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HOUSE OF ASSEMBLY

MID-TERM BUDGET 2010/2011

3RD MARCH 2011

ALFRED M. SEARS, M.P.         

Mr. Speaker, I thank the constituents of Fort Charlotte for giving me this second consecutive term to serve them in the House of Assembly.

Mr. Speaker, I also wish to thank the South African Government for inviting me to be a part of the meeting of the Technical Committee of Experts in Pretoria, South Africa, on the 21st and 22nd February 2011to prepare recommendations for the first Africa Diaspora Summit of the African Union, CARICOM states and the global African Diaspora in Addis Ababa, Ethiopia.  We met in Pretoria and came up with a series of recommendations to implement the Protocol of the AU inviting the African Diaspora to participate as an important component in the building of the African Union.

I especially thank Ambassador Mbulelo Rakwena and the staff of the South African Ministry of International Relations and Cooperation for their facilitation and hospitality afforded me last week while I was in South Africa.

On behalf of my family and the community of Fort Charlotte, I extend sympathy to the family of the late David Scavella, especially to his widow Melanie Dean-Scavella, his children Ferrell, Dawson, Gavin, David, Tamika and Jody.  Fort Charlotte also lost Mrs. Priscilla McPhee-Carey, a community leader in the Eden Street community in Greater Chippingham.  I extend sympathy to her children Mavis, Eileen, Roderick, Archie, Glenford, Cheryl Carey-Brown and Diana Carey-Pierre.


On behalf of the Fort Charlotte Community, I express empathy with the 1,000 persons who were made homeless yesterday due to the fire in the Fire Trial Road community.  I appeal to the Haitian/Bahamian and the wider Bahamian community to assist these persons with emergency supplies and support.  I also appeal to the Bahamian Government to regularize the thousands of young persons born here of non-Bahamian parents who have been rendered stateless due to the slow processing of their applications, pursuant to Article 7 of the Constitution, to be registered as citizens of The Bahamas.


Mr. Speaker, when I first read the Mid-Year Budget Statement by the Prime Minister, I was reminded of the song entitled Untold Stories by Buju Banton:  


“. . . With all the hike in the price


Arm and leg we have to pay


While our leaders play


Opportunity is scarce commodity

In these times I say . . .when mama spend her last to


Send you to class . . .


Never  you ever play


It’s a competitive world for the low budget        people


Spending a dime while earning a nickel

With no regards to who may tickle


My cup is full to the brim.”
Mr. Speaker, the cup of the low budget Bahamian people is full to the brim while our leaders play.

While I commend the Government for bringing us up to play on the state of public finances through the Mid-Year Budget, it is also a painful reminder that we are on the wrong path and are losing valuable time, perhaps our last opportunity, to carry out the long overdue structural reform of our economy.

Mr. Speaker, the current economic model can neither sustain the quality of life that Bahamians have become accustomed nor provide a stable future for The Bahamas, reflecting the limitations of a plantation economy as defined by Professor George Beckford in his book Persistent Poverty: Plantation Economies of the Caribbean.  DEBT TRAP

Mr. Speaker, the Prime Minister in the 2010/2011 Mid-Year Budget Statement to this House of Assembly on the 23rd February 2011 stated that his Government “executed an economic and fiscal strategy tailored to the vital needs of our economy and citizens.” 
It is interesting that the Prime Minister was forced to admit that there were sustained weaknesses in employment and business conditions, credit quality indicators worsened during the year.  He was forced to report that total private sector arrears rose by $56.6 million to $1,146.7 million, with ratio of arrears of 18.3%, concentrated in the mortgage component while consumer arrears while consumer arrears contracted.  Thousands of Bahamians are losing or facing the lost of their homes in these difficult economic times.

The Prime Minister then forecasted that the “Government debt is expected to come in below the level of 49.2 per cent of GDP presented in the 2010/11 Budget Communication.  At the end of December, 2010, the Government debt stood at 48.7 per cent of GDP.”  

However, Mr. Speaker, the IMF Staff Report for 2010 provides, at paragraph 10, a more somber assessment of the debt ratio of The Bahamas:  “. . . the ratio of central government debt to GDP is likely to continue rising for the next 4 years and to approach 55% percent by 2015”.
It should be clear, Mr. Speaker, to all Bahamians that this trend is unsustainable, without mortgaging the future of generations of Bahamians.  

