Address to the 68' Annual Delegates Conference of the Barbados WorketUnion
on Saturday, 29" August 2009 by Senator the Honourable Darcy Boyc#finister of
State in the Ministry of Finance, Investment, Teleemmunications and Energy,

Barbados

Master of Ceremonies, members of Cabinet, memb¢he dudiciary, members of the
diplomatic corp, members of parliament, Presideetal of the Barbados Workers
Union, members of the Executive Council of the BV@é&neral Secretary, delegates,
members of the media, distinguished ladies andeyaenh, a very pleasant good morning
to all of you.

First of all, let me thank the General Secretanhis kind invitation to say a few words
to you this morning as you reflect on approache®fw society to manage successfully
in the current economic and financial crisis of Wld. Your theme for the conference
is “looking back to the future” and | understandnfr Sir Roy that you will look at the
approaches taken in the early 1990s in Barbadoseaklto draw lessons from those

approaches to shed light on the ways we should dualikg this current situation.

Before | proceed any further however | would likeeta recognize the contribution of Sir
John Stanley Goddard to the success of our effortsanaging the crisis of the early 90s
and developing the first Prices and Incomes Préotaoo the Social Partnership. As
Coordinator then of the Barbados Private Sectom&gevhich the late Sir John chaired,
| was privileged to work closely with Sir John chgithose times and for many years
after. His wisdom, patience, calm voice, measlaaduage and humility helped us all
tremendously during those difficult times.

There are many others who worked assiduously duiniagperiod to put together our
Social Partnership and | would ask the Universftthe West Indies at Cave Hill, if it has
not yet done so, to compile a list of the peopiel(a description of their roles) who
helped this country then in the day to day managewfethe public finances and the



international reserves and the economy, as welase in private sector organizations,

the political side of government and all thosehia labour movement of the time.

From the theme for this conference, “looking backhte future”, | take it that you wish

us to consider where we have come from so we careejate and plan where we wish to
go, taking due consideration of where we are n@ur national motto “Pride and
Industry” ought to summarise where we want to f@ertainly describes who we were
in a bygone age when we were too proud to begmerteon government or anyone else
for handouts, and our industry was such that weldvoat feel that we had honoured our
side of a work bargain unless we had given whahagpromised, viz. a fair wage and a

fair day’s work.

What were the conditions in 1992 — 94?

As most of the rest of the world experiences agshecession, particularly in those
countries to which the growth of the Barbados eoonds linked, our country is also
feeling the effects of that drastic economic dowmtd'he economic decline is so steep
and widespread and is accompanied by such a sewngiein the financial systems of
many of the world’s leading economies that thesesi are being compared by many
commentators with those of the late 1920s and d&3@s. As a result, many
Barbadians wonder whether our economy will go dadke difficulties of the early
1990s. Nothing that | have seen in the internaliesonomy over the last twenty-one
months of the recession and nothing | have seémeitocal economy over the last
fourteen months and nothing | have seen in thessteanalysis that is continually being
updated for Barbados suggests that we will go baete.

Yet there are many lessons for us today from thiafives we undertook in the early
1990s to stabilize our economy and society and niddegter. We learn those lessons,
however, only if we recognize that some key charastics of our economy then are still
with us and that some important others are nowingssand only if we understand the
impact of those characteristics on our society.



Our economy at that time reeled from the burdea stharp increase in foreign debt
service when we had to repay a large loan all e¢ evhen our capacity to earn foreign
exchange had weakened because of the internatepesdsion at the time. The country’s
fiscal room to prime the economy was also veryVath the country running a high
deficit. Even if government wanted to borrow mtren, the level of the international
reserves was so low that government could not dorns@ spending of local dollars
requires the country to have foreign currency neseto pay for the imported goods and

services on which much of the local currency spemdioes.

Many were the calls for devaluation of the Barbadlosency particularly from those in

the business sector who earned their revenueseigfocurrencies.

