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NOTES & COMMENTS

THE CARIEBEAN'S FUTURE 15 NOT
WHAT IT wWAaS~*

RICHARD L. BERMAL

The world is not changing, it has changed, and this means that the
future is not what it was! The only certainty for the future is change
and this will occur at an increasingly rapid rate. Rapid and profound
changes are occurring in the world economy as the process of
globalization impacts on all aspects of economic life through the
world. This is having far reaching implications, particularly in small
developing economies including those of the Caribbean region. These
economies face and enormous challenge in responding to changes
in the organization of the world economy they because they are char-
acterized by vulnerability, volatility, limited adjustment capacity and
the constraints posed by their small size. From the vantage point of
1990 the future of the Caribbean looked assured as traditional ex-
ports enjoyed preferential treatment and prospects for tourism and
offshore banking were encouraging. A little over a decade circum-
stances have changed significantly and it cannot be business as usual.
The forms of wealth have changed, new economic activities have
emerged and the bases of economic growth are different. The situa-
tion in which the Caribbean states find themselves requires a
process of strategic global repositioning.

I. THE CHANGED FUTURE

The fact that the future is not what it was, is clearly revealed by
comparing the circumstances in which the Caribbean found itself in
1990 and the situation which now confronts these countries.

* Keynote Address to the Caribbesn Private Sector Summit, Caribbean Develop-
ment Bank/Caribbean Association of Industry and Commerce, Bridgetown,
Barbados, March 4, 2002. The views expressed in this paper are those of the
author and not those of the Caribbean Regional Negotiating Machinery.
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A, Oufloak in 1990

It terms of growth the 19805 was a lost decade for Latin America
and the Caribbean and several countries were heavily indebted o
external creditors. The mood was one of cautious optimism with
prospects for a variety of debt relief initiatives.! Tamaica was one of
the economies that contracted in the 1960s but Deputy Prime
Minister P.J. Patterson saw positive prospects for tourism, bauxite
mining, information processing, omarmental horticuiture, investment
from overseas Jamaicans and a rebuilt banana industry?

1. Iendependent national econonies

Thewaorld economy consisted of interdependent national economies
with a certain amount of autonomy in economic policy. Regional
integration schemes, which were in vogue during the 1960s as an
extension of import substitution industrialization strategies waned
in the 1970s, and intra-regional trade actually contracted during the
19680s. The decade of the 1990s began with a determination fo re-
coup the setbacks suffered during the lost decade of the 1980s. The
resuscitation of economic growth was to be accomplished by a "born
again” faith in economic liberalism, There was the prospect of
deepening integration in the European Union in 1992 but the re-
emergence of regionalism was not seen as the primary vehice of
stimuating growth. The North American Free Trade Area was just
at the stage of conceptualization.

2 Fraforontial Tade

The justice and utility of provisions of special and differential treat-
ment enshrined in the GATT was a tenet of trade policy of devel-
oped countries towards the least developed and the developing
countries. It was a principle whose procrestive stirmulus to economic

development was questioned by only a few and whose morality was

1 Eichard L. Bermal, “Caribbean Debt Relief”, Crribfean Strdiag, Vel 4, Mo 2 (June,
1991) pp. 45-58.
2 "The Challenge of the Nineties: Earrdng, Our Way Through Production”. State-

it to Parliamend by the Hon, P | Patterson, Deputy Prime Minister, January
51, 199, Kingston: Jamaica Information Service, 1994,
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unchallenged even by the most uncharitable. There were secure pref-
erential trade arrangements for the majority of products exported
by the CARICOM countries. Bananas and sugar were marketed un-
der special protocols associated with the Lomeé Convention between
the Buropean Union and the African, Caribbean and Pacific group
of eountries. The Caribbean Basin Initiative passed by the Reagan
administraticn in 1983 covered 90% of the products involved in US-
Caribbean trade, although it omitted some of the goods in which the
CBI countries had comparative advantage such as textiies, apparel,
leather goods, gloves and tuna. Trade with Canada was conducted
under the Carib-Can arrangement, a preferential trade framework
broadly similar to the CBI. Sugar entered the US market thorough a

special system of bilateral quotas.

3 Development Cooperation

The procreative power of cooperation between developed countries
and developing was a widely accepted approach to promoting
growth and development. The European Economic Community was
still convinced that preferential trade and development assistance
through the Lomé Convention ooild contribute to the development
of the ACT countries, In mid-1990 President Bush announced the
Enterprise for the Americas Initiative inchading a new Multilateral
Investment Fund and a package of bilateral debt relief proposals.
The 1980s was a perlod in which the CARICOM countries received
increased development assistance in the form of (a) a substamtial
increase in bilateral development assistance from the United States
asgociated with the early years of the CBL Jamaica, in particular,
was a significant beneficlary in the first half of the 1980s. (b) To-
wards the end of the 1980s and into the early 1990s Guyana and
Jamaica received assistance in the form of debt refief through re-
scheduling, cancellation and debt swaps. (c} Levels of lending from
multilateral financal institutions increased compared to the 1970s
s Jarnaica and Guyana received loans from the IMF for stabilization
and from the World Bank for structural adjustments. Countries with
relatively higher per capita income were not targeted for gradua-
tion from soft money facilities as Barbados and the Bahamas were in
e 1990,
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o, Lerv Wage Manufacfunng

At the end of the 1980s foreign investment from developed coun-
tries was still seeking to establish production in countries where
wages were substantially lower. This is evident in the massive
relocation of certain lines of production to Mexico and to the newly
industrialized countries of Asia. It was also pronounced in the relo-
cation of apparel production from the US to lower wage countries,
which qualified for the CBI. The comparative advantage that
developing countries have because of wages lower than those in
industrialized countries is nullified by the higher applied tarifis on
labour-intensive manufactures than the average of industrial goods.

5 Socialand Palitical Stability

In 1990 all the countries of CARICOM had democratically elected
governments and the issues of tzansnatonal erime and money laun-
dering associated with drug trafficking was just being recognized
a5 a potential threat to the security of the region. The Anglophone
Caribbean was justly renowned for its democracy — which consti-
tuted much more than periodic elections, its human rights and its
resolute stand against drug trafficking and corruption. Stability,
peace and institutional development contributed to the “social
capital™® which is such an important intangible in the development
process,

B,  Proesent Outlook

Since 1990 there have been two types of change, first, new develop-
ments and second, changes of degree in trends which existed in 1990,
1.  Accelerafionof Globalzation

Globalization is a multi-dimensional process, which is transform-
ing at a rapid rate and in profound ways all aspects of national and

global activities and interactions. Inherent in globalization a pro-
cess in which barriers to the international flow of goods, services,

3 Partha Dasgupta and Ismail Serageldin (eds.), Seolal Capitall A Mubfoatod Per-
apective, Washington D.C.- World Bank, 2000.
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capital, money and information are being increasingly eroded and/
or eliminated. International trade and capital lows have grown ata
faster rate than world GDP. During the period 1950 to 1994 the
volume of world trade grew at a rate of 1.6 times faster than that of
wordd producton. World oulput grew by 2.7 % between 1981 and
1990 compared to a growth rate of 4.5 % for world trade. During
1990-1999 world output increased by 2.3 % per annum while world
merchandise trade increased by 6.3 % per year.® This process is well
advanced and has far reaching implications for these countries. Small,
developing countries which are vulnerable to external events and
that have limited adjustment capacity are particularly exposed to
the effects of globalization.

