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SUMMARY AND CONCLUSIONS

This report surveys, in Part I, the various aspects of the
financing of the foreign trade of the English-spesking Caribbean
countries, including the major institutions involved and the main
policies &and problems. Special mechanisms for trade finance are
concsidered in Part 11, including the possibilities for using various
alternative or innovative techniques and policies which might benefit
the region. A statistical overview of the role of intra-regional and
extra-regional trade in the economies of the Caribbean countries is
contained in the Appendix,

The vast bulk of the export trade of the English-speaking
Caribbean countries passes through ordinary short-term commercial
financing and payments channels, largely involving the commercisa)
banking syvstem. In addition. in most of the countries of the region.
there is available, at least in embryonic form, a governmental
institution which provides credits, guarantees, or insurance, usually
through the commercial banking system, aimed at facilitating exports --
but the systém is uneven in scope and gquality among the countries of
the region, and there are considerable gaps in coverage.

As to imports into the region, capital goods are normally financed
with medium or longd-term privste export credits loften supported by
official guarantees or insurance from governiient agencies 1n the
exporting country) or with grants or long-term loans from bilateral or
multilateral aid institutions. However., the bulk of imports to the
countries of the region -- food, raw materials, and light manufactures

—— normally follow private commercial channels for their financing
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{although here too short-term private supplier or buyver credits are
sometimes supported by official guarantees or insurance by the
exporting country!}.

In surveying trade finance, this report first considers the role
of officially supparted import and export finance, particularly the
role of expeort credit and insurance sgencies, before considering the
banking system more generselly. In the first place, it is important to
try to put into perspective the wide differences among the countries of
the regicn in the extent to which they benefit from such official
support from develeped countries for the financing of their imports;
this support can come in two ways: either 1Y in the forw of grants or
loans from aid agencies or 2) in the form of export credits (from
offiéial agencies, or guaranteed or insured by official institutions in
the develorped countriesd.

In 1985, three-fourths of total imports to all developing
countries came fron the QECD {ahnout D58 300 billiondy., OF these
ipports. $42 billion {14%) were financed by disbursements of officisal
aid from bilateral or multilaterzl agencies funded by the 17 DAC member
countries: $25 billion (8%¥) were financed by disbursements under
officially supported medium and long-term export credits; and an
estimated $53 billion (18%) were financed by disbursements under
officially supported short-term {(under one-year) export credits. Thus
a total of 40% of all imporis from OECD countries by all developing
countries were officially supported in some form.

As to the individual Caribbean countries. it is clear that with
regard to aid {(other than export credits) as a source of finance for
imports, the Bahamass and Trinidad receive only negligible amounts.

Barbados only modest amounts, and Belize, Guyana and Jamaica major
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amounts. In addition, among the OEC3 islands. Grenosdsa and Dominica are
slso highly dependent on aid flows,

The estimates for officially supported export credits from OECD
countries appear to be highest for Jamaica and Trinidad (snd above the
average for all developing countries), the Bahsamas snd Belize are
somewhat less than the average, Barbados 1z well hbelow average, and
Guyana is particulasrly small: these divergences are the result of
conflicting motivations on the part of sellers in the OECD countries
and the formulaters of creditworthiness standards for the exyort credit

agencies in OECD. Thus the high figure for Trinidad reflects a strong

ot

demand for continued insurance cover there on the p of exporters in

T

e
ORECD countries along with a continued willingness to provide such cover
despite foreign exchange shortages, though some afencies mav make s
surcharge for coversage. The high figure for Jamaics may particularly
reflect the effect of debt rescheduling exercises there. which take the
form of providing new gross credits to offset pavments due -- so that
actual new coverade may be far more limited, given the sprarently tight
rules and high surchardes which some export ecredit afdencies are
applying and given also the limitations on this tvps of credit which
have no doubt been included in the rescheduling exercises. The
relatively low figure for Barbados may reflect its high
creditwofthiness sg that there mav be only limited demand for cover.
The extremely low estimate for Guyana reflects the virtual suspension
of most export credit insurance cover in the light of the debt
servicing problems and the sccumulated arrears of that country.

Data on the operation of 19 export credit insurance or guarasntes
agencies in OECD countries for. the H-year period 1982 Lo 1988 can throw

light on the performance of similar institutions in the Caribbean
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regdion., OQECD export credit adencies insured or guakantoed ahout.
7.5.3500 to $600 billion in exports or roughly 10% of their total
exorts for the five-year period. 60 tg 65% of insured exports went to

developing countries, representing about 25¥ of all OECD exports to

w2

developing countries. During the five-year periowd. the 19 agencie
incurred losses totalling 5T 10.5 billion, or about 2% of total value
insured -~ which can be viewed as a subsidy cost, originating from
competitive pressures, which may have expanded the volume of exports
and may have benefited buyers. However, most of the adencies professed
to aim at making profits or breasking even on most of their insurance
and guarantee services, and the losses reflect both rizing claims and =
declining trend in the value of insured exports (at least in part the
result nof declining exports from OECD to developing countries, which 1n
turn may be largely attributable to the debt ecrizis in developing
countries?).

With respect to the terms for officisally supported medium and
long-term export credits, OECD countries for years had sought to
restrain the considerable competition which had grown up among
exporting countries in subsidizing the sale of their capital goods
exports. Finally, the "Arrangement on Guidelines for Officially

Supported Export Credits,” also known as the OECD "Consensusg, " came
into force in April 19878 amond 22 member countries. It sets limits on
the terms and conditions for export credits with a durstion of two

vears or over and which are officially supporfted (1., "are diven.

subsidized, refinanced, guaranteed or insured by export credit afencies

?

L)

in the form of either supplier or buyver credits” [15, p. 1), In

il

general, for most participants, use of the Conzensus rates requires a

subsidy as compared to their own market rates —— a subsidy which is
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thus passed on to the recipient borrowing country.

In considering financing sources for the Carihliean region which
may have some possible subsidy element.for imports. and in considering
competition in ecredit terms which may face the regiqn’s exporters,

attention also needs to be paid to the growing numher of export credit

4]

institutions in other developing countries. From both these points of

y

m,

rge

view it is well to note that non-OECD export finsnce agencies ch
tyrically somewhat lower interest rates than those in the Consensus,
They also provide buyver credits, typically in U3% at fixed rates —-— and
the rates are likely to be standard for all countries. They may also
provide longer maturities. Finally, sexport credit cover has not been
restricted to other developing countries in the way in which OECD
agenries have cut back in the face of increasing claims and balance of
payvments problems.

As to the region itself, operations of agencies serving Barbados,
Jamaica, Trinidad & Tobago, and the OECS countries. as well as some
region-wide 1nstitutlions, are_deseribed in some detail in the report,
below. Only Jamaica. Barbados, and Trinidad have substantial official
export credit or insursnce operationg in the region. Even here, some
users have complained about high collateral réquirements and inadequate
interest rate subsidies, given the high priority for exports and the
nature of foreign competition in credit terms. Hew region-wide
developments in the form of a Caribbean Export Bank should plav =
much-needed role in broadening and improving export credit support and
~insurance throughout the redion.

For the region as a2 whole, the dominant feature of the commeroiﬁl

bankind system is the very prominent role of branch offices or .

subsidisaries of major multinational banking institutions --
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rarticularly Capadian snd British., Generally. the coumercial banks in
most of the region have recently bheen highly liquid, which has meant.
- relatively low interest rates for depositors; at the same time, lending

rates to borrowers have remained high -- and the spread between the two

T

sed the hope

b

rates has grown. Some government officials have expre:

[rg]

that the arrival of new more aggressive banks in some parts of the
regicon will inject competition into what ig in some places a highly
uncompetitive system -— particularly in short-term trade credit.
Merchant banks play an active role in trade finance in Trinidad &
Tobago and in Jamaica, addindg flexibility to the system, and a well
financed region-wide merchant bank could fill an important role.

The role of development banks in various countries of the region

in fostering export development and of the central banks in regulating

7!

trade finance, particularly through the exchande contol system, i

described in the report below.

As to developmnent banks, there is considerable concern that many
countries of the region now lack true development banking, with many of
the institutions effectively negotiatingd commercsial rather than
development loans. It is difficult %0 get. real export expansion
without proper development b&nking: with cereful development-oriented
project evaluations, lending direct to end users, and
self-collateralized projects: risk taking is needed on new export
proposals ——’and venture capital should bhe fortheoming for dgood
projects quite apart from ordinary commercial credit limits which may
'already be fully tied up.

There is coﬁsiderable interest in the redion in ways to strengthén
exporters. There has been an undercapitaligation of industries in '

-

general; what is needed, scme observers feel, is a refinancing of
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existing companies on a selective basis -- financing them generously.
Services should be provided to managenent to help solve existing
Problems which impede efficiency; in seome cases this should involve
direct menagement help. where manadement is at least minimally
competent, then mahagement consultants might be uzed for a period of
years, 1f necessary, to improve the efficiency of firms. As to
financindg to start new ventures almed at export markets, available
money is not sufficiently soft to attract the really best scurce of new
entreprensurs —— namely, the large pool of able management personnel
already working in the region, most of whom simply cannot afford to
mortgage their houses, deplete all their savings, and give up their
prresent well-paid jobs in brder to try out saome of their new ideas —-
there is simply too much risk of losing everything. What is needed is
a program to tap this source of entrepreneurship by reducing the=se
personal risks, financed partly by drant funds, and made available for
carefully chosen export projects and carefully chosen people, aimed at
selling in the extra-regional market.

A good deal of the effectiveneésrof export promotion efforts rcan
be offset by internally oriented pol}cy measures which reduce the
ability of exporters tc compete effectively in international markets.
Policy makers for each country, and rediconally. need to consider ways
to shift the relative degree of effective protection rowvard exports,
and away from home market bias. They need Lo consider whether the
present priority for exporting is adequsate, and what positive efforts
can be undertaken to make exportind more attractive in general, and
‘relative to domeétio producticn. ’

Exchange control is en area where improvements in priority for

exports should be relatively easy to make. Exchange control syvstems in
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the region (as long as they remain necéssary) need to he made less
arbitrary, less expensive, and less time consuming, especially for
egxporters -~ in particular, making sure that the import econtent of
eXports is given priority over other impeorts. Where controls in thé
form of negative listings and QRs remain justified on practical
employment grounds, the possibility of waivers (even automatic
exceptions) should be considered --— for the purpose of allowing
exporters maximum flexibility to lower their costs., and improve the
gquality and reliebility of their products, thus making exports more
competitive, and bringing net foreign exchange benefits (and possibly
even employment benefits) to the country concerned.

Part II of the report, below, considers various special mechanisms
in trade finance, beginning with countertade. The term "countertrade”
covers a wide range of trade practices which link the acquisition of
imports in part or in full to the reciprocal provision of exportsl
There are a wide variety of types of countertrade, ineluding pure
barter, counterpurchase, advance purchase, direct or indirect offset
(or compensation), buv-back agreements, bilateral clearind agreements.
switch trade, and industrial cooperation. Countertra@e is often
criticized by economists as being inefficient and leading to a
misallocation of resources. But countertrade may itself sometimes be a
means of correcting the distortions brought about by an unsuitable
(overv&lued)’exchange'rate, in that it permits selective devaluation on
a case-by-case basis through thg informal discounts on exports which
are necessary to make countertrade @rﬁnsactions work,

As to the costs of countertraderarrangements, these are likely ﬁo

be much higher than the costs of conventional trade finance (though ﬁot

necessarily higher than the penalty costs for conventional finance
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facing developing countries experiencing difficulties in meeting
efxternal financial obligations). Nevertheless, in intra-trade among
developing countries suffering from financial stringency. barter deals
and other countertrade arrangements may avoid foreign exchange
expenditures. and thus make possible trade which would not obherwlse
occur,  Even where countertrade regquires costly discounts, high feecs to
intermediaries and expensive international financing. this may be a
hetter alternative for a country with severe debt problems than the
inflated costs of finance for conventional trade facing such countriss,
or than heing unable to procesd at all with some trade transactions.

In other cases, the development impact of foreign investment, joint
ventures, technelogy transfer, and the possibility of opening up new

export markets make some countertrarde arrandements attractive to

developing country governments despite additional costs such
arrandemnents may face.

The Caricom Multilateral Clearing Facility (OMCF), which bedgan in
Juné 1977, had to be suspended at the end of March 1983, when the
credit limit was exceeded, and a major debtor (Guyana) was unable to
settle the required amount due. The_system has since been replaced by
a8 series of bilateral clearing agfeements, but interest has remained
keen to restore some sort of multilateral éaymen,s arrangement., despite
the difficulties. One of the issues, where views differ, is the scope
of trade to be éovered by a revived facility, i.e., whether major
commodities such as 0il and petroleum should be included or whether a
scheme should be limited to so~oalled.non—traditional.exports. Another
‘aspect of a revised scheme is whether it should be limited to financing
only the value added_iﬁ.the region or, if not, what the cut-off point

should be for external import content. A further key question is to
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what extent outside resources might be mobilized to provide financial
Support for a revived scheme -~ and how such support might best be used
to help stretch scarce foreign exchange resources and expand

intra-regional trade, while maintaining the solvency of the

ot

&rranéement. A special problem in any revival is how to treat the past
intra-regional debt: could it be liquidated within the mechauisms of
any new scheme? If arrears grow, what provision would there be in a
new scheme to pay them off? Can there be an automatic provision for
shifting hard currency export earnings to balance the clearing scheme’s
books after a certain delay®

A step toward the longer-run achievement of a8 COmoN currency
area, which could provide substantial benefits to all of the countries
of the region under suitable circumstances, might be the creation of a
Caricom unit of account (Cl}), based on =a trgde—weighted basket of
ourrencies.

Az the developing country debt crisis has persisted, various ad
hoe arrangements have grown up aimed at converting some of the
outstanding bank loan debt inﬁo equity holdings. This has involved, in
the first place, drowth of an establ%shed seoondary mquet for
developing country debt, in which'outstanding bank losns can be traded
among banks themselves (to adjust their COQntry risk exposures) or =old
o third parties at deep discounts, the size of which depends on the
prospects of the debtor country concerned. {In the Caribbean region.
Jamaica announced a debt-for-equity program, with a new unit in the
central bank to be assigned to this work as of April 1987.).

A number of innovations in aceessing the capital markets of the
developed countries,,sbme of which have been proposed but not yet )

implemented for developing countries, could be of interest to Caribbean
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countries. A major objective for the management of external finance is
to make sure that it contributes to the growth and stability of income,
and many of the innovations deal with achleving hetter cash-flow
matching (at both the enterprise and the national level) -- which means
not only obtaining finance when it is needed, but repaving it at a time
vhen the developing country can best &fford to do so. taking into
account the cyelicality and volatility of production, demand, and
prices of the primary commodities that dominate the exports of most
developing countries, including the English-speaking Caribbean
countries. These techniaues include, interest and currency swaps,
combining swaps with export credits, index-linked bonds, and
commodity—-1inked bonds.

There are major poonls of capital in the region, or under control
of residents of the region, that might be\more effectively mobilized
for regional development. The major trading families have considerable
financial resources and have made occasional efforts at local
manufacturing; they remain an>important potential source of financee for
new manufacturing or export ventures and for investment in suitably
desigﬁed redional development institqtions. The considerable fund of
resident capital in the Bahamas should be tapred to help finance export
development there, and alsc to help form, for exanple, a redlion—wide
venture capipal pool, ﬁnsettled'economio conditions in some of the
largest economies of the region for more than a decade have led to the
migration of skilled professicnals agd entrepreneurs from the region -—-—
and t0 a considerable amount of “cagitél flighth by such persons and by
‘persons who continue to reside in the.region; it is clear that measures
to re—atfract'suoh‘capital to the home country or to the region deserve

serious attention, as well as measures to re-attract expatriastes who
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could estab:ilish or mana@e export projects. ~nd even finance them

The international community is tryving te devime ways Ba assure
adeguate compensation for developing céuntries (particularly those moat.
heavily dependent on one or a few bhasic commoditiess) for shortfalls in
eXpOrt earnindgs as compared to projected earnings {measuring this gap
by deviations from some sort of trend lined. The sim of such financing
is to provide a cushion against the potentially mevere repercussions

from the logs of expected foreien exchange, Evpansion of compansatory

]

financing facilities and the creation of hew facilities ta complement
tihie existing IMF and S5TABEX gchewmes, and focusszed particularly on
commodity export shortfalls, could substantially s=zoist Caribbean
countries,

Other trade financing technigues to be congideroed include the
following: {1} The problem of obtaining rre-zhivreent finance for an
exporter who does nobt hiunself have adequate credii resources csn often
be solved through the use of haclk-to-back or transferable letters of
oredit. {2}.Forfaiting is a form of the familiar banking ftechnique of
discounting receivables; it usuanlly spplies Lo the Lills of exchange or
promlszory notes issued by importersu typically for medium or long-term
capital gonds bransactions, and uses funds from the free market o
provide a form of fixed rate supplier credit to cavital goods
exportersf a’special feature i1s thsat when notes are gsald o a2
forfaiter, they are sold without recourse to the exporber: a
guarantes or “aval” by a bank 1n the buyer’s country may be reqpired by
the forfaiter, thus énsuring that the pricing of the forfait
‘transachtion beco%és mainly a function of the country risk of the

importer who has issued the paper. (3) Private export credit

insurance, such as the ICE plan, may prove useful to Caribhean
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& SURVEY OF TRADE FINANCE IN THE ENGLISH-SPEAKING CARIBBEAN COUNTRIES

INTRODUCTION

This paper is & survey of some of the main problems in the
financing of the external and intra-regicnal trade of the thirteeh
English-speaking Caribbean countries, and of possibilities for
improvement,. The study is based on visits by the author to six of
the countries of the region in October and November 1986, accompanied
by economists on the staff of the Sub-Regional Office for the
Caribbean of the UN ECLAC -~ Mr. Georde Joiner and Mr. Radcliffe
Dockie. The mission visited Trinidad & Tobago, Guyana, Barbados,
Antigua, Bahemas, and Jamaica, and consulted: 1) with government
officials from Ministries of Commerce, Indusfry, or Economics,
Finance Ministries, Central Banks, Development Banks, Export Credit
and Insurance Institutions, and Investment and Export Promotion
Agencies; 2} with officials from regional and international
organizations such as the CARICOM Secretariat, the Caribbean
Development Bank, the Ordanization of Eastern Caribbean States
(QOEC3), UNDP, and UN ECLAC; 3) with officials from the private
sector, including Chambers of Commerce or Industry, Manufacturers or
Exporters Aésociations, Commercial Banks, Merchant Banks, and other
private businessmen. The author has also consulted with IMF, World
Bank, UNCTAD, ITC, OECD, ECGD, and U.S. Government officials, as well
as other economists.

Part I of this report surveys the various aspects of the

financing of the foreign trade of Caribbean countries, including the
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major institutions involved and the main policies and problems. Part
11 considers special mechanisms for trade finance, including the
possibilities for using various alternative or innovative techniques
and policies which might benefit the region. The Appendix to this
report contains a statistical overview of the role of intra-regional
and extra-regional trade in the economies of the Caribbean countries.
(There are seven Apprendix Tables and three Supplementary Tables.)
Finally, there is.an extensive listing of bibliography and references

relevant to this report (with some annotations).
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Fart I: THE FINANCING OF THE FOREIGN TRADE OF CARIBBEAN COUNTRIES

4. The Scope of Trade Finance.

The vast bulk of the export trade of the English-speaking
Caribbean countries passes through ordinary short-term commercial
financing =and payments channels, largely involving the commercial
banking system {mainly private banks, often branches of giant
multi-national banking operations, but in some cases nationally owned
institutions). This ordinary trade may involve cash payments or
commercial credit arrangements. Dealings of established firms with
longstanding customers may take place on open account with
conventional 60, 30, or 180 day payment terms. Traders use standard
commercial instruments, such as drafts, promissory notes, and letters
of credit, with and without bank gduarantees. Exporters may provide
collateral to obtain pre and post-shipment working capital'from their
banks while awalting normal éayments, or, in order to obtain
immediate funds, they may discount with their banks the short-term
credits they have extended to their buyers. In addition, in most of
the countries of the region, there is a governmental institution
which provides credits, guarantees, or insurance, usually through the
commercial banking system, aimed at facilitating exports -- but the
system is uneven in scope and quality among the countries of the
region, and there are considerable gaps in coverage. Some major
commodity export items from the region -- e.g., petroleum, bauxite,
and alumina -- may be financed as internal corporate transfers of
large multi-national firms.

As to imports intec the region, capital goocds are normally
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financed with medium or long-term private export credits (often
supported by official guarantees or insurance from government
agencies in the exporting country! or with drants or long-term loans
from bilateral or multilateral aid institutions. However, the bulk
of imports to the countries of the region -- food, raw materials, and
light manufactures -- are not durable capital goods, and therefore
normally follow private commercial channels for their financing
(although here too short-term private supplier or buyer credits are
sometimes supported by official guarantees or insurance by the
exporting country). Acute foreign exchange difficulties, including
arrears on ordinary commercial trade debt, have led some countries in
the region to use countertrade arrangements to finance some of their
imports.

There is great diversity of the countries of the region in Lerms
of area, population, income level, and growth rates of output and
traie. There is alsc dreat diversity in the basic structure of
import financing, i.e., in the relative importance of earnings from
merchandise exports, of tourism earnings, and of foreign aid and
officially supported export credits from abroad in financing imports,
{(as well as in the resulting burden of external indebtedness}. These
differences are described in detail in the Appendix to this report
{and particularly in Appendix Tables 1, 2, 2A, and 3).

In addition, three supplementary tables (at the end of this
report) provide basic information. Tables A and B cover import and
export trends for individual Caribbean countries during the 1980s
{including intra-regional exports). Table C pfovides detailed data
on the commodity structure of exports for each of 13 countries in the

region -- of particular value in establishing the extent of
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"traditional” wvs "non-traditional” exports in each country.

In surveying trade finance, this chapter will first consider the
role of officially supported import and export finance, particularly
the role of export credit and insurance agencies, before considering

the banking system more generally.

B. The Extent of Officially Supported Import Finance from Abroad.

In considering the impact of official support for exports on the
trade of the English-speaking Caribbean region, it is important, in
the first place, to try to put into perspective the wide differences
among the countries of the redion in the extent to which they benefit
from such official support from developed countries for the financing
of their imports; this support can come in two ways: either 1) in
the form of drants or loans from ald agencles or 2) in the form of
export credits (from official sgencies, or guaranteed or insured by
official institutions in the developed countries). Such information,
on a gross disbursement basils, has been established (partly
estimated) for the present study for the flows to all develoring
countries from the 24 OECD countries, and is presented in Table A at
the end of this report; such data has also been more roughly
estimated for the six largest countries of the English-speaking
Caribbean region (and is summarized in the tabulation below).[The
gross short~term credits were estimated from data available on total
outstanding short-term credits and on plausible assumptions about the
average duration of such credits; similar data for individual
Caribbean countries is not made available, so that the estimates
below assume that the pattern of relative percentages for medium and

long-term export credits among these countries {(compared to all
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developing countries) also applies to short-term credits, thus making
possible an estimate of the rough order of magnitude for official
support of all kinds.]l These estimates are summarized in the
following tabulation:

Dependence on Official Financing from OECD countries in 1985

Percent of Total Imports from OECD Financed by:

Total Officially Supported Export Gross Esti-
Imports Credits (Gross) Offiecial mated
(FOBY - DAC Flows Total

from OECD Med. & ShortTerm Total {Excluding Gross
{US%¢ mill} LongTerm (estimatel(estimate) ExpCred) Flows

(1) {2) {3) ay {4)=2+3 (5) {6)=4+5
All
Developing
Countries 297,962 8.5 {18} (27) 14.0 {(40)
Barbados 297 2.6 (6} A9 5.2 {15}
Bahamas 1,079 9.0 {12) {(21) 0.24 (21)
Trinidad 928 7.2 {z21) {28) 0.5 {29
Guyaha 92 1.1 (33 {4) 37.0 {41)
Belize 8¢ 2.1 (15) (17 27.9 {45)
Jamaica 614 16.6 b) {16) {33) by 58.7 {91)

a) Individual country estimates based on 19883-85 average for medium
and long-term export credits, except for Belize and Jamaica which are
based on the 1979-83 average.

b) May be inflated by inclusion within total "dross disbursements” of
some disbursements under debt rescheduling arrangements rather than
disbursements for the financing of new exports.

[For other notes on this tabulation, see notes to Table A at the end
of this report.]

In 198%, three-fourths of total imports to all developing
countries came from the OECP (about US$ 300 billion). Of these

imports, $42 billion (14%) were financed by disbursements of official

aid from bilateral or multilateral adencies funded by the 17 DAC
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member countries; $25 billion (9%) were financed by disbursements
under officially supported medium and long-term export credits; and
an estimated $53 billion (18%) were financed by disbursements under
officially supported short-term (under one-year) export credits.
Thus a total of 40% of all imports from OECD countries by all
developing countries were officially supported in some form.

