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FOREWORD

In this fourteenth issue of the publication, seventeen countries
of the Caribbean are surveyed,

The Economic Commission for Latin America and the Caribbean
acknowledges with gratitude the co-operation of the several National
Statistical Offices and other national agencies for the assistance
that they gave in supplying the information needed, while many
statistics have been furnished, there still exists in manv countries
the need for wider statistical coverage,

The Country notes focus on developments in the countries surveyed,
and examine developments in the main sectors, and their impact on the
Balance of Payments, Prices, Employment and Wages, and Monetary and
Piscal policy. A sub-regional summary attempts to present an ovarview
of developments in the year under review, given the quantum and
quality of the country statistics collected,

I heartily commend this fourteenth issue of "Economic Activity in

Caribbean Countries” to the reader,

Clyde C. Applewhite
Director
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A GUIDE TO THE SYMBOLS USED

The symbols used in this report are the
following:

“oa : not available
. : category not applicable
- : nil or neqligible

0, 0.0 or 0,00 less than half final digit shown

e : estimated figure

P : provisional fiqure
r : revised fiqure

* : government estimate

k% : FCLAC estimate
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PART I

Sub-regional Summary
TRENDS IN CARIBBEAN COUNTRIES IN 1984
I. Introduction

Growth in the industrial countries impacts directly on economic performance
in the Caribbean countries through the stimulus given to output and exports in
these countries, 1In 1984, economic recovery in the industrial countries entered
its second year, following the recession of 1980-1982, and as a result most
countries in the Caribbean subregion experienced a spurt of econonic achivity.

Apart from the favourable impact of increased Aenand for goods and scorvices,
Caribbean c¢ountries also benefited from declining inflation rates in the
industrial countries, an easing in nominal and real interest rates and slightly
improved terms of trade, At the same time, wroblems of fiscal and current
account imbalances among industrial countries and high rates of unemoloyment in
Furope persist, and efforts to correct these imbalances and reduce unemoloyment
may also serve to lower the current rates of qrowth in the industrial countries
and eventually curtail economic activity in this subradgion.,

IT. The Internaticnal Setting

{a) Aggregate Output: During 1984, the international economy qrew by 4.3%,
Output grew strongly in the industrial countries, where real Gross MNational
Product {(GNP) recorded growth of 4,9%, The USA showed the greatest increase in
output while the pace picked up in Japan. The economic recovery gradually
soread to the developing countries and reflected mainly in an improvement in the
balance of payments and overall growth, Compared with growth in real GNP of
1.5% during 1982-1983, real GNP rose by 3.7% in 1984; and although many oil
exporting countries remained affected by weak demand for oil, 7Trowth in non-oil
a¥porting countries accelerated from about 2.5% in 1982-1983 Lo 4.4% in 1984,

Table TI.1
GROWTH IN REAL GROSS NATIONAIL, PRODUCT
(Changes in percent)

1979 1980 1981 1982 1983 1984P
World 1.5 2.0 1.6 D.6 2.6 4,3
Industrial countries 3.5 1.3 1.6 -0.2 2.6 4.9
U.S.A, 2.8 -0.3 2.5 -2.1 3,7 6.8
Canada 3.2 1.1 3.3 -4.4 3.3 4.7
United Kingdom 3.2 -2.6 -1.4 2.4 3.2 2.4
Japan 5.2 4.8 4.0 3.3 3.4 5.8
Developing countries 4.5 3.4 2.4 1.6 1.5 3.7
01l exporters 3.7 1.0 1.2 -0.2 -0.8 2.0
Mon-0il exporters 4.8 4,3 3.0 2.5 2.7 4.4

Source: International Monetary Fund (IMF); World Economic Qutlook 1985.




Table T1I.2
COMPONENTS OF REAL GNP AND EMPLOYMENT
INDUSTRIAL COUNTRIES

1979 1980 1981 1982 1983 1984P

Changes in percent

Consumer expenditure 3.5 1.0 1.0 1.4 3.0 3.1

Public consumption 2.3 2.3 2.1 1.7 1.2 2.5

Gross fixed investment 4,1 -1.3 0.6 -3.2 3.5 9,2

Emoloyment 1.9 0.6 0.2 -0.4 0.3 1.9
Percentage level

Unemployment 5.1 5.8 6.7 8.2 8.7 8.2

Source: IMF: World Economic Outlook 1985,

(b) Aggregate demand and employment: Domestic demand grew rapidly in the
industrial countries during 1984, wovarticularly in the USA and K. Overall,
consumer expenditure approached the levels of 1979 as householders satisfied the
demand for consumer durables that had been foregone during the period of
recession (ref.: Table 1II1,2). Government consumption expenditiure also
accelerated sharply due mainly to defense spending by the {USA, Tnvestment
spending increased by over 9% compared with a fall of 3.2% in 1982, Most
investment activity occurred in the USA, UK, Japan and the Federal Republic of
Germany, and gained impetus from relatively low interest rates, moderation in
wage increases and improved sales and profit outlook,

As a result of increased economic activity, the employment situation
improved (ref,: Table IT.2). Increases were most marked in the USA and Canada,
while employment stopped falling in Europe, Nonetheless, continued growth in
the labour force led to record levels of unemployment 1in some Furopean
cauntries,

{c) World trade: The volume of world trade grew stongly by 8.8% in 1984,
Both industrial and developing countries made gains in exports, while the non-
0il exporters made the most significant advances, among them the countries
making most progress in structural adjustment reaped the greatest henefits., The
terms of trade facing the developing countries, after falling in 1982 and 1983,
improved slightly in 1984, Wy 0,3%, Weakness and instability characterized oil
and other commodity prices.



Table I1.3
WORLD TRADE
{Changes in percent)

1979 1980 1981 1982 1983 1984°F
Volume 6.6 1.5 0.7 -2.3 2.1 3.8
Unit value (USS$ terms) 18.5 19.8 -1,2 -4.1 ~4.4 -1.8

Exports (volume)

Industrial countries 7.1 3.7 3.4 -2.2 2.4 9.9
Developing countries 5.4 -2.6 -4.0 ~-7.2 0.9 8.0
01l exporters 2.0 -10.9 -12.6 -15.1 -5.7 2.5
Non-0il exporters 9.8 9.0 7.0 1.0 6.2 12.0
Imports (volume)
Industrial countries 8.6 -1.7 -2.5 -0.,8 4.2 12,2
Developing countries 4,9 8.3 7.3 -3.9 -3.6 2.5
0il exporters -4.3 13.0 20.5 =0.7 -12.9 -4.,9
Non=0il exporters 9.6 6.4 1.5 -5.5 1.5 5.9
Source: IMF; World Economic Outlook 1285,
Table IT1.4
TERMS OF TRADE AND WORLD PRICES
(Changes in percent}
1979 1980 1981 1982 1983 1984”
Terms of trade
Industrial countries -3.0 -6.8 -2.1 1.3 2.0 =0.2
Developing countries 10.8 15,2 1.2 -1.7 -2.1 0.3
0il exporters 26.9 40,4 4.5 -1.1 -7.5 0.1
Non-0il exporters -1.6 =5.7 -5.5 -2.2 2.4 0.6
Prices of major commodity
groups
Manufacturers 13.9 11.1 -6.0 -2.1 -4.1 -3.,0
0il 46,4 £3.0 9.9 -3.8 -12.3 -1.9
Non-0il primary commodities 16.3 8.3 -15,2 -12.3 7.8 2.5
Source: IMF; World Economic OQutlook 1985,
{d) Inflation, interest and exchange rates: Inflation in the industrial

countries continued to decline in 1984, The effect of weak commodity prices was
reinforced by monetary, fiscal and incomes policies which dampened the
inflationary pressures that were expected to accompany economic recovery. In
the develoning countries as a group, inflation continued to advance, moving from
33% to 37.7%. In small low-income countries, inflation fell from 27% to 17.4

percent,



Table II1.5
CONSUMER PRICES
{Changes in percent)

1979 1980 1981 1982 ° 1983  1984F
Industrial countries 9.0 11.8 9.9 7.4 4,9 4.7
Developing countries 21.5 27.3 26,1 24,7 33.0 37.7
0il exporters 11.8 15,9 16.4 18.0 25.5 20,1
Non-0il exporters 25.7 32.2 30.6 28.0 36.9 47.1

Source: IMF: World Economic Qutlook 1985,

Short~term interest rates in the USA eased in late 1984, This circumstance
reflecked a slackening in the pace of demand dgrowth and a lessening of
inflationary expectations., The main features of exchange markets during 1984
were the continued rise of the US dollar in nominal and real terms, and the
relative weakness of the major European currencies, especially the pound
sterling, The continued appreciation of the S dollar reflects interest rate
differentials in the major markets and the athractiveness of the USA as a haven
for savings from the rest of the world,

(e} Balance of payments and international debt: The widening current
account balance in industrial countries can he attributed largely to the rapid
growth in imports in the USA and UK, In particular, the USA bhalance
deteriorated from a surplus of $11 billion in 1981 to a deficit of $93 billion
in 1984, While this was a major factor in spreading recovery to other
industrial countries and the developing world, the USA position stemmed from
weakness in important markets in Latin America, and the appreciation of the IS
dollar.

Table I1.6
BALANCE OF PAYMENTS ON CURRENT ACCOUNT
(IS dollars hillion)

1979 1980 1981 1982 1983 1984P

Industrial countries -5.6 -38.8 3.1 1.2 2.2 -34.2
U.S.A. 2,6 6.69 10.7 -3.8 -35.5 -93.4

Japan -7.9 -9.5 6,2 8.1 22,2 36.4

Developing countries 0.2 22,6 -56.3 -99.6 -70.5 -43.9
Oil exporters 54.0 100.1 34,7 -23.4 -17.0 -5.7

Non-oil exporters -53.8 =77.5 -91.0 -76.2 -53.6 -38,2

Source: IMF: World Economic Outlook 1985,

Some improvement in the external position of developing countries was
observed., Severe cut-backs in foreign commercial bank lending since the onset
of the debt crisis in 1982, 1led to increasing dependence on official long-term
lending, official transfers and direct investment, In this way, developing
countries were able to replenish their reserves by $22 billion in 1984, Annual
Growth rates of external debt fell sharply from an average of 18% for the period
1978-1981 to 4.5% in 1984. With the increase in trade, ratios of debt to
exports fell from the high levels of 1983,



(f) Prospects: Prospects for 1985 are for continued growth in the
industrial countries, though at the slower pace of about 3%, A better
distribution of economic performance is also expected. It is foreseen that
unemployment will stablize at 8.2% and that inflation will fall to 3.7%. In the
developing countries, it is expected that there will be further acceleration in
the average growth rate to 4.5%, but this will depend on whether the growth
target for the industrial countries can be attained,

ITI. Caribbean Economies: Main Trends

(a) Structural Characteristics: This survey covers sixteen Caribbean
countries, thirteen of which make up the Caribbean Community ark] Common Market
(CARICOM) , Seven members of this group compose the Organization of Rastern
Caribbean States (OECS). Together the countries cover an area of 436 thousand
square kilometres and support a population of about six million, Most of the
countries are politically independent but they all share a relationshipn with the
industrial countries that manifasts itself mainly in trade and financing
arrangements,

Table III.I
CARIBBEAN COUNTRIES: STRUCTURAL CHARACTERISTICS 1984

GDP
Arga Population Currency (In millions of
KIn {'000) (Per US$) natinnal currency
British Virgin Islands 150 12 Uss 1.00
Netherlands Antilles 993 237 NA.f 1.79
Suriname 163 270 324 Sf. 1.78
CARICOM group =71 280 5 315
Bahamas 13 940 226 Bhs$ 1.00 1 454
Barbados 430 253 Rdss 2.00 2 075
Belize 22 960 162 Bze$ 2.00 e
Guyana 214 970 788 GS  3.83 1 700
Jamajica 10 9906 2 297 J§ 0 3.94 9 368
Trinidad ind Tobago 5 130 1 168 TTS 2.40 20 137
OECS group 2 860 543
Antigua and Barbuda 440 79 ECS 2.70 369
Dominica 750 83 BCS 2.70 190
Grenada 340 92 ECS 2,70 235
Montserrat 100 12 mCcs 2,70 83
Saint Christopher-Nevis 270 46 ECS 2,70 147
Saint Lucia 620 128 BECS 2,70 348
Saint Vincent and the
Grenadines 340 103 ECS 2.70 220
§ource: Various country reports,
2C‘ARI COoM
QECS



(b) Summary performance: Buoyed by economic recovery in the industrial
countries, the Caribbean economies showed marked improvement in 1984,
Nonetheless, the npattern of drowth was unevenly spread among countries and
throughout sectors of economic activity. At §,5%, Antigua and Barbuda recorded
the highest rate of growth of the countries surveved, This was followed by
favourable performances in Montserrat, Guyana and Saint Lucia, RBelize and
Jamaica stagnated, while output in Trinidad and Tobago declined by 6,0% for the
second year in succession.

