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ABSTRACT 

The Caribbean Mineral Economy 1 
The Case of Trin1dad and Tobaso 1951-65 

The development of the economy of Trin1dad and Tobago 

between 1951 and 1965 can be divided into two perioda. During 

the first period 1951-59 the economy grew at an exceedingly 

fast rate generated almost totally by expansions in the petroleum 

industry. Whereas the rate of labour unemp10yment increased 

during the second half of the decade it did not develop into a 

critical social problem. 

During the second period 1959-65 the petroleum industry 
-

stagnated and the economy grew at a much slower rate. The prob-

lem of unemployment was now assuming major proportions. Th& 

economy was therefore forced to transform with the domestic sec

tors (the public sectors in particular) becoming more propulsive. 

While it is evident that some initial progress has been 

made in tbis direction during the 1960's we have found that some 

of the basic features o'f plantation economy still remain. 

l 
T.A .. Harewood, me,ster' s thesis presented to the 

Faculty of Graduate Studies and Research of McGill University, 
Montreal, Quebec, July 1969. 
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INTRODUCTION 

In this study we examine the pattern of development in the 

economy of Tr1n1dad and Tobago in the per10d 1951-1965 and the 

1nfluence of the petro1eum 1ndustry on th1s deve1opment. While 

the economy has been dom1nated by the petroleum industry dur1ng 

the last two to three decades, Many of the character1st1cs of 

the typ1cal plantation economy still remain. In th1s connect1on 

Tr1nidad and Tobago 1s sim11ar to the major1ty of Car1bbean 

terr1tor1es which have had a history of econom1c exploitation 

by the êolonial powers of the North Atlantic. For this reason 

in Chapter 1 ve undertake a relat1vely comprehensive rev1ew of 

econom1c thought in the Car1bbean reg10n s1nce World War 11. 

In Chapter 11 we examine in detai1 the performance of the 

petroleum 1ndustry dur1ng the per10d 1951-65. This 1s essentlal 

to the understanding of developments in the economy at large. 

F1nally in Chapter 111 a macro-study of the economy 1s presented. 

In this section we assess the relevance of the theor1es outl1ned 

in Chapter 1 to the economy of Tr1n1dad and Tobago. 

l am 1ndebted to a number of persons who by the1r encour2ge

ment and assistance have made this study possible. l have benef1tted 

cons1derably from the numerous discussions w1th Mr. Edwin 

Carr1ngton and the var10us other forms of assistance free1y g1ven 

by him. Mr. Aldwyn Jordan has been yery helpful w1th the comput

ation of stat1st1cal data. My greatest debt however, 1s to 
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Professor Kari Levltt whose asslstance bas beeh beyond the 

normal requlrements of supervislon. Her contribution has 

been all the more valuable because of her keen insight into 

the problems of the Caribbean B.nd her active participation 

in the search for solutions. 

My thankS~ to the Government of Trinidad and Tobago 

for alloi'Ting me the leave· of absence to undertake this 

programme of study. l am specia1ly indebted to Mr. filliam 

Demas for his encouragement amd advice wb1le at the Economie 

Planning Division and subsequently during his term as Visiting 

Professor of Economies at Mc Gill University in 1966-67. 

l must also express my appreciation to the staff of the 

Canadian International Development Agency in Ottawa, particularly 

Mrs. M. Mersey and Mrs. N.Yates, for their important contribution 

to the completion o.f this programme of study. 

Finally, l express my gratitude and appreciation to 

my wlfe Joycelin who has been of considerable assistance in the 

typing of drafts , as well as by providing encouragement in times 

of need • 



• 

• 

TABLE OF CONTENTS 

Chapter page 

INTRODUCTION ................................. i 

l POST-WAR APP.ROACHES TC ECONOMIC 
DEVELOPMENT IN THE CARIBBEAN ••..........••..• i 

The Moyne Commission 4 
The Lewis Strategy 7 
A Model of an Open Petroleum Economy 14 
Size, Structural Transformation and 
Regional Integration 26 
A Structural and Institutional Approach 41 
Summa.ry 52 

II THE OIL INDUSTRY OF TRINIDAD AND TOBAGO.... 58 

Gross Output 
Local and Foreign Content 
Value Added 
Pqments to Labour 
Depreciation 
Distribution of Taxes and Profits 
Capital Formation 
Receipts 
National Capacity to Import 
Summary 

59 
60 
62 
64 
68 
71 
75 
78 
82 
84 

III THE ECONOMY OF TRINIDAD AND TOBAGO:195l-65 •• 86 

Petroleum-Based Growth 1951-$959 94 
Petroleum and the Public Sectors 95 
Petroleum and the Private Domestic Sectors 97 
Composition of Gross Domestic Expenditures 99 
Private Consumption Expenditures 100 
Fixed Capital Formation 101 
Sources of Funds for Investment 103 
Balance of P~ents 105 
Sources of Foreign Exchange for Imports 108 
Summary of the Period 1959-65 109 



Chapter 

III 

• 

- v -

TABLE OF CONTENTS 

page 

THE SECOND PERIOD 1959-65 •••••••.•••••.•••...• 111 

Petro1eum and the Private Domestic 
Sectors 114 
Composit1on of Gross Domestic ExpeDditures 117 
Private Consumption Expenditures 118 
F1x.ed Capital Formation 120 
Sources of Funds for Investment 123 
Balance of P~ents , 126 
Sources of Foreign Exchange for Importa 130 
Summary of the Per10d 1959-65 133 

EMPLOYMENT, WAGE· RATES AND PRODUCTIVITY. 
1955-1965 ................................. 136 

Populat1on and Labour Force Growth 136 
The Per1od: 1955-60 139 
!he Per1od: 1960-65 141 
Labour Productivity 1955-57 and 1963-65 144 
Wage Rates and Labour Product1v1ty 146 

CONCLUSION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151 

APPENDICES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
l H1story and Structure of Wor1d 

Petro1eum Industry 162 
II The Petroleum Industry of 

Trin1dad and Tobago Growth of 
Pr9düct1on 168 

III Tables 169 

BIBLIO<lItAPm- •••••••••••••••••••••••• 241 



• 

• 

LIST OF TABLES 

Table Page 

l Number of Persons Engaged in Agriculture 
1891 - 1946.... 2 

II Contribution of the Petroleum Industry to 
the Domestic Economy. 58 

III Comparative Rates of Growth: Crude Oil 
Production; Gross Outlays and Value Added 
of the Petroleum Industry. 60 

IV Value Added from Min1ng and Refin1ng 
Indigenous Crude Oi1. 63 

V The Petroleum Industry: Wages,Employment, 
Productivity and Priees of Capital Goods 
Imports. 65 

VI Measures of Openness of the Economy of 
Trin1dad and Tobago. 87 

VI A Per Capita Gross Domestic Product and 
National Income, Import and Export Ratios -
Selected Countries 1965. 87 

VII Comparative Rates of Growth ; Petroleum 
Value Added, Export Earnings and Tex 
Payments; General Government Revenues 
and Expend1tures. 

VIII Average Annual Rates of Growth of Output. 

IX Composition of Imports of Consumer Goods. 

X Sources of Finance for Investment. 

112 

113 

120 

123 

XI: Financing of Gross Domestic Investment by Sectors 125 

XII Foreign Exchange for Imports • 132 



• 

• 

- vii -

LIST OF TABLES (Cont'd) 

Table Page 

APPENDIX l 

1-1 World Production of Commercial Sources of 
Energy, 1913 - 1965. 162 

1-2 Crude Oil Reserves and Production, Major 
International Companies, 1963. 167 

APPENDIX 2 

2-1 World Petroleum Reserves end Supplies-
Selected Data. 168 

2-2 Comparative Rates of Growth - Crude Oil 
Production, Refinery Throughput, Natural 
Gas Production, Petroleum Sector Value 
Added, Gross Domestlc Product (all industries), 173 

2-3 Selected Data on Crude Oil Production. 174 

2-4 Footage Drilled by Companies. 178 

2-5 Production of Crude Petroleum by Company. 178 

2-6 Composition of Refinery Throughput. 179 

2-7 Imports of Crude Petro1eum by Source. 181 

2-8 Composition of Refined Products. 182 

2-9 Production 8nd Utilization of Natural Gas. 183 

AFPENDIX 3. 

3-1 Out1ays of the Petroleum Industry. 185 

3-2 Gross Output in Mbling and Refin1ng. 186 

3-3 Value Added by the Petroleum Industry. 187 

3-4 Gross and Net Fixed Capital Formation in 
the Petroleum Industry • 11!3[ 

3-5 Finance of Gross Fixed Capital Formation 
in the Petroleum Industry. 189 



• 

- vlll -

LIST OF TABLES (Cont'd) 

Table Page 

3-6 Payments to the Local Government and Proflts 
- Petroleum Industry 190 

3-7 Gross Recelpts of the Petroleum Industry. 191 

3-8 Petroleum Prices 1951-65. 192 

3-9 Exports of Crude Oil and Reflned Froducts. 193 

3-10 Distribution of Petroleum Exports by 
Tradi~5 Blocs. 194 

3-11 Foreign Exchange Account of the Petroleum 
Industry. 195 

3-12 Labour Force Statlstics. 196 

3-13 Industry Composition of Gross Domestic 
Product. 197 

3-14 Balance of Payments Account. 198 

3-15 Central Government Revenues end Expendltures. 199 

3-16 Coefficients of Correlations and Regression 
Coefficents. 200 

3-17 Composition of Commo.5ity Imports. 201 

3-18 Compositlon of Gross Domestic Expenditures. 202 

3-19 Composition of personal Incomes. 203 

3-20 Industry Composition of Gross Domestic 
Fixed Capital Formation. 204 

3-21 Local and Foreign Content of Gross Domestic 
Fixed Capital Formation. 205 

3-22 Sources of Finance for Investments. 206 

3-23 Flnancing of Investments by Sectors, 207 

3-24 Compositi~n of Domestlc Commodity Exports. 208 



- 1x -

• LIST OF TABLES (Cont'd) 

Table Page 

3-25 Sources of Foreign Exchange for Imports. 209 

3-26 Assets, Deposits, Loans and Advances of 
Commercial Banks. 210 

3-27 Rates ôf growth (j'f . Population. 211 

3-28 Comparative Kates of Growth - Gross 
Domest1c Product and Employment by Sectors. 212 

3-29 Output par Man , Cap1tal per Man, Capital 
Output Ratio. 213 

3-30 Number ôf New Jobs by Industry. 214 

3-31 Index of Money Wage Rates. 215 

3-32 Paid Employees by Industrial Group and 
Income Group. 216 

3-33 Paid Employees by Occupat1onal Group 
and Income Group. 217 

• 



• 

• 

LIST OF ILLUSTRATIONS 

Figure Page 

1 Composition of Out1ays of the Petroleum 
I~ustry. 2~ 

2 Local and Foreign Content of Petroleum 
Outlays. 2 19 

3 Petroleum Value Added. 220 

4 ~oney Wage Rate and Employment - Petro1eum 
Industry. 221 

5 Labour Productivity and Money Wage Rate 
- Petro1eum Industry. 222 

6 Annual Percent Changes in Value Added, 
Net EXport Eaenings and Tax Payments 
of Petroleum Industry. 223 

7 Trend. in Value Added in the Public 
and Petro1eum Bectors, 224 

1a Trend in Value Added in the Petroleum 
and Private Domestic Bectors. 225 

8 Composition of Commodity Imports 226 

9 Gross Domestic Product by Industries 227 

10 . General Gcvernment Revenues. 228 

11 General Government EXpenditures. 229 

12 Annuel Changes in Value Added in Petroleum 
and the Public Sectors. 230 

13 Composition Of Persona1 Incomes 231 

14 Composition of Commod1ty Imports 238 

15 Gross Domestic Fixed Capital Formation. 233 

16 Local and Foreign Content of Gross Domestic 
Fixed Capital Formation. 234 



- xi • LIST uF IL~USTRATION 

F1gure Page 

17 Sources of F1nance for Domestic Investments. 235 

18 Annual Changes in the Foreign Assats of 
Commercial Banks and Capital Inflows into 
the Private Domestic Bectors. 236 

19 Composition of Domestic Commod1ty Exports. 237 

20 Sources of Foreign Exchange for Imports. 238 

21 Money Wage Rate, RealWage Rate and Labour 
Productiv1ty. 239 

22 Money Wage Rate in Selected Industries. 240 

• 



• 

• 

CHAPTER l 

POST-WAR APPROACHES TO ECONOMIC DEVELOPMENT IN 

THE CARIBBEAN 

The two decades preceding World War II were marked by gen

eral economic malaise in the Caribbean, a condition which erupt
l 

ed in a series of disturbances between 1934 and 1939. The 

discontent was diagnosed to derive from na positive demand 

for the creation of new conditions that will render possible 

a better and less restricted life (coexisting with) an unfav

ourable economic trend". More specifically, the disturbances 

were regarded as lia symptom of which the principal causes were 

low earnings and irregular employment". 2 

The demand for better conditions of work and life had been 

stimulated by the cumulative effect of education, improved com

munication including news media and the comparison between the 

poverty of the region and living standards in the North Atlan

tic countries. Sugar cultivation which formed the mainstay of 

Caribbean economic activity was suffering from persistently 

falling priees, as world productive capacity exceeded the growth 

in demande The attempt by plantation owners to diversify was 

1. Serious disturbances were recorded in Trinidad on 
sugar estates in 1934; general disturbances in 1937. 
In Jamaica there were isolated disturbances on sugar 
estates in 1935 and general disturbances 1n May-June, 
1938. In Guyana disturbsnces at various estates took 
place 1n 1935 and again in 1939. In st. Kitts there 
were general d1sturbances in 1935. In st. Vincent 
isolated riot1ng in 1935. In Barbados general d1s
turbances took place in 1937. 
See: West Indies Ro1al Commission Report, H.M.S.O • 

JUly 1945. p. 96. 

2. Ibid., pp. 8 and 197. 
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of limited sueœss since flagging demand conditions were not 

unique to sugar. Only the market shelter provided by the 

. Imperial governments brought temporary financial relief to the 

Caribbean economies. At the same time however protection serv

ed to postpone radical attempts at effecting a more efficient 

use of the resources of the region. There was however, a con

tinuous decline in the number of people employed in agriculture. 

Trends in employment since the turn of the century are shown in 

Table I. 

Table l 

Number of Persons Engaged in.Agriculture (1891 - 1946) 

('000 persons) 

1891 1911 1921 1946 

Jamaica 271 271 286 228 

Trinidad and Tobago 66 97 96 54 

Windward Islands 54 61 67 54 

Barbados 45 38 34 26 

Leeward Islands 34 27 26 25 

Source: Industria1 Deve10Ement in the Caribbean, Caribbean 
Commission Central Secretariat, Trinidad, 1951 P. 26. 

The decline in employment in plantation agriculture was c10se-

1y associated with the substitution of capital for labour as estate 

owners tried to eut costs and make their enterprises more competi

tive. Writing in 1951, Sir.Arthur Lewis c1aimed that fI ••• thirty 

years ago, the sugar industry emp10yed on an average throughout 

the year about one person for every one and a ha1f acres; today 



• 

• 

- 3 -

it emp10ys one person for every two acres, or 25% 1ess.,,3 

The pace of mechanization was acce1erated by the growing 

strength of labour unions and their success in winning wage 

increases for those employed. The result was an increase in 

the number of the persons unemployed. FUrthermore, peasant 

agriculture was adverse1y affected by plantation cu1tivation. 

The choicest arable lands had been pre-empted by the plantations 

and the l1m1ted acreage remaining for peasant farming subdiv1ded 

1nto an excessive number of smal1 uneconom1c units. Product1v1ty 

par acre was low and the number of pers ons capable of earn1ng a 

decent l1ve1ihood from small sca1e farm1ng act1vity was d1min1shing. 

The problems of the Car1bbean econom1es were further aggra

vated by the rap1d growth of population, est1mated at 1.5 to 2.0 

per cent per annum. \1h1.le em1grat1on had served in former times 

as an out1et for surplus labour, this avenue was rap1d1y be1ng 

closed as recipient countries were themse1ves forced to contend 

with a chron1c excess supply of labour. 

As agricultura1 e~p1oyment contracted, a drift of popu1a

t10n from country to town was set 1n mot1on. The better opport

unities for casual emp10yment as well as the relative1y higher 

wages in the urban area served as pull factors encourag1ng this 

tre:1d. 

But there was no commensurate expansion of emp10yment 1n 

the towns to provide for the disp1aced agricultura1 workers as 

we11 as for the annual accretion to the labour force. Exist1ng 

3. Industr1al Deve10pment 1n the Car1bbean, Caribbean 
Comm1ssion Central Secretariat, Trin1dad 1951, p.27. 
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industries, such as the manufacture of unref1ned sugar, the 

grading, packaging and internal transportation of citrus fruit 

and sim1lar products were ancillary to agriculture. With the 

exception of Trinidad, where oil and asphalt were beginning to 

be exploited, no other territory was able to generate a signi

ficant volume of employment based on non-agricultural activity. 

The total number of persons employed in government services was 

small in relation to the adult population of the colonies. 

Rationalizat1on of plantation agriculture had three con

sequences: the number of gainfully employed women was substan

tially reduced; the proportion of the labour force engaged ln 

casual work, petty tra.des and other unproductlve jobs increased 

apprec1ably; and disguised unemployment gave way to open unem

ployment. 

The central concern of post-war Carlbbean economlc thought 

was therefore how to transform the econom1c structure of the 

region so as to create productlve employment for the large pool 

of surplus labour. 

The Moyne Commission 

The first set of proposals emerging after the war resulted 

from the vis1t of the Moyne Commission to the lslands in 1938 -

39.4 The Commission had found that the economic i11s of the 

region during the 1930's were largely agrarian in nature and 

stemmed not so much from adverse market conditions in respect 

4. West Indies Royal Commission Report, H.M.S.O., July 1945. 
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of the agricultural export crops as from an excessive re11ance 

on production for export: flThe great dangers of specialization 

stand out clearly in West Indian experience, and their avoidance 

should be the cardinal point of future agricultural policy.n5 

A rapidly growing population with rising expectations only served 

to aggravate an already precarious situation. 

In the view of the Commission therefore, the solution to the 

Caribbean problem was to be found in agrarian reforme It recom

mended that: 

"In order to provide the means of absorbing this 
growth of numbers it is essential on the one 
hand to secure a re-orientation of the agricul
tural system in the direction of a far greater 
home production of essential foodstuffs on a 
basis of mixed farming, and on the other to take 
whatever steps practicable to improve the posi
tion of the agricultural exporting industries." 6 

In the case of peasant agriculture the Commission recom-

mended that additional land should be provided, tenure conditions 

1mproved and more efficient techniques of production introduced. 

With respect to the traditional export crops the recommendations 

called for an increase in the basic export quotas allocated 

to the islands, an improvement of the priees offered·under the 

Colonial preference system, and the extension of the marketing 

arrangements for sugar to other agricultural staple exports. 

The Commission was less optimistic about the prospects 

for industry. On this issue they wrote, fias regards non-agricul

tural activities, we do not recommend that West Indian Govern

ments should conduct or finance speculative industrial enter

prises.,,7 Indeed it was recommended that the role of the gov-

5. ~., p. 41. 
6. .!lli., p. 441. 
7. Ibid., p. 443. 
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ernments be largely limited to undertaking public works 

programmes. 

The Commission recognized that the existing structure of 

production imposed severe constraints on intra-regional trade. 

However, they were of the view that trade among the islands 

would increase as agricultural production became more diver

sified. They further argued that su ch a development would be 

facilitated by the political federation of the colonies. 8 

Finally the rate of population growth must be controlled. 

Whereas agricultural reorganization would promo te increased 

employment and a higher standard of living, such an effect 

would only be temporary if the current increase in population 

were to continue. In this sense the Commission considered the 

reduction of the b1rth rate a crucial aspect of any programme 

of development for the reg1on. 

The Moyne Commission report represented a departure from 

then existing policy only in the sense that it strongly urged 

the freeing of the economy from its reliance on traditional ex

port crops. By recommending a wider protection of these products 

however the incentive to diversify agriculture was in fact re

moved. Furthermore, the development of a via:ble peasant indus-

try required capital and administr~tive effort of a type and on 

a scale which the Colonial governments were in no position to 

provide. In fact no serious attempt was made at implementing 

the basic proposaIs of the report. Concerted efforts at trans

forming the economies of the region had to await the growth of 

governments more ~epr-esentative of the interests of the region. 

8. ~., p. 259. 
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The Lewis Strategy 

Whereas the Moyne Commission relied exclusively on the 

diversification of agriculture as a means of stimulating the 

growth of output and employnent, the Lewis strategy9 placed 

major emphasis on the rapid industrialization of the Caribbean 

region. It was drawn largely from the experience of Puerto 

Rico during the 1940 ls and decisively influenced economic pol

icy during the 1950 1 s. For this reason we will explain in some 

detail the 'modela which underlies the Lewis' policy of lindus· 

trialization by invitation'. 

Lewis divides the economy into two broad sectors, an agri

cultural sector and a modern sector. The agricultural sector 

dominates the economy and is further subdivided into peasant 

agriculture and plantation agriculture. The peasant farms pro

duce foodstuffs for the local market and use labour-intensive 

methods of production. Farming techniques are inefficient and 

labour productivity is_low. The plantatiom on the other hand 

grow staples for export and production is to a large extent 

mechanized and more efficient. By international standards,. how

ever, estate cultivation i8$ill high-cost and depends for its 

survival on protection provided by international agreements. 

Lewis contended that the numbers engaged in agricultural activity 

could be substantially reduced without causing a reduction in the 

total output of the sector. 

9. See W. Arthur Lewis, "Industrial Development in the 
Caribbean" Caribbean Commission Central Secretariat, 
Trinidad 1951, and "Economie Development wlth Unlimit
ed Supplies of Labour", Manchester School, May 1954. 
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The modern sector is very small and engages in the pro

duction of manufactures for the local ~arket and services, 

incl~2ing tourisme Production is organised on the basis of 

highly mechanized techniques and a skilled labour force. Wages 

are accordingly high, at least 30% above that in agriculture. 

From this follows Lewis' theory of balanced growth. Agri

cultural productivity can only be improved by further mechani~

ing the plantations and reorgan1z1ng the peasant farms. This 

however requ1res a reduct10n in the numbers engaged by the sector. 

The other sectors of the economy must therefore expand suff1c-

1ently to absorb the surplus released from agriculture. Lewis 

considered emigration, tourism and manufacturing as natural out

lets for the surplus labour. As the number of people who can 

be absorbed by emigrat10n and tourism 1s 11m1ted Lewis argued 

that the success of any programme of agricultural rat1onal1za-

tion depended on the creation of a rapidly grow1ng manufactur1ng 

industry. 

In addition to the 'labour-balance', there must be 'goods 

be,lance'. Whi1e 1ncomes .created by the new manufacturing indus

tries simu1taneously const1tute a source of demand for the out

put of these industries, the standard of living in the agricult

ural sector must also r1se in order to prov1de a sufficient1y 

large market demand for manufactured goods. On the other hand 

the expansion of the manufacturing sector will also 1ncrease the 

demand for foodstuffs and this demand can only be satisfied from 

10ce,1 output if agr1cultural productiv1ty rises • 
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Lewis anticipated the possibility that bottlenecks would 

impede such balanced growth. A short age of arable land or the 

sluggish growth of agriculture could limit the supply of food

stuffs, while absence of certain domestic raw materials could 

narrow the range of domestic production. It would thus be-

come necessary to export manufactured goods in exchange for 

imported supplies of foodstuffs and raw materials. 

The small size of the domestic market typical of Caribbean 

economies is a further reason why manufactures would have to be 

exported. The low standard of living in the early period of 

development biases cons~ption in favour of foodstuffs thus 

limiting the market for manufactured goods. Moreover the pro

vision of wide variety in consumer goods further restricts the 

effective demand for any individual good. 

There still remains the crucial problem of mobilizing 

capital for the programme of 

of development domestic savings are small and cannot therefore 

contribute much to capital needs of the region. The islands are 

therefore forced to solicit funds from abroad. "Foreign capital 

is needed because industrialization is a frightfully expensive 
11 

business quite beyond the resources of the islands." 

10. Lewis '\irites, "The central problem in the theory of 
economic development is to understand the process by 
which a community which was previously saving and 
investing 4 or 5 percent of its national income or less, 
converts itself into an economy where voluntary saving 
is running at about 12 or 15 percent of national income 
or more", "Unlimited Supplies of Labour ••• " op.cit., p.155 

11. lewis, "Industrial Development in the Caribbean", ~ 
~., p. 56. para. 113. 
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However neither the local governments nor the local entre

preneurs will be in a position to raise the required amount of 

foreign capital. For this reason, Lewis argues that it would 

be better to entice direct investment by foreign capitalists 

who will bring with them capital, expertise and established 

marketing outlets. 

tI .... successful industrialization on a big scale is 
possible only if the islands can export manufactures. 
And, since it is difficult and expens1ve to break 1nto 
a fore1gn market by build1ng up new distribution out
lets this 1s most likely to succeed 1f the islands con
centrate on 1nvit1ng manufacturers who are already well 
established 1n fore1gn markets.fI~2 

Industria11zation was therefore to be 1nitiated largely by 

foreign capital and fore1gn entrepreneurship. As development 

proceeded it was expected that local savings would increase and 

that local entrepreneurs, after learn1ng the tr1cks of the trade 

would be able to move into the manufactur1ng bus1ness ut1lizing 

local supply of capital. 

Industrial development would also requ1re positive and in

telligent action by the governments designed to create condit1ons 

that would attract the fore1gn cap1talists to the region. Here 

Puerto Rico provided the model. Special development agencies 

should be set up to dec1de on the industries to be estab11shed 

and the types of assistance l1kely to attract these industries, 

and to seek out and interest manufacturers in coming into the 

area. Incentives should be given to potential 1nvestors includ-

1ng the provis1on of factory space, assistance in obtaining 

capital from abroad, protection in the local markets, subsid1es 

and tax holidays. 

12. 1!?!3., p. 56:;:aI'à. 113. 
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An effective industrialization policy must also ensure 

that wages do not get out of line with labour productivity. 

In an open economy high co st production implies reduced activity 

and employment. The government should thus institute an incomes 

policy relating wages to labour productivity or maintaln external 

competitiveness by currency devaluation. 

Because of the small size of the lndivldual countries Lewis 

argued that the 'sine qua non' of industrial development is the 

establishment of a customs union or better still, a single West 

Indian government. 13 This would facilitate the rational estab

lishment of industries in the region and thus reallze the fullest 

potential of scale. Furthermore, the free movement of population 

between the islands would be assured. 

Lewis' policy of lndustrlalization by invitation was most 

vigorously applied by Jamalca and to lesser degrees by Trinidad 

and Barbe,dos dl.lrine; the 1950' s • ~~t while domeetie 

at a rapid rate in these countries throughout the decade, the 

unemployment problem remained unresolved. Indeed it became more 

serious. Lewis himself was puzzled. Wrlting about Jamaica in 

1964, he asked: "how does a country double its output, lose 11 

percent of its labour force, and still have 12 percent unemploy

ed?u14 

The manufacturing sector did not perform in the manner 

anticipated by Lewis. It developed on the basis of a heavily 

13. ~., p. 61, para. 129 • 

14. Lewis, "Jamaica ' s Economie Problems", Jamaican Gleaner, 
September 1964, p.ii. 
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protected domestic market, and daspite the presence of foreign 

capitalists it made no significant cont~ibution to the export 

earnings of the territories. Although imports of finished goods 

were somewhat reduced, there was a substantial increase in the 

importation of dut Y free intermediate goods, and fini shed parts 

for assembly. Linkages between the manufacturing sector and the 

other sectors of the economy remained limited. Moreover, although 

exports of manufactured goods were markedly below expectations9 

manufacturers were committed to satisfying the demand for variety 

by domestic consumers. This servedto fragment the already small 

domestic market raising cost and reducing efficiency. 

Lewis' expectations concerning domestic savings were also 

unfulfi1led. Despite the rapid growth of domestic output, local 

savings and investment did not increase as fast as had been ex

pected. The dominance of foreign capital in the economy and the 

provisions of excessively attractive terms for depreciation en

sured that the proportion of domestic savings preempted by for

eign entrepreneurs remained h1gh. Moreover the foreign entre

preneurs invested in and monopolized specifie sectors of the 

economy with the result that local entrepreneurs neither had 

the store of local savings, nor were they able to develop the 

'tricks of the trader vith wh1ch to tully participate in the in

dustrialization process. 

The employment problem was probably aggravated by the pec

uliar form of development recommended byLewis. The introduc

tion of metropolitan capital and expertise ensured the adop

tion of matropolitan forms of technology. These techniques 
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tend to be capital-intensive. Further, since labour remunerat

ion formed a small part of the operat1ng costs of these firms, 

the industry is usually able to satisfy the demands of the 

workers for higher wages. The high wases paid 1n these capital

intensive industries set a trend which spreads to all sectors 

of the economy. The effect is to curtail the expansion of 

economic activity and of employment. 

In these circumstances the governments found themselves 

unable to do much to remedy the unemployment situat1on. A con

siderable amount of revenue was lost by the pro7ision of dut y

free imports and extra.vagant depreciation allowances; a fair 

proportion of government expenditures was comm1tted to subsid

iz1ng industry in the form of indus trial 'infrastructure'; and 

f1nally the mobilizat1on of domest1c resources 1s difficult in 

the absence of a local capital market 1n the region, the develop

ment of which is inbibited by the operations of metropolitan 

subsidiaries. Under these conditions the governments have had to 

resort to foreign borrowing to finance their development pro-

grammes. 

Some of the problems were recognized by Lewis in 1964. On 

th1s occasion he wrote: 

" ••• the point of developing Jamaica is to give Jamai
cans more 1ncome, rather than foreigners. Foreign 
investment 1s better than none, since it raises 
Jamaican incomes too. But Jamaican investment is 
better if the money can be saved at home."15 

This undoubtedly represents a shift in emphasis 1n Lewis' 

thinkin8. By 1964 he saw the solution to the Caribbean 

15. Ibid., p. viii 
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prob1em primarily in terms of an incomes policy aimed at making 

costs more competitive; in the utilization of tecbn010gy more 

appropriate to the resources of the region; and finally in the 

encouragement of greater participation of local savings and 

investments in the development procesB. 

A Model of an Onen Petroleum Economy 

Immediately preceding the Lewis article of 1964, a more 

rigorous formulation of the Caribbean problsm waB presented 

by Dudley Seers~16 based on the experience of Venezuela during 

the 1950 1 s. Seers starts with the premise that "the economic 

models constructed to describe the working of industrial econom

ies (for example, the Keynesian model) are not necessarily, or 

even probably, suitable for exportera of primary products, be

cause their fundamental assumptions do not apply."17He then sets 

out to determine the cause of the apparent paradox of the co

existence of high rates of growth and high levels of unemploy-

ment in an open petroleum economy. 

Seers divides the economy into three sectors, the export 

sector, the government sector, and the private domestic sector. 

The economy is completely lexport-prope11ed l , exports being the 

only autonomous variable in the model. The export sector is 

foreign owned, and given the oligopolistic nature of the petro-

16. Dudley Seers, "The Mechanism of an Open Petroleum 
Economy, Il Social B.nd Economie Studies, June 1964. An 
earlier ve~slon waa publlshed ln Revlsta de Economica 
Latino - Americano No. 7. 

17. Ibid., p. 233. 
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leum industry, both the volume and the priee of exports are 

externally determined. The external transactions of the econ

omy are assumed to be in balance so that the level of export 

earnings setea limit to import of goods and services. Employ

ment in the petroleum sector is assumed to be constant, while 

output B.nd gross export earnings incree..se. Increases in the 

l'Tage bill thus arise solely trom incree.ses in the wB.ge rate. 

The growth of employment in the economy must therefore derive 

from the expansion of output end employment in the domestic sec

tors. 

The government sector is assumed to receive all revenue from 

taxes on export earnings wh1le its expenditures s.re assumed to 

consiet of payments to labour. Government revenue and expendl

ture are further assumed to be in balance thereby ellminating 

the possibility of foreign domestic borrowing. The level of 

employment in the sector then depends on the trend in export 

earnings, the rate of taxation on exports and the trend in vage 

rates. The rate of increase in employment will vary directly 

with the rate of increase in export earnings, the rate of taxa

tion on exports and inversely with the rate of increase in wage 

rates. 

The private domestic sector recelves its impetus for growth 

from the incomes generated by the export sector. The export 

sector not only dictates expansion in the domestic sector by lts 

local payments but aleo determines how much domestic demand can 

be met from imports. Employment in the domestic sector will 

therefore depend on the trend in export earning~ the import co

efficient, the profit margin and the vage level. Given the trend 
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in export earnings emp10yment will be greater, the lower the 

wage rate, the lower the import coefficient and the lower the 

margin of profit in the sector. 

Of the five factors affecting the level of employment in 

the domestic sector Seers assumes the last tbree to be constant; 

tax rates cannot be indefinitely increased; profits margins are 

unlikely to change rapidly or to prove amenable to policy meas

ures; and the openness of the economy prevents serious attempts 

at import substitution. 

The crux of the employment prob1em accordingly lies in 

the relationship between export earnings and wage rates. From 

this it fo1lows that: 

"The pace at which employment grows depends in fact 
on the difference between the trends in exports and 
wage rates. There is therefore something like a 
'wage fund' in such an economy."18 

In such an economy, 

" ••• employment will grow in such an economy if -
and only if - exports increase more quick1y than 
average wages ••• The greater the excess of growth 
of exports over the rise in wage rates, the faster 
will emp10yment climb." l 9 

There is however a tendency for wages to get out of line with 

priees, particularly during an export boom. As export earnings 

rise, petroleum producers are less inclined to resist demands 

for higher wages by labour unions because wages are a relative

ly small item in total costs. Furthermore, wages are partly 

~aid by the government', being deductible from declarations of 

18. ~., p. 234. 

19. ~., p. 241. 
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taxableincome. Rising wages in the petroleum sector set up a 

sort of 'aemonstration effect' amongst wage earners and unions 

in other sectors press for wage increases. 

Wage rates soon become high by international standards 

especially in relation to the efficiency of the workers in the 

domestic sector. Foodstuffs and other locally produced goods 

tend to be replaced by imports, so that the import coefficient 

remains high or rises. The increasing inequality of income 

distribution and movement of population to the oil fields and 

towns fUrther accentuate the tendency to spend more on imported 

goods and services thus aggravating the unemployment problem. 

Rising costs also make it difficult to develop new exports thus 

perpetuating the traditional structure of exports. 

One would expect that a high cost structure would lead 

to balance of payments d1sequil1br1um and the use of correctives 

such 8.8 develue.t1on, exch$:lnge control; 1mport l1cens1ng and 

tar1ffs. However, Seers argues that this 1s not the case in the 

open petroleum economy so long as exports are rising appreciably. 

Because of the nature of the international 011 1ndustry, devalua

t10n will have 11ttle impact on fore1gn exchange earn1ngs or on 

the level of employment in the export sector. Furthermore, the 

groups most strongly opposed to devaluat10n and other control 

measures (1mporters, merchants, fore1gn subs1diar1es, and the 

employed) are pol1t1cally 1nfluent1al. The open petroleum econ

omy therefore suffers from "d1sgu1sed, rather than overt, bal

ance--of - payments tens1onsl1~O D1sequ111br1um expresses 1tself 

20. ~., p. 236. 
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ln growlng unemployment. 

If petroleum exports cease to grow, the latent tensions 

ln the economy come to the fore. As exchange reserves dwlndle 

and capltal flows out the temptatlon to use excbange controls 

bec~ stronger and pressures to lncrease protectlon of local 

lndustry bul1d up. The open petroleum economy ls potentlally 

exploslve: 

"The confllct of lnterests between petroleum companles, 
trade unlons, local farmers, manufacturers, lmporters 
and the unemployed, which can be accomodated ln a 
rapldly expandlng economy, ls suddenly exposed, and 
tenslons Mount. A petroleum economy bas a potentlally 
exploslve character."21 

In this analysls Seers bas excluded the conventlonal categ

ory of savlngs, lnvestment, consumptlon and productlvlty as 

expllclt varlables. Exports are the only autonomous varlable; 

lnvestment ls assumed to be lnduced rather than autonomous 

in the Keyü6s1an sense. This is -obvious ln the case of the 

export sector, whl1e in the government sector lt follows from 

his assumptlon that government revenues are derlved almost tot

ally from taxeë on __ exports. 

Seers suggests that the maln areas of lnvestment ln the 

prlvate domestlc sector are ln houslng and dlstrlbutlon, the 

demand for both ls dlrectly related to the growth of export 

earnlngs. The lmport co-efflclent, rather than the level of ln

vestment affects lncome generatlon. 

The fact that lnvestment ls lnduced, however, does not lmply 

any relatlonshlp between lnvestment and savlngs. If local 

21. ~., p. 236. 
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savlngs fall short of Investment posslbllltles, the gap wlll be 

fl11ed by forelgn capltal Inflows. In thls case the effect on 

employment ls favourable, al though .. eventually the outflows of 

proflts tend to act as an offset. Conversely, If local savlngs 

are ln excess of Investment possibll1tles, local capital wlll 

flow out with adverse effects on employment. In this sltuatlon 

the emphasis ls on Investment opportunltles rather than the 

avallabl1lty of savlngs. 

Seers considers productivlty change to be the most serious 

omlss1on of his model expecially since rapid Increases could be 

expected as mechanlzatlon becomes excesslve. But slnce producti-

vlty change ls also an lnfluence on Imports, and the lmport co

efflclent is assumed constant, Seers concludes that productlvlty 

is lndirectly taken caœof ln the modela Productivity change ls 

not assumed to affect employment ln the export sector (assumptlon 

of constant employment) nor in the government sector (assumptlon 

of balance of government revenue and expendlture). It however 

affects employment ln the private sector. Seers descrlbes these 

effects in the followlng way: 

"If the commodity concerned is mostly non-competltlve 
with Imports, an increase in productlvlty does take 
place very largely at the expense of employment ••• 
But when the commodlty competes wlth imports the 
consequences may very well be to make i t move·~ com
petitive, reducing the propenslty to lmport." 22 

Thus when lncreases ln productlvity are experienced ln 

nontradable actlvitles or local monopolies, such as electrlc 

22. Ibld., p. 238. 
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power, construction and rum, the impact on employment is un

favourable. Since import substitution is not expected to be 

extensive in the open petroleum economy, the net effect of 

rising productiv1ty on employment may be negative. 

Because the trend in export earn1ngs ls externally deter

mined it appears that the only variable that can be man1pulated 

by public policy is the level of wage rates. Imp11cit in Seers' 

theory therefore is the concluslon tbat the employment problem 

of the open petrùleum economy can be solved by an 1ncomes po11cy 

wh1ch ensures that the rate of increase of wages ls not as 

great as the rate of increase of export earn1ngs. 

Flnally, Seers suggested that his model holds lessons for 

both Trin1dad and Jamalca, especlally the former. The applic

ablllty of Seers'model to Caribbean economles has been ques

tloned pr1nclpally by Havelock Brewster. In the only published 

crltlque of the model Brewster argued first that the assumptions 

of the model are much too ~estrictlve, and second, that the model 

falls short ln lts formulatlon of the crltlcal problem of the 

Carlbbean area. 23 Imp11clt ln this crltlque ls a rejectlon of 

an incomes pollcy deslgned to keep down wage levels. 

Uslng statlstlcal data for Trlnldad and Tobago, Brewster 

argues that the assumptlons of the model are too restrlctive 

and are therefore mlsleadlng. Flrstly, while the tax rate on 

exports was constant between 1957 and 1963, the trend of gov

ernment revenue (1gnorlng deflclt flnanclng) over the perlod 

23. "Exports, Employmen,t ?-nd Wages: Trlnldad and Tobago 
and Mr. Seers' Madel of the Open Economy." Research 
Papers No. 5. c.s.o. Aprll 1968 pp. 1-21. 
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was tw1ce as large as the trend 1n export earn1ngs. The d1ver

gence was even more pronounced 1n the case of Jama1ca, the rise 

being three t1mes as great as that of export earnings over the 

same periode This has been explained by the fact that import 

dut1es rather than taxes on export earnings were 1n fact the 

largest s1ngle component of government revenue, a condition 

made poss1ble by a grow1ng trade def1c1t f1nanced by the opera-

t10ns of expatr1ate banks, fore1gn exchange reserves and loans. 

Secondly, Brewster argues that wh1le the trend in govern

ment employment corresponds approx1mately to the trend 1n labour 

compensation (allow1ng for 1ncreases 1n wages), the level of 

employment was much less than would be the case if government 

expend1tures eons1sted solely of labour paymentsc Indeed a 

s1zeable share of government revenues is absorbed by fore1gn 

payments (for 1mported goods and serv1ces and amort1zat1on pay

ments) and by payments to the private domest1c sector. Wage 

and salary payments of the government as a result accounted for 

only 40% of government revenues. 24 

Brewster 1s even more cr1t1cal of Seers'sassumpt10n in 

respect of the pr1vate domest1c sector. In the Seers model 

domest1c output 1s equal to the domest1c payments of the export 

sector (1.e. wages and taxes) times a multiplier. But these 

domest1c payments are also equal to 1mporta (exclud1ng rem1tted 

prof1 ts) wh1le the propens1 ty to 1mport 1s 8.ssumed to be cons

tant. The domest1c sector can therefore grow no faster than 

24. Th1s proportion appears to be relat1vely lowl Brewster's 
ar~~ment 1s not ser10usly affected by this however. 
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the trend in imports, or the trend in export earnings.25 

It may be inferred trom this that if the export sector 

does not grow, the domestic sector would remain stagnant; and 

if at the same time wages rise (the profit margin remalning con

stant), there would be a net decllne ln emp19yment. In fact the 

opposlte was true for Trlnidad and Tobago between 1962 and 1965. 

During these years the petroleum sect or did in fact stagnate but 

this was matched by appreciable growth in the prlvate domestic and 

the govemment ·sector. ~ewster therefore argues that the growth 

of output of the domestlc sector should be an expllcit and integ

ral part of the model and that once this ls done, the problem of 

labour productivity cannet be avoided. He further adds that "if 

this ls so, it may be less reasonable that the conventional fact

ors of savings, consumption and investment should be totally ab

sent from the model.,,26 

Seersls arguments for excludlng productivity and investment 

as expllcit variables in his model rest largely on his assumption 

of a constant import coefficient. If the import coefflcient 

should fall, (the demestic profit margin and the tax on exports 

remaining constant) then domestlc output would grow and if there 

is import substitution, employment would also increase; converse

ly a rise in the lmport coefficient would be associated with a 

fall in output and ln the level of employment ln the domestlc 

sector. Brewster suggests that this approach is statlc since 

a rlse in the import coefficient could be assoclated with an 

25. These two will be the seme if profit as a proportion 
of export earnings ls the seme. 

26. Brewster, op.cit., p. 14. 
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increase in output and employment so long as imports grow faster 

than domestic output. Similarly a fall in the import coefficient 

accompanied by an increase in domestic output is not necessarily 

the result of import substitution. If for instance domestic out

put grows relatively to imports as a result of the expansion of 

the closed sectors of the economy (i.e. constr~ction, distribu

tion, and services) then the decline in the import coefficient 

is clearly not derived from import substitution. Furthermore, 

in this situation the effect on domestic employment 1s likely 

to be more favourable than 1n the case of 1mport subst1tution 

(eg. manufactur1ng) because the 1mport content 1s l1kely to be 

lower, and the rat10 of labour to cap1tal higher. 

The second aspect of Brewsterls criticism relates to the 

static nature of the problem as defined by Seers. Accordingly 

he suggests the incorporation of a rate of absorption of labour 

into the model which would take into account the ex1sting volume 

of unemployment, the rate of increase of the labour force, the 

weight of the domestic sector in the working labour force and 

the t1me - horizon set for the achievement of full employment. 

