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- INTRODUCTION ! A

This short note is prepared as an input into a trairning
ccouwrse pn Agricul tural and Rural Development FPlanning, and i
“intended +to provide a brief overview of some of the links which
need to be established between sectorial and macro-plamning. 'In
. the process it discusses some of the planning methods used in
- the small open sconomies of the Caribbean, and provides some
ideas as to the direction in which they may evolve over time.
While exanplets are drawn principally from the expmrience of
Trinidad = and Tobago, ‘the basic principles, as well as the more
general comments, apply faithfully tn}ﬁhe planning patterns which
~apply in most Caribbean countries.

L The presentation is divided into three parts. Firstly, some

comments are made about the broader macro-sgconomic developments
in Trinidad and Tobago since 1973, and an attempt made te  fit
cagriculture sector performance into that context. Secondly, the
paper discusses various approaches to ‘planning’, progressing
from the most basic, to more complex and integrated approsches.
An attempt is made to establish the relationship between smsctoral

- and macro-economic planning and in so doing integrate the “top
" down’ and ‘“bottom up’® planning approaches which will be
- necessary in order to create the concensus which is required for

effective. plan implementation. Before providing a summary of

‘P eonclusions, some of the constraints which must be faced by
" planners in the region are also identified.

OVERVIEW OF ECONOMIC TRENDS AND. FOLICIES

Petrol eum price increases between late 1973 and 1980 brought
- windfall gains te Trinidad and Tobago and permitted a level of
< economic activity, and an increase in the standard of living, not
" previously experienced. . .o

i Berause it is an extractive industry, with limited linkages
. into the domestic economy as a whole, the windfall gains accrued
in  the first round primarily to the public sector in the form of
increased revenues. In the second round, as government disposed
‘of these reveriues, in the form of increased members of, or
salaries +or, the civil service; expanded welfare programmes;
"widely increased subsidies; or in a rapid increase in investment
projectsy the oil revenues impacted upon the other sectors, and
ttltimately uwpon the standard of living and levels of consumphtion
of the citizens as a whole.’ :

Sinte the il boom was also an export boom, it generated
rapidly increasing guantities of foreign exchange, and permitted
a removal of the import constraints that had affected the sconomy
up to 1973. HWhile there was a rapid increase in imports 1t was



a removal of the import constraints that had affected the economy
uwp to 1973, While there was a rapid increase in imports 1t was
also possible to have a great increase in reserves, at least
initially, and to benefit from the capital revepuss which came

from them.

Feal weekly earnings increased by &% per annum between 1976-—
1982, while the rate of unemployment fell from 17% to 10% at the
same time.

Real naticornal income i=s estimated to have increased by one-
third between 1973 and the second il price increase in 1981. A
fair portion of this increased income was also transmitied to the
poorest sectors, through increased employment, make work schemes,
and a series of subsidies tailored to their needs. &t the same
time a fairly large programme of investments in  downstrean
activities from the petroleum sector were put into operation, in
ammonia, wea, methanol, and in steel. 7
13

Neverthefass, due to the rapid increase in income many of
the productive factors were overstressed and & series of
dislocations were created. Increased incomes were not matched by
increased productivity, many of the unskilled were employed to do
skilled work, and others were employed to do non—-productive
tasks. Increased consumer demand could not therefore be matched
bv increased domestic production, resulting:in a rapid increase
in prices and imports. This was exacerbated by the fact that many
local manufactures were large users of foreign exchange.

Costs of production increased vrapidly, and while these
increases were easily absorbed by local consumers, the effect was
that industries were no longer competitive on the wider export
markets, or even within the protected CARICEOM market.

Finally, there were significant reallocations of resources

into areas such as the distribution of imported goods,
construction, and real estate. At the same time, there was a
shift of resources out of sectors such as agriculture.
' By 1982, a decline in petroleum output which had started in
the late seventies was Jjoined by falling oil prices, a +trend
which has continued up to the present. Accordingly, many of the
policies developed in the seventies are no longer sustainable,
and the diglocations created are now in the process of being
corrected. Evidence of this readjustment is sesn in reduced
government expenditwes, . a variety of new sectoral policies,
regqulations regarding foreign purchases, and the process of
realigrning the local currency has also begun.