As to the individual Caribbean countries, it is clear from the
tabulation above that with regaerd to aid {(other than export credits)
as a source of finance for imports, the Bahamas and Trinidad receive
only negligible amounts, Barbados only modest amounts, and Belize,
Guyana and Jamaica major amounts. (In addition, amondg the OECS
islands, as shown in Appendix Table 2, Grenada and Dominicea are also
highly dependent on aid flows).

The estimates for officially supported export credits (tcotal,
column 4, above}! appear to be highest for Jamaica and Trinidad (and
above the average for all developing countries), the Bahamas and
Belize are somewhat less than the average, Barbados is well below
averade, and Guyeana is particularly small; these divergences are the
result of conflicting motivations on the part of sellers in the OECD
countries and the formulaters of creditworthiness standards for the
export credit agencies. The highest demand for export credit
insurance and guarantees is with respect to sales to countries or
firms considered to be most risky, either in commercial risk terms or
in terms of so-called political or sovereign risk (e.g., risk of
default because of balance of payments problems}, On the other hand,
the export credit agencies try to spread their risks and thus to
persuade their clients to insure sales to all of their customers or

broad types of their customers. The clients, on the other hand, may
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try to avoid, as unnecessary, the fees for insuring claims to good
customers in countries where they perceivse little or no political
risk of default. On their part, the export credit agencies may
charge more for insurance to riskier countries, may limit the amount
of insurance exposure in particular countries, and may limit the
length of terms they will issue, or insist in extreme cases on the
use of only such instruments as confirmed irrevocable letters of
credit before insuring. While the export credit agencies may try to
treat as confidential the rules for particular countries, they
obviously must communicate them as a prectical matter to potential
exporters to these countries. (Indeed, an informal appraisal of all
developing countries is regularly made in the journal Trade

Finance, which includes an evaluation of current country policies

of the U.S. Exim Bank and the U.K. Export Credit Guarantee Department |
{ECGD); for a recent eppraisal of Caribbean countries see [(26]).

Thus the high figure for Trinidad reflects a strong demand for
continued insureance cover there on the part of exporters in QOECD
countries along with a continued willingness to provide such cover
despite foreign exchange shortades, though some agencies may make a
surcharge for coverage. The high figure for Jamaica may particularly
reflect the effect of debt rescheduling exercises there, which take
the form of providing new gross credits to offset payments due -- so
that actual new coverage may be far more limited, given the
apparently tight rules and high surcharges which some export credit
agencies are applying and given also the limitations on this type of
credit which have no doubt been included in the rescheduling
exercises. The relatively low figure for Barbados may reflect its

high creditworthiness so that there may be only limited demand for
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-
cover. The extremely low estimate for Guyana reflects the virtual

suspension of most export credit insurance cover in the light of the

debt servicing problems and the accumulated arrears of that country.

C. The Operations of Export Credit and Insurence Agencies in the
Developed Countries. {See references [11] to [22]1).

The above data, and related information, can also provide some
benchmarks on the operations of export credit agencies in the
developed countries which can throw light on the performance of
similar institutions in the Caribbean region.

Data on the operation of 19 export credit insurance or guarantee
agencies in OECD countries for the 5-year period 1982 to 1986 (source
[12] and [17]) show that export credit agencies inéured or guaranteed
about U.S5.3$500 to $600 billion in exports or roughly 10% of their
total exorts for the five-year period. BO‘tQ 65% of insured exports
went to developingd countries, representing about 25% of all OECD
exports to developing countries. During the five-year period, the 19
agencies incurred losses totalling US$ 10.5 billion, or about 2% of
total value insured -- which cén be viewed as a subsidy cost,
originating from competitive pressures, which may have expénded the
volume of exports and may have benefited buyefs. However, most of
the agencies professed to aim at making profits or breaking even on
most of their insurance and guarantee services, and the losses
reflect both fising claims and a deciining trend in the value of
insured exports (at least in part the result of declining exports
from OECD to developing countries, which in turn may be largely.
attributable to the debt crisis in developing countries}.

The decline in global insured cover can be seen from the trend
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hh" - . .
. in market penetration ratios (exports insured as ¥ of total exports)

for the 19 official insurance agencies, as follows:

Market Penetration Ratio:
{Ipsured exports as % of toteal)

Country Agency ;992 ;983 1584 1885 1986
Austria OKB 40 30 30 27 23
Japan EID, MITI 38.4 30.3 26.5 24.3 22.9
France CoFace 33 34 24 25 23
U.K. a} ECGD 32.1 33.9 29.6 25.3 23.3
Denmark EKR 24.% 24.0 23.5 22.0 23.0
Spain - CESCE 24.0 17.3 11.8 12.0 11.4
Portugal COSEC 17.0  15.0 - 9.7 9.4 7.3
Italy SACE 12.3 7.7 7.8 6.7 4.2
Netherlands NCM 11.8 12.0 10.8 9.8 11.4
New Zealand EXGO 9.5 9.5 9.9 10.4 9.3
West Germany Hermes 9.2 7.7 6.6 5.8 4.8
Finland VTL 8.7 7.0 6.0 4.2 4.0
Belgium OND 7.4 5.5 4.6 5.2 4.6
Switzerland ERG 6.4 10.4 6.2 4.7 3.5
Sweden EKN 6.1 4.4 3.1 3.5 5.0
Norway | GIEK 3.2 3.5 2.4 5.5 5.0
U.s. FCIA/Eximbank 3.0 3.7 3.1 3.3 2.0
Canada - EDC 2.2 3.5 2.0 2.0 2.1

a) % of U.K. non-0il exports. Source: {12] and [17].

While the declines in coverade over time within countries sre
impressive, the disparities between countries are even more so,

obviously reflecting wide differences in the structure of exports and
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in gb@@rnmentai~policy as well as in the'normal commercial practices
for handling risks. |

Premjum levels charged by the various export credit agencies can
be ecrudely measured and compared by taking ﬁremium inoome in 18868 as .
a X of exports insured in 1968. The highest levels were Austria
(4. 05%), Sweden (3.30%), Switzerland (2.40%), West Germany (2.00%),
and France (1.88%). Other major countries were U.K. (1.12%), Italy
(1.08%), Netherlands and Belgium (0.80%), Canada (0.60%), Australia
end U.S. (0.50%), and Japan (0.35%). Spain recorded the lowest level
(0.15%). These are of course averages reflecting different mixes of
exposure, different dedgrees of coverage, and different portfolios of
country risks insured, so that they are at best only indicative of
possible differences in premiums charged for the same coverege in the
same area.

With respect to the terms for officially supported medium and
long-term export credits, OECD countries for years had sought to
restrain the considerable competition which had grown up among
exporting countries in subsidizing the sale of their capital goods
exports. Finally, the "Arrandement on Guidelines for Officially
Supported Export Credits,"” also known as the OECD "Consensus,” came
into force in April 1978 among 22 member countries. It se;s limits
on the terms and conditions for export crgdits with a duration of two
vears or over - and which are officially supported (i.e., “"are given,
subsidized, refinanced, guaranteed or insured by export credit
agencies in the form of either supplier or buyer credits” [15, p.11).
The agreement classifies recipient countries into three types:

1. Relatively Rich Countries (mainly developed market economy K

countries); I1I. Intermediate Countries (includes most higher.and
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middle income developing countries); 1I1. Relatively Poor

Countries (includes IDA eligible developing countries). The main
conditions are:

1) At least 15% of the total contract to be paid in cash.;

2) Maximum repayment term of 8.5 years, stretchable to 10
years for relatively poor countries and some intermediate countries.

3) Minimum rates of interest are specified for credits that
are given ufficial financing support (i.e., in the forwm of direct
credit, refinancing, or interest rate subsidies) and are subject to
change according to an automatic mechanism every half year. The

interest rates in effect in both the first and second half of 1987

were:

Country Z-9% Year 5-5.%5 Year 8.5-10 Year
Classification Credits Credits Credits
Category 1

{relatively rich) 9.55 9.80 ——

Category 11
{intermediate)} 8.25 8.75 —_

Category III -
(relatively poor) 7.40 7.40 7.40

As an alternative to the above "matrix” rates, each participant
may use its own "Commercial Intérest Reference Rate” (CIRR)Y which
reflects market interest rates in the particular exporting country.
The CIRR rate .is an accepted alternative particularly for participant
countries which hsve normal market interest rates below the Consensus
matrix rates (e.g., Switzerland), 1In general, however, for most
participants, use of the Consensus matrix rates requires a subsidy as
compared to their own market rates -- a subsidy which is thus passed .,

on to the recipient borrowing country. (See [14], [15]1, [16], and
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(11, pp. 231-285, for the complete text of the Consensusl).

D. The Operations of Export Credit and Insurance Agencies in
Developing Countries. {See references [23] to [25]).

In considering financing sources for the English-speaking
Caribbean region which may have some possible subsidy element for
imports, and in considering the nature of competition in credit terms
vhich may face the redgion’s exporters, attention needs to be paid not
only to the export credit institutions of the developed countries but
also to the growing number of such institutions in other developing
countries. From both these points of view it is well to note that
non-OECD export finance agencies charge typically somewhat lower
interest rates than those in the Consensus. They also provide buyer
credits, typically in US$ at fixed rates -- and the rates are
standard for all countries. They may also\provide londger maturities
{for example, Brazil provides one-year credits for consumer goods
such as sewing machines). Finally, export credit cover has not been
restricted to other developing countries in the way in which OECD
adencies have cut back in the face of increasing claims and balance
of payments problems {(see [23]). (For a detailed description of the
operations of export credit and insurance adencies in 32 countries,
including 11 developing countries in Asia and Latin America, see

[(241).

E. The Operations of Export Credit and Insurance Agencies Serving
English-Speaking Caribbean Countries. (See references [261-{36]).

Operations of agencies serving Barbados, Jamaica, Trinidad &
Tobago, and the OECS countries, as well as some redion-wide

institutions, are described below,
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1. Central Bank of Barbados, Credit Insurance & Guarantees
Department (CBB).

The export credit insurance scheme began in 1878 in response to
the development of the Caribbean Community (Caricom -- originally
Carifta). Loecal manufacturers wanted the economies of scale they
could derive from getting into the Caribbean market, but they didn’t
know how tao get into this wider market; they uneeded same sort of risk
protection, if not financing. For pre-shipment, CBB gives export
financing guarantees and at post-shipment stage provides export
credilt insurance coveragde. In 1981, an export rediscount facility
for commercial bills on exports held by banks was created, using an
Inter-American Development Bank line of credit of $1 million (now up
to $£2 million). Given the recent slump, the facility has not been
fully used., but CBB is seeking to use the 1iﬁe of credit more fully;
CBB has been giving banks a 4% spread, but is considering shrinking
this spread, and might change to permit direct discounting by the
exporter at the facility.

How have the schemes actually worked? The pre-shipment
guarantee scheme started slowly, banks were reluctant to use it, and
some complained about the 75% limit on the CBB’s guarantee of
commercial bank’s cn-lending to exporters (even though schemes in
other countriés often provide for only 86.7% coverage). When
exporters began to have growing orders then the pressure huilt up and
they increasingly used the facility: at the same time, the banks
became a little careless in their monitoring, and in one or two cases
firms drew funds they couldn’t account for -- and the CBB was slow to

bail the banks out. If a commercial bank provides pre-shipment.
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credit and CBB provides a guarantee, if the exporter then makes the
goods and sends them off and submits the necessary dpcuments, and
then say the overseas buyer rejects the doods (claiming they are
defective), then there is no coverage under the pre-shipment
guarantee scheme, since the rejection fﬁlls under the post-shipment
part of the export cycle and is not eligible here. (Some security
from the exporter Qould be needed to cover this additional risk.) 1In
an actual case, CBB made a settlement on an ex gratis basis with

a bank which had reiwmbursed an exporter for such a loss, since the
bank had acted in gocd faith. 1In fact, the banks would like to have
an unconditional post-shipment guarantees from CBB.

As to the rediscount facility, it is for non-traditional exports
~— to promote newer exports. (Traditional‘exports, such as sugar and
rum have their own special financing arrangements.) If for 80 days
the buyer doesn’t pay, CBB may charge the rediscounted export bill |
back to the bank, which may in turn charge it back to the exporter,
but the due date may be extendéd 90 days and then for another 60
days; however, if the exporter has an export credit insurance policy
with CBB, there is an additional 4-month waiting periocd before CBB
can act (though interest is charged on the overdue bill).
Manufacturers often sell on a letter-of-credit cash basis and offer
60 to 90 day terms which they must finance. CBB complains that
exporters don’t push hard enough to det paymente on bills they have
discounted.

As to export credit insurance, this facility gives prbtection to
exporters who don’t know the Caficom market -- it enables them to be
agressive while still feelind protected. Coverage is 80% for

- commercial risk and 90% for political risk. Claims, which are
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normally paid from fees received, had to be paid from capital
reserves in 1985; CBB officials attribute this loss to the fact that:
1} Fees were down as & result of the decline in exports to Trinidad;
2} Clasims arose because of the general decline in business fortunes,
including difficult cash flow problems, the 01l squeeze in Trinidad,
the string of devaluations and problems of the scheduling of foreidn
exrhange payments in Jamaica (so that some businesses used this as an
excuse for not paving)., Despite this, CBB believes the zcheme

hag met its objectives, between 1980 and 1883 there was a

significant jump in export Vglues, in no small measure the result of
credit insurance. Of all non-traditional exports, about 10-15% were
covered in 1984; CBB research suggests that about 7-10% 1s the norm
for such coverage in developing countries haying insurance schemes.
If vou take out enclave exports, sugar and agriculture from total
exports, Tthen non-traditional exports remain. {Enclave exports are
not eligible for insurance since they represent inter-company
transactions). In 1984 about $3O million was covered by the CBB

secheme. The cessation of the Caricom Multilateral Clearing Facility

Fi]

{CMCF) also cut demand for export insurance, and this was accompanied
by more trade restrictions, licenses, etc,; under CMCF Barbados was
left holding some $68 million in inconvertible currencies,

The comﬁfehensive export credit insurance policy covers all
exports of a particular firm —— exclusions are possible only by
mutual consent, which may be agreed if the remaining portfolio
represents an adequate spread of risks. CBB is thinking of
introducing a deductible feature (as in health insurance) so that in
the event of loss this part is borne by the exporter -- in return for

concessional rates for the insurance. In actual operating
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experience, reading and knowing the policy is crucial, and failure
leads to slip ups; CBB holds seminars to teach people to avoid doing
things they shouldn’t do, indeed, changes that don’t qualify for
coverage may be overlocked for a time.

One government official observed that at times there has been a
reluctarice on the part of the commercial banks to use the schemes for
pre-shipment and post-shipment finance, particularly when the banks
are liquid,. The Central Bank scheme covers only 80%, leaving
somewhat more than Z20¥ exposure to the banks. Some have complained
of high collateral requirements by the banks. So there is a certain
conservatism, and the Central Bank has been conservative too
{carefully checking out customers and delaying approvals}.

CBB is considering diversifying the type of insurance package
available, and alsoc the possibility of exténding coverage to export
of services. A consultant from India originally designed the
Barbados schewme on lines similar to ECGD in the UK (although ECGD has
dropped out of pre-shipment financing!}.

The following tabulation summarizes the export credit activities
of the CBB (source [28]):

Value in B$ Million

1982 1983 1984 1985 1986

—_— —_—_—— —— — —_————

Total maximum liability outstand-
ing under the Export Credit

Insurance & Guarantee Scheme 20.2 31.1 28.2 21.2 16.0
Pre and post shipment finance 19.86 20.5 19.4 10.8 6.2
of which: pre shipment 3.2 2.9 4.3 4.0 .
post shipment 16.4 17.6 .15.1 5.8

Export Rediscount Facility .
{bills discounted) 8.6 12.3 9.5 3.8 2.0
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2. The National Export-Import Bank of Jamaica (Ex-Im).

Jamaica Export Credit Insurance Corporation, the predecessor
agdency to Ex-1Im, operated from 1971 to 1986, and is now being
liquidated. The new Ex-Im Bank (which is 50% owned by the Central
Bank) began operations on 1 May 1886.

The export credit insurance offered by the Nationsasl Ex-Im Bank
of Jamaica includes a "comprehensive shipment policy"” and a "service
rolicy”; the latter covers Jamaican consultants or operators under
J.5. section 807, who in effect export labor services to the U.3. ~-
this is insurance against non-payment. Ex~Im is getting into new
more difficult areas such as performance bonds and bid bonds (in late
19868 they were setting up the legal documents, and already had the
funds for the program). Ex-Im has governmeht’to government lines of
credit in foreign exchange to draw down, including two lines of
credit from the U.S5. EXIM Bank and c¢lose contact with the ECGD in the
U.K., as well as lines with private U.K. confirming houses and
private banks: and Ex-Im 1is ablé to borrow at 1% above the U.3. prime
rate.

Ex-Im officials note that a borrower who comes into Ex-Im with a
100% bank guarantee may still not get financed if he has too much
credit outstanding. Ex~Im will also lend direct to end-users,
bypassing commércial banks; for this Ex-Im requires an audited
financial statement, a confirmed export order, credit checks on
overseas banks, Dun and Bradstreet rating, and local borrowing
record; Ex-Im makes an engineerind, economic and financial analysis
to assure that production and management capacity are present, and
then the analysts make a recommendation to the Credit Committee if

the amount sought is within approval limits (if not the case goes to




Page 189

a sitb-committee of the Board, or for higher limits to the Board}.
Ex-Im makes a risk rating, which is also relevant, and which 1is
affected by whether a credit is to be unsecured or secured; category
1 is the best, category 3 is marginal bordering good, and categories
4 and 5 are for smaller lending, with stricter collateral. The
viability of the project dominates, and category 1 and Z can have
some unsecured financing., A firm’s track record counﬁs heavily.

Some lines of credit are for traders, some for manufacturers for
the local market, and some for manufacturers for export market.
Ex-Im stresses flexibility, as evidenced in its new direct lending
program; previously, business moved with 100% bank duarantees. At
least firms under this program save the guarantee fee —-- in the end
Ex~-Im is merely competitive. The Bank Impért Guarantee program (BIG)
is not now used, having been replaced by direct Ex-Im lending.

Pre-shipment financing can be in local or foreign currency. A
U.5.% pool has been provided from the World Bank to the Export
Development Fund (EDF)Y, managed by Ex-Im. The target is the
non-traditional export sector (and agriculture too); the aim is to
provide pre-shipment finance at terms up to one year for raw
materials and light capital goods which must be imported. The local
currency pre-shipment scheme permits a private bank to extend credit
for local currency costs of future exports over and above the
existing credit line of the bank to the firm, and enables the bank to
discount the lcoan to Ex-Im.

The Export Credit Facility (ECF) provides post-shipment working
capital at an advantageous rate of interest through a discouﬁting

mechanism of commercial bank advances to exporters. All local

finance {(including the post-shipment discount facility) was being
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provided by Ex-Im at 16% (late 1986) -- Ex-Im considers this to be
chealp money, subsidized from share capital equity, conpared to
private bank rates of 25-30% normally (and keeping in mind the
inflation rate of 10-11%). The Bankers Export Guarantee Facility
(BEGF) is alsc a post-shipment discounting scheme run by Ex-1Im.

In 1985 Ex-Im’s Insurance Division insured about J$250 million
-- about 20% of Jamaica's non-traditional exports {(excluding bauxite
and bananas). This is a high percent -- overall market coverage in
the U.5. is less than 5% —-- but if you use any facility of the Ex-Im
Bank then you must insure as well. Coverade of Jamalica’s exports to
the English-speaking Caribbean region is especially high -- some 60%.

The base rate for insurance is 70 to 7% cents per 3100 of
inventory value. Ex-Im used to have a rate schedule which varied by
country and product, but now they have a composite rate, taking into
account a particulsr exporter’s business. HNon-acceptance coverage is
also available, but the percentage payment of loss is less (65%).
Coverage otherwise is 70-75% and up to 80% or so. A cut rate is
provided if there is a deduchtible in the policy. There is slso a
services policy for U.3. section 807 type operations, tour operators,
data entry contractors, etc.

The whole turnover is required to be covered by Ex-Im in
Jamaica. [The U.5. EXIM has now started coverage by bloc (i.e.,
whole turnover for a division of an enterprise); for capital
equipment, a single sale can be insured for medium term; if the whole
book is covered, a lower rate is quoted; the U.S. also has a single
buyer policy in the short term to help smaller exporters at a
subsidized preferential ratel. In Jamaica there is interest in a

catastrophic coverage, with a deductible: such coverage was started
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in the U.S5 in 1965 by FCIA (now a part of EXIM) and by EDC in Canada
-- it is considered a very effective marketing tool. The Jamaicans
would like to maintein a low premium to cover only heavy overdues and
cleims. On its part, Ex-Im in Jamaica has a reinsurance arrangement
rassing on a layver of risk to insurance companies,

The following tabulation shows insured export sales by direction
for Jamaica’s Ex-Im Bank (and its predecessor):

Value in J$ Million

Country Exported to: 1882 1983 1984 1985 1986(a)

Intra~-Regional:

Barbados 15.9 18. 5 25.2 1.1 {40.5)
Trinidad 8 Tobago 73.9 65.4 81.9 64.0 {34.9)
Other Caricom 15.8 16. 8 26.8 43.1 (49.5)

Extra-Regional:

Canada 2.4 2.9 2.4 6.3 (8.4)
U.K. 16.1 11.8 8.4 4.8 (3.9)
U.s. 7.8 10.4 26.7 46,7 {(55.5;
Other 18.1 22.9 25.1 34.0 (24.8)
Total 148.7 168.5 196.5 250.0 (213.7)

(a) Estimaeted by inflating the actual data for January September 1985
{(i.e., multiplying by 1.33}.

Officials of the Jamaica Manufacturer’s Association cite the
high cost and the difficulty of accessing finance as major problems
in expanding exports; for example, the Ex-Im Bank has stiff
requirements, such as the necessity of commercial bank guarantees.
Pre and éost—shipment financing can’t be gotten from the commercial

banks. But to get concessional Ex-Im finance you need the backing of




Page 22

a commercial bank -- an 80% guarantee; commercial banks charde a fee
for this. It would help if Ex-Im would be willing tmo accept other
obligations as security, such as commitments from overseas buyers.
Indeed, these Association officials feel that trade finance windows
should be based on the viability of projects and on product
potential, and no collateral should be required ~- with the

government and the Central Bank sharing the risk.

3. Trinidad & Tobago Export Development Corporation (EDC), (Export
Credit Company of Trinidad & Tobago).

Export credit insurance has been in operation in Trinidad since
the -late 1970s as a complement to export marketing efforts. The
program originally lacked export credit financing. HRecently EDC has
developed 2 facility for discounting export paper, and has been
looking toward further development of short-term pre and
post-shipment guarantees using the commercial banks as the source of
actual financing. The new post-shipment credit program of the EDC
covers 85% of the value of shipments (and firms can use export
development insurance as collateral); these credits carry high
interest rates (11%), but lower than commercial banks (13% or so}.
EDC has also been working on extending coverage to serviées {such as
consulting) and construction. Contract financing and performance
bond guarantees have also been under consideration. All EDC
facilities are availgble for both regional and extra-regional trade.

EDC had also been hoping to organize direct pre- and post-
shipment financing in 1987, with commercial banks to act as agents
for the Central Bank and with the Central Bank getting the funds from

some aid source. {The Trinidad & Tobago Manufacturer’s Association
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has urged that such finance be passed on to exporters without

interest markups -- and thus help achieve a higher priority for

exports. )

4. The Eastern Caribbean Central Bank (ECCB), Export Credit
Guarantee Scheme.

The ECCB (located in St. Kitts) established an Export Credit
Guarantee Scheme in July 1884 to assist exporters in getting more
liberal finance from commercial banks in the OECS region at the
pre-shipment stage, so as to be able to purchase, process, and
manufacture goods to be exported against confirmed export orders.
ECCE has noted (see [34]), 1987 issue, p. 40) that only limited use
has been made of the scheme. The ECCB therefore commissioned a study
to evaluate and assess the scheme, and "several recommendations of
the report have been approved for implementation.”

An official of the Council of Eastern Caribbean Manufacturers
has noted that the commercial banks are not pushing the export credit
guarantee scheme -- since they earn a larger return without the
Central Bank guarantee, they have high liquidity and don’t need to
stretch their rescurces, and there has been too much red tape and
delay in using the scheme. Furthermore, there has been no guarantee
covering post-shipment, so that there is no officially—supported

insurance against lack of payment.

5. Other Regional Export Credit Institutions

The Latin American Export Bank (BLADEX), which was established
in 1977, is a specialized multinational bank created to promote and
finance the exports of Latin American and Caribbean member countries.

