
TRINIDAD AND TOBAGO 

A Troubled Economy 

T i m Coone 
Trinidad and Tobago is n o longer the 

affluent jewel of t h e Car ibbean t h a t it 
was in the 1970s a n d early 1980s 
when oil prices soared br inging a 
bonanza of wea l th t o t h e i s lands ' 
popu la t ion of 1.3m. . T h e s u b s e q u e n t 
collapse in oil pr ices has p r o d u c e d a 
30 per cent fail in real i ncomes over 
the • past four years accord ing t o 
Mr. Winston D o o k e r a n , t he Planning 
Minister and people are f inding the 
n e w e c o n o m i c real i ty hard t o t a k e . 

T h e cur ren t foreign exchange crisis is 
severe. Reserves fell a t t h e end of J u n e 
t o S 20m,-less t h a n sufficient for one 
week of i m p o r t s . Many compan ies 
have gone on t o t h r ee day work ing 
weeks and are laying off emp loyees . 
T h e governmen t even mor tgaged o n e 
of the na t iona l airl ine 's je t aircraft in 
Sep t ember for $ 3 2 m t o help pay p u b ­
lic employees and t o inject s o m e forei­
gn exchange i n t o t he Cent ra l Bank. 
T w o fur ther aircraft leaseback arrange­
ments are in t he pipel ine. 

Mr. William Demas , t he Cent ra l Bank 
pres ident to ld representa t ives from t h e 
private sec tor last m o n t h t h a t the for­
eign exchange s i tua t ion " h a s never 
been worse" . 

So what wen t wrong? 
A b o u t S 2 bn was s u n k in to t he Point 

Lisas indust r ia l c o m p l e x dur ing the 
b o o m . Designed t o use local na tu ra l 
gas supplies , urea , a m m o n i a , and 
m e t h a n o l p lants were built t oge the r 
wi th an iron and s teel c o m p l e x , and all 
a imed at t h e e x p o r t m a r k e t . 

t T o d a y t hose indus t r ies are runn ing 
heavy losses due t o a c o m b i n a t i o n of 
world over -produc t ion , low prices a n d 
heavy finance charges t o pay for cons­
t ruc t ion . 
- Tax i n c o m e and savings from the oil 
sec tor also he lped f inance rapid deve­
l o p m e n t of social services and fuelled a 
b o o m in c o m m e r c e . So m u c h so tha t 
t rad i t ional areas of t h e e c o n o m y such 
as agr icul ture , became neglected. Now 
70 per cent of the i s lands ' food is im­
por t ed . 

With t he fall in oil i n c o m e , t he s t ruc­
tural weaknesses of t he e c o n o m y and 

its over-dependence on oil became all 
t o o apparen t . 

The gove rnmen t ' s . immedia t e plan is 
t o rationalise government spending, re­
direct ing cur rent expendi ture on wages 
towards, new investment , especially in 
t he energy sector where o u t p u t has 
been falling. 

In the longer te rm, diversification is 
t o be encouraged with export- led 
g rowth through investment in agricul­
tu re , tour ism and down-stream petro­
chemicals. 
One of Prime Minister and Minister of 
F inance A.N.R.Robinson ' s targets is t o 
ob ta in 56 per cent of a three-year 
$ 3 .6bn s ta te investment programme 
from new overseas loans. Together 
wi th direct foreign investment, this is 
wha t he believes will be necessary t o 
t u rn round the Trinidad Tobago eco-

. n o m y . 
The o the r 44 per cent is to come 

from dives tment of s tate-owned enter­
prises. The te lephone company is the 
first in line and talks .are expected in 
London in the first week of October . 
Also planned are major layoffs in the 

over-extended public sector. 
Meanwhile, a recent 30 per cent deva­

luat ion of the currency was a further 
measure designed to create a favoura­
ble a tmosphere at the IMF and credi­
tor bank discussions. 

However, as with all I Ml" agreements , 
in tense political opposi t ion is stirred a t 
h o m e , and Trinidad is no except ion . 
F o o d prices have been predictably 
hard hit by the devaluation, causing 
d i sconten t , Mr. Robinson is being criti­
cised for leaving it unti l the final hour 
t o begin talks with the IMF, a move he 
originally, opposed when he took offi­
ce in December , 1986. 

With reserves exhausted, his negotia­
t ing s tance is accordingly weakened. 
His reply is that it has taken until now 
t o work ou t Trinidad 's own economic 
proposals . T o s tar t negotiat ions with­
ou t a plan he said "leaves only the 
F u n d ' s p rq jpsa ls on the t ab le" . 

