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ABSTRACT

This paper seeks to provide a Caribbean Developmental State framework. It is recognised that the pub-
lic sectors of many countries have undergone changes sincethe 1980s, as governments try to respond
to the challenges of the new millennium. Recent years have seen wider -ranging reforms than any other
period of the 20" century, although both the pace and extent of these reforms are greater in some
countries thanin others.

Thus, states require an alternative. They need to have strong policy instruments which will enable them
to plan and finance their strategic goals such as job creation, higher mass living standards, R&D, in-
dustrial competency, environmental protection, etc. This re-tooling of state policy-making requires a
re-thinking of the form of government intervention and, especially, an emphasis on its ‘modern’ devel-
opmental role. Thisisa crucial challenge today facing countriesin general, and Caribbean idandsin
particular.

The argument of this paper is as follows. The first part summarises past development efforts in the
Caribbean. The second section examines an ingtitutional system which appears to have been used with
enormous success but, unfortunately, has been neglected in the region —the “ Developmental State”:
the case of state which takes on a central developmental role in the economy without directly owning
most of the productive assets. The third section seeks to chart the “ Caribbean” Developmental State
framework. The final part of the paper identifies key strategic requirements and offers alternative pa-
icy recommendations, which the Developmental State approach implies and suggests.
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1. Introduction

The political economy of development in the Caribbean is characterised by trade relations that take place
in a highly monopolised globa market; policy issues which serve the interests of transnational corpora-
tions and are influenced by multilateral agencies, a lack of focus and clear policies; and, “pork barrel”
policies and interference by the political directorates. Foreign capital controls the islands productive
structures —and particularly the most dynamic sectors of their economies-, repatriates a high volume of
profits, and benefits very narrow sectors and activities. Technological-industria dependence has been
consolidated, and export production is determined by demand from the main hegemonic centres. Foreign
financing has become necessary in two forms: to cover the existing deficits, and to “finance” devel opment
by means of loans. Caribbean nations encounter unyielding domestic obstacles to their self-determined
sef-sustained growth, which lead to the accumulation of deficits.

Against this general background, tourism industry is being seen not just as an economic activity capable
of creating income and jobs for the idands inhabitants and earning important foreign exchange, but as
one of the most promising sectors for their future economic growth. However, tourism has further sub-
jected Caribbean nations to outside dependence. The result of this dependence makes Caribbean econo-
mies vulnerable and more susceptible to externa shocks, as well as more dependent on foreign exchange
(Higgins 1994 5).

The argument of this paper is as follows. The first part summarises past development efforts in the Carib-
bean. The second part examines an ingtitutional system which appears to have been used with enormous
success but, unfortunately, has been neglected in the region —the “ Developmental State”: the case of state
which takes on a central developmental role in the economy without directly owning most of the produc-
tive assets. The third section charts the “ Caribbean” Developmental State framework. The final main part
of the paper identifies key strategic requirements and offers aternative policy recommendations, which
the Developmental State approach implies and suggests.

2. Past Caribbean Development Efforts

This section discerns four broad phases in Caribbean development since the end of World War 1I. The
firgt phase, the 1950s and 1960s, was characterised by the advocacy of the modernising potential of indus-
trialisation and economic diversification as a means of overcoming the traditional Caribbean problem of
dependence on agriculture, and created expectations that other economic benefits would aso follow. In
some countries, the emergence of modern export industries in the mineral sector was a strong sign of this
development thrust.

The theoretical insights underpinning this strategy were provided by W. Arthur Lewis who saw industri-
disation as an essential part of a programme for agricultural progress by providing new jobs.' From this



point of departure, Lewis sought to set out a policy of industridisation for the Caribbean designed to
overcome the dua problems of markets and resources. the region was short of capital, industrial power
was expensive and the available raw material base limited, but wage rates were low by the standards of
the devel oped world. Many favourable industries were based not on the use of loca raw materials but on
the processing of imported inputs. Y et, the small size of individual domestic markets necessitated the es-
tablishment of aregional customs union as an essential prelude to any vigorous policy of industriaisation
(Payne and Sutton 2001: 3).

For Lewis, industrialisation was like a “snowball”: once started, it would move of its own momentum and
get bigger and bigger as it went along. But regiona import substitution would account for only a small
part of the industrial output necessary to generate full employment; export-oriented industrialisation was
the main requirement. To attract foreign manufacturers (and therefore get the snowbal rolling), Lewis
recommended the implementation of a package of investment incentives modelled upon the Puerto Rican
experience. Eventually, the inflow of foreign investment would produce sufficient profits, generate suffi-
cient local savings, and transmit sufficient skills to local people to set in motion self-sustaining growth
(Payne and Sutton 2001: 4).

Lewis prescription for industridlisation had an immediate impact on newly-emerging Commonwealth
Caribbean nations. Indeed, foreign capital responded to the entreaties of the region’s governments and
flowed into the area in substantial amounts, bringing in its wake several manufacturing industries. By
1967, manufacturing contributed 15% of the GDP in Jamaica and 16% in Trinidad, while the figures for
Guyana and Barbados were 13% and 9% respectively.? However, the industries established were only
“fina-touch” firms, were based on the assembly of imported inputs, had relatively little value added, and
generally failed to penetrate export markets. Furthermore, the industries that were set up produced few
jobs, had often limited commitment to local development, and were finding it profitable to move their
operations to other locales offering new or better packages of inducements and conditions.

The other new industry into which the Caribbean moved in a major way in the 1950s and 1960s was tour-
ism. In some idands, tourism was heralded as the road to prosperity even though this sector was vulner-
able to vagaries of world markets and the international political economy. As the industry was geared to
the affluent North American (and, to a lesser degree, European) societies, it was able to compete only by
maintaining high standards of accommodation and hospitality. This required reliance on foreign capital
and imports, especialy of food, and brought about inflated import bills and profit repatriation. To a con
siderable extent, therefore, tourism became an enclave within the Caribbean economy having few link-
ages with, and contributing little to, the development of other sectors.

Overall, as the Commonwealth Caribbean Regiona Secretariat admitted in 19723



“[The post-war era of growth represented] a continuation of the centuries-old pattern of West Indian economy
—growth without development; growth accompanied by imbalances and distortions; growth generated from
outside rather than within; growth without the fullest possible use of West Indian manpower, entrepreneurial,
capital and natural resources; growth resting on a foreign rather than indigenous technological base; and
growth accompanied by imported consumption patterns”.

As these weaknesses of the modernisation view were being exposed and debated by the region’s govern-
ments and advisers, radical scholars emphasised the dependence of the Caribbean economy on hegemonic
centres for: markets and supplies, transfers of income and capital, banking and financia services, business
and technical skills, and even for ideas about themselves.* In the late 1960s and early 1970s, these in-
sights grew into a whole school of thought characterised by the theory of plantation economy. The bulk of
the explanation had come from systematic examination of the instruments that control the Caribbean
economies, which brought about a lack of capacity to manipulate the operative elements of the economic
systent, and multiple “underdevelopment biases’ of plantation agriculture®. These various arguments cal-
lectively constituted a powerful critique of the condition of economic dependency within the Common-
wedlth Caribbean, undermining to a very considerable degree the intellectual credibility of the conven
tional modernisation strategy hitherto pursued by Caribbean governments.

Indeed, the vivid excoriation of this strategy as “industrialisation by invitation” is a memorable rejection
of Lewis policy prescription. Yet, in the 1970s, Caribbean countries faced severe economic difficulties.
Consequently, the validity of the orthodox model of development came increasingly under question in
political discussions and, in a number of countries, the state was pushed into a position of greater in-
volvement in the management of the economy. However, even if “the historical options of Caribbean
economies are limited either to a ‘non-capitalist’ path of development for transforming the productive
forces and liberating the political and social order, or to the continuation of the neo-colonial mode””’, no
strong model of development and no thorough strategies were offered. This serious shortcoming became
the beginning of a vacuum in the Caribbean development debate. Besides, the collapse of the Grenadian
revolution amost brought to an end the second phase in Caribbean devel opment.