The debt service payment is now the largest item in the 2010/2011 Budget in the amount of  $208,363,990.  Contrast this amount with $187,372,622 to the Department of Education; $5.5 million to BTVI; $41.1 million to the Ministry of Education; $22.2 million to COB ($256.3 million); Public Hospital Authority $179.4 million.  

It is under the Ingraham administration that debt-servicing payment has outstripped the budget allocation to the Department of Education and the Public Hospital Authority.  In fact, in the IMF Staff Report, at paragraph 8, a concern is expressed about this trend:  “The steep rise in public debt and sluggish revenue outlook has affected the country’s sovereign rating.  In December 2009, Standard and Poor’s lowered its rating for The Bahamas one notch (to BBBB+/Stable), and in July 2010 Moody’s announced that it was considering a rating downgrade.” 
In spite of this dismal trend, the Prime Minister, at page 16 of the Mid-Year Budget Statement, gives an optimistic conclusion:  “. . . there are clear indications that the economy has turned the corner and that, despite the risks that are present, we can look forward to better days ahead.”

Again, Mr. Speaker, the IMF Staff Report, at paragraph 11, contradicts the forced optimism of the Prime Minister:  “Slow progress on structural reforms (including revenues reforms) would also jeopardize a sustained recovery, including through high borrowing costs.”

What are these structural reforms proposed by the IMF, Mr. Speaker?  Tax reform is the foremost proposal made by the Bahamian Government agreed with the IMF to introduce a VAT to yield additional revenues of about 2-3 percent of GDP.  However, the IMF Staff Report “. . .highlighted the need for early preparations, such  the roll out  of public campaigns to gain social support.”
Secondly, Mr. Speaker, the IMF recommended that the Government “prepare consolidated the accounts for the overall non-financial public sector, including by incorporating off-budget operations in the central government budget.” (see paragraph 17).

Thirdly, the IMF Staff Report proposed that, in order to strengthen fiscal transparency, the need to a adopt “a more detailed medium-term macroeconomic and budget framework to anchor expectations and inform the policy debate.”  In other words, Mr. Speaker, it is embarrassing that we are being told the obvious.  Every business in this country has a business plan over a  number of years, except the largest business in the country:  the Government of the Commonwealth of The Bahamas.  How is it, Mr. Speaker, that Barbados and Botswana, two small countries in the Caribbean and Southern Africa can develop a five-ten years national development plans, and The Bahamas cannot?

The Bahamian artist, Tony “Exuma” Mackay in his song “The Vision”:


Last night I had a vision


I saw fire in the sky


And last night


O I had a vision


I saw men, that once


Had died . . .

The fifth and sixth angel


Said they’d come


To help man


But man being


The fool that he is


Turned his back


And he ran”

Why is the Ingraham administration turning its back and running away from the sensible advice of the IMF?  I also join my voice with that of the IMF that the time is now, before there further erosion in the sovereign rating of The Bahamas when borrowing will be more expensive, that we need to carry out the structural reforms of the Bahamian economy.  We are losing valuable time and opportunity by staying with an economic model that will only lead us into more debt and dependence. 
LACK OF VISION

It is true that “Vision without execution is nothing.”  It is also true that “Execution without vision is nothing.”  Indeed, the latter is worse because it is more costly, without any rational plan.

Mr. Speaker, rather than deal with the need for structural reform of the economy, the Prime Minister has highjacked the projects initiated by former Prime Minister Perry Christie in substitution of a vision for national development:

(1) Relocation of the Dock – using evidence based decision-making, former Prime Minister Christie had decided to relocate the freight dock to Clifton.  Prime Minister Ingraham, in reaction to Christie, decided to relocate the dock to Arawak Cay, contrary to the recommendation of Coastal Systems International, Inc. that the best site was Clifton and the worst site was Arawak Cay.  Like the shocking terms of the BTC deal, The Government, at clause 5.1.12 in the Agreement between the Government and APD Limited agreed that it will not allow another port to be created in New Providence or Paradise Island for 20 years after the completion of the Arawak Dock or lease any Government’s land for the purpose of establishing any port or terminal.  Mr. Speaker, this no-compete clause is agreed to by the Government is contrary to its purported commitment to the liberalization of the economy.  This is scandalous when the fastest growing populations and developments in New Providence are located in the southwestern New Providence, such as Lyford Cay, Old Forte, Charlotte Ridge, Albany Coral Harbour and Carmichael Road area.   I submit, Mr. Speaker, that this no-compete clause is irrational and anti-competitive.  
(2)  Christie negotiated the new Stadium.
(3) Bahamar Project was negotiated by Christie, stopped, reviewed and then renegotiated by Prime Minister Ingraham, using up to 8,000 Chinese or foreign labourers.