Table TI1L,2
GROWTH RATE IN REAL GDP AND POPULATION
(Changes in percent)

Real GDP Population
1982 1983 1984° 1983 1984P

Antigqua and Barbuda -1.3 5.4 5.5 1.3 1.4
Bahamas 1.5 5.0 4,0 1.8 1.8
Barbados -4.,3 0.0 2.4 0.4 0.4
Belize -0.8 0.7 1.3 2.8 2.8
British Virgin Islands 4.4 4,4 4.0 1.8 1.7
pominica 2.3 2.4 4.3 . 0.5 1.5
Grenada 4.7 -2.0 -1.6 a.n 0.0
Guyana -10.4 -3.,6 5.5 0.8 0.8
Jamaica 1.9 2.0 -0.4 2.0 1.5
Montserrat -7.4 -4.7 5.7 0.5 0.5
Netherlands Antilles - - . 0.9 0.4
Saint Christopher-Nevis 6.1 -4.,7 3.9 1.3 2.0
Saint Lucia 2.5 2.0 5.4 1.6 1.6
Saint Vincent and the
Grenadines 5.9 5.1 3.5 1.2 1.2
Sur iname 2.0 2.0 .. 2.7 2.7
Trinidad and Tobago 6.7 ~6.0 -6.3 1.3 1.6
Source: Various country reports.

The individual sectors displayed a similar patchy performance. Although

sugar output continued to contract, the agriculture sector as a whole, performed
creditably, and the tourism sector enjoyed a good year. On the other hand, the
manufacturing and construction sectors remained depressed throughout 1984, In
an effort to halt the decline in manufacturing, several Caribbean countries
took steps to protect the local industry by imposing trade restrictions which
adversely affected their CARICOM partners,

Some of the countries in the subregion remained under great and increasing
pressure in 1984, Trinidad and Tobago was affected by slackened demand for
petroleum and petroleum products and its manufactured goods. As effective
demand was curtailed in some countries, consumers continued to face a fall in
living standards, Exports increased in volume and value but foreign exchange
shortages not only limited imports of consumer goods but constrained vroductive
activity as well. Governments were forced to improve the fiscal sitiation
through better public sector management and to institukte measuras to reorient
and diversify the economies, )

N



{c) Export performance: On balance, export performance improved in 1984,
A decline in exports of sugar was more than compensated for by strong
performance in tourism, A reasonable performance was also recorded by. other
agricultural commodities and bauxite,

Sugar exports have been hampered by world expansion of sugar production at
the same time that consumption has been on the decline, In addition, non-
sucrose sweeteners have been making significant inrocads 1into the market,
Unseasonable  weather, poor cultural practices, industrial disputes and
inadequate management have all militated against increased sugar output, In
1984, Barbados was the only country showing increased production. World market
prices continued to decline, falling below 4 US cents per pound in August 1984,
and reaching the lowest nrice recorded since 1971. :

Table TIT.3
MAJOR EXPORT STAPLES
{Thousand tonnes)

Sugar output Banana exports
1983 1984F 1983 1984°
Barbados 86 100 - -
Belize 116 105 10 -
Guyana 256 246 - -
Jamaica 208 188 23 11
Saint Christopher-Nevis 34 28 - -
Suriname cen e 32 cen
Trinidad and Tobago 77 65 - -
Windward islands
DPominica 29 33
Grenada 14 10
Saint Lucia 55 65
Saint Vincent and the Grenadines 28 33

Source: Various country reports,

Banana exports increased modestly in 1984 (ref: Table I1T1.3) despite
windstorms and heavy rains between July and November. Tncreased exports by
Dominica, Saint Lucia and Saint Vincent and the Grenadines can be attributed to
the introduction of the field-packing system which ensured delivery of better
quality fruit to the shippers, and a lower rejection rate, However, earnings in
local currency did not keep pace with the expanded output as the 1S dollar,
to which local currencies are tied continued to appreciate against the pound
sterling, in which banana prices are denominated, On this basis, it 1is
estimated that unit earnings in the Windward Islands declined by 6 percent.

Bauxite exports from Guyana and Jamaica increased in 1984, It is bhelieved
that a reduction in the bauxite levy has also resulted in improved performance
in Suriname, In Guyana, emphasis was placed on refractory and abrasive bauxite
in light of the downturn in the aluminium industry, and no alumina has been
produced for the past two years., These progducers however face considerable
uncertainty for the future due to high costs of production,



Table IIT.4
PRODUCTION OF BAUXITE AND ALUMINA
{Thousand tonnes)

1983 1984F
Guyana - Dried bauxite 743 782
Calcined bauxite 315 517
Alumina - -
Jamaica - Bauxite 7 633 8 937
Alumina 1 851 1 749
Suriname - Bauxite 2 793
Alumina 1 154
Aluminium 73

Source: Various country reports,

Petroleum output in Trinidad and Tobago increased by 11.1% in 1984, compared
with a fall of 8.,5% in 1983. NDrilling activities expanded but were still
dominated by marine activity, which accounted for about 80% of total nutpur in
1984, Production of petroleum in Barbados increased by 67% and supplisd some
52% of local crude requirements, Concomitantly, imports of crude oil £21l1 by
9.3% while imports of reformate increased by 11.6%. Natural gas production
continued to expand in both countries,

Tourism in the region responded ztrongly to the upturn in the economy of the
USA in 1984, All destinations, except Grenada, recorded increases in visitor
arrivals. Visitors from the USA continued to dominate the market as the
appreciation of the US dollar vis-3-vis other currencies deterred visitors from
UK and Europe,. Hotels and guesthouses have reported record occupancy rates,
even 1in the off-season. At the same time, length of stay has tended to be
shorter.



Table ITT.5
INDICATORS OF TOURISM ACTIVITY

Visitor arrivals Estimated expenditure
('000) {USSm)
1982 1983 1984F 1982 1983 1984P

Antigua and Barbuda 164 166 195 44 51 65
Bahamas 1 948 2 224 2 325 654 770 810
Barbados 415 431 467 251 252 284
Belize 67 64 88 8 8 10
British virgin Islands 156 149 1562 66 82 86
Dominica 23 25 29 4 5 3
Grenada 85 83 74 17 15 17
Guyana ‘ - I ce v cen .
Jamaica 570 783 344 338 399 407
Montserrat 25 19 21l h 6 7
Netherlands Antilles 902 806 841 343 213 212
Saint Christopher-Nevis 46 23 64 9 10 11
Saint Lucia 106 113 128 32 40 42
Saint Vincent and the

Grenadines 79 86 115 26 27 29
Suriname vee .- . 20 20 20
Trinidad and Tobago cee .o - 138 178 198

Source: Various country reports, Caribbean Tourism Research and Development
entre (CTRC}: Caribbean Tourism Statistical Report 1985.
Fxcludes cruiseship visitors to St. Maarten,

{d) Domestic Activity

(i) Agriculture: Most governments have been promoting agriculture and
fisheries, and pursuing crop diversification programmes, The success of these
programmes can be gauged by the sharp increases in output of food crops, tree
crops, livestock and fish during the last few years, Some of the incentives
offered to farmers and fishermen include easier access to credit, increased
prices and improved marketing facilities,

(i1} Manufacturing: The manufacturing sector performed poorly in 1984,
With the exception of Belize and Saint Christopher-Nevis, the sector registered
poor performances in all the countries in the subregion. In Barbados, Jamaica
and Trinidad and Tobago output was adversely affected by both sluggish domestic
demand and contraction in CARICOM markets, In these ¢ountries, manufacturing
output declined by 6.7%, 2% and 8.5% respectively, Grenada and Saint  Lucia
were similarly affected. The other CARICOM countries were also affected by
difficulties in the subregional market, bhut these difficulties were not
compounded by shrinking domestic demand, and output was probably huoyed by
exports to extra-regional markets by enclave industries,



Table ITII,6
GROWTH IN MANUFACTURING
{Changes in percent)

1983 1984P

Antiqua and Barbuda 2.2 1.4
Bahamas ; ‘e .
Barbados 1.9 -2.0
Belize 2.0 7.5
British Virgin Islands 18.7 o
Dominica 2.0 -1.0
Grenada -17.5 0.0
Guyana ~18.8 1.0
Jamaica 3.1 -6.7
Montserrat 5.3 -2.8
Netherlands Antilles . ..
Saint Christopher-MNevis -11.4 9.4
Saint Lucia 10.6 =2.1
Saint Vincent and the Grenadines 2.6 1.0
Suriname 5.8 -
Trinidad and Tobago -1.0 -8.5
Source: Various country reports,

(iii) Construction: As in 1983, activity in the constructinon sector
remained depressed during the review pericd. Such building as did occur was

carried out mainly by the public sector, Road rehabilitation in Belize, Saint
Lucia and Saint Christopher~Nevis, and airport construction and major road works
in Grenada were among the main projects undertaken, In the latter country
however the contribution of the sector continues to decline, by 256% in 1984,
following a decline by 20% in 1983,

{e) The Public Sector: During 1984, the general policy objective was to
reduce the budgetary deficit, But this objective has been difficult to achieve
because of the slow increase in revenue, while recurrent expenditure has been
drowing  apace, During 1984, overall Ffiscal performance continued to
deteriorate. Reduced collections of import duties combined with large increases
in interest payments on the public debt produced fiscal deficits far in excess
of the projected outcome,

10



Table TIIT.7
PUBLIC FINANCES
(Changes in percent)

Current Current Fiscal 1
revenue Expenditure Deficit
1983 1984F 1983 1984P 1933 1984F

Antigua and Barbuda -5,1 14.0 -10.3 0.2 34,1 51.1
Bahamas 5.8 12.4 12.2 8.8 25.5 5.9
Barbados 12.3 2.7 5.4 9.5 13.7 14,5
Belize -1.4 17.3 3.7 0.4 23.1 17.4
British virgin Islands 7.1 4.0 22.9 0.6 e .
Dominica ' 20.8 8.6 11.0 6.6 32.9 39.2
Grenada 8.5 7.0 3.9 16.5 51.2 46,7
Guyana 2.8 6.1 17.1 29.4 50.0 .
Jamaica 11.9 22.5 29.6 43.4 36.1 41,2
Montserrat 5.7 1.4 7.4 2.8 {0.8] 2.3
Netherlands Antilles .o .o cee Ca ‘e -
Saint Christopher-Nevis 0.8 5.1 -0.9 4.8 20.3 21.0
Saint Lucia 4.9 5.8 -0.3 18.2 20.6 30.7
Saint Vincent and the

