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”hc Eh1bnce oE ﬁﬂjncnt is Q'clba;'féfleptién 6f-thé-struqturc
of'?hé;gconogf Qﬁd thc’nqturc of thc'rqlatiqhéhipéﬁﬁiﬁhfptheﬁréountxigs;
—In{£h¢ cdsé éf éﬁmmdﬁﬂéalth Cq;ibbean Countrics, the_baiéhCQ'of5péymént5{

-[byfitsqif, iilust:ﬁtés the,significaﬁcc'of £hg tradiﬁidnal,séctoxs in ﬁhe;
;’:p;oductiéﬁ gt:ucﬁurc, tﬁé import'spbsfitutiéh'ﬁigs ahdrbr'thé'unéef- )
éovclopmépt,él tHe 1ndu t"Lal chtdr;*the_heaQy:rcliancc én'fproign |

ésSistancq ahd theo significance of. foreign cymexrzhip within the cc Gnony.

|y]

?f fc oanL Lwﬁcr-thp'balnnéc of-paymcﬁt ';éﬁréqcﬁts,5r¢on3traint:én
Coucsiic cccnoru.c f}_:b],icic.‘_'-i-. _Thié C_aﬁ nc 7;cle;iijl_j-[- 'dé;ﬁ-.onﬁr‘;lr‘aftgd'fon tha
-,basi;'of'thg préfo:ltlon-tﬁét,in aﬁ éconamyscﬁ#radtérised'5y rigidit§
- of the gt cture 51 PICGLCLlOP and in UhiqﬁJthcrcapit al cocds graauqinji
chtbr is‘of,-1no¥-°Lgﬁ1f1c5nce, tno uppox ll&ltrto Lhc growih of OULDu' V
is—set by the QVﬁLliﬁllltv of 501e¢gn Lxchan"ﬂ7' 1This7propo5itibn 1ins
thérgrbhth of butput to'thc'ievél ahd r@tc'oi.can1t7+ chmation'wﬁich-ié
1argcly éefc_ulnod by Lbereoononw ab11 yrﬁo imp?r? capital gdcﬁs;f'
In_thc ':lirght of the rel_a-‘trionshlp'bc-tw_,-}qcn 't_hé baJ_'af,ceio;‘;"
'payﬁcﬁté;_ﬁbmé#tibrecopémic—pdiiéies,%the ccéndmic;xélqtiohships afi;ing'
;ﬁt:;frihtckﬁéﬁigﬁai cconbmici;ofopciation-ahd'cqﬁpé£ition,'§nﬂ the
struct L;D oL the cconéhl, prob10ﬁ57*c1huiﬁg to tHc.balancc of paynents
CQula bc'a rgflecticﬁ Qf the failufe:of'dbmoStic écon@mic policiés to;
so adjﬁ"t thc-lcvel and "tru0uu X} of gﬁpnly oﬁ the_oné_'habdf ahﬂ the
,lévlennd vﬁfu*Lu£c of 1Om2ﬁd70n-th070thﬁr handfdp tquch.thé,éizo and
ccapcsitionr§£tim§9r£s aitxﬂe :efldctionrof déﬁébdrwhich;rgiven éqrtain'
. \ . .- - - 7 ; - a - . )

tochnologlcal con""alnud, cannot be net from,lbcal SCUXCes.
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: Thc pLoblen nlqht alﬁo bc a reflection of “the failure of ddémestic policies.
" to so changc the structurc‘of thé cconcmy as to moke it impossible ox
dlLflCult for “the ‘yolations hip between thc'domcstic,QCGany and_ihc rest
, renclor nelective T o '

of the uorld to negage. QCﬂcstlc cconomlc policies wnlch are formulated

on:tho basis of the_aSSumption'thqt the local authoritics have ‘full

caontrol over policy férnulatign'and:policyVimlementation. :

The fact is that if problenms relating_tojthé'halance of bayﬁgnts; i

Gin_Cq¥ibbéqn écqﬁomicg can be ideﬁtifiedias'hqving khcir_grigin in the
tyfe of fciaﬁiohshi?s‘wﬁi?h gﬁisﬁ béﬁwQGnifﬁe doﬁéé#iq'gconomics ahd the
mctiopdlifdnreéoﬁomieé, éﬁén tﬁé polic} éfcécriptiohs nrc oﬁvi@usiy_ﬁuiﬁc e
,dliferent from Lho e whlch would bc apnroprlate in a-éltﬁatlon wvhere tho
problcms havo thclrroriéin in those scctors-andrlnfthq typesrof relaflonships
¢_w1th1n thé local economy ovef which thc au norltles have Lull-conurol  ?”

-Thls papeL sccks to anuljsﬁ brlcfly thc nauurerana-o tcnt ‘of %hé_,
,baiancé of paymcnts-ﬁrobICm powrfacéa by Caribboan~cconppies to id¢ntify
j;anafévaiﬁatg the cﬁrr@nﬁ-policies which ﬁavé-bpéh formulﬁtéd:for:deaiingrw
withrﬁhcm-ﬁnd t§ bqtiinc,ﬁﬂorg-pbésiblé, dlgcgnﬁti;o'ﬁoliciéé:an& strafdgicé.
?he]ﬁhper-is dividéd;iﬁﬁg*fh:ee pdrﬁs;gr‘Tn the Fix st part, the problems are
_ah?;ysed;'7 Part II ééals with éurréht'pélicieéf Wh;larPaxt IIIrdeals w1th"
_aitgrnétive policies. . | | | .
| ',Tﬁe éﬁrucﬁéﬁe;?f,ihe'paper ahd'fhercxtenf ofltﬁé_analysis éf-CdEh
'iqpqstion_ihveétigatéd,i§ sub;tantiéiiyréiréumgcribeajgy-thé:a§§ila5ility,ofi
:ﬁéfa.:"1t i§:régteéﬁéﬂ”fﬁat"a:numﬁe; 6f7issueslhave'hoiibéén fully cﬁplé?éd'
in'ﬁﬂéntitative £erﬁs initﬁié éapor and héve coéc—in for'merérmention

B

largely as a consoqucnce of thc fact that the approprlate daua are not

avallable.
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He point cut a}so:that'dﬁté avﬁilabilityrhas_aisoicdmpollcd us o basq-oﬁr"

_analysis and conclusions for the rogion as a vhole on a linited range of
“data relating to the indcependent cormonvealth Caribbean Countries oxcept -

‘Grenada. Ve arc confident; however, that the problens and issues isslated

[

in relation to the 11.D.C.'s cxist to an cven greater. extent in the case ©

the L:D.C.'s,  wo feel, therefoxé, tlhint a groat’ééal offdaﬁago,has hpt

beén donc by hasing our onalysis, findings and reCommohdﬁtions,bh'data,

relation to four countries.

PART I
PHE PRODLEL

There are-two appr¢achcs to an analysis of bal_nco of. naYﬁCnbﬂ

diseguilibrium. Thé'fiISt abproach is bnsed very al?bly upon an analyplu'

- of movenents in notrfqroignrexchango rescrves, In'this approach} one SlﬂplY'

1

establishes tho “trend in net foreigh gxcohange resexves and theon go on to

indicate or analyse the main factors vhich operate upon the trend identificed.

-InfthO'sccond apgréach;-the analysis is based upon the relationship botwoen

(1)

net national lﬂport'c“DaCl“Y and total imports, = Since the import itensity

- of export pxcductioh iS-takcn-into,account'in the definition of nct,nationa]_

imPth capacity, tho latt¢r approach has a at“ong stvucLu ral blaS and ;s o

bc.prefcrréd to‘thg fbrmef. " In this papor, tho pioblém is cxamined on the

ba51v of both apgroachca. d

MET FOREIGN n:;cmmen POST TTOM /

ha a,gcncrdl-rule, a-dccline in-nct foréign oﬁchange rosorves ¢

the countryr' holdlngu of L0lc1gn oxchan go rcaervo,'l én'inﬁiéatOr of t

,fact that the chnmmy,has bbught abrqad‘mopérthat_it-haé_sold abroad an

,inbalanCQ is flnanccd fron tho count ry s holclnga of forclgn cxchangae.’

{1) ot Mational anoft capacity is dcfiﬁed a'—*he value o; herchand*
cuPGItQ,C@lus cxports of uxvxcoa, plus not copital 1nLlowg, nln
l“DOlts/lntcrnedluto good* urcd in the o Dor“ sectors
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" It is generally agreed that a presistent declire in a country's foreign

r

1Exéhéngérieservés'c&nstiﬁﬁteéra danger signal._ 1n-this Section Of:?he;:
_nger;-we-cﬁamiﬁcfﬁrebdé in'thé_net foieigﬁ;excﬂ;ng§~rcSQtﬁeg offﬁagaieé{
' 2rinidad and iébqgo,,naibados* @nd;Ggyahérduriﬁéjthé pasiod 197041953::_7_”
FABLE I
?_'?hhngesrin ﬁct Fog?ign Excﬁahge cherycg

ECSrmn.