Among its 22 member countries are three from the English-speaking
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Caribbean region -- Bérbados, Jamaica, and Trinidad % Tobago.
Jamaica has benefitted particularly from this institution: its
accumulated borrowings from 1879-1986 came to US$ 40.5 million, and
its loan portfolio cutstanding totalled US$ 2.1 million at the end of
1866 (of which $0.9 million was short-term and $1.2 million medium
term) (see {271).

in July 1987, the heads of government of Caricom approved the
creation of a new "Caribbean Export Bank,” with the aim of providing
pre- and post-shipment credit to regional exporters. Before starting
operations later in 1988, efforts are being made to obtain some US$
50 million from international donors in support of the facility, to
supplement the initial equity capital of US$ 17 million pledged by

redional dgovernments.

F. The Banking System in the Caribbean Region.

The various export credit agdencies described in the previous
section (E, sbove) are part of a wider network of banking
institutions in the region affecting trade finance -- commercial

banks, merchant banks, development banks, and central banks.

1. The Commercial Banks.

For the region as a whole, the dominant feature of the
commercial banking system is the very prominent role of branch
offices or subsidiaries of major multinational banking institutions
-~ particularly Canadian and British. For example, the Bank of Nova
Scotia is present in 11 of the 13 English-speaking Caribbean
countries (the exceptions being Dominica and Montserrat); Barclays

Bank is present in 10 of the countries (in all but Jamaica, Trinidad,
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and Guyana); the Royal Bank of Canada is present in 9 countries (but
not in Jamaica, Trinidad, Guyana, and 5t. Vincent);, and the Canadian
Imperial Bank of Commerce is present in 5 of the countries. Among

11. 5. hanks, Chase Manhattan is present in the Bashamas and Barbados
and Citibank in the Bahamas and Jamaica. There are some
locally-owned private commercial banks (for example, in Antigua,
Belize, Jamaica, St. Vincent and Trinidad) and some government owned
commercial banks (for example, in Guyana, Jamaica, and Trinidad). In
Guyvana, the only foreign banks now operating in the country are the
Bank of MNova Scotis and the Bank of Barods: the government acquired
the local operstion of Barclays Bank in November 1987 (for the
nominal price of one Guyana dollar); Chase Manhattan had withdrawn in
a gimilar manner 1n 1985, as had the Royal Bank of Canada a year
earllier -- withdrawals that took place because of difficulties in
operating and io repatriating earnings, given the extreme foreign
exchange stringdency facing Guyana, so that the private banks were
operating essentially only as collection agencies. In contrast,
Barbados and the Bahamas each continue to have a half-dozen or more
different multinational commercial banks operating.

Generally, the commerclal banks in most of the redion have
recently been highly liquid, which has meant relatively low interest
rates for depositors; at the same time, lending rates to borrowers
have remained high -- and the spread between the two rates has grown.
For example, in Antigua this spread grew from about 7% in 1983 and
1984 to 11% in 1986. In the Bahamas, in 1980, the average spread
between cost of funds to the commercial banks and the cost to their
borrowers was about 6X -- and had grown to 10%¥ in 1986, there is

concern about rates and the fact that credit is hard to get. Even
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though in the Bahamas there are 9 different multinational commercial
banks in the Clearing Bank Association, they are thought to operate
in effect as a cartel, and some government officials hope that the
arrival of new more aggressive banks will inject competition intoc a
highly uncompetitive system -- particularly in short-term trade
credit.

Business officisls in Antigua have pointed out that the OECS
countries are totally dependent on commercial banks, which are not
eguipped or trained for manufacturing industry, but rather are stillw
gearerd to commercial credit. There is more risk in industry, and the
lack of competition means the banks are ahle to command more security
-- almost on a2 3 to 1 ratio. At the same time there is no lcecal
development bank available ag an alternative. In the OECS countries
the local branches of international banking corporations do not
normally lend locally more than they generate locally, Well
established firms gdet overdraft and revolving credit facilities for
normal working capital; however, an attempt by one such firm in
Antigua to get financing from a bank for an expansion of plant was
delayed for more than a year before approval and was then at such a
high interest cost that the firm could not undertake it. Financing
difficulties need to be seen as one factor in the competitiveness of
OECS exporters. Overall, the shortcomings in their ability to export
include these factors: 1) There is a lack of finance at development
rates of interest for buildings, equipment, and raw materials (and
_commercial finance itself is very high compared to conditions in
Japan and the U.5.); 2) Though labor costs are relatively low,
freight costs are relatively high; 3) Raw materials need to be

stockpiled for 2 to 3 months (compared to as little as 2 days or a
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week elsewhere), since there may be a sailing only once a month for,
say, Antigua; and & 2 to 3 month inventory has to be financed at
commercial banks st commercial rates; 4) Tax concessions are
relutively generous and geared to exports and earning hard currency
-~ but the benefits of tax concessions can be offset by, for example,
high electricity 20sts: 8) Tt ia difficult to negotiate with local
banks for any unusual finance (such as plant expansion) when real
decision questions are passed on to headquarters, say, in Barbados or
Landon, and an exporter can’t €0 over the head of the local agent of
the bank to make a case for his project before the real
decision-maker.

A basic trade problem in the OECS countries is the small scale
and weskness of local business -- these are small businessmen,
they need working capital, financing of capital assets, and technical
assistance. Lacking these, many firms get orders that they cannot
supply. An in-depth study of 20 companies in the OECS region shows
that: 40% are technically bankrupt, but are allowed to trade by
their hanks;, 40% are roughly at the break-even point; and only 20%
are really commercially viable. Discounting of bills (which is done
as a matter of course by the commercial banks) 1s a major source of
financing, all costs come to 16 to 18% -- but businesses are not
really bothered by these ratesif they get their money guickly. The
commercial banks are thus dominant in the face of small scale firms
and extremefinsncial weskness.

In Jamaica, an official of the Manufacturers Associstion pointed
out that there has been ﬁn asymmetry between importing and exporting:
A businessman can g0 to his commercial bank and overdraft for

imports, the problem is exports, where he faces a 100% collateral
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requirement to get a guarantee, and where he is exposed to foreidn
exchange risk in the event of devaluation, (but does not benefit from
the gains from any revaluation). A Jamaican bank official noted that
there is a foreigh exchange shortage, but some lines of credit are
not used, since lenders don’t want the risk; everything is on a cash
hasiz or sight, and there iz a rush to get to the foreign exchangde
auctlon early, the last 6 or 7 years have been dominated by short

term investment -- almost no long term -- basically reflecting lack

of confidence in the system.

2. Merchant Banks.

There are merchant banks with an active role in trade finance in
Trinidad & Tobago and 1n Jamaica:

(a) The International Indust;ial Merchant Bank of Trinidad &
Tobago (1IMB} operates like a private institution, although its
parent company is governmentally owned. Started in August 1982, and
originally owned by Pariba, the National Commercial Bank of Trinidad
& Tobago bought it out in July 1983. IIMB has since been doing very
well, having earned a profit of TT$ 4 million in the year endindg in
June 1986, as the only merchant bank in Trinidad, it is able to
operate more flexibly than the commercial banks, In the field of
trade, it provides import credit lines, picks up letters of credit,
and also has clients who import on open account. IIMB avoids
construction or land develcopment, and favors trading, agriculture and
manufacturing; it is involved in consortium loans with other banks.
I1IMB does not do very much export trade finance -- it provides 30 and
60 day credit terms. and looks at the strength of the foreign buyer

and the local business. As to credits longer than one year, import
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credit linesicén revolve. While commercial banks will go as long as
lé years, IIM? will do some 5 to 10 yesar loans, but with more at 15
yYears -- and will tend to uée floating rates; the late 1986 prime
rate was 11.5%, and was marked up by 3% at most and by as little as
0.5%. (The prime had been 13% two yvears earlier.) As to supplier
éredits, ECGD provides lines to Trinidad importers, and the Italians,
for examp]g, offer atiractive rates. IIMB is looking at the
possibility of facilitating hedging_against foreign exchange risks;
(devaluation insurance is available internationally from Montague and
other firms, but it is now very expensive).

(b)) In Jamaica, the Eagle Merchant Bank carries out'its foreidn
trade operations primarily through its subsidiary, Eagle Trade
Services Limited, which, in the case of exports to the 0.5, and
Canada, has worked primarily through the 0. 5. -based factoring firm of
Rosenthal & Rosenthal to factor Jamaican exports -- a business
amounting to from U.S5.% §-20 million per year. Goods have moved only
slowly. One non-traditional export -~ garments and linked products
under the U.5. 807 pfogram has also been slow. Of course the
feotoring company deals with a rande of importers, not just 1 or 2.
Eagle uses the export credit insurance facilities of the Jamaican
Ex-Im Bank, which provides an 80% advance on export proceeds, and it
discounts letters of credit. On the import side, a related company
in Miami, Eagle Trade Finance Corﬁoration, acts as a confirmind house
—-— but there is a limit on the confirming of letters of credit issued
by Eagle in Jamaica. An Fagle official believes it would be very
useful to have some large facility in the region, say the Caribbesan
Development Bank, to act as a confirming house ~-- to use its strendth

to confirm letters of credit without any such limits, and CDB would
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have to put out little money to do this. Eagle finances local
currency to go into the Jamaica foreidn currency auction system, and
there ig little credit risk, and they are able to cover the foreidn

exchange risk a few months forward: (it takes a few weeks to clear

the foreign exchange auction in Jamaica). As to redional trade,
Eagle handlies hard currency trading only. (A Eagle official thinks

it might be interesting to try to set up a reverse factoring system,
covering exports into Jamaica and other Caricom places -- but doubts
the momentum is there for such a scheme). Eadle also managdes the
Falcon Fund, the first venture capital fund to be organized in |
partnership with the World Bank’s subsidiary, the IFC. [investments
will be made in quasi-equity form in Jamaican productive
enterprises. ]

() One Jamaican banker thought that thé potential benefits of
merchant banking could not all be realized in the single countries of
the redion, but that maybe a West Indies Merchant Bank operating in a
larger pool could spread risks, and thus have a chance of success --
but it would need external backing, and not only soft money but
drants, so that if it lost, it lost, without imposing a drain on

resources of the region to repay such losses,

3. Development Banking.

The following are selected examples of development banking
operations in the region:

(a} The Central Bank of Barbados (CBB), administers a B$ 25
million Industrial Credit Fund (ICF), with B$ 21 million borrowed
from the World Bank (term, 15 years; interest rate in late 1886 about

§.5 %), and with the balance a Central Bank counterpart of Bt 4
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million. ICF provides credits through financial intermediaries to
rerscons in productive enterprises in tourism, manufacturing,
fisheries, agdriculture, mining and quarr;ing, and supporting services
{but not distribution). Loans provided ére medium and long term, 7
years up to 15 years, including grace period up to 3 years. The
entire capital of B% 25 million is a grant to ICF, with the
government, servicing the World Bank loan. The financial
intermediaries used are 7 commercial banks and the Barbados
Development Bank, as well as the Caribbean Financisal Services Corp.
{(a private quasi-bank). ICF provides up to 90% (and this is usual)}
of thé total amount to be lent to the end-user; terms to the
intermediary are 2% below the weidhted averade prime rate —-- so that
lending in late 1986 was at 6.3% (prime 8.3%). The credit risk is
with the banks, which have a free hand on the terms to end-users; the
spread on the 90% ICF financing can be as low as 1%, while interest
on the 10% input from the banks may be 1% higher. Funds have gone
mainly for fixed assets, though their is some provision for technical
assistance and working capital. World Bank disbursement guidelines
have to be followed, so that banks cannot finance paper more than 90
dayvs old -- and therefore applications for financing have to go to
the World Bank 90 to 180 days prior to intended shipment date. The
ICF needs to know that a project is developmental before approval, so
that there is scrutiny of both IRR and ERR (internal and external
rates of return -- shadow prices), and the impact on employment,
foreign exchande, and output. The Barbados Development Bank has been
the biggest channel for funds. B$ 17.2 million have been committed
by ICF in its first 3 years -~ B$ 11.9 million in 1984; B$ 1.3

million in 1985; B% 3.9 million in 1986. Cumulative disbursements
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totalled B3 13.1 million by the end of 18986, The banking system in
Barbados has been very liquid and therefore this has reduced the
incentive to tap ICF funds; projects have suffered by being forced to
sharter terms, using the banking systems own funds ({281 and [331).

(k) The Bahamas Development Bank (BDB} hopes to broaden the
industriel base, and to encourage joint ventures between locals and
foreigners. The Bahamas does observe the Caricom harmonized incentive
rvles for attracting ferelgn ventures (but does not adhere to the
common market —- instead, they are observers in Caricowm). Overall,
the BDB has obtained its funding from a variety of sources: 36
million from the Caribbean Development Bank (10 years at 7,5%);
$900,000 from the European Economic Fund (15-20 years at 1.5%); $3
million from the Inter-American Developmeﬁt-Bank {for fishing) (10
years at 7.5%); $3 million borrowed from the National Insurance Fund |
of the Bahamas at commercial rates, and 33 million from the Central
Bank of the Bahamas. (The National Insurance has provided $500, 000
for small fishing boats at 7.5% interest; otherwise its funds are at
11-12.5%). The aversasge cost of BDB funds is about 9%, compared to
12.5, 13, or 14% from commercilal banks. BDB provides grace periods
on its loans: 30 days for a quick start up project; 6-9 months for
most other projects, although construction would et 1 to 1.5 vears.
As to length of maturity, agricultural projects are flexible and they
try to take account of the seasonality of fishing. but the average
maturity is 5.5 years; a big fishind boat might be 7.5 years and a
construction project 10 years. However, working capital for all
projects is expected to come from the commercial banks. The BDB has
been in operation for 8 years.

Some executives in business, banking, and government have
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criticized the BDB -- for using unreal guidelines for its activities,
for demanding tooc much collateral of its borrowers while providing
them with too little funding, and for extreme delays in processing
applications. There is a lack of skilled manpower -- so that more
training is needed. There is some talk of using more National
Insurance funds to expand the capital of the BDB. But until there is
a stronger sense of what type of projects to emphasize and until it
can begin to lend in adequate amounts at less than commercial rates,
and to take calculated risks for important development objectives,
these chservers feel that BDB is not yet a true development bank.

(c) In Jamaica, the National Development Bank (NDB) and the
Agricultural Credit Bank (ACB) were establ}shed in 1981 to replace
rthe old Jamaica Development Bank. The NDB, 'which is more than 6
years old now, has $15 million in Inter-American Development Bank
money for on-lending at 5-10 year terms -- but through the commercial
banks, with 100% commercial bank guarantees. Officials of the
Manufacturer’s and of the Exporter’s Associations and some bankers
have complained that Jamaica now lacks true development banking; for
example, the NDB portfolioc has moved slowly since they are
effectively negotiating commercial rather than development loans
-- and you cannot get real export expansion without a proper
development bank. These officials point out that the old Jamaica
Pevelopment Bank made project evaluations, lent direct to end users,
self-collateralized the projects, and was development oriented -- and
yet there was less than a 2% default in its portfolio when it ended
up (based on 1879-80 status). thus, direct lending without guarantees
hae worked in the past in the region. The Trafalgar Bank, a

privately-owned institution set up in 1985 with $20 million in U.S.
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AID funds, was aimed to be a development bank, but the Association
officials claim that it too has absorbed & commercial bank
philosophy, and U.S. AID has sought J3% exchange rate guarantees by
the Jamaican government. Businessmen and bankers believe there are
enough development banking resources to meet Jamaicas needs if they
ould be directly and effectively tepped by the private sector, risk
taking is needed onh new export proposals ~-- and venture capital
should be forthcoming for good projects quite apart from ordinary
commercial credit limits which may already be fully tied up.

} In Trinidad and Tobago, a government agency, cthe Dev.  pment
Finance Corporation (DFC), supports development efforts with loans of
up to a maximum of TT$ 10 million on any project. (An official of
the Manufacturers Association in Trinidad.believes there is a need
for 15 year loans and a restructuring of the DFC, in the face of s
real shortage of long-term capital -- as can be seen from the sharp
rise in short-term borrowing).

Investment finance is often the bottleneck to new foreign
venture projects in Trinidad seeking to benefit from tax free
concessions (10-year relief, in two 5-year tranches, from withholding
tax on eguity investment). The Industrial Development Corporation
(IDC) needs to be satisfied that there is a foreldgn exchange margin
on export (df import substitution) projects. IDC can make available
concessional loans (of up to TT$ 250,000} for appropriate small
projects at 3.5 to 7 ¥ interest. IDC rules provide some 3 years
before any take-out of foreign capital can occur.

(e) In the OECS region, the Eastern Caribbean Central Bank
(ECCB) has administered, since 1984, the Infrastructure f: -

Productive Investment Project (IPIP), with funding of US$ 12 million
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from 0.8, AID. The project was intended "to provide commercial banks
access to long-term funds to finance commercial loans to private
sector developers of industrial properties . . . [and thus to meet)
perceived demand for industrial estates facilities in the OECS
Stateé." {{34], 1989 issue, p.30). US% 10 million in loan funds were
supposed to finance private developers of industrial estates, while
US$ 2 million was reserved to finance owner-occupied projects.

During 1986, loans amounting to US$ 1 million were approved for new
owner-—-occupied projects in Grenada, Antigua, and St. Kitts., This was
expected to bring total disbursements of US$ 2 million by the
projects original completion date of September 30, 1887, with the
bulk of the funds unutilized. ((34], 1987 issue, p. 40).

In Antigua, an official of the Manufaéturers Association
indicated that firms and investors have been reluctant to use IPIP
because they have to bear the foreign exchange risk (which he feels
the Central Bank should take for develcopment purposes) and because of
the high rates of interest: concessional funds come from the ECCB to
the commercial banks at about 3¥ and are marked up by 5% or so and
are on-lent to users at 9%; so, the investors are expected to bear
the foreign exchange risk and to put up super collateral as well --
and this is w@y the IPIP scheme has not worked. (The commercial
banks, on their part, have been reluctant to take the foreign
exchange risk, but still have wanted their full interest rate spread
in handlingd such loans.

{f} As to region-wide institutions, The Caribbean Development
Bank (CDB) has been in operation since 1970, having provided $555.6
million in net loans to the region from 1970 through 1985 —- with the

largest recipients being Jamaica (21%); Barbados (9%); St. Lucia,
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Guyana and Belize (8% each); and regional brojects (10%). HMore
recently, in 1985 alone $33.1 million were disbursed by CDB, with the
largest recipients being Jamaica (28%); St. Lucia (12%); St. Vincent

{(7%31; St. Kitts and Grenada (5%}, and regilonal projects (18%).

4. The Central Banks and the Exchange Control System.

The Central Banks of the region play a varying but significant
role in trade finance by redgulating the banking system and
administering exchange controls.

(a} In Guyana, while import licenses are issued by the Ministry
of Trade, foreidn currency has to be sought from the central bank,
the Bank of Guyana. The externsl payments deposit scheme, in
operation since 1978, calls on private parties and at least some
state trading companies to deposit local currency in advance with
commercial banks for imports of both commodities and services. On
receipt of documents, a 30 day sight letter of creedit is issued by
the commercial bank; interest is paid on the local currency deposits.
The government split the cost of devaluation in the early 13980s with
the depositor. Since 1983 under scheme II the importer bears the
entire exchange risk. The availability of import licenses depends on
budget allocations and ad hoc arrangements and, as of late 1986, was
still very much a matter of luck and timing, and a problem for
bankers. An official of the Chamber of Commerce suggested that
foreign sellers might be provided with a lien on Guyanan export
earnings as a possible way of easing some of the acute current
payments difficulties, created by the build-up of arrears on debt; he
noted glso that the government was proposing to attract new industry

with incentives, such as higher than the usual (i.e., 15 to 30%)
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retention of foreign exchange earnings: he felt that new incentives
of this type should also be extended to existing enterprises.

{b} The Central Bank of Trinidad & Tobago has tried tc make it
easy to discount export bills, and officials there have argued that
financing is generally adeguate in mﬁnufacturing and trade, and that
new lines of credit from the Inter-American Develoﬁment Bank (IDB)
and the Latin Aherican Export Bank (BLADEX} will help exporters in
Trinidad meet the competition (who already have access to similar
credits); to help the Trinidad export industry with imports, the
government has signed an agreement with ECGD in the U.K., providing
guarantees on the import side. However, the taking on of supplier
credit or similar foreign source financing by Trinidad enterprises
needs government financial approval; but private firms often
negotiate foreidn loans on their own and comé in for approval at the
last minute when the loan is a fait accomplis -- which can make
it difficult for the Central Bank to determine its private sector
external debt precisely. Central Bank approval is needed to set up a
new industrial investment in Trinidad (to assure foreign exchange for
required imports):; on the other hand, the government was not, as of
late 1986, giving any guarantees to private ihvestors redarding
exchange risk.

In Octobéer 1983, the government (through the Central Bank and
the Ministry of Commerce) introduced an elaborate system of exchande
controls, which limits certain kinds of imports, and with
restrictions on both residents and ﬁon—residents; the system has been
more loosely enforced vis a vis Caricom countries. The controls aim *

to isolste the capital market so that assets or liabilities outside

Trinidad cannot be acquired without exchange control approval; again
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the rules have been easier for assets or liabilities in Caricom
countries. Business leaders have compldined about delays and
bureaucracy in the exchande control licensing system, with import or
export transactions apparently potentially invelving 55 forms, they
argue for reduction in delays and paper work, and that if there are
cuts in availabilities, these should be allocated proportionally.
The basic form EC-0 is for exchange authorization; the form EC-1 is
to get actual payment. One annoyance is that people have to go to
the Central Bank to get approval, not only for equipment, but even
for royalty payments. {A Chamber of Commerce official suddested that
foreign currency accounts should be made freely useable by
entreﬁréneurs, with the aim of legitimizing foreign deposits. The
EC-1 forms should be used only for invisiblé-transactions. It was
also pointed out that with the EC-0 system, firms cannbt hedge. )

{c} The Eastern Caribbean Central Bank (ECCB) services the seven
OECS countries (an eighth country, Anguilla, is being added as a
member). Normal central bank powers are split between ECCBE and the
individual member countries —- foreign exchange controls and
licensing lies with the individual countries, while the ECCB sets
reserve requirements for the banks and also sets interest rates on
all bank saviqgs accounts {(set at a minimum of 4% as of late 1886).

The EC$ is backed by 60% of U.5. dollar investments; (thus if
investments of the Eastern Caribbean Central Bank in U.S5.$ come to
400 million, then they can print up to a total of EC$ 667 million).
Foreign exchange in the Eastern Caribbean region comes mainly from
the tourist industry; if U.S.$ reserves fall below 60%, the central
bank must take EC$ off the market or experience devaluation: so¢ the

" central bank authorities are concerned about what foreign
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currencies the ECCB holds. (EC$ 2.70 to US$ 1.00 has been fixed
s5ince 1978).

In Antigua, there are no currency restrictions or controls.

Hard currency earned does not get into the banking system. The
Minister of Finance in Antigua approves US$ transactions for local
and expatriate firms {(e.g., Maidenform).

{(d} In the Bshamas, state banking is a monopoly. (All
commercial banks have foreign status.} The Central Bank of the
Bahamas sets an interest rate band, and the commercial banks respond
slowly; the prime rate was down to 9% in late 1986.

In regard to the U.8., there is no balance of payments problem.
Access directly to supplier credits in the U.5. is useful:;
merchandising companies can call and get & note by phone. New
companies have come into the Bahamas with go&d credit lines to
Flofida banks (such as the Sun Bank}), and they det started with an
irrevocable letter of credit from theée sources. On fhe whole there
is reasonably easy access to foreign exchange.

As to manufacvring, the Bahamas is a high cost economy, quality
controls are often lacking, and prices are not competitive. Basic
incentives were laid down in the Industries Encouradement Act of
1970. But there is a dilemma between the government’s tax haven
policy on the ‘one hand and the fact that the government’s revenue tax
base is dominated by taxes on imports, while at the same time local
manufacturers are vidorously urging protection. The average importl
duty on consumer gocds had reached 33% in 1988 -- up 2% across the
bﬁard in 1984.

As to controls on capital account, there is an investment dollar

market operated by the Roy West Trust on behalf of the Government of
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the Bahamas:. unlike the current account, in which the Bshamian dollar
trades at par with the U.S. dollar, the small investment dollar
market requires a premium of about 20% if Bahamian residents wish to
invest abroad. There is also a limit of $5,000 for travel abroad and
$6, 000 for education. (Ordinary exchange controls are administered
by the commercial banks on behalf of the government?.

{e) In Jamaica, the central bank (The Bank of Jamaica) runs the

auction systenm —— the foreign exchange system which has been in
operation since 1884, It is a sort of Dutch auction, held twice
weekly {on Tuesday and Thursday). Foreildgn exchange accrues each half

week, and certain amounts are set asside for official debt service
pavments, fuel i1mports, and some other officiai obligatidns, with the
balance being supplied to the market; demand at the auction comes
from commercial banks (and individuals with over J$50,000) requiring
conversion to foreign exchange. The government announces the amount
of foreign exchange available on the day prior to the aucticon. The
clearing rate is the lowest bid received.