He wr1tes: 

"The important 1mmediate question is whether the 
level of unemployment is stab111zed, not whether 
there is stagnation in the level of employment. 
More ambit10usly, the question 1s whether there is 
sorne recurrent net absolute reduction in the volume 
of unemployment so that full emplo~ent may event
uate at some time 1n the future. u2"( 

At the bottom of Brewster's critique of Seers' model is 

the concern that the rig1dity of the model may "di vert 1nterest 

27. Ib1d., p. 2. 
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and policy from the substantive dynamic issues of structural 

transformation, the 1n1t1at1on of productlve activ1ty and the 

creation of productl~e employment ••• by s1mulat1ng that the crux 

of the employment problem 11es ln the distribution of an export

generated 'wage-fund' 1128 However while he concedes that less 

damage is done to reality by assuming exports te be the only 

autonomous var1able and 1nvestment 1nduced, than by the cenven

t10nal Keynes1an assumption of autonomous investment, he impll

citly rejects in his critique the idea of an incomes poliey 

almed at controlling the rise of wage levels. 29 

An extreme advocate of the Keynes1an a_pproach is Frofessor 

Charles Kennedy. He argues that lia properly developed Keyneslan 

theory 1n an open economy is app11cable to developed and develop-

1ng economies allke."30 The conclusion der1ving from his modi

fled vers10n 1s expressed as follows: " ••• the output of an open 

developing economy (is) capable of expansion in response to 1n

creased demand provided the necessary increase in imports could 

be financed, and therefore the balance of payments (1s) the key 

to economlc growth and development.,,31 

However, 1n reaching this conclusion Kennedy re11es on the 

28. 

29. 

30. 

Ibid., pp. 20-21. 

See also by the same autho~ Legislat10n and Economie 
Control: Wage-Folicy Issues ln an open Underdeveloped 
Economy, Trinidad and Tobaso. University of the West 
Indies. 1968. 

Kennedy, "Keynesian Theory ln an Open Economy," Social 
and Economlc Studies, Un1versity of the West Indles, 
Vol. 15 No. 1 March 1966. p. 21. 

31. Kennedy, "Dom-.r--Type Theory in an Open Economy" 
Social and Econom1c Stud1es, Un1versityof the West 
Indies, Vol. 15, No. 3, sept. 1966. p. 175. 
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Keynesian assumption of excess capacity in the economy and 

further assumes that imports is the only scarce resource re

quired for capital formation. By so doing Kennedy has effect

ively assumed away the problem of 'underdevelopment'. Clearly 

structural unemployment is the major problem in the region and 

the assumption that bottlenecks in the system could be overcome 

by imports is indeed dubious. Moreover-by failing to incorpor

ate wages and employment explicitly in bis models one must 

infer that Kennedy also accepts the Keynesian assumption of a 

l : l relationsbip between output and employment. If however, 

we accept the analysis of Seers and Demas (discussed later) 

with respect to the- operation of the wages mechanism and its 

effect on the techniques of production and on employment, then 

the conclusions ths.t are likely to emerge would be substantially 

different. 

vlhereas it could be argued that Seers's model is too r1gid, 

and does not deal adequately with the domestic sector of the 

economy, the Keynes-type model appears less adequate for dealing 

wi th the contemporary problems of the Caribbes_n region. Kennedy' s 

effort if nothing else underlies the difficulty of applying gener

al macro-economic models to economies with peculiar structural 

and institutional characteristics. In this regard, Best and Levitt 

have commented: 

"If the entrepreneurial dynamic of growlin were able 
to set up a Harrod - Domar - type process of cumula
tive income and ca.pacity creation, then Kennedy"s 
position that the only constraint consist of short 
run shortage of fore1gn exchange is fully acceptable. 
Such a situation implies ~hat the economies export 
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or borrow in order to be able to supply themselves 
with required imports for domestic consumption. 

If however, the Iocus of enterpreneurial initia
tive rests outside the country, if more particularly 
i t rests wi th the institutions \olhich control the coun
try's export sectors, then we have a situation in 
which the country continues to import in order to 
exporte In this situation the domestic sector con
tinues to be largely passive appendage to the export 
sector, with little capacity to generate its own 
growth. If)2 

Size, structural Transformation and Regional Integration 

vThile Seers concerned himself specifics.lly wi th the factors 

which give rise to growing unemployment at a time '\o,hen incomes 

are rising, the work of William Demas33 is concerned to estab

lish the constraints imposed on development by a country"s size. 

For this purpose Demas diverges from the macro-economic approach 

of the structuralist school and adopts the neo-classical tech

nique of partial equilibrium analysis. 

Demas considers the fundamental criterion of underdevelop

ment to be IIthe extent to which an economy has undergone struc

tural transformation and has acquired the continuing capacity 

to adapt and to apply innovations":(4 In so doi~g Demas, like 

Seers, has departed from the Keynesian and post-Keynesian approa

ches which have defined growth and development purely in terms 

of the movement of global aggregates such as savings, investment 

and output. 

The transformation of the structure of production implies 

32 • SE?e Eest and Lev1tt, Export - Propelled Growth.and 
Industrialization in the Caribbean, Montreal, 1969 
(mineo) pp. 131-132. 

33. William G. Demas, The Economies of Development in 
Small Countries, McGill University Press, Montreal, 1965. 

34. Ibid., p. 6. 
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seven basic elements. These are: 

"the capacity to transform as determined by politi
cal and social processes and attitudes; the unifica
tion of the national market for goods and services; 
the shift of production and of labour as between 
primary, secondary and tertiary sectors of the econ
omy; the development of an increasing degree of inter
dependence among domestic industries and activ1tIes; 
changes in the lmportance and composition of foreign 
trade; the reduct10n of dual1sm in the econo~· and 
the development of approprlate inst1tutions."3~ 

But while structural transformation is an essential element 

in development, a country that has achieved structural trans

formation will not necessarIly be 'fully' self~sustaining. In 

the final analys1s the ability of a country to be fully self

sustaining will be dictated to a large extent by the size of 

its economy.36 

The main concern is therefore w1th 'natural' structural 

lim1tat1ons to the growth process. This ls not lntended to 

underscore the Importance of the 'functional' variables as 

descr1bed by All1ster MClntyre.37 However, Demas contends that 

the 'more fundamental social, political, and Inst1tutional para

meters underlying the process of growth and structural change' 

hold irrespective of the size of the country, its degree of part

icipation in foreign trade, or its relative emphasis on the role 

of the public and privatè sectors.38 

35. ~., p. 8. 

36. Demas defines size in terms of the absolute number of 
persons living in a national economy and its land area. 
A small country is one with less than 5-10 million peo
ple and 10-20 thousand square miles of usable land, 

37. 

38. 

while a very large country will have a population of over 
100 million and more than 1 million square m1les of 
territory. 
Bee Mclntyre, ASIËcts of Development and Trade in the 
Commonwealth Car~bean, Economie Commission for Latin 
America, March 1965. 
Demas, op.cit., pp. 4, 34. 



• 

• 

- 28 -

On this basis Demas argues that the patterns of develop

ment open to small countries in the contemporary world are much 

more narrowly clrcumscribed than those open to large countries, 

and that only in a very large continental-type economy could 

the fullest degree of self-sustenance be achieved. We will 

follow Demas' arguments as they apply to the very small country. 

There are two fundamental reasons why the pattern of growth 

of a very small country will be unique. First, the resources of 

a very small country are likely to be highly skewed, while the 

composition of domestic demand for goods and services will be 

more diversified. The country will therefore have to rely on 

foreign trade to fill the gaps in production. Second, because 

of the small size of the internaI market, the small country will 

have to export lf it ls to benefit from economies of scale. For 

these two reasons, most small countries have a concentrated com

position of exports, a high ratio of exports to G.D.F. and a 

dlversified structure of imports. They trade more and specialize 

more than large countries. 

For a small country foreign trade assumes more than the 

'balancingl role it plays in the larger country. 

n ••• the role of exports is much more that of a lead
ing sector in the sense that the rate of growth of the 
G.D.F. is tied much more closely to the rate of growth 
of exports than in a very large economy. xt is the 
growth of external demand which causes the economy to 
move ••• !l39 

Furthermore, in a large country (such as India) the const

raints on the growth of domestic output that result from a slug-., 

gish demand for exports are essentially of a short-run nature 

39. ~. p. 48. 
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applying to the take-off periode But in the case ot the small 

country, the foreign exchange constraint is a continuing one, 

nit is a permanent fact of the national economyll.40 

This is not to say that growth can only be export-led 

in the smail country. Indeed Demas concedes the possibility 

of growth being generated on the basis of import-substitution 

or with the development of the closed sectors of the economy 

(e.g. the construction sector). But there will be limits to 

the process of import-substitution. First, import substitution 

with respect to residentiary consumer goods and intermediate 

goods will be possible only to the extent that they are heavily 

protected by transportation costs; Second, the lack of variety 

in natural resources will be a severe constraint particularly 

in the case of intermediate and capital goods; and third, econ

omies of scale will always be a problem given the limited size 

of the domestic market; the more so for the-small country since 

manufacturing will have to play a key role in the development 

process, and it is precisely in manufacturing that the oppor

tunities for achieving economies of scale are generally greatest. 

Economies of scale will also affect other areas in the 

economic life of a small country. BeC8.use of the liml ted size 

of the domestic market, monopolies and oligopolies are seen as 

inevitable developments. FUrthermore, the economles of scale 

derived by large countries in basic government administration as 

weIl as in the operation of certain public utilities will not 

apply to the very small country • 

40. ~., p. 48. 
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Demas is not too convinced that the problems of seale 

could be overcome by adapting technology to the requirements 

of small markets. Research, he argues, will be very time-con

suming, while the likelihood of success in such a programme 

even in the long-run is considered debatable. 

In addition to the limitations arising from the laek of 

varied resourees and the smallness of the internaI market, Demas 

enumerates four other disadvantages of small size. 

First, as mentioned earlier, the growth of G.D.P. is depen

dent on the continued growth of exports. The 9conomy will there

fore remain vulnerable to external demand and could only react 

to such vicissitudes by being flexible, adaptable, and ready to 

introduce innovations. 

Second, the development of particular mineraI or natural 

resources by foreign capital could result in the growth of an 

enclave sector so large in relation to the national economy tbat 

aIl the important decisions about the economy will be taken by 

large foreign corporations. Under these conditions the govern

ment and domestic producers alike lose whatever autonomy they 

might have had in determining the direction in which development 

proceeds. 

Third, while the structural and institutional openness of 

small dependent economies facilitates the inflow of private capi

tal and helps to ensure competitiveness in domestic production, 

the d1sadvantages that go with such openness may be critical. 

Foreign commercial capital is attracted to specifie areas of the 
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1sland econom1es, the new export sectors be1ng the ma1n rec1p1ent 

of such cap1tal. A substant1al share of domest1c sav1ngs (1nclud-

1ng deprec1at1on) therefore accrues to fore1gn-owned f1rms 1n the 

export sector and 1s generally not ava1lable for 1nvestment 1n the 

domest1c sectors of the economy. This tends to re1nforce the lop

s1dedness of the domestic economy. Moreover, the free convert1-

b1l1ty of the currency and the lack of a developed cap1tal market 

encourage the outflow of foreign as well as nat10nal sav1ngs and 

the phenomenon of Jèxcess borrow1ng' develops. 

The 1 structurally , determ1ned openness of the economy also 

1nh1bits the use of monetary po11cy to 1nsulate the economy 

from externally 1nduced fluctuat1ons. The 'branch plant" nature 

of the f1nanc1al 1nst1tut1ons further weakens the powers of the 

monetary author1t1es to control the d1rect1on of the economy. 

F1nally, 1n so far as the small dependent economy operates on the 

basis of an automat1c monetary system, the growth of domest1c 

expend1tures, and as a consequence the expans10n of employment 

1s t1ed to the growth of exports. Under these c1rcumstances 

balance-of-payments t equ1l1br1umt 1s achieved at the expense of 

adequate employment and adequate domest1c demande 

Fourth, the demonstrat1on effect 1s more acute 1n small 

countr1es w1th good commun1cat1ons than 1n large countr1es where 

the population 1s more d1spersed. In such a s1tuat1on there 1s 

no psycholog1cal dist1nct1on between town and country and the 

exposure of the rural populat1on to the higher mater1al stand

ards of the urban dweller st1mulates 1n them the des1re to have 

an equ1valent level of consu~p~both pr1vately and colle~t1vely 
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with that of the better-off townsmen. This, however, is not 

accompanied by a matching incentive to raiee agricultural pro

ductivity to the levels of industrial productivity. To the ex

tent that the propensity to consume rises, the mobilization of 

small rural savings is made all the more difficult. 

We may how return to the question of employment in the 

small open economy. The 'demonetration effect' of high wages in 

the modern sector on the wage structure of the other eectors hae 

been noted by Seers. The Keynesian approach would suggest that 

wage increases, by increasing domestic demand might generate a 

higher level of activity, thus foetering the growth of domeetic 

employment. Demae like Seers disputes this. In a small open 

economy with a fixed ex change rate and an automatic monetary 

system, the marginal propensity to import is generally high. 

The first effect of rising money wages ie to increaee the demand 

for imports rather than to increase the demand for local goods 

and services. Furthermore, eince in the short-run the price 

elasticity of supply in the domestic sect or will be very low, 

the proportion of this increased demand that spille over to the 

domestic sector will h8~e a limited impact on domestic output 

and employment. In this way, Demas argues, the increase in money 

wages automatically becomes an increase in real wages. And 

since in the short-run export receipts and foreign exchange will 

be fixed, such increases in money wage rates will seriously ag

gravate the employment problem. There thus existe a 'foreign

exchange fund' in the Demae model that is the equivalent of Seers' 

'wages fund'. 
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There are four other 1mp11cat10ns of r1s1ng wages 1n the 

small country. F1rst, the high wage levels of the modern se~tor 

may force up the supply pr1ce of labour 1n the 10w-product1v1ty 

sectors of the economy. D1sgu1sed unemp10yment under these con

dit10ns g1ves way to open unemployment. Second, if wages rise 

faster than labour product1v1ty, the cost structure w~ll be thrown 

out of 11ne with adverse effects on the level of activity and 

on employment. Third, ris1ng wages w1ll affect employment 1n the 

government sector by imposing a greater strain on the government 

budget. This 1a especially so where the marg1nal tax ratio 1s 

low. Forth, high wage levels w1ll encourage the subst1tut10n of 

cap1tal for labour, and g1ven the diff1culty of produc1ng cap1tal 

goods econom1cally 1n small countries, there w1ll be no s1gnifi

cant compensatory benefits from mechan1zat10n 1n the form of ex

pansion in a cap1tal goods sector. 

However, there are some compensatory benèf1ts to be dr1ved 

from small s1ze. In the f1rst place the import demand for a 

part1cular commod1ty of a very small country 1s l1kely to be very 

small 1n relation to the total demand for that commod1ty. For 

this reason, even though the demand for the commod1ty may be 1n

come-or price-1nelast1c, the demand fac1ng the 1ndividusl country 

may be pr1ce-elastic. For s1m1lar reasons, the small country 

May be able to break the rules of the game, (e.g. by the use of 

d1scr1m1natory trade pract1ces) w1thout 1nducing reta11atory 

treatment by larger countr1es. Second, a g1ven volume of fore1gn 

exchange would have a more s1gn1f1cant 1mpact on the small country 

than a large one. Th1rd, the effect of devaluat10n on the terms 
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of trade of a small country is likely to be less severe. Fourth, 

the small independent country could more easily avoid heavy ex

penditures on defence. And fifth, to the extent that good com

munications exist in the small country, a truly national market 

could emerge, leading to the realization of economies of scale. 

Most of tbese advantages, however, are not automatic and could 

only be exploited by positive efforts on the part of the smàll 

country. 

In the specifie context of the Caribbean region, the 

individual territories a,re by definition small both in terms of 

area and population. Despite relativelyhigh per capita incomes 

in certain regions the economies remain structurally untransform-

ed. They are b1ghly dependent in the sense that there is a high 

ratio of foreign trade to G.D.P.; "there is a great reliance on 

foreign private capital inflows and foreign aid; there is little 

financial and monetary autonomy; and there are still important 

gaps in the domestic financial structure. Foreign decision

making is all pervasive and touches many parts of economic and 

financial life.,,4l 

Furthermore, it is imperative that the rapid rate of dev

elopment experienced in the 1950's should be maintained !lin 

order to accomodate the rising population with their heightened 

expectations of material improvement; in order to compensate for 

the expected decline in the rate of growth of the leading mineral 

export sectors of bauxite and petroleum; in order to compensate 

41. Ibid., p. 115. 
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for the removal of opportunities for emigration; and in order to 

preserve the intrinsically valuable institution of political 

. democracy and a free trade-union movement ll
•
42 

There are, however, two fundamental institutional constra1nts 

on the development of the reg10n. The first 1s the "existence of 

political democracy on classical Westminister lines ll and the sec

ond flthe existence of a strong independent and forceful trade

union movement sharing the philosophy of North American, and to 

a lesser degree, British trade unionismu • 43 The effect of the 

first constraint is to increase popular pressure on the govern

ment for immediate improvements, especially in the provision of 

social services, These demands May run counter to the long run 

objective of structural change. The trade unions on the other 

band are inclined to policies which improve the well-being of 

their members at the expense of the expansion of employment op

portunities, capital formation,and the government budget. 

In the light of the particular structure and circumstances 

outlined here, Demas concludes that the individual territories 

will continue to rely heavily on exports for the expansion of 

domestic activity. But whereas it is considered inescapable 

that the economies should remain open, the degree of openness 

will have to be reduced. The protection of domestic industries 

and the control of imports of inessentials and luxuries, will 

require a reduction in the degree of 'structural' openess. Sim

ilarly the 'institutional' openess will have to be diminished in 

order to free the growth o~ domestic expendltures from 1ts r1g1d 

42. Ibid. , p. 115. 

43. Ibid., p. 98. -
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relationship with the growth of exports. 

Transformation will then proceed on the basis of import 

substitution in domestic agriculture, food processing and man

ufacturing, as well as the encouragement of manufacturing for 

exports. The degree of feasible 1mport substitution however 

is l1m1ted by the lack of a d1versif1ed resource base and the 

small s1ze of the market. The major emphasis of the develop

ment strategy must therefore stress the production of manufac

tures for exporte To this end su1table institutions will have 

to be developed for 1ts promotion and financ1ng. 

Demas assumes that the use of imported capital - intensive 

technology will be unavoidable if 1ndustry 1s to be competitive. 

For this reason it is unl1kely that development based on 1mport 

substitution and export promotion can result in the full util1za

tion of the countries' resources, in particular 1ts human re

sources. A positive effort must therefore be made to make the 

'closed' sectors, pr1mar1ly the construction 1ndustry, more 

propulsive. It may thus be necessary te undertake a programme 

of useful public works. This however will be 1nb1b1ted by the 

loss of potential revenue 1nvolved in grant1ng incent1ves to 

industry, by the d1ff1culty of mob1liz1ng domestic resources in 

the absence of a capital market, and by the lim1ted supplies of 

foreign exchange. 

Rapidly r1sing wage rates could act as a ser10us damper 

on the development process. Demas argues that wage 1ncreasea 

ahould fall short of productivity increases in order to facil1-

tate the accumulation of surpluses for the expansion of output 
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and employment in the modern sector. Th1s however, requires an 

lncomes pollcy which not only allows for the control of wages 

ln the modern sector but also ensures that the lncreases ln 

wages forgone are usefully lnvested in the natlonal economy. 

The duallstlc èharacter of Caribbean economles cannot 

however be ellminated ln the short rune In outlinlng an inter

medlate strategy of development, Demas comments as follows: 

"The strategy of development does not call for an 
attempt to ellminate dualism from the economlc struc
ture over the next decade or so ln the sense of 
aiming at equalizlng output per man as between the 
advanced and tradltional sectors of the economy, but 
rather for a controlled and ccnsclous dualism envls
aglng the malntenance of a gap between output per man 
ln the export sector and in the domestlc sectors such 
as dome~tlc agriculture, construction, and publlc 
works."44 

Agricultural policy should however, place emphasls on 

lncreaslng output per acre rather than output per man, and at 

the same tlme measures should be taken to improve the rural way 

of llfe. By so dolng the rural-urban population drift could 

be reduced. 

The locallzatlon of decislon-making forms an important 

aspect of development strategy. This would require an lncrease 

in the proportlon of domestlc investment financed from national 

sources of savlngs and controlled by local entrepreneurs. It 

thus lmplles IIthe encouragement of local entrepreneurs, the dev

elopment of locally-owned flnancial lnstitutlons, and greater 

management of the monetary and flnanclal system by the authori

tles".45 

44. ~., p. 136. 

45. ~., p. 137. 
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This does not however preclude the continued inflow of 

foreign commercial capital, nor does it necessitate the nation

alization or expropriation of foreign businesses. Rather Demas 

envisages the growth of joint venture undertakings involving the 

cooperation of foreign capital with local c~pital contributed 

either by government or by private individuals. The essential 

constraint is tbat the decisions of the corporations should be 

in barmony with the national interest. 

Finally, the development strategy outlined by Demas requires 

regional integration. "The larger the geographical size and 

population of the unit involved, the more nearly can the growth 

process approximate the continental pattern and the more nearly 

can the pattern. of growth become fully sustaining. n46 It will 

therefore be advantageOus for the Commonwealth Caribbean to 

associate in some form of economic union. This will make pos

sible the realization of economies of scale and external econ

omies, and facilitate the formation of a unified capital market. 

This however, will have to be accompanied by measures which would 

de al adequately with problems such as regional transportation, 

the protection of existing industries, and the rational special

ization of activities. 

In appraising the significance of the Demas contribution to 

Caribbean economic thought, two questions may be asked; first, 

to what extent do his arguments support his conclusions, and 

second of what prescriptive value are the conclusions so derived • 

46. Ibid., p. 35. 
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We have observed that Demas uses the partial equ111br1um 

techn1que of analys1s, and hold1ng everything else constant, 

concentrates on the two var1ables, the absolute s1ze of popu

lat10n and the absolute amount of usable land. From here he 

argues that a large country 1s 11kely to have a w1der resource 

base and a larger domest1c market which, g1ven the present 

Istate of the arts 1 w111 make poss1ble the realizat10n of econ

om1es of scale. The larger country will therefore be better 

placed to achieve a balanced and 1 fully 1 self-susta1n1ng form 

of growth. Furthermore, small countr1es could surmount some of 

the constra1nts of size by 1ntegrat1ng 1nto a larger econom1c 

un1t. While it is obviously difficult if not 1mpossible to 

establish empirical proof of this proposition, nonetheless its 

theoretical validity is lndisputable. 

This leads to the second question: to what degree should 

these conelusions influence the development policy of a small 

country. In this connection Havelock Brewster and Clive Thomas 

have argued: 

fl ••• a general removal of internal barriers to trade 
and the coordinated imposition of external barriers 
are clearly not enough ••• fI 

fI ••• where 'unifyingl and 'integratingl elements are 
found in the sphere of economic act1v1ty (in the West 
Indies), they are usually dis-functional and the rea
sons for this seem to lie in the almost classically 
colonial pattern of development of the area. This 
disfunctional integration 1s Most clearly se en 1n the 
existence and operations of a pervas1ve system of 
branches of large international companies which con
trol most of the basic resources. of the reg1on, such 
as bauxite, f1nance and sugar. Because of this com
pany structure, the 'integration 1 of resources which 
occurs does so via the metropolitan area. Furthermore 
it creates a situation in which the disposition and 
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utilization of the resources of these sectors are 
guided by the global considerations of these compan
ies and tbeir search for private profit over their 
entire operations, which are in most cases vertically 
integrated into their final manufacture activities 
located in the metropolitan area. In many instances 
this branch system stands in striking conflict with 
the national interests of the West Indies.,,47 

This ar~ent has been taken further by Lloyd Best who 

suggests that the transformation of the Caribbean economy will 

involve the transformation of the character of the international 

companies operating in the region and a drastic revision of the 

terms of their participation. The ~uestion of nationalization 

or expropriation cannot therefore be excluded as was inferred 

by Demas. Best however anticipa tes that there may be metropoli

tan retaliation in which case he suggests that military and pol

itical factors will have to be incorporated into the analysis. 

It is in this latter context, Best argues, that the question of 

scale may be most critical.48 

In conclusion, whereas Demas has provided a valuable in-

sight into the problems which confront the small country in its 

attempt to achieve economic transformation and growth, some of 

the 'policy· variables mentioned in his analysis must be further 

47. Havelock Brewster and Clive Thomas, The Dynamics of 
West Indian Economie Intesration, Institute of Social 
and Economie Research, University of the West Indies, 
Jamaica, 1967, p. 25. See also Lloyd Best, !lSize and 
Survival", New World, Guyana Independence Issue, GUY
ana 1966. pp 58-63. Norman Girvan, The Caribbean 
Bauxite Industry, Institute of Social and Economie 
Research, University of the West Indies. 1967; Norman 
Glrvan:and Owen Jefferson, "Corporate vs. Caribbean 
Integration", New'World Quarterly, Vol IV, No. 2, 1968 
pp. 45-56. 

48. Lloyd Best, "Size and Survival", New World, Guyana 
Independence Issue, Guyana, 1966, p. 62. 



• 

• 

- 41 -

examined lf the resources of the reglon are to be fully explolt

ed. Central to any such enqu1ry will be the role played by the 

multlnat10nal corporation ln the development of the reg10n49 and 

the modlf1cations of the present parent-afflllate relatlonsh1p 

required to ensure a vlable 1ntegrated regional economic unlon. 

A structural and Instltut10nal Approach 

The most comprehensive study so far undertaken of the 

Car1bbean economies is prov1ded ln the recent work of Lloyd 

Best and Kar1 Lev1tt, Export-Propelled Growth and Industr1al

ization in the Caribbean. 50 

The authors have delved lnto the histor1cal experiences 

of the Caribbean terr1tor1es ln an attempt to determine to what 

extent the pecullar structural and lnstitutlonal characteristics 

inherited from the past have militated agalnst recent efforts at 

transform1ng these econom1es. 

The maln conclus1on drawn from this study bas been express

ed as follows: 

" ••• the Carlbbean economy bas undergone llttle struc
tural change ln the three hundred years of lts exlstence. 

49. Comprehensive accôunts of the operat1on of the multl
national corporat1on may be fO~ ln the 10llowing 
sources: JUdd Folk et al, U.S. Production Abroad and 
the Balance of Farments: A Survey of Corporate Invest
ment Experience, National Industrial Conference Board, 
Inc. New York, 1960. J. K. Galbraith, The New Indust
rial state, Houghton M1ff1n, Boston, 1967. Karl Lev1tt, 
Il Canada, Economie Dependence, and Folitical D1sintegra
t1on," New World guarterly, Vol. IV, No. 2, 1968, pp.59-
139. 

50. L. Best and K. Lev1tt, mineo. 
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By th1s we mean that the character of the economic 
pro cess in the region seems not to have significantly 
altered over the periode Neither the modifications 
wh1ch through time have been made to the original 
institutions, nor the new institutions which have from 
time to time been incorporated into the economy, have 
relieved its dependence on external development init
iatives. The economy remains, as it has always been, 
passively responsive to metropolitan demand and met
ropolitan investment!'5l 

In their interpretation of the economic history of the 

region the authors have constructed a series of models intended 

to represent "successive layers of inherited structures and 

mechanisms which condition the possibilities of transformation 

of the present economy."52 Model One, (Pure Plantation Economy) 

provides the basic framework from wh1ch the other models flow. 

It represents Caribbean economy as a slave plantation. Histor

ically, it coincides with the mercantilist era of international 

commerce and terminates with Emancipation. Model l'l, Plantation 

Economy MOdified, represents the period of English free trade in 

the world economy. Historically it coincides with the period 

between emancipation and the collapse of the world economy in 

the 1930·s. Model III, Plantation Economy Further Modified, be

gins with the breakdown of the economic and political order in 

the Caribbean in the late 1930's and extends to the establish

ment of the new nation states in the post-war periode It is the 

most complete model in the sense that it incorporates the old 

structures of pure plantation economy as well as the modifica

tions of the later periods • 

51. Ibid., .p. 22. 

52. Ibid., p. 12. 
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Whereas Models l, II and III each bave thelr partlcular 

structural and Instltutlonal characterlstlcs the sequence Is 

none-the-less concelved of as successive phases in a Model 

of Contlnulty and Change. For this reason most of the analy

sls ls conflned to the model representing contemporary economy. 

In the accountlng framework correspondlng to Plantatlon 

Economy Further Modlfled the structure of productlon ls divided 

Into the tradltlonal export, the traditional residentiary and 

the new dynamic sectors. The latter two are successive addi

tions to the tradltional export sector whose persistent domin

ance characterises Caribbean economy. Activitles have been 

allocated to these three sectors accordlng to the period of 

entry, the type of producing institution, and the actual behav

ior of institutlons. However, the criteria are not mutually 

exclusive. Thus agricultural exports other than plantation 

output of sugar have been placed in the traditional export sec

tor despite the profound difference in the typlcal producing 

institut1ons. S1m1larly, the new mineral exports have been In~._ 

cluded in the tradit10nal export sector on the basis of cruclal 

similarities between the old staple exports sugar and the new 

mineraIs. 

The Model of Continuity and Change starts with Model I. 

Pure plantation economy forms part of the overseas economy of 

the Metropole and its total existence is ta1lored to the needs 

of the Metropole. The major source of its entrepreneurship and 

and flnance as well as the focus of decision-making ls metropoli

tan. 
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Certain truIes of the gamet define the relationship between 

hinterland and metropoles. The hinterland is restricted to 

term1nal act1v1ty; pr1mary product10n on the one band and the 

distribution of consumer goods on the ôther. The transportatlon 

of merchandlse ls undertaken in metropol1tan carrlers, and asso

ciated servlces are provlded by metropo11tan lntermedlar1es. 

Metropol1tan banks and f1nancial lntermediarles dominate the 

monetary system while the currency is fully backed by metro

poIl tan assets and ls fully convertlble 1nto metropolltan ex

change. F1nally, an imper laI preference system allows the con

duct of trade within a framework of mutual preferences. 

A subs1diary of a metropolitan firm forms the domlnant unit 

of production in the plantation economy. Its primary 11nks are 

always external and almost completely confined to the parent 

company ln the metropole while in the hinterland lt forma a self

contalned unit. It bas its own resldent labour force, wh1ch ls 

comprised largely of imported labour with no more skills than ls 

required for the productlon of staples. Land is engrossed so as 

~o ensure an adequate supply of labour at cheapwages. The 

resources are highly specialized in the productlon of staples, 

the demand for provlsion and supplies belng provided from lmpor

tation. There is an absence both of backward linkages and for

ward lihkages to further stages of proceaaing within the home

land. 

The level of output and employment ln the plantation econ

omy ia determ1ned by the level of metropolitan domeatlc and re

export demand for the staple and by the share of the market 
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commanded by the partlcular hinterland. Aggregate demand may 

or may not be lncome-elastic. In any event, output and employ

ment are also lnfluenced by the extent of the reserves of natural 

resources ln the hinterland. Slnce both the capltal and enter

preneurship are provlded by the metropole and slnce the processing 

facllitles are located in the metropole, the metropolltan lnvest

or can wlth facilltJ_either reinvest pro pert y incomes ln the par

ticular hinterland or place incremental lnvestments ln new terraln 

elsewhere. The former course of actlon ls taken only lf the reser

ves of natural resources are such as to ensure maxlmum profltabl

llty, ln vhich case there wlll be expanslon ln the partlcular 

hinterland economy. If the latter alternative ls more profltable 

the ensulng expanslon of capaclty erodes the competitlve positlon 

of the mature hinterland. 

In the latter sltuatlon, as profits decllne and the export 

sector grows at a reduced rate or stagnates, the demand for 

labour decllnes, and the mature economy ls forced to ad3ust. 

The flrst reactlon ls to release some of the labour from the 

plantatlon unlt along vlth some llmlted tracts of land. It ls 

antlclpated that these workers would be able to sustaln themselves 

wlthout relylng excluslvely on employment On the plantatlons. 

This ls the nucleus from which the tradltlonal resldentlary 

sect or grows. A meanlngful dlstlnction could now be made be

tween the natlonal economy and the domestic economy. It ls the 

evolutlon of a domestlc sector whlch forms the major cbaracterls

tlcs of Model II • 
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The nat10nal economy baaed on tbia domest1c sector however 

1a cond1t1oned 1n 1ta development by the atructure of the pure 

plantat10n econo~ which gave b1rth to 1t. Land 1a llmlted; 

akllla and craft are scarce; lnveatlble surpluaea are conflned 

to wages and are llmlted; demand la blased towards lmporta; and 

the atate 1nstltutlons are geared chiefly to the prov1aion of 

law and order. There 1a therefore a lack of dynamiam in the 

domeatlc aector and productlon la largely conflned to output 

requlr1ng tradltlonal akllla and trad1tlonal demanda. The mature 

hinterland la now faced v1th the cholce of ratlonallzlng the 

atructure of ataple productlon or of negotlat1ng more effectlve 

lmperlal protect1on and preference from the metropole. The 

metropolltan lnveator la not prepared to abaorb the cost of 

ratlonallzat1on, while the natlonal economy cannot afford auch 

expend1tures. Increaalng rellance on preferencea ls therefore 

a convenlent way out. This also satlsfles the wage earnera ln 

the trad1t1onal export aector and the small producera 1n the 

res1dentlary sector, the demand for whose servlces la malnta1ned 

ln the proceas. Transformatlon la thus poatponed, at a coat 

of the "lncome, employment and lnternal dynam1c which would 

have reaulted had protect1on been abondoned and lf the"economy 

had embarked on a programme of 1mport-dlsplacement and dlver

alflcatlon. n53 

Unleaa new resources are dlscovered ln the mature 

hinterland, productlon costs ln the export sect or rlse part

lcularly ln relatlon to new and more efflclent producers ln 

53. Ib1d., p. 43. 
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other hinterlands. The level of output and employment can now 

be ma1nta1ned only by further 1ncreases 1n 1mper1al preferences. 

Meanwhile populat1on pressures on the land 1n the res1dent1ary 

sector become:~ severe and lead:' to fragmentat10n and 1neff1c1en

cy 1n product1on. A rap1dly grow1ng populat1on aggravates this 

trend. Eventually the system 1s threatened w1th collapse and a 

new ser1es of agjustments become~necessary. At this stage we 

leave Plantation Model Modif1ed. 

The adjustments that now emerge are indeterm1nate and dep

end on whether or not the trad1tional mercantile t1es are sev

ered and the inst1tutional framework altered. 

In cases where the 1nstitut1onal base bas been changed, 

the loca11zation of the export sector elim1nates any va11d dis

t1nct1on between the national and domest1c economy. However, 

the traditional export sector may disintegrate or 1t may be kept 

intact. In the former case, the economy is no longer a hinterland 

economy but it may or may not engage w1dely 1n 1nternational tradê 

and it may or may not stagnate. Haiti is given as an ex ample of 

one that Ms stagnated. 

In the latter case, the economy forms a quasi-metropo11tan 

relationship in order to fac1l1tate the external marketing of 

1ts staples. Here contemporary Cuba is given as an example. 

Because of the local ownership of resources, the economy has 

full flexib1l1ty with regard to the use of its invest1ble sur

plus and some flexibility in respect of techn1ques. FUrther

more the d1srupt1on of the old metropo11tan links is necessar1ly 
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accompanied by a disruption of the~tablished patterns of 

supply, tas te and techniques of production. Traditional 

commercial interests are therefore eliminated and as a result 

local entrepreneursh1p is activated. The government is also 

better placed to utilize fiscal and monetary policy to effect 

the type of transformation desired. However, the extent to 

wh1ch the economy benefits from severing the established metro

politan ties will be curtailed by the new quasi - metropolitan 

relationsh1p into wh1ch it enters. 

Wbere the institutional base has been maintained the out

come will depend on whether or not new major staples have been 

found. If there are no new staples, then the only assets to be 

exploited are location and cheap labour. These may form a 

basis for the development of a 'quasi-staple' export sector 

specializing in service activity (e.g. finishing-touch assembly 

manufacturing, tourism and provision of labour to the metropole 

by immigration). This is an extreme ex ample of an economy 'im

porting in order to export'. In such an economy local initia

tives are 11mited, and the wage bill of the export sector forms 

the largest component of the national income. The government as 

a result depends heavily on metropolitan grùnts for its expendi

tures. Puerto Rico, Barbados and the Leeward Islands are consid

ered as typical exemples of this modified model. 

On the other hand, if new staples have been discovered, a 

new wave of expansions bagins. This is the case which corres

ponds to Trinidad or Jamaica and most closely to the modela 
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developed by Beers, Demas and Lewis (1964). In th1s case the 

national economy has neither the capital, the entrepreneursh1p 

or the international marketing connections required for the 

development of the resource. The kind of development that fol

lows serves to perpetuate the hinterland relationship with the 

metropolis •. 

However some modifications become necessary because of the 

changed character of the international political economy. The 

authors argue that, "although the relationship between the metro

pole and the hinterland, betwèen the parent firm and the subsid

iary, and between the new export sectors~and the national economy 

remains essentially unaltered, the forms within which it expresses 

itself are different."54 

In the Pure Plantation Economy the relations between metro

pole and hinterland were determined by regulation; the division 

of labour according to the 'Muscovado Bias'; the carriage of trade 

by the Navigation Laws; the character of the monetary system by 

the Metropolitan Exchange Standard; and the patterns of trade by 

the Imperial Preference System. 55 In the Plantation Economy 

Further Modified, these regulations are superceded by custom. 

While the hinterland is theoretically free to make whatever 

changes in policy it considers desirable, its relations with the 

metropole are in practice seriously circumscribed by the terms 

of bilateral and MUltilateral agreements and by rules of regional 

and international agencies • 

54. Ibid., p. 48. 

55. See discussion above on "rules of the game". (P. 44) 
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With respect to the unit of enterprise, the merchant -

planter associations and the transitional coalitions of metropo

litan rentiers and entrepreneurs are now replaced by the inter

national corporations. These are very large corporate units, 

often as large as the hinterland economy and in most cases larger 

than the hinterland government. They engage in long-term plan

ning and the switching of investments between different hinter

land economies is systematically determined. Furthermore their 

pol1cy is strongly oriented towards the internal financing of 

operations including that of their subsidiaries. Thus direct 

investments by international corporations have largely replaced 

private portfolio capital as a means of finance in the hinterland 

economy. 

Finally, as regards the relationship betweenthe new export 

sector and the national economy, the linkage remains limited. 

Given the 'closed' nature of the international corporations, 

except for the initial build-up period when heavy demands are 

made on the local construction sector, the main contribution of 

the export sector to the national economy consists of the taxes 

paid to the govemment and the wages paid to the workers. This 

places a limit on the surplus available for the development of 

the national economy. It is therefore necessary to seek develop

ment capital abroad from both private and public sources. But the 

terms under which private capital is invited (e.s. Lewis' indus

trialization by invitation) have the effect of further fragment

ing the market for goods and for capital, reinforcing the bias 

for imported goods and services, and in consequence, stunting 

local entrepreneurial initiative. The dependent nature of the 
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national economy is therefore strengthened and transformation 

retarded. The governments as a result have to turn increasingly 

to national and international government loans and aid for the 

finance of their development programmes. 

The authors have concluded that the principal les son of 

the legacy of the plantation on the contemparary economy is 

that transformation is not possible without the localizat1on of 

economic decis10n-making. This they express as follows: 

"In a society in which the high 1mport content of 
consumpt1on has been a structural character1stic 
inberited from the past, the encouragement of a 
metropolitan economic presence is particularly 
questionable as a development pOlicy."56 

"To give to the economy the internal dynamic necessary 
to create new internal l1nkages, it is necessary to 
develop residentiary industries with lower import 
content and larger local p~chases, to increase the 
degree of local processing of agricultural-and min
eral resources, to reallocate land resources, to 
halt the brain drain, to restructure financial instit
utions to widen the channels of national saving and 
investment flows, and to break down the economic 
barriers between individual territories within the 
region. 57 

The Best - Levitt thesis is therefore important in that 

it brings clearly 1nto focus the obstacles 1n the way of trans

formation that have been created by the histor1cally pass1ve 

relationship of the Caribbean hinterland w1th the metropole. In 

so doing a strong case 1s made for the reduction of the openness 

of the economies in order to free the terr1tor1es trom their 

rig1d dependence on metropolitan finance, entrepreneurship, 

56. ~., p. 64. 

57. ~., pp. 62 - 63. 
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technology and taste patterns, and to st1mulate the growth of 

1nternal dynamism 1n the system. 

However, 1t may be argued that tbe1r analys1s of the mature 

plantatlon economy could have been taken further. They have not 

for 1nstance explored the poss1b1l1t1es open to the mature plan

tat10n economy which has broken 1ts trad1tlonal l1nks wlth the 

metropole and which dlscovers a new m1neral resource the develop

ment of which requlres heavy outlays of cap1tal. This ls relevant 

s1nee lt ls argued that there 1s a dearth of cap1tal, entrepreneur

ship and 1nternatlonal market1ng experlence 1n the 1slands at the 

tlme of the break. Cuba, for example, sacr1f1eed some of lts 

1ndependence and flexlbl1lty 1n the mere act of marketlng lts 

sugar. It would appear therefore that fore1gn partlclpat10n ln 

one form or another would be unavo1dable lf the resource ls to 

be developed. But the terms of such partlclpatlon may lndeed 

be narrowly clrcumscrlbed. Under these condltlons size becomes 

a most lmportant varlable and the questlon of the economlc and/ 

or pollt1cal cordlnatlon of the reglon merlts a fuller treatment 

ln thelr analysls. 

The Best-Levltt study, however, ls a slgnlflcant contrlb

utlon to Carlbbean economlc thought; by focusslng on the histor

lcal and l49tltutlonal characterlstlcs of the reglon's econom1es, 

they have emphaslzed the need for an 'lnter-dlsclpllnary' approach 

to the problem of transformatlon. 

Summary 

It 1s not expected ln such a brlef revlew that all the 

relevant studles on the contemporary Carlbbean economlc problems 



• 

• 

- 53 -

~ould be included. However, the minimal requlrement ls that 

the dlfferent approaches and consequently the different prescrip

tions should be represented. This latter princlple bas formed 

the basls for our particular choice of models. 

We chose as our starting polnt the Moyne Commisslon report. 

The Commlssion concluded that the economic problems of the region 

stemmed largely from over-speciallzatlon ln the production of 

agricultural export staples. Because of this, output and employ

ment in the economy as a whole were seriously affected ln the' 

event'Of a protracted depresslon of external demande A growlng 

population with rlslng expectatlons aggravated this condltlon. 

As a solutlon the Commisslon therefore recommended flrstly, tbat 

agrlcultural productlon on the plantatlons as well as on the 

peasant farms should be dlverslfled and be made more efficlent; 

and secondly, that the rate of growth of the populatlon should 

be reduced. However, the productlon of staple ex port crops was 

to remain the major act1vlty on the plantation estates. It vas 

further recommended that the metropolitan governments should 

provide larger quotas for these staples at higher guaranteed 

priees. The Moyne Commission thus stressed agrarian reform and 

had little faith in the development of non-agrlcultural actlvl

ties. However, the fact that the producers of staples were being 

offered a guaranteed market for their output removed any lncen

tlve they might have had for the recommended deversiflcatlon of 

productlon. 

Lewis on the other hand argued that the reorganization of 

Caribbean agriculture could only be achieved lf at the same tlme 
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other industries were being developed. The non-agricultural 

sect ors would be required to absorb the surplus labour released 

from agriculture while a more efficient agriculture would ensure 

a supply of food for the workers in industry as weIl as an add

itional market for the output of these workers. The main emphasis 

was the establishment of a viable manufacturing industry on the 

basis of import-substitution and export-creation and this could 

best be done by inviting foreign entrepreneurs who would bring 

to the islands capital, skills and established external market

ing outlets. The local governments were therefore to concentrate 

on incentive schemes that would attract these entrepreneurs to 

the region. Moreover, the region should be integrated in order 

that a rational distribution of industries could be effected and 

economies of scale achieved. Finally, steps were to be taken to 

keep production costs down in order that domestic output could 

be more competitive. 