1970 b e | 1972

Trinidad & Tebago. iflJ.B EERRE s DY A L 6.3
Barbados - .- | 0.6 4 .92 YT lio.2

Jamaica | . |=40.0 - -82i5 | 498,9  ~

iw)tiﬁcredsc'
(?) pcc;easc
B Jamai.ca
- tJ@maiéa'é net fo;ﬁigﬁ exéhapge re%crveé-dcélined by-EC$127.5m f 
;,-agrihérthe péfiqa:l97lj£o 19f3._ -This fgéndjpomﬁq:e51§e:y ﬁpfaﬁourabl§r
with'thatrrélatihé £o'tﬁe 19704197;fp¢£idd. _is ﬁiilrbe séep Erom Table T -
netfforeignie%cﬁﬁngéfxesc?st”inq%cased-siénificaptiy in i970ﬁaﬁd qjqi&rr--
*in 1971. jmhe»aaclipe;ih,regagvcgjin Jamaica-ié}aﬁtgibﬁtab1é to-£our main
QECtoré:' | |
(i)-thc répia ihcreaselin mérchaﬁdisg impo;£é;' :)'
(1i):tbcﬁfé1§£ive;y sloﬁ'giéwfh'in-mérchan&isc_;nd:
_sctﬁicésréﬁporﬁs;l'
:(iiijrﬁhe'décline iﬁ not capital:infloﬁs;:énd

i(iv) somc outflow cf'privatcrcapifal.i”‘ S
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Jamaica's balance of visible trade increased from EC$202.7m -

in 1970 to BC5275a in 1972 and EC$366.4m in 1973. This growth in the’
defiéit'is lafgély thb'resuit of a widé'differpntidl_betgcen-thc,rate'of'

-grouth of 1nportﬁ and thc laLo of g owth of o“ports.

Janaﬁca =4 VlSlblO lFDOLtS lncraaacd fron EC?SEO 6m in 1970

to EC$ 1178 2R 1n 1973 ,,This'represenis anrinCreaso:in immorts cf'EC$327;Gﬁ

or an annual avcraac 1ncrca e of rc109 21, The increase in imports

du;ihg thi; period wgsrsubstantlally influcn¢éd'by the imports of

- gonsuner. goods especinlly food and motor vehicles and raw materials. &

"h¥f—??"‘

Tuports ofrpcﬁrolcum éﬁd pctrdléum producﬁsﬁﬁlso ihcfeaséd:shafply;
Pricc-inb;caSeé ﬁcré 1"povtant in Lhe grcwth in the vﬁlue of imports
whichftéok-pl;cé}aufing the_period undcrz;eviewe :

(ucrchanéisé exporfs'on-thg'bthcf haﬁd grgw;at:a relqtivé}y

slow- rate. -Thcrc waé an average annual increcase in the value of exports

‘of $54,.6m-or 25 3 duVlng chc period under fe@iow. " This incrcaséiin'
~ the Valuc of'quorts lg largcly atirlbutablc to nauxlte and hluﬂlnu.

An-impor ant p01nt Lo note s that during:thc poriod 1Q68—1972,7thc,

volunc of c;ports oi most Lvadltlonal 1tcnd hau showq ﬁlgnlrlcanu
decroaSes,
The trend relating to the sexrvices account was also unfavourable.

During the pofi¢6;1970—1973.thc deficit on scrvi;és'account“incroaécd

'frbﬁ,$l2?,7m to $194.1m ox at an'annual-QVG;ag¢:;até ofrl7s3“} The groﬁth

in the defiéiﬁrénlsdéﬁiCcs abcéunt wag larggiyriﬁfiucpéedjﬁy the

Ielatlvolj slow annaal grow{h éL ea nlngs fron Lourlén and thc.drama£1c

incroases 1n 1nvéqtnent 1nconc payncnts. ,Thcserpgymcntsrincyeascd from
216m in 1970 to/§§i7 Qn in- 197d. 'Tﬁeigrdbth-iﬁ paymbnts xelating ta

thls lteh is quto clearly rewlectlon of Lhc dom1nance of forclgn cap1+al



- the deficit on thc seorvices account is duc also, although to a far

. exchange reserves duriﬁgrthe-be:iod,'declinéd.;

6.

“within the cconomy and in particular the -significance of foreign capital

“in the bauxite and alumina industry within the cconcmy. . The increase in

"less significant extent, to the. increase in foreign travel by Jamalcans. .

"~ The - oxtent to which capital inflows does play a significant. .

part in-the trends in nct foreoign exchange rescries in Jamaica can be

clearly illustrated on"thcjbasis of the data,for:thc'period 1971 or

-1970~1973._,'Hdtrforcign-capitgl inflbhs deciincd from a peak of -

EC$364m in 1971 to EC$255m in 1972. At the same time, net Foreign.

oxchange reserves declined from EC$217,5m in 1970 o EC$201.4nm in 1972.

‘In 1973,_hOWQ§ér,-nct capital inflows Iincreased hy $18l.4m over 19721,

“At the saﬁo—time; not foroiqn'oxchange,rcscrvés declined by $59.7m.

With :égafdrto éapi;aifoutfibﬁs} iﬁ, has'nqt_bdon §oésiblo torquaﬁtixy
this;té any prpeisc ezteht.

Thc £r§ﬁd'which‘cmcrgq§} éhercforu,'is'ohcjin Ghigh ?ﬁerratc;qf
inchase in th¢ défigiﬁ:gn mcrchaﬁdisc,qnd,séxﬁiﬁ¢é égtounts"accoloratcd;r
Atlﬁhc Samé ﬁiﬁé; capifdi'infioﬁs; thc:ﬁd%h_detcfﬁiﬁﬁnfiof_thc net'fdfpign
Trinidﬁd - and 'i‘obagd"

: The bélqnco of trade déficiﬁ‘gf Triﬁiééd ﬁhﬂ_TQbago rﬁéc-from

EC$77.5% in 1970 to EC$302.3nm in 1972 a percentage increase of over 207%. .

This growth in the balance of trade deficit is_attribﬁtdblo to approximatcly-

© the same factors which influenced trends in Jamaica's balance of trade.
The value of -imports grew at a rmch more significant rate than the value

:bf"eprrth- SN
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7.

- In the case of Trinidad, werchandise imports increcased by

© $363m or at:an'anual;aVCIagc rate of 16.7: during”ﬁhcrperiod,1970~1972,i

Visible .cxports, on the other .hand, increased by $137.3n or at an annual

average ratc of 6.6+ The doficit. on' services account, howover, declined

from $59.3n in 1970 to less than ECSlm in 1972.°  Available data do not

.- permit an in depth analysis or an explanation of the movements in the

.
-

balance on scrvices account. Vet capital movements declined during the

period 1971-1972 énd,this'was accompanicd_beé decline in ncﬁrfpreign'-

~ ‘exchange roserves during the period.

The pattern obscrved in respect of Trinidad and Tobago is not

" “unlile that which is outlined above in respect of Jamaica:

(a)

a rapidly-rising balance of trade deficit duc

largely to substantial disequilibrium between the

. rate of growth of imports and the rate of growth

)

-is a raflection of the slow growth:ox

. of vigible exports. The bulk of the increasc

in imports was largely a rcflection of rapidly.

éscaldting import. prices at source as well as
increasing volume of imports, particularly, of raw
" materials and food stuffs. The rclatively slow

‘growth in merchandisc cxmorts on the other hand,

in some cases,

“the decline in primary export preduction and the
relatively slow growth in cxzport industrial production;:
~a continuous. deficit on scrvices account due laxrgely

t@rthc rapid growth in payﬁ@nts in regpect of

. investment income and the slow growth in exports

~of services.
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" In so far as net foreign cuchange reserves increased, this

' inercase was largely a roflection of the increasc in capital inflows,

o Darbadog_

In the case of phubados -, the bclancc of paynents tuend

during the poriod under review was ovan more unsaticfactory. Overl_.

70% of total visibic cuport carnings come from sugar.  Sugar production,

on the other hand, has been declining at a relatively rapid rate since

b the last three or. four yearg.  This, coupled with a mazked increase in

-k

|

1
i

*.

ey

"~ the balance ‘on scrvices account increesed from ECS$79.6m to EC3109.2m.

¢the rate of -growch of inports led to a significant widening of the. trade-

ap especially during the period 1970-1972.
1% 32 - g -
Morchandise exports -declined From $61.

approximatcly_$§0ﬁ in71972. - Visible imgorté on’

| increased from $235m in 1970 to $268m in 1972, -

' incicascd from $155.9:m in 1970 to $197.4m in 1972

o

‘ .