2. Recprocty

Developing countries can no longer plan on the continued existence
of preferential trading arrangements. The developed countries no
longer feel obliged to provide these arrangements to developing
countries with minute markets, no indispensable raw materials and
limited strategic importance. Developing countries must be pre-
pared to adapt to the elimination or erosion of preferential trade
regimes, such as the Lomé Convention and the Caribbean Basin Ini-
tiative {CBI). The European Union has indicated that the agreement
to supercede the Lomé Convention is to bring the ACP countries
over a prescribed time, Into a reciprocal trade relationship and to
further their integration into the world economy, The CBI is to be
overtaken by the Free Trade Area of the Americas (FTAA), which is
to be based to reciprodty. The dismantling of the European Union's
banana regime fllustrates the pressure being exerted to eliminate
preferential arrangements and replace them with agreements based
on reciprocity.

3. Dominanoeal the Clohal Markef

The psychology of globalism has come to dominate as a state of mind
over national and local notions of space and time. Technological
developments in telecommunications, computerization, and

4 [Ibid, po 38,
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Informatics have eliminated the barriers of distance and time, Te-
sulting in the reconstitution of the world into a single economic and
social space. Essentially, there is only one market and that is the
world market. Every business must become globally competitive,
even if it produces and sells only within a local or regional market.
The competiton is no longer local in ambit, as it is not confined to
national boundaries. The implication of global competition is that
even goods and services that are produced and exchanged within
the national domestic sphere have to meet standards of quality and
costs of production that are set globally. The advent of e-commerce
has accelerated this trend.

4, Cooepietlren Serpoes

Services constitute one of the fastest growing sectors of the world
economy and trade and service related direct foreign investment
have grown faster than trade in goods since 1980.° The overall share
of services in total trade is over 25 %, and service industries accounted
for 50 - 60 % of total foreign direct investment flows.* Furthermore,
services account for about 60 % of GDF in industralized countries
aned between 35 and 51 % of GDF in developing countries.”

5 Rapid Changesin Techmology

The increasing globalization of economic transactions and activities
has been faclitated and in some instances impelled by rapid devel-
opment of new technologies in communications, informatice and
manufacturing. New techmologies have reduced transaction time,
eliminated geography and distance, thereby creating an environ-
ment of 24-hour trading. In this enviromment, the “mindset mast ba
spead.” The new developments in information processing, and
telecommunications propel globalization by eliminating the

Teid, p. 65

B, pp 4745,

Lifwrnifeine fntermational Transeetions i Services, A Heodbeok, Washington D
UMCTAD and Wardd Bank, 1993, pp. 6-7.

& hm'mdwﬂﬁqqﬁrmw&wmﬁrw
Foonomy; Mevw York: Time Wamer Bools, 1999,
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costs resulting from distance, the importance of location and the
advantages of large size.

Information techrology has not merely added a new dimen-
sion to the way business is conducted, but has altered fundamen-
tally the natore, management and organization of business and
started to transform the nature of work, and the character of prod-
ucts, production techniques and international marketing. Indeed,
the so-calted “death of distance™ will revolutionize the way people
tive and work” as we enter what has been called an “age of globally
networked intelligence.”*

Changes in technology have considerably reduced the impor-
tance of low wages. There has been a decline in low-skilled Iabour
costs as @ component of total production costs in meny global in-
dustries. The dedine is estimated to be from an average of 25 % in
the 1570s to between 5 and 10 % at present, !t

&  Hniergementof Boonanic Dinils
Globalization i8 creating larger units, both corporate entities, eg.
multinational corporations, and the coalescing of national econe-
mies through regional integration o form regional trade blocs ™
Trade blocs are a fundamental aspect of the world economy, both in
terms of share of the world trade they encompass and the number of
countries that particdipate in them. The emergence of regional trade
blocs, whether market induced or politically engineered, represents
a transition from an atomistic world economy of national econo-
mies to a global market.

Multinational corperations (MNCs) now account for about a
third of world output and two-thirds of world trade. A quarter of
world trade consists of intra-firm transactions taking place within

% Pranoes Caimeross, Te Deadh of Disfarce: How e CommurnicaSios Revodndion
MR Change Oiwr Lives, Bostons Harvard Business Schonl Press, 7997,

Ia Em'fapumlt,. The D¥eT Enm‘g-f:.ﬁmnhe.uﬂ&ﬂlm ﬂh.ﬂpﬂﬂ'hﬁﬂ‘wﬂmﬂ'
Imfelligence, Mew Yark:
MoGrenar-FHIL 1934,

11 Cherles Oman, me:mﬂﬂwmm
iCowsirivs, Paris Orgonizakion for Baomomie Co-operation and Development, 1983,
2
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multinational corporations.” They also account for half of world
trade in manufactured goods and eighty percent of the world'a land
cultivated for export crops.™ Indeed, the sales and labor force of
some multilateral firms are larger than the GDP and population of
many coumniries,

The most prominent feature of corporate concentration in re-
cent years has been mergers and acquisitions, Cross-barnder mergers
aril acquisittons accounted for 60 % of direct foreign investment
fAows. Mergers could widen disparities in size among corporate
entities,

7 Reduced Policy Autonomy

A global convergence of the economic, technological and ideologi-
cal forces, which drive the process of globalization, is shifting power
away from governments toward multilateral institutions and multi-
national corporations and transnational financial instiutions. Some
have gone as far as proclaiming the demise of the nation-state™ in
an economic sense but also increasingly as a viable political actor.
While the nation-state has not been superseded by any political for-
mation, soverelgnty in all its dimensions has been considerably con-
strained by economic interdependence. ™ Governments have less
control over the design and implementation of national and inter-
national economic policy.

12 Richasd L. Bernal, Trade Bt 4 Regionally Speeiie Phenoomenan, orCobu Tend,
Walter Sterting Surrey Memusial Sesies, Washingbor, ThC: Natbonal Flanning
Association. Sepbember, 1997,

13 UNCTAD, Workd Investment Bepors 154, Geneva: URCTAD, 1994,

14 John Stopdord and Susan Strange, Rival Stles, Sival Finns, Camlridge Cam-
bridge University Press, 1991 p 15

15 Suman Strange, The Setrard of dhe Strke: The Difftssion of Fowerin e Bord Emnooy;
Camnbridge; Chmbridge University Press, 1996, and David €, Borten, Fhen Cor-
porabions Rele the Werk] Flartford: Kumarian Press and San Francisco: Barnett-
Eockler, 1995,

16 Kenichi Ohumae, The Ed of e Metion-Sate, New York: Free Press, 1995,

17 Walter B, Wriston, The Thellioht of Sovereizmiy, Bew York: Charles Scribmer's Sons,
1992,
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International financial fows have become disembedded from
the real economy, with much of the global financial Aows being
unrelated to produchion, trade and investment. This has been facili-
tated by the emergence of global financial markets as governments
have liberalizad theirnational financial systems, The financial struc-
ture, which was predominantly state-based with some transnational
links, has shiffed to a global system with some national differences
in markets, institotions, and regulations persisting as vestiges of an
earlier era. The magnitude of the flows has dwarfed the resources of
central banks and reduced considerably the capacity of even the in-
dustrialized countries to control these fhows,™

§  DedinecfDeveloped Coumiry Empatiy
There has been a very pronounced dedine in the empathy of devel-
oped countries for developing countries as self-interest has replaced
enlightened self-interest in an atmosphere in which the anfettered
market is a panaces for development. Apart from the philosophical
shift, which rationalizes such an approach to development, the
change also reflects the increased capability of newly industrialized
economies and middle-income coundries o compele successfally
with the developed countries. The dedine in empathy is evident in
the sharp reduction in development assistance, escalating pro-
tectionism in agriculture and the attempts to foreclose certain