Grenadines 4,1 27.3 12.1 18.3 7.9 0.0
Suriname -3.5 -4.4 11,1 -1.9 48.8 37.1
Trinidad and Tobago -7.8 1.2 3.3 5.9 25.3 25.1

—— e e e e o

ource: Various country reports,
As percentage of total Goverrmment expenditure; surplus shown as ! ],

(f) Trade and Payments: The trade and payments situation continued to
improve in 1984. Lower rates of inflation and faster rates of increass in the
value of exports than of imports led to a situation where the deficit »nn visihle
trade, though still high, has heen narrowing, The deficit on the current
account of the balance of vayments has alsn been falling, in spit2 of the
substantial interest payments on external debt, Receipts from tourism have gone
a far way in offsetting these outflows, A1l countries, however, continue to
have deficits on the balance of payments current account and some continued to
have difficulty in attracting foreign capital to finance private and public
sector investment, Tn December, the Government of Belize adopted a Ffinancial
adjustment programme and entered into a stand-by arrangement with the IMF in the
amount of SDR 7.125 million,

11



VALUE OF EXPORTS AND IMPORTS
(Changes in percent)

Table ITT1.8

bXports Imports

1983 1984 1983 1984P
Antiqua and Barbuda -16.9 5.3 21.3 37.4
Bahamas 10.4 21.6 8.6 6.7
Barbados 38.1 9.7 13.7 5.3
Belize -14,7 21.4 -9.7 11.8
British virgin Islands “en e . ..
Dominica 12.4 -6.9 -5.1 28.3
Grenada 1.9 -0.5 -0.8 -11.6
Guyana -20.90 36.6 -12.0 14.1
Jamaica ~-10.8 7.7 ~6.9 -7.2
Montserrat 76.7 -31.0 -2.0 -15.5
Netherlands Antilles -24.5 -16,7 -22.8 ~-12.5
Saint Christopher-Nevis 12.9 12.1 16,5 14.1
Saint Lucia 14,6 Q.6 ~8.,5 7.5
saint vincent and the
Grenadines 27.3 30.7 8.1 8.9
Suriname -14.4 -5.3 -12.7 -16.0
Trinidad and Tobago -23.4 -7.9 -30.2 -26.0
Source: Various country reports.

Table ITT7.9
BALANCE OF PAYMENTS ON CURRENT ACCOUNT
(US dollars million)
1982 1983 1984P

Antigua and Barbuda =37.9 -6.3 -13.7
Bahamas -45,0 0.0 -10,0
Barbados -41.5 -50.0 -16,0
Belize Ces -7.5
British Virgin Islands Pes Ces -
Dominica -3.8 -4.2 -6.9
Grenada -33.7 -29.0 -20,0
Guyana =142.0 -156.0 -113.3
Jamaica -403.8 -361.8 -151.8
Montserrat e -4.7 -8.6
Netherlands Antilles 164,1 -60.8 e
Saint Christopher-Nevis ~-4.5 -14.6 -4.8
Saint Lucia -44.4 -20.4 ~22.0
Saint Vincent and the Grenadines -6,1 . =3.0 .o
Suriname -153.8 -163.9 -67.4
Trinidad and Tobago -766,2 -942,5 ~706.2

Source: Various country reports

1
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(g) Monetary Developments: As in previous years, monetary policy in most
of the countries aimed to make more funds available for lending to the
productive sectors, In scme countries, this general policy objective went hand
in hand with other measures designed to restrict aggregate demand so as to
improve the balance of payments and dampen inflation, For example, in Barbados
a Ltight rein was held on the monevy supply, and in Jamaica interest rates were
increased to raise the level of domestic savings, a deposit scheme was
established for payment of arrears on foreign obligations contracted before
february 1984, and a ceiling was set on domestic borrowing by the public sector,
On the other hand, although the policy of allocating more resources to the
private sector was espoused,; the public sector remained the main beneficiary of
commercial hank credit in some of the countries,

Tahble ITITL,10
GROWTH IN MONETARY RESOURCES
(Changes in percent)

Money supply suasi omoney

1983 1984F 1983 1984F
Antiqua and Barbuda 18.3 12.9 21,5 20,7
Bahamas 12.7 29.2 11.5 3.8
Barbados 16.2 -2.5 4.2 12.7
Belize 7.6 26.6 24,0 -2.6
British Virgin Islands
Dominica eos . .o
CGrenada 15.7 13.5 cee ..
Guyana 16.4 22.0 23,2 16.5
Jamaica 21.3 14.5 28.06 16,3
Montserrat 13.9 2.7 0.7 6,1
Netherlands Antilles -0.4 -2.7 8.8 4.8
Saint Christopher-Nevis 2.4 11.5 14.5 12,7
Saint Lucia
Saint Vincent and the
Grenadines 17.3 22.9 11.0 11,2
Sur iname 8.1 26.9 70.3 -9.2
Trinidad and Tobago -8.1 -6.0 14.7 9,3

Source: Various country reports.

puring the year, Guyvana affected three major devaluations, while Jamaica
continued to operate its system of foreign exchange auctioning, experiencing a
downward trend in its exchange rate,

{(h) Inflation and Unemployment: Inflation continued to moderate during
1984 and except for Guyana, Jamaica and Trinidad and Tobago, fell helow 6% in
all the countries surveyed, In Saint Lucia, inflation was as low as 1.2%, The
abatement of inflation in the subregion's main trading partners was largely
responsible for this development. 1In spite of the economic deceleration,
negotiated wage increases tended to outstrip the rate of inflation, but
nonetheless remained low and fairly stahle,
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Table IIT1.11
INDICATORS ON INFLATION AND UNEMPLOYMENT
(Percent change from previous period)

Retail prices Unemployment (%)
1982 1983 1984P 1983 1984P

Antigua and Barbuda 4.6 2.3 4.0 .
Bahamas 6.0 4.0 3.9 ve cos
Barbad?s 10.3 5.3 4.6 15.0 17.1
Belize . . 5.6 14.0
British Virgin Islands 9.9 2.5 vos ces
Dominica 4.4 2.7 1.9 vae
Grenada 7.7 6.1 5.62 39.5
Guyana 20.9 14.9 25.9 cen
Jamaica 6.5 11.3 27.8 26,7 25.4
Montserrat 9.8 4,7 5.5 7.0 .o
Netherlands Antilles 7.6 1.5 2.4 -
Saint Christopher-Hevis 1.9 2.5 2.7
Saint Lucia 4.6 1.5 1.2
Saint Vincgnt and the
Grenadines 14.3 4.4 2.0
Sur iname 7.3 4.4 3.7 cen .
Trinidad and Tobago 11.4 16.8 13.3 11.1 12.7

%ource: Various country reports.
November-December ,

January-June,

Decenber-December,

Partial dakta on unemployment sugdest that the rate increased in 1984 (ref.:
Table 1I1,11). Some Jjobs were lost during the vyear, particularly in the
manufacturing sector, and it is doubtful that these workers were absorbed
elsewhere, With the increasing dynamism in the agriculture sector, it is
essential that productivity in that sector be increased and maintained. Efforts
to create new Job opportunities should be centered on the manufacturing,
services and construction sectors.
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ANTIGUA AND BARBUDA
1. Recent economic trends: Introduction and summary

Over the three-year period 1980-1982, economic activity in Antigua and
Barbuda declined. However ,the economy recovered in 1983 and 1984 when  Gross
Domestic  Product (GDP) grew by 6.4% and 6.5% respectively. Consumer
expenditure, especially in the consumer durables category is estimated to have
increased significantly.

Table 1
ANTTGUA AND BARBUDA: MAIN ECONOMIC INDICATORS
1982° 1983" 19847
A, Basic economic indicators
GDP at factor cost (ECSm, 1977 prices) 194.1 206,5 220.0
Population ('000) 77.2 78.2 79.3
Per capita GDP {ECS'000 at 1977 prices) 2.0 2.6 2.8
Growth rates
B. Short-run eccnomic indicators
GDP at factor cost (1977 prices) -1.3 6.4 6.5
Per capita GDP at factor cost -2.5 5.1 5.1
Terms of trade ‘e .. -
Consumer price index 4.6 2.3 4.0
Money suply M cen 18.3 12,9
Money supply & . 20,7 18,9
Rate of unempldyment .. cee
Current revenue of Government 17.9 -6.1 14.0p
Current expenditure of Government 23.6 -10.3 0.2
Fiscal deficit as % of total expenditure
EC dollars million
C. BExternal sector
Trade balance {balance of payments hasis) =271.4 -208.9 -315,1
Balance on current account ~102.3 -17.0 -37.0
variation in net international reserves 2.7 -0.3 -11.3
External debt 214.7 218.,2 138.0

Source: Statistics Division, The OQrganization of East Caribbean States (OECS),
the International Monetary Fund (IMF),

This reversed trend is primarily the result of recovery in the more
industrialized countries which caused tourism, the country's leading sector, to
expand significantly in 1983 and 1984. Preliminary estimates for 1984 indicate
that -this sector grew by as much as 26,3%, The impact of this sector on the
economy was, however reduced by the adverse factors affecting other sectors of
the economy. Firstly, difficulties in the CARICOM market reduced export
opportunities the 1local manufacturing sector and as a result this sector
experienced very little growth. Secondly, the severe drought which lasted for
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most of 1984, caused agricultural output to decline by more than 10 percent.

Table 2
ANTTIGUA AND BARBUDA: TOTAL SUPPLY AND DEMAND
(EC dollars million)

1982° 1983° 1984

Total supply 733.6 631.6 .en
GDP at market prices 345.9 353.9 -
Imports of goods and services 387.7 282.2
Total demand 733.6 631.6 -
Domestic demand 509.8 406.9 ers
Gross domestic investment 175.8 101.8

Private consumption 255.3 221.,0

Government consumption 78.7 84.1
Exports of goods and services 223.8 229.2

Source: The International Monetary Fund (IMF}.

