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" ABSTRACT

The Caribbesn Mineral Econony
The Cage of Trinidad and Tobago 1951-65

The development of the economy of Trinidad and Tobago
between 1951 and 1965 can be divided into two periods. 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 unemployment increased
during the second half of the decade it did not develop into a
critical soclal problem,

During the second period 1959-65 the petroleum industry
stagnated and the economy grew at a much slower rzte. The prob-
lem of unemployment was now assuming méjor proportions. The
economy wes therefore forced to transform with the domestic sec-
tors (the public sectors in particular) beconming more propulsive.

While it is evident thet some initizl progress has been |
made in this direction during the 1960's we have found that some

of the basic featuresgs of plantstion economy still remain.

1
T.A. Harewood, mester's thesis presented to the
Faculty of Graduzte Studies and Reseerch of MeGill University,
Montreal, Quebec, July 1969.
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INTRUDUCTIOUN

In this study we éxamine the pattern of development in the
economy of Trinided and Tobago in the pericd 1951-1965 and the
influence of the petroleum industry on this development. While
the economy has been dominated by the petroleum industry during
the last two to three decades, many of the characteristies of
the typical plantation economy still remazin. In this connection
Trinidad and Tobego is similar to the majority of Caribbean
territories which have had a history of e;onomic exploitation
by the €olonial powers of the North Atlantic. For thls reason
in Chapter 1 we undertake a relatively comprehensive review of
eccnomic thought in the Caribbean region since World War 1l.

In Chapter ll we examine in detall the performance of the
petroleum industry during the perlod 1951-65. This is escentizl
to the understanding of developments in the economy at large.
Finglly in Chapter 1ll a macro-study of the economy is presented.
In this section we assess the relevance of the theories outlined
in Chapter 1 to the economy of Trinidad and Tobago.

I am indebted to a number of persons who by their encourzge-
ment and assistance have made this study possible. I have benefitted
considersbly from the numerous discussions with Mr., Edwin
Carrington 2nd the various other forms of assistance freely gifen
by him., Mr. Aldwyn Jordan has been very helpful with the comput-
ation of statistical data. My greatest debt however, is to
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Professor Kari Levitt whose assistance has been beyond the
normal requirements of supervision. Her contribution hes
been a2ll the more valuable because of her keen insight into
the problems of the Caribbean and her active participation
in the search for solutions.

My thanka- to the Government of Trinidad and Tobago
for allowing me the leave of gbsence to undertake this
programme of study. I am speclally indebted to Mr. William
Demas for his encourasgement amd advice while at the.Economic
Planning Division and subsequently during his term as Visiting
Professor of Economics at Mc Gill University in 1966-67.

I must also express my appreclation 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 of this programme of study.

Finglly, I express my gratitude and appreciation to
my wife Joycelin who has been of considerable assistance in the
typing of drafts , as well as by providing encouragement in times

of need.
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CHAPTER I

POST-WAR APPROACHES TO ECONOMIC DEVELOPMENT IN

THE CARIBEBEAN

The two decades preceding World War II were marked by gen=-
eral economic malaise in the Caribbean, & condition which erupt-
ed in a series of disturbances between 1934 and 1939.1 The
discontent was dlagnosed to derive from "a positive demand
for the creation of new condltions that will render possible
a better and less restricted life (coexisting with) an unfav-
ourgble economic trend"., More specifically, the disturbances
were regarded as "a symptom of which the principal causes were
low earnings and irregular employment".2

The demand for better conditions of work and 1ife had been
stimulated by the cumulative effect of education, improved com-
munication including news medla 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
Carlbbean economic activity was suffering from persistently
falling prices, as world productive capacity éxceeded the growth
in demand., The attempt by plantation owners to diversify was

l. Serious disturbances were recorded in Trinidad on
sugar estates in 1934; general disturbances in 1937.
In Jamalca there were 1solated disturbances on sugar
estates in 1935 end general disturbances in May-June,
1938. 1In Guyana disturbsnces at various estates took
place in 1935 and again in 1939. In St. Kitts there
were general disturbances in 1935. In St. Vincent
isolated rioting in 1935, In Barbados general dis-
turbances took place in 1937.

See: West Indies Royal Commission Report, H.M.S.O.
July 1955. p. 196.

2, Ibid., pp. 8 and 197.
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of limited suecess since flagging demand conditions were not
unlique to sugar. Only the market shelter provided by the

. Imperial governments brought temporary financial relief to the
Caribbean economies, At the same time however protectlon serv-
ed to postpone radical attempts at effecting a more efficilent
use of the resources of the region. There was however, & con-
tinuous decline in the number of people employed in agriculture,
Trends in employment since tge turn of the century are shown in

Table I,

Table I

Number of Persons Engaged in Agriculture (1891 - 1946)
(too00 pefsons)
1891 1011 1921 1946

Jamalca 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: Industrial Development in the Caribbean, Caribbean
Commission Central Secretariat, Trinidad, 1951 P. 26.

The decline in employment in plantation agriculture was close-
ly associated with the substitution of capital for labour as estate
owners tried to cut costs and make their enterprises more competi-
tive. Writing in 1951, Sir Arthur Lewis claimed that "...thirty
years ago, the sugar industry employed on an average throughout

the year about one person for every one and a half acres; today
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it employs one person for every two acres, or 25% less, "2

The pace of mechaznization was accelerated by the growlng
strength of labour unions and their success in winning wage
iIncreases for those employed. The result was an lncrease 1n
the number of the persons unemployed. Furthermore, peasant
agriculture was adversely affected by plantation cultivation,
The cholcest arable lands had been pre-empted by the plantations
and the limited acreage remaining for peazsant farming subdivided
into an excessive number of small uneconomic units, Productivity
per acre was low and the number of persons capable of earning a
decent livelihood from small scale farming activity was diminishing.

The problems of the Caribbean economies were further aggra-
vated by the rapid growth of population, estimated at 1.5 to 2.0
per cent per annum, While emigration hed served in former times
as an outlet for surplus labour, this avenue was rapidly being
closed as recipient countries were themselves forced to contend
with a chronic excess supply of labour.

As agricultural exployment contracted, a drift of popula-
tion from country to town was set in motion. The better opport-
unities for casual employment as well as the relatively higher
wages in the urban area served as pull factors encouraglng this
trend.

But there was no commensurate expansion of employment in
the towns to provide for the displaced agricultural workers as

well 28 for the annual accretion to the labour force. Existing

3. Industrial Development in the Caribbean, Carlbbean
Commission Central Secretariat, Trinidad 1951, p.27.
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industries, such as the manufacture of unrefined sugar, the
grading, packaging and internal transportation of citrus fruit
and simllar 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 colonles,

Ratlionalization of plantation agriculture had three con-
sequences: the number of gainfully employed women was substan-
tlally reduced; the proportion of the labour force engaged in
casual work, petty trades and other unproductive jobs increased
eppreclably; and disguised unemployment gave way to open unem-
ployment,

The central concern of post-war Caribbean economic thought
was therefore how to transform the economic structure of the
region so as to crezte productive employment for the 1érge pool

of surplus labour,

The Moyne Commission

The first set of proposals emerging after the war resulted
from the visit of the Moyne Commission to the islands in 1938 -
39.4 The Commission had found that the economiec ills of the
region during the 1930's were largely agrariasn in nature and

stemmed not so much from adverse market conditions in respect

4, West Indies Royal Commission Report, H.M.S.0., July 1945.
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of the agricultural export crops as from an excessive rellance
on production for export: "The grest dangers of speclallization
stand out clearly in West Indlan experience, and their avoldance
should be the cardinal point of future agricultural policy."5
A rapidly growing population with rising expectations only served
to gggravate an already precarious situation.

In the view of the Commission therefore, the solution to the
Caribbean problem was to be found in agrarien reform. It recom-
mended that:

"In order to provide the means of absorbing this
growth of numbers it 1s essential on the one

hand to secure a re-crientation 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 1ndustr1es."6

In the case of peasant zgriculture the Commission recom-
mended that additional land should be provided,'tenure conditions
improved and more efficient techniques of production introduced.
With respect to the traditional export crops the recommendations
celled for an increase in the basic export quotas allocated
to the islands, an improvement of the prices offered under the
Colonizal preference system, and the extension of the marketing
arrangements for sugar to other agriculturzl staple exports,

The Commission was less optimistlc about the prospects
for industry. On this issue they wrote, "as 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. Ibid., p. 41.

6.

bid., p. 441.
Te id., p. 443.

H
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ernments be largely limited to undertaking public works
programmes,

The Commission recognized that the exlsting structure of
production imposed severe constraints on intra-regional trade,
However, they were of the view that trade among the 1slands
would increase as agricultural production became more diver-
sified, They further argued that such a development would be
facilitated by the politicel federation of the colonies.8

Finally the rate of population growth must be controlled,
Whereas agricultural reorganization would promote lncreased
employment and a higher standard of living, such an effect
would only be temporary i1f the current incresse in population
were to continue, In this sense the Commlssion considered the
reduction of the birth rate a cruclal aspect of any programme
of development for the region,

The Moyne Commission report represented a departure from
then existing policy only in the sense that it strongly urged
the freelng 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 viable peasant indus-
try required caplital and administrative effoft of 2 type and on
a scale which the Colonisl governments were in no position to.
provide, In fact no serious attempt was made at implementing
the basie proposels of the report. Concerted efforts at trans-
forming the economies of the region had to await the growth of

governments more rerresentative of the interests of the region.,

8., Ibid., p. 259.



The lewis Strategy

Whereas the Moyne Commission relled exclusively on the
diversification of agriculture as a means of stimulating the

growth of output and employnent, the lewis strategy9

placed
ma Jor emphasis on the rapid industrialization of the Caribbean
region. It was drawn largely from the experience of Puerto
Rico during the 1940's and decisively influenced economic pol=-
icy during the 1950's, For this reason we wlll explain in some
detail the 'model' which underlies the lLewis' poliey of 'indus-
trialization by invitation'.

lewls 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 locel market and use labour-intensive
methods of production, Farming techniques are inefficient end
labour productivity is.low, The plantationson 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 is s1ll high-cost and depends for its
survival on protectiorn provided by international agreements,
lewis contended that the numbers engaged in egricultural activity
could be substantially reduced without causing a reductlion in the
total output of the sector,

9. See W. Arthur Lewls, "Industrial Development in the
Caribbean" Caribbean Commission Central Secretariat,
Trinided 1951, and "Economic Development with 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 market and services,
incluviing tourism, Production 1s organised on the basis of
highly mechanlzed techniques and a skilled labour force, Wages
are accordingly high, at least 30% above that in agriculture,

From this follows Lewls' theory of balanced growth, Agri-
cultural productivity can only be improved by further mechanlz-
ing the plantations and reorganizing the peasant farms. Thils
however requires a reductlion in the numbers engaged by the sector,
The other sectors of the economy must therefore expand suffic-
lently to absorb the surplus released from agriculture, Lewis
consldered emigration, tourism and manufacturing as natural out-
lets for the surplus lebour., As the number of people who can
be absorbed by emigration and tourism is limited Lewis argued

that the success of any programme of agricultural ratlonaliza-

industry,.

In addition to the ‘labour-balance', there must be 'goods
belance', While incomes created by the new manufacturing indus-
tries simultaneously constitute & source of demand for the out-
put of these industries, the standard of living in the agricult-
ural sector must also rise in order to provide a sufficiently
large market demand for manufactured goods, On the other hand
the expansion of the manufacturing sector will also increase the
demand for foodstuffs and this demand can only be satisfied from

local output if agricultural productivity rises,
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lewls anticipated the possibility that bottlenecks would
impede such balanced growth., A shortage 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 menufactures would have to be
exported. The low standard of living in the early perlod of
development blases consumption in favour of foodstuffs thus
limiﬁing the market for manufactured goods., Moreover the pro-
vision of wide varliety in consumer goods further restricts the

effective demand for any individual good.

There still remeins the crucial problem of mobilizing
10

capltal for the ramme of development n the ¢

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 1ndustrialization is a frightfully expensive

11
business quite beyond the resources of the islands,”

10. Lewls writes, "The central problem in the theory of
economic development 1s 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 1tself into an economy where voluntary saving
is running at about 12 or 15 percent of national income
or more", "Unlimited Supplies of Lebour..." op.cit., p.155

11. Llewis, "Industrial Development in the Caribbean", op.
cit., p. 56. para, 113,
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However neither the local governments nor the local entre-
preneurs willl be in a position to ralse 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,

"ee..successful industrialization on a big scale 1is
possible only if the islands can export manufactures.
And, since it is difficult and expensive to break into
a2 forelgn market by bullding up new distribution out-
lets this 1s most likely to succeed 1f the 1slands con-
centrate on inviting manufacturﬁi% who are already well
established in foreign markets.