After a decade of 'industrialization by 1nv1tat1on' there 

was 1ndeed a rapid growth of output but the unemployment problem 

remained unsolved. Agriculture was still inefficient and in need 

of reorganizat1on. The manufactur1ng sector required a heavily 

protected domest1c market for its expans10n and 1ts contr1bution 

to the net export earnings of the economies was limited. 81mi

larly, the techniques of production were such as to restrict the 

number of 30bs prov1ded. The share of 1nvestment financed by 

nat10nal sav1ngs in total domestic 1nvestment was still very 

small. In effect the econom1es remained dependent on metropoli

tan capital, entrepreneurship, taste patterns and export demand 

and as a result had no dynamic of the1r own. 
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Recognising some of the defects of his earlier proposals, 

Lewis at this stage recommends first, that techniques more ap

propriate to the factor - proportions àf the reg10n be used; 

second that efforts to improve agricultural efflclency should be 

redoubled; third, that lnvestment out of local savings should 

be encouraged; and fourth, that an lncomes policy should be 

lntroduced with a view to keeping wage lncreases ln line vith 

labour productivity. 

A more rlgorous treatment of the same problem was provlded 

by Seers ln 1963. In hls analysls of the open petroleum economy 

Seers argues that the ma ln contributlon of the export sector to 

the domestic sectors of the economy is ln the form of wages and 

taxes. However, the wage rate ln the export sector tends to be 

high and this wage level is transmltted tbroughout the economy bl" 

the labour unions. This has the effect of retardlng the growth 

of other sectors of the economy. This indeed was one of the per

verse effects of Lewis' :21 industriallzation by invi tatlon" • 

Seers further argued that the trend ln export earnlngs 

and the trend ln wage rates were the key variables in the open 

petroleum economy. He concluded that ln the short-run employ

ment would only grow if the rate of lncrease ln wages were less 

than the lncrease in export earnlngs. Thus Seers, llke Lewis 

(1964) ~plles that an incomes policy is crucial to the solution 

of the unemployment problem in the region. 

However, while the Seers model provldes a clear picture of 

the functioning of this kind of economy ln the short perlod, the 
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treatment of the domestic sectors is not altogether representa

tive of the contemporary Caribbean. The growth of output and 

employment in the model is too rigidly tied to the growth of 

domestic payments of the ex port se ct or of the economy. 

Demas is more concerned with the constraints on transform

ation imposed by the absolute size of a country's population 

and the absolute amount of usable land. He concludes that a, 

balanced and 'fully' self-sustaining growth is only possible in 

a large continental-type economy. This is so because the large 

country will have a wider variety of natural resources and great

er opportunities for real1zing econom1es of scale. A group of 

small countries will thus be better placed to acbieve self-sust

ain1ng growth if they could be 1ntegrated into a single economic 

unit. With respect to the Caribbean tarritories therefore, Damas 

proposes a regional economic and/or political union which would 

make possible the more efficient development of a wider range o~ 

resources. ~le Demas recognises the importance of the instit

utional constraints on the transformat10n of the reg10n, his anal

ysis was centered on the 'natural' structural considerations. 

Best and Levitt on the other hand attempt a more comprehen

sive analysis of the problems of the region. They survey the 

historical experiences of the region since the establishment of 

the slave plantation, with a view to determin1ng to what extent 

the peculiar structural and institutional characteristics inheri

ted from the past have operated against recent efforts at trans

format10n. Their main conclusion is that the relationsbip between 
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the metropole and the hinterland, between the parent f1rm and 

the subs1d1ary, and between the new export sectors and the nation

al economy have changed very l1ttle over the last tbree hundred 

years. The Car1bbean economies, they argue, have cont1nued to 

be passive appendages of the metropol1tan enonom1es. The authors 

suggest that 1t 1s only by break1ng these t1es and localizing 

dec1sion-making that an integral dynamic for growth could be 

developed. 

In the sections that follow we examine the economy of Trin

idad and Tobago in the pos~war period. The theories discussed 

above will form the basis for our evaluation of the problems of 

the economy and attempts at solv1ng these problems in the per10d 

1951 - 65 • 
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CHAPTER II 

THE aIL INDUSTRY OF TRINIDAD AND TOBAGO 1951-65 

One of the ma1n features emerg1ng from our analys1s of the 

Car1bbean reglon 1s that the lndividual economies are dominated 

by one or a few staple export lndustries which function on the 

basis of metropolitan capital, entrepreneurship, technology and 

markets. In the case of Trinidad and Tobagol the predominant 

industry of the post-war period is the petroleum industry. Over 

the years 1951-65 the petroleum sector contrlbuted 29.5 percent 

of the gross domestic product; 37.3 percent of gross domestic 

capltal formation; 36.3 percent of government revenues; 8LD per

cent of domestlc merchandise exports and 37.7 percent of domes

tic merchandise imports. (See Table II) 

This chapter deals with the accounts of the petroleum in

dustry in Trinidad, our main concern here are those aspects 

which are important ln determlning the role played by the indus

try in the development of the island economy. Thus the composi

tion of gross output, of value added and of total receipts; the 

structure of lnvestments; and contrlbution of the industry to the 

national capacity to lmport are examined below. A brief sketch 

of the international petroleum industry is contalned in Appendix ~, 

whlle Appendix 2 consists of background material on the structure 

and growth of the domestlc industry. 

1. For the sake of convenlence Trinidad and Tobago will 
subsequently be referred to as Trlnidad. All values 
are in T.T. dollars unless otherwlse specifled. The 
conversion rate is at present approximately $1.00 U.S.
$1.86 T.T. 
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Table II 

Contribution of the Petro1eum Sector to the 
Domestic Economy of Trinidad and Tobago 

(Percent) 

A E C D 
GDP GDI Government Merchandise 

Revenue Exports 

1951 29.9 43.8 38.1 78.3 
1952 28.6 40.3 39.8 78.5 
1953 31.4 40.9 37.5 77.4 
1954 29.2 41.7 35.3 75.1 
1955 29.2 37.3 37.1 76.2 
1956 33.6 40.5 37.8 79.2 
1957 36.0 41.4 45.0 82.6 
1958 32.4 36.7 44.2 82.4 
1959 32.7 42.3 38.1 83.6 
1960 30.4 37.9 35.2 82.4 
1961 30.0 33.2 36.6 85.2 
1962 29.0 36.3 36.8 85.3 
1963 27.6 35.1 33.6 82.0 
1964 26.5 33.8 32.2 83.6 
1965 24.2 35.3 29.6 83.0 

1951-65 29.5 37.3 36.3 81.0 

Notes and Sources: 

CA) Gross Domestic product See Table 3-13 

(E) Gross Domestic Investment See Table 3-20 

(C) See Table 3-15 

(D),(E) These 1nclude crude oil imports. Source: 

E 
Merchandise 

Imports 

29.8 
29.2 
27.6 
26.2 
25.0 
25.4 
24.5 
28.2 
29.3 
31.6 
45.6 
44.9 
45.9 
49.6 
48.4 

37.7 

Overseas Trade, C.S.O., C~vernment of Tr1nidad and 
Tobago • 
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Gross output 

The growth and composition of gross industry output over 

the period 1951-65 is presented in Table 3-1. The most notable 

feature here is the fast growt!V~tdustry output. Gross output 

rose from $202.7 million in 1951 to $795.2 million in 1965. This 

represents an annual rate of 10.3 percent per annum. 2 

One reason for the rapid growth of gross output was the 

expansion of the refining of imported crude oils. The influence 

of these intermediate purchases of crude oil on the growth of 

gross industry output is clearly seen in Figure I. PUrchases of 

imported crudes as a proportion of the gross value of industry 

output first declined from 32.2 percent in 1951 to 21.5 percent 

in 1957, but then increased rapidly in the years that followed. 

By 1965 approximately 50 percent of value of gross output repre

sented the purchase of foreign crude oil. 

By deducting the value of imported crude oil from the value 

of industry output a more realistic picture of the industry's 

performance is obtained. Growth trends are provided in Table III 

which also shows the close similarity between the trend of output 

exclusive of imported crude oil, the trend of crude oil produc

tion and of value added. 

2. AlI growth rates are compounded rates except where 
otherwise stated • 
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Table III 

Comparative Rates of Growth 

Gross Output Gross Output Crude 011 Value 
(exc1ud1ng Production Added 
crude 011 

Averase srowth 1mports) 

1951-54 6.3 4.6 4.3 8.6 

1955-57 22.6 27.2 16.9 30.6 

1958-61 13.9 5.6 7.1 7.0 

1962-65 5.3 -0.7 -0.9 

1951-65 10.3 5.9 6.3 8.2 

Source: See Tables 2-3, 3-1 and 3-3. 

Local and Fore1sn Content 

From the data prov1ded we may also determ1ne the fore1gn 

and local content of gross output. Here foreign content 1s de

f1ned to inçlude 1mported crude 011 and other materials, profit 

after tax and depreciation. Local content 1s comprised of wages 

and salaries, payments to local government, local material pur-

chases and other local payments. This is illustrated in Figure 2. 

The foreign content is large because of the heavy importation of 

crude oil, the capital-intensive nature of production and the 

need to import capital goods, and the outflow of funds resulting 

from the foreign ownership of the industry. Whereas crude oil 

purchases grew faste st after 1957, the growth of other foreign 

payments was most pronounced in the period 1951-57. In 1951 
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foreign payments other than payments for crude oil accounted 

for 35.5 percent of total output. By 1957 the proportion had 

increased to 46.7 percent. In subsequent years this proportion 

declined continuously, reaching 24.2 percent in 1965. 

The local content of gross output was not only small but 

declined relatively in the period under review. As a proportion 

of gross output local payments declined from 32.3 percent in 

1951 to 26.1 percent in 1965. These figures, however, are aome

what misleading because they reflect the large increase in the 

~mportation of crude oil fer processing in the years following 

1957. In fact local payments by the industry grew from $65.7 . 

million in 1951 to $208.2 million in 1965; this rate of increase 

of 12% per annum exceeds the rate of increase of gross output. 

If crude oil purchases were to be excluded from the value of 

industry output, there is a noticable increase in local content 

particularly after 1957. 

We may further compare the composition of the output of the 

mining sector with tbat of the refining sector. Table 3-2 pro

vides data for the years 1961-62. In this period 34-38 percent 

of the gross output of the industry originated in the mining 

sector. The local content of mining output averaged 60 percent. 

The refining sector on the other band contributed 62-66 percent 

of industry output, but the local content of the gross output of 

this sector averaged only 30 percent. 

The following conclusions may be drawn from this output 

structure: 
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In the first place, the fact that the local content of the 

gross output of the industry is not large suggests a weak link

age between the petroleum sector and the rest of the economy. 

Moreover the linkage that is effected operates primarily through 

payments to labour and payments to government in the form of 

taxes. Purchases of local materiale accounted for lees than 

3 percent of the value of gross output over the fifteen year per

iod; while payments to contractors were approximately 5 percent 

of total output. These proportions would be even smaller if the 

foreign content of domestic purchases by the industry could be 

deducted. 3 

Secondly, it is evident that the growth of gross output of 

the mining sector generates a greater degree of expansion in the 

domestic sectors of the economy than doeaars1milar rate of growth 

in the refining sector. To the extent that the expansion of the 

petroleum industry ie based on the processing of imported crude 

oil, the impact of the industry on the rest of the economy will 

be rather small. 

Value Added 

The 'value added t by the petroleum industry is an important , 
component of the national income of the country. In Table III a 

close correlation between the trend in crude oi1 production and 

the trend in the value added by the industry was observed. This 

3. The foreign content has been calcu1ated at 25.3 percent 
for construction, 24.5 percent for manufacturing, 13.8 
percent for transportation, and 16.0 percent for se"rvices. 
See A. Francis U!nter-Industry Relations in Trinidad and 
Tobago", C.S.O. Research Papers, No. 2, 1966 p. 72. 
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similarity is explained by comparing the value added by the min

ing sector with the value added by the refining sector in respect 

of indigenous crude oils. 4 This was done for the years 1961-62 

in Table IV. The data .. 1ndicate that the value added 1n this per

iod was five times as great for m1ning as it was for refining and 

that growth of the 1ndustry as a whole 1s la~gely determined by 

the growth of local oil min1ng act1vity. 

011 mining 

Refining 

Total 

Table IV 

Value Added from Mining and Ref1ning 

Inaigenous Crude Oil 

1961 

$mn af $mn f:1 

'1S5.8 82.5 207.2 

39.5 17.5 33.9 

225.3 100.0 241.1 

Source: See Table 3-2 

1962 

% 

85.9 

14.1 

100.0 

The composition of value added in the period 1951-65 is 

given in Table 3-3. Here we may note the dec1ine in the share 

accruing to the local economy: wages and salaries and government 

taxes. In 1951 wages and salaries was the largest single item 

in value added and accounted for 29.1 percent of the total. By 

1965 this proportion had declined to 23.3 percent. Similarly, 

4. To obta1n the value added deriving from the min1ng and 
refining of indigenous crude oil a proportion of the 
total value added~y the refining sector equal to the 
share of indigenous crudes in total refinery throughput 
1s added to the value added by the mining sector. 
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payments to the local government as a proportion of the total 

fell from 23.6 percent in 1951 to 21.5 percent in 1965. On the 

other hand depreciation provisions increased from 21.2 percent -

of value added to 28.3 percent in 1965, while the share of indus

try profit also moved upwards although somewhat erratically. 

In the sections that follow we examine the trends in labour 

payments, depreciation provisions and the distribution of gross 

profits between the local government taxes and the companies. 

Parments to Labour 

The trend in payments to labour is influenced by the move

ment of the two components, the level of employment and the level 

of wage rates. Table V compares the trends in labour payments, 

money wage rates, and employment. In the period 1951-65, payments 

to labour increased by l43_percent, money wege rates by 248 percent, 

while there was a 10 percent decline in the number of persons 

employed. 

From Figure 4 three distinct phases cen be observed. In the 

period 1951-54 money wage rates and employment were both increas

ing, money wage rates rising by 31 percent and employment by 24 

percent. As a result payments to labour increased substantially 

(48 percent). During the period 1955-61 money wage rates rOse 

by 70 percent but there was an absolute decline in employment of 

29 percent. The increase in payments to labour was 24 percent. 

Employment remained constant in the third period, 1962-65 
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wh11e there were major increases in the money wage rate. In 

th1s per10d money wage rate grew at a rate of 15.2 percent per 

annum mak1ng poss1ble an 1ncrease of 20 percent 1n respect of 

labour payments. 5 

The trend 1n the money vege rate 1s also 1mportant because 

of the poss1ble effect of wage 1ncreases on the level of employ

ment. The tendency for wege 1ncreases to exceed the r1se in 

labour product1vity would under normal cond1t10ns 1nduce the 

subst1tut10n of cap1tal forkbour. In F1gure 5 money wage rates 

are plotted aga1nst labour product1v1ty. The relat10n between 

wage rates and product1v1ty 1s exam1ned 1n terms of the tbree 

per10ds 1951-54, 1955-61 and 1962-65. Dur1ng the f1rst period 

the money wage rate grew much faster than labour product1v1ty. 

The fact that employment also increased at this time May be 

attr1buted to the rise 1n 1mport pr1ces (22 percent between 1951 

and 1954) and restrict10ns 1mposed on the use of fore1gn eXChange. 6 

During the second per10d the increase 1n labour product1v1ty 

exceeded that of the money wage rate. The d1vergence was most 

pronounced 1n 1955-59 when there were major reductions 1n the 

number employed as well as a sign1f1cant growth of 1ndustry out

put. Moreover, the average pr1ce of 1mported capital goods de

cllned (See Table V) thereby fac1l1tat1ng the substitut10n of 

machinery for labour. 

5. The index of money vege rates relates to minimum vage 
rates for certa1n spec1fied categories of manual workers 
on time rates only. These rates appear to have r1sen 
much faster than average earnings in th1s per1od, hence 
the relatively slower growth of labour payments. 

6. The postwar dollar convert1bility problem was only eased 
1n:.1958 vith the removal of restrictions against certa1n 
foodstuffs and machinery 1mports. 
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Table V 

wa~esi Empl0ament, Produetivity and Import Priees 
pe ra eum.In ustry.of Trlnida~and TObago 1951-65 

Index 1951=100 

Money Employment Payments Labour Priees of 
Wage To Produetivity Imported 
Rate Labour Capital Goods 

100 100 100 100 100 
105.4 103.8 115.8 101.3 104.3 
129.5 118.2 132.0 109.6 113.4 
130.9 123.9 147.8 103.7 122.0 
133.7 123.9 164.3 119.9 123.1 
154.5 104.4 170.9 191.7 126.3 
155.2 101.9 179.8 248.9 115.4 
168.8 101.2 186.0 246.4 112.8 
168.8 98.2 191.2 283.1 113.0 
209.6 95.0 196.3 296.6 138.6 
227.9 89.3 202.9 342.9 
227.9 88.7 201.8 351.6 
279.6 89.3 203.7 355.5 
304.2 88.0 222.1 365.6 
347.7 90.6 243.0 335.5 

- No data ava11able 

Source: ~uarterl~ Economie Report, C.S.O.,Government of 
Trinldad and Tobago. 

Annual Statistieal Digest, 
Trinidad and Tobago . 

C.S.O., Government of 
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In the third period labour productivity remained relative

ly constant while money wage rates soared. Employment, however, 

was v1rtually unchanged. Priee ind1ces of imported capital goods 

are not available for this period but 1n all appearances priees 

must have 1ncreased. 

The labour policies of the 1ndustry however can not be fully 

explained by the relative movements in domest1c money wage rates 

and labour productiv1ty. The polic1es of the parent compan1es 

are also of paramount importance. From the second half of the 

1950·s the members of the international cartels (to which local 

compan1es are affi11ates) experienced great difficulty in mani

pulating the market for petroleum. (See Append1x I). The reaction 

of these compan1es to stiffen1ng competition and declining prof1t 

margins has been to adjust the structure of production 1n order 

to reduce costs. Production techniques became even more auto

mated and employment declined. In the Un1ted states, Standard 

of New Jersey increased sales by 74 percent and net income by 

27 percent while cutting back employment by Il percent between 

1950 and 1960. Socony-Mobil similarly succeeded in reducing its 

labour force while sales returns showed an increase of 60 percent. 

Gulf 011 Corporation doubled sales over the ten - year per10d 

with no increase whatever in the labour force. 7 The absolute re

duction in the labour force facilitated the granting of wage 

increases by reduc1ng the share of the wage b1ll in total costs 

and raising the level of labour productiv1ty. 

The transmission of these developments to the Trinidad 

7. Harvey O·Ccnnor, World Crisis 1n Oil, op.cit. p. 5. 
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operat10ns of the 1nternat1onal 011 compan1es was 1nev1table 

for several reasons. F1rst, the local 1ndustry has been trad1-

t10nally dependent on the parent compan1es for 1ts technology; 

secondly local product1on costs were already hlgh by 1nternat10n

al standards; thirdly the 1ncent1ves offered by the local gov

ernment prov1ded for duty-free 1mportatlon of capltal goods and 

for very l1beral prov1s10ns for capital eonsumpt10n allowances; 

and fourthly, a strong labour un10n had developed loeally and 

had patterned 1ts outlook after the North Atlantic counterparts 

to whieh it 1s affll1ated. 

The persistent depress10n of petroleum priees dur1ng the 

1960 l s further re1nforced the determinat10n of the eompan1es to 

reduee costs by reduc1ng employment. In recent years drastlc re

duct10n 1n employment vas averted only by the 1nterventlon of 

the local government. A dec1s1on was taken 1n September 1968 

whereby government approval vas made mandatory before the com

pan1es could make further reduct10ns in the labour force~.· At 

the sarne t1me, the wage 1ncreases negotiated ln collect1ve 

barga1n1ng agreements were be1ng subjected to closer scrut1ny.9 

The labour unions however are un11kely to be willing to go along 

v1th a po11cy of vage restra1nt 1f the lncreases in vages for

gone are in fact converted 1nto lncreases 1n the rem1ttab1e pro

fits of fore1gn-owned companles. As for the compan1es the op

portunity cost of retaln1ng redundant labour 1s' undoubtedly 

greater for a pr1 vate company than for a pub11cl1~pwned: - concern 

8. Draft Third F1ve Year Plan 1969-1973. Government Pr1nt
ery) Trlnidad and Tobago. 1968. 

9. To effect this the Industrial Stablllzation Act was 
passed 1n Apr1l 1965. 
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especially when the unemployment problem of the economy is 

acute. Under these conditions the government is likely to be 

required to play a more active role in the industry tban bas 

been considered necessary in the past. 

Depreciation 

The provisions relating to the depreciation of fixed cap

ital are contained in the Income Tax (In Aid of Industry) Ordin

~, enacted in 1950 and revised in 1955. The Act provides for 

general allowances to àll industries in respect of expenditures 

on industrial buildings, plant and mach1nery. Companies are 

granted an initial allowance of 10 percent and an annual allow

ance of 2 percent of the cost of expenditures on industrial 

buildings, wh1le the allowance for plant and mach1nery is 40 

percent initially and annual allowances range from 10 percent 

to 33 1/3 percent of the depreciated value of the assets. 

In addition there are two major provisions wh1ch refer spe

cifically to the petroleum industry. The first is the submarine 

well allowance wh1ch applies to individual offshore wells and is 

calculated on the gross value of production at well head. The 

allowance was fiXed at 10 percent for the period 1956-60; 15 

percent for 1961-65 and 20 percent for 1966-82. As: an alterna

tive to the percent age depletion allowance, the company may 

capitalize the expenses of exploration in which case the regula

tions provide for an initial allowance of 10 percent and a 20-

year period over wb1ch the balance is to be written off. The 

allowance may not exceed 40 percent of the charge able incame 
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accruing !rom each well before the deduction of the ca.pi talized 

expenses or the submarine well allowance. 

The second important provision relates to the treatment of 

'intangible development costs'. These represent expenditures on 

items without salvage value which have been incurred in the 

search for oil and gas. Although these are technically develop

ment expenditures which would normally be capitalized and writ

ten off over a number of years, the companies are allowed to 

treat the expenses as current costs of operations which are de

ductible af'ter complet ion of the first producing welle Refer

ring to this arrangement, the Oil Commission of 1963-64 commented 

that flthe oil companies apparently treat the whole of Trinidad 

and the surrounding waters as being one petroleum province (or 

source) and consequently treat all current intangible development 

costs as deductible expenses. fllO 

Depreciation allowances increased from $19.8 million in 

1951 to $80.4 million in 1965. This was a rate of growth of 

10.5 percent per annum. Tables 3-4 and 3-5 show the relation

ship between depreciation provisions and gross fixed capital 

formation in the industry. Depreciation allowances varied between 

55 percent and 90 percent of gross fixed capital formation and 

were approximately 73 percent of the aggregate for the per10d as 

a who le. Allowances were heaviest in the case of oil well drill

ing and averaged 80.5 percent of capital formation in this acti-

10 • Report of the Commission of Enguir~ into the 011 
Industry of Trin1dad and Tobago 19 3-64. Andre Deutsch 
Ltd., London 1964, p. 49. 
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vity. Al10wances for other activities (main1y refinery expansion) 

covered approximate1y 64 percent of capital formation. 

One effeet of high depreciation al10wances has been to 

increase the profltabllity of investment in the industry. In 

the period 1951-65 the ratio of net profits to net investment 

was on average 3.7:1. This appears quite favourable when compar

ed with Venezuela where the emphasis of the industr,y has been on 

the more profitable crude oi1 production activities. The ratio 

in that country Was 4.4:1 in the period 1950-60. 11 

Liberal depreciation a110wances and other incentives are 
-

general1y provided by governments to attract capital to particu-

1ar industries in the first instance and to provide an extra 

source of savings with which to undertake further expansions. 

The economy as a who1e benefits directly from the local purchases 

and payments of the industry and lndirectly from the flow of 

company savings to other sectors through local f1nancial institu-

tions. 

The benefits accruing from such policies are however limited. 

First, as was observed ear1ier, the local content of petroleum 

output is not only small but has been declining. Moreover this 

tendency is aggravated by incentive legislation which~encourages 

the substitution of capital for labour by reducing the cost of 

imported capital goods. Secondly, the reinvestment of profit is 

influenced by the profitability of the local afflliates in rela

tion to all other international interests cf the parent company • 

11. See C. Issawi and M. Yeganeh, Economies of Middle 
Eastern Oil, Faber and Faber, London 1962, pp. 188-189. 
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Capital consumption allowances May bave to be exorbitant if a 

constant flow of investment funde is to be attracted from the 

international companies. 

Thirdly, the benefits accruing to the local economy are 

restricted to the direct disbursements of the petroleum sector 

since the local petroleum companies do not invest in industries 

other than petroleum, and since the flow of funds through the 

financial institutions is very small. Most of the international 

transactions of the companies are cleared at thei~ metropolitan 

head offices and the companies are not required to retain in the 

terr1tory any capital 1n excess of tbat needed to meet current 

cash commitments. 

The granting of l1beral depreciation allowances to the 

petroleum sector 1n effect represents a transfer of sav1ngs trom 

other sectors of the economy to the petroleum sector. S1nce the 

feedback from the petroleum sector is l1mited, 1t can be argued 

that one of the effects of the incent1ve programme bas been to 

re1nforce the lops1dedness of the economy by perpetuat1ng its 

re11ance on petroleum. 

Distr1but1on of Taxes and Prof1ts 

The shar1ng of prof1ts between the local government and 

the producing companies bas been one of the thorny problems of 

the 1nternational industry. Comment1ng on this conflict Ed1th 

Penrose wrote: 

"The proport1on of 1ts profit tbat a company will be 
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willing to give up, depends on its estimate of the cost 
of meeting the governments final demands compared with 
the cost of resisting them, up to the point where the 
loss in either case makes the business unprofitable ••• 

••• The demands of the government will depend on the loss 
it believes it can inflict on the company by not givlng 
or by cancelling the concession under negotiation, that 
is, on its estimate of the value of the concession to 
the company, or on the amount i t thinks the company will 
be prepared to give up in order to avert political dis
turbances and to maintain politica1 goodwill."12 

Governments of producing countries obtain their oi1 revenue 

from a combination of the following sources; the ownership of re

sources from which is derived bonuses, rents and royalties; the 

ownership of property, in which case there will be profits; and 

the system of income taxes. Whereas the specifie terms under 

which oil companies contribute to government revenue vary from 

country to country, the concept of 50:50 profit sharing has 

become a general standard (implicit or explicit) for eva1uating 

the equity of the fiscal obligations of these companies. The 

concept was pioneered in Venezuela by the Law of Hydrocarbons 

of 1943 and a SUbsequent ammendment of 1948, and has since been 

accepted in diverse forms by most of the oil-producing states 

tbroughout the ~orld. The fundamental principle underlying the 

profit-sharing agreements is that the government's share of the 

net value of output (i.e. the gross value less cost of production) 

should at least be equal to the after-tax profits of the compan-

12. Edith Penrose, "profit-sharing between Producing 
Countries and Oil Companies in the Middle East '1 E.J. 
1959, pp. 240-41. 
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13 ~J, ies. Indeed the terms of the O~P.E.C. agreement in 19~ 

stipu1ated that royalties were to be rexpensed' as a cost of 

production and therefore were not to be inc1uded in the computa

tion of the 50:50 sharing arrangement. 14 

Since a11 the companies operating in Trinidad are foreign 

owned, the oi1 revenues of the ~overnment are derived from its 

ownership of crude oi1 resources and from taxes on company in

come. For the period 1951-65 total government receipts from the 

industry amounted to $671.6 million of which 58.6 percent came 

from direct taxes and 32.3 percent from royalties. Other pay

ments (i.e. customs duties, harbour dues, oil impost and other 

misce11aneous payments) were just over 9 percent of the total. 

Income tax has been assessed on the basis of 40 percent of. total 

taxable earnings of the companies for the period 1951-62 and 

42 1/2 percent from 1963 onwards, wh11e royalty rates have been 

10-12 1/2 percent of the field storage value of net crude oi1 

produced. 

The re1ationship between government oi1 revenues and in

dustry profits is smwn in Table 3-6. Direct taxes as a propor

tion of gross industry profit (before taxes) varied between 20 

13. The Organisation of Petroleum Exporting Countries (O.P. 
E.C.) was formed in September 1960 by representatives 
of the main oi1-producing countries in the Middle East 
and of Venezuela for regu1ar consultation a~ongst its 
members wi th a view to co-ordinating and "'/unifyihg the 
p01icies of its members. 

14. Draft Report of Ministry of Petr01eum and Mines, 1966 
Government of Trinidad and Tobago, 1966 • 
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percent and 50 percent of the total and averaged 29.6 percent 

in the period 1951-65. Total payments to government as a pro

portion of the net surplus of the industry (i.e. net profits 

plus total payments to the local government r fluctuated between 

30 percent and 60 percent with an average of 41.6 percent for 

the period as a whole. This ratio appears to be 10w in compar

ison with the Venezue1an industry where the ratio has been 

estimated at 58 percent in the period 1950-60.15 

}~ interesting feature of the lndustry ls the absence of 

any posltive correlation between the annua1 percent changes ln 

government 011 revenues and the profits of the lndustry. This 

is Shown in Figure 6. It appears that fluctuatlons ln the net 

earnings of the industry have for the most part been absorbed 

by the companles. A posslble explanation may be found in the 

composltlon of government 011 revenues. Approxlmately 70 percent16 

of total government 011 revenues ls recelved from the mlnlng sec

tor of the lndustry. However the price of crude petro1eum ls an 

admlnlstered priee and has been maintalned at a relatlve1y stable 

level throughout the perlod.(See Table 3-8) 

Product prlces, on the other band bave been more vulnerable 

to market forces and bave fluctuated more wide1y than crude 011 

prlces. A large proportlon of the reflned products however has 

conslsted of foreign oil processed for a fee. The fee is deter-

15. See Issawi and Yeganeh, op.clt. pp. 188-189. The 
figures may not be strlct1y comparable however, 
because of possible differences ln the treatment 
of certain items for lncome tax purposes. 

16. This is based on data for only two years, 1961 and 1962. 
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mined without the collaboration of the local government and is 

intended to coyer the cost of refining and a small profit mar

gin. Government revenues from this source as a result may also 

be expected to be relatively stable. 

In recent years the local government has shown increasing 

concern vith the level of its oil revenues. In this connection 

special attention is to be paid to the level of domestic pro

duction, and the priees both of crude oil and refined products, 

as well as the system of incentives and the processing fee 

arrangement. These considerations under11ne the significance 

of the proposal to participate actively in the industry by the 

establishment of a publiclj. .. owned petroleum company. 

Capital Formation 

The pattern of capital formation in the industry is 

illustra.ted in Table 3-4. Total gross fixed capital formation 

in the period 1951-65 vas $1,057.8 million, of which oil well 

drilling constituted 52.4 percent, plant and fixed machinery 

40.9 percent and roads, bridges and buildings 6.7 percent. 

In the case of oil well drilling most of the expansion 

occurred during the 1950·s. In this period investment expend

itures grew at a rate of 15.3 percent per year. In SUbsequent 

years investment expenditures stagnated as the footage drilled 

by local companies declined. (See Appendix 2) 

The shift in drilling operations to marine areas towards 

the end of the 1950's resulted in a major change in the structure 
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of investment costs. It has been estimated that the co st per 

foot of dr1lling in the marine area exceeds the cost of land 

drilling by a ratio of 3.5:1.17 Tbus, whereas in the period 

1963-65 the total footage drilled in the marine area was ap

proximately 27 percent of the industry total, marine drilling 

must have absorbed more than 50 percent of total drilling expen

ditures. 

Investment in plant and fixed equipment went mainly into 

the expansion of processing facilities~ Whereas investment in 

drilling grew fastest between 1951 and 1959, the extensions to 

the refineries were concentrated in the period 1957-65. This 

pattern of capital formation in the domestic industry has been 

similar to that observed in the case of international majors in 

the period under review. A recent survey bythe Chase Manhattan 

Bank suggests that the developing oversupply of crude oil since 

1957 was one of the factors compelling international companies 

to concentrate on the marketing side of the industry. Thus in 

1957 investment in marketing, transportation and refining were 

46 percent of the total foreign petroleum capital expenditures 

of U.S. companies, and by 1964 the proportion had increased to 

64 percent.1B 

Expenditures on roads, bridges and buildings formed a very 

small part of total investment outlays. This has been due to the 

17. Data derived from unpublished government source • 

18. Balance of Fayments of the Petroleum Industry, Chase 
Manhattan Bank N.A. 1966, p. 7. 
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limi~ed physical area of the territory, the concentration of 

the industry in specifie regions, and the already existing 

network of roads wb1ch bas made access ta the mining are as 

relatively easy. 

Ta derive the net capital formation of the industry we 

deduct the provisions for depreciation. Total net capital form

ation in the period 1951-65 was $285.0 million which was approx

lmately 30 percen~ of the gross total. Because of the higher 

allowances in respect of drilllng expenditures, net lnvestment 

ln drllling constltuted only 37.2 percent of total net capltal 

formation while net investments ln plant, equipment and build

ings accounted for more than 60 percent. 

As regards the financing of gross capital formation by 

the industry, the high level of depreciation provislons bas 

already been mentioned (see Table 3-5). Gross capital formation 

accounted for approximately 58 percent of total industry savlngs 

(i.e. net profits plus depreclation) whereas outlays on net cap

ital formation were just over 27 percent of the net profits of 

the lndustry. 

The decline ln the total footage drilled has continued 

throughout the 1960's. Within recent years two of the major 

companies, British Petroleum (Trinldad) Ltd. and Shell (Trinidad) 

Ltd. have discontinued drilling on the grounds that they have 

exhausted all thelr possible prospects. However, it ia not un

likely that investments in drilling will be accelerated ln some 
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of the 1ess exp10red marine areas. The expansion to ref1n1ng 

capac1ty on the other hand will depend part1y on the growth 

of domest1c crude 011 production and partly on the pol1cy of 

the ref1n1ng compan1es (part1cu1ar1y Texaco) w1th regard to 

the process1ng of fore1gn crude o11s. 

Rece1pts 

The domest1c petroleum 1ndustry 1s almost total1y dependent 

on fore1gn markets for the d1sposa1 of 1ts output. In the per10d 

1951-65, between 92 to 95 percent of gross rece1pts came from 

fore1gn sa1es.(Tab1e 3-7) The greater proportion of these (94.1 

percent) were product sales s1nce most of the 1nd1genous crude 

011 1s processed 10cal1y. Domestic sales accounted for 1ess than 

7 percent of gross rece1pts and cons1sted sole1y of product sales. 

Gross rece1pts 1ncreased at a remarkable rate in this per1od. 

Total sales cl1mbed from $171.3 million in 1951 to $6bO.1 million 

in 1965, an annua1 rate of growth of 10.4 percent. However, where

as in the period 1951-57 1ncreases in sales receipts resulted 

from the growth of domestic output (See Append1x 2) as well as 

from a rise in priees, in subsequent years the primary factor-'was 

the increase in production. Table 3-8 records the movements of 

crude petroleum and product priees. Petro1eum priees rose to a 

peak at the t1me of the Suez cr1s1s in 1957-58 and then decl1ned 

continuously. However the fall in priees was 1ess severe in 

respect of the heav1er o11s which form the bulk of domest1c pro

duction. The domest1c 1ndustry therefore appeared to have escaped 
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the full impact of th1s priee trend. 

There are several 1nfluences on the priee at wh1eh domes

tic output 1s solde Wh11e regular off-shore sales and sales to 

loeal marketing organizations tend to reflect the postings at 

the Caribbean exporting centres (1.e. Curacao and/or ArUba), 

internat10nal product or refinery eapac1ty exchanges are not nec

essarily based on Caribbean postings and may refleet the h1gher 

priees of the U.S. Gulf Coast area. On the other band sales to 

a number of trad1t1onal markets in the Car1bbean are normally 

transaeted directly from Trinidad and are therefore relatively 

free of interference from aff11iated international marketing 

offices abroad. Sim1larly, w1 th regard to bunker sales special 

arrangements apply, the priees 1nelud1ng part of de11very charges 

for lighterage to anchorage. Finally, special pr1ees are com

puted for each type of partly refined product, while produets of 

inferior qua11ty are sold at a discount below posted levels.19 

The most s1gn1f1eant changes in the direction of petrole~ 

exports were the sharp increases in sales to the United states 

and the European Common Market and the declin1ng 1mportance of 

Caribbean and Latin American markets and bunker sales. ('Table 3-9) 

Exports to the Un1ted states grew at an annual rate of 

31.3 percent dur1ng the period as a result of which the propor

tion of domestic exports going to this market area increased fram 

2.7 percent in 1951 to 31.2 percent in 1965. Most of this 

19. See Report of the Commission of Engu1~ 1nto the 
Oil Industry of Tr1nidad and Tobago 1~3-l964, op.cit 
PP. 28-29. 
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expansion was effected after 1956 and has been associated with 

the purchase by Texaco of the British firm, Trin1dad Leasholds 

Ltd. The importance of the marketing outlets of the internation

al companies is further illustrated by the fact that petroleum 

consumption in the United states has increased at a rate of 3 
20 percent per annum for the last decade or more. For sim1lar 

reasons there was a decline in exports to the United Kingdom 

after 1956. Sales to this market were 25.3 percent of domestic 

sales in 1951, 31.7 percent in 1956 then declined to 11.0 percent 

in 1965. 

Exports to Western European markets also increased rapidly 

during the periode Sales to EUropean Common Market countr1es 

grew at an average annual rate of 46.2 percent while the annual 

1ncrease was 16.1 percent in the case of countries in the EUrop

ean Free Trade Area (excluding the United Kingdom). This level 

of_~expansion was faci1i tated by the remarkable growth of con

sumption in this area since the Middle of the 1950's (12 percent 

per annum).2l Approximately 17 percent of domestic exports 

went to Western European markets in 1965 as compared with 3.6 

percent in 1951. 

Sales to the Ca.r1bbean area and Latin America fell !rom 

29.1 percent of domest1c sales in 1951 to 12.5 percent in 1965. 

Exports to this region have been affected by the relatively slow 

growth of consumpt1on but mainly by the growth of refining cap

acity. (approximately 11 percent per annum in 1956-66).22 In 

20. See World 011: A Short Survey, Central Office of 
Information, London. March 1968, p. 17. 

21. Ibid., p. 20. 
22. ~., p. 26. 
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the Caribbean area, the construction of re~ineries in Barbados, 

Jamaica and Antigua and the expansion of existing capacity in 

Puerto Rico during the 1960's eroded the near-monopoly Trinidad 

petroleum had on these neigbbouring markets. 

The decline in bunker sales has been the most disturbing 

development in the marketing of domestic output. Trinidad's 

importance as a bunkering centre after the war was based on the 

country's membersh1p in the Sterling Area as well as its central 

location within the Caribbean region. However once the post-war 

dollar convertibility problems of the world's trading nations 

were over, Trinidad's importance as a member of the Sterling Area 

was reduced. Similarly the construction of competitive bunker

ing facilities in other territories in the region (e.g. Panama 

and more recently Barbados) has seriously affected the domestic 

bunkering trade. As a result of these developments bunker sales 

increased at the marginal rate of 1.8 percent per annum and its 

contribution to total export sales declined from 20.2 percent in 

1951 to 6.8 percent in 1965. 

The problem of marketing domestic product output is likely 

to become more severe in the future. Although petroleum consump

tion has been growing rapidly in Western Europe, the expansion 

of refinery capacity has also been substantial. It has been es

timated that capacity in tb1s region increased at a rate of 13 

percent per annum in the decade preceding 1966. 23 Extensions of 

capacity can also be expected in other importing regions while 

23. Ibid. - p. 22 
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imports to the U.S. market continue to be restricted. The expan

sion of domestic sales will therefore depend to a large extent 

on the share of regional markets controlled by the international 

companies operating in the terr1tory as well as their global mar

keting polic1es. 

National Capac1ty to Import 

In th1s section an attempt is made to evaluate the 'real' 

national fore1gn income of the petroleum sector. This index is 

important firstly because the trad1tional openness of the econo~ 

has made it extremely sensitive to changes in 1ts foreign pur

cbasing power; secondly, becauae the petroleum sector is the 

major source of fore1gn ex change for the national economy; and 

thirdly, because the complete al1enat1on of ownership of the 

industry has meant that a sizeable share of its income flows 

abroad as payments to fore1gn factors of production. 

The index used for the present purpose 1s the "national 

capacity to 1mportfl24 which is an adaptation of the more famil1ar 

24. See Lloyd Best and Kar1 Levitt, "An Ideal Type Account
ing Framework for the Study of Car1bbean Economy," 
Report of the Second Conference of Commonwealth Car1b
bean Government Stat1sticians, Georgetown, Guyana. 1968. 

. . also by the sarne authors flExternall$ Fro~el-
ied Growth and Industr1alization in the Cari~ean, 
Montreal, 1969. (unpublished). This measure has been 
appl1ed to the Tr1nidad economy by Gerard H. Dedeystere, 
"Some Measures of the National Capacity to Import", McG1ll 
University, Montreal, 1968. (m1neo)~ 
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25 "income terms of trade". To derive the national capacity to 

import we deduct from the gross value of exports all imported 

intermediate inputs as well as foreign payments in respect of 

profits, depreciation, management fees., rents and remitted 

salaries. Er adding capital investment inflows to this total 

we obtain the national foreign exchange earnings of the sector. 

The national capacity to import is derived by dividing an index 

of the national export earnings by an import priee index for 

goods other than crude petroleum. 26 

The trend in the na.tional capaci ty to import is presented 

in Table 3-11. Two distinct periods can be observed. In the 

first period (1951-59) national foreign exchange earnings rose 

by 114.5 percent whereas import priee increases were negligible 

(3.3 percent). The capacity to import as a result more than 

doubled. Between 1959 and 1965 however, national foreign ex

change earnings went up only 17~0 percent while import priees 

soared by 35.0 percent. The national capacity to import there

fore declined. In 1959 the capacity to import stood at 207.6 

(1951-100) and by 1965 it had fallen to 179.9 or 13.4 percent -

less. 

25. The "income terms of trade" had been introduced by 
G. S. Dorrance, "Income Terms of Trade" Review of 
Economie Studies, 1948-49. pp. 50-60. It measures 
the 'changes in quantity of imports obtainable trom 
the sale of a countryls exports' and is derived by 
dividing the index of export values by an index of 
the priee of imports • 

26. This measure differs trom the "Current National Cap
acity to Import" used by Dedeystere (See Footnote 24). 
The latter measure exc1udes capital inflows for in
vestment purposes. 
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Since petroleum is the principal source of foreign exchange 

in the domestic economy, a decline in the national capacity to 

import of the industry aggravates the balance of payments posi

tion of the economy and seriously affects the pattern of develop

ment and its financing. These effects will be discussed in great

er detail in the next chapter. 

Summary 

The petroleum sector dominates the Trinidad economy, in 

terms of its contribution to the gross domestic product, gross 

fixed domestic capital formation, government revenues, and 

external trade. 

There were significant increases in the gross output of the 

industry. However, much of this increase was absorbed by im

ports of crude oil for processing while remittance of profit and 

other foreign payments were by no means insignificant. The 

local content of gross output was therefore rather small and the 

linkage between the sector and the domestic economy was limited. 

The growth of value added followed closely the growth in 

crude oil production. This is so because value added in the 

mining sect or is five times as great as in the refining sector. 

Less than one-half of value added in the petroleum industry aC

crues to the local economy and the proportion has been declining. 

Altho~gh there have been major wage increases particularly 

in the 1960's, employment in the industry has declined since 

1951. Increases in payments to labour derive primarily from 
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increases in wage rates. Sim1larly, payments to the local gov

ernment while relatively stable have tended to increase less 

rapidly tban industry profits. Depreciatlon provlslons on the 

other band grew more rapldly than any other item of value added. 

A relat1vely high level of capltal formatlon vas maintained 

throughout Most of the perlod. The main ltems of lnvestment ex

pendlture were 011 well drllling and fixed plant and equipment. 

Drllling investments grew fastest ln 1951-59 while lnvestments 

in plant and mchinery were concentrated in the perlod 1957-65. 

Because of the high level of depreciation provisions net capital 

formatlon vas less than one-third of gross capital formation. 

The lndustry receives Most of its revenues from exports, a 

large proportlon of which is exports of reflned products. The 

general decline in petroleum priees after 1957 has reduced the 

value of the industryls output. However the heavier products 

which form the larger part of domestlc output appeared to have 

been less affected than the lighter ones thus reduclng the lm

pact of the depresslon ln world prlces on the domestic lndustry. 