Central Government finances improved significantly in 1984 after declining
in 1983 and the current deficit which was 0.4% and 3.3% of GDP in 1982 and 1983
fell to 0.2% in 1984, Capital expenditure which totalled ECSm32.7 in 1983, the
equivalent of 8.5% of GDP, increased to ECSml04 (or 24.4%), TDebt repayments
continued to put a significant strain on government finances, and there was a
further build-up of arrears in payments, However, in late 1984, the Government
did manage to reduce its gross external debt by using offsetting deposits to
retire debts with two banks,

The current account of the balance of payments which had improved
substantially in 1983 widened again in 1984 to reach the level of ECSml13.7, but
still remained much below the level reached in earlier years, While there was a
marked increase in tourist expenditure, this was not sufficient to compensate
for the large increase in merchandise imports, verall, there was an ECSmll
surplus on balance of payments in 1984 following the ECSm0.3 in 1983,

Net domestic credit increased by 16.7% as a result of an ECSm8.6 increase in
net lending to the Central Government and a ECSm31.7 increase to the private
sector reflecting the increased activity in tourism. Inflation which had
moderated to 2.3% in 1983 is estimated to nave increased slightly in 1984 as a
result of the increases in food and utility prices,

2. Trends in economic activity
(a) Growth in the main sectors

(i) Agriculture: The agricultural sector in Antiqua and Barbuda has
‘declined steadily since the mid-seventies; 1ts contribution to GDP falling from
11.4% in 1977 to 4.7% in 1984, The sector has long heen constrained by a lack
of adequate water supply, and the two-year drought which lasted for most of 1984
worsened an already precarious situation, As a result, agricultural output
which had declined by 0.9% in 1983, declined by a further 10.3%. Production of
fruit and vegetables which had been increasing steadily up to 1983, declined
substantially by 29.2% in 1984.
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Table 3a

ANTIGUA AND BARBUDA: GROSS DOMESTIC PRODUCT BY KIND
OF ECONOMIC ACTIVITY AT PACTOR COST (Current prices)

(EC dollars million)

Growth rates

1982" 1983" 1984P 1983" 1984P
Agriculture 19,7 21.8 20.1 10.7 -7.8
Mining and quarrying 1.5 2,3 2.8 53.3 21,7
Manufacturing 16.8 17.6 18.2 4.8 3.4
Electricity and water 7.6 10.3 10.0 35.5 -3.0
Construction 20.4 20.5 22.8 0.5 11.5
Wholesale and retail trade 36.4 38.7 43.1 6.3 11.4
Hotels and restaurants 4.8 45,5 58.7 11.5 29.0
Transport 36.2 40.4 45.9 11.6 13.6
Communications 12.2 14.5 16,2 18.9 11.7
Banks and insurance 22.3 23.8 24.5 6.7 2.9
Real estate and housing 34.4 41,5 45,8 20.6 10.4
Government 45.5 52.2 58.5 13.9 12.1
Other services 18.5 19.2 20,2 3.8 5.2
TLess imputed service charges 16,9 17.0 17.5 0.6 2.9
Gross domestic product 295.7 331.3 369.3 12.0 11.4
Source: OECS Secretariat.
Table 3b

ANTIGUA AND BARBUDA: GROSS DOMESTIC PRODUCT BY KIND
OF ECONCMIC ACTIVITY AT FACTOR COST (Constant 1977 prices)

{EC deollars million)

1982" 1983" 1984P
Agriculture 11.7 11.6 18,4
Mining and quarrying 0.2 1.1 1.2
Manufacturing 13.9 14,2 14.4
Electricity and water 7.4 8.1 8.0
Construction 11.7 10.8 11.3
Wholesale and retail trade 21.6 21.9 23.2
Hotels and restaurants 26,1 30.8 38.9
Transport 24,7 28.8 31.6
Communications ' 16.2 17.9 18.5
Banks and insurance 13.6 14.4 15.0
Real estate and housing 22.5 23.2 23.6
Government services 22.4 22.8 23.3
Other services 9.4 9.6 9.9
Less imputed service charges 8.0 8.9 9.3
GDP at 1977 prices 194.1 206.5 220.0

Growth rates
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Institutional support 1is provided to the sector. by the government
agricultural extension services, One project, funded by USAID, assists in the
training of extension officers, provides equipment ahd basic working tools as
well as transportation so as to increase the mobility and productivity of the
officers. As a result, visits to farmers have increased with a concomitant
increase in farmer training activities, However, the service 1is still
constrained by a shortage of extension officers and adequately trained
personnel.

Table 4
ANTIGUA AND BARBUDA: INIDCATORS OF SELECTED AGRICULTURAL PRODUCTS
(Tonnes)
Growth rates
1982 1983 1984F 1983 1984°
Sugarcane ('000 tonnes) 2.9 4.7 4.6 64.3 -2.2
Cotton-iint 4.0 2.3 cre -43.8 .o
Other major crops
Sweet potatoes 228 353 cas 54,8 e
Yams, eddoes, cassava 153 413 ces 173.8 “ee
Tomatoes 173 285 aee 65,4 .
Cabbage 184 166 o -9.7 voa
Cucumber 148 140 e 94.4 sen
Carrots 118.7 184 .o 55.2 -
Onions 39 46 .4 oes ‘ 18.6 cos
Squash 108.6 85 .o -21.8 .o
Pineapples 184.5 181 eea =2.0 .o
Mangoes 217.3 113 . -47.9 ces
Oranges and grapefruits 91.8 29 P -68,2 .

Source: Agricultural Extension Services,

Sugar cane production was resumed in 1978 following the resuscitation of the
sugar factory with funding from the Caribbean Development Bank (CDB), The
factory, with a potential capacity to grind about 25 tonnes of cane per hour,
would, it was hoped, fully supply the local market, However, the project
encountered serious implementation problems and as a result, the first crop of
sugar-cane was not reaped untill 1981 when only 38,7 tonnes of sugar were
produced, Further mechanical problems in 1982 again Kept production well below
potential at a level similar to that in 1981; .in 1983 production increased to
208.3 tonmnes of sugar and 31 000 imperial gallons of molasses. Productivity
has, therefore, been very low, the average cane/sugar vyield was 22-23 tonnes
cane per tonne of sugar, In 1984, 4 573 tons of cane were delivered to the
factory, 511 tonnes of this being supplied by small farmers, In turn, 257.9
tonnes of sugar and 31 428 imperial gallons of molasses were produced, It 1is
projected that sugar production in 1985 will be below this 1984 level as a
result of the effect of the drought on the crop,

The responsible corporation has experienced a vroblem in acquiring cutters
and in the past has imported lahour from St, ULucia, St, Vincent and the
Grenadines and Dominica, In addition, the corporation has heen plagued by
financial difficulties and has supplemented its income by providing ploughing
services to farmers, The financial viability of Antiqua Sugar Industry

4
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Corporation (ASIC) is not assured, and its future remains in the halance, Its
sutvival is heavily dependent on diversification of production, The Government
has been considering an aporoach by investors interested in producing ethanol
from cane juice. The goal is to produce 200 million gallons of ethanol per
year, the difference in molasses requirement being made up hy imporks, If
accepted, ethanol production will become the major output of the factory with
sudar being preoduced as a by-product.

Cotton production is estimated to have increased during 1984, Cotton 1is
mainly produced on very small holdings, and a total of approximately 130 acres
was under cultivation by small farmers during 1984. In addition, the sugar

corporation planted approximately 50 acres. The raw cotton is purchased by the
Adricultural Extension Services which for 1984 exported 1 025 kg, of
cotton wvalued at ECS1le 710, While cotton is a npotentially good foreign
exchange earner, increased production is constrained by a shortage of harvesting
labour which hinders exXpansion by the sugar corporation, and pest infestation,
particularly affecting the small farmer.

Between 1978 and 1982 estimated fish landings fell by one half, However,
this decline appears to have been arrested and the 1984 catch is estimated to
have been above the 1983 level, Actual data on fish landed are however, very
pocr, The Fisheries Division of the Ministry of Agriculture gives a rough
estimate of 225 100 kg, for total catch for the 1984 period. Lobster exports
are estimated at 3 759 kg. and valued at RCS57 883, while fish exports are 19
419 kg, The problem is lack of standardization of the method of Adata collection
and inadequate extension service, Also, the size of the fishing fleet is not
determinate which derives in part from non-licensing of vessels by hoat owners
and the lack of enforcement of regulations.

rishing has traditionally been coastal and bottom-oriented, but long-~
lining, bottom=-lining and trolling are now being introduced, Some measures
aimed at conserving marine ecosystems are also being adopted and the size of the
net mesh has bheen increased to 2 inches, Two marine parks have heen revived and
plans are afoot to establish a third. There are now Off-limit areas and
underground trails are to be pronoted to assist in c¢reating conservation
awareness, The CDB-financed fisheries project was terminated Auring 1984, and
the four vessels from the project have been loaned to fishermen. While there is
much scope for further development of the industry, progress is constrained by
poor training, inadequate technology and poor institutional development., The
Fisheries Division has taken steps to correct these deficiencies by encouraging
the formation of co-operatives, providing training for fishermen and offering
duty-free concessions on the purchase of hoats and other equipment, Financial
assistance is also given through the Antigua and Barbuda Develorment Bank which
provides loans to fishermen and the Fisheries Nivision which provides fishing
gear at subsidized prices,

Improved marketing arrangements for agricultural produce is essential to the
development of the sector, At present, most farmers first sell to hotels and
restaurants, and then to the Central Marketing Corporation (CMC) as huyer of
last resort, However, while the hotels are willing to purchase local produce,
they require a gquaranteed source of supply which farmers are unahle to ensure
because of the lack of reliable water supply.
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The CMC 1is principally responsible for providing both inputs such as
chemicals and fertilizers to farmers as well as an outlet for agricultural
produce, In addition, CMC is the sole importer of rice and sugar as well as
selected vegetables such as tomatoes, cabhages and sweet pevpers, CMC also
controls licences for imports of certain agricultural products. Because of the
problems affecting the sector, domestic agriculture has failed to exert much
impact on the corporation's finances and as a result, it has become heavily
dependent on its retail outlet and the import of sugar and rice. TLack of
adequate cold storage and to some lesser extent, dry storage facilities, Ileads
to a high percentage of spoilage, Over the years, the CMC has been operating
at a loss mainly bhecause of high administrative costs and the spoilage of
produce, The CMC is now working towards the establishment of a Marketing
Intelligence Unit which will monitor crop information for transmission to
farmers and improve the glut/shortage cycle which has heen experienced in
vegetable production,

(ii} Manufacturing: The manufacturing sector which grew at an average of
19% over the 1977-1981 period has experienced very little growth since 1981, 1In
1984, manufacturing output grew by a mere 1.4% (ref,: Table 3b), The sector is
highly dependent on sales within the CARICOM market, and as a result,
difficulties in this market greatly affected production, Many factories
operated well below capacity and a few attempted to penetrate extra-regional
markets. The main contribution to manufacturing production came from the
enclave-type industries catering to the extra-regional markets and in
particular, the United States,

Table 5
ANTIGUA AND BARBUDA: INDICATORS OF MANUFACTURING PRODUCTION
gnit 1982 1983 1984P
Index of export manufacturing
production (1982 = 100) 100 96
Production of major commodities
Rum '000 pf. gqal. 159 133 149
Soft drinks '000 cases 216 . 271
Garments:
- Poundation '000 dzs, 476 570
- Qutwear '000 pieces 327 279 .o
Baedding pieces 3 440 12 000 14 000
Plastics '000 kg, 196 61 84
Paints '000 US gals, 104 100 96
Tyres units 2 537 ‘e e
Stoves units 3 646 3 800 cee
Refrigerators units 2 093 1 700 cea
Freezers units 360 200 .
Hot plates : units 2 290 1 100
Batteries units 500 Ces oee
Toilet paper '000 rolls cas ves 1 425

Source: Statistics Division.
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The present trade and economic difficulties within CARICOM have threatened
the continued operation of several firms and highlighted the importance of
enclave-type manufacturing and the need to promote and attract this type of
activity which has a real potential for extra-regional exports,

Three new establishments commenced operations during 1984, creating an
additional sixty Jobs. These include electronics-assembly and galvanize
metal sheeting production, On the other hand, the hiscuit factory which to date
had had 1little impact on manufacturing output, ceased operation during 1984,

{(iii) construction: Following a 7.7% decline in 1983, this sector grew by
4,6% 1in 1984, This rate is, however;, below the projected level because of
financial problems encountered with a major Hotel Project by the overseas
developers, Despite attempts; adequate funding could not be secured from
alternative sources,

Table 6
ANTIGUA AND BARBUDA: INDICATORS OF CONSTRUCTION
Unit 1982 1983° 1984P
Applications
No, of building applications number 457 557 eoo
- New buildings number 301 397 405
- Extensions number 156 160 o5
Square footage 000 sqg.ft. oee 658,5 oo
- New buildings '000 sq.ft. oo 585.8 1 088.2
- Extensions 000 sq.ft, oon 72,7 aao
Estimated value ECS million 43,7 60,4 oo
- New buildings ECS million o 55.4 49,4
- Extensions ECS million . 4.7 oo
Production of building materials
Blocks '000 1 307 - 1 417
Pre-mix concrete 000 cu.yd 14 14 oo o
Gravel '000 tons 31.8 40.4 cae
Other quarrying materials '000 bbl, 143.5 57.7 e

