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External influences and domestic. p011c1es, the economic fortunes of Jamaica
and Barbados in the 1970's

To What;éxtént ha§e the economic miéfoftunes of‘less'develéped
cdﬁntries in receﬁt yeérs‘béen the_faulf of international economic develop-~
__ﬁents ovef whiéh they Have-no coﬁtfolé This is the cbntrovévsial duesfion
addressed in the present essay, whlch compares the economies of Barbados
and Jamaica between 1971 and 1978 | We expect-the comparlson-to be 1n¢truc-
'.tive ‘because the out-turn hav been significantly dafferent in the tvio

couéfrles, even though they began from rather qlmllar positions. In 1971
both’ countrles boasted significant expansion, though growth was narruwly

-hased on a vepy few_buoyant areas of aCt1v1ty.i By 1978 Barbados had sur-
.vived a period of-stagnatioﬁ and ragiéteﬁéd three years of modeét-growth,
but in Jamalca productlon was declining for the fifth year in a row. Was

it that external forces had such dlfferent effocts ln Barbados and Jamalca? _

Or were there domestlc events and lelCleS whlch account for the outcome?

In the first two. years of our period Jamaica recorded significant
growth; with the iﬁpetus éﬁming méinly ffom haﬁxite/élumina;'manufacturing
and tourism. Covernment Felt sufficiently confident of fhe'strength of the
’ ecbnqmy to'introduce-in'197?:a budget Whiéh the Bank of Jamaica in its 1972

repoff called ‘expansionary‘ However, mndlcaflons were that the economy was
already faclng problems of adjustlng expend1tures 1n line with foreign exchange
_recelptS' the balance of payments surplus of 1971 was followed by a def1c1t

_of greater magnltude ln 1972, In 1973 the economy. slowed and in 197u o real
'gnawth was recorded, as output f911 1p the major expurtigectors. The balance
rof'paymeﬁts was kept in'surplus'and Goﬁernment expenditures-ﬁére sustained

in 1974 bf thé impos vion of a new levy on bauxite and alumlna. H§Wever, in

the face of weak performances by firms in the prlvate sector Government fell



to thé temptafion to take up the slack, sowing the seeds of fiscal imbalance
in the followlng years. The remainder of the. beriod recopds a tale of woe -
decllnlng production, uncontrolled Government deflcits and a contlnulng balance
of payments crisis. In Aprll 1977 the Government negotiated an SDR6H million
- two-year stand-by dgreement with the Internatlonal Monetary Fund, but only
J$20 million was drawn before the agreement was termlnated when Jamaica
failéd‘toracﬁieve performaﬁce fargets agreéd with the Fund. ;A SDR200 million -
Extended Fund Facility agreed in May 1978 was intended for disbursement over

three years, but_it'tbo wads terminated prematurely at the end of 1979.

Coon

Barbados also héé-substantial growth rates in 1971 and 19725 with the
main confributions originating in tourism, cons#ruction and manufacturing.

In 1973 the-growth raté,siowed, largely because nefvoﬁsness about the intro-~
_duction of a new currency made investors hesitant. The main foreign exchange
-sectors wepe in difficulty between 1973 and 1975; téurist_arpivals fell,'thé

préductioh of manufactﬁfed.goods slowed,'aﬁd output of sugar was severely depres;ed

(though high sﬁgar pricesrhelped to rédeem the‘situatipn). The revival of tourism
served as the base for a slow recovery which began in 1976, and there was also
;some expansion in manufacturihg, construction and sugar.- Fiscal and external
zpayments deficits have not been persistent, though there has been an underlying

instability which has been a source of concern to policy makers.

It is agains{ this background that weé must eyaluate fhe external
influehces and the domestic factors which affectéd economic activity during
the period. We begin with the external influénces - exchange rate imstability,
rising oil prices, stagflatlon in developed countr&es and 1nternat10nal
financial flows. The domestlc influences to be examined include flscal |

monetary, commercial and axchange rate policies, and institutional factors.
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' Exchange rate insfabiliti

During the 1970's developing countries were  especially worrled

- about the breakdown of the "Fixed" exchange rate regime which had'prevailed

since the end of World War II. The confused regime of more or less flexrible

rates which has succeeded the Bretton Woods scheme increased the complexity c}

decision making in LDCs, and there remains considerable difference of
‘opinion as to the strategy which leaves them the ﬁidest range cf

. choice. Flexible exchange rates are also thougﬁt to have raised the costs of

foreign trade, since there is now an exchange rate risk which someone must
pay to cover. In'addition,.flexihle rates have créated new problems for

managers of foreign debt and foreign assets.

We have tried to establish the importance of these factors in

Barbados and Jamaica between 1971 aﬁd 1978. We Fipst of all measured the

exchange-raté instability of eaéh-currency, to Qee whgfher in fact flexibility
abroad had-de?sfahilise& the exchange rates of the two countries. We then
compared this iﬁdexrdf inétability with indicés based;on‘fwo exchange rate
sfrategies whichfauthorities might have pursued. Alternative one was the

use of a basket of trade weighted currencies to deteﬁmine the value of the
local currenﬁy and alternative two was the use of ﬁeiative price trends as

a guide to exchange rate movements. The ccmparison-should allow ué to
determine whethef-locallauthqrities might’havé insulated themselves more

éffectivaly against international currency inStability. We att empted to

- measure -~ by means. of proxxes - the effect of exchange rate 1nstab111t} on

costs._ Three proxies were used - the volume of forward transautlons, the

pvemiums/dlqcounts which obtalned on forward markets and the extent to whxch

" domestic flnanalal institutions kept expoéed 9051tions in foreign currencies.

‘The data in every case was limited to commercial banks. Finally we evaluated the



- management of the curvency composition of foreign reserves and foreign debt

by the central bahk'in éach-country.

Details of the methodology and & full analyéié oftthese tests are
given in the'author's "The impget of fluctuating_exchange rates |
“in Barbados and'Jamai&a" Cehtral-Bank,ﬁfrﬁarbadoé {mimec) 1980. Summary tables
taken ffqm that papér-are presénted in fﬁe appendix. Qur tentative cpnclusions
are that the flexible a#change réﬁe scheme has not been clearly damaging to
the Bafbados éqd damaica économies. ‘He found thevé were increases in the
cbeffiﬁiénts of-variation{of the Barbadian and Jamaican currencies afteb
19'?1, if -!-1;53' compare with values pr_ic:_r' to 1971. Howe#ef, “the _variemce which
could be ciearly a{tpibutgd té overseas iﬁfluencgs was pever more than five
percent of the:ayeragezﬁaiuexof the exchange rate in-any year, The alternative
‘strﬁtegiés which he‘éuggested for ?aluiﬁg domestic cufrency did nét yield
'fésglté much different'frﬁm_thbse derived from the policy which was actually
followed. & trédefﬂéighted basket gave slighfly lower variances for both
countriesarwhile fhe1rélafive~price ruie gave higher variaﬁces for Barbados;
fop Jamaica it pfé@gééd higher variances in earlier years and loéer'variances
-tbwards the-end-qf the period. All values were of the same order of magni-
tude,as-fbr thé actual Pa{e. It appears fhétfthare was hot a great deal ip
the choice of how thekcﬁrrencies were to be ﬁaluéd, at least as far as
redﬁcing=instébili{y'isrconcerned, kUnder Thesé circuﬁstances the policy -
of fixing to fhe-éﬁrrency of the major‘tradingrpartner ig probably torbe-
favéured; siﬁca-this minimises the numbar of'transactﬁons SUbject ta exchange
raté uncertaintygr For Barﬁados and Jawaica, where the US dollar accounts
for well over two—thirdé of all transactions, this policy seems valld.

