PRESENTATION AT CARIB_EXPORT TASK FORCE -- OCT 28, 2010 – Presented by the Chair of the CARIFORUM/FCOR/OCT Task Force on Interconnectivity 
1. BACKGROUND

1. The origin of the Interconnectivity Task Force:

1. Clovis Bureaugard meeting having selected four task forces with the aim of better incorporating the French and other European member states into a One Caribbean concept.

2. The interconnectivity task force has met at least three times to date at which the importance of the three main areas of Transportation, Energy and Telecommunications were identified as the drivers with the greatest potential for integrating our communities.

3. Transportation captured the underlying essence of any increase in trade relations. In this regard Tourism had engaged the discussion and continues to do so but also with the emergence of the EPA, other trade related elements have also emerged

4. Energy was essential not only to our social improvement in terms of facilitating access to electricity to a wider and rural population but also because of the essential element in total cost of production if we are to attempt for example to increase our international competitiveness.

5. Similarly Telecommunications represented the backbone to our interconnection effort even as it does within our national borders. 

2. EARLY STEPS:

The question that naturally arises however is namely, why would we think that providing improvements in these sectors at a regional level will not only enhance our own development but also will allow each of our states to be better off by this interconnection than if we were to try individually. 

The typical and not untrue answer lies in the factors such as economies of scale that derives from pooling of scarce financial, human and natural resources, reduction of overlap, common standards and regulatory frameworks, and potential for an expanded common market in these areas.

Correspondingly we moved to a next seemingly logical step of recognizing a need to lay the physical and institutional infrastructure for the enabling of this interconnection process.

From this position taken at one of our later meetings, the concept of an Infrastructure Fund emerged and a fair amount of activity has been occurring in this direction since then. For one, a consulting firm was recruited with assistance from the EU and a report prepared. This report should be subsequently circulated to all member states and the comments returned to the EU.  
Some of the main features of the Fund are highlighted in the slides.

 We at the Interconnectivity task force however have a clear and present responsibility to see not only the operationalizing of this fund but also to ensure that the intended benefits accrue to our citizens in a meaningful way.

To this end it will be incumbent on us to take a lead role in the public awareness and education of what is being proposed and which will affect all our lives. We have to ensure that our national leaders are on board and we have to support, and convert if necessary those who are less interested in such data and information to enable appropriate and efficient engagement. 

 As a first step we feel that a  meeting of the Task Force be held in the not too distant future to develop an Infrastructure Strategic Plan in order to adequately exploit this Fund . 

Such a plan will take into account the specific characteristics of each partner state while seeking all possible synergies that coordination and cooperation can provide.  

Such a plan will also incorporate the situational analysis for each of the three sectors in each member state. This could involve using desk studies of recent work done on this such as by the World Bank but also some current surveys.

What follows below are some of the more obvious questions to be addressed.:
Re ENERGY:
.    What is level of condition of existing energy infrastructure

· Do you have any existing level of cooperation in energy development
· Is there any excess capacity which can be exported

· What is the ratio of Clean to fossil energy use in your country

· Does your country have a comparative advantage in developed energy resources

· Has there been a Baseline study on Energy Infrastructure. 
At the regional level 

I took the liberty of asking these of our subject officers at the CARICOM Secretariat and got the following responses
· What would you say is the infrastructure required for providing electricity at affordable prices to member states 

·  Would you say the infrastructure required is– physical or is it economic such as the market? Is it a human infrastructure requirement  or do we lack institutional capacity; and a policy and regulatory framework?: 
· In fact what is the targeted generation capacity if we were to succeed in interconnecting grids etc. 
The attached slides give an indication of those CARICOM countries which are at the forefront to benefit from interconnection viz : ST Kits and Nevis (existing 47MW) Dominica (21 MW);   St Lucia (76MW) Grenada  (49MW) St Vincent & Grenadines (58MW)

 For St KN & Dominica the scope for increased capacity  Eg Nevis could eventually move from 14MW to 400MW for one interconnection project;  Dominica from 21MW to 100 MW ).   It should be noted that interconnection for geothermal based power is being driven by the potential benefits of lower cost for domestic market and improved reliability (of the generating country) but also because these countries have the potential for transitioning from being net importer to being net exporter of energy (and in particular – clean energy)

We also wanted to know :

Do we have any study or project that is already looking at e.g 

The undersea pipeline between  Trinidad and Tobago and Grenada 

The extension of the Thermal Energy prototype from Dominica to Martinique 

The Hydro plant for Guyana 

Natural Gas Pipeline from Trinidad to Jamaica 

One response from our officers at CCS informs us that:

a. The undersea pipeline between  Trinidad and Tobago and Grenada:  Feasibility study is available for ECGP Project form T&T to Barbados (don’t have copy but could access same) 

b. The extension of the Thermal Energy prototype from Dominica to Martinique (World Banks pre-feasibility study is available) 

c. The Hydro plant for Guyana (Study for some large plants should be available – not at secretariat though) 

d. Natural Gas Pipeline from Trinidad to Jamaica [Pipeline for T&T to Jamaica is not considered technically nor economically feasible;  Too long a distance and sea too deep at points);  It is being proposed that gas be supplied to Jamaica in form of Liquified Natural Gas (LNG) 

3. HOW INTERCONNECTIVTY CAN HELP:
a. ROUTINELY

We do know and expect that through the factors we mentioned such as scale economies Interconnection has the potential to provide:
· Low cost fuel source

· Efficient generation technology 

· Transmission & distribution system which is efficient (minimizing system losses)

· To strengthen reliability; 

· allow for increase size of market to achieve better economic size of generating system, reliability and lower cost;  spread our risk from vulnerability to hurricanes.
b. REGIONAL PUBLIC GOODS
A critical element of regard to our mission must however be in seeking the creation of a Regional Public Good. The contribution lies in the protection from individual political influence that normally plagues the success of regional projects.