What were the approaches then?

Government and the unions held firm however thaalimtion was merely a very
temporary palliative and would only succeed if desmwere made to some of the
fundamental variables in the economy and had tikengial to hurt too many of the
people in our society. Their argument with whidrad always agreed despite my
representation of the private sector at that tireatvas follows: If you had to make these
changes even with devaluation, why chance devaluati all? Why not make the
required changes to the fundamentals to the dewesssary to avoid devaluation and
effect a more lasting solution to the problems¥as able eventually to convince the

private sector of the cogency of this argument\aadnade some headway.

Our business sector also showed its very strongrament to Barbados when many of
the businesses with foreign assets made thoses asselable to raise foreign currency

reserves for the country during that difficult time

Inflation was also quite high with little indicatiof lessening and worker demand for
wage increases to deal with the continuing higlatidn was fairly strident. Three ways
to deal with the inflation were reducing markups amargins, avoiding wage increases

and raising the productivity of labour and capitebughout the economy. It took some



argument and discussion within the private sec@ctept the need to restrain or reduce
margins and markups; similarly, it took quite soangument and discussion within the
unions before they accepted the need for wagearestrThe matter was settled around
acceptance by all, of the proposal that if produtstincreased, those increases could be
shared by labour in the form of performance or pobidity based bonuses and by

employers in the form of increased profits.

We still had to deal with the matter of the abilifythe country to earn foreign exchange.
This was probably the easiest plank on which tahreggreement. All of us accepted that
the country had to raise its competitiveness ngda its competitors if the country was
going to attract more tourists for longer periotisirae spending more per day, export
more manufactured goods, maintain export earnirgge sugar and increase the size of
our international business services sector. Gowem led the way when it provided
extra funds for marketing Barbados more aggressivedl extensively in the United
Kingdom with such positive results that the UK bmeaour lead market for tourism and

real estate over the next fifteen years.

Beyond this, government set up the Foreign Exchanganmittee for increased and
improved interaction between business, the labawement and government on matters
of critical importance to the economy and wher¢ degision making based on
comprehensive expression of views and agreemenheeded. This Committee was
made up of representatives from Government (boliligad and officials), the business
community and the labour movement. In that Coneaijtall were pretty much equal and
received the same treatment; its purpose was r@ayoto ego, merely to get projects
done and desired results achieved. It probablyesdrd because it ensured that some
specific individual had accountability for each jet that the Committee sanctioned. |
often see this Committee as the forerunner of teabPartnership governance
mechanism which eventually arose out of the effofthose times in the early 1990s.

The Objectives then
The first formal expression of that Social Parthgrsvas the Prices and Incomes
Protocol in 1993. That protocol was prepared 1p baide this country



. Stop devaluation;
. Stop the decline in the economy; and

" Increase foreign exchange earnings

The first Protocol followed from a recognition biy @ us that prices and wages could
not rise inexorably, if the country were to statsli That protocol also arose from an
appreciation that these objectives would be ackliewvay if we could
1. Restore competitiveness in the economy
Increase productive capacity in the economy
Increase the amount of pay for performance schemes
Restrain prices
Restrain cost increases

Increase productivity and
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Improve service levels

The Resulting Social Partnership

The Social Partnership from the beginning consisfead Committee of the leaders of
Government, the labour movement and the busineamcmity. But that committee at
that high level could not spend the time requiedeal with many of the day to day
issues of operationalising the Social PartnersMpch of that work fell to the Sub-
Committee of the Social partnership. This Sub-Catteswas made up largely by
technicians from the three sides of the Partnerahépits role was to solve difficulties
that arose between the partners on any issue Sib€ommittee would then report to the
Committee of the Social Partnership and this laagel top level Committee would meet

occasionally to deal with larger and more stratéggaes.