The natlonal capaclty to lmport of the lndustry measures 

the trend ln the real natlonal earnlngs of the lndustry. The 

capaclty to lmport doubled between 1951 and 1959 but decllned ln 

subsequent years. This trend ln the earnlng: power of the lndus

try has had serlous effects on the growth of the domestlc economy 

and the way lts development ls flnanced. The effect of these 

trends in the sector on the deve10pment of the economy as a whole 

ls the subject of Chapter 3. 
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Chapter III 

The Economy of Trinidad and Tobago 1951-1965 

In our review of post-war econom1c thought in the Car1b

ber:'.n region the central argument hE.s been that the island 

economies are still basically untransformed. The economies 

continue to be dominated by one or a few staple export crops; 

a high degree of openness has'::been maintained; and while fast 

rates of growth have been experienced there still exists the 

problem of rising unemployment. In this chapter an attempt 

is made to determine to '\'lhat extent these conclusions apply 

to the Trin1dad economy over the period 1951-65 and more 

specifically, to what degree the petroleum industry has 

influenced the pattern of gro'\';th in the economy as a whole. 

The dominance of the petroleum industry in the Trinidad 

economy has been described in the previous chapter. The 

petroleum industry was shO'\'ln to contribute a substantial pro

portion of the gross domestic product, gross domestic fixed 

capital formation, general government revenues and domestic 

merchandise exports and imports. 

A high degree of openness has also been a feature of the 

Trin1dad economy. This is indicated in Table VI which shows 

the ratio of exports of goods and services to gross domestic 

product; the ratio of imports of goods and services to gross 

domestic product; the ratio of direct foreign domestic invest

ment to gross domestic f1xed cap1t~1 formation; and the ratio 

of imported consumer goods to total consumption expenditures • 
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The ratios were h1gbast in respect of the first two measures. 

These are compered with eimilar ratios for selected trading 

countries in Table VI'- In terms of i ts dependence on foreign 

markets and foreign supplies ~in1dad appearB to be foremost 

amongst the world's open economies. 

Finally, Trinidad bas been faced with the problem of un

employment et a time of rapid economic growth. Over the period 

1951-65 the gross domestic output increased at the remarkab1e 
1 

rate of 10 percent per yeer.· As a resu1t the gross domestic 

product per capita rose to $1,207.4 in 1965, wh11e the national 

income per capita was 1956.5 in the same year. On the basis of 

these statistlca1 measures2Trin1dad cannot be described as a 

poor country. International comparisons are provided in Table 

VII. However, despite tb1s fast growth of output the rate of 

unemployment bas been increasing since the Middle of the 1950's. 

The ratio of unemp10yed to the total labour force was 9 percent 

in 1955, rose to 14 percent in 1962 and remained at that 1eve1 

for the rest of the periode (See Table 3-12) 

1. In rea1 terms the rate of growth was somewhat slower 
but still re1atively h1gh particu1ar1y during the 1950's. 
In the period 1951-61 domestic output increased at an 
annua1 rate of 8.5 percent whi1e in 1961-65 the rate 
declined to 3.5 percent. See Frank Rampersad, "Browth 
and Structural C~e in the Economy of Trin1dad. and 
Tobago, 1951-1961". Research Papers No. l C.S.O. 
Government of Trin1dad and Tobago. December 1963 pp. 
8?-176; Also Draft Third Five-Year Plan 1969-73. 
Government of. Trin1dad and Tobago. 1968 pp. 21-51 
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Table VI 

Measures of o~enness of the Econo~ of Trinidad 
an Tobago 1951-65 

Xl M2- FP13 MC4 
GDF GDP GDFCF -C-

.. 

1951 79.2 86.0 40.2 46.1 
1952 76.8 84.7 46.6 43.0 
1953 75.8 77.0 32.2 40.7 
1954 73.3 75.4 48.0 39.6 
1955 68.7 75.7 32.6 38.9 
1956 69.0 74.1 40.0 37.1 
1957 69.7 78.4 62.4 36.4 
1958 69.7 76.9 35.6 36.6 
1959 66.3 77.8 45.0 36.1 
1960 65.8 75.7 33.2 35.7 
1961 73 .8 80.7 24.7 31.2 
1962 70.0 79.3 24.8 30.5 
1963 67.8 77.0 36.5 26.0 
1964 73.7 81.2 21.0 28.1 
1965 72.3 84.1 33.0 27.2 

1951-65 70.8 79.0 40.0 33.3 

Notes: 

1. Ratio of gross exports of goods and senvi:eesto gross 
domestic product. 

2. Ratio of gross imports of goods and 5Er~eS to gross 
domestic product. 

3. Ratio of foreign private direct investment to gross 
domestic fixed capital formation. 

4. Ratio of imported consumer goods to total consumpt1on 
expenditures. 

Souces: See Tables 3-13, 3-14 and 3-18 
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Table vrAi 

per Capita Gross Domestic Product and National 
Inco~e; Import and Export Ratios 

Selected Countries 1965 

(#',·U. S. and Percent) 

per Capita Per Capita X 
GDP National GDP 

# 
Income -

.$ 
2!.9 Canada 2',155 1·,824 

Jama.1ca 465 414 39.7 
Puerto Rico 1,086 959 50.8 
Barbado~ 369 357 57.4 
Venezuela 917 745 31.7 
Be1gium 1,583 1,280 41.1 
Luxemburg 1,616 84.0 
Guyana 297 255 61.8 
Mauritius 228 213 51.9 
Trinidad & Tobago 702 556 70.8 

Source: Yearbook of National Accounts Statistics 1967, 
Uni ted Na,tions, New York 1968 . 

21.3 
41.9 
70.9 
74.7 
22.3 
41.'0 
89.1 
64.8 
53.2 
79.0 
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It would appear therefore that the general characterlstlcs 

of the Carlbbean economies outlined above are cleerly discernlble 

in the case of Trinidad • HOi'lever, a cl0 ser examination of the 

performance of the economy in the period reveals the,t some basic 

changes in its structure \'lere bein-:::- effected in the 1960's. 

The period 1951-65 can be divided into two distinct phases: 

the first extending from 1951 to 1959 and the second from 1959 

to 1965. 2 The first period wa~ one of extrQrdinary expansion 

in the economy, the gross domestic product growing at a rate of 

12.5 percent annually. Tne economy slowed down àur1ng the second 

period particularly after 1962, and the growth ra.te fell to 6.7 

percent per annum. (See Table 3-13). The results of our analysis 

suggest that the earlier period was cbaracterized by growth 

2. It hê,S been suggested in Appendix 2 that the growth of 
gross domestic output followed closely the growth of 
production of indigenous crude oil and that four differen~ 
periods could be observed. (See Table 2-2) HO~lever it 
will be sho'\'ln that the trends in 'the major macro-economic 
aggregates indicate two distinct periods. Moreover, by 
using longer time periods we are in,a better position to 
observe the full effects of economic changes in any one 
sector on the pattern of development in the economy as 
a '\'1hole • 
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wi thout transformation, i'1hereas the le_ter period wi tnessed 

consideratŒe~structural transformation. Whether the structural 

changes in the period follo1-iing 1958-60 were due to the slowing 

of the petroleum boom or the commencement of governmental 

development p18~ng is an interesting question. 

Whereas the rate of growth of total output fellin the 

second period, this decline was largely attributable to the 

petroleum sector. The public sector as well as the private domes~ 

tic sectors grew mu ch faster than the petroleum sector and indeed 

faster than the economy as a whole. The non-petroleum industries 

were significantly less dependent on the petroleum industry and 

were thus becoming more propulsive. This can be see from Figures 

7 and 8 i'lhich illustrate the averege rele.tionship between the 

value added in the petroleum sector on the one hand and the value 

added in the government and private domestic sectors on the other. 

The regression coefficient relating the v8.lue added in the public 

sector to the value added in the petroleum sector was 0.23 in 

1951-59 and increased to 1.56 in 1959-65. In the case of the 

prive.te domestic sector the coefficient similarly rose from 1.42 

in the first period ta 4.86 in the second period.3 

3. In the relevant equations the velue added in the petro
leum sector hs.s been trea.ted as the independent variable 
while the. value added in the publiq and~rivate dQmestic 
sectors are . :dependent variables, tSee T"able 17-16) 
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These developments required a series of adjustments in 

the domestic economy. Since the petroleum industry continues 

to be the principal source of foreign exchange for the 

economy as a whole, the sluggish growth of petroleum in rela

tion to the domestic sectors tended to put some strain on the 

foreign balances of the economy. One consequence was that it 

became necessary to draw heavily on foreign exchange reserves 

in the period 1959-65. Whereas in the earlier period large 

Deserves of foreign exchange were accumulated, drawings were 

made trom this !und in the second periode ((See Table 3-14) 

FUrthermore the public sector was forced to borrow 

externally to finance .1ts···development programmes as weIl as 

te service debts previously contracted. Starting in 1962 

major loans were raised by the government in every single 

year. This contrasts wi th the preceding decade when only two 

such loans were negotiated: one in 1951 and a second in 1954. 

Government borrowing was not however restricted to foreign 

sources. Prior to 1959 the government engaged in no interna! 

borrowing whatever. Between 1959 and 1965 internal public 

borrowing accounted for approximately 27 percent of general 

government capite.l expenditures. (See Table 3-15) • 
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A tbird consequence o~ the short age o~ foreign exchange 
4 

has béen a reduction in the propensity to importe In the 

period 1951-59 the marginal propensity to import was 0.33 

while in the period 1959-65 the ratio tell to 0.21; the 

elasticity o~ merchandise imports with respect to the gross 

domestic product declined from 0.76 in 1951-59 to 0.55 in 

1959-65. (See Table 3.16)5 

Fourtbly, there were changes in the composition o~ 
-

commodity imports. Imports of capital goods as a proportion 

of total commodity imports rose;conversely, imports o~ 

consumer goods (including intermediates) as a proportion of 

commod1ty imports declined. This is illustrated in Figure 8. 

During the ~irstp~riod an average of 31.8 percent of merchand-
-
ise imports consisted of capital goods; in the second period 

4. The propensity to import is defined as the ratio of 
imported goods other than crude petroleum to the 
gross domestic product. Unless otherwise specified, 
subsequent reference to merchandise importa will 
assume the exclusion o~ imports of crude petroleum. 

5. All re~erencea to regression and other coe~ficients 
are derived ~rom Table 3-16 • 
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the average proportion increased to 35.2 percent. 

The relative decline of consumer merchandise imports 

resulted primarily from the slower growth of goods other 

than foodstuffs. Indeed the marginal propensity to import 

foodstuffs (including beverages and tobacco) in relation 

to total consumer imports increased from 0.32 in 1951-59 

to 0.35 in 1959-65. The structure of imports had therefore 

shifted in favour of capital goods on the one hand and 

foodstuffs on the other. In all appearances the use of 

foreign exchange fOr the purchase of less essentiel consumer 

items had to some extent been retioned. 

These adjustments maY also be observed by comparing the 

import content of investment and private consumption in the 

two periods. The marginal propensity to import capital goods 

in gross domestic f1Xed capital formation6 rose from 0.39 in 

1951-59 to 0.59 in 1959-65. On the other hand the marginal 

propensity to import consumer gOOds7 fell dramatically from 

0.34 in the first period to 0.14 in the second. 

6. The regression coefficient relating the trend in 
imported capita.l goods to the trend in gross 
domestic capital formation. 

7. Indicated by the regression coefficient relatlng 
the trend in imported consumer goods to the trend 
in private consumption expendlture • 
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Flnally there were changes 1n the compos1t1on and flow of 

domest1c 1nvest1ble funde. f-he marg1nal propens1ty to save 1n 

the household sector rose from 1 percent 1n the f1rst perlod to 

4 percent 1n the second. However, the nat10nal sav1ngs rat10 

(l.e. rat10 of nat10nal savings to nat10nal 1ncome) dec11ned 

from an average of 13 percent 1n 1951-59 to 10 percent 1n 1959-

65 lnd1cat1ng a dec11ne ln pub11c and local bus1ness sav1ngs. 

The lncrease 1n household sav1ngs therefore appears to have f1nanced 

the higher level of 1nvestmant 1n the pub11c and domest1c sectors. 

Wbereas no domest1c funds were mob1l1zed pr10r to 1959, the 

publlc sector borrowed regular1y from domest1c sources 1n the 

per10d 1959-65. W1th respect to the pr1vate domest1c sectorthe 

flow of funds takes place through the flnanc1a.l 1ntermed1a.t1es, 

pr1nc1pally the commerc1al banks. In the early per10d the rat10 

of local assets to total depos1ts averaged only 41.2 percent, 

1nd1cat1ng a substant1al outflow of cap1 tel through the beÏ'lk1:t;lg 

system. In the second per10d the average rat10 of local assets 

to depos1ts rose to 64.2 percent. The growth of personal sav1ngs 

was therefore assoc1ated w1th a reduct10n 1n the outflow of doemst1c 

funds through f1nanc1al 1ntermed1ar1es •. 

In the sect10ns that fol1ow, the performance of the economy 

1s examined 1n greater deta11. The f1rst sect10n deals wlth the 

per10d of petroleum-based growth (1951-59); the second w1th the 

per10d 1n wh1ch the pub11c sector seeks to play an act1ve and 

lead1ng role (1959-65); 1n the th1rd sect10n we seek to examine 

trends 1n employment and the factors 1nfluenc1ng these trends. 
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Petroleum-based Growth: 1951-59. 

The most striking feature of the 1950's was the rapid 

growth of domestic output. The gross domestic product rose 

from $312.1 million in 1951 to $799.1 million in 1959, a rate 

of increase of 12.5 percent per year. (See Figure 9). The 

increase was most pronounced after 1954, the annual rate being 

13.9 percent in 1955-59 as compared with a rate of 10 percent 

in 1951-54. 

This expansion was generated almost tota1ly by the 

petroleum sector. The trends in petro1eum output were discussed 

at length in the preceding cbapter. In the period 1951-59 the 

value added by the petro1eum industry increased at a rate of 

13.7 percent per yeer, which was faster than the increase in 

respect of the economy ~s a who1e. The industry as a resu1t 

increased its share in total value added from 30 percent in 1951 

to 32.7 percent in 1959. 

The fact that the petroleum industry dominated the economy 

implies that any significant change in petro1eum production 

must inevitab1y be ref1ected in the trend in total output. 

However, the influence of the industry on the domestic sectors 

(i.e. the non-petro1eum sectors) depends on the nature of the 

linkages between them. The domestic sectors may convenient1:r 

be arranged into two groups: the public sectors which inc1ude 

genera1 government services, public utilities and other public 
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enterprises; ~md the private domestic sect ors which include 

aIl private industries with the exception of petroleum. The 

correspondence between value added by the petroleum sector 

on the one hand and the value added both by the public sector 

and by the private domestic sector on the other, was very 

high. In relation to the public sector the coefficient of 

correlation was 0.93 while the coefficient was even higher 

with respect to the private domestic sector (0.97). Changes 

in domestic output whether public or private were attributable 

to variations in petroleum output. 

Petroleum and the PUblic Sector 

The relationship between value added in the petrole~~ 

industry (X) and value added in the public sector (y) is 

expressed by the following equation: 

y = 25. 79 + o. 23 X 

The relatively 10\,: regression coefficient indicates that a 

unit increase in the value of petroleum output generated 

only 0.23 percent of a unit increase in the public secter. 

An alternative measure of the rela.tionship bet"\veen petroleum 

earnings and the public sector is given by the equation 

rel~.ting general government revenues (y) to the net export 

earnings of the petroleum industry (X): 

y ::12.18 ... 0.47 X 

Although Seer r s assumptien that aIl goveronment revenue deri ves 

from the petroleum sector in the forro of royalty and tax does 
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not fit the case of Trinidad, it nevertheless appears to be 

the case that central government revenues vary di~ectly with 

petroleum earnings. (Note the correlation coefficient of 
-

0.93). v~reas government oil revenues contributed only some 

40 percent to total government current revenues in this period 

(See Figure 10), it would appear that other major sources of 
- -

government revenue such 8.S personal income taxes and import 

duties increased as expansion in the petrcleum sector generated 

higher domestic income levels and - inequitably distributed -

generated an increase in imports. The regression coefficient 

of 0.47 indicates that an increase of 100 in net export earnings 

1s assOciated:with an 1ncrease of 47 in government revenues. 

The rela.tionship between petroleum net export earnings and 

total government expendi ture s (i. e. current and capital) w Z.S 

very similar to that observed in the case of current government 

revenues. Here the coefficient of correlation was 0.94 while 

the regression coefficient W8.S 0.47. The rea.son for the similari ty 

lies in~e fact that the level of capital expenditures undertaken 

by the government was relative1y low and for the most pa~t financed 

out of the surplUS on current account. (Bee Figures 10 and 11). 

There was no internaI governmenta1 borrowing and very litt1e 

externa1 borro't'iing. The correspondence between revenue and 

expenditures was almost complete • 
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Petroleum and the Private Domestic Sec~ 

The relat10nship between value added by the petroleum 

industry and the pr1vate domestic sector was more impressive. 

In the following equat10n (X) represents petroleum output 

and (y) the output of the private domestic sector. (The 

correlat1on coefficient was 0.98). 

y ~ 51.72 + 1.42 X 

Thus an increase of 100 in petroleum output was associated 

with an increase of 142 in private domestic sector output. 

There is evidently some k1nd of multiplier at work here. 

The response of individual industries to petroleum sector 

growth varied. Growth was fastest 1n the construction sector 

(20 percent per annum) and resulted directly from the major 

expans10ns in the petroleum 1ndustry espec1ally after 1955. 

Next to taxes and labour payments, construction expend1tures 

formed the largest item of costs in the petroleum industry. 

The construction sector however remained relatively small in 

relation to total output; 2.7 percent in 1951 and 4.5 percent 

in 1959. 

The services sectors showed an exceptionally fast rate of 

growth (12.4 percent) 8. This growth, particularly in transport

ation and distribution was symptomatic of increas1ng personal 

incomes as well as the slow growth of domestic co~o.dity-prodùc

ing sectors • 

8. All growth rates cited in this discussion are 
annuel average growth rates. 
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Thus ownership of dwellings-(6.2 percent), agriculture 

(7.5 percent) and sugar manufacturing (7.7 percent) grew 

relatively slowly. 'other manufacturingi however increased 

appreciably (12.1 percent) but consisted primarily of 

industries processing agricultural output. The only new 

industries to appear at this time were textiles and cement. 

The former responded to a high degree of protection and 

similar incentives, while the latter was induced by the expan

sion of the construction sector as well as by incentives 

offered. 

The pattern of growth suggests that there was no basic 

transformation in the periode The petroleum industry became 

even more dominant in total production while the role of the 

public sector was largely one of levelling off the fluctuatioBS 

in petroleum output. (Note pervese trends in Figure 12). 

Private domestic sector expansion was confined mainly to the 

construction and services sectors. The former benefited directly 

from the expansion of the petroleum industry, while the latter 

was stimulated by the growth of incomes associated with the 

booming petroleum sector. It is no exaggeration to say that 

growth of the private domestic sector was derivative and induced 

and th~t Trinldad up to 1959 was a typical petroleum economy • 
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Composition of Gross Domestic Expenditures 

An indication of the pattern of development is also 

9 provided by the composition of gross domestic expenditures. 

(See Table 3-18). These increased from $326.0 million in 

i95l to $827.3 ~111on in 1959, representing an average annual 

rate of increase of 12.8 percent. This is slightly in excess 

of the rate of ~rowth of gross domestic output (12.5 percent). 

Expenditures ()n consumption did not rise as f~.st (11.6 

percent per annum) but the share of eonsumption in total 

expenditure nevertheless remained in the area of 70 to 80 

percent. In 1951 consumption expenditures were 73.7 percent 

of gross domestic expenditures; the proportion increased 

to 78 percent in 1954 before fallins again to approxime.tely 

70 percent in 1959. 

Public consumption expenditures as a proportion of a 

total consumption expenditures remained virtually unchanged. 

In 1951 the prop:;rtion t'las 14.6 percent while in 1959 it 

vIas 14.1 percent. HOi"leVer, public expenditures tended to 

increase relatively in the period 1952-54 at a time when the 

growth of petroleum output appeared to be flagging. Labour 

payments comprised the 18rgest item of government current outlays 

9. This consists of expenditures on consumption 
(private and public), gross domestic fixed capital 
formation and stocks • 
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accounting for 73 percent of the total in 1951 ~nd 77.9 

percent in 1959. 

Private Consumptlon Expendltures 

Private consumptlon expenditures grew at a rate of 11.7 

percent wb1ch was just as fast as the increase ln respect of 

total consumptlon expendltures. Bowever, these expenditures 

exceeded the growth of personal disposab1e incomes. In 1951 

consumption expendltures were 89.4 percent of persona1 

d1sposab1e lncomes wb11e ln 1959 the proport1on was 94.5 

percent. Changes in the pattern of expenditures however were 

not significant although some sb1ft ln expendltures from services 

to foodstuffs and household goods cou1d be observed. Expend1-

tures on food as a share in total consumer expenditures 

increased from 36.3 percent in 1951 to 37.7 percent in 1959, 

wb11e expenditures on durable and non-durable househo1d goods 

increased from 6.3 percent to 9.9 percent. Expenditures on ser

vices corresponding1y dec1ined from 28.9 percent in 1951 to 

25.5 percent in 1959. 

The marginal propensity to import consumer goods 1s 

indicated by the regression coefficient in the fo11owing 

equation. Bere (y) represents imports of consumer goods and 

(X) private consumption expendltures: 

y = 39.31+ 0.34 X 
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The coefficient of 0.34 wou1d have been slight1y higher if 

Imported services were inc1uded. Foodstuffs and manufactured 

goods together const1tuted more than 70 percent of total 

consumer goods imports. (See Figure 14). 

Fixed Capital Formation 

Expenditures on gross domestic fixed capital formation 

grew from $69.8 million in 1951 to $242.6 million in 1959. 

(Figure 15). This represents an annua1 average rate of 
- -' 

growth of 16.9 percent per annum, significantly higher than 

the rate of increase of cQnsumption expenditures. Invest

ment as a proportion of gross domestic expenditures increased 

from 21.4 percent in 1951 tQ 29.3 percent in 1959. 

Fixed capital formation in petro1eum averaged 40 percent 

of total gross investments in the periode The fastest rate 

of increase hOl-lever was in respect of public' sector invest

ments. Here the average annua1 increase was 21 percent, 

resu1ting in a rising share of total gross investments from 

13.1 percent in 1951 to 17.2 percent in 1959. Invest~ent in 

the private domestic sector includins manufacturing and 

agriculture 1agged behind both petro1eum and public sector 

expansion. Investments in sugar manufacturing and in services, 

hOl'/'ever, were re1atively high. (See Fisure 15) 

An interesting feature of the investment pattern in tbis 

period Wé'.s the increase in the share of capi ta.l formation 
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supp1ied from domestic sources. (See Figure 16). Whe~as 

imported capital goods increased at an aver~e annual rate 

of 12.3 percent, capital expenditures against local sources 

of supply grew almost twice as fast, at 22.2 percent per 

annum. This is further seen in the regression series relat

ing expenditures on gross domestic fixed capita.l formé.tion on 

the one hand, to expenditures on imported and local capital 

goods on the other. The m~ginal propensity to use imported 

capital goods in gross domestic capital formation was 0.39; 

whereas the marginal propensity to use domestic capital goods 

and associated services was 2.61. 

The relatively faster groiV'th of 10cal1y produced capital 

goàds ~na sery1cès appears surprising at first view since 

imported capit~l goods beceme cheaper after 1955 on account of 

a genera1 decline in priees, and the subsidies imp1icit in 

incentive legislation ":hich gr~.nted highly favourpb1e terms for 

the importation of such goods as well as by the relaxation of 

restrictions on the use of foreign exchange. lO The explanation 

probe.bly lies in the fact that during this period growth was 

fastest in the construction industry including residentia1 

construction and in public sectors. Investment in both of 

these sectors tends to have a relatively 10w import content. 

10. There was indeed a fast increase in imported 
machinery a.nd transportation eguip:::.ent of 13.7 
percent per annum ref1ecting the growth of 
investment.in petroleum as wel1 as the expansion 
of the transportation and distribution sectors. 
(See LZab1e 3.21) 
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Moreover increases in money wage rates had not reached the 

proportions that characteriZed the 1960's and led to the 

substitution of imported for domestic investment outlays. 

Sources of Funds 

The sources of finance for investment are given in 

Figure 17. Approximately 37 percent of total gross investment 

was financed from domestic savings;33 percent from depreciation; 

and the remain1ng 30 percent from net foreign capital 1nflows. 

Household savings provided the largest share of domestic savings 

(21 percent) with relatively minor amounts coming from public 

sector savings (10 percent) ahd local business aa~ings 

(6 percent). The third source of finance was net foreign 

capital inflows which consisted pr1marily of reinvested profits 

of foreign owned firms. Because large proportions of deprecia

tion:provisions in fact accrued to foreign owned firms and 

are for all practica.l purposes similar to the reinvestment of 

retained earnings of foreign firms, an alternate calculation 

of the contribution of foreign capital in financing gross 

domestic investments can be made. When depreciation of foreign 

owned firms is treated es a foreign capital inflow, the share 

of investment financed externally rises from 30 percent to 60 

percent • 
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However, whereas depreciation provisions and net capital 

inflows together constituted over 63 percent of the finance 

for gross investments in this period, these funds tended to 

be concentrated in the export sectors of the economy. The 

oil and sugar industries alone absorbed 80.3 percent of 

total depreciation provisions and 58.3 percent of net capitel 

inflows. 

The financing of investment by seétors is shown in 

Table 3-22. Three broad categories are used: the petroleum 

sector, the public sector and the private domestic sector. 

The petroleum sector was completely foreign-owned and its 

investments were financed partly by depreciation provisions 

(64 percent) and p8xtly by reinvested profits (36 percent). 

The public sector on the other hand financed itself primarily 

out of surplus on current account. Thus public savings 

covered 66.5 percent of public sector investments; while 

depreciation provisions accounted for another 6 percent and 

internai borrowing for only 5.7 percent - the result of a 

solitary loan in 1959. The residual financing came from 

foreign loans and grants. There was however no net change 

in the foreign reserve position of the government in this 

periode 

The private domestic sector was financed pr-incipally 

from domestic savings. Local business savings contributed 

13 percent; household savings 42 percent; and depreciation 
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provisio ns 15 percent. Net foreign capital inf10ws financed 

the remaining::-30 percent of gross investment of the private 

domestic sector. The ratio of direct foreign investments 

(including reinvested profits) to total investments in the 

sector however was 58 percent which was much higher than that 

in respect of net private capital inflows. This is an 

indication of the phenomenon described as excess borrowing.1l 

A partial illustration of excess borro\'ling is provided in 

Figure 18 ~'lhich compares the trend in gross capital inflows 

into the sector \'li th the net changes in the foreign assets 

of the local commercial b~nks. Except for the years 1955 and 

1958, there we,s an annua1 net outflow of domestic savings 

through the commercial be.nks· totalling some $33 million over 

the periode Moreover the fluctuations in the gross inflow of 

private investment cs.pitr.l Ï'lere associated i'.'i t:a converse move

ments in the external flo"l of investible funds through the 

banking system. This suggests th8.t the net inflow of private 

investment cs.pi t81 \'las much more evenly distributed than 

appears 8.t first glance. 

Balance of Payments 

The main feature of the external account of Trinidad and 

Tobago hê.s been the perpetuaI defici t in current account and 

the corresponding dependence on capital inflOi'ls to balance 

11. Demas, op. cit., p. 64 • 
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this àefici t. 'Vlhereas the ba,lance on visible trade has been 

negative tp~oughout, the balance on. services was positive 

for the perioQ 1951-55. The negative balance in subsequent 

years he,s been associated \vi th sharp increases in the outflo\v 

of investment income. (See Table 3-14). 

Merchandise imports constituted approximately 70 percent 

of total imports of goods and services in this period~2 

These imports rose from ~153.3 million in 1951 to $315.9 

million in 1959, an averêc8e rate of Gro'i'lth of 9.5 percent per 

annum. 

There was a very close ... correspondence between the trend 

in merchandise imports and the trend in gross domestic output 

as indicated by a correlation coefficient of 0.99. The 

propensity to import on the other hand wasO.33 and is expressed 

in the equationt3 

y = 50.62+ 0 .. 33 X 

The regression coefficient of 0.33 suggests that for every 

increase of 100 in gross domestic output, an increase of 33 in 

merchandise imports resulted. 

12. In these accounts imports of crude oil for processing 
have been excluded. from total imports as well a.s 
exports. 

13. In this relation Y represents the trend in merchandise ) 
imports and X the trend in gross domestic product • 
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The major items of imports were foodstuffs, manufactured 

goods, machinery and transport equipment. As a proportion 

of total merchandise imports during the period, imports of 

foodstuffs (inc1uding beverages and tobacco) were 25.4 percent, 
- -

manufactured goods for consumption and investment, 37.9 percent, 

and machinery and transport equipment 20.7 percent. However, 

there were some distinct changes in the compostion of these 

imports between 1951 and 1959. The share of foodstuffs as· a 

proportion of the total dec1ined from 26.4 percent in 1951 to 

23.3 percent in 1959. Imports of manufactured goods simi1ar1y 

dec1ined from 41.2 percent to 36.6 percent over the same periode 

On the other band, imports of machinery and transport equipment 

increased from 17.2 percent in 1951 to 23.4 percent in 1959. 

(See Table 3-17). 
-

In terms of the distribution of imports between capital 

goods and consumer goods (inc1uding intermediates) there was a 

shift in imports towards the f~rmer items. Imported capital 

goods as a proportion of total goods imports increased from 

29.9 percent in 1951 ta 34 percent in 1959, consumer goods 

imports corresponding1y fa1ling from 70.1 percent to 66 percent 

over the sarne periode 

Imports of services accounted for 30 percent of total im

ports of goods and services. The largest item on this account 

Was investment income which comprised approximate1y 61 percent 

of imported services and 18.5 percent of imports of good and 

services. Investment income rose at an annua1 rate of 15.9 

percent, amo.unting to $557.2 million in the periode 
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Sources of Forei~n Exchange 

Net commcdity exports increased from $116.6 million in 

1951 to $259.2 million in 1959. The annual rate of growth 

was 10.5 percent which wasfaster than the increase in 

merchandise imports (9.5 percent) although not as fast as for 

imports of goods and services (11.6 percent). The composition 

of commodity exports (inc1uding petro1eum bunkers) is i11ustrated 

in Figure 19. Approximate1y 70 percent of net merchandise ex

ports origin!'.ted in the petro1eum sector. The other major 

export industry, sugar and rum, provided a further 12.1 percent 

whi1e exports of manufactures, a1though four times as great in 

1959 asin 1951, still constituted an insignificant proportion of 

export ea~nings. (1.9 percent). 

The other major sour'ce of foreign exchs,nge was foreign private 

capital inf1ovTs. Receipts from this source moved upwards rather 

eratically summing to $492.1 million for the periode Gross foreign 

private capital inflows were thus 92.5 percent of private foreign 

investment incomes. The balance of payments shows reinvested 

earnings 8S an outflow of property income on current account and 

an infloltl of capital on ,capital account. In fact there was a 

rel~_tive1y high degree of reinvestment of profits", by f-:reign-owned 

firms. Foreign borrowin~ by the public sector on the other hand 

was small a.nd consisted of a loan of $12.2 million in 195:1 and 

another of $20.4 million in 1954 • 
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Figure 20 provides a comprehensive picture of the 

sources of foreign exchange. Sectoral foreign exchange earnings 

are shown exclusive of the remitted profits of foreign-owned 

firms and the imported inputs of the petro1eum industry.14 On 

this basis the oil and sugar industries provided 54.3 percent 

of the available foreign exchange; services 22.1 pe::-cent; and 

net capital inflows to industries other than petroleum 12.6 per

cent. Over the period as a whole total foreign exchange ee~nings 

exceeded foreign payments resulting in an increase in foreign 

reserve balances of $103.6 million. 

Summary of the Period 1951-59 

The characteristic feature of the economy in this period 

was i ts high rate of growth generated by the rapid expansion of 

the petro1eum industry. The impact of derived growth in the 

domestic economy wasmost evident for the public sectors and 

construction and services industries. Domestic expenditures Srew 

at virtually the same rate as domestic output; over 70 percent 

of domestic expenditures went into consumption; public consumption 

expendi tures were a rele.ti vely small proportion of total consump

tion expenditures and consisted primarily of labour payments. 

14. These items heve been exc1uded on the grounds that 
they are necessary costs of operation • 
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An average of 45 percent of private consumption expenôitures 

was spent on imported commodities. During the period the 

ratio of private consumption expenditures to disposab1e incomes 

tended to rise. 

More than 40 percent of total capital investments went into 

the expansion of the petroleum industry, most of it into oil-well 

drilling. The growth of investments however was~fastest in the 

public sector, while high rates of increase were also experienced 

in the sugar and services industries. .An increase in the local 

content of gross cB.pi tal formation was~ âlso noted. Domestic 

savings (including depreciation) prov1ded approx1mate1y 70 percent 

of the funds for these 1nvestments wbile the rema1ning proportion 

cons1sted of net fore1gn capital inflo' .... s. Approximately 80 per

cent of all deprecie.tion provisions and 58.3 percent of net foreign 

capite.l 1nflows went into the petroleum and sugar 1ndustries. 

The eCJnomy in this pe~1od behaved like the classical mineraI staple 

economy in a golden age. ~nere was'no shortage of fo~eign exchange, 

personal spending vlas high in relation to income, and there was 

virtually no conseious effort~ to achieve structural transformation. 
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The Second Period 1959-65 

After the rapid expansion of the 1950's the economy 

sloweddown. Domestic output grew from $799.1 million in 

1959 to $1,175:9 million in 1965 at an annual rate of increase 

of 6.7 percent. A major factor in the decline of the growth 

rate was the stagnation of the petroleum indust:ry. The annual 

rate of gro"Kth of value added in petrcleum during this period 

was 1.4 percent as compered with a rate of 13.7 percent over 

1951-59. The share of petroleum in total value added fell from 

32.7 percent in 1959 to 24.2 percent in 1965. 

The fact that the economy as a whole grew sa much faster 

than the petroleum sector indicates that the domestic sectors 

had become significantly less dependent on the petroleum 

industry. This Was accompanied by a decline in the correlation 

coefficient relating public ~ector output to petroleum from 

0.93 in 1951-59 to 0.77 in 1959-65. The correlation coefficient 

in respect of the private dornestic sector and the petroleum 

industry similarly declined from 0.97 ta 0.78 ove:::-' the same periode 

These coefficients reflect the fact that petroleum sector output 

fluctuated more than the output of the public and other domestic 

sectors. 

Ch8nges in petroleum output were associated with greater 

changes in the output of the latter sectors. This was reflected 

in an increase in the regression coefficient. The equation 

relating public sector output (y) to petroleum output (X) over the 

period was: 

y= -303.96+1.56 X 
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In respect of private domestic sector output (y) and petro1eum 

output (X) the corresponding equation ''las: 

y = -796.79+ 4.86 X 

Corresponding regression coefficients for the earlier period 

1951-59 were 0.23 and 1.42. Given the sta.gna.tion in the 

petro1eum industry during the second period the higher regress

ion coefficients indicate that the faster rate of growth in the 

domestic sectors were in fact internally generated. 

The structural changes were reflected in the fact that 

export earn1ngs of the petroleum industry ceased to show any 

significant correlation ei ther '\'li th the current revenues 01' 

total expenditures of the central government. 15 This was a marked 

departure from the ear1ier period and may be uno.erstood '-lith 

reference ta Table VIlbelo'·T. 

Table VI~ 

Petroleum Value Added 
petroieum Export Earnings (Net) 
Petro1eum payments to Government 
General Government Current Revevues 
General Government Expenditures 

(Current and Capi te.l) 

1951-59 

-
13.7 
14.6 
10.9 
10.9 
10.4 

1959-65 

1.4 
-0.1 
3.1 
7.5 

11.1 

'ihereas in the period 1951-59 there Was a marked simi1arity in 

the growth trends of the various items, in the period 1959-65 

15. This is shown by a very low value which suggests th~t in 
a large number of cases the variance must be attributed 
to chance. (See Table 16) 

. ... 
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genera1 government revenues grew more than twice as fast as 

oil revenues wbile the net export eernings of the petroleum 

industry suffered an absolute dec1ine. What is more, general 

government expenditures increased at a much faster rate than 

revenues. 

One of the reasons for the change in these relationships 

was tne tendency noted ear1ier for profits to absorb the major 

fluctuations in petro1eum earnings. Thus when net earnings of 

the industry dec1ined during the 1960 1 5 payments to the govern

ment by the industry l-rere not ,,_s serious1y affeèted. 

Secondly, a1though government oil revenues as a proportion 

of total revenue hzd increased (from 40 percent in 1951-59 to 

43 percent in 1959-65), total government spending (including 

capital expenditures) increased much faster than current revenues. 

The m8-jor deve10pment programme in1tiated in the First-Five-Year 

Plan of 1958-62 l'las t'inanced by a ver-y large increase both ln 

local and foreign borrowing. Leans and grants constituted 

approximately 18 percent of totel government expenditures(1959-65) 

as compared with 6 percent in the e2rlier periode 

The rel~.tive groi'.·th of' the v~rious sectors of t.he economy 

in the two periods is shown in Table VIII. Only in the case of 

public utilities, ownership of dwellinzs and the banking and 

financial sector did the rate of growth in the 1959-65 per10d 

exceed that of the earlier periode In relation to the overall 

aggregate rate of grm·:th, the only sectors to grow faster than 
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.;;:.T=ab .. l .... e_v:±y'. 

Average Annua1 Rates of Growth of Output 

Bector 1951-59 1959-65 1951-65 
A B A B A B 

Economy 12.5 6.7 10.0 
PUblic Sector 11.0 -1.5 12.1 5.4 11.5 1.5 

General Government 11.8 -0.7 9.0 2.3 10.6 0.6 
PUblic Ytilities 8.5 -4.0 20.4 13.7 13.4 3.4 

Petro1eum. 13.7 1.2 ._]..4- -5.3 8.2 -1.8 

Private Domestic 12.1 -0.4 8.0 1.3 10.4- 0.4-
Sector 
Sugar Manuracturing 7.7 -4.8) 9.6 2.9 10.7 0.7 
other Maunf8_cturing 12.1 -0.4) 

Construct~on 20.0 7.0 8.3 1.6 14-.9 4.9 
01'lnership of 6.2 -6.3 23.4 16.7 13.2 3.2 

d,'."e11ings 
Agriculture 7.5 -5.0 1.0 -5.7 4.7 -5.3 
Transport a.nd 16.7 4.2 8.0 1.3 14.9 4.9 

distribution 

Banking and Finance 12.4 -0.1 16.1 9.4 l~.O 4.G 
Other Services 12.1' -0.4- 6.9 0.2 9.8 0.2 

A Average - annual rates of grol'Tth~ 

B Deviation fromaverage rate for the total economy. 

Source: See Table 3-13 

• 
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average in the early period \'lere petroleum, construction, 

:transporta.tion and distribution. By way of contrast in the second 

period·all sectors save petroleum and agriculture grew faster 

than the average rate for the economy. The only lag throughout 

wes agriculture. 

Petroleum end the Private Domestic Sector 

vThereas in 1951-59 sral':th 't'Tas gener'ated almost exclusively 

by the expansion of the petroleum industry, in 1959-65 the 

individual sectors responded to different stimuli. The effect 

of the public sector:'five~ year:_development programmes· and the 

growing demand for private housing ensured the continued expan

sion of the construction secter, al though at a ra.te much below 

th2.t of the first periode (This sector hOvTever shawed signs of 

stagn~ting after 1963). The effects of the government programme 

of sIum cle~rance, 1:md of the housiIlè loans schemes of the govern

ment 8.nd the sugar estates were reflected in the substantial 

contribution of Qi.,,-nership of d'\'1ellin!3s to gross domestic product 

in 1959-65. 

The expe.nsion of the construction sector stimulated the 

growth of industries supplyin: building materials, particularly 

cement. The most important advance in the manufacturing sector 

hOl'iever was in petrochemicals, an industry related to the petroleum 

industry. The value of exports in t\fO major proQuc·i:.s - fert1lizer 

and amonia-increased from $1 million in 1959 to $22.4 million in 
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1965. Sugar manufacturing on the other hsnd appeared to have 

1eve11ed off after 1961. 

In the services seëtors growth Was fastest in banking and 

finance. This was associated with higher 1eve1s of persona1 

incomes, the grcwth of hire purchase transactions, and the 

increased channel1ing of domestic savingss into domestic invest

ments, particu1arly housing. The growth of other services 

reflected the inceasing mobi1ity of the population as ~e11 as the 

tendency of service sectors to absorb the growing volume of dis

guised unemp1oyment. 

Agriculture continued its dec1ine. The share of this sector 

as a proportion of gross domestic product fe11 from 17.8 percent 

in 1951 to 12.4 in 1959 and to 9 percent in 1965. Sugar culti-

vation remained the dominant activity. In real terms, the 

contribution of sugar cane cu1tivation to gross domestic product 

originating in agriculture :rose from 21.4 percent in 1951 to 

24.7 percent in 1961. The sh~re of export tree crops (cocoa, citrus 

coffee, copra etc.) on the other hand declined from 27.7 percent 

in 1951 ta 21.9 percer.t in 1961; the share of domestic agriculture 

simi18rly fe11 from 34.2 percent to 26.6 percent over the sarne 

periode There was a relative increase in the contribution of 

livestock (particu1arly poultry) and fishing from 13.2 percent in 
16 1951 to 21.8 percent in 1961. 

16. See Frank Rampersad, "Growth and structural Change in the 
Economy of Trinided and Tobago 1951-6111

, Research Papers 
C.S.O., Government of Trinids.d and TobaEo. December 1963 
pp. 101-106. 
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During the 1960 1 s sugar cane cu1tivation maintained its 
--

dominance, contributing about 25 percent of gross domestic output 

originating in the sector. However although the externa1 priee 

of sugar was peg[ed a~ a re1atively high level under the 

International Sugar Agreement, unfavourable weather conditions 

and plant disease seriously affected output. Tree crops in 

general continued to decline, despite the improvement in external 

demand and the favourable arrangements guaranteed by international 

commodity agreements between producers and consumers. Domestic 

production of COCOa fell from 14.7 million lbs. in 1962 to 11.1 

million lbs. in 1965, largely on account of inefficient methods 

of production. The production of c~trus has been erratic in spite 

of substantial preferences received in the U.K. mêrket. The only 

tree crop to ShO'\'1 any sisnificant increase \':2.S coffee 'l'lhich tOi'lards 

the end of the period benefited from the priee stability afforded 

by the International Coffee Agreement. 

~Thereas traditional agriculture tended to decline in import-

ance, domestic agriculture appeared to be gaining some ground 

after 1961. Significant increases were achieved in the production 

of root crops, pulses, milk and e8gs '\'lhile poultry production had 

advanced to the stage where self-sufficiency in the domestic 

market 'l'las possible. 

It could be argued that there is evidence of a partial trans

formation in agriculture tO'\'Tards the end of the second periode 

The fact that domestic agriculture grew in relation to a heavi1y 
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subsidized plantation agriculture is in itself an achievement. 

The growth of domestic agriculture however was to some extent 

facilitated by government incentives in the form of guaranteed 

prices. 17 

Although the rate of economic growth was slower in the 

period 1959-65, it appears that the economy was undergoing some 

structural transformation. During the early period the petroleum 

industry increased its dominance of the economy, while the private 

domestic sectors passively responded totbis expansion. The publie 

sector acted merely to cushion the .effects of fluctuations in 

petroleum production. In the second period the domestic sectors 

appeared more propulsive, the dominant sectors being government 

and the construction industry. 

Comuosition of Gross Domestic Expenditures 

In this period gross domestic expenditures grew at an annual 

rate of 7.7 percent from $.827.3 million in 1951 to $1,293.6 

million in 1965. This contrasts with a rate of increase of 12.8 

percent in the previous periode However these expenditures 

exceeded the growth of gross domestic output (6.7 percent) indicat

ing an increase in the dependence on imported goods and services. 