Those effects of exchangerratg instability that we have heen able to

measure do not seem of much consequence. The data we have refer% almost entirely



- to Barbados, where ﬁe;have found Qeryqlittle activify on the forward ﬁarket;
rThéré_are véry}few océaéions cn-which5the fdfwérd pésifion (repqrtéd weekly)
_wés mbre‘fhag_fiQe per cent of the,toﬁalrfdpéign-positioﬁ of commercial banks,
Because of fhis spapse'uée of forward cover, few transactions would have
incurred the 1nrreased premiums and dmscounts which the forelgn exchange
"mdrket has lmposed durlng the flex1ble rate perlod."lt is possible that the
rlsks of foreign exchange have been incorporated into the pricing structdre,
and that traders' marginsra:e'noﬁ-higher thaﬁttﬁey ﬁerq in the sixties. Ve
have so far npt made.diréct observations of fhié. ,Hoﬁévér, commercial banks
have tried to ﬁaiﬂncé their portfoliqé in foreign currencies, and this may

| hAVG enabled themfto offer better spot rates than they otherwise might have.
The xmp11c1t costs of managlng exchange rate exposure may therefore not he

con51derable.

" The debt'of Bérbadés and Jamaica'is denbminatedrmainly in-US and)
Canadlan dollars, wlth some algnlflcant amounts of sterling in the case of -
lJamalca. Much of the bQP?OWlng.lS tlgd to proaects, reducing flexlblllty_ln
rmanaging,the”éﬁrrgncy Eompqsition of the debt. The foreign exchange reserves teﬁd
to 591heid'mainly:inVUS'dollarS, fpl;dwingra swifch from sterling.reservés in
1955, Only in-Béfbados'haﬁe occasional attempts beenrmadg to take advantage
-of curréncy mdvementsa Had thesa aftempts beén suécessful they might hava _
helped to compensate for any increase in the burden of the debt which mlght
have come about as a result of exchange rate changes. However, the currency
switches did not pay off and we have not trled to measure the addltlonal burden
of debt resultlng from currency 1nstab111ty. leen the small variance and the
11m1ted nqmber Qf non-US dollar obllgatlonsg hoﬁe#er;_we think the effect may

not be great.



The'empificai—measures wé héve used have not DiCkEdVUP any
éignificgnt effeéts on the économiés of Barbadqs and Jamaica from the
réplacement-df;thé Brettonrwoods syétém;by more flexible exchange .

. rates. However, flexible exchaﬂge rates have undoubtedly increased
the_compleﬁityrof‘foréign trade and m%de it,moreldifficult'to plan
and sustain an‘egﬁort«led'strategy.' Admittedly flagiblerrates seem to
h#ve dgné little harm to obéevved‘paymeﬁts systemg, but might wé‘not
“have witnessed a mope'successfui export drive in both countries if {hefe

had been less uncertainty about Future exchange rate patterns?

‘The Fuel bill

Substantial increaﬁeslin'tﬁeffﬁﬁl 1ill have put pressure on the
balance df payménfs in both -Barbados and Jamaica; fheriﬁpacf geems to have
been much more severe in Jamﬁica, "owaver, there ir no yéar when oil ﬁan_be
‘seen as'directlj rgsﬁonsiblﬂ for a bélanée of payménts ceficit. Whers ﬁeficits
‘have occurred some other factor - capital flows, exgort staples or pon~oil-.

‘imports - have had the deciding role. &till, rising costs.cf energy <id makKe

it more difficult to cope with other_éxternal‘péyments rroblams.

In Barﬁadoé,'the'qalue éf,fuel importsirose tw§ and a half “imes in
1973 (éée Table 1), ééntributiﬁg to the wideningﬂcurrent account deficit}
' However1 a strdhg'ggrge in non;éil imports was-much_mdfé damaging, adling six
‘timés as much as éil‘to,tﬂe Tforeign payment s total.. Toggther wifh a slight
reduction in capitai inflowé this led to a large deficit in-19§3; compared with
-balance in 1972 and,ﬁ,sﬁrplus in 1971;-:Iﬁ 1974, oii*imports were up anéther

two and a half times, with a Furthep 50% rise in 1975, but neither increase
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was sufficient to provoke a halance3ofipaymonts deficit in the face of
Excelicnt axport priéeé for sugﬁrrand growing cgpitalrinfloWS. In-contrast,
19?6 SHOWGd a;defici# despite a slight reductioﬁ in the fuel bill. ﬂgain’the
principal Qausgé yére & slowdoWﬁrin'capitalrinflowé and aAsufgé in non-oil
imports. In thmlremainiﬁg'three yeéﬁs‘— two of which'wefe surplug years -

there was little additional pressure from oil, with only small increases in

fuel paymcnfs-eamh‘ycar.

Nineteen seventy-thrée also marked tﬁg First sharp‘riée {of 50%) in
_Jaﬁalc& 's fuel 1mport bill (see Tablo 2). The current account deteriorated,
but non-ail imports added four times as much as'oii térforeigﬁ exchange
i ¢osts;: stfﬁng,q&pital ihflows in any case brdught'thé deficit below the
pr-evmuu year‘u. In 1974 the fuel bili was almost three times thg 1873 level
but an ingrease in:bauxite prices anﬂﬂlEQies mﬁre than comnpensated, leaving
a large balance of payments sufplus. 0il imports rose only modgstly in
-1975, and fell a little in iQ?B, yét thesé vere yeérs of deepening balance
of payments CPiéig; The outcome was determined by the dramatic fall in.
bauxite produétiqng'difficultiEE'in the sugar and tourism sectors and a
© sharp dacliﬁe-in net capital inflows. The smaller baiance-uf payments
'defiCit in 1977 réflecfs the economié,decline—and-the crisis ofiforeign

exchange.

The iﬁcreasing cost. qf imported fuels placeé a mﬁch heavier charge
on foreign exchangeréarnings in Jamaica than in Barbados. In 1977 oil
imports took 30% of reuelpts for prorts and tourlsm in Jamaxca compared
with 11% of the same total for Barbados. (Partly the difference reflects

the poor shOW1ng in activities from Wthh Jamdlca earns fﬂrra-gn &Xﬂ}““"ﬂ‘L
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The oil bill created a large and growing element of import costs
which could not be contained without affecting growlh and economic welfaves
however, the outcome in any ycar was always determined more importantly by

factors such as capital inflows and the performances of bauxite, sugar and

tourism. (I would expect this conclusion to hold even iFf we allowed Ffor

the effect of rising energy costs on world inflation and hence on the prices

of dmports into Darbades and Jamaica; this indirect effect of energy price

increases is too large a subject to be treated in this paper).

North American recosgsion and export demind o .

