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Prayers were led by His Honour the Speaker.

Mr. SPEAKER: The House is now in session.

MINUTES

Mr. SPEAKER: The Minutes of Tuesday, March 11,
1997.

Hon. Miss B. A. MILLER: Mr. Speaker, | beg
to report that the Minutes for the meeting of
the Honourable the House of Assembly of its
meeting of Tuesday, March 11, 1997 have not been
received. | would beg to move that these Minutes
be deferred.
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Rt. Hon. O. S. ARTHUR: I beg to second that, Sir.

it. Mr. SPEAKER: If that be the will of the House, so be

PAPERS

Hon. G. W. PAYNE: Mr. Speaker, | am commanded
to lay the Annual Reports of the Barbados Transport Board
for the financial years, 1990-91, 1991-92, 1992-93 and
1993-94.

OBITUARY SPEECHES

Rt. Hon. O. S. ARTHUR: Mr. Speaker, | have been
informed by His Excellency the Governor-General that the
first Governor-General of Barbados, Sir John Stow, has
died. | thought I would bring that to the attention of the
House and that the House will at some appropriate time
revert to the matter.

SUSPENSION OF STANDING ORDERS

Hon. Miss B. A. MILLER: Mr. Speaker, | beg to
move that Standing Orders Nos. 6, 16, 18, 20, 42(5), 43
and 44 be suspended for the rest of this day's Sitting.

Rt. Hon. O. S. ARTHUR: | beg to second that, Sir.

The question was put and resolved in the affirmative
without division.

GOVERNMENT BUSINESS

Mr. SPEAKER: Government Business is now the
order of the day. Order No. 1.

ORDER NO. 1 - THE APPROPRIATION BILL, 1997

Rt. Hon. O. S. ARTHUR: Mr. Speaker, Sir, the
debate on the Estimates of Expenditure for 1997/98 takes
place at a very delicate and sensitive period in the
development of our society. We have reached the juncture,
Sir, where we have to take very careful and far-reaching
decisions regarding the scope of the policies and
programmes we adumbrate and implement to continue to
create income and wealth while, at the same time, deal in
a frontal and fundamental way with serious issues
pertaining to redistribution of income and wealth.

It is a balance, Mr. Speaker, that has confronted many
developing countries. It is a juncture at which there is great
scope for doing great good and also great scope for doing
great harm. The history of those societies in which this
issue has had to be faced is one characterized by the
experience in which a very delicate balance between the
continued creation of income and wealth and constructive

fundamental and far-reaching measures to redistribute that
income and wealth have not always been happily resolved.
We have an historic opportunity in this debate to show that
at this juncture we can get it right.

| start this debate on that tone because, fundamentally,
the Estimates have been couched in a framework that
recognizes that we are in the period of intense recovery
from the recessions of the early 1990s, that the prospects
for the continued material development of the society are
strong, that we nonetheless have within our midst intense
pockets of poverty and it behoves us to continue to realize
the tremendous economic potential of this country while
simultaneously dealing with the abject poverty which,
unfortunately, is the lot of so many Barbadians.

It is not automatic, Mr. Speaker, that the right choices
will always be made. There is a tendency on the part of too
many Barbadians to say that it cannot happen here, that
what has happened in so many developing countries, the
over-extension of the State in support of social justice,
cannot happen here. But we must remind ourselves, if we
need to be reminded, that as recently as 1989 Barbados
attained its highest level of material development. It was a
year characterised by the highest level of tourist arrivals in
this country's history. Yet, in two short years it was
virtually all gone and undone because the wrong choices
were made at a critical juncture in the history of our
development. 10.30 a.m.

We have, Sir, to appraise these Estimates from the
point of view of whether they facilitate our making the
right choices at this critical juncture in Barbados'
development so as to continue to spur on material
development, whilst bringing about that material
development within the context of social justice. These
Estimates are intended to set the continued material
development of this society firmly within the context of
social justice.

Sir, that there is poverty in Barbados, is not in doubt.
That there is intense poverty in some pockets of Barbados,
is equally not in doubt. We are making policies in the
shadow of one of the most intense recessions in this
country's history, an intense recession that occasioned and
led to very drastic structural adjustment policies having to
be implemented in furtherance of the common good. One
of the objectives sought was to protect the long-term
viability of the Barbadian society by protection of the
exchange rate. Whatever common good might have been
sought, Sir, the reality is that the severity and savagery of
some of the structural adjustment policy did have the effect
at the individual and household level and at the level
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of the major producing enterprises of bringing about
poverty, dislocation and financial and economic distress.

It is a fact, Mr. Speaker, that a lot of the structural
adjustment measures fell on labour, the household sector
and on consumers so much so that (he household sector,
the individual in society and a large cross section of the
productive enterprises of Barbados were genuinely caught
up in fight for survival.

It is reflected in a loss of income not just by way of
the 8% pay cut but by the decline in the income generated
in society. It was practically demonstrated in simple matters
like the abandonment of insurance policies as people made
decisions at the height of the recession to forget about the
long-term in order to deal with immediate crises.

We have reached a stage now, Mr. Speaker, where
happily we are emerging from the intensity of that
recession.

It is without doubt true that some of the trauma of the
recession continues to exist in this country. It exists in
people's sense of their relative deprivation. It exists in the
fact, Mr. Speaker, that many productive enterprises and
many households have not yet fully recovered. It also
exists, Mr. Speaker, in the sense that the expectations of
the society have been aroused by the evidence of growth to
expect that past problems will now have to be resolved
with a greater sense of urgency.

We have to set this as the framework, Sir, because
sometimes reacting to urgency causes societies to stretch
themselves beyond the limits of the resources that are
available for the correction of the problems that everybody
recognises have to be dealt with. We have, by way of these
Estimates, Sir, try to set Barbados on a course where we
are judicious and sensible in our provision of the resources
to correct urgent social problems without at the same time
undermining the stability of the economy nor committing
ourselves to economic policies that are not sustainable and
could, over the medium and the long term, do irreparable
damage not only to the economy but undermine our ability
to continue to support the accomplishment of our social
objectives.

Sir, all the numbers in these Estimates, the extent of
the deficit, the financing of the deficit, the allocation of
expenditure, the manner in which we are seeking to derive
our revenues, are all intended to address the issue of
sustaining the material development of this society within
the context of social justice.

Sir, the Estimates themselves have effect within the
context of the performance of the economy, as it has

recently evolved and in the context of the economy as it is
likely to evolve in the immediate future.

| am in a position, Sir, to report to the House, that
we would have in 1996 realised the third year of growth.
Growth is expected to be in order of 4.5% and we are now
coming back to the situation and the House has to be
mindful of this statistic where Barbados, in nominal terms,
will this year be producing for the first time more than it
produced in 1989. That is where we are, in terms of
material production in Barbados.

It has taken three years of growth to correct the
problems of the recession and we are now in a position to
move beyond 1989 levels of production in this country. It
is a message to us, Sir, if we need a message as to how
things can go downhill quickly and how difficult it is once
it goes down to bring it back up. It has taken a tremendous
sacrifice, the ruining of a lot of reputations, a lot of
headaches to bring back this country. Everybody in this
House has constituencies to represent. All of us are under
pressure to represent our constituents so | would therefore
urge all members that in our urgency to deal with the
problem, we do not let ourselves put Barbados back in an
unsustainable position because we do not want the trauma
of the early 1990s.

Sir, beneath the growth rate, there are some statistics
that I think are entirely salutary. There is an inclination of
some members who want to pride themselves on their large
social conscience to say that things like the reserves do not
matter, but they do. We saw the very fabric of this society
put to the test because of the weakness of our reserves and
the threat to the exchange rate that came with the weakness
of those reserves. All of us, the stakeholders in this
Barbados society were prepared to endure tremendous
sacrifice to avoid a devaluation and to do what was
necessary in the country's interest by way of allowing the
reserves to be built up.

May | say, therefore, Mr. Speaker, that at the latest
count, the Central Bank has over $600 million in reserves.
| am saying that not in any sense immodestly and that our
net reserves, our gross reserves are in excess of $610
million at the latest count. Our net reserves are over $600
million. | am saying that not with any sense of boastfulness
but maybe to establish that we have now put this country
on a plateau where we have a sufficient cushion of reserves
to make the threat of devaluation no longer an issue in the
management of the affairs of this country. That is the
significance of it. 10.40 a.m.

