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ECCNOMIC TRENDS IN TEE EZCCA AREA

. UJTPUT AND PRICES

During 1982 there wasz a slowdown in the zate of growth of output in tha
countries of tha ECCA area. The growth of real gzoss docestlc product for
the. countriass as a group {s provisicnally esticated at 2.6% compared with
" 5.6% in 1981, 7The fac:crs influencinq the reduced rate of ocutput growth ware
pasentially the seze as in 19681, Weak ecsnomic activity in the industrial
countries adversaly a?;fec:ed the tourist industry in particular and &ep:essed
darand for primary comeodities led  te a further decline in theix prices,
severely affecting the area's earnings from its trzditlonal exports, the maln
eource of foralgn exchange receipts.

raditionel Agriculture

The decline i{n comodity prices since 1980, has generally had a dacpening
effect on production and exports of commodities. Banana exports vital to the
' Windward Islands fell 3% in volume and 7% in valua in 1982 as compared with
1981. The Green Market Prica (&P} for erports to the Unlted Kingdca, the
traditicnal m;.ricet, rose from E312 per tom in January 1982 to a high of £394
in Hay to July then daclined to £365 in Hovemher to Decembar. Hhile the
average price in 1982 was higher than in 1981, local currency earnings falled
to show a preporticnata increase due mainly to the depreciacion of the pound

éterl:an for most of the year.

The banana industry within recent years has been faced with sarious
difficulties dug to the fact that the cost of production has risen more than
earnings. Flans, aimed at restructuring and putting the industry on a sound
financial footing, have been initlaced with financial and technlcal assistanc

from international denmor agencies.

Thesa efforts appearsd to have met with 2 measurs of success as during
the first six months of 1983, bananas exported from the Windward Islands,
amountad to 64,039 tons valued at $61.Im. Thls represented an increase of 21
in guantity and 25% in value coopared with the corresponding period of 1982,

indlcating &n improvesent in E.C. dollar earnings inspite of a Bubat-'.anr;.tal,
dapraciation in the pound Bteriing over the perlod January to June 1583,
The Green Market Price for bananas rose from £361,4 per toane in January to
E447 per tonne at the end of June.

Windward Islands Banana Exports

1982 1981

Quantity Value Quanticy Valua

Metric Tons {sc00) Hetrle Tans {5000Q)
Deminica 27,116 24,762 26,423 25,397
Grenada 9,995 8,957 1,200 | 10,573
Sk, Luacia 42,933 18,913 42,943 32,501
Sk, Vincent 26,711 24,290 29,427 27,365
area Toral | 106,753 96,922 109,570 ; 103,83

SO0URCE: Windward Islands Banana Associatisn

Windward Islands Banana Zxporss

January = Jime

1983 _ lea2 .
Tonnes Valua Tonnes value
(EC5000) (ECsO00)
Bominica 14,439 13,882 10,894 10,229
Grenada 4,793 4,505 4,461 3,998
St. Luciz 30,527 29,231 24,073 22,108
St, Vincent 14,280 11,492 13,475 12-,472
Area Total 64,039 61,110 52,503 | 48,797

SOURCT: Windward Islands Banana Assoclatiom




- also prevented any significent increas

‘garly cane growing period and alse the

Sugar production and exports in St. ¥itts in 1962 ipcressed by 1t
ug

and 4.3% respectively. Despite the increase in guantity coxperted, total

ings fell 21,37 as ‘sugar sold on the world market realised substantially
esrning .

r : xet
lower prices than in 15Bl. The excess supply of sugar on the world mar

e in the guaranteed price for eXpOTtSs

to the Upited Xingdem under the terzs of the Leme Conventien,

N

The 1883 crop viglded enly 27,761 tons of sugar; 20.8% below the level

Q vious ve - he low yield is attr utabl to lov zinfall in the
the 12247 iou ar T e 2 tLrik e rain 1
b

fact that the entiTe crop was not

harvested.

The sugar industry in St. kitts is facing serious finzncial
@ T

1 : orted te be in excess of
agifficulties, with the o=t of produccion now rep :

A ks TR &
i s As a result A T cing measures Were 1ptr =
earning 25u. various Cos reducing asu c3uted at

. . . . e
th rt of the 1983 crop. Heanwhile factories in Antigua and St, Vincen
e Star 4

which were re—established mainly to supply the domestic mazkets are

& =} i t of
x ported ta hava e)CPEI'i need substantial 1osses primarily as a resul
e

poor yields and higher than estimated capital costs.