, Both Barbados and Jamaica depéndrheavily,on North Amevieca for
their foreign exchange revenues. The ecqnqmic Fortunes of fhe VS and
Canada'ﬁave had dgcisive effects on tgﬁrism and baﬁxite/a}umina during the
1970's, with a less damaging - but still significant - impact on manufactured

goods exports,

The recession iﬂ_thé USs in 1974 and 1975 seems to have depressed
tourdsm in both coﬁntpigs (see Chart 1). InlBarbadés arrivals from the US
fell so draStically during these two years that it'was not until 1978 that
this market regained its 1975719vel‘ In Jamaica the effeét seems tblhave |

been delayed somewhat and the downturn took place in 1975.

Canadian GNP did not decline during these years, but there was a

marked slowdown in the growth rate in 1974 and 1975. The effects seem

- to have been somewhat different in Barbados and Jamaica. In Barbados, where

Canada has been the largest single market since 1974, arrivals fell in 1975
and 1976, suggesting that tourism was affected by the economic slowdbwn, with

-



a one-year lag. In Jamaica ﬁhepe was no noticeable effect, but Canadians
account for less than 10% of Jamaica's tourists (except in the veally bad

years like 1976 and 1977).

Factors other than the state of North Americaﬁ écpnomies have also
~ had a decisive influence-oﬁ fourism,rhoquev. Jamaica's touriém falled to
recover when the US-ecpnomy did becéuse éf éocial and political problems which
created a climateféf uncerfainty. Aprivals in Barbados had slowed as early
ras\lg?s - in-advaﬁce of the downturn in the US = largely because Barhaﬂian
tourism was nearing -the end of an expans lon cycle'which began in the late
1980's. | | | i
The aiﬁmiﬁium market was among the most severely affected by the US
‘recession and the slowdown in growth elsewhere in fhe industrialised world.
This has been cited as a principal reason fov the drastic fall in ﬁaukite and
alumina pr;duction_iﬁ Jamaica after 1974. In 1975 the dutput of Jamaican
bauxite and alumina fell by one~thivd,“anq the industry never regained the
lé?u ievel of production. However, tﬁe,question still to be resol&ed
is -~ how.much of Jamaica's difficulty wag the vesult of of world market
éondifions, how much a reaction to Government pressure on fhe industry andr
how much a result of industrial unvest. Jamaica's proximity to the US market
and'relative ease of hining operations might have'helped to sustain production

‘in a falling market, but for the domestic factors.

Exporfé of manufactured goodéhseem to have been least affected by_thé
recession. One can detect no effect on Jamaica's maﬁufactuﬁing sector of the
US'recession, while in Barbados there was a slowdown in the vate of expansion
in 1974 énd 1975, with.eleétronic'components (the‘lapgesf single manufabfure
s0ld in the USj slowiﬁg only in 19?5.- Again, factors other than market growfh

Kave been crucial. Part of the reason for the slowdown in electronics in
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Barbados had to do with the obsolescence of particular production lines. In
Jamaica manufacturing was seriously affected by supplj shortages (largely
the result of balance of payments difficulties), industrial unrest and the

loss of business confidence.

Bauxite,'tbufism and manufacturing exhaust the 1ist of 'dynamict
séctofs in Barbados and Jamaica. Construction and gcvernment do have lirited
'short~fepm potential for geﬁerating growth, but they very soon run up against
fhe foréign exchange constraint, while sugar'prodnction has been stagnant in
both countries For some time. The fact that recessidn affected bauxite and
tourism sd severély made a ﬁajof coptribﬁtién to the countries! economic
difficulties (even though we admit the importance of dﬁmestic factors, to
which We réturn later). If'seems also that Jamaica suffered a greater shock
+than did Barbados ; fﬁe'depression in the aluminium market seems to have been

_more severe and move long-lasting than the decline in tourism.

- The importance of foreign capital inflows

Foreign finance has always playeé a key role in the balance of payments
“and capital formation-in Barbados and Jamaica. Throughout the 1970's the cur-
rent account of the balance of payments femained in deficit, and overall surplus-
es were achie?édrqnly when capital flows were mope than enough to Ffinance that-
deficitf Capital inflows made up one«fifth‘td onémthird of total foreign exchange
inflows in'Barbadcs thrgughout the pefiodrand one~fifth to one-quarter of receipts
in Jamaica, up tasiQTF. The drastic fall in net capital inflows fr&m 1976‘0ﬁ"
ward was a principal feason why Jamaica's overall deficit rose to unprecedented
levels. Capital -inrfiows- fell by ‘three-quarters from 1975 to 1976, emci the

deficit went from three percent of GDP to nine percent.
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Foreign finance contributed about 30% of gross domestic capital
formation in Jamaica in the early 197055, and'perhaps as much as 50% in
Barbadus. The decline in capital inflpﬁs therefore coﬁtributed_to Jamaica's

production problems, which aggravated the already weak balance of payments.

Should a_déﬁliné op shérfage:of foreign fihanéiﬁg Esb,the baiance
of payments be cdnpiﬂéfed an ‘externél} proslem? It may be.
'if there is not enough financing available oﬁ affofdablg terms to exploit
fully the productiverca§§¢ity df fhe ecﬁnOmy. The prohlém becomes intérnal
when inducemen%s,and-incentives offefed to foreign investﬁrs are not
sufficiently attréctive to give access to available finance. Most people
agree fhat the sbcial_and political climate in Jamaica has been a major

disincentiveﬂfo.foreign éapital from about 1974 onwards.

Héwevér, is-thé'vaSt fund of finance controlled.by multinational
banks to be considered 'available finénﬁe'? Givenrthg maturities offered
c‘;md the intevest ratersrrcig-man_ded 0;1 Eurodcllér ﬁldans for most of the 1870's
pruﬁent economic managemeht'would ha#é suggésted very limited recourse
to {he.internationai financial market. If we %heréfore‘discountrthis as
':a sqdrcg of‘deveiopment,fUQding, it can be argued that'the‘financing

available to both countries was less than adequate.

Still the situation is uﬁclééf. The liﬁit of absorptive capacity
cannot be defined with any'precision; and certain kinds of foreign Finance
may extend.absOPptivé capacity by b;inging Skills; managéméht,and technology
alané_witﬁ it.  To determine the adeqﬁécy of tﬁe fOpeign-financing which
Barbados and Jamaica,éanrtap we nééd to maésurersepafately, the availability
of vénfure capitél andrioan financing. |
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He do not-aftemptjto resolve the issues, but'cbnfine ourselves to
the following ebservaﬁions.- The-decline-ih foreign financing in Jaméiéa
7-,'aftef 1875 was(mainly fherresult of iﬁtefﬁal factérs. Faster rates of

growth and a more diQersified hase of expan51on might have been pogsible in
Barbados (and in Jamdlca bhefore IQTE lf mere approprlate foreign financing
had been available in the private sector. Finally, a basmc weakness of
halance'uf'ﬁaymenfs accounting is that so much of the capital;inEIOWS caﬁ*
uot he traced as ‘to source ot use. This'potentially volatile transfer makes
-for : fundamenfal dlfflcult+es in mdnaplng the external payments position -

of both countrlos.

Fiseal policy

, Domestid fjacai policies contributed to the ad3usfment problems of
»oth Barbades and Jamaica during the period of our review. The Barbados
Government eﬁperienced’two periods of serious flscal;lmbalancgg but in each
case the situation was soon eorrected. On the other hand the J&maica Govern-
meunt was unable to.cgnﬁain ite initial’fiscal problem, and the pﬁblic accounts

rapddly went out of control.

