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	FOREWORD


These Working Papers constitute one of UNICEF Caribbean Area Office’s ways of engaging itself, its partners -in both government and non-governmental institutions and in Academia- in an open intellectual and programmatic discourse that is premised on the belief that “information is power” and, furthermore, sharing of information is empowering.  

The crossroad of economic, social and cultural transformation at which the Caribbean  is  situated demands that choices about the way forward be informed through open and consultative discourse. These Working Papers are part of UNICEF’s contribution to the making of these informed choices. The Papers are based on practical development experiences and problems that UNICEF and its partners confront while seeking to achieve the objectives and goals of UNICEF’s mission, and the development intentions of its collaborating partners.

We hope that you will find the subjects interesting and the treatment of the material thorough and pertinent to the realm of development practice.

Macharia Kamau

Area Representative
1.ECONOMIC GROWTH AND WIDENING SOCIAL GAPS

“State Parties recognise the right of every child to a standard of living adequate for the child's physical,  mental, spiritual, moral and social development..”

Article 27.1 - CRC (emphasis added).

Caribbean countries are extremely open small developing economies with limited population and market size, and therefore particularly susceptible to changes in global trends. Exports of goods and services from the subregion represent two-thirds of the GDP on average, while imports are equivalent to as much as 80 percent. A favourable world trade period for the Subregion (including a burgeoning tourist industry, and advantageous marketing arrangements for key agricultural exports), allowed the Caribbean, particularly the smaller island territories, to achieve high economic growth up until the late 1980s. This played a major role in sustaining investment in health and education, which resulted in improvements in people’s welfare, as testified by the substantial gains in child survival, life expectancy and education of the past three decades.

Unfortunately, contrary to the belief that GDP increase alone would eliminate poverty and other social ills, the subregion witnessed the paradoxical co-existence of expanding economies and worsening income distribution, with widening gaps between the rich and the poor. This is because, while the per capita income appears to be relatively high, it is characterised by skewed distribution. By the beginning of this decade, families at the top 10 per cent income bracket had improved their absolute as well as relative wealth, and were earning between 15 and 20 times the incomes of the poorest 10 per cent (Green, 1995). This growing disparity has been shown to have a strong correlation with the social disintegration that is emerging in many Caribbean communities.

[image: image2.wmf]
In addition, changes in global market and political conditions have had a negative effect on the regional economic climate. Since the beginning of this decade, increased competition stemming from world trade adjustments, the erosion of preferential market access, the decline in official capital flows from bilateral and multi-lateral sources, and the fluctuations of the regional tourist industry, created adverse changes in the terms of trade and global demand for exports, while generating rising interest rates on external debt. 

As a result, during the 1990s, the region has been experiencing a general deceleration of economic performance, whereby GDP growth rates in some smaller countries fell by almost half between 1990 and 1994.  This decline has also been attributed to inadequate domestic policy responses, including a sharp increase in external borrowing and expansionary monetary and fiscal policies to finance capital projects, and to enable Governments to maintain the noted high levels of social expenditure and public sector employment. 

Table 1.

Poor Population, Percentage

Selected Countries
Country



% Poor
Antigua and Barbuda


12
Barbados



8
Dominica



33
Grenada



20
Guyana




43
Jamaica




34
St. Kitts and Nevis


15
St. Lucia



25
St. Vincent and the Grenadines

39
Suriname



47
Trinidad and Tobago


21
REGIONAL AVERAGES
Latin America and Caribbean

25
East Asia and Pacific


11
Middle East and North Africa

33
Eastern Europe



7
South Asia



49
Sub-Sahara Africa


48
Source: World Bank, 1996

These estimates were arrived at using different methodologies and therefore cannot be used to compare country situations. The only figures that can be used for this purpose are those appearing at the rightmost side of the table
Today in the Caribbean, around 30 per cent of the population live in poverty, (Table 1) that is 1.8 million people who are not able to adequately satisfy their basic human needs 

The findings of the 1996 Survey of Living Conditions in St.Vincent and the Grenadines (where it was estimated that almost 40 percent of the population lives below the poverty line), clearly pointed to the “feminization of poverty”, for there are far more female headed households among the poor; and to the fact that, on average, there are many more children in these households (Graph 2). The St.Vincent and the Grenadines Poverty Assessment Study also demonstrated that women in the poorest 20 percent of household have the lowest participation in the labour force and are employed at the bottom end of the salary scale, and, therefore, they, and their children, face serious economic and human deprivation. 