On the one hand we have the recurring threat even if understandable, that contribution to any regional or joint effort from a national budget that is itself scarce poses tremendous rethinking as to whether the same national benefit could not be achieved by less than the amount of the financial contribution to the regional purse. 

In times of crisis and in the absence of any overarching political mechanism we cannot escape this reality..

However because we know that the magnitude of some of these infrastructure projects require more than any one public sector and even the collective public sector for that matter can afford, the involvement of Private investment is inevitable.

However what kind of assurances can this private sector have if there is a threat from the public sector. 

 In an effort to reduce the risk to the private sector we have to rely on the independence and autonomy that resides in  Regional Institutional frameworks.  We already have some examples. In the Telecommunications area ECTEL is cited as creating a successful depoliticized regional regulatory body which through much interaction and consultations with national bodies has come up with a set of regional standards for pricing and consistent behaviors across the service provision spectrum which gives the private sector the confidence to continue investing.

· A Regional Regulatory framework – 
A regional regulatory framework ensures price, cost and operational efficiency; and competition in generation as well as participation of small generators in a decentralized mode.
To quote our Energy officer:

“The regulatory issue is huge; but electricity by itself is  very political;  In our role to provide coordination on energy sector issues, we are seeking 

· to facilitate dialogue between countries.   The World Bank also did a study on sub-regional electricity regulatory authority for OECS to be called Eastern Caribbean Regulatory Authority (ECERA);  This idea has encountered some political challenges with some of the key countries rejecting the idea and seeking to have national regulatory bodies;  In part this is due to fact that ECERA institution is perceived to be cost burden to consumers as the proposal for financial sustainability is for a negligible charge on electricity bills.  Then, because electricity is a huge political matter  governments are very hesitant to give up control over the setting of rates;  However CCS is seeking to highlight clearly to policy makers that interconnection is not possible without a regional regulatory framework – so our next step is to facilitate a forum on interconnection among the OECS countries which are at forefront.

· To collaborate with OAS, IDB & WB seeking to advance the feasibility study to next stage for some countries 
· To have this matter on meeting of ministers after more distillation of the issues – which has been pushed back Q-1,  2011”
In all of this we as the task force on Interconnectivity have to remember that as much as the physical interconnection is necessary and we have to help oversee its implementation, we believe that uppermost in our minds at all time must be the realization that this is also a means to an end . In other words we will not have interconnectivity which I would like to define as the state of interconnectiveness until we hold that our mission is to provide common services for all.

 In other words our work must be to create Regional Public Goods.

In this typology, The proposed Caribbean Infrastrucutre Fund is a Public Good. It is no accident that one of the features in this Fund is a condition that any proposed project has to benefit at least two countries.  The implication to be drawn is that the benefits of the project must redound to the regional citizens.

We therefore must have in our forefront of decision making on the selection of projects this concept of the greatest good to the greatest number alongside the economic costs and benefits analysis.

This will require much interaction and empowerment to the Civic Society and other non –state actors. In this regard we would want to recommend an expansion of this Task Force to formally include these groups. It is commendable that Carib-Export involves the Private Sector representation and has a structured interaction process with the various sections within their priority areas. But for the most part the design of the task force composition remains in state representation and this should be remedied.

b. Regional Research Centers:
Other examples of associated regional public goods could include the creation of Regional Research Centers that allow us to develop related technologies in the fields so we can be less dependent on foreign suppliers whilst opening opportunities for expansion of our exports.

In the area of Transportation we have Safety and Security concerns which can affect us all and cannot be confined to any individual country should any unfortunate event occur, hence the creation of a regional body with that kind of responsibility is another example of a regional public good. 
In air transport there is CASSOS but so far there is nothing for sea transport so our task force can perhaps see that this kind of project can be submitted to the Infrastructure Fund.

Related Integration of Strategies

Lastly I would like to leave with you the notion of integration for interconnectedness. Some of you may have heard me on this before but I think it is worth repeating

One of the recommendations related to the report for the Infrastructure Fund is that Energy be the priority focus. No reason is given but one can assume that the sheer difference in financing needs e.g 400 Mn Euros for Energy compared to 40Mn estimated  for Transportation can account for this emphasis.

On the other hand we know that Energy is the sine qua non of both Transportation and Telecommunication Service Provision so the focus is in order.  We now have to make sure of that coherence as we go forward.

In short we have to keep the longer term vision in mind at all times. Asking ourselves whether the particular energy policy and programme will enhance our transportation and telecommunication objectives and whether they are integratively contributing measurably to our regional objectives of growth, competitiveness and well being for our citizens.  We normally hope that this sort of policy integration occurs at the national level though how much does occur is debatable. At the Trans- national level this can be even more complicated. 

But our regional interconnectivity drive means that we cannot afford to just hope this kind of alignment will happen. .

This will call for monitoring and advocacy at an extremely consistent and intense level. Also involved would be Computation of the related costs and benefits along the chain reaction.

An example of this integrative thinking would be determining what are the energy needs to allow lower airfares that become affordable for inter island travel and free movement?  Would the interconnection of energy lines contribute to the reduction of these costs sufficiently?

These are not easy questions to answer but they are unavoidable and the time has come for us to confront them so we know and not guess.

The creation of this kind of body could well be one of our first demands on this Infrastructure Fund.  