Before the auction, there had been a unification of rates in
November 1983 and a devaluation:; prior to that there had been
maltiple rates -- a Caricom rate, an official rate, and a market (or
parallel}) rate. A lot of bureaucratic controls have gone as a regult
of the simpli%ication. Import licenses are required for some goods;
there is some worry about over-invoilcing and similar practices, and
here the customs system comes in -- where a Swiss based éorporation
was hired to check for violations, causing delays which the private
sector says affects production (and there have been threats of law
suits); the matter was being examined by the government in late 1986.

However, before the auction system, an importer would have to apply
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to the Trade Board for an import license, and then to Exchande
Control for a check of documents and to get an allocation of foreign
exchande -- and there were huge delays, which have since been wiped
out.

Since the end of 1985, the auction rate has been very stable,
fluctuating between %5.48 and 5.51; in 1985. there had been huge
tluctusations, creating internal uncertainties and having an impacht on
inflation, Since then, there have been efforts to assure the supply
of foreign exchange, and improvements in the stability of inflows:
the black market was reduced to quite an extent, so that there was
little difference between the two rates; also, improvements in the
tourist sector have led to sn increase in the inflow of foreidn
exchange, and 1t has been chanelled into the banking system.

Central bank officials indicated that the IMF program, and its
seal of approval, has beeﬁ necessary for the cooperation of other
creditors, and adjustments to the economy have proceeded accordingly.

An official of the Exporters Association noted that on average
the import content of exports for Jamaica is about 27% -- so he
suggested that 30 cents per dollar of export earnings ought to be
retained by the exporter as foreign exchange for his use in
importing,: this would overcome one important part of the foreign risk
situation, giving surer access to the import market, and assuring
availability of resources and the rate of exchange for imports.
Holders of such foreign exchange would still need approvals through
the central bank for its use, but such funds would get out of the

commercial banks, which in his view have no real commitment to

development,
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. Strengthening Indigenous Export Potential: Problems of
Undercapitalization, Management, and Entrepreneurship.

There is considerable interest in the region in ways to
strengthen exporters. Barbadan officials have noted that there has
been an undercapitalization of industries in general. the premise of
fiscal inecentives has been for the entrerreneur to keep profits
rather than get grants: there is the feeling that owner-managers have
been prone to siphon off the earnings from the good times into
expensive cars and large houses rather than into strengthening the
capital and reserves of their businesses. If indigenous
manufacturing firms were financially strong they could stockpile
output during slumps, but most of them are financielly wesk. What is
needed, they feel, is a refinancing of existing companies on &
selective basis -- finaneing them generoysly. There should be quick
rre-shipment financing for substantial orders. Furthermore, new
schemes should not be favored -- but rather get existing schemes to
work more efficiently. The Barbados Development Bank should take the
lead in such refinancing and should at the same time provide services
to management to help solve existing problems which impede
efficiency; in some cases this should involve direct management help
or even supervision. Where management is at least minimally
competent, then manadement consultants might be used for a pericd of
years to improve the efficiency of firms. These officials note that
there are a few management consultants in Barbados, and a sizesble
pool iﬁ the Caribbesn region. They feel that there should be weekly
monitoring of managemant, and accounts should be lcoked at on a

monthly basis -- otherwise when cash flow improves owner-manaders

1#
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might be naively tempted to make withdrawals for their personal use,
with possibly . catastrophit consequences for solvency later. -[The
intrusion which this proposal entails into the owner-manager’s
decision-making province would probably be resented in such very
small enterprises, and may not be at all consistent with the often
dominant motivation of independent small entrepreneurs -- avoidance
c¢f the loss of controll.

As to financing to start new ventures aimed at export markets,
Barbadan officials noted that available money is not sufficiently
soft to attract the really best source of new entrepreneurs -—-
namely, the large pool of able managdement personnel already working
on the island, most of whom already have good jnbs; these potential
founders of new ventures simply cannot afford to mortdage their
houses, deprlete all their savings, and give up thelr present
well-paid jobs in order to try out some of their new ideas -- there
is simply too much risk of losing everyvthing. What is needed. the
officials feel, is a program to tap this source of entrepreneurship
by reducing these personal risks, financed partly by drant funds, and
made available for carefully chosen export projects and carefully
chosen people, aimed at selling in the extra-regional market. {In
Ireland, which has .experimented with schemes of this kind, there are
always new companies opening). There is not a good manufacturing
base in Barbados beceasuse the indigenous firms are so weak. With a
scheme for supporting and nurturing new indigenous entrepreneurs,
they feel that even if there is a high failure rate, there will be
some employment benefits -- and some successes.

An OECS official elaborated on how such a scheme {(based on the

idea of "incubation units,” which has been tried in Ireland) might
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work: There might be 3 groups of 20 persons each, to develop and
research their individual ideas; they would be expected to critiéally
evaluate each other’s project proposels; after 3 or 4 months each
would-be entrepreneur would be given space and up to $10,000 risk
capital on a concessional basis, the use of which be would have to
defend before & board; the fledglind entrepreneurs would have common
services. aznd low initisl rent, and thev would eventuslly be pushed
out of the.nest; {in Ireland, out of 1,000 enrolees, 480 units were
launched, employing an average of 2.9 persons per enterprise},

{In Guyana, special help is provided for "micro-entrepreneurs” —-
those with investments of $5,000 and under; they typically lack
collateral and traditional commercial banks will not provide credits
for imports, so that more unorthodox methods are used: credit is
provided by GUYAMIDA if the entrepreneur can show a2 letter from a
foreign buyer guaranteeing to purchase & certain amount of exports,
and repayments can be made on an installment basis. (India has =a

similar scheme). ]

H. Raising the Priority of Exports.

Az economic policy has evolved in the newly independent English-
speaking Caribbean stétes over the past two decades, there has been a
shifting balance between inward and outward-looking peolicies, i.e.,
between (1) the encouragement of local enterprises for the local
wmarket through such devices as protective tariffs, negative listings,
tax concessions, and exchande rate policy, and (2) the active support
of export expansion through incentives and subsidies such as tax
holidays, low-cost factory rentals, priority access to foreign

exchange, and concessional finance., While to & certain extent these
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two policy aims can support each other (for exemple, in that
newly-encouraded firms to serve the internal market can in theory
eventually be expanded to become exporters), more generally over time
the policies conflict, so that where they are practiced side-by-side
{as in much of the Caribbean region) a good deal of the effectiveness
of export promotion efforts can be offset by internally oriented
meaSUres whiioh redoce the ahility of exporters to compete effectively
in internstional marketé. [There were, for example, over 400 items
on the negative list in Trinidad in late 1986 -- as an industrial
policy device. Indeed, the import content of manufacturing exports
from Trinidad averaged 45% in 1986, it had been some 50% before 1981,
vhen the government imposed requirements for local origin. ]

Economists have attempted to measure the extent of any overall
policy bias edasinst exports by estimeting the relative degree of
effective protection of production for the domestic market &s adainst
production for export, taking into account the relastive impact on
domestic and export production of all taxes, tariffs, and subsidies
(including the hidden costs of bureaucratic procedures and delays).
The results of these studies suggest such a bias is a problem in many
countries of the region. (See (78] and'[79], inter alia.) Policy
makers for each country, and redionally, need to consider ways to
shift the relative degree of effective protection toward exports, and
away from home market bias. They need to consider whether the
vresent priority for exporting is adequate, and what positive efforts
can be undertaken to make exporting more attractive in general, and
relative to domestic production.

Excbange control is an area where improvements in priority for

exports should be relatively easy to make. Exchange control systems
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in the region (as loﬁg as they remalin necessary) need to be made less
arbitrary, less expensive, and less time consuming, especially for
exporters -- in particular, making sure that the import content of
exports is given priority over other imports. Complaints on this
score have been widespread, and the exchange control system in one
country was characterized as "MAD" (for "Maximum Administrative

Delay "), and was accompanied by great inconsistency and uncertainty
as to actual government policy. It seems reasonable to believe that
only under unusual circumstances of retrenchment in foreign exchange
outlays can any case be made for impeding current export earnings, or
endangering future export earnings, by failing to make available the
necessary imported raw materials or components for exports,

While some steps to increase the priority of exports should be
relatively easy, others may well be feasible only gradually. Some
countries may find that the domestic employment consegquences of
shifts in the incentive structure away from the home market are
unacceptable in the short-term. Given the increasing emphasis in the
region on production for export, and the pressures for efficiency
which this entsails, and the disenchantment with creating, and then
perpetuating, protected import-substitution monopolies, especially in
very small markets such as those in most of the region, it would seem
reasonable to link the further continuation of negative listing and
QRs, at least for some suitable imports, to serious efforts to work
toward the exportation of such preoducts, and to a fixed time-table
for phasing out such controls. Where such contreols remain justified
on practical employment grounds, the possibility of waivers {(even
automatic exceptions) should be considered -- for the purpose of

allowing exporters maximum flexibility to lower their costs, and
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improve the quality and reliability of their products, thus making
exports more competitive, and brinding net foreign exchange benefite

(and possibly even employment benefits) to the country concerned.




Fage 48
Fart I1: SFECIAL MECHANISMS IN TREADE FIHANCE
A. Countertrsade. {See references [46] to [607).
The term untertrade” covers a wide range of trade practices

which link the acauisition of imports in part or in full to the
reciprocal provision of exports. The aim of such practices might be
one or more of the following: 1) Galning new marhets for exporis,
enlarding existing M&rkets. or sustaining markets which would
otherwise dry up for lack of conventional financing: ZY HUsing the
bardaining leverage of large purchases to obtain development benefits
such ag increased domestic investment (through 4Joint ventures and
with transfer of technology), gusranteed long-term purchase of new
plant output for export, or guaranteed purchase of other exports: or
3 Obtaining imports despite such problems as lacl 2f foreign

exchangese, inconvertibility of one or both trading vartners

currencies, acute imbalsnces in bhilatersl trade., and the breaskdown of

ordinary import financing (because of unresclved soute debﬁ servicing
problems and accumulation of arrears. which may have choked off
ordinary commercial obr officisal financing of imports).

There are a wide variety of types of countertrade {though the
termincology may vary somevhat among practitioners, and there is some
overlap in the categories presented below): (See [47]. p. 30; [461,
App. 1, pp. i-iv: [EBO2., pp. 2-4; [481, pp. 5-7, [1D], p. 14},

{1} Pure BHarter: HNow auite rare, it is simply the direct
exchange of goods without any monetary exchande {(for example, the

governnents of two developing countries daesss=tly trading asgricultural

surpluses under a singdle contract. to their mutual benefit),
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{2 Counierpurchase: This involves two loosely linked trade
flows ~- Lypically here an importing developing country contracts to

puy a fived amount of imports for cash or credit! at the ssame time,

had

under A separate contracht, the exporter agrees to purchase a fixed
amount. of goods from the inporting country {(equal to part or all of
the value of the imports in the first éontract (bt the goods to be
bought under the second contract are unrelated 1o the goods under the
first contractl,; furthermore, the purchaser under the second contract
may biuself disvose of the gonds acauired or way turn them over to
specialized hrokers for marketing.

{3} Advance Purchase: A special type of counterpurchase
arrangement of use for developing countries with Jdifficult debt
problems {or otherwise considered to be especially risky), whereby
they first export an agreed array of goods and have the payvments
vlaced into an escrow account in the recipient. developed country;: the
escrow account 1s then used to pay for the agreed imports (and these
imports are then shipped). thus eliminating for the exporter in the

developed country any risk of non-paywment for lack of foreign

exchange.

(4) Offset {or Compensaition): Arrangements in
connection with the purchase of high-value larvde-soale exports (such
as equipment or alrcraft) whereby the large sige of the prospective

contract and the keenness of competitlion among alternative sources
makes 1t feazible for the importing country to obLain some offset or
compensation for awarding the contract to a particular source, in
addition to (and often partly in place of) the usual medium or
long—-term export credits., In direct offset, the exporter agrees

to buy some of the components for the export goods themselves from
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the lmporting country, and even Lo provide finance. btechnology
transfer, or technical assist&née to make this feasihle. In
).indfvect offzet, Lhe exporter agrees 1o purchase goods which are
unrelated .o the export project itesel?d, with payioent arrangenents the
same as in counterpurchase. {For a derscription of the widespread
reqguiremnent of offsets by governments, such as those of Canada,
‘Greece, Spain, Australia, Turkey.and Saudl Arabia, particularly in
the eoﬁnectimh with large military purchases, see [E97).

() Euy*ﬁaak Azreemenity: Arrandements for the lond-term
financing of the export of capital goods or entire turnkey production
plants to developing countries, using the export of soods produced by
the new facility dirvectly to pay off a substantial part of the
investment; typically TH-80% over a b to 10-year period, (thoudh some
buy-back arrangements may c&i] for fepayment of the.inveatment with
Lthe export of goods unrelated to the investment itaelty,

(8 Bilateral Clearing Agreemenits: Freguently used in the
intra-trade of developing countries, this devies involves each
partner éountry apening an acoount in it own cucvreency for the use of
the_pther partner at on agreed exchande rate bebtween the two
currencies. The clesring accounﬁ has A limlt set onn the size of the
deficit in this bilateral trade. with any excess heing paild in
convertible currency.

(7)) Switeh Teade: Where bilateral ftrade remalns
rersistently unbsalanced, the otfficials of the countries participating
in a bilateral cleaving arrangewnent may agree Lo pearoit the use of

the unsetbled surplus 1n o clearing account by swibtehing such funds

tn cover bransactions involving a third country. This is typically

done in Lwo ways: AY The surplus country buys @goods from a third
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cemn ey anc Gthe poosnont o aeele in hard cuvrency by the deficit
ey g o s badbanes do bhe I lewring account - but less a2
discount, which the surplus country has agreed to acocept; b)Y The
surtlus conntry sells the elearing balaonce of the deficit country to
2 third counbry willing to buy further goods from the deficit
counkry; the surplus country receives convertible currency less a
discount, which it 1s willing to accept. - Switch traders or brokers
aften act so intermediaries in arranging such transactions and may
affer regular quotationé of switch rates,

{3y ITrvduotprrial Cooperation: This may comprise buy-back
arrangemnent.s, opr more generally agreements to provide technology
transtfers, jolnt ventures, and subcontracting to help support the
industrial development of an importing developing country.

Countertrade 1z often criticiszed by economists as being

efficient and leading to a misallocation of resources., But
countertrade may itkself be a weans of correcting Lhe digtortlions
brought about by = unsuitable {overvalued) exchangéArate, in that it
periito selective devaluation on a case-byv-case basigs through the
informal discounts on exports which are necessary Lo make
countertrads bransactlions work., (See [47], p.16),

Estimntes differ greatly on the importance of countertrade,
ORECD has estimated (1471, pp. 11-12) that perhaps &% {(gome $4
Fillien) of its members’ overall trade with oil-exporting developing
counbtries was in the Torm of counterhrade in 19330 some 5% ($17
hillion) was in this form in the case of QDECD trade with non—oil
exporting developing countries; about 15% ($15 billion) was in such
form for OECLU trade with East European countries; and aboubt 2% ($16

hillien) ws=o in countertrade form in the case of inbra~-OECD trade.
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U mdddbion, bhese csLimsbes indionte that 10% (13 bhillion) of the
totra~-trade of developing countries was in the form of countertrade,
Ao 305 (314 Billiond of developing country trade with Fast Europe
wias o bhim Farmn. Thus, according to these OECD eztinates. At most
abont 20 billion or 5% of world exports (excluding the intra-trade
oi East Durope and trade under bilateral clearing agreemenfg} wAas 1n
the form of countertrade, and, leaving out trade with East Europe,
the total was only about #50 billion. Of course zome individual

developing countries had much higher percentades. {Less reliable

aeshimat

iy
N

; pul countertrade volume as high as 25-40% of tobal world
frade; estimnates by IME are wmuch lower (1%) and GATT has estimated
some 3 or 9% of worid trade 1s in the form of countertrade; see [471,
p.o LY oand (487, ©o 3.9

o o the conhs of countertrade arrangenents. These are l1ikely

b

o be wuch higher than the costs of conventional trade finance

{(Elhicngh ol e arily higher than the penalty costs for
convantionsd T lnanoes facing developing countries eveperiencing
difTirnlties in meching external financlal okhligabions), For
cuanple, The discounts on the gprice of goods in the case of bull
commod ities whiclh are easily marketed may be only -1 to 3% while for
manufactured Foods (which are swch more difficult to market)

discounts may reach Z0% or more, Commissions paid ko intermediasries

"

sale of exports from

O

L counbeerparahases or offseb deals for th

cdeveloping conntries may vary from O.5% to nmore than 5%, ([10] p.17).

On balance, These additional selling costs may typically resnge from §

tor 1RY of the value of Lransactions —— though sometimes considerably

Nevertheless, in intra-trade anong developing countries




ﬂwffﬁrinﬁ Tvrom finoancial shrindency, barbter denls and other
countertrads arranfdenents may avoid foreign exvchange expenditures,
andd thus msls pozgible trade which would not otherwise occour. Even
where countertrade regulires costly digecounts, high fees to
internediaries and expensive international financing., this may bhe &
yelter aslternative for a country with severe debf problems than the
inflated coets of finance for conventional trade facing such
countries, or than being unable to proceed at all with some trade
bransactions, ({1Q] p. 19). Inn other cases, the develapment impact
Al foreidn investoent, joint ventures, technology truansfer, and the
posgibilitﬁ af opening up new export markets make some countertrade
srrangements abttractive Lo develoning country governments despite
additional costs such arrandements may face,

T the English-speaking Caribbean recion, countaertrade has been
an important trade financing and trade policy device particularly for
Suvana and Jamaica -—- the two countries in the refdion with the most
acute forelgn exchange and debbt servicing problems (see Appendix, pp.
Y, helowd, its woe in inbtra—trade of course therebhy involves a
wider circle of Caribbesn countries in such countertrade
arrangements.
in Jamszica, s number of countertrade agreements have been made
cduring the 1980%. involving, on the one hand, exports of bauxite or
stuminsa Lhrough the state marketing agency for these produacts, and on
the obher hand, ivnports such as foodsbuffs from the U005, ., trucks and
care from the D2, and prefabricated houses and conshtruction
matefialﬂ from #ugoﬁlavia. {1471 p. 35°.

In Guvarna, barter tracde has come Lo he viewed by some officials

an oa last resort. their experience with 1t suggests that Guyana may
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e worse off when barter is u;ed; in entering such deals, they
procesd from wealkness, since they often lack the information that the
'.price signals from a market at least provide -~ and they feel Guyana
1s no match in most cases for the skilled bartér negotiatdrs from
countries with decades of experience with such techniques. The
golution, in the view of theze officials., ecalls for investment,
recognizing the need to expand trade by explolting, intensively and
extenzively, Guysna’'s natural resources {(where its comparative
advantade lies) and OVércoming the acubely limited investment,
technclogy, and management resources by bringing them in from
neighboring countries where they are abundant —— through the
technigque of Jjoint or wholly owned ventures, wnich produce for export
to countries supplying the capital, and provide for service on the
investunent and for the liquidation of past Guyanan indebtedness.
{Such 2 system of ventures, while initially in the form of
countertrade arracgenents, might enable a return to noraal payments
arrangdements in future brade). Arrangenents of this zsort have
alreasdy begun to happen, For example, Barbados hag worked out & deal
in Guyvana for cardboard boxes based on-Guyanan raw materials,
corrugated in MNorth America by Barbadan investors in return for a
franchise for the rest of the Caribbean market, export revenue pays
for investuent in equipment and finances import of some raw materials
-~ and it also is used to reduce Guyana’s indebtedness to Barbados.

Overall, while it is not a tidy financing arranfdenent, the scheme

T
T

worke and sdditicnal Lrade 1g generated,. Quyana 12 seelking ways Lo

exploit, for example, i1ts vast timber resources through multi-country

ventures of thig sort,
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B. Intra-Regionai Payments Arrangdements.

[See below, Appendix pages 13 to 15, and Table 7, for an
analysis of the statistics oﬁ intra-regional trade trends from 1860
to 1985. (Additional data, including statistics on the
intra-regional trade of individual OECS countries, is shown in
Supplementary Table B.)]

The Caricom Multilateral Clearing Facility (CMCF} began in June
1977, replacing a set of bilateral payvments arrandements which had
‘operated since 19869. CMC? was aimed, first, at promoting the use of
members currencies in settling eligible transactions between
éountries in the region, thus limiting the need for foreign exchange,
secondly, CMCF was saimed at expanding cooperation in monetary and
banking matters, thus promoting the expansion of intra-regional
trade. The Central Bank of Trinidad and Tobago acted as agent for
the facility, recording a country;s imports from other menmbers as a
debit_and exports to other members as a credit. Countries in overall
deficit made settlements in foreign exchange twice annually (June 18
and December 15) equal to 50% of amounts outstanding, and these were
paid to creditor countries in the same proportion. Payments would
have to be made in less than 6 months if individual country credit
limits were exceeded. These individual country credit limits were
established as follows (in US$ million): Barbados (10.0); Belize
(8.0}; Guyana (29.5}); Jamalca (Z7.5); OECS countries (23.0); and
Trinidad & Tobago (2.0) -- with total credit available amounting to
5% 100 million. The facility thus provided additional liquidity of
particular benefit to debtor countries with scarce foreign exchsange.
Nevertheless, the system had to be suspended at the end of March

1983, when the credit limit was aexceeded, and & major. debtor (Guvana)
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was.unable to settle the required amount due. The system has since
been replaced by & series of bilateral clearing agreements.

.The lafgest arrears which accumulated under CMCF were 6#ed by
Guyana {$98 wmillion), with most of that owed to Barbados ($65
million)., [In early 1985, the Manufacturers Hanover Bank offered to
buy the $65 million in arrears (at a discount said to be at least
-15%}, but first the Bank wanted a binding agreement as to which
products Guyana would provide and in what time frame. slhernatively
the Bank proposed to take the products, sell them, and then pay
Barbados. Products proposed to be taken under the scheme by the
Mapufacturers Hanover Countertrade Department were shrimp and gold
(although the high marketability of gold would appear toc make it a
poor candidate for & discounted countertrade deal, unless it was
linked to some additional extractive investment). In any event, the
arrangement was not made. ]

Interest has remained keen to restore some sort of multilatersl
payments arrangement, despite the difficulties. {It is clear from
the data in Appendix Tables b and 6 that intra-trade is particularly
important for the OECS countries, especially for exports but also for
imports, while Guyans has been especially dependent on intra-regional
imports}. One of the issues, where views diffef, is the scope of
trade toc be covered by a revived facility, i.e., whether major
commodities such as o0il and petroleum should be included or whether a
scheme should be limited to so-called non-traditional exports. If
the scheme were to begin modestly by initially limiting 1t to
non-Lraditional intra-regional trade, one would need to agree on what
is meant by traditional exports for each participating country. For

example, for Barbados, presumably light manufacturing and electronics
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would be non-traditional, as compsred with earlier adricultural
exports. {See Supplementary Table C for the. structure of exports for
each of 13 countries in the redion}. While the object initially
should be to emphasize the creation of new additional export

flows with the support of a new clearing facility, it is not feasible
or desireble to exclude existing flows. As the scheme proves 1its
workability, member countries could agree to graduélly integrate some
more traditional "hard currency” trade flows to the mutual benefit of
all parties. Eventually encouragement of the expansion of all export
business, including traditional, is obviously important.

Another aspect of a revised scheme is whether it should be
limited to financing only the value added in the region or, if not,
what the cut-off point should be for external import content. A
further key question is to what extent outside resources might be
mobilized Lo provide financial support for a revived scheme -- and
how such support might best he used to help stretch scarce foreign
exchange resources and expand intra-regional trade, while maintaining
the solvency of the arrangement. A special problem in any revival is
how to treat the past intra-regional debt: could it be ligquidated’
within the mechanisms of any new scheme? If arrears grow, what
provision would there be in a new scheme to pay them off? Can there
be an automatic provision for shifting hard currency. export earnings
to balance the clearing scheme's books after a rcertain delay?