AGRICULTURE SECTOR PERFORMANCE

The impact of past macro-economic trends and policies upon
the agriculture sector was quite significant. While agriculture
had not played a major role in the economy pricr to 1973 its
share of GDP was nevertheless halved between 1977 and 19782,
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AGRICULTURE SECTOR PERFORMANCE

The impact of past macrop-economic trends and policies upon
the agriculture sector was quite significant. While agriculture
bad rnot played a major role in the economy prior Lo 1973 its

share of BGBDF was nevertheless halved between 1977 and 1782,
resting in  that  year at 2.7%. By 1985 +this trend had been
reversed spmewhat  due to the impact of changed economi o

conditions, and policies, so that at the end of that year its
contribution had increased to 3.7%

Between 1271 and 1982, food imports had doubled in terms of
volumes, but had increased eight-~fold in terms of prices. In 15980
foud imports had been necessary to meet 90% of food nesds.  The
decline in Agriculture was fuwther demonstrated by the fact that
labowr was mpving out of the sector, due no douwbt Lo the fact
that real wages declined. Agricultwre absorbed about 185 of the
labour force in 1974, but by 1984 this had declined to 84X, Unce
again the trend seems to have been reversed, since  this
percentage grew to 10%4 by the end of 1985,

In effect what was happening was that, in 1line with a
development philosophy common to the whole region, emphasis was
being placed on industry as the path by which development ‘would
be pursued. Throughout the region these trends were svident, but
as resowrces were mare limited the shifts in emphasis were not as
jramatic. This dramatic shift away from agriculture was also
evident in other o0il econaomies, such as Nigeria, which had
traditionally been a major agricultural producer before its  oil
boom. HNevertheless, Indonesia provides an example to demonstrate
that it was possible to develop an 0il sconomy without  hampering
agricultural development, provided the appropriate macro-economic

policies were applied.

Subsequent  evaluation of the agriculture sector in Trinidad
has listed a number of reasons for the decline of the sector as

follows:

: {2} Inadequate physical infrastructure;
() Labour costs/shortages;
{) Outflow of capital from the sector:
(d) Social problems such as praedial larceny;
{2} Excessive concentration in the export sector:
(f) Insufficient research and development;
(g) Competition from foreign food, dumpingsg
(h} Shortage of professional and technical skills;
(i) Peclining public sector investment in agriculture; and,
{(j) Urban culture pervading the society.

Mow that foreign exchange has resurfaced as a major sconomic
ronstraint, and  ways have to be found to earn and to save more
foreign exchange, agriculture comes under scrutiny once more,
since food imports constitute & major part of the foreign
exchange bill. Moreover, agricultural exports have in the past
been a significant contributor to foreign earnings.
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But by now a number of things have changed i the secbtor
particularly in relation to the export markets. The traditionat
export crops are now facing serious competiticen, ol dedisione
neesd to be taken as to whether they can tier placed oA
competitive footing, or new products will be fried. This i a
particularly uwgent decision since about 70% of the land in
production is in export crops such as sugar, ooffes, oocoa, of
citrus., Morepver, sugar production is a drain on $he ogdast, the
industry reguiring TT# 300 million per year in subgidiesn.

It would in fact seem that a decision has been “aben to
retain the most productive parts of the traditional o oo and Lo
phase 1in new export crops where possibley  the rsmaincor of Ll
land to be earmarked for domestic food preodaction. Fogk al im ot
clear whether decisions bave been taken regarding  ohel orors
ghowld be emphasized, based on a ranking of T :
efficiently be  produced, and in whalt guantities
Enowledge of market regquiremnents. It seems that the
for the agriculture planners, and I would be inbors
whether  this investigation bhas been done, and whe
bewnt achieved. The tmplications for a land use oo
obvious.