In the 1980s, as far as the Caribbean was concerned, the United States managed to reshape the agenda of
politics and political economy to the point where it was able to lay down the parameters of what could be
done and even what could be articulated. In accordance with the broad tenets of neoliberalism, its main
goal in respect of economic development was to create in the region a growing number of market-based
economies capable of competing successfully in international export markets. Besides, the neoliberal pol-
icy package was enforced by the International Monetary Fund and the World Bank under the “ structural
adjustment” prescription. This policy prescription was premised upon sgueezing the state, increasing
profit margins, weakening trade unions, eiminating inflation through the adoption of monetarist macro-

economic management, and boosting growth by means of supply-side policies.



The international recession of 1980-82 severely reduced demand for a number of the region’s main ex-
ports —particularly bauxite, petroleum products and sugar- and lowered the number of tourists visiting
Caribbean islands. This recession created, in effect, three crises in one in nearly all Caribbean economies:
balance of payments congtraints, fiscal imbalances, and a national debt crisis. Desperate for financial sup-
port, Commonwealth Caribbean nations turned to the IMF and other multilateral financia institutions. As
a result, their governments were forced to follow the neolibera prescription during the 1980s. The fa-
voured measures were aways the same: liberalisation of foreign exchange and import controls, devaua-
tion of the currency, and the deflation of domestic demand. After following this prescription, the economy
in question would be ready to return to the international market-place able to achieve higher levels of ex-
ports and economic growth.

What is striking about the Caribbean’s embrace of neoliberalism in the 1980s is that the intellectual driv-
ing force behind the region’ s development strategy came from outside the region. Nonetheless, the social
costs of such neolibera policies, measured in terms of unemployment, inflation, and sharply declining
living standards were immense. Besides, at the end of the 1980s, Caribbean economies still faced funda-
mental structural problems associated with the character of their production base as well as with the dis-
tribution of their economic assets. Critical analyses of the economic and social impact of structural ad-
justment did appear and had teir impact, especially in drawing attention to the peculiarly harsh costs
imposed by such programmes (Polanyi-Levitt 1991 —among others). Y et, neoliberal prescriptions did not
succeed in charting any sort of redlistic aternative course of action for Caribbean governments in the
critical arenas of economic management and national development.

The 1990s were characterised by what might be called the consolidation of the neoliberal revolution, tem-
pered only by the realisation that more attention had to be paid to human resource development if the new
technological imperatives of a globalisng economy were not to pass the region by. Development was
seen as amarket-driven private sector-led process. The role of the state should be to meet the demands for
“good governance’ imposed by the internationa financial ingtitutions, and thereby fashioned to serve ef-
ficiently the logic of deregulated competitive markets and integrated globa production, led and directed
by transnational corporations. The orthodoxy was best expressed by the prime minister of Barbados Owen
Arthur in 19962

Generally, the strategy has to accept the reality of the globalisation of economic forces rather than hanker after
aless complicated but impoverished past. The strategy must also recognise that the Caribbean countries, singly
and as a group, must make the transition from the old age of preferences to the new age of reciprocity initsin-
ternational economic relationships. In so doing, it must be designed to minimise the costs and dislocations as-
sociated with the transition, and to put in place mechanisms that can allow the region to exploit the market op-
portunities which are being created by the international liberalisation of trade and the formation of mega trade
blocs.



3. Developmental State: The neglected view

The development experience of Japan, South Korea, Taiwan, Hong Kong, Singapore and, recently, Ma-
laysia has overall shown that there exists a new kind of state intervention as they moved towards a more
industrialised stage. In the transformation process, the state interacts with the rising industries, works with
and often promotes the private sector (i.e., a plan-oriented market economy). “ The intimacy of the Devel-
opmental State with the private sector and the intensity of its involvement in the market provide direc-
tional thrust to the operation of the market mechanism” (Johnson 1981: 9-10).

Indeed, Developmental States systematically guide the market as a means of long-term economic trans-
formation, and create the conditions for endogenous growth and industrial adaptation without directly
owning most of the productive assets. Direct government ownership and control of industrial production
is of secondary importance as compared with the process of building up technologica infrastructure and
investing in human capital formation and research. The market system, on the other hand, is employed as
an instrument of industria policy by exposing particular firms to international competitive pressures.
Therefore, the “developmental orientation” of such a “plan rational” state was different from both the
“plan ideologica” state in the Soviet-type command economies and the “regulatory orientation” of typical
liberal-democratic states. In fact, the Developmental State has possessed considerable leverage over pri-
vate industries in terms of securing compliance with its strategic choices and “nationa purpose’ goals,
while planning has been active, strategic and sdlective, based on wide consultation and serious efforts to
reach agreement on the form of intervention. Economic coordination and development in these states has
been managed by specific institutions, whose task has been to organise the critical interactions between
state and industry. These have been the core centres or “pilot agencies’ (to use Johnson’s term) of strate-
gic economic direction (Johnson 1981: 9-10; 1982: 26 quoted in Leftwich 1995).

Selective intervention constitutes a fundamental characteristic of the Developmental State. In fact, strate-
gic industrial policy forms a central cmponent of the Developmental State model, and was organised
around government directives. But government planning for manufacturing development in East Asian
countries did not get involved with the operational detail. Well-educated, well-trained and efficient plan-
ners took aview of the future development and endogenous competency of these countries, and their in-
centive structures were continualy revised in light of planning objectives. This planning system was ce-
scribed as a high degree of good and eclectic steersmanship (i.e., state capacity).

Indeed, Developmental States are distinguished by the character of their developmenta €elites, and the
ability of the Developmental State to undertake strategic intervention was based on the formation of a
“gdrong” state structure and “strong” administrative capacity. Such states “... concentrate considerable
power, authority, autonomy and competence in the central political and bureaucratic institutions of the
state, notably their [determined developmental elites, or] economic bureaucracies’ (Leftwich 1995: 420).



From a comparative perspective, Developmental States are characterised by relatively small scale (which
in numerica terms was quite small by international standards), tightly organised bureaucratic structures
with the Weberian characteristics of highly selective, meritocratic recruitment patterns and long-term ca-
reer rewards, which enhance the solidarity and corporate identity of the bureaucratic elites. Highly meri-
tocratic systems were designed so as to attract the best managerial talent available to the ranks of the bu-
reaucratic elites and ensure a high degree of unity, capability, and professionalism. The size of the
bureaucratic apparatus helped to consolidate the elite position and authority of the bureaucrats in society,
and achieve an equilibrium between “ accountability” and “autonomy” (Onis 1991: 114; 124).
Furthermore, the bureaucracy is given sufficient scope to take initiatives and operate effectively. In this
sense, the NICs' states have been poweful and have what political scientists often label “greater auton-
omy” than in many other countries (Amsden 1989; Wade 1990; Fishlow 1991; Onis 1991). Autonomy of
the Developmental State means that there is public-private cooperation in which the state (and the devel-
opmental elites) independently develop national goals and trandate these broad national goals into effec-
tive policy action. This relative autonomy has flowed from the political power and support of the political
executives. Politicians provide the space for the bureaucrats to take important decisions by holding off
specia interest groups who might deflect the state from its main development priorities, and aso legiti-
mate and ratify the decisions taken by the bureaucrats. On the other hand, bureaucrats are given the free-
dom of action necessary for effective policy intervention.