Likewise, the 1994 St. Kitts and Nevis Labour Force Study estimated that over a third of the households headed by women had three or more dependent children under fifteen years of age, and in that year only about half of them were working in 1994. 

This is also confirmed in Grenada where, despite the lack of specific data on children in poverty, it is possible to infer that since approximately 45 percent of households are headed by women, 55 percent of whom are unemployed, there is a large number of children living below the poverty line.

Likewise, the 1994 St. Kitts and Nevis Labour Force Study estimated that over a third of the households headed by women had three or more dependent children under fifteen years of age, and in that year only about half of them were working in 1994. 

This is also confirmed in Grenada where, despite the lack of specific data on children in poverty, it is possible to infer that since approximately 45 percent of households are headed by women, 55 percent of whom are unemployed, there is a large number of children living below the poverty line.
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Overcrowding (two or more persons per room) can also be used as a proxy indicator of poverty and of conditions that  may expose the child to serious risks of diseases, school failure, and sexual or other forms of abuse. The 1991 Census returns reveal that more than half the population in Dominica (where the Poverty Assessment Study estimates 27.6 percent of poor households) was living in overcrowded homes.
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Youth Unemployment by Sex
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The result of this economic downturn plus the failure to provide marketable skills to the young is that employment generation has not kept pace with new entrants into the labour force in recent years. Unemployment among the youth, particularly young women, tends to be higher than the national average (Graph 3), and this has serious implications for the ability of women to maintain not only their means of existence but also that of their children’s. There has also been a severe deterioration in the quality of employment, with rising under employment and the shift to the less secure informal sector employment, which now represents between one-third and one-half of the total. In Guyana, for example, the 1992 Living Standard Measurement survey found that on average, people worked for less than 14 days in a month, and in the rural areas this average was as low as 3 days (Thomas, 1995).

It is therefore not surprising that: “In countries for which data are available, it is believed that high unemployment, and eroding incomes have worsened income distribution. The phenomenon of child labour is now pronounced as children are forced into labour to supplement family income” (UNECLAC, 1993).

2.
SOCIAL DEVELOPMENT AT RISK

While for the past three decades most Caribbean countries have been able to respond to the imperative of advancing social integration, they are now experiencing difficulty in maintaining the pace of social progress due to the emerging unfavourable economic trends. External debt remains a problem, because it is becoming increasingly difficult to raise revenues, given the slowing down of the national growth, and the increasing difficulty to access capital for the subregion since many of the countries have recently been graduated from concessional borrowing.

However, with a significant part of the more recent social investment had debt financed. With the decline in official development assistance, and the recent graduation of several countries from concessionary assistance, it is now more difficult to maintain the current real per capita level of social investment  and, therefore, it is doubtful that, without determined and appropriate public policy choices, sustainable development in small island states can be assured. This is why countries like Antigua and Barbuda and Grenada, having reached their borrowing limits in the 1980s, experienced a significant decline in social spending over the past 15 years, while a country like Dominica, which at the time was enjoying easier access to foreign aid, could afford to maintain a high level of spending until recently, despite its high level of indebtedness. Countries like Antigua and Barbuda, Barbados and Dominica are now operating at their foreign borrowing ceiling level. As a consequence, Dominica, for example, has already had to prepare itself to enter its second structural adjustment programme in less than a decade.

[image: image5.wmf]
Debt-servicing has continued to have first claim on foreign exchange and government funds, thus leaving social programmes  with shrinking resources, which affects negatively the well-being of children and their families. During the late 1980s Caribbean countries focused on re-establishing macro-economic and fiscal balances, and on reducing external debt. Adjustment policies have improved fiscal positions, but this was achieved at the cost of retracting the role of the public sector in the social arena, and increasing the marginalization of vulnerable groups. Therefore, in spite of well intended safety net systems, adjustment policies that included price hikes in service costs, staff reductions in the public service, decline of real wages due to wage restraint policies and the removal of price controls on basic food items, hit these groups the most, as the bulk of the adjustment burden has typically been placed on their shoulders. 