Out of this movement towards the Social Partneralsp came the National Productivity
Council. By design, this Council has a tripargjtevernance structure even though it is
funded by the Government. Its role was desigoduktthat of an agent to offer technical
advice based on its empirical research work onysrtivity matters and on pay for

performance or productivity based compensationreelse Once the Council became



operational we had many more attempts made todat® such productivity
improvement schemes and productivity/performansed&ompensation schemes.
While the difficult times were with us, labour aechployers were prepared to make trial
of these schemes, but when normal economic gropggbaed again, the popularity of
these trial schemes seemed to wane. | have alw@ydered how much effort was truly

put into those trial schemes to make them worktandake them permanent.

One of the developments for which | cannot reca&dit being given to the efforts to
create the Social Partnership is the impetus peavtd the labour movement to
collaborate more closely within that movement anddme together in one Coalition;
and for the various private sector bodies to cargether in a single Agency/Association
to speak with one voice. For the first time, thes a single labour voice speaking both
to government and the business sector and theremealusiness sector voice speaking

to government and the labour movement.

This period in our history with the coming togetloéthe private sector representative
bodies eventually led to the business communitgearéng to government in 2000 a set
of proposals generated by the business commundskiag together, for the strategic

development of the island.

What made us succeed in establishing the Social Raership?

At times | have thought that the attempt in puttiogether the social partnership
succeeded because Barbados is so small and ewvehasrsome sort of connection, non-
business or business, with everyone else. But#nsot be the prime reason or so many
other countries, smaller than us in population walso have put this governance
arrangement in place. But really, | think that timade us succeed in pulling together
the Social partnership was our particularly greatepin Barbados. Through most of the
difficult period, | got the impression that peoplenerally had a sense that “we are all in
this together and we must be prepared to help ethen, regardless”. That attitude led
eventually, in my opinion, to a willingness of tiajor parties involved in managing the
crisis to talk with each other rather than at eattier as they had begun. Talking with

each other rather than at each other made a thtfefence. No longer were people



shouting at each other, often through the medittHmy were now having frank
conversations focused on achieving positive regaitall and those conversations were

conducted away from the media until there was shimgtto announce.

All the major players in the negotiations towar8acial Partnership and the early
operation of the Partnership showed a tremendowsiainof courage. Such courage
came out of their preparedness to put Barbaddsafirs to preserve what we had tested
and proved. As a result, the business communidwet its courage by agreeing to
restrain price rises, the labour movement showsedatirage by agreeing to a wage
freeze, government showed its courage by keepsrfgsital deficit from increasing and

by investing more in the marketing of tourism; aidhree showed their courage by
agreeing to have productivity gains determine iases in profits, wages and government
revenue. Everyone also showed courage by belienitige Barbadian way and through
the determination to find Barbadian grown solutitorsthe Barbadian problems of the

time.

Throughout all this though, it is true to say ttie various links between the negotiators
on all sides with each other, either directly aiactly made everyone more accessible
to everyone else for the purpose of working on gbisition. As a result, much of the
hard work could take place informally and in commatis more conducive to reaching
agreement than would have been the case if wedlidave those links. This networking
capacity was used to the fullest to get agreemewegisions in the Foreign Ex change
Committee, then to get agreement on the first Bodtand subsequently in managing the

SubCommittee of the Social partnership.

What are the conditions now?

In the current severe world economic and finanmigis, export of goods and services
has fallen everywhere, Government revenues halenfal’erywhere, and unemployment
has risen rapidly everywhere. The high inflatiér2@08 gave way to fears of deflation
and now there is concern again about inflationdh@and beyond as a result of all the

money that has been pumped into the economie® oy the banking system in the



developed world and to keep those economies frophogimg. The oil prices, which
went to record highs in 2008 and then came rigbk lomwn have climbed again back to

substantial levels, even as the United Statesrdwdia depreciated.

