ‘e reverseékiniaiéhéfﬁ

per;od, in the best of c;rcumstances., The capltal stock of the

country had been allowed to run down; to maintain competitiveness

A ;n tcday s &ynamxc world a firm needs not only to maintain but to

update cap1ta1 equ1pme1t by 1mport1ng newer technology. Eveq if

the process of ‘re-capitalisation had begun on the day Seaga\took

of ice it would have been two or three years before the effacts

could have made a substantial 1mpact.. In fact, re—capltalxsatlon

could not have bee1 co-terminous w1th the begianing of the Seaga

‘reglme.. Invester, cenfidence caﬁnot be establzshed by fxat,

and make

look around, their own

bu51ﬂessmen nust returq,

de:ermlﬂatloﬁ about economlc pro;sects before thay will consider

il
: preparing new investment plans. In the best of czrcumstances,

. ‘ L . \ .
therefore, economig growth in Jamaica would have been a
"4 ‘medium-term affair, In fact, much of the flnaqcmqg recelved in

P
the first: two'years of the Seaga admini stratlcﬁ went'! for consumer

‘speﬁdlng rather than for investment and the decline in available

f1naﬁc11g has Qleft the country in much the same condltzon as in
1950. C e

! 'The‘Govgrnment of Trinidad and Tobago used oil revenues to

" fund an ambitious developmant proéraﬁme for heavy industry. There

"is a ques;ion7mark hanging cver scme of
% have been"eétahiiéhéé (Eor example,” the
4. that others (such as fertilizers) are beginning teo do well.

© Falliag oil prbduction and weak oil prices have resulted in falling

the large enterprises which

stepel complex) but it seems3
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oreovers the policies and political complexion of reglonal member
countries are so diverse that investment prospects could ot be

equalised even with such compensatory mechanisms. There is,
therefore, always the possibility that devaluation will give one
countTy 2 competitive advantage; rhat is something the regicn must

iive with. Jamaica had no alternative but to devalue in wview of
. . - ~
its parlous forelign exchange situation. Unfortunately, thex

Trinidadian authorities chose to retaliate by imposing import

controls, clouding the prospects for regicnal trade.

trade cannot be

in any case healthy growth of regional

sustained. The expansion which tock place in the 1970s was

largely based on the growth of the Trinidad market but now that

phe oll boow is over that source will no leager provide the

same stimulus.

Ihe Qutlook

The cutlook is not encouraging. Mechanisms such, as expert

promo;ioq 113L1tut1015 aﬁd speclal finance schemes directed towards

exports are clearly ﬁecessary. Bowever, it will be ‘gifgiculr to

sustain the export drive, as it is based on so few activities. The
opportunities offered by new technolegies are perceived by a few
require

ket they will be difficult e capltalzse on bacause they

substantial organisational skills and a great deal of i

nvestnewt in -
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"will not be enough.
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2 leading institutions, beth in the private and public sectors,

provide sufficient wealth of information that the potential

vestor may make his own choices. 1Individuals and institutions

thin the econcomy must also make choices about work, leisure and
ending, all of which will affect the chaances of balanced '
onomic growth, While we do not necessarily‘believs'that these
:cigions will always be made on grounds which economista\might
msider rational, we do believe that the area of debate can be

msiderably marrowed if there is a body of reliable, current

agoing information which can form the basis of negotiatioa and

rojection.

Delisle Worrell
Central Bank of Barbados

ctober 2983
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