17. For discussion on the~trefid in agricultural production 
after 1962. See Draft Third Five-Year Plan 1969-1973, 
Government of Trinidad and Tobago 1968. pp. 26-30 • 
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The relatively fast growth of gross expenditure was due 

mainly to the growth in consumption expenditures (private and 

public) which increesed at an annuel rate of 8.9 percent thus 

raising its share in the total from 70 percent in 1959 to 75 

percent in 1965. The increese wes faster in respect of public 

consumption; here the growth rate (11 percent) was susteined 

at the levels of the 1951-59 period, despite the substantial 

slowdown of the overall growth rate. Labour p~ents as a 

proportion of to~al public consumption declined somewhat from 

77.9 percent in 1959 to 71.5 percent in 1965. Interest and 

amortization payments on the other band grew from 7.6 percent 

of current government expend1tures in 1959 to 13 percent in 1965. 

This reC..ect"s extensive borrowing by the public sector dur1ng the 

periode 

Frivate Consumption ~penditures 

Frivate consumpt1on grew e.t a rate of 8.6 percent per annum, 

considerably s10wer than publ~c consumption spend1ng. Its share 

in the total thus declined from 86 percent in 1959 to 84 percent 

in 1965. The marginal propensity to save trom personal disposable 

income increased from 1 percent in the period 1951-59 to ~ per

cent in the second periode 

Whereas in the early period the share of fOodstuffs in total 

private consumption tended to rise while that of services was 

decl1n1ng, this trend was reversed in the second period 1959-65 • 



• 

• 

- 119 -

In these 1ater years the share of foodstuffs in total consumer 

expenditures fe11 from 37.7 percent in 1959 to 30 percent in 

1965. Converse1y, the share of services increased from 25.5 

percent to 32.1 percent over the same periode However the share 

of durable and non~durable consumer goods continued to Srow from 

6.3 percent in 1951 to 9.9 percent in 1959 and to 13.1 percent 

in 1965. 

The marginal propensity to import consumer goods a1so fel1 

dramatica11y during the periode The re1ationship between imports 

of consumer goods (y) and private consumption expenditure (X) 

was: 

Y::41.69TO.14 X 

The regressicn coefficient indicates that the marginal import 

content '\-Tas 14 percent, less than one-ha1f the figure for the 

e2~lier period (34 percent). \ih11e there were no major changes 

in the composition of consumer merchandise imports a sma11 increase 

was observed in the share of manufactured goods, chemica1s and 
18 

private motor cars and cycles, and a decrease in foodstuffs, 

18. A1though imports of foodstuffs as a proportion of total 
consumer goods imports declined, there was a sma11 
increase in the propensity to import foodstuffs out of 
expenditures on imported consumer goods. This is shown 
by an increase in the regression coefficient_~m 0.32 
in 1951-59 ta 0.35 in 1959-65. (Bee Table 3-16) 
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beverages and tobacco. (See Table - De be1ow·). 

Table 'IX-, ~ 

Composition of Imports of Consumer Goods 
(Percent) 

-
Item 1951-59 1959-65 

Food, Beverages, Tobacco 37.6 36.2 
Manufactured goods 38.7 39.3 
Chemicals 10.4 11.1 
~1vate Motor cars, 

cycles 3.1 3.5 
other commodities 10.2 9.9 

Source: See T~b16 3-17 

Fixed Capital Formation 

Expenditures on gross domestic fixed capital formation 

moved erratica11y from $242.6 million in 1959 to $325.6 million 

in 1965, representing an avera.ge annua1 rate of gro't'Tth of 5.1 

percent. This was very much slo't'ler than in the first period 

when the rate of increase Was 16.9 percent. As a resu1t, whereas 

in 1951-59 the share of these expenditures in gross domestic 

expenditures increased, the reverse obtained in 1959-65. Expendi

tures on fixed capital formation constituted 21.4 percent of 

gross domestic expenditures in 1951, increased to 29.3 percent in 

1959 then fel1 to 25.4 percent in 1965. 

The most striking feature of the industry composition of 

gross domestic fixed capital formation was the slow growth of 
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investments19 in the petroleum industry in 1959-65-. These 

investments increased at a rate of 2.1 percent per annum in 

1959-65 a:s compared with a rate of 16.3 percent in 19~~=5'. 

As a proportion of gross fixed capital formation petroleum 

investments thus dec1ined from 40 percent in the first period 

to 36 percent in the second. Fixed capital formation in-,the 

~b1ic sect ors grew at 8.6 percent per annum. This was much 

slower than in the earli.er period \'lhen the rate was 21 percent 

but was faster than the increase in respect of the petroleum 

industry as well as the economy as a who1e. The share of public 

sector investments in total investments increased from 16 percent 

in 1951-59 to 21 percent in 1959-65. 

Gross fixed capital formation in the private domestic sectors 

as a proportion of the total changed little in the two periods; 

this proportion WêS 44 percent in the first period and 43 percent 

in the seéond. ot the pri vate @~sj.;.~ sectors, the rate ç-f:.. growth 

was faste st in respect of dwelling construction (12.8 percent) 

and suger manufacturing (13.4 percent). The other sectors on-the 

other hand la~ged at 3.1 percent per annum. The sluggish growth 

of investments in the latter sectors was most pronounced a.fter 

1962. Between 1959 and 1962 the annua1 rate of growth of fixed 

19. Investments and gross fixed ca.pital formation are used 
interchangeably in this section • 
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capital formation in these sectors was 7.6 percent with 

manufacturing growing at 13.6 percent and agriculture declining 

at20 percent; in the period 1962-65 there was an absolute decline 

in fixed capital formàtion in these sectors from $89.8 million 

in 1962 to ~86.8 million in 1965. 

Whereas the ra.te of grOi'lth of fixed capital formation was 

more than three times as fast in the first period asin the 

second, the marginal propensity to use imported capital goods in 

gross domestic fixed capital formation was much higher in the 

second periode This is indicated by an increase in the regression 

coefficient from 0.39 in 1951-59 to 0.59 in 1959-65. The marginal 

propensity to uae-domeatic capital gooda correspondingly declined 

from 0.61 in the first period to 0.41 in the second. These trends 

are the opposite of what one woulà expect in the early periods of 

economic development • 

.An explanation probably lies in-,.the changing composition of 

investments in the individual sectors over the two periods. Whereas 

the import content of investments in petroleum tends to be 

continuously high in relation to investments in the domestic 

sectors, in all appearances investments in the domestic sectora 

became much more capital intensive in the seconà periode In the 

manufacturin5 sector the establishment of the petrochemical 

industry must havegreatly:increased the demand for imported 

ma.chinery by this sector after 1959. The outatanding increase in 
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~nvestments in public utilities (26 percent per annum) must 

have had a similar effect on the import content of publie 

sector 20 . investments. Furthermore the construction sector 

appeared to have mechanized considerably from the end of ,the 

1950's.21 The result of these factors would be to reduce the 

marginal increase in expenditures on domestic goods and services. 

How'ever, expendi tures on domestic capital goods and services 
. , 
as a proportion of gross domesctic fixed capital formation did 

increase to 57 percent in the second period from 43 percent in 

the first. 

Sources of Funds 

A summary of the sources of funds for the financing of gross 

investment (including changes in stocks) is shown in Table ::X. 

The reader may also wish to refer to Figure 17 and to Table 3-21 

for more detail. 

Table 'A 

Sources of Finance for Investment 

(Percent) 

Source 

Depreciation 
Local Business Saving. 
Household Saving 
PUblic Saving 
Net Foreign capital inflows 

Source: See Table 3-21 

1951-59 

33.5 
6.1 

20.7 
9.9 

29.8 

1959-65 

39.0 
3.0 

17.7 
4.5 

35.8 

20. General government fixed capital formation which tends 
to have a lower import content than public utilities in 
fact declined during the second period at 2.7 percent 
per annum. 

2l. See Frank Rampersad, op.cit., pp. 142-160 
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The most slgniflcant changes were the ~.ncreasea ln the 

share of depreclatlon and net forelgn capl tal ln~~ows and the 

deellne ln the share of domestlc savlngs. The f10w of lnvestlble 

funds has been influenced by severa1 factors. First1y, the 

liberal terms of depreciatlon provlslons and other lncentlves for 

lndustry and the fast growth of the manufacturlng sector durlng 

the second perlod, tended to lncrease the share of depreclatlon 

ln the total. Further the rapld expanslon of the petroleum lndus

try ln the 1950's was reflected ln a high level of depreclatlon 

allowances ln the later periode Secondly, the level of savlngs ln 

the public sectors and to a lesser degree, the private domestlc 

sectors, deelined as the level of investment flnanced from current 
22 

lncomes lncreased. Thirdly, customs dut Y rebates, heavy 

depreelatlon allowances and other lndustria1 lncentlves serlously 

impaired government revenues. Customs duties rebated to pioneer 

industrles totalled $31.0 milllon between 1959 and 1964 whi1e 

accelerated depreciat10n allowances of these ploneer industries 
23 

amounted to $101.2 mlll10n ln the tbree years 1959-61. 

22. Wlth réspect of the pub11c sector this could be seen 
from Table 3-15, wh11e ln the case of the prlvate 
domestle sectors an indlcatlon ls glven by the relatlve1y 
faster growth of prlvate consumptlon expendltures as 
compared vlth expendltures on imported merchandlse 
consumer goods. . 

23. See Eric Armstrong, Import Substltutlon ln Jamaica and 
Trinidad and T~O, î.S.E.R., University of the 
West Indles, J ca. 1967. pp. 7-8 • 
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However, the share of deprec1at1on prov1s1ons absorbed by 

the petroleum 1ndustry fell from 77.3 percent ln 1951-59 to 

66.7 percent in 1959-65 while petroleum net lnvestments as a 

proportion of capital inflows declined from 48.2 percent in the 

first period to 29 percent in the second. This change resulted 

prlmar1ly from the growth of publlc sector borrowing and the 

expanslon of the petrochemlca1 lndustry and a lesser degree sugar 

manufacturing both of which are foreign-owned. The financlng of 

gross domestic 1nvestments by sectors ls i11ustrated in Table XI~ 

Table XI 
Flnanclng of Gross Domestlc Investments br Sectors 

Percent 

Petroleum: Depreclation 
Saving (l.e. retained 

earnings) 
Total 

Publlc Sector: Depreciation 
Saving (i.e. excess of 

current revenue 
over current 
expendlture) 

Internal borrow1ng 
Net Foreign Borrowing 
Total 

Private Domestic Sectors: 
Depreclatlon 
Saving 
Net Borrowing from 
househo1ds 

Net Foreign Borrowing 
Total 

Source: See Table 3-22 

1951-59 

64.3 
35.7 

100 
6.0 

66.5 
5.7 

21.8 
100' 

14.9 
13.4 

41.9 
29.8 

100 

1959-65 

71.4 
28.6 

100 
7.4 

21.7 
23.3 
47.7 

100 

26.1 
7.7 

24.6 
41.6 

100 
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In the petro1eum industry the proportion of gross invest

ments financed by depreciation a110wances increased whi1e tbere 

was a correspond1ng dec11ne in the share of retained eernings 

(savings). However the share of after tex petro1eum profits 

remitted abroad was virtua11y the same in bath periods. (29 per

cent in 1951-59 and 28 percent in 1959-65.5ee Table 3-3 and 

3-5). Public Bector sav1ngs fell drastically and was matched by 

significant increases in the proportion of public expenditures 

financed by both internal and external borrowing. In the financ

ing of private domestic sector investment gross savings (including 

depreciation allowances) increased in importance although the 

composition of these internally generated funds changed. Deprecia

tion allowances grew in proportion while retained eernings 

correspondingly fell. The proportion of capital expenditure 

financed by local borrowing also declined wh1le net foreign borrow

ing increased markedly. 

There were significant changes in the flow of domestic invest-

1ble funds. In the f1rst per10d there was a net outflow of domest1c 

sav1ngs tbrough the bahking system. During the second period how

ever, th1s trend was reversed. Except for the year 1963 there was 

repatr1ation of capital by the commercial banks. Between 1959 and 

1965 the net inflow of investible funds by the commercial banks 

amounted to $48.1 million wh1ch in absolute terms was greater than 

the outflow of $33.2 million dur1ng the early periode 

Balance of Payments 

The defic1t on the current account continued tbroughout this 

per1od. The negat1ve balance on visible trade declined from 
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$56.7 million in 1959 to $37.6 million in 1964 but rose 

dramatical1y to $106.4 million in 1965. The balance on services 

was also negative, f1uctuating bet\'leen $21.4 million in 1960 

and $50.7 million in 1963. 

The sh8re of merchandise imports as a proportion of total 

imports of goods and services decreased during the period from 

70 percent (1951-59) to 66 percent in 1959-65. Moreover there 

was a dec1ine in the degree of correspondence between merchandise 

imports and gross domestic product, as we11 as a reduction in the 

propensity to importe The correlation coefficient referred to 

fell from 0.99 in 1951-59 to 0.79 in 1959-65. This indicates that 

whereas in the eer1y period annua1 changes in merchandise importa 

were almost completely re1ated to changes in gross domestic output~ 

souces of foreign exchange were less rigidly tied to changes in 

domestic output during the second periode This reflects the 

increesing importance of capite1 inflows in the financing of imports. 

The re1s.tive decline in foreign exchange earnings may be i11ustrated 

with reference to the petro1eum industry, the principal ee~ner of 

foreign exchange. The naticnal capacity to import of the industry 

rose from 100 in 1951 to 207.6 in 1959 but fe1l to 179.9 in 
24 

1965. 

2~. Bee section on "National Capacity to Import" in Chapter 
2 • 
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The propensity to import in the period 1959-65 is given 

by the fo11ov7ing equation where Y represents merchandise imports 

and X gross domestic product. 
.,' '*-. 

y = 140.64 or 0.21 X 

The propensity to import thus fel1 from 0.33 in 1951-59 to 0.21 

in 1959-65. 

The composition of merchandise imports suggests that there 

were adjustments bcth in the distribution of imports between 

consumer and capital goods and in the commodity composition of 

both these categories. Imported consumer goods as a proportion of 

total merchandise imports fel1 from 70.1 percent in 1951 to 66 

percent in 1959 and 62.3 percent in 1965. Whereas the share of 

impovts of food as a proportion of total consumer goods importa 

dec1ined slisht1y(from 37.6 percent in 1951-59 to 36.2 percent in 

1959-65), there was a smal1 increaae in the ahare of imports of 

consumer manufp.ctures (from 38.7 percent in 1951-59 to 39.3 per

cent in 1959-65). Imports of capital goods correspondingly 

increased in proportion to total merchandise imports from 29.9 per

cent in 1951 to 34 percent in 1959 and 37.7 percent in 1965. Thia 

was 1argely due to an increase in importation of machinery and 

transportation equipment which rose from 64 percent of total im

ports of ce.pite.l gooda in 1951-59 to 70 percent in 1959-65. 

The share of imported services in total import of gooda and 

services increased from 30 percent in 1951-59 to 34 percent in 

1959-65. This Was caused by an increase in investment income 
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which rose from 61 percent of total services· in the first period 

to 67 percent in the second. However, the rise in investment 

income outflows tended to leve1 off after 1961 with the stagna

tion of petro1eum profits in the period 1962-65. A relative 

increase was a1so observed in respect of expenditures on 

foreign trav~ This item rose from $80.1 million in 1951-59 to 

$130.4 million in 1959-65 representing an increase from 9.3 

percent of total services in the ee~lier period to 10.4 in the 

second. 

Moreover whereas expenditures on foreign travel were 1ess 

than local expenditures by foreign tourists ($83.7 million) in 

1951-59, during the period 1959-65, the situation was reversed, 

creating a net deficit of $6.9 million in the foreign travel 

account. 

The reletlve increase in investment inco::!le as a proportion 

of total imports of goods and services (from 18.5 percent in 

1951-59 to 22.6 percent in 1959-65) is not surprising. Whereas 

imports of lnessentia1 commodities were effectively reduced 
24 

through fiscal policy, the government po11cy of encouragement 

to foreign prive.te capital ensured the continued rise in remitted 

investment incomes. Moreover to the extent that these incomes are 

24. In 1962 relatively severe dutiea were impoaed on importa 
of lnessentia1s and commodltiea capable of being produced 
local1y, whi1e in 1963 purchase taxes were levied on a 
wlde range of inessential goods imports. See Draft Second 
Five Yee.r Pla.n 1964-1968, Government of Trinidad and 
Tobego, 1963. p. 106 • 
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not reinvested there is a total 109s ta the domestic economy 

of funds generated locally. The gro'\'Tth of expendi tures on foreign 

travel on the other hand resulted from rising and inequitably 

distributed personal incomes as weIl as the increase in public 

expendi tures associated wi th the stetus of n8.tionhood. 

Sources of Foreign Exchange 

Net merchandise exports increased at a ra,te of 3.3 percent 

peI! annum from $259.2 million in 1959 to $315.3 million in 1965. 

This was in striking contrast to the previous period when the 

annual rate of increase was 10.5 percent. The main factor contri

buting to this sluggishness in growth was the decline in export 

earnings of the petroleum indu9try. During the 1960's petroleum 

earnings had been affected by the slowing down of domestic crude 

oil production c?s 1'lell e.s the v·reakenins of '\'lOrld petroleum priees. 

Thus \'lhereas the net earnings of the industry increased at 10.5 

percent per annum in 1951-59, by 1965 the dollar value of net 

industry earnings hs.d fallen belOi'l the level of 1959. Sugar 

levelled off after a sizeable increase in export earnings between 

1959 and 1961, while exports of cocoa, coffee and citrus declined 

absolutely from $13.2 million in 1959 ta $8.0 million in 1965. 

The only sisnificant advance in exports during this period 

was in respect of manufactures, particularly petrochemicals. 

Exports of fertilizer and amonia grew from $1 million in 1959 to 
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#22.4 million in 1965 wh1le exports of other manufactures rose 

from $8.2 million to $11.5 million over the s~e periode 

The inflow of private capital in 1959-65 was more variable 

than during the first periode Here a peak appeared to have been 

reached with an inflo'i of $109.2 million in 1959. Gross 1ntlows 

over the who1e period amounted to $601.3 million and were exceeded 

by the outflows of investment income. The ratio of capital in

flows to investment income outflows wes .72 as compared with a 

corresponding ratio of .93 in 1959-65. This suggests that re

investment of profits by foreign-owned firms declined. This was 

certainly the case in the petroleum industry where reinvested 

profits as a proportion of investment income declined trom 37 per

cent in 1951-59 to some 30 percent in 1959-65. 

There was a significant increase in foreign borrowing by the 

public sector resu1ting part1y trom the extensive programme of 

investment and partly from the 10ss of potential revenue on 

account of the policy of incentlves to industry. In the 9 year 

period 1951-59 gross government borrowing amounted to '32.6 

million; in the 7 year period 1959-65 the figure jumped to $129.0 

million. This h1gher level of foreign borrowing was the principal 

reason for the fast growth of interest p~ments trom $2.8 million 

in 1959 ta $11.3 million in 1965, and of amortization payments 

trom $3.4 million to $8.5 million over the sarne periode 
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Table XII compares sectoral foreign exchange earnings in";:.Lhe 

two periods. These exclude the remitted profits of foreign owned 

firms and imported inputs of the petroleum industry. In rela.tion 

ta the total, a significant increase was registered in respect of 

Table xn 
Foreign Excha~e for Imports 

Petroleum 
Sugar and Rum 
Trans"Dorte.tion 
other-Services 
Net Inflows to foreign
owned industries other 
than petro1eum 
AlI other sources 

Source: See Table 3-25 

(Percent) 

1951-59 

41.7 
12.6 
7.3 

14.8 

12.6 
11.0 

1959-65 

38.8 
Il.0 
8.5 

14.2 

7.5 
20.0 

'other sources'. The relative rise in this item reflects the 

growth of exports of petroch~micals, the increase in public sector 

borrowing and drawings from the reserve funds built up in the 

earlier periode (See Figure 20). The corresponding though smaller 

decline in net inflows to foreign-0i1ned industries other than 

petroleum suggests a lower rate of reinvestment of profits. In the 

period 1951-59 net inflows into these industries totalled $253.8mn• 
the figure for 1959-65 was $258.0 million. As a proportion of gross 

inflows to pri va.te industries other than petroleum, net inflows fell 

from approximately 80 percent in 1951-59 to some 65 percent in 

1 
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1959-65. Foreign exchange earnings from the petroleum, suge.r 
-

and rum industries also declined relatively reflecting the tendency 

for export earnings in these industries to level off. 

Summary of the Period 1959-65 

After the ~apid~expansion of the ea.rlier period the economy 

slowed down in the 1960's. This decline was largely a result of 

the stagne.tian of the petroleum industry. Hm,rever the rate of 

growth of both the public sectors and the private domestic sectors 

exceeded that of the petroleum industry as weIl as that of the 

economy as a whole. Moreover, whereas in the early period the 

gpowth of the public and private domestic sectors was almost 

totally induced by the expgnsion of petroleum production, during 

the second period the main stimuli came from the public sector 

and the expansion of household construction. 

The ra.te of €;rm·;th of gross domestic expendi tures declined 

during the second period but.nonetheless grew faster than gross 

domestic output. Domestic consumption expenditures increased in 

relé'.tion to gross domestic expendi tures. This increase resulted 

primarily from the grovlth of public consumption expendi tures. 

Private consumption declined both in relation to gross domestic 

expenditures and personal disposable incomes. In this period there 

was a shift in private consumption expenditures from:foodstuffs 

to services and to durable and non-durable consumer goods. The 

m~rgin2.1 propensi ty to import consumer goods in re12.tion to total 
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private consumption declined substantially while there was a 

small increase in the propensity to spend on foodstuffs out of 

expend1tures on imported consumer goods. Expenditures on gross 

domestic fixed capital formation declined in relation to gross 

domestic expenditures. A major factor has been the sluggish 

growth of petroleum investment. HO'\olever investment in the public 

sectors, house building and manufacturing increased. The marginal 

propensity to use i~ported capital goods 1n gross domest1c fixed 

capltal formation increa..aed over the per1od. This 1ncrease was 

mà1nly in respect of me.chinery and transport equipment. With 

regard to the sources of funds, the proportion derived from 

depreciation and net capital 1nflows increased while domest1c saving 

as a proportion of the total fell. Whereas in the f1rst period 

there was a net outflow of domest1c savings through the commerc1al 

banks, this condition was reversed dur1ng the second. 

The deficit in the current account of the balance of payments 

continued throughout the per10d. The rate of growth of net 

merchand1se imports exceeded the growth of net merchandise exports. 

However, the marginal propensity to import out of gross domestic 

output declined. Importa of services increased in relation to total 

imports of goods and services. This vas due to the relative rise of 

investment income outflows. A small 1ncrease was also observed with 

respect to foreign travel. Commodi ty exports grew sluggishly and 

net exports of petroleum and traditional agricultural exports 

dec11ned. Exports of manufactures:~ 1ncreased but this increase was 

largely confined to the new petrochem1cals 1ndustry. Inflows of 

private capital were not as steady as 1n the 
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first period. The rate of reinvestmant of foreign capital 

appeared to have fallen. Inflows of capital into the public aector 

vere substantial particularly in compariaon with the first period. 

The economy in the 1960's can no longer be deacribed as a 

typical petroleum economy; the growth of domeatic production waa 

no longer petroleum-led. The public sectora and household 

construction had become the main generatora of growth. The relative 

decline in petroleum resulted partly from fortuitoua circumstances 

and partly from policy measurea of the government. It may be 

argued however tbat the decline in petroleum faci1itated the growth 

of the domestic sectora by dramatizing the need to diveraify. In 

the aection that follows we examine the impact of theae developmenta 

on the level of employment. 



.. 

• 

• 

- 136 -

Employment, Wage Rates and Productivity, 1955-1965 

The most critical problem of the Trinidad economy since the 

middle of the 1950 l s has been the growing rate of labour unemploy-

ment. For this reason we attempt an examination of changes in 
.. 

employment, wage rates and labour productivity in the decade 

1955-65, although this task is made extremely difficult by the 

absence of employment data for a number of years and by lack of 

consistency and comprehensiveness in published data. 

Population and Labour Force Growth 

The active labour force26increased at an annual rate of 

2.3 percent from 275,000 persons in 1955 to 348,000 persons in 
~7 1965. The number of persons employed on the other band increased 

more s10,:~1y at 1.8 percent per annum from 250,000 in 1955 to 

300,000 in 1965. The number of unemployed doubled from 25,000 in 

1965, or 9 percent of the active labour force, to 48,000 in 1965, 

or 14 percent of the labour force. (See Table 3-12) 

The rapid growth of the labour force is rels.ted to the rate 

of grovlth of tota.l populetion. In the case of Trinidad the 

2'0. The 8.ctive labour force includes all persons engaged in, 
èr·w~111ng·' and able to be engaged in the production of 
eco~omic works and services. 

21. Includes all persons who worked or had a job during the 
survey week or other re~erence periode 
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population increase has been remarkab1y high sinee the 1930's. 

Between 1931 and 1946 the population grew at an annua1 rate 

of 2.1 percent, a rate that was considered abnorma1 at the 

time. 28 Population growth acee1erated during the 1950's and 

ear1y 1960's. In the deeade 1955-65, the population increased 

at an average annua1 rate of 3 percent from 720,800 to 973,900. 

Within recent years however the population growth has slowed 

appreciab1y to an estimated 1.6 percent per annum between 

1965 and 1968. 29 

The high rate of popula;ion growth prior to 1955 was 

the resu1t both of a rising birth rate and a dee1in1ng death 

rate. The birth rate was 31.0 in 1930; 38.3 in 1946; and 

41.9 in 1955. The death rate on the other band dec1ined 

from 18.5 in 1930 to 13.7 in 1946 and 10.4 in 1955. 30 More-

over, in most of these years there was a net gain in population 

tbrough migration. In the period 1955-65 the death rate 

eontinued its dec1ine to 6.9 in 1965. The upward trend in the 

birth rate however, was reversed - the rate fa11ing to 32.8 

in 1965. 

Furthermore starting in 1963 there was a consistent 

net out-migration rising from 2,100 in 1964 to 11,300 in 1968. 

The dec1ine in population growth from 3.3 percent in 1954-55 

28. See for examp1e: West Indies Royal Commission 
Report, H.1-~.S.O.; Ju1y 1945. pp. 10 - 12, 245. 

29. 

30. 

Bee Draft Third Five-Year Plan,1969-1973,Government 
of Trin1dad and Tobago. 1968. p. 166 • 

Birth and death rates are given per 1,000 of population. 
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to 2.4 percent in 1964-65 was therefore primarily due to the 

significant fall in the birth rate and to a lesser degree 

to the reversal in migration. 

The proportion of the population of working age31 

participating in the active labour force fell from 70 percent 

in 1955 to 66 percent in 1965. It should be added however, that 

the participation r~te reached a low point in 1960 of 64 percent. 

before rising again. The principal cause of this rise during 

the 1960's appeared to be increased female participation in the 

labour force. The proportion of fema1es in the total labour 

force increased from 23 percent in 1960 to 32 percent in 1965. 

Moreover, the trend towards increased female participation 

tends to be self-reinforci:ng; male unemployment is aggravated 

as females are substituted for males. As a result families 

are forced to dapend incraasingly on femala wage earners 

resulting in an even higher level of fema1e participation.32 

However, ".;rhi1e employment grew by only 1.8 percent per 

annum, domestic output grew more than five times as fast at 

9.5 percent. (See Table 3-28). The sluggish growth of employ

ment was therefore associated with significant increases in 

the productivity of labour. This is i11ustrated in Tabla 3-29. 

31. The population of working age includes persans 
15 years old and over, but less than 65. 

32. For a tu11er discussion on the population and 
labour force trends, see Draft Third Five-Year 
Flan, 1969-l273, C-overnment of Trinided and Tobago 
1968. pp. 165-177. 
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In the tbree-year period 1955-57, the aver-age output per 

man w&S $2,292; while the average for the period 1963-65 

was $3,856.4. This represents an increase of 68 percent. 

Moreover the pattern appeared to h2ve been rather different 

in the years 1955-60, and the per10d 1960-65. During the 

former period (1955-60) value a:5ded by aIl industries grew 

by 12.7 percent per annum whi1e total employment advanced by only 

0.2 percent per annum. In the second period (1960-65) the rate 

of growth of vlaue added was substantially lower at 6.3 percent 

but employment grew et 3.5 percent per annum wh1ch wee sign

if1cantly faster than in the f1ret per1od. 

The Per10d 1955-60 

Employment W&.S v1rtually stat10nary between 1955 and 

1960. Be?ring 1n mind our ear11er warn1ng concern1ng the 

reliab1lity of the data, 1t appe~rs that total emp10yment 

1ncreased by only 1,900 between 1955 and 1960. During subse

quent years (1960-65) employment 1ncreased by 48,600. The 

contrast 1s str1k1ng and bears out an earlier observation 

that the post-war economy of Trin1dad d1d undergo s1gn1ficant 

structural cha.nges fiS 1t pessed from petro1eum-led growth 1n 

the f1fties to a pattern of development strategy in which the 

public sectors played a very much more active role. 

The sme.ll 1ncrease in total employment of 1,900 over the 

five-year period(1955-60) w~s the result of s1multaneous employ

ment, destruct10n 1n some sectors end employment èreat10n in 

others. Petroleum shed 4,600 workers; agr1culture (1nclud1ng 
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sugar cult1vat1on) 21,000 and sugar manufactur1ng shed another 
-

l,800. In compensation employment in construction increased 

by Il,100, public sectors by 9,900, manufacturing other than 

sugar by 1,500, commerce by 1,100 and aIl other services by 

6,600. This large scale rea1location of labour during the years 

1955-60 1s reflected in the changing 1ndustry composition o~ 

value added. In sp1te of its low and declin1ng leve1 of employ

ment, the petro1eum industry cont~1buted more to total vâlue 

added than any other sector. Value added grew by 13.7 percent per 

annum and the share of the sector in total gross domestic product 

increased from 29.2 percent 1n 1955 to 30.4 percent in 1960. 

The contribut1on of the sector to total employment however 

dec11ned from 7.9 percent in 1955 to 6 percent in 1960. 

Although the private domestic sectors expep1enced a very 

h1gh growth rate (12.4 percent per annum) there was an absolute 

decline of employment of 8,000; their share 1n total gross domes

tic product dec11ned slight1y from 57.5 percent in 1955 to 56.8 

percent in 1960 and their shere in tot~l employment fell fraction

ally more from 79.1 percent in 1955 to 77.2 percent in 1960. 

There were however very large changes in the sectoral allocat

ion of emp10yment and sectoral contribution to output. Agr1cult

ural employment decreased at 7.1 percent per annum pesulting -in 

the disp1acement of 21,900 persons. The contribution of agric

ulture to total employment fell from 30.1 percent in 1955 to 

- 21.2 percent in 1960, wh1le output grew by 5.3 percent per annum • 

The contribut1on of the sector to total output fell from 17.5 
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percent in 1955 to 12.5 percent in 1960. 

Construction on the other hand registerad the fastest 

increase in emp10yment. Here the annua1 rate of increase in 

emp10yment was 9.4 percent induced by an annual rise in output 

of 23.6 percent. As a consequence, 11,100 new jobs were 

created representing an increase in contribution to total 

employment from 7.8 percent in 1955 to 12.2 percent in 1960. 

The number of new jobs created in the public sector was second 

only to the employment creat10n in comstruction act1v1ty. 

Emp10yment by the publie sectors increased by 5.4 percent per 

annum and the contribution of pub11c sector emp10yment to total 

emp10yment rose from 13 percent in 1955 to 16.8 percent in 1960. 

The rate 6f growth of value added was 10.9 percent. 

The Period 1960-1965 

In these 5 years emp10yment increased by 48,600 in spite 

cf continu1ng retrenchment 1n the petro1eum sector (700) and 

in sugar manufacturing (1,900) and a very large dec11ne in the 

number of persons employed 1n the private services sectors other 

than commerce (11,200). 20,700 jobs or 42.5 percent of the total 

increase in employmant were provided by the public sectors; the 

dec11n1ng trend in agricu1tural employment was, if data are 

re11able, arrested and reversed. Thus agricultural emp10yment 

increased by 13,700 between 1960 and 1965. Manufacturing provided 

10,100 new jobs; the commercial sectors 16,800; and construction 

the rema1ning 1,100 • 
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Value added in petroleum stagnated while the level of 

employment in the industry co~tinued to dec11ne. In 1965 the 

industry contributed 24.2 percent to gross output and 4.8 percent 

of total employment compared with 30.4 percent .and 6 percent in 

1960. The private domestic sectors showed an appreciable rise 

both in output (7.6 percent per annum) and in employment (2.8 
-

pœcent per annum). ~le the share of these sectors in total out-
-. 

put increased from 56.8 percent in 1960 to 60.2 percent in 1965 

their contribution to total employment declined from 77.2 percent 

to 74.2 percent ·over the same periode 

Agriculture appears to have absorbed a significant number of 

persons despite an absolute decline in value added. Agricultural 

employment grew at a rate of 4.7 percent per annum, probably due 

to the growth of peasant agriculture towards the end of the periode 

Employment in the manufacturing sectors rose at an annual rate of 

4.2 percent while value added increased at 12.1 percent. However 

there was an annual decline of employment - iii.:? sugar manufacturing 

of 12.1 percent per annum. The increase in employment in manufact-

uring thus occurred in the other industries which registered an 

increase of 8 percent per yeer. An important factor in this growth 

was the expansion of the textile industries where the level of 

employment is relatively high, particularly amongst females. 

The public sectors again provided the most significant 

increases in employment. The annual rate of grovlth of employment 

during this period was 8.2 percent which was only slightly lower 
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than the growth of value added (10.9 percent per annum). The 

share of public sector employment rose from 16.8 percent in 1960 

to 21 percent in 1965. Employment growth in the public sectors 

was partly the result of the development programmes of the 

government, and partly the result of crash programmes specif

ically designed to relieve the pressure of mounting unemployment. 

The changing composition of domestic output was thus a 

major factor in shaping the demand for labour in the economy. 

During the first period (1955-60) the petroleum industry increased 

itsdominance of domestic production but employment by this 

sector Was both small and declining. Agriculture, the countryls 

second largest industry in terms of gross domestic product lagged 

in production while employment declined absolutely. The lim1ted 

grOi'lth in agricultural output "Tas associated with grol'rth in the 

cultivation of the traditional crops. Here there was -considerable 

rationalizaticn and mechanization. The more labour-intensive 

domestic agriculture was stagnating. The construction sector, as 

weIl as the public sectors showed substantial increases both in 

output and employment. However these sectors together commanded 

only 16 percent of gross domestic output and 21 percent of total 

employment in 1955. 

During the second period petroleum production stagnated while 

employment continued to decline although not as-rapidly as in the 

first periode The domestic sectors in which employment grew the 

fastest were manufacturing other than suger, agriculture and the 
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public sectors. However whereas growth of employment in the 

ma.nufacturing and public sectors was associated wi th rapidly 

increasing output, there 1rTaSa decline in value added by the 

agricultural industry. A possible explanation lies in the 

increase in domestic agriculture in the second period as.compared 

with the first when the expansion was primarily in traditional 

agriculture. 

Labour Productivity, 1955-57 and 1963-65 

The trends in output and employment are reflected in chanses 

in output per man in the major sectors as -.between the period 

1955-57 and the period 1963-65 (See Table 3-29). Average output 

per man for all industries was $2,292 in 1955-57 and $3,856.4 in 

1963-65. Labour productivity was'.highest in respect of petro1eum, 

the average rising from $10,725.7 in 1955-57 to $20,704.2 in 

1963-65. Labour productivity in the private domestic sectors wes 
-

si5nifica~tly lovler: $1,585.9 in 1955-57 and $3,080.7 in 1963-

65. Productivity was highest for manufacturing and services, 

and lm·rest in construction ($727.5 in 1955-57 and $1,916 in 1963 

-65). In the public sectors, labour productivity was $1,992.1 in 

1955-57 and $2,7G4.3 in 1963-65,less than the productivity of the 

private domestic sectors or' the overall average. The faste st 

increase however, 't'ras in the manufe_cturing, (108 percent) 

construction (103 percent) and service (113 percent) sectors. In 

these sectors labour productivity more than doubled over the 
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eight-year periode As is to be expected labour productivity rose 

by only 30 percent in the case of agriculture and 36 percent for 

the public sectors. These were the sectors which expanded employ

ment significantly. 

Incre~.se·s 1n labour product1 vi ty were assoc1ated w1 th substan

tial increases in capital investments. This is 1nd1cated in 

Table 3-29 which gives crude estimates of the capital-labour and 

capital-output relationships.lO For all industries the average 
-

value of new capital per unit of employment was $529.7 in 1955-

57and $997.4 in 1963-65. This represented an increase of 88 per

cent as compered with the 68 percent increase in the average value 

of output per unit of employment. Capital investments per unit of 

employment in petroleum were not only very high but the increase 

over the decade was substantial. The figures were $2,975.2 in 

1955-57 and ~7,145.5 in 1963-65 an increase of 140 percent 

compared with an increase of 93 percent in respect of labour 

productivity. 

Capital investments per unit of employment in the private 

domestic sectors averaged $300.3 in 1955-57 and $559.0 in 1963-

65. These were weIl below the average for aIl industries. How

ever, whereas the figure for manufactur1ng was relatively high 

($517.7 in 1955-57) capital investments per man in agriculture 

were extremely low ($93.4 in 1955-57). 

3~. To derive these estimates average annual gross invest
ment 1s divided by total employment in the one cs.se 
and total output in the other. 
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The value of investments per unit of emp10yment in,the 

public sectors was higher than the avsrage for the economy. In 

1955-57 the figure was $584.2 and in 1963-65 $1,112.7. This 

represented an incree.se of 93 percent compared wi th an increase 

of 49 percent in labour productivity. (See Table 3-29) 

In the final measure we compare the ratios of gross annual 

investment ta industry output. For all industries the ratio wes 

0.23 in 1955-57 and 0.26 in 1963-65. The r.atios were highest for 

the public sectors (0.29 in 1955-57 and 0.41 in 1963-65) reflect-

ing the heavy inveetments in infrastructure. The inveetment out

put ratio for petroleum was also high, 0.28 in the firet period 

and 0.34 in the second. The ratio in respect of the private 

domestic sectors was extremely low (0.19 in 1955-57 and 0.18 in 

1963-65) • Wi thin the pri ve.te domestic sectors there was again a 

wide range in the performances of the individual industries. Thus 

whereas the investment-output ra.tio was 0.45 in sugar manufacturing 

in 1955-57, the ratio for agriculture in the corresponding period 

was only 0.07. 

Wage Rates and Labour productivity 
-

It is clear therefore that the increases in labour product-

ivity were associa.ted with the volume of ce..pital inputs. In 

all appearances capite.l was being substituted for labour in 

productiQn. 

We now turn ta an examine..tion of the relationship between 

wage rates, labour productivity and employment. Average trends 
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for all industries are shown in Figure 22. Again we can observe 

a distinct difference between the periods 1955-60 and 1960-65. 

During the former period labour productivity increased at the 
-
very fast rate of 12.6 percent per annum. Money wage rates on 

the other hand, grew much s10wer at 4.3 percent per annum, while 

real wage rates were relatively constant, the annual rate of 

increase being 1.7 percent. During the period 1960-65 the rate 
-

of growth of labour productivity declined appreciably to 2.7 

percent per annum, whereas money wage rates increased at an annual 

rate of 12.4 percent and real wage rates at 10 percent. Over the 

period as a '\-lhole the average annual rise in labour productivity 

was 7.5 percent which was less than the annual rise in money wage 

rates (8.2 percent) but exceeded the rise in real wage rates 

(5.8 percent). (There are no estim~.tes for the increase of product

ivity in real terms). 

The trends in labour productivity and wage rates suggest thet 

the substitution of capital for labour in the period 1955-60 was 

not due to increases in wa.ge rates. Indeed the gap between 

labour productivity and both real and money wage rates widened at 

this time. However, during the second period 1960-65 the gap 

between labour producti vi ty and wage rates was reduced ''li th money 

wage rates exceeding labour productivity in 1963-64. It could be 

argued therefore that the fast increase in money wage rates might 

have induced the substitution of capital for labour. The decline 

in employment in services other than commerce might be related te 
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such substitution. 

The impact of rising money wages varied from sector to 

sector. In the petroleum industry, althoug~ the increase in 

money .wase rates was very h1gh (160 percent between 1955 and 

1965) the rise in labour productivity was even higher (179 per

cent). In manufacturing the average increase in labour product

ivity wa~ 147 percent; whereas money wage rates rose by only 127 

percent in the food, drink and tobacco industries; 79 percent in 

the garment industry and 124 percent in other manufacturing 

industries. In the public sectors however labour productivity 

ro se by only 49 percent while the increase in money "'Tage rates 

was 136 percent. 

The trend in money wage rates is further illustrated in 

Figure 23. Here the tendency for wages to rise sharply after 

1959-60 is clearly seen. Moreover the influence of the petroleum 

wage structure en the other seëtors can be detected. The influ

ence is most noticeable in the case of government services and 

construction, two key sectors in ~he domestic economy. The 

effect appears to be lagged. Increases in petroleum wage rates 

are followed by increases in the public sectors and later by 

increases in the construction industry. 

The rise in money wage rates cannat therefore account for 

the sluggish gro'\'Tth of employment over the dec~.de. Indeed employ

ment grew faster in the period 1960-65 when waŒe increases were 

most substantial. The explanation for the slow growth of employ

ment is likely to be in the relative decline in the cost of 
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capital goods and tendency to import foreign technology. This 

certainly seemed to be the éase in 1955-59. In this period the 

price of imported capital goods fell by some 9 percent, while 

revisions in 1955 to the Aid to Pioneer Industries Ordinance and 

the Income Tex (In Aid of Industry) Ordinance of 1950 m2de it 

extremely attractive to import capital through rebates on customs 

duties, and liberal ce.pi tal depreciation allo\·;ances. The effect 

is most clearly seen in respect of the new manufacturing industries. 

Rere the value of investments per man was $14,817.5 in 1951-59 

and rose to $47,845.3 in 1960-66.34• 
Another important feature of the ,·rage structure was the low 

level of wages in manufacturing relative to the petroleum construct

ion and public sectors. The low wace level in the wearing 

apparel industries is significant and must have facilitated the 

growth of that sector over the periode However the particular 

wage structure would be 1nfluenced by the high participation rates 

of females in the industry. 

34. See Eric Armstrong op.cit, p. 9 • 
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Conclusion 

We may conclude that there were two major influences on the 

level'of unemployment during the decade. The first was the fast 

growth of population in preceding decades. Whereas the number 

of persons of working age as a proportion of the total population 

declined, the increase in the burden of dependency had forced a 

higher proportion of females and the very young into the labour 

force. There was a distinct tendency for the labour force to 

rise in relation to the population of working age after 1960. 

This was primarily due to the rise in female participation. 

The fast gro"t'rth of the active labour force was only partly 

responsible for the rising rate of unemployment. Over the period 

domestic output grew more than five times as fast as labour 

employment. The increase in labour productivity was a~sociated 

with a higher ratio of capital per unit of employment and output. 

Capital was being widely substituted for labour in production. 

Whereas this change in the factor proportions has been influenced 

by the fast rise in money wages in the period 1960-65, during 

the preceding period 1955-60 the gap between labour productivity. 

and money wages was increasing. Moreover real wages remained 

virtually constant during the first periode 

It appears therefore that the substitution of capital for 

labour was to a large extent due to the relative decline in the 

priee of capital goods and the utilization of technology less 

sui ted to domestic factor proportions'. 
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CONCLUSION 

The main the sis of this study has been that the economy 

of Trinidad and Tobago was the typical petroleum economy only 

during the 1960 1 s. During this period growth was generated 
-

almost totally by the petroleum industry. There was a high 

degree of correspondence between the growth of petroleum out

put and the growth of output both in the private domestic 

sectors and the public sectors. Construction and service 

activity expanded very rapidly during this periode The former 

is directly attributable to investment expenditures by the 

petroleum industry; the latter to the rise in personal incomes 

resulting !rom the expenditures of the petroleum industry on 

wages, taxes and ".local purchases. 

The close correspondence between petroleum and public 

sector growth has been attributed to the large fiscal contribu

tion of the petroleum sector to the current and the capital 

expenditures of the public sector. For these sarne reasons we 

found a close correlation between petroleum net export earnings 

and both government revenues and expenditures. 