,r

PR Y

;. the pexiod 1970 o 1972.. Thexc wis, howevar, a

Sm in 1970 to
the othor hand,
The trade deficit-

. An important point to ncta in the casc. of Darbados.is that

during the period under roview, the balance of paymonts position. was

suﬁstantially ihflﬁeﬁcéd by trends in tho sexvige

partiéular; by the growth in tourism. Duriné th

" 'The pattern of movenent aha.ﬁhe:r

s account and_in
o pericd 1970-1972, .
ya

olc of capital inflows has -

‘been similar to that obsexved in the cases ef Jamalca and Trinidad and

Tobago. - . . . o
Guyona-

Guyoana recoxded a surpius on vigible
thrdughout}tﬁq period, with payments in the £oxm'

the largest single component .of this account,

trade. account during

Qeficit on services account

of investment incone as
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of - 7 éignifiCahcc is the .fact that the -balance on current

aécount declinad from EC$35.5m in l979’to EQ$1G.GU iﬁ:1972.-  Capiﬁal_

]
)

infldw§; on tﬁe oﬁhof ha&d;'inéréas;derom'#&32.sziﬁil970 to EC$37;2m_
1;5:1575;7;,At.thé_samor£ime,,a ddc;iningrtrcgd gn:ﬂcf'fbréign éxchangé
- roéefv@s,éf_tﬁqunﬁiod 1963 £§119?0_wasrrgvéfspdiaﬁfing %hc périoa
| 1_9_71 and ,19_712Q' | . 7 .
| Thé-da£a révcalJthﬁt there Qaé a_mark;d Eiffercnce_botwééﬁ ﬁth

fﬁiOnG_in”fhc'baiance:of pgymentsrppsition of Gﬁyanq and the fcsﬁ;of.théf
Cbmmonwgaiﬁh,Cariﬁbgqnrdﬁring the iQ?O—?Z'pefioa.ri,THCIciw;s'a net
incr9q56 iﬁ.ﬁéﬁéigﬁ3cxchdnge reSQ;QQS-inrthé férngr-uhilé thc 1attér:
S - had a pgréistent qcclinérin,rgscrﬁcs;:'Zif ;hoqlﬂ.§é ncfcﬂ,;hoﬁ6§cr,"
that'ﬁotwifhstahding*thc favgu;ablé't;ond in_Gﬁy;ﬁan rqsdfves,thesé
rqéér?cs reDreSentéd'thé éﬁuivalenttdf éppréxiﬁﬁteifrﬁﬁézmopths imécrts
of g§ods aﬁd:scrviccsrin-1972;r-_Tﬁis israpéut fﬁbrménéhs ies;_tﬁan thqt;
whiéh is ébnéidcfbd to be a recasonably safe positicn byiintérﬁétibnal
sﬁﬁhdards.'_anhaiéa'was;in-thc samc positidn in71572. -_It Eaﬁ be
_ c§ncluded; thdxoféro, thqt the Guyaﬁa‘s!bglanﬁc—cf.édyncnts position was- .-
as pfécérious as éhat of the rost of tﬁg CommonWQa-Eh'Caribbcan, in,épitd?
/. of thc.fae%'tﬁat:hcr.fOrcignfcxthﬁngc rosorves iﬁéfeaﬁcd'dﬁring_the pcri0ﬂ, _
N hs-wéérindiqatcd'At the éutsct.of.thisrgapcr,ﬁah alternative . .

approach to analyéingztrcnds_in_ﬁhc balance of payments positicn of the

'rrcqion; is foJQHaﬁinb”tECﬁdsj%n-natiohalﬂinport'éagadiﬁy ihirélétion ‘o

pf :Vthc vglﬁc pirﬁoﬁqltimpérﬁs; |

VjaﬁaiCa‘$ ﬁcﬁ-national iﬁpogt cabdéity'aé cufrdﬁt'prices.iﬁcréasc&
L ffom approﬁingtélf;ﬁé$1429m'in-1971 to ﬁC$iQQOm:in-i§7é; ;Tﬁis'rcproépgté-

‘an annual average increéase of EC5185,5m or 15%.

[
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=4 1n Jamaica  is Fegaxded- as representative of the xegional- position and:

" underscores the main underlying cause for the deficit on current account

.. -ag vell as the decline in net foreign exchange rescrves observed above.

-.“The factors vwhich-account for the rclatively slow growth of import capacity

aﬁd“tﬁ¢ rdpid_éféwth of'imbo?fs woréféxaﬁiﬁod_iﬁ'ﬁhﬁ,trbatﬁépé oiiﬁronﬁs

in nct quoigﬁ\éxchaﬁgé_réégfvéé; | 7

guriflmi AGGRAVATIOI# or FHE ﬁni.A‘;iCE 01_-"_' 'ﬁAYi-ﬁsm‘s Péé_lTIOt-] IH 19773' .

i ,'i o Thé:dafalusqdfiﬁ an&iysihg thq'bqlahccrof paymépﬁé,pésitiphipf fho
afpur'indcpéﬁd¢h£ térfitoriéé.of th region vere in-thé ﬁdinﬁfclqtgdrto Ehp"x

Vr,periﬁa 197041972.-_ Tﬁ¢ §§inﬁ-shoﬁld'b9,sfréé;cék hdveﬁéi;,thatrsincc_l973

thexé'waérén dﬁgravatioh of the balancg of ﬁaﬁﬁéntsrppﬁition'of_£ﬁosa

s

territories duc fubstantially to significant inereasces in the prices of-

Va'widc rdngp o£ imp§rtdn£VraﬁVmatcfiﬁls_and'inté&mo&iate;products gﬁrﬁCll
_as conéumer-gooaé.' “Thc}incxeaSe'in-tho price focrudé éi;-ha@_thc'
;,jfod£03ﬁ_impﬁct,§n Eﬁg'ﬁqiaﬁco of bayﬁénts_pbsitioh qf the]ﬁerri%driqs'of the
1 region, 7'Whiie itéhﬁngﬁd.thc_béldncé dfﬁt:qdc inffiﬁidad_éng Tébago fromr
:aidoficitrforé éurpiu§-posiﬁi6n-it plqgcdrﬁhé'rcét oﬁ-the_fcgion"in an gven
,m@ré,prqbarioqé ba%apce-Of,ﬁiadc andfpagmcnts position;
In'fhércaSé éf'Jamaica,.tﬁeﬂincrcéséiiﬁ;fﬁc price.of éil Will_-

on3the_assuﬁption'that,thCro—is no growkth in cqurt-carnihgs,radd to hoxr

i balance of trade deficit by some EC$159.1m in 1974.  In the case of Daxbados,
the change in the deficit estimated on the same. basis will be an increase in’
;thc-bqlance of Qayments'defibit of some $30m in 1974,  The increase in

of the Caribbean finds itself. in vory much the same position as Jamaica, .

- Barbados and. Guyana.

- Guyana's balance of trade deficit will be of the oxder of S0$46.5m. The xost
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--wide range of food itcems and raw materials,  These increases an

The balance 6f paywents position of Commonwealth Carilbbean

" countries was scvercly aggravated in 1973 and will be significantly

‘affccted in 1974 rot only by the increase in the prices of petroleum and

petroleun products; but by the significant increases in the prices of a

a1}

thcir

- effects demonstxate the cxtent of the depéndence of the region én the

imports of cssential foods and raw materials from thirxd countries and the
stont to which pelicy changes in the metropolitan countries have direct

and far raaching-offects on regional economies and in particular, the

‘balance of payments position of these territories. ~ It is because the ..

impqrts affected in this way, fall in the categodry of competitive imports,

that is, imports that can be economically produced within the region,.that

-the conclusion is drawn below that an imporitant stwzategy -for dealing

‘with the current balance of payments problem of the region must ontail the

ﬁypo'of,policy'changcszwhichican lead to a re—structUring of the

b4

relationship between regional economies and third countries as well as a

. .re-structuring of regional ‘economics themselves,

,'Tﬁo rmagnitude of the incroases iﬁ;ﬁhd-pziccé oﬁ'imporbed”fq¢d

- products and xaw materials and the efifect of these increases on the

bdlqngc'of trado-dnd'payménts pogifién.of thcircgioﬁ can be illustrated

~ on thc=bd§is of data teidting to thoijaﬁaican-economy:=’

(i)ﬁ Iglﬁid—1972_the price of vheat was EC$153.8m (c.i.f£.)
per metric ton. Dy the ond Qf:1972,:i£-was‘.'
rincrcaSQd to-EC$ﬁ73;4h pcr'mctricrtoﬁ;fana the

currcent price is EC$§95.4m_por-mct;ic'ton; This

o ' '  B is - an increase of over 200 per ¢ent b@twédn 1970 and

1_973.’ -

B R e LU S0 SO U
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13. .
(ii) The price of soya ﬁca; {; lQ?ﬁlwas_ECéé20;7 pcf Edn;
-By'Déécnber=1973,-tﬁo,ﬁfico_iﬁc?oésed ta EC$977;3:pcr:_
ton; aha,inéfeésc of 6§cr-4607pcrréent._' |
'(iii) In the &asc of coxn; ﬁhc price r't;,ood at appvoﬂlnatclf
77";EC$104.57pc; ton-in 1972, Ey the ‘end Qf 1973 it hqdr_
'Viﬁcroascd t07$C$3é2§cr’ton ~ ;n-iﬁcxbésc of ovéé 300;
'éér ccnt ., ;-7 N Lflk
: : T . i T L
© (dv) In Fobrudxy 19?2, bulk rice from_qugané'was533$z3 perf_
. 180 ié,;b;g'(c‘ifé.d; aﬁ pocgmbqr l973;'it-inc#easca.
}fé ﬁé$44:? pé;rﬁon, an,incréasd,pfiaﬁﬁiéﬁimatciy 100 -
édf_ébnt; -3t should be_noﬁ?d#hbwevé&,' ﬁatjthe‘pricc:ir
'r-dfrricc,impqrtoé,from;U}é-A;_soﬁ;éeé'iﬁéroascd'at a
,-/ﬁ, ' ﬁuéhréqsfcr r;tc thanrthaf oﬁ_fiéc'importdd £xom

£

L
-

(v) -In Juhe 1971, mil}: solids ‘was bought at EC$661.4 por

B .10ng ton (c i,f. ). This ihctéaSQ-ﬁé.EC$1200.3 pér

llong ton (e i.T. } Dj tho end - of 1973 and ht prCSQnt,—

' therpr;cc,ls approxlmatclyrEC$l795 pex 1ong ton -

— 7- ':'_ - -qn iricrease of aﬁpr@xiﬁately 175 pc;rqcht'betwccnrJﬁne
197'1"@a'cranua:y,' 197«;.'"".'