St. Kitts Sugar Exports

' ci i ! Value 1
1-f‘lear. g:od;;é . g:::-tzg Exported

{Tens) {Tons) EC$M
1979 3g, 885 33,531 28.5
1980 33,927 27,682 34.8
1981 31,572 26,218 36.2
19682 - 35,088 27,3583 2B.5
1583 27,761 n.a. n.2.

SOURCE: St. Kitrs Sugar Hanufacturing Corporation
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Coces and nutzeg; two conmodities of jrportance £o the econewy ¢
Grenada alse suffered price reversels during 1982,
pound of cocoe exported fell by 15a,
Primary comwodities,

The average rever
As wWas the case for & pusher of
the price of cotoz on the world market fell drar
during the two-year period 1981-1982; this has had a damaging effect
production and the quantity exportes during 1982 fell some 21.7% from
toms to 85) topns. In the case of nutnegs, both produc'tion and export
increased but a substantial quantity remaineé in stock at Yeoar end fo
which no market was foupd. The average revenue §e: pound of nuimes e
during 1982 fell by 15 per cent.

The unfavourable marke: prices for cocc-:ar and nutheg continued in
For the first six months of the year the volume of cocoa expc;r:ed ine
7.4% but earnings fell 14,9% to $7.1m freo $E.3m in the culr‘:esponding
of 1582. In the case of nutmegs, exports Guring the period Januazy t
1983 amounted te 1,513 thousand kiles, valued at $5.7m as against 328
kilos valued at §1.4n in the same pericd of 1962,

hovwever were 5.8t .less than in the Previous year.

Average earnings i

The remaining major traditional eXport, arrowroot, produced by St
Vincent, faced strong competition on the international markets. This
other difficulties experienced by the industry ied to a dracatic fall
e:xp-drt &nd substantial stock acowulation during 1982,

Tourisnm

The area's tourism industry fared pargifially better in lséz. The
aggregate of stay-over visitors te the area increased by 1.ey over the
level, This was the fizst time since 1979 that the avea aggregate for
category of visitors hzs shown an increase. However, the number of ar
iz 1982 was still substantially less thap in 1979. Tourist arrivals t
ECCA countries ipcreased steadily frem 1976~1979, reflecting the, econe




upturn in the industrial econcmies at that time, and the improvement inm
touriso facilities (f{.e., construction of hotels and airports and lmproved
cocaunlcatien) . Since 1980 however, the tourisa industry has experienced a
significant decline in the nucher of stay-over visitors., This latter
devalopment reflected the racession in the industrial sconcales and
inereased competition from ather argas. .

.

puring 1982 visitor arzivals from thoe United States to the area as 2
whole increassd by 7.4t and provided the pain impatus to the overall
{ncrease. Thers was alse a 2.3% increzsa in arrivals from Canada, but the
shaze of visitors froa the United Xingdsw in the arga's total declized
8.43, after incyeasing éuring every vear sinca 1976i It ls procaple that
in addition to the recesslon, the depreciation of sterling may have besh
a facsor, as this would have increased the cast of vagation to United

ripgdes visitors.

While therm was a small improvement ln stay-cver visitors during the
year, the aggregate of crulsaship visitors to the. area shawed substantial
@ncline. Although arrivals of cruiseship vizitors have geperally tended
£o be volatile, it appears that this type of travel has been pers adversely

~affacted by the international recession.

mourism is the szcond mOst IlmporTant SOUroR af foreign excheange for
the ECCA countries. Gross earnings during 1982 are provisiopally estimated
at $329.0n compared with $309.6m in 198L.

a large proportion of these earnlngs is spent oo imported goods and services

It may be noced however, that

used in the {ndustry itsslf.