The following is an example of a proposal (unimplemented) for
revival of a multilateral pavments facility in the region: The
Jaribbearn Association of Industry and Commerce put forward a scheme
(77) at the beginning of 1985 to revive a multilateral payments

svstem on a limited basis in the region, It would be financed by &
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US$_25 million revolving fund to he subscribed by the central banks
of the region and would be run by a Caricom Multilateral Payments
Corporation (CMPC). The scheme was to be limited to financing trade
~in Caricom-origin commodities and for Caricom travellers Cheques
only. GSeparate accounting would be provided for eligible flows, and
settlements would be on a quarterly basis. The amounts subscribed by
gach central bank in US3 would constitute the limit of credit that
céuld be sxtended to thét particular coﬁﬁtry under the scheme. On
each quarterly settlement date, account balances would be cleared and
net differences determined; settlement of deficits would be 100% in
hard currency. If a debtor central bank is unable to pay, for
acceptable reasons, within some reasonable drace périod, then the
Corporation would arrange to purchase the debt at a discount, borrow
funds to pay off the creditor central banks, and at the same time
sell the debt to an extra-redional broker who could use_the deht as a
"purchase right" against a predetermined list of commeodities or
services from the debtor country, during a defined time period. In
addition, CMPC would guarantee repayment of the debt to the broker.
The surplus countries would in effeet be financing any such
discounts, and this should be considered as either a subsidy or an
investment toward improving the economy of the debtor couﬁtry.
Persistent deficits that cannot be financed without discount.may
reflect real supply difficulties restricting exports, and may have to
be handled by periodically restricting the eligibility of commodities
for the scheme, 5o as to restrict the excess imports of the debtor
and thus to achieve a viable and sustainable balance of the trade
flows over time.

Redional cooperation in the form of a multilateral clearing
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-arrangement (if it can be kept sclvent during the time when some
currencies in the region are inconvertible) can be seen as a step
toward the longer-run achievement of a common currency area, which
'could provide substantial benefits to all of the countries of the
region under suitable circumstances. Another step in that direction
might be the creation of a Caricom unit of account (CU), based, for

example, on a trade-weighted basket of currencies, as follows:

Country Exchange Hate Fercent of Total
per 3.5, @ Regional Trade
' {Exports + Imports)
Trinidad & Tobagdo 3.80 43 %
Jamaica 5.50 11 %
Guvana 16,00 iE %
Barbados 2.00 15 %
Belize 2.00 1%
QECS 2.79 18 %
Weighted average 4,18 100 %

The resulting welghted average of about 4 per U.35, dollar could be
defined as the value of a Caricom Unit of Account (CU). Use of fhe
CU for intra-regional trade would be like trading in a hard currency,
almost. The basket of currencies making up the unit of aocount would
be redefined if there were a devaluation, but the CU would provide a
cushion against any single devaluaticn. For example, Barhados could
trade with., seyv, Trinidad and not fesel the full force of a Trinidad
devaluation., snd Trinidad would suffer slightly less than the full
force of ites own devaluation in terms of Cl trade. Each of the
central banks in the regicon would Keep an account in Cls, A central
administrator (in effect, the nucleus of a redional central bank)

would get Caricom country currencies as pavment for exports (at the
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CU exchange rate for each currency). Exporters would set price in
Clls and would be paid in their own local currency by the central
administrator. The essence of the scheme is twofold: first, there
is some avoidance of commercial costs of shifting in and out of hard
currencies; but potentially important when circumstances warrant it,
would be the pnssibility for automatic or controlled credit creation
of Cls, in support of inter-regional trade expansioﬁ {perhaprs in =

manner simllar to SDhEs for global reserves).

C. Deﬁt—for-Equity and Similar Swaps.

As the developing country debt crisis has pergisted, various ad
hoc arrangements have grown up aimed at converting'some of the
outstanding bank loan debt into eguity holdings. This has involved,
in the first place, growth of an established secondary market for
developing country debt, in which outstanding bank loans csn he
traded among btanks themselves {(to adiust their country risk
exposuresy or sold to third parties at deep discounts, the size of
which depends on the prospects of the debtor country concerned. The
following are some examples, as of mid-February 1987, of prices in
the secondary market for sovereign loans of Latin American countries
(as a % of face value of the loans): Ardentina (864), Brazil (72),
Chile (683, Columbia (8?), Ecuador (65), Mexico (883, Peru (17). aﬁd
Venezuela (737, (Source: {581, see also (41, p. 172-175%.

These discounts are so large as to make them attrasctive to
investors if they can usze themn to buy local currency for projects in
the developing country concerned, At the same time, debtor countries
have becowe more positive sbout having multinational corporations use

such funds for investument. Investors can take these loans to the

=
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central bank or finance ministry concerned and sell them for local
currency (at face value in some cases, as in Chile; or at a discount
in other cases, as in Mexico). The local currency can then be used
for an agreed investment.

These arrangements have been in most caées carefully cbntrolled
by the developing couqtries concerned. For example, Brazil had
approved about $350 million in such swaps as of early 1887, The debt
arproved for conversion was limited to over-cne-year debt and Lo
maturitiés which fell due in some specified recent period, excluding
public bonds or guarsnteed export credits or loans already
rescheduled. At the same time the Brazilian central bank considers
the transaction as s foreign currency investment wﬁich cannot be sold
{or involve any repatriation of funds) for seven years. Critics of
debt-for-equity swaps have cited their possibly inflationary impact.

" their potential for capital flight, the opportunity they provide to
multinationals to pick up assets at bardain bssement prices, sand the
possibly negative effect they nay have on creditworthiness and on the
ability to meke new borrowings from abread.

Given the desire of many banks, including some U.5. regional
banks, to opt out of-thé relending operations which have been

ecessary to maintain debt service by major developind country

=

debtors, there is potehtially a larde supply of bank loans for the
secondary market, btut the pace at which debt-for—-equity investment
oppoartunities have opened uy has been too slow to makes much of a dent
in the total developﬁng country bank debt outstanding.

Bowever, at the end of 1957, a dramatlc new plan was put forward
by Mexico (which devised i1t in cooperation with J.FP. Morgan &% Lo.ﬁ.

Under this plan, Mexico’s cutstanding foreign bank loan debt of some
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353 .billion might be reduced by ss much as $20 billion, and he
replaced by up to an additional #10 billion in Mexican government
20-year bonds —-- fully backed by 20-year U.S3. government zerc coupon
bonds fully dedicated as a guarantee of the repayment of the Mexican
bonds (and which Mexico will be able to buy now for about $2
billion). The Mexican bonds, once issued, are expected to be easily
marketable, given the guarantees. {Another attractive feature was &
doubling of the interest spread above LIBOR which the bonds would
carry, i.e., 26/16 percentage points as agdainst 13/26 points for most
existing Mexican bank debt.} While major U.S5. money center banks
were holding back from the plan, it appeared likely that many
Eurorean and Japanese institutions-would make bids}for these bonds by
the deadline of February 26, 1983. The averade discount expeched,
originally of 50%, may turn out to be somewhat less, and the total
amount accepted may be only half the original expectation, but
nevertheless the plan is likely to he considered a success, providing
substantial debt service relief to Mexico, and a substantial outlet
for banks wishing to liquidate their exposure in developing
countries. How much a precedent this plan will be remasins to be
seen, and what effect it will have on the ability of countries using
it to obtain new borrowing is of crucisasl importance. (See [72]1 and

{7313,

In the Caribbean region, Jamalcs announced n debt-for-equity

7]

a

program, with a new unit in the central bank to be assigned to this
wark as of April 1887 (see {7013, {In a broader context, Jamaica

also put forward a proposﬁl for linking debi servicing o economic
growtkh, with new credits to bé conditioned on tardeted reductions of

debt service ratios to sustainable levels over a programmed period
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{see [71]). - ({For =a discussion-of .24 different options for modifying

the hurden of debt from bank lending. see [4]), pp. 93-198}).]

D. . Longer-Term.Capital Sources.

1. Bond Financing. .

Data from OECD (source [843) on gross external debt outstanding
in the form of bonds are avsilahle for four of the larger economies
of the region, as follows:

Bonds (US$ Million)
{(Gross Debt Outstanding;:; End of Year Data)

1975 1981 1982 1983 1984 1985
Barbados 4 -— -— 17 17 36
Guyana . 12 14 6 B 5 5]
Jarmaica 63 19 7 L) 'y Y
Trinidad & Tobago 17 44 43 43 83 1685

Over the past decade, bond financing has been growing in importance
for Trinldad & Tobado and for Barbados; at the same tinme, it has
shrunk in importance for Jamaica to the point of disappearing, and
has declined to a very low andlunchanged level for Guyana. Eveﬁ the
hiéhest of the figures (USE 165 million for Trinidad) came to only 9%
of total debt outstanding and was equal to only 11% of merchandise
imports in 1985, Indeed, the government of Trinidad (and some state
enterprises there) do borrow on the Eurodollar bond market, and the
central bank does extensive borfowing or the:yen market; (the central

hank also does gsome slimple swaps againgt its own portfolio).
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2. Innovative Techniques in Accessing the Capital Markets of the
Developed Countries.

A number of innovations, some of which have been proposed but
not yYet implemented for developing countries, could be of interest to
Caribbean countries. A major objective for the management of
external finance is to make sure that it contributes to the growth
and stability of income, and many of the innovations desl with
achieving better cash-flow matching {(at both the enterprise and the
national level) -- which means not only obtaining finance when it is
needed, but repaying it at a time when the deQeloping country can
best afford to do so, teking into account the cyclicality and
volatility of production, demand, and prices of thé primary'
commodities that dominate the exports of most developing countries,
including the English-speaking Caribbean countries.

{a) Interes? and Currency Swars: (References [611-1681).

Finsncial markets have develored new technigues to hedde agsinst

(]

risks, but these have so far been little used by developing
countries.l Interest swaps and currency swaps are new markets which
have been growing at a very rapid pace. Typically, in an interest
swap there are two parties, one party with a fixed-interest
obligation and the other with a floating-interest obligation of about
the same si1ze and durstion: earch party agrees to service the other’s
ohlidation, since they find this to be mutually advantageous. (For
exsmple., one of the parties mav have had better socess to fixed rate
debt at favorable terms. but prefers to pay floating retes, and vice
versa.) Tyvpically, in a currency swap two parties with loans of
similar size, but each in a different currency, may find it

advantadeous to agree to have each party service the other’s
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obligation. Each party may have a comparative advantage in borrowing
his own country’s currency, but each party may be expecting a future
stream of foreign exchange earnings in the other’s currency (as would
be the case for exports from each party to the other’s country}.

Currency swaps in particular can reduce risk exposure. The debt
crisis for many developing countries in 1983-198% was aggravated by
the fact that their exports to Europe and Asia declined in dollar
value with the appreciation of the dollar, eroding the ashility of
these developing countries to service their debts, which were mainly
denominated in dollars. Of course, if these debts had originally
been contracted in currencies that matched their export destinations,
this risk could have been avoided. The same result can be
accomplished {at least in theory) through swapping intoc liabilities
denominated in currencies in which export prices are guoted, (Ses
{51, pp. 71-74%., The reluctance of banks to enter into swaps with
developlng countries stems from the possibility of rescheduling: but
the availability of swapr insurance may overcome this barrier.

(b)Y Combining Swaps with Export Credits: Swaps have been
combined with export credits by some OECD exporters in order to he
able to offer lower terms to buyers -- with the result that the
interest rates on the credit to & developing country buyver ran end up
lower than the OECD Consensus rate, The potential for swaps in
export credite rests on the subsidy element that is typically
iniected by a state export credit institution 1n order to bring
marketr rate funds down to Consensus rates. {See Part I, above,

Pp. 11-12). By taking the subsidy from & high interest rate currency
{say, the Norwegian Krone) and swapping it into & lower interest rate

currency {(such as the DM or the yen), the exporter can offer his
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customer very attractive loan terms. These deals can be complex,
involving up to five psrties —-- the exyporter. the buver. s bhank, the
swap counterparty, and the export credit agency. There can be
difficulties with these arrandgements, first of all in convincing the
buyer and his central bank and finance ministry of the advantages.
Since it is hard to get full coverage of the credit risk from the
export credit agency. soﬁe credit risk remains for the swap bank., If
the purchasing developring country is itself classified as a difficult
risk, it may be hard to find a bank willing to undertake a swap with
the buyer. Furthermore, 1f the export credit involves a project with
a long drawdown pericd, it may be much trickier to organize a swap.
Nevertheless, if these difficulties can berovercomé, very competitive

credit offers to buvers in some developing countries may be avaiable

for exploitation. (See [6837.
() Index—Linked Bonds: The borrowing costs of developing

countries might be reduced considerabliy 1f index-linked bonds were
available. These would overcome many of the sources of anxiety in
lenders minds about the future by providing for the upward revision
of the value of the principal in line with an appropriaﬁe price index
{and interest payments would also rise with inflatieon); [5]1 pp.81-82.
(d) Commodity—linked Bonds: Another device for borrowing
that. would be helpful to developing countries dependent on the export
of s few hasic commodities is the commodity-linked hond, which would
specify that debt service peyments are to vary with the price of =
commaedity or of a basket of commodities of relevance to the borrowing
country’s economy; borrowing in this form would provide for much
improved cash-flow matching of the country’s capacity to ray and its

debt service obligations. ([5}, pp. B3-87).
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3. Regional Capital Sources.

There are major pools of capital in the region, or under control
of residents of the region, that might be more effectively mobilized
for regional development. The major trading families, for example in
Places like Antigua, have considerable financial resources and have
made occasional efforts at local manufacturing: they remain an
important potential source of finance for new manufacturing or export
ventures, (and negotiastions should be undertaken in advance by the
relevant authorities to ensure that appropriate incentives are
provided for such ventures); such families are also potential sources
of capital for investment in suitably designed redional development
institutions. Similarly, the considerable wealth of Trinidad &
Tobago makes it natural that it play a role in integrating the
capital markets of the region, and be looked uron as & source of
capital for the smaller or poorer countries of the region.

The considerable fund of resident capital in the Bahamas should
be tappred to help finance export development there, and alsc to help
form, for example,'a region~wide venture capital pool. A
reinvigorated and more development-oriented Bahamas Development Bank |
might mobilize funds from the clearing banks, and particularly from
the National Insuranée Fund, which is well endowed and has excess
funds seeking apprropriate investment; the BDB could thus come to play
a key role in developing a more balanced loccal economy., while
providing significant seed money for broader venture capital
cooperation throughout the region. The Bahamas authorities might
indeed provide exceptionally for their local investors to access such

a regional fund directly for investment purposes, at a favorable
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exchange rate, as compared to the present “investment dollar” rate
under which Bahamas residents pav some 20% as s premium over the
regular exchange rate for investing abroad.

Unsettled economic conditions in some of the largest economies
of the region for more than a decade have led to the migration of
skilled professionals and entrepreneurs from the region -- and to a
considerable mmount of "capital flight” by such persons and by
persons who continue to reside in the region. While such capitsl
flight cannot by its nature be easily measured, rough estimates for
the preriod 1978-1985 suggest that Trinidad & Tobago may have had
capital flight of 0.5.% 1.5 billion, and Jamaica of perhaps U.5.% 800
million, and the cumulative amounts over a longer ﬁeriod may be
larger. Whatever the sactual amounts might be, it is eclear that
measures to re-atiract such capital to the home country or to the
refion deserve serious attentiorn,; such messures might include the
establishment of special hard currency accounts or bonds., with the
proceeds of the foreign exchange avallable again for investment 1in
the region. (For example, a U.5.% bearer bond, handled by the
commercial banks rather than the central bank, say in Jamalca. is one
wayv to access the foreign exchange held abroad by residents?.
Measures to re-sttract expatriates who could establish or manage
export prodects, and even finance them. would be especially valuable.

{See slso [BO1)Y.

E. Compensatory Financing. {Reference: [74) and [75]).
The international community is tryving to devise ways to azssure
adequate compensation for developing countries {(particularly those

most heavily dependent on one or & few basic commodities) for
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shortfalls in export earnings as comparéd to projected earnings
(measuring this gap by deviations from some sort of trend line). The
aim of such financing is to provide a cushion against the potentially
severe repercussions from the loss of expected foreign exchange
engendered by shortfalls, thus bridging the period of shortage, and
with the expectation that export earnings will revive in reasonable
time.

Twe existing facilitlies provide this type of brideging finance to
developing countries: {1} the Compensatory Financing Feacility of the
IMF (IMF-CFF), and (2} the STABEX scheme operated by the EEC.

IMF-CFF provides finance for shortfalls in total merchandise trade,
while STABEX provides finance for shortfalls in ceftain individual
commodity export earnings from the EEC market. Use of the-IMF
facility is alwsys potentislly subject to various IMF conditions; in
the Third Convention on EEC aid to developing countries, conditions
for the wuse of STAREX were introduced for the first time, calling for
remedial action on the causes of shortfalls or in fostering
diversification. Thus the use of these schemes is now not automatic,
and many countries eligible for IMF-CFF., for example, m=y choose not
to draw on it.

UNCTADL has for some time been studying the need for a new
farility to complement the existing ones and to provide more adeguate
support. for countries suffering earnings shortfalls, particularly
focussed on losses in commnodity exports. As part of these stud%es, a
number of alternative estimates have been made of the amount of;
export shortfalls that might reasonably be subject to compensation,
using different assumptions as to the method for establishing an

appropriate trend line against which to measure shortfalls; these
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techniques have been applied to the actual'export flows in the 5S-year
period 1980-1984 (see [741). In the tabulation below. the range of

these estimates for each of 10 Caribbean countries is shown, in

comparison with the actual amounts of compensatory finance received

by each country from IMF-CFF and STABEX during the same time period:
1980-1984 Annual Averages
(115% Million) (As ¥ of
——————————————————————————————— Totsl Exportel (2
(1'Estimated Actusl Filpshose  ceccmmmmmmm e ——
Export — —---oooeseeooo oo Highest Total
Shortfall IMF-CFF STABEX Shortfall IMF-CFF s
Country {(Range) Drawings Transfers Estimate  +5TABEX 9
Antigua 0.1-0.3 0 0 3.0 0
Barbados 3.2-6.3 2,58 0 2.9 1.2 ’
Belize 2.0-8.3 0.77 0 12.0 1.1
Dominics 0.5-1.9 0.52 0.75 $.3 6.2 |
Grensda 1.1-4.4 0. 36 0. 50 25. 1 4.9 ;
Guvana 18.2-53. 4 1.30 0 19.6 0.5 '
Jamaica 42.9-110.0 oh. 2% 0.7& 13.86 3.7
St. Lucisa 0.2-2.1 0.28 0.34 5.4 1.6 f
-5
St. Vincent 0.1-1.9 0.34 0.23 5.9 1.8 '
Trinidad & Tobsago 1.1-6.8 0 0 Z.4 0
(1) Estimstes used are the 4 gross formulse, without thresholds, and

the non-fuel commodity sector basis for all 4 formulae. {50urce: :
Tables 1 and & in 1741, Addendun. esnd export data from Supplementary ;
Table B, below). {27 Excluding petraleum exports for Trinidad. !

As can be seen in the above tasbulation, existing compensatory
financing schemes provided funds equivalent on averade to more than 2
percent of export earnings only in the case of Dominica (6,2%},
Grenada (4.9%), and Jamaica (3.2%),; at the other extreme, three

countries received less than 1 percent of export earnings in this

)
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form -- Guyana (0.5%) and Antigua and Tfinidad {each, O0%). If the
UNCTAD secretariat estimates can he talen as & ressconsble estimaste of
the need for compensatory finagce, then it is clear that there is an
important unfilled financing gap here. Expansion of compensatory
financing facilities and the creation of new complementary
facilities, focussed particularly on commodity export shortfalls,
could substantially assist Caribbean countries. {Detaills as to the
degree aof dependence of 13 countries in the Caribbean region on a few

commodities can be seen in Supplemetary Table C, below. ]

F. Other Trade Financing Techniques.
1. Back-to~Back Letters of Credit and Transferable Credits.
(References: (811; [2]), pp. 375-378, and [3], pp. 165-170).
The problem of obtasining pre—shiﬁment finance for an exporter
who does not himself have adequate credit rescurces can often be
sclved through the use of back-to-back or transferzble letters of
credit. The begcek-to-back technigue works as follows: An exporter
with a firm order in hand and who is &5 a result the beneficliary of
an irrevocable letter of credit issued by his customer can use that
credit itself as security at his bank for obtaining finance to pay
suppliers ~- in effect the exporter. who may not be highly
creditworthy can take advantagde of the creditworthinessof his
customer in order to persuade his own bank to endorse ancther letter
nf credit in which he., the exporter. is the applicant and his

supplier is the beneficiary. Thus the first letter of credit is

~assigned to the exporter’s bank and becomes the security for

confirming the second "back-to-back” letter of credit.

A variant of this arrangement involves only & single letter of



.

Pege 72

b

credit. The exporter asks his customer to open a transferable
irrevarahle documentary letter of credit in his faver. which the
exporter, as first beneficiary, can transfer to a second beneficiary
{often the supplier or manufacturer, when the exporter is only a
sales agent). In a transferable letter of credit there is only one
issuing bank. Under ususl practices, the credit can only be
transferred once, but the transferor can change the latest shipment
date and the expiry date to give the exporter time to receive goods

from the supplier and ship them to the buyer abrosad.

2. Forfaiting. {References: [37]-[453).

Forfaiting is a form of the familiar banking technigque of
discounting receivables [39); it usually applies to the bills of
exchange or promissory notes issued by importers, typically for
mediun or long-term capital goods transactions. Forfaiting uses
funds from the free wmarket to provide a forwm of fixed rate supplier
credit to capital goods exporters [451.  The transactions under this
technigue are normally private and not officially supported. A
special Feature is that when the bills of exchange or promissory
notes are sold to a forfaiter, they are sold without recourse to
the exporter., so that the forfasiter teakes on all of thé risks of
non-pavoent., Agsin the bills or notes can be sold in the secondary
market and the purchaser has no recourse Lo the oridinal forfaiter or
to the exyporter.” A guarantee or "aval” by a bank in the buvers
country way be reqpired by the forfaiter;, this ensures thst the risk
in this form of commercial paper is no longer reslly a credit risk on
the buyer, but rather the pricing of the forfait transaction becomes .

mainly & function of the country risk of the importer who has
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issued the paper. Finally, forfait paper is typically fixed rate
finanre., so that an expnrter can et a quotetion from & forfaiter
which will enable him to build in the costs of financing into his
price. The typical trensaction might involve the importer paying the
exporter with, sey, 10 promissory notes, each maturing at six month
intervals; the notes will have been guaranteed by a major bank in the
importer’s country: the exporter sells these notes to a forfaiter at
a discount which will cover the interest cost of the meney over the
five-year period, and elso a margin to cover the country risk [451].

For developing country exporters, forfeiting enables them to
finence their exporis easily and relatively inexpensively where the
importer is sound and is in a low-risk cduntry. Férf&it transactions
are notable for the extreme simplicity of the documentation -- which
can be unsettling in countries not too familiar with this financing
technigue (suck as the 0.5, Estimates of the volume of forfaiting
range from $4-5 billion per yvear,

Forfziting rates for December 1887 include the foliowing for
paper issued by an importer in Trinidad & Tobago. The limit on
maturity was 2 years, with pavment in half—yearly installiments;: the
commitment fee until pav-out O.1% per month: the approximate discount
rates in percent per annumm were: 5Swiss Franc forfalt rates (4. 5%);
Js% forfait rateg (7.875%); and DM forfalt rates (4.875%). (See
{383]). For both exporting and importing at medium or longer terms.
forfaitingé may be & useful alternative financing technigue for

Caribbean traders to examine.
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3. Private Export Credit Insurance.

Under the Insured Credits for Export (ICE) plan, being developed
to cover Letin American and Caribbean countries, commerciasl banks in
the 0.5, would be lenders., and a trustee would be established to
handle both funding and receivebles. (At the start, the plan would
cover only receivables -- i.e., exports to OECD countries).
Exvorters would sssign receivshles to the trustee whn wonld ingure
with &an overses insurer {(possibly Lloyds) and act as asgent for the
central bank on funding, and the central bank would pay off
exporters. U.S5.AID and Bankers Trust in New York were involved in
the feasability study for this project in late 1886. (The First
" Bozton Corporation has its own scheme for similar credites for Latin

America and the Caribbesan?).
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APPENDIX: A STATISTICAL OVERVIEW OF THE ROLE OF INTRA-REGIONAL AND
EXTRA-REGIONAL TRADE IN THE ECONOMIES OF THE ENGLISH-
SPEAKING CARIBBEAN COUNTRIES
[(This section is intended to place the problems of trade
finance in the regdion into better perspective, on the
basis of the analytical and comparative data in Tables
1 to 7.1

1. Diversity.

The diversity of the 13 countries (eleven of them islands)
making up the redion is strikingly shown in Table 1: Gross product
per capita in 1985 ranges from more than US$ 7,000 in the Bahamas to
only 3500 in Guyana,; total gross product exceeds US$ 7 billion in
Trinidad & Tobago but is only $£34 milliion in Montserrat; Jamaica has
the largest population (2.3 million) compared to a low of 12 thousand
in Montserrat; land area randes from & high of 215,000 square
kilometers in Guyana to eight countries with less than 1,000 km; s54q.,
and one of them, Monserrat, with only 100 k., sq.