Industrialization was therefore to be inlitiated largely by
foreign capital and foreign entrepreneurshiﬁ. As development
proceeded 1t was expected that local savings would increase and
that local entrepreneurs, after learning the tricks of the trade
would be able to move into the manufacturing business utilizing
the lccal supply of capital,

Industrial development would also require positive and in-
telligent action by the governments designed to create conditions
that would attract the foreign capitelists to the region. Here
Puerto Rico provided the model., Special development agencles
should be set up to decide on the industries to be established
and the types of assistance likely to attract these industries,
and to seek out and interest manufacturers in quing into the
area, Incentives should be given to potential iﬁvestors inelud-
ing the provision of factory space, assistance in obtaining

capltal from abroad, protection in the local markets, subsidies

and tax holidays.

12, Ibid., p. 56pnd. 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 cost production implies reduced activity
and employment., The government should thus institute an incomes
policy relating wages to labour productivity or maintain external
competitiveness by currency devaluation.

Because of the small size of the individual countries lewis
argued that the 'sine qua non' of industrial development is the
establishment of a customs union or better still, a single West

13 This would facilitate the rational estab-

Indian government.
lishment of industries in the region and thus realize the fullest
potential of scale., Furthermore, the free movement of population
between the islands would be assured.,

lewis' policy of industrialization by invitation was most
vigorously applied by Jamaica and to lesser degrees by Trinidad
and Barbados during the 1950's. But while domesiic cutiput grew
at a rapld rate in these countries throughout the decade, the
unemnployment problem remained unresolved., Indeed it became more
serious., Lewis himself was puzzled., Writing about Jamaica 1in
1964, he asked: "how does a country double its output, lose 11
vercent of its labour force, and still have 12 percent unemploy-
eqpn 14

The manufacturing sector d4id not perform in the manner

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

13. Ibid., p. 61, para. 129.

14, lewis, "Jamaica's Economic Problems”, Jamaican Gleaner,
September 1964, p.ii.
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protected domestic market, and despite the presence of forelgn
capltalists 1t made no significant contribution to the export
earnings of the territories. Although imports of finished goods
were somewhat reduced, there was a substantial increase in the
importetion of duty free intermediate goods, and finished parts
for =ssembly. Linkages between the manufacturing sector and the

other sectors of the economy remained limited., Moreover, although

exports of manufactured goods were markedly below expectations,
manufacturers were committed to satisfying the demand for variety
by domestliec consumers., This served to fragment the already small
domestic market raising cost aﬁd reducing efficlency.

Lewis' expectations concerning domestic savings were also
unfulfilled. Despite the raplid growth of domestlc output, local
savings and investment did not increase as fast as had been ex-
pected, The dominance of forelgn capital in the economy and the
provisions of excesslvely attractive terms for depreciation en-
sured that the proportion of domestic savings preempted by for-
eign entrepreneurs remalned high, Moreover the forelign entre-
preneurs lnvested in and monopolized specific sectors of the
econony with the result that locsl entrepreneurs nelther had
the store of local savings, nor were the& eble to develop the
'tricks of the trade' with which to fully participate in the in-
dustrialization process,

The employment problem was probably aggravated by the pec-
uliar form of development recommended by Lewis. The introduc-
tion of metropolitan capital and expertise ensured tkhe adop-

tion of metropoliten forms of technology. These techniques
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tend to be cepital-intensive. Further, since labour remunerat-
lon formed a small part of the operating costs of these firms,
the Industry 1s usually able to satisfy the demands of the
workers for higher wages., The high wages paid in 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 situation, A con-
siderable amount of revenue was lost by the provision of duty-
free imports and extravagant depreclation allowances; a fair
proportion of government expenditures was commltted to subsid-
i1zing industry in the form of industrial 'infrastructure’; and
finally the mobllization of domestic resources 1s difficult in
the absence of a local capital market in the region, the develop-
ment of which is inhibited by the operztions of metropolitan
subsidiaries, Under these conditions the governments have had to
resort to forelgn borrowing to finance thelr development pro-
grammes.,

Some of the problems were recognized by Lewis in 1964, On
this occasion he wrote:

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

This undoubtedly represents 2 shift in emphasis in Lewis'
thinking, By 1964 he saw the solution to the Caribbean

15, Ibid., p. viii
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problem primarily in terms of an incomes policy aimed at making
costs more competiti%e; in the utilization of technology more
appropriate to the resources of the region; and finally in the
encouragement of greater participation of local savings and

investments in the development process.

A Model of an Open Petroleum Economy

Immediztely preceding the Lewis erticle of 1964, a more
rigorous formulation of the Caribbean problem wes presented
by Dudley Seers’,16 based on the experienée of Venezuela during
the 1950's, Seérs starts with the premise that "the economic
models constructed to describe the working of industrial econom=
jes (for example, the Keynesian model) are not necessarily, or
even probebly, sultable for exporters 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}'export-prOpelled', exports being the
only autonomous variable in the model. The export sector is

foreign owned, a2nd given the oligopolistic nature of the petro-

16. Dudley Seers, "The Mechanism of an Open Petroleum
Economy," Social and Economic Studies, June 1964, An
earlier verslon wes published In Revistza de Economica
Latino - Americano No. 7.

17. Ibid., p. 233.
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leum industry, both the volume and the price of exports are
externally determined, The external trensactions of the econ-
omy are agssumed to be ih balance so that the level of export
earnings setga limit to import of goods and services. Employ-
ment in the petroleum sector 1is assumed to be constant, while
output end gross export earnings increzse, Increases in the
waege bill thus arise solely from increzses in the wege 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 1s assumed to receive all revenue from
taxes on export earnings while 1ts expenditures sre assumed to
consist of payments to labour, Government revenue and expendi-
ture sre further assumed to be in balance thereby eliminating
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 wage
retes, The rete of increase in employment will vary directly
wlth the rate of increase in export earnings, the rate of taxa-
tion on exports and inversely with the rate of 1ncr;ése in wage
rates,

The private domestic sector receives its impetus for growth
from the lncomes generated by the export sector, The export
sector not only dictates expansion in the domestic sector by its
loczl payments but also determines how much domestic demand can
be met from imports. Employment in the domestiec sector will
therefore depend on the trend in export earnings, the import co-
efficient, the profit margin and the wage level. Given the trend
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in export earnings employment will be greater, the lower the
wage rate, the lower the import coefficlent 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 three to be constant;
tex rates cannot be indefinitely increased; profits merglins are
unlikely to change rapidly or to prove amenable to policy meas-
'3Mtres; and the openness of the economy prevents serious attémpts
at import substitution.

The crux of the employment problem accordingly lles in
the relationship between export earnings and wage rates., From
this it follows that:

"The pace at which employment grows depends in fact
on the difference between the trends in exports and

wage rates, There 1s therefore sgsomething like a
'wege fund' in such an economy,"18

In such an economy,

"e..employment will grow in such an economy if =~
and only if - exports increase more quickly than
average wages ... The greater the excess of growth
of exports over the rise in wage rates, the faster
will employment climb,"19
There 1s however a tendency for wages to get out of line with
prices, 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
'paid by the government', being deductible from declarations of

18. Ibid., p. 234,
19, 7Ibid., p. 241.
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taxable income. Rising wages in the petroleum sector set up a
sort of 'demonstration effect' amongst wage earners and unions
in other sectors press for wage increases,

Wage rates soon become high by international standards
egpeclally in relation to the efficlency 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 populetion to the oil fields and
towns further azccentuate the tendency to spend more on imported
goods and services thus aggravating the unemployment problem,
Rising costs 2lso make 1t difficult to develop new exports thus
perpetuating the traditionel structure of exports.

One would expect that a high cost structure would lead
to balance of payments disequilibrium and the use of correctives

such sg develustion

1t s import licensing and
tariffs, However, Seers argues that this 1s not the case in the
open petroleum economy so long as exporis are rising appreciably.
Because of the nature of the international oil industry, devalua-
tion will have little impact on foreign exchange earnings or on
the level of employment in the export sector., Furthermore, the
groups most strongly opposed to devaluation and other control
measures (importers, merchants, foreign subsidiaries, and the
employed) are politically influential. The open petroleum econ-
omy therefore suffers from "disguised, rather than overit, bal-

ance- -.of - payments tensions"?o Disequilibrium expresses ltself

20, Ibid., p. 236.
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in growing unemployment.

If petroleum exports cease to grow, the latent tenslons
in the economy come to the fore., As exchange reserves dwlndle
and capital flows out the temptation to use exchange controls |
becomes stronger and pressures to increase protection of local
Industry build up. The open petroleum economy is potentially
exploslive:

"The conflict of interests between petroleum companies,
trede unions, local farmers, manufacturers, importers
and the unemployed, which can be accomodated in a
rapidly expanding economy, is suddenly exposed, and
tensions mount., A petroleum economy has a potentially
explosive character,"2l

In this anelysis Seers has excluded the conventional categ-
ory of savings, Investment, consumption and productivity as
explicit variables. Exports are the only autonomous variable;
investment is assumed to be induced rather than autonomous
eyneslan sense, This is obvious in the case of the
export sector, while in the government sector it follows from
his assumption that government revenues are derived almost tot-
ally from taxes on exports.

Seers suggests that the main areas of investment in the
private domestic sector are in housing and distribution, the
demand for both is directly related to the growth of export
earnings, The import co-efficient, rather than the level of in-
vestment affects income generation,

The fact that investment is induced, however, does not imply

any relationship between investment and savings, If local

21. Ibid., p. 236.




- 19 -

savings fall short of inwestment possibilities, the gap will be
filled by foreign capital inflows, In this case the effect on
employment is favourable, although eventually the outflows of
profits tend to act as an offset, Conversely, 1f local savings
are in excess of investment possiblilitlies, local capital will
flow out with adverse effects on employment. In this situation
the emphasis is on investment opportunities rather than the
avallability of savings.

Seers conslders productivity change to be the most serious
omission of his model expecially since rapid increases could be
expected as mechanization becomes excessive, But since producti-
vity change is also an influence on imports, aﬁd the import co-
efficient 1s assumed constant, Seers concludes that productivity
is indirectly teaken cezre of in the model, Productivity change is
not assumed to affect employment in the export sector (assumption
of constant employment) nor in the government sector (assumption
of balance of government revenue and expenditure), It however
affects employment in the private sector., Seers describes these
effects in the following way:

"If the commodity concerned is mostly non-ccmpetitive
with imports, an increase in productivity does take
place very largely at the expense of employment...
But when the commodlity competes with lmporis the
consequences may very well be to meke 1t move: com—
petitive, reducing the prOpensity to import,"2

Thus when lncreases 1ln productivity are experienced in

nontradable activities or local monopolles, such as electric

22, Ibid., p. 238.
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power, construction and rum, the impact on employment is un-
favourable, Since import substitution i1s not expected to be
extensive 1n the open petroleum economy, the net effect of
rising productivity on employment may be negative.

Because the trend in export earnings 1s externally deter-
mined it appears that the only variable that can be manipulated
by public policy is the level of wage rates. Implicit in Seers!
theory therefore 1s the conclusion that the employment problem
of the open petrvleum economy can be solved by an incomes policy
which ensures that the rate of increase of wages 1s not as
great as the rate of increase of export earnings,

Finally, Seers suggested that his model holds lessons for
both Trinidad and Jameica, especially the former. The applic-
ability of Seers'model to Caribbean economies has been ques-
tloned principally by Havelock Brewster. In the only published
critique of the model Brewster argued first that the assumptions
of the model are much too restrictive, and second, that the model
falls short in its formulation of the critical problem of the
Caribbean area.23 Implicit in this critique is a rejection of
an incomes policy designed to keep down wage levels,

Using statistlcal data for Trinidad and Tobago, Brewster
argues that the assumptions of the model are too restrictive
and are therefore misleading., Firstly, while the tax rate on
exports was constant between 1957 and 1963, the trend of gov-

ernment revenue (ignoring deficit financing) over the period

23. "Exports, Employment and Wages: Trinidad and Tobago
and Mr, Seers' Model of the Open Economy." Research
Papers No, 5. C.S.0. April 1968 pp. 1-21.
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was twlce as large as the trend in export earnings. The diver-
gence was even more pronounced in the case of Jamalca, the rise
belng three times as great as that of export earnings over the
same period., This has been explained by the fact that import
dutles rather than taxes on export earnings were in faet the
largest single component of government revenue, a condition
mede possible by a growling trade deficit financed by the opera-
tions of expatriate banks, foreign exchange reserves and loans.