Source: Development Control Authority, Planning Office,

Most of the construction activity during 1984 was in the residential
subsector and approximately 45% of the huildings for which applications had been
approved were under construction,

The outlook for 1985 appears to be more favourable with planned completion
of a scaled-down version of the Deep Bay Project and expansion of the st, James
Club and Jolly Beach Hotel. In addition, plans are afoot for the construction
of condominiums and a shopping plaza valued at ECSml5 as well as a National Park
in the vicinity of the world famous English Harbour. Construction of low and
middle-income housing which commenced in late 1984 is also due for completion

in 1985.
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{iv) Electricity and water: The severe drought which began in 1983 and
lasted until September 1984, severely strained the country's water resources,
and highlighted the general deterioration of the collection, storage and
distribution systems, A USAID water project which commenced in 1984 is
concentrated on institutional development, improved treatment and transmission
and additicnal storage and daround water development:; the initial thrust being on
the latter so as to alleviate the immediate effects of the drought. This had
the effect of increasing ground water production by 25%, thereby increasing the
reliability of supply, but production at approximately 400 000 gallons per day
is still much below the maximum potential of 1.5 million gallons per day., . To
augment the ground water supply and improve the overall water supply situation,
the Government with assistance from a number of external agencies undertook
emergency measures during 1984 to barge water amounting to around 500 D00
gallons a day from the neighbouring islands of Dominica . and Guadeloupe, In
addition, since the supply of water was insufficient to allow distribution via
the pipeline network, it was necessary to truck water to the villages to be put
in temporary storage. Inadequate use of the pipeline network during the drought
also created additional maintenance problems. A PVC pipeline project funded by
Trinidad and Tobago involving new installations and repair, was started in 1984
but has suffered delays owing to administrative difficulties and is now due for
completion in 1985, Work on a new electricity generation/desalination plant
has commenced and by 1987 is expected to produce an additional 2 million gallons
of water per day. Water tariffs were increased in December 1984 and the Antigua
Public Utilities Authority (APUA) plans to implement further increases over the
two vear period up to 1987 so as to bring prices more in line with the cost of
production, The water situation is now back to normal with respect to storage
and, with the new projects being undertaken, the supply of water should continue
to improve,

Wwhile the demand for electricity services was below the level expected, this
was offset by a good 1load factor in excess of the 60-61% projected.
Reliability of electricity services has improved substantially with transmission
line losses at 16.5%, though somewhat above the 15.6 % recorded in 1983, still
much below the high losses of up to 25% recorded in 1980.

Some improvement has been made in telecommunications with the introduction
of direct dialling. However, the telephone system is still unable to meet the
present level of demand and there remains a long waiting list of potential
users, This situation 1is not expected to improve before the early part of
1986,
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Table 7
ANTTIGUA AND BARBUDA: ELECTRICITY GENERATION AND CONSUMPTION
Unit 1982 1983 1984F
Installed capacity A 32.3 31.3 31.3
Public e 27.0 26.3 26,3
Industrial i 6 6.3 5.0 5.0
Production kvh x 106 59.8 67.0 70.9
Public kiwh x 106 58.8 65,5 68.9
Industrial kWwh x 106 1.0 1.5 2.0
Consumption (sold) kiwh x 106 44.7 53.1 55.0
Residential kWwh x 106 19.8 22.9 23.4
Commercial kivh x 106 14.4 19.0 20.0
Industrial kiWwh x 106 6.1 6.6 6.8
Government kWh x lO6 4.4 4.6 4.8
Own use kwh x 10 1.6 2.2 2.5
Transmission losses % 20,9 15.6 16.5
Peak demand A 10.1 10.8 11.7
Load factor % 66,2 66,8 64.6

Source: Antigua Public Utilities Authority (AUPA},

3. The external sector

(1) Merchandise trade: The deficit in the balance of trade which had
improved from ECSm471 in 1982 to ECSm209 in 1983, deteriorated in 1984 to an
estimated EC$m3ls. This deterioration in the trade performance is due to the
fact that domestic exports sluggish while imports increased substantially,
Imports of food, machinery and transport equipment: as well as chemicals and raw
materials for local manufacturing, largely accounted for the significant
increase in the import bill, .

(ii) Tourism: While final figures on tourist expenditure are not vyet
available, indicators are that the last tourism season was the best ever and
that tourist earnings reached recerd levels during 1984, The tourist sector,
(hotels and restaurants the leading sector in the economy, dgrew by 26.3% in
1984, its contribution to GDP increasing from 14.9% in 1983 to 17.7% in 1984,
Total arrivals by air, the most important category, increased by nearly 28%
between 1983 and 1984, while cruiseship passenger arrivals increased by more
than 28% during the same period.
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Table 8
ANTIGUA AND BARBUDA: SELECTED TOURISM INDICATORS
Percentage
Change
1982 1983 1984P 1983 1984F
Total visitors ('000) 164,1 165,9 195,5 1.1 17.8
Cruise (°000) 66.8 52.0 66.8 -22.2 28.5
Stopover ('000) 97.3 113.9 ves v .
- By air (*000) 87.0 101.1 129.1 16,2 27.7
- By sea {'000) 10.3 12.8 e ces ves
Total no, of hotels 36 31 IR -13.9 e
Total no. of guesthouses 24 23 . -4.,2 oo
No, of hotels & guesthouse rooms 1 868 1 778 -4.8 .
- Hotels ' 1 702 1 610 -5.4 .
- Guesthouses 166 168 1.2 oo
No, of hotels & guesthouse beds 3 736 3 592 -3.9 .
- Hotels 3 406 3 254 ~4.5 .
- Guesthouses 330 338 2.4 .

Source: Department of Tourism,

This record performance of the tourism sector in 1984 is mainly the result
of the recovery in the U.S, economy which resulted in tourist arrivals by air
from that source increasing by more than 40% from 49 224 in 1983 to 68 296,

Table 9
ANTIGUA AND BARBUDA: PERCENTAGE SHARE OF AIR ARRIVALS
(by country of origin)

1982 : 1983 1984
United States 42,2 48,7 52.9
Canada 10,2 7.7 9.9
United Kingdom 14.2 13.0 11.0
Other Europe 7.4 6.4 6.8l
Caribbean 23.8 22,1 19.5
Latin America 1.1 1.0 cen
Other 1.1 1.1 .

§ource- Department of Tourism,
Includes all other areas of origin,

With the increasing strength of the U.5. economy and the associated
appreciation of the U.S. dollar, the share of tourist arrivals from that market
has dgrown consistently since 1981, rising from 38% to 52.9% in 1984,
Conversely, the depreciation of the pound sterllng has resulted in a decline in
the share of UK visitors by air from 15.4% in 1981 to 11% in 1984,

The strong performance of the tourism sector is reflected in the large
increase in net foreign travel receipts of 45% in 1984 compared with a 21%
increase in 1983.

10
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Table 10
ANTIGUA AND BARBUDA: BALANCE OF PAYMENTS
(EC dollars million)

1982 19837 1984P¢
Current account -102.3 -17.0 -37.0
Merchandise trade
Exports f.o.b. 105.0 87.2 91.8
Imports c.i.f. 376.4 296, 2 406.9
Trade balance -271.4 -209.0 -315.1
Services of which
Travel receipts 132.3 160.1 232.2
Other non-factor services 23.2 22.1 23.2
Interest payments on public debt {(net) ~11.9 -6.5 -6.2
Service balance 148.5 179.9 293.4
Private sector payments 3.0 4,9 8.1
Private transfers (net) 22,4 13.2 14.3
Capital account 99.6 17.3 48,3
Official grants 3.0 a.8 2.7
Official drawings on loans 25.1 11.6 5.9
Official repayment on loans -8.4 -14.6 -16.7
Official repayment arrears -12.4 -17.6 -9.7
Commercial banks . ce vos
Private capital (including errors) oo vas ce
Overall balance -2.7 0.3 11.3
Change in official reserve (increase = -) 2.7 -0.3 -11.3

Source: From IMF data.

(iii) Other current account: Overall, these items also increased
substantially in 1984: for example, the balance on services increased by 63%,
Net private transfers also made a positive and larger contribution to the
balance of payments in 1984, The net result, however, was that these payments
were not large enough to offset the merchandise trade deficit and the current
account deficit reached EC$m37. It will be noted, however, that this figqure is
significantly lower than the ECSm102 deficit of 1982,

(iv) Capital account and overall balance: Preliminary estimates show an
overall balance of some EC$mll for 1984 compared with ECSm0.3 for 1983 and a
small deficit for 1982. Inflows on official capital account have been declining
during 1983 and 1984 and the net position is worse when repayment arrears are
included. It is the private capital inflows therefore that has kept the
deterioration of the payments position in check during the last three years and
accounted for the 1984 surplus.

4, Prices and wages

Price increases for 1982 and 1983 have been relatively moderate following
the double-digit inflation of 1979-1981, The cost-of-living index (1969 = 100)
show that the average 1index increased by 2.3% during 1983 due mainly to
increases in prices of beverage and tobacco, clothing and household operations
and miscellaneocus. Preliminary estimates indicate that prices grew by about 4%
during 1984,

11
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Table 11 ‘
ANTIGUA AND BARBUDA: EVOLUTICN OF DOMESTIC PRICES
All Food Alcoho- Hous- Util- Cloth- Trans- Household
items and holic ing ities ing & ©port- operations
hever~ bever- access—- ation and misc-
ages ages & ories ellaneous
teobacco
Weights 1 000,0 428.8 36.0 233.2 55,5 74,7 100.0 71.7
(1969 = 100)
Period
averade
1978 270.5 325.5  243.3 177.2 226.9 291.9 269.4 270,1
1979 314.2 367.2  389.7 190.5 315.9 322.8 385.0 301.6
1980 374,4 431.2  339.3 230.6 448.4 365.2 454.7 360.,8
1981 417.3 465.6  380.7 250,0 475.2 426.6 495.0 410.1
11982 434,7 503.8 385.3 255.,1 495.5 480.9 497.9 450.9
1983 444,9 513.4 396.6 255,7 495,7 511.2 497.9 492.0
End of
period
1978 284.5 350.9 251.1 177.4 230.9 293.7 276.8 295.5
1979 339.0 390.2 317.5 207.6 368.6 349,2 410.0 338.7
1980 400.4 468.,2 355.6 239.2 463.8 388,1 486,1 386.7
1981 428.5 500.5 380.7 258.0 474.7 436.9 497.9 436.5
1982 436.6. 499.5  387.9 250.5 495.,7 539.5 497.9 452.0
1983 452.3 525.8 387.2 258.1 495.7 529,1 497.9 499.,7
{Percentage change)
Period
average
1978 6.2 6.2 6.2 5,1 5.5 2.7 5.5 12.2
1979 16.2 12.8 19.1 7.5 39.2 10.8 42.9 11.7
1980 19.2 17.4 17.1 21,1 42,0 13,1 18.1 19.6
1981 11.5 12,6 12,2 8.4 6.0 16.8 8.9 13.7
1982 4.6 4.4 1.2 2.0 4.3 12,5 0.6 16.1
1983 2.3 1.9 2.9 0.2 - 6.3 - 9.1
End of
pericd
1978 6.5 5.9 8.1 5.2 3.5 -~ 5.7 25.9
1979 19.2  11.2 26.4 17.6 59.6 18,9 48.1 14.6
1980 18.1 20,0 12.0 15.2 25.8 11.1 18.6 14,2
1981 7.0 6.9 7.1 7.9 2.4 12.6 2.5 12.9
1982 4,1 3.8 2.4 -2.7 4.4 22.9 - 5.4
1983 3.6 5.3 -0.2 3.0 -  =1.9 - 10.6

Source; Ministry of PFinance (Statistics Division)
Barbuda "Economic Memorandum®, 3 January 1985,
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The overall level of prices was affected by food prices and higher utility
prices especially of water, Food prices reflect the lower domestic production
as a result of the drought experienced during the year.

