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Table 2 .  S t .  Vincent.  Centra: Government Operations 

Pro J 
1 9 7 5 1 7 6   1 9 7 6 1 7 7   1 9 7 7 1 7 8   1 9 7 8 / 7 9   1 9 7 9 1 8 9   1 9 8 0 / 8 1  

( I n  millions of East Caribbean  dol lars)  

Total   revenue and g ran t s  22 .9   27 .7   34 .0   41 .7   52 .2   57 .2  
Current  revenue 17 .O 2 1 . 4   2 8 . 3  33.8  42.9  4 5 . 8  
Current   grants  3 . 3   2 . 0  1.7 5 . 2   3 . 4   0 . 9  
Capital g ran ts  2.6 4.3  4 . 0  2.7 5 .9  10.5 

- - - 

Total  exDenditure 
and net   lendinn 

Current  expenditure 
Capi ta l   expendi ture  

and n e t  l end ing  

2 7 . 1  3 3 . 3  3 5 . 6  48 .8  
2 3 . 2  2 5 . 6  2 8 . 1  39 .2  

3 . 9  7 . 7  7 . 5  9 . 6  

- - 

Current  account  surplus 
o r  def ic iL  ( - ) (exclud-  
i n g  g ran t s )  - 6 . 2   - 4 . 2  - 0 . 2   - 5 . 4  

O v e r a l l   d e f i c i t  - 4 . 2  - 5 . 6   - 1 . 6   - 7 . 1  - 
Financing - 4 . 2  5 . 6  1 . 6  7 . 1  
Foreign-orrowlng ( n e t )  1.1 3 . 6  -2 .0  6.0 
EC CA 0.6 0 . 6  -- " 

IMF 
Domes t i c  borrowing ( n e t )  2 .  I 0.7 2.7 0 4 
Residual  1.1 1.3 0 I 9 0 . 7  

" - - 

" " " " 

Total  revenue and 

Current  revenue 
Grants 

gran ts  

Total  exDenditure 
and ne t   l ending  

Current  expendlture 
C a p i  t a l   expendi ture  

and net   lending 

Current  account  balance 
(exc luding   gran ts )  

- 
Overall  balance 

( I n  per cent of f l s c a l   y e a r  GDP) 

2 9 . 9  
2 2 . 2  

7 . 7  

35.4 
3 0 . 3  

5 . 1  

" 

- 8 . 1  

- 5 . 5  - 

31 2 
2 4 . 1  

7 . 1  

3 7 . 5  
28 .8  

8 . 7  

- 

-4 .7  

- 6 . 3  

- 

31.2 
26 .0  

5.2 

3 1 . 2  
2 5 . 8  

6.9 

- 

0.2 

-1.5 

- 

31.6 
2 5 . 6  

6 .0  

3 7 . 0  
29.7 

7 . 3  

- 

-4 .2  

- 5 . 4  

6 2 . 0  65 .1  
4 3 . 0  4 8 . 2  
- 
1 9 . 0  16 .9  

-0.1 - 2 . 4  - 
- 9 . 8   - 7 . 9  - 

9 . 8   7 . 9  
1 0 . 2  ... 
- 0 . 6   6 . 7  
-1.6 . a .  

1.2 I . .  

- - 
" 

I O .  

3 4 . 9  
28.7 

6 . 2  

4 1 . 5  
28.8 

1 2 . 7  

- 

-0.1 

- 6 . 6  

3 2 . 5  
2 6 . 0  

6 . 5  

37.0 - 
2 7 . 4  

9.6 

- 1 . 4  

- 4 . 5  

- 
- 

~~ ~ ~ ~~ 

Sources: Ministry of Finance; and Fund s t a f f   e s t ima tes .  
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I .  Introduct ion 

The f i r s t  A r t i c l e  IV consul ta t ion   d i scuss ions   wi th  St. Vincent  and 
the  Grenadines  since the country  joined  the Fund a t  the end of 1979  were 
held i n  Kingstown March 2-17, 1981. The r ep resen ta t ives  of S t .  Vincent 
and the  Grenadines  included  the  Prime  Minister who is also Minister of 
Finance,  the  Minister of Agricul ture ,   o ther  members of Cabinet;   the 
Financial   Secretary,   the   Director  of Planning, and o ther  government o f f i -  
c i a l s .  The s t a f f   r e p r e s e n t a t i v e s  were Messrs. Hardy (Head), Habanananda, 
Pera ( a l l  WHD), Short  (FAD), and Yadav (WHD) , a n d  Mrs. Orpin  (Secretary- 
WHD) * 

S t .  Vincent and the  Cxenadines  has  not  yet communicated t o   t h e  Fund 
i t s  decision  with  regard t o  s t a tus  m d e r   A r t i c l e  VI11 or  X I V .  

I I. Backqround 

Following  setbacks in 1979  and 1980 as a r e s u l t  of na tura l   d i sas -  
t e r s ,  a s t rong growth  performance is expected i n  1981. From 1975 t o  1978 
r e a l  GDP had increased  a t   an  average  annual   ra te  of 8 per  cent, l e d  by 
ag r i cu l tu ra l   expor t s  and twxlsrn. The erupt ion  of the La Soufr iere   vol-  
cano i n  Apri l  1979, and Hurricane  Allen i n  August  1980, i n f l i c t ed   s eve re  
damage on agr icu l ture   (espec ia l ly   bananas) ,  and t o t a l   o u t p u t  of the sec- 
t o r   f e l l  by almost  one t h i r d  in   real   terms  over  the two-year period. 
However, t h i s  dec l ine  was o f f s e t  by continued  rapid  gains i n  tourism and 
manufacturin3, as S t .  Vincent was successfu l  i n  a t t r a c t i n g   s e v e r a l  new 
enclave i n d u s  t r i e s ,   T h u s ,   d e s p i t e   t h e   d i s a s t e r s ,   r e a l  CDP i n  1979-80 
remained v i r t u a l l y  unchanged (Table   1) .  The r a t e  o f   i n f l a t ion ,  measured 
by wvements  in  the Consumer Price  Index,  averaged  about 11 per  cent a 
year  during 1975-78, but  rose  to  over 17 per  cent in 1979  and 19  per  cent 
in 1980. The unemployment r a t e  appedrs  to  have  declined  over  the  past 
f ive   years  aa the new industries set  u p  i n  1979-80 created  about 900 jobs,  
equivalent  to  about 3 per cent of the   labor   force.   Nevertheless ,  unem- 
ployment--currently  estimated a t  around 20 per  cent of the labor force-- 
continues  to be a major socio-economic  problem. 
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Table 1. S t  V incen t  : Nominal  and Real Gross Domest ic   Product  

1976  1977  1978 1979 1980 

( I n   m i l l i o n s  of East C a r i b b e a n   d o l l a r s )  

Nominal GDP a t  marke t   p r i ces   82 .7  94.9 124.2 135 a6 163.2 
Real GDP a t  f a c t o r  c o s t  

( 1 9 7 6   p r i c e s )   7 1  .O 73.5 8 4 . 3  a3 .a 84.7 

(Tndex u 1976=100) 

GDP deflator ( a t  f a c t o r   c o s t )  100.0 109.1  126 e 1 135.4 163.6 

(Percentage change )  

Nominal GDP a t  m a r k e t   p r i c e s  1 7 . 3  14.8 30.9  9 .2  20.4 

Real GDP a t  fac:or c o s t   6 . 5  3.5 14 .7  -0.6 1.1 
GDP d e f l a t o r  10.3 9 . 1  15.6 7 . 4  20.8 
Consumer P r i c e  I n d e x  

(end of p e r i o d )  12.2 7.4  11.1 17.5 18.9 

Sources .  CAFXCOM S e c r e t a r i a t ,   a n d  Fund s t a f f  estimztes. 

Real GDP is e x p e c t e d  t o  expand by a b o u t  8 per  cent i n   1 9 8 1 ,  as a g r i -  
c u l t u r a l   p r o d u c t i o n   r e c o v e r s   f r o m   t h e   d i s a s t e r s .  Tourism w i l l  show f u r -  
t h e r ,  a l b e i t   m o d e s t ,   g a i n s .   M a n u f a c t u r i n g   o u C p u t  w i l l  be b o o s t e d  by two 
r e c e n t l y   c o m p l e t e d   p u b l i c   s e c t o r   p r o j e c t s  ( a  d a i r y  and a s u g a r   f a c t o r y )  
as well  as by Lhe s t a r t u p  of s e v e r a l   e n c l a v e   i n d u s t r i e s .  

The p u b l i c   f i n a n c e s   s t r e n g t h e n e d  in t he   pe r iod   1975-78 ,  a s  t h e  over- 
a l l  d e f i c i t  of t h e   c o n s o l i d a t e d   p u b l i c   s e c t o r   n a r r o w e d  from 4 p e r   c e n t  
of GDP to 2-1/3 per cent of CDP. In FY 1978/79  and 1979/80 ,1 /   however ,  
t h e   d e f i c i t   w i d e n e d  t o  5 per c e n t  and  8 p e r   c e n t  of GDP, r e s p e c t i v e l y .  