Secondly, Brewster argues that while the trend in govern-
ment employment corresponds approxlimately to the trend in labour
compensation (allowing for increases in wages), the level of
employment was much less than would be the case 1f government
expenditures consisted solely of labour payments. Indeed a
sizeable share of government revenues is absorbed by foreign
payments (for imported goods and services and amortization pay-
ments) and by payments to the private domestic sector, Wage
and salary payments of the government as a result accounted for
only 40% of government revenues.24

Brewster is even more critical of Seers's assumption in
respect of the private domestic sector., In the Seers model
domestic output 1s equel to the domestic peyments of the export
sector (i,e. wages and taxes) times a2 multiplier. But these
domestic payments are also equal to imports (excluding remitted
profits) while the propensity to import is assumed to be cons-

tant. The domestic sector can therefore grow no faster than

24, This proportion appears to be relatively low; Brewster's
argument is not serlously affected by this however,
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the trend in imports, or the trend in export earnings.25

It may be inferred from 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 remaeining con-
stant), there would be a net decline in employment. In faect the
opposite was true for Trinidad and Tobago between 1962 and 1965.
During these years the petroleum sector 4id in fact stagnate but
this was matched by apprecisble growth in the private domestic and
the government 'sector. Brewster therefore argues that the growth
of output of the domestic sector should be an expliclt and integ-
ral part of the model and that once this 1s done. the problem of
labour productivity cannot be avoided. He further adds that "if
this 1s so, it may be less ressonasble that the conventional fact-
ors of savings, consumption and investment should be totally ab-
sent from the model,"26

Seers's arguments for excluding productivity and investment
as explicit variables in his model rest largely on his assumption
of a constant import coefficient. If the import coefficlent
should fall, (the domestic profit margin and the tax on exports
remaining constant) then domestic output would grow end if there
is import substitution, employment would alsc inerease; converse-
ly a rise in the import coefficient would be associated with a
fall in output and in the level of employment in the domestic
gsector, Brewster suggests that this approach is static since
e rise in the import coefficient could be associated with an

25. These two will be the same 1f profit as a proportion

of export earnings is the same.

26, Brewster, op.cit., p. 14,
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‘ inerease in output and employment so long as imports grow faster
than domestic output. Similarly 2 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 zs a result of the expansion of
the closed sectors of the economy (i.e. construction, distribu-
tion, and services) then the decline in the import coefficient
ls clearly not derived from import substitution, Furthermore,
in this situation the effect on domestic employment 1s likely
to be more favourable than in the case of import substitution
(eg. manufacturing) because the import content is likely to be
lower, and the retio of labour to capital higher,

The second aspect of Brewster's criticism relates to the
static nature of the problem as defined by Seers, Accordingly
he suggests the incorporation of a fate of absorption of labour
into the model which would take into account the existing volume
of unemployment, the rate of increase of the labour force, the
welght of the domestic sector in the working labour force and
the time =~ horizon set for the achievement of full employment,
He writes:

"The important immedlate question is whether the

level of unemployment is stabilized, not whether

there is stagnation in the level of employment.

More ambitiously, the question is whether there is

some recurrent net absolute reduction in the volume

of unemployment so that full employment may event-
; uate at some time in the future."2¥m

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

‘ the concern that the rigidity of the model may "divert interest

27. Ibid., p. 2.
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and policy from the substantive dynamic issues of structural
transformation, the initiation of productive activity and the
creation of productive employment...by simulating thet the crux
of the employment problem lies in the distribution of an export-
generated 'wage-fund"'28 However while he concedes that less
demage 1s done to reality by assuming exports to be the only
autonomous variable and lnvestment induced, than by the conven-
tional Keynesian assumption of autonomous investment, he impli-
citly rejects in his critique the idea of an incomes poliey
almed at controlling the rise of wage 1evels.29

An extreme advocate of the Keynesien spproach is Professor
Charles Kennedy. He argues that "a properly developed Keynesian
theory in an open economy is applicable to developed and develop-
ing economies alike."3° The conclusion deriving from his modi-
fled version is expressed as follows: ".,..the output of an open
developing economy (is) capable of expansion in response to in-
creased demand provided the necesgary increase in imports could
be financed, and therefore the balance of payments (is) the key
to economic growth and development."31

However, in reaching this conclusion Kennedy relies on the

28. Ibid., pp. 20-21,

29, See also by the same author, Legislation and Economic
Control: Wage-Policy Issues In an Open Underdeveloped

Econom Trinidad and Tobago, University of the West
Indies., 1968,

30, Kennedy, "Keynesian Theory in an Open Economy,"” Social
and Economic Studies, University of the West Indles,
Vol. 15 No, 1 March 1966. p. 21,

31, Kennedy, "Domer-Type Theory in an Open Economy"
Social and Economic Studies, University of 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 formatlion. 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 1is indeed dubious. Moreover by faliling to incorpor-
ate wages and employment expllicitly in his models one must
infer that Kennedy also accepts the Keynesian assumption of a

1l : 1 relationship between output and employment, If however,
we accept the analysis of Seers and Demas (discussed later)
with respect to the operation of the wages mechanlism and 1lts
effect on the techniques of production and on employment, then
the conclusions thet are likely to emerge would be substantially
different.

Whereas 1t could be argued that Seers's model is too rigid,
and does not deel adequately with the domestlc sector of the
economy, the Keynes-type model appears less adequate for dealing
with the contemporary problems of the Caribbesn region, Kennedy's
effort if nothing else underlies the difficulty of applying gener-
al macro-economlc models to economles with peculiar structural
and institutional charecteristics. In this regerd, Best and Levitt
have commented:

"If the entrepreneurial dynamic of growin were able
to set up a Harrod - Domer - type process of cumula-
tive income and capacity crestion, then Kennedy's
position that the only constraint consist of short

run shortage of foreign exchange 1s fully acceptable,
Such & situation implies that the economles export
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or borrow in order to be able to supply themselves
with required imports for domestic consumption.

If however, the Jocus of enterpreneurial initia-
tive rests outside the country, if more particularly
it rests with the institutions which control the coun-
try's export sectors, then we have a situation in
which the country continues to import in order to
export. In this situatlion the domestlic sector con-
tinues to be largely passive appendage to the export
gector, géth little capacity toc generate its own
growth,"

Size, Structural Transformation and Regional Integration

While Seers ccncerned himself specificelly with the factors
which give rise to growilng unemployment at a time when incomes
are rising, the work of William Demas?? is concerned to estab-
lish the constraints imposed on development by a country's size,
For this purpose Demas diverges from the macro-economlc approach
of the structuralist school and adopts the neo~classlical tech-
nique of partial equilibrium analysis,

Demas considers the fundamental criterion of underdevelop-
ment to be "the extent to which an economy has undergone struc-
tural transformation and has acqulred the contlinuing cepacity
to adapt and to apply innovations"?4 In so doirg Demas, like
Seers, has deperted from the Keyneslan 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 transformatlion of the structure of production implies

32, g8ee Best and Levitt, Export - Propelled Growth and
Industrialization in the Caribbean, Montreal, 1969
(mineo) pp. 151-132.

33, Williem G, Demas, The Economics of Development in
Small Countries, McGill University Fress, Montreal, 1965.

340 Ibid. [} pQ 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 unlifica-
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 activities;
changes in the importance and composition of foreign
trade; the reduction of dualism in the econom%- and
the development of appropriate institutions,” 5

But while structural transformetion 1s en essential element
in development, a country that has achieved structural trans-
formation will not necessarily be 'fully' self-sustaining., In
the final analysis the ability of a country to be fully self-
sustaining will be dictated to a large extent by the slze of
its economy.36

The main concern 1s therefore with ‘netural'! structural
limitations to the growth process., This 1s not intended to
underscore the importance of the 'functional' variables as
described by Allister McIntyre.37 However, Demas contends that
the ‘'more fundemental soeisl, political, and institutional parae-
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 privaté sectors.38

350 Ibid.’ p. 80

36. Demas defines size in terms of the absolute number of
persons living in a national economy and its land area,
A small country 1s one with less than 5-10 million peo-
ple and 10-20 thousand squere miles of usable land,
while a very large country will have a population of over
. 100 million and more than 1 million square miles of
territory.

37. See McIntyre, Asp%cts of Development and Trade in the
Commonwealth Caribbean, Economic Commission for Latin
America, March 1965,

38. Demas, op.cit., pp. 4, 34.
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. _ On this basls Demas argues that the patterns of develop-
ment open to small countries in the contemporery world are much
more narrowly circumscribed 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 fundemental reasons why the pattern of growth
of a very smzll country will be unique., First, the resources of
a very small country are likely to be highly skewed, while the
composition of domestic demend 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 internal market, the small country will
have to export if it is 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.P. and a
diversified structure of imports, They trade more and speclalize
more than large countries,

For a small country forelgn trade assumes more than the
'belancing' role it plays in the larger country.

", ..the role of exports i1s much more that of a lead-
ing sector in the sense that the rate of growth of the
GeD.P. 1s tiled much more closely to the rate of growth
of exports than in a very large economy., It is the

growth of external demand which causes the economy to
MmOVe, .. "3

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 essentlally of a short-run nature

39. Ibid, p. 48.
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applying to the take-off period, But in the case of the small
country, the forelgn exchange constraint is a continuing one,
"1t 1s a permesnent fact of the natiocnal economy".40
This 1s not to say that growth can only be export-led
in the smalil country, Indeed Demas concedes the possibility
of growth being genersted on the basis of import-substitution
or with the development of the closed sectors of the economy
(e.g. the construction sector)., Bui there will be limits to
the process of import-substitution. First, import substitution
with respect to residentlary 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 constralnt particularly
in the case of intermediate and capltel goods; and third, econ-
omies of scale will always be a problem glven the limited size
of the domestic market; the more so for the. smell country since
manufacturing will have to play 2 key role in the development
process, and it is precisely in menufacturing that the oppor-
tunities for achieving economies of scale are generally greatest,
Economies of scale will also affect othg? areas in the
economic life of a small country, Because of the limlited size
of the domestic market, monopolies and oligopolies are seen as
inevitable developments, Furthermore, the econcmies of scale
derived by large countries in basic government administration as

well as in the operation of certain public utilities will not

apply to the very smeall country.

40, Ibid., p. 48.
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Demas 1s not too convinced thet the problems of scale
could be overcome by adapting technology to the requirements
of smell markets. Research, he argues, will be very time-con-
suming, while the likelihood of success in such a programme
even in the long-run 1s considered debatable,

In addition to the limitatlons arising from the lack of
varied resources end the smallness of the internal market, Demas
enumerates four other disadvantages of small size,

First, as mentioned earlier, the growth of G.D.P. 1s depen-
dent on the continued growth of exports. The sconomy will there-
fore remain vulnerable to external demand and could only react
to such viecissitudes by being flexible, adaptable, and ready to
introduce innovatlons,

Second, the development of particular mineral or natural
resources by foreign capital could result in the growth of an
enclave sector so large in relation to the nétional economy that
2ll the lmportznt decisions about the economy will be taken by
large forelgn corporations. Under these conditions the govern-
ment and domestlc producers allke lose whatever autonomy they
might have had in determining the direction in which development
proceeds, v

Third, while the structural and institutional openness of
small dependent economies facillitates the inflow of private capi-
tal and helps to ensure competitiveness in domestic production,
the disadvantages that go with such openness may be critical.

Foreilgn commercial capital is attracted to specific areas cf the
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island economies, the new export sectors being the main recipient
of such capital. A substantial share of domestic savings (includ-
ing depreciation) therefore zccrues to foreign-owned firms in the
export sector and is generally not available for investment in the
domestic sectors of the economy., This tends to reinforce the lop-
sidedness of the domestic economy, Moreover, the free converti-
bllity of the currency and the lack of a developed capital market
encourage the outflow of foreign as well as national savings and
the phenomenon of 'éxcess borrowing' develops.