There was no shortage of foreign exchange in this periode 

The net foreign exchange earnings of the petroleum industry were 

rising rapidly as output was being expanded in response to 

inflated world priees. Indeed the foreign reserve funds of the 

economy were built up during this periode 
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However, the rapid rise in national income and the eesy 

availability of foreign exchange produced economic growth but 

no development. The marginel propensity to save out of persona1 

incomes was extremely low wh11e expenditures on imported consumer 

goods were high in relation to total personal expenditures. 

This served to frustrete the development of domestic consumer 

goods industries. A substantial amount of domestic savings thus 

flo't'led abroad through the ballking system. This was fe.cili tated 

by the policies of the foreign-owned commercial banks which were 

largely oriented tO'\'lards investments in real estate and commerce 

and loans for expenditures on consumer goods, chiefly inessential 

goods of a high import content. 

Meanwhile there was a heavy inflow of private capital for 

direct investment in the petroleum and sugar industries. In the 

case of the petroleum industry the capital inflows in fact 

represented exclusively reinvestment of profits made on local 

operations. Furthermore to the extent that foreign firms recelved 

incentive benefits such es customs dut Y rebates and very liberal 

terms for the depreciation of capitel, a transfer of domestic 

savings was effected through the public sector to the foreign 

sectors of the economy. The inflow of private foreign capital 

resulted in a heavy outflow of funds in the form of investment 

incomes. During the period 1951-59 remitted investment incomes 

exceeded gross private capital inflows by some 13 percent. 

The sluggish growth of employment during the second half of 

the 1950 l s Was a direct consequence of 'the pattern of growth 
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during the periode The fast rate of growth of gross domestic 

output was made possible by exceptional expansion of the 

petroleum industry. Whereas petroleum contributed almost 

one-third of total domestic output, it employed a small and 

declinig number of persons. The only sectors to show any 

significant increase in employment were construction and the 

public sectors, both of which received their growth impetus !rom 

the petroleum industry. With regard to agriculture, traditional 

export crops remained the dominant form of economic activity, 

although the level of production was depressed by inefficient 

farming practices, plant diseases and stiff competition !rom new 

producing areas. The plantations adjusted by introduc1ng./, 

mechanized techniques and shedding surplus labour. Domestic 

agriculture howEver was unable to absorb the discards from planta

tion agriculture. The incentive to develop domestic agriculture 

was frustrated by a cultivated taste f~r foreign foodstuffs,an 

inequitable distribution of income and the availability of foreign 

exchange which made these importations possible. Furthermore the 

agricultural labourers were being lured away by the higher incomes 

prevailing in the urban and oilfield areas. Migration to these 

areas thus produced a growing pool of urban unemployed. 

There w~s no vigouro~s response by the manuf2cturing sector 

to the wide range of incentives provided or the relatively low 

level of wages. The only two industries to show any significant 

advance were cement and textiles, the former stimule.ted by high 
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demand from the construction industry and the latter existing 

under heavy protection from foreign competition. The rate of 

unemployment thus increased but did not develop into a critical 

social problem because high levels of personal incomes enabled 

families to survive inspite of rising unemployment, and under

employment. 

Whereas the incentive to transform was weak during the 

petroieum boom, trs.nsform8tion became a political imperative 

when growth levelled off and the industry stagnated. The decline 

in petroleum output during the 1960's initiatèd a slowing down of 

the growth of domestic output. However the domestic sectora of 

the economy, the public sectors in particula.r, . asaumed a more 

propulsive role. The degree of correlation between petroleum 

value added on the one hand and the value added by the public and 

private domestic sectors en the ether declined. Moreover petroleum 

export eernings ceased to show any significant correlation with 

either government revenues or expenditures. 

The decline in the net foreign exchange earninga of the 

petroleum industry meant th~.t nevT sources of funds ha.d to be found 

for the financing of imports. The public sectors borrovled heavily 

during this period while huge drawings vIere made from accumulated 

foreign exchange reserve funds. More importantly, the outflow of 

funds through the banking system wes reversed. The extensive 

external borrowing particul~~ly by the public sectors in the 

1960's has been illustrated by a reduction in the degree of 
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correspondence between merchandise imports and gross domestic 

output. 

Changes were also effected in the use of foreign exchange. 

The màrginal propensity to import goods out of gross domestic 

output declined appreclably. Moreover there was a shift in 

incremental expenditures on imports from consumer gooàs to capital 

goods. HO'\i"ever, imports of services as a proportion of total 

imports of goods and services increased. This was a direct 

consequence of the inflovl of private investment capit21 under 

conditions which facilitate the outflow of investment income. 

Employment rose at a much faster rate during this periode 
rise in 

Thisjemployment was associated vlith the rela.tively fe.ster growth 

of the domestic sectors of the economy. Nearly one-half of the 

increase in employment during the 1960 1 s was generated ~ the 

public sectors. This was promoted by the government programme of 

development s.s i'l'ell as by specifie public works prbjects designed 

to improve the employment situation. HO"l'leVer, the growth of 

employment was adversely affected by the substitution of capital 

for labour in production. This tendency wes encouraged by rising 

wages on the one hand, and an industrial policy that cheapened the 

relative cost of capit~l goods on the other. The rise in money 

i"J'age rrtes i"a.S fastest in the petroleum industry, and tended to 

spread first to the public and then to other sectors. The reduc

tion in the cast of capital goods is attributable ta programmes 

of incentives to industry i'l'hich provided for customs dut Y rebates, 

. attractive deprecia.tion alloi';ances and other inducements. 
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The most amazing performance however came from the agricultural 

sector. Here employment increased substantially despite an 

absolute decline in the value added. This expanâion in employ

ment W'é'.S probably associated 'l'iith the gro'l'ith of dome.stic 

agricul ture l'lhich appeé'.red to have been stimulated by marketing 

incentives in the form of guaranteed priees. 

1f.bile it is clear that the economy had undergone considerable 

structural transform~.tion during the 1960' s, there still existed 

some of the characteristics of the typical petroleum economy and 

the pl:mtation economy in genere.l. For one thing there still 
-

remained wide disparities in the average income of paid employees 

in different industrial and occupational groups. The median 

monthly income of paid employees for aIl industries in 1965 was ~' 

$133. Earning more than this average were employees in petro

leum ($254), transportation and communication ($172), construct

ion ($148) and commerce ($139.5). The average incomes of pald 
. - . 

employees in services ($130.5), manufacturing ($108.5) and 

agriculture ($66.5) on the other hand were below the median for 

aIl industries. (See Table 3-32a). Workers employed in the 

petroleum industry were earning about four times as much as :"thcae 

engaged in agriculture. 

The income inequalities can also be observed by comparing 

the average monthly earnings of paid employees in the main sectors 

by income group. The average monthly income of most employees 
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was less than #200; 37.2 percent of pa1d employees in all 

industries earned less than $100; while a further 38.7 per

cent earned between 1100 and $199. The proportion of the 

total earning more tban ~300 per month was 9.6 percent. Wage 

and eernings differences between sectors ere higbl1ghted by 

comparing the average incomes of workers in petroleum and in 

egriculture. In the petroleum sector only 4.2 percent of paid 

emp10yees eerned less than $100; 14.7 percent between $100 and 

$199; 57.3 percent between $200 and $299; while 23.8 percent 

eerned $300 end more. In agriculture, by comparison , 74.6 

percent of paid employees earned less than $100; 21.9 percent 

between $100 and $199; 1.9 percent between $200 e.nd $299; and 
. . 

only 3.5 percent more than $200. Other industries with a heavy 

concentra.tion of employees in low-income jobs were manufacturing , 

commerce and other services. In all these industries more than 

one-third of pa1d employees earned less than #100 and more than 

two-thirds less t~an $200. (See Table 3-32b). 

The income disparities between males end females were also 

substantia,l. The' median monthly income of paid femalè employees 

in all industries was $83.5 or slightly more than half (57 percent) 

of the average for all males. The d,iffer-ence was sharpest in 
;. 

respect of services where the ~verage for ~emales was $77.5 as 

comp~ed wi th $168 in the case of males .~.$ 

See Continuous Sample Survey of Population - No.6, 
C.S.O., Government of Trinidad and Tobago, October 
1966. p. 8. 
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A similar range is encountered wben we examine the income 

structure by oëcupational group. (See Tab~e 3-33). Bere the 
. . 

significance of 'white collar' employment is clearly seen. 

Professional and technical employees earned the .. hlghest median 

monthly income of $240; the group consisting of administrative, 

executive, managerial and clericalworkers was next with an 

average of $189. The lowest median monthlY incomes were paid 

to service ~orkers ($80) and agricul tural workers ($64). The 
" 

only other group to be below the average for all industries 

consisted of commercial, financial and insurance workers whose 

monthly average was $128. 

We may further compare the income distribution amongst 

workers in the highest paid group (i.e. professional and techn1-

cal workers) with that of the lowest paid (i.e. agricultural 

workers). 6.5 percent of the former group received incomes of 

less than $100; ~3~2 percent less than $200; while 40.0 percent 

earned $300 and more. In agriculture,by contrast 77.6 percent 

of the total received less than $100; 97.4 percent received less 

than $200 while only 1.2 percent received $300 and more. 

The inequitable distribution of income would tend to retard 

the process of transformation for several reasons. Firstly, 

ability to save out of income would be lim1ted to a relatively 

small proportion of the income earners. Moreover it is precisely 

this group that is likely to spend heavily on luxury items 

(largely imported) and on foreign travel. Secondly, the higher 
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incomes of the workers in the urban and oilfield aree.s attract 

the low-paid workers from the rural agricultura1 areas. The 

problem of disguised as we11 as open unemployment is magnified 

in the urban areas reQ1illring an increase in the social expenditures 

of the publlc sector. Moreover the rural-urban drift is not necess

eri1y followed by an increase in agricu1tura1 productivity. 

Third1y, the peculiar structure of incomes reinforces an educ

ational syste~ geared to 'white collar' emp10yment rather than 

the more urgent 'sk11led' emp1oyment. 

A second feature of the petroleum economy that persists 1s 

the lack of dlversity ln exports. Merchandise exports are still 

dominated by petro1eum (64.5 percent in 1965) and to a 1esser 

extent sugar and rum (11.9 percent in 1965). The on1y signif1-

cant new export industry to emerge has been petrochemlca1s. 

Exports of two products, manufactured ferti1lzer and amonta, 

rose to 6.2 percent of net merchandise exports in 1965. The 

manufacturlng industry failed to develop a.s a significant forelgn 

exchange earner. Rather, the industry survives under the umbre11a 

of heavy tariff protectlon. 

Slgnlflcantly on1y ln respect of petrochemicals was any 

real linkage effected with the rest of the economy. This llnkage 

between petrochemlca1s and petroleum remalns to be !ully exp10red 

however. 16 Of the other manufactures the garment industry, which 

has grown in importance within the last decade, operates on the 

basls of imported inputs. Manufactures of foodstuffs consist 

prlmarlly of the 

~15, See Draft Third Flve-Year P1e.n 1969-73, Govermnent 

of Trinidad and Tobago 1968. pp.225-228, 317-320. 
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processing of trad1 t10nal export crops·. The process1ng of out

put from domest1c agriculture rema1ns v1rtually non-existent. 

Although the propens1ty to 1mport out of gross domest1c 

produét has declined considerably there has been a correspond1ng 

r1se in 1mports of services, in part1cular 1nvestment 1ncome~~fn 

1965 merchand1se 1mports (net of crude 011) were 35.9 percent of 

gross domestic product while 1mports of services accounted for 

another 14.7 percent. A further reduct10n in the 1mport pro

pens1 ty will require a gr.eater mob1l1zat1on of domest1c sav1ngs 

for 1nvestment by nat1onals; a more dynamic entrepreneuria1 

class; research geared towards ut1l1zing local mater1a1s in 

domest1c 1ndustry; a more d1vers1f1ed agriculture; and less

al1en taste patterns. 

Finally, there rema1ns the problem of creat1ng approx1mate 

institutions for chanell1ng domest1c savings 1nto productive 

investments by medium and long-term credits. The establishment 

of the Central Bank in 1964 hes fac1l1tated the repatr1at1on of 

domest1c capital and the development of the market for treasury 

bills, while the Agr1cultural Development Bank has recently been 

trying to channel a heav1er flow of funds 1nto the agr1cultural 

sector. However the establishment of a capital market 1s di ff1-

cult in an economy in which large mult1-nat1onal corporations 

predom1nate. The petroleum 1ndustry for instance only reta1ns 

that proportion of 1ts earn1ngs comm1tted to wages and other 

current local costs. S1m1larly the ab1lity of a Central Bank 
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to control. ~: operations of foreign-owned commercial banks 

is constrained by the ready access of these banks to the funds 

of their parent concerns. 

The Trin1dad economy in the period 1951-65 thus provides 
. . 

an insight into two contrasting forms of development, the one 

petroleum-led, the other triggered by public sector expenditures. 

The development of the economy during the last few years appears 

to be of particular interest. In this period the rate of growth 

accelerated "\'1i th significant increases in the output of both the 

petroleum and domestic sectors. Moreover the industrial 

Stabilization Act (1965) aimed at contro11ing the rise in wage 

rates was now showing its effect. Fina11y a step towards regiona1 

econom1c integration was initiated with the Car1bbean Free Trade 

Assoc1ation in 1968. 

Although important preliminary steps towards transformation 

have been taken s1nce 1960, some of the basic features of 

plantation eeonomy remain. Their eradicat10n would appear to 

require a level of mobil1zat1on of national entrepreneurship which 

may prove to be inconsistent w1th the bureaucratie structures of 

deeision-making 1nherited from the colonial past and reinforced 

by the eontinued domination of the private seetors by external 

metropo1itan enterprise. Of the three objectives of the Third 

Development Plan, the "localizat1on of ecanomic decision-making" 

may prove to' be the key to the other goals - the elimination of 

structural unemployment, and the creation of a more diversified 

structure of production. 
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APPENDIX l 

HISTORY AND STRUCTURE OF THE WORLD PETROLEUM INDUSTRY 

The petroleum industry as a large scale commercial under

taking dates back to 1859 with the discovery of the Pennyslvania 

fields in the United states. The subsequent development of the 

industry could be divided into tbree major periods. The first 

was the 'kerosene era' which extended to the turn of the century. 

Kerosene was first introduced towards the middle of the nineteenth 

century as an illuminant for saw-mills, but after the introduction 

of the kerosene lamp in 1863 it displaced all other illuminants 

except gas. This era is linked with the name of John D. Rocke

feller in the United States and the NObels, Rothschilds and others 

in Russia and Rumania. 

The 'fuel oil era' was the second major period and heralded 

the linkage between oil and transportation. The discovery of 

large new fields in East Texas in 1901 and the search for new 

outlets for the heavier oilsfrom this source led to the intro

duction of petroleum as a supplier of energy for railroads, ships 

and industries. The largest single consumer df fuel oil at this 

time was the British Navy. 

The 'fuel oil era' was superseded by the 'gasoline era' 

around 1911. In the early years of the industry's development 

gasoline was considered a nuisance because of its highly inflam

mable nature. Hovever, after Henry Ford perfected a useful and 

economical automobile in 1911, the demand for gasoline for trans

portation developed rapidly. In 1895 there were only 4 gasoline 
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automobiles in the United states, but the number grew to 619 

thousands in 1911, 23 millions in 1930 and 86 millions in 1941. 

Within the last fort y years the growth of the market for 

petroleum products has outstripped that of any other source of 

commercial energy. Compared with solid fuel, its major competi

tor, petroleum has a higher thermal content per ton and a form 

which enables it to be handled and stored more easily and cheap

ly; it leaves no residue to be disposed of and in many applica

tions can be burned more efficiently. The relative cheapness of 

oil since 1958 and the declining co st of 1ts transportation have 

further enhanced the competitive position of petroleum. The grow

th of world production of commercial sources of energy and the 

growing importance of petroleum is shown in Table I-I below. 

1913 

1929 

1937 

1949 

1954 

1965 

Table I-I 

World Production of Commercial Sources of Energy. 
(Million Metric Tons Coal EqUivalent and Percent) 

Total Coal and Crude Natural 
Production Lignite Petroleum Gas 
(mn. tons) % % % 

90 6 2 

1,412 79 16 4 

1,404 74 20 5 

1,476 62 26 10 

1,670 55 31 12 

2,260 42 39 17 

Hydro 
Electricity 

% 
2 

1 

1 

2 

2 

2 

Sources: 1913-1954, C. Issawi and M. Yeganeh, The Economies 
of Middle Eastern Oil, Faber and Faber, London 1962 • 
p. 5. Figures for 1965, J. E. Hartshorn, Oil Com-
ïanies and Governments, Faber and Faber, London, 
967, p. 389. --
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Integration in the Petroleum Industry 

The origin of combinations in the petroleum industry could 

be traced to the kerosene era and John D. Rockefeller's Standard 

Oil Trust. Rockefeller was originally litt le interested in the 

production of crude petroleum, and ~onf1ned his activities to the 

organlzation of the market for petroleum products. His initial 

fortune was built up from the marketing of kerosene and lubricants 

whichwere at the time the ma1n refined products. 

Rockefeller's next move was to organize the transportation 

activ1ties of the U.S. industry~ On this O'Connor writes: 

nCompetitors were bought out or ruined, lesislators 
and public officials vere also bought out (and many 
ruined), laws were flouted vith impunity or vith 
stealtby indirection.... He allied himself vith the 
railroads and then forced them to give him not only 
reba~ea on his own product, but rebates on the 011 
his competitors shipped. After others pioneered 
pipelines to escape bis exactions, he bought them up 
to secure complete control of all oil that flowed 
from Western Pennsylvania to Tidevater.'" 

By controlling the transportation of crude oil from the 

fields to the refinery Standard Oil TrUst also controlled the 

marketing of crude oil. Despite this large element of control 

by the Rockefeller organization, Standard Oil Trust only became 

a fully integrated concern at a later stage. However, independ

ent producers could only escape Rockefeller's marketing apparatus 

by finding new outletsfibr their supplies. Indeed, in order to 

exploit the East Texas fields, Gurfey Petroleum (later reorganiz

ed into Gulf Oil) was forced to promote the fUel oil market and 

1. Harvey O'Connor, The Empire of Oil, Montbly Reviev Press, 
N.Y., 1962, p. 10. 
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in the process became the f1rst tully 1ntegrated petroleum co

mpany. It was the growth of 1ndependent fully 1ntegrated compan1es 

as much as the ant1-TrUst judgment of 1911 that broke the Standard 

011 monopoly in the United States.2 

There were other factors contr1but1ng to 1ntegrat1on in the 

petroleum 1ndustry. Although the marginal cost of produc1ng 011 

when found 1s low, the r1sk 1nvolved in exploration and d1scovery 

tends to be high and heavy capital outlays are requ1red even be

fore 011 has been located. Large 1ntegrated companies bave there

fore been better placed to finance the cost of exploration and 

production and to obta1n the substant1al econom1es der1ving trom 

larger scale. Moreover, integrated compan1es are able to min1mize 

the risk 1nvolved in exploration and d1scovery by spreading these 

costs over the full range of operations. 

Whereas the developed eountries have been the major consumers 

of petroleum, most of the worldts proven reserves are located in 

the less developed areas. It 1s not surpr1sing therefore tbat the 

development of the resources of these regions bas been undertaken 

by large integrated metropolitan eompanies. Seven such companies 

dom1nate the world industry. These are Standard Oil of New Jersey, 

Gulf 011 Corporation, Soeony Mobil 011 Company, Standard 011 of 

Cal1fornia and the Texas 011 Company (Texaco), all of the United 

States; British Petroleum Company of the United Kingdom; and Royal 

Dutch-Shell, a joint British-Dutch venture. The French-owned 

company, Campagnie Francaise des Petroles, while not be1ng of 

comparable s1ze with the other seven, is also in control of , . 

large resources particularly in the Middle East and bas eoncurred 

2. The Standard Oil Trust vas dissolved into 33 s~parate 
corporations by court order 1n~1911. 
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with the major seven to dictate the terms under which the 

international industry hasfixnctioned. 

These companies operating in most casea with the support 

of tbeir respective governments3 control the full range of 

processes, from the exploration of reserves to the marketing of 

the fini shed product. The eight companies in 1956 together con

trolled 99% of crude oil production, 90% of refin1ng, and 90% of 

marketing in countries outside of the United states and the Soviet 

Bloc. Moreover, while tbey owned only 34% of the worldls tanker 

fleet they controlled a substantial proportion of the independent

ly owned tankers by means of charter. 4 

Commenting on the strength of these companies, a report by 

the United states Federal Trade Commission in 1952 claimed: 

" ••• tbese major oil companies, tbrough the high degree 
of concentration of control, tbrough direct ownership, 
through joint ownership, through purchase and sales 
contracts, and through production and marketing agree
ments, have been able to limit production, divide up . 
markets, share territories and carry on other activities 
designed to stabilize markets and control production."5 

O'Connor has sim11arly commented, "so closely are the Big 

Seven and their major subsidiaries bound together in interchange 

of production and marketing that both their financial interests 

and their crude become inextricably intermingled. n6 

3. The French company C.F.P. and B.P. are in fact part1y 
owned and controlled by their governments. 

4. J. E. Hartshorn, Oil Companies and Governments, Faber 
and Faber, London 1967, p. 107. 

5. 

6. 

Federal Trade Commission, International Petroleum cartel, 
U.S. Congress, Washington 1952, p. 349 • 

Harvey O'Connor, World Crisis in Oil, Monthly Review 
Press, New York, 1962, p. 5. 
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Towards the end cf the 1950 ' s however a series of events 

operated to erode the strength of this cartel in the world pet

rcleum industry. First~ -Russian and Rumanian producers took 

advantage of the high priees prevailing at the time of the Middle 

East Crisis.and entered the markets of the Ifree world l • Second, 

a large number of independent companies from the United States, 

France, Italy and Japan vere successful in breaking into the 

international industry by securing control of vast reserves in 

new producing regions. Third, national companies privately or 

state-owned have organized their own enterprises to undertake 

domestic production either as monopolies or in combination with 

foreign companies. As a result of the se developments the share 

of world supply and reserves controlled by the cartel vas reduced 

and they vere less able to manipulate the production and marketing 

of the industry ' s output. Table 1-2 indicates the regional dis

tribution of reserves and production by these companies in 1963 • 
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TABLE 1 - 2 /61 

CRUDE OIL RESERVES AND PRODUCTION, MAJOR INTERNATIONAL COMPANIES, 1963 
(Percent) 

CRU D E 0 1 L RES E R V E S ----- --- --------
Wor1d Incl. 

U.S.A. & Middle U.S.A. & 
Canada Venezuela East Africa Canada 

Gulf Oi1 Corporation 5.2 

Socony Mobi1 3.5 

Standard Oi1 of Ca1ifornia 5.2 

Standard Oi1 of New Jersey10.4 

Texaco 

British Petro1eum 

Royal Dutch/She11 

Campagne Francaise des 
Petroles 

Eight Major Companies 

Other Companies 

Total a11 Companies 

7.0 

3.5 

34.8 

65.2 

100.0 

4.1 

2.1 

2.1 

52.1 

2.1 

22.9 

83.4 

16.6 

100.0 

16.7 

5.9 

10.0 

11.6 

10.0 

28.2 

5.9 

5.6 

93.9 

6.1 

100.0 

2.3 

4.7 

13.9 

9.3 

9.3 

9.3 

48.8 

51.2 

100.0 

a. Exc1uding U.S.S.R., Eastern Europe, China 

12.4 

5.0 

8.5 

13.5 

8.9 

19.8 

7.2 

4.3 

79.6 

20.4 

100.0 

Total Exc1. 
U.S.A. & 
Canada a 

13.8 

5.2 

9.1 

13.9 

9.2 

23.0 

7.8 

5.0 

87.0 

13.0 

100.0 

CRU D E 0 1 L PRO DUC ------ ------
!!Q!! 

Western Eastern Wor1ds 

Hemisphel:e Hemisphere Total 

4.3 

3.3 

3.6 

16.9 

7.3 

0.3 

10.8 

46.5 

53.5 

100.0 

13.2 

5.6 

8.0 

12.8 

8.1 

23.7 

8.6 

6.9 

86.9 

13.1 

100.0 

7.8 

4.2 

5.3 

15.3 

7.6 

9.5 

9.9 

2.8 

62.4 

37.6 

100.0 

Source: J.E. Hartshorn, Oi1 Companies and Governments, Faber and Faber, London, 1967. p. 391. 
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APPENDIX 2 

The Petroleum Industry of Tr1n1dad and Tobago 

Growth of Product1on 

In relat10n to the world 1ndustry, the petroleum 1ndustr,y of 

Tr1n1dad and Tobago 1s marginal 1n size. Table 2-1 shows that the 

domest1c 1ndustry contributes less than 1% of the world's pro

duct10n and reserves of crude 011 and natural gas and Just over 

1% of total ref1nery tbroughput. 

Table 2-1 

World Petroleum - Selected Data 

Tr1n1dad Venezuela Un1ted Middle Wor1d 
states East Total 

Crude 011 ~eservesa -
10 bbl. 612 15,500 31,442 266,955 453,526 

Crude 011 rOduct10n-
10 bbl/day 178 3,542 10,220 10,034 36,852 

Ref1nery c~pac~a -
10 bb day 406 1,248 12,067 2,209 44,900 

Ref1nery T~oughput 
10 bb1/day 381 1,166 9,805 1,660 29,555 

Natural Ga! Reservesa 
10 0 sCf/day 200 3,200 29,295 22,485 132,826 

Natura1 Gag Product10n 
10 sCf/day 384 2,506 49,464 375 80,803 

a. These data are for 1968. A11 other data relate to 1967. 

Source: International Petro1eum Encyc10pedia 1969, The 
Petro1eum Pub11shing Company, Oklahoma, 1969. 
Annual Rev1ew of Petroleum Development in 1967, C.S.O. 
Government of Tr1n1dad and Tobago, 1968 • 
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Earl! Developments 

The domestic petroleum industry became a commercial under

taking in 1909 vith the deve10pment of fields near !ripero in 

the South-Western area of the island. However, drilling activit

ies had been undertaken as early as 1857 at La Brea, two years 

before the Pennsylvania discoveries in the United States. On this 

occasion the shortage of capital and the inadequacy of the equip

ment used brought an early end to exploration works. For sim1lar 

reasons drilling operations at !ripero had to be abondoned nine 

years later despite the discovery of oil deposits in the area. 

For the first two decades of commercial production there was 

considerable consolidation and expansion in the industry. In th1s 

period crude oil production increased trom 47 thousand barrels in 

1909 to 9,000 thousand barrels in 1930. Growth was even more 

rapid during the 1930's and by 1939 production reached 19 million 

barrels, more than twice the total for 1930. World War II brought 

an· end to this expansion however. Shortages of capital vere ex

perienced and drilling activities were curtailed. The number of 

rigs in operation as a result declined from 36 in 1939 to 15 in 

1945. In the decade 1940 - 50 production stagnated at 20 - 22 

million barrels. 

Petroleum refining was introduced locally as early as 1914 

when the first refinery was constructed to supply fuel for the 

Allied Navies during World War I. Since that time the growth 

of refinery capacity has more than kept pace with the growth of 

domestic crude oil production and has made possible the importa

tion of a substantial volume of foreign oil for processing. In 
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1940 less than 1% of ref1nery tbroughput cons1sted of fore1gn 

crudes but by 1950 the proport10n 1ncreased to approx1mately 

28% of total tbroughput. 

There vere also major changes 1n the compos1t10n of product 

output dur1ng this per10d. In the ear11er years of ref1n1ng the 

emphas1s vas on fuel 011, the ma1n consumer be1ng the Br1t1sh 

Navy. In the 1920'S and 1930 ' s however the compos1t10n of output 

sh1fted to motor gaso11ne and refleeted the demand of the major 

consuming are as dur1ng the gaso11ne era of the 1nternat1onal 1n

dustry. Dur1ng World War II the emphas1s was changed once more, 

th1s t1me to av1ation gaso11ne for the Al11ed a1r force. In sub

sequent years the product range of the ref1ner1es vas further 

expanded although heavy fuel 011s compr1sed the major proport1on 

of product output. 

structure and Product1on 1951 - 65 

The domest1e petroleum 1ndustry has from 1ts 1ncept10n been 

completely fore1gn owned. The n1ne compan1es at present engaged 

1n the product1on of 011 are all aff111ates of large 1nternat10nal 

corporat10ns with head offices 1n the North Atlant1c. The 1ndustry 

has however been dominated by four companies, Texaco (T'dad) Ltd., 

Shell (T'dad) Ltd., Br1t1sh Petroleum (T1dad) Ltd., and Tr1n1dad 

Northern Areas Ltd.1 Together these companies controlled 98.3% 

of domeet1c erude 011 production and 91.0% of natural gas produc

t10n 1n 1967 and 99.5% of the proven crude 011 reserves 1n the 

1. These compan1es w111 hereafter be referred to respect1ve
ly as T.T.I., S.T.L., B.P. and T.N.A. The last ment10ned 
company 1s jo1ntly owned by the other tbree on an equal 
share bas1e. 
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territory 1n 1963. Similarly, the two local ref1neries are 

owned by T.T.I. and S.T.L. wb11e the domest1c product market 1s 

distr1buted amongst T.T.I. (37.8%), S.T.L. (28.0%), B.P. (9.4%) 

and Esso, the Standard of Jersey aff111ate, (24.8%).2 

The effect of tb1s ownersb1p pattern 1s that decisions 1n 

respect of the technology used 1n production, the quantity pro

duced, and the marketing of the output are all taken by fore1gn 

entrepreneurs. Moreover, by the1r control over how much 1s pro

duced and the priee at which the output 1s 11fted the compan1es 

1n effect dictate the revenues rece1ved by the nat10nal govern

ment from the 1ndustry.. A more serious 1mp11cat1on however is 

that developments 1n the domest1c industry are 11kely to be 

determined less by the 1nterests of the country's nationals than 

by the profitab111ty of local aff11iates in relation to the 

d1verse international interests of the parent company.3 

It is in recogn1tion of tb1s as~ect of the 1ndustry's struc

ture that the local government 1n 1ts Tb1rd Five Year Plan has 

outlined spec1fic proposals nto ensure that the petroleum 1ndustry 

2. Source: Annual Review of Petroleum Development 1n Trin1-
dad and Tobago, 1967, c.s.o. 1968., Report of the Com
mission of Enquiry into the Marketing of Petroleum Pro
ducts 1n Tr1n1dad and TObago, Government Pr1ntery, 1965. 

3. For discuss10ns on the relat10nsh1p between the large 
1nternat1onal compan1es and small countries see: Ed1th 
Penrose, "Prof1t Shar1ng between Produc1ng Countr1es and 
011 Compan1es 1n the Middle East." Economie Journal, 
June 1959, pp. 238-254; also by the same author, uMiddle 
East 011: The Internat10nal D1stribut10n of Prof1ts and 
Income Taxes," Economica May 1960, pp. 203-213. Dudley 
Seers, "Big Compan1es and Small Countr1es: A Pract1cal 
Proposal", KrB3Ps, 1963, pp. 599-607 • 
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of the country can exp and and deve10p economica1ly in harmony 

with the national interests".4 These include measures to safe

guard the governmentls revenue from the industry, to influence 

the labour po1icy of the companies, and to ensure a supply of 

adequately trained personnel for employment in the relevant gov

ernment departments as well as at the higher techn1cal and mana

ger1al levels in the local industry. 

The most important proposal however, 1s to establish a Nat

ional Petroleum Company wholly-owned by the Government. This 

company will have two functions, first to ensure that uconcesslons 

and leases are granted on the best natlonal terms for exploratlon, 

development and exploltationll
; and secondly to act "as a holdlng 

company establlshing wholly-owned or jolnt-venture subsidlarles 

for produclng crude 011, products, natural gas, petrochemlcals 

and other related products".5 This company ls already belng 

prepared for the task of operatlng the land and marlne assets 

of B.P. which are to be acqulred by the government. 

Crude 011 Production 

The mining sector ls most important in relatlon to the 

growth of the domestic industry and indeed the growth of output 

of the economy as a whole. This 1s shown in Table 2-2 which 

compares the rates of growth of crude 011 production, refinary 

throughput, natural gas production, the 'value added ' by the 

4. Draft Third F1ve Year Plan 1969-l9~, Government 
Printery, Trinldad and Tobago, 196~ p. 236. See 
also pp. 3-10 and 236-238. 

5. Ibid., p. 237. 
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1ndustry and the domest1c output of the economy. 

Table 2-2 

Comparative Rates of Growth 

(Percent) 

Crude Oil Ref1nery 
Production Throughput 

Natural Petroleum G.D.P. 
Gas ~. Sect or 
Production Value Added 

1951-54 4.3 2.1 6.7 8.6 9.6 

1955-57 16.9 12.2 26.6 30.6 17.7 

1958~61 7.1 19.6 8.9 7.0 9.9 

1962-65 7.8 3.7 -0.9 5.4 

Source: See Tables 

The sim1larity of these trends results from certain factors 

which are pecul1ar to the petroleum industry in general and the 

Trinidad industry in particular. Firstly, in Trinidad unlike 

most of the produc1ng countr1es of the world almost all the oil 

produced in the terr1tory 1s processed at the local refineries; 

secondly in the domest1c industry natural gas is in most cases a 

joint product of crude oil;thirdly, crude oil production in 

general contr1butes more to the value added of the industry than 

does ref1n1ng; finally, the demand for labour and other domestic 

resources 1s greater in respect of crude oil production than in 

the case of ref1n1ng. 

In the per10d 1951-65 domest1c production grew at an annual 

rate of 6.3% from 20.8 million barrels in 1951 to 48.9 million 

barrels in 1965. (See Table 2-3) There were however four dis-
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TABLE 2 ,.;. 3 

SELECTED DATA ON THE PRODUCTION OF CRUDE OIL IN TRINIDAD AND TOBAGO 1951 - 1965 

Units 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. Total Crude Oi1 mn bb1s 20.8 21.3 22.3 23.6 24.9 28.9 34.0 37.3 40.9 42.3 45.8 48.9 48.7 49.7 48.9 
Production 
(a) Land Production mn bb1s 20.8 21.0 21.5 22.5 23.4 26.7 31.3 33.1 34.5 33.0 32.8 32.6 29.9 29.4 29.5 
(b) Marine Produc-

tion mn bb1s 0.2 0.5 2.1 4.3 7.5 11.1 14.6 17 .3 19.0 18.1 
(c) Marine deviated 

from land mn bb1s 0.8 1.1 1.4 2.0 2.2 2.1 2.1 1.8 1.9 1.7 1.5 1.3 1.3 

2. Total Number of 
Wells Comp1eted Units 140 182 224 202 213 262 314 295 278 312 288 280 232 194 222 

3. Total Number of 
Producing Wells Units 2,280 2,407 2,536 2,674 2,745 2,857 3,048 3,141 3,210 2,202 3,247 3,275 3,128 3,171 3,221 

4(a)Production obtained 
from f10wing wells % 49.6 48.4 52.0 54.5 58.1 61.2 68.2 66.2 68.1 70.2 71.7 71.6 70.6 68.6 61.0 

(b)Production obtained 
from artificia1 lift 
wells % 50.4 51.6 48.0 45.5 4.19 38.8 31.8 33.8 31.9 29.8 28.3 28.4 29.4 31.4 39.0 

5. Average depth per 
comp1eted well Feet 4,481 4,286 4,206 4,544 4,413 4,237 4,151 4,604 5,141 4,599 5,041 5,274 5,633 5,577 4,823 

6. Total footage 
dri11ed '000 665 736 918 911 988 1,111 1,322 1,365 1,447 1,408 1,426 1,506 1,246 1,056 1,059 

7. Success Ratio in 
dri11ing % 93.6 97.2 94.2 93.6 89.7 85.4 88.5 87.1 88.8 88.8 85.0 91.0 85.8 89.7 88.7 

8. Av. dai1y production 
per weIl Units 25.1 24.1 24.1 24.2 24.8 27.7 30.6 32.6 34.9 36.1 38.7 40.9 42.6 42.4 4.15 

(a) Land Units 29.2 28.6 27.6 27.7 
(b) Marine Units 306.7 271.3 248.1 216.4 
(c) Marine deviated Units 56.1 45.1 44.4 40.6 
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1. Annua1 Review of Petro1eum Deve10pment in 1967 in Trinidad and Tobago. 
C. 8.0. 1968 

2. Annua1 Statistica1 Digest. C. 8.0. 1 Gov It of Trinidad and Tobago, severa1 years. 
3. Draft Third Five-Year Plan 1969-1973 Gov't. of Trinidad and Tobago, 1968 • 
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tinct phases in production. The first vas in the period 1951-54 

which saw a return to active dri11ing and exploration after the 

stagnation brought on by the var. Output increased moderate1y 

at an annua1 rate of 4.3% over the four-year periode 

The growth of production during the second phase 1955-57 

has been the most remarkab1e in the history of the industry. In 

response to exceptiona11y high priees generated by the Suez 

crisis and the attendant inflation of wor1d demand, domestic 

output grew at a rate of 16.9% per annum. This expansion was 

a1so faci1itated by an extensive reorganization of the local 

industry. In 1956-57 T.T.I. acquired the British company Trini

dad Leasho1ds Ltd. as we11 as the minor producers Antiil1es 

Petro1eum Company Ltd. and Siparia Trin1dad Oi1fie1ds Ltd. vith 

an expllcit undertaking to intensify local drilling efforts and 

to operate its refineries at full capacity. In the sarne year 

B.P. acquired Trinidad Petroleum Development Company, Kern Trin1-

dad Oilfie1ds Ltd. and Apex Trinidad Oi1fie1ds Ltd. and set aboùt 

rationalizing the diverse operations of the group. These two 

companies (T.T.I. and B.P.) had previously combined with S.T.L. 

to form Trinidad Northern Areas Ltd. for the purpose of exploiting 

their marine holdings. 

Production grew at a much slover rate during the third phase 

1958-61. This may be attributed to factors both internal and 

externa1 to the domestic economy. At the international 1evel 

petro1eum priees weakened as a condition of excess supp1y develop

ed in the world industry. This situation continued tbroughout 

most of the 1960's. Under these conditions, it vas more profitable 

for the international companies to direct their incremental invest-
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ments to those regions where the cost of recovery was lowest. 

With respect to the local industry, the more accessible 

land reservoirs had already been exploited and the cost of re

covery was high by international standards. Drilling efforts 

were therefore concentrated in the more productive marine areas. 

Land production as a result declined absolutely after 1959, in

creases in aggregate output coming solely from ma~ine production. 

stagnation overcame the local industry in the fourth phase, 

crude oil output being the same in 1965 as it was in 1962. Land 

production continued its downward trend, and whereas this was 

being compensated for by the growth of marine production, output 

from the latter source was levelling off as the Soldado fields 

showed signs of maturity. In 1965, approximately 39% of locally 

produced crude oil was being obtained from marine sources. 

Table 2-3 also provides the trend in activit1es related to 

crude 011 production. This fa1ls roughly into two periods. 

During the f1rst period, 1951-59 the total footage drilled in

creased at a rap1d rate, while the number of completed wells grew 

almost as fast. There were also substantial 1mprovements 1n 

dr1111ng techniques and the proportion of crude 011 output de

r1ved from flowing wells 1ncreased apprec1ably. 

In the second period 1960-65, there was a decline in the 

total footage drilled, the number of well completions, and the 

proportion of crude oil output obtained from flowing wells. 

However, the average daily production par weIl continued to rise, 

thus averting an absolute rall in the level of domestic production • 
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The performance of individual companies in respect of crude 

oil production and footage drilled is given in Tables 2-4 and 

2-5. The dominance of T.T.l., B.P., S.T.L. and T.N.A. is vividly 

seen. It is c1ear however that T.N.A. and to a lesser degree Tex

aco have been the companies mainly responsible for the growth in 

production ach1eved after 1958. Whereas the footage drilled by 

all companies tended to decline over the period, the trend was 

most pronounced in the case of B.P. and S.T.L., with the result 

that crude oil production by these two companies fell absolute1y. 

T.N.A. on the other hand increased its output from 2 million 

barrels in 1958 to 15.7 million barrels in 1965, approximate1y 

32% of domestic output in the latter year. 

Refin1ns 

One of the more important features of the local industry 

has been the fast increase in refinery production. In the period 

1951-65 refinery throughput grew at a rate of 10.4% per annum 

reaching 138.0 million barrels in 1965. (See Table 2-6) Mainly 

responsible for this performance was a major expansion of process

ing facilities. Expansion was Most extensive in the period 1957-

61 dur1ng wh1ch time thetbroughput of the refineries was doubled. 

There was however a substantial growth in the proportion of 

foreign crude 011 processed locally. Between 1951 and 1959 im

ported crude oils were on average 45% of domestic throughput, 

but the proportion grew continuously during the 1960 l s rising to 

67% in 1965. Refining had thus developed essent1al1y 1nto a 
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Table 2 - 4 

FOOTAGE DRILLED OF COMPANIES TRINIDAD AND TOBAGO 1958 - 66 

(thousand feet) 

1958 1959 1960 1961 1962 1963 1964 1966 

1. BP (Group) 540.9 541.1 584.5 531. 7 469.2 344.5 386.3 328.6 

2. Dominion 0 il Ltd. 55.9 40.9 38.7 15.3 4.2 46.5 16.2 16.2 

3. Premier ConsolLdated 20.7 43.0 47.1 14.7 14.8 16.6 15.7 5.0 
o ilfields Ltd. 

4. Shell Trinidad Ltd. 202.1 229.7 165.7 83.2 56.9 53.2 28.7 40.5 

5. Trinidad Canadian 12.3 15.5 0.2 9.5 7.8 12.8 
o ilfields Ltd. 

6. Texaco Trinidad Inc. 473.9 463.8 427.9 499.0 657.0 558.7 428.3 648.5 

1. Trlnidad N orthern 59.2 104.4 142.3 272.6 284.6 213.8 181. 2 148.5 
Areas Ltd. 

8. Pan American TrLnldad 11.6 
o ilfields Ltd. 

9. Stekoll S. A. Ltd. 8.2 

10. TOTAL 1,365.1 1,446.6 1,406.4 1,426.0 1,506.2 1,246.2 1,056.3 1,187.2 

Sources 
1. Rel20rt of the Commission of EnguirY: intQ tbe OU lllilu~try QI I[in1ga,d sUld TQQSl9Q 1963 - 64. 