VISITOR ARRIVALS TO €03 COUNTRIES

‘ ifgfgcvzn MAIN COUNTRY OF QRIGIM Cruise=
comTRY. ISTTORS OF 1982 VISTTOAS ship
1981 [ 1982 |u.5.A. Canada ! 0.K. | C'hean [Cthe: Yéggtc:s
rocigua & | ( } :
Barbuda 84,724 | 87,042 263690} 5,876 { 12,350 -] 28,085| 85,768
Dozinica 17,438 | 19,717] 3,787 982 1,922} 7,349 §,385] 2,382
Grenaca 23,282 ; 21,7z8{ 3,031] 1,522 2,302i 9,725 | 4,888 &2,11%
Hontserrac 15,554 ] 14,979 § n.z. n,a. Dade n.a, n.a. 9,921
St. Xitts- l
Nevis 35,352 | 234,394 (10,796] 2,485} 2,631{ s,eso|1z,532| 11,148
st. Lucia 70,254 ; 71,535 ) 11,641} 14,051 [ 33,821 12,191 { 15,820 33,812
St. Vineent] 44,732] 47,235| n.a. | 7n.a. | nea. | n.a. | z.a, | 29,870
TOTAL 251,336 | 296,630 ) m.a. n.a, n.a. n.a. n.=, { 215,998
SORIRCE: Statistlical Division in the various territoriass

' zalininary data on visiver arrivai: for the period January ta June 1983
indicate scme recovery in the area's tosuvisz sactor. This was perticularly s3 in
the =ase of Antigua where arrivals by alr increasad 16% to 54,785 cocpared with:®
the carresponding pericod of 1282. In the same peried stay-gver visiteors to St,
Lucia increased 4.7% to 38,457 vhlle visiltor arzivals to Grenada for the ;fi.rﬁt
three months of the year increased 7.9% comparad wich the same period of 19812,
St. Ritta-Hevis, the other country far which data are availanle, exparifencad a
16% de¢line 1n visitor arrivals over the first six months of 1983, ©Damage by
fire ta the largest hotel may have baen a contributery factor,
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Industry & Construction

The manufacturing sector s swall, averaging under 1C% of the area's
gross domestic product. Output censists of light masufactured goods, for
expert to regiocnal and extra-regional markets, as well as import substituting
conswmer items, builiding materials ané other intermediate goods.

The performence of the secter during 1982 wes mixed. In general, those

industries producing for the howme and regionel zarkets performed creditably -

particularly the garment, beverage and shoe industries; while the recession
appeared to have restricreé the sales by firme producing for non-regional

markets, particularly the United States.

With the cempletion of majer construction projects in Antigua and St.
Lucia (an airport project and oil refinery rehebilitation in the former and
an oil transhipoont and storage terminal in the latier) constructicn activity
fo1l in these two countries. Bowever, most of the remaining countries
experienced growth in the construction sector mainly through improvemants to

infrastructure and sccommedation expansion in the tourism industry.

Pricet

During 1582, the rate of price increases based on the percentage change
in the consumer price index was substant_ially iower than in 198! ip a2l) ECCA
countries, with the exception of Hontserrat where the rate was 1.3
percentage points higher. The slowdown in the rate of price increases
reflacts the prograss made in reducing the rate of inflatien in the

industrial countries.

The ECCh countries have a large propensity to import and the bulk of
these imports are derived from industrial countries. As the rate of
inflation in these comtries decelerated in 1982, the rate of price

increases in the area moderated.

- 30 - -

ECCA's welighted zverage index showed that for the area as a whole
consumer prices rose 3.6, substantizlly lower than the rate of B,8% that
cbtained in 19B1. Exazminztion of the retail price indices for the varim
countries revealed lower increases In the price of food, energy =né hous!
while for householé supplies and appliances and alcoholic beverages, the
increases were generally at rates above that of the everall index.

The rate of increase in the consimer price indices continued to £al)

during L8983 and fer the first six months of the vear the area's weighted

average increass was 1.0 per cent.

Percentaoe Chanoe in Censimer Price Index 1550-B3

1583
1580 1881 1882 (Jan.-June}
Antigua 11.5 7.9 2.1 -0.8
Deoinica 21.4 8.1 4.6 0.4
Grenada 21.8 0.5 7.0 2.5
Montserrat 17.8 7.1 8.4 2.4
St. Xitts-Nevis 4.3 8.8 3.4 1.5
St. Locia 21.: 9.5 0.4 1.1
St. Vincent 18.8 £.8 4.8 B.3.
Area Weighted Average Rate 1B.2 .9 3.6 o

=22 T |




BALANCE QF PATMENTS

The adverse Lmact of the global economle recession on the ared ecIndly
during 1982 culminated in an overall balance of paymancs deficit of $58.6m
compared with a deficit of $74.2@ in 198L.