The 'structurally' determined openness of the economy also
inhibits the use of monetary policy to insulate the economy
from externally induced fluctuations. The ‘branch plant! nature
of the finaneizal institutions further weakens the powers of the
monetary authoritles to control the directlion of the economy.
Finally, in so far as the small dependent economy operates on ﬁhe
basis of an automatic monetary system, the growth of domestlc
expenditures, and as a consequence the expansion of employment
is tied to the growth of exports, Under these clrcumstances
balance~-of-payments 'equilibrium' is achleved at the expense of
adequate employment and adequate domestic demand,

Fourth, the demonstration effect 1is more acute in small
countries with good communications than in large countries where
the population is more dispersed, In such a situation there 1s
no psychological distinction between town and country and the
exposure of the rural population to the higher material stand-
ards of the urban dweller stimulates in them the desire to have

an equivalent level of consumpiimboth privately and collectively
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with that of the better-off townsmen. This, however, is not
accompanied by a matching incentive to ralse 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 now return to the question of employment in the
small open economy., The 'demonstration effect' of high wages in
the modern sector on the wage structure of the other sectors has
been noted by Seers., The Keyneslan approach would suggest that
wage lncreases, by increasing domestic demand might generate a
higher level of actlivity, thus fostering the growth of domestic
employment., Demas like Seers disputes this. In a small open
economy with a fixed exchange rate and an automatic monetary
system, the marginal propensity to import is generally high,

The first effect of rising money wages is to inerease the demand
for importé rather than to increase the demand for local goods
and services. Furthermore, since in the short-run the price
elasticity of supply in the domestic sector will be very low,

the proportion of thls increased demand that spills over to the
domestic sector will have 2 limlted impact on domestlie output

and employment, In this way, Demas argues, the increase in money
wages automatically becomes an lncrease in real wages., And

since In the short-run export recelpts and foreign exchange will
be fixed, such ingreases in money wage rates will seriously ag-
gravate the employment problem. There thus exists a 'foreign-
exchange fund' in the Demas model that is the equivalent of Seers'

‘wages fund',
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There are four other implicetions of rising wages in the
smell country. First, the high wése levels of the modern sector
mey force up the supply price of labour in the low=-productivity
sectors of the economy. Disguised unemployment under these con-
ditions gives way to open unemployment, Second, if wages rise
faster than 1aﬁour productivity, the cost structure will be thrown
out of line with adverse effects on the level of setivity and
on employment. Third, rising wages will affect employment in the
government sector by imposing a greater strain on the goveranment
budget. This 1s especlally so where the marginal tax ratio is
low, Forxrth, high wage levels will encourage the substitution of
capital for labour, and given the difficuity of producing capital
goods economlcally in small countries, there will be no signifi-
cant compensatory benefits from mechanization in the form of ex~-
pansion in a capital goods sector,

However, there are some compensatory benefits to be drived
from small size., In the first place the import demand for a
particuler commodity of a very small country is likely to be very
small in relstion to the total demand for that commodity. For
this reason, even though the demand for the commodity may be in-
come-or price-inelastic, the demand faecing the individual country
may be price-elastic, For similar reasons, the small country
may be able to break the rules of the game, (e.g. by the use of
discriminatory trade practices) without inducing retaliastory
treatment by larger countries. Second, a glven volume of forelgn
exchange would have a more significant impact on the small country

than a large one. Third, the effect of devaluation on the terms
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of tréde 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 these adventages, however, are not automgtic and could
only be exploited by positive efforts on the part of the small
country.

In the specific context of the Caribbean region, the
Individual territories are by definition small both in termé of
arez and populatioh., Desplte relatively high per caplita incomes
in certaln regions the economies remein structurally untransform-
ed. They are highly dependent in the sense that there 1s a high
ratio of foreign trade to G.D.P.; "there 1s a great reliance on
foreign private capitel inflows and foreign aid; there is little
finaneial and monetary autonomy; and there are still important
gaps in the domestic financial structure, Foreign decision-
making 1s all pefvasive and touches many parts of economic and
financial 11fe."41

Furthermore, it is imperative that the rapid rate of dev-
elopment experienced in the 1950's should be maintained "in
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; 1n order to compensate

41, Ibid., p. 115.
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for the removal of opportunities for emigration; and in order to
preservé the intrinsically valuable institution of political
. democracy and a free trade-ﬁnion movement".42

There are, however, two fundamental institutional constralnts
on the development of the regién. The first is the "existence of
political democracy on claséical Westminister lines" aend the sec-
ond "the exlstence of a strong independent and forceful trade-~
union movement sharing the philosophy of North American, and to
a lesser degree, British trade unionism".43 The effect of the
first constraint is to increase popular pressure on the govern-
ment for lmmediate 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
hand are inclined to policies which improve the well-being of
thelr members at the expense of the expansion of employment op-
portunities, capitel 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 expansioh of
domestic activity, But whereas 1t 1s consldered inescapable
that the economies should remsin open, the degree of openness
wlll have to be reduced, The protection of domestie industries
and the control of imports of lnessentials 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 of domestic expenditures from its rigid

42, Ibid., p. 115,
43, Ibid., p. 98.
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relationship with the growth of exports,

Transformetion will then proceed on the basls of import
substitution in domestic agriculture, food processing and man-
ufacturing, as well as the encouragement of manufacturing for
exports, The degree of feasible import substitution however
is limited by the lack of a diversified resource bage and the
small size of the market., The mejor emphasis of the develop-
ment strategy must therefore stress the production of manufac-
tures for export. To this end sultable institutions will have
to be developed for its promotion and financing.

Demes assumes that the use of imported capital - intensive
technology will be unavoideble 1f industry is to be competitive,
For this reason it 1s unlikely that development based on import
substituiion and export promotion can result in the full utiliza-
tion of the countries' resources, in particular its human re-
sources, A posltive effort must therefore be made to make the
'closed' sectors, primarily the construction industry, more
propulsive, It may thus be necessary tc undertake a programme
of useful public works, This however will be inhibited by the
loss of potential revenue involved in granting incentives to
industry, by the difficulty of mobilizing domestic resources in
the absence of g capital market, and by the limited suppllies of
foreign exchange.

Rapidly rising wage rates could act as a serlous damper
on the development process, Demas argues that wage increases
should fall short of productivity increases in order to facili-

tate the accumulation of surpluses for the expansion of output
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and employment in the modern sector. This however, requires an
incomes policy which not only allows for the control of wages
in the modern sector but also ensures that the increasses in
wages forgone ére usefully invested in the national econony,

The dualistic character of Caribbean economles cannot
however be eliminated in the short run, In outlining an inter-
mediate strategy of development, Demas comments as follows:

"The strategy of deve10pmént does not call for an
attempt to eliminate dualism from the economlec struc-
ture over the next decade or so in the sense of
alming at equallzing output per man as between the
advanced and traditionel sectors of the economy, but
rather for a controlled and ccnscious dualism envis-
aging the maintenance of a gap between output per man
in the export sector and in the domestic sectors such
as domeizic agriculture, construction, and publie
works. "

Agricultural pclicy should however, place emphasis on
increasing output per acre rather than output per man, and at
the same time measures should be taken to improve the rurel way
of life, By so doing the rural-urben population drift could
be reduced,

The locallzation of decision-making forms an important
aspect of development strategy. This would require an increase
in the proportion of domestic investment financed from national
sources of savings and controlled by local entrepreneurs, It
thus implies "the encouragement of local entrepreneurs, the dev~
elopment of locally-owned financial institutions, and grester
menegement of the monetary and financial system by the authori-

ties".45

44, 1Ibid., p. 136.
45, Ibid., p. 137.
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This does not however preclude the continued inflow qf
forelgn commercial capital, nor does it necessitate the natlon-
alizétion or expropriation of foreign businesses. Rather Demas
envisages the growth of joint venture undertakings involving the
cooperation of foreign capital with local cgpiﬁal contributed
either by government or by private individuals., The essential
constraint is that the deecisions of the corporations should be
in harmony with the national interest.

Finally, the development étrategy 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 sustainins."46 It will
therefore be advantageous for the Commonwealth Caribbean to
assoclate in some form of economic union., This will make pos-
sible the realization of economies of scale and external econ-
omles, and facilitate the formation of a unified capital market.
This however, will have to be accompanied by measures which would
deal 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 equilibrium
technique of analysis, and holding everything else constant,
concentrates on the two variables, the absolute size of popu-
lation and the absolute amount of usable land, From here he
argues that & large country is likely to have a wider resource
base and a larger domestic market which, given the present
'‘state of the arts' will make possible the realization of econ-
omles of scale, The larger country will therefore be better
placed to achieve a balanced and 'fully' self-sustaining form
of growth, Furthermore, small countries could surmount some of
the constraints of size by integrating into a larger economic
unit. While it 1s obviously difficult if not impossible to
establish empirical proof of this proposition, nonetheless 1ts
theoreticel validity is indisputable.

This leads to the second question: to what degree should
these conflusions influence the development policy of a small
country. In this connection Havelock Brewster and Clive Thomas
have argued: )

" ..a general removal of internal barriers to trade
and the coordinated imposition of external barriers
are cleaerly not enough...”

", ..where 'unifying' and 'integrating' elements are
found in the sphere of economic activity (in the West
Indies), they are usually dis-functionzl and the res-
sons for this seem to lie in the almost classically
colonial pattern of development of the area. This
disfunetional integration is most clearly seen 1n the
existence and operations of a pervaslive system of
branches of large international companies which con-
trol most of the basic resources. of the region, such
as bauxite, finance and sugar. Because of this conm=-
pany structure, the 'integration' of resources which

ocecurs 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-
les and their search for private profit over theilr
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."%7

This argument 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 drastie revision of the
terms of their participation. The question of nationzlizstion
or expropriatlion cannot therefore be excluded as was inferred
by Demas., Best however anticipates that thefe mey be metropoli-
tan retaliation in which case he suggests that mllitary and pol-
itical factors will have to be incorporated into the analysis,
It is 1n‘this latter context, Best argues, that the question of
scale may be most critica1.48

In conclusion, whereas Demas has provided a valuasble in-
sight into the problems which confront the small country in its
attempt to achieve economiec 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 Indlian Economic Integration, Institute of Soclal
and Economic Research, University of the West Indles,
Jamaica, 1967, p. 25. See also Lloyd Best, "Size and
Survival", New World, Guyane Independence Issue, Guy-
ana 1966. pp 58-65., Normen Girvan, The Caribbean
Bauxite Industry, Institute of Soeilal and Economie
Research, University of the West Indies. 1967; Normen
Girvaen.and Owen Jefferson, "Corporste vs. Caribbean
Inte ratéon", New: World Quarterly, Vol IV, No, 2, 1968
PP. 5-5 .

48, Lloyd Best, "Size and Survival", New World, Guyana
Independence Issue, Guyans, 1966, p. 62.
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examined if the resources of the region are to be fully exploit-
ed. Centrzl to any such enquiry will be the role played by the

multinational corporastion in the development of the region49

and
the modifications of the present parent-affiliate relationshlp

required‘to ensure a viable integrated regional economic union.

A Structural and Institutional Approach

The most comprehensive study so far undertaken of the
Caribbean economies is provided in the recent work of Lloyd

Best and Kari Levitt, Export-Propelled Growth and Industrial-

ization in the Caribbean.so

The authors have delved into the historical experlences
of the Caribbean territories in an attempt to determine to what
extent the peculiar structural and institutional chsracteristics
inherited from the past have militated against rgcent efforts at
transforming these economies,

The main conclusion drawn from thls study has been express-

ed as follows:

"...the Caribbean economy has undergone little struec-

tural change in the three hundred years of its exlstence.

49, Comprehensive accounts of the operation of the multi-
national corporation may be found in the following
sources: Judd Polk et 2l1, U.S. Production Abroad and
the Balance of Payments: A Survey of Corporate Invest-
ment Experience, National Industrial Conference Board,
Inc, New York, 1960. J. K. Galbraith, The New Indust-
rial State, Houghton Miffin, Boston, 1967. Kari Levitt,
"Cenada, Economic Dependence, and Political Disintegra-
g%gn," New_World Quarterly, Vol., IV, No, 2, 1968, pp.59-

50. L. Best and K, Levitt, mineo,
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By this we mean that the character of the economic
process in the region seems not to have signiflcantly
altered over the period. Neither the modificatlons
which 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 lnit-
iatives. The economy remsins, as it has always been,
passively responsive to metropolitan demand and met-
ropolitan investment!S
In their interpretation of the economic history of the
region the authors have constructed a serles 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 baslic framework from which the other models flow,
It represents Caribbean economy as a slave plantation, Histor-
ically, 1t coincides with the mercantilist era of international
commerce and terminstes with Emancipation, Model II, Plantatlion
Economy Modifled, represents the period of English free trade in
the world economy. Historiecally it colncides with the perlod
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 perlod., It 1s the
most complete model in the sense that it lncorporates 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 I, II and III each have thelr particular
structural and institutional characteristics the sequence is
none-the-less conceived of as successive phases in a Model
of Continuity and Change., For this reason most of the analy-
sis 1s confined to the model representing contemporary economy.