In some countries, the state’s goals are reducible to private interests (e.g., India, Mexico, Caribbean re-

tions and the bureaucratic authoritarian regimes of some countries in South America). However,

“the pattern of MITI’s (or its Korean and Taiwanese counterparts') involvement in the economy was consis-
tent with both the economic logic of selective industrial policy [...] and the logic of finding an equilibrium be-
tween bureaucratic autonomy and effectiveness, on the one hand, and bureaucratic power and accountability,
on the other” (i.e. correspondence between “ state autonomy” and “ state capacity”) (Onis 1991: 115).

Therefore, the common features in both the “authoritarian” and “democratic” forms of the East Asian De-
velopmental State are ingtitutionalised public-private partnership in the process of economic policy fa-
mulation and execution, and the unusua degrees of bureaucratic autonomy (Onis 1991: 114; 119). In-
deed, the consolidated strategic power of the East Asian Developmenta State has relied on both
bureaucratic autonomy and close public-private cooperation. The coexistence of these two key conditions
facilitates the process of formulation and execution of strategic industria policy. It is quite obvious that,
unless the “autonomy” and “cooperation” requirements are satisfied, attempts to implement Developmen-
tal State policies may prove to be counterproductive. In such an environment, the inability of the state
elites to discipline private businesses in exchange for subsidies may lead to a situation where selective

subsidies can easily degenerate into a major instrument of rent seeking by individual groups.



Undoubtedly, the formulation and implementation of strategic industrial policy have been facilitated by
specific politico-institutional arrangements. Indeed, the strategic power of the East Asian Devel opmental
State has depended on the formation of political coalitions with domestic industry, and government inter-
vention has relied on organisational and ingtitutional links between politically insulated state agencies and
major private firms (i.e., the corporatist nature of the Developmental State).

Clearly, Developmenta States are distinguished by the character of their developmenta elites as well as
the relative autonomy of these executive cadres and the state institutions which they oversee (even though
the form and extent of relative autonomy has varied). Besides, the ability of the Developmental State to
deal with both civil society and particular local and foreign interests highlights the need for state capabil-
ity in shaping mutually advantageous economic relationships (Onis 1991: 115). The specific nature of this
“embedded autonomy” however,

“[M]ust be seen & the product of a historical conjuncture of domestic and international factors. It is an auton-
omy embedded in the concrete set of social ties which bind state and society and provide institutional channels
for the continuous negotiation and re-negotiation of goals and policies’ (Steinberg 1989: 74 quoted in Onis
1991: 123).

In terms of policy objectives, Developmental States have generally been serious and effective in raising
the quantity and quality of industria investment. Their attention has focused almost exclusively on i+
creasing productivity, economic growth and exports, and restrict their intervention to the strategic re-
quirements of long-term transformation. What differentiates these high commandsin NICs' Developmen-
tal States from the generality of various planning institutions in so many developing and less developed
countries appears to be their authority, professionalism, and technical competence in shaping develop-
ment policy (although, of course, this varies from state to state), and their ability to use “sticks” and “car-
rots’ to influence industries’ decision-making (Leftwich 1995: 412). Compared to a“strong” autonomous
dtate, a “weak” state systematically under-provides economically desirable interventions, and systemati-
cally over-provides politically motivated and economically harmful policy actions.

The significant element of compulsion exercised by the bureaucrats in securing public-private partnership
congtitutes a distinctive feature of the Developmenta State model. Indeed, the Developmental State by its
very nature involves an unusual concentration of state and private power, which would be hard to justify
by the standards of “Western” pluraistic democracy. In particular, the extraordinary degrees of control
exercised by the state over the financial system and the extreme dependence of individual conglomerates
on bank finance have been instrumental in eliciting compliance with the requirements of strategic indus-
tria policy.

Another striking element of the Developmental State is that this type of state has been autonomous

enough in the policy formulation and implementation process, and has not been overwhelmed by specia



interest groups. In fact, both state power and autonomy were consolidated before national or foreign capi-
tal and interests became influential, and private economic interests were generally politically weak (if not
insignificant) relative to state power (Leftwich 1995: 416-17).

An important question concerns the lesson to be drawn from the East Asian development experience
which can subsequently be generalised to and applied in other developing countries. In fact, the available
evidence demonstrates quite conclusively that the East Asian Developmenta State model is the product of
specific historical circumstances with the logical corollary that there may exist mgjor constraints on its
transferability to, or replicability in, different or aternative national contexts.

Another fundamental question centres around the compatibility of the Developmental State model with
political liberalisation and democratic forms of governance; whether the transfer or replicability of the
East Asian Developmental State model is compatible with widespread political participation. Hence, the
guestion whether East Asian type political economies can coexist with a liberal, “westerntype’ political
system emerges as a central problem for comparative political economy during the next decade.

It would generally be wrong to consider that the Developmental State model could, or indeed should, be
transplanted to Caribbean countries which have quite different history and culture. What is important to
learn from the East Asian success is how to approach development problems —i.e. the strategic approach.
The clear point made here is that governments may still pursue strategic industrial policy in a globalising
world economy. Therefore, the development challenge for decision and policy-makers today is to devise
forms of strategic industria policy which are consistent with the norms of democratic accountability and,
perhaps, with more limited concentration of state and private power than has been the case in the East
Asian context.

Like all states, Developmental States are not static. Various changes in their socio-economic structures,
and their politics and nternational environments have brought about changes in their elite coalitions as
well as the ideas, interests, and institutions which bear on them, both national and foreign (for example,
structura differentiation, increased international pressures, economic and political liberalisation, global-
isation). All these significant changes may induce an important modification of the Developmenta State
model, given the very real constraints that the global political economy imposes (Leftwich 1995: 421).

A fina lesson that emerges from this “new experience” is that the transfer of specific Developmental
State policies and strategies to new environments will be self-defeating in the absence of the political and
institutional conditions required for their effective execution. In drawing on the comparative literature, it
is thus the main purpose of this paper to chart the Caribbean Developmental State framework based on
developmentally-driven political purposes and institutional structures. This notion forms the subject mat-

ter of the following sections.
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4. Charting the Caribbean Developmental State Framework

4.1 The Present Context

Recently, there has been much talk of the poor endogenous competency of Caribbean idlands, although an
increasing number of commentators now seem to be becoming increasingly nervous about this, with the
trade account of the balance of payments of Caribbean economies in substantial deficit —due to the low
levels of exports and high levels of imports- and the slowdown in economic activity causing concern. In-
deed, economic activity in the region has dowed down considerably in the last two decades and growth
has been uneven and relatively weak, even though the dowdown in economic activity has not been uni-
form across al the Caribbean countries. The central element of these discussions to which people refer
(particularly in Jamaica) is the continuous increase in the total national debt, and the questions that arise
are, what are the sources of this economic performance, and can it be sustained under existing policies?

In the Caribbean, it can be argued that monetary and fiscal policies during the last years attempt to pro-
vide an environment conducive to attracting foreign investments while holding down real wages, and
supporting the growth of a dual economy. We can not expect a better performance in the near future un-
der present policies because the rea base of economic dynamism has been neglected; indeed that very
neglect will undoubtedly hold back the growth of Caribbean economies. It is clear that in today’s circum-
stances, neoliberal policies cause substantial balance of payments (and other economic and social) prob-
lems. The fundamentals of Caribbean economies are not right, and their much vaunted “Western-style”
modernisation and laissezfaire antidote are increasingly seen to be an illusion.

In most of the Caribbean idands, the primary sector is struggling to maintain output and, at the same time,
in common with worldwide trends, is tending to become less labour-intensive (even though agriculture's
contribution to employment is significant in a number of Caribbean economies). In fact, there has been a
significant decline in the proportionate importance of local primary production during the past two dec-
ades. The declining share (%) of primary production in GDP for most Caribbean economies may reflect
the reduced dependence on agriculture. However, most countries in the region are net food importers, and
only few Caribbean countries have achieved some success in transforming their economy from aprimary
production to a service and/or industry-led economy.