Jamaica's fiscal deficit (aﬁ given by Tanternational Financial

andtl tzco) went up 85% 4in 197u 23% in 1975, 100% iﬁ 1976, 2% in 1977 and

WH% in 1978, By 1977 (thc last year for which we have GNP dafa) the deficit.
was 15% of GNP, Runaway LbVﬂrnmpnt nxpendlturp was the reoot of the problem.
'Government commltted ltaPlf to an ambltxous programme of soclal reconstruction

in 197&; 'expendlfure rnge by 50% in that year ‘alone. The newrprogrammes

.32 - L



créated ﬁeavy:charée$'OH fiSuél Tesources in the yeafs th§t fo1lerd.

The fiécal situafipﬁ-wpfSEHHd aﬁrGovétﬁment-tfied to Bustaiﬁ,employment and
acfivityfin the faca,af‘deéiiningroutputiin the priyaté sectop in the last
Four yeérﬁ @f our periédé Gpvérnments ever?whefe héyersﬁccﬁmbled to the
'témpfatibn to give bﬁdgetapyrsupport to impoﬁtant-private'aectdr ﬂqtivitiéﬁ
”which_are inldiffigultj.. The péculiav irony of the Jamqicaﬁ case was thaﬁ
ﬁmny Qf‘fhe producfioh vahlgmé,mzparticulﬂfly in the Sﬂgar indﬁatry - wéré
the result of Goverﬁménf’a-OWH effdrts‘tb ﬁrovide-a mofé éduitable distoibie
tion of the Sociai prbdg@f, As fhe healfh §f'the.ecmnony de¢1ineh it becamns .
more atd mpre;difficultito pﬁtlan effectivé ceiling oﬂ Covernment expendituféi
The iﬁcqmes-éehefatéd,byVﬂqvernmeut mpéqdiﬁg could not be-hatched
with dom&stic 3upp£y and- there was no fnbaign exchénge toraugﬁent suéply

from abroad. Inflation and Further contraction resulted.

-Barbadosf;fifétﬁfiécal ériﬂisrof tﬁe*l??ﬁ‘s'cémé'in 1973, when, the
defieit tfipled. However}<the,deficit Was cut back in the next two years
and'ﬁy_lﬂ?S it was anly_hAif as large as iﬁ had been in 1973, The deficif
treblgﬂ agdin in’lgﬁﬁ;'ahd wenfifurfher intn the féd in 197?;.but was dognr

térhalf_the 1976 level by 1978. (See Central Bank of Barbadbs, dnnual

Statistical Dipost, 1978 Table G1),
The Barbados goveroment was able to curb the defleit partly by

slowing down. expenditurs. The increase was only 15% in 1974 and 10% in 1975,

ccompared with 37% in 1973. Again in 1977 and 1978 there were increases of

”~

12% and 30%, vespectively, compared with 22°% in 1976. Good fortunes in the
sugar - industry and the economic recovery which began in 1976 alse helped.
 CGovernmént was able to add 14% to its. revenues by a special levy on sugar in

1975, thanks fo the very hipgh export prices for sugar that year. As the
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economy picked up, revenuesn rose 16% in 1977 and 29% iﬂ 1978, compared with

6% in 1976. Revenues were also helped by fiscal drag: with prices rising

39% in-197% and 20% in 1975 revenues went up 27% and 2% in those two years.

Comparison of the Fiscal record in Barbados and Jamaica clearly
illustrates the very powanfu] vo]e pLayed by fis cal policy in the adjustment

process, Extmaordinary revenues from bausite ccnﬂaaled Jamaica's fiseal

problem in 1974, but the failure to bring the deFicit under control in 1975

and subsequent vears made it impossible-to sontain aggfegate expenditure
withiﬁ‘the'limits of available supply. . Substential amounts of new MO EY
wereipumped into tha eéonomv via . the vaernment, and the resulting
expenditure created ﬂufolerable pressures on the hdlanﬂe of payments.

There was no chance that the aviilable balance of payments correctives

could have withstond the expenditure increases which fcllowed. In

Barbadeos i imilar evidence of the impact of Fiscal disturbances on the
balance of payments is to be seen in 1973 and 1976. However, pressure
from the“fiscal sector.was'reduced in s ubtequent year@ and it was possible,

Wth the aid of other fac*ovu, to reduce op elimlnate the balance of payments

deficit.

Policies for domestic adjuﬁtmenr

Pﬁmparl son of 1hp way in which Barbados and Jamaica have used
monetary, gxchange rate and commercial_policies suggests that nene of these
is espeaially pewerfuil. In Barbados, where these ips@rumentsrwere used in a
mndeét role to support Fiscal policy, they seem to have been of agsistance .
Tﬁe Jamaican authorities were much more ambitious, using a wide range of
adjustméut policies in attempts to compensate for Fiscal imbalances and to
reyive aconomic growth, They had no success at all,  FPurther, it has become

clear that positively harmful effects can follow From attempts to extend .
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polimf ihstrﬁments bpynﬁdrq§ceprablm Limits. ThéSe_iimifs are set by con-
vénfioh,_paét-hiétopy'andrmarket pyscholmgy. If the market has gvown-tu
_acégpt a-particﬁlaszituatiwn ags fﬁh;mal',:any policy which deviates
-&raSticélly fipm,it_may-facé'unmur@puntahlardiffiéulty, no matter how good
+he eéonomic fafiénﬁle-wﬁich supports it. .
The-Bdfbadidhraqthprities—fcok only rathef‘iiﬁired:poliuy initiatives
mainly di#@étéd Tawaydﬂ'Swifching ekpendifurea Th@—mﬁstrefféctivn appeitr £ have
been selaitlw controls on cnnauﬁer'ér&ﬁit from 1977 onwards. Ninateen se&antynxevén
was the year when fiscai'mwntrols weré fightened in éq'gffﬁrt to reéapée the
external payhmnta defiéit which had emerggd in the pre#ious year. The Central
Bank'pléced 1imit370n-¢mn$UHnr 1eﬁding inrﬁupporttof thisrpolicy nE festvainf,
Banks were leftffrﬁe to make loans to export aeﬁtors and coﬁstpucfiau, and
it was hnped.théy would switch‘funds from consuﬁptioﬁ'activitims to preduction.
Demand For Barbados’ téuriét‘servicem was picking:ﬁp stréngly at this time,
;ﬁeduéihg the exfentrbf Stringency that waginecessapy. Iﬁ these circumstances,
the credit conﬁrqis seem. to have Facilitated the'mmdafate expendl bure switching

‘which was needed.

Exchange controls have also been ewploved in Barbadoz to merve only limited
ends.  Although all Poreign trausactions were made subject to exchange control in
1970, in practice all trade transactions and some swall current account trans-
cactions are quite free of control. Exchange vontvol policy has concentrated

e e U
on monitoring large transactions through Financial institutions to ensure

orderliness and discourage currency speculation. No attempts were made to

impose rigid comtrols or to budpget foreign exchuange even when halunce of payments

deficits were anticipated. The controls have served mainly to provide
some insulation for the domestic financial system against confusion in

foreign financial markets.

.