In the accounting framework corresponding to Plantatlion
Economy Further Modified the structure of production 1is divided
into the traditional export, the traditional residentliary and
the new dynamic sectors. The latter two are successive addi-
tions to the traditional export sector whose persistent domin-
ance characterigses Caribbean economy, Activities have been‘
allocated to these three sectors according to the period of
entry, the type of producing institution, and the actual behav-
ior of institutions., 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 1ln the typleal producing
institutions., Similarly, the new mineral exports have been in-.
cluded in the traditionsl export sector on the basig of crucial
similarities between the old staple exports sugar and_the new
minerals,

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 ls tallored to the needs
of the Metropole, The major source of its entrepreneurship and
and finance as well as the focus of decision-making is metropoli-

tan.
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Certain 'rules of the game' define the relationship between
hinterland and metropoles. The hinterlasnd is restricted to
terminal activity; primary production don the one hand and the
distribution of consumer goods on the other, The transportatlion
of merchandise is undertaken in metropoliten carriers, and asso-
ciated services are provided by metropolitan intermediaries.,
Metropolitan banks and financial intermediaries dominate the
monetary system while the currency is fully backed by metro-
politan assets and is fully convertible into metropolitan ex-
change. Finally, an imperial preference system allows the con-
duct of trade within a framework of mutual preferences,

A subsidiary of a metropolitan firm forms the dominant unit
of production in the plantation economy, Its primary links are
always external and almost completely confined to the parent
company in the metropole while in the hinterland it forms a self-
contalned unit, It has 1ts own resident labour force, which is
comprised largely of imported labour with no more skills than is
required for the production of steples. Land is engrossed so as
to ensure an adequate supply of labour at cheap wages. The
resources are highly speciglized in the productlion of staples,
the demand for provision and supplies being provided from impor-
tation. There is an absence both of backward linkages and for-
ward linkages to further stages of processing within the home-
land,

The level of output and employment in the plantation econ-
omy is determined by the level of metropolitan domestic and re-

export demand for the staple and by the share of the market
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commanded by the particular hinterland., Aggregate demand may
or may not be income-elastic., In any event, output and employ-
ment are also influenced by the extent of the reserves of natural
resources in the hinterland. Since both the capital and enter-
preneurship are provided by the metropole and since the processing
facillitles are located in the metropole, the metropolitan invest-
or can with facility elither reinvest property incomes in the par-
tlcular hinterland or place incrementzl lnvestments in new terrain
elsewhere, The former course of action is taken only if the reser-
ves of natural resources are such as to ensure maximum profitabl-
11ty, in which case there will be expansion in the particular
hinterland economy. If the latter alternative is more profitable
the ensulng expansion of capacity erodes the competitive position
of the mature hinterland,

In the latter situation, as profits decline and the export
sector grows at a reduced rate or stagnates, the demand for
labour declines, and the mature economy is forced to adjust.
The first reaction is to release gsome of the labour from the
plantation unit along with some limited tracts of land, It 1s
anticlpated that these workers would be able to sustain themselves
without relying exclusively on employment on the plantations.
This 1s the nucleus from which the traditional residentliary
sector grows, A meaningful distinetion could now be made be-
tween the natlional economy and the domestlic economy., It is the
evolution of a domestic sector which forms the major characteris-

tics of Model II.
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The national economy based on this domestic sector however
i1s conditioned in its development by the structure of the pure
plantation economy which gave birth to it. Land is limited;
skllls and craft are scarce; investible surpluses are ¢onfined
to wages and are limited; demand is biased towards imports; and
the state institutions are geared chiefly to the provision of
law and order. There ig therefore a lack of dynamism in the
domestic sector and production is largely confined to output
requiring traditional skills and traditional demands. The mature
hinterland is now faced with the choice of rationalizing the
structure of staple production or of negotiating more effective
imperial protection and preference from the metropole. The
metropoiitan investor 1s not prepared to absorb the cost of
rationalization, while the national economy cannot afford such
expenditures, Increasing reliance on preferences is therefore
a convenlent way out. This also satisfies the wage earners in
the traditional export sector and the small producers in the
reslidentiary sector, the demand for whose services 1s maintained
in the process., Transformation 1s thus postponed, at a cost
of the "income, employment and internal dynamic which would
have resulted had protection been abondoned and if the economy
had embarked on a programme of import-displacement and diver-
sification.”>>

Unless new resources are discovered in the mature
hinterland, production costs in the export sector rise part-

lcularly in relation to new and more efficient producers in

53. Ibid., p. 43.
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other hinterlands. The level of output and employment can now
be maintalned only by further increases in imperial preferences.
Meanwhlle populstion pressures on the land in the residentiary
sector become: severe and lead:: to fragmentation and inefficien-
¢y in production. A rapidly growing population aggravates this
trend., Eventually the system is threatened with collapse and a
new serles of adjustments becomes necessary. At this stage we
leave Plantation Model Modified.

The adjustments that now emerge are indeterminate and dep-
end on whether of not the traditional mercantile tles are sev-
ered and the institutional framework altered,

In cases where the institutional base has been changed,
the localization of the export sector eliminates any valid dis-
tinction between the nationsl and domestic economy. However,
the traditional export sector may disintegrate or it may be kept
intact. In the former case, the economy 1s no longer a hinterland
economy but it may or may not engage widely in international trede
and it may or may not stagnate. Haltl is glven as an example of
one that has stagnated.

In the latter case, the economy forms a quasi-metropolitan
relationship in order to facllitate the external marketing of
its staples. Here contemporary Cuba is glven as an example,
Because of the local ownership of resources, the economy has
full flexibility with regard to the use of its investible sur-~
plus and some flexibility in respect of techniques., Further-
more the disruption of the o0ld metropolitan links i1s necessarily
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accompanied by a disruption of the established patterns of
supply, taste and techniques of production., Traditional
commerclal interests are therefore eliminated and as a result
local entrepreneurshlp is activated., The government is also
better placed to utilize fiscal and monetary policy to effect
the type of transformatlon desired., However, the extent to
which the economy benefits from severing the established metro-
politan ties will be curtailed by the new quasi - metropolitan
relationship into which it enters. '

Where the institutlional 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 mey form a
basis for the development of a 'quasi-staple' export sector
speclalizing in service activity (e.g. finishing-touch assembly
manufacturing, tourism and provision of labour to the metropole
by immigration). This is an extreme example of an economy 'im-
porting in order to export'. 1In such an economy local initia-
tives are limited, 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 grants for its expendi-
tures., Puerto Rico, Barbados and the Leeward Islands are consid-
ered as typlcal examples of this modifled model.

On the other hand, if new staples have been discovered, &
new wave of expansions begins, Thls 1s the case which corres-

ponds to Trinidaed or Jemalca and most closely to the models
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developed by Seers, Demas and Lewis (1964). In this case the
national economy has neither the capital, the entrepreneurship
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
metropolls, .

However some modifications become necessary because of the
changed charscter of the international pollitical economy., The
authors argue that, "although the relationship between the metro-
pole and the hinterland, between the parent firm and the subsid-
iary, end between the new export sectors-and the national economy
remains essentlially unaltered, the forms within which it expresses
1tself are different,"5%

In the Pure Plantation Economy the relations between metro-
pole and hinterland were determined by regulation; the division
of labour according to the 'Muscovadc Bilas'; 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 afe superceded by custom,
While the hinterland 1s theoretically free to make whatever
changes in policy it considers desirsble, 1ts relations with the
metropole are in practice seriously circumseribed by the terms
of bilateral and multilateral sgreements and by rules of regional

and internstional agencles,

54, Ibid., p. 48.

55. See discusslon 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 thelr
policy is strongly oriented towards the internal financing of
operations including that of their subsidiaries., Thus direct
investments by international corporastions have largely replaced
private portfolio caplital ags a means of finance in the hinterland
economy,

Finally, &s regards the relationship between the new export
sector and the national economy, the linkage remeins limited.
Given the 'closed' nature of the international corporations,
except for the initial bulid-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
paild to the government and the wages pald to the workers. This
places a 1limit on the surplus avallsble 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.g. Lewis' indus-
trialization by invitation) have the effect of further fragment-
ing the market for goods and for caplital, reinforcing the blas
- for imported goods and services, and in consequence, stunting

local entrepreneurial initiative. The dependent nature of the
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national economy 1is therefore strengthened and transformation
retarded., The governments as a result have to turn increasingly
to national and international government loans and ald for the
finance of thelr development programmes,

The authors have concluded that the prinecipal lesson of
the legacy of the plantation on the contemparary economy is
that transformation is not possible without the localizatlon of
economic decision-making. This they express as follows:

"In a society in which thé high import content of
consumption has been a structural characteristic
inherited from the past, the encouragement of a

metropolitan economic presence is particularly
questionable as a development policy."5

"To give to the economy the internal dynamic necessary
to create new internsl linkages, it is necessary to
develop residentiary industries with lower lmport
content and larger local purchases, to increase the
degree of local processing of agricultural-and min-
eral resources, to reallocate land resources, to
hzalt the brain drain, to restructure financlal instis-
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 into focus the obstacles in the way of trans-
formation that have been created by the historically passive
relationshlip of the Caribbean hinterland with the metropole, In
80 doing a strong case 1s made for the reduction of the openness

of the economies in order to free the territories from their

rigid dependence on metropolitan finance, entrepreneurship,

56. Ibid., p. 64.
570 Ibido, ppo 62 - 63.
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technology and taste patterns, and to stimulate the growth of
internal dynamism in the system.

However, it may be argued that their analysls of the mature
plantation economy could have been taken further, They have not
for instance explored the possibilities open to the mature plan-
tatlon economy which has broken its traditional links with the
metropole and which discovers a new mineral resource the develop-
ment of which requires heavy outlays of capitel. This is relevant
since 1t 1s argued that there 1s a dearth of capital, entrepreneur-
ship and internationzl marketing experience in the i1slands at the
time of the break, Cuba, for example, sacrificed some of its
independence and flexibility in the mere act of marketing its
sugar. It would appear therefore that foreign participation in
one form or another would be unavoidable if the resource 1is to
be developed. But the terms of such participation may indeed
be narrowly circumscribed, Under these conditions size becomes
a most important variable and the question of the economic and/
or politiczl cordinstion of the reglion merits a fuller treatment
in their ansalysis,

The Best-Levitt study, however, 1s a significant contrib-
ution to Caribbean economic thought; by focussing on the histor-
ical and irstitutional characteristics of the region'’s economies,
they have emphasized the need for an 'inter-disciplinary' approach

to the problem of transformation,

Summary
It 1s not expected 1n such a2 brief review that all the

relevant studles on the contemporary Caribbean economic problems
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~could be inecluded, However, the minimal requirement is that
the different approaches and consequently the different presecrip-
tions should be represented. This latter principle has formed
the basis for our perticular choice of models,

We chose as our starting point the Moyne Commission report.
The Commission concluded that the ecénomic problems of the region
stemmed largely from over-speclalizstion in the production of
agricultural export staples. Because of this, output and employ-
ment in the economy as a whole were seriously affected in the’
eveﬁt‘»df a protracted depression of external demand, A growing
population with rising expectations sggravated this condition.
As a solution the Commission therefore recommended firstly, that
agricultural production on the plantations as well as on the
peasant farms should be diversified and be made more efficient;
and secondly, that the rate of growth of the population should
be reduced, However, the production of staple export crops was
t0 remein the major actlvity on the plantation estates., It was
further recommended that the metropolitan governments should
provide larger quotas for these staples at higher guaranteed
prices. The Moyne Commission thus stressed agrarian reform and
had little faith in the development of non-agricultural activi-
ties., However, the fact that the producers of staples were being
offered a guaranteed market for their output removed any incen-
tive they might have had for the recommended deversification of
production,

Lewis on the other hand argued that the reorganization of

Caribbean agriculture could only be achieved if at the same time
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other industries were being developed. The non-agricultural
sectors 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 well as an add-
itional market for the output of these workers, The main emphasis
was the establishment of a visble manufacturing industry on the
basis of import-substitution and export-creation and this could
best be done by inviting foreilgn entrepreneurs who would bring

to the 1slands capital, skllls 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 scele achieved. Finally, steps were to be taken to
keep production costs down in order that domestic output could
be more competitive,

After o decade of 'industrialization by invitation' there
wags iIndeed a raplid growth of output but the unemployment problem
remained unsolved. Agriculture was still inefficlient and in need
of reorganization. The manufacturing sector required a heavily
protected domestic market for its expansion and 1ts contribution
to the net export earnings of the economies was limited., Simi-
larly, the techniques of production were such as to restrict the

number of jobs provided, 'The share of investment financed'by
national savings in total domestic investment was still very
small. In effect the economies remained dependent on metropoli-
tan capital, entrepreneurship, taste patterns and export demand

end as a result had no dynamic of thelr own,
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Recognising some of the defects of his earlier proposals,
Lewls at this stage recommends first, that techniques more ap-
propriate to the factor - proporiions af the region be used;
second that efforts to improve agricultural efficiency should be
redoubled; third, that investment out of local savings should
be encouraged; and fourth, that an incomes policy should be
introduced with a view to keeping wage increases in line with
labour productivity.

A more rigorous treatment of the same problem was provided
by Seers 1n 1963. 1In his analysis of the open petroleum economy
Seers argues that the main contribution of the export sector to
the domestic sectors of the economy is in the form of wages and
taxes. However, the wage rate in the export sector tends to be
high and this wage level 1s transmitted throughout the economy by
the labour unions, This has the effect of retarding the growth
of other sectors of the economy., This indeed was one of the per-
verse effects of Lewis' ¥ industrialization by invitation".

Seers further argued that the trend in export earnings
and the trend in wage rates wére the key variables in the'open
petroleum economy. He concluded that in the short-run employ-
ment would only grow if the rate of increase in wages were less
than the increase in export earnings. Thus Seers, llke Lewls
(1964) implies that an incomes poliecy is crucial to the solution
of the unemployment problem in the region.