Foreign aid to the Caribbean countries has dedined because
multilateral financial institutions no longer view them as poor and
there has been a move to have them “graduate” from eligibility for
certain “soft money” facilities. Bilateral aid has dedined significantly
e.g. US aid has dropped from US$45% million in 1985 to just over
155100 million,™ This decline in U5 aid is paralleled by a reduction

18 Crepgory §. Millman, The Pandal Crivan, Howe Rebel Curnoncy Laaders Overthinerr e
Frodd's Centra Sarks, Bew Yorks The Free Press, 1995,

1% Richard L. Bernal, "I05. Caribbean Felations ot the Dawn of the Twenby-First
Conbury” in Bichard L. Bermal, Andhony T. Bryan and Geotges A Fagriol, e
Uiruidped Simbesr gred) Carbibenry Strateaies. Three Assesumerds Policy FPipers an e
Americes, Vol, XH, Mo, 4, Washingtem DU Cernter For Strategic & hnbertational
Bhadies, April 16, 2004, pp. 315,
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in development assistance from the OECD couniries from 0.33 % of
GINE in 1990 $o 0.22 % in 20002

The actions of developed countries acting through the Organi-
zation for Economic Cooperation and Development (OBECD) to close
out the niche in the world economy to provide off-financial services
and tax differentials, which some very small developing countries
have mastered, is hostile. A few small developing economies have
been able bo compete in the global financial marketplace, the tradi-
tional preserve of the rich and powerful and are being penalized for
so called “harmful tax™ practices and inability to control money laumn-
dering, Truth be told, the notion of harmful tax competition is invalid
it a liberal world economy of sovereign states.

C. How the Future Has Changed

The future looks very different now than it did in 1990, In 1990 the
fisture for the Caribbean was one of coexdstence in a world economy
of interdependent economies, which in varying degrees exercised
sone amoumt of autonomy in national economic policy. Export pros-
pects seem assured because the principal exports of the region were
assured of preferential market acoess vnder the CBI, the Carib-Can
and the Lomé Convention. Staple agricultural exports were sold
under special arrangements e.g. sugar and bananas under specific
protocols linked to the Lomeé Convention and sugar under bilateral
quota arrangements with the United States. Development assistance
appeared to be on a settled footing accompanied by the prospects of
some action on some of the new inftatives in debt relief then being
advocated. MNew industries like tourism were growing, established
sechors sudch as financial services were flourishing and low-wage
labour-intensive mamafacturing such as apparel continued to show
vitality. Mineral industries in particular bawdte/alumina and eil/
natural gas were expanding production and attracting new foreign
investment. The threat of drug teafficking and the associated money
taundering and violence had not yet assumed the gargantuan pro-
portions which could undermine democracy and political stability.

20 Huenen Developmend Report 3002, New York: United Mations, 2002 p. 302,
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By 2002 the future was not what it was in 1990, it had changed
dramatically and into a less certain and more challenging fuhare.
Since 1990 the extent and pace of globalization had intensified con-
shderably consaquent on rapid changes in techmology and the emer-
gence of new technologies along with enlargement of corporate
entities and the amalgamation of national economies into trade blocs
with the erosion of sovereignty and the loss of the capacity for au-
tonomous economic policy. The developed countries are vigorously
pushing the dismantling of preferential trade arangements and reci-
procity has become the mantra of the advocates of the “new
economy”. Caribbean countries must now confront the growing
exposure to competiion in the global marketplace without the
benefit of an assured future for special commeodity arrangements
and while experiencing dedining development assistance flows.
Prospects for low-wage, labour-intensive manufachuring are not en-
couraging in view of labour-saving technological change and the
relatively high wages in CARICOM countries, The small firms of
the Caribbean are up against formidable competitors in the multi-
national corporations whose size and mergers and corporate alli-
ances are increasing their market deminanoe. In these droumstances,
adjustment Is inevitable but governments must realize that they
cannot rely on foreign aid flows to fund the development of infra-

structure, which will be central to the adjustment.

II. CARICOM SITUATION

The countries of the Caribbean are engulfed in a major economic
recession contributed to by exogenous factors notably the slowdown
in the world economy, even in the developed countries, and com-
pounding of this trend by the fallout following the terrorist attacks
en the US on September 11, 2001, Most economies have been experi-
encing little or no growth with serious problems in major traditional
export sectors especially bananas in the Eastern Caribbean islands.
Tourism in particular has been hard hit and is still considerably be-
low capacity utilization and substantial discounting. There is no
disputing the deleterious impact of external factors but that aside,
internal factors of both a short-term and struclural nature have been
among the causes, Most aspects of small size cannot be overcome by

development policy but the question is could the performance have
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been better and if so would these economies have been more resil-
ient to external shocks. For instance, the extended period of prefer-
ential trade arrangements, which undoubtedly contributed to
growth, employment and welfare but did the beneficiary countries
mmalee full use of the time fo restructure their economies and diver-
gify their exporls?

Senall size is an additional constraint on the process of devel-
opment. The small developing economies of CARICOM have
certain characteristics such as a high degree of vulnerability due to
the significant openness of the economy and extreme export con-
centration, small size of economic units, limited adjustment
capacity, income volatility and considerable dependence on trade
taxes. In particular the small size of economic units and indeed the
small size of the national market has limited the international com-
petitiveness of production of goods and services for both export and
the domestic market™

Firms from small countries are small by comparison with mul-
tinational corporations and firms in large economibes. Small firms
are at a disadvantage In the global marketplace because they cannot
realize economies of scale, are not attractive business partners, and
cannot spend significant funds on marketing, research and devel-
opment. Comparing 1996 todal sales of the largest national firms,
General Motors (US - $164 billion) is 9 times larger than Petrobas
(Brazil - 17 billion), which in turn is 35 times larger than Neal &
Massy (Trinidad & Tobago - 0.5 billion). Sales and employment of
some multinational corporations are larger than the GDP and popu-
lation of many countries. The average farm size in the US is 435
acres whereas 95 % of the farmers in Guyana have less than 50 acres
and 98 % of the farms in Jamaica are less than 25 acres.

Small economies have severe constraints on their material and
labor inputs both fn amount and variety, because of their Emited
land area and smail populations. These constraints prevent the at-
tainment of economies of scale for a wide range of products and

21 For moowe on this topic see Richard 1. Bormal, “Globalization and Somall Develop-
ing Countries: Chalienges and Opporfunities” in David Perety, Rursman Farisg
anud Hliawory [ Kisanga (eda.), Sl States v the Cobel Bapmarmy, London: Com-
meoeveeaith Secretariat, 2001, pp, 2951,
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lead to high unit costs of production. Small economies tend o have
& narrower range of domestic and export production because of the
small size of the market and the limited range of resources, Small
market size also tends to cause high costs because fhere is often a
lack of competition. In fact, in many instances the market can only
support a single product - i.e. a monopoly.