That $600 million in our reserves that we now
possess so exceeds the 13 weeks that are generally required
for safety's sake, that in fact part of the management of this
country's foreign exchange reserves has, in the future, not
to do only with keeping them in a safe place in case you
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have to call for them but will have to do with asset
management making sure that we get the very best deal for
them. That is an issue on which we are going to have to
get professional advice because we would not want to build
up the reserves and thereafter do foolish things with them
in the interest of quick profits but on the basis of
speculative foreign investments. That is where we are with
the reserves, Sir.

It is a tribute to the country, a tribute to the
Government, that last year we were able to boost the
reserves without going to the foreign markets to borrow on
commercial terms and that the recent accretion in reserves
has come from an expansion in foreign exchange earnings
and from autonomous private capital inflows. That is to
say, Sir, that the external position is becoming sounder. We
boost reserves by commercial borrowing but the best
manner in which you sustain increases in the reserves is if
the accretion in the reserves comes from your earnings and
from autonomous private capital inflows. We are in the
position, Sir, where a large proportion of the increase in
our foreign exchange reserves has come precisely from an
expansion in our earning capacity and from people
investing in Barbados.

We treat it, Sir, as a salutary development because it
also means that we can conceive of monetary and fiscal
policy in a more expansionary context now since we have
so boosted the reserves that there is no threat to the
exchange rate, even if there were to be some element of
reserve depletion associated with our fiscal and monetary
stances. | am saying all of that to remind the House about
how quickly it can all vanish and how great still is the
need for us to be circumspect in the policies that we pursue
even in the midst of this apparent success.

I am also pleased, Mr. Speaker, with the fact that the
rate of unemployment in this country has in every quarter
in the last few years come down.

Applause.
Asides.

Mr. SPEAKER: Please, please. We have been going
very well, let us proceed orderly.

Rt. Hon. O. S. ARTHUR: | am very pleased, Sir, that
the rate of unemployment in Barbados has in every quarter
come down and that it is now less than 15%, the only time
that it has been less than 15% in the last 10 years was one
year and in this quarter, Mr. Speaker, the extent of activity
taking place in the country would in and of itself create a
prima facie case to suggest that the rate of unemployment
in Barbados is going to come down further.

I have had, in the course of the last two years, Sir, to
endure all of the taunts of people who speak savagely
sometimes about the 30 000 jobs, Mr. Speaker. | have had
to endure the taunts of people who have been very caustic
in their criticisms of the Government's job creation
programme and again, Sir, it is pleasing to us that although
the problem has not yet been fully resolved this country is
now showing that job creation can go with income
generation and that jobless growth does not have to be the
fate of countries like ourselves, Mr. Speaker. | say that to
make the additional point that part of the objectives in
material development that we will be seeking through these
Estimates and our general economic policies may continue
to create an environment within which increased job
opportunities can evolve and emerge as the economy
grows, if we stay on course and do not do wild things with
this economy, Sir, if we get our training institutions to
really begin to match the supply of skills with the demand
for skills, if we set and maintain the correct framework
within which new businesses can be created and old ones
expanded, Sir, if we can press on with the initiatives to get
an enlightened private sector to seize the opportunities that
are evolving in international economies and at home and in
the region. If we can get a thriving class of small
businesses in this country really to get their act together,
the goal of full employment is not an elusive goal for
Barbados. | have not, myself, ever set a time limit on it,
Sir, but | too feel that the policies that have just been
adumbrated can provide a basis for full employment in this
country and that we have to continue to stay the course on
it, Mr. Speaker, no matter what the cost may be.

Mr. Speaker, Sir, the performance of the economy is
also driven by the output in the export sectors, again a
crucial index because there have been times in our past,
Sir, when the balance between the private sector and the
non-trading sector have not been of a nature to create the
conditions for sustainable growth. You can have growth in
the non-export sectors for a while and if that growth is
particularly rampant it would last only for a while but at
some stage the growth will come to an end because of
foreign exchange constraints. Where you get the growth
being led by the export sectors, Sir, the possibility of that
growth being sustained and sustainable and free of any
foreign exchange constraints becomes real and we have
therefore not only been seeking to get the economy to grow
but to grow in a sensible balance between the trade and
tradeable sector and we are at that stage where the
economy is concerned.

In this matter, Sir, 1 would like to speak to the
question of manufacturers. The Central Bank has indicated,
and | have information that is available to all Members of
the House, the Central Bank has indicated that preliminary
information would suggest that the manufacturing sector
has fallen by 1.7%. The Central Bank and the Barbados
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Statistical Services use weights for industrial activity that
allow old sectors, such as electronics, garments and
furniture to continue to assume their same significance as
components of industrial activity now as they did in the
early nineteen eighties. There has been a change in the
composition of industrial output in Barbados and newer
more aggressive industries with a very high export accent
have been coming to the fore while the older industries in
garments and electronics have been in relative decline.

The bottom line, Mr. Speaker, Sir, is that on the basis
of the information available to the BIDC, the exports from
the manufacturing sector last year grew by 35%. Sir, the
Honourable Member says it is nonsense because it does not
coincide with what he wants it to be, but the certified
exports of the sector grew by 35% so that there would have
had to be a traumatic reduction in domestic demand from
our industrial commodities to have a sector whose export
earnings have increased by 35% register an overall decline.

Mr. Speaker, Sir, as | said, of the Central Bank's
preliminary statistics - and the Member for St. Michael
North-West wants to interrupt me because what | have said
does not coincide with what he wants to assert but | will
make the information available to the House - these are the
facts as they presently stand.

Asides.

Mr. SPEAKER: Please, could the Honourable
Member... Order, please. Order please.

Rt. Hon. O. S. ARTHUR: | have come to the House,
Sir, in as constructive a mood as possible but the Member
for St. Michael North-West is not hearing what he wants to
hear, Sir, so you can expect this. He is a spoilt child, Sir.

Mr. Speaker, Sir, | would have said enough also to
indicate that there is substantial investment taking place in
the Barbados economy and | will have some more to say
on this matter very shortly when | address the issue of the
prospects for the economy and the search for material
development within the context of social justice because
this is the issue of the day. Our reserves and our growth
were both spurred and boosted by strong investment
including strong private capital inflows. 10.50 a.m.

Mr. Speaker, we have to be judicious in how we
approach the question of the role of foreign capital in
Barbados. We live in a world in which rules originating
from the WTO will increasingly seek to have equality of
treatment for investment between our countries and the rest
of the world. We have increasingly as well, Mr. Speaker,
as we have in the past, subscribed to bilateral investment
treaties, the core of which has been equality of treatment to
foreign and domestic investment.

Sir, there has been a history in this country of
accommodation of foreign investment. A lot of our
tourism plant and a lot of the villas on the west coast have
historically been developed by people whose interest in
Barbados was not a quick shot, immediate rate of return,
but a desire for a long enduring relationship.

We are characterised as a tourist economy and as one
of the few places in the world where there is a lot of repeat
business.

There are people who have been coming here, Sir, for
30 or 40 years and they have made substantial investments
in the society, not with the view of making a quick rate of
return, but because they have a long view of their
relationship to Barbados.

It is not in our best interest, Sir, to discourage people
who have a long view of our development and whose
interest is not in gratuitous short-term profits. It is not in
our interest, Sir, to discourage people from having that long
sympathetic view of our development. At the same time
Sir, we are mindful of the fact that there are also some
unsalutary features to foreign investment.

Very often foreign investors seek terms and
conditions that are obnoxious and can exclude the
involvement of our citizens, Sir, in levels of activity that go
beyond the menial.

Very often foreign investment has to be supported by
some very generous concessions, Mr. Speaker, so we have
to be judicious.

I just want to take this opportunity today, Sir, to say
that this morning I met with the principals of Barbados
Shipping and Trading and St. James Beach Hotels. | have
decided not to be drawn into the public controversy
because, under the laws of Barbados, Chapter 71, the
Minister of Finance is designated as Exchange Control
Authority. Under section 33 of that Act, any attempt by a
foreign entity to take controlling interest in the share-
holding of a local enterprise has to be approved by the
Minister of Finance acting as Exchange Control Authority.