U n e m p l o y m e n t is already 21 p e r c e n t 
of the 5 0 0 , 0 0 0 workforce, and can be 
expec ted t o increase substantial ly over* 
the coming year as adjustment plans 
tako effect. 

Mr. Dookeran admits that the initial 
th rus t of new s ta te and private invest­
men t , directed at capital-intensive 
energy-based projects , wjll no t case the 
u n e m p l o y m e n t problem. He said: 
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TRINIDAD TOBAGO ^ 

AND THE IMF 

The fall in oil prices has deal t a heavy 
b low t o t he Car ibbean Islands of Trin-
dad and T o b a g o . These brief art icles 
f rom "Panos Features" and T h e Lon­
d o n "Financial Times"- describes the 
s ta te of t he Islands e c o n o m y and what 
it is like t o belong t o a Third World 
c o u n t r y despera te ly needing he lp f rom 
the In te rna t iona l Mone ta ry F u n d 
( I M F ) . . T h e c o u n t r y ' s reserves have 
sh runk to S 20m at the end of J u n e 
1988 from S 3 bn at the end of 1982 . 

- T h e IMF,accord ing t o Kaisha Ince , a 
Trinidad and Tobago journal i s t , .is 
d e m a n d i n g large cu t s in the publ ic 
wage bil l , t h e removal of subsidies 
f rom basic foods tuf fs , medic ines , a n d . 
school b o o k s , t he removal of i m p o r t 
con t ro l s and exchange con t ro l s , t he 
raising of interest ra tes , and the priva­
t isat ion of nat ional industr ies at dis­
coun ted prices. T h e IMF claims tha t 
its prescr ip t ions will eventual ly impro­
ve the e c o n o m y . But t he talk every­
where i s - t h a t of " p r e s s u r e " - a n d of 
people having t o "ho ld their heads and 
b a w l " , a col loquial ism for suffering.. 
Each d a y , the newspapers scream "Cri ­
s i s" , " E c o n o m i c d o w n t u r n ! " o r " I M F 
inev i t ab le" at a s t unned popu la t ion . 

Many b lame the. economic decl ine o n 
the policies of t he fo rmer government , 
t he People ' s Nat ional Movement 

( P N M ) . i n i ts 3 0 years of democra t i c 
socialism - t h o u g h this b rough t free 
educa t i on u p t o universi ty level, a 
hea l th service and m a n y o t h e r social 
benef i ts . 

T h e p resen t Pr ime Minister and Mini­
s t e r ' o f F inance , A . N . R . R o b i n s o n , fer­
vent ly dec la red o n coming in to office 

. o n a conservat ive t icket in December 
1 9 8 6 , " w e are o n t h e b r ink of t he deb t 
t r a p " and " m u s t a t all cos t s escape t he 
d e b t t r a p a n d d e p e n d e n c e o n t he 
I M F " . • /' 

R o b i n s o n s ta ted in J u n e this year 
tha t the re was " n o i n t e n t i o n of devalu­
ing t h e Tr in idad and Tobago dollar n o r 
in en ter ing in to a s t a n d b y a r rangement 
wi th t h e I M F " . 

Bu t , s t a t e s Kaisha Ince , n o w the deb t 
t r ap has c losed. T h e Trinidad.- and 
Tabago dol lar was devalued b y 18 per­
cen t o n 16 , August , bringing t he 
to ta l deva lua t ion wi th in 2 0 m o n t h s t o 
6 8 pe rcen t . And on 10 Sep tember 
Robinson , conf i rmed tha t Tr in idad and 
T o b a g o is t o negot ia te wi th t he I M F . 

-Deva lua t ion has pu t a strain o n hou­
sehold b u d g e t s wi th t he p r o m p t rise in 
i m p o r t e d food prices which has affect­
ed all c o n s u m e r s . 

. "Act iv i ty in the o t h e r more labour-
. intensive sectors will begin if we can 

star t g rowth in t h e key energy s e c t o r " . 
Mr. Rob inson has an opt imis t ic t ime­

frame " In 18 m o n t h s wc will be th rou­
gh the w o r s t " he said. The government 
is clearly hop ing tha t new private in­
ves tment , b o t h foreign and domes t i c , 
will take u p t he u n e m p l o y m e n t slack 
created by the government ' s own-
rat ional isat ion plans. In this c o n t e x t , 
p lans for developing new offshore 
manufac tur ing facilities, in a duty-free 

. expor t processing z o n e ( t i l 'Z ) , a r e . 

being eagerly p r o m o t e d by t h e private 
s ec to r arid are being equal ly resisted 
b y t he t r ade un ions which fear the 
c rea t ion of " s w e a t - s h o o " industr ies . 