The narrowing of t h e   p u b l i c   s e c t o r  d e f i c i t  i n   t h e   1 9 7 5 - 7 8   p e r i o d  re- 
f l e c t e d  d large improvement i n  t h e  p o s i t i o n  of t h e  Cent ra l   Governmen t ,  
as  a r e s u l t  of b u o y a n t   t a x   r e v e n u e s   a n d   r e s t r a i n t  on c u r r e n t   e x p e n d i t u r e s ,  
the  l a t t e r   d e c l i n e d  in r e l a t i o n   t o  GDP by t h e   e q u i v a l e n t  of a l m o s t  5 per- 
c e n t a g e   p o i n t s   o v e r  t h e  t h r e e  years (Table 2 ) .  I n  the l a s t  two f i s c a l  
years,  however, t h e  c e n t r a l  government a c c o u n t s  weakened. In 1978/79 
t h i s  wag m a i n l y   t h e   r e s u l t  of a 50 per c e n t   i n c r e a s e  i n  s a l a r i e s ,   w h i c h  
compriae about  two f i f t h s  of t o t a l   e x p e n d i t u r e .  T h i s  was the f i r s t  wage 

1/ Fiscal years are from July to June. 
- - 
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Table 2 .  St.   Vincent.   Centra:  Government Operations 

Pro J .  
1 9 7 5 / 7 6   1 9 7 6 / 7 7   1 9 7 7 1 7 8   1 9 7 8 1 7 9   1 9 7 9 1 8 9   1 9 8 0 1 8 1  

( In   mi l l i ons  of East   Caribbean  dol lars)  

Total  revenue  and  grants 22.9   27 .7   34 .0   41 .7   52 .2   57 .2  
Current  revenue 17 .O 21.4 2 8 . 3   3 3 . 8   4 2 . 9   4 5 . 8  
Current   grants  3 . 3  2.0 1.7   5 .2   3 .4  0.9 
Capital  g ran t s  2.6 4.3  4.0  2.7 5 . 9  10.5 

- - - 

Total   expendi ture  
and ne t   l ending  

Current  expenditure 
2 7 . 1   3 3 . 3   3 5 . 6   4 8 . 8   6 2 . 0  65.1 
23.2 25 .6  28 .1  3 9 . 2  43  .O 4 8 . 2  

- - - 
Capi ta l  expenditure 

and ne t   l ending  3 . 9   7 . 7  7.5  9 . 6  1 9 . 0   1 6 . 9  

Current  account  surplus 
or   def ic iL  ( - ) (exclud-  
i n g   g r a n t s )  - -6.2 -4.2 - 0 . 2   - 5 . 4  -0.1 - 2 . 4  

O v e r a l l   d e f i c l t  -4 .2   -5 .6  -1.6 - 7 . 1  - 9 . 8  - 7 . 9  

Financing 4 . 2  " 5 . 6  - 1 . 6  7 . 1  9 . 8  7.9 
ForeignTorrowlng  (net)  1.1 3 . 6  -2.0 6.0 10.2 
ECCA 0.6 0 . 6  " 

IMF - 0 . 6   6 . 7  
Domestlc  borrowing ( n e t )  2 . 1  0.7 2.7 0 4  - 1 . 6  . I .  

Residual 1.1 1 . 3  0. 9 0 . 7   1 . 2  .*  1 

- - - 
- - - - ..* 

" " ... 
" " " " 

( I n  per cent  of f l s c a l  year GDP) 

Total   revenue and - 
gran t s  

L 2 9 . 9  31 2 31.2 31.6 3 4 . 9  3 2 . 5  
Current  revenue 22 .2  2 4 . 1  26.0 25.6 28.7 2 6 . 0  
Grants 7 . 7  7 . 1  5.2 6 .0  6 . 2  6 . 5  

- - 

Total   expendi ture  
and ne t   l ending  3 5 .  -+ 3 7 . 5  3 1 . 2  3 7 . 0   4 1 . 5   3 7 . 0  

Current  expendlture 3 0 . 3  2 8 . 8   2 5 . 8   2 9 . 7   2 8 . 8   2 7 . 4  
Capi ta l  expend1 ture 

and ne t   l ending   5 .1  8 . 7  6.9 7 .3   12 .7  9.6 

" - - - 

Current  account  balance 
(excluding  grants)  - -8.1 -4 .7 0.2 -4 .2 -0.1 -1 .4  - - - 

Overall   balance - -5.5 - 6 . 3  -1.5 -5 .4  -6 .6 -4 .5 

0 
- 

Sources:   Ministry of Finance;  and Fund s t a f f  estimates. 
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i n c r e a s e   s i n c e   1 9 7 0   e v e n   t h o u g h ,   a c c o r d i n g   t o   t h e   o f f i c i a l   c o n s u m e r   p r i c e  
index, r e t a i l  pr ices  h a d   m o r e   t h a n   d o u b l e d   i n   t h e   i n t e r v a l .   B o o s t e d  by 
t a x  measures t a k e n  i n  c o n j u n c t i o n   w i t h   t h e  wage i n c r e a s e ,   t h e   g r o w t h  of 
r evenue  was s u f f i c i e n t   t o   o f f s e t   t h e   i m p a c t  of t h e   h i g h e r  salaries w i t h i n  
o n e   y e a r ,   a n d  in 1979/80, d e s p i t e  the n e e d  for o u t l a y s  on  r e l i e f  and re- 
h a b i l i t a t i o n ,   t h e   c e n t r a l   g o v e r n m e n t   a c c o u n t s  were i n  e q u i l i b r i u m  on c u r -  
rent  o p e r a t i o n s .   N e v e r t h e l e s s ,   s t e p p e d   u p   c a p i t a l   o u t l a y s ,   a n d   n e t   l e n d -  
i n g   o c c a s i o n e d  by t h e   d a i r y   a n d   s u g a r   f a c t o r y   p r o j e c t s ,  l e d  t o  a f u r t h e r  
w iden ing  of t h e   o v e r a l l   d e f i c i t   i n   t h a t  year. St. V i n c e n t  i s  almost 
e n t i r e l y   d e p e n d e n t   o n  forclign a i d   a n d  loans o n   c o n c e s s i o n a l  terms t o  
f i n a n c e  i t s  c a p i t a l   p r o g r a m .  The  i n c r e a s e d   l e v e l   o f   c a p i t a l   o u t l a y s  i n  
1979/80 and 1980/81 was f a c i l i t a t e d  by h i g h e r   i n f l o w s  of f o r e i g n  assis- 
tance, and by loans f rom  the   Ca r ibbean   Deve lopmen t  Bank (CDB) f o r  t h e  
a b o v e m e n t i o n e d   p r o l e c t s .  

I n   1 9 8 0 / 8 1 ,   e v e n   t h o u g h   t h e  overall d e f i c i t  i s  e x p e c t e d  t o  be  some- 
what smaller t h a n   i n  t h e  p l e v i o u s  year as  expenditure and  bor rowing   on  
CDB f i n a n c e d   p r o p c t s   t a p e r  o f f ,  t h e  f i s ca l  p o s i t i o n  is l i k e l y  to weaken 
m a i n l y   b e c a u s e   c u r r e n t   r e v e w e s   a r e   e x p e c t e d   t o  r i s e  by o n l y  7 p e r  c e n t ,  
and  t o   d e c l i n e  by a b o u t  2-1 /2  p e r c e n t a g e   p o i n t s   l n   r e l a t i o n   t o  G D P .  The 
weak r evenue   pe r fo rmance  is, p a r t l y   t h e  result of exlampting from d u t y  
goods   impor ted  f o r  r e l i e f  and r e h a b l l i t a t i o n   p u r p o s e s ,   a n d  not a d j u s t i n g  
spec i f i c  t a x e s  and iicenses f o r   i n f l a t i o n  I t  a l s o  reflects t h e   e f f e c t  
on  income taz. r evenue  of t h e   a b s e n c e  of a p u b l i c   s e c t o r   - a l a r y   i n c r e a s e  
and a full year's impact   of  lower p e r s o n a l   t a x   r a t e s ,   w h i c h  were reduced  
i n  t h e  l a s t  b u d g e t .   C u r r e n t   e x p e n d i t u r e s  are  p r o l e c t e d   t o  r i s e  by 1 2  p e r  
cent  even  in t h e   a b s e n c e  of a wage a d j u s t m e n t ,   m a i n l y   b e c a u s e  of r e l i e f  
a n d   r e h a b i l i t a t i o n   o u t l a y s ,  and t h e   c u r r e n t   a c c o u n t  i s  t h e r e f o r e   e x p e c t e d  
t o  move f r o m   e q u i l l b r i u m  l a s t  year t o  a d e f i c i t  of a b o u t  1-1/2 per cent 
of GDP i n  1980/81. 

T h e   f i n a n c e s  of t h e   s t a t  e e n t e r p r i s e s ,  which have shown a weakening 
t r e n d   s i n c e  1975, d e t e r i o r a t e d  i n  t h e  last two f i sca l  years due main ly  
t o   t h e  i m p a c t  of t h e  n a t u r a l  d i s a s t e r s .  T a r i f f s  of t h e  S t .  Vincent  
E l e c t r i c i t y  Company a n d   C e n t r a l  Water A u t h o r i t y  were a d J u s t e d  r e c e n t l y ,  
b u t   t h e  weak f i n a n c i a l   p o s i t i o n  of b o t h   a g e n c i e s   c o n t i n u e s  t o  p r e v e n t  
them from u n d e r t a k i n g   e x p a n s i o n   p r o g r a m s .  