As such, Sir, this issue has to be evaluated by the
Securities Exchange of Barbados to ensure that any
agreements made between the former shareholders of the
existing Almond Beach and the Securities Exchange
Control are consistent and are met in that context.

There ought to be something very salutary about
Barbadians who own assets in the country who want to
maintain an interest in those assets. We are doing
everything to ensure that Barbadian shareholdings are in
major productive enterprises in our key sectors and that
Barbadian shareholding is maintained at a sufficient level
as will allow the fortunes of the citizens of Barbados to
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advance consonant with the material development of this
society.

A stakeholding in this society by way of share-
holding is an important part of ensuring that the benefits of
material development of society, Sir, are dispensed with a
view to national development.

| believe Sir, that an arrangement really must be put
in place to ensure that substantial private shareholding in
the Almond Beach continues to be a feature of that
transaction which saw an asset being transferred by the sale
from the public sector to the private sector.

I believe Sir, that a happy conclusion could be
reached whereby substantial local interest in major
productive assets in this country, Sir, continues to be a
feature of our economic philosophy and our economic
landscape.

I also want to take this opportunity to make it
abundantly clear, Sir, that this administration will not, will
not, will not, Sir, be associated, in any remote way, with
our beaches in this country becoming private beaches and
going into private hands. | want to make that, Sir,
abundantly, abundantly clear...

Asides.

Rt. Hon. O. S. ARTHUR: I will speak this in a very
clear way, Sir. In the late 1950s when the Sandy Lane
estate was being developed, there was a covenant drawn
under which the owners of the properties have to be
responsible for the maintenance of the roads...

Asides.

Rt. Hon. O. S. ARTHUR: But there is apparently, Sir,
a flaw in the covenant. | am advised by the Clerk of the
House, Sir, that sometime in the past, there was an attempt
made to have a Private Members' Bill brought here to
address what was a private matter by way of action in this
House. It did not succeed then, Mr. Speaker, it will not
succeed now. There is nobody on this side who is
interested in bringing a Private Members' Bill to deal with
that issue which has anything to do with the privatization
of beaches in this country...

Asides.

Rt. Hon. O. S. ARTHUR: This Government will not
be associated with any legislation that seeks to introduce to
Barbados any notion that the beaches of the country should
be under private control or will be for the exclusive use of
any private group. That, Sir, is repugnant to the policies of
this Government.

| am saying all of that, Mr. Speaker, Sir, because
Barbados' development is in part being driven by
autonomous private capital inflows. This is nothing new.
We want to have an environment within which private
capital inflows can come into this country and continue to
function but do so in a manner that is not repugnant to
social justice in this country, Sir, or in a manner that does
not retard the opportunities or block the opportunities that
should be available to the Barbadian public. 11.00a.m.

Therefore, on this particular issue, we are as vigilant
and as concerned as anybody else with any practices that
would introduce any new ways of doing business that are
repugnant to the Barbadian way of life.

Sir, the prospects of the Barbados economy in 1997
are also fairly sound. We expect that the growth in the
economy will continue at a rate that coincides with what
we regard as the sustainable rate of economic growth. We
believe that the balance between the export sectors and the
non-export sectors will continue to be in favour of the non-
export sectors. We do not see any foreign exchange crisis
on the horizon. Rather, we see a continued strengthening of
our reserves to allow us to have the latitude to do creative
things with our social development. We see a continued
balance in the spread of the growth as between the various
sectors. We see a continued reduction in the level of
unemployment.

At the end of the day, Sir, although the prospects are
sound, we must not convey to the society that we have put
all of our economic problems behind us because we must
always remember that 1989 was indeed an historic year and
within 2 years it had all virtually gone.

Sir, it is against that background that | want to outline
the main aspects of the fiscal policy and the main details
of this year's Estimates of Revenue and Expenditure. In the
last 2 years we have tried to contain the size of the fiscal
deficit in the belief that, as the economy was recovering
from the trauma of the then deep recession of the early
1990s, we first had to consolidate the strength of the
economy and that until we were satisfied that the strength
had in fact been consolidated it would have been a grave
error to do a lot of expansion on the fiscal side.

I, therefore, set limits to contain the fiscal deficit at
about 2% of the GDP. Last year, | thought | would even
extend it to 2V,% of the GDP because | thought that the
prevailing circumstances, meaning that we were still in a
very delicate position, did not allow us much scope for
fiscal expansion.

Last year, | came to this Parliament and brought
Estimates that basically said that over the course of the
year the Government forecast that it was going to
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raise $1 220 000 000 in revenue and that we would incur
$1 500 000 000 in expenditures. The projected out-turn for
the year suggests that the revenue forecast will be more or
less on target. The expectation is that we will realise
revenue of $1 229 000 000, about $9 million more than we
forecast. In point of fact, Sir, the revenue could have been
better were it not for the fact that in the last 3 months of
the year private sector uncertainty about the VAT excited
significant restraint from stocking.

If you take, for example, the revenues in October for
1995 and 1996: in 1995, current revenue in October was,
| think, $105 million, and in 1996, revenue in October, was
$79 million. That was the extent of the battery that we
incurred because of the wait and see attitude in relation to
the VAT. Our revenue was more or less in line with
expectation.

It is important that the House understands that the
Government has tried to keep its expenditure in line with
what it asked the House to approve at the start of the
financial year. This is the second year in which | have to
make this point to the House. We do in fact bring
supplementaries to the House but our budgetary process is
a fluid and continuous process in that we take stock of the
rate of execution particularly of capital expenditures, and
in circumstances where it is absolutely clear that certain
capital projects will not be realised, there is, therefore, the
recognised scope for the substitution of other expenditures
that can be carried on while keeping total spending within
the limits that we regard as prudent.

The House will therefore see that we anticipate that
even after we have paid a productivity bonus, and the
House will be asked to redeem shortly $11 million in
National Development Bonds issued in favour of BDB that
will fall due for redemption on March 31, that even after
we have done all these other things, our total expenditure
for the fiscal year will be within the limit of the $1.5
billion that the House approved in March last year despite
the bringing of supplementaries.

The reality is that the analysis of the projected outturn
will show that the capital programme although it has been
stepped up did not fully absorb the $235 million that was
planned for capital projects in the course of this year 1996-
97. Rather than spending $235 million we are likely, to
spend about $189 million. It all has to do with the fact that
a large part of our capital programme is in the nature of
projects which have loan financing with the IADB. In
particular, the meeting of IADB's methodology and the
nature of the IADB's bureaucracy are not factors that are
conducive to rapid capital execution.

There was one project, Mr. Speaker, in particular, for
which the House voted a substantial sum last year and for
a very good reason. The loan contract, that is, the

Bridgetown Project, was negotiated in 1992. Once the loan
contract is negotiated we begin to incur commitment fees.
So we start to pay the Bank even if we are not using the
funds. For a few years no counterpart funding had been
provided nor has there been a settlement of the contract for
the consultant for Government. It took the Bank 6 months
to agree on a no-objection to the consultant and it is
matters like these that slow down project execution.

On the South Coast Sewerage Project we have had a
lot of to-ing and fro-ing with the bank arising from the
nature of the bank's methodology on contractors who are
carrying out work on behalf of the Government of
Barbados. There have been instances in which the nature of
the work being done has been such that the Government
has had to raise fundamental concerns with the Bank about
the performance of the contractor. We have had in one
instance to go back out to contract because the one bid was
so highly in excess of the price that we wanted to pay the
contract that it would have been at great peril to the
Treasury for us to accept the bid. All of these things, Sir,
tend to retard capital project development in the country.
11.10a.m.

It is a sad thing that over the years project
management capability in the public sector has not been
treated as the specialist area that it is, and it is a sad thing
that there has not been over the years, Sir, systematic
training of people in project management and project
execution,

We do have a situation, Sir, where there is a shortage
of people in the public sector trained in the techniques of
project management, and we also have a related deficiency
of being able to get the kind of skills needed for projects
like engineering and other technical skills, at the price paid
by the public sector for those kinds of skills as compared
with the private sector. We have great difficulty for
example, in getting engineers to work at public sector
wages and we are seeking to circumvent these by
accentuating the skills in project management, and by
offering contracts and by seeking to get scarce services in
the public sector on a contractual basis. So that, Mr.
Speaker, Sir, despite all of the supplementaries of which
there was so much horror expressed, Government's total
expenditure for the year will amount to no more than the
House approved initially last March, because all that we
did was to take up the slack that existed from the fact that
the capital programme was not fully realised, and make up
for that slack by substituting other types of expenditure
activities.