-i s ovpected that uhilc thQVPIICCJ of - Lhcnltcﬂs 1lstcd above
?iilrﬁétrincrcasola raoldly in- 197/ aa thcy dl& durlng 1973 and 1972,
tﬁororwili-; hoﬁoﬁer; bo scmc lncrcaSQ in théso prlcos-and in any casc,i

 the 1ncreaqé; uhlcﬁ toohrplacc durlng thc lavt-tWQ-vcaéu afc such thcy o
~,  they w111 havc a 51gn1£1cantly ad&crso-clfec+ on thc bnlanco of paymcnta.

,//.po 1tlon of lcglonal cconomics ln 1974, N

e T



- 1.

T IE séem_CIéar,zthcrqﬁoro{ thqtrthe wch,b;;an¢e_of éaypchtsf
-poéitichrofitﬁc rcgiénhl-cc§nomics’whigh-has béénﬁidcntificd iﬂ';esééct’
.ofréhé périod'ﬁprté:iB??-has{béén sigﬁificantlyiwoxspﬂod'by:chgngos-

_in thc*éficcSEOf_drﬁiddjréﬁgb_df éésénti&l'iméﬁrts—inclﬁding oii.i,
;éaribﬁeah Cémﬁohﬁcﬁlth ccpnomiﬁs?cx?ludingfTriﬁiddd ana,Tohago-gro hcwcvo;
: tfulyrin'tﬁo miﬁéi:bf a;séféfc éalqhéé'qf'payﬁcﬂts-érébloﬁ;

Tt can be concluded, therefore that the continuous deteorioration

in the balance of paymonts positien of Commonwealth Caribbean territories

is due laxrgely to:

(a) gluggiéizgrowth:in visibio oxports duc largely to

?T . T o  :;_;  irﬁré§Cliﬁg in the produc#iQn-df_gériéﬁlturqi oxports and'thq
L ;;_, élqw‘growﬁh of induétﬁialrp:oﬂﬁééion for-expoxt.
. ': fh§.éluggi?throﬁth-§f_prorﬁ-wa;;aiso dué'to tﬁo”'
',.rélati?cly-slow growéh-ip tﬁe ﬁtiéﬁs of most primary
- :eﬁpdrﬁs;_ o -,-:’}Vf-5
- :_f'- l: -;"_ : {b) Vrapidrincréﬁsqs in iﬁporﬁé:cépﬁéially qf xawtmﬁt@rials 

‘and consurer goods fue both to an increase -in the
volume of imports and a rapid increase in the prices

-of importe;
(¢) & steady, and in some cases, a rapid increaso in tho -
deficit on ‘'services account due to the relatively
’_sldw growth of carnings from tourism glnez 1970 and.
. 7-.7’ N ) N ) - - . . R ) ) . ) -
/ the significant growth in payvments in respeet of

N\ investment incomes +a trend which is substantially

~dictated by the fact thnt thorc_is'Significant'_'-
‘Foreign eapital participation in regional cconomies;



(d}f'thc significant ingreasés, 1 Lly, in tho price
'df-ciude'oil in thc lﬂtter parb OL 1973 as well
as the massive incfcascs in tho.priccs of grain ahdr

i

other important row materials and: food-stuffs during

T 1973

“{e) a fall in capital inflows or an increasc in éqpitalrr

outflows or hoth;

(£) over valuation of the currencies of the xregion,

(this factor has so far not been analysed)

PART TI

' CURRENT POLICIES FOR DEALING WITH DATIANCE OF PAYIENTS PRODLEL -

I£ édnnéf’b§'3aid-éﬁ'thi¢ éﬁﬁgc that gled?'cut regional policies
forrﬂéaling witﬁ the 5alanéc of payménté éroblém-éné1§s§d a5ovd have
,Ecpn-cbﬁpietclyiEOrmuihﬁcd,_ ';hcrc, aro, howcvcf, 5 nﬁmbar of proposals
-7undof;dis§g53ionr— prqpésals vhich could'bé dfdwn_toggth@r into a
-mganingful rcgi5naiVpdékﬁgc.“ Soné O"H*hcso Dngo alé will be discus cd
'_igithié scctiénlbfrﬁﬁc'Papcr, ’ Thcrc u111 bo d;scu;scﬂ, algo the arcas
6f ﬁg?oomont:ﬁhich:have;so-fdr:emergcd';t thc régiopplglpvcl,
_;hc discus iohrof-cﬁrfont ﬁolicicé;ﬁanfé&ifé;ﬁppropriatély
gommehce with,arbxicf_rcvicﬁ oxr Sﬁmma£§ of ﬁhcrpoliqyrmc;sgrcs within
:'inéividgél tefriﬁoriés; Vns iﬁ!tho cﬁsc of thé-épéi?éis of tho pxoblém,
_Ehergﬁamin Llon of cquent pOllC‘O" will be lQStllC ed to tijo ibﬁf'q.ﬁ,c;'s

The basic components of thé strutegy which”has becn adoptgd

ﬂby Lhc c tOrrltOllQa are o changc control,quantltatlvc 1nnort Lestrictions:

~ . -

' and in some caqcs hlghcr import Qutics; crodit coﬁtrol, othor neasures

aiﬁbd at containing'tho dcmand for consumer goods, the revision of prices

relating to sugar, bananas and bauxite end measures the objective of which -



.‘ ‘,‘I

. inport policyriclating{tb these itoms very cloédly to-thc objc¢tive
of ensuiing thHat thore is maxinum u iliéﬁﬁion of . hc chstlng stock'

L ofjcapitalﬁ;zrlt should beaébscrvod, however, thﬁt.thc rangc bf.ﬂata A

- 16,

is the cxpansion of domestic production.

. Doth Jamaica- and Guyana have rcsértcd_tOVQUantitative

restriction dh_a'widéﬁrango'éf consuner inports. JOLh torritories

havao- placcd all lnporta unacl spoc1flc 1mport llCCDCQ. Doth tc1:1L rie

;hhvc pthlblth thn _mportatlon of a long list of;conndmor itbms,rr_hll

1nporxa are pluced undcr specific. 1lcenccq on the bag*g that fo:cign

xchaﬁgb'allOCQtions to impO;ts can'bo-detoxnipbd uLllctly on thc bavls

of the. relative-impoxtance of cach category of imports. . Thus savera
restrictions have been imposecd on lwmzy consumer goods. - In the casc

of capital goods, thc:authority are placcd in a pOsitionfto'lihk the ¢

.

-

regquired to facilitaté,thdriﬁpiqﬁbhtation'of sﬁéhha policy has not yet

been compiled.’  (Data on. capacity utilization, cfe.). -

,,A_bricf survey of policy ﬁcasurcs at the national 1cvcl_shou:
thaf:'
In Jhﬁalca, Lhe Danlk Rato,was incroascd.‘ Thc “rca5u1y bill

rgtc, the commcrcial,b nks sav1ng and denosxt rates as uoll

o

05 -

as prime advance rates were also ihcroascd; In addition, tha

coﬁtrai bank-ﬁsﬁéd-the coﬁmcf&ial_baﬁkFitg iﬁplcﬁ?nt a;
fsélocﬁiyc 1cndipg pdiicyfi Pbrsoﬁﬁl'loans, loans-to_thé
distribgt%oncséctof aSjwéil asfinstaiméht_crcdit were
:fcét?iétéd: 7 Iﬁ addltlon to these mcésureu, thc Dank of '
Jaﬁaicéipi?ccd # ceiliﬁg'on rcdigcounting facilitics_to'

the cpmﬁergial banks, -
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Several exchange control measures were resorted to by the

- - Japaican authoritios:

(a)

®)

- Iimitations were placed on payments abroad in.

7(,7(:).

“(a)

{e)

-Forecign asscbts hold abroad by residents of

- Jawaica had to he. declared and a period specified <

for their repatriation. .

rcspéct-bfigifts. ’.A~cdilingféf J$150 pox

Vrfanﬁuﬁ was csthﬁlishéd;

;Travéi ailéﬁanceg'fﬁr-hoiidqj pu;pbses'wag'
'Substantiélly ioduccé. ‘:Thg rﬁagétioﬁ was
-ﬁronﬁ$560-t9 $550 pq;_ﬁbréon and travel réstriétéd 

. to two trips per annurn.

The sale of foreign exchange in respect of football

~ pools and othex gaﬂblingrpurposcs was prohibited.

Exporters were requested to have the proceeds in

" rospect of cuport snles paid to colmercial banlks

locally - '- -

In-addition,.: “hc measures relating to interest rates, credit

and archange control, restrictions werc imposed or a wide range of

imports especially consumer imports. In the first-place, a celling

, was,pl;céd'onithe total valuc of goods Eo'bc'iﬁpofted during 1974,

-In establishing this ceiling, care was taken to ensure that imports

required for domestic production were- fully accomnodateod.

T Tho measurces laken by Guyana in responsce o the balance of

"\ - payments situation Ffollowed closély_ﬁhoSC‘6utlincd;in rcspecﬁ of Jamaica.