All these factors also forced consumption patterns changes at the household level, resulting, in some instances, in reduction in real expenditure for essential needs for children. During an economic downturn of the severity experienced by larger Caribbean countries like Jamaica, Guyana, Trinidad and Tobago and Suriname, for example, “negative multipliers” have had a cumulative effect in further undermining the livelihood of vulnerable groups: 

Minimum wages cannot keep pace with prices for essential goods, employment opportunities are reduced for the unskilled, while cuts in public expenditure are generally asymmetrical, hitting the services used by the poor the hardest, and affecting them more than anyone else, as public goods are a significant component of their consumption pattern. 
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In the case of Jamaica, for instance, the fluctuations in wages and food cost showed a dramatic correlation with hospital admissions of children for malnutrition (Graph 5). The change in consumer price index subsequent to the removal of food subsidies, together with the devaluation of the Jamaica dollar during the preceding year, were found to explain as much as 75 percent of the annual variation in the number of hospital admissions due to protein-energy malnutrition. 

This situation is already creating difficulties in the subregion where, although governments have traditionally shown a strong commitment to the provision of social services, the percentage budgetary allocations to social expenditure has in some countries followed a negative growth over the past few years (Graph 4).

In the 1990s, poor communities and individuals are increasingly called on to sacrifice more in service provision, and it has been observed that people who suffer the most under economic adjustment are farmers with no access to land, the unemployed and underemployed, particularly children and young people, single mothers and women.  A considerable  'social debt'  has therefore accumulated, measured by the amount of resources that would be required to overcome poverty and the unequal impact of adjustment. This trend was aptly defined as "...the large social debt now due to the lower income groups in these societies who have borne the brunt of the adjustment through informalisation of work, the increase in unemployment and underemployment, the development and expansion of criminal underground economy, the spread of poverty." (Henry 1993).

In some countries public services have so deteriorated that they fail to provide adequate care of any kind or quality of care for poor sections of the population. There are now clear signs of decline in child survival in the larger territories, as testified by increases in Infant Mortality Rates and Maternal Mortality Rates and micronutrient deficiency since the beginning of the decade. The smaller territories, on the other hand, are now starting to show decreasing rates of social progress, and most of them seem to have reached a plateau in the reduction rates of child and maternal mortality and morbidity. 

The difficulty public services are facing is best illustrated by the performance of the education sector, where the quality and relevance of the education system is now being questioned. While nominal enrollment and literacy rates are very high in the Caribbean, a deeper analysis shows that  the failure rate of children taking the primary school leaving exam at age eleven exceeds 50 per cent, and is even higher for boys (Kamau and Sabatini, 1997). After age eleven, there is an exponential trend in drop-out of children, who then disappear from the statistical picture as they join the ranks of “teenagers at risk”. In some countries, as many as a third of the children have not acquired the basic skills of literacy and numeracy at the end of primary school. Data from the 1992 Jamaica Survey of Living Conditions (World Bank, 1994), for example, show that in this country 90 percent of women heads of households achieved no more than primary education.
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The stagnation of the education budget, has led to squeezed salaries which forced better qualified teachers to leave the system (Graph 6), as well as overcrowding of primary schools and limited availability of spaces in secondary school in some countries. 

The Caribbean is therefore currently experiencing what has emerged as a common pattern in several developing countries: “Recent evidence suggests that, though it is possible for a decade or so, to accelerate some of the key indicators of human advance... unless economic growth and more balanced development is then achieved, it becomes difficult to sustain early progress in human development.... the rapid earlier advance... begins to slow and, sometimes, even to peter out.” (Jolly, 1997)

3.
SETTING AN ABSOLUTE MINIMUM FOR BASIC SOCIAL SERVICES

It was noted recently that “a significant proportion of the population and most of the children have grown up in an environment ...in which the progressive loss of entitlement in the realm of social service has become a norm. New and additional resources are going to be needed to re-energize the human component of the physical and social infrastructure...” (Duncan, 1997).

It is expected that the observed global economic changes in trade and capital markets, and the reduction of official capital flows will lead to further economic and social displacement in Caribbean economies in the short term. This means that, as mentioned above, it will be increasingly difficult to sustain the current level of social expenditure. In fact, under these circumstances, more economic adjustment programmes and more radical public sector reforms are the most likely outcomes.