Small firms in small economies, especially small developing
economies, are at a disadvantage compared to large firms. Small
firms can attain nedther inbernal economies of scale (where unit cost
is influenced by the size of firm) nor external economies of scals
{where unit cost depends on the size of the industry, but not neces-
sarily on the size of any one firm). Small economies, and thereby
small industries {including export sectors), are unlikely to foster the
competitive dynamic necessary for firms in small economies to
achieve competitive advantage® Compefitive advantage iz maore
likely to ocour when the economy is large encugh to sustain “clas-
ters” of industries connected through vertical and horizontal rela-
tionships, Small firms in small, developing countries have severs
difficulties in attaining "economies of scope, e, economies obtained
by a firm using its existing resounces, skills and technologies to cre-
ate new products andfor services for export. Exposure to global
competition requires small firms to mvest heavily just bo survive in
their national market, and more so in order to export. Larger firms
are better able to generate new products and sources from existing
organizations and networks.

Granted the strictural problems that emanate from small size
and the negative impact of external events it must be admitted that
the economde situation of CARBOOM states reflects nertia in the
changing internal and external circumstances. There has been no
mew economic paradigm in the last quarter of a century. Put bluntly,
the economic crisis is also an intellectual crisis. In the colonial pe-
riodd the plantation cconomy was enforced and induced well into
mid-20" century by the British based on a paradigm that tropical
countries and non-white people were best if not only suited for the

23 Michael B Porter, Tie Competitive ddvantaee of Mibions, Mew York: Free Press,
1930, pp. F1-73,



198 SOCIAL AND ECONOMIC STUDIES

production and export of raw materials and unprocessed agricul-
tural products. They strenuously denied the feasibility of industri-
alization only for the import substitution industrialization paradigm
to dominate development policy in the 1960s and be vigorously
attempted by the newly independent states of the Caribbean. This
paradigm did not meet the aspirations for growth, employment
generation and investment and gave way to an indigenous para-
digm of state-led strategies in most counties, varying from the
Socialist-inspired to the authoritarian to state-led mixed economy.
This paradigm in turn coexisted with the paradigm of regional inte-
gration first mooted during the short lived West Indies Federation
of the late 1950s as a way of transcending the limits of industrializa-
tion in small economies but this has proven to have limitations. The
regional integration paradigm has remained the intellectual tem-
plate of economic policy since its inception and has been the un-
challenged foundation of economic thought of policymakers in the
CARICOM region. Little has been done to refashion and re-dimen-
sion regional integration as the West Indian Commission Report
suggested. Prahalad warns “If you want to escape the gravitational
pull of the past, you have to be willing to challenge your own ortho-
doxies”.” For example, regional integration and cooperation can
continue to contribute to Caribbean development but might be
strengthened by giving more attention to the corporate rather than
the almost exclusive focus on the governmental and becoming mar-
ket-driven and less state-directed.

III. IMPERATIVE FOR CHANGE

The world economy is not changing; it has already changed. The
only thing that is certain is change itself, and change at an exponen-
tial rate. The ability to discern changes, to adopt/adapt new
technology and rapidly reorganize will ultimately determine the
capacity to respond. Firms, governments and individuals must get
accustomed to the lack of permanence and not resist change but
recognize that it is unavoidable and represents challenge and

23 Cited in Rowan Gibson (ed.), Rethinking the Future, London: Nicholas Brealey
Publishing, 1997, p. 7.
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opportunity. The countries which succeed in the new globalization
are the countries which pursue “pro-active adjustment”, that s, they
adjust quickly, in anticipation of, and in response to global changes
in demand and technology. Those countries which pursue “reactive
adjustment”, that is, react to events, late and defensively, by focus-
ing on protectionism are not going to survive, and will not achieve
growth. Itis not possible in this new globalization to insulate pro-
duction or demand from global competition and changes. There-
fore, it is not possible for small developing economies to achieve
growth if they opt for the route of protectionism. There must be
pro-active adjustment, which improves competifiveness in the
global market place.

Small, developing economies are a parficular genre of economy
and therefore have particular characteristics, which affect their ca-
pacity to achieve sustained economic development.® Given the pro-
found changes, which are taking place in the global economy and
the speed of these changes, small developing economies must adapt
to this new environment. Successful adaptation can best be achieved
by a process of strategic global repositioning. This process involves
the formulation and implementation of a strategy of repositioning a
country in the global economy. An integral aspect of such a strategy
is the consolidation and improvement of existing production lines
while reorienting the economy toward new types of economic ac-
tivities for both the national and global markets. In most developing
countries, this involves structural transformation {not merely ad-
justment) to achieve economic diversification, in particular export
diversification.

IV. STRATEGIC GLOBAL REPOSITIONING

Strategic global repositioning * is a process of repositioning a coun-
try in the global economy by implementing a strategic plan. Sucha

24 Richard L. Bernal, “The Infegration of Small Economies in the Free Trade of the
Americas”, Policy Papers on the Americas, Vol IX, Study I, C5IS, February 2, 1998,

25 Richard L. Bemnal, Strategic Global Repositioning and the Future Economic Develop-
ment of fJamarica, North-South Agenda Paper No. 18, Miami: North-South Center,
Undversity of Miami, May, 1996,
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plan is designed to consolidate and improve existing production
while reorienting the economy by creating new types of economic
activities. Inmost small developing countries, this means structural
fransformation, not structural adjustment, to achieve economic di-
versification, in particular export diversification. The need for stra-
tegic global repositioning is derived from trends in the global
economy, and the composition of exports of smali, developing econo-
mies, which is skewed to primary products. Strategic global reposi-
tioning must be accompanied by policies which improve the com-
petitiveness and efficiency of companies, by creating a stimulating
entrepreneurial environment. Selective trade, fiscal and credit poli-
cies supported by medium term education, and technology policies
focused on “strategic sectors”, and close co-operation between gov-
ernment and the business sector contribute to the targeted develop-
ment of internationaily competitive industries. Market-orientated
and strategic state management, combined with the cooperation of
companies, government agencies, research institutions and funding
institutions can create dynamic competitive advantages. These kinds
of policies must be directed toward long-term strategies to mobilise
market forces, systematically develop efficiert world-market-stand-
ard firms and the marketing of the country as a joint government -
private sector strategy.®

1.  Vision and Mind-set

The conventional wisdom in development economics since the early
1950s has been industrialization as a strategy for transforming de-
veloping economies into developed ones. Small, developing coun-
tries have traditionally attempted a transition from agriculturaily
based economies, which export primary products to an industrial-
ized economy exporting manufactured goods. By nurturing infant
industries by protectionist measures, and incentives to foreign in-
vestment, economies were to become exporters of manufactured
goods, capitalizing on wage differentials between developed and
developing countries. However, few developing countries

26 Philip Kotler, Somkid Jatusripitak and Suvit Maesincee, 7he Marketing of Nations.
A Strategic Approach to Building National Wealth, New York: Free Press, 1997.
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succeeded in achieving this scenario, the most notable examples
being the “Asian Tigers”.

This, however, is not the disaster that it appears to be, because
countries with the necessary atiributes can switch to service-oriented
economies. The export of services can provide significant employ-
ment, investment and growth, given that services are the fastest
growing component of the world economy. Like industrialization,
this is not an option which every developing country can pursue.
Those Caribbean economies with the potential must move immedi-
ately to seize this opportunity or improve their competitiveness in
the existing service sectors. Improved efficiency in producer serv-
ices can contribute to lowering of costs in other sectors, which use
these services as inputs.