The measures were mainly in the axeas of credit control, cxchange control -
T . : e . _ : : ‘

f-aﬁdithc-physicaifrgstriction 6f'imports.—: It Shoﬁld ba vointed out,
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hoﬁcvcr; Lha 'i ;c;ﬁsréf a £bta1'préﬁibitionrof consvRer imports'
'_hhd restrict 1on onrthc uSCVOL I relogn cﬁchangg*foﬁ'fdxeign travel
-an& paymonts in Iqspbctfﬁf:gifts} tﬁb,mgasures'anﬁﬁﬁﬁbcd by the
-GuyéﬁalGoférﬁﬁcnt wefé:morc far*rdachingfthén ﬁhéée'aﬁnOUnchrby
Jdméica.
i?'éan bé_sqid:£hat:tﬁérrésponszdf thcrjgrﬁaddﬁ Govoﬁﬁmépt

Eofthcrbalqnééfof pafﬁénus problcnrﬁﬁsrbeen{léSs far~rcaqhing,tpdnr-
thoac iwstwtu;eu Ty Janélca and Guyana. ' In f#cfrfhé saﬁéiéould be
said for;thc;:csﬁrofwthé Caribboan; ihis is'borné‘éut byfthg faét
-thaﬁrﬁuch hgé nd£ $o7fér boon—doéc in rcspcct_df,thc-physic;l

restriction on impoxrts.’ The policy of import restriction so far,

is based on the inposition of consumption duties on o fairly wvide

' range of items. It is not clear; however, that the impositicn of

[

cénsumptibﬁlqutios—by'thc-pérbados Govcfnmcht'has_as_itérunde%lyiné
objectifé;“thp.réstrigﬁion 6?-;mp§?t§7 7'Judging:£réﬁfﬁhorty§e 6f ifcms-
'which'hayo bqenitax§d3ahdﬁthe icvél,of ﬁhc du#y,-fhg-céﬁcluéion could be
‘Qrawh that rgvchqc_iiéld Qﬁéiﬁhq m@inr:§bjéctivc.;  '{h. | | |
Thc'éramaﬁic rcvcﬁshl lﬁ trcpd which Thas béen taLLng placé,
iﬁ €hc balaﬁcciofvbayméntg.posiﬁibn 6f T:iﬁidqd aﬁd]Tobago conscquént
on thé increﬁsc,ih:bil.pricéé-her_ih,a poéitibnito reso&ﬁ to:a.puckAQd'
'of measu rcg whlch havo lnflailon and not LhQ balance é; pa"ﬁéntd as
‘fthc rain focqr-;.:__-w | |
wae;éﬁ;,we'¥éisc £ho qudstion as to whcthcf 1ﬂprovencnts|
in thc balancc of pajncnts which hinge éntlrclv on inc ‘oérin'thc
fprlces cf pctroleum and petrolcum prodhbté, mako'it'unncccssary for
} Trlnldad and Tobago to take tho qtcpu rcqul cd to dcal Wluh the baalc
i

probleﬁ of thc balancc of payncntu.' If the balancefof'paymonts positioh
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- oconomy:
B o

and currently these consultations take place. at the level of mectings:
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. is merely @ reflection of the structural imbalances within the cconomies
“of the region a point which has been aigued in this paper, but not’

satisfactorily scottled,, ".ca it can be concluded cven without further -

estomination that improvemonts in the balance of payménts position of

territorics of. the region conscquent on increases in the prices of

primary and -sccondary cxports do not’ remove the. pressing need fox

neasurss to be taken to cffect structural changes within the

- An cxamination of what can be déseribed as the negative -
measures so- far talken-by Commonwealth Caxibbean countries reveals that

8o far, a rcgional balance of payments'stratogy'has npt'yct_cmcrgéd.,*'

In. the field ofinqndtary policy, such an approach -could hardly have

encerged given the institutional francwork which currently onists

for the formulation or determiination of such an approach. - The Caricon

. Agrecerent provides for consultation in the area of monctary policy.

- of regional linisters of Finance and Central Dank Governors. — However,

-none of the L.D.C.'s now has n central bank and Daxbados has only

recently established such an. institution. =2esides; it would scem guite

non~feasible at this point in time for a clearly identifiable regional

- approach to emerge in- the field of monctary policy- simply on the basis:

of consultations involving regienal Hinisgters of Finance and Cenktral

-panlz Governors. - Questions relating to reserve management, paypents cte
.would First have to bo sctiled.

Yo ﬁaintain;that-stcps-shquld how_bd tnkeh towvards cstablishing

the typeo df institﬁfional framcﬂbrk'whicﬁ makcé-a'rcgional'Qpproéch
in tho area of mohp{dry_policy roxre méaningful. ' Ong.such'stcp rq1atc5:
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‘to the,qﬁcstion—of'tBCaCu:rcncy Doard Iaw which-ncw-obtains in the case

" 20,

", of the Leeward and Windward Islands. There is agrecnent at all levels

"\4;- — --'..‘_.‘._--——’ -l .
2
2

“that the time has come for subgtantial revisionz to bho made in thld,

Lav., - The revision shoularbcrsuch as to placd the Lecward and.

Uindward Islands=in' pos lLlOn to UlelaC nonctary policy as a tool

.of'ccanomic_managcment.

“In adai. f1on to chang1ng tne rclaulonghlp which now extists between

"L.D.C.'s Govcfnmcnts’and thc CUfrcncy ECard, aréas,caﬁ nowv bo,isblatedi

,for}treatmeﬁt'on_arregibnal basis_in ordcr to s lgn cantly increase

the political feas lblllLY of cox tmlﬁ typco of DOllClOa. _ Onc such arca.
concexns the trcatment of cgrtain_itcms within thc,éorvices,accopnt"
of the balance of payments.  In analysing the balance of payments

problem now faced by the region, attention was dirccted to the fact

2 T - 3 'l ) V 'S . V - i":o ] ) - -- J - - " - °
:'that'thc gr0w1ng deficit on sorv1cos-account is largely attributable

to thc 51gn1f1can "owth 1n phy ents in rcupcct of anGaLn nL 1ncone.

Tt docs'sccm.thcrcforo the cxisting balance qf paymonts situation'

require fhat Eonn'restriCtions bc imposcd on outflowé ih'rc poct of

"tﬁis.itcmg —,Tt lS rccognlsed that -the @baorcc OL COﬂtrol on such payﬂonts

in all fhe:fqrcigh'exchangc polidy méasurés S0 fax_takcnrby Cﬁribbdanj,'
govexnments is based on the cons 1dcrat10n thaL ln order to ost abllsh and
prescrve thcrright climatc For foreign invcstmchﬁ, thcro ﬁust be an

chce of control on thr 1nvcstncrt income- payncnt” cuc.'

PR e e i

——— 4w

o
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two ycars_in'intornational forums as indicative of éignifiéantjprogrosg in

21,

! 1 is now proposod that control on payments. in- respect of insttment'incomcrbc

rcgardcd as_an importaht olémcntfof rcgional monetary cpopcration,

In SDlLO of the PE ob10ns in.the way of Lhc devclopﬁcn of a rogional

' stfatogy:in the arca-qf Uohetary poliéy,_wc.regard;thc brqad arcas of-agréemqnt"

j4d Lon Ourln thc laat

so far in regional consultations and the common positions

3

rcglonal ﬂonoLary co—oacl Llon. quCOVQI, the:rcccnt initiqtivcs takcn by .

":Trinidaﬂ anﬂ_Tobago_ih the PlOVlalOH of balanch of jﬂnnts sunnort for

Al
PP

CARICOM counLvch Ult“ qcntrcl bankp,anﬁ'thc provision_Of_assistmnce

in thc ‘axea pf-projcc* £inance for othor CARICOH count léf arQVOLhLV 1nporLanL
ﬁéﬁifasta%ions_pf ¥qéionél;monotaxfVcofopcratién;' _Howcvgr,'if rcmainsﬁtrﬁc that
atlogical and bffcctifcifégiénal'monétaﬁy'polichdirdctedj&t}the-cﬁ:rcnﬁ_,
bdlthé-of'pdyﬁqnﬁs-probloﬁ'afﬂthﬁ rcgioh is'YQt ﬁofbd fornﬁlatcd. - We

cbntcnd'that,ﬂuch a po11cy cannot bc LOVﬂula cd U¢Lh1n Lho pr csent rcglonal

inst tuhlon11-framowork. . Thisg dilomma proscnts a special challongo 6 the

: lg?d'RQgibnal Mone?dry_Studies Cbnfercnce;

~=77 - Inport restriction measurcs havc not-bccn'formulatcd and,implcmentcd -

"~ on a regional basis. . So far, thore hau bcgn noe scx 1ous gttcnpt to
- harmonife the list of third'couhtry products which-are-to be rostricted by

- CARICOM counﬁries; N Lhc l¢gnt of the Cormaon Efternal T f# and Common

Protectvvc Pollcy, such -a stcp waulﬂ bo a lcglcal ona, - lhO harnonlr“tlon

of'thc,importfrdstriction,pxogrammc in;thefrcgioh is ju'tliled by Lhe currcnt

~concern with inport substituticn on a regional baéisge he Lcstrlcflon of

a number of products in the import structure on a regional basis would render -

their producticn. on a,loﬂ-unit=¢bst basis far more fcasible.
It will be scen, therefore, that in what can be described ds the sccond

nojor arca - of balanqe-bfipdymcnts policy, the restriction of imports, thexe has
-not boen a rogional approach. - The failure to forrmlate such. an approach.is not.

“n

J.-J.-...‘ ————
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a-regionally cocxrdinated s
urge that stops

Tho plogranre for thc sho"

attributablce o the abscnce of

an 3pronrlatc ins lLutionul_fxpmcwork;

.22,

. .

Since

cry CCUlL be hWChlj bcnc icial to the rcgion; jo/s!

be taken to adcpt such"a'r ﬁ”cgy.*

- 1ndust"1al Lct1v1ulcs hlghllghus an 1noort gubstluut101 bios

“and mcdium term d¢vclcpmcnt of

... The indusirial.