(4) The team, under the Christie administration, led by Minister Glynnis Hanna Martin and Chairman Anthony Kikivarakis to lead the development of the Lynden Pinding Airport, selected VRS of Canada.  VRS wanted an ownership stake, but the Christie administration refused and agreed a lease and management contract

(5) Straw Market – Plans were approved and contractor mobilized; but Prime Minister Ingraham stopped, reviewed and cancelled the contract.  Penalties will have to be paid by the Government for the cancellation of this contract and the project has been further delayed for another four years.

If the Ingraham administration had a vision for national development of The Bahamas, how could they justify the reduction in the social investment in the intellectual capital of The Bahamas country, while increasing the concessions to foreign investors and undertaking major infrastructural projects by foreign contractor.  For example, the current budget reduces the budget of COB by $2.4 million after a reduction of $2.5 million in 2009.  These cuts were made when the Guaranteed Loan Programme was suspended in 2009.  BVI’s budget was cut by $67,570 in the current Budget and by $500,058 in 2009.  We cannot forget that it was the Ingraham administration, in 2000 that abolished the national bonded scholarship and introduced the Guaranteed Loan Programme, with one Merit Scholarship.  About 80% of $100 million allocated to the Guaranteed Loan Programme was distributed, contrary to the statutory provisions.  It was left to the Christie administration to appoint Dr. Keva Bethel, Ishmael Lightbourne, David Morley and Gilbert Morris to put the requisite legal structure and apply a rational selection criteria.  Further, it was the Christie administration that determined to re-establish a national scholarship scheme and appointed former PS Willamae Salkey, Arnold Forbes, Captain Alvin Taylor to propose a structure for a new National Scholarship Scheme which was launched in 2006.

The Government’s grant to private schools, many of which are centres of academic excellence (Mr. Crespin Benjamin had cautioned against this unwise move), was cut by 20% or $2,297,624 after the Christie administration had increased the grant to private schools from $9.7 million to $11.4 million in 2006.

ALTERNATIVE ECONOMIC MODEL
1.
NATIONAL DEVELOPMENT PLAN


Now is the time for the Government, Official Opposition and Civil Society in The Bahamas to begin a public conversation on the crafting of a national development strategy, with targets to grow the economy for the next 50 to 100 years.  What kind of Bahamas are we seeking to build and where do we want to be in the year 2030 or 250?  What new sectors of our economy do we want to create?  What kind of new values, attitudes and behaviour do we want to instill in our people to create a more prosperous, stable and integrated society?  

Sol Kerzner or Sarkis Izmerlian cannot save The Bahamas from the responsibility of planning for the peace, order, good government and prosperity for future generations of Bahamian.  As foreign investor, they are here for comparative advantage and could therefore leave The Bahamas if comparative dictates.  Thus, The Bahamas needs to do more to facilitate the development of its indigenous capital, along with foreign investors, to ensure sustainable economic growth and development.

2.
DIVERSIFICATION

Diversification and Import Substitution – Create incentives to stimulate better linkages between tourism and financial services, on the one hand, with agriculture, fisheries (commercial hydroponics and aquaculture) and indigenous craft and souvenir production.  Mr. Quinton “Barabbas” Woodside has created a Junkanoo Community Museum in Fort Charlotte or the Lowe Museum in Green Turtle Cay are examples of cultural industries; Prescott Smith and fly-fishing in Andros is another example of the possibility of Bahamian owned and operated eco-touristic enterprises.  Targets should be set to ensure that these areas achieve a greater share of the GDP by 2020.  Such a policy will ensure that The Bahamas moves in the direction of greater food security and local ownership. 