2. Growith of GDPr Trade and Tourism.

{Table 1, cols. 5-8). During tge preriod 198C to 1985, GDP (at
constant market Prices) drew very rapidly in St. Vincent & the
Grenadines {(up 32%), Dominica (up 28 %), Antigua & Barbuda (up 27%),
and St. Lucis (up 24%); on the other hand constant-price GDP dropped
by 15% in Guyana and by 18% in Trinidad. But since prices for many
maejor export commodities of the redion ercded badly, constant-price
GDP paints eilther toc rosy a picture (or an insufficiently bleak
picture} ~-- as can be seen from the fact that export earnings,
measured in US dollars, were almost cut in half in each of the three

most populous countries of the region (Jamaica and Guyansa, each down

48%, and Trinidad, down 48%). On the other hand, Dominica and the



Bahamas showed export gains over the half-decade
St. Vincent more than 300%. The US dollar value
‘most in St. Vincent and in Grenada, and declined

Tourism earninds in the
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of nearly 200%, and
of imports grew the
most sharply 1in

same periocd grew by

Trinidad and in Guyana.
more than 50% for seven of the countries and far more than doubled
for four of them. |

3. Relative Dependence on Imports.

Other things being equal, the smaller the size of & country the
larger is likely to be its dependence on external trade —-- and also
the more "open” an economy is, the greater will be its dependence on
In Table 2,

such trade. for each of the countries in the region, a

number of major external resource flows are shown as a ratio to Gross

Product (measured in
regdion are ranked 1in
merchandise imports.
calculated are shown

econonmy accounts for

US dollars) in 1985 —- and countries of the
ascending order of their dependence on

(The basic data from which the ratios were
in US dollars in Table ZA).

Trinidad, whose

more than half the total product of the region,

has by far the lowest import dependency ratio (.213 of its GNFPF),
while the small island economies of the OECS sub-region averade a
outside the

ratio of .832 of their Gross Product. {For comparison,

region, the U.5. had a ratio of .082 in 1983, the U.K. .221, and West
Germany .234, while in developing countries in the Americas, Brazil
had .074, Uruguay .l144, Panama .322, and Costa Rica .323 -- the

import dependency ratios are ¢learly much higher in the very small
economies of the English-speaking Caribbean region). It should also
be noted that devaluation of a country’s currency will, at least

initially, have the effect of shrinking the US dollar value of Gross

Product relative to the value of trade flows, and this has recently
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tended to raise the value of the import dependency ratios for Jamaica
and Guyansa.
4. Petroleum Imporis.

Of significance, within the total for merchandise imports
displayed in Tables 2 and 2A, are petroleum imports (shown in column
2). These are less than 10% of imports only for three of the OECS
islands (aside, that is, from Trinidad, the sole major producer in
the region):; for Guyana at 44% of total imports and Jamaica at 32%,
this commodity is overwhelmingly the dominant single import. For
these latter countries (which have the most difficult balance of
payments problems in the redion), lowered import prices for crude oil
in the past two years have brought some easing of foreign exchange
Pressures.

5., Merchandise Exports.

Domestic exports of goods, shown in column 3 of Table 2, are of
least significance in Montserrat and Antigua, amounting to only 5% of
imports; exports for the Bahamas constitute only 28% of imports;
seven of the countries have exports in the rande of 30 to 50% of
imports: the exports of St. Vincent come to 78% of imports and those
of Guvana to 91%; only Trinidad ran a surplus on merchandise trade in
1985, with exports exceeding imports by more than a third.

6. Tourism,

The relatively low share of merchandise exports in financiﬁg
imports (in all but three countries) reflects primarily the enormous
importance of tourism earnings in the region (column 4 of Table 2);
these amoud% to two-thirds of Gross Product in the case of Antigua
and to more than half of GNP for the Bahamas (by far the largest

tourism earner in absolute terms in the region); for six other
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countries tourism exceeds 20%¥ of Gross Product; tourism’s share is
especially low in Trinidad and Guyana (less than 3%). Note also thet
for six of the countries tourism earnings exceed export earnings,;
during the period 1980 to 1985, tourism grew by 52% in the Bahamas
and by 23% in Barbados, two of the lardest tourist industries in the
region -- but exports in these two countries grew even more rapidly;
on the other hand for the other four countries where tourism exceeds
exports, the half-decade growth of tourism outstripped exports,
further widening the gap -- with tourism growth in Antigua up 163%,
it ot. Kitts & Nevis up 157%, 1in Montserrat up 72%, and in Grenada up
28%. The second lardest tourist industry in the region, that of
Jamalcsa, grew by 85H% from 1980 to 1985 (up US%$ 201 million}, thus
offsetting nearly half the US% 452 million loss in Jamaica’s export
earningds during that period.

7. Aid Flows.

Column 5 of Table 2 shows aid flows, defined here as net
disbursements of concessional assistance from bilateral and
rmultilateral donors, plus non-concessional loans from official
multilateral financing institutioné), are of greatest importance for
four countries -- Grenada (36% of Gross Product), Dominica (22%), and
Jamaica and Belize (each 15%};, Guyana is next in importance (8%},
followed by four OECS countries (5-8%), as to the rest, Antigua’s
share is only 2% and Barbados’ 1%, with Trinided end the Bahamas
receiving essentially O%. In Table 3, column 1, countries of the
region are ranked according to 1985 aid flows per capita in U.8S.
dollars —— ranging from a high of $361 for Grenada to a low of 40
cents for the Bahamas: the components of these flows are shown in

columns 2 to 4 of Table 3. Grants are especially important for
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Grenada, Montserrat, and Dominice, accounting for more than
two-thirds of their aid flows; on the other hand, only Jamaica has
less than one-third of its aid in grant form -- but this nevertheless
constitutes almost half (46%) of the total grants to the region. The
littie aid received by Trinidad and the Bahamas is entirely in grant
form (such as UNDP technical assistance); aid loans are negative,
representing net repayments.

8. Other Resource Fiows.

Finally, "other flows" are shown in Table 2, column 6 {including
other net bilateral official non-concessional loans and other net
private flows, as reported by OECD/DAC for 1985); these flows are
only important for three countries -- the Bahamas (28% of Gross
FProduct, i.e.,‘larger than export earnings, and half as large as
‘tourism earnings), Antigua (13%), and Dominica (11%;.

8. Dedb? Burden.

The last column of Table 2, {(col. 7), shows debt burden, the
residue of past external resource borrowingds -- i.e., total disbursed
external debt (mainly medium and long-term) outstanding at the end of
1985, as a ratic to Gross Product (Table 2} and in US dollars (Table
2AY. Here, two of the countries in the region have debt burdens more
than double their Gross Product -- Guyana (2.8 times GNP) and Jamaica
(2.5 times}. Indeed, it is important to observe that these two
ratios are, by a wide margin, the highest debt ratios for any
countries in the world. Given the January 1987 devaluation of the
Guyana dollar by 56%, this will initially have the effect of raising
Guyana’s debt ratio to well over 6 times GNP. Of course, the amount
of debt outstanding does not directly constitute its immediate

economic burden -- that must be measured by the debt service payments
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{principal and interest) due in the short term; the fact is that not

much more than one-fourth of Guyana’s medium and long-term debt was

- incurred in the form of concessional loans. Even more critical is

the fact that by the end of 1985 Guyana had run up external payments
arrears totalling US$ 738 million (and therefore, at least in theory,
immediately payable); of this total, US$ 555 million represents
arrears on short-term debt, at least part of which needs to be
added to the overall total debt burden -- thereby increasing the
total debt figure shown by perhaps 25 to 50%; (the two main

ponents of these arrears are of especial significance for

ra~regional trade among CARICOM countries, arrears on the Trinidad
& ijobago bilateral account of US$ 233 million and on the CARICOM
clearing facility account of US$ 122 million). Guyana’s estimated
debl service paymeonts due in 1987 amount to more than USg 300
million, in additioh to arrears which have by now grown to more than
U5$ 800 millionm —-- compared to merchandise export earnings of only
USg 206 million in 1985,

Jamalca, on its part, has benefitted from a number of debt
reschedulind exercises since 1981 -- US$ 862 million were rescheduled
in the course of six exercises between April 1981 and September 1985.
(A further exercise took place in March 1987]. Jamaica has in the
past decade been a major ugser of IMF credit, and at the end of 1985
such credits outstanding totalled USE 693 million, or more than 400%
of its quota -- the highest percentadge of quota for any country in
the world {(the amount outstanding has been reduced somewhat, to US$
630 million, by September 1887). Only about 23%¥ of Jamaica’s debt
was incurred on concessional terms. (See Table 3, cols. & to 9, for

the main components of outstanding debt). Here it is interesting to
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note the unusually high proportion of non-concessiocnal loans -—-
miltilateral "OOF" -- for very heavily indebted Jamaica, and this
'rcontinues to be true for recent lending (mainly from IBRD and IDB),
shown in Table 3, col. 4.

Three other countries of the region have relatively large debt
burdens: Belize (81% of Gross Product), Dominica (75%), and Grenada
(73%); much of Dominica’s debt (73%) is concessional, compared to 38%
for Belize and 31% for Grenada. Antigua has had problems recently
with arrears on its public external debt, and Belize has overcome
similar problems earlier in the 80s; debt service requirements have
grown for Grenada, with current debt service payments up to 20% of
exports of goods and non-factor services.

10, Price and Volume Trends for Herchandise Trade.

Data are availabhle (UNCTAD Handbook of International Trade and
Deveiopment Statigitics estimates) for four of the main trading
countries of the region on the dramatic changes in unit values and

volumes of trade from 1980 to 1985:

Purch-
Exports Imports asing
———————————————————————————————————————— Terms Power

1985 Data: - Unit Onit of of

{1980=100} Value Value Volume Value Value Volume Trade Exports

—— e e - — v —— v —— e ———— e rw —— e . o e Tl ot M AL e b e e e —————

Barbados 156 58 270 116 89 131 65 176
Guyana 51 75 68 64 g1 71 83 57
Jamaica 59 66 89 95 90 108 73 65
Trinidad 53 85 62 48 92 52 93 58

. — i i T Y " — ——— —— — — ——— — T — Y o Y o Tk ot T T LN Pt $TE VY S " . . S o L e e e T - —

Over the five year period, prices (unit values) were down for both

exports and imports for all four countries, with export prices down
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most sharply for Barbados followed by Jamaica -- and the terms of
trade show the same pattern. VYolume declines for both exports and
imports were sharpest for Trinidad followed by Guvana. Jamaica alsc
lost some export volume and gained slightly in import volume,
Barbados, despite the largest drop in its terms of trade, was able to
almost triple its export volume and to increase its import volume by
almost one-third. Thus the purchasing power of exports soared for
Barbados, while slumping severely for the other three countries.
(The trade values in the above table differ slightly from those used
in Tables 1 and 2 of this report).
11. Inflation and Exchange Rale Fluctuations.

The three large countries with severe trade slumps in the 80s
also had the worst inflation in the region (see Table 4, column 1).
The very high five-year g€sin in the consumer price index for Jamaica
{up 2168%) was nonetheless somewhat less than the 271% increase in the
rreviocus five years. The high Trinildad gain {(up 181%) was little
chanfed from the 1875-1880 growth of 184¥%. However, the worst
inflation was the 245% rise in Guyana, an acceleration from the
rrevious five-year gain of 183%. HNot surprisingly. these three were
the only countries in the region to devalue their nominal exchange
rates agdainst the U.5. dollar one or more times during the 1980s.
All the other countries of the region were able to contain their CPI
gains to between 25 and 47% from 1980 to 1985 -- in every case a
deceleration from the late 70s (and in cases such as Dominica, 5t.
Vincent, and 5t. Lucia, very sharply lower). While the CPI is not
the ideal tool for measuring the impact of inflation on imports and
exports (and particularly on their unit vealues and production costs}),

these indexes are universally avaiable and can serve as a rough proxy
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for more sophisticated measures.

Nominal exchange rate changes against the U.S. dollar between
1980 and 1985 are shown in columns 3 and 4 of Table 4, along with
changes up to May 1887. Did the nominal devaluations for Guyana
{down by three-fourths), Jamaica (down by two-thirds), and Trinidad
(down by one-third) result in real devaluations, in terms of the
purchasing power of their currencies taking into account the relative
inflation at home and in the United States? And how has the relative
inflation in other countries of the region which have maintained
their formal parity to the U.5. dollar affected the purchasing power
of their currencies? Beyond this, how has the remarkable
appreclation of the world’s main trading currencies against the U. S.
dollar from 1985 to May 1987 [and indeed into 19881 affected each of
the region’s currencies? Table 4 represents an attempt to provide a
rovugh answer to sach of these questions —— subaect only to the
shortcomings of the CPI as a measure of changes in real export costs,
Column 2 shows the retio of the local CPl index rmumber to the U.S.
CPI -—- i1.e., the relative inflation rate; this is then multiplied by
the nominal exchange rate index (column 4) to give the
inflation-ad justed exchande rate index vis a vis the U.S. dollar
{column 5). Similar calculations using the relative inflation rates
and the nominal exchange rates of the U.S. dollar against the
Canadian dollar, the U.K. pound, the German D.Mark, and the Japanese
ven results in the estimated "real” inflation-adjusted exchange rates
for each of the countries of the regdion against each of these main
trading currencies, shown in cclumns € to 9 of Table 4. Note that an
index value over 100 represents an appreciation of the local currency

vis a vis the main world currency shown, with respect to the base




e : Appendix: Page 10

year (1980). The percentage changes shown for the period 1885 to 1887
rerresent appreciation (+) or depreciation (-} between those two
years.

It is clear that the Guyana devaluations up to 1985 were
insufficient to wipe out the effect of the wide disparities in
inflation rates -- s0 that the "real” rate had appreciated by 12%
against the U.S5.3, and had almost doubled against the U.K. pound and
the German D.Mark (because of the sharp depreciation of these latter
currencies against the UB3 between 1830 and 1985). The sharp
levaluation of the nominal rate against the US$, in January 1987,

"~ time was accowmpanied by very large real devaluatidns against all

ajor currencies —- and particularly the yen and D.M. The

Jamsican nominal devaluations up to 1985 were only partly eroded away
by relative inflation, but the fall in the pound and the D.M. left
those rates near the 1980 wvalues; by 1987 the J$ had appreciated
somewhat against the U.5.% and Can.$, while depreciating against the
pound, D.M. and yen. The devalustion of the Trinidsd dollar by
one-third in late 1985 had led by 1987 to a return to the 1980 real
parity with the U.5.%, while still remsaining appreciated by 25%
against the pound as compared with 1980. The real level of the T$
against the yen was now more than one-fourth less than in 1980. A
similar analysis of the change in competitive relationships for each
of the other 10 countries of the region vis a vis each of the 5 major
currencies can be made using Table 4. In general, by 1987, most
countries of the region remained somewhat appreciated as. compared Lo
the 1880 level, though that appreciation had come down a grest deal
between 19865 and 1987. The depreciation against the yen has been

very large since 1885, and that rate is now well below the 1980 level
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in "real” terms. So, as far as real exchange rates are concerned, the
competitive opportunities for exports from the region, other thinds
‘being equal, have improved considerably’ in European markets in the
last two years and are at a record level of depreciation vis a vis
the yen. For the U.38. and Canadian dollars, there has been no really
significant shift from the 1980 parities. Similarly, the real costs
of imports from Europe and Japan, for most countries of the region
{measured in their own currencies), have soared since 1985, while
costs of imports from the U.5. and other sources have remained
relatively stable. {(Finally, it should be noted that this analysis
is based on the assumption that 1980 relative currency values were
themselves "correct”™ -- but in fact that assumption might well be
seriously wrong, with 1980 values, by some more sophisticated norm,
heavily over or undervalued; =0, the levels of over or undervaluation
need deeper analysis than that given here, but the direction and
amount of changde since 1980 are valid indicators:

12. Direction of Trade.

Tables 5 and % show the direction of trade, with countries
ranked according to the importance of intra-regicnal trade. Thus
Guyana bought a third of its imports from within the CARICOM region
in 1985; the seven QECS countries bought between 15 and 27%
intra-regionally; and Barbados 15%. The onther four countries bought
much less (Trinidad 6%, Jamaica 4%, and less than 2ZX¥ for Belize and
the Bahamas). In the case of exports, disparities are even wider,
with the seven OECS countries sending between 20 and 62% of their
exports to regional markets, followed by Barbados (14X%}, Guyana
(12%), and Trinidad (11}¥% -- and much smaller shares for Jamaica,

Belize, and the Bahamas.
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13. Potential Gains and Losses from the Falling U.5. Dollar.

Columns 3 to 2 in the direction tables show the main components

"of extra-regional trade -- and make it possible to see which of the

region’s countries are likely to gain or lose on balance from the
sharp appreciation in European and Japanese currencies since 1985.
The share of imports from Europe and Japan exceeds the share of
exports to them only in the case of Barbados and Trinidad, but when
account is taken of the fact that the total value of exports equals
less than half that of imports in almost every country of the region
(except for Trinidad and Guyana), the net effect is that‘imports from
EEC and Japan far surpass exports to them for every country shown for
the region -- except for Guyana (which had a large export surplus in
1985} and Dominica (which about broke even on this trade}. Thus, as
far as merchandise trade is concerned, the initial impact of the
falling dollar on the English-speaking Caribbean redion has been a
worsening deficit with Europe and Jepan -- but a2t the same time
substantial export opportunities should be opened up. and more
seriocus consideration of Lome II1 and GSP may be in order, to take

advantage of the more favorable export cost situation. B8Shifts in

import sources may also be warranted. Indeed, the largest potential

gains should lie in tourism -- to the extent permitted by capacity
limitations and by price competition from other areas (many of which

have also not appreciated against the U.5.§}.
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14. Intra-Regional Trade Trends.

There is intense interest within the region in the revival of
‘intra-redional trade -- which fell on hard times, mirroring the more
general payments difficulties of Guyansa, Jamaica, and Trinidad, and
symbolized by the breakdown by 1984 of the Caricom Multilateral
Clearind Facility (CMCF). The especial significance of
intra-regicnal trade for the seven OECS countries has already been
nentioned in paragraph 12, above, (and in Tables 5 and 6}, In
considering measures to revive intra-regional trade, it will be
worthwhile to have in mind how large this trade has been, how much it
has fluctuated, how near to balance it has been and the potential for
economizing scarce foreign exchange, and which countries have
provided the overall surpluses and which have benefitted from overall
deficits, Table 7 provides data which should be useful in answering
these questions. Between 1980 and 1985, the total amount of this
trade declined by about U.5.% 100 million (down 21%). In terms of
different currencies, there are six areas within the region
(excluding the Bahamas, for which comparable data are not available,
and whose trade in this respect is in any event very small). So,
from the point of view of payments problems, we have first considered
the fifteen bilateral pair relationships between the six cuurency
areas (and we have excluded trade among the OECS countries
themselves, since they share a common currency). In each of the six
yvears shown, billateral offsets have constituted at least 50% of the
total intra-refgional domestic exports —-- and reached a high of 81% in
1983. This means that rigid bilateral clearing arrangements alone
would have sustained at least 50% of actual trade without any foreign

exchange payments (but with a willingness of the central banks to
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finance outstanding balances, with only annual settlements of any
imbalances). On a six-year average basis (1980-1985) such bilateral
‘offsets would have cleared 65% of the actual trade. Countries in
overall defiecit may in some cases have surpluses in some of their
bilateral trade sccounts within the redion., and these surpluses can
directly finance or offset other deficit accounts within the region
-- thus censtituting multilateral offsets, and further reducing the
real foreign exchange requirements to finance intra-regional trade.
These multilateral offsets have been as low as 2.4% of total exports
(in 1983) and as high as 8.0% (in 1980), and they have averaged 5%
over the six years; even with a network of bilateral clearing
accounts, let us say settled annually, these multilateral offsets
could be arranged at a common annual settlement date for all the
bilateral accounts. This leaves an unoffset surpius which reached a
high of 42% in 1980 and fell as low as 17% in 1983, and has averaged
30% over the whole zix years. Thus, over the 19380-1985 period, a
total intra-regional export flow of U.5.3% 2.7 billion need only have
regquired 1.5.$% 800 million in actual foreign exchangs,

The overall surplus and deficit position of each of the six
currency areas for the years 1980 to 1985 are also shown in Table 7.
Trinidad and Belize have each been consistently in oversll surplus;
Jamaica was in surplus from 1882 to 1984 (and in deficit the other
three vears); Barbados, Guyana, and the OECS countries have been
consistently in overall deficit. The exports of Trinidad have made
up more than half of total intra-regional exports (except in 1983).
The exports of Jamaica, Barbados, and the OECS grew impressively
between 1980 and 1983, and since then leveled off for OECS, while

slumping badly for Barbados and especially Jamaica. Trinidad and
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especially Guyana have had declining intra-regional exports since
1981. Trinidad'’'s imports scared between 1980 and 1983 -- and then
collapsed sharply by 1986 (down $ 77 million); these large swings by
the largest economy in the region had the dreatest effect on their
partners, but the declines in imports from peak levels in 1881 to

198% were huge for Jamsica (down £58 million) and Guysna {down $42

million).
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Table 1

Relative Country Size and Growth of Output, Trade, and Tourism
(Countries Ranked by Gross Product Per Capita in 1985)

Gross Total

English- Produet Gross - Percent Changde 1280-85:

Speaking Per Produect =00 —emmmmmmmeee -

Caribbean Capita (7} Popu- GDP  Imp- Exp- Tour-

Country 1885 1985 lation Ares {b} orts orts ism
T USS  USSMill (thous) (km sa) % % % %
a3 @ s &) (1 (8
Bahamas 7,305 1,680(H) 230 13,940 +11 +3 +180 +52
Trinidad 6,063 7,1B6(N} 1,187 5,138 -18 -26 -48 -34
Barbados 4,811 1,217(N) 253 430 -3 +14 +65 }23
Montserratx 2,847 34(D) 12 100 +6c  +12 +55 +72
Antiduax 1,895 152(D) 80 440 +27 +12 -22 +163
5t. Kittsx 1,226 58(DH | 47 360 +9 +14 -34 +157
St. Luciax 1,108 144(D) 130 620 +24 +1 +41 +39
Belize 1,058 176 (N} 166 22,980 +11 -15 -22 +372
Grenada¥ 1,001 98({D) 96 340 +12 +37 +28 +28
Douinica* 943 72(D) 84 750 +28 +16 +182 +241
St. Vincent¥ 826 86(D) 104 340 +32 .+39 +317 -10
Jamaica 750 1,726(N}Y 2,300 10,980 -0 -4 -46 +84
Guyana 515 407 (N} 791 214,870 ~16 -42 -46 -13d
Total .. 2,380 13,041 5,480 271,370

of which:0ECS 1,174 649(D) 553 2,950

a) N = GNP, D = GDP. b} GDP change at constant market prices.

c) Data from Eastern Caribbean Central Bank. d) Estimate.

* = QOECS member.

Source: Column (1) = Column (2) divided by Column (3); Column (2),
World Bank {(for N countries} and UNECLAC and ECCB (for D countries};
Column (3), estimates based on UNCTAD, ECLAC, and World Bank,

Column (4), UNCTAD Handbook 1886; Column (5), World Bank; Columns (6)
and (7)Y, see definitions in Table 2, below, {(Cols. 1 & 3); Column (B),

World Bank.



Table 2

56Pendence on Trade, Tourism, Aid and Other Résource Flows
and Size of Debt Burden
(Countries Ranked by Ratio of Imports to Gross Product)
Data for 1985

English- Ratios to Gross Product of:

Speaking = @ e

Caribbean Merch. 01l Merch. Tourism Aid Other Debt

Country Imports Imports Exports Earnings Flows Flows Burden
T T AT Ty T T T e
T T Ty T T s ey
Trinidad . 213 . 007 . 293 .014 . 000 . 044 . 246
Berbados . 502 . 091 . 204 .254 .012 . 008 . 382
Montserratx . H4f . 066 . 030 . 220 . 066 -- . 118
Guyana .561 . 249 . 5086 .022(g)y .084 -. 010 2.821
Bahamas .5B84(hy . 107(1i) .1858(3) .523 . 000 . 284 . 368
Jamaica .559 .212 . 310 . 2586 .153 . 0086 Z2.481
Dominica* . 697 L 072 L 331 . 125 .215 . 111 . 747
Grenadax 715 . 081 L 225 . 268 . 361 -.011 . 729
Belize . 730 . 124 . 387 . 0B7 . 147 .019 .813
5t. Luciax . 868 . 059 . 330 . 317 . 050 -.001 . 264
St. Kittsx . 883 . 064 . 271 .352 . 077 . 004 . 241
St. Vincent* . 823 . 075 . 723 .175 . 067 . 023 . 291
Antiguax . 941 .182 . 048 .B870 .022 .134 . 434 (D)
Total . 395 .073 . 277 . 152 .032 . 018 . 667
of which:0ECS . 832 . 095 . 280 . 348 . 115 . 047 .425

a) Also included in total merchandise imports, Col. (1),

b) Domestic exports (i.e., excluding re-—-exportis). =) Net bilateral
concessional assistance, plus total net multilateral assistance
{concessional and non-concessional), as reported by OECD/DAC.

d) Net bilateral "other official flows”, plus net private flows, as
reported by OECD/DAC. e) Total disbursed external debt and external
liabilities, (mainly medium and long-term), end 1985, as reported by
OECD/DAC, £} Data from ECLAC. ¢€) Estimate. h} Non-o0i1l imports plus
excess of oil imports over oil exports., 1} Net oil imports for
domestic use. j) Excluding 0il exports.