Sir, in relation to the revenue in the fiscal position for
next year, what is immediately apparent is that the
Estimates for 1997-98 herald somewhat of a change in
Government's fiscal policy. In the first two years,
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Sir, because the foreign exchange situation was still very
delicate, because the domestic liquidity situation was still
very delicate, the Government thought it very prudent to
restrain the fiscal deficit at about one percent of GDP. We
now have a situation, Sir, where, as | said, our foreign
exchange reserves are over $600 million, about six months
of reserves, exceeding the limit required for safety. We
have a situation as well, Mr. Speaker, where there is
tremendous excess liquidity in the domestic banking
system, and we therefore are in a position to contemplate
some element of fiscal expansion as represented in a larger
fiscal deficit as a proportion of GDP, in the knowledge that
we can safely do so, and in the process to accomplish
major objectives having to do with the achievement of
social justice in this society, without putting the balance of
payments of this country at risk, without inducing any
threat to the exchange rate and without in any respect, Mr.
Speaker, putting the private sector of this country in a
position where it could not have ample and liberal access
to credit.

The decision by the Government this year to allow a
larger fiscal deficit has objectively and concretely to be set
in the context of the existing external reserves position as
well as in the context of the domestic liquidity position that
is facing this country. This is not an excessively large
deficit. It is in line with the deficit that | believe, Sir, is
sustainable. It in fact somehow exceeds the two and a half
percent deficit that | believe that we should aim at, but it
is all related to the fact, Sir, that the Government has
greater elbow room because of a greater external reserves
comfort, to be able to treat through the fiscal side, social
problems .that are urgent and can no longer be resisted and
the Estimates have therefore, Sir, have to be seen in that
holistic context.

Sir, | really must first of all deal with the revenue
because, unhappily, a mischief has crept into the public
discourse of our financial affairs that has been inspired by
the fact that the Member for St. Lucy generally speaks
without pausing either for breath or for thought.

Sir, the Value Added Tax is a tax...
Aside.

Rt. Hon. O. S. ARTHUR: Sir, the Value Added Tax
is a tax that is intended to replace eleven taxes. The Value
Added Tax, Sir, and the Excise Duty | should say, are
intended to replace eleven pre-existing taxes. The new
Value Added Tax and the Excise Duty are now included in
the Estimates under that category called "Taxes of Goods
and Services."

Some of the taxes that the VAT and the Excise
replace are also included under that category called "Other
Taxes on Goods and Services/* but there is one major tax,

Sir, that the VAT and the Excise have replaced that was
never included under the category of "Taxes on Goods and
Services" and that is the stamp duty on imports that was
projected last financial year to realise about $89 million
which, like the other stamp duty, was classed under a
category called "Other Taxes."

Now you would feel, Mr. Speaker, Sir, that before
people put their mouths in gear they would look, Sir, at the
total situation and try to see where the VAT and the Excise
are now located in relation to where all of the taxes that
the VAT and the Excise replaced were located in the first
instance. It is true, Sir, that taxes on goods and services are
projected to increase by a $900 million, but it is also true
that the category of taxes called "Other Taxes" under
which the stamp duty on imports is effective is intended to
decline, Sir, from the $89 million of projected revenue last
year to $7 million this year, and a sensible mind would
have offset the increase in the category "Taxes on Goods
and Services" with the corresponding decrease that is
occasioned by the abolition of the stamp duty on imports
before they made any statement at all about how much
revenue the VAT is likely to realise.

The reality, Sir, is that all the eleven forms of revenue
that the VAT is replacing, Sir, were last year projected. If
they had been allowed to stay in place for a full year given
the performance in the first nine months of the year when
they were in existence, they would have, in the course of
a full year, realised over $489 million and that with an
element of growth those eleven taxes in this year with a
three and a half per cent growth in the economy, would
have altogether realised about $500 million which is what
the Excise Tax and the VAT are now forecast to realise.

So that somebody picks up the Estimates, does not
understand what they are saying but they rush off with this
big foolish headline that the VAT is intended to raise a
$100 million more than the taxes that it replaced, and that
the Government is in for some major bonanza. So we have
to deal with that because out there in the society is the
issue as to whether or not we are in a position to afford
any serious adjustments in the VAT base at this time. |
would urge members to be sensible in how they read the
Estimates.

The Member for St. Lucy is totally agitated from his
seat because he cannot stand scrutiny. 11.20a.m.

Mr. D. St. E. KELLMAN: On a point of order, Sir.
It is not normal, Sir, to interfere with an Honourable
Member at this point in time but the Honourable Member
is misleading the House. When | made that statement about
$100 million more in collection in VAT, | was not reading
these Estimates. That was made over 6 months ago.
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Mr. Speaker: No. That is not a point of order, please.

Rt. Hon. O. S. ARTHUR: What is savage about it,
Sir, is that at least one section of the media, without a
critique, takes it out and trumpets it that there is a $100
million boom. There is an increase in goods and services
taxes by $100 million and a corresponding decline in the
taxes on other services.

Asides.
Mr. SPEAKER: Please, please!

Rt. Hon. O. S. ARTHUR: Not fully corresponding,
Sir, but there is a substantial decline because we have
removed the stamp duty on imports and the stamp duty on
imports last year was geared to collect $89 million. | have
to stress the point, Sir, because | have already said to the
House that we have to give ourselves a chance to truly
assess the full base of the VAT. The numbers of the VAT
for the first 3 months are projected in the Estimates of
Expenditure this year, the first 3 months of the year in a
calendar sense. The Estimates show, and in fact, the VAT
is yielding revenue at the rate of $22 million in the first 3
months. That is precisely the point I am making that the
VAT is yielding revenue at the rate of about $22 million
for the first 3 months.

I want to develop the point, Sir, that it is our
expectation that as more and more people are brought into
the tax net through increased registration, the yield from
the VAT will rise above the $22 million a month because
we believe that, if the VAT and the excise tax are to equate
to revenue foregone through the abolition of the pre-
existing indirect taxes, the VAT will have to raise more
than the $22 million. These Estimates should be telling the
House the point | have been making all along that we have
to give ourselves a chance for the base of the tax to be first
established before we start making substantial adjustment
by way of exemption of any other commodity.

Aside.

Rt. Hon. O. S. ARTHUR: | have told the Honourable
Member, Sir, that we have 2 months® collection already, but
that the 2 months' collection at $22 million a month will
not give you $300 million in revenue unless at some time
the base of the tax expands by almost succeeding in
bringing more businesses and potential VAT payers into
the net.

It is not true, Mr. Speaker, and | want to say that
categorically without fear of contradiction, that the
Government this year is expecting the VAT to yield
revenue equivalent to $100 million more than that which
would have been yielded in this financial year had we
retained the pre existing 11 indirect taxes that have been
abolished. It is not true.

It is projected, Sir, that the VAT will merely succeed
in generating revenues equivalent to what would have been
yielded by those 11 taxes if those 11 taxes were existing in
this fiscal year to come,there would have been about 3V,
per cent growth in the economy. It is a mischief for any
Member of this House, or any journalist, to put to the
public the false and misleading propaganda that there is
some massive boom in revenue that is there awaiting us. |
also want, Sir, to reinforce the commitment I have given to
the House that we will review it in 9 months when we
have more conclusive information about the revenue yield
that has ensued from the introduction of the VAT and the
excise tax.

Sir, on the revenue projections for next year, the
Honourable Member for St. Lucy today is totally...

Aside.

Mr. SPEAKER: One minute please. The Honourable
Member for St. Lucy, could you desist from these
interruptions across the House?

Aside.

Mr. SPEAKER: Please! | am speaking, please. The
Honourable Member for St. Lucy, | am asking you to
desist from these constant interruptions across the Floor,
please. Let us proceed orderly, please.

Please proceed.

Rt. Hon. O. S. ARTHUR: Sir, on the revenue side,
last year we received -1 am seeking in advance to address
some of the queries that might be raised - an extraordinary
special receipt that had to do with the revaluation of our
holdings of SDRs and that $17 million special receipt, the
difference is now shown as a factor that will in 1997/98
reduce special receipts by $17 million.