L a r g e l y  as a result of t h e  d i s a s t e r s ,   b u t  also d u e   t o   f a c t o r s   s u c h  as  
t h e  1979-80 o i l   p r i c e   i n c r e a s e s   w h i c h   a d d e d  US72 m i l l i o n  a year t o  t h e  im- 
p o r t   b l l l ,   t h e   c u r r e n t   a c c o u n t   d e f i c i t   i n  the b a l a n c e  of payments (goods,  
s e r v i c e s ,   a n d  p r i v a t e  t r a n s f e r s )   w i d e n e d  from a n   a v e r a g e  of USS2.7 m i l -  
l i o n  a year ( 8  p e r  cent  of G D P )  i n  1976-78 to a b o u t  US$ll m i l l i o n  a y e a r  
(20 per cent of GDP) i n  1979-80 ( T a b l e  3 ) .  T h e s e   i n c r e a t e d   d e f i c i t s  were 
made p o s s i b l e  main ly   because  of h i g h e r   i n f l o w s  of f o r e i g n   a i d   a n d   c o n c e s -  
s l o n a l   l o a n s ,   i n c l u d i n g   s u b s t - a n t i a l   p o s t - h u r r i c a n e   e m e r g e n c y   a s s i s t a n c e  
from t h e   E u r o p e a n  Community ( L n c l u d i n g  a STABEX g r a n t )   a n d  from o t h e r  t ra-  
d i t i o n a l   d o n o r s .  Among t h e s e  inflows h a v e   b e e n   b u d g e t   s u p p o r t   g r a n t s  
from t h e  United  Kingdom of a b o u t  USS1.3 m i l l i o n  a y e a r  ( 2 . 6  p e r  c e n t  of 
GDP). However, s u c h   g r a n t s  have now been t e r m i n a t e d  i n  t h e  context of t h e  
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Table 3. St.  Vincent'   Balance of Payments - 1/ 

Prel .  Pro]. 
1976   1977   1978   1979   1980   1981  

( In   mi l l ions  of U.S. d o l l a r s )  

Current  account 
Goods and s e r v l c e s  

Trade  balance 
Exports ,   f . 0 .b  
Imports , c.  i f 

Travel r ece ip t s  
Other serv ices   (ne t )  
P r lva t e   t r ans fe r s   (ne t )  

Capital  account 
O f f l c i a l   t r a n s f e r s  
Government borrowing (ne t )  
Commerclal banks 
P r iva t e  dlrect  lnvc  Lment 

Other   pr lvate   (net)  
( n e t )  

Errors  and omissions 

SDR a l l o c a t i o n  
~ ~~ ~ 

Overal l   surplus  o r  
d e f l c l t  (-) 

Financlng 
Net IMF borrowing 
Net ECCA borrowing 
Government fo re ign   a s se t s  

( Increase  -) 

Memorandum item 
Current   account   def ic i t  

a s  per   cent  of GDP 

-1 - 5  
-9.6 

-13 a3 
( 1 0 . 4 )  

5.5 
-1.8 

8 .1  

L 02 

2 5  
1.1 
0 4  

( -23 * 7 )  

" 

" 

0.2 

- 2 . 9  

" 

" 

-0.2 

0.2 

0.2 

- 
- 
" 

" 

-6 .4 -0.3 
-15.1 -9.6 
-19 - 6  -18.4 
(10.7) (17.8)  

(-30.3) (-36.2) 

- - 

5.9 
-1.4 

8.7 

8.5 
2.4 
0.8 
2.4 

2.0 
0.9 

-1.6 

- 

- " 

0.5 

( I n  pe r   ce r t )  

4.9 18.2 

11.1 
-2.3 

9.3 

3 .5  
2.7 
1.1 

-0.1 

-0 1 5 
0 . 3  

-3.5 

- 

L 

" 

-0.3 

0.3 

- 
- 
" 

" 

0.3 

0.7 

-10.6 -11.9 
-18.4 -20.8 
" 

-30.8 -40.5 
(15.6) (16.7)  

(-46.4)  (-57.2) 
18.2 
-5 - 8  

7.8 

5.3 
3.3 
3.4 

-2.5 

- 

0.3 
0.8 

5.2 - 

- " 

-0.1  

2 4 . 5  
-4.8 

8.9 

9.5 
3.9 
3.8 

-0.1 

0 1  
1.8 

1.0 

0.2 

- 

- 
- 

-0.2 

-13.2 
-22.7 
- 4 3 . 3  
( 2 1  -0 )  

(-64.3) 
26.6 
-6 .O 

9.5 

8.0 
3.9 
2.4 

- 

" 

0.4 
1.3 

2.0 

0.2 

- 
- 

-3.0 

0.1 - 
" 

" 

0.1 

21.1 

0.2 
0.3  
- 

" 

-0.1 

19.7 

3.0 
3 - 1  
- 
" 

-0.1 

18.2 

Sources.  Ministry of Finance,  and Fund s ta f f   es t imates .  

1/ S t .  Vincent does not  prepdre an o f f i c i a l  set of balance of payments 
s t a t i s t i c s ,  and d a t a  on some t r ansac t ions  became a v a i l a b l e   o n l y   i n  1978. 
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1979 independence   ag reemen t ,   and   S t .  Vincent  r e c e n t l y   r e q L e s t e d  payment of 
a f i n a l  ECS0.5 m i l l i o n   u n d e r   t h e   a g r e e m e n t .   I n  November 1980 S t .  Vincent 
pu rchased  SDR 0 . 7 4  m i l l i o n   ( a b o u t  US$1 rn i l l io , l )   f rom i t s  reserve t r a n c h e  
and f i r s t   c r e d i t   t r a n c h e   u n d e r   e m e r g e n c y   a s s i s t a n c e   p r o v i s i o n s .  

e 

D e s p i t e  a s t r o n g   r e c o v e r y   i n   e x p o r t s ,  t h e  c u r r e n t   a c c o u n t   d e f i c i t  i s  
e x p e c t e d   t o   w i d e n   f u r t h e r  i n  1981 as i m p o r t   r e q u i r e m e n t s  w i l l  remain h i g h  
and  the growth of t o u r i s t   e a r n i n g s  i s  e x p e c t e d  to s l a c k e n .   W i t h  smaller 
c a p i t a l   i n f l o w s   d u e  t o  l o w e r   p r o j e c t   l e n d i n g   a n d   t h e   t e r m i n a t i o n  of U . K .  
b u d g e t   s u p p o r t ,   a n   o v e r a l l   b a l a n c e  of p a y m e n t s   d e f i c i t  of US$3 m i l l i o n  i s  
f o r e c a s t .  A r e q u e s t   f o r  a purchase  of S D R  1 . 3  m i l l i o n  or 50 p e r   c e n t  of 
quo ta   unde r   t he  CFF was approved by t h e   E x e c u t i v e   B o a r d  on March 18, 1981, 
l a t e r  ~n t n P  year ,  S t  V lncen t  1s a l s o  l l k e l y   t o   r e q u e s t ,   u n d e r  a s t and-  
by a r r a n g e m e n t ,  a purchase  o f  SDR L50,000,  which 1s t h e  balance i n  t h e  
f l r s t   c r e d i t  t ranche,  and may request a second  nurchase  under  t h e  CFF. 

The o u t s t a n d i n g   e x t e r n a l   p u b l i c   d e b t  of S t .   V i n c e n t   s t o o d  a t  USSl1.2 
m i l l i o n ,   e q u v a l e n t   t o  20 per c e n t  of GDP, i n   J u n e  1980. Most of t h e  debt  
i s  owed t o  the CDB, and is  a t  long term, w i t h  g r a c e   p e r i o d s   a n d  a conces -  
s i o n a l   i n t e r e s t   r a t e  of 4 p e r   c e n t .  A s  a r e s u l t ,   t h e   r a t i o  of debt: ser- 
v i c e   p a y m e n t s   ( i n t e r e s t  p l u s  a m o r t i z a t i o n )   t o   f o r e i g n   e x c h a n g e   r e c e i p t s  
f rom  merchand i se   expor t s   and   t ou r i sm i s  less t h a n  2 p e r   c e n t .  

111. S u m a r y  of  p o l i c y   d l s c u s s i o n s  

The m i s s i o n ' s  s t a y  i n  S t .   V i n c e n t   c o i n c l d e d   w i t h   t h e   p r e l i m i n a r y  for- 
m u l a t i o n  of t h e  1981/82 budget  and t h e  p o l i c y  d l s c u s s i o n s   f o c u s e d   l a r g e l y  
on   the   publ ic   lnves t rnent   p rogram a n d  o n  f i s c a l   p o l i c y .  T h e   d l s c u s s i o n s  
a l s o   c o v e r e d  In te res t  r a t e   a n d   i n c o n e s   p o l i c i e s ,   e n e r g y   p o l i c l e s ,   a n d  ex- 
c h a n g e   a L l d   t r a d e   p o h c l e s  . 
1. Development   ObJect ives   and the p u b l l c  i n v e s t m e n t  program 

The   Government ' s   ObJec t ive  1s t o   d i v e r s i f y  t h e  economy a n d   t h e r e b y  
improve the ba lance  of paymen t s ,   pub l i c  finances, and   t he   employmen t   s i t u -  
a t i o n .  The a u t h o r i t i e s  r ecogn ized  t h a t  the p o s s i b l e  role  of impor t   sub -  
s t i t u t i o n  was q u l t e  l l m l t e d ,   e v e n  i n  agr  l c u l t u r e ,   a n d   h e n c e  relatively 
g r e a t e r   a t t e n t i o n   h a d  t o  be paid t o   m a n u f a c t u r i n g  fo r  e x p o r t   a n d   t o u r i s m .  