The ups and downs in the performance of both the agricultural and agro-industrial sectors in the 1990s
were due, in large measure, to the problems experienced in the main export sectors and the genera stag-
nation in the other economic sub-sectors among and within Caribbean countries. For those local econo-
mies reporting favourable, abeit low average growth rates, this may be attributed to improved production
techniques in the major export sectors and relatively good performance in domestic food production.®

In addition, the manufacturing sector within the Caribbean has had very mixed fortunes during the 1970s,
1980s and 1990s. Many of the manufacturing units in the region are little more than “enclave’ operations
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of larger extra-regiona firms. As such they tend to transfer only limited skills to the region and are d-
ways vulnerable to recession. Subsidiary manufacturing units are always easier to close down than those
closer to the home base of the company concerned, and history has shown that the Caribbean is vulner-
able to just this sort of action. Yet, there is a widening gap between these firms (mainly transnationals)
which typicaly reside in the Caribbean idands, which are integrating at a faster pace with the global
economy, and other firms in the dower integrating Caribbean countries.

In the padt, the agricultural and industrial sectors were seen as not providing sufficient employment qo-
portunities. This is in part a reflection of the general unattractiveness of agricultural problem idands to
industrial investment due to factors such as a lack of skills, an underdeveloped infrastructure, etc. Re-
sources in Caribbean economies have been underutilised and the growth of resources has been sow (or,
very slow). This situation is exacerbated by a range of constraining factors which may be summarised as
follows (IICA 1998: 25-27):*°

1. Inappropriate Policy Environment;

2. Wesk Indtitutional Framework; and,

3. Declining Productivity and Competitiveness.

On the other hand, estimates show that tourism is the only sector of regional GDP that has consistently
increased its share of total income during the 1980s and 1990s. Indeed, allowing for some fluctuations,
the tourism industry has been the only major sector that has grown steadily in importance during the
1980s and 1990s in the Caribbean region. In addition, the sector has given Caribbean countries employ-
ment to a sizable proportion of their population.

However, tourism has further subjected Caribbean economies to outside dependence, making them highly
vulnerable. The result of this dependence makes the Caribbean more susceptible to external shocks and
more dependent on foreign exchange. This dependence exacerbates the region’s instability in employment
and national income levels (Higgins 1994 5). Besides, the growth of tourism (and other services) has had
negligible effects on the development of manufacturing industry. Indeed, the benefits from tourism
growth have been inadequately exploited because of insufficient linkages with commodity production
sectors, and failure to upgrade complementary and related service industries such as information services,
communication, and banking. As a consequence, there are few linkages between the sectors of Caribbean
economies as well as a serious lack of diversification in production.

4.2 Adopting the Strategic Approach

An important point which should be made concerns the relationship between Caribbean governments and
local communities within the context of the kind of problems confronting their societies, as well as the
goals governments have embraced from the standpoint of endogenous development. Attention will have



to be drawn to the part played by tourism in the region, as the lack of overall integrated policies has lim-
ited its contribution to Caribbean countries’ socio-economic devel opment.

In order to maximise the benefits from tourism, the sector must provide an effective stimulus for loca
agriculture and agro-industria production. The fact that decisions relating to a particular sector (e.g., tour-
ism industry) tend to have broader implications for the national economy as a whole requires a clear ex-
amination of the interacting influences between the promising activities from the point of view of e+
dogenous competency, and those that may provide short-term benefits but offer little hope as a secure
basis for future national well-being.

In formulating policies for economic restructuring and diversification, it is essential, therefore, to recog-
nise the critical elements of the system in terms of deriving a long-term strategy. Simultaneoudly, it is
necessary to juxtapose certain facts relating to the structure of Caribbean economies in order to provide
what might be called “an integrated development perspective of the system”, and to show the relative po-
sition of endogenous strategic components. Failure to do so can easily lead not only to short-run, highly
partial considerations, and short-term measures dictated by pressing problems (e.g., national debt, stagfla-
tion) but also to the adoption of ad hoc approach to development which may be in basic conflict with the
god of astronger economic fabric (Ramsaran 1983: 378; Karagiannis 2002).

Prospects for future growth in the region have been frustrated and lowered significantly due to foreign
exploitation and underutilisation of existing resources, and the severe economic difficulties Caribbean
countries have repeatedly faced. The underutilisation of part of their productive capacity is proof of this
considerable growth potential. As Caribbean economies operate at well below their level of physica and
human capacity, policies to increase aggregate demand can yield substantial economic gains.

Thus, afirst requirement of athorough development strategy is that the expansion of tourism represents a
net addition to the effective use of resources and, therefore, to the overall growth of the system. Tourism
growth and, thus, overal economic growth will be led by the growth of demand for the local tourism
product (that is, higher occupancy rates), which would trandate into higher profits and savings. On the
other hand, aggregate demand must be sufficient enough to stimulate production up to the adequate rate
of capacity utilisation. However, growth of local production must go hand in hand with specia considera-
tion of the countries' external trade. In connection with this, the competitiveness of Caribbean economies
must come to the fore (Lopez 1998: 6).

In order to expand industrial production and employment, firms must have the financia means to invest
in the necessary machinery, capital equipment, critical kinds of science and technology initiatives, and
skills training and upgrading, and short-run bottlenecks preventing a fuller utilisation of capacities have to

be taken care of. Likewise, the renewa of tourism requires investment in tourism plant, facilities, and
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supporting infrastructure. These bottlenecks may include alack of the necessary resources and skills, dif-
ficulties in obtaining finance, and alack of business confidence.

Hence, a second requirement of a Developmental State strategy is that selective economic policies should
provide the resources and stimuli to carry out the investments in both working and fixed capital, infra-
structure, and the accelerators of development necessary to raise output and to improve the production
and commerciad conditions of firms and hotels at national and local levels (Cowling 1990: 24; Lopez
1998: 11-12). Active fiscal policy ought to carry out the investments necessary to improve the supply
conditions of businesses and to support the other expenditures associated with the selective policy. Mone-
tary policy ought to ensure that sufficient financial resources are channelled to firms and to intermediary
agencies at reasonable interest rates. Besides, it should be considered that the increase in output would
trandate into higher profits and savings (Lopez 1998: 12).

However, bottlenecks at the firm (hotel) or macro level often hamper a more efficient capacity utilisation.
These bottlenecks must be seriously considered, would require addressing a number of issues simultane-
ously, and accordingly a medium and long-term development strategy should have as a basic requirement
a close link with a deliberate industrial strategy. Such a directed state action should: (1) consolidate and
improve existing production lines; (2) select and give priority to investments in new and technically
promising activities; and, (3) adjust quickly in anticipation of, and in response to, globa changes in de-
mand and technological innovation (Lopez 1998: 12-13; Berna 2000: 107). The criteria are obvioudy
dynamic and forward-looking.

Indeed, industrial targeting should single out areas of emphasis in selected fields, and should be directed
towards strengthening the islands’ industrial core and upgrading international competitiveness. It should
be concentrated on afew focal areas having favourable prospects for development, and be selectively de-
signed so as to support a small group of key dynamic firms managed by modern entrepreneurs. Even a
small group of key propulsive industries can be instrumental in emphasising the accelerators of compe-
tency and growth, exert pressure to adapt on other supply firms, and introduce modern concepts of policy-
making and labour relations. The various spheres of policy (e.g., industria policy, regional policy) should
be directed towards consolidating these focal areas, correcting the imbalances which emerge in the wake
of restructuring and repositioning, reconciling contradictory elements therein, and smoothing the path for
industrial growth.