Mr. Oscar A l o n s o , t h e chief execut ive, 
of t h e . E x p o r t Deve lopment Corpora­
t ion , a government - funded b o d y which 
boas t s o n e of t h e mos t advanced t r ade 
•nformat ion cen t res in t h e Car ibbean, 
believes t h a t Tr in idad can be .com pet i-
tive in non-oil e x p o r t s and t h a t t h e 
E P Z is t h e way t o achieve it . 

He said: " W e still lack t h e infrastru& 
tu r e . Where a re t he overseas t r ade 

missions, the forward d is t r ibut ion 
centres? 

"We have t he high t echnology b u t we 
lack t h e basics. Some people still seem 
to believe . that oil will come gushing 
o u t of the sewers a t $ 30 a barrel and 
save u s " . 
The abil i ty of t he government t o t ap . . 

and mobil ise t he financial resources 
necessary t o res t ruc ture t he e c o n o m y 
along less oi l -dependent lines,' will be 
its real test in future . It will be t h e tes t 
of Mr. Robinson as PrimeJtfinister and 
as a political leader if he can keep h i s 
nerve, w i thou t let t ing t he tens ions 

. spiral in to violence as unpopu la r eco­
nomic measures stir waves of unres t in 
this h i t he r to peaceable socie ty . The 
u l t imate goal is diversification and 
according t o Mr. Dookeran ' T h e eco­
nomic map of t he c o u n t r y will l ook 
very different in 10 years ' t ime if we 
sucoeed. in get t ing the r e sou rces" h e 
said. 

If t hey fail, e n o u g h e c o n o m i c head­
aches lay ahead t o give t he c o u n t r y a 
b u m p y ride. Some are nervously aware 
of t he fact t ha t it was economic hard­
ship, in t iny Grenada jus t 100 miles t o 
the n o r t h t h a t was , the catalyst for re­
volut ion and invasion jess t h a n a deca­
de aeo . . 
Tha t exper ience demons t ra t ed tha t . 

Tr inidad and Tobago ' s location^ a t t h e 
m o u t h of the Caribbean, and astride 
major reserve's of gas and oil m a k e i t a 
coun t ry of strategic in teres t , and n o t • 
just to super-power politicians. Lying 
just a dozen miles off t he .South 
American mainland, t h e c o u n t r y is 
finding itself hos t t o a disturbing, 
g rowth in drugs traffic* t o t he US, as 
are mos t of i ts ne ighbours in t h e east­
ern Caribbean island chain, t h e r e are 
inevitable nagging fears tha t this traffic 
could generate cor rup t ion , 

The c o u n t r y ' s problems thus provide 
an . in teres t ing l i tmus of how economic 
t roubles c o m m o n t o ' many countr ies 
in the Caribbean can be tackled. If 
Trinidad and Tobago , wi th i ts under-, 
lying weal th and polit ical s tabi l i ty , 
canno t deal effectively wi th t he recent 
s teep de ter iora t ion in i ts economic 
posi t ion, t h e n t he prospects are grim 
for o t h e r Caribbean nat ions tha t are 
less for tunate ly e n d o w e d . 
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Trinidad & Tobago devaluation "based on misleading IMF figures' 
Ira Mathur , 
A journalist from Trinidad & Tobago recently settled in London. 

A Caribbean economist who investigated the Trinidad & Tobago economy for the 
International Monetary Fund (IMF) in 1985, claims that IMF statisticians used 
misleading figures in justification of a devaluation demand. 

A 51-year-old Grenada economis t , 
Oavisson Budhoo , resigned from the 
Internat ional Monetary F u n d in May 
to claim tha t the Trinidad & Tobago 
dollar was devalued in 1985 on the 
basis of a key , misleading stat is t ic on 
the efficiency of local labour , he 
explained in London recent ly . 

No t only was the dollar devalued, bu t 
the figure was also used by banks and 
governments th roughou t t he world for 
determining nat ional credi tworthiness . 

This has had " t r e m e n d o u s adverse 
impl ica t ions" , says Budhoo in his 
open le t ter of resignation, which t o o k 
him a year t o write. 

Commercial banks virtually hal ted all 
loans t o the coun t ry . A small oil 
expor t ing coun t ry , Trinidad & Tobago 
found itself isolated internat ional ly at 
a t ime when oil prices were falling 
dramatically and "when it needed all 
the suppor t it could ge t" . 

Repor ted by a statist ician of the 
In ternat ional Monetary F u n d , the 
Western world 's economic watchdog , 
the key figure concerned the a m o u n t 
of labour used to p roduce a uni t of 
o u t p u t - a measure of product ive 
efficiency known to economis ts as the 
Relative Unit Labour Cost (RULC) . 