The  Government a c t i v e l y   e n c o u r a g e s   t h e   d e v e l o p m e n t  of the p r i v a t e  
s e c t o r .   T h e   a u t h o r i t i e s   e x p l a i n e d  t h a t  G o v e r n m e n t ' s   i n l t i a t i v e s   i n   i n -  
d u s t r i a l   v e n t u r e s   d i d   n o t   r e f l e c t   a n y   p r e f e r e n c e   f o r  State p a r t i c i p a t i o n  
i n  c o m m e r c i a l   a c t i v i t i e s   b u t  was o f t e n   n e c e s s a r y  t o  i n d u c e   p r i v a t e   i n v e s t -  
m e n t .   T h e   G o v e r n m e n t ' s   p a r t i c i p a t i o n  i n  t h e   s u g a r   f a c t o r y   a n d   d a i r y  pro-j- 
e c t s ,   f o r   i n s t a n c e ,  were o c c a s i o n e d  by the s i z e  of t h e s e   p r o J e c t s ,   a n d   t h e  
Government i s  p l a n n i n g  t o  s e l l  s h a r e s   i n   t h e s e   v e n t u r e s   t o   t h e   p r i v a t e  
s e c t o r .  A wide   r ange  of i n c e n t i v e s  i s  p rov ided  t o  e n c o u r a g e   i n v e s t m e n t  
i n   i n d l l s t r y   a n d   t o u r i s m ,   a n d   t h e   D e v e l o p m e n t   C o r p o r a t i o n  (DEVCO) i s  d e v e l -  
o p i n g   i n d u s t r i a l  s i t es  a n d   b u i l d i n g s ,   w i t h   f i n a n c i n g   f r o m  CDB. A l l  t h e  
a v a i l a b l e   f a c t o r y   s p a c e  is o c c u p i e d ,  and t h e   f a c t o r y  s h e l l  p r o j e c t  is a 
major p r i o r i t y  i n  t h e   p u b l i c   i n v e s t m e n t   p r o g r a m .  
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Government   pol lcy on t o u r l s m  alms a t  p romot log   S t .   V lncen t  as  a q u a l -  
1 t y  r e s o r t   c a t e r i n g   t o   r e l a t l v e l y   w e a l t h y  tourists. Development of y a c h t  - 
i n g  i s  f a v o r e d ,   a n d   t h e   a u t h o r i t i e s   n o t e d  a need f o r  new docklng  fa.  I -  

t l e s  a n d   m a l l n a s ,   e s p e c l d l l y   I n   t h e   G r e n a d l n e   I s l a n d s  

The   1980/81-1983/84   publ lc   Inves tment   p rogram  incorpora tes   the  dlver- 
s i f i c a t l o n   s t r a t e g y   d e s c r i b e d   a b o v e .  The m s s l o n ,   t o g e t h e r  w l t h  a World 
Bank s t a f f  member on t empora ry   a s s lgnmen t   t o   t he   P l ann lng   Un l t ,  renewed 
the   p rog ram I n  d e t a l l   w l t h   t h e   a u t h o n t i e s .   T 4 e r e  was agreement  on t h e  
danger  of s p r e a d l n g   s c a r c e  technical and   manage r i a l  sk i l l s  t o o   t h l n l y ,  
a n d ,   i n   t h e   c o u r s e   o f   t h l s   r e v i e w ,   t h e   f o c u s  of t he   p rog ram was narrowed 
t o  p u t   g r e a t e r   e m p h a s l s   o n  se lec ted  p r o d u c t l v e  proJects i n   a g r l c u l t u r c ,  
i ndus t ry   and   t ou r i sm,   and  on re la ted i n f r a s t r u c t u r e   s u c h  a s  roads   and  
e l e c t r i c  power. 

T o t a l   p u b l i c   s e c t o r   c a p i t a l   e x p e n d l t u r e  f o r  t h e   p e r l o d  1980/!31- 
1983/84 i s  t a r g e t e d   t o   r e a c h  ECS116 m l l l l o n ,   a n   a v e r a g e  of EC$29  m a l h o n  
o r  13 per c e n t  of GDP per  annum, of whlch t h e  Central   Government  1s e x -  
p e c t e d   t o   I m p l e m e n t   a b o u t  65 per c e n t .  Less than h a l f  of t h e   t o t a l   p r o -  
g r a m   r e p r e s e n t s   o n g o i n g   p r o J e c t s   o r   p r o j e c t s  f n t  which financial commit- 
m e n t s   h d v e   b e e n   r e c e i v e d ,   t h e   r e m a l n d e r   h a v e   n o   i n d e n t l f i e d   f l n a n c l n g .  
T h e   s e c t o r a l   a l l o c a t l o n  of the   p rogram 1s as  f o l l o w s .  a g r l c u l t u r e ,   f o r -  
es t ry ,  and   f l she r i e s "24   pe r   cen t ,  a g o -  a n d   m a n u f a c t u r l n g   i n d u s t r l e s - -  
18 p e r   c e n t ,   e c o n o m i c   I n f r a s t r u c t u r e ,   i n c l u d i n g   t r a n s p o r t ,   p o w e r ,   a n d  
w a t e r - - 2 4   p e r   c e n t ,   o t h e r   s e c t o r s ,   l n c l u d l n g   e d u c a t l o n ,   h e a l t h ,   h o u s l n g ,  
and   publ ic   bu l ld ings"34  per c e n t .  

The   Governmen t ' s   p r io r i ty  llst of new p r o j e c t s   I n c l u d e s  banarta 
deve lopment ,   coconut   deve lopment ,   t ree  c r o p  d l v e r s l f   I c a t l o n ,   v e g e t a b l e  
p r o d u c t i o n ,   a n d   e x p a n s l o n  of a r r o w r o o t  production, p r o v l s l o n  of s t o r a g e  
f a c i l i t i e s  a n d   e x t e n s i o n   s e r v l c e s ;   a n d   t h e   d e v e l o p m e n t  of l i v e s t o c k  and 
f l s h e r l e s .   I n   I n d u s t r y ,   t h e   p r l o r l t y  l l s t  I n c l u d e s  t h e   e s t a b l l s h r n e n t  of 
d f o o d   p r o c e s s l n g   p l a n t   a n d   t h e   p r o v l s l o n  OL f u r t h e r   f a c t o r y   s p a c e  I n  
t o u r l s m ,  t h e  Government 1 s  s e e k i n g  assistance f o r  r e s t o r d t l o n  of h l s t o r l c  
s i t e s ,   c o n s t r u c t l o n  of t o u r l s t  attractions, and a lOO-loom J o i n t   v e n t u r e  
h o t e l   a n d   c o n f e r e n c e   f a c l l r t y ,  As t o   e c o n o m i c   I n f r a s t l u c t u r e ,  t b e  p r i -  
o r i t y  l ist  includes  Improvement  of the  e l e c t r l c l t y  s u p p l y ,  development 
of t h e   K i n g s t o w n   p o r t   a n d   w a t e r f r o n t  area,  and  c o n s t r l t c t l o n  of highways 
a n d   f e e d e r   r o a d s .  

The a u t h o r l t i e s   n o t e d   t h a t   o n e  of t h e   m J o r   c o n s t r a i n t s  on p u b l l c  
i n v e s t m e n t   h a s   b e e n   l a c k  of a b s o r p t i v e   c a p a c l t y ,   d u e   l a r g e l y  t o  d e f l c l e n t  
p repa ra t ion   and   imp le rnen ta t lon  of p r o J e c t s .   R e l a t i v e l y  low and d e c l i n i n g  
r e a l  wages i n   t h e   p u b l i c   s e c t o r  was c o n s l d e r e d   t o  be t he   ma in   f ac to r   ad -  
v e r s e l y   a f f e c t i n g   t h e   q u a l i t y  of c l v i l   s e r v l c e .   T h e   p r l n c l p a l   e x e c u t i n g  
M i n i s t r i e s   ( A g r i c u l t u r e ,   P u b l i c  Works, and   F inance )  are u n d e r s t a f f e d  a t  
s e n i o r  l eve ls ,  The Government i s  s e e k l n g   t o   s t r e n g t h e n   t h e   s t a f f i n g  of 
the P l a n n i n g   U n i t   a n d   t h e   D e v e l o p m e n t   C o r p o r a t i o n ,  a number of whose per- 
s o n n e l  have r e c e n t l y   b e e n  b i d  away  by t h e   p r i v a t e  sector. 
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2.  Fisca l  p o l i c y  

U n d e r l y i n g   t h e   d i s c u s s i o n  of f i s c a l   p r o s p e c t s  were ( 1 )   t h e   n e e d   t o  
generate p u b l i c   s e c t o r   s a v i n g s  over t h e  medium term t o   f i n a n c e   p a r t  of 
t h e   p u b l i c  investment program; ( 2 )  t h e   e l i m i n a t i o n   n e x t   f i s c a l  year of 
U.K.  b u d g e t a r y   g r a n t s ,   w h i c h   c o v e r e d  about 9 p e r   c e n t  of government 
c u r r e n t   e x p e n d i t u r e   i n  recent y e a r s ;   a n d  ( 3 )  art Impending  round of wage 
i n c r e a s e s  f o r  t h e   p u b l i c   s e c t o r .   I n   t h e   t h r e e   y e a r s   s i n c e   t h e  l a s t  wage 
a d J u s t m e n t ,   p r i c e s   h a d   r i s e n  by  o v e r  40 p e r  c e n t ,  a n d   d i s c u s s i o n s  on a 
new c o n t r a c t   h a d   b e e n   i n i t i a t e d ,   a l t h o u g h   t h e y  were s t i l l  a t  a v e r y  
p r e l i m i n ? - y   s t a g e .   T h e   a u t h o r i t i e s  were p l a n n i n g  t o  s e e k   a n   a g r e e m e n t  
involving m o d e s t   a n n u a l   i n c r e m e n t s   o f   p u b l i c   s e c t o r   w a g e s   f n   p l a c e  of 
t h e  l a r g e   b u t   i n f r e q u e n t  p a s t  a d J u s t m e n t s ,   w h i c h   h a d   d i s r u p t i v e   e f f e c t s  
on the budget   and  the  economy.   They were d e t e r m i n e d  t o  keep  t h e  o v e r a l l  
i n c r e a s e  i n  p u b l l c   s e c t o r   w a g e s  t o  a minimum b e c a u s e   t h e y   r e c o g n i z e d  
t h a t  most of  any h i k e  i n  sa lar ies  w o u l d   n e e d   t o  be f i n a n c e d   w i t h  new 
r e v e n u e   m e a s u r e s .   H o w e v e r ,   t h e y   h a d   n o t   t a k e n   a n y   p u b l i c   p o s i t i o n  as 
y e t   o n   t h e s e   i s s u e s .  