THE ORIENTATION OF FOLICIES TOWARD GOALS

I believe that while the short analysis  giwan above 1

familiar to most of you, even if you might interpret bhe  facts
differently, we will all agres that a case is mads for some form
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of systematic planning. Moreover, it is clesr Lhal wtho
may wish to do in the sector, 1if the overall mzsorc
conditions are not in harmony, the sectoral plars wil]l nol comes
to fFfruition. So that a case needs to ke made for an Jr-toegrated
approach to planning, @f the sectors and the ovsrall woorony.
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There has recently developed a tendency in the
to talk teoo much about economic planning, but rathsre
economic imanagement . I believe that this arisos
disenchantment with ‘planning’ as practiced in the 3
neced bt enphasise the continuwous process of guidiryg  aad Fine
tuning the economy  that 1w essential  for  the effeohive
achievement of planning goals, I believe that it will b
concetded, however, thalt it is desirabtle to set oul the planming
process in a plan document, since it can help to provide =
systematic approach to coordinating development doclisions.  An

uplicit plan can also provide a basis for judging performance at
set intervals and for correcting those things that bave not been
achieved., Sp the planning document may be a useful wavstation in
the planning process, but it needs to be recognized that the
process can conceivably  also proceed without a formal docuomant.

All of us in the Caribbean are familiar with the three or
five year development plans, which absorb enormous creative

energy and human resources, but are often left to fanguish on a




shelf, not followed, never updated to adjust to ths rapidly
charnging environment, sometimes never approved by the poalitical
directorate. We are also aware of some plans which are  merely
expressions of hope, or more cynically intendssd  for windon

dressing, wnconstrained either by administrative o financi al
Littte

limits. We are aware of inconsistent plans that have &
somethinyg for everyone, but which add up to inconsiotent arod
unworkable pplicies. 0OFf plans which set gpoals withoot  providing
any suggestions of the means, or the instruments, Evead, willd e
needed to achieve them. OFf plans which leave out the politically
difficult parts.

The existence of a plan therefore, deoes not nwesn Bhad bhe
conmunity has eilither the will or the means to implomert (b, O &
result there has tended to be a disenchantement with olanming b
spome, but also perhaps a false hope has been insbtilicd o obhoers
that Lthe plap will be the panacea for ow devel opment oo ekl s .

Ferhaps, a realistic evaluation will leave us somowers Debween
ot extremes.
THREE FLANNING STAGES IN THE MIXED ECONDMY

It may now be useful for me Lo discuss briofls corae f bl
more common . mechanisns used in the Fegion partlioulsarly oo L.
Felate to the mixed econoamies.

Flanming is more comple:s in mixed sconomies cartedr b bhids
system  the planner hazs less influence over 1 The smeonomi o

acltores, than is the case where the ecornomy is concerloatasd in the
pubtiic sector. Moreaver, prices which are sub jecl wialivel o
freoc fluctuation in the mixed econumy change morse
a ayvshtem where they are fixed administrativelv:
both pricing systems coexist, there is the o
inconsistent signals to the varipous @conomic achos o Mo
convenience it may be useful to separate the planvioag e cr e
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used in mixred economies into three distinct stages, of Lnms
complexity, with the understanding that conceptually Lhey Ltond to

progress from one to the other, in a continuuam,

The basic minimum begins with the national budget complebsd
on oan anpual  basis. It is often the starting poict {00 most
caountries and provides indications for the fortcomi-g  one yeare
perimt  about expected revenues and expendituwres; i Fant bear
divided into recurrent espenditures and capital  oopendidwres
which will be undertaken by the government. At 2 @wore  advanced
leveel  the budget might include estimates of expendiloess of all
public sector entities. Either integrated with this or  separate
from it may be a list of projects which will comprise the quantum
of expenditure for the budget period.

ut



For some of ouw Caribhean countries this is the extent o
which they are able to go in the planning exercise given thoe
leveel of resources, paricularly of planning skilis  which  are
avliailable to them. The preparation of a slate of projects
strains the resources of most of our countries and if w2 are able
to accomplish +that it is often as much as ths resowrcoss can
manage.