However, while the Seers model provides a clear plecture of

the functioning of this kind of economy in the short perlod, the
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treatment c¢f 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 peyments of the export sector 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 wilder varliety of natural resources and great-
er opportunities for realizing economies of scale., A group of
small countrlies will thus be better placed to achieve self-sust-

alning growth 1f they could be integrated into a single economic
unit, With respect to the Caribbean territories therefore, Demas

proposes a regional economic and/or political union which would
make possible the more efficient development of a wilder range of
resources, Whlle Demas recogﬁiaes the importance of the instit-
utional constraints on the transformation of the region, his anal-~
yeis was centered on the 'matural' structural considerations,
Best and Levltt on the other hand attempt a more comprehen-
sive analysis of the problems'of the region, They survey the
historical experliences of the reglon since the establishment of
the slave plantation, with a view to determining to what extent
the peculiar structural end institutional characteristics inheri-
ted from the past have operated agalnst recent efforts at trans-

formation, Thelr malin conclusion is that the relatlionship between
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the metropole and the hinterland, between the parent firm and

the subsidiary, and between the new export sectors and the nation-
al economy have changed very little over the last three hundred
years. The Caribbean economies, they argue, have contlinued to

be passive appendages of the metropolitan economies, The authors
suggest that it 1s only by breaking these ties and localizing
decision-making that an integral dynamic for growth could be
developed.,

In the sections that folldw we examine the economy of Trin-
ided and Tobago in the post-war period. The theories discussed
above will form the basis for our evaluation of the problems of
the economy and attempts at solving these problems in the period
1951 - 65,



CHAPTER II

THE OIL INDUSTRY OF TRINIDAD AND TOBAGO 1951-65

One of the main features emerging from our analysis of the
Carlbbean region is that the individual economies are dominated
by one or a few staple export industries which funection 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 contributed 29,5 percent
of the gross domestic product; 37.3 percent of gross domestic
capital formation; 36.3 percent of government revenues; 81,0 per-
cent of domestic 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 in determining 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 totel receipts; the
structure of investments; and contribution of the industry to the
national capacity to import are examined below, A brief sketch
of the internationsl petroleum industry 1is contained in Appendix I,
whlle Appendix 2 consists of background material on the structure
and growth of the domestic industry,

1. For the sake of convenience Trinidad and Tobago will

subsequently be referred to as Trinidad., All values
are in T7,T. dollars unless otherwise specified. The

conversion rate is at present approximately $1.00 U.S.-
$1086 T.T.
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Table II

Contribution of the Petroleum Sector to the

Domestic Economy Of Trinidad and Tobago
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Government
Revenue

38.
39,
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35.
37.
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hs,
4k,
38,
35.
36.
36.
33.
32.
29.

36.
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8
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Exports

78.3
78.5

5.
76.
79.
82.
82.
83.
82.
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82.
83.
83-
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81.0

(4) Gross Domestic Product See Table 3-13

(B) Gross Domestic Investment See Table 3-20

(c) See Table 3-15

(D), (E)

These include crude oill imports.

Source:

E
Merchandise
Imports

29.8
29.
27.
26.
25.
25.
24,
28.
29.

45,
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Overseas Trade, C.S.0., Government of Trinidad and

Tobago.



_59-

Gross Cutput

The growth and composition of gross industiry output over
the period 1951-65 is presented in Table 3-1. The most notable
feature here 1s the fast growtn/igdustry 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
expanslon of the refining of imported crude oils, The influence
of these intermediate purchases of crude 0ll 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 wvalue 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 obtalned, Growth trends are provided in Table III
which also shows the close similarity between the trend of output
exclusive of imported crude oll, the trend of c¢rude oll produc-

tion and of value added.

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

Comparative Rates of Growth

Gross Output Gross Output Crude Oil Value

(excluding Production  Added
crude oil
Average growth imports)
1951-54 6.3 4,6 4.3 8.6
1955-57 22,6 27.2 16.9 30.6
1958"’61 13.9 5.6 701 7.0
1962"’65 503 -007 -~ "0.9
1951-65 1003 509 603 8.2

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

Local and Foreign Content

From the data provided we may also determine the forelign
and local content of gross output. Here foreign content is de-
fined to include imported crude oll and other materials, profit
after tax and depreciation., Local content is comprised of wages
and salaries, payments to local government, local material pur-
chases and other local payments, This is 1llustrated in Flgure 2.
The foreign content 1s large because of the heavy importation of
crude oll, 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 fastest after 1957, the growth of other foreign
payments was most pronounced ln the period 1951-57. In 1951



- 61 -

foreign payments other than payments for crude 01l accounted
for 35.5 percent of total output. By 1957 the proportion had
increased to 46,7 percent. 1In 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 some-
what misleading because they reflect the large increase in the
importation 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 124 per annum exceeds the rate of increase of gross output.
If crude oll purchases were to be excluded from the velue of
industry output, there 1s a notlicable inecrease in local content
particulsrly after 1957.

We may further compare the composition of the output of the
mining sector with that of the refining sector., Table 3-2 pro-
vides datz for the years 1961-62, In this period 34-38 percent
of the gross output of the industry originated in the mining
gsector. The local content of mining output averaged 60 pereent.
The refining sector on the other hand contributed 62-66 percent
of industry output, but the local content of the gross output of
this sector averaged only 30 percent.

The following concluslons 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 wesk link-
age between the petroleum sector and the rest of the economy,
Moreover the linkage that 1s effected operates primarily through
payments to labour and payments to government in the form of
taxes, Purchases of local materlals accounted for less than
5 percent of the value of gross output over the fifteen year per-
iod; while payments to contractors were approximately 5 percent
of totel output. These proportions would be even smaller if the
foreign content of domestic purcheses 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 doegagimilar rate of growth
in the refining sector, To the extent that the expansion of the
petroleum industry is based on the processing of imported crude
0il, the impact of the industry on the rest of the economy will

be rather small,

Value Added

The ‘value added‘ 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 oil production and
the trend in the vealue added by the industry was observed. This

3. The foreign content has been calculated at 25.3 percent

for construetion, 24,5 percent for manufacturing, 13.8
percent for transportation, and 16.0 percent for services.

See A. Francis "Inter-Industry Relations in Trinided and
Tobago", C.S.0. 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.”* This was donme for the years 1961~62
in Table IV, The data indicate that the value added in this per-
lcd was five times as great for mining as it was for refining and
that growth of the industry as a whole is largely determined by
the growth of local oil mining activity.

Table IV
Value Added from Mining and Refining

Indigenous Crude 0il

$mn 4 $mn %

01l mining 1 185.8 82.5 207.2 85.9
Refining 39.5 17.5 33.9 14,1
Total 225.3 100.0 241.1 100.0

Source: See Table 3-2

The composition of value added in the period 1951-65 is
given in Table 3-3. Here we may note the decline 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 obtain the value added deriving from the mining and

refining of indigenous crude oll a proportion of the
total value added .by the refining secetor equal to the

share of indigenous crudes in total refinery throughput
is 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 trernds in labour
payments, deprecliation provisions and the distribution of gross

profits between the local government taxes and the companies.

Payments 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 psyments,
money wage rates, and employment, In the period 1951-65, payments
to lgbour inereased by 143 percent, money wage rates by 248 percent,
while there was gz 10 percent decline in the number of persons
employed.,

From Figure 4 three distinct phases can be observed., In the
periocd 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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while there were major increases in the money wage rate., In
this period money wage rate grew at a rate of 15.2 percent per
annmum making possible an increase of 20 percent in respect of
labour payments.5

The trend in the money wage rate ls also important because

of the possible effect of wage increases on the level of employ-
ment. The tendency for wage increases to exceed the rise in |
labour productivity would under normal conditions induce the
substitution of capital for labour, In Figure 5 money wage rates
are plotted against labour productivity. The relation between
wage rates and productivity is examined in terms of the three
periods 1951-54, 1955-61 and 1962-65. During the first period
the money wage rate grew much faster than labour productivity.
The fact that employment also increased at this time may be
attributed to the rise in import prices (22 percent between 1951
and 1954) and restrictions imposed on the use of foreign exchange.6

Durling the second period the increase in labour productivity

exceeded that of the money wage rate. The divergence was most
pronounced in 1955-59 when there were major reductions in the
number employed as well as a significent growth of industry out-
put., Moreover, the average price of lmported capital goods de-
clined (See Table V) thereby facilitating the substitution of
machinery for labour,

5. The index of money wage rates relates to minlmum wage
retes for certain specified categories of manual workers
on time rates only. These rates appear to have risen
much faster than average earnings in this period, hence
the relatively slower growth of labour pasyments.

6. The postwar dollar convertibility problem was only eased

in. 1958 with the removal of restrictions against certain
foodstuffs and machinery imports.
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Teble V
Wages, Emplo meni_'Pfdductivit and Imnport Prices
Pe%roieum.lngusfny_of Trinidad and Tobego 1951-65

 Index 1951 =100

Money  Employment Pgyments Labour Prices of
Wage . To Productivity Imported
Rate Labour Capital Goods
1951 100 100 100 100 100
1952 105.4 103.8 115.8 101.3 104.3
1953 129.5 118.2 132.0 109.6 113.4
1954 1530.9 123.9 147.8 103.7 122,0
1955 133.7 123.9 164.3 119.9 123.1
1956 154.,5 104.4 170.9 191.7 126.3
1957 155.2 101.9 179.8 248.9 115.4
1958 168.8 10l.2 186.0 246.4 112.8
1959 168.8 98.2 191.2 283.1 113.0
1960 209.6 95.0 196.3 296.6 138.6
1961 227.9 89.3 202.9 342,9
1962 227.9 88.7 201.8 351.6 -
1963 279.6 89.3 203.7 355.5 -
1964 304.2 88.0 222.1 365.6 -

- No data avallable

Source: Quarterly Economic Report, C.S.0.,Government of
Trinidad and Tobago.

Annual Statistical Digest, €.S.0., Government of
Trinidad and Tobago.
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In the third period labour productivity remsined relative-
ly constant while money wage rates soared., Employment, however,
was virtuslly unchanged., Price indices of 1mported capital goods
are not avalilable for this period but in all appearances prices
must have lnereased,

The labour policies of the industry however can not be fully
explalned by the relative movements in domestic money wage rates
and labour productivity. The policies of the parent companies
are also of parsmount importance, From the second half of the
1950's the members of the international cartels (to whkich loecal
companles are affiliates) experlenced great difficulty in mani-
pulating the market for petroleum, (See Appendix I). The reaction
of these coﬁpanies to stiffening competition and declining profit
margins has been to adjust the structure of producﬁion in order
to reduce costs, Production techniques became even more auto-
mated and employment declined., In the United States, Standard
of New Jersey increased sales by T4 percent and net income by
27 percent while cutting back employment by 1l percent between
1950 and 1960, Socony-Mobil similarly succeeded in reducing its
labour force while sales returns showed an increase of 60 percent.
Gulf 01l Corporation doubled sales over the ten - year period
with no increase whatever in the lasbour force.! The absolute re-
duction in the labour force facllitated the granting of wage
increases by reducing the share of the wage blll in total costs
and raising the level of labour productivity.

The transmission of these developments to the Trinldad

Te Harvey O'Ccnnor, World Crisgis in 01l, op.cit. p. 5.




- 67 -

operations of the international oll companles was inevitable

for several reasons, First, the local industry has been tradi-
tionally dependent on the parent companies for its technology;
secondly local production costs were already high by internation-
al standards; thirdly the incentives offered by the local gov-
ernment provided for duty-free importation of capital ggods and
for very liberal provisions for capital consumption allowances;
and fourthly, a strong labour union had developed loczlly and
had patterned 1ts outlook after the North Atlantic counterparts
to which 1t 1s affiliated.

The persistent depression of petroleum prices during the
1960's further reinforced the determination of the companies to
reduce costs by reducing employment., In recent years drastlic re-
duction in employment was averted only by the intervention of
the local government, A decision was taken in September 1968
whereby government gpproval was made mandatory before the com~
panies could make further reductlions in the lsbour forceg.” At
the same time, the wage increases negotiated in collectlve
bargaining agreements were being subjected to closer scrutiny.9
The labour unions however are unlikely to be willing to go along
with a policy of wage restraint if the lncreases in wages for-
gone are in fact converted into increases in the remittsble pro-
fits of foreign-owned companies. As for the companies the op-

portunity cost of retaining redundant lebour is undoubtedly

greater for a private company than for a publicly=owned: concern

8. Draft Third Five Yesr Plan 1969-19T73, Government Print-
ery, Trinidad and Tobago. 1968,

9. To effect this the Industrial Stabllization Act was
passed in April 1965.
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especlally when the unemployment problem of the economy is
acute, Under these conditions the government 1s likely to be
required to pley a more zctive role in the industry than has

been considered necessary in the past.