What has been asserted should not be taken to imply a rejection of the problems that could arise with the
proposed development strategy. But to face them, a sound economic approach ought to complement
short-run measures with thorough plans for the future, which include long-term industrial or structura
change strategies aimed at diversifying local production, strengthening technological capabilities, and
promoting innovation. Greater levels of production, employment, and profits that would be achieved in
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the short-term owing to the fuller use of available resources, would actually spur a transition to more
structurally efficient economies. Part of this increased production and income in Caribbean idands would
go to higher spending on the modern factors of competency and lead to faster development of skills of the
labour force. Not only higher profits would alow additiona investment spending but also a greater pro-
portion of income growth will be channelled towards investment. Hence, in the future, it would be rela-
tively easier to incorporate more modern technology and increase productivity, while at the same time
raising accumulation rates (Lopez 1998: 18-19)."*

Obvioudly, for purposes of designing endogenous competency strategies to achieve the development of
productive forces and the transformation and diversification of Caribbean economies, technically prof i-
cient strategic planning is absolutely necessary —indeed, it is inevitable- and should be directed towards
the creation of new conditions and processes to be effectively and directly determined by the planning
authorities. Strategic planning is a pragmatic attempt to increase the countries' long-run capacity to trans-
form themsealves by building up the infrastructure and the requisite skills. It is this national strategic plan-
ning that can give Caribbean nations their internal autonomy, and determine their capacity for self-
determined self-sustained growth and development. In the development of these strategies, local commu-
nities generate not only the capacity to spread the use of modern knowledge and industrial techniques into
all elements of the economic transformation so as to spur local industrial activities, but they also create a
dynamic basis for engagement in the international economy through higher levels of exports (Thomas
1974: 58-60).

Moreover, contrary to the “current orthodoxy”, it appears important to emphasise that it would not suffice
to establish technologically modern export sectors.** Export-oriented production may benefit very narrow
sectors and generate limited resources. In fact, Caribbean countries' exports have not usually developed
on initia platforms of production for local needs and interna requirements. Instead, local production
should be oriented towards satisfying local demand in the first instance with export specialisation occur-
ring as an extension of this. The aim should be to bring about a general improvement in the competency
and efficiency of Caribbean economies, in the level of technological infrastructure they rely on, and in the
quality of workmanship and service, so that more and more activities may become increasingly competi-
tive.

Modern production techniques, precisely because of their flexibility, make it possible to manufacture in
small series on aviable basis. Targeting and flexibility are possible, especialy if they can draw on mod-
ern industrial planning. Assuming predominance of clear focal areas and initiatives carried out by both
competent and effective policy makers and dynamic local businesses, demand for imported capital and
goods could decline and exports of local products expand.



Given the recovery of production of local industries and the improvement of their competitiveness, alarge
part of the additiona goods produced will be devoted to exports. Consequently, Caribbean nations would
make a greater and better use of their productive resources and capacity, while at the same time easing the
constraints on their balance of payments.

In addition, as indigenous technology is the basis for an organic integration of domestic production and
demand structures (i.e., human capital formation coupled with consistent technical progress), investment
priorities and the choice of technique are determined by the strategies of transformation and diversifica-
tion, and by the product choices to which these strategies give rise. The overall purpose isto increase the
capacity of Caribbean nations to respond at the level of the government, firms, and the population as a
whole.

In order to assure redlisation of these development goals, economically active states must play a signifi-
cant role. Likewise, well-educated well-trained and efficient technocratic planners play key roles. The
government provides the “nationa purpose’ framework, while the technocrats supply planning and over-
view. This “national purpose” proves possible to bring together social and political forces in the interests
of socialy defined agendas. In addition, the growth-oriented transformation must lead in a corporatist
direction and strategic partnership between a developmenta state, forward-looking businesses, and vari-
ous socia segments. A broad-based consensus is also required and could afford scope for national strate-
gic planning. Besides, if such thorough alternative strategies are to solve such problems, they presuppose
participation. Indeed, participation is a vital element ensuring that sufficient motivation, creativity, and
human effort is forthcoming to guarantee that such technicaly proficient drategies can be successfully
carried out in the Caribbean.

This is a more feasible and realistic suggestion in light of the fact that these strata and decision-makers
which serve the powerful interests of the hegemonic centres and the dominant transnational corporations
are those which tend to reject the concept of local development in the region, and seek to maintain the
economic and political order of dependent productive structures by siding with backward-looking seg-
ments, officials and policy-makers; by engaging in modern experiments with neoliberalism; and also as a
result of deteriorating terms of trade, and the astonishing technological developments taking place in the
leading industrial economies. However, only under such national strategic planning systems and well-
conceived and vigorously executed development plans trade will serve a different function, because Ca-
ibbean economies themselves will be reoriented to serve different purposes.

Lastly, any economy is underpinned and imbued by socia values, codes of behaviour and ethics, which
are in turn reflected in the structure and functioning of government sector institutions and private sector
firms. As political will may not be clearly agglomerated and administrative capacity is inadequate in Car-
ibbean states, governments have not been successful in indicating a clear course for the public sector to
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adopt. Y et, the adjustment of their social and political conditions to their urgent social and devel opmental
needs cannot be avoided. If Caribbean countries are to develop growth-oriented learning-based productive
activities, therefore, it would be necessary to adopt a number of measures to remodel their key social,
economic, and institutional factors that will be required to provide the necessary underpinning (Clayton
2001: 15). More importantly, these thorough development strategies assume a much better state action,
and would require efficient and competent administrative personnel. But so does any strategy capable of
overcoming barriers and laying down the basis of endogenous competency and growth in any developing
economy.

Devising the necessary action to stimulate tourism growth and industrial regeneration, while raising the
quantity and quality of productive investment necessary to allow the fullest and most efficient utilisation
of existing resources, seems to be a more sensible way to confront the future. Such an approach seems,
certainly, a better option for the endogenous development and competency of Caribbean economies, than
a frantic search for accelerated “Western-style” modernisation —a “vision” that decision and policy-
makers in the region aspire to. The alternative and more realistic development paradigm would require the
pursuit of Developmental State strategies and policies. This is what Caribbean economies need (Lopez
1998: 19).

5. Alternative Development Policy Recommendations

Industria strategies have not been seen to be pivota in Caribbean economies; thus, they have not been
developed in a systematic or coherent fashion as a centrepiece of their governments approach to eco-
nomic policy-making. State interventions have usually been seen as “reactions’ to pressing problems, and
the policies which flow from these interventions appear to be consonant with the market failure analysis.
Therefore, the general concept of a developmental role for the state is rather alien to the general economic
and poalitical culture in the region.

Further, fiscal budgets in the Caribbean via the political process often reflect the view of the political par-
ties in power, and the class and interest group biases are usually maintained. Thus, although this deliber-
ate policy is used, in fact the politicisation of the budgetary process in Caribbean states highlights pro-
grammes and policies which are akin to what is called “ pork barrel policies’. This process has a great deal
of importance in shaping the fiscal policies of Caribbean governments (Jones-Hendrickson 1985: 83-84).
While the state has survived as a democratic institution (largely o), it lost a great deal o its effectiveness
as a development tool because it was transformed into a mechanism for winning elections and meeting
populist demands. Because of the “winner takes all syndrome” in Caribbean nations, the state became an
instrument of disintegration rather than an institution around which society could cohere to deal with the
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development challenge. In a small society, the state is alarge ingtitution as an employer and dispenser of
resources—hence the intense desire by various groups, not just specia interests, to capture it.

During the last two decades or so, neoliberal policies have been the centra routes to modern economic
solutions in the region. But there are serious doubts about whether these economic policies have been
trandated into significant social and economic development, endogenous competency, and industria
competitiveness. While appropriate macroeconomic policies can contribute much towards enhancing the
performance of local economies, nevertheless such policies only dea with the “symptoms’ of deeper
structural problems. For this reason, the construction of a production-based approach to economic devel-
opment and a much sharper focus on strategic industrial policy are seen to be necessary to resolve these
deeper problems, and would offer concrete alternative solutions to Caribbean economies. Some alterna-
tive policy recommendations for the Caribbean development discourse in general, and tourism industry in
particular, are outlined below.