_Interest rate PoliCy has“been-of little effectiveness
_in‘BarbadOS{ ,iﬁ chober 1973 the Central Bank'revieed_deposit
interesf ratee,,a;idwing higher maxima:in an ettempt to |
.enCOurege-depesit growthg whiehrhad slowed alarmingly (The
Central Benk‘e limifsrwere-rather lower‘tﬁan some'commercialr
_barks were prepared to offer) 'Howevers'it‘appears that the
slow. dep051t growth resulted from speculatlon agalnst local
‘currency. “Pinanciers, nervous about the . lntroductlon of a
new Barbados currency end uninhibited by exchange controls,
shifted funde}ebreed,r.Once rhey'were re-assured by'rhe
'orderlyriﬁtroductioh-ef therneweeurrency at the end of 1973,
local dep051ts bullt up once meore. The Central'Banks's inter~
ventlon served malnly to avert an interest rate war among flﬁ-

an01a11nst1tutlons,

_For;the.remainder,ef the peried'the'Central Bank was
‘maiﬁly,coﬁeerned fo maintain an acceptable-ceet of credir to.
iproducers. ﬁf;lowered its-own_&iecouﬁtrrates to banks oﬁee
in 197-119 three times in 1875 end_twice in lQ%B, all without
much-effect.:rln Mey i976 the Bank imposedelimits on lending
‘rates whichecemﬁerciel banks could charge their cestdmers;
The limits may'have;helpee suetain the growth of mortgeges5

but-theyfhadfno efﬁer detectable effect.

The Bank. dintroduced a peliey of selective re-
discourts in. 1974 in an attempt to promote lending to producers,

- 16 -



Commercial banks were offered special advances at preferential
rates agaiﬁst dredit to selected export and other designated
‘activities. "The scheme remained in force throughout the period,

but no significant use was evér made of it.

Tﬁo qthér policies have had limited but-significant
effects*iﬁ Bafbados, Controls on thé imports of large consumer
dufabléSQ particﬁlarlyrmotor‘cars ~- have been successfully
employed To_feducé;foreign'e%change spénding'by médest amounts.
IN 1975, when:thé currency parity was switched from sterling to
the US doliara there was a‘smal1 revaluation,which helped to

dampen pressure on'domestic prices a little.

Wﬁén'wé iook-at the range and:intensity of adjustment
policiesrundertaken in Jamaiéa the contrast with Barbados is
 qui£e striking;' The Jaﬁaicanrauthorities have devalued the
curfency9 raiséd interest rates; put very heavy 1iquidity re-
guirements'on commercial bahksg imposed global_credit ce‘i‘_}_ings5
'attempfed to budget all foreign fransaqtioﬁs9 set impért
targéts andranndunced'Wage guidelines. Most of these policies
have had‘li{tle_effect because they %ere not_éonsistent with
fical policj; a few have had quite the opposite effect from

‘what was intehdedl

The Jamaican- authorities introduced measures
designed to restrain expenditure, beginning with interest rate
increases in June 1972 and followed by an increase in the liquid

- 17 -



agsets ratio .fer commercial banks (in July), and import
restrictions and a ceiling on commercial bank credit (in
October), The measures appear_fq have had little effect. Non-
oil imports wefe up 20% in 1973 (by which time the limits would
have been in place long enough to take effect) as compared with
7% in 1972; the limit on bank credit‘merely stimulated the
growth of non-banks and there was not the expected slowdown of

domestic credit coupled with acceleration of deposits.

In Januéry 1974 another programme was introduced, in;
clu&ing further interest-rate increases, a new import limit
and a tighténing of exchange controls.  The programme proved
short-lived, however. With the impositipn of a new bauxite
levy Government determined in May to expand expenditure. The
~import limit was removed, credit ceilings wevre aBolished and

there was the massive fiscal expansion we mentioned earlier,

Attempts to extend adjustment policies beyond the
limits of their effectiveness aggravated Jamaica's economic
malaise. Less ambitious credit and exchange controls and more
selective (and‘moré modes) import restriétions might have.beén
of some henefif. However, the burdén of the'anaiysis seems to
point clearly to the primacy of the fiscal instrument. There
is probably no other combination of policies which will couﬁter-
~ part serious fiscal erfspending; what is worse, the attempt to
do =o ﬁayrforce_auﬁhorities int§ policies which contribute to
the problems they are designed to solve, The domestic issue

- 19 -
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which helps most in explaining the differing fortunes of Jamaica

and Barbados remainS‘théir_vastly different fiscal policies.

Institutional weaknesses

The economies of Barbados and Jamaica were subjéct to
institutional limitations which may have played a part, along
with external forces and domestic policies, in determining
the outcome, The remainder of this essay will deal with some

of these institutional features, beginning with supply factors.

'The sugar industry provides the most glaring example
of the great;difficulty-both countries‘faéed‘in raising out-
put levels. In spite df.rising prices (though_sugar'priées
slumped badly after the 1975 highs,'they-have generally been
on the indréasérdufing the 1970's), and in spite of official
policies intended to méintain production levels in sugar, out-
put sfagnated in Barbados and continued to decline in Jamaica.
Hith average sugar prices for the years 1978, iQ??-and l978
three times as high as they were ten years eariier, Barbados
could manage only 60% of the average output for 19669 1967
and 1958; In 1975, when sugar prices reached an all-time high,
Barbados' production was the second lowest-since laus, In
Jamaica the picture was no more encouraging; output for thé RS
last three yeérs of fhe period was 58% of what it was Ffor the

same period ten years earlier.

The difficulties of expanding manufactured goods pro-
duction are not so easy to document, particularly because the

- 20 =



sector contineed,tq expand (in Bafbadbs througheut the period; in
Jamaicas until 1878). Oﬁr argﬁment has to be that the<sector
might have grown even more rapidly but for the inetitutional
1imitatiens to which it was subject. This is not a proposition
that'we caﬁ‘demonstate empirically.. However, there‘ere signs

that officials in both countrles recognlsed constralnts arising

. from 1nadequate management and organlsatlonal skllls, the absence

of expertlee in export marketlng and poor quallty cantrols.

A nuﬁber of-instifutienal features whieh Barbedos and

- Jamaica share witﬁrother developing countries have been re-
- presented as iiﬁitations on their policy options. Tﬁey include
therlimieed,rangerof activities on which fereign'exchange earn-
ings depend, the narrowrehoieerof export markets, the difficulty
of transferrlng factors of production between export act1v1t1es,
the llmlted scope for 1mport substitution in small countvies and
-the poverty of internal llnkages between sectors., It is
frequently argued that these all reduce a country s room for
manoeuvre in response to world marketrchanges. The present I
author is etill probably ameﬁg arminority in his view that fﬁese
constralnts have all'%een vastly exaggerated. V(Althoughjthere
is alrveady empirical work suggesting that concentration in ex-
‘port commodities and merkets dees not limit growth or generate
exessive-economic‘flﬁtuatioﬁS). The apparvent constraints may
"be lifted inra variety-of ways; By careful éuality control

and product differential what appears to be a homogenous
product mej be-distinguished from ite cempetitors ahd its sales
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position ﬁaintaiﬁeé in the fa;é of a slumﬁ. Thé scope for im-
poft sdbstitﬁtién in goods maj be limited, but-thé same ié not
necessarily  true of services, Aggressive mafketing may create
subgtitutioh ﬁéssibiliﬁies whére more existed before. “And
aﬁproriaté fechpolqgiés may significantly increase domestic

linkages without resort to expensive research and development.