Source: Columns (1) to (3), CARICOM, UNCTAD and ECLAC; Column (4},
World Bank: Columns (5) and (6), OECD/DAC; Column (7), OQECD/DAC.
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R Table 24
Derendence on Trade, Tourism, Aid aﬁd Other Resource Flows
and Size of Debt Burden
(Countries Ranked by Ratio of Imports to Gross Product)
Data for 1885,

CEnglish- Basic Data in Millions of U.S. Dollars:
Speaking @ @~ ——————
Caribbean Merch. Oil Merch. Tourism Aid Other Debt
Country Imports Imperts Exports Earnings Flows Flows Burden

T T T T T T T e

T @ e s (e

Trinidad 1,526.8 50.8 2,103.3 939.1 1.9 -315.1 11,7684

Barbados 610.8 116.3 248. 2 309.1 15.1 9.6 465

Montserratx 18.4 2.2 1.0 7.4 2.2 - 4

Guyana 228.2 101.2 2086.0 8.9(g) 34.1 -4.1 1,148

Bahamas 981.3(h 180.3(1 277.0(3 879.4 0.1 477.3 620

Jamaica 1,136.9 365.4 535.1 441. 4 264.6 10.8 4,282

Dominicax 55.2 5.7 25.2 9.9 17.0 8.8 59

Grenadax 63.8 7.8 21.6 25.8 34.7 -1.1 70

Belize 128.1 21.8 64.4 11.8 25.8 3.4 143

St. Luciax 125.0 8.5 47.5 45.86 7.2 -0.1 38

St. Kittsx* 50.9 3.7 15.6 20.3 4.5 0.2 14

St. Vincent* 79.3 6.4 g2.1 15.0 5.8 2.0 25

Antigua* 142.8 27.86 7.3 101.6 3.3 20.4 66

Total 5,152. 4 954.2 3,615.5 1,875.3 416.5 212.1 8,702

€O

of which:0ECS 540, 2 61. 181. 4 225,86 74.6 30,2 276

a) Also included in total merchandise imports, Col. (1%,

b} Domestic exports (i.e., excluding re-exports}. ¢! Net bilateral
concessional assistance, plus total net multilateral assistance
{concessional end non-concessional), as reported by OECD/DAC.

d} Net bilateral "other official flows”, plus net private flows, as
reported by OECD/DAC. e) Total disbursed external debt and external
liabilities, (mainly medium and long-term), end 1985, as reported by
OECD/DAC. f) Data from ECLAC. g} Estimate. h) Non-o0il imports plus
excess of o0il imports over o1l exports. 1) Net oil imports for
domestic use. J} Excluding oil exports.

Source: Columns (1) to (3), CARICOM, UNCTAD and ECLAC, Column (4),
Korld Bank, Columns (5) and (6), OECD/DAC: Column (7)), QECD/DAC.

e At Tttt

(f)

.
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Table 3
Components of Aid Flows and Debt Burden

(Countries Ranked by Amount of Aid Flows Per Capita in 1885)

Aid Flow Components Components of Debt (end 1985)

as % of 1985 Total as % of Total Outstanding
pid Bilat Bilat vse
English- Flows Bilat & & of Total
Speaking 0s s & Mult Mult Mult Mult IMF  Ex- All
Caribbean FPer Muilt ODA O0F ODA QOF Fund port Other
Country Capita Grants Loans Loans Loans Loans Creds Creds Debt
O a (@) @ (el () e (f) (@)
T T (s (&) (8 (9
GrenadaX 361.0 92.7 7.6 -0.3 31.4 4.3 4,3 25.7 34.3
Dominicak 202.5 70.5 28B.9 0.6 72.9 - 1.7 16.2 15.3
Montserrat#* 186. 4 89.1 10.9 - 75.0 25.0 - - -
Belize 155.2 33.8 51.68 14.8 38.0 8.4 7.0 16.2 30.3
Jamaica 115.1 28.9 35.0 35.1 2Z.8 13.5 16.2 16.5 31.1
St. Kittsx 94.9 63.5 36.6 - 71.4 14.3 - 14.3 -
Barbados 59.8 35.7 19.2 44.9 16.6 12.3 10.3 22.6 38.1
St. Vincent* 55.7 48.2 48.5 3.6 83.3 12.5 - 4.2 -
St. Luclax 55.5 43.8 53.3 3.2 50.0 13.2 - 21.1 15.8
Guyana 43.1 35,2 44.0 20.8 26.9 9.0 5.9 5.2 52.0
AntiguaX 40.8 54.6 36.5 8.9
Trinidad 1.6 423.7 -69.9-253.8 1.4 1.4 - 38.2 59.1
Bahamas 0.4 800,0 - -800.0 0.7 2.4 - 12.7 84.2

a) Column (5) in Table 2A, divided by Column (3) in Table 1.

b) Official bilateral and multilateral drants. ¢) QDA loans are
"Official Development Assistance” {(i.e., concessional loans), having
a "grant element” of more than 25%. d) Multilateral OOF (Other
Official Flow) loans are on non-concessional terms. e) Fund credits
outstanding include purchases of both ordinary and borrowed resources
of the IMF. £} Export credits include official export credits and
guaranteed supplier credits from OECD/DAC sources. g) Other debt
includes other bank cleims, bonds, deposits of foreigners, ete.
Source: Columns (2) to (4), OECD/DAC, "Geographical Distribution of
Financial Flows to Developing Countries”; Columns {(5) to (9), QECD/
DAC, "External Debt Statistics.”




Table 4

e '“7,.

Inflation-Ad justed (“Real”) Exchange Rates with Main World Currencies
(Relative Appreciation or Depreciation, 1980-1985 and 1985-1987)

{Countries Ranked by Growth in Consumer Price Index 1980-1985)

Nominal Ex- Exchange Rates Adjusted for
change Rate Relative Inflation (1880=100)
Cons— = s e e ———
Country umer Ratio U.5.% Over 100 = Appreciation
{and Price to US Fer Under 100 = Depreciation
Local Index CPI Uit = @ --————————————ee—— =
Curr- (1980 (1980 Local (19890 Can- Ger-—

ency) Year =100) =100} Curr. =100} 0.5. ads U.K. many Japan

Guyana {(G$)

1885 244.7 1.874 .2352 60.0 112.4 119.8 186.1 196.4 134.9
1987 [301.1 2.222 .1000 25.5 56.7 57.3 71.68 62.8 40.8
X Change -57.5 -49.6 -52.2 -61.5 -68.0 -68.7
Jamaica (J$)
1985 215.3 1.649 .1799 32.0 52.9 566.4 B87.6 82.4 83.5
1887 261.1 1.824 .1821t 32.5 62.4 63.1 78.8 69.1 45.0
% Change +1.3 +18.0 +11.2 -10.1 -25.2 -29.1
Trinidad (T$}
1985 181.4 1.390 .4082 98.0 136.2 145.2 225.5 238.0 163.5
1987 [203.1 1.501 .2778 66.7 100.1 101.2 126.4 110.9 72.2
% Change -31.9 -26.5 -30.3 -44.0 -53.4 -55.8
Grenada {(ECH)
1985 147.2 1.128 .3704 100.0 112.8 120.2 1i86.8 197.1 135.4
1987 [153.1 1.132 .3704 100.0 113.2 114.4 143.0 125.4 B8Bl.86
%X Change 0.0 +0.4 -4.8 -23.5 -36.4 -39.7
Barbados (Bars$)
1985 144.7 1.108 .4992 100.0 110.8 118.1 183.5 183.6 133.0
1887 [148.1 1.078 .4972 100.0 107.8 103%.0 136.2 119.4 77.7
% Chande 0.0 -2.7 -7.7 -25.8 -38.3 -41.6
Belize {(Bel$)
1985 134.1 1.027 .5000 100.0 102.7 109.5 170.1 178.5 123.3
1987 [137.1 1.014 .5000 100.0 101.4 102.5 128.1 112.3 73.1
0 -1.3 -6.4 -24.7 -37.4 -40.7

% Change 0.

Montserrat (EC$)

1985 [134.1 1.025 .3704 100,0 102.5 109.3 168.7 179.1 123.1
1987 [140.1 1.034 .3704 100.0 103.4 104.5 130.6 114.5 74.6
% Change 0.0 +0.9 -4.4 -23.0 -36.1 -39.4

For notes, see next page.



Mo,
Nominal Ex- Exchange Rates Adgjusted for
change Rate Relative Inflation (1980=100)
Cons- = ——mmmmmmees e e
Country umer Ratio U.S5.% Over 100 = Appreciation
{and Price to US Per . Under 100 = Depreciation
Local Index CPI Unit = - =-—-eomm———
Curr- (1980 (1980 Local (1980 Can- Ger-

ency} Year =100) =100} Curr. =100} U.38. ada U.K. many Japan

St. Vincent (EC$)

1885 133.6 1,023 .3704 100.0 102.3 109.1 169.4 178.8 122,
1987 [136.1 1.000 .3704 100,00 100.0 101.1 126.3 110.8 72
% Change 0.0 -2.3 ~-7.3 -25.4 -38.0 -41
Bahamas (Bah$)
1985 133.2 1.020 1.0000 100.¢ 102.0 108.7 168.8 178.2 122.
1987 [147.31 1.088 1.0000 100.0 108.8 110.8 137.4 120.5 178.
% Change 0,0 +6.7 +1.9 -18.7 -32.3 -35.
Dominica {(EC$)
1985 128.5 .984 .3704 10G0.90 98.4 104.9 162.9 172.0 118,
1987 [139.1 1.029 .3704 100.0 102.9 104.0 130.0 114.0 74,
% Change 0.0 +4.6 -0.9 -20.2 -33.7 -37.
S5t. Kitts (ECS$)
1985 125.8 .9687 .3704 100.0 96.7 103.1 160.1 169.0 116,
1987 [132.1 .981 .3704 100.0 98.1 99.2 123.9 108.7 70,
% Cheandge ¢. 0 +1.5 -3.8 -22.6 -35.7 -39.
5t. Lucia (ECS) :
1985 125.3 .860 ,3704 1G0.0 96.0 102.3 158.0 187.8 115.
- 1987 [130¢.1 .,957 .3704 100.0 85.7 96.8 120.9 106,00 69,
% Change 0.0 -0.3 -5.4 -24.0 -36.8 -40,
Antigua (EC$)
1988 124.8 .9b4 3704 100.0 95_. 4 101.7 155.0 166.7 114.
1987 [189%.1 .954 3704 100.0 98,4 98,4 120.5 10b.7 68,
% Change 0.0 .0 -5.2 -23.7 -38.8 -59.

Notes: Data for 1985 are annual averages; consumer price data for
1987 are for February [data in square brackets are estimated from
most recent statistics using most recent drowth trendl, 1987 nominal
exchange rates are those published for May 11, 1987, Column (2}
shows the ratic of the local CPI index (Col. 1) to the U.5. CPI
index; Columns (3) and {(4) show the actual (nominal! exchange rates
between the local currencies and the U.S. dollar; Column {(2) multip-
lied by Column {(4) gives Column {(5), the inflation-adjusted exchande
rate between each local currency and the U.S5. dollar; Columns (6) to
{9} are derived in similar fashion, and show inflaticn-adjusted
exchande rates between each local currency and the Can.$, Pound,

W+ O

OO in

L =

- O™

D.M., and Yen. CPI data are from IMF, World Bank, and local sources.



Table 5

Moy e
Imports by Direction
{Countries Ranked by Importance of Intra-Regional Trade)
Data for 1985 in Percent of Total Imports

English- Intra Extra of which:

speaking Reg- Reg- ---——----mr e

Caribbean ional ional Other Other Other

Country Trade Trade U.S5. Can. U,K. EEC .Japan Asia W. Hem

(1) (23 {(3) (43 {5} (61 {7) {8}) {9)

Guyana 33.8 866.2 20.5 1.5 11.4 7.3 3.3 0.5 46.8
Montserrat* 27.1 72.8
Grenada* 26.5 73.58
Dominica¥ 24.8 75.2 25.4 7.3 12.2 14.3 ¢( 14.4 )
Antiguak 23.2 75.8
S5t. LuciaX 19.1 80.8

5t. Vincent* 18.3 8:1.7

St, Kittsx¥ 15.1 84.9

Barbados 14.8 85.2 41.1 5.1 9.0 6.9 4.5 2.6 11.0
Trinidad 6.4 83.6 35.9 7.1 9.0 8.5 9.4 2.3 13.4
Jamaica 4.0 86.0 42.7 3.7 5.3 5.1 7.1 0.9 28.3
Belize 1.8 98.2 48.7 2.8 9.4 2.8 2.9 2.3 20.6
Bahamas {(a) 0.5 99.5 75.5 2.8 2.8 7.4 ; o _11.6 o ;
Total (b} 10.3 89.7

of which:QECS 21.5 78.5

a} Excluding trade in petroleum, except for net imports for domestic
consumption; data from Bahamas Central Bank. b} Excluding Bahamas.
Source: Columns (1) and (2), CARICOM; Columns (3) to (9}, estimates
based on IMF Direction of Trade data (which is incomplete for QECS
countries); Dominica data are estimates, based on partial country

and IMF data for 1384.
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~ Table 6

Domestic Exports by Direction
(Countries Ranked by Importance of Intra-Regional Trade)

Data for 1985 in Percent of Domestic Exports

English- Intra Extra of which:

Speaking Regd- PReg- -——-—-memmmmmmme e e e
Caribbean ional ional Other Other Other
Country Trade Trade U.5. Can. U.K. EEC Japan Asia W.Hen

{1} (2} {3} (4) {(5) (6) {(7) (8) (9)

S5t. Vincentx 61.7 38.3

Antigusax 58.7 41.3
Dominica* 38.7 861.3 1.8 0.0 82.3 0.3 0.0 0.0 6.9
Grenadax* 33.9 66.1
Montserratx 27.6 72.4
S5t. Luciax 19.8 80.1
St. Kittsx 19.68 80.4
Barbados 14.2 85.8 66.3 1.8 7.3 1.7 0.1 0.8 7.9
Guyana 11.5 88.5 20.7 7.2 26.1 19.8 5.1 0.1 5.1
Trinidad 11.1 88.9 58.9 1.4 3.7 9.5 0.0 1.0 12.4
Jamaica 7.5 92.5 34.6 16.8 17.2 7.7 1.3 0.0 3.1
Belize 5.1 94.9 58.8 5.1 23.0 2.0 1?1 0.5 3.8
Bahamas (a} 1.1 98.9 33.3 6.5 4.5 15.1 ? o _3;.; o ;
Total (b} 12.2 87.8

5f which:0EC5 40.2 bS.8

a) Excluding trade in petroleum, except for net imports for domestic
consumption: data from Bahamas Central Bank., b)) Excluding Bahamas,
Source: Columns (1) and (2}, CARICOM, Columns (3} to (9), estimates
based on IMF Direction of Trade data (which is incomplete for OECS
countries); Dominica data are estimates, based on partial country

and IMF data for 1984.



Tab

le 7

Intra~Regional Trade Among English-Speﬁking Caribbean Countries,
1980 to 1985

Surpluses and Deficits,
and the Extent of Bilateral or Multilateral Offsets

Amounts in U.S.% millions

———— e AR G e — . o e ———— - —— T ik o e i W ek S M A A o B — b d b e e A T b L - ——
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OVERALL BALANCES:

Total Intra-Regional
Domestic Exports (a)

Bilateral Qffsets
(as % of Total)

Multilateral Off=ets
{as % of Total}

Unoffset Surplus
(as % of Total)

SURPLUS COUNTRIES:

Trinidad % Tobago

Intra-Reg. Exports
Intra-Reg. Imports (FOB)

Surplus
{as % of Exports:

Belize

Intra~-Reg. Exports
Intra-Reg. Imports (FOB)

Surplus

(as % of Exports)
SWITCH COUNTRY:
Jamaica

Intra-Red. Exports
Intra-Reg. Imports {(FOB)

Surplus (+), Deficit (-)
{as % of Exports)

486 .

242.
(49,

38.
(8.

205.
{(42.

302.
100.

+202.
{66.

+3.
(64,

56.
94.

-38.
(67.

1981
8 511.:
3 299.
8}y (68,
9 32
0y (B,
6 179.
2y (35.
3 298,
3 117.
QO +178,
8) (60.
.6 2.
.0 2
6 +0,
3y (10,
4 67.
7 105,
3 -38.
9y (56.

1982
3 502
5 357.
6 (71.
.6 18.
4y (3.
2 127,
1) (25,
0 273.
1 152,
9 +120.
4} (44,
9 6
.5 2
3 +4.
3) (71.
8 77.
9 76.
1 +1.
2) (1.

460. 7

371.2
{80.61}

11.2
{2.4)

78.3
(17.0}

+
&
&

™ O &

+7.3
(77.7)

96.6
59.5

+37.2
{38.5)

389.

287,
(74.

10,
(2.

88.
(22.

185
132.

+63.
{32.

+4.
{63,

53.

+20,
{38.

1985
2 386.
O 220.
5} (57.
1 28.
6y (7.
1 137,
g (35.
.3 232,
1 g5
3 +136.
4y (58.
.9 3.
4 2.
4 +0
8) (27
2 40,
.9 47
4 -7
4) (19

QW Qoo

W 0 PN

o)

4)

6}

For notes, see next page.




el Table 7 (continued)

Amounts in U.5. $ millions

DEFICIT COUNTRIES:

Barbados
Intra-Reg. Exports 41.9 48. 4 58.9 60.2 50.2 35.3
Intra-Reg. Imports (FOB) 84.8 79.6 78.1 83.0 72.2 82.3
Deficit -42.9 -31.2 -19.2 -22.8 -22.0 -47.0
(as % of Exports} (102.4) (64.5) (32.6) (37.9) (43.8)(133.1}
Guyana
Intra-Reg. Exports 53.3 9.4 39.1 32.1 25.3 23.7
Intra-Reg. Imports (FOB) 94.6 112.3 113.4 71.9 74.8 70.0
Deficit -41.4 -53.0 -74.2 -~-39.8 -49.5 -46.3
(as % of Exports) (77.7) (88.2)(189.83(124.0)Y(195.7)(185. 4)
QECS Countries
Intra-Reg. Exports 27.4 35.8 46,8 55,8 54,2 51.3
Intra-Reg. Imports (FCB) 110.4 83.8 80.2 71.6 70.8 87.8
Deficit -83.0 -56.9 -33.6 ~15.7 -16.6 -36.5
{as ¥ of Exports) {302.9¥(154.6) {(72.1) (28.1) (30.6) (71.2)
For Reference:
Intra-Trade Among
QECS Countries 10.0 14.7 18.4 i8.2 20.0 21.6

a) Excluding Bahamas: excluding also intra-trade amcong OECS countries
{(i.e., within the EC$% area}), which is shown separately, for
reference, at the end of the table. Source: CARICOM data.
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Table A
The Financing of Imports from Developed Market Economies
{OECD Countries) to All Developing Countries
and to Selected Caribbean Countries

(Values in US$ Billion}

1979 1880 1981 1982 1983 1984 1985

ALL DEVELOPING COUNTRIES

Total Imports (CIFY

from All Sources 3b7.4 471.,3 5H21.1 491.5 4b7.3 453.2 424,

Total Imports (FOB)
from OECD Countries:

Value 265.1 327.5 3%4.6 325.5 299.9 303.1 298.
% of Total 100.0 100.0 100.0 100.0 100.0 100.0 100.

Type of Financing of Imports from OECD:

Gross Medium and Long-Term
Export Credits Disbursed
from DAC Sources 1):

Value 28.5 34.8 36.1 33.9 33.1 28.5 25
¥ of Total 10.8 10.6 106.2 10.4 11.0 9.4 8
Gross Disbursements of
Official DAC Flows 2}:
{excl. Exp. Credits}
Value 25.6 31.1 30.7 33.0 33.2 38.7 41.
¥ of Total 9.6 9.5 8.7 10.2 11.1 12.8 14,
Gross Short-Term (under l-year)
Officially Insured Export Credits
(Estimated) 3):
Value {(42.4) (52.4) (56.7) (H2.1) (48.0) (43.2) (52.

% of Total (16.0) (16.0) (16.0) (16.0) (16.0) (14.3) (17.

All Other Imports 4):
{Not Officially
Financed or Insured)
Value (168.73(209.23(231.1)(206.53Y(185.7)(192.7)(178

5)
6)

. 4)
% of Total (63.6) (63.9) (65.2) (63.4}) (61.9) (63.6) (589.

)



Table A {continued)

(Values in US$ Million)

- ———— ———— —— — —— T — . —_ ——— T — ko e ke - " bl S o i e o o Vg A W ke ety o

1984

1879 1980 1981 1982 1683
BAHAMAS
Total Imports (CIF)
from All Scurces 300a) 677a) 433a) 66b5a) 591la)
Total Imports (FOB)
from OECD Countries:
Value 564 856 1,001 886 602 1,
% of Total 100 100 100 100 100
Gross Medium and Long-Term
Export Credits Disbursed
from DAC Sources 1):
Value 31.86 60.0 14.2 106.9 24.8
¥ of Total 5.6 9.2 1.4 12.0 4.1

@ross Disbursements of
Official DAC Flows 2):

(excl. Exp. Credits)
Value 0.7 3.
% of Total Q.12 0.
BARBADOS
Total Imports (CIF}
from All Sources 423 522
Total Imports (FOB)
from OECD Countries:
Value 247 285
X of Total 100 100

Gross Medium and Long-Term
Export Credits Disbhursed
from DAC Sources 1}):
Yalue
% of Total

Gross Disbursements of

Official DAC Flows 2):

(excl. Exp. Credits)
Value 9.0 1
X of Total 3.6

—————————— T — b

a) Excluding petroleum, which accounts for about 80% of the Bahamas®

imports from all sources.

25.2 8.
10.2 3.

[

3 2.9 7.1 3.5
50 0.29 0.80 0.58
572 551 621
309 294 332
100 100 "100
5 4.5 17.2 10.0
0 1.5 5.6 3.0
.4 30.3 30,0 30.8
7 g.8 10.2 2.3

717a)

104
100

659

359
100

1,

800aY

079
100

N

607

297
100



Table A (continued)

(Values in US$ Million)

1879
BELIZE
Total Imports (CIF)
from All Sources 140 150
Total Imports (FOB)
from QECD Countries:
Value 894 99
% of Total 100 100
Gross Medium and Long-Term
Export Credits Disbursed
from DAC Sources 1}):
Value 0.1 g.
¥ of Total 0.1 9.

Gross Disbursements of
Official DAC Flows 2}Y:

(excl. Exp. Credits)
Value 20.2 13.
%X of Total 21.5 13,
GUYANA
Total Imports (CIF)
from All Sources 318 396
Total Imports (FOB}
from QECD Countries:
Value 176 212
% of Total 100 100
Gross Medium and Long-Term
Export Credits Disbursed
from DAC Sources 1):
Yalue 4,7 20.
% of Total 2.7 g,
Gross Disbursements of
Official DAC Flows 2):
(excl., Exp. Credits)
Value 51.2 44,
% of Total 29.1 20,

1881 1882 1983
162 128 112
108 91 55
100 100 100

11.1 9.0 18.1
10.3 9.9 32.9
436 280 230
218 113 71
100 100 100
12.9 15.9 1.5
5.9 14.1 2.1
78.2 52.1  44.7
35.9 46.1 63.0

130

81
100

17.3
21.4

10.2
12. 6

263

86
100

28.6

128

82
100

a2.
27.

255

92
100

34.
37.

b

-~



Table A (continued)

(Values in US$ Million)

——— . —— o —— i — —_—— T ———— . —— . — A i S S e o e

1979 1880 1981 1982 1883 1984 1885

JAMAICA

Total Imports (CIF)
from All Sources 992 1,171 1,473 1,381 1,530 1,146 1,110

Total Imports (FOB)

from OECD Countries:
Value 544 512 747 746 781 738 614
¥ of Total 100 100 100 100 100 100 100

Gross Medium and Long-Term

Export Credits Disbursed

from DAC Sources 1):
Value 25.0 61,0 39.8 59.5 67.1 135.9 101.6
¥ of Total 4.6 11.9 5.3 8.0 8.8 18.4 16.6

Gross Disbursements of

Official DAC Flows 2):

{excl. Exp. Credits)
Value 105.8 167.7 201.7 318.4 257.7 315.
% of Total 19.5 32.8 27.0 42.8 33.0 42.