5.1 Macroeconomic Steering

Given the importance of maecroeconomic steering, there are a number of measures that the government

could take in an effort to facilitate conscious development efforts. An appropriate macroeconomic policy

should pay particular attention to:

1. afadter, non-inflationary growth of domestic demand;

2. theefficiency and effectiveness of government spending and taxation (which should be maximised);

3. sound government finances/investments;

4. the management of the national debt, which should be designed in the context of the long-term strat-
egy for overall development;

5. competitiveness (the role of imports/exports and the growth of exports);

6. therelationship between the financial sector and the productive sector; and,

7. thesocia and political environment (or socio-political characteristics).

A proactive fiscal policy would: (1) attempt to reduce non-essential over-consumption; (2) emphasise a

prudent government expenditure management and planning (i.e., long-term planned investments in human

capital formation, skills, technological capacity, technical change, R&D, innovation and information);

and, (3) consider dternative sources of government revenues.

By curtailing over-consumption, the amounts of local savings available for investment purposes could be

markedly increased. Besides, various national savings plans and savings vehicles can increase the levels

and shares of Caribbean economies savings. The savings thus enforced could be channelled by the gov-

ernment into productive prioritised investments. Furthermore, higher levels of output and income ensuing

from a higher degree of capacity utilisation and a better utilisation of equipment can be the source of
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higher levels of savings required to match higher levels of investment (which will bring about further in-
crease in output and income levels and so on).™

Monetary policy, on the other hand, ought to: (1) ensure that the overall development effort is not to be
thwarted by endemic short-termism, “capital flight”, and speculative ventures (that can actualy starve the
real economy of investment capital); (2) provide a stable financia framework for the successful imple-
mentation of government policy; and, (3) ensure that sufficient financial resources are channelled to dy-
namic industries and to intermediary agencies at reasonable interest rates. This will require significant
state intervention in the capital market by means of both direct control measures and interest rate policies.
In particular, Caribbean governments will have to issue direct instructions to the banks, close off the op-
tions available for rent seeking and capita flight, and guide prioritised investments by selective credit
policies.

Asfinancia ingtitutions have a critically important role in this growth process, it is particularly important
that they are well-managed, have a clear set of strategic goals, and promote longer time horizons. In this
regard, the government must take steps to ensure that the financial services sector is properly supervised
(Clayton 2001: 16). Together, appropriate monetary and exchange rate policies to facilitate productive
initiatives, and higher levels of national savings to finance higher levels of investment, are essentid.

5.2 Investments on the Accelerators

Recent developments in the financial markets have significantly encouraged endemic short-termism and
various speculative ventures. These developments, in conjunction with weak or absent state supervision,
can foster a dysfunctional business culture and a “casino economy” mindset, in which insider trading,
conflicts of interest and more direct forms of corruption can increasingly become common (Clayton 2001
16).

Further, some support the view that the hotel sector’s high operating costs in Caribbean idandsis a seri-
ous barrier which may discourage productive investments. The only logica alternative, then, is to con
sider the capacity-creating aspect of state spending, and Caribbean governments should rely heavily on
higher levels of state investment. Indeed, planned investments on knowledge, training, technologica n-
novation and research will boost the endogenous competency of local economies, towards higher rates of
economic growth and “high wages high productivity”. The key issue here is that investment responsibili-
ties should be closely tailored to the needs of the private sector (again, private investment in plant, facili-
ties, supporting infrastructure, etc. is highly desirable and essential).

Investments in education, health, and nutrition of the poor in particular, not only meet real, basic needs of
a wide spectrum of the Caribbean population and increase their welfare directly, but also enhance their
capacities for productive labour. Indeed, such investments and/or higher wages can affect the productivity
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of the poor, thereby enabling them to earn higher incomes, which in turn would permit them to purchase
the bundle of goods and services they need with their own earnings (necessary to open up their access to
opportunities for afull life). But, on the other hand, social programmes are likely to have limited impact
on the countries economic growth and competitiveness unless the overal development strategies also
contain explicit consideration of growth-generating policies and competency-inducing plans.

5.3 Strategic Planning

The growth in dominance, the global perspective and ambitions of the major financial and industrial cor-
porations may cut across the interests of any particular nation. The fundamental issue relates to the
asymmetry of power between these large corporations and local communities. This power can be used to
secure their own objectives, often at the expense of communities (Cowling 1990: 12). The ultimate con+
sequence of transnationalism is to tear loose the productive capacities of the region. Thisis an important
issue in the Caribbean case. Besides, the direction in which the Caribbean tourism is pointed at present
seems to be somewhat random, depending on the current state of the global market rather than based on
long-term development plans. Thus, we have a basis for recommending a framework of, and establishing
arole for, strategic planning in Caribbean nations.

The second and related reason for requiring strategic planning is the systematic short-termism of the mar-
ket system, given that financial ingtitutions usually adopt a short-term perspective with regard to invest-
ment, and impose this perspective on firms (industries, hotels, resorts, etc.), especialy the small ones.
Consequently, new or small establishments may be severely constrained in their investment ambitions by
the short-term perspective of the financial ingtitutions, since it is these firms (and hotels) which will find
difficulties to fund their own growth.

This sort of financia environment is hardly conducive to the rational planning of the long-term future of
the industrial base. Short-term decision making is crowding out long-term issues, and leaving businesses
weaker in the long term. Hence, within Caribbean economies, we need to establish ingtitutional structures
to plan for the future. Just as there are systemic arguments for relying on the creative dynamics of the
market forces to play a centrally important role in Caribbean economies, there are parallel arguments for
imposing on these market forces coherent strategies, within which they are allowed to operate (Cowling
1990: 11-12, 13-14).

For loca production to achieve its full potential, it is imperative that the state should stay focused and
draw up thorough strategies for implementation. Initialy it isimportant to divide consideration of the key
issues related to the structure of Caribbean industries into three sections: (1) issues influenced by gov-
ernment policy and genera policy issues; (2) issues influenced by specific industries or sectors; and, (3)
market-driven issues. On this account, we limit strategic intervention to those parts of Caribbean econo-
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mies where government intervention is going to have its most significant potential impact on their overall
dynamism and intensive economic growth. Indeed, strategic industrial policy targets and centres around
strategic sectors, which can be expected to fuel future economic growth. By recognising differentiation of
sectors and industries, policy can address the problems that are rooted in the devel opment of these sectors
and industries, and thus become effective.***°

In some sectors, the region aready has a strong basis on which to build (e.g., tourism, agro-processing,
food production, etc.). These sectors require significant investment spending, rejuvenation and reposition
ing, and have to address a number of serious economic, socia and environmental issues simultaneously;
but all of these problems are—in principle- solvable. Provided that the immediate problems are solved, the
targeted sectors are clearly capable of considerable further expansion. In fact, the mutually beneficia rela-
tionship between tourism and agro-industry can provide the foundation which alternative endogenous de-
velopment strategies can build on. When the priorities are right, scarce resources will increasingly be al-
located efficiently, productivity and profitability will increase, and the propulsive and d/namic sectors
will become increasingly attractive to the private sector.

In addition, the growth process is expected to lead to awidening of the local markets,*® which in turn will
require and/or bring about better transportation and communications systems. Hence, after resources have
been devel oped and/or put to use, changes in technology will broaden the Caribbean production base, will
provide sufficient stimulus to the mobilisation of resources of al kinds and/or the inducement to invest,
will bring about a net addition to the effective use of resources and, therefore, to the overall growth of the
region.