In our opinion it isifherdeficienbies 6f govérnment

' a&ﬁihistratioh*which constitute the most serioﬁé institutional
limits to policy. We wouldrargue that, in'both-cquntries, the
failure<of gdvérnment gorporatibns; the wéakﬁes§es of the plan-
ning processes and fhe-ébseﬁcé'of mechaﬁisms for co-ordinating
;ong-terﬁ and shbrt—term strafegies_have_prgjudiced governments'

chances of carrying through their economic intentions.

In bqth Barbados énd-Jamaiéa governments have set ﬁp
state corporations to perform ecpnomic fuﬁctions in a wide
variety of actiyities - finénCe, agriculturég tourism, .
,ﬁanufécturiﬁgg ékﬁorting and domestic marketing. Theirr
establishment;has a compelling légica Gféwth ié a principal
objective of 6fficial policy%‘bﬁt the measuré évailable to the
authoritie% have prOVed inadéauafe‘to the‘tésk'bf ensuring
adequate rates of growth. Invariably gqvérnment néeds to in-
terﬁene;,if_cnly to provide incentives and know-how and
finance fpapficulafly to loéal entrepreneurs). ‘Some of the
:éarliest state corpora%ious-aimed-to provide these services,
,but_goverﬁﬁents'gradﬁaily widened theip scopelin éttempts to

e 9D .
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pump‘more‘invesfment into lagging sectors and to sustain employ-

ment. Unfortunafely;'state corporations were not set up to run

on_professionai—lines._ Managements were insufficiehtly—trained,
boards of directors failed to make distinction between policy
and management, and politicai'interference has been pervasive.

As a result, many enterprises have folded and most of the sur-

~vivors remain‘totally ineffectivé; while the governmentS'bf

Barbadps'and;Jamaicé retain a large number of statutory corpora-~

tions in all major activities, these governments are virtually

"powerless forinfluencelfhé rate of real economic growth,

If'mighf not help very much if the statutory bodies did

function, because ‘the governments of Barbados and Jamaica have

not yet developed the capacity to plan effectively, A plan re-

quires more than a statement of intentions and a list of projects.
The available resources must be measured, and supplemented where

necessafy.h Reépogsibility must be clearly aséigned for each

phase and activity in the plan.  Finaliy; there must be a system

of monitoring the performance of each responsible agent; the
syétem should irclude provision for,remedial action if actual

performance deviates from plan targets. Governments do have

'recbgnisablé_aéproximations-to-some elements of this system.
:However;_planning_cannot,be effective unless every element of.
' the'system is in place. The éonspicuous absence of monitofing

-and performance evaiuatidn invalidates most of what is contined.

-~

in official planning documents.
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However good the plan, its success hinges on how well
it meshes with the Government's ongoing economic strategy. In
the last three years in Jamaica foreign exchange difficulties

have limited production, with scarcities of machinery and raw

- materials being experienced in most major activities. In such

circumstances planned expansion has simply not been possible.

‘The plan itself may be essential to the success of the short-

raﬁ strategy. Part of the resson Jamaica’s adjustment
programmes since 1974 were bound to fail was that the economy
failed to expahdf Without renewed gfowth there i1s probably no
level of expenditure which can be considered as "equilibrium".
The problenm is.thatrneither country has an insituttionalised

means of co—ordinating long and short term'strategies. The

plan is prepaved under one kind of authority, the annual bud-

get under another9 whlle monetary policy re51des in a third

fcentre. There is no- ‘objection te separate preparatlon9 but

preformance evaluatlon must be done by an authorlty which

can ensure compafibility of all the elements,

With governments' principal strike forces in the

battle for growth in disarray, with the planning*machinéry in-

capable of‘putting its intentions into affact,‘and with no

 ‘means of keeptlng 1ong -term goals in hire with the limits of

short run fortunesa official pOllCleS to cope w1th economic
change in Barbados and Jamaica have been severely limited.
Barbados has been fTortunate in that it has had much less
riding on those policies than has Jamaica.
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Conclusion

'Neither aomesric hor'external Fforces aloﬁe rill serve
to explaln fully. the economic’ forLunes of Barﬁados and Jamaica.
Domestlc POllCleS may have been effective (Qr havé worked bet{er)
it the external env1ronment had-been more,helpful, Qnrthe other
hardr harmfulléﬁternal'éffects might have_beeﬁrtackled by a wiser
'domestlc polvcy strateg; Muéh:of tﬁe differencé.between the
.economic performance of Barbados and Jamaica had to do w1th the
rdifference in their fiscal stances9 though the larger ;mpact of

0il in Jamaica has alsc been a major factor.

'Perhaps_the important lesson to bé drawn-is that there
:is more room_térmanoeﬁvre than appears oﬁ thé:surface. Ar
urgéﬂf-rriérity in roth countriés must be to buiid the institutional
capac1ty to exp101t this poienflal V—Small countries may not
control the impact of external forces on thelr economles9 but they
should-equipwthemselvesth take advantgge_of all avallable'optlons

. for coping with ﬁnexpécted'or'unwanted developments abroad.
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. TABLE 1
BARBADOS - BALANCE OF PAYMENTS
1971 | 1972 1973 1974 1975 | 1976 1977 1978 1979%
Current Account - 69.3 - §3.0 - -102.4 - 98.4 - - 83.8 ~128.4 - 92.0 - - 62.9 ~102
Export - 65.7 72.4 - 93.9  138.1  190.8 152.6 182.4 - 223} 308
Tourism 10207 120.2 136.9  156.6  156.1 - 166.7 223.0  277.1 343
0il Imports - - 4.9 - 12.8 'Lf 31.8 - 46.7 - 40.2 - 47,5 | '
" Non-oil imports 42,3 ~265.7  -316.0°  -387.1 ~391.0 -436.8 -498.1
Other 6.l 5.0 ol 25.8 7.0 25,3 u8.2
Capital Account . 83.0 82.0 . 76.8 . 106.3 - 118.7 © 92,4 86.1 101.2 13y
Long-term. . 32.4 37.9 ' 48.6 ©21.5 S 50.7  uu.2 38.9 21,2 53
Short-term 3.9 - 3.7 - 5.6 0.7 5.8 4.7 10.0 © 30.5
Unidentified . 46,7 47.8 35.8 . 84.l 1.2 143.5 37.2 46 .4 81
Surplus/Deficit 13.7 - 1.0 ~ 25.8 7.9 34,9 - 36.0 - 5.9 38.3 32
.| official financing - - - - - 35.1 20.0
Reserve change - . - 13.7 1.0 . 25.6 - 7.9 - a9 36.0 - 298.2 - 58.3 ~ 32
(- increase) : C : '

Sources: Economic and Financial Statistics (oil imports, Table H6), Balance of Payments

%Estimates



TABLE 2

(L8

. ¢ JAMAICA - BALANCE OF PAYMENTS -

1971 | 1972 1973 1974 1975 1976 1977 | 1978
Current - 93.4 -117.3 ~-164.3 --151.8 -257.0 ~275.2 - 61.9
Exports 286.0 - 302.4  957.2  630.7  736.7  599.7  691.L
. Tourism _ 78.8 - 7.5 . 904 . B8B.6 .  69.3.  u2.6_  54.T N
Non-oil imports -351.7 -379.0 -453.0 -560.2 -686.0 -534.6  -382.9
0il _ 3.1 - 70.8 - 93.5 -133.5 -181.5 =197.2 -201.6
-Capital Account  120.8  73.7 . 136.6 - 205.9  183.4 . 37.1  47.3
Identified 112.1 5.8  124.7  221.1  189.9  Uul.5 51.7
" Unidentified 17.7 13.9  11.9 - 15.2 - - 6.5 - 4.4 - .y
Surplus/deficit  36.4 = 43.6 - 27.7 5.1 - 73.6 -238.1 - 14.6

Sources: Bank of Jamaica Balance of Payments 1975 and 1977




TABLE 3

BARBADOS - EXPORT PERFORMANCE.

