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Dependence:

1. Consumption
relies heavily
on imports.
FX sustains
living
standards
Domestic
production
remains
shallow

NElge)

Specialization:

1. Growth
concentrated
in few
sectors.

. Tourism
dominates
value
creation.
Limited
diversification

Weak Income
Base:

1.

Low wages
constrain
households.

. Savings and

insurance
buffers
remain thin.

3. Vulnerability

persists.

Transfer
Reliance:

1.

Public
spending
stabilizes

consumption.
. Subsidies

substitute for
productivity.

. Social
pressure rises

Fiscal Exposure:
1.

External
inflows
fluctuate.
Revenue
weakens.
Deficits and

" debt

increases.

Structural Trap:
Import
Dependence
leads to weak
production which
leads to low
incomes,
increases in
transfers, higher
deficits, greater
debt levels.
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Climate Exposure
Natural Disasters
Deepens Fiscal &
Social Stress

3. Damages Key

Infrastructure

Tourism
Dependence

Fiscal Fragility

1. Heavy Reliance on
CBI Inflows

2. Narrow Tax Base

3. Capital Spending

Pressures

Security Spillovers
Border Instability
Trafficking Networks
3. External Military
Presence Affects
Tourism

—_

N

Import Reliance
Food, Fuel and
Manufactured Goods
2. FX-Intensive
Consumption Model
3. Limited Domestic
Production

Limited
Permeation

Emigration
Impact



Social Protection is A Structural Reset is

Cushioning Households Now Unavoidable

AYAY

The 2026 Budget The Productive Base
Reflects Stability Under Remains Narrow
Pressure.
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1 2 3 4

Increasing Transfers Declining Non Tax Narrowing Fiscal Stability is being
and Subsidies Revenue, Falling CBI Space financed, not generated




Consumption Transfers Substitute = Revenue Weakness  Public Debt Rises As
Supported Without For Wages Rather Increases Deficit Shocks Recur
Parallel Income Than Complement Pressures
Growth Productivity
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Traditional Analysis Focuses on
Macro Indicators

Recent Work shows
Vulnerability Originates at the
Micro and Meso Levels

Household and Firm Fragilities
Accumulate Upward

Macro Instability Is A
Symptom, Not the Root Cause



Weak Production Limits
Income Growth

Fiscal Space Shrinks ‘ . Low Income Raise Reliance

on Transfers

{ \

Debt Increases Transfers Sustain
Consumption But Not

\ I Productivity

Deficits Widen Revenue Base Contracts

)
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Shift From Credentials to
Competencies

Align TVET with Private Sector
Demand

Strengthen Technical and Applied
Skills

Prioritize Energy, Health,
Construction and Digital Skills
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Major Powers Competing for
Influence

Economic Policy Merges with
Security Strategy

Globalization Transitions To
Sovereignty + Resilience

Emphasis on the Strategic
Relevance of the Caribbean




Capacity Building ——

Talent Retention _—

Regional Scale

Strategic Incentives
External Partnerships
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Strategic Relevance

Global security and migration
dynamics increase Caribbean
visibility and bargaining power.

Regional Scale

Shared constraints encourage
regional production systems,
digital markets and bargaining
blocs for external partnerships.
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Talent Retention

Visa restrictions and migration
tightening keep skilled labour at
home, creating space for
domestic innovation.

Productive Transformation
Shift from consumption to
production: build domestic
value chains, innovation
ecosystems, and resilient
industries.



Tourism and
commodities earn
foreign exchange, but
value chains are shallow

Foreign exchange is used

to import food, fuel and
manufactures

Consumption grows
faster than productive
capacity

Build domestic value
chains around tourism
and commodities

Investmentin productive
sectors that replace
imports

Shift to production-led
growth and skill-
intensive employment



SOLUTION 01 —
Align Education
with Productive

Sectors

CHALLENGE 01 —
Weak Incentives
for High-Quality
Education

SOLUTION 02 — Build
Skills-Industry
Ecosystems

CHALLENGE 02 — Skills
Mismatch and
Credentialing Gap

CHALLENGE 03 —
Limited Incentives to
Retain Talent

SOLUTION 03 —
Create Domestic
High-Skill Demand
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From Vulnerability to the Virtuous Circle

The Economy of Resilience

Resilience

Low Debt

PIF for Public and Private

Investment

Fiscal Rules for Borrowing
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New Economy

Production

New Incentives for Human
Capital (Education, Health
& Dynamic Labour Market)

Lower Transfers and
Subsidies
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Geopolitical Drivers
. Venezuela Crisis
. Narco-Trafficking

. Energy Security
Corridors

. China’s Regional

Influence

A New Security Posture
for the Western

Hemisphere

Operational Actions

. Increased Naval Patrols

. More Aerial Surveillance

. Intelligence Sharing with Allies

. Defense Diplomacy with Caribbean

States

. Immigration Enforcement and

Removal Operations (ICE)

. Restrictions on Residency Pathways

VIERYEES
. Tighter Border and Port of Entry
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The Policy Imperative

To strengthen national development:

1. Make school safety a core performance
metric

2. Align mental health + education policy

3. Treat human development as an
economic priority

The Labour Market Consequences

Long-term impacts include:
1. Lower workforce participation

The Governance & Rights 2. Reduced lifetime earnings

Dimension 3. Higher risk of anxiety and
depression
Anti-bullying debates 4. Weaker social cohesion

highlight tensions between:
1. Parental rights

2. School authority

3. State duty of care

The Human Capital Link

Unsafe schools reduce:

1. Attendance and grade
progression

2. Learning and cognitive

performance

Mental health and wellbeing
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CHALLENGE 01
Absorbing
Skilled Labour

Domestically CHALLENGE 02

Weak Domestic CHALLENGE 04

High-skill CHALLENGE 03 Institutional &
Demand Social & Youth Policy

Pressure Unpreparedness




2. What Sectors Can 3. How Do We Match 4. How Do We Build Pathways

1. How Do We Utilize Local

Skills? Absorb Talent? Wages with Dignity? Into Innovation?




The Human Condition is at the heart of resilience building. How Do We
Build the Skills to Power a Production Economy?

Incentivizing Human Capital Development

Human Capital Feedback
Loop
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Digital and Maritime

Agro-Processing Linked to
Support Services ‘ ‘

Tourism Demand

Construction Trades and

‘ Food Storage, Packaging
Climate-Resilient Skills

and Logistics

Renewable Energy Services

Health and Care Economy ‘ ‘ and Maintenance

Services
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Reduce Long-
Term
Dependence
on Transfers

Shorten Raise Create Strengthen
Import Households Steady Domestic
Chains Incomes Employment Linkages

Production Is The Most Effective Social Policy
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