There must be both recognition of the need to change and a
willingness to innovate. Every process of adjustment begins with a
change of mind, outlook and attitude. This process of adjustment
will only commence in earnest when this occurs in both the public
and private sector and entrepreneurs dare to think the new and ad-
venturous. There has to be a paradigm shift, which should now be
possible since reality so clearly contradicts the viability of the en-
trenched paradigms. It can not be business as usual, governments
have to rethink the tenets of past development policy and find inno-
vative techniques to improve the efficiency of their operations i.e.
re-inventing government.” The private sector has to be innovative,
it can no longer decide to produce a good and then attempt to sell it,
it must start by ascertaining what the market wants and set about
producing it and delivering it at a competitive price. Nor can it ex-
pect to produce the same good for long periods of time, in fact the
revolution in communication, transportation and information tech-
nologies has shifted the balance of power in favour of the consumer,
therefore, the firms that succeed are those which quickly and con-
tinuously improve products or create new products.®

27 David Osborne, Reinventing Governunent: Entrepreneurial Spirit Is Transforming
the Public Sectar, New York: Addisen-Wesley, 1993.

28 Robert B. Reich, The Future of Success: Working and Living in the New Economy,
New York: Vintage Books, 2000.
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2, Stable Macroeconomic Bavironment

Itis essential that stability in macro-economic policy be sustained in
the medium term providing an environment that is predictable and
therefore conducive to investment and minimizing dislocating ex-
pectations. Macro-economic policy instruments such as fiscal policy,
monetary policy and exchange rate policy must be applied in a con-
sistent manner and complemented by an institutional framework,
which facilitates private sector-led, market-driven growth? Gov-
erniments need to maintain competitive exchange rates and exercise
fiscal discipline but this does not preclude a developmental role for
the public sector in support of the private sector. The extent to which
the government facilitates the operation of the market and the
activities of the private sector depends on the quality of its bureauc-
racy. While regulation is necessary excessive bureaucracy and ineffi-
cient public sector operations impede private sector efficiency. A good
market economy requires a good private sector for which a good
public sector is a necessary but not sufficient condition.

1t is important that small, developing countries mobilize capi-
tal, technology, and the human skills necessary for effective compe-
tition in the world economy. These inputs, which are necessary to
development, can be garnered in the global marketplace, provided
the national economic environment is attractive. A critical compo-
nent of the national economic environment is a stable institutional
framework, which is consistent with current global standards and
practices e.g,, intellectual property rights. Well established prop-
erty rights,® efficient formal institutions and the reduction in
government bureaucracy can release entrepreneurial energy and
capital from the informal sector,* which has become significant in
several Caribbean economies. Regulatory systems need to be less

28 DaniRodrik, mﬁwm}m?mdmﬁqp&g&mﬂﬁwjﬁh}g@m
Work, Washington, D.C.: Overseas Development Council, 1995,

30 Douglas C. North, Institutions, Institutional Change and Feonomic Performance, Came
bridge: Cambridge University Press, 1990, and Douglas C. North and R. Thomas,
The Rise of'the Western World. A New Economic History, Cambridge: Cambridge
University Press, 1973.

31 Hernando de Soto, The Mystery of Capiital: Why Capitalism Triurmphs in the West
and Fails Everywhere Efse, New York: Basic Books, 2000.
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complex, more transparent and more easily accessible. A critical com-
ponent will have fo be a change in the culture in the public sector
from one of problems with every solution to solutions to every

problem.

3.  Competitive Exports

The outlook for the demand and prices for raw materials, and
primary products is not encouraging. Raw materials, primary prod-
ucts and agricultural products have a history of fluctuating prices,
declining terms of trade against manufactured goods and are
encumbered by protectionism such as tariff escalation and put at a
disadvantage by subsidies and domestic support in developed coun-
tries. Given that the outlook is so discouraging it is important that
exports become competitive in price and quality. Caribbean coun-
tries are not at the lower end of the wage spectrum and must expect
the low-wage jobs to bypass them. In these circumstances many pro-
ducts in which the Caribbean was competitive may no longer be
viable options or there will have to be a major effort to remain com-
petitive. The solution is a combination of increased productivity,
product innovation,” and the penetration or creation of niche mar-
kets. Inmovation, productivity and competitiveness are increasingly
determined by the generation of new knowledge or by access to and
processing of information. Small, developing economies must seek
to create a technologically advanced, information-based society, and
keep up with customization and “informationalization” in such key
sectors as apparel.

a  Diversification

There must be a willingness to look beyond traditional economic
activities to financial services and to the new dynamic sectors in the
global economy e.g. microelectronics, biotechnology, telecommu-
nications, robotics, and informatics. The transition from low-wage,

32 For a discussion of innovation in the tourism sector see Auliana Poon, “Flexible
Specialization and Small Size: The Case of Caribbean Touriswy, Waorld Develop-
amené Vol. 18, No. 1 (19590) pp. 109-123.
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labour-intensive activities to technology and information intensive
activities will depend on the quality of human resources. The
workforce will have to be more skilled, knowledge-oriented and
capable of adopting new technology. Management, production and
decision-making will have to be “informationalized”, Export firms
will have to develop the capacity to respond quickly to changes in
demand in existing and new markets, in particular, the world
economy.

Service activities are the fastest growing items in world trade
and in the US economy, the Caribbean’s largest trading partner. The
prospects for the export of services, especially to the United States
are very encouraging. The services sector is estimated o provide
one-half of all new jobs in the United States and these jobs are rela-
tively high-wage and environmentally safe. Many of these jobs, e.g.
data processing and accounting can be undertaken in smali, devel-
oping countries given wage differentials and communications tech-
nology.

The need to focus attention on the expansion of services for
the global market should not diminish attention fo other sectors and
products. While the opportunities for further industrialization are
not as propitious for the manufacturing sector, they should not be
abandoned at the expense of services. The substitution of one pana-
cea for another would be defrimental. What is required is balanced
development, emphasizing diversification of exports. This in effect
means consolidating existing industrial production, improving cost
efficiency, enhancing and maintaining the quality of existing min-
eral processing, agro-industrial, and manufacturing exports. It is also
important to expand existing services e.g. tourism and data process-
ing, which have attained international standards in productivity and
are competitive in the global market place. Undoubtedly, there will
be some new manufacturing industries in which small developing
economies can successfully participate. The fundamental point is
that industrialization is not the panacea it has been assumed to be
and the focus of economic strategy should be shifted to place em-
phasis on the development of services for sale to the global economy.
{i) The high cost of health care in the developed countries makes
it cheaper for individuals to travel to other countries for treatment
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e.g. from the USA to Mexico,® the northern Caribbean and parts of
Central America. With its proximity to the USA, the standard of
health care and the quality of its medical professionals, health care
is a major new opportunity.”

(ii} ‘Thereisa growing trend for persons in developed couniries to
retire, particulatly to developing countries with warm climates be-
cause their income purchases more abroad than in the USA. The
market for retirement facilities will increase sharply in the next
twenty years. The small, developing countries in close proximity to
the developed countries year-round warm weather, and relatively
lower wage levels constitute an environment suitable for the devel-
opment of retirement communities. A decisive shift in population
structure in developed countries has already occurred. Approxi-
mately 9.2 % of the population in these countries was over 65 years
old in 1960, and this is projected fo reach 20.2 % in the year 2020.
Over the next 50 years, the global population over 65 years old will
increase by 1 billion, nearly 50 % of total global population growth.*
1£ 3 % of the 100 million old persons in OECD countries retired to
developing countries it could result in annual expenditure of $30-50
billion and $10-15 billion in medical expenditures.®

(iif) With its relatively less expensive expertise, India is becoming
a leader in informatics and the export of computer software. The
industry has continued to grow rapidly, with 60 % of exports going
to the United States and almost 160 out of the Fortune 500 compa-
nies outsourced their software requirements to India. Several US
companies have set up back offices in Ireland reducing their wage
bill across the US.