“ (BDS$ M)
i 1971 { 1972 1973 | 1974 1975 1976 | 1977 1978 1979
Exports to US 5.6  10.6 17.0 47.3 5.7  52.3 61,7  65.6
Sugar - - - 20.0  28.1 20,6  18.1 3.1 19.7
Molasses 1.3 0.8 0.6 5.5 2.8 2.9 1.8 1.3 1.4
Shrimp - - 1.4 2.8 3.1 0.3 2.0 0.1
Manufactured :
v Goods - 7.3 —-.9.8 715.0  18.0 21.7 285 39.8 56.1
“Sources: Central Bank of Barbados - Annual Statistical Digest - -
Barbados Statistical Services, -Overseas Trade Reports B
TABLE 4 N
" JAMAICA - EXPORT PERFORMANCE -
- ‘Al unit | 1971 | 1972 1973 | 1974 1975 < | 1976 ~ | 1977 |- 19787}
Manufactured .
Goods - J$ 4.4 23.0 23.5 32.2%  33.8 36.3 42.0
Bauxite Tons'’ 7.6 - 7.0 7.3 7.9 5.4 6.2 6.3
Alumina Tons 1.8 2.2 2.4 2.8 2.3 1.6 2.0
Bauxite & ' : . - , . -
180.3 190.5 2297 483.9 456.9 393.2 4oy, 1 -

Alumind

J$

Source: Bank of Jamaica Balance of Payments

* Nine percent against USH

st s ek o ey from it W PR




CHART 1
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. Effect of U.S. Recession on Tourism
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APPENDIX

The tables in this appendix are .taken from my 'Impaét of
fluctuatlng exchange rates in Barbados and Jamaica' Central Bank of’ Barbados

{(mimeo) May 1980. The analy51s on page 3-5 is based on this data.

Tables AI and A4 show how the varidnces of ekchange rates after

1971 compare with those recorded prlor to 1971. These vapiances can be -

compared with the US/sterling rate, the principal external influence

on exchange stabilify in Barbados and Jamaica. Tables A2 and A5 give'
the variances for an exchange. rate whosa value was determined by using a
basket of currencies. The currenc1es were selected and welghted in

proportion to- 1871 trade shares. Tables A3 and A5 show how an index of

_exchange rates would have varied if its value were determined by the

ratio of domestic prices to a foreign price index. (The foreign price

is a weighted average of the price indices of principal trading partners).

Table A7 shéws the forward market transactions of commercial

banks in Barbados and table A8 gives the forward premiums or discounts

on the major currencies of interest to traders in Barbades.

_ Tables A8 and A9 give the currency composition of official foreign

debt in Barbados and Jamaica, while Al10 shows how the Central Bank of Bérbados

has distributed ‘its foreign asset portfolio.
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TABLE Al JAMAICA COEFFICIENT OF VARIATION - ACTUAL EXCHANGE RATE
i ‘ Trade Weighted

~pPeriod | £ Stg. Us$ Can.$ | TT$ SDR __ lExchange Rate | US$/€

I 1965 -  0.00752 0.00276 - 0.00752 ~ 0.00288 . 0.00752

‘| 1966 - . 0.00160 0.00278 - 0.00160 0.00284 0.00160

1967 - 0.05159 0.05101 -. 0.05154 0.02674 0.00516

1968 - 0.00374 0.C0859 - 0.,00374  0.00180 °~  0.00374

1969 . - 0.28218 0.32888" - - 0.28218 0.28259 0.00229

- 1970 . = 0.19210 0.02642 - 0.19210 0.00169 0.00323

1971 o - 0.01846 0.01560 - =~ 0.01683 0.00753 0.01846

1972 - 0.04549 0.04889 - 0.02522 0.02150 0.04549

11973 . 0.03315 - 0.00377 ©0.03313 - 0.01575 0.03293

1974 0.01936 - 0.01103 0.01941 0.01210 0.00725 0.02015

1975 0.07125 - 0.01220 ©0.07144 0.03786 0.02696 0.07147

1976 .  0.07879 . - 0.01342 0.02829 0.00728 0.02093 " 0.08021

1977 0.07707 0.15940 0.14300 0.12504 0.16827 0.14110 0.03366
178 0.15569 0.09725 0.09725 0.08069 0.12186 0.10481 ~ 0.04128 B

o

TABLE A2  JAMAICA COEFFICIENT OF VARIATION - HYPOTHETICAL EXCHANGE RATES

x

‘ ' Trade wieghted
Period £ Stg. Us$ Can.$ TTS SDR | Exchange Rate
1871 0.28887 -0,02830 0.28889 0.28887 0.01166 0.00:82 N
. 1972 - 0.03945 0.,00621 0.01120. 0.03998 0.01353 2.01872 : ) :
1973 ) 0.02948 -0.00032 0.0051% 0.02%43 0.00809 - 0.014346 : -y
1974 0.01744 0.00665 0.01133 0.01L777 0.01065 0.00u471
1975 0.04924% 0,02683% 0.02382 0.04983 0.02908 0.01243
1876 0.07183 0.00800- 0.01804 0.02822 0.00497 0.03995 .- :
T oA 1977 " Q.02u06 0.00852 $.03043 0£.01888 (0.00597 0.01389 T T
1978 0.02836 0.01678 0.03911 0.01678 0.0142° 0.0C98 : -

| JAMAICA - COEFFICIENTS OF VARIATION - RELATIVE PRICES

"TABLE A3

.‘,. - F
. : " Period E Coefficients o . ;
o . i
1971 0.01031 '

1972 0.02127

1973 ) 0.04130

1974 0.01666

1975 0.01151

1376 0.01338

1977 0.025u4

1978 0.12518




B
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TABLE A4

BARBADOS -~ COEFFICIENT OF VARIATION - ACTUAL EXCHANGE RATE

‘ _ Trade Weighted |
- Period £ Stg, Uss Can.3 TT$ SDR | Exchange Rate
1965 - 0.00767 0.00244 - - 0.00767 0.00273
- 1966 - 0.00784 0.00280 - 0.00784. 0.00041
1967 - 0.05681 0.05601 - 0.056081 0,01584
1968 - 0.00368 '0.00849 - 0.00368 0.C0510
| 1969 - 0.00223 . 0.00240 - 0.00223 0.00409
1970 - " 0.00316 - 0.02773 - 0.00316 0.00029
1971 - 0.01813 0.01544 - 0.01689 0.00460
1972 - 0.04550 0.04861 - $ 0.04848 0.01460
1973 - 0.03313 0.03294 - 0.03177 0.01015
1974 - 0.01941 0.01462 - | 0.021%1 0.00813
1975 0.07769 0.02521 0.02235 0.Q7820 ©0.05138 0.04416
1976 0.08002 - | 0.01317 0102685 0.00735 0.03494
1977 _ 0.03366 - 0.02380 -~ -~ — 0.0145%0 0.00523 -
1978 0.04185 - 0,02387 - 0.03147 0.00134