Based on provisional data, experts from the area declined 6.7% from
$447.7m in 198l to §417,5m in 1982. The fall in exports was & result of
reduced earnings from the countries traditional exporis of bananas, Sugas,
nutmegs and arrowroot, due mainly o reduced prices on cormodity markets.
Imporss {c.i.£.) to the arsa,provisionally puc at §1,263.%=, fell by 1.4%
after increasing rapidly in the two pravicus years. Tre rapid incraase in
inports in 1980 and 19€l was on account of imparved raw matgrrals and
equipgent associated with large capital projects in Antigue and St. Lugia- an
oil refinery in the former and an oil transhipognt ‘and storage terminal in -
the latter, Icports in thosa years also rose as 2 rasult of cthe dsstruction
to agricultural czeps by hurricanes in 1979 and 1980. The fall in imporss
during 1982 was hovWavar not enough to offset that in exports and the visible
trade deficit widened.

The invisible trade balance shoved 2 new E.c_ﬁrovenant of $90,7n coopazed
a5

with the 1981 positicn. Ezrnings fzem touriss ara estizated to have inc

to $32%m frem $309.6m in the pravicus year. Unzequited transfers beth privad
and officizl, wera an imporitant sourcz cf forcica cxchange for the area duriy

7.5z in 13E2. Due to the

‘the year, These flows jncrzased by $37.8x To 532
imarovement in the invisible trade acesunt and the increase in nez transiers

to the area, the deficit on current account narrewed frem $392.4m {n 1981 to

$286.7z in 1982,

With the complotion of large capital proiects financed with foreign fund
in Antigqua and St. Luda, long-term capital flows were not as nigh as in 198
The overall deficit &n 1982 was financed largaly through a reducticn in the
reserves of the Authority of #536.4m, following similar financing amounting ¢
$28.80 in 1981, Financing of $l.8m was provided through the net use of INMF
resources by scoo parcicipating govemments; in econtrast flnancing through

that source in 1981 was $43.1m.

ECCA Area Countries

Ralance of Payments

ECSH

.

1981
CYRAENT ACCRUNMT SALAHCE - 392}"
Kerchandisa Exparts f.o.b. Le7,7
Merchandise Imperts c.i.f, -1,291.5
TRADE BALANCE - 833.8
Qther Goods, Services, !ncome: Credit 4243
Travel (309.6)
lnvestmant lncome ( 40.8)
Nther { 73.9}
Other Gaods, Services, Indome: Debit - 193.8
Travel - (-76.4)
Investment Income (-27.3)
Other (-30.1)
Private Unrequited Transfers (Net) 177.3
Workars Remittances { 77.2)
Cther {100.1)
Qfficial Unrequited Transfers (dec) 33.6
CAPITAL ACCOUNT BALANCE 3181
Direct investmant (Privata)’ 256.8
Ocher Long=Term Capital 7.5
Official Sqctor { 88.5)
{ither {- 9.0}
Share-Term Capizal - 18,2
0fficial Sector (-34.5}
Commazrcial Banks ( 14.5)
Other { 0.8
OVERALL SURPLUS/DEFICIT - .3
FINANCING 7.3
Use of 1ur Credit —;'43.!
gther Claims : 2.4
€hanges in Reserves (-increase/+ decrease) 28.8
(P} Provisional
1 ’ Includes Errors & Cmissions
=33 ..

{7

1982

- 2887

k17.5 (P}
-1,263.9 (P}

846 ,
5163

4

{329.0)
( 34,2}
(151.6)

203.

&

(-36.7)
(-32.2}

(-34.7}
153,

]

{ bg.1)
{110.8)

8g,

226,

5
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FININCIAL SURVEY

Honetary Aogresates

Domestic credit expansion by the banking systes slowed down over the
Year ended June 31, 1583 to a rate of 13.6% as compared with 19,.9% in the
previous year. The deckleraticon was due to a falling=0ff in the rate cf
loan expansion to the private socter, from Z3.4% in the previoué Year to 4,8
in the year under review, Credit to the p:bli; sector (Central Govegn:ent,
Public Corporaticns; etc.) increasgd by 42.4% comsared with 9.6% in the year

before.