—activitigs'scloctcﬂ for such devélgpmcnt arc:

~and itfhas bounqagrdcd'that an integra

The prounotion of this industry is prodicated
on cxisting and projected regional demand

”tcd

regional plmn is. ILQUI ced for dts dovclon_

nment. TLPDIL DY o"pcct have so fax not been

ahlncd, roLWthrtanmlng thc C“mcrlonce Of

& nurbor of dcvcloping'countrics in success-

Ful cxport dovelopment in this arca of

-manpfécturing."

_(b) Lcathcr and Lca thor Products:

(c)

Cenant s

The plan calls fbr'joint action in the

p101tat101 of 1np01t quL titvtion oppbrtunities

in lcabhor th xoo+woar.f
Thc C}?ah ion of,picduction bﬁ cencht
'cnvisqgésrtﬁc salo of arsigniﬁicant'propoftioﬁ
of output to,+hifd:c§uﬁ££ius, 'But #his
”fosition'wasrarrivod;étilargcly as a
-gonécﬁucnqé-cf'tlc Lact thaL pldnnﬂd naulonal
capaqiﬁy ;as alrcady far—in cxcqssrof chiqnal

rogquirenents. 0.

g owe

R



Sy _ o ,
(a ) Glass; rapex, Fertilizers
and pProcesscd foods: o . ) . R .
R . . 7 industrics is projcctod on the basis

Tho development. of all these

./'

of 1n90?t Fuﬂut ution.
-Uc conLend thgu Lhc concontra 'ién so far on import substluu tion has .

/‘tcndco to dlvcr“ a’ tcntlon from LhO significgpﬁ scepe which must cxist for
- : . . P o ) o
'ﬁiéxport chelopmoht in thc arcas identifiod. It may bc-that'in the  longer
~ {term roglonal lnﬂuonrlal dcvclopncnt COGIATIG Lull‘KLI]\—Will be given to the
L
: _ _ -
!

quc tion o= -cuport p“OPOtlDﬁ. S o L i' f

N

v ? 7 Hth thé gstqbll hnont of a UOLLlng Partg OL of£1c1als on Indthllﬂl

I o 7 ) oD
;'7 Dpyélgpmcqt?qunning andfthe tandlng COﬂﬂlLLQQ of Hmnisters of Industry, we
focl tth-nuch proglcss hhs bcnn nacte in “the dcvclonmcnu oxran appr Lpr1ate
instiﬁﬁtiopal'matriﬁ for trcatihg'with théburﬁing qucstionfof rcgional,
iﬁdﬁétxial Qevelépmgnt;-

v '_Importﬁnt,d¢ciéioqs Wc#cVaisorfakéﬁ‘by-anICOH ﬁini;t ] On,thc¢, 7: ' o
™~ quc stion oF aar;cuitu hljdcvclopﬁont in £hé fogibh. T'Amdﬁé thcsé-deqisions' |
. '}fis that rclatcd'to_thé'prom6£idﬁidf scl@ctéd agricﬁltﬁxai.actiﬁities gn a
3_rcgibﬁal basis_and,thc_¢§£dblishmchﬁrof a fdéiénal insti#ﬁﬁionrfqr thé'
promotién of agricﬁlturai écveloPmcﬁt. fhe main'concpfn Hés been with the

pronotlon of thoqc prc@ucta, Lhc 1ngoxt prlceu ‘of which incxeased dramatigally

gl durlng 1973 hus,_as_ln thc case of thé_short term industrial development
‘programme the najor concern hag been with inport substitution.

In thé?liéhﬁﬂéfjthq féfcgoing, and agéinéé_thé'bq¢kgroﬁnd'of £hq;
f&&rrént'balqncé of paYpents”crisis, we piopcsg thaﬁ'poliC£és diroéteﬂ at'thef.
"iéﬁpansioh_df £§giondl_pfoducﬁioﬁ,sﬁﬁuld_contaih;thé belOWing'§lcmcnts:
(a) a qargiul~scleétion of maﬁufacturing aﬁéivitEQS}for
'pzbnqgiqn-bn;a regional hasis-%'gcgionallyriptcgratod-?1
"ind@éﬁr?éé;_ The_;clccﬁionréhouid'hd bﬁséﬂ on |

dependable’ critexia;

L e LT

1E RS I L i i oy e e e e
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{b) - the. i:-s;ta?)lir:hr.‘.ent of"np}_}.‘:oprrit'\.tc I.j:iclfij.ncr_y_ for the .
"_prombtioﬁ;of sﬁéh_industriééjr
(c) _-thcr_fér-ﬁﬁlr_atiqﬁ of a r'_egi:r.:jnal-ii_iélt;lsi;_xi_al: sfiatdgy
in ﬁhiéh cxgoﬁt dcvcigpmdnt is an.impbrtgnt ‘
coppononf; :
(d) -thc-$yh¢h£oni;§ti§h df_ﬁﬁtidn#i;and #cgiongl" S
inﬁustridl—Qchlopﬁdﬁtrp;oﬁ£amme$ Qﬁté5b5iés ﬁhich o f : : _€
 ;P0rﬁits rapid dqulopmgnt;; e - . o E ;_; TG
 (¢5 'thc‘foﬁulati6n éf loﬁiCaljénd,éffcéti§c p£ogrammcs'§;_' o 7'7 ;
_;produCtiqﬁ and mark¢tin§'— fdrrtﬁbrsﬁgq; and banana E
rinaﬁstxiésrbf7tﬁe rcgiqn on'a-basis;ﬁhich:will'pcrmit S o ;
- : ,'__.-"__7 ,"_:_:' ) / . )
) 7 #uli cxglo}tatloniof_thc opportuniﬁles whichr_ ; LS -
N (;u‘:x:n':c':z'-n:lyi c:::.st,
‘(f)f'régiénél c;llaboratian in researeh iﬁ ﬁhc';fﬁa;df
~ food pr;.-*-occrs'sring on a quib _f;hiéh \_mrruts im_por't 7_
‘ L .',:"_ Aiépldggﬁcnt'apdfoxbéxf'deﬁelopmcnt in'fosﬁc§§rof a
' ‘i\\, i-rrr-widct£ah§c of'fodé-prodﬁcté; |
(Q)' xcgional”doliéboiﬁtioﬁ_in cffor&s:toisegﬁré-tﬁc
establishment of a néah%ngful—prico ggchqpism ﬁor V{t

- primary cuzports, ?
In the cxamination of policies so faxr formulated for dealing with the

currcnt halance of payments crisis, we have socught to identify the regional

cdontent of cach policy mecasurc against the background of a brieZ sketch of the

~advantages which could flow from such an appreach. Our findings axcs: .

{i} in the arca of monctaxy policy, there is sono mcasure

of co-opcration at the regional level.  But whilc

'~ scope” remains for furthexr co-operation, the emisting
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“ingstitutional Framework docs not permit the develop-

ment of a meaningful. regional policy;

(ii) there has been no harmonization in :Qgionaf-terms;of

the inport restriction policy - the most signifiicant

“clonent of the package of policies;

(iii) prddudtiég progrdﬁﬁos'hévdfthdcd fo ovg;gmphdéiéo -
impqﬁﬁ'subsﬁitﬁtion notwithsﬁaﬁdihggthcfrcqqgnie-
| £ion:o£.thc:advantagos f?qm éﬁd qupq for-cxﬁort':
dé&ciopﬁcnt,l ' 7
P;'ll;ﬂ;'-IIIr
| ALTERNATIVE  GTTATEGY
':$heiquc§ticn pf'ar?bgsonablé'aifornafifp'stfgtcg? in xesponse to E
'thc'béldnéc §f;pa§m§n£s'p:oﬁlémjis_vcryVfolévﬁﬁé; Iﬁﬂoerr to okpioxc}tﬁis 7 ii
iquéétion tha mainiclémonts of fhé'cu;roﬁt nétionél,and'rcgional_stratcgids
shéuld be réétatéd,7 ”Théy optail,ioésénfiplly, dttempts_;o cohtro; oxr to
.SlOWVQown £hc"%atc_éfriﬁéfédsé of'déﬁcst?c dcﬁanﬂ for-qonsumer-gébds? tb.
incre@sé;fhériqvéirofdbmesticVSQXiég,_to reducé'thdifd£é of inércdsd:and”
Llovol_of;dcmaﬂd'fbr impqgté within tho'rogioﬁal ééoﬁomy;-to promote cﬁports
'~ and to contxol the outilow of Fforcign exchange. It iz sought to achicve
thcsdidbﬁgdtives maiﬁly ohrthc-basicrdf créd;trcoﬁt#ol, fozeignrcﬁghangc éontrol
'lanﬂ'pHYSical COétKOl 6f impqrés. o ?
_ | Tﬁciimﬁortant missing componcnﬁ of tﬁdrzackdgo is esichange ?até

\“ﬂpgligy.- VWC arggg_thaﬁrin'anyircgionai stfatégf.boncqrnéd with the solution .