33 Jorge Augusto Arredondo Vega, “The Case of the Mexico-United States Border
Area” in Simonetta Zarrilli and Colette Kinnon {eds.), International Trade In Health
Services; A Development Pesspective, Geneva: UNCTAD and World Health Organi-
zationy, 1998, pp. 161-174,

34 Alvin G. Wint, “International Competitiveness and Rare Tradeables; Assessing

the Jamaican Health.System”, Social and Boonomic Studies, Vol. 51, No. 3 (Septem-
ber, 2002), pp. 1-26.

35 Peter G. Peterson, Grey Dawn: How the Coming Age Wave Will transform America
and the World, New York: Times Books, 1999, p. 13.

36 Global Economic Prospects and the Developing Countries, Washington DC: World
Bank, 2002, p. 76.
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(iv) Some smail, developing economies that have the right factor
mix, lower wages and access to markets in major industrial
countries can exploit niches in the world economy, provide finan-
cial services and be the sites for back-office operations such as data
processing and accounting. The Bahamas, Barbados and the Cayman
Islands have been successfully involved in offshore financial
services” based on comparative advantage.

{v) The entertainment industry is one of the fastest growing sec-
tors of the world economy. Music from the Caribbean countries has
enormous potential for earning foreign exchange but the potential
earnings from reggae, soca and calypso music have not been fully
realized. Carnivals in Trinidad and other Caribbean islands are
already a major industry with global demand, linkages and spin-
offs. Film-making also has significant potential, as a series of recent
productions have demonstrated that a Iot more needs fo be done to
encourage this lucrative indusiry e.g. an aggressive campaign to
attract film companies and productions.

{vi) There are good prospects for the export of university level edu-
cation particularly by distance teaching and the Internet, Caribbean
citizens and their descendents constitute a market atleast as large as
the domestic market. To date foreign universities have supplied
medical and veterinary university education from locations in
Crenada and St. Kitts.

b Revitalizing Traditional Exports
Defensive adjustment policies, including protectionism, which has
as its objective the preservation of industries or the retention of as-
pects of production that can be accomplished at a lower cost in other
countries is self-defeating. In the short run, it reduces competitive-
ness of exports and provides higher priced goods to the national
market, reducing demand and increasing inflation. In the long run,
entrepreneurs will find ways to import cheaper alternatives and will
relocate uneconomic aspects of production in other countries in

37 Esther C. Suss, Oral H. Williams and Chandina Mendis, Caribbean Offshore Fi-
nancial Centers: Past, Present and Possibilities for the Futare, IME Working Paper
WP/02/88, Washington DC: International Monetary Fund, 2002.
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order to retain international price competitiveness and national
market share.

Traditional sectors in export agriculture can be revitalized by
improving the quality and price competitiveness of export staples
like sugar, bananas and coffee. The export opportunities of the tra-
ditional sector have not been exhausted, but require some imagina-
tion and innovation. First, attention must be seriously devoted to
transforming these industries from exporting commodities in their
unrefined or least processed form to using the output as an input in
a product with higher value added. For example, maybe the sugar
industry should be a cane industry supplying not raw sugar but
inputs for a brand name rum industry and bananas for banana chips
instead of as a perishable fruit. Secondly, change the product to meet
demand in new markets e.g. organic “brown” rice, organic bananas
exported to markets where there is a growing demand for organic
food and blended fruit juices instead of orange juice. Thirdly, devel-
oping new products, which utilize the existing resources, for exam-
ple, land, labour and infrastructure displaced from banana cultiva-
tion might be switched to orchids, exotic horticulture, and “tropical
boutique agriculture”.® Fourthly, marketing is a critical factor in
repositioning an established product, which is difficult to differen-
tiate. If Kiwi fruit, an ugly, tasteless fruit of dubious nutritional value
can be marketed so can some of the traditional agricultural items of
the Caribbean. Ironically while the banana industry is wilting, sales
of bananas in the UK have increased by 150 % in the last 17 years
while fruit sales in general have risen by only 15 %. Fifthly, the
maintenance and development of brands such as Appleton, Mount
Gay and El Dorado in the rum industry provide higher returns and
customer loyalty.

Although tourism is a traditional export, it is one of the fastest
growing sectors of the world economy. Tourism in the Caribbean
accounts for 25 % of the region’s Gross Domestic Product (GDP) and

38 A.Reyes-Pacheco, An Opiion for Caribbean Agriculture Development: Tropical Bou-
tigue Agriculfure, Kingston: Infer-American Institute for Cooperation on Agricul-
ture, May, 1992.

39 Robin McKie, “Britain goes bananas over its favourite fruit”, Guardian Weekly,
July 25-31, 2002, p. 25.
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20 % of employment generated by 32 million tourists who spend
almost $18 billion® While in many respects the Caribbean is pro-
ducing a world-class product and has some world-class firms, the
industry is not without problems* and it must diversify if tourism
is to continue to grow into the twenty-first century. Diversification
could include new products” such as health tourism®, eco-tourism,
tourism geared to older travelers and cultural and heritage
tourism.*

Many governments need to disabuse themselves of the notion
that industrialization is synonymous with development. This was
the prevailing wisdom in development economics during the 1950s
and 1960s but has proven not to be the engine of growth it was made
out to be, indeed the export of manufactured goods is not a feasible
growth strategy for many small, developing countries either because
it never was or because it no longer is viable, Apparel is a low skill,
low wage activity and hence it is highly mobile internationally as it
moves to where wages are lowest. Therefore, while it was a country
industry at one time in the Caribbean, it may very well be an indus-
try whose time has come and gone, gone to lower wages in Central
America, Africa and Asia. Where the conditions for a manufactur-
ing industry are propifious as in Trinidad it is a valuable export
sector and should be pursued with enlightened vigour. However

A0 Caribbean Tourism Statistical Report 1999-2000, Barbados: Caribbean Tourism
Organization, 2001, and Caribbean Group for Cooperation in Economic Devel-
opment, 4 Study to Assess the Economic Impactof Tourism on Selected Caribbean
Countries, The World Bank, May 1996.

41 Anthony T. Bryan, Caribbean Tourism: gniting the Engines of Sustainable Growth
North-South AgendaPaper No. 52, Miami: North-Sotth Center, University of Mi-
ami, November, 2001,

42 Chandra Jayawardena, “Future Challenges for Tourism in the Caribbean”,
Social and Feonomic Studies, Vol 51, Ne, 1, March, 2002, pp. 1-23.

43 M Hufi-Rouselle, C.5. Shepherd, R. Cushman, §. Imrie and J. Lalta, Prospects for
Health Tourism Exports for the English-Speaking Caribbean, Washington DC:
World Bank, 1995, and Anne P. Crick, “A Competitive Analytical Approach fo
Health Tourism in Jamaica”, Social and Fconomic Studies, Vol. 51, No. 3 (Septem-
ber, 2002) pp. 131-149.