Over two decades of structural adjustment programmes have unequivocally demonstrated that, though necessary, macro-economic and fiscal balance should not be achieved at the cost of creating socio-economic gaps that effectively jeopardise any realistic chance of achieving sustained and sustainable growth. While it is obvious that oversized public sectors had negative long-term effects on the economy, the current rationalization and privatization drive ought not to translate into the demise of the public sector or its debilitation to the point of disempowering it of any meaningful role it can take in redressing basic inequities that have showed to be systematically correlated with free market economic models. It is now widely recognized that there can be no sustainable economic growth without social development.

It has been demonstrated that, ceteris paribus, it is the adoption of adequate social policies for meeting basic human needs that makes one country more advanced than another in social development terms. A UNICEF retrospective study on social development indicates that: Most [high achievers in social development] follow a relatively equitable pattern of  development... [and] share an overall development pattern that must be called egalitarian.  Per capita spending on social development was higher in these countries than regional averages, particularly for education... Even during the crisis years of the 1980... they showed the will to keep government health and education expenditures on track. (UNICEF, 1995). For example, a review of social development in Barbados in the past half century indicated that: ...as efforts were made to diversify the economy into manufacturing and tourism, it was acknowledged that investment in the social sectors, particularly education, was a pre-requisite for further economic development. In fact, during the 1960s and 1970s, when the country was very successful in attracting foreign investment, its people were considered to be its greatest asset, because the island had one of the most literate and educated populations in the world. (Bishop, Corbin and Duncan, 1995).

What is needed, therefore, is for governments to gain renewed strength as social arbitrators in the distribution of economic and human resources and for the pursuit of social equity. Instrumental to this, is the establishment of minimum criteria for the prioritization, as well as targeting, of expenditure that would guarantee improved social returns for every unit of expenditure.  

These are two related, but distinct, conditions of social efficiency, because the former refers to the identification of goods and services that are most used by the poor, and towards which social expenditure should be directed; whereas the latter deals with the actual distribution of such human priority services across socio-economic strata. UNICEF has long been advocating for both dimensions of human adjustment, that is increased prioritization of public resource allocated to social investment, as well as improved targeting expenditure for Basic Social Services in favour of vulnerable children and their families. 

As to the first aspect, the 20/20 Principle, endorsed by the Caribbean Governments at the World Summit for Social Development in Copenhagen in March 1995, is a good planning tool, as well as an indicator of social prioritisation of government expenditure and donors’ assistance, for it shows the proportion of the resources that are used to fulfill people’s basic needs. The key aspect of the 20/20 test for progressive social planning is that it is meant to stimulate a local debate on the non-negotiable minimum limit for sustainable development.

As to the second aspect, the analysis of use of public resources by geographical area when correlated with poverty maps, can reveal whether distortions exist. In addition, poverty assessment work has showed how these resources contribute differently to the overall well being of children living in different income quintiles. 

Sections 4 to 6 below deal specifically with the first strategy (prioritization through the 20/20 vision), whereas section 7 briefly presents current patterns in the second strategy (distributional equity).

4.
THE 20/20 VISION: A FLEXIBLE FORMULA
“...With regard to economic, social and cultural rights, State Parties shall undertake such measures to the maximum extent of their available resources and, where needed, within the framework of international co-operation.”

Article 4 - CRC (emphasis added).

The 20:20 principle of resource allocation represents a practical commitment for the implementation of the above CRC Article.  The principle states that a minimum of 20 percent of Government Budget and 20 percent of the Official Development Assistance from donor countries will be earmarked for expenditure in  Basic Social Services, that is, for Human Development Priority Expenditure. 

“Implementation of the Declaration and the Programme of Action in developing countries... will require: Agreeing on a mutual commitment between interested developed and developing country partners to allocate, on average, 20 percent of ODA and 20 percent of the national budget, respectively, to basic social programmes.”

Para 88c-1995 Programme of Action of the World Summit for Social Development
In an attempt to contextualize and operationalize the challenges that they had set for themselves at the Social Summit, Latin America and Caribbean governments and NGOs have endorsed a number of regional actions, aimed at safeguarding a more central place within the macro-policy framework of social planning for programmes that address the needs of vulnerable groups. Increasingly, governments of the Americas have recognized the importance of providing financial and human resources to implement social development commitments, as testified by the following statements:

“The ministers and representative of governments participating in the Third Ministerial Meeting on Children and Social Policy in the Americas, ...have agreed to... support the principle applicable to interested donor countries and interested developing countries of allocating 20% of the public budget and of the official assistance for development, to basic social programmes.”
Agreement 2 - 
1996 Santiago Accord