A c c o r d i n g   t o   m i s s i o n   e s t i m a t e s ,   t h e   b u d g e t  for 1981/82 would  show a 
s u r p l u s  of a b o u t  EC$L rn l l l i on  on c u r r e n t   o p e r a t i o n s   i n   t h e   a b s e n c e  of any 
wage i n c r e a s e   o r   t a x  measures. C a p i t a l   o u t l a y s   a n d  ne t  l e n d i n g  were pro-  
j e c t e d  somewhat  lower i n   n o m i n a l  terms t h a n  i n  t h e   p r e c e d i n g  two y e a r s ,  
when t h e  two m a j o r   p r o j e c t s   r e f e r r e d   t o   a b o v e  were c a r r i e d   o u t   a n d  when 
n a t u r a l   d i s a s t e r s   h a d   e n t a i l e d   r e l a t i v e l y   l a r g e   r e h a b i l i t a t i o n   o u t l a y s .  
Wi th   t he  smaller e x p e c t e d   i n f l o w  of f o r e i g n   g r a n t s ,  t h e  o v e r a l l   b u d g e t  
d e f i c i t  was p r o J e c t e d   t o   i n c r e a s e   t o   a b o u t  EC$11 m i l l i o n ,   o r  5 pe r  cen t  
of GDP, i n  1981/82, compared   w i th  EC$8 m i l l i o n  (4-1 /2  p e r   c e n t  of GDP) 
i n   1 9 8 0 / 8 1  

W h i l e   c o n s i d e r i n g   t h a t   o v e r   t h e  medium  tz rm  they   should  aLm a t  gen- 
e r a t i n g   s a v i n g s  in order t o   f i n a n c e   p d r t   o f   t h e i r   c a p i t a l   p r o g r a m ,   t h e  
a u t h o r i t i e s   f e l t   t h a t   t o   a c h i e v e   b a l a n c e   o n   c u r r e n t   o p e r a t i o n s  f o r  1981/82 
w o u l d   r e p r e s e n t  a m a l o r   e f f o r t ,   i n  view of t h e   p r o s p e c t i v e   i n c r e a s e   i n  
c i v i l   s e r v i c e  salaries.  S i n c e  a 5 p e r c e n t a g e   p o i n t   i n c r e a s e   i n   t h e   g o v e r n -  
ment s a l a r y   b i l l   w o u l d   h a v e  a n e t   b u d g e t a r y   i m p a c t  of close t o  EC$1 m i l -  
l i o n ,   t h e   t a r g e t   w o u l d  Imply t h a t  o f f s e t t l n g   r e v e n u e   m e a s u r e s   w o u l d  be 
n e e d e d   f o r   a n y   i n c r e a s e   i n   t h e  wage b i l l  b e y o n d   t h a t  5 per  cen t .  

The a u t h o r i t i e s   s t a t e d   t h a t ,   i n   d r a w i n g  up the budget f o r   n e x t   f i s c a l  
y e a r ,   t h e y  were c o n t e m p l a t i n g   t h e   i n t r o d u c t i o n  of r e v e n u e  measures t o t a l -  
ing p e r h a p s  ECS3.6 m i l l i o n   i n   1 9 8 1 / 8 2 ,   w h i c h   w o u l d  be e q u i v a l e n t   t o  8 p e r  
c e n t  of c u r r e n t   r e v e n u e ,   a n d  2 per cent of GDP.  T h e   d i s c u s s i o n s   o n  reve- 
nue   measures   covered  a number of i s s u e s .   P e r s o n a l   I n c o m e   t a x e s  are al- 
r e a d y   h i g h   i n   S t .   V i n c e n t ,   b u t   t h e   a u t h o r i t i e s  were c o n s i d e r i n g   t h e  pos- 
s i b i l i t y  of r a i s i n g   t h e  company t a x   ( w h i c h  i s  p r e s e n t l y  40 p e r   c e n t  of 
b u s i n e s s   i n c o m e ) .   P r o p e r t y   t a x e s   r e p r e s e n t e d  a p o t e n t i a l   s o u r c e  of reve- 
nue, bu t  were d i f f i c u l t   t o   i m p l e m e n t   a n d  a review of p r o p e r t y   v a l u a t i o n  
and tax c o l l e c t i o n   m e t h o d s  was n e e d e d .   T h e   a u t h o r i t i e s   f e l t   t h a t  new  ex- 
cise taxes, i n c r e a s e d   g a s o l i n e  taxes,  h i g h e r   t a x e s   o n   i m p o r t s ,   a n d   h i g h e r  
fees a n d   l i c e n s e s  were t h e   p r i n c i p a l   a l t e r n a t i v e s .  A n  i n c r e a s e   i n   e x p o r t  
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taxes  was n o t   f e l t   t o  be advisable  as i t  might hamper the  expansion  of 
exports:  however, t he   au tho r i t i e s   Jus t i f i ed   t he   ex i s t ing   expor t   t axes  
as a way of taxing  the  agr icul tural   sector   and  providing  revenue  for  
maintenance of agr icu l tura l   feeder   roads .  The au tho r i t i e s   a l so   i nd ica t ed  
tha t   they  were consider ing  an  increase of t he  1 per  cent  tax on sales of 
foreign exchange (see  below,  page 11). 

In   the  past  two years, the   f inances  of the rest  of the  publ ic  sec- 
to r   de t e r io ra t ed   s ign i f i can t ly ,  p a r t l y  as a r e s u l t  of the   na tura l   d l sas -  
t e r s  which  put p a r t i c u l a r   s t r a i n  on the   f inances  of the commodlty boards 
(Banana  Growers' Associatlon,  Arrowroot  Association). The Central Water 
Authority  has  been i n   c h r o n i c   f i u a n c i a l   d i f f i c u l t i e s ,  and the  S t .  Vincent 
Electricity Company (malority owned  by the Commonwealth Development 
Corporation)  for a number  of years   has   fa i led   to   genera te  a s u f f i c i e n t  
r e tu rn  on c a p l t a l   f o r  I t  t o  be credi tworthy  for   external   lenders .  The 
a u t h o r l t i e s   n o t e d   t h a t   t h e   t a r i f f s   f o r   w a t e r ,   e l e c t r i c i t y ,  and o ther  
u t i l i t i e s  had been r a i s e d   i n   t h e  pasr: year and  emphasized t h a t  I t  was 
c ruc ia l   a l so   to   increase   the   opera t iona l   e f f ic iency  of the  publ ic   enter-  
prises. Subsequent to   the   mlss ion ' s   depar ture ,  a fu r the r  1 5  per  cent 
ta r l f f   adJus tment   for  e lectr ic i ty ,  pending  since  February 1981, has  been 
approved. 

3 .  Monetary Dolicv 

S t .  Vlncent 1s a cember of the  East  Caribbean  Currency  Authority 
(ECCA) and the re fo re   t ends   t o   a l i gn  monetary  and i r t e r e s t  ra te  po l i c l e s  
with  those  followed by o the r  ECCA count r lps . l /  S t .  Vlncent  holds  only 
neg l ig ib l e   i n t e rna t iona l   r e se rves .  The i n t e r e s t   r a t e   s t r u c t u r e ,   w h i l e  
similar t o   t h a t   i n   o t h e r  ECCA count r ies ,  i s  low r e l a t i v e   t o   t h e   o u t s i d e  
world  and to  the  domestic ra te  of i n f l a t i o n .  S t .  Vlncent ~ r n ~  ses a s t a -  
t u to ry   ce i l i ng  of 12-112 per cent on most l ending   ra tes  and 14-112 per 
cent on c e r t a i n  consumer loans,   and  recent ly  market r a t e s  have begun t o  
be constrained by the   ce i l ings .   There  i s  no minimum d e p o s i t   r a t e ,  and 
deposi t  rates general ly   range from 2-1/2 t o  5 per cent ,   wi th  up t o  7 per 
cent on la rge  term depos i t s .  The foreign commercial  banks o p e r a t i n g   i n  
S t .  Vincent   are   subJect   to  a 1 per c e n t   t a x  on savings  and tlme deposi ts  
and a 2-1/2 per   cent   ( interest-free)   reserve  requirement  on t o t a l  depos- 
i ts .  I n t e r e s t  payments a re   t ax   deduc t ib l e  8 s  a business  expense and  up 
to EC$6,000 i n t e r e s t  per year i s  deduct ib le  on mortgages. 