In relation to taxes on trade, the House will note that
this year the Government expects to get less revenue from
import duties and this is related to the fact that effective
April 1,1997, the Government is going to give effect to its
undertaking to carry out the third phase in the introduction
of a Common External Tariff which will see the top rate of
import duty falling from 30 per cent to 25 per cent.

The House will be aware that all Caribbean countries
are under an obligation to introduce a Common External
Tariff in phases. We are now at the third stage and in that
third stage the top rate of the import duties will fall from
30 per cent to 25 per cent costing the Treasury, we
anticipate, some $5 million in revenue.

The final phase in the introduction of the Common
External Tariff will take place on April 1, 1998 when the
top rate of import duty will be reduced from 25 per cent to
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20 per cent. The decline in the projected increase in
revenues from import duties in this year's Estimates reflects
the introduction by Government on April 1 of the third
phase of the Common External Tariff. The top rate on
import duties in Barbados as of that date will now be 25
per cent rather than 30 per cent except, of course, for the
agricultural commodities and others which fall outside the
scope of the arrangements pertaining to the Common
External Tariff.

In relation to taxes on property, the House will also
observe that in keeping with the Manifesto position of the
Barbados Labour Party as stated in 1994 that when there
was a triennial revaluation of people's properties we would
have so changed the rate of land tax to ensure that the land
tax payable by the householder was the same before the
revaluation.

Last year the House would recall that as a result of
the triennial revaluation | took a decision to reduce the rate
of land tax by 15 per cent such that the 15 per cent
reduction in the land tax would ensure that the new values
arising from the triennial evaluation would not cause
householders to have to pay more. The result Sir, is that we
do not therefore this year expect to receive any more land
tax than we received last year. That is giving effect to a
very clear manifesto position that was stated as part of the
social contract that binds this particular administration.
11.30a.m.

The Member for St. Michael South Central speaks in
amusement when notions of manifestoes are raised because
he knows how his manifesto was savaged by the D.L.P
administration.

Dr. R. C. HAYNES: Mr. Speaker, on a point of
elucidation, I am not sure that | am hearing clearly or if
there is a component of error in the presentation of the
Honourable Member but | borrowed a copy of the
Barbados Labour Party manifesto which is now a document
of the House and | see here The Road to Economic
Construction - Special Proposals - abolition of land tax to
residential properties of a value not exceeding $150 000.

Rt. Hon. O. S. ARTHUR: That is not the manifesto
on which this administration asked for and received the
support of the people of Barbados. There were manifestoes
in the past that he knows about which committed the
Democratic Labour Party to giving back the taxpayers $39
million in deferred taxes of the Barbados Light Power. The
Member for St. Michael South Central had the opportunity
to bring a new regime for energy prices in this country and
to give back the $39 million that was written into the
Democratic Labour Party's manifesto. What did he do? He
struck an arrangement with Mobil to give them 15% after

tax profit in circumstances where they were getting 10%
before. He did that, Sir. He knows about manifestoes and
how he deals with manifestoes.

| am saying to this House that the Barbados Labour
Party in 1994 put a manifesto to the people saying that we
would adjust the land tax rate in such a way that any
revaluation in property would not lead to an increase to
payment by the householders in land tax. That is the policy
on which this administration is elected. It is the policy that
we are honouring.

| believe that there are some areas in which the
revenue estimates inadvertently have underestimated
projected revenues; for example the revenue estimates for
receipts from foreign sales corporations are set at a
constant. The revenues from foreign sales corporations
have increased to $3 million rather than $1.9 million. There
are those areas where there have not been major
adjustments but there should have been. The point is that
they are not significant enough to affect the overall
estimate of revenue. We believe that the overall estimate of
revenue, Sir, is realistic. The realization of the estimate of
revenue for the year to come is predicated on the
assumption that the yield from the VAT and the excise for
the next twelve months will be greater per month than the
yield from the VAT and the excise in the first two months
of its operations. This is a realistic assumption. The
Member for St. Lucy speaks without thought or breadth.
We are not saying that it will exceed the yield that would
have been accruing from the taxes that it replaced but that
the VAT receipts have started at about $22 million a
month. Those who are pressing the Government to cut the
base further means it would commit the Government to a
form of financial suicide. That is why | keep making the
point to let us see the base before we act.

Sir, | turn to Government's expenditure. | make the
point that these Estimates and Government's overall
economic and financial policy for this year will all be
designed to spur on the material development of Barbados
within the context of social justice.

The profile of Government expenditure and the
policies underlying them are to be found in one place in
Table 8 on Page 5 of the Memorandum to the Estimates.
What this profile of expenditure shows basically is that
Government expenditure is set to increase but that the bulk
of the increase is to come in two forms, on the current side
in transfers, transfers predominantly to households and non-
profit institutions and the other increase will come by way
of an expansion in the capital programme.

Sir, these two forms of increase are crucial to our
being able to succeed in stimulating the material
development of this society while serving the best
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precepts of social justice. Transfers includes transfers to the
welfare institutions, Child Care Board, Welfare Department,
University of the West Indies and all the institutions that
are at the core of the provision of social services in this
country.

The Estimates are designed to allow the Government
this year to hold a line on job creation on the current side
although there has been job creation on the capital side. We
have also cleaned up the statutory personal emoluments
because a number of posts have been frozen for which
allocation had continued to be voted by Parliament. There
will still be a few jobs created through the current side but
any jobs created in the public sector for the year to come
will have to be jobs associated with the execution of the
capital programme. We are holding a line on purchase of
goods and services but the increase, as you will see, comes
under the head of "Transfers" - Subsidies to increase by
65.7%, Grants to Individuals to increase by 155.1% and
Grants to Non-Profit Agencies by 12.6%.

The main focus of the Government in this new fiscal
year is to continue to build a strong economy and to deal
aggressively with the abject poverty that still exists in a
very intense way in parts of both urban and rural Barbados.
Before | come to that, Sir, just let me say that one of the
significant areas of increase in public expenditure in this
country is in the provision of university education at the
University of the West Indies. These Estimates reflect the
fact that the increase in ensuring that Barbadians going to
the University of West Indies enjoy free access to that
education will lead to an increase in expenditure of $19.8
million this year as compared to expenditure the year
before.

Before | get on to the poverty alleviation aspect of
the Estimates, Sir, | just want to make the point that we are
now living in a society which, generally speaking, has
moved from a society that provides its citizens access to
basic services to a society that is providing its citizens with
quality services. We have seen it in the scope of services
at the Queen Elizabeth Hospital. There are a number of
Barbadians who have access to open heart surgery free of
cost at the Q.E.H, a service that could cost as much as
US$70 000 to a person who has to have a similar operation
done in the metropolitan world. Our citizens have come to
expect that our health care institutions will provide not just
the basic services but quality services. Equally in the field
of education and training, Sir, there is a systematic attempt
to deepen the range of training opportunities available to
Barbadians to include not just the consolidation of basic
training but to allow Barbadians to have access to more
and more sophisticated forms of training consistent with the
modernization and diversification of the economy into areas
that require the economy to be able to compete at the very
centre of an intensive competitive international business
arena. We have to understand, Sir, that part of Barbados'

material and social development consists not only in the
growth of the GDP but consists equally in our citizens
having access to services of a very high quality for which
they do not have... 11.40a.m.

Aside.

Rt. Hon. O. S. ARTHUR: It is a fact. It is something
that Barbadians take for granted. It is one of the reasons,
Sir, why this society is such an attractive place for people
who do not only want to invest in Barbados but also want
to live here as part of their social relationship and | would
ask the House not to trivialise it because it is something
that I do not claim credit for. It is something that we have
over an extended period of time built up as part of the
heritage of this society. Those of us who have the
responsibility to lead this country now and into the future
should commit ourselves to ensuring that we do not kick
down the ladder of opportunity by, for example, agreeing
to make students pay fees at the University of the West
Indies and that we maintain and broaden both the basic
services as well as the quality services that are so integral
to the standard of living of the people of Barbados.

| stress the point, Mr. Speaker, because it is going to
be an expensive undertaking. If we were, for example, to
systematically upgrade the facilities of the Queen Elizabeth
Hospital to allow it to stay in line with the development of
technology in the health care field so that Barbadians can
have access to treatments that we now might think are in
the realm of high technology but that other people have
come now to accept as the norm, to realise that is
something that would substantially increase the cost of
health care to the Government because we are moving
increasingly away from just doing basic things to doing
high quality things where there is a substantial capital
investment involved.