Hut the budget is sometimes not a very accurale reflection
of what is intended for the next year. AL1 of us whs bave worked
in the public sector know that the basss on which  budgel
estimates are made are not the most scientific. Those o bhe
Ministries of Finante krnow that there is dften a terdency Lo
underestimate revenues at the first round in ordes coantain
demands. From the line Ministries there iq a tendency Lo pad tho
estimate in the knowledge that the Ministry of Finanoe enll mabe
cuts. Then as there is a desire to maximize expencsiors, hobth i-
the hope of Fforcing the pace of development as weil as  In an
effort to gain the kudos to be derived from & big Hnl|(“ bty
political directorate might once again inflate & ahes Of
revenusg, and so on. The fact iz that there is an Pjemﬁnt o

gamezsmanship in the budget exerciszse that really has mna pleocse an
the more formal , and supposedly more scientific plarning orocess.
it this stage one will need bto examine how tho

projects is compiled. For some the projects surtacs b e
ie an indication that finance may be forthcoming fromn o dunL fror
such  activities. 1 am here referring to the leading o aid
policies of maltilateral or bilateral donors. arygd Yo e pu*lLl@J
may o may not coincide with the the partiocoelar 4
priorities of the recipient country, or of its needs.
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Alternatively the slate of projects may be bia
seclor which has developed the expertise to pre
the past. And this accumulated experience usuaallv d‘
in  the Ministry of Agricultwe. Bubt in trouth these .o
smal ler evils, since the greatest problem for 1.
pountriprs is.the difficulty in compiling a reasonalzl s siete of
caretully prepared and viable projects.

The shortcomings of the project by project  spproach are

however, obvious, since they tend not to have amnv wnd fying
basis, no common policy thread. There is probably oo svetasnstic

& on which to assign prioprities to them, either Ly zector or

braw
within sectors.

The Integrated Public Sector Investment Frogramme, which
attempts to rempdy the: shartfalls of the case by cass  approach,
is regarded by some as the proper initial stage of p!ansing., it
should take as its departwe point a fairly rigorouws eslimate of
public sector resouwrces for the life of the programms, both in
terms of revenues, and of resources it expects to e able Lo
borrow, or to be given in the form of grants in aid. Fetimates
of local rgsources need also to be disaggregated f-om foreign
excharige needs.



Fungs will be allocated on the basis of agesed and ewplicid
secrtoral priorities. The allocation within sectors is then made
in accordance with a ranking based on the prioritiess of that
sector, cost benefit analyses, linkages and the catalsLic attects
which it may have with other projects completed, in process, or
plarmed. Such a cohesive group of projects wounld go to fora &
sechtor programne.

The variows sectoral programmes are thereafter evaluabted  in
order  to maximize the sum of benefits from a given ouentum  of
investment, and. ultimately . qo together to form the National®* "

Investment Flan, often of medium term duration, with ar annual
component being included each year on the expendituecs side of the
budget. It is usually evaluated on an annual basis and  may  be
updated or revised periodically, dependent upon gerformanoe In
the previous year, or changing priorities.

Ideally, the public sector investment programe:
incorporate all the claims made for funds by the public

eveen including the semi-autonomous public entitiss winoe  their
agbligations are usually guaranteed by governmernt and {forn & part

nf the national debt. At this stage of the plsnning proocess the

private sector is inpcorpoarated only in so far as the govornmnent

sets out to influence the investment climate, o Sheoasgh oredil
and other controls, to channel the direction of investoont into
speec) Fic S EAG, but details of private sector  favesoment
proposals- are seldom available at that level of plannomg.

The Comprehensive Flan takes a different approescl.. it
with targets, or more appropriately target palbes oo
selected key elements in the economy, which are pera
interact in specified ways. I - this way a simiic
equilibrium model of the sconomy can be derived for hhe
period which is uwswally the medium term, three to sic v
compromnise based on the need to have a sufficient oeriod
to a2llow policies to remain consistent in diresction
their effect, but rmot so long that forward predictio
meartingless. In any case the constant monittoring and o
of targets will be essential.
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From the target growth path of say GDF, the planmer will
develop some neotion  of the guantum of investment  and wacings
which will be needed to attain the terget, based on  invcestment
and other coefficients, the time lags needed Ffor facbtors  to
transfer and become ovperational, and so on, derived from  pest
edperience, and conditioned by expectations of change doring the
plan period. Tt iz obvious that the accwracy of the cocfficisnts
and the appropriate elasticities is central te the essrcise, and
vet difficult to achieve initially, given weak data b soand a
shortage of the appropriate skills. Yet the process by ehich bhe
planner arrives at these measures, and the discipline needaed to
visualize and quantify the types of linkages between the sectors
is essential if be is to be able to manipulate the economy
effectively. In this way models of varying complexity may be
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developed to identify the rates of demand and supply, pubtlic and
private consumption, savings, investment, emplovment

ports, and so on, which will follow from the Ls
paths.