The au thor i t ies   agreed   tha t   the  low s t r u c t u r e  of i n t e r e s t   r a t e s   i n  
the  region  not  only  puts  pressure on the  balance of payments,  but a l so  re- 
duces  the  incent ive  to   save,  and mlsal locatea scarce resourccs .  However, 
they were wary of promoting  an in t e re s t   r a t e   s t ruc tu re   t ha t   d ive rged   s ig -  
n i f l c a n t l y  from tha t   p reva i l i ng   i n   o the r  ECCA count r ies .   In   d i scuss ing  
possible  measures  to  narrow  the  spread  between  the  deposit and lending 
r a t e s  of the  pr ivate   banks,   they were r e luc t an t   t o   r educe   t he   depos i t   t ax  
because i t  was a malor  source of revenue. They f e l t   t h a t   t h e  government- 
owned National Commercial Bank (NCB) could  perhaps compete more s t rongly 

1/ ECCA i t s e l f ,  as present ly   cons t i tu ted ,  does not  have the power to  
p re sc r ibe   i n t e re s t  rates o r  reserve requirements   to  i t s  members. 
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f o r   p r i v a t e   s e c t o r   d e p o s i t s ,   u p  t o  now i t  h a s   p r e f e r r e d  t o  keep  i t s  lend-  
i n g  rates a s   l o w  a s  p o s s i b l e   ( l o a n s   t o   p u b l i c   e n t i t i e s   u s u a l l y   b e i n g  made 
a t  b-1/2 p e r   c e n t ) .   T h e  l a t t e r  p o l i c y  has b e e n   f a c i l i t a t e d  by c e r t a i n  
i n s t i t u t i o n a l   a d v a n t a g e s   ( t h e  NCB i s  n o t   s u b j e c t   t o   t h e   d e p o s i t  t a x  o r  
reserve requ i r emen t )   and   by   l ow ra tes  on long- t e rm  depos i t s - - fo r   example ,  
t h e   d e p o s i t s   o f   t h e  National P r o v i d e n t  Fund r e c e i v e   o n l y  5-1/2 p e r   c e n t  
in terest .  

4 .  P r i c e s   a n d  waees 

The p r i c e   c o n t r o l   s y s t e m   m a i n l y   c o n s i s t s   o f   w h o l e s a l e   a n d  r e t a i l  
marg ins   on   impor t s  of e s s e n t i a l   f o o d   a n d   d r u g s ,   a d m i n l s t e r e d   p r i c e s  of 
p e t r o l e u m   p r o d u c t s   a n d   u t i l i t i e s ,   a n d   d i r e c t   c o n t r o l s  on p r i c e s  of l o c a l l y  
produced meat a n d   f r e s h  f i s h .  The  margins  are g e n e r z l l y  5 t o  1 7  p e r   c e n t  
of t h e   l a n d e d   c o s t  of i m p o r t s  a t  t h e   w h o l e s a l e   l e v e l   a n d  a f u r t h e r  12 t o  
40 p e r   c e n t  a t  t h e  r e t a l l  l e v e l ,   t h e   m a r g i n s  are r e v i e w e d   p e r i o d i c a l l y .  
I n   g c n e r a l ,   t h e   a d m i n i s t r a t i o n  of t h e  system d o e s   n o t   a p p e a r  t o  be a s i g -  
n i f i c a n t   i m p e d i m e n t   t o   t h e   e x p a n s l o 1 1  of p r l v a t e   b u s l n e s s .   I n   t h e  l as t  
three years t h e  llst of items u n d e r   p r i c e   c o n t r o l  was e x p a n d e d   t o   I n c l u d e  
d r u g s   a n d   m e d l c l n e s ,   a n d   t h e   a u t h o r l t i e s   i n d l c a t e d   t h a t   i n c l u s i o n  of some 
manufac tured  goods was under c o n s l d e r a t i o n .   T h e r e   h a v e   b e e n   s u g g e s t i o n s  
f o r   p u t t i n g  p r i ce  c e l l l n g s  on local a g r i c u l t u r a l   p r o d u c e ,   b u t  t h e  a u t h o r l -  
t i e s  v i e w e d   t h i s  a s  ad rn ln l s t r a t lve ly   unmanageab le   and   ha rmfu l  for t h e  
growth of l o c a l   p r o d u c t i o n .   R a t h e r ,   t h e y   w o u l d   u s e  t h e  St. V i n c e n t  Mar- 
keting C o r p o r a t i o n  t o  p r o v l d e   e f f e c t i v e   c o m p e t i t i o n   i n   t h e   m a r k e t i n g  of 
l o c a l  produce  and impor t ed   supe rmarke t  items. 

Wage ra tes ,  a n d   ( p r e s u m a b l y )   u n l t   l a b o r   c o s t s ,   i n  St. Vincen t  are 
l o w   r e i a t i v e   t o   o t h e r   c o u n t r i e s   i n   t h e   e a s t e r n   C a r i b b e a n .   E x c e p t  i n  t h e  
p u b l i c  sector ,  wage ra tes  a p p e a r   t o   h a v e  increased b r o a d l y   i n   l i n e   w l t h  
i n f l a t i o n   i n   r e c e n t   y e a r s .   I n d u s t r i a l   r e l a t i o n s   h a v e   b e e n   r e a s o n a b l y  
s t a b l e ,   b u t  In t h e  l a s t  months of 1980 a n d   I n  ear ly  1981 t h e r e   h a v e   b e e n  
s e v e r a l   d i s p u t e s  f o r  r e c o g n i t l o n   b e t w e e n   r i v a l   u n i o n s .   T h e r e   h a v e  also 
b e e n   s t r l k e s  for h l g h e r   w a g e s   a t   t h e  Central Water A u t h o r l t y   a n d  the b o t -  
t l i n g   p l a n t .   I n   t h e  case o f   t h e   C e n t r a l  Water A u t h o r i t y ,   t h e   a u t h o r i t i e s  
were s t r o n g l y   r e s i s t i n g   t h e  7 0  p e r   c e n t  wage clalm p u t   f o r w a r d  by t h e  
u n i o n ,   n o t   o n l y   b e c a u s e  of t h e  weak f i n a n c l d l   s l t u a t i o n  of t h e   C e n t r a l  
Water A u t h o r i t y   b u t   a l s o   b e c a u s e   t h e y  f e l t  t h a t   t h l s   s e t t l e m e n t   m i g h t   b e  
c o n s i d e r e d  as a p r e c e d e n t   f o r  the  p u b l i c   s e c t o r  as  a who le .   Subsequen t  
to t h e  m l s s 1 o n ' s  d e p a r t u r e ,   a n d  a f t e r  a f u r t h e r   t h r e e - w e e k   s t r i k e ,  a 
s e t t l e m e n t  has been   r eached   wh ich   p rov ides   fo r  a 2 5   p e r   c e n t   w a g e   i n c r e a s e  
r e t r o a c t i v e   t o   J a n u a r y   1 9 8 1 ,   w i t h  a f u r t h e r  5 p e r  c e n t  as of May 1 9 8 1 ,  
f o l l o w e d  by increases of 10 p e r   c e n t   a n d  8 per c e n t   r e s p e c t i v e l y   i n  1982 
and 1983. 

5 .  E n e r g y   p o l l c y  

The re  are n o   s p e c i f i c   c o n s e r v a t i o n  measures i n   f o r c e .   E v e n   t h o u g h  
i n c r e a s e s   i n  the l a n d e d   c o s t  of p e t r o l e u m   p r o d u c t s  are  p a s s e d   o n   t o   c o n -  
sumers, i n   r e c e n t   y e a r s   t h e   p e r c e n t a g e   t a x - t a k e  on p e t r o l e u m   p r o d u c t s  
has d e c l i n e d ,   a n d  as a consequence ,  r e t a i l  p r i c e s  of p e t r o l e u m   p r o d u c t s  
( c u r r e n t l y  ECS4.84 p e r   i m p e r i a l   g a l l o n  for gasoline,  which is e q u i v a l e n t  
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t o  USS1.49 per U . S .  ga l lon )   a r e  now somewhat below the   l eve l s   p reva i l i ng  
i n  many o ther   o i l   impor t ing   deve loping   count r ies ,   inc luding   o ther  coun- 
t r i e s  i n   t h e  ECCA a rea .  

Hydroe lec t r ic   ins ta l la t ions   cur ren t ly   p roduce   about  one t h i r d  of the 
e l ec t r i c  power i n   t h e   i s l a n d ,  and the  Government 1s p lanning   to  expand 
hydroe lec t r ic  capacity. The investment  program  includes a small  hydro- 
e lec t r ic  p lan t   to  be f inanced   wi th   ass i s tance  from the  United Kingdom, dS 

wel l  as f e a s i b i l i t y   s t u d i e s   f o r   o t h e r   h y d r o e l e c t r l c  s i tes .  Since 1 9 i 9  
when one of t h e   d i e s e l   p l a n t s  was damaged through  faulty  maintenance, the 
St .   Vincent   Electr ic  Company has  been  systematically  load  shedding. The 
a u t h o r i t l e s   s a l d   t h a t   t h e   c r l t l c a l   s h o r t a g e  of e l e c t r i c  power was hamper- 
i n g   t h e   e f f o r t s   t o   a t t r d c t   e n c l a v e   I n d u s t r i e s ,  and t h a t   a c t i o n  was ur- 
gent ly   requlred  to   resolve  the  outs tandlng  problems of t he  company. 