"

';°0f-n halance of,paqunts problcm,'thc;Whoic dquestion of -cxchange rate policy,

o e e e iy R

and in particular, devaluation should be cdlosely®cxanined.  Thexe is, however,

a great unwillingness touse devaluation as a strategy for dealing with the

I
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.balance-of bayggnﬁé pﬁoﬁicm Qitﬁihlthg rdgi§n5 ;VThié reluctanée,is bagodf
ﬁpoﬁ thc?fOlléwisg-goﬁéiﬁcration;:

- L  f'- ;(é)" thergffcct Qf_ﬂcValﬁatipn ﬁpon the cogt;dfiivingf-
i; 'f f—'fi' ;'r(bj,VWha£-ﬁqs been idonﬁiﬁied_ésitho:inabilityrof the
i ﬁqjéfity'cf thc'eﬁoo£ﬁ sc¢to;s anid iﬁdﬁstrics to-
3 '?_rcspo#a £0'£hc sfimg;ué providod-ﬁy anraﬂjuétmbnt‘
5 o R S offtﬁé cxéha#gé rﬁté;
B (c)rrtﬁe_#isé in;thq loéal_currdncy'pfiqo Gﬁ'impbﬁtoﬁ
: -inbuﬁs{inﬁbrthc pro@ucihg soétéﬁe ?sggcially -
R ;, - VV ,' m;nufaéiﬁring and'the;;é$ﬁiﬁgnt'ICQQCtion in the
f c@UEefitivcncss_§f éxp§r£ brodﬁ&ﬁéras wgl?ids
: 'impoxt-subétitutcs.  VThe'high inp§¥t:cop£eht of

ﬁosfrrogioha; induStFidl_activitics ﬁaﬁes ﬁﬁo
. T -:;-: ,;- éoﬁép?ﬁ'ﬁith'thig‘un;tion'a particulérly impor—- -

't;nﬁ oné;r | \ o
?-_. S ";a) iéﬁcﬂspcciAI mazkgﬁing.mcchaﬁismfrqig;iﬁg to-such
R I o . irlpquQcté aérsugar,fﬁaﬁands,lbauxiﬁciaﬁd,aluminarr 
| - which‘péévcﬁ£s-thc§c ﬁfodﬁﬁta:f:qm;ﬁcéqring’an
i:';-"_r"_;' r_ii_ :_;ﬂhﬁncoﬁqnt of thgir:compc?itivo:péSiﬁioﬁ

conscquent on devaluation;
{2) - the decrease in the real value of natural resources

s

_ which devaludticn entails;

H
(fj' the’likcly movement of the toxms of trade against ;
. - . . . o ’ B *
tou#isﬁ.
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We contend, however, that a policy'of,dcﬁalﬁation”may'effectiveiy
stimilate and promote cxport.production and encourage import sibsititution
in manufacturing and agricultural activiiies and services. ° In the.
- Vest Indian situation this may be further encouraged by:

(a) The fact that many manufacturing industries operate’

A - - B oo - -
VV!/' -below cabécity_ahd'itris p:oﬁably that thé;c is a: El"
. f:elati?ciy ﬁijh*éﬁdrt run clasticity of suﬁbly of - l
such préﬂucts; "Harcqvcr,;thc'highqr loca}-éutrcncy
’ pﬁidorof'impbtﬁod cépital goods (ﬁacﬁiéeiy and'gg-ipmcnt}
5{ : may 0ffé£;furth§¥;adv§ntagas,;' In'£h§t;itrﬁa§f£Qnd,£q
) -'redugc the hichly inéégro@riate capitél,itcnsity of
: prédﬁcﬁién:inith WéstiIndi§s'~f a chidﬁ Qith_é(ldréc
pool of suzglus léb;uf." '
l? < ,'j'-;fb) iﬁa,léw import contcnt'ofiboth-eﬁpOrﬁ'ﬁna,domcstic

AN _ il - N T A

o -'},; . -agriculture ( oxéépt Lor livestock whiéh dépgnds on

. '.\iﬁpqxtcd aninmal fcﬁﬁf)

'7 :(c) Thé'ﬁiéhificompctitivc ﬁature of'ﬂggﬁflhqién.toﬁrisﬁ'whicﬁf
ﬂakés i@fvcgy_iikciy thaf the nuﬁbérléf Hb?ﬁh Amdfican
tourisﬁs'fo'fhe ﬁgsthﬁdiés}ié liﬁbltho_ihCrcésé as a
rbsult’of_a ;eduction ig tha priée gfja;hpliday.

{d) It_ig uﬁiikcly thﬁt:ﬁhé ﬁezmﬁ Gf-ttadc-&iil-dcterio:atc'
-;E"M'péffly;b chuéé oﬁrtﬁé smaii_amount of W;st ;naiaﬁ
\ '_eﬁﬁbrté_of_a'pa;?iéﬁlaf ;cmmééity ;niiclﬁtioh to votal
-}i E :thﬁofld ;ﬁpﬁxtsiqnd paftlf;bccauScjmanf Wcst-lnéian' |

.-

)

products arxe sold in administered markets:abroad,
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Thé a;gumehﬁ fbr;dqvaih@ﬁicn;asja'ddsirable part ofwéhe:packag0 
regiohql:ppiicies fo::écaiiﬁ§VWith—curxcnﬁlbélancg:ﬁf péymchﬁé ié:b#scd
on ﬁhd n0tiQn:that the éu#rénéiés chaﬁlébg _cbﬁﬁtricg are overﬁhélﬁcd bhoth
'ihrﬁhc_sénsé fhat tﬁé fﬁtc of;cﬁéhﬁnée is a contx : uto yrfactor to chc"

Yalance of 1aynent" n?oaleu and in the ‘scensc Lhat givon the COot/PrC Lt

rablos 1n agllculturo, nwnulacturlng -and toux 1an, tho rchlle s“"UCtuxal

P e .
”

changco and the 2 -cqullcd lDCICg ¢ in cnployncnu are in some - sig ni;;céntrvdy

impgdod by thetfact that:thcfc#dhangé raﬁcs of'thcsg ¢ount£ich rc_ihappropriate.
V ﬁé'iocogniﬁé howevor}-fhﬁé-dcvaiﬁaﬁion bj itéélf'cOulé_do'mQro“Harm

-thﬁn good, Thq.adoption:of“a dcudludfiém Vtr_ Logy ICquIc; thLlCLOIC

fsuqh companion_ﬁolicicé-hé_Priqcs éﬁd Inbgmés, anotary{:Fiséal and policicé

foxr thc_btimul%tion of Doﬁgstié:Préducﬁion; VVP%iéésrdné Incémgé'foliéy'

~ becones an gQén.xgloﬁanﬁrﬁqrq rbiovdnt paxﬁjof thé'?ackagé dfipéliciqs in

view of tho fdct that_rcgidnql cépnomics-are ched;inot,onif,ﬂith'azéevorc

balancé_éf:pﬁyménga:groblen but als 6,q-high rathf_inﬁlqﬁioﬁféndfiﬁcqﬁitaﬁility‘

:_,'in-thc-distllbu zion of real 1nconc.r -incomgdrpoiicy is cccn'éﬂ.having é |

-favourable cffect not oh the éoﬁtxdl of;infiaéion but aiso oﬁ-fhérba}apée-of

_puymehts; 'cnp*oyﬂont 01catlon anc he dlstilbutlon ct roal 1ncomc.

The main eleﬂents Qf:thc'altexﬁativc rcgidnal sﬁratpgy prdposcd by

{(a) Devaluation on a regional basis, © The justification for a
" xegional approach lies in a xccognition of the fact that

the wcrkings_qf'thg,Common Market could be disuufbod iF

- all 1enbol count trics. dld not reg05t Lo cxchanﬁe rea tc"

- adjustment-on a uniform basis}' —Wg_suggest that thcrcfis

"no need. for a once and for all devaluation, = Bxchange

:rqtes could Do aéjusﬁcd,on an annual basis_dépending‘cn
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rtho rélafiyé;rdﬁes 9f,i lgtlon wit hln oonesLic CCDDOﬁlGQ-V
,;ahd:in thc:econoﬁies;of,ou:_main tradin g P“TtnOlu.rr
{b) A p£iCcs-ané'inéémés-policf to'bciformglaﬁgd ?ndrimpléﬁeﬁtod’
-bgrﬁil ﬁe;hor_éoﬁntrios pf'thc-cémmon Harﬁctii;rnggiéﬁql
5cgcporation'Qithltﬁc?¥espcct to Lhio pollcy véuld ucvvc
to cnhanéc thefpbiitiCal feas lb”llty ol Lho pollcy as .
—;wéil aﬁrchsu%é:thg su&ccss—gf_éthc; rogiqnal'balance of .
'Payménté-mcasurcs. 7
 kC) Hodification of the DOllcy of physiéél fcstriétidg'
o;:E: :Ejill Vimp'o-rts ~ ‘a- sf;::_ategyfwhjr.ch J.S currci;m;c,r_:]:_y }pﬁrrsﬁcc;L'

. :, .

by uamalca and Guyana WA h dcvaluatlon, Lhc res trlctlon oF

'importd woﬁld_dépcnd upon'the upward adjustmcnﬁs in pricos
of theso goodu.

"(d) The formulqtion'CE a‘éomprchanvlvc erporu'dovolopncnt

poliCyfwith'cqport.subsidics—andjmarkét réscarch as -

iﬁpqrtantfclcﬁqntél}

- | R (é) antiﬁﬁétion_ﬁiﬁh éffcfés dirgétéd atrthé'féymﬁlaéigp:aﬁﬁ.