The deminance of public sector credit over the last Year may have
resulted partly frea the weak porformance of the arge econcmigs which caused
‘governments' revenue to fall below budgetary projectiens, thereby increasing
the public sector borrewing reguirements. The 10w erowth of privare sector
credit on the other hand may be Gue to a cozbination of deprasssd econosic

conditions and the "crowding-cut effect™ by the public sactor.

The meonetary liabilities of the baniing system grew at aporoximately
the same rate {13.3t} a5 domestic credit.— In financial terms, $147.6= in the
case of the former and $125.7c for the latter. This led to a 2.8% (s8. 82}
incresse in the systec’s net foreicn asssts, In the PIravious twelve=-mont
period domestic craéit owpanded by $19.9% {$154,3m) while total monstary
liabilities grew by 7.9% (¥81.5m), and had the effec:t of reducing nat forsign
assets by 1B.B% {532.4m). Due to the high propensity to import in the area,
credit expansion by the bankinc systen tenss to result more in foreign

exchange. losses than in monoy Supply sxpansion.

The (Ml) money supply grew by the moderate rateé of 10.8% in the roview
period in contrast to a megative growth of 0.5% over the previeus twglve
months. Currency in active circulation grew by 9.7% and demand depsoits by
1l.1x. The decline in the previcus year was @ue to a fall of 2.7 in Gemand

daposits as the currency compeonent increased by 5.9%,

Quasl money incressed 14,31 {($117.70) Guring the roview
coRtrast toll.2% ($83,1m) in the yzar beforg,

period 4;
- The H2 mopey Buzzly (M
Quasi poney) vhich is generally more stable than M1, and a better imaj
of econozic trends in the ared; increased 13.3% as against 5.9& the vg
before. The higher grewth reflects mainly incroased exports ang ear;i
fron traditional acricuiture and the improved peorfersance of tourigs @
the first six months of 1982,

Factors Influencing Memev Su=sly

{Annual Changas)

Poswe 1982 | gune 100
§ 3% % [ s» ' 1
Het Foreign Assats -52.4 ! -1E.6 g.g 3.z
Domestic Cregit 154.3 19.9 126.7 13,6
Private Sector 138.2 23,4 34.5 4.E
Public Sector 1801 9.6 92,2 i 42,4
' .
Money Supsly (H1) 1.8 o.5 30.1 ;106
Currency with Puklic ) E.5 5.5 8.7 j 9.7
Dezand Deposits -2 -3.7 0.2 ‘ 11,3
| W
fuasi Menay
{Time + Savings Dopomi-ts) 83.1° L2 17,7 ii.:
Total Honetery -
Liabilities (M2) 81.5 1.9 iq7.8 13.32

Ceemercial Bank Credit

Lozns and advances by comercial banks expandsd by $97.M (11.7x) ¢
total F935m at the end of the review peried; this is in coptrast o an

-expansion of $133.7m (19%) in the Previous year. Thexe was & met increa

in }orns to the public sector of $28.7% as sgainst 314.5n the year bafor




while loans for private sector ac=ivity lncreased $69.lm compared with
$119.2= in the previous year. .

An analysis of the increase in private sector accivity loans revcaled
that credit to business firms accounted for 3$43.2m, personzl loans $l6.5a
and other umclassified loans $9.3n. The increasa in cradit for husinass
purpasas vas allocated mainly to the :our".m-, distribusive tradas,
construction and transport sachers. Credit to the tourism sactor incEéased

$11.20 or 26.8% ta total $53.0z= following an iacrecase of $li.lm in the

previous year, The expansion of credit to touriss roflects an iperease in

emphasis being place on tourisn dzvelopmant in the araa.

Interest Rates & Liguidiev

The intarest rates offered for savings depnsits showed Litstle =ovecent

during the year and continued to range between 2.5% and 5%. With respees

‘ta time deposits however, there was some noticeable uypward mavement as

loanable funds becace scarce. The level of timé deposits rates as indicater
by the six-month racs ranged between 3% and B.5%. Banks in 5t. Lucia and
Antiguz tended to offer rates at the higher znd of the range, and was

indicative of the ralative scarcity of bank funds in the two countries.

Overall, the banking system became slightly mare Liguid during the
year under review. The liquid assats to total assats ratlo increased 1.0

percentage point$ fo 16.5% while the' loans to deposits ratio fell 1.§

percentage points to 81.8% ac the ond of June 19B83.