I would rather, as | said, Sir, if | had to maintain -
and it falls to the Government to have to choose between
maintaining and expanding our services and the
opportunities for social development or doing other things
like playing with the tax base -1 would go in the direction
of maintaining and expanding this country's access to high
quality services because it is what is at the base of the
standard of living for the people of this country and these
Estimates, this year, reflect the determination of this
administration to maintain the quality and to broaden the
range of our social services as a matter of policy.

I have already made the point, Sir, and I believe it is
worth repeating that in Trinidad & Tobago, for example,
there is an income tax, in Trinidad & Tobago there is a
corporation tax. In Trinidad & Tobago, Sir, there is a tax
on petroleum. There is also, Sir, a 15% VAT but in
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Trinidad & Tobago people have to pay to send their
children to University. In Jamaica you have an income tax,
you have a corporation tax, you have a tax on bauxite
called the bauxite levy and you have a 15% VAT but you
still have to pay to send your children to University. We do
not have taxes on minerals to that same extent because the
bauxite levy in Jamaica and the petroleum levy in Trinidad
& Tobago are perhaps major sources of revenue to
Government but with a 15% VAT and without tax on
minerals we are still in a position to maintain access of the
people of this country to very high quality services, Sir. It
is a credit to us and we should continue to put ourselves in
a position where nothing threatens our capacity to
discharge those responsibilities.

Sir, as | said the thrust is in the direction of poverty
alleviation and | hope in this House, during the course of
these Estimates, that all sides of the House will have a
constructive engagement on the best means by which the
ends of poverty alleviation can be accomplished.

I want to start the debate, Sir, by saying the
programmes for poverty alleviation must be so structured
and designed as to allow the resources intended for the
poor to be directly allocated and targetted so that they get
to the poor. If this administration has a choice, Sir,
between targetting resources directly for the poor or
introducing across the board concessions that help
everybody and only incidentally help the poor by helping
everybody, we believe that it is socially efficient to use the
resources to help the poor directly rather than have across
the board concessions. It is called targetting, Sir. | heard,
on the last occasion that this House convened, members
speaking on behalf of the 3 parties in this House and | say
3 parties because there might be 2V, because the Member
for St. Philip seemed to have been in doubt that there were
3 but | never thought that there were three. It was never
my misconception, Sir, but there might have been people
on the Other Side who were always in doubt. | never was...

Aside.

Rt. Hon. O. S. ARTHUR: ... and he might well be
yours. Future events always cast .... Well, | recommend
him to you. The Member for St. Lucy says they will
welcome him as leader, Sir. He will obviously look
forward to the Member for St. Michael South Central being
his leader in the same way that he looks to the new airport
in St. Lucy.

Mr. SPEAKER: Could we proceed orderly, now?
Rt. Hon. O. S. ARTHUR: Mr. Speaker, Sir, the

notion of targetting, if it is applied, will require us to
depart from the way in which, generally speaking, the

social sector has been managed and the safety net has been
drawn in this country. Approaches to the provision of
social relief and other forms of assistance have in this
country taken the form of across the board concessions so
that Barbados is a country that has a uniform grant to
everybody, the rich and the poor, whether the rich and the
poor want them.

We believe, for example, that we have a programme
in place that allows all pensioners to be able to travel
freely on buses which has been overtaken by circumstances
because that is now only a benefit that accrues to people
who happen to live on routes served by the Transport
Board. Consequent upon the decision to remove the
Transport Board buses from the short routes in St. Michael,
it should be obvious to all of us, Sir, that that policy is no
longer relevant because some of the poorest people in the
society are in fact living in the precise areas from which
the Transport Board buses have been withdrawn. To tell
them that they are going to travel freely on buses that do
not run in their district is to really deal with fallacies. If we
are serious about dealing with how we treat the pensioners
and helping pensioners to deal with the cost of
transportation, we have to rethink what we believe is an
across the board policy. 11.50a.m.

It is also true, Mr. Speaker, that the political parties
in this country that have had to deal, as a matter of policy,
with the way in which people who are needy should be
shielded from the introduction of Value Added Tax... Both
political parties which have had the opportunity to speak to
the issue should have given it consideration.

The Democratic Labour Party had the opportunity in
1993 and subsequently, to make a determination as to
whether the way to deal with shielding the needy from the
effects of a Value Added Tax was, for example, to have no
Value Added Tax on goods for the needy, or to collect new
revenue and give it to the needy.

When they faced the issue, it was their judgement that
it was most socially effective to take the revenue without
having this no tax on food and pass it back to the needy
through the welfare system.

Sir, we faced exactly the same issue. Like the
Democratic Labour Party when they were in office, we
recognized that the Value Added Tax could have adverse
consequences on sections of our society and we asked that
the matter be studied and that all options be opened.

Asides.

Rt. Hon. O. S. ARTHUR: Sir, based on the
recommendations that we accepted we decided, rather
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than to have an across-the-board cut on things like food, to
collect the revenue and target it precisely to the people who
are most in need. The study also revealed, Mr. Speaker,
that there were three classes of Barbadians who were most
in need, the pensioners of the society, people on the
welfare role, people who are minimum wage earners and
single parents. They amount to 34 thousand Barbadians.

We have adopted the policy that we will target those
and give them the revenue to increase their purchasing
power to such an extent as to offset any decline in the
standard of living that could arise from increases associated
with the introduction of the Value Added Tax. That is a
clear policy, Sir.

Now Sir, you may want to argue about the details.
The Member for St. Michael North West said that we have
not taken control of the Treasury, that we have made the
National Insurance Department meet some of the cost, |
cannot argue about that, Sir.

But | still feel, Sir, | really do feel that the best way
to help the poor is not to indulge in an across-the-board cut
to benefit everybody, but to focus on the poor. And for too
long, Mr. Speaker, special interest groups, seeking special
concessions for themselves have sought to address those
concessions in the shroud of propaganda that the
concessions that will help them more than they help the
poor, Sir, are intended to help the poor.

I heard, for example, Sir, that | should remove the tax
on unprocessed food. | am sure that the Member for St.
Michael North West will recognize the folly in that as a
measure to help the poor. A T-bone steak is unprocessed
food. A sirloin steak is unprocessed food. How do you
justify telling an old pensioner that you have maintained a
tax on toilet paper which is basic goods which he or she
must buy, and you are going to remove a tax on
unprocessed food in the form of a steak because people
believe that you should remove taxes on unprocessed foods.

How are the ends of social justice, Sir, accomplished,
when you have these across-the-board approaches to the
brain of relief, that when you study them scientifically, Sir,
you end up helping those who are of a higher income to
upgrade absolutely and relatively rather than help the poor,
when you had the choice of taking the same pool of
resources and focusing it where the problems that had to be
addressed? That is the issue, Sir, that this Country and this
debate have to grapple with. Are we going to continue to
accept the propaganda? Do you have to count everybody in
the social net to be able to focus on the needs of those who
are more desperate?

I say, Sir, no. | say that we have a wonderful
opportunity with the resources that we do truly in this

country devote to the Welfare Department and to all the
social sectors, to take the same resources and by allocating
them more efficiently to expand those financial resources
as our means allow. With the combination of those two
things, a more efficient distribution of resources can be
focused on the truly needy. An expansion of the pool of
our resources will allow us the opportunity to put grinding
poverty in this country behind us once and for all.

We are not spending inconsequential amounts, Sir, on
education, health care, welfare, roads, housing and the
other aspects of the social services, Sir. It might be true
that we are not spending a lot of it as efficiently, from a
social point of view, as we can and should, because our
approach to social development has, in many respects, not
been infused significantly by new dynamic thought. For
example, do we really have to treat the care of the aged as
a matter that can only be addressed by the building of
geriatric hospitals? Is there not a means by which we can
reinvolve community groups and enterprises at the
community level in finding solutions to the care of the
aged at the community level? 12.00 noon.