The proposed approach takes into account the inter-relations among a number of “stylised facts’ such as
domestic resources, capital, socia structure, the level of technology and skills, scale and transformati on."’
Such a pragmatic approach can successfully contribute to long-term supply-side initiatives aimed at creat-
ing or promoting particular sectors and prioritised activities, and create external economies and econo-
mies of scale, conditions and opportunities, conducive to faster growth of existing and incoming enter-
prises (a “big push”). Economies of scale and learning will bring about multiple effects on, and changes
in, the structure of local economies. The object, of course, would be to increase value-added to the sectors
and strengthen intersectoral linkages (e.g., tourism and commaodity production sectors), which would then
be capable of spilling their expansionary forces into other sectors and activities: the support and develop-
ment of indigenous resources, firms and industries; the maximum utilisation of investment (mainly in
R&D and skills); the removal of bottlenecks on the demand side which are imposed by the narrow size of
the local markets and their poor manufacturing base; an improvement in the range of services likely to be
available to people and to industry (e.g., transportation, information); the exploitation of externa econo-

mies; the application of productivity-enhancing production methods and techniques so as to raise effi-
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ciency and competitiveness; the restructuring, transformation and diversification of Caribbean economic
activity; and, the capacity to correct the Caribbean tendency towards externa disequilibrium and high
dependency on foreign economic activity, and withstand the effects of future structural changes and cy-
clical downswings.

5.4 Production and Operations Quality

In this technologica age, a quality emphasis should encompass the entire organisation of production of
Caribbean economies, from suppliers to customers, including: equipment layout; purchasing and installa-
tion of proper machinery and equipment; layout strategy (e.g., capacity needs, inventory requirements,
etc.); facility location and expansion; sanitary arrangements and utility specifications; supporting facilities
and utilities; refrigeration specifications; products technology training; maintenance training; implementa-
tion of quality control programmes; and just-in-time decisions and scheduling.

For both Caribbean firms and Caribbean national economies to compete effectively in the globa econ+
omy, products and services must meet global quality and price expectations. As the countries (and the
whole Caribbean areq) face crucial chalenges, especidly in light of strong international competition, it is
essential to ensure that quality standards and value for money are improved. Inferior products will harm
the firms' revenues and profitability, and will further deteriorate the balance of payments of Caribbean
economies (Heizer and Render 1996: 79-80).

5.5 Politico-I nstitutional Changes

In this paper, it is argued that industrial/sectora strategies and policies should be concerned with the long-
term aim of altering (both) the direction and pace of domestic development. However, it is unlikely that
significant state intervention would be warranted given the inadequate capacity and competence of gov-
ernment ingtitutions; the institutional impediments to the countries economic development. For this im-
portant reason, the pursuit of interventionist strategies as well as successful and effective policy reforms
(aset of wide-ranging changes) would require the politico-institutional structures and means to formulate,
implement, and enforce developmental policies and production-oriented selective interventions in certain
key sectors of Caribbean economies.

First, determined developmental elites, which surround themselves with skilled development planners and
technocrats, are absolutely necessary in order to devise and implement effective nationa strategies. Be-
sides, it is essential for Caribbean governments to reduce “pork barrel” intervention and patronage so as
to insulate decision makers and technocrats from the excessive influence of powerful interests and socie-
tal pressure. These executive “new look” ites would possess accurate intelligence, inventiveness, con
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redity (Evans 1992: 148).

Potentially weak central cores or state governments may be captured by powerful interests, and can hardly
implement institutional structures that decisively promote structural changes and economic reforms. In
addition, changes in the structure of class relations during the last decades induced erosion of political
ingtitutions in the Caribbean. In contrast, Developmental States are distinguished by “strong” politico-
institutional structures.”® Building strong technostructures and embedding them into networks of coopera-
tive and consultative relations with targeted dynamic industries and other social segments is both feasible
and operational in Caribbean territories.*

Moreover, competitive wages for well-educated, well-trained technocrats can attract more talented indi-
viduals and increase capacity, integrity and professionalism. Indeed, the executive technostructure must
be in a position to recruit from among the best and the brightest people of outstanding talent based on
meritocratic criteria. Once the central bureaucracy acquires a reputation for attracting the most competent
and talented, the system can develop a momentum of its own. It continues to attract such people (even at
lower salaries than the private sector) because selection is based on meritocracy. Its personnel can be mo-
tivated by the belief that what they are doing promotes the national development and welfare. This sense
of “national mission” can motivate the executive technostructure to stay focused and use its powersin line
with “national purpose” goas. The more the state intends to intervene and to play aleading role, the more
important are the staffing, motivation, authority, professionalism and responsibilities of the central core.
On the other hand, externa pressure on appointments and patronage should be eiminated (Wade 1990:
371).

Secondly, the involvement of business elites and social segments in public policy-making through institu-
tionalised channels represents an adequate means to establish a state-business-society interface by which
the mutual exchange of information can be encouraged, risk sharing facilitated, bureaucratic auto-nomy
and flexibility enhanced, and a consensual process of policy formulation realised. This combination of
socia connectedness and bureaucratic autonomy (which Evans (1995) calls “embedded autonomy”) may
represent the ingtitutional basis for effective and accountable state involvement in Caribbean economies,
while being independent of societal pressures (Ahrens 1997: 125).%°

Thirdly, in order to make state activities more effective, both effective procedures and increased participa-
tion are of vital importance. Indeed, the new institutional structures must alow for participation at al lev-
els. Furthermore, loose and transparent links between the strategic planning agencies and Ministries and
Government Departments involved in the industrial strategies and investment planning (such as Education
and Training), and sectoral agencies and local authorities/boards would decentralise much of the work of

the executive dites.
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To be successful our planning must be democratic, and our ingtitutional structures must alow for partici-
pation at al levels. Indeed, participation by the “socia partners’ can improve the organisation of produc-
tion and help restrain the power d interest groups which have access to government decison making
(Cowling 1990: 28).

Fourthly, preconditions for the practicability and success of these radical policies and aternative strate-
gies in the Caribbean may include: the governments' credible commitment to production-oriented strate-
gies (which include agriculture, industry, and the entire services sector); an improved quality of state ac-
tion; the replacement of the short-term perspective of the Treasury and the financial institutions with one
much more favourable to productive investment and industry; recognition of the importance of state &
pabilities, capacities, efficiency and effectiveness; accountability, autonomy, professionalism, and man-
ageability of the executive developmenta elites; mechanisms of consensual conflict resolution as well as
political and social stability through transparent and efficient procedures; the organisational design of, and
the incentives within, the public sector and the institutional environment: incentives to pursue collective
ends while restraining arbitrary action, favouritism and corruption (Ahrens 1997: 116).

Lastly, particularly in the course of afundamental redirection of the existing pattern of development, asin
the case of Caribbean economies, smply matching such a radical policy framework to existing political
institutions will be counterproductive. Effective governance is a dynamic process that requires continuing
“fine-tuning and adjusting institutions and policy solutions to changing technological, social, political,
and economic environments’ (Ahrens 1997: 119). To the extent that a chosen path falls short in this re-
spect, this will need changes and adjustments in certain policy areas. However, it is difficult to retain a
disposition against change in a world where basic conditions are subject to constant mutation. Without
such commitments, capacity, competence, accountability, professionalism, seriousness, and effectiveness,
such policy will founder on short-term expedients, the inefficiency and ineffectiveness of the civil service,
the power of the transnationals and other foreign interests, or the mindset of the people.

5.6 Other Important | ssues

The “new” tourism has aready begun taking on a different shape —responding to, and internalisng a
number of signals (social, cultural, technological, ecological, economic and ingtitutional) that emanate
from the global environment. Flexible speciaisation, as a core e ement of the “new tourism best practice’,
is driven by new information technologies as well as new managerial and organisationa principles of
creativity, scope economies, product differentiation and niche markets (Poon 1993: 274).