The comprehensive planning model takes into  account notb
only the public sector investment programme but also incorporates
target budgets based on estimated public sector resow ues for the

Pplan period, the projected investment nf the privaete scchor, and
the expected impact of public pelicy on such privale irccestanent.
The model might also be arvranged so as to provide some potion  of
the best allocation of resources between the public el the

private sectors. Initially, for Caribbean countries a reletiviely
simple model including four or fFive producing  amd oces
sectors  such as Agricultw e, Industry, Services apoeodh
disaggregated, and Mining where appropriate, mighlt suffice to
provide an adeguate understanding of the way in which the cconom
intervonnects, and allow the planner to select the basic  tools
needed to manipul ate it .

From the broad general agoregates, the plan w il 4o Snto
detzil in each of the sectors, while at the same time hhoe :
world  have been preparing their sectoral investment
In this way & ‘top down’ and & “bottom up’ approacnh
would therefore be proceeding, simultansously.

Once  the detailed sectoral plans are recetved

planner will be in a better position to evaluate the : in
greater detail. For he will need to inswe that nobt only dose the

Lyt t e

supply of labouwr balance with the demand for it
must

neceszary  types of specific skills are available.
not  only balance with exports, but the compositi
will he crucial since, for esample, capital goods dmpor ba omas b b
forthcoming to sustain the guantum of investment. Investoent aill
anly e possible with adequate savings, but these sacrrmas st he
sufficiently mobile to move to those sectors on which recesitnent
priorities are placed. While some of these balanoss  will Agc
estabrlished through the operation of key price vari:

the real wage, the exchange rate, and the cost of
less tangible factors such as confidence need also
in conjunction with them.
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SECTORAL FPLANNING

While I have tried to make it clsar that the k ot the
sectoral  planner will bhe frustrated unless the overall  macro-
economic framework is compatable with it, a word also oeeds to be
said about sectoral planning itself.

It should be clear that 14 the plans are to be relevant and
implaementable there haa to be a strong concensus  between Lhe
proposals advanced by the agriculture sector planner i the
negds  and  aspirations of the farming community o F e
agricultwal pelicy, perhaps to g greater extent thasn come olher
sectors, will depend for its sucess on a larger nueher of cmall




ey byt

private actore. A level of concensus is therefore creciael
: 2Tl

to produce, the rate of increase which is possib :
and the current impediments to implementation uhtuh nntd tn be

removec .

Armed with an understanding of the problem, arnd
concensuws  the sectoral planner will be in a bet :
Fear-mul ate more effective projects and to
gffective instruments and policies to encowrage
(Appronriate pricing policies are obviously of
this regard). The planner will also be in a st
defend his palzules ard prmiamtswat_the ALy £

stage, . : s S
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. & significant sowce of delay and wastage of i
the implementation of sector plans resalts Srom e afleouate
foar i u hE &

project selection and preparation. & pre-~conditiose
comprehensive evaluation of the sechtor as a whole
it will imply a sound knowledge of land resources,
consequently production possibilities. It woda e
informed by a knowledge of the relative prespects of
in areas such as forestry, animal husbkandey, o varios
shoulcd have relatively clear ideas aboub the relatbi
af producing for export or for domestic consuamption.  of whal
crops are best, and what foreign and domestic mar s a0 haear,
I should be clear abhout those areas in which the
gaps, and where further research is needsd.
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tnece potential projects are identified, fwasib-loty
will be needed, to consider. the economic, btechnioas
and  organizational  aspects of the project and
determine whether the costs are lower than .
benefits, and to be able to make an effective -an
varilous project possibilities. e the neoes :
avaitable? What are the ancilliary services rooguirao
human and organizational skills?