360. 4

(o< e ]

TRINIDAD 3 TOBAGO

Total Imports (CIFY
from All Sources 2,111 3,184 3,108 3,687 2,582 2,101 1,525

Total Imports (FOB}

from OECD Countries: .
Value 1,043 1,407 1,339 1,749 1,426 1,177 928
% of Total 100 100 100 100 100 100 100

Gross Medium and Long-Term

Export Credits Disbursed

from DAC Sources 1):
Value 119.0 220.2 187.8 83.0 168B.4 127.4 66.7
% of Total 11.4 15.7 14.0 4.8 11.8 10.8 7.2

Gross Disbursements of

Official DAC Flows 2}:

{excl. Exp. Credits)
Value 13.6
% of Total 1.3

O~
o
O.
[o)]
O
W
O W
) 0



Table A (continued)

—— A e -

1} Gross Qfficial Export Credits plus Gross Private Export Credits
which: are nfficially guaranteed or insured, with a duration in excess
of one year. [In the cese of Jamaica, data for gross export credits
{(medium and long-term) may include some "disbursements” under debt
rescheduling arrangements rather than the financing of new exports. ]

2) Gross QOfficial Flows from DAC member countries and multilateral
agencies, including "Official Development Assistance” (0ODAY and "Other
Official Flows" (Q0OF), but adjusted to exclude Official Export Credits
and Technical Assistance Grants; (it, of course, also excludes non-DAC
Tinanced miltilateral adencies).

3} Gross short-term (one year or legs) export credits officially
insured or guaranteed by DAC member countries. Estimates are based on
amounts outstanding of such credits in 1984 and 1985 for all OECD
countries, covering exports to developing countries, on the assumption
that one-quarter of these credits turn over 1.5 times per year and
three-quarters of them turn over 3 times per year.

[The estimate of officially insured or gusasranteed short-term export
credits is calculated for =211 developing countries as a group.
Estimates for individual developing rcountries are much less certain,
since export guarantee or ilnsurance agencies in OECD countries are
reluctant to disclose the degree of their exposure vis a vis particular
developing countries. The demand for official insurance is likely to
he greater with respect to countries considered more risky or less
creditworthy. On the other hand, export credit agencies limit their
exposure in more risky countries and may indeed suspend any insurance
on exports to the countries with the most difficult foreign exchande
prroblems. Therefore, the use of the rough overall percentage for all
developing countries (about 1% percent of total exports to developing
countries as a group) is almost surely wrong as & means of estimating
the situation for most individual developing countries, ]

4} This residual item covers all other exports from OECD countries to
developing countries which are not financed by items described in notes
1y, 23, and 3}, above: Dbank financing not officially guaranteed or
insured, intra-multinational company transfers, cash transactions,
cauntertrade arrangements, etc. This residual is accurate only if item
2Y, Gross Official Flows (adjusted), actually involves dishursements
for goods exported from OECD countries: some of these flows are in
fact disbursed for local costs in the recipient country;. other amounts
may be untied and lead to purchases from non-0OECD sources, though it is
likely that the great bulk of these funds is in fact expended in OECD
countries in most cases.
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Table B

Domestic Exports from English-Speaking Caribbean Countries:
Total and Intra-Regional 1)

(Value in DS$ Million)

Bahamas 2):Total 2}
of which: 1lntra-Regd.
Barbados: Toatal
Intra-Reg.
Belice: Tatal
Intra-Reg.
Guynans: Total
Intra-Regd.
Jamaica: Total
Intra-Reg.
Trinidad Total
& Tobago: Intra-Regd.
TrinidadZ) Total 2}
& Tobago: Intra-Heg.
Antigua Total
& Barbuda: Intra-Reg.
Dominica: Total
Intra-Reg.
Grenada: Total
Intra-Reg.
Montserrat:Total
Intra-Reg.
St. Christopher/ Total
Nevis: Intra—Reg.
St. Lucia: Total
Intra-Regd.

St.Vincent Total

“Intra-Regional"

1}

region).

1880

158.
21 1.

150G,
41.

8

w
&L iw <}
W)

945,
56,

4, 056.
302.

228.
79.

2)

X

6
7

7
9

oy

WA

W W

@X O

3 n i~ ~J WO

O~

.Y
6.

3

1881

187,
4,

1586,
48,

N~ O

O L

2
7

g
4

[ o

W

=~

w o

QO ke (=) YN

= on

1982

227.
q,

180.
58.

747 .

2,994,
273,

285.
67.

10,
8.

o
"

16,

17.
5

1

0.
17.

4.

37.

~ ~J O 0 N~

1

2
3
g

Naled

Ll g

~ 0o

[ar B N ]

~J

17.2

31

4
18.2

1983

257,
1.

280,
60.

712.
96.

2,263.
206.

307,
58.

11.
10.

26.
13.

17,

34,
2z.

4

O w w e [y

O

Lo e

. 6
.7

3]
7

1984

281.
2.

291
0.

364.

24.
11.

16.

45 .

12.

.
hZ.

33.

2
.8
2

[ s o] SR s]

DL s MO

8

€O w0

W @

ot W [T e q]

Wy n

7
g

1985

293.
3.

248,
35,

64.
3.

206,

23.

535.
40.

2,103.
232.

381,

exports are defined here as from and to the

English~-speaking Caribbean countries shown {(comprising the Caricom
{Exports to the Bahamas are excluded from the
“"Total"”

“"Intra-Redional” data but are included in the

2)

Excluding petroleum exports.

datal.

v
2

2
3
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- WO

L

P



- - e — s v s i T A ot i S
772!—’7/6 C. v K(‘ n/ﬂ/('(_;'z‘)' —S‘rrmr_ Cefr e m" Z:X_'}:?I'Z‘f
Z\f'a!ngg. i US ¥ 7/3/‘/54,,,‘(') -

Export structure at the SITC group

(3-digit) level (ranked by

average 1982-1983 values)
Individual countries

"
1982- 93} i 19871983
Value E.:‘D:J p::c:-:e As 4 per cent
> H V3 .
SITC group 1;’Ih§;n»:f:?)> o MTC group L lT:\;I:IJ:I\di En pourceniage
Groupe d . i { of dollarst o
pededa T l;iltri:f“ "“:‘;::"'T % of ** |of woria Groupe d¢ la CTCH : ‘\f:_leur co'm::[ry ot *v |of world
' - . o U vhihe twlg
de dollass) g: ::::; : Jes {Ju mandey Lde dolla:l du ol | e ' Hu mondd
— du pass
! - : ’ ! ' , I 2 ! 4
Amlg'ua and Barbuda - Antigua-ct-Barbuda (** = dt":lopins) Burhadaos - Barbade ("-dcvclo.ping)
Allcommodities . . ... ... 12286 | 100.00 i 000 0.00 All commodiLies : 141759 | 100.00 0.05 0.61
) Closhing eacep fur .. 3553 | 2692 002 0011 729 Electrical machiner . . ... . | 8673 | 3572 132} 020
2 - e 1418 | 1148 0101 001} 84 Clothingnotoffur .. .. .. 686 | 1511 02| on
25 Domestic eleciriesl . . . . . .. | 096 89: ! ogos 00! ! e
697 Houschold equipment . . . . . . | 04 948 0-13 0.03 06! Sugarand honey . . . .. o I | 1283 0.18 0.2
715 Mewalworking machin . 818 &wi 0' - 2! EHec pur machswie . .. . ... 19630 309 0.65 .08
001 Livesmimals . T 756 | 639 0-(')3 3'01 821 Fumiwre ... ... . . 6795 | 280 | 0487 007
332 Pewroleum products . . . . . . 791 6‘13 i O‘M o-g M1 Margnne.shoncmn ....... 4 564 1.88 6.48 0.84
031 Fuhfresh & Simp}y ........ 578 ‘.70 {00l 00' 599 Chemicals ﬂ-ﬁ .......... 43130 1.78 061 0.03
893 Amickes of atific . . . . . . 8 “38 i oné ! ool 714 Office machines ... .. .. .. 3w 140 | 015) 001
112 Alkoholic beverages . ... .. . 758 208 ' Olﬁj om 931 Special lmnmmn ........ 3110 1.28 0.07 o001
533 Pigments pains v . . BE]OIE) 00| Q) 58 Perfumecomesse 198 Lnyp 13| 000
$81 Plastic materialer . . . . . . . 102 's6 i 0'01 GIM .h“- Alicoholic beveragess ... 2481 1.02 0.5} .03
048 Cereslpreps & prep . . . . . 152 I-24 i 0-0; OIM w114 Telccommunicuions . .. .. L 2312 0.96 003 a0l
642 Anicles of paper, . . . . . . . .. 11 009 } 002 o'm 1 Sruauresandpan L. . 1278 094 | 023 0.03
69! Finished sruaral ... 1o 0%l g} 080 719 Machines o noncle . 2274 | o094 008! 000
719 Machinery and appli . . . . . .. 06 086 006 va 698 Mesl manulacures ... ... 22381 092 0.22 0.02
Remainder . o oo 54| aas T - 554 Saap&.cleannvnguc ........ 26| 092 0.78 0.08
: Remainder . . .. .. .. ... . .- 9618 ) 1220
Bahamas (*® =developing) Belize  (** = developing)
All commodities . . . ... .. 1849387 | 10000 | 040 0.10 All commodities . . ... .- £9722]10000] 002| 000
332 Petroleum producis . - . - .. .. . 1555555 | 84011 394 1671 061 Sumrandhoney . ......... 37182 44| DAy 032
541 Medicinaletcprodu. . .. ... 85 206 4.6} 3.57 0.58 053 Fruit preservedpre . .. ... . . §13 905 054 o
$12 Organicchemicals - . .. . . . .. §2947 2861 2 016 1 Clohingnotof fur .. .. . .. . 7653! BS3) 005] oW
276 (nhercrude mineral . 7. ... .. 29 391 1.59 11 06s .| 031 Fish freshsimplyp . .. .. . . .. 6221 693 0.14 0.0¢
931 Special transacion . ... L 20T 119 047 0.08 051 Fruitfrshnusfrs. .. ... .. ... 4 882 544 0.12 0.05
112 Alcoholic beverages . . . . . . .. 200861 1151 432 | o026 293 Woodshaped . ... 4444 | 495 025 005
031 Fishfreshsimplyp . . . . . . ... 17 621 095 | 038 016 931 Special transaction . . .. . . . .. 3386 k) 001 001
21 Crude rubberinels . . . ... ... 10334 | 0561 027) o] 332 Peroleumproduas . ... ... 3M6) 373} om ) om0
599 Chemicalsnes .. - ... ... .. sy | o3| o082 oosll OF) Ceffec. ... 23| 0] oo2| om
131 Petroleum,crudean ... ... .. 4248 0.13 0.00 0.00 242 Woodrowgh ... ......... 1008 112 (14 ] 0.0
082 Copper .. .. ... .. ..... 31917 o 0.12 0.04 34 Medionaleicprodu ... .. L 38 1.05 009 0.0}
714 Office machines . . . . . . . .. 2190 0.12 i 0.10 0.01 08 Animal feedingsiel .. . . .. . [0 0.74 002 0.0l
661 Cement ete building . . . . . . .. 1720 0.09 .14 0.04 001 Liveammaly .. .. .. . .. 568 0.63 0.08 0.01
022 Milkandcream .. ... .. ... 1 §53 0.08 147 0.03 §99 Other manufactured = . . - .. 507 0.57 004 0.0
78 Machs forspetindu . . . ... . 1 537 0.08 015 | 00 453 Perfumery.cosmetic - .. .. .. 495 055 02 0.02
551 Essentloibperfume . . . . ... . | 403 008 069 0.09 732 Road motor vehicles . . . . . . .. 457 Q.51 090!} H.00
Remainder .. ... ... ; 1| T Remainder . .. .. ... ... 7662 B354

Sources ///[7’?43 HerdZoen ¥
Lopterngtsond Trade a7 O vk,

Featisiris, 199€ Sqgomcre,
Table 43 D, “




Export structure at the SITC group

(3-digit) level (ranked by
average 1982-1983 values)
Individual countries

/a /)/é_ C-

(< fﬂtuwc‘d‘)
(Values o dsF //fa/ﬁd»(/)

{continued)
| 1 ’
1982-1943 - i tyR2- 1483 !
Ay a per cenl i A4 g pereent
Value En poyrcentage {Tt:';lmnd; kn pourceniage
SITC group lﬂ‘j‘:ﬁ:::? of SITC group } af doi‘[:rsp of
Groupe de la CTCL Valcut coumiry | oof **  tof wosid Croupe de ta CTCY Yakour copniry | of % Lol warld
Millers 1l Mithens total
dedollars) | gyroal | des ™* Hu mondet dedollars) | gy roal | des *T pdu monde
du pays du pays
] 2 3 l; 3 ' ! 2 3 4
Dominica - Dominique  (** =developing) Jamaica - Jamaique (** =developing)
All commodities . . .. . ... . ] 24448 1 10000 | 0.0} l 0.00 All commodities . . . . ... 720 030 | 100.00 0.5 0.04
05 Fruilfshnusfs. .. ... ... l PE033 ] asI3 ) oW 0.12 513 leorgchemilsele . .. ... J43588 | 4772 2096 g7
554 Soapscicanningew . . . . . . . . I 8675 | 3548 l 289 030 283 Nonfer base mtlore . . . 121614 | 1689 2.62 1.51
422 Fixedvegoilnonso . . . . . . . . 111§ 457 00 | g4 061 Sugarandhoney . . ........ 46 243 6.42 0.56 040
685 Zinc . .. ... ... ... ’ 480 ‘ 1.96 | 0204 003 it2 Alcoholic beverages - - . . . . - . 31 163 433 635 038
551 Essentloilperfume . . . . . .. ! A9l 16T 0620 003 332 Petroleum products . . . . . . 23238{ 13| 0061 002
011 Meat fresh, chille . . . . .. .. i 364 | 149, 0021 000 841 Clothingnotof fur . . .. ... .. 18 163 2.52 0.t 0.05
054 Vegetc(shsmply .. ... . .. ] 120 1 b3l 001 | 0.00 051 Fruitfrshowsfrs. ... .. . ... 12 648 1.76 032 0.14
421 Fixed vegoilssoft. . . . . . Lo 160 063, 001, 000 122 Tobaccomfes . . . ... .. .. .. 9711 135 o 025
Remainder . . ... ..... ....| TEST | LI } 054 Vegewfrshsmply . .. .. .. .. 8085 | 12| 032( o0l
071 Coffes. . .. ... ... .. .. . T414 103 0.08 e07 -
953 Fruitpreservedpee . ... .. L 6 800 0.94 045 0.17
Grenada - Grenade (** =developing) §53  Perfumecosmetics.e - . . . . . .. 6093 0.85 2.56 021
: B Fumitere ... ... 5027 070 035| 005
All commodities . . . ... ... 19726 [ 10000} 000| o000 | 075 Spices . .. cee 4958 | 0691 065 034
05| Fruit, fresh.andn . ..., ... 7430} WETT 09| 008 931 Special transaction . . .. .. ... 4693 | 0465 010} 002
072 Cooom . v v v e e e e 3757 | 19.0% 0.1% 0.12 072 Cood . . . . - ... 4068 0.56 0.i7 613
075 Spices . ... .. .. .... ... L9 | 1434 037 0 Remainder . . .. ... ......... 66 531 9.24
841 Clothingexceptfur . . .. . ... 204 | 10.56 001 @0l
031 Fishfresh&simply. . ... ... T2 3.67 0.02 0.01 Monuserrat  (** = developing)
046 Mealand flourofw . ... ... Q) 2.5 0.35 0.0
00! Liveanimals . .......... ¥ 1517 om | oH All ommodities . . . . . . .. 9741 110000 000 0.00
081 Feed-stuffforsnmi......... »71 135 o0y Q00 337 Perokeum products . . .. . . . 33441 3433 o001 000
821 Fumiture . . ........... 00| 106 001 000 243 Corton . 5541 se8) 002 0.01
554 Soapscleansing&p. . ... ... 951 099 007 0Q0I B4l Clhing C“’-‘ﬂ fur ________ | 4% 0.00 0.00
31 Paroleum, cudean .. .. ... 1841 0931 000 000 283 Oves & concentrates . . . . . . . 62| 372) 001 | 000
022 Milkandeream. . .. ... ... 181 092 07| 000 06! Sugarandhoney ... ... . .. 300 | A7 0.00 0.00
332 Pewroleum produdts . . . . . . .. 161¢ 082 000) 000 896 Works of artcollec . . . . . . .. 67 275) 008 001
054 Vegelables, roos& . . .. .. .. % | 0501 000 000 292 Crude vegeusble mat . . . . . . . WA | 270 | 002 001
B9 Works of areollec ... ... B 0421 0021 000 1| 031 Fehfresh&simply. ... ... 1) 258 oor| o000
911 Postal packagesnot . .. - . . . 7l 03 00] 00 656 Madeup anicleswh . . .. . .. 16| 253 o002| oo
Remainder . . ............. L 711 Power gencratingma . . . . | 22| oor| o000
075 Spaces . .. .. L 216 221 0.03 0.02
. 051 Fruit, fresh. andn . . . . . . .. 21t 2.16 0.01 0.00
Guyany  (*° = developing) 657 Floorcoverings.ta . . .. .. . - 198 | 203] 002{ 001
93 Aniclesofanifc . . ... .. .. 194 2.00 0.02 0.00
All commodities . . . . ... .. 217156 110000 005 001 632 Wood manufacturesn . . . . .. ts8 | 16| o002| 000
06l Sugarandhoney . .. . ... .. 80 198 | 3693 ' 0.97 0.69 053 Fruitpreservedand . . . . . . .. 145 1.49 0.0 0.00
83 Nonfer base milore . . . . .. Y60 | 3508 1.68 0.9 Retomimder . .. . .. .- ....... 2319 | 23.81
042 Rice ... ... 20 899 9‘6:’ 113 0.5¢
512 Orgamic chcmlcals R 7150 329 039 [ o0
599 Chemicalvnes - . ... .. 6245 | 288 089 004
84t Clothingnotof fur .. . . .. $34 241 I 0.0} 002
112 Alcoholic beverages . - . . . . . a5 ] 1! oeea ) owe
725 Domesiic electrical . . . . . Q408K | 1EE . 029 005
M3 Woodshuped . ... L : Yl il oo | oo
241 Woodrough ... | YNILOLSd ) ol o0o°
931 Animals. nes-inelz .. .. ! TR 083 5770 e
671 Coffec. .. .. ... ... .. i 1793 | o8y, 002 om
Remainder ., . .. ... . ... . i 261 0.2 ’
L - i d lL [ 1 N
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Jable. ¢ rooristredd )
- (Values in 5 B Thettsand)
Export structure at the SITC gronp
(3-digit) level (ranked by
average 19821983 values)
Individual countries
fcontinued)
1982-1983 ‘ 1982-1983
Value E.:. apereemt As a per @ot
. pourteniage Yaloe Ee
SITC (> PORICETIAE
e o [ STC e T
Groupe & la LT (;q:;{ur couslry | of ** | of world Groupe de la CTCI Valeur [oououy | of ** |of workd
15ers - (Mﬂlﬂl voual
dedoltans) | dutowl | des®* kK monde de dollars) | gy umal | des ** monde
du pays 'du pays
b 2 3 4 ] 2 3 4
Sumt Yincent and the Grenadines - Saint-Vincent-e1-Grenadines
‘ 5t Christopher and Mevis — Saint-Christophe-et-Nevis (*° « developing) (** =developing)
b 3
i . .
i Allcommodities ... ... ... . 45000 { 10000! o001 OO0 All commodities |, ., ... . ., 35545 | 100.00 0.01 .00
| 841 Chahingnotoffur . .. . . ... . 14572 | 3232 000] 004 f| 05) Frunfmhnusinm. . ....... 18623 | $239| o047 020
{061 Sugarandboney ... ... .... 12206 | 2701 015] o 054 VegeteIhamply .. ... ... 55951 154 022 008
| 722 Ekcpwrmochswie .. ... ... 4138 962 | oCl14| o002 674 Imgalunivplate, ... ... ... 21371t 669 0.15 001
| 931 Specialtransaction . .. ... ... 1850 634 o006 001 046 Wheatetcmealorf. ... ... . 2138 6.01 1.74 0.16
192 EBElecrical machiner. . . ... ... jo48 | 432 003 | 000 08] Animal feedingstuf . ... ... 980 27 003 6.0l
© 724 Telecommunications . . . . .. . . t472] 326| o002| 000 4 031 Fish freshsimplyp . .. .. . .. B81 ) 248 002] 001
1851 Footwedf .. ............ 1435 | 38| o003| o001 f] %41 Coxhingmovoffur .. ... ... &2( 195 o000l 000
1332 Petroleumproducts. . . . ... .. 159 2.57 000 000 697 Base mtihousehold . . . .. . .. 596 1.68 0.07 002
' 12 Alcoholic beverages . .. ... .. 613 1.40 0.13 0.01 64 Wuchesandclocks,, . ... ... 5% 1462 0.03 0.0}
i 031 Fighfreshaimplyp......... 615 136 001 0.01 ! Tobecxounmid . .. ....... is? 100| 002 .0l
1075 Spices . ... ...l 603 1341 008 007 ! Coffee. . ............. Mus| 097 000 | 000
, 6% Textileetcproduat ... ...... 47 097! 003] 001 ff 99 Coemialios .......... 33| 095 0.05 0.00
892 Printad mauer .. ... ...... 224 063| 005]| 000 642 Arclesol papere . . ... .. 257 02 0.05 0.00
' 894 Toyssponinggoods. . .. ... .. 2530 0564 001 000 725 Domesk elecirice . . ... . .. 6| 065 002] 000
661 Cementewcbuilding . .. ... .. 23 052 002 001 89 Worksofantewe. . . . ... ... 240 068 0.07 001
072 Coocd . ... v oo m e - 220 0.49 0.01 o 075 Spm ............... 184 0.52 0.02 0.02
Remainder . .......cccnunv-s 1821 404 Remainder . . .. ... ... ..... 1120 3%
Seini Lcia - Ssinte-Lucie (** =developing) Trinidad and Tobego - Trinité1-Tobago  (** = developing)
All commodities . ... ... 49 238 | 100.00 0.0l 0.00 All commodities . . ... ... .. 2719058 | 100.00 0.58 0.15
051 Fruitfrshnusfrs, ... ... ... 32716 | 6644 079] 035 332 Petroleumproducts . . .. ... .. 1211202 454 107 1.30
l §42 Aniclesofpapere ... ... .. - 3202 6.50 0.6l 0.06 331 Crude pairolesmerc . . . .. . . 1107900 | 40.75 0.58 047
i 422 Fixedvegoilnonso. ... ..... 3083 627 o41| 009 513 Inorg clemnts.oxide 124452 | 458 | 159 1.49
, 841 Clothingnotoffur .. .. ... .. 1789 5.66 002 0.01 T35 Shipsandboats . . ... ... ... 35706 131 070 0.17
112 Alcoholic bevernges . .. .. ... 2 507 509 0.54 0.03 673 lronand steelshap . . ... .. .. 25939 0.95 1.83 on
111 Non-aic heveragese .. .. .. .. 147 .52 072 0.t0 512 Organicchemicals . . . ... ... 24 968 0.92 1.35 0.08
1031 Margarineshortenin . . . ... .. 508 103{ 084| 010l 06! Sugarandhoney .......... 24 361 0% | 029) 021
431 Promsdanmlvegoi ... ..... 4% | 087] 017! 004l 521 Coalpeiroleumec . . ... .. .. 9637 | 0351 o067 o035
‘ e}
292 Crudeveg maserisls . .. ... .. 178 617 0.03 0.04 i1 Power machinery non . .. 9616 0.35 0.56 002
i 554 Soapscleanningetc. . ... .. .. Mgl o7 ] 013 001) 3! Gasnawralandman. ... .. .. %224 03| 007| 002
j099 Food prepanationsa - . ... ... kL) omn 0.10 0.01 $61 Fertihzersmanufac . . . .. . . . . 8874 033 0.84 013
075 Spices . . ... ... 260 0.53 004 0.03 T Aeeraft ... L B 405 0 110 0.03
734 Teleccommunications . . . . . - . . 37 048 0.00 0.00 112 Alcoholic beverages . . . . . . . . 7816 0.2 1.59 0.09
421 Fixed vegoilssoft . ... ... .. 205 042 0.02 0.01 354 Soaps.cleaning ec 6870 025 239 024
512 Organicchemials . ........ 204 0.4} 0.0 000 598 Chemicalsmes . . .. ... ... . S 868 0.2 083 0.04
081 Animal feedingsuf ... ..... 165 LX) 000 0.00 048 Cereal e1c preparal . . . . 4640 017 1.38 014
Remainder . . . . .. .. 1099 pira) Remaminder . . .. ... .. ... ... 93 580 34
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