Andre Deutsch Ltd., London 1964. p. 75. 
2. Monthly Bulletln, Mlnistry of Petroleum and Mines, Government of Trlnidad and Tobago. 
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TABLE 2 - 5 /18·/ 

PRODUCTION OF CRUDE PETROLEUM BY COMPANY TRINIDAD AND TOBAGO 1951-65 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. Texaco Trinidad Inc. (7 .l.) (7.4) (7.9) (8.3) (8.6) (10.8) 13.3 16.0 17.7 17.2 17.9 18.4 18.4 17.4 17 .6 

2.Trinidad Leaseho1ds 
Ltd. 1 6.1 6.1 6.1 6.4 6.4 6.8 

3.Anti11es petro1e~ 
Co. (T'dad) Ltd. 0.6 0.7 1.2 1.3 1.3 2.4 

4.Siparia (T'dad)30i1-
fields Ltd. 0.7 0.6 0.6 0.6 0.9 1.6 

5.She11 Trinidad Ltd. 
4 

5.4 5.3 5.4 5.9 6.5 7.3 9.0 8.0 7.4 7.2 6.4 5.6 5.1 4.9 4.8 

6.British Petro!eum 
(T'dad) Ltd. (6.7) (7.1) (7.2) (7.3) (7.5) (8.2) 8.5 9.3 10.1 10.0 10.5 10.3 8.4 9.5 9.7 

7.Apex (T'dad) Oi1-
fields Ltd. 3.1 3.1 3.0 3.0 3.0 3.0 (3.0) (3.1) (2.9) (2.8) (3.2) (3.2) (2.5) (2.7) (2.6) 

8.Kern (T'dad) Oi1-
fields Ltd. 0.7 0.8 1.0 1.0 1.0 1.1 (1.1) (1.1) (1.1) (1.0) (1.0) (0.9) (0.7) (0.8) (0.8) 

9.Trinidad Petro1eum 
Deve10pment Co. Ltd. 2.9 3.2 3.2 3.3 3.5 4.1 (4.4) (5.1) (6.1) (6.3) (6.3) (6.2) (5.2) (6.0) (6.3) 

10.Trinidad Nor~hern 
Areas Ltd. 0.1 0.4 0.6 1.0 2.0 3.8 6.0 9.4 13.1 15.3 16.6 15.7 
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TABLE 2 - 5 (contd. ) '111-2 

PRODUCTION OF CRUDE PETROLEUM BY COMPANY TRINIDAD AND TOBAGO 1951-65 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964/1965 --. 
Il.Trinidad Canadian 

Oilfie1ds Ltd. 1.1 1.1 1.5 1.6 1.5 1.6 1.8 1.6 1.5 1.3 1.2 1.2 1.0 0.9 0.8 

12.Premier Conso1idated 
Oilfie1ds Ltd. 0.4 0.4 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.4 0.4 0.3 

1 

13.Dominion Oi1 Ltd. 0.2 0.1 0.02 0.03 °l TOTAL" ALL COMPANIES7 21.0 21.3 22.3 23.6 24.9 28.9 34.0 37.3 40.9 42.3 45.8 48.9 48.7 49. 48.9 
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Notes 

1. Trinidad Leaseho1ds Ltd. had its na me changed to the Trinidad Oil Company 
Ltd. in 1956, immediate1y after which it was purchased bythe Texas Oil 
Company of the U. S. The company was renamed Texaco Trinidad lncorporated 
in 1958. 
2.&"3. These companies were acquired by Texaco T'dad Inc. (then T.O.C. 
Ltd.) in 1956. 
4. The name of this company was changed from the United British Oilfields 
of Trinidad Ltd. in 1956. 
5. The British Petroleum Company Ltd. purchased the remaining 50% of the 
T PD stock in 1967/57. The B. P. Group now comprises Apex (T'dad) Oil
fields Ltd., Kern (T'dad) Oilfie1ds Ltd., and Trinidad Petro1eum Deve10pment 
Company Ltd. 
6. This company is j·o.intly owned by Texaco Trinidad Inc., Shell Trinidad Ltd, 
and B. P. (T' dad) Ltd. as equal partners. 
7. Includes Jones/Jade Ltd., production from which is negligib1e. 

Sources . 
Administration Reports of the Department of Petroleum, C. S. O., Govemment 
of Trinidad and Tobago. 
Umpublished data from The Ministry of Petro1eum and Mines, Trinidad and " 
Tobago • 



Table 2- 6 119 

COMPOSITION OF REFINERY THROUGHPUT, TRINIDAD AND TOBAGO 
1951-1965 

• (million barrels) 

-- Domestic Crude Oil Crude Oil Refirèry Imports as 
Production Exports Imports Throughput Percent of 

(l) (2) (3) (1)+(3)-(2) Throughput 

1951 20.8 1.9 16.0 34.9 45.8 

1952 21.3 2.0 16.9 36.2 46.7 

1953 22.3 2.3 16.5 36.5 45.2 

1954 23.6 3.1 16.6 37.1 44.7 

1955 24.9 2.9 17.8 39.8 44.7 

1956 28.9 3.9 18.3 43.3 42.2 

1957 34.0 3.4 19.5 50.1 38.9 

ln co n 37.3 2.1 25.5 60.7 42.0 ... .,,,(.1 

1959 40.9 3.3 31.3 68.9 45.4 

1960 42.3 5.1 45.3 82.5 54.9 

1961 45.8 4.3 62.5 104.0 60.1 

1962 48.9 4.0 65.2 110.1 59.2 

1963 48.7 3.8 74.1 119.0 62.2 

1964 49.7 4.6 83.2 128.3 64.8 

1965 48.9 4.3 93.4 138.0 67.7 

Sources: Overseas TrS!,de 'Reports C. S.O. , Government of Trinidad and Tobago. 
Annual Review of Petroleum Development in 1~67. C. S.O. ~ Government 
. of. Trinidad.apd Tobago; 1968. 
Annual St atistical Digests ,. C. S.O. 1 Government of Trinidad and Tobago • 

• 
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manufacturlng operatlon wlth the raw materlals belng lmported from 

forelgn countrles and the products orlented to forelgn markets. 

The sources of lmported crude 011 are glven ln Table 2-7. 

There were also qualltatlve extenslons to the local refln

erles. Through the erectlon of new plants and the modernlzatlon 

of old ones a wlder and more valuable range of products ls now 

obtalnable from a barrel of crude 011. The composltlon of refln

ery output however remalns heavlly blased towards the heavler 

fuel olls as can be seen from Table 2-8. This productlon pattern 

results partly from the quallty of the crude 011 lnputs which 

tend to glve a low yleld of llghter products, and partly from 

the structure of market demand which wlthin recent years has been 

more favourable for heavler olls. 

There are at present three reflnerles ln the terrltory. Two 

of these (located at POlnte-a-Plerre and at Brlghton) belong to 

T.T.I. while the third (at Polnt Fortln) ls owned by S.T.L. The 

Polnte-a-Plerre reflnery ls the largest and Most complex and ls 

geared ta derlve a complete llne of flnlshed products from crude 

011 of dlfferent propertles. Plants-have also been lnstalled for 

the productlon of a wlde range of baslc petrochemlcal 1ntermedlat

es for exporte Thls ref1nery had a capaclty of 360 barrels per 

stream day ln 1963 but has subsequently undergone major expansions. 

In 1968 lt was rated as the flfth largest complex in the world. 

The refinerles at Polnt Fortln and Brlghton are much smaller, 

the former havlng a capaclty of 55 thousand barrels and the latter 

a capaclty of 5 mlllion barrels ln 1963. Unllke the Polnte-a

Plerre refinery however processlng ls conflned to lndegenous crude 

011 while the product range ls more restrlcted. 



Table 2- 7 , " 

IMPORTS OF CRUDE PETROLEUM-TRINIDAD AND TOBAGO 1951-65 • (million barrels) 

Venezuela Columbia SaudiArabia Other Countries Total 

1951 14.4 0.9 0.7 16.0 

1952 15.7 1.0 0.2 16.9 

1953 15.1 0.9 0.5 16.5 

1954 16.0 0.6 16.6 

1955 17.1 0.7 17.8 

1956 16.6 1.7 18.3 

1957 17.0 2.3 0.2 19.5 

1958 17.8 1.6 6.1 25.5 

1959 23.4 2.3 3.1 2.5 31.3 

1960 27.4 2.2 9.3 6.4 45.3 

1961 30.5 4.3 27.2 0.5 62.5 

1962 27.9 4.3 32.1 0.9 65.2 

1963 29.8 11.2 27.2 5.9 74.1 

1964 39.7 12.0 30.4 1.1 83.2 

1965 46.7 12.0 33.9 0.8 93.4 

Source: Overseas Trade Report C. S.O. , 
Government of Trinidad and Tobago. Several Years. 



Table 2-8 'It. 

COMPOSITION OF REFINED PRODUCTS TRINIDAD AND TOBAGO 1951-65 

• 1951 1965 

'000 bbl Percent 'OOObbl Percent 

Aviation spirits (l!J'Ciloctane) 423 1.2 997 0.8 

Aviation spirits (other grades) 1,317 3.8 9,384 7.4 

Motor spirits 5,485 15.8 17 , 208 13.5 

White spirit and Vaporising Oils 2,678 7.7 196 0.2 

Kerosene 668 1.9 2,846 2.2 

Gas and Diesel Oils 5,042 14.6 19,447 15.3 

Fuel Oils (al! grades) 17,857 5L5 75,442 59.3 

Lubricating Oils and Greases 2 835 0.6 

Biturnen 452 1.3 328 0.3 

Other finished products 317 0.9 416 0.3 

Feed or Blending Stock for Transfer 456 1.3 

Liqified Petroleurn Gas 182 0.1 

Total Production 34,697 100 127 , 281 100 

• Source Annual Statistical Digest, C. S.O. , Governrnent of Trinidad and TObago 
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Matural Gas 

Bince natural gas is in most cases associated with the 

production of crude petroleum, the trend in production of the 

two resources has been somewhat similar. However the gas-oil 

ratio tended to rise during the period indicating a faster grow

th of gas production. (Bee Table 2-9) '. 

The demand for natural gas on the other band bas not kept 

pace with the growth of production. Thus in 1951 39% of the gas 

produced was vented of flared, the propoption growing to 61% in 

1961. Among reesons advanced for this was'tâg~;-:· have been the 

low pressure of some fields and the 1ack of transportation and 

compression faci1ities. 

Prior to 1954 natura1 gas was ut11ized exc1usive1y within 

the oi1 industry as fuel for the refineries and for rein je ct ion 

into the reservo1rs to faci1itate the recovery of oi1. Binee that 

time however, Tr1nids,d Cement Limi ted, and the Tr1n1dad and Tobago 

Electricity Commission have become substantia1 consumers of gas 

as a fuel whi1e Federation Chemica1s Ltd. (estab1ished in 1959) 

bas been using the product both as a fuel and as a raw material. 

A considerable 1nprovement in gas uti1ization was effected 

in the period 1960-65. Federat10n Chemica1s Ltd. made major 

additions to 1ts plant with the resu1t that its uti1ization of 

gas for processing grew at an average rate of 47% over the five

year periode The consuption of gas as a fuel also increased 

substantia1ly, 1ts utilization in industries other than petro1eum 

increasing at an annual rate of 22% over the same periode Because 
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TABLE 2 - 9 "~'I 

PRODUCTION AND UTILIZATION OF NATliRAL GAS TRINIDAD AND TOBAGO 1951-65 

9 (10 cubic feet) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. Produc tion 31. 7 31.5 34.6 38.5 40.8 51. 7 65.4 79.2 92.0 97.7 102.3 99.9 99.7 110.7 111.5 

2.Gas-Oi1 Ratio 
(sc ft./bb1) 1,525 1,479 1,551 1,631 1,641 1,790 1,924 2,123 2,240 2,309 2,236 2,045 2,042 2,227 2,282 

3.Used as Fuel 16.6 16.9 17.7 18.2 17.6 19.3 20.9 23.2 24.9 26.1 28.6 29.3 28.6 37.9 41.5 
(a) In Refineries (9.5) (10.3) (11.4) (12.7 (21. 7) (15.0) (17.5)(17.1) (16.6) (20.5) (22.7) 
(b) In Fields (7.3) (7.4) (7.8) (8.1) (7.0) (6.9) (6.7) (5.8) (6.0 (6.7) 
(c) In other Indus':" _ - - (0.8) (1. 6) (1.7) (2.4) (3.2) (4.1) (4.2) (5.5) (6.2) (11.4) (12.1) 

tries 

4.Used as Process Gas 0.1 0.7 0.7 0.7 0.7 4.2 4.5 

5.Injected Into Forma-
tion 2.6 2.8 2.5 3.2 5.4 7.4 9.5 11.2 12.5 10.8 11. 7 13.2 15.8 14.7 13.9 

6.Converted into C.R.P.S. - 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 

7.Vented and not 
Co11ected 12.5 11.8 14.4 17.1 17.8 25.0 34.7 44.6 54.3 59.9 61.1 56.5 54.0 53.7 51.4 

Sources: 
(1) Administration Reports of the Petro1eum Department, Government of Trinidad and Tobago. 

(2) Quarter1y Economie Reports., C.S.O., Government of Trinidad and Tobago. 

(3) Annua1 Review of Petro1eum Deve10pment in 1967 in Trinidad and Tobago, C.S.O., 1968. 
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of these expansions the proportion of gas vented was reduced to 

46% of the total produced in 1965. This level of wastage is still 

very high however conëidering the potential of this resource in 

the development of petrochemical manufacturing industries and of 

industries requir1ng very cheap supplies of electr1c power • 
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TABLE 3 - 1- ,'G 

OUTLAY OF THE PETROLEUM INDUSTRY TRINIDAD AND TOBAGO 1951-65 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. Wages and Salaries 27.2 31.5 35.9 40.2 44.7 46.5 48.9 50.6 52.0 53.4 55.2 54.9 55.4 60.4 66.1 

2.Loca1 Purchases & 
Payments 
(a) Materia1s 4.8 5.7 5.9 7.0 7.2 8.1 9.2 9.0 14.Q 14.1 15.1 18.5 18.5. N.A. N.A. 
(b) Contractors 1.2 0.8 0.7 0.3 0.5 2.2 5.8 14.8 23.8 30.8 31.6 46.5 53.5 N.A. N.A. 
(c) Govt. payments 8.4 9.2 9.6 11.0 11.4 13.6 17.8 20.6 21.1 22.5 24.2 26.4 26.9 27.9 . 27.4 

(exc1. direct 
taxes) 

(d) Other Payments 10.4 13.1 11.5 13.2 13.8 15.5 20.7 13.0 18.1 18.6 16.6 12.7 15.1 N.A. N.A. 
(e) TOTAL 24.8 28.8 27.7 31.5 32.9 39.4 53.5 57.4 77 .6 86.6 87.] 104.1 114.0 97.7a 108.$a 

3.Foreign Purchases 
(a) Crude Petro1eum 65.2 71.3 65.3 65.3 73.8 76.5 88.0 116.0 131.1 158.5 266.6 272.0 295.6 362.6 395.2 
(b) Materia1s 22.3 31.5 30.9 30.2 31.3 32.7 47.2 49.7 46.0 42.0 34.4 37.6 29.9 29.9a 34.8a 
(c) TOTAL 87.5 102.8 96.2 95.5 105.1 109.2 135.2 165.7 177 .1 200.5 301.0 309.6 325.5 392.5 430.0 

4. Depreciation 19.8 23.1 28.9 27.2 33.9 43.0 36.8 48.8 56.2 73.1 72.8 79.9 74.1a 74.8a 80.4a 

5.Gross Profit 
(a) Direct Taxes 13.7 17.1 15.6 14.7 18.8 19.6 27.7 36.8 29.6 29.8 29.1 34.5 35.3 37.7 33.6 
(b) Net Profit 24.4 17.4 31.2 27.0 30.1 64.4 105.9 76.5 102.5 84.6 105.0 95.8 105.2 100.2 76.6 
(c) TOTAL 38.1 34.5 46.8 41. 7 48.9 84.0 133.6 113.3 132.1 114.4 134.1 130.~ 140.5 137.9 110.2 

6.Error +5.3 +2.7 +8.2 +7.0 +7.0 +7.0 +1.4 +0.4 +0.1 +6.2 -6.4 +1.5 -12.7 

7.Gross Output 
b 

202.7 223.4 243.7 243.1 272.5 329.1 409.4 436.2 495.1 534.2 644.2 680.3 696.8 763.3 795.2 

a. Estimates based on unpub1ished data from the Central Statistica1 Office, Trinidad and Tobago. 
b. This is equa1 to the sum of industry receipts (Table 3-7), gross capital formation (Table 3-4) and changes 

in stocks. 

Sources: The National Income of Trinidadand Tobago 1951-1961,1952-,962, C.S.O. 
Draft Third Five Year Plan 1969-1973, Government of Trinidad and Tobago. 1968. 
Annua1 Administration Reports, Trinidad and Tobago Petro1eum Department, Government Printery. 
Annua1 Returns of the Petro1eum Association of Trinidad, C.S.O., Government of Trinidad & Tobago. 
Annua1 Overseas Trade Reports. C.S.O., Government of ~rinidad and TobagQ. 
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TABLE 3 - 2 

GROSS OUTPUT IN MINING AND REFINING 1961-62* 

1961 1962 

$mn Percent $mn Percent 
Oi1 Mining 

Imports 17.3 8.1 21.6 9.0 
Services 6.5 3.1 6.8 2.8 
Other Manufacturing 2.1 1.0 2.1 0.9 
Househo1ds 3.8 1.8 3.8 1.6 
Wages and Salaries 32.9 15.5 31.9 13.4 
Depreciation 57.9 27.2 64.7 27.1 
Government 37.8 17.8 38.0 15.9 
Profit 54.2 25.5 70.0 29.3 
Total Mining 2.215 100.0 238.9 100.0 

Refining 
Imports 281. 7 71.0 292.9 74.2 
Services 13.6 3.4 15.6 3.9 
Other Manufacturing 1.5 0.4 1.8 0.5 
Wages and Salaries 22.3 5.6 23.0 5.8 
Depreciation 11.4 2.9 12.5 3.2 
Government 14.3 3.6 1717 4.5 
Profit 52.2 13.1 31.2 7.9 
Total Refining 397.0 100.0 394.7 100.0 

Total Mining and Refining 609.5 633.6 

Mining as % of Total 34.9 37.7 

Refining as % of Total 65.1 62.3 

*The estimates in this table differ from thos of Table 3 - 1, in that 
lower values are given for local payments other than wages and salaries 
and government taxes. 

Source: Input-Output Tables for Trinidad and Tobago, 1961-62. C.S.O • 
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Table 3-3b 

• VALUE ADDED IN T~E PETROLEUM SECTOR 1951-65 

PERCENT 

Wages Payments Depreciation Profit Total 
& to 

Salaries Government 

1951 29.1 23.6 21.2 26.1 100 

1952 32.0 26.8 23.5 17.7 100 

1953 29.6 20.8 23.9 25.7 100 

1954 33.5 21.4 22.6 22.5 100 

1955 32.2 21. 7 24.4 21. 7 100 

1956 24.9 17.7 23.0 34.4 100 

1957 20.6 19.2 15.5 44.7 100 

1958 21. 7 24.6 20.9 32.8 100 

1959 19.9 19.4 21. 5 39.2 100 

1960 20.3 19.9 27.7 32.1 100 

1961 19.3 18.6 25.4 36.7 100 

1962 18.8 20.9 27.4 32.9 100 

1963 18.7 20.9 25.0 35.4 100 

1964 20.1 21.8 24.8 33.3 100 

1965 23.2 21. 5 28.3 27.0 100 

Source: See Table 3-3a 

• 
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Table 3-4 

GROSS AND NET FIXED CAPITAL FORMATION-PETROLEUM INDUSTRY 1951-65 
$mn TT 

• 

QRQ~S FIXED CAPITAL FQRMATIQN NET FIXED CAPITAL FQRMATIQ N 
OU-well Plant&Flxed Roads ,BrLdges" Total OU-well Othéri 
DrLIHna Eau Lpment Bu lldLnas DrUlLng 

1951 14.5 13.0 3.1 30.6 2.9 7.9 
1952 17.5 9.7 2.9 30.1 3.7 3.3 
1953 23.9 6.8 1.5 32.2 4.9 -1. 6 
1954 20.9 12.1 2.2 35.2 4.3 3.7 
1955 24.7 14.5 1.4 40.6 4.6 2.1 
1956 31.1 15.9 1.9 48.9 5.4 0.5 
1957 32.0 30.4 4.3 66.7 6.0 23.9 
1958 40.5 27.1 4.1 71.7 7.1 15.8 
1959 45.4 53.4 3.8 102.6 8.4 38.0 
1960 54.5 42.6 4.6 101.7 12.0 16.6 
1961 48.3 31. 6 5.9 85.8 6.9 6.1 
1962 57.5 41. 6 82 107.3 11.1 16.3 
1963 48.7 39.4 8.6 96.7 9.8 12.8 
1964 47.4 36.2 9.0 92.6 9.5 8.3 
1965 47.4 58.2 9.5 115 •. 1 9.5 25.2 
1951-65 554.3 432.5 71.0 l, 057~ 8· 106.1 178.9 

Source 
The National Income of TrLnLdad and Tobago 1951-1961 C.S.O., Government of TrLnLdad and Tobago. 
The NaUonal Income of TrLnLdad and Tobago 1952-62, C. S.O., Government of TrLnLdad and Tobago. 
UnpublLshed data, C.S.O., TrLnldad. Government of Trlnldad and Tobago. 

Total 

10 .8 
7.0 
3.3 
8.0 
6.7 
5.9 
29.9 
22.9 
46.4 
28.6 
13.0 
27.4 
22.6 
17.8 
34.7 
285.0 

1 9f 
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1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1~59 

1960 
1961 
1962 
1963 
1964 
1965 
1951-65 

Source 

Table 3-5 

FINANCE OF GROSS FIXED CAPITAL FORMATION 
PETROLEUM INDUSTRY 1951-65 

($ mn TT) 

DEPRECIATION 
OU-well Bu LldLngs, Total Relnvested Total 
DrLllLng Plant. Profits CapLtal 

EquLpment Fer matLon 

11.6 8.2 19.8 10 .8 30.6 
13.8 9.3 23.1 7.0 30.1 
19.0 9i9~~ 28.9 3.3 32.2 
16.6 10 .6 27.2 8.0 35.2 
20.1 13.8 33.9 6.7 40.6 
25.7 17.3 43.0 5.9 48.9 
26.0 10 .8 36.8 29.~ 66.7 
33.4 15.4 48.8 22.9 71. 7 
37.0 19.2 56.2 46.4 102.6 
42.5 30.6 73.1 28.6 101. 7 
41.4 31.4 72.8 13.0 85.8 
46 4 33.5 79.9 27.4 107.3 
38.9 35.2 74.1 22.6 96.7 
37.9 36.9 74.8 17 .8 92.6 
37.9 42.5 80.4 34.7 115.1 
448.2 324.6 772.8 285.0 1,057.8 

DeprecLation 
as % of 
CapLtal 
FormatLon 

64.7 
76.7 
89.7 
77.2 
83.5 
87.9 
55.2 
68.1 
54.8 
71.9 
84.8 
74.5 
76.6 
80.8 
69.9 
73.0 

The National Income of TrLnLdad and Toabao 1951-61. C. S.O. Government of TrLnLdad and Tobago. 
The National Income of TrlnLdad and Toago lS52-1962, C. S.O. Government of TrLnidad and Tobago. 
UnpublLshed dat a, C. S. O. Government of TrLnidad and Tobago. 

e 

'" 

Reinvested 
Profits as % 
of CapLtal 
Formation 

35.3 
23.3 
10 .3 
22.8 
16.5 
12.1 
44.8 
31.9 
45.2 
28.1 
15.2 
25.5 
23.4 
19.2 
30.1 
27.0 
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1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 

TOTAL 
1~51-65 

Table 3-6 
PETROLEUM INDUSTRY 

PAYMENTS TO LOCAL GOVERNMENT AND INDUSTRY·PROFITS. 1951-1995 
($mn TT) 

PAYMENTS TO IDeAL GOVERNMENT 
Royal- Totâl T Dlrect Other Net Proflt * 

Taxes tles Payerœnts of Industry 
(U (2) (3) (4 

13~.7 6.6 1.8. 22.1 24.4 
17.1 6.7 2.5 26.3 17.4 
15.6 7.0 2.6 . 25.2 31. 2 
14.7 8.3 2.7 25.7 27.0 
18.8 8.7 2.7 30.2 30.1 
19.6 10.5 3.1 33.2 64.4 
27.7 13.9 3.9 45.5 105.9 
36.8 16.0 4.6 57.4 76.5 
29.6 16.9 4.2 50.7 102.5 
29.8 18.1 4.4 52.3 84.6 
29.1 19.8 4.4 53.3 105.0 
34.5 20.8 5.6 60.9 95.8 
35.3 21.2 5.7 62' .2 105.2 
37.7 21.8 6.1 65.6 100.2 
33.6 20.8 6.6 61.0 76.6 

393.6 217. 1 60.9 671. 6 1,440.4 

* See note Table 3-3 
Source •. Draft ThLrd FLve Year Plan, 1968-1973. Government of TrLnldad and Tobago. 

e 
Iqo 

(1) as percent 
1 

(4) as percent 
oi{ 1&5) of (4&5) 

35.9 47.5 
49.5 60.2 
3~.3 44.7 
35.2 48.8 
38.4 50.1 
23.3 34.0 
20.7 30.0 
27.5 42.9 
22.4 . 33.1 
26.0 38.2 
21. 7 33.7 
~6. 5 38.9 
25.1 37.f 
27.3 39.6 
30.5 44.3 

29.6 41J6 
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TABLE 3 - 7 l"~ 

GROSS RECEIPTS OF THE PETROLEUM INDUSTRY 1951 - 1965 

($mn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Exports 
Crude Petro1eum 6.3 7.4 9.7 12.4 11. 7 15.3 16.0 12.3 13.4 21.9 27.4 33.6 36.9 50.4 51.2 
products 155.5 168.1 184.9 180.9 200.9 246.5 298.0 327.6 350.7 370.7 466.5 460.7 488.8 523.5 512.1 
Valuation 35.4 34.0 37.2 47.2 63.0 
Adjustment a 

TOTAL 161.8 175/5 194.5 193.2 212.6 261.8 314.0 339.9 364.1 392.6 529.3 528.3 573.4 621.1 626.3 

Domestic Sales 9.5 11.0 10.8 11.6 15.1 16.4 21.2 21.2 27.4 30.6 34.2 35.6 36.7
b 

49.6b 53.8b 

Gross Receipts 171.3 186.5 205.3 204.8 227.7 278.2 335.2 361.1 391.5 423.2 563.5 563.9 600.1 670.7 680.1 

Notes: 
a. Represents difference between the values computed on the basis average rea1ized 

product prices and the values dec1ared by companies for products transferred under 
processing agreement. 

b. Estimates based on the volume sold and the trend in domestic prices. 

Sources: Overseas Trade, C.S.O., Government of Trinidad and Tobago. 
Quarter1y Economie Reports,' C.S.O., Government of Trinidad and Tobago. 
Balance of Payments - Trinidad and Tobago 1956-1966, C.S.O., Government of Trinidad and Tobago. 
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TABLE 3 - 8 

PETROLEUM PRICES -- TRINIDAD 1951 - 1965 
$TT 

1951 1953 1955 1957 1959 

Crude Petro1eum 
Trinidada 3.83 3.78 4.24 5.20 4.37 
Trinidadb 3.37 4.07 4.09 4.89 4.05 
Venezue1ac 3.93 3.84 3.93 4.37 4.00 

Refined Eroducts -
Trinidad 

Aviation Spirits 
(100 Octane) 12.46 12.71 12.61 13.85 12.44 
Gaso1ine 7.33 8.06 7.80 8.11 7.37 
Diese1ene 3.88 8.10 8.13 7.87 8.53 
Gas Oi1 6.28 6.39 6.42 6.83 6.49 
Diesel Oi1 3.68 5.28 5.84 5.28 6.68 
Bunker C Grade 
Fuel Oi1 3.08 4.39 3.52 3.73 3.56 

Notes 

1961 1963 1965 

4.68 4.37 4.27 
4.33 4.35 4.27 
3.93 

10.79 10.04 9.11 
7.75 7.12 6.49 
5.88 6.02 5.25 
5.93 5.65 4.40 
5.52 5.65 5.20 

3.46 3.44 3.30 

a. Average prices for royalty eva1uation-based on prices of derived products 
on the U.S. Gulf Coast. 

b. Average rea1ized prices as reported in Overseas Trade. 
c. Posted prices for crudes of 26-26.90 API gravity. Trinidad crudes are of 

simi1ar qua1ity. 

Sources 

1. Annua1 Administration Reports, Trinidad and Tobago Petro1eum Department. 
2. Annua1 Review of Petro1eum Deve10pment in 1967 in Trinidad and~Tobago, 

Ministry of Petro1eum of Mines, Government of Trinidad and Tobago, 1968. 
3. Overseas Trade, C.S.O., Government of Trinidad and Tobago, severa1 years. 
4. Sources of Energy A Review, Commonwealth Economic Committee, H.M.S.O. 

London 1966. p. 138 • 

192. 
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Table 3-9 

EXPORTS OF CRUDE OIL AND REFINED PRODUCTS - TRINIDAD AND TOBAGO 1951, 1965 

1951 
$1000 Percent 

Crude Oil 6,467 4.0 
AviatLon spirits (100 Octane) 5,361 3.3 
AviatLon spirits (other grades) 10,077 6.2 
Gasollne 35,456 21.9 
Kerosene 19,436 12.0 
Dieselene 59 0.06 
Gas Oil 18,130 11.2 
DieselOil 9,454 5.9 
Bunker C Fuel OU 45,200 27.9 
Other Fuel OU s 7,507 4.6 
Lube OUs and Greases 42 0.04 
Other 4,611 2.9 
Total 161,800 100 

Note 

1965 
,21000 

51,181 
20,293 
75,835 
45,658 
6,144 

49,333 
33,764 
10,392 

202,093 
54,732 
Il,710 
2,184 ' 

563,319 

Percent 

9.1 
3.6 

13.5 
8.1 
1.1 
8.7 
6.0 
1.8 

35.9 
9.7 
2.1 
0.4 

100 

Average 
Annual Increa,se 
1951-65 
Percent 

16.0 
10.0 
15.5 
1.8 

-8.6 
61.7 

4.6 
0.7 

11.3 
15.3 
49.5 

9.3 

Data for 1965 do not include the valuation adjustment of $63 mn. and the total will therefore differ 
from the figure in Table 3-7 

Source: Overseas Trade 1951, C. S. O. Government of Trinidad and Tobago. 

193 

j: .," 
,> 
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TABLE 3 ... 10 

19Jr 

DISTRIBUTION OF PETROLEUM EXPORTS BY TRADING GROUPS TRINIDAD AND TOBAGO 1951-65 , 
$mn TT 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. U. S.A. 4.3 2.1 4.3 2.6 1.3 10.6 19.7 67.9 59.9 83.1 125.5 127.9 154.3 167.5 194.3 

2. Canada 7.0 8.0 9.7 10.9 11.3 12.0 5.3 8.6 16.2 15.4 1R.O 22.2 16.4 22.3 22.3 

3. United Kingdom 41.0 45.6 67.6 66.3 72.8 83.1 90.4 60.7 102.7 111.2 106.3 95.8 95.8 107.9 68.3 

4. EFTA (exc1uding 
the U.K.) 5.5 4.6 7.7 4.6 13.0 20.0 24.8 14.9 23.1 14.3 17.8 20.7 33.0 29.3 44.4 

5. E.C.M. 0.3 .4 2.0 .8 2.2 2.4 10.3 9.2 12.8 26.8 49.9 65.0 73.0 64.2 61.1 

6. Commonwealth 
Caribbean 8.2 8.2 9.7 11.4 13.9 14.5 15.6. 17.7 20.1 21.5 31.7 35.5 23.6 18.9 18.9 

7. Other Caribbean 
and Latin America 38.8 36.4 32.2 39.4 30.8 36.0 44.2 43.3 45.5 26.4 25.9 18.2 50.5 58.7 59.3 

8. Africa 17.8 20.6 13.0 14.6 23.7 28.8 26.6 21.5 13.6 24.7 26.1 19.3 20.2 30.7 35.0 

9. Other 6.2 11.6 11.0 9.4 11.1 12.8 13.0 38.6 9.9 15.6 ~64;1 68.1 50.0 70.2 77 .6 

,O. Ships Stores 
and Brokers 32.7 38.0 37.3 33.2 32.6 41.6 64.1 57.5 60.3 53.6 64.0 55.6 46.6 51.4 45.1 

TOTAL 161.8 175.5 194.5 193.2 212.6 261.8 314.0 339.9 364.1 392.6 529.3 528.3 563.4 621.1 626.3 

Source: Overseas Trade, C.S.O., Government of Trinidad and Tobago. 



• e 
ICf5 

~:ABLE 3 ~ Il 

FOREIGN EXCHANGE ACCOUNT OF THE PETROLEUM INDUSTRY TRINIDAD AND TOBAGO 
1951 - 1965 

$mn TT 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1.Gross Value of 
Exportsa 161.8 175.5 194.5 193.2 212.6 261.8 314.0 339.9 364.1 392.6 529.3 528.3 563.4 621.1 626.3 

2.Less Imports of 
Crudeb 65.2 71.3 65.3 65.3 73.8 76.5 88.0 117.0 131.1 158.5 266.6 272.0 295.6 362.6 395.2 

3.Net Value of Ex-
portse 96.6 104.2 129.2 127.9 138.8 185.3 226.0 223.9 233.0 234.1 262.7 256.3 267.8 258.5 231.1 

4.Less Other Merehandise 
Importsb 22.3 31.5 30.9 30.2 31.3 32.7 47.2 49.7 46.0 42.0 34.4 37.6 29.9 29.9 34.8 

5.Less Investment 
Ineomeb 24.4 17.4 31.2 27.0 30.1 64. 105.9 76.5 102.5 84.6 105.0 95.8 105.2 100.2 76.6 

6.Less Depreeiationb 19.8 23.1 28.9 27.2 33.9 43.0 36.8 48.8 56.2 73.1 72.8 79.9 74.1 74.8 80.4 

7.P1us Capital Inf1ow~ 31.4 36.9 38.4 38.3 44.8 50.9 74.2 75.1 103.6 111.0 80.7 116.4 96.7 92.6 115.1 

8.Nationa1 Foreign 
Exehange Earnings 61.5 69.1 76.6 81.8 88.3 96.1 110.3 124.0 131.9 145.4 131.2 159.4 155.3 146.2 154.4 

Index 1951-100 100 112.3 124.5 133.0 143.6 156.2 179.3 201.6 214.5 236.4 213.3 259.2 252.5 237.7 251.0 

9. Import Priee Index 
(Goods other than : -100 

oi1) 1951=100f 
108.1 85.4 96.0 102.0 105.7 111.1 107.1 103.3 118.2 149.1 152.0 132.8 130.0 139.5 

0.Nationa1 Capacity 
to Importg 100 103.9 145.8 138.5 140.8 147.8 161.5 188.2 207.6 200.0 143.0 170.5 190.1 182.8 179.9 



• 
Notes and Sources 

a. Bee Table 3-7 
b. See Table 3-1 
c. (1) minus (2) 
d. See Table 3-4 
e. (1) + (7) ,.. (2) + (4) + (5) + (6) 
f. ANNUAL STATISTICAL DIGEST, C. S.O., Government of Trlnldad and Tobago. 

UnpublLshed Date, C. S. O. Government of Trlnldad and Tobago. 
g. (8) (9) 

e 
195·/ 
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TABLE 3 - 12 19' 

LABOUR FORCE STATISTICS - TRINIDAD AND TOBAGO 1955 - 65 , 

(thousand persons) 

1955 1956 1957 1960 1963 1964 1965 

Total Population 720.8 742.5 764.9 840.3 924.2 951.0 973.9 

Population of Working Age 394.9 402.7 414.0 448.7 497.0 512.5 524.9 

Active Labour Force 275.0 275.0 268.0 289.0 324.0 346.3 348.4 

Unemp10yed 24.9 24.9 30.2 37.0 45.0 47.3 47.8 

Total Emp10yed 250.1 250.1 237.8 252.0 279.0 299.0 300.6 

Public Sectors 32.4 33.5 35.6 42.3 59.5 62.5 63.0 

Petro1eum 19.7 16.6 16.2 15.1 14.2 14.0 14.4 

Agriculture 75.4 65.2 62.7 53.5 56.5 76.1 67.2 

Manufacturing 35.9 39.6 35.8 35.6 41.4 44.7 43.8 

of which: Sugar (16.0) (15.4) (14.8) (14.2) (12.2) (13.7) (12.3) 

Other Manufacturing (19.9) (24.2) (21.0) (21.4) (29.2) (31.0) (31. 5) 

Construction 19.6 26.4 25.2 30.7 33.0 29.3 31.8 

Commerce 32.7 28.5 27.9 33.8 39.2 42.5 50.6 

AlI Other Industries 34.4 40.3 34.4 41.0 35.2 29.9 29.8 

Sources: Jack Harewood, liA Comparison of Labour Force Data in Trinidad and Tobago 1946-1964", 
Research Papers, No. 2, C.S.O., Government of Trinidad and Tobago. 
Continuous Samp1e Survey of Population, C.S.O., Government of Trinidad and Tobago. 
Annua1 Statistica1 Digest, C.S.O., Government of Trinidad and Tobago. 
Report on the Manpower Situation in Trinidad and Tobago, Nos. 1-3, Govt. of Trinidad & Tobago. 
Draft Third Five-Year Plan 1969-1973, Government of Trinidad and Tobago 1968. 
,.\,\&.<".1\<1«(.'1', < le ,. 



• • 
TABLE 3 ... 13a 

Jf1 
GROSS DOMESTIC PRODUCT AT FACTOR COST 

$mn TT 
Trinidad and Tobago 1951-65 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Agriculture, Forests, 
Fisheries and Quarrying 55.6 61.0 69.3 76.9 83.6 84.1 93.6 98.5 99.0 108.4 112.5 108.3 115.7 111.8 105.5 

Petro1eum 93.5 98.3 121.2 120.1 138.9 187.1 237.1 233.3 261.4 263.4 286.3 291.5 296.9 301.0 284.1 

Sugar Manufacturing 7.7 8.9 11.2 12.4 13.5 11.0 13.2 13.1+ 14.! 16.8 18.2 15.5 N.A. N.A. N.A. 

Other Manufacturing 35.7 37.9 39.6 42.2 45.9 50.2 64.7 77 .9 89.0 91.4 101.3 116.6 141.7 161.8 179.2 

Construction 8.4 9.3 8.1 10.1 14.1 17.0 20.7 32.3 36.3 40.6 49.7 55.3 64.4 57.3 58.6 

Transport & Distribution 38.7 44.2 45.3 48.3 69.9 89.4 104.2 119.3 133.2 149.6 162~1 173.7 175.9 193.0 211.7 

Public Uti1ities 11.1 12.4 13.1 13.5 14.9 16.2 18.7 19.6 21.3 28.4 36.6 41.5 43.8 53.5 64.9 

General Government 29.0 36.2 40.7 47.9 48.6 51.2 52.6 63.4 70.8 82.5 93.1 100.5 104.3 115.2 118.6 

Ownership of Dwe11ings 8.3 9.0 9.6 10.4 10.8 11.0 11.0 11.5 13.4 16.8 19.6 21.6 42.3 44.3 47.3 

Banking and Finance 6.3 7.1 7.3 7.2 9.6 10.7 12.2 15.1 16.1 20.0 19.8 21.0 34.7 37.6 39.4 

Other Services 17.8 19.1 20.9 21.5 27.3 28.4 31.1 35.1 ~~.5 48.0 55.6 60.2 56.A 58.5 66.6 

~---~-------------------
TOTAL 312.1 343,4 386.3 410.5 476.1 556.3 659.1 719.4 799.1 865.9 954.8 1005.7 1076.1 1134.0 1175.9 
1. Inc1udes sugar manufacturing in 1963, 1964 and 1965 

Source 1 National Income of Trinidad and Tobago 1951-1961, C.S.O., Government of Trinindad and 
Tobago 1963. 

Nati~na1 Income of Trinidad and Tobago 1952-1962, C.S.O., Government of Trinidad and 
Tobago, 1964. 

Draft Third rive Year P1~n 1969 ... 1973, Government of Trinidad and Tobago, 1968. 
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TABLE 3 - 13b '-'7-1 

GROSS DOMESTIC PRODUCT AT FACTOR COST 

Trinidad and Tobago 1951-65 (Percent) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Agriculture, Forests, 
Fisheries and Quarrying 17.8 17.8 17.9 18.7 17.5 15.1 14.2 13.7 12.4 12.5 11.8 10.8 10.8 9.9 9.0 

Petro1eum 30.0 28.6 31.4 29.3 29.2 33.6 36.0 32.4 32.7 30.4 30.0 29.0 27.6 26.5 24.2 

Sugar Manufacturing 2.5 2.6 2.9 3.0 2.8 2.0 2.0 1.9 1.8 1.9 1.9 1.5 N.A. N.A. N.A. 

Other Manufacturing 11.4 11.0 10.3 10.3 9.7 9.0 9.8 10.8 11.1 10.6 10.6 11.6 13.2 14.3 15.2 

Construction 2.7 2.7 2.1 2.5 2.9 3.1 3.1 4.5 4.5 4.7 5.2 5.5 6.0 5.0 5.0 

Transport & Distribution 12.4 12.9 11. 7 11.8 14.7 16.1 15.8 16.6 16.7 17.3 17.0 17.3 16.3 17.0 18.0 

Public Uti1ities 3.5 3.6 3.4 3.3 3.1 2.9 2.8 2.7 2.7 3.3 3.8 4.1 4.1 4.7 5.5 

General Government 9.3 10.5 10.5 11. 7 10.2 9.2 8.0 8.8 8.8 9.5 9.7 10.0 9.7 10.2 10.1 

Ownership of Dwe11ings 2.7 2.6 2.5 2.5 2.2 2.0 1.7 1.6 1.7 1.9 2.1 2.1 3.9 3.9 4.0 

Banking and Finance 2.0 2.1 1.9 1.7 2.0 1.9 1.9 2.1 2.0 2.3 2.1 2.1 3.2 3.3 3.3 

Other Services 5.7 5.6 5.4 5.2 5.7 5.1 4.7 4.9 5.6 5.6 5.8 6.0 5.2 5.2 5.7 

TOTAL 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 

N.A. - No data Avai1ab1e 

Source : See Table 3-13a. 
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TABLE 3 ... 14 19' 

BALANCE OF PAYMENTS - TRINIDAD AND TOBAGO 1951 - 65 
($mn TT) 

Current Account 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

1. Merchandise Exports 181.8 190.9 218.4 228.3 252.7 288.9 327.8 368.6 390.3 437.3 553 .6. 559 ~9. 595.0 693.4 710.5 
(adjusted) 

a. 1ess Crude Petro1eum 65.2 71.3 65.3 65.3 73.8 76.5 88.0 116.1 131.1 158.5 266.6 272.0 295.6 362.6 395.2 
Imports 

b. Net Merchandise 
Exports 116.6 119.6 153.' 163.0 :p8.9 212.4 239.8 252.5 259.2 278.8 287.0 287.9 299.4 330.8 315.3 

2. Merchandise Imports 218.5 243.9 236.3 249.5 294.7 300.7 355.0 411.6 447.0 502.1 584.0 606.2 644.0 731.0 816.9 
(adjusted) 

a. 1ess Crude Petro1eum 65.2 71.3 65.3 65.3 73.8 76.5 88.0 116.1 131.1 158.5 266.6 272.0 295.6 362.6 395.2 
Imports 

b. Net Merchandise 
Imports 153.3 172.6 171.0 184.2 220.9 224.2 267.0 295.5 315.9 343.6 317 .4 334.2 348.4 368.4 421.7 

3. Balance on Visible 
Trade -36.7 -53,0 -17.9 -21.2 -42.0 -11.8 -27.2 -43.0 -56.7 -64.8 "'30.4 -46.3 -49.0 -37.6 -106.4 
Exports of Services 

4. Transportation 45.0 51.3 51.2 47.7 46.3 60.2 90.2 83.5 ,85.4 85.2 99.0 93.3 79.6 87.7 78.8 
~. . 

a. Stores & Bunkers (33.0) (38.9) (38.6) (34.0) (33.2) (43.6) (66.6) (59.3) (61.9) (55.4) (66.0) (57.6) (48.6) (52.9) (43.1) 

b. Other (12.0) (12.4) (12.6) (13.7) (13,.1) (16.6) (23.6) (24.2) (23.5) (29.8) (33.0) (35.7) (31.0) (34.8) (35.7) 

5. Tourism 6.0 5.8 6.7 6.2 8.4 10.0 12.1 13.7 14.8 15.2 16.3 17.5 18.7 19.9 21.1 

6. Other Services 14.5 15.9 16.5 18.7 19.7 25.1 29.3 34.9 39.2 31. 7 36.0 33.8 35.9 35.0 39.8 

7. Total Exports of 65.5 73.0 74.4 72.6 74.4 95.3 131.6 132.1 139.4 132.1 151.3 144.6 134.2 142.6 139.7 
Services 
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1ABLE 3 ~ 14 (contd.) 198·/ 

,BALANCE OF PAYMENTS - TRINIDAD AND TOBAGO 1951 po 65 . (. 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
~ 

Imports of Services 

8. Investment Income 33;2 ' 28.0', 39.8 36.1 43.0 72.9 113.8 82.5 107.9 100.6 128.5 126.5 127.1 130.2 114.7 

9. Other Services 16.7 18.9 21.3 23.8 22.9 38.9 ' 48.4 59.2 66.5 52.9 58.4 65.0 57.8 59.9 57.8 

.0. Total Imports of 49.9 46.9 61.1 59.9 65.9 111.8 162.2 141. 7 174.4 153.5 186.9 191.5 184.9 190.1 172.5 
SerVices 

.1. Balance on Services 15.6 26.1 13.3 12.7 8.5 -16.5 -30.6 -9.6 -35.0 -21.4 -35.6 -46.9 -50.7 ... 47.5 ... 32.8 

.2. Balance on Goods & -21.1 -26.9 -4.6 -8.5 -33.5 -28.3 -57.6 -52.6 -91.7 -86.2 -66.0 -93.2 -99.7 -85.1 -139.2 
Services 

.3. Net Transfer 
Payments 0.6 0.1 0.5 0.1 -0.5 -2.3 -2.0 -4.2 -3.6 -1.6 -6.3 -3.9 -2.7 +1.2 +21.3 

.4. Balance on Current -20.5 -26.8 -4.1 -8.4 -34.0 -30.6 -59.8 -56.8 -95.3 -87.8 -72.3 97.1 -102.4 -83.9 -117.9 
Account 

.5. Capital Inflows 28.1 34.9 25.4 40.5 35.5 48.3 100.6 69.6 109.2 89.0 63.8 73.4 100.7 57.7 107.4 

.6. Capital Outflows 2.4 3.0 4.1 3.2 4.7 4.6 4.9 5.5 2.1 19.8 9.5 6.1 5.4 5.4 5.4 

.7. Net Capital Movements 25.7 31.9 21.3 37.3 30.8 43.7 95.7 64.1 107.1 69.2 54.4 67.3 95.3 52.3 102.0 

Public Sector 

.8. Capital Inflows 12.2 ~ 20,4 <:' '0:" ~ '" <:' '" <:' 13,8 45.9 45.0 24.3 

L9. Capital Outflows 1.8 3.8 22.1 7.0 

~O. Net Capital Movements 12.2 20.4 12.0 42.1 22.9 17.3 



• • 
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BALANCE OF PAYMENTS - TRINIDAD AND TOBAGO 1951 - 65 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

21. Net Capital F10ws -
Public and Private 37.9 31.9 21.3 37.3 30.8 43.7 95.7 64.1 107.1 69.2 54.4 79.3 137.4 75.2 119.3 
(non-monetary) 

22. Errors and Omissions -5.3 +1.3 -8.2 -17.5 -12.3 -8.9 +2.1 +7.0 -8.5 -9.1 -2.9 +3.8 +5.4 -22.9 +5.9 

23. Monetary Movements 
(Net) -12.1 -6.4 -9.0 -31.8 +15.5 -4.2 -38.0 -14.3 -3.3 +27.7 +20.8 +14.0 -40.4 +31.6 -7.3 

Increase (-) 
Decrease (+) 

Source: National Incorne of Trinidad and Tobago 1951-1961. C.S.O., Government of Trinidad and Tobago 1963. 