6.  Exchange  and trade pol lcy 

The exchange r a t e  of St .   Vincent ' s   currency,   the   East   Caribbean 
dol la r ,   can   on ly  be changed by agreement of a l l  ECCA members. The East 
Carlbbean  dollar was  pegged to   t he  pound s t e r l i n g   a t  ECS4.80 per pound 
s t e r l i n g   u n t i l  J u l y  1976, when lt: was pegged t o   t h e  U . S .  d o l l a r  a t  ECS2.7 
per U.S. d o l l a r .  

Payments and t r a n s f e r s   f o r   c u r r e n t   I n t e r n a t i o n a l   t r a n s a c t i o n s   a r e  
control led  but   not   res t r ic ted.   There is a 1 per cent   t ax  on purchases of 
foreign exchange by t h e  p r iva t e   s ec to r ,   bu t   t h l s   does   no t   g ive  r lse t o  a 
mult iple   currency  pract ice  as the  cumulative  spread i s  less than 2 per 
c e n t . l /  The surrender of exchange  proceeds  from expor t s  and l n v i s i b l e s  
i s  maFdatory  but  not  enforced.  Capital  transfers  outslde of the  ECCA 
area a r e   r e s t r l c t e d .  However, overseas inves tors  who no t l fy  the Ministry 
of Flnance of c a p i t a l  Inflows a r e  e n t l t l e d  t o  r e p a t r l a t e   a l l   l n v e s t e d  
cap i t a l  inc luding   undis t r ibu ted   d lv ldends ,   accrued   in te res t  and a n y  capi-  
t a l  gains .  Capital r e s t r i c t i o n s  are  not  f u l l y  e f f e c t i v e  as the re  i s  con- 
s lderable  freedom of movement of c a p i t a l   w i t h l n   t h e  ECCA a r e a ,  and the 
scope  and  enforcement of r e s t r i c t i o n s  on t ransac t ions   wi th  non-ECCA coun- 
t r ies  d i f f e r  among t h e  member countries. In   o rder   to   c lose   th i s   loophole ,  
cap i t a l  t r a n s f e r s  by lnd lv idua l s   o r  companles i n  amounts grea te r   than  
EC$2,000 within  the  the ECCA area r equ l r e   au tho r i za t ion  by the   Minis t ry  
of Finance. Commercial  banks can  t ransfer   funds  f reely  to  ECCA, and the  
l a t t e r  does  not  prevent them from moving these  funds  outs ide  the ECCA 
region. 

With  minor except ions,   the   t rade system of S t .  Vincent 1 s  f r e e  of 
r e s t r i c t i o n s .  Trade with  South  Africa 1 s  prohib i ted .  A wide range of 
expor t s  of a g r i c u l t u r a l  commodities 1s subJec t   to   l i cens ing   under   the  
CARICOM market ing  protocol ,   the  CARICOM Oils and F a t s  Agreement,  and 

1/ Other ECCA count r ies   wi th  taxes on foreign  exchange  transactions 
are: Antigua and Montserrat  (1 pe r   cen t  on purchases and s a l e s ) ,  
St .   Ki t ts-Nevis  (2  per   cent  on purchases),  and  Grenada ( 5  per  cent on 
purchases) 

- 
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, 
b i l a t e r a l   s u p p l y   a r r a n g e m e n t s   w i t h   T r i n i d a d   a n d   T o b a g o  and Guyana. For 
some p r o d u c t s   t h e  issue of e x p o r t   l i c e n s e s   h a s   b e e n   d e l e g a t e d   t o   t h e  
S t .   V i n c e n t   M a r k e t i n g   C o r p o r a t i o n   w h i c h   a l s o   h a s  a monopoly on e x p o r t s  of 
t h e   p r o d u c t s  covered by b i l a t e r a l   t r a d e   a r r a n g e m e n t s .  The C o r p o r a t i o n  
i s s u e s   l i c e n s e s  t o  e x p o r t e r s  of t h e  items c o v e r e d  by t h o s e   a g r e e m e n t s  if 
d o m e s t i c   p r o d u c t i o n  i s  more than s u f f i c i e n t   t o  meet l o c a l  and c o n t r a c t u a l  
external demand 

\ 

The s t a f f   d i s c u s s e d   w i t h   t h e   a u t h o r i t i e s   t h e   i m p l i c a t i o n s  of t h e  
choice   be tween Article VI11 and Ar t ic l s  X I V  s t a t u s ,   a n d   t h e   a u t h o r i t i e s  
i n d i c a t e d   t h a t   t h e y   w o u l d  communicate t h e i r   d e c i s i o n  on t h i s  matter t o  
the   Fund shortly.  

IV . S t a f f  Appraisal 

The r e c e n t   p e r f o r m a n c e  of S t .   V i n c e n t   a n d   t h e   G r e n a d i n e s  h a s  demon- 
s t r a t e d  t h e  u n d e r l y i n g   r e s i l i e n c e  of t h e  economy,  From 1975 t o  1978 rea l  
GDP i n c r e a s e d  a t  a n   a v e r a g e   a n n u a l  rate of 8 p e r   c e n t ,  led by a g r i c u l t u r a l  
e x p o r t s  and   tour i sm.  Natural d i s a s t e r s - - a   v o l c a n i c   e r u p t i o n   i n  1979 and a 
h u r r i c a n e   i n   1 9 8 0 - - r e s u l t e d   i n  a s t e e p   d e c l i n e   i n   a g r i c u l t u r a l   p r o d u c t i o n  
i n  t h e  l a s t  two y e a r s ;   b u t   t h e s e   e f f e c t s  were o f f s e t   b y   c o n t i n u e d   r a p i d  
g a i n s   i n   t o u r i s m   a n d   l i g h t   m a n u f a c t u r i n g .  The ecoaomy i s  expectc!d to ex- 
pand by abouL 8 per c e n t  i n  1981 a s  a g r i c u l t u r e  recovers and new manufac- 
t u r i n g   f a c i l i t i e s   e n t e r   i n t o   p r o d u c t i o n .   N e v e r t h e l e s s ,  t h e  Dalance of 
payments i s  l i k e l y  t o  r e m a i n   u n d e r   p r e s s u r e   d u e   i n  part LO a n   e x p e c t e d  
d r o p  i n  f o r e i g n   a s s i s t a n c e .  

Wi th  poli t ical  s t a b i l i t y ,   g o v e r n m e n t   p o l i c i e s   t h a t   e n c o u r a g e  t h e  
private s e c t o r ,  a h i g h  l i t e r acy  rate ,  a n d   t h e   a v a i l a b i l i t y  of l a b o r  at 
compe t i t i ve   wage  ra tes ,  S t .   V i n c e n t   o f f e r s  good p r o s p e c t s   f o r   e c o n o m i c  
g r o w t h   o v e r   t h e  medium term, b a s e d   e s p e c i a l l y   o n   e x p a n s i o n  of t o u r i s m  
and l i g h t   m a n u f a c t u r i n g .   H o w e v e r ,   t h e   o u t c o m e  w i l l  d e p e n d   h e a v i l y   o n  
w h e t h e r   d o m e s t i c   s a v i n g s  are g e n e r a t e d   a n d   a d e q u a t e   e x t e r n a l   f i n a n c i n g  
found TO s u p p o r t   i m p l e m e n t a t i o n  of t h e   p u b l i c   i n v e s t m e n t   p r o g r a m   f o r  
1980/81-1983/84, which is t a r g e t e d  to  a v e r a g e  E C $ 2 9  m i l l i o n   o r  13 per  
c e n t  of GDP a y e a r .  A r e l a t i v e l y   l a r g e   p a r t  of t h i s   i n v e s t m e n t  i s  a l l o -  
c a t e d  t o  d e v e l o p i n g   t h e   e x p o r t   p o t e n t i a l  of the   economy,   i nc lud ing  re- 
l a t e d   i n f r a s t r u c t u r e .   T h e  s t a f f  w e l c o m e s   t h i s   e m p h a s i s  on d i v e r s i f y i n g  
t h e  economy so as t o   s t r e n g t h e n   t h e   b a l a n c e   o f   p a y m e n t s .  