According to the IMF statist ic, the 
RULC rose over a period by 145% 
indicating a dramat ic worsening of 
product iv i ty . In fact, the indicator 
had risen only by 69%. 

When this error was discovered, 
Budhoo says his initial unders tanding 
was tha t there would be reparat ions 
and tha t the mistake would be m a d e 
publ ic . 

However, "all reference t o the RULC 
was deleted from all t ex t , tables and 
charts . Public acknowledgement and 
publication of the corrected series and 
dramatic d o w n t u r n of the index in 
1986 would have devastated the case 
for a devaluat ion". 

Fur ther , Budhoo says the IMF 1987 
report on Trinidad & Tobago was a 
"b la tant ly unfair por t rayal of con­
fusion and of governmental policies 

gone hopelessly a s t r ay . " 
Similarly, wrote Budhoo , in 1988 , 

IMF officials were still "drilling h o m e 
the po in t t ha t RULC was way ou t of 
line and tha t massive devaluation was 
needed" . Without such devaluation the 
coun t ry was warned it would "s l i ther 
progressively in to moun t ing economic 
c h a o s . " 
Each miscalculat ion was built u p o n a 

previous one and IMF teams visiting 
Trinidad and Tobago "manufactured 
statist ical indices - the RULC and 
several o thers - tha t would allow us t o 
prove our poin t , and push a particular 
policy line, irrespective of economic 
realities and circumstances of the 
c o u n t r y " . 

Budhoo ' s let ter has so far been met 
wi th silence from the IMF, which "dis­
t resses" h im: " I t is in the interest of 
t he F u n d itself tha t these malpractices 
are brought t o l ight ," he says. "Tru th 
will prevail. I will go ahead wi th my 
work unt i l they are forced to 
r e s p o n d . " 

PANOS 

Third World pays World Bank 
Rober t Walgate Editor, Panos Features 

lor the first time last year a major branch of the World Bank received more from 
the Third World than it gave. The trend is likely to grow. 

The World Bank, which invests 
money from the industrialised world 
in Third World development projects , 
drew nearly US J 2 billion - equivalent 
t o the to ta l economic produc t ion of 
Nepal or Niger - ou t of t he Third 
World last year. 
At least tha t ' s what happened t o t he 

Bank's main investment branch , t h e 
In ternat ional Bank for Recons t ruc t ion 
and Development ( IBRD) , in t h e year 
t o June 1988 . according t o t he World 
Bank's latest annual repor t , released 
recent ly . 

Al though the IBRD invested US$15 
billion in new projects , it clawed back 
US$ 17 billion in the form of repay­
ments and interest . Only when the 
smaller, In ternat ional Development 
Association ( IDA) branch of the Bank, 
which gives low-interest loans t o t h e 
poorest countr ies , was included, did 
the World Bank 's account with t h e 
Third World show a benefit t o the 
Third World of US$ 700 million. In 
the previous year the surplus was 
US$ 3.4 billion, nearly five t imes as 
much . 

Last year Nigeria, whose e c o n o m y 
is n o t exact ly the world 's fit test, paid 
t he Bank a net US$ 240 million. Net 
Bank transfers, including IDA assis­
tance , to Africa - which includes 
m a n y of the world 's poorest countr ies 
- averaged a round US$1 billion a year 
from 1984-87. But the figure fell by 

nearly half in 1988 to USS580 million. 
The Bank paid ou t a net $ 1 billion t o 

Asia - again a round half the $2 billion 
or so it was disbursing in 1984-87. 

t h e banK is no t alone in its problem 
with interest and r epaymen t s on Third 
World loans. According to Bank 
figures, in 1980 the developed 
countr ies were giving aid of some US 
$ 3Q billion a year t o the Third World, 
after interest and repayments were 
t aken in to account . But 1987 showed 
the exact reverse - wi th the Third 
World paying the developed world 
US$30 billion. 

It is a t first surprising that the World 
Bank, a supposed force for develop­
men t , is becoming tarred with the 
same brush. 

But in the long run, isn ' t such a trend 
inevitable? The World Bank is, after 
all, a bank: and banks expect t o get 
their money back, with interest . 

On the b o t t o m line, the World Bank 
is in business t o make money , no t to 
give aid. 

Of course in the long run, so the 
theory goes, Bank-supported develop­
m e n t projects will have become so 
successful tha t t hey will generate sur­
plus income , making payback painless. 

The only t rouble is tha t for many 
countr ies tha t surplus has no t materia­
lised. Payback t ime is n o w ; and pain­
less it is not . 
PANOS 