Comprehensive wage data are not compiled in Antigua and Barbuda, There are
some indications that wages in central government, in guasi-government
enterprises and in some lardge private establishments have been increasing at
higher rates than the moderate price increases since 1982,

5. Monetary and fiscal policy

(a) Monetary policy

Antigua and Barbuda does not have an individual Central Bank but helongs to
the Eastfrn Caribbean Central Bank (ECCB) which services all the OECS
countries™, As such, monetary policy is not an active instrument of economic
pelicy, but rather monetary developments respond to developments in the rest of
the economy.

Both the narrow money and broad money supply grew at lower rates than those
experienced in 1983 (12.9% and 18.9% respectively compared with 18,3% and 20.7%
in 1983),.

Table 12
ANTIGUA AND BARBUDA: MONETARY BALANCE
{(EC dollars million)

Growth rates

1982 1983 1984 1983 1984
Money supply (Ml) 53.57 63.39 71.55 18.3 12.9
Currency 16.28 16,05 18.60 -7.4 15.9
Demand deposits 37.29 47,34 52.95 26,9 11.%
Quasi money 168,18 204,27 246,58 21.5 20,7
Savings deposits 70,37 77.42 88.14 10.0 13.8
Time deposits ' 97.81 126,85 158.44 29.7 24,9
Money supply (Mz) 221.75 267,66 318.13 20,7 18.9
Factors of expansion
Net international reserves oo ees ans ass oo
Domestic credit 186,65 212,70 248,31 14.0 16.7
Private sector 148,78 183.90 214.64 23.8 16.7
Public sector 36.23 28.44 33.56 -21.5 18,0
Central Government 27.69 23.88 32.00 -13.8 34.0
Other public 8.54 4,56 1.56 -46.6 -65.8
Non-bank finan'l institutions 1.65 .36 .11 -78.2 -69.4

Source: The Eastern Caribbean Central Bank (ECCB).

1The OECS comprises Antigua and Barbuda, DNominhica, Grenada, Montserrat, St,
Christopher-Nevis, St, Lucia and St. Vincent and the Grenadines.

13
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buring 1984, net domestic credit increased by ECSm35.6 or 16.7% as a result
of an ECSm5.12 increase in net lending to the public sector and an ECSm30.7
increase to the private sector, Loans to the tourism sector accounted for a
major part of the 1984 increase in loans to the private sector.

Table 13
ANTIGUA AND BARBUDA: SECTORAL DISTRIBUTION OF
COMMERCIAL BANK LOANS
(EC dollars million)

Growth rates

1982 1983 1984 1983 1984
Agriculture 1.63 1.44 1.57 -11.7 9.1
Manufacturing 11.77 17.17 19.11 45,9 11.3
Distributive trades 24.61 19.62 14.60 -20.3 -25.6
Tourism 6.46 9.45 19.58 46.3 107.1
Entertainment and catering 2.85 3.21 1.74 12.8 -45.9
Transport 5,68 6.33 - 8.00 11.4 26.5
Public utilities 0.89 .18 0.59 -80.0 231.5
Government & statutory bodies 33.58 28,80 33.67 -14.2 16.9
Construction & land development 18,03 25.48 25.38 41.3 ~-0.4
Professional & other services 3.18 3.36 2.83 5.5 15.9
Personal 59.79 77.73 96.54 31,0 24,2

Source: The Eastern Caribbean Central Bank (ECCB).

Total deposits grew by 19.0% in 1984 compared with a 22.5% growth in 1983,
Time deposits accounted for the greater part of this increase, having grown at
the much faster rate of 24,9% compared with the 13.8% and 11.9% growth in
savings and demand deposits, This high annual growth rate in time denosits was
sustained by the considerable increases in interest rates during the first
quarter of 1984, Most of the increase occurred in the early part of 1984; and
there was actually a temporary decline in the third quarter of 1984 which was
probably the lagged response to the lowering of interest rates during the second
quarter of 1984, The increase in interest rates was mainly the result of the
licuidity crisis in 1983 which caused banks to raise their deposit rates to
become more competitive with international rates, leading to a substantial
increase in private sector deposits, The corresponding decrease in credit
demand in early 1984 caused the licuidity situation to ease and the loans to
deposits ratio moved from 84.5% in 1983 to 82.9% in 1984, The Statutory Bodies
increased their net deposit position by ECSm6.1 during 1984.

(b) Fiscal policy

Following a decline in 1983, government current revenue increased by 14%
from ECSm87.8 to ECSm100.1 in 1984, as a result of the increase in consumption
taxes and import duties., This increase reflects the improved performance of the
Customs Department following the re-organization carried out during 1984.
However, the contribution from this form of indirect taxation is below that
which might be expected given the larger increase in imports, and is probably
the result of the import duty exemptions granted under the fiscal incentive
programme and the Hotel Incentive Act, Direct taxation increased by 32.5% as a

14
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result of improved enforcement by the Inland Revenue Department and the
employment of additional revenue-collection officers to follow-up on arrears.

Current expenditure had grown considerably in recent years up to 1982 but
dclined in 1983 to $ml00 and remained at the same level in 1984, The Government
sought to control public expenditure by restricting employment in the public
sector, especially that of casual temporary workers, New positions on the
establishment had to be approved by the Ministry of Finance, and vacant
positions were only filled in cases where it was deemed absolutely necessary.
As a result of these and other efforts current expenditure increased by only
$m0.2 during 1984. :

Capital expenditure which had declined in 1983 as a result of the fiscal
difficulties and a decline in official foreign financing, increased in 1984 to
EC$ml04 from ECSm32.7. Owing to the large increase in external debt, and the
subsequent build-up in payment arrears, the government has, during 1984, avoided
borrowing for development projects and most of the projects undertaken during
the period were financed by grants.

Table 14
ANTIGUA AND BARBUDA: GOVERNMENT REVENUE AND EXPENDITURE
(EC dollars million)

Growth rates

1982 1983 1984P 1983 - 1984P

Current revenue 93.6 87.8 100.1 6.1 14.0
- Direct taxes 11.8 11.7 15,5 -0.8 32.5
- Indirect taxes 56,9 58.9 67.8 3.5 15.1
- Non-tax revenue 24.9 17.6 16.8 -29.3 -4.,5
Current expenditure 112.1 100.6 100.8 -10.3 0.2
Current account balance -18.5 -12.8 -0.7 v oo
Capital expenditure 40,6 32,7 104.0 -19.5 218.0

Source: The International Monetary Fund (IMF).

The Government has experienced difficulties in servicing its external debts
and, during 1984, an Exim-Bank loan for the Deep Water Harbour was rescheduled,
while negotiations were in progress at the end of 1984 for the re-scheduling of
another loan. The servicing of its external debt will continue to place a major
strain on government finance in the near future,

The thrust for 1985 will be to continue to seek to reduce current
expenditures and increase revenue collections,
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BAHAMAS
1. Recent economic trends: Introduction and summary

- Preliminary estimates indicate that economic growth will not exceed 1% in
1984, compared with an increase in Gross Domestic Product (GDP) of 2.5% recorded
for the previous year, The year was characterized by restraint in domestic
activity and steady though unspectacular growth in the external sector,

Table 1
BAHAMAS: MAIN ECONOMIC INDICATORS
1980 1981 1982 1983  1984°
A. Basic economic indicators =
GDP {million Bahamas dollars) 1 166l 1 240 1404 1 440e 1 454e
Population (thousands) 210 214 218 222 226
Per capita GDP {current
Bahamas dollars) 5 552 5 794 6 440 6 486 6 433
Growth rates
B. Short-term economic inidactors o
GDP at current prices 4,5 13.2 2.5 1.0
Per capita GDP at curr, prices 4.4 11.1 0.7 0.8
Current value of exports of
goods and services 23.5 -0.4 1.9 11.3 6.2
Current value of imports of
goods and services 31.7 4.5 0.7 10,2 7.1
Consumer price index Dec-Dec. 12.1 8.3 4.6 3.5 4.6
var, between annual averages 12.1 11.1 4.0 4.0 3.9
Money 5.6 4.3 6.1 12,7 29.2
Current income of government 20.8 14.0 -2.8 5.8 12.4
Fiscal deficit/total expenditure
of government (%) 3.2 21.5 25.9 25.5 5.9

Millions of dollars

C. External sector

Trade balance (goods & services) 102 -78 -49 -7 -12
Balance on current account ~15 =74 -45 ves =10
variation in net international

reserves (— indicates increase) -14 -11 -11 ~-10 -39
Total international reserves

{minus gold) 92.6 100.1 113.6 123.7 162.7

§ource: ECLAC on the basis of official data.
Census at 12 May. Estimates after 1980 do not include net migration.

While agriculture has registered continued growth for the second consecutive
year its contribution to GDP is still small and fishing did not perform as well
as in 1983,

Tourism the major contributor to GDP, had a year of steady growth although
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the pace of growth was not as good as 1983, earnings failing to exceed the rate
of inflation,

Foreign investment capital inflows which provide the major portion of
investment, and the basis of commercial construction, have declined so that the
value, if not the number, of construction projects completed or underway in
1984 has fallen, This is due to the lull in hotel construction discernable in
1983 and confirmed for 1984.

The merchandise trade deficit increased slightly, but exports grew much
faster than imports, The surplus on services actually fell however, due to
increased interest payments while capital flows increased, and the reserves
recorded a substantial increase, The external debt was marginally reduced,

While the current expenditures of government increased, there was also an
increase in revenue and a decrease in capital expenditures resulting in a
significant reduction in the fiscal deficit. Credit restraint continued to be a
major tenet of policy, the growth in total commercial loans being held to 1.9%,
increases being registered only in Tourism and Transportation.

As a result of restrained economic activity the domestic contribution to
inflation was dampened, with an overall price increase of 4,6% being registered
between December 1983 and the end of 1984,

2. Trends in economic activity
(a) Global trends

Preliminary estimates are that GDP growth will not exceed 1% for 1984. . This
compares with the 2.5% growth for 1983. The projections for 1984 must at this
stage be treated only as a rough approximation since there are certain
unresolved questions relating to the balance of payments and particularly $m84
surplus appearing under errors an omissions, a portion of which might
subsequently be transferred ¢to the current account, Exports of goods and
services might therefore register a growth in excess of the current rate. It is
however fairly clear that investment has fallen substantially since building
activity and government capital expenditure is significantly reduced and that
consumption has grown as a proportion of GDP from the 71% reistered in 1983,
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Table 2a
BAHAMAS: TOTAL SUPPLY AND DEMAND AT CURRENT PRICES
(Millions of dollars)

% %
breakdown growth

o —_—

1982 1983F  1984% 1983 1984 1983 1984

20 M® -

WoMND

Total supply 2580.2 2 734.2 2 840.1 189.9 195.3 6.1 3.
GDP at market prices 1 404.5 1 439.7 1 454.1 100.9 100.9 2.5 1.
Imports of goods
and services 1175.,7 1 294,5 1 386,00 89,9 95,3 10.1 7

Total demand 2 580.2 2 734,2 2 840.1 189.9 195.3 6.1 3.
Domestic demand 1416.2 1 439.1 1 4646 99.9 100.7 1.6 1

Gross domestic

investment 382.1 336.1 282.3 23,3 15.8 -12.0 -19.
Total consumption 1034.,1 1 103.6 1 182,3 76.6 84.9 6.7 7
Public 209.5 2421 261.8 16.8 18.0 15.6 2}
Private 824.6 860.9 920,55 59.8 £3.3 4.4 f.