In relation to the transport issue, | have said, should
we not think in terms of giving a travelling allowance to all
pensioners so that whether they are en route by the
Transport Board or en route by the minibuses we are in a
position to help them with the transport functions rather
than take the taxpayers' money and give it to the Welfare
Department to give it to the Transport Board? What is
wrong with putting the money in the old people's pockets
so that they can exercise a discretion as to how their
welfare can be met?

It is the same thing with our approach to the VAT.
Why cut tax on all foods to be used by whoever in
Barbados when you can take the revenue and put it in the
pockets of the indigent and the needy so that they can
exercise the choice themselves as to how they meet their
welfare? In the final analysis, the best philosophical
approach to dealing with the problems of social
development is to put people in a position where they are
not mendicant or dependent, but that they have an exercise
of discretion in how they deal with their own destiny.

| feel that we have to approach social development
with an eye to these kinds of solutions. We have to
recognise as well that we have not over the course of the
last 15 years brought new approaches to bear to the manner
in which our social sector institutions are structured, the
clientele that they serve and the way in which they relate
to non-governmental and community groups in the process
of seeking to meet people's needs.

There has been a kind of Chicago-style pork-barrel
approach that informed the management of the social
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sectors at various times in this country's history. The House
will recall that in 1988 the Member for St. John led off a
debate - the Jackman debate, | think it was - on the
National Assistance Board that was shocking in the extent
to which it revealed that the resources of the National
Assistance Board, particularly in the area of employment,
were engrossed in such a way that a sense of parity was
not apparent to the naked eye.

There are those also in those institutions who seem to
feel that the throwing of institutional support behind social
problems is the way to go. I feel, Sir, that we have to open
this issue and that is why in last year's Budget and in
anticipation of this year's Estimates we commissioned a
study of the function of our social sector.

We have to ask a number of questions. Who are we
serving? How do we identify their needs? Are the forms of
assistance in place relevant to the needs of people we are
serving or ought to be serving? Are there new ways of
serving that the old institutions can better relate to non-
governmental institutions with a view to better spending of
the taxpayers' money in a direct effort to bring about a
reduction of poverty in this country? All these are issues
that fall to us properly to evaluate and deal with in this
House.

As | said, Sir, our social sector has not seen radical
new thought in recent years. Indeed, the only radical
change is that in the period of economic holocaust between
1991 and 1993 the social sector was forced to carry the
brunt of the adjustment. So we have an opportunity to put
wrong things right, not just by throwing money as a
solution but by opening up the entire issue and | am
looking forward very shortly when the study on the social
sector becomes the subject of a debate that this Parliament
can deal with it.

It is also true that although Barbados has reached a
fairly high standard of living there are certain pockets
where the poverty is so intense that it is a discredit to the
entire society.

The facts are that in the urban tenantries of Barbados
existing and past, land tenure arrangements have made it
very difficult for the individual to have access to the land
to go with the business of the development of his or her
household in the same way as other sections of the
Barbados society. It has been a major constraint. That is a
fact.

It is also a fact, Mr. Speaker, that there are still
communities in Barbados where the quality of the basic
services that the rest of us have come to accept as a norm
does not exist in a sufficient degree. | spoke to this, Sir, in
terms of the extent of the squalor in some communities in
Barbados and particularly in the constituency of St.

Michael West. It was shocking that there are things that the
rest of Barbados have come to accept as a norm which do
not exist in some communities in Barbados.

All of us as politicians know that in our
constituencies there are still a lot of little things that need
to be done and it is an opinion that | have expressed, that
I will continue to articulate, that the extent of alienation of
a growing section of the Barbadian public from the
political process is because of the contradiction inherent in
the fact that the society appears to be capable of material
development but the little things are not being done. There
is a sense of relative deprivation so that the person who
does not have access to street lights becomes an issue to
Members of Parliament because there are street lights in
the rest of Barbados. They feel that they are in a special
sense relatively deprived by not having the simple services
that the rest of us regard as a right.

It goes deeper than that, Sir. They also feel that there
is no recourse for their complaint. They feel that access to
these basic things is left to be handed out by politicians as
gifts to the masses and that there is no comprehensive
programme by the society to deal with it not in a purely
partisan spirit based upon that he who has distributes his
spoils in a partisan way. The society wants to feel that
there is recourse, that is, a broad-based programme that is
going to ensure that these things can be dealt with in a
systematic way once and for all.

I feel, Sir, that if we can convince the society that
even if we are not going to put in all street lights at one
time, all the roads in at one time, that we have started a
programme that will allow Barbadians wherever they live
to feel that these basic services will be brought to them as
a matter of course, that there will be a greater sense of
identification with the development of this society than has
been the case in the past and that we will come in direct
contact with the problem of poverty in this country in a
systematic way as to our credit. 12.10 p.m.

We are challenged as a Government, as a Parliament
and as a society to find increased financial support for the
social sector. We are challenged, Sir, to deal with the
problems of the truly needy, and we are challenged, Mr.
Speaker, to make such institutional changes as would allow
us to be satisfied that those problems would not be
tokenised, marginalised but that there is a systematic
sustained and sustainment programme put in place to have
them put behind us once and for all.

Now, Sir, the question as to the process of
Government that we should institute to deal with it, calls to
be considered, and there have been some who feel that
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the decision to abolish local government has meant that the
problems of the individual communities have become
marginalised in this society and that the solution to all this
is to re-institute local government. We do not say that to
you, Sir.

We feel that the creation of specialised institutions
supported from the State, that have as their focus dealings
with the problems of poverty where it exists in rural and
urban Barbados, is the way to go in ensuring that there is
a specialised government apparatus that has a specific focus
on the problems of poverty, without our having to create a
new layer of government merely to solve a social problem.

In many respects, we feel that to throw a new layer
of government at this social problem is worse than
throwing institutions at it, and therefore we have proceeded
with the creation of the Rural Development Commission
and in this year's Estimates, Sir, the Urban Development
Commission with the specific focus in dealing with the
problems of poverty at the level of the individual and at the
level of the community. It is an alternative to local
government, Sir, but beyond that, Barbados, if it is to
satisfy poor people that a government is serious about its
problems of poverty, must have the specialised institutions
to bring relief to the problems.

Now, Mr. Speaker, it was easier obviously, and the
Minister of Housing when he speaks in these Estimates
will explain, that the designing of programmes for urban
Barbados raises problems that were uniquely challenging,
the reason being that the suburban areas of Bridgetown
made up of a lot of lands, are private tenantries which are
not covered by the Tenantries Freehold Purchase Act, that
a large part of their development and dealing with poverty
in the urban areas has to do with derelict housing. There
are 1800 derelict houses in the greater Bridgetown area
which could be transformed into 1800 new spots or places
of business.

There are areas, Sir, where there are congregations of
houses of more than five where a private tenantry exists
but because there are in a suburban area, if the market had
to operate then the landlords would be wanting to sell at a
price that bears no relationship to what the poor people can
afford to pay.

So let us understand, Sir, that in relation to rural
Barbados, the Tenantries Freehold Purchase Act in relation
to plantations, has already sufficiently made a transfer of
land ownership in the society and that you are dealing with
people who have independent and secure title or rights of
title to land.

In urban Barbados you have a collection in large
measure of private tenantries and we have had the situation

studied extensively over the course of the last two years as
to how best by legislation, by subsidy, by new land tenure
patterns, we can get for the people who are dispossessed in
urban Barbados, some access to their lands to become
entitled to access them on terms that do not break them,
are not unfair to the landlords, and that would allow us
thereafter, to go into the communities and to be able to
deal with people who are capable of their own independent
development.

That is the issue. Failure to resolve that issue explains
why a lot of real development has not taken place
historically in the more depressed sections of suburban
Bridgetown and why the squalor in that part of the country,
Sir, is perhaps greater than in any other part of Barbados.
We have therefore, Sir, had a systematic study done on it,
Sir. The entire parliamentary group has met, Sir, because
it raised challenging legal issues, some that go to the heart
of the constitution. How do we evolve communities and
independent landowners from conditions, Sir, where they
are beholden to landlords who may want to sell the land at
$5.50 a sq. ft. but the tenants can only pay $2.50? We have
therefore, Sir, studied it and we have now conceived of an
Urban Development Programme, at the heart of which,
obviously, we must first of all put in place the framework
within which independent urban communities can now
evolve, change land tenure patterns, Sir, in a way that
respects the rights of landlords and recognises the penury
of tenants and therefore establish a financing mechanism by
which land transactions can be made without expropriating
the land of landlords, or without impoverishing the
landowners and that within that context, Sir, to have a
broad based approach to urban development that focuses on
traditional basic services, housing improvement, the
creation of enterprises and a holistic approach to a very
deep and longstanding problem.