44 Keith Nurse, “Bringing Culture into Tourism: Festival Tourism and Raggae

Sunsplash in Jamaica”, Social and Ecanomic Studies, Vol. 51, No. 1 (March, 2002}
pp. 127-143.
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those countries where conditions are not as favorabie can still find
opportunities e.g. the 20 most market-dynamic products during the
period 1980-1998 including a number of products which do not re-
quire “rocket science” such as perfumery and cosmetics, leather
goods, elecirical machinery, and undergarments, knitted and
textile®

4. Improving Productivity

Globalization necessitates continual improvements in productivity,
in particular, attention will have to be given to increasing labour
productivity, improving managerial capacity and upgrading infra-
structure.

a.  Management
Achieving and maintaining international competitiveness will re-
quire improved and innovative management. Managerial capacity
has improved in recent years, but there is a need for further im-
provement, particularly in the public sector. In the short run, mana-
gerial capacity can be upgraded by importing skilled managers and
other professionals. This need not mean that foreigners, unaware of
the country’s culture and traditions take over top managerial posts.
There are more than enough skilled overseas-based Caribbean pro-
fessionals who under the right circumstances would be willing to
return home. Countries mustno longer be viewed as physical places
but as a “nations without borders.”

in a business environment, characterized by frequent changes
requiring rapid responses, the relationship between management
and workers will have to be harmonious, if productivity is to be
increased. The interaction within the work place will have to be
more cooperative, permitting more dialogue between labour and
management, and innovation encouraged. These developments will
require trade unions to expand their traditional role beyond wages

45 Trade and Development Report, 2002, Geneva: United Nations, 2002, pp. 54-58.

46 AlvinC. Wint, Managing Towards Infernational Competitiveness: Cases and Lessons
from the Caribbean, Kingston; Ian Randle, 1997.
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and working conditions to include employment creation/preserva-
tion, education/training, and ownership participation.

in the long run, upgrading the managerial capacity will re-
quire a re-orientation of post-secondary education to emphasize
sciences, management, accounting, computer programming, and alt
aspects of modern technology. University level education will have
to be significantly expanded.

b Labowr

Increasingly, the world economy will be dominated by knowledge-
based industries, especially services, making the quality of human
capital a critical factor. The productivity of workers must be up-
graded, and this requires improvement in the quantity and quality
of education. This has to be pursued both within the individual
enterprise and in the society as a whole, by putting an emphasis on
vocational training and on-the-job education. Productivity can also
be improved by social partnerships based on tripartite dialogue
between the private sector, governments and organized laboux.”

Much of the human capital of the Caribbean resides outside of
the region and every effort must be made to utilize it. There are a
variety of options including but not confined to repatriation, for
example tapping specialized expertise via e-mail and short term
consultancies. Justas incentives and special programs exist for for-
eign investment, similar schemes must be established to induce over-
seas nationals with professional skills to return home, It might even
be necessary to run an advertising campaign to attract skilled for-
eign professionals. Returning professionals and entrepreneurs have
spearheaded several of the new growth sectors, e.g. computer hard-
ware and software.*

47 For a review of such arrangements in the Caribbean see Samuel J. Goolsaran,
Caribbean Labour Relations Systems: An Overview, Port of Spain; International
Labour Office, 2002) pp. 2440,

48 Joyce Barnathan et al, “Passage Back to India”, Business Week, July 17, 1995, pp.
44-46.



Motes and Commenis 211

c Infrastructure

There is an urgent need to improve the extent and quality of physi-
cal infrastructure such as roads, irrigation, electricity, and telecom-
munications in order to reduce the operating costs of firms in all
sectors. Telecommunications infrastructure now requires a quanti-
tative leap in anticipation of increased demand and must be state-
of-the-art technology. The improvement in infrastructure must
focus not only on modernization but must take cognizance of the
need to close the gap with developed countries. Under the right con-
ditions, much of the required expansion in physical infrastructure
could be financed by private capital, including foreign capital.

d  Technology

Inadequate international marketing has been a severe constraint on
exports, although there are some sectors, which have achieved so-
phisticated levels of marketing, e.g. tourism. Insome instances these
weakness has been obviated by strategic corporate alliances, mar-
keting agreements and sub-contracting. However, much canbe done
with new marketing technologies®, in particular, interactive elec-
tronic marketing, such as on-line services, Internet-based retailers,
multimedia kiosks, interactive home shopping programs over cable
and satellite and TV networks. These formats allow the consumer to
purchase by telephone or computer and pay by credit card, while
allowing the retailer reduced costs of storage and display areas for
products. The number of Internet users is estimated to be over 1
bilkon.

Some of the new technologies such as electronic commerce ie.
business conducted on the Internet and other networks based on
data inter-change systems, can be used to alleviate or overcome the
disabilities of small size of firms.® The advent of E-commerce has
and will fundamentally affect the way economic activities are con~
ducted in financial services, telecommunications, entertainment,
tourism and various other services.

49 “Reinventing the Store”, Business Week, November 27, 1995, pp. 84-96.

50 A.Golsteinand D. O'Connor, E-Commerce for Development. Prospects and Policy
Issues, Paris: OECD, 2000,
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a Investmenit

The world is awash in capital as is evident in the flows to Latin
America and the Caribbean during the period 1990 to 2000 when
net foreign direct investment inflows as a percent of GDP rose from
0.7 10 3.9 %. In several of the smali, developing countries of the Car-
ibbean net foreign direct investment has increased as a percent of
GDP during the last decade i.e. the Bahamas, Jamaica, Trinidad and
Tobago, Grenada and Guyana.” The mobilization of private foreign
investment can supplement and expand on domestic savings to raise
the overall leve] of investment, Creating and maintaining a stable,
predictable and open economic environment can facilitate success-
ful business, promote domestic investment and attract private for-
eign investment. With the “right” policies the CARICOM countries
can garner foreign capital, skills and technology to complement na-
tional resources to ensure economic development.

5.  Strategic Corporate Alliances.™

In today’s global economy, capital has no nationality, indeed even
bitter political differences and economic rivalry have been swept
aside by strategic corporate alliances. Small size puts exporting firms
at a severe disadvantage but collaborative corporate strategic alli~
ances or mergers can provide a larger capital base, expand resources,
pool expertise and introduce new technology® Some firms and fi-
nangcial institutions from small, developing countries have become
multinational corporations, but these like the rest of firms in small
developing economies are small by global standards. A merger
movement would make firms larger, more viable and more attrac-
tive joint-venture pariners with foreign investors. This is critical,
for exporters which are small compared to the multinational

51 Human Development Report 2002, New York: United Nations Development
Programme, 2002, pp. 203-206.

52 JosephL. Badaraco]r., The Knowledge Link: How Firms Compete through Skhategic
Alliances, Boston: Harvard Business School Press, 1991, and Martin K, Starr,
Global Corporate Alfiances and the Competitive Fdge New York: Quorum Books,
1991,

53 Agmon Tamir and Richard L. Drobnick {eds.), Small Firms in Global Compefition,
New York: Oxford University Press, 1994,
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corporations against which they have to compete in the world mar-
ket and major export markets like the United States and Europe.

6. Planning

Strategic planning requires: (a) a process of continuous dialogue and
interaction between the leadership of the private sector, the public
sector, the trade unions, and sodal sectors. This can be augmented
by inputs from individuals and organizations abroad. (b) close and
continuous cooperation between the leadership of these sectors is
essential in order to effectively formulate strategic planning and tar-
geted implementation. What is needed is a marriage, which har-
nesses the vision and expertise of all sectors. This cooperation has
been a critical factor in the economic success of Japan and the newly
industrialized countries of Asia, particularly, private-public sector
synergy and the allocation of decisions between the market and
public administration.®

7.  Overcoming Xenophebia

Many elements in the public and private sectors need to overcome
xenophobia. The preoccupation with national ownership is myopic
and the apprehension about foreigners coming in and taking jobs is
exaggerated. The Caribbean must abandon this mentality and worry
less about ownership, and be more concerned about where value is
added, why reinvestment occurs and how jobs are created. Foreign-
ers coming inand finding employment should not be cause for worry,
because people and investment from abroad create economic activ-
ity, they do not deprive locals of jobs or economic opportunities.
The Caribbean has to overcome xenophobia and participate in the
global economy, not in a defensive and reluctant way, but with a
creative and opportunity-seeking approach.