Despite the vast amount of public resources the lgane into supporting the financial
systems of the developed world, liquidity remaigbttin the private capital markets of
the world and interest rate spreads have widenestauotially, especially on borrowings
by developing countries. Stock prices had fallnaind though they have since risen
again investor confidence is still low. In thesaditions, people are not keen or able to
invest on the scales they did previously or in scaees at all. Many formerly
prosperous corporations are now concerned primaitly survival. Disposable income

is at a premium and so the travel and tourism lessimas declined significantly.

For Barbados, it means that the tourism flows oupeconomy, as well as the flows
from international investment, have declined suligaly. Moreover, competition for
international business and in tourism has becoreadearound the world, and more
destinations are entering the market for luxuryism. In the meantime, protection of
the price we get for our export of sugar has béanpdy reduced, even though the

preferential price remains above the rising worktket price for sugar.

What are the objectives now?
Our objectives during this current economic penugst include
. Resuming growth in the economy
. Increasing our foreign exchange earnings on aisastie basis and further
diversifying their sources
But they must also include
. Strengthening our social systems
. Reducing the vulnerabilities in the economy andstheety
" Redeveloping the skills of our people
. Retooling our institutional structures, and

" Deepening our commitment to the “Pride and Indusifyour national motto



As we did back in 1992, we now again have to apatethat these objectives will be
achieved only if we can
1. Restore competitiveness in the economy
Increase productive capacity in the economy
Increase the amount of pay for performance schemes
Restrain prices
Restrain cost and wage increases

Increase productivity and
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Improve service levels

What are the appropriate approaches now?
If we are going to make our economy more competitie must
1. Continue to improve the skills of our people teemational standards in
all the areas where we compete or wish to compete
2. Improve productivity through use of more technolapyough use of
more appropriate and efficient and effective manag@ processes,
through use of more labour flexibility and trainiagd through better
supervision
3. Cutout all practices by labour, management or osmp that reduce
the effectiveness of institutions
4.  Aim to match existing levels of international pratiuity in all areas
through increasing our productivity faster thanést of the world so
we can catch up
Keep costs down as much as possible
Improve our service delivery standards to bestasscinternational
standards in tourism, international business, gowent,
manufacturing, construction,
7.  Structure remuneration based on reaching intermatievels of
productivity and bonuses based on surpassing etierral productivity

levels



Find creative ways to remain competitive in theingational arena
Become a model green island and profit from domg s

10. Refuse to tolerate low performance standards oml@auctivity or
unreasonable pricing

11. Seize the moment and investing in capacity projects

Coming from their separate perspectives, the basinemmunity, the labour movement

and the government must through the mechanismedbtitial Partnership work together

constantly to define and update what Barbadostegira plan and direction should be in

light of the state of the rest of the world. Aldgasome of that is happening with the

formation and operation of the Economic Council, @uvhich has already come some

very useful initiatives for the economy at thiséimBut more discussion will have to take

place between us on how

. The most vulnerable should be protected

" People must be weaned off welfare and put backeéfuband decent
work

" We can protect and provide for the best possibleldpment of our
children and young people, and

= House more families

In planning and executing these economic and sottedtives, we must all

Continue to appreciate all our history

Seek to restore those values that have driven Bardoadians to make this
country what it is at its best

Proceed with a sense that we are all in this tegethd a preparedness to help
each other, regardless

Recognise that prices and wages cannot rise inelyoiathe country is to
stabilize

Exhibit the courage to recommend and keep botlep@and wages from rising;
Constantly talk with each other rather than at esibler, and use the mechanism
of the Social Partnership for full, free and fraogasultation on the issues that
confront us.
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Whenever Barbados is visited, wherever Barbadtesaisired, we want people always to
be pleasantly surprised because Barbados showsntseery way to be better than what
people expect. Let the “WOW'” that people expreksnever Barbados appears on the
scene anywhere or at anytime be reflective ofrilne ‘tPride and Industry” of our motto.
Let us make the Barbadian way the best of ways.

| thank you and I’'m much obliged.
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