Mr. Speaker, Sir, the Rural Development Commission
is already in place. Last year the Government voted
$1 million. The year before we voted money to do the
studies on urban development because the problem was
complex. Last year we voted monies to start a pilot
project. | think $1 million, as well as to do some small
things in the urban area.

This year now, Sir, we are asking the Parliament to
vote funds through the Treasury and to support an Urban
Development Programme at the same level as a Rural
Development Programme, and we will have slated as well
this year an Urban Development Commission to do for the
urban areas, the same thing as the Rural Development
Commission is doing for rural Barbados.

| also want, Sir, to say that in addition to funds
through the Budget the Ministry of Finance has been
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given directives to earmark funds under the Public
Enterprises Fund to allow the Urban and Rural
Development Commissions not only to be involved in
community development in terms of community services
and so on but to seek to stimulate activity at the
community level. 12.20 p.m.

Aside.

Rt. Hon. O. S. ARTHUR: In addition, Sir, the Rural
Development Commission is also to put up a request for
$1 million from the Public Enterprises Fund so that we can
have a Rural Enterprises Fund created in Barbados to deal
with the problems that all of us who...

Aside.

Rt. Hon. O. S. ARTHUR: North and South. | happen
to spend a lot of time in St. Philip South and | am
intimately familiar with the problems of St. Philip South.

It will allow people who have ideas and need small
sums of money to get a little rural enterprise going to have
a place to go to get those funds. We want to do the same
thing for urban Barbados because there are 1 800 derelict
spots in the Greater Bridgetown area. Some can go into
housing but some can go into the regeneration of inner
cities also involved in bringing back enterprises to the
communities. We need the funding facilities to assist
persons in the urban areas, the vendors and small people,
who have small requests, so that they can access funds to
assist in their development and through their development
assist in the development of the society.

Now, Mr. Speaker, Members of Parliament who have
been following the work of the Rural Development
Commission will know that our surveys of the needs have
been all-encompassing all over rural Barbados.

Aside.

Rt. Hon. O. S. ARTHUR: They raise St. Peter, Sir.
| want to plead with the Members of Parliament to stop
criticising the Special Development Areas legislation and
to make use of it. | mean that genuinely, Sir. There are
areas in Barbados that have been neglected for long. One
is the constituency that | represent and one is the
constituency that the Member for St. John represents. The
Special Development Areas legislation does not just include
St. Peter but it includes the Scotland District.

| want to.go on record in this House as saying that
for the first time a St. John Development Plan is capable of
being facilitated in its execution if people would take

advantage of the fact that there is now Special
Development Areas legislation that applies to St. John.

I have been working hard in my constituency, Sir, to
get black businesses to invest in Speightstown to take
advantage of the Special Development Areas legislation
because Speightstown has been neglected for long and
rather than the Government spend, we are facilitating
private sector expansion in Speightstown.

There are people who would like to invest in Bath, in
the Scotland District in general, and the Ministry of
Finance is anxious, willing and ready to approve
development projects in the Scotland District in its
generality that will allow us to transform the potential of
the Scotland District area into productive employment and
productive activity.

I come back, Mr. Speaker, to the question of poverty.
We have provision in this year's Estimates to support a
Rural Development Commission and an Urban
Development Programme at the same level of financing
with provision for the two Commissions to draw funds
from the Public Enterprises Fund to support the financing
of the creation of new enterprises in those areas. This year
$10 million will go directly from the Treasury into urban
and rural development through those Commissions as well
as there is the potential for the drawing of additional funds
to support small enterprises in these depressed sections of
Barbados through accessing the Public Enterprises Fund.

In addition to that, Mr. Speaker, we have created in
these Estimates this year, a broad-based poverty alleviation
programme that will initially attract funding of up to $10
million. The Government is serious that we have to create
a new deal for minimum wage earners in Barbados. We
are serious about that. The Minister of Labour has already
had a tribunal agree to a change in the minimum wage for
shop attendants and there is now also a tribunal that is
meeting to deal with the minimum wages for domestics.

The Government has already determined that, subject
to our being able to identify minimum wage earners and
have them properly registered and certified, because as |
said, we do not want to go through the process of just
throwing away money to people who do not need it or who
do not deserve it, we are going to give what is, in essence,
a reverse tax credit to minimum wage earners although |
just want to say that this is not a substitute for people
paying lower income Barbadians well and reasonably.

We have decided, Mr. Speaker, as | said in December
Jast year, that we recognise that minimum wage earners
would be a class of Barbadians who would be affected by
the Value Added Tax and that we were targeting them too
for grants as part of the Poverty Alleviation Programme



March 17, 1997

that we must put to die country. Part of the provision is
aimed precisely at them. We are bringing it now, Sir,
because we have to have a process of registration and
certification because this is a situation that could be subject
to serious abuse if we are not careful. It is something the
whole House should have an interest in because the
intention is to bring diem in as well as a target group...

Aside.

Rt Hon. O. S. ARTHUR: Mr. Speaker, a large part
of the Poverty Alleviation Fund will be intended to allow
Members to get the little small things in their
constituencies done using non-governmental institutions and
institutions of die State. We must have die refinancing
recourse djat will satisfy die Barbadian public.

It is intended that die balance of the Poverty
Alleviation Fund will go out on the recommendation of
members and allow die recommendations of members that
have been going to Government Departments for the
longest time while nobody knew anything about them, to
at last allow us to be sure that the crucial, burning priority,
social problems in the society that are small and will not
break die Treasury, but can mean so much to die quality of
life of die individual in society, can now be addressed.

The Leader of the House, Sir, wants to make an
announcement and then | will come back.

SUSPENSION OF SITTING

Hon. Miss B. A. MILLER: Mr. Speaker, | beg to
move that this Sitting be suspended until 1.30 o'clock in the
afternoon.

Hon. G. W. PAYNE: | beg to second diat.

The question that the Sitting be suspended until 130
o'clock in the afternoon was put and resolved in the
affirmative without division and Mr. SPEAKER suspended
the Sitting accordingly. 12.30 p.m.

RESUMPTION Mr.
SPEAKER: This Sitting is resumed.

Rt. Hon. O. S. ARTHUR: Mr. Speaker, Sir, | am
obliged to the House for the opportunity to be able to go
into some detail about Government's priorities to die extent
that they reflect the expenditure patterns of Government.

I would at some time point out that at the close of the
financial year to come we will be accentuating poverty
alleviation and a combination of measures to be carried out
tiirough the Urban and Rural Development Commissions as

well as measures to be carried out through a Poverty
Alleviation Programme under the Ministry of Finance &
Economic Affairs.

I would also add, Sir, that this thrust is going to be
supplemented by the continued provision of an increased
allocation for the Welfare Department to a $6 million
increase to enable it to honour our commitment to support
die needy in the face of any increases in VAT prices by
way of increased cash grants.

Sir, die Government's dirust for 1997/98 to improve
the lot of Barbadian citizens will also find expression in the
composition of Government's capital programme. For many
years the poor state of the tenantry roads of Barbados has
been a matter of die most urgent representation and a
concern to the residents who suffer from the lack of
adequate facilities.

We propose this year to increase the allocation for the
upgrading of tenantry roads across the island from $1.8
million in 1996/97 to $8.3 million in the financial year to
come. We are also intending, Sir, to initiate major new
initiatives to deal with the needs of the physically and
mentally challenged. As a result, in 1997/98, a new
disability unit designed to improve die condition of and for
the disabled will be established with initial fundings of
V> million dollars*

In addition the subvention to the Challenor School
and the Learning Centre has been more than doubled from
a V. million dollars in 1996/97 to $1.1 million in 1997/98.
Indeed, Sir, as a matter of policy, the Government is
committing itself to a policy which | hope will attract the
support of all sections of the House, that we should
undertake to m