54 Robert Wade, Governing the Market, Economic Theory and the Role of Govermment
in East Asian Industrialization, Princeton: Princeton University Press, 1999,
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8. Re-invigorating Regionalism

There is an urgent need to complete the process of regional integra-
tion by implementing the Single Market and Economy so as to real-
ize the benefits of a common market, provide the basis for common
regional positions in external negotiations and provide a prepara-
tory experience for exporters prior to full exposure to global com-
petition. However, the implementation of many aspects of the re-
vised Treaty of Chaguaramas is uneven and very delayed, for ex-
ample, hittle or nothing has been achieved on intellectual property
rights, competition policy and government procurement. Harmo-
nization of company law, customs procedures and macroeconomic
policy have not been earnestly attempted. A common currency and
a regionat airline are hardy perennials, which are recited at every
opportunity. National implementing legislation does not yet exist to
remove restrictions on the movement of capital and trade in serv-
ices. The much-heralded common external tariff is a labyrinth of
exceptions and derogations.

Even if the single market and economy is completed it may
still not be sufficient to create a market which is large enough to
aliow firms o attain economies of scale and governments to pool
resources for provision of common services. Serious consideration
must be given to widening CARICOM’s membership to include the
rest of the Caribbean, including Cuba and possibly Central America
to make CARICOM a much larger economic space and thereby in-
crease the possibilities of realizing economies of scale. Widening
cannot be pursued to the detriment of the deepening of the integra-
tion movement but both must be pursued simultaneously in a care-
fully calibrated manner.

The integration process is in imminent danger of being over
taken by external developments associated with the intensification
of globalization. Unless meaningful action is taken CARICOM could
change from an externally vulnerable integration process™ to an ex-

55 William Demas, West Indian Development and the Deepening and Widening of the
Caribbear Community, Kingston: Tan Randle, 1992,

56 Richard L. Bernal, "CARICOM: Externally Vulnerable Regional Hconomic
Integration” in Roberto Bouzas and Jaime Ros (eds.), Economic Integration in the
Western Flemisphere, Notre Dame: University of Notre Dame Press, 1994, pp. 171-
2602,
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ternally driven integration process. Enhancing the internal dynamic
of integration must be enhanced by complementing the removal of
market barriers by corporate integration. The integration process
engineered by governments must be accompanied by corporate in-
legration. Governments should promote the movement of capital in
the region, as well as facilitate mergers and strategic alliances of
Caribbean-owned corporate enterprises.

9.  TradePolicy

The trade policy, which is now in place, is, unfortunately, largely
externally driven. The region continues to scramble to react to the
development of a trade agenda, which is set outside of the region.
The region must take the initiative and be pro-active rather than the
current reactive approach. Currently external developments dictate
the agenda for the trade policy, the region reacts to that and implicit
in that reaction is conforming to a development strategy. The region
must reverse this process so that there is a development strategy,
which precedes, informs and is serviced by an external trade policy.
A regional cooperative approach is best and that process has begun
with the Regional Negotiating Machinery. CARICOM must shed 20%
century ideas if it is to mediate the encounter with globalization, in
particular, it must find a balance between unconditional free trade
and special and differential treatment for small, developing econo-
mies. There must be consideration for small, developing economies
and firms in these economies, which are all small by global stand-
ards. Stich a demand is neither unprecedented nor unreasonable since
every government makes provisions for small farmers and small
businesses by tax concessions, special loan programmes, technical
assistance, quotas efc but no such countervailing measures are avail-
able at the regional or global levels. Therefore sensitivity to the dif-
ficulties faced by small firms must be codified into the trade agree-
ments themselves.

A regional approach is the most efficacious way to proceed
because it economizes on the cost to the countries of the region by
pooling scarce skilled human resources and sharing representational
duties. A cooperative regional approach also increases the leverage
of small states because by operating as a single unit they increase
their critical political mass. The Caribbean Regional Negotiating
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Machinery gives effect to this approach to external trade negotia-
tions.

1tis imperative that the process of adjustment must commence
immediately and cannot be allowed to await the completion of the
various trade agreements. The adjustment process can start before
the trade negotiations are completed because the negotiations,
whether in the WTO or between the EU and the ACP or the FTAA,
or in bilateral agreements such as the Dominican Republic and
CARICOM, all entail basically the same elements and principles and
these emanate from the process of globalization which is driving in
one form or another, the trade liberalization agenda.

10. International Alliances

Involvement in international alliances will continue, however, ex-
isting alliances need to be kept under continuous review with a will-
ingness to adjust and even change them where circumstances war-
rant such action. A re-evaluation must be conducted of the tradi-
tional assumption that there is third-world solidarity, or a develop-
ing country alliance but there are not such wide differences. The
region needs to rethink foreign policy and strategic alliances to serv-
ice its economic agenda and external trade objectives. For example,
smallness is a major issue because as globalisation takes place, not
only do corporate units enlarge but also national economies merge
and become large economic blocs. In this regard there is an issue of
smaliness. It threatens not only small economies and firms in small
economies, but also small and medium-sized enterprises in devel-
oped economies. There may be an alliance which transcends the old
north-south and south-south axes, in which small entities can find
common ground in dealing with multilateral rules, transitional cor-
porations and globalization. These would involve a constituency
which spans the developed countries and the developing countries.

V. CONCLUDING REMARK

Given the current trends in globalization, small, developing coun-
tries in the Caribbean, need to immediately implement a process of
strategic global repositioning. The history and recent developments
demonstrate that the Caribbean has the capacity to successfully for-
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mulate and implement a process of strategic global repositioning.
The critical requirement for the adjustments and structural trans-
formation necessary for economic development in the 21* century
is skilled human resource. The Caribbean has more than enough
human capital, both in quantity and quality, a fact that is obvious if
the Caribbean is understood as a nation without borders, or as a
transnational society and economy consisting of the homelands and
the diaspora. The capital, technology and other resources, which
must complement the human resources of the region, can be gar-
nered from the global economy by establishing and maintaining the
kind of economic environment, which is conducive and indeed at-
tractive to such inflows.

There is a tradition of excellence that is evident in many of the
goods and services produced by the region, in particular those which
are unique and world renowned such as Jamaica Blue Mountain
coffee, Demerara rum and Angostura bitters. The ability to compete
in highly sophisticated industries such financial services, steel, natu-
ral gas, bauxite and tourism demonstrate that there is a capacity to
be internationally competitive. The Caribbean has world-class prod-
ucts and world-class firms, for example, 48 of the world’s 100 best
all-inclusive hotels are in the Caribbean, and 17 of them are in Ja-
maica.”

The Caribbean has produced people who have attained the
highest levels of human achievement in every field of endeavor from
sports to the arts. Societies which have produced the likes of Marcus
Garvey, Arthur Lewis, Derek Walcott and Bob Marley, can meet any
challenge. The Caribbean people having overcome slavery and co-
lonialism can cope with the constraints of small size and meet the
challenges of globalization. The future is not what it was but we
must not see things as they are and ask why, but see things as they
could be, and set about achieving that envisioned future.

57 John Issa and Chandra Jayawardena, “All-Inclusive Business in the Caribbean”,
in Chandra Jayawardena (ed.), Caribbean Tourism: People, Service and Hospitality,
Kingston: Ian Randle, 2002.