Therefore, much more attention has to be placed on these important issues, as the new tourism is a highly
complex and volatile industry. Likewise, as new tourism depends upon environmental quality, the issue of
environmenta protection has to be accorded a greater priority by policy makers in order to cope with a
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product that has aready begun to deteriorate. In fact, athough the Caribbean environment is the isands
basic tourism resource, there appears to be a huge gap between this recognition and putting effective con-
trols in place. Hence, a much closer link is required between tourism policy and environmental control
and preservation.
Furthermore, good air access to Caribbean territories from al the main generating markets is of outmost
importance. As the Caribbean is highly dependent and vulnerable to changes in the structure of air ser-
vices, the region is facing the prospect of becoming a“ service taker” in its main market regions.
Y et, the growing influence of the major Computer Reservation Systems (CRS) in the USA, Canada, and
Europe is a further source of concern to the Caribbean. The only solution for the region’s carriers may be
to form cooperative alliances in the key areas of marketing and scheduling with some of the mgjor carri-
ersin order to avoid being entirely left out (as cost-effective and efficient marketing and distribution are
crucia to the success of tourism promotion).
Indeed, the building of strategic aliances and partnerships within and outside of the tourism industry is
expected to enhance the competitiveness of the sector (Poon 1993: 273). This action can:

assist towards establishing a Caribbean-wide air transport policy and promote regional cooperation in

air services including marketing agreements;

improve airport infrastructure;

monitor Computer Reservation Systems developments closely and ensure that the region in generd is

not disadvantaged in this arega;

strengthen the capital and management bases of the airlines;

monitor and forecast air transport developments in so far as these devel opments affect the Caribbean.
With cooperative arrangements and regional approaches to tourism, Caribbean islands can share the huge
expenses of building marketing intelligence systems, information technology networks, and the promo-
tion and public relations campaigns. Likewise, to develop any viable food production programme, ajoint
Caricom approach should be undertaken. Most individual Caribbean islands cannot grow most of the ba-
sic foodstuffs, but collectively this goa could be achieved in order to meet the demands of the region. It is
indeed these cooperative arrangements and united effort that can considerably increase the strength of the
bargaining power of the entire region (Poon 1993: 276).%

6. Concluding Remarks

This paper has sought to exhibit the development problems in the Caribbean, based on the region’s struc-
tural dependence and inefficiencies of the market system; to explain the issues surrounding these prob-
lems; and, finaly, to look at the role of the state. Regional disparities persist for long periods of time and

have harmful economic, political, and social effects. There is no reason to believe that there is an “invisi-
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ble hand” that will promote balanced regional growth and endogenous competency. It is evident that the
process of cumulative causation, coupled with intense imperidist exploitation, is largely responsible for
the creation of winners and losers, development and under-devel opment.

An important question concerns the lesson to be drawn from the East Asian development experience that
can subsequently be generalised to and applied in Caribbean economies. The available evidence shows
quite conclusively that the East Asian Developmental State model is the product of specific historical cr-
cumstances with the logical corollary that there may exist mgjor constraints on its transferability to or rep-
licability in different or aternative national contexts. It would generaly be wrong to consider that the
Japanese economic policy-making could, or indeed should, be transplanted to Caribbean economies
which are characterised by different historical and cultural circumstances, and different socio-political
characteristics. What is important to learn from the East Asian success story, however, is the approach to
the problem (i.e., the strategic approach). To begin to be successful will require a high quality of state
intervention and a certain degree of commitment by Caribbean governments to domestic development.
Recent calls for globalisation, further liberalisation and deregulation, minimalist state and “good” govern-
ance seem to entirely miss the point: in today’s circumstances, Caribbean societies will not be able to
make speedy transitions from poverty without activist states which approximate the model of a develop-
mental state (ideally but not necessarily the “western democratic type’). Without such states, the human
cost of the “New Liberal Order” may be immense. In this globa era, therefore, the solution may be to
bring the “nation state back to business’. In short, contrary to the current orthodoxy, development re-
quires better state action, and thisis most likely achieved from Developmental State policies.
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pp. 183-214.
7. Thomas (1974), Dependence and Transformation: The Economics of the Transition to Socialism pp.
116-17. See also, Thomas (1978), “The ‘non-capitalist path’ as theory and practice of decolonisation and
socidist transformation”, pp. 10-36; and Gonsalves (1981), The Non-capitalist Path of Development: Af-
rica and the Caribbean.
8. Arthur (1996), “The new redlities of Caribbean international economic relations’, pp. 47-48.
9. SeelICA (1998), Performance and Prospects for Caribbean Agriculture, June.
10. Ibid.
11. Both andysis and development suggestions are based on the views of Kaecki (1971) and Kaldor
(1978).
12. See, for example, Clayton (2001), “Developing a Bio-Industry Cluster in Jamaicac A Step Towards
Building a Skill-based Economy”.
13. Again, both analysis and development recommendations are based on the views of Kaecki (1971) and
Kaldor (1978).
14. The “infant industry” argument for intervention is very important and relevant here, as full exposure
to competition is likely to precipitate a dramatic reduction in the size of these industries. In addition, re-
search suggests that nations which do best in the global arena are those which manage change and use
their institutional arrangements to protect their national economies from international vagaries and disa-
der (Tyson 1992; Chang 1994; Singh 1995 and 1998; Boyer and Drache 1996 —among others).
15. It is argued here that, even under the current conditions of globalisation and the pressures from inter-
national organisations such as WTO and IMF, governments still have room for Developmental State poli-
cies. In arather smilar vein, Chang claims that

“intelligent governments should try [...] to use TNCs in a strategic way in order to acquire necessary capital,
technology, marketing networks, and so on. What exactly the “strategic way” means will depend on various
factors, such as the country’s relative bargaining position, the technological nature of the industry, the role of
the particular industry concerned in the bigger scheme of industrial development, and so on ..."” (Chang 1998:
111).
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“An intelligent government pursuing a strategic industrial policy will not have a “uniform” policy towards
TNCs across industries, as many neoliberal economists recommend. Each industry serves different functions
in the greater scheme of industrial development, and it would be foolish to have either uniformly restrictive or
uniformly liberal policies towards TNCs across different industries. This also means that the same industry
may, and indeed should, become more or less open to FDI over time, depending on the changes in the various
internal and external conditions that affect it” (Chang 1998: 111-12).

16. Moreover, stopover visitors expand the domestic markets. Indeed, the growth of demand for an ax
thentic Caribbean flavour (tourist consumption plus food and beverage souvenirs) provides the opportuni-
ties for the growth of supply of local specialties by local producers.

17. The proposed framework would aso incorporate the informal economy.

18. “Strong” in the sense that the government is able to credibly commit itself to “national purpose’ pol-
icy making; serious and capable of signaling its commitment to sustainable economic development.

19. This approach allows “considerable autonomy in determining the mode of operation, and adjusting it
as experience accumulates’. The main objective is “a dynamic economy rather than sticking to a set of
rigid rules imposed by a central bureaucracy” (Cowling 1990: 25).

20. “Embeddedness’ does not mean cozy relations between the state and individuad private firms, but a
strategic government-business interface that is distinguished by transparent consultation, cooperation, and
coordination mechanisms (Ahrens 1997: 126).

21. Infact,

“institutions can formalise the commitment to such [development strategies], and their structure, procedures,
and personnel can act to ensure that such commitments cannot easily be reversed, but they are simply ratifying
[plans] aready established. The history of planning shows how fragile was the commitment, despite the crea-
tion of many new institutions [in Caribbean territories], and [the lack of teeth of these institutions was quite
obvious]. With clear goals, and a determination to pursue them, institutions with teeth should be forthcoming”
(Cowling 1990: 23).

22. The past history of intra-regional cooperation is not such as to raise hopes very high.
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