Exports of goods

and services 1 164,0 1 295,1 1 375.5 89.9 94,6 11.3 6.

Source: ECLAC estimates on the basis of official data.
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Table 2b
BAHAMAS: FEXPENDITURE ON THE GROSS DOMESTIC PRODUCT: ALL BAHAMAS -~
CURRENT PRICES '
(Millions of dollars)

1980°P  1981P  1982P 1983 1984

General government fina

consumption expenditure 168.0 197.6 209.5 242.1 261.8
Private final consumption
expenditure 666,1 760.3 824.6 B60.9 620.,5
Private final consumption
expend, of resident household 650.8 738.2 801.1 836.3
Private non-profit institutions
serving households 15.3 22,1 23.5 24.6 -
Gross capital formation 302.0 307.4 382.1 336.1 282.3
Increase in stocks 31.3 20.9 36.4 22,9
Gross fixed capital formation 270.7 286.5 345.7 313.2 .
Building construction {including
residential & non-residential) 90.2 104.7 150.1 170.6
Other construction, land
development, etc, 66.4 111.7 120,3  68.9
Other 114.1 70,1 75.3 73.7
Exports of goods and services
of which 1147.1 1 142.5 1 164.0 1 295,1 1 375.5
Tourism: (595,5) (639,1) (670,1) (770.,2) (784.3)
less: Imports of goods & services 1117.5 1 167.5 1 175.,7 1 294,5 1 386.0
Equals: Gross domestic product 1165.7 1 240.3 1 404.5 1 439.7 1 454.1
Net property & entrepreneurial
income received from abroad -113.6 -138.8 -115.0 -122.8
Gross national product (GNP) 1052,1 1 101.5 1 289,5 1 324.5

ource: FECLAC estimates on the basis of official data.

Government non-tax revenue is deducted (excluding revenue from government
roperty, interests and reimbursements of loans).

Credit less debit of the items, interest, dividends and profit on current
gccount of balance of payments.

Gross capital formation figures have been adjusted to include all of

the Bahamas.

(b} Growth of the main sectors

(i) Agriculture: Agriculture continues to increase its contribution to
GDP although this is still relatively small, The sector also has the greatest
potential for future economic diversification, but, while ample quantities of
arable 1land exist in the family islands the major constraints to agricultural
growth, which is an adequate supply of labour, will remain as long as the highly
remunerative services industries and the construction sector are able to absorb
new entrants to the labdur force. The demographic imbalance, in which New
Providence already accounts for over 64% of the population while only 1.5% of
the land area, will also continue unless the full potential of agriculture can
be realized,
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Government policy has therefore paid some attention to agriculture with
priority projects in beef, dairy and small stock production as well as animal
feed, o0il seeds and fruit and vegetables being earmarked for the northern
islands, For the south-eastern islands small stock production projects have
been identified, For 1984 training in agriculture was alse increased,

The wvalue of farm crop production grew by 25% over 1983, the major
contribution being in fresh vegetables, some products such as cucumbers, persian
limes and papaya being grown for export to the United States where good market
potential exists, Fruit production 1is a fast growth area attracting 1.S.
capital for production to satisfy U.S, markets. New projects were approved in
1984 to greatly expand fruit production, Meat production declined by 12% but
poultry meat production increased by 21 percent,

Table 3
BAHAMAS: ESTIMATED VALI_JE OF FARM PRODUCTICN

Millions of dollars Growth rates

1980 1981 1982 1983 1984 1981 1982 1983 1984

Fruit and vegetables 3.9 6.0 7.0 8.8 12.0° s55.0 16.7 25.7 36.4F
Meat (beef & mutton) 0.5 0.7 0.7 ¢.8 0.7 38.5 2.8 14.3 -12.5
Poultry products 15.4 19.6 15.1 17.2 20.9 27.6 =22.9 13.9 21.5
Total 20,3 26.9 22.9 26.8 33,6 32.9 -15.2 '17.0 25.4

Source: Data supplied ECLAC.

Fishing 1is at present an impertant activity although its potential 1is not
being fully realized. A UNDP fisheries survey conducted in 1984 confirmed that
shallow water fishing resources were under utilized, For the short to medium -
term small scale artisanal operations based on the harvesting of scale fish and
conch will form the bulk of the industry and given the geographic
characteristics of many small widely disversed islands separated by shallow

water such operations will prove most efficient, Efforts continued in 1984 to
upgrade the skills of such fishermen through training in engine repair,
navigation, boat handling and the uses of more modern fishing gear, Credit to

fishermen to purchase motors and equipment was, however curtailed in 1984 in a
general economy wide contraction of credit. The programme will resume in 1985,

For 1984 the first harvest of commercial shrimp farms was also reaped, This
activity promises to be a growth area for the future. Tilapia farms are also
being developed as well as the breeding of exotic tropical fish for export.

Crawfish exports constitute the major current activity of the industry.
Exports increased by 26% in value to almost Sml7 and by 18% in volume.  Conch
and turtle catches increased by 27 and 33% respectively but the catch of
scalefish declined.
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Table 4
BAHAMAS: VOLUME OF MARINE PRODUCTS LANDED

Metric tons Growth rates

1980 1981 1982 1983 1984 1980 1981 1982 1983 1984

Crawfish 486 273 396 367 434 9,7 -43,8 45,1 -7.3 18,2
Conch 257 353 311 347 252 16,3 37.4 -11.9 11.6 27.4
Turtle 23 19 18 18 24 '50,0 -17,4 =5.3 - 33.3
Other 1267 1367 1 303 1451 985 49.6 7.9 =-4.7 11.4 -32.1
Total 2033 2013 2028 2183 1695 25,0 -1.0 0.8 7.6 -22.4
Source: Data supplied ECLAC,

{ii) Tourism: Tourism continues to be the single most important activity

in the Bahamas, It is estimated that in 1984 tourism earnings at Sm800 amounted
to more than 50% of GDP and the Bahamas Tourist Board estimates that over 40% of
the labour force is engaged in activities either directly or indirectly related
to the industry. With an annual visitor to population ratio of 10:1 it must
also have one of the highest tourism densities and the highest per capita
earnings from tourism,

The steady growth which has characterized the industry in the past continued
in 1984 though at a slower rate than in 1983, There is some evidence to
indicate that this is due to the continued appreciation of the US dollar to
which the Bahamian dollar is tied. Accordingly, the growth in arrivals which
was 4,5% for the period under review, was achieved despite a decline in arrivals
from all destinations except the United States which now increases its share of
the market from 85% in 1983 to almost B87% in 1984.

The number of cruiseship visitors increased by 6.2%, a faster rate of growth
than stopover visitors, and since the average length of stay of stopovers has
decreased marginally, the slower rate of growth of visitor expenditures than
arrivals is not surprising. Day transit visitors have also declined by 10
percent.

The industry is becoming increasingly concentrated in New Providence which
increased its share of visitor arrivals from 54% in 1983 to 58% in 1984, Grand
Bahama Island had its share decline in 1984 to 25%, the remaining 17% of
visitors being distributed in the family islands,

Tourism policy in 1984 has tended to focus on diversifying the geographic
origin of guests. Because of the realities of international exchange rates this
has tended in practice to mean diversifying the origin of guests from
destinations within the United States, primarily by shifting its focus from the
South and FEast Coast markets solely, to the West Coast, which also has the
positive effect of increasing business in the summer months., An important side
effect of dependence on the U.S, is however the reduced length of stay of
stopovers, since travellers are tending to take short vacations at closer
destinations and longer vacations to distant places,

Policy efforts to resuscitate activity in Grand Bahama and increase the
share of the family islands in the industry have not been well rewarded so far,
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Nevertheless a policy study completed in 1984 will result in increased efforts
to upgrade facilities in Grand Bahama Island while special events and incrased
promotional effort will aim to increase consumer awareness of the family
islands,

Table 5
BAHAMAS: SELECTED TOURISM STATISTICS
]
Change
1982 1983 1984 1983 1984

Total visitors: 1 947 740 2 224 090 2 325 000 14.2 4.5
of which:

Stopover 1 101 130 1 239 750 1 305 000 12.6 5.2
Cruise 719 590 854 000 907 000 18.7 6.2
Total no, of hotels 191 200 209 4.7 4.5
Total no. guest houses
Average no, hotel and

guesthouse rooms 11 786 13 233 13 792 12.3 4.2
Average no, hotel and
guesthouse beds 25 631 29 039 28 019 13.3 -=3.,5
Average hotel & guesthouse

Loom occupancy rate 5B8.2% 63.3 61.0 .o .
Average length of stay _ 1

(stopover visitors) 5.56 5.34 . 5,157 ... -
Total visitor expend. (S$m) 654.4 770.2 800.0 17.7 3.9
of which:

Stopover visitors 611.1 715.0 744.0 17,0 4,0
Cruise visitors 39.2 49,1 50.0 25.2 1.8

Percentage of total visitor arrivals

United States 82.7% 84.8 86.7
Canada 7.5 7.0 6.5
United Kinadom 2.0 1.4 1.4
Other Europe 3,2 2.2 1.5
Caribbean )

Latin America {(South & Central)) 4.6 4.6 3.9
Other )

§ource: Ministry of Tourism,
Nights,

(iii) Construction: The contribution of building construction continues
to decline for 1984 although this is to be seen in relation to particularly
dynamic growth in the early 1980°s, Central Bank estimates indicate that
construction expenditures, deflated by the U.S. construction cost index declined
by 16% .for 1984, This follows a decline of 7% in 1983,

The trend of the past 2 years seems about to change however, since building
permits issued in 1984 increased by 34% over 1983 and the number and value of
buildings started increased over the previous year., The major share of activity
is in residential rather than commercial construction., A further examination of
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the data also shows that the increased activity 1is taking place in New
Providence and the family islands but that new construction in Grand Bahama
Island is declining.

Table 6
BAHAMAS: CONSTRUCTION INDICATORS
% rate
1981+ 1982* 1983 1984 1984

Ruilding permits issued

Number 1 047 2 061 . 3 019 3 541 11.3
-value ($ million) a9 188 1 160 215 34.4
Buildings starts

Number 1 046 1 206 1 567 1 733 10,6
Residential bldg. starts

value ($ million) 40 58 79 85 7.6
Comm/industrial starts

Number 113 109 165 194 17.6
Value ($ million) 63 81 29 37 27.6
Building completions

Number 621 653 934 1 165 24,7
Value ($ million) 35 54 185 75 -59.4

§ource: Central Bank of the Bahamas, Quarterly Review, and data supplied ECLAC,
New Providence only.

Public policy has tended to encourage home ownership and has provided
incentives for low income purchasers, A 3 year housing incentive programme
became effective in July 1984 to assist persons wishing to acquire dwellings
costing less than B$35 000. The scheme is expected to assist 2 000 homeowners.
In addition, the Bahamas Mortgage Corporation which commenced operations in
November 1983, is government sponsored and has the objective of extending
mortgages to potential homeowners not able to satisfy conventional lending
¢criteria, Mortgages of the value of Sml0 were extended in 1984, though the
efforts of the Central Bank to control licuidity have temporarily reduced the
supply of NMational Insurance funds available €for this facility.

Commercial building starts also registered an increase over the previous
year, but are somewhat less in both volume and value than for residential
building. - Credit extended by the commercial banks for construction also
declined from the previous year by 4 percent.

Public sector activity concentrated mainly on road repair and maintenance,

-and airport construction and upgrading. For a number of reasons, including a

desire to reduce the budget deficit, but also due to absorptive bottlenecks,
capital expenditure was 48% below the figure budgeted for the year.