' Effective prmject' preparation  is =M PR VE 13 me
] - . i . . . - . -
consuning,  and trequires a certain basic minimum of el ized
data. It is essentially a malti disciplinary extarcot ST BTV

skills intensive. Yet it is crucial if funds are not Uo e waster)
on the implementation of non—viable projects; even qee o evnerel ve

iz the budget subsidy required far into the futwe bo the
operation of badly concieved projects. Paradoxicslly o
o

this happening is highest when domestic resours

where repayment is  guaranteed by the public ehor .,  sinoe

multilateral donors normally tend to be wiore  rigorcouas in
agsessing feasibility before loans are disbursed. Lrie

there is often a tenderncy. to regard the requices
feagibility assessment as an impediment by those impalb , g
pace of development, and the temptations to cirocmesnt bhe
process are great.
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CONSTRAINTS

Before closing it might be useful to comesns o ke
constraints which are sometimes used to deny the =/fiiicre of
formal planning whenever the question arises in tla:
They relate to the extreme gpenness of the econarice and  bhex

quality of the data available to the planner,
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In economips aszs open bo external facltors as b of 0 LR

Caribbwan the planping discipline will be Atacoen will mora
constraints than would be the case in larger and  eore el @
sufficient economies. Since the open EConomy i smulydeer Eoo@ ouoh
higher level of external vulnerability.and therefors oosoertainty,
the planning process must need to be more flexible <o =t react
to  the unforseen, and it will need té have & grestbos oepros of
atterbion paid to the review and readjustment of targ
same  time economic actors need to react rapidlis, R
automatically, +to external stimali, which creste W
for expansion as well as potential dangers of cornbrao ,
mechanisms  which faithfully reflect external troends con! Dreoacbs
will, therefore, have a central role to play i :sezx!l oome
economies.  But  recent global trends suggest that seor i b
largest countrigs the idea of avtonomous econoedl EXIR I ST I
rapidly becoming a myth.
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A word needs also to be said about data. It de oweolanik that
the guality af the planning process is highly cdep 2t vy bhe
gquality of information at the disposal of the olannere, it 1%
arguzd that the data set needs to be complete bafore olanaing can
procesd. This is often the statisticians visgw, wiivrzas the
gcanomist might be willing to accept a less complete dabsy  set
while it is available to him quickly. In the reael  swle o
cannot await perfection, so that one must beg.n eiih  ths
resources available, hopefully improving them over lisc. e alee
needs to be said that many of our countries do noat » o ve tre best
use of the available data, neither is the collection of i data
as systematic as it could be. Nevertheless, the gqua. N WA Te
phta will clearly place some constraints on the typso cetent
of plamnning which will be feasible.

SUMMARY AND CONCLUSIONS

In conclusion it might be useful to restate  soums  of  the
fallowing main points:

1Y Flanning as defined in this presentation ie 0 A%
a dynamic process, integral with implementation

managementy

B OnemiL

2} It reguires constant feedback and  adjustoment, =2 that
revision of the plan on an annual basis is a good idea, and some
planners adopt a rolling plan with this in mind;

LriOCEeE

2y The type and degree of detail in the planni

will be conditioned by the, pbjective circumstancess ir bthe country
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and what is ' deemed to be necessary, but will uwltimately be
determined by what is feasible and what can be implemented;

4) There has to be a symbiotic relationship betwsen the
sector and the overall economic framework, s=o that the macro
ecanamic framework has +to be consistent with +the goals and
cbjectives of the priority sectors, and vice versaj

5) Ultimately, development is dependent upon a sucession of
viable productive individual projects both in the public and the
private sectors. The preparation of such projects iz  time
consuming and expensive,  requiring - as it does a variety of
skills. This preparatory work can only bhe skimped however, at
great risk to the long term viability of the project;

6} The implementation and operation of these projects will
require effective management skills and a continuous monitoring
-of the opperation to ensuwre continuous viability; and finally,

7) - Planning is data intensive, but one cannobt wait  for
perfect data to begin the plrrocess. The - scope and
comprehensiveness of the plan must, however, recognise bthe data
constraints, and work within them, even while planning to upgrade
the data base.