National Incorne of Trinidad and Tobago 1952-1962. C.S.O., Government of Trinidad and Tobago 1964. 

Draft Third Five Year Plan 1969-1973. Government of Trinidad and Tobago 1968. 

Balance of Payments Summary 1956-1966. C.S.O., Governrnent of Trinidad and Tobago 1967. 

Annua1 Est1mates of Expenditure, Government of Trinidad and Tobago. 

I.M.F. Report 1965, Tables and Worksheets, Government of Trinidad and Tobago 1966. 

Financia1 Statistics 1966, C.S.O., Government of Trinidad and Tobago 1967. 

Unpub1ished Data, Government of Trinidad and Tobago. 
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TABLE 3 - 15 199 

CENTRAL GOVERNMENT REVENUE AND EXPENDITURE--TRINIDAD AND TOBAGO 
1951-65 

$mn TT 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Current Revenue 

a. Total Direct Taxes 22.4 27.3 26.9 27.3 31.0 35.1 42.2 57.4 53.0 56.6 57.5 63.3 69.2 80.4 75.3 
(1) Petro1eum 13.7 17.1 15.6 14.7 18.8 19.6 27.7 36.8 29.6 29.8 29.1 34.5 35.3 37.7 33.6 

(ii) Other Company 4.7 5.4 6.4 7.3 8.0 11.1 9.1 12.1 15.0 14.6 14.8 14.1 14.4 19.9 17.7 
(iii) Persona1 4.0 4.8 4.9 5.3 4.2 4.4 5.4 8.5 8.4 12.2 13.6 14.7 19.5 22.8 24.0 

b. Royalties on Oi1 6.6 6.7 7.0 8.3 8.7 10.5 13.9 16.0 16.9 18.1 19.8 20.8 21. 2 21.8 20.8 

c. Import Duties 13.3 14.2 15.2 17 .6 20.1 20.7 22.5 26.9 29.1 33.4 30.8 40.0 38.7 43.5 47.2 

d. Other 15.7 17.9 18.0 19.5 21.5 21.6 22.4 29.5 34.2 40.6 37.4 41.5 55.7 58.1 62.9 

Total Current Revenue 58.0 66.1 67.1 72.7 81.3 87.9 101.0 129.8 133.2 148.7 145.5 165.6 184.8 203.8 206.2 

Current E~enditure 
a. Persona1 Emoluments 16.1 17.0 18.1 22.7 25.7 27.3 35.8 32.2 40.2 43.6 48.4 53.6 68.4 68.1 70.5 

b. Other Labour Pay- 9.6 15.2 17.3 19.5 17.4 19.8 12.6 25 .• 0 23.4 26.1 35.9 35.7 33.4 37.8 38.9 
ments 

c. Supplies and . 
Services 16.5 16.1 12.7 13.8 13.6 13.4 18.0 20.7 24.7 31.6 33.3 37.4 32.1 37.8 35.1 

d. Interest Payments 1.2 1.7 1.7 1.8 3.1 3.5 2.8 2.8 2.8 3.3 4.1 5.3 7.0 8.3 11.3 

e. Amortization pay-_ 0.9 1.5 1.5 1.7 1.9 1.9 1.7 1.7 3.4 2.8 3.0 5.0 7.0 8.2 8.5 
ments 

f. Current Trans- 5.6 6.4 8.9 9.5 10.6 10.8 12.3 14.9 14.1 15.3 18.5 22.1 25.6 34.5 34.0 
fers 

g. Total Current 49.9 57.9 60.2 69.0 72.3 76.7 83.2 97.3 108.6 122.7 143.2 159.1 173.5 193.7 198.3 
Expenditures 
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TABLE 3 - 15 (contd.) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Financing of Capital 
E~enditure 

a. Surplus Current 
Account 8.1 8.2 6.9 3.7 9.0 11.2 17.8 32.5 24.6 26.0 2.3 6.5 11.3 10.1 7.9 

b. Interna1 Borrowing 12.3 12.7 2.1 24.7 4.2 27.9 14.0 

c. Foreign Grants 1.2 0.7 1.1 0.9 0.6 0.6 0.5 0.2 1.6 1.3 0.4 9.2 0.7 2.0 26.2 

d. Foreign Borrowing 12.2 20.4 13.8 45.9 45.0 24.3 

e. Increase (-) 
Decrease (+) in -11.1 -14.1 +5.7 +7.6 -1.6 -4:4 +3.5 -5.8 
Cash Balance 

f. Increase (-) 
Decrease (+) in -0.2 +2.8 +7.3 +9.3 +2.4 +3.0 -14.4 -12.1 +46.3 
Accumu1ated Surplus 

g. Other Transfers +1.5 +0.8 +0.9 +1.3 +1. 7 +2.4 +1.5 +1.3 +3.7 +3.8 +3.0 +3.5 +3.6 -26.0 -8.8 
and Ag,justments 

Source: 
Financiâl Statistics 1966, C.S.O., Government of Trinidad and Tobago, 1967. 

I.M.F. Report 1965, Tables and Worksheets, Government of Trinidad and Tobago 1966 

Draft Third Five Year Plan 1969-1973, Government of Trinidad and Tobago, 1968. 

Unpub1ished Data, Government of Trinidad and Tobago. 

National Income of Trinidad and Tobago 1951-1961. C.S.O., Governrnent of Trinidad and Tobago. 1963. 

National Incorne of Trinidad and Tobago 1952-1962, C.S.O., Government of Trinidad and Tobago 1964. 
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Table 3-16 e..oO 

CORRELATION AND REGRESSION CO'PJ:tFICIENTS 1951-59, 1959-.65. 

Independent Variable (X) Dependent Variab1e(Y) Values Years Intercept Correlation Regression Computed 
Coefficient Coefficient T 

Value 

GDP - Petroleum Sector GDP - Public Sectors $ 1951-59 25.79 0.932 0.234 6.8 
1959- 65 -303.96 0.767 1. 563 2.67 

L09S 1951-59 0.46 0.934 0.611 6.93 
1959-65 -6.43 0.815 3.494 3.14 

GDP - Petro1eum Sector GDP - Private $ 1951-59 51.72 0.976 1.425 11.80 
Dome sUc Sectors 1959-65 -796.79 0.782 4.861 2.81 

Logs 1951-59 0.67 0.980 0.806 13.13 
1959- 65 -121. 69 0.451 1.328 1.13 

Petro1eum Export General Government $ 1951-59 17.73 0.940 0.471 7.29 
Earnings (less crude Expenditures (current 1959- 65 -121. 69 0.451 1.328 1.13 
oil imp ŒrtS). and capital). 

Logs 1951-59 0.21 0.954 0.796 8.41 
1959-65 -2.18 0.494 1. 874 1. 27 

Petro1eum Export General Government $ 1951-59 12.18 0.932 0.469 6.82 
Earnings (less crude Current Revenues 1959-65 87.40 0.178 0.330 0.40 
oil imports) 

Logs 1951-59 0.14 0.945 0.818 7.67 
1959-65 0.86 0.209 0.567 0.48 
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Independent Variable (X) Dependent Variab1e(y) Values Years Interœ pt.,. Correlation Regression Computed 
Coefficient Coeficient T 

Value 

Fdvate Consumption Imports of $ 1951-59 39.31 0.998 0.337 38.28 
Expenditure s Consumer Goods 1959-65 141.69 0.846 0.138 3.55 

Logs 1951-59 0.36 0.996 0.721 28.81 
1959-65 1.31 0.837 0.373 3.41 

Imports of Consumer Imports of $ 1951-59 8.54 0.990 0.319 19.10 
Goods Foodstuffs 1959-65 2.64 0.931 0.350 5.72 

Logs 1951-59 -0.14 0.988 0.870 16.94 
1959-65 -0.39 0.926 0 •. 979 5.49 

Gros s Dome stic Fixed Imports of $ 1951-59 23.12 0.965 0.388 9.81 
Captial Formation Capital Goods 1959-65 -43.82 0.799 0.586 2.97 

Logs 1951-59 0.34 0.976 0.726 11.88 
1959-65 -0.98 0.770 1.248 2.70 

Gross Domestic Fixed Expenditure s on $ 1951-59 -23.12 0.986 0.612 18;-48 
Capital Formation Domestic Capital 1959-65 43.82 0.684 0.413 2.09 

Goods and Service s Logs 1951-59 -1.19 0.984 1.378 14.87 
1959-65 0.33 0.719 0.765 2.31 

Petroleum Export Economy Wage Rate $ 1951-59 66.57 0.956 0.442 8.61 
Earnings ( 1ess Crude Oil 1959-65 128.86 0.1313 0.511 0.29 
Imports) Logs 1951-59 71.51 0.953 0.379 8.36 

1959-65 22.69 0.282 0.843 0.66 
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Table 3-16 Cont'd 

Independent . \brlable(X) Dependent Variable(Y) Values Years Intercept Correlation Regression Computed 
Coeffieient Coefficient 'lI.' 

Value 

PersonalIncomes Direct Taxe s $ 1951-59 -0.68 0.903 0.018 5.55 
1959-65 -12.47 0.949 0.041 6.72 

Disposable Personal Private Consumption 
Incomes Expenditures $ 1951-59 -24.38 0.999 0.989 75.35 

1959-65 -22.73 -.994 0.962 20.05 
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TABLE 3 - 17 

COMPOSITION OF COMMODITY IMPORTSa - TRINIDAD AND TOBAGO 1951-65 2,.01 

$mm T.T. 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Food, Beverages 
Tobaccob 40.5 47.4 47.0 50.8 56.9 60.0 63.5 69.5 73.6 78.8 80.9 83.5 84.1 90.9 94.0 

Manufactured Consumer 
88.41 Goodsc 47.0 47.2 46.6 50.8 56.7 56.9 64.4 72.8 82.3 91.4 86.5 90.2 94.7 101.9 

Chemica1sd 10.9 11.5 11.5 12.8 15.9 17.4 19.5 20.9 20.8 22.7 23.0 23.8 25.5 29.0 34.5 

Other Commodity Importse 9.0 9.2 10.8 11.1 16.9 17.3 17.5 21.3 24.8 25.8 19.4 21.0 20.4 \ 26.3 22.4 

Machinery& Transport 
Equipment 

Consumptionf 3.3 3.1 3.4 3.4 5.1 4.9 5.8 6.5 6.9 10.9 8.2 8.4 5.5 7.8 9.8 

Capita1g 26.4 31.3 29.8 35.1 45.1 42.9 63.7 66.7 73.9 78.2 65.6 70.1 90.1 87.9 119.3 

Other Capital Goodsh 16.2 22.9 21.9 20.2 24.3 24.8 32.6 37.8 33.6 35.8 33.8 37.2 34.4 31.8 39.8 

Total Commodity Imports 153.3 172.6 171.0 184.2 220.9 224.2 267.0 295.5 315.9 343.6 317.4 334.2 348.4 368.4 421. 7 

Notes: 
a. This total exc1udes imports of crude petro1eum 

b. Items inc1uded in SITC, Sections 0 and 1 

c. Items inc1uded in SITC Sections 6 and 8, exc1uding those divisions and subdivisions inc1uded in Row 6 

d. Items inc1uded in SITC Section 5 

e. Residua1 Item 

f, g, h. See notes to Table 3 - 21 

Source: Oversess Trade, C.S.O., Government of Trinidad and Tobago. 
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GROSS DOMESTIC EXPENDITURES ... TRINIDAD AND TOBA<;:O 1951 ... 65 
< < ( ( ($mn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Consumption 

Public 35.2 44.7 49.9 56.4 60.6 67.7 66.1 77.7 81.6 87.8 109.5 122.7 135.0 145.0 153.0 
Private 205.0 230.6 243.3 268.7 328.9 354.3 402.6 443.7 496.4 555.1 588.2 622~2 727.0 ;139.0 813.0 -- -- -- -- -- -- -- -- -- --- ---------
TOTAL 240.2 275.3 293.2 325.1 389.5 422.0 468.7 521.4 578.0 642.9 697.7 744.9 862.0 884.0 966.0 

Fixed Capital Formation 
Public 9.1 10.9 13.6 14.6 18.9 18.8 21.6 33.2 41.8 47.0 47.6 64.3 68.5 70.6 68.6 
Private 60.7 63.9 65.2 69.8 89.9 102.0 139.7 162.4 200.8 221.3 211.2 231.1 207.3 203.7 257.0 

TOTAL 69.8 74.8 78.8 84.4 108.8 120.8 161.3 195.6 242.6 268.3 258.8 295.4 275.8 274.3 325.6 

Changes in Stock 16.0 19.7 7.1 7.3 6.7 4.7 11.2 10.6 6,.7 .7.6 -2.5 2.8 -4.0 5.0 2.0 

Total Investment 85.8 94.5 85.9 91. 7 115.5 125.5 172.5 206.2 249 .. 3 285.9 256.3 298.2 271.8 279.3 327.6 

Expenditure on Consumption 
and Investment 326.0 369.8 379.1 416.8 505.0 547.5 641.2 727.6 827.3 928.8 954.0 1043.1 1133.8 1163.3 1293.6 

Source: 
National Income of Trinidad and Tobago 1951-1961, C.S.O., Government of Trinidad and Tobago 1963 

National Income of Trinidad and Tobago 1952-62, C.S.O., Government of Trinidad and Tobago, 1964. 

Draft Third Five Year Plan 1969-1973, Government of Trinidad and Tobago, 1968. 
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TABLE 3 - 19 

PERSONAL INCOMES - TRINIDAD AND TOBAGO 1951 - 65 ($rnn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Private Consurnption 

Food 76.7 89.1 94.8 104.3 126.7 138.0 152.5 169.2 186.2 203.5 221.8 234.6 239.3 235.5 254.7 
A1coho1ic Drinks and 

Tobacco 21.6 23.8 25.2 26.8 33.2 35.9 38.3 40.6 45.9 57.8 59.1 62.1 64.9 64.9 69.0 
Househo1d Goods 
(Durable & Non-Durable) 13.4 15.4 17.3 19.1 32.3 35.0 43.4 43.8 48.7 53.1 57.3 60.2 78.8 96.5 111.2 

C10thing & Footwear 28.3 30.4 31.0 32.9 38.4 38.6 42.5 46.7 50.7 57.0 58.0 61.0) 
) 107.1 130.6 141.8 

Other Goods 10.3 10.8 11.8 12.6 17.4 18.1 23.8 28.4 33.6 30.4 29.7 31.3) 

Services 54.7 61.1 63.3 73.0 80.9 88.7 102.1 115.0 131.3 153.3 162.3 173.0 236.9 211.5 236.3 

TOTAL 205.0 230.6 243.4 268.7 328.9 354.3 402.6 443.7 496.4 555.1 588.2 622.2 727.0 739.0 813.0 

Persona1 Savings 24.4 23.6 31.1 34.5' 25.7 25.5 29.1 32.0 28.7 43.9 67.3 60.9 49.7 37.7 54.2 

Direct Taxes 3.2 3.8 4.9 5.2 6.0 7.1 5.0 8.4 9.6 14.0 15.5 13.2 19.5 22.8 24.0 

Total Persona1 Incornes 232.6 258.0 279.3 308.4 360.6 386.9 436.7 484.1 534.7 613.0 671.0 696.3 796.2 799.5 891.2 

Source: National Incorne of Trinidad and Tobago 1951 - 1961, C.S.O. Government of Trinidad and Tobago 

National Incorne of Trinidad and Tobago 1952 - 1962, C.S.O., Government of Trinidad and Tobago. 

Unpublished data, C.S.O., Government of Trinidad and Tobago. 
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,TABLE 3 - 20 2, 0 .lt-

,INDUSTRY COMPOSITION GROSS DOMESTIC FIXED CAPITAL FORMATION 
TRINIDAD AND TOBAGO 1951-1965 

($rnm TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 -..-- -..--

Petro1eum 30.6 30.1 32.2 35.2 40.6 48.9 66.7 71. 7 102.6 101. 7 85.8 107.3 96.7 92.6 115.1 

Sugar and Rum 1.5 1.6 1.7 1.6 5.3 5.1 6.4 7.3 6.8 4.1 4.6 4.5 6.2 9.6 14.5 

Other Manufacturing 8.8 9.0 4.9 5.9 7.9 11.4 14.4 16.6 15.0 13.1 22.6 22.0 N.A. N.A. N.A. 

Agriculture 3.3 3.0 3.7 3.9 5.3 5.1 8.6 9.6 9.5 6.0 5.9 5.5 N.A. N.A. N.A. 

New Dwe11ing Houses 8.0 9.2 11. 7 12.4 13.7 16.1 16.2 16.6 19.4 22.7 26.0 29.5 30.6 32.3 40.6 

Other Private Sector 8.5 11.0 11.0 10.8 17.1 15.4 27.4 40.6 47.5 73.6 66.3 62.3 73.8a 69.2a 86.8a 

Public Uti1ities 2.7 3.0 4.0 4.4 5.7 5.5 5.3 6.5 10.4 17.1 15.9 15.4 27.9 35.1 41.8 

General Government 6.4 7.9 9.6 10.2 13.2 13.3 16.3 26.7 31.4 30.0 31.7 48.9 40.6 35.5 26.8 

Gross Domestic Fixed 69.8 74.8 78.8 84.4 108.8 120.8 161.3 195.6 242.6 268.3 258.8 295.4 275.8 274.3 325.6 
Capital Formation 

N.A. No account avai1ab1e 

a Inc1udes 'other manufacturing' and agriculture 

Source : National Income of Trinidad and Tobago 1951-1961, C.S.O., Government of Trinidad and Tobago 

National Income of Trinidad and Tobago 1952 - 1962, C.S.O., Government of Trinidad and Tobago 

Unpub1ished Data, C.S.O., Government of Trinida and Tobago. 
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TABLE 3 - 21 . 

LOCAL AND FOREIGN CONTENT OF GROSS DOMESTIC FIXED CAPITAL FORMATION 
TRINIDAD AND TOBAGO 1951-65 

$mn TT 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Imported Capital Goods 

Wood, paperboard, 
non-metai1ic 3.8 3.4 3.5 3.0 1.8 1.6 2.3 2.2 2.9 3.2 3.8 2.9 3.2 3.8 4.1 
mineraIs 

Manufactured Goods of 
Iron and Steel Case 10.4 17.4 16.3 14.8 18.9 19.4 26.0 30.3 23.8 24.6 22.7 27.2 24.1 21.3 28.1 
Meta1s 2 
Machinery and 
Transport equipment3 26.4 31.3 29.8 35.1 45.1 42.9 63.7 66.7 73.9 78.2 65.6 70.1 90.1 87.9 119.3 

Misce11aneous4 2.0 2.1 2.1 2.4 3.6 3.8 4.3 5.3 6.9 8.0 7.3 7.1 7.1 6.7 7.6 

TOTAL 42.6 54.3 51. 7 55.3 69.4 67.7 96.3 104.5 1@7.5 114.0 99.4 107.3 124.5 119.7 159.1 

Local Capital Goods 5 27.2 20.6 27.1 29.1 39.4 53.1 65.0 91.1 135.1 154.3 159.4 188.1 151.3 154.6 166.5 
Gross Domestic Fixed 
Capital Formation 69.8 74.8 78.8 84.4 108.8 120.8 161.3 195.6 242.6 268.3 258.8 295.4 275.8 274.3 325.6 

Notes: 
1. Inc1udes items 1isted under SITC Nos. 631, 641/05/06/07, 661 and 662. 
2. Inc1udes items 1isted under SITC No. 681 
3. Inc1udes items 1isted under SITC Section 7, 1ess item No. 732-02 and 60% of 732-01. It is assumed 

that 40% of the 1ast mentioned item (road passenger vehic1es) goes into capital formation) 
4. Inc1udes items 1isted under SITC No.s 811, 812, 821, 861-03 and 861-09. 
5. This is a residua1 Item. 

Source: Overseas Trade, C.S.O., Government of Trinidad and Tobago. 
National Inèome of Trinidad and Tobago 1951-1961, C.S.O., Government of Trinidad and Tobago 1963. 
National Incomé of Trinidad and Tobago 1952-1962, C.S.O., Government of Trinidad and Tobago, 1964. 
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SOURCES OF ~INANCE FOR GROSS DOMESTIC"INVESTMENTS 
$mn TT 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 .........-.-

Depreciation 24.1 29.3 38.5 37.3 43.8 53.8 48.6 63.3 72.4 93.1 98.5 112.7 115.6 126.7 148.0 

Local Business Saving 3.2 3.4 5.1 5.6 3.5 9.1 14.2 16.8 13.2 10.4 6.8 9.3 8.8 6.7 9.6 

Househo1d Savings 24.4 23.6 31.1 34.5 25.7 25.5 29.1 32.0 28.7 43.9 67.3 60.9 49.7 37.7 54.2 

Public Saving 8.1 8.2 6.9 3.7 9.0 11.2 17.8 32.5 24.6 26.0 2.3 6.5 11.3 10.1 7.9 

Net Foreign Inf10ws 26.0 30.0 4.3 10.6 33.5 25.9 62.8 61.6 110.4 112.5 81.4 108.8 86.4 98.1 107.9 

Gross Domestic Invest- 85.8 94.5 85.9 91. 7 115.5 125.5 172.5 206.2 249,3 285.9 256,3 298.2 271.8 279.3 327.6 
mentsa 

a Inc1udes stocks 

Source National Income of Trinidad and Tobago 1951-1961, C.S.O., Government of Trinidad and Tobago, 1963. 

National Income of Trinidad and Tobago 1952-1962, C.S.O., Government of Trinidad and Tobago, 1964. 

Unpub1ished Data, C.S.O., Government of Trinidad and Tobago. 
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TABLE 3 - 23 
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SOURCE OF FINANCE OF CAPITAL FORMATION BY SECTORSa 

TRINIDAD AND TOBAGO 1951-65 ($mn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
Petro1eum 

Depreciation 19.8 23.1 28.9 27.2 33.9 43.0 36.8 48.8 56.2 73.1 72.8 79.9 74.1 74.8 80.4 
Retained Earnings 11.6 13.8 9.5 11.1 10.9 7.9 37.4 26.3 47.4 37.9 7.9 36.5 22.6 17 .8 34.7 

TOTAL 31.4 36.9 38.4 38.3 44.8 50.9 74.2 75.1 103.6 111.0 80.7 116.4 96.7 92.6 115.1 

Public Sector 
Depreciation 0.6 0.8 1.4 1.2 1.0 1.1 1.8 1.4 1.7 2.6 3.7 4.5 5.2 5.9 6.8 
Public Savings 8.1 8.2 6.9 3.7 9.0 11.2 17.8 31.8 24.6 26.0 2.3 6.5 11.3 10.1 7.9 
Interna1 Borrowing 10.4 11.9 2.1 24.7 4.2 27.9 14.0 
Foreign Services 0.4 1.9 5.3 9.7 8.9 6.5 2.0 5.1 6.6 39.5 28.6 47.8 26.7 39.9 

TOTAL 9.1 10.9 13.6 14.6 18.9 1S.8 21.6 33.2 41.8 47.1 47.6 64.3 68.5 70.6 68.6 

Private Domestic Sector 
Depreciation 3.7 5.4 8.2 8.9 8.9 9.7 10.0 13.1 14.5 17.4 22.8 28.3 34.5 44.0 58.4 
Private Savingsb 27.6 27.0 36.2 40.1 29.2 34.6 43.3 48.8 18.3 32.0 65.2 36.2 54.3 16.5 49.8 
Net Capital Inf10ws 14.0 14.3 -10.5 -9.2 13.7 11.5 23.4 36.0 11.1 78.4 40.0 53.0 17.8 55.6 35.7 

TOTAL 45.3 46.7 33.9 39.8 51.8 55.8 76.7 97.9 103.9 127.8 128.0 117.5 106.6 116.1 143.9 

Gross Capital Formationa 85.8 94.5 85.9 91.7 115.5 125.5 172.5 206.2 249.3 285.9 256.3 298.2 271.8 279.3 327.6 

a inc1udes stocks 
b ~c1udes local business savings and savings of househo1ds inc1uding incorporated business 

but inc1udes loans to the public sector. 

Source See TAble 3 - 22 
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TABLE- 3 - 24 

COMFOSITIO~DOMESTIC COMMODITY EXPORTS - TRINIDAD AND TOBAGO 1951-65 
($mn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Petro1euma 96.6 104.2 129.2 127.9 138.8 185.3 226.0 223.9 233.0 234.1 262.7 256.3 267.8 258.5 231.1 

Manufactured Ferti1izer 1.0 6.8 7.5 8.5 7.0 17.8 22.4 
and Amonia 

Sugar and Rum 21.9 21.1 26.6 29,2 31.9 26.4 31.2 32.5 32.8 38.1 47.0 35.1 48.0 46,7 42.7 

Other Manufactures 1.8 1.8 1.5 2.2 5.0 5.8 6.4 7.2 8.2 7.8 5.9 7.9 8.8 10.5 11.5 

Coca, Citrus, Coffee 13.1 10.2 14.7 19.6 14.5 13.0 11.5 17.1 13.2 11.5 9.1 10.9 12.9 10.5 8.0 

Other Exports 16.2 21.2 19.7 18.1 21.9 25.5 31.3 31.1 32.9 35.9 20.8 26.8 3.5 39.7 42.7 

TOTALa 149.6 158.5 191.7 197.0 212.1 256.0 306.4 311.8 321.1 334.2 353.0 345.5 348.0 383.7 358.4 

a Inc1udes stores and bunkers. 

Source: Overseas Trade Report, C.S.O., Government of Trinidad and Tobago. 
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TABLE 3 - 25 2.01 

SOURCE OF FOREIGN EXCHANGE FOR IMPORTS - TRINIDAD AND TOBAGO 1951-65 
($mn TT) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Petro1eum a 61.5 69.1 76.6 81.8 88.3 96.1 110.3 124.0 131.9 145.4 131.2 159.4 155.3 146.2 154.4 

Sugar and Rum 21.9 21.1 26.6 29.2 31.9 26.4 31.2 32.5 32:8 .38.1 ':47~0 -35.1 48~0 46.7 42.7 
(export earnings) 

Transportationb 10.1 11.1 12.0 13.1 12.5 16.6 23.6 24.2 23.5 29.8 33.0 35.7 31.0 34.8 35.7 

Other Services 20.5 21. 7 23.2 24.9 28.1 35.1 41.4 48.6 54.0 46.9 52.3 51.3 54.6 54.9 60.9 

Net Private Capital 
Inflowsc 8.9 11.9 8.7 21. 7 13.7 33.9 57.3 39.3 58.4 37.1 34.5 9.2 61.5 16.9 40.4 

A11 other sources 26.0 26.5 15.7 8.5 40.0 24.3 6.4 38.5 37.8 59.2 45.4 73.9 31.2 105.9 116.4 

Imports of goods and 
Servicesd 148.9 161.4 162.8 179.2 214.5 232.4 270.2 307.1 338.4 356.5 343.4 364.6 381.6 405.4 450.5 

Movements in Foreign 
Exchange Reserves +12.1 +6.4 +9.0 +31.8 -15.5 +4.2 +38.0 +14.3 +3.3 -27.7 -20.8 -14.0 +40.4 -31.6 +7.3 

TOTAL SOURCES 161.0 167.8 171.8 211.0 199.0 236.6 308.2 321.4 341.7 328.8 322.6 350.6 422.0 373.8 457.8 

a exc1udes intermediate and investment income but inc1udes bunkers. 

b exc1udes petro1eum bunkers. 

c. exc1udes inf10ws to the petro1eum sector 

d. exc1udes remitted profits and imported intermediates of the petro1eum industry 

Source: See Table 3 - 14. A1so Overseas Trade, C.S.O., Government of Trinidad and Tobago 
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TABLE 3 - 26 

ASSETS, DEPOSITS, LOANS AND ADVANCES OF THE COMMERCIAL BANKS 
TRINIDAD AND TOBAGO 1951 - 1965 

$mn TT 
Local Assets as Loans and Advances 
Percentage of as Percentage of 

Loans and Total Total Local 
Total Assets Total DeposJts Local Assets Advances Total Assets Deposits Assets Assets 

--~ 

1951 88.7 80.0 36.6 26.2 41.3 45.8 29.5 71.5 

1952 91.3 85.7 37.4 28.1 40.9 43.6 30.7 75.1 

1953 100.4 94.2 39.7 29.6 39.6 42.2 29.5 74.6 

1954 112.4 105.1 43.5 31.4 38.7 41.4 27.9 72.2 

1955 118.8 111.5 52.2 41.3 44.0 46.8 34.8 79.2 

1956 131.1 121.5 52.0 40.4 39.7 42.8 30.8 77.7 

1957 174.0 163.9 51.8 40.2 29.8 31.6 23.1 77 .5 

1958 172.5 162.8 57.8 44.8 33.5 35.5 26.0 77.4 

1959 199.5 190.3 78.5 61.2 39.3 41.2 30.7 78.0 

1960 205.0 193.9 99.1 83.0 48.4 51.1 40.5 83.7 

1961 199.9 189.9 115.8 101.0 57.9 61.0 50.5 87.2 

1962 212.2 202.8 147.1 113.9 69.3 72.6 53.7 77.4 

1963 253.0 240.5 153.8 118.0 60.8 63.9 46.7 76.7 

1964 267.1 247.7 194.2 133.6 72.7 78.4 50.0 68.8 

1965 286.1 267.7 219.4 167.4 76.0 81.2 58.5 77.0 

Source: Annua1 Statistica1 Di8eB~, C.S.O., Government of Trinidad and Tobago. 
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TABLE 3 - 27 

GROWTH OF POPULATION - TRINIDAD AND TOBAUO 1955-65 
( '000 pers ons) 

Birth rate per Death rate per Net 
Mid-Year 1,000 of 1,000 of Migration 
Population Population Population (100 persons) 

720.8 41.9 10.4 -1.6 

742.5 36.9 9.6 +4.3 

764.9 37.7 9.5 +8.8 

788.6 37.6 9.2 +37.5 

817.0 37.4 9.1 +48.4 

840.3 39.1 7.9 -1.4 

866.7 37.9 7.9 +3.9 

900.4 37.9 7.1 +26.0 

924.2 35.6 7.2 +23.2 

951.0 34.7 7.0 -21.2 

973.9 32.8 6.9 -30.5 

Source: Annua1 Statistica1 Digest, C.S.O., Government of 
Trinidad and Tobago. 

,JI 
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TABLE 3 - 28 

COMPARATIVE RATES OF GROWTH OF VALUE ADDED AND EMPLOYMENT 
TRINIDAD AND TOBAGO 1955 - 1965 

Value Added Emp10yment Value Added Emp10yment 

A11 Industries 12.7 .0.2 6.3 3.5 

Public Sectors 10.9 5.4 10.9 8.2 

Petro1eum 13.7 -5.4 1.5 -0.9 

Private Domestic Sectors 12.4 -0.3 7.6 2.8 

Manufacturing 18.0 -0.2 12.1 4.2 

Sugar 4.5 -2.4 N.A. -2.9 

Other Manufacturing 14.8 1.5 N.A. 8.0 

Agriculture 5.3 -7.1 -0.6 4.7 

Construction 23.6 9.4 7.6 0.7 

A11 other Industries 14.8 2.2 9.2 1.5 

Source: See Tables 3 - 12, and 3 - 13. 
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Value Added Emp10ymer 
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10.9 6.9 
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10.0 1.2 
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2.3 -1.2 

15.3 5.0 

12.0 1.8 
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TABLE 3 ~'29 2.13 

OUTPUT PER MAN, CAPITAL PER MAN AND CAPITAL/OUTPUT RATIO 
TRINIDAD AND TOBAGO 1955 - 1957 z 1963 - 1965 

($TT) 

Capital 
Output per Man Capital per Man . i a Output Rat 0 

$ $ 

AlI Industries A 2,292.0 529.7 0.23 
B 3,856.4 997.4 0.26 

Petro1eum A 10,725.7 2,975.2 0.28 
B 20,704.2 7,145.5 0.34 

Public Sectors A 1,992.1 584.2 0.29 
B 2,704.3 1,122.7 0.41 

Private Domestic A 1,585.9 300.3 0.19 
Sectors B 3,080.7 559.0 0.18 

Manufacturing A 1,783.5 453.7 0.25 
B 3,715.9 N.A. N.A. 

Sugar A 816.0 363.6 0.45 
B N.A. 793.2 N.A. 

AlI Other Manufacturing A 2,470.0 517.7 0.21 
B N.A. N.A. N.A. 

Agriculture A 1,285.3 93.4 0.07 
B 1,666.6 N.A. N.A. 

Construction A 727.5 N.A. N.A. 
B 1,916.0 N.A. N.A. 

AlI Other Industries A 2,091.8 N.A. N.A. 
B 4,447.0 N.A. N.A. 

Notes: 
A - 1955-57; B - 1963-65 

a This isnot that the conventional ratio o~cthe stoc~ of 
capital to the marginal increase in output. It is a 
ratio of average annua1 investment to average annua1 
output. 

Source: See Tables 3-12, 3-13, 3-20 • 



• TABLE 3 - 30 

NUMBER OF NEW JOBS BY INDUSTRY 

Industry 1955-60 1960-65 1955-65 

Al1 Industries +1,900 +48,600 +50,500 

Public Sectors +9,900 +20,700 +30,600 

Petro1eum -4,600 700 - 5,300 

Agriculture -21,900 +13,700 - 8,200 

Manufacturing - 300 + 8,200 + 7,900 
of which Sugar (-1,800) (-1,900) (-3,700) 
Other (+1,500) (+10,100) (+11,600) 

Construction +11,100 +1,100 +12,200 

Commerce +1,100 +16,800 +17,900 

Other Services +6,600 -11,200 -4,600 

Source: See Table 3-12 

• 
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TABLE3 ... 31 

2./f' 

INDEX OF MONEY WAGE RATES - SELECTED INDUSTRIES 1955-1965 
-- ----

(1955 • 100) 

1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Combined Total 100 107.6 110.2 U.8.3 118.4 123.7 164.5 172.2 190.5 209.4 221.7 

Petro1eum 100 115.6 116.0 126.2 126.2 156.7 170.2 170.2 209.1 227.5 260.1 

Government Services 100 102.8 104.1 111.1 124.6 131.6 181.6 185,2 189.8 229.1 236.2 

Construction 100 107.5 109.4 116.0 119.7 141.2 146.5 170.9 178.9 184.5 202.0 

Food, Drink and Tobacco 100 112.1 113.9 122.7 128.3 148.7 178.1 180.9 196.6 217.6 226.9 

Wearing Appare1 100 106.5 111.6 117.4 120.7 135.4 158.6 163.1 165.0 177 .6 179.0 

Other Manufacturing 100 108.8 111.6 119.0 128.0 142.8 170.4 184.6 198.9 213.4 223.9 

Services 100 107.4 111.4 126.0 127.7 149.7 178.2 188.4 192.7 193.5 202.9 

Transportation and Communi-
cation 100 103.9 108.8 110.2 118.2 136.2 136.6 174.5 182.7 204.0 213.7 

Sugar 100 101~8 106,3 114.3 
\ 

114~3 114,3 128,1 135,8 151,7 168,1 16~f2 

Source: Annua1 Statistica1 Digest, C,S.O., Government of Trinidad and Tobago. 
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TABLE 3 - 32a 2./' 

PAID EMPLOYEES BY INDUSTRIAL GROUP AND INCOME GROUP - 1965 

('000 persons and $TT) 

Total Incorne Group Per Month Median 
Pa id Month1y 

Industria1 Group Employees Under $100 $100-199 $200-299 $300-499 $500 + Income $ 

Total AlI Industries 205.7 76.4 79.7· 29.8 13.8 6.0 133.0 

Petro1eum 14.0 0.6 2.1 8.2 2.1 1.3 254.0 

Transport and Communication 18.6 3.2 8.4 4.4 2.2 0.4 172.0 

Construction 33.4 6.1 22.0 3.7 1.4 0.2 148.0 

Commerce 28.5 9.9 11.1 3.4 2.3 1.8 139.5 

Services 51.6 20.2 18.3 6.7 5.0 1.4 130.5 

Manufacturing 28.1 13.1 11.0 2.8 0.6 0.7 108.5 

Agriculture 31.2 23.2 6.8 0.6 0.3 0.2 66.5 

, 
Source: Continuous Sarnp1e Survey of Population No. 6., C.S.O., Government of Trinidad and Tobago. 
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TABLE- '3-' ~'32b 2/6·/ 

( , .. , ( i ; \ < , . 

PAID EMPLOYEES BY INDUSTRIAL GROUP AND INCOME<GROlfr"'" '1~65 
; l '( . i < i" , . , .. , « c ( 

(Percent) 

Total Income Group per Month 
Pa id 

Industria1 Grou~ Employees Under $100 $100-199 $200-299 $300-499 $500 + 

Total AlI Industries 100 37.2 38.7 14.5 6.7 2.9 

Petro1eum 100 4.2 14.7 57.3 14.7 9.1 

Transport & Communication 100 17.2 45.2 23.6 11.8 2.2 

Construction 100 18.3 65.8 11.1 4.2 0.6 

Commerce 100 34.7 38.9 11.9 8.1 6.4 

Services 100 39.1 35.5 13.0 9.7 2.7 

Manufacturing 100 46.5 39.0 9.9 2.1 2.5 

Agriculture 100 74.6 21.9 1.9 1.0 0.6 

Source: See Table 3 - 31a. 
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TABLE 3 .... 33a 2/7 
, 

PAID EMPLOYEES BY OCCUPATIONAL GROUP AND INCOME GROUP - 1965 

Occupationa1 Group 

Total A11 Occupations 

Professiona1 and Technica1 

Administrative, Executive, 
Manâgerial and Clerical Worker 

Craftsman, Production, Process 
Worker and Labourer 

Worker in Transportation 
and Communication 

Worker in Construction 

Commercial, Financia1 and 
Insurance Worker 

Service Worker 

Worker in Agriculture 

Source: 

('000 pers ons and TT $) 

Total Income Group Per Month Median 
Paid Month1y 
Employees Under $100 $100-199 $200-299 $300-499 $500 + Income 

205.7 76.4 79.7 29.8 13.8 6.0 133.0 

15.5 - 1.0 . 5.7 2.6 3.6 ... 2.6 240.\0 

25.1 2.3 11.5 5.6 3.6 2.1 189.0 

41.2 14.5 12.8 10.7 2.8 0.4 14.8.5 

22.8 5.9 12.3 3.3 1.2 0.1 145.0 

25.1 5.4 17.5 1.8 0.4 141.0 

11.6 4.8 3.6 1.7 1.1 0.4 128.0 

36.6 21.1 10.9 3.5 0.9 0.2 80.0 

,27.7 21.5 5.5 0.4 0.2 0.2 64.0 

Continuous Samp1e Survey of Population No. 6., C.S.O., Government of Trinidad 
and Tobago. 

$ 
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TM,LE 3 .... 33b . ,< i 201'1-' 

PAID EMPLOYEES BY OCCUPATIONAL GROUP AND INCOME GROUP - 1965 
; , i t , , 

(Percent) 

Total Income Group per Month 
Paid 

Occupationa1 Group Employees Under $100 $100-199 $200-299 $300-499 $500 + 

Total A11 Occupations 100 37.2 38.7 14.5 6.7 2.9 

Professiona1 and Technica1 100 6.5 36.7 16.8 23.2 16.8 

Administrative, Executive 
,Manageria1 and Clerical Worker 100 9.2 45.8 22.3 14.3 8.4 

Craftsman, Production, Process 
Worker and Labourer 100 35.2 31.1 25.9 6.8 1.0 

Wo~ker in Transportation and 
Cotmllunication 100 25.9 53.9 14.5 5.3 0.4 

Worker in Construction 100 21.5 69.7 7.2 1.6 

Cotmllercia1, Financia1 and 
Insurance Worker 100 41.4 31.0 14.6 9.5 3.5 

Service Worker 100 57.6 29.8 9.6 2.5 0.5 

Worker in Agriculture 100 77 .6 19.8 1.4 0.6 0.6 

Source: See Table 3 - 32a. 
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Composition of Gross Output of Petroleum Sector. 
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Figure 2. 

.r . Local and Foreign Content of Petroleum Outlays 
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Monay Wage Rate and Employment - Petro1eum Industry. 
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Figure 6. 

Annual Percent Changes in Value Added, Net Export 
Earn1ngs and Tax Payments of Petroleum. 
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Figure 7. 
Trend in Value Added in the Pub11c and 

Petroleum 5ectors. 
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Figure 11. 

General Government Expenditures • 

A - Payments to labour. 
B - Supplies and Services 
C - Interest and Amortization 
D - CUrrent Transfers 
E - Capital Expenditures. 
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Annual Changea in Value Added in Petroleum 
and the Public Bectora. 
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Figure 13. 

Composition of Persona1 Incomes 
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Compos1t1on of' commod1ty Imports 
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F1gure 15. 

Gross Domest1c F1xed Cap1ta1 Format1on 
by Industry. 
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B - Bousing 
C - SUger and Rum 
D - Public Sector 
E - Manufacturlng 
F -. All other Pr1vate 

1955 1957 1959 1961 

2SJ 

1963 1965 



• Figure. 16 

Gross Domestic Fixed Capital Formation 
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Figure.17. 

Sources of Finance for Domestlc Investments; 

A - Depreciation 
B - Local Business Saving 
C - Household Saving 
D - Public Saving 

. E - Net Foreign Inflows , 
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Domestic Commod1ty Exports. 
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Figure 20 

Sources of Foreign Exchange for Imports 

. A - Petroleum (ex"l. lntermediates 
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B - SUger and Rum 
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Figure 21. 
Money l'lage Rate, Real Wage Rate and Labour 

Productlvlty. 
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