. : "r,iﬁplcmcﬁtatioﬁ ofran éffgctivo_rogidﬂairimpprt subgtitutd.”

progfammé,”wifh:;cgibpal;i intcg;atcd industfies ag_an:'

- important ccﬁpoﬁcﬁt; : |

ré -_: f“’rj(ﬁj .\ ¢c§10nal apbloﬁch to sccurlng prlcc xev1gions in chpch

- of LhJ°° cxports Whl“h are ﬁ; ;étéd ﬁndorfspcéid; contrnété:
;ugdr;-ﬁanqhag,:bﬁgkito étc.

= L Wc,contcnd'thqt fhe bacﬁéééircconmcndcé;dbovc Vouia piqéér;egiqﬂql'cconqmics_

ln a st ange PoS 1tion to solve the’durrcnt-balancc'of paymcnts problcm'dndiat the

samo time poxmiﬁ'thcm;to'chcck thq'high-ratcs of Ang Ja 1on Uhlch o; ts in these -

cconomics,
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§_1_J__g§x}*x oF co;icwszéz-: AMD RE"COi_iiEIcE-P,TIOi\I_S. '
'HCoﬁclﬁsiOﬂs
(l)'-Thguuﬁdoflyiﬁgrcauscs of.Commonhcalth Caiibbcﬁn'ﬁqlaﬁcc'éf:qaymcntsn
ptébleﬂfhévé beon identificd ;é! |
',ka) -Slﬁggishrgroﬂth'ih uisibié exlorturdue lax goly to a dccllne in
'6 Lhc p oductlonrow agricﬁ;ﬁural ‘"ports ﬁnd an Qlowrgrouth ox
1ndust al prodﬁc cion for ox nort. .5Thd sluggish j;owth,rqf
xpdit was also duc to ﬁhq’:élqtivcly slow'gﬁowﬁh initﬁd
pﬁibcs;of méstjprin@nyCKports;' |
(b) rapidtinc?ééécghinhimports-cgpLCLallj-of raw matex -ials
-aﬁd gohéﬁmcr goéds dne béth to an-incrcaéd}in_tho vélﬁmq_
6£ iﬁpaﬁts:and'a fagid'incronso inrfhé'briqc_oé imports.-f
.1(c)  irthady,;aﬁa_in somg'casﬁs, a:;apié inc;oase in'thc ddfiéitf
éﬁ se#?icﬁs'acééunt due té_tﬁé_rclhiivélnyiOW growthrof-cafnings
-ffcm fouﬁiéﬁ §in00 lQ?O-ﬁnd,th& lgniFican;-§f0t ﬁ in pajﬁon s in
lCuéQCt ﬁf lnvéstﬂén; 1nconc; ! tfond whlch is subs tanulally

) diqtatcd'by'thgrfact that there islsighificant'foreign-caritnl

-

'partiﬁiéatioﬁ in'régionél cdonoQiés;'
-(d):,Thc:Signifiéanﬁ'incrcaéeé; fifstly ih thq'éricé of'crudé'oil-
ln thc 1attcr part of 19 73 as well as the massive increases
in ﬁhclpriqcé-Cf grain and'otherVimpoffdht:;qw~mﬁtcrials

and foodatu £s during 1973.

{c) A full in ca nltal 1nflowv ox an-increasc in Capluﬂl ouLflowa.or botn.

(£) - Over-valuation of the currencics of the rcg L0, .

o T e sy

t bRy,

LN R A TR T 2t T Wt e iree -
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~Improvements in the balance of payments position of Tripidad

and Tobago conscguent on.increases-in the prices of primary and sccondary

exports do not. renove the prossing need for measures to:be taken to

‘affect structural changes within that ccondny.

An cxamination of current regional policies related. to the balance

_6flpaymcnt;'ptoblomlkévcgls'thdt:

(a)

(a)” in théfafcé of ﬁpﬁétary poiicf, thcréris §émo meAsSUro
dgicodperqtipnZat.the-rcgional,lévélLs-Eut_ﬁhiic'sccpc:
é;iSySV%dr fﬁrther'cbqpérdfion, the”eﬁiétihg}instituéionﬁl3

{framéwdrk-dqos-ﬁptrpérmit-thg_dpvglopmént of.mcaningfﬁl  '; S
rcgionql;policigﬁ; | |

(b}~ there has boen no mlﬁénizat'idﬁ'iﬁ f,r_:ogio_nal toims of the
'iﬁp@rﬁlréétriqtioﬁ poliéy;.

 (¢)_ prdductibn-pfogrqﬁmés have “onded ﬁo_bvéréﬁphésizoriﬁpoft

substitution. .

"M clear case cxists for devaluation and such’ ccmpanion.policics as

"prices and incomes policy to be considered as important cloments of

the st:atgg?;

Recommendations

s

Stops should now be talien towards establishing the type of institutional

framework which makes a regional approach in the axca of monetary

- policy more mcaningful.

{2y

Quostion cfithcjcurrcncy'Board Lar ﬁhich,noﬂjobtdins in the casc of

“tho Lecward énd Windward'Islands should be cd:cfully_g@nsidérdd.'

There is agreements at all levels that the time has come for substential.

‘revisions to bie fade in this Iaw. - The revision should be such as to

»
e .

Wvteast e

e



place the Lec‘-xar& and Viindward Islands in a- luosition to utilizc_-

ﬁonctaiy policy as a t@ol of'oconomié managomcnt.,

Contlol on paynentu 1n respect | of 1nvc"“ﬁonL income be regardea as

‘an important Clcment of xcgionalrmonctary-cpopcxafion.

o3 chlonale co—ovclnatod P“rhtcgy coul bc hlghly benafi icial to the

régioh particularly wit"fcg?CCL to thc $CS ’1iction of'imports, and

~the current concern with importjsubstitutiOn on a xogional basis. .

(a) -A'ca;cfﬁirsciéé?ion of-manufaéturiﬁér@ctiﬁitibs fér'
: pioﬁqtion op'a'régioﬁai_bﬁsiér~ rqgiona}ly in?egrgtcd-
,industfie# %Vtﬁ;;;cicctién based,on'acPQﬁdablé céitcri;;r
- (b) fho cstablishﬁcn# of apprgpriatc_macﬁincky fog fhc_promotioﬁ
of suchrinQudtfiés.
(d),:Thé f0f%ﬁ1a£ibn20I a reéional 1nduﬁtrial-stra ogy in- whlch
oxﬁorﬁrdeﬁclopmént ié:ah important_companonﬁ;f
{a) Thé syﬁchﬁénizatiph 6f nﬁtional and-rﬁgidnal indﬁsttiair
de#aloﬁﬁcnt prbgrammos,orréibigs which pc:ﬁits;rapid
. Tdévclépmcnf.
(é):iThQ formﬁla cion of loglcal unﬂ-effoctlvo prograﬁnﬁs -
,pfoduqtion'and'markctingre-fqr:thc_sugar andtbénana'
"industfics.éfjfhé region oﬁ-d;basié which,ﬁill pe;mit full
| ploiLatLoﬁ of £the opboruﬁnltlcs whlch7¢U“*ently cxist.

J{f)”VRCUlOFUl collaboratlon in vcscafch in the areh of food

Sl ,procesSing on d'basis Which'pcrmits import &isplacéuont and axport

Cevelopment in reoohoct of a wide range of Food products,
{g) VEthangc ratc"policy.must be_seen'as an imgortant part of
any- rcglonal dLra cegy concornod Wlth tho solut:on of the

-bqlnnce'oﬁ payHCnts problem.

v



(c)

@

" rates could. be adjusted on an annual. basis

clements of the alternative strategy—prpposcd'bYVUS are:

Devaluation on 'z Regional basis.  The justification

for a rcegional approach,lics in a recognition of the -

Vfacﬁ'thdt'thc:workihgs of- Lhc COﬁnon Mar hct could be

disturbed if:all:mcmbcrs-did not'reqort ﬁq oxchdnge
ratc adjusﬁmcnt on a uniform basis. We suggest that thexre

~
ro

_ls no nond_- r a once- and fdrfali de;éludtioﬁ. Exchange
ddﬁqndingroﬁithe
#glaéivé:rdtés of inflatioﬁ:wiﬁhip;démésfid:écénomicslahd
iﬁ'thé qcoﬁoﬁiés-of_ogr'mainrtradiyg5par£hgrs.

ﬂ ériéés;ahd ihcomcs,ppliéyrshdﬁld:bp f;rmuiatcd'and
inpléﬁcnﬁcd'by—all mcnbér coﬁhtiics'of thoVCohmon
,MarncL._: Regio i co—opcraflon with chpch to Lh1s po11cy
 wou1d sorve: to cnharco Lhc polit lcal lca"lbllltj of Lhc

'policy'as vell as Cnsurc'thc succcss of.other rogional

_ balance of paynents measurcs..

Tﬁe-méﬂiiiéaﬁién'ofiﬁﬁc;péliéy of pﬁysicél rcétricﬁicn of
fall'iﬁb@rts.~ a;va"chy wnlch is cu;rently puxrhed by
Jaﬁaicarana-Guyénﬁ. With Qevaluatlon, the TC;LrlC cion 6f
;iméértsEWOuldrbeaacpchﬂcnt u?oprﬁhc,upward adjustmcntiin'ﬁhé
fpxicéé'éf thésc g6dds, | )
'n'iggidnal:apgroéch tb-sééufing priéé rovisions in,rcséec£ df
tﬁoéé'exbdfts %hich afc markcﬁcd undq: sPecial éontractsr—:-

sugar; bananas, bauxite, ctec.
Hcadlcy A. Brown

“Mational Planning ngcncy
Janalca

eyt apaet

1 s i e e e |
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