T h e   p u b l i c   f i n a n c e s   h a v e   b e e n   m a n a g e d   c a u t i o u s l y   i n   r e c e n t  years, 
w i t h   t i g h t   c o n t r o l   b e i n g   e x e r c i s e d  over e x p e n d i t u r e .   E v e n  so, g i v e n   t h e  
almost t o t a l   d e p e n d e n c e  on f o r e i g n   a i d   a n d   c o n c e s s i o n a l   l o a n s   t o   f i n a n c e  
t h e   p u b l i c   i n v e s t m e n t   p r o g r a m ,  the p u b l i c   f i n a n c e s  w i l l  need  t o  be 
s t r e n g t h e n e d   c o n s i d e r a b l y .   F u r t h e r m o r e ,   t h e   e l i m i n a t i o n  of U . K .  budget-  
a r y   s u p p o r t   g r a n t s - - w h i c h  ir t h e  last t h r e e   f i s c a l   y e a r s   a v e r a g e d  9 p e r  
c e n t  of c u r r e n t   o u t l a y s - - p l a c e s  a severe c o n s t r a i n t  on t h e   b u d g e t  a t  a 
time when a new  round   o f   wage   nego t i a t ions  i s  u n d e r w a y .   T h e   s t a f f   t h e r e -  
f o r e  agrees w i t h   t h e   a u t h o r i t i e s   t h a t  i t  is of c r u c i a l   i m p o r t a n c e   ( i )  t o  
e n s u r e   t h a t   t h e   o v e r a l l  wage s e t t l e m e n t  be m o d e r a t e  i n  s i ze ;  (ii) t o  
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s p r e a d  i t s  impac t  o v e r   s e v e r a l   y e a r s   t h r o u g h   m o d e s t   a n n u a l   i n c r e m e n t s ;  
and ( i i i )  to t a k e   a d e q u a t e   o f f s e t t i n g   r e v e n u e   m e a s u r e s  so as t o   e n s u r e  a t  
least e q u i l i b r i u m   i n   t h e   C e n t r a l   G o v e r n m e n t ' s   c u r r e n t   b u d g e t a r y   o p e r a t i o n s  
n e x t  year. A t  t h e  same time, i t  is  a matter of urgency  t o  e f f e c t   f u r t h e r  
i m p r o v e m e n t s   I n   t h e   o p e r a t i o n s   a n d   f i n a n c e s   o f   t h e   p u b l i c   u t i l i t i e s   t o  
enable   them t o  c a r r y   o u t   n e e d e d   e x p a n s i o n   p r o g r a m s .  

The l e v e l  of i n t e r e s t  rates in St. V i n c e n t   ( a n d   i n   t h e  ECCA area as 
a whole)  is  low r e l a t i v e   t o   o t h e r   c o u n t r i e s  as w e l l  as to d o m e s t i c   i n f l a -  
t i o n .  The s t a f f  would encourage t h e   a u t h o r i t i e s   t o   t a k e   t h e   l e a d   i n   s e e k -  
i n g  a n  upward   ad jus tment  i n  i n t e r e s t  rates i n   t h e  ECCA r e g i o n  i n  o r d e r  t o  
s t r e n g t h e n   t h e   b a l a n c e  of payments of t h e  area, as well as t o   e n c o u r a g e  
s a v i n g s  and i m p r o v e   t h e   a l l o c a t i o n  of scarce f i n a n c i a l   r e s o u r c e s .  I n  
f u r t h e r a n c e  of t h i s   p o l i c y ,   t h e   s t a f f   w o u l d   s u g g e s t   t h a t  the c e i l i n g s  on 
l e n d i n g  rates i n   S t .   V i n c e n t   b e   r a i s e d   s h a r p l y  or e l i m i n a t e d   e n t i r e l y ,  
a n d   t h a t   t h e   g o v e r l a e n t - o w n e d   N a t i o n a l   C o m m e r c i a l   B a n k   l i f t  i t s  own rate 
s t r u c t u r e ,   p a r t i c u l a r l y   o n   t h e   d e p o s i t   s i d e .  
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Statue : 

Fund Relatione with S t .  Vincent and the Grcnadines 
(As of A p r i l  30, 1981) 

Decision with respect t o  Article VITI or Article XIV 
status not y e t  communicated t o  Fund. 

Dare of membership: December 28, 1979. 

Quota: SDR 2 . 6  mi l l i on .  

Fund holdings of 
S t .  Vincent 
cur 1: ency : 

Total 

Currency holdings 
include  purchases 
outstanding under 
the following: Compensatory financing 

Regular facilities 

SDR Department. 

Mil l ions Per Cent 
of SDRs of Quota 

4.10 157.7 

1.30 1/ 
0.20 

- 50.0 
7.7 

Per Cent of 
Mil l ions Cumulative 

of SDRs Allocation 

Net cumulative allocation 0 . 3 5  100.0 
Ho 1 dings 0 .21  59 .7  

- 1/ Purchase made i n  March 1981. 
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St .   Vincent  - B a s i c  Data 

Area and   popula t ion  
Area 150 sq. miles (388 sq. k i l o m e t e r s )  
Populat ion  (end-1980)  122 thousand 
Annual ra te  of popula t ion   increase   (1975-80)  2.0 p e r   c e n t  

GNP per c a p i t a   ( 1 9 8 0 )  SDR 384 

O r i g i n  of GDP a t   f a c t o r   c o s t   ( 1 9 8 0 )  
A g r i c u l t u r e   a n d   f i s h i n g  
Manufactur ing 
C o n s t r u c t   i o n  
Government 
0 t h e r  

( p e r   c e n t )  
1 4  
1 4  
1 2  
17 
43 

R a t i o s   t o  GDP (1980) 
Expor ts  of goods   and   se rv ices  71.6 
Imports  of goods  and  services  104.4 
Central   government   revenue 11 34.9 
Central   government   expendi  tzre 11 41.5 
External   publ ic   and  government-guaranteed  debt  (June  1980)1/  20.2 

I 

- 
-7.8 
25 .4  
48 .O 

Gross   domest ic   sav ings  
Investment  
Money and  quasi-money  (end of y e a r )  

B Annual  changes i n  se lec ted   economic  
i n d l c a t o r s   1 9 7 7  

Real GDP p e r   c a p i t a   ( a t   f a c t o r   c o s t )  0.3 
Real  GDP ( , A t  f a c t o r  c o s t )  3.5 
GDP a t   c u r r e n t  prices 14.8 
D o m e s t l c   e x p e n d l t u r e   ( a t   c u r r e n t   p t l c e s )   2 7 . 1  

Inves tment   (55 .0)  
Consumption  (21.8) 

G 3P d e f l a t o r  
In>r umer prlces (end of p e r i o d )  

9 .1  
7.4 

Central   government   revenue 21 22.7 
Cen t ra l   gove rnmen t   expend l t i r e  21 6.9 - 

Money and  quasi-money  13.8 
Money ( 1 8 . 4 )  
Quasi-money (11 .7)  

C r e d i t   t o   p u b l i c   s e c t o r   ( n e t )   ( 4 . 8 )  
C r e d i t   t o   p r i v a t e   s e c t o r   ( 2 2 . 8 )  

Net comrnerclal bank a s s e t s  31 28.2 

Merchandise   exports  ( f  . o . b . ,  
i n  U . S .  d o l l a r s )   2 . 9  

Merchand i se   impor t s   ( c . i . f . ,  
i n  U .S. d o l l a r s )   2 7 . 9  

T r a v e l   r e c e i p t s   ( g r o s s ,  in U.S. d o l l a r s )   7 . 3  

Est. 
1979  1980 

-2.5 -0.9 
-0.6 1.1 

9.2  20.4 

c e n t )  
- 

2 4 . 1  18.3  
( 2 2 . 7 )  ( 2 1 . 4 )  
(24 .4)  (17.6) 

15.6 1 4 20.8 
11.1 17.5 18.9 

22.7 25.2 9 . 6  
37.1 2 7 . 1  5.0 

22.9 1 3  .:! 6 . 4  
(28.7) (15 .4 )  (-0.8) 

25.1 3 . 5  14.6 
(-6.0) (") (-0.7) 
(29.7) (9.15) (22.6) 

(20.2) (12.2)  (10.0) 

66.4  -12.4 7 . 1  

19.5 28.2 23.3 
88.1 64.0  34.6 
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4 .  

APPENDIX II . W 

Central government finances - 2 /  

Revenue 
Expendi t u r  e 
Cur ren t   accoun t  surplus o r   d e f i c i t  (-) 

Overall surpluc, or d e f i c i t  (-) 
E x t e r n a l   f i n a n c i n g   ( n e t )  
I n t e r n a l   f i n a n c i n g  ( n e t )  a n d   r e s i d u a l  

(excluding g r a n t s )  

Balance of payments 
Merchandise   expor t s  ( f . 0 . b . )  
Merchandise   imports  (c . i. f .  ) 
T r a v e l   ( n e t )  

1977  1978 1979 1980 
(millions of East C a r i b b e a n   d o l l a r s )  

-35.6 -48 -8 -62.0  -65.1 

- - - 
34 .O 4 1  * 7  52  e2 57.2 

0.2 -5.4 -0.1 2.4 
-1 - 6  - 7 . 1  -9 - 8  -7 .9  
-2 .o 6.0 10.2 6.7 

3 -6 1.1 -0.4 1.2 

(millions of U.S .  d o l l a r s )  
10.7 17 e 8  15 -6 16.7 

- 3 0 . 3  -36 62 -46 4 -57.2 
4 . 4  8 e 9  1 4  .O 21.2 

O t h e r   s e r v i c e s  rind p r i v a t e   t r a n s f e r s   ( n e t )  8.8 9.2 6 . 2  7.4 
Balance on current and private 

t r a n s f e r  accounts - 6 . 4  -0 e 3  -10.6 -11.9 
O f f i c i a l   t r a n s f e r s  and c a p i t a l   ( n e t )  3 .2  3 .a 6.7 7.7 
P r i v a t e   c a p i t a l   ( n e t )   a n d   e r r o r s  

and omi s s i o n s  3.7  -3  -8 3 . 8  3 . 8  
SDR a1 loca t i o n  " " " 0 . 2  
Change i n  o f f i c i a l  net r e s e r v e s  

( i n c r e a s e  -) -0.5 0.3 0.1 0.2 

- 1/ FY 1979/80. 
- 2/ F i s c a l  year beg inn ing  July of t h e  year mentioned. 
3/ I n  r e l a t i o n  to l i a b i l i t i e s  to t h e   p r i v a t e   s e c t o r  at t h e   b e g i n n i n g  of 

t h z  period. 