3.
Education Transformation and Creation of University of The Bahamas

Mr. Speaker, one of the engines of development is an educated and skilled population.  I have been asking the Government, over the past two years, to use some of the $1.2 billion that it has borrowed over the past three plus years to transform our education system in order to produce a more competitive population, as was done by President Obama who invested over US$100 Billion of his Stimulus Package to improve education in the U.S.  It was decided by this House in June 2010 to cut the allocation to the    department of Education by $5,703,952.  In 2009 the budget of the Department of Education in The Bahamas was cut by $13,011,405.  Therefore, over the past two budgets, the allocation to the Department of Education would have been cut by over $18 million.
Mr. Speaker, a globally competitive tertiary national institution, with a strong teaching and research capacity, is a critical resource for the deepening of our democracy and sustainable economy.  Therefore, I submit that the transition of COB into a national university is important to the national development of The Bahamas.

4.
Land Policy
Mr. Speaker, it is untenable that about 1.8 million acres of Crown Land should be under the exclusive control of the Prime Minister, without any legislative guidelines, for the grant of Crown Land.  To facilitate wealth redistribution in our society, empowerment and resettlement of Bahamians, there needs to be a legal and administrative roadmap for Bahamians to pursue to obtain title to Crown Land and a proper land registration system.
5.
Bahamian Entrepreneurship.  

The Government should, through instruments such as Guarantee, Crown Land, Venture Capital and Advisory Services, create a national environment to encourage savings and investment by Bahamians in all areas of the Bahamian economy.  Just as the Government of The Bahamas facilitated John Issa and Butch Stewart in the purchase of the Royal Bahamia and the Sonesta Hotels respectively, encouragement and facilitation should be given to Bahamian entrepreneurs especially in the tourism and financial services sectors.

6.
Redesign Tourism Product.   

The large scale Las Vegas style touristic resort is not sustainable on the long term for all parts of The Bahamas.  We need to encourage the development of more eco friendly small and medium size touristic resorts, promoting Bahamian heritage, experience and culture.  This would enable more Bahamian ownership in this sector and encourage the use of culture to generate social progress and act as a launching pad for economic development.

7.
 EDUCATION

(a)  University of The Bahamas.  This institution, with the main campus on the Island of Andros, should become an active intellectual centre, based on intellectual freedom, for excellent teaching to develop in students independent thought, social responsibility and critical analysis and research seeking to meet the critical needs of The Bahamas.  The aim should be to provide Bahamians with high quality academic programmes to build strong individual, national and regional capacities to meet the challenges and opportunities of globalization.  The research should explore solutions to national challenges, create new knowledge, provide a sound basis for public policy formulation and provide technical advisory services to national, regional and international clients.
(b) National Polytechnic.   This institution, incorporating BTVI, should have a national presence to provide courses in electrical, building and engineering trades, commerce, agriculture and garment studies.
(c)  
(Sidney Poitier, Joseph Spence, Tony McKay, Winston Saunders, Brent Malone, Kayla Lockhart Edwards, Freddie Munnings) College of Visual and Performing Arts.   Similar to the Edna Manley College in Jamaica, this institution will provide professional and technical training in the Arts, at the Bachelor, Diploma and certificate levels.  This institution should be the repository of the rich cultural heritage of the Bahamian experience of the wider Caribbean history.  Recognizing the transformative nature of the arts and the commitment to life-long learning, the institution will create a centre of excellence in the arts and culture to promote the highest quality of study, research, scholarship and the pursuit of academic excellence in the arts.  A major goal of the institution will be to bring new and innovative ideas in pedagogy, artistic styles and create new knowledge in the visual and performing arts.  The areas of study should include music, dance, visual arts, drama, recording arts, arts management and continuing education.
(d) National skills Training Programme.  Using public high school facilities throughout the archipelago to provide short, intensive community based instruction for young people in or near the place where they live and where they may use the skills.  Programmes should include auto-mechanics, Electrical Installation; Horticulture, Key Punch Operation, Leather Work, Masonry, Needlecraft, Plumbing, Steel-bending, Upholstery and Woodwork.  The Programme can serve as a feeder apprenticeship programmes at Atlantis, Baha Mar and other major resort and industrial enterprises in The Bahamas.

Conclusion
Mr. Speaker, the Mid-Term Budget, apart from updating Parliament on the fiscal affairs of the state, is based on improper assumptions for the sustainable development of The Bahamas.  The Government is mortgaging the future of The Bahamas, with no clear national development plan to develop alternative and sustainable sources of public revenue; alternative sources of renewable energy; new industries; improve the competitiveness of the Bahamian human capital which secures the future of The Bahamas.  
To continue as we have been doing under the current circumstances, as is reflected in this Mid-Term Budget, is nothing short of reckless.