TABLE K5 BARBADOS -~ COEFFICIENTS

TABLE A6

-

OF VARIATION - HYPOTHETICAL EXCHANGE RATES 7

_ - - o Trade Weighted
Period £ stg Uss ‘Can$ TTS SDR Exch. Rate
1971 - 0.00907 0.01481 0.01255 0.00%808 0.009472 0.00519
1972 0.0u4285  0.02818 0.01878 - 0.03383 - 0.01531
1973 0.00867 0.00845 0.01024 0.02135 - 0.00958 0.0u242
1974 0.01471 .0.00834 -0.01018 ~ 0.01633 0.0G834 70.00556
1975 0.03980 0.03353 0.02835 0.04219.  0.,01275 " 0.00906
1476 . 0.06676 ~0.01395 0.02042 - 0.,029810 Q,03017 0302324 o
1977 0.0223%  0.01015  0.03182 0.01016 0.00965  0.0019% -
-1978 - .0.02388 - 0.02032 0.0u4166 0.02033 'JO;OlLSH 0:00820
BARBADOS - COEFFICIENTS OF VARIATION -~ RELATIVE PRICES

1

" Period | Coefficients
1971 0.02032
1972 0.02021
1873 0.03874
-197% 0.04765
1975 0.01439
1976 0.01285
1977 0.02224
1978 0.01178
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COMMERCIAL BANKS!

TABLE A7 MONTHLY FORWARD POSITION
(DDS$ 000)
- Forward Position As 1
. Spot Position
Pericd Asscts | Liabilities | Net Assets Liabilities
1576 _ ' :

S Jun. 30 6,716 6,500 216  17.86 17.55
Jui. 28 6,716 6,873 {157) 19.46 21.45
Aug. 25 1,671 1,39 275 - 4,49 3.95
Sept. 30 390 1,986 {1,596) . 1.23 6.39
cct. 27 - 1,246 {1,246) - 3.52
Nov., 24 1,267 2,093 {826) 3.42 ©5.99
Dec. 29 2,691 3,956 {1,265) 5.9L 9.21

1977 . . ,
Jan. 31 2,664 3,100 (436) 5.75 - 7.08
Feb."23 1,418 2,046 {628y 2.77- - 4.37
Mar. 31 1,389 1,846 (437) 3.10 ~4.35
Apr. 30 - 982 {982) - 2.30
May 25 - (471) {471) - - - -.97
Jun. 30 - 900 {900) - 1.75

T Jul. 29 0 724 1,577 (853) 1.42 7 3.29
Aug. 31 720 1,316 (596) - 1.50 T 2.88
Sept.30 720 2,474 {1,754} 1.48 5.23
Oct. 26 - . 1,462 (1,462) - © 3,05
Nov. 29 - 1,047 - {1,047} - 2.00
Dec. 30 2,026 T 6,672 (4,646) - -3,58 13.721
1978 ' )

Jan. 31 3,269 3,252 17 7.46 7.84 -
Feb. 28 3,255 - 3,227 28 5,94 . 6.44
Mar. 31 2,026 1,998 28 3.33 3.46
Apr. 28 2,025 1,998 28 3.78, 3.96
May 31 2,026 - 1,998 28 4.78 4.88
Jun. 30 - - -
Jul. 26 - - -

- Aug. 31 - - -
Sept.29 - - -
Oct. 11 - - -
Nov. 2G - - -
Dec. 29 - - -
1979 '
Jan. 31 - - -
Feh. 28 - - -
Mar. 30 - - -
Apr. 30 - - -
May 31 = - -
Jun. 29 - - - ) p
Jul. 31 322 322 - .83 .90
Aug. 31 473 473 - 1.20 1.47
Sept. 26 528 528 - 1.03 1.08
oct. 31 507 507 - 1.59 1.68
Mov. 28 495 495 - 1.17 01,33
Dec, 31 187 187 - 28 32
1980
Jan. 31 191 191 - L35 .36

* Last-Weanesday of each month.,
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TABLE A8
Canada Japan Germany Sterling
1964 L0372 - 1760 - 6738
1965 L1674 -1.5494 - 2676
1966 - 0369 L0251 - .1792
1967 . .1388 - .8752 - 7021
1968 _ )
(1) -.3880 - ,7285 -1.7658
(ii) .2324 - .8761 ~1.2840
(iii) .1957 T - ,5282 - ,4183
= (iv) L0932 =1.0500 - .9982
1969 "
- {1 - . 1673 - .994D ~ 7058
(ii) - - .3608 ~1.39%0 ~ .7820
C{iid) - L1483 -4, 1856 - L0441
(iv) L0093 - .3523 - .1291
1970
) - .0093 . 2457 - .1288
(ii) - .2901 ) .0551 - 0250
(iii) — =~ .2257. - ,0275 - .2889
(iv) T ,0398 - 2193 ~ .2381
197 :
(i) - - .0397 ~12.4510° . 2204 - .6537
(i) - .3127 . .0858 - 2397
(ii1) - ,1883 - 1808 48238
(ivd - .1596 - ..5508 L1371 .
1972 _
(i) .1906 - .7616 . - .5051 ~ .0306
(ii) L0304 ' - .9821 - .0002
d i) - .0508 - L7495 ~ .5735
(iv) - .1105 - 4372 - .8986
1973 .
(i) - .6206 7.8571 ~2.0427 - L6740
{ii}) -, 4006 - , 7010 - JLB4S
(iii) -~ ,3579 ~ . h132 -1.1394
{iv) ~- 0803 .2590 ~1.6443
1374 : )
(i) - .1851 © 6.5667" .1189 -2.3397
] : (i1} - L4012 - .l232- - .6654 -~ L6902
. - (iid) - 1420 . 5025 - 15654 - 7846
& (iv) - L0605 .9138 ~ 4773 ~2,0651
3 1975 , .
i (1) - 0689 - .1361 - .3838 ~-1. 4943
“ (ii) - .1552 - .2362 - L4162 -1,2730
(iii) .3512 1.4701 - 9581 - 7301
tiv) . 8658 YA - .5072 ~1,2607
1976 .
(i) 1. 1481 1.0344 - ,52640 -1,0283
(ii) - ..9911 127 - .3982 -1.0236
(Liii) .83220 L2435 - .2257 -3,3083
(iv) L7531 L2732 - .0212 -1.5493
1977 . - )
(i) - 4069 L3784 - L1130 - .0941
T (ii) .2830 - L4 ~ L4705 - 7874
(iii) L1843 - .7911 - . 7541 - 2577
(iv) . - L0548 - 1.2792 ~1.1876 - .7870
1978 . _ _
(b L3268 - J9442 - 9884 L3071
- (i) L0300 - 1.3900 -1.2673 - 7096
(iiid L1268 -~ 1.6653 -1.4237 C o LR166
{iv) -~ L2445, - 2.4066 ~1.969%4 L1220
1979 ‘
(D), L6376 -~ 1.0033 -1.3172 7514
(i) - L2141 - 1.1751 - 7054 094l
{(iii) - .284) - 1.2987 -1.2912 JHNAB
| (iv) L2055 - 1.3141 =1, 4150 . 1T