‘ (iv) Manufacturing: The contribution of the manufacturing sector to GDP
remains small though Central Bank estimates suggest increased exports from this
sector, of about 20%, It is, however, 1in the process of changing its
composition. '
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In the 1970°'s manufacturing was dominated primarily by petroleum refining
for the U.S. East Coast and by cement production to service the building
construction boom in nearby Florida, Since that time cement output has steadily
declined and has subsequently ceased. Similar shifts in the pattern of
production and consumption of petroleum in the U.S, 1is rendering the refining
and transhipment facilities in Grand Bahama less relevant so that throughput and
employment have accordingly been declining, Similarly the production of
aragonite has also shown a downward trend, Ffrom exports of $m5.5 in 1977 to
$m2.1 for 1984,

Future growth potential has been identified in 1light manufactures. The
production of pharmaceuticals for export to the United States continues to be a
profitable activity., Efforts to revitalize the Freeport activities in Grand
Bahama Island and develop similar facilities in New Providence were expedited in
1984 new impetus coming from the fact that the Bahama Islands have been
designated as a heneficiary under the Caribbean Basin Economic Recovery Act,
Exports of garments and garment components have been identified as areas of
potential growth under the U.S. 807 legislation, c¢lose proximity to the U.,S,
being considered to give the Bahamas a comparative -advantage in these
activities,

Concomitantly, a programme of import substitution is being attempted in
light manufactures though this i1s constrained by domestic resources both human
and material and the revenue benefits which accrue to government from imports,
Agro—industry to process fish and locally dgrown fruits and vegetables hold the
most promise, Processing facilities for fish came on stream in 1984 operating
at reduced capacity. They should become fully operational in 1985, A Food
Technology Complex was alsc completed in 1984 to increase the processing and
preservation of locally produced foodstuffs.

Efforts to induce foreign investment under the Industries Encouragement Act
continue, with nine companies registered for 1984, a performance similar to that

of 1983.

(v} Energy: Petroleum imports for domestic consumption increased by 5% in
volume bhut 7% in value. Increased consumption of most products was recorded
with the exception of diesel fuel and lubricants. The greatest increase in
volume was recorded in Jet aircraft fuel at 5% but motor dasolene, aviation
gasolene, propane and bunker C also increased,

Fuel imports for foreign bunkering declined in volume by 23% and value of
142 and gives a somewhat false impression about petroleum consumption since
bunkering is a service industry contributing to the transport account,
Nevertheless petroleum imports continued to fall in importance in relation both
to total imports and domestic exports,
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Table 7
BAHAMAS: OIL IMPORTS FOR LOCAL CONSUMPTION
Thousand barrels and
million dollars Growth rates
1982 1983 1984 1982 1983 1984
Total local consumption
Volume 6 525 6 784 6 412.0 -16.0 4.0 -9.5
Value 221.3 219.2 212.8 -20.1 -0.9 -2.9
Total domestic consumption
Volume 3 157 3 243 3 416.0 0.3 2.7 5.3
Value 119.0 112.8 121.3 -3.6 -5.2 7.5
Foreign bunkers
Volume 3 368 3 541 2 726.0 -27.1 5.1 -23.0
value 102.3 106.4 91.4 -33.4 4.0 -14.,1
Source: Central Bank of Bahamas, Quarterly Review,
Table 8
BAHAMAS: RATIO OF SELECTED AGGREGATES

1979 1980 1981 1982 1983 1984
Petroleum importslftotal
Imports 1 0.32 0.36 0.33 0.28 0.26 0.23
Petroleum imports™ /domestic
exports 1 1.03 1.49 0.57 1.00 .90 0.71
Petroleum imports™/GDP 0.16 - 0.22 0.16 0.15 ces
Total foreign currency debt/GDP 0.05 0.03 0.07 0.10 0.11 S
Total foreign currency debt/
domestic exports 0.32 0.20 0.50 0.66 0.66 0.51
Petroleum imports and foreign
currency debt/domestic exports
and net total receipts 0.34 0.48 0.48 0.49 0.49 0.40
Total foreign currency debt . . 57.6 148.0 162.7 153.,6

§ource: Calculated from official data.
Petroleum imports for local consumption,

' Recent data Ffor the generation and consumption of electricity are not
available for all the Bahamas, Preliminary estimates based on the first nine
months of 1984 for New Providence indicate increases of 13% in electricity
generated and 10% in electricity sold for the same period for 1983, Domestic
household consumption also increased by 9.6% while sales for commercial and
industrial purposes increased by 11 percent,

) 3. The external sector
The deficit in merchandise account increased only marginally in 1984 due to

good performance and a relatively low rate of increase of imports, Notably, oil
imports decreased due mainly to reduced foreign bunkering.

10
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Table 9
BAHAMAS: BALANCE OF PAYMENTS
(Millions of dollars)

%
Change
1981 1982 1983 1984 1984
Merchandise (net) -653 -560 -604 -608 1.3
Exports 176 222 245 298 21.6
Imports -829 -782 -849 -906 6.7
Services (net) 581 511 597 596 ~0.2
Travel 548 539 660 679 2.9
Other 33 -28 -63 =83 31.7
Net transfer payments -3 -4 7 2 -71.4
Balance on current account -74 -45 - -10
Capital account 163 71 7 -35
Long-term capital 141 72 ‘ 16 -13
Official 54 72 16 18
Private sector 87 25 3 ~10
Short-term capital - - - -
Other capital 22 -1 17 =17
Errors and omissions -79 -15 11 84
Global balance
Reserve movement ~11 -11 -10 -39

Source: Central Bank of the Bahamas, Quarterly Review,

The services account surplus declined marginally despite strong performance
in tourism. Expenditures of Bahamians travelling abroad increased faster,
however, at 10.7% Transport showed reduced performance, in part due to reduced
bunkering of ships but the major drain on the services account came from an
increase in interest payments by the Bahamas Government to meet its external
debt,

Table 10
BAHAMAS: INDICATORS OF EXTERNAL DEBT
1982 1983 1984P
Public external debt 93.5 113.4 113.0
Servicing of total external debt oue 11.0 18.6
Amortization sea 1.5 0.2
Interest payments “as 9.5 18.4

Source: Central Bank of the Bahamas,

Private transfer payments abroad of persons living in the Bahamas increased
by 30%, while government transfers to the Bahamas also declined thus accounting
for the 71% decline in net transfers, :

The long-term capital adcount moved into deficit for 1984 from a surplus in
previous years due in part to reduced inflows but also to repayments by both
public and private sectors. -

11



COMMCONWEALTH OF BAHAMAS

gtill unreconciled at the time of writing is a credit of $m84.6 a portion of
which might belong to tourism earnings and perhaps other merchandise exports.
The result is nevertheless a surplus in the balance of payments and a net
accumilation of reserves for 1984 of 339 million, '

The public external debt declined slightly for 1984 though interest payments
increased by 93 percent.

4, Prices

Judged on the basis of annual average variation, consumer prices continued
to . fall, averaging 3.9% for 1984. The index for variations hetween December
1983 to December 1984, however, indicated a growth of 4.6% which exceeds the
3.5% recorded for 1983,

Food prices recorded moderate increases while health care and recreation
recorded increases in excess of the average at 8.8% and 8% respectively.

12
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Table 11 1
BAHAMAS: EVOLUTION OF DOMESTIC PRICES

Weight 1981 1982 1983 1984

Annual averages

Consumer price index (all items) 1 000 212.6 225.4 234.6 243.8
Food 343 244.0 260.5 264.1 268.6
Housing 250 171.2 180.8 194.1 203.3
Clothing and footwear 101 234.8 252.6 266.0 282,2
Transport 91 214.2 225.9 240.4 252.5
Health and personal care 70 200,1 212.1 222.1 227.2
Recreation and reading 44 203.4 209.0 218.9 231.4
Other gocds and services 101 197.9 205.9 213.,7 ~ 225.6

Variation December to December

Consumer price index {all items) 8.3 4.6 3.5 4.6
Food 12,1 3.3 3.5 2.1
Housing 6.1 5.3 6.9 4.5
Clothing and footwear 5.1 10.0 3.7 5.0
Transport 4,2 7.4 3.6 6.4
Health and personal care 7.8 5.0 2.9 8.0
Recreation and reading 13.7 =-2.0 5.7 8.8
Other goods and services 19.8 1.9 3.7 9.0

Annual average variation

Consumer price index {all items) 11,1 6.0 4,0 3.9
Food 14.8 6.8 1.4 1.7
Housing 8.4 5.6 7.4 4.8
Clothing and footwear 8.3 7.6 5.3 6.0
Transport 6.6 5.4 6.4 5.0
Health and personal care 10.6 6.0 4.7 2.3
Recreation and reading 12.1 2.8 4.7 5.7
Other goods and services 10.8 4.0 4,0 5.6

ource; Department of Statistics, Retail Price Index,
New Providence Island only, where 60% of the Bahamian population live,

5. Monetary and fiscal policy

(i) Monetary policy

For 1984 a policy of credit restraint has been maintained, emphasis being
placed on credit for productive purposes,

Money ‘supply M, at December 1984 recorded a significant increase over the
same period in the previous year with demand deposits increasing by 34 percent.

13
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Table 12
BAHAMAS: MONETARY BALANCE

Millions of dollars Growth rates

1981 1982 1983 1984 1981 1982 1983 1984

Money (Ml) 149 158 178 230 4.2 6.0 12.7 29.2
Currency™ outside banks 37 41 45 51 12,1 10.8 9.8 13.3
Demand deposits 11z 117 133 179 1.8 4.5 13,7 34,6
Factors of expansion 575 683 756 834 11.0 14,4 11.2 10.3
Foreign assets (net) -3 37 63 111 va . - 76,2
Domestic credit 578 646 693 723 12.7 11.8 7.9 4.3
Government (net) 113 112 150 163 25.6 -0.9 33.9 8.7
Private sector 466 533 547 560 10.4 14,4 2.8 3.1
Factors of absorption 426 525 577 604 13.56 17.4 10.8 4,7
Quasi money 324 409 452 469 13.3 17.9 11.5 3.8

Savings deposits 101 108 123 141 6.3 6.9 13.9 14,6
Time deposits 213 258 280 292 22.4 21,1 8.5 4.3
Other deposits 10 43 48 36 cae 530.0 1l1.6 -25.0
Other items (net) 103 116 125 135 17.0 12.6 10,3 8.0

Source: Central Bank of the Bahamas, Quarterly Review, and data suvplied ECLAC,

While net foreign assets increased by a huge 76% domestic credit was
contained to a much slower rate of expansion 4.3%, which was in fact slower than
the rate of inflation for the period. Credit to government continued to grow
faster than to the private sector, but government efforts to attain fiscal
balance were reflected in the reduced rate of growth, from 34% in 1983 to almost
9% 1in 1984, Credit to the private sector grew marginally faster than in the
previous year but was less than the rate of inflation.

Quasi money increased by 3.8%, savings deposits at 14,6% once again growing
faster than term deposits.

A breakdown of commercial hank credit by sector is set out and shows a
modest growth of outstanding credit of 2,6%. Tourism and to a lesser extent
transport, were the only sectors registering an increase over the survey period,
Personal loans declined by 10% and credit to government contracted by 2.7
percent, '

Towards the end of ‘the year, credit tended to increase faster than in the
- first three quarters, treasury bill rates advancing by 1.1% in the final
quarter. Prime rate and bank rates remained unchanced, however at 11% and 10%
respectively. '

14
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Table 13
BAHAMAS: LOANS AND ADVANCES OF COMMERCIAL BANKS

Million dollars at

Sector yvear end Growth rates
1982 19383 1984 1982 1983 1984
Agriculture and fisheries 5.4 6.0 5.7 -15.6 11.1 -5.0
Manufacturin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>