Deprecliation

The pfovisions relating to the depreciation of fixed cap-
ital are contained in the Income Tax (In Aid of Industry) Ordin-

ance, enacted 1n 1950 and revised in 1955. The Act provides for
geﬁéral allowances to all industries 1r respect of expenditures
on Industrial buildings, plant and machinery. 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, while the allowanece for plant and machinery 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 which refer spe-
cifically to the petroleum industry. The first is the submarine
well allowance which applies to individusl 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 percentage depletion allowance, the company may
capitalize the expenses of exploration in which case the regula-
tions provide for an initisl allowance of 10 percent and a 20~
year period over which the balance is to be written off, The

allowance may not exceed 40 percent of the chargeable income
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accruing from each well before the deduction of the capltalized
expenses or the submarine well allowance,

The second important provision relates to the treatment of
'intangible development costs'. These represent expenditures on
items without salvaege value which have been incurred in the
search for oll 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 after completion of the first producing well, Refer-
ring to this arrangement, the 01l Commission of 1963-64 commented
that "the 0il 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."lo

Depreciation a2llowances inereased 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 perilod as
a whole, Allowances were heavliest 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 Enquiry into the 01l

Industry of Trinidad and Tobago 1963-64, Andre Deutsch
Ltd., London 1964, p. 49.
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vity. Allowances for other activities (mainly refinery expansion)
covered approximately 64 percent of capital formation, |

One effeect of high depreciation allowances has been to
increase the profitgbility of investment in the industry, In
the period 1951-65 the ratio of net profits to net investment
was on average 3.7:1l. This appears qulte favoursgble when compar-
ed with Venezuela where the emphasis of the industry has been on
the more profitable crude cil production gctivities. The ratilo
in that country wes 4.4:1 in the period 1950-60.%%

Liberal depreciation allowances and other incentives are
generélly provided by governments to attract capital to partlcu-
lar 1industries in the first instance and to provide an extra
gource of savings with which to undertake further expansions.

The economy as a whole benefits directly from the local purchases
and payments of the industry and indirectly from the flow of
company savings to other sectors through local financisl institu-
tions,. |

The benefits accruing from such policles are however limited.
First, as was observed earlier, the local content of petroleum
output is not only small but has been declining., Moreover this
tendency 1s aggravated by incentive leglslation which:encourages
the substitution of capital for labour by reducing the cost of
imported capitzl goods. Secondly, the relnvestment of profit is
influenced by the profitability of the local affilliates in rela-
tion to all other internatlional interests cf the parent company.

1l, 8See C., Issawl and M. Yeganeh, Economics of Middle
Eastern 0il, Faber and Feber, London 1962, pp. 188-189.
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Capltal consumption allowances may have to be exorbitant if a
constant flow of investment funds is to be attracied from the
international companies.

Thirdly, the beneflts accruing to the local economy are
restricted to the direct disbursements of the petroleum sector
since the local petroleum companles 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 their metropolitan
head offices and the companies are not required to retain in the
territory any capital in excess of that needed to meet current
cash commitments.

The granting of liberal depreciation allowances to the
petroleum sector in effect represents a transfer of savings from
other sectors of the economy to the petroleum sector, Since the
feedback from the petroleum sector is limited, it can be argued
that one of the effects of the incentive programme has been to
reinforce the lopsldedness of the economy by perpetuating its

reliance on petroleum.

Distributlion of Taxes and Profits

The sharing of profits between the loecal government and
the producing companies has been one of the thorny problems of
the international industry. Commenting on this conflict Edith
Penrose wrote:

"The proportion of its profit that a company will be
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willing to give up, depends on 1lts estimate of the cost
of meeting the governments final demands compared with
the cost of resisting them, up to the polnt where the
logs 1in either case makes the business unprofitgble...

e+ +The demands of the government will depend on the loss
it believes 1t can inflict on the company by not giving
or by cancellling the concession under negotiation, that
is, on 1tgs estimate of the value of the concession to
the company, or on the amount 1t thinks the company will
be prepared to give up in order to avert political dis-

turbances and to maintain political goodwill,"1l2

Governments of producing countries obteln their olil 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 specific terms under
which oll companies contribute to government revenue very from
country to country, the concept of 50:50 profit sharing has
become a general standard (implicit or explicif) for evaluating
the equity of the fiscal obligatlons of these companies, The
concept was ploneered in Venezuela by the Law of Hydrocarbons
of 1943 and a subsequent smmendment of 1948, and has since been
accepted in diverse forms by most of the oill-producing states
throughout the world, The fundamentzl principle underlying the
profit-sharing agreements 1s 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 011l Companles in the Middle East" E.J.
1959’ PP. 240-410
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ies. 1Indeed the terms of the O.,P.E.C.13 agreement in 1964
stipulated that royalties were to be 'expensed' as a cost of
production and therefore were not to be included in the computa-
tion of the 50:50 sharing arrangement.>”

Since all the companies operating in Trinidad are forelign
owned, the 01l revenues of the government are derived from its
ownership of crude oll 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
miscellaneous payments) were just over 9 percent of the total,
Income tax has been assessed on the basis of 40 percent of total
texable earnings of the companies for the period 1951-62 and
42 1/2 percent from 1963 onwards, while royalty rates have been
10-12 1/2 percent of the field storage value of net crude oil
produced.,

The relationshlp between government o0il revenues and in-
dustry profits is shown 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 maln oil-producing countries in the Middle East
and of Venezuela for regular consultstion amongst 1lts
members with a view to co-ordinasting and nnifying the

policies of its members,

14, Draft Report of Ministry of Petroleum 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) fluctuated between
30 percent and 60 percent with an average of 41,6 percent for
the perlod as a whole, Thils ratio appears to be low in compar-
ison with the Venezuelan industry where the ratioc has been
estimated at 58 percent in the period 1950-60.15

An interesting festure of the industry is the absence of
any posgitive correlation between the annual percent changes in
government o0il revenues and the profits of the industry. This
1s shown in Figure 6. It appears that fluctuations in the net
earnings of the industry have for the most part been absorbed
by the companies., A possible explanation may be found in the
composition of government oil revenues. Approximately 70 percent15
of total government oil revenues is received from the mining sec-
tor of the industry. However the price of crude petroleum is zan
administered price and has been maintalned at a relatively stable
level throughout the period,(See Table 3-8)

Product prices, on the other hand have been more wvulnerasble
to market forces and have fluctuated more widely than crude oil
prices., A large proportlon of the refined products however has
conslsted of foreign oll processed for a fee, The fee 1is deter-

15, See Issawl and Yeganeh, op.cit. pp. 188-189, The

figures may nct be strietly comparable however,
because of possible differences in the treatment
of certaln ltems for income tax purposes,

16. This 1is based on data for only two years, 1961 and 1962,
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mined without the collaboration of the local government and 1s
intended to cover 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 loczl government has shown increasing
concern with the level of its oil revenues., In this conneetlon
speciegl attention is to be paid to the level of domestic pro-
duction, and the prices both of crude oil and refined products,
as well as the system of incentives and the processing fee
arrengement, These considerations underline the significance
of the proposal to particlpste actively in the industry by the
establishment of a publiciy -~ owned petroleum company.

Capltal Formatlon

The pattern of capltel formation in the industry is
illustreted in Table 3-4., Total gross fixed capital formation
in the period 1951-~-65 was $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
ocecurred dﬁring the 1950's. 1In 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 cost per
foot of drilling in the marine ares exceeds the cost of land
drilling by & ratio of 3.5:1.17 Thus, whereas in the period
1963-65 the totsl footege drilled in the marine areas was ap-
proximately 27 percent of the industry total, marine drilling
must have gbsorbed 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 extenslions to
the refineries were concentrated in the period 1957-65. This
pattern of capital formation in the domestic industry has been
similar to thaet observed in the case of internationzl majors in
the period under review, A recent survey by the Chase Manhattan
Bank suggests that the developing oversupply of erude oll since
1957 was one of the factors compelling internationsl companies
to concentrate on the marketling side of the industrj. 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.18

Expenditures on roads, bridges and dbuildings 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 Payments of the Petroleum Industry, Chase
Manhattan Bank N.A. 1966, p. 7.
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limited physical area of the territory, the concentration of
the industry in specific regions, and the already existing
network of roads which has made access to the mining areas
relatively easy.

To 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-
imately 30 percent of the gross total. Because of the higher
allowences 1n respect of drilling expenditures, net linvestment
in drilling constituted only 37.2 percent of total net capital
formation while net investments in plant, equipment and build-
ings accounted for more than 60 percent.

As regards the finaneing of gross capital formation by
the industry, the high level of depreciation provisions has
slready been mentioned (see Table 3-5), Gross capital formation
accounted for approximately 58 percent of total industry savings
(i.e. net profits plus depreciation) whereas outlays on net cap-
ital formation were Jjust over 27 percent of the net profits of
the industry.

The decline in the total footage drilled has continued
throughout the 1960's, Within recent years two of the major
companies, British Petroleum (Trinidad) Ltd. and Shell (Trinidad)
Ltd., have discontinued drilling on the grounds that they have
exhausted all thelr possible prospects, However, it is not un-
likely that investments in drilling will be accelerated 1n some
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of the less explored merine areas, The expansion to refining
capacity on the other hand wlll depend partly on the growth
of domestiec crude oll production and partly on the poliey of
the refining companies (particularly Texaco) with regard to

the processing of foreign crude olls,

Recelpts
The domestic petroleum industry is almost totally dependent

on forelgn markets for the disposal of its output, In the period
1951-65, between 92 to 95 percent of gross receilpts came from
foreign sales.(Table 3-7) The greater proportion of these (94.1
percent) were product sales since most of the indigenous crude
01l is processed locally. Domestic sales accounted for less than
T percent of gross recelpts and consisted solely of product sales.
Gross recelpts increased at a remarkable rate in this period,
Total sales climbed from $171.,3 million in 1951 to $6&50.,1 million
In 1965, an annual rate of growth of 10,4 percent, However, where-
as in the period 1951-57 lncreases in sales recelpts resulted
from the growth of domestic output (See Appendix 2) as well as
from a rise in prices, in subsequent years the primary factor was
the lnerease in production, Table 3-8 records the movements of
crude petroleum and product prices, Petroleum prices rose to a
peak at the time of the Suez crisis in 1957-58 and then declined
continuously., However the fall in prices was less severe in
respect of the heavier oils which form the bulk of domestic pro-

duction, The domestic industry therefore appeared to have escaped
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the full impact of this price trend.

Theré are several influences on the price at which domes-
tic output is sold, While regular off-shore ssles and sales to
local marketing orgsnizstions tend to reflect the postings at
the Caribbean exporting centres (i.e, Curacao and/or Aruba),
international product or refinery capaclty exchanges are not nec-
essarlly based on Caribbean postings and may reflect the higher
prices of the U.,S. Gulf Coast area, On the other hand sales to
a number of traditionzl markets in the Caribbean are normally
transacted directly from Trinidad and are therefore relatively
free of interference from affiliated international marketing
offices abroad, Similarly, with regard to bunker sales special
arrangements apply, the prices including part of dellvery charges
for lighterage to anchorage., Finally, special prices are com-
puted for each type of partly refined product, while products of
inferior quality are sold at a discount below posted levels.19

The most significant changes in the direction of petroleum
exports were the sharp increases in sales to the United States
and the European Common Market and the declining importance of
Caribbean and Latin American markets and bunker sales. (‘Table 3-9)

Exports to the United States grew at an anmual rate of
31.3 percent during the perlod as a result of which the propor-
tion of domestic exports going to this market area increased from
2.7 percent in 1851 to 31,2 percent in 1965. Most of this

19, 8See Report of the Commisgion of Enqui into the
01l Industry of Trinidad and Tobego 19%3-193E, op.clt
ppo 28"290
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expansion was effected after 1956 and has been associated with
the purchase by Texaco of the British firm, Trinidad Leasholds
Ltd., The importance of the marketing outlets of the internation-
al companies is further 1llustrated by the fact that petroleum
consumption in the United States has increased at a rate of 3
percent per annum for the last decade or more.20 For similar
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 rapldly
during the period, Sales to European Common Market countries
grew at an averége annual rate of 46,2 percent while the anmual
increase 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 facilitated by the remarkable growth of con-
sumption in this ares since the middle of the 1950's (12 percent
per ann.um).21 Approximately 17 percent of domestle exports
went to Western European markets in 1965 as compared with 3.6
percent in 1951,

Sales to the Ceribbean area and Latin America fell from
29.1 percent of domestic sales in 1951 to 12,5 percent in 1965,
Exports to this region have been affected by the relatively slow
growth of consumption but mainly by the growth of refining cap-
acity. (approximately 11 percent per anmum in 1956-66).22 In

20, See World Oil: A short Survey, Central Office of
Information, London., March 1968, p. 17.

21, Ibid., p. 20.
22, Ibid., p. 26.
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the Caribbean area, the construction of re?ineries in Barbados,
Jamalca and Antigua and the expansion of existing capacity in
Puerto Rico during the 1960's eroded the nesr-monopoly Trinided
petroleum had on these neighbouring markets.