“We, the representative of the governments... of the Caribbean Community (CARICOM)... now further challenge ourselves to expand the promotion and protection of the rights of children... through  Increase[ing] social investment allocation to a minimum of 20% of our budgets for Basic Social Services, in accordance with the 20/20 Initiative proposal...”
Commitment (i) -1996 Belize Commitment to Action for the Rights of the Child 

The way the national 20 percent is calculated is shown visually in Graph 7A, where the pattern of national allocation of resources is described in its three components: (i) Total Government Expenditure as a percentage of GNP
; (ii) Government Expenditure on Social Sectors as percentage of Total Government Expenditure; (iii) the percentage of Government Social Expenditure that is spent on Human Development Priorities, also called Basic Social Services.  

To begin with, the 20/20 norm recommends a 25 percent optimal level of Government share of the GDP, so as to avoid overcrowding participation of the private sector in the economy (Public Expenditure Ratio). In order to ensure sustained social development, the UN further suggests that 40 percent of Total Government Budget should be directed to social sector expenditure across the border (Social Allocation Ratio).  

It further suggested that a minimum of half of the 40 percent of Government budget allocated to the social sectors should be allocated to Human Development Priorities, or Basic Social Services for the poor (Social Priority Ratio). In this way (half of 40 percent),  the 20 percent compact recommended for investment on basic social services is obtained (Graph 7a), that is the percentage of the total budget to be spent on human development needs (Human Development Priority Ratio). Table 2 below provides overall guidelines for the prioritization of public expenditure in any given country.

It must be noted, however, that the above formulae are neither fixed nor rigid, but would rather need to be adjusted to local conditions and needs, as well as overtime, in order to truly reflect national priorities and social development patterns. A number of issues were in fact raised during the preliminary analysis presented in the following pages, particularly about the applicability of the global definitions of social and human development priority expenditure. For instance, the desirability of a 25 percent of GDP for government expenditure may require further discussion at country level, in order to contextualize it within small economies where the role of the public sector is necessarily more prominent than in larger countries, due to the absence of a viable market for private investment in many areas.  The definition also needs to take into account the existing wide GDP differentials in the Caribbean, so that the same GDP percentage expenditure actually represents a considerably different figure per capita, depending on the GDP level. For example, the average 1988-93 education expenditure in Antigua and Barbuda was 2.7 percent of its GDP, whereas it was almost double that (5.2%) in St.Vincent and the Grenadines. The per capita expenditure, however, showed an inverse relationship at US$187 and US$99, respectively.   Finally, the narrow definition of basic education does not take into account that the Caribbean sub-region has already achieved universal primary education, and that compulsory education now covers secondary school in the majority of the territories.  

	TABLE 2 

TYPES OF DEVELOPMENT EXPENDITURE: A SUGGESTED LIST FOR NATIONAL ADAPTATION


	
	SOCIAL SERVICES
	INCOME ENHANCEMENT  POVERTY ALLEVIATION
	SUPPORTING AND OTHER ACTIVITIES

	GENERAL EXPENDITURE
	(
Most specialized health services and units

(
Tertiary, vocational, some secondary education

(
High-cost urban WATSAN
	(
General economic support for production and incomes (i.e. Social and economic infrastructure)

(
Untargeted subsidies
	(
General institutional reforms

(
Defense

(
Domestic security

(
Debt servicing

(
Culture


	HUMAN DEVELOPMENT EXPENDITURE
	HUMAN DEVELOPMENT PRIORITIES

(
Primary Health Care (incl.basic curative care, family planning)

(
Basic education (include. pre- & primary school, literacy, life skills)

(
Low-cost rural and peri-urban WATSAN

(
Nutrition support (incl.  community-based approaches, micro-nutrients)
	(
Income maintenance transfers and subsidies to the poor

(
Agricultural extension and support for small-scale, women farmers

(
Credit and marketing support for small- scale production

(
Employment creation

(
Support for shelter
	(
Information services

(
Environment and sustainable development
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Source : David Parker and Eva Jespersen, 20/20 Mobilizing Resources for Children in the 1990s, UNICEF 1994




     � Calculations are shown as percentage of GDP instead of GNP: the following charts were adjusted accordingly.
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Graph 5.







The Human Cost of Jamaican Adjustment, 1978-93
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Graph 6.
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