The decline 1n 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 membership in the Sterling Are# as well as 1ts 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, Similerly the construction of competitive bunker-
ing facilities in other territories in the region (e.g. Paname
and more recently Barbados) has seriously affected the domestic
bunkering trade. As a result of these developments bunker sales
increased at the marginel 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 expanslon
of refinery capacity has also been substantlial, It has been es-
timated that capacity in this region increased at a rate of 13
percent per annum in the decade preceding 1966.23 Extensions of

capecity 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 reglonsl markets controlled by the international
companles operating in the territory as well as their global mar-
keting policles,

National Cepacity to Import

In this section an attempt is made to evaluate the 'real!
national forelign income of the petroleum sector. This index.is
important firstly because the traditlional openness of the economy
has made 1t extremely sensitive to changes in its foreign pur-
chasing power; secondly, because the petroleum sector is the
major source of forelign exchange for the national economy; and
thirdly, because the complete alienastion of ownership of the
industry has meant that a2 sizeable share of its income flows
abroad as payments to foreign factors of production,

The index used for the present purpose 1s the "national

capacity to 1mport"24 which is an adaptation of the more familiar

24. See Lloyd Best and Kari Levitt, "An Ideal Type Account-
ing Framework for the Study of Caribbean Economy,"
Report of the Second Conference of Commonwealth Carib-
bean Government Stetisticlans, Georgetown, Guyana, 1968

also by the same authors "Externally Pro R

led Growth and Industrialization in the Ceribbean,
Montreal, 1969, (unpublished)., This measure has been
applied to the Trinidad economy by Gerard H. Dedeystere,
"Some Measures of the National Capacity to Import", MeGill
University, Montreal, 1968. (mineo).
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"income terms of trade".25 To derive the national capacity to
import we deduct from the gross value of exports all imported
intermedliate inputs as well as foreign payments in respect of
profits, depreclation, management fees, rents and remitted
salaries., Ry adding capitzl investment inflows to this total
we obtain the nstional foreign exchange earnings of the sector,
The natlonal capacity to import is derived by dividing an index
of the national export earnings by an import price index for
goods other than erude petroleum.26
The trend in the national capaclty to lmport is presented
in Teble 3-11., Two distinct perliods can be observed, In the
first period (1951-59) national foreign exchange earnings rose
by 114,5 percent whereas import price increases were negligible
(3.3 percent). The capacity to import as a result more than
doubled, Between 1959 and 1965 however, nationsl foreign ex-
change earnings went up only 17.0 percent while import prices
goared by 55.0 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 fellen 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

Economic Studies, 1948-49, pp. 50-60. It measures

the "changes in quantity of imports obtalnable from

the sale of a country's exports' and is derived by

dividing the index of export wvalues by an index of
the price of imports,

26, This measure differs from the "Current National Cap-
acity to Import" used by Dedeystere (See Footnote 24),
The latter measure excludes czpital inflows for in-
vestment purposes,
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Since petroleum is the principal source of forelgn 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 1ts financing, These effects will be discussed in great-~
er detzll in the next chapter,

Summary

7.The petroleum sector dominates the Trinidad economy, in
terms of its contribution to the gross domestic product, gross
fixed domestic cezpitzl 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 o1l for processing while remittznce of profit and
other foreign payments were by no means insignificant. The
local content of gross cutput was therefore rgther small and the
linkage between the sector and the domestic economy was limited.

The growth of value added followed closgely the growth in
crude o0ll production., This is so because value added in the
mining sector is flive 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,

Although there have been major wage increases particularly
in the 1960's, employment in the industry has declined since

1951. 1Increases in payments to labour derive primarily from
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increases 1ln wage rates, Similarly, payments tc the local gov-
ernment whlle relatively stable have tended to increase less
rapidly than industry profits., Depreciation provisions on the
other hand grew more rapidly than any other item of value added,

A relatively high level of capltal formation was maintained
throughout most of the period, The main items of investment ex-
penditure were oll well drilling and fixed plant and equipment,
Drilling investments grew fastest in 1951-59 while investments
in plant and mchinery were concentrated in the period 1957-65.
Because of the high level of depreclation provisions net capital
formation was less than one-third of gross capital formation,

The industry receives most of its revenues from exports, a
large proportion of which is exports of refined products. The
generel decline in petroleum prices after 1957 has reduced the
value of the industry's output. However the heavier products
which form the larger part of domestic output appeared to have
been less affected than the lighter ones thus reducing the im-
pact of the depression in world prices on the domestic industry.

The national capacity to import of the industry measures
the trend in the real nationsl earnings of the industry. The
capacity to import doubled between 1951 and 1959 but declined in
subsequent years, This trend in the earning: power of the indus-
try has had serious effects on the growth of the domestle economy
and the way its development is financed. The effect of these
trends in the sector on the development of the economy as a whole

1s the subject of Chapter 3,



Chapter III

The Economy of Trinidad and Tobago 1951-1965

In our review of post-war economic thought in the Carib-
bean fegion the central argument hes been thet the island
economies are still bésically untransformed. The economies
continmue to be dominated by one or a few staple export crops;
a hizh 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 mede to determine to what extent these coneclusions apply
t0o the Trinidad economy over the period 1951-65 and more
specifiéally, to what degree the petroleum industry hzss
influenced the pattern of growth 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 shown to contribute g substantial pro-
portion of the gross domestlic product, gross domestic fixed
capital formation, general govermment revenues and domestic
merchandise exports and imports.

A high degree of openness has also been a feature of the
Trinidad economy. This i1s indicated in Table VI which shows
the ratlo 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 fixed capitsl formation; and the ratio

of imported consumer goods to total consumption expenditures.
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The ratios were highest in respect of the first two measures.
These are compered with similer ratios for selected treding
countries in Table VIA. In terms of its dependence on foreign
markets and féreign supplies Trinidsd appears to be feremost
amongét the world's open economies.

Finally, Trinidad has been faced with the problem of un-
employment at a time of rapid economic growth, Over the period
1951-65 the gross domestic output increased at the remarksble
rate of 10 percent per yeer.l As a result the gross domestic
product per capita rose to $1,207.4 in 1965, while the national
income per capita was $956.5 in the same year. On the basis of
these statistlical meesures:sTrinidaed cannot be desceribed as a
poor country. International comparisons are provided in Tzble
VII. However, desplte this fast growth of output the rate of
unemployment has been increasing since the middle of the 1950's.
The ratio of unemployed to the total labour force was 9 percent
in 1955, rose to 14 percent in 1962 =nd remained at that level
for the rest of the period. (See Table 3-12)

1. In real terms the rate of growth was somewhat slower
but still relatively high perticularly during the 1950's,
In the period 1951-61 domestic output increased st an
anmual rate of 8.5 percent while in 1961-65 the rate
declined to 3.5 percent. See Frank Rampersad, "Browth

and Structural Change in the Economy of Trinidsd and

Tobago, 1951-1961"., Research Papers No, X C.S.0.
Government of Trinidad and Tobsgo. December 1963 pp.

82-176; Also Draft Third Five-Yesr Plan 1969-T3.
Government of Trinidad and Tobago. 1968 pp. 21-51
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Table VI

1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965

1951-65
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domestic fixed capital formation,
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expenditures.

See Tebles 3-13, 3-14 and 3-18
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Isble VIA

Per Capita Grogs Domestic Product and Natlionsl
Income; Import and Export Ratios

Selected Countries 1965

($ U.S.and Percent)

Per Capita

GDP

$
Canada 2,155
Jamalca 465
Puerto Rico 1,086
Barbados 369
Venezuels 917
Belgium 1,583
Luxemburg
Guyana 297
Mauritius 228

Trinidad & Tobago 702

Source: Yearbook of National Accounts Statistics 1967,
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United Natlons, New York 1968.
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It would appear therefore that the general characteristics
of the Caribbean economies outlined above are clezarly discernilble
in the case of Trinidad. However, a closer examination of the
performance of the economy'in the period reveals thet some basie
changes in its structurs were beinz effected in the 1960's.

The period 1951-65 can be divided into two distinmet phases:
the first extending from 1951 to 1959 and the second from 1959
to 1965.2 The first period wasg one of extrerdinsry expansion
in the econémy, the gross domestic product growing at a rate of
12.5 percent annually. The economy slowed down during the second
pericd particularly after 1962, and the growth rate fell to 6.7
percent per annum. (See Table 3-13). Thé results of our analysis

suggest that the earlier period wss characterized by growth

2. It hes been suggested in Appendlix 2 that the growth of
gross domestic output fecllowed closely the growth of
production of indigenous crude oll and thet four different
periods could be observed. (See Teble 2-2) However it
will be shown 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
a2 whole,
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without transformation, whereas the lzter period witnessed
congiderabls structural transformation. Whether the stiructural
changes in the period following 1958-60 were due to the slowing
of the petroleum boom or the commencement of governmental
development planning is an interesting aquestlon.

Whereas the rate of growth of total output fell in the
second period, this decline was largely ettributable to the
petroleum gsector. The public sector as well as the private domes-
tic sectors grew much faster thén 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 becomling more propulsive. This can be see from Figures
7 and 8 which illustrate the aversge relstionship 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 value added in the public
gsector to the value added in the petroleum sector was 0.23 in
1951-59 and increased to 1.56 in 1959-65. 1In the case of the
priveste domestic sector the coefficient similarly rose from 1,42

in the first period to 4.86 in the second period.3

3. In the relevant equations the velue added in the petro-
leum sector has been trested as the independent varigble
while the value added in the public and private 3mestic
sectors are ' ‘dependent varigbleg, \See Table J-1
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These developments required a series of adjustments in
the domestic economy. Since the petroleum industry continues
to be the prinecipal source of foreign exchange for the
economy as a whole, the sluggish growth of petroleum in rela-
tion to the domestic seetors tended to put some strein on the
foreign balances of the economy. One consequence was that it
became necessary to draw heavily on foreign exXchange reserves
in the period 1959-65, Whereas in the earlier period large
reserves of forelgn exchange were accumulated, drawings were
made from this fund in the second period. (See Table 3-14)

Furthermore the public sector was foréed to borrow
exterﬁally to finance its-dewelopment programmes as well as
to service debts previously contracted. Starting in 1962
mgjor logns were raised by the government in every single
year. This contrasts with the preceding decade when only two
such loans were negotiated: one in 1951 and a second in 1954.
Government borrowing was not however resgtricted to foreign
sources, Prior to 1959 the govermment engaged in no internal
borrowing whatever., Between 1959 and 1965 internal public
borrowing accounted for approximately 27 percent of general

government capitel expenditures. (See Table 3-15).
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A third consequence of the shortage of forelgn exchange
has been a reduction in the propensity to import.4 In the
period 1951-59 the morginel propensity to import was 0,33
while in the period 1959-65 the ratio fell to 0.21; the
elasticity of 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)°

Fourthly, there were changes in the composition of
cOmmodity imports. Imports of capital goods as a proportion
of total commodity imports rosejconversely, imports of
consumer goods (including intermediates) as a proportion of
commodity imports declined. This is illustrated in Figure 8.
During the first period 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 otherwlise specifled,
subsequent reference to merchandise imports will
assume the exclusion of imports of crude petroleum.

5. All references to regression and other coefficlents
are derived from Table 3-16.
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the average proportion increased to 35.2 percent.

The relative decline of consumer merchandlise imports
resulted primzrily from the slower growth of goods other
‘than foodstuffs. Indeed the marginal propensity to lmport
foodstuffs (including beverages and tobacco) in relation
to total consumer imports increased from 0.32 in 1951-59
t0 0,35 in 1959-65., The structure of imports had therefore
shifted in favour of ecgplital goods on the one hand and
foodstuffs on the other. In all appearances the use of
foreign exchange far the purchase of less essentizl consumer
ltems hed to some extent been rationed.

These adjustments may also be observed by comparing the
imporﬁ content of investment and private consumption in the
two periods. The merginal propensity to import caplital goods
in gross domestic fixed caplital formation6 rose from 0,39 in
1951-59 to 0.59 in 1959-65. On the other hand the marginal

7

propensity to import consumer gocds fell dramatically from

0.34 in the first periocd to 0.1%4 in the second.

6. The regression coefficient relating the trend in
imported capitzl goods to the trend in gross
domestic capital formation.

7. Indicated by the regression coefficlent relating
the trend in imported consumer goods to the trend
in private consumption expenditure.
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Finslly there were changes in the composition and flow of
domestic investible funde. The marginal propensity to save in
the household sector rose from 1 percent in the first period to
4 percent in the second. However, the national saviﬁgs ratio
(1.e. retio of national savings to natlonal income) declined
from an average of 13 percent in 1951-59 to 10 peréent in 1959-
65 indicating a deeline in public and local business savings.

The increase in household savings therefore gppears to have financed
the higher level of investmant in the public and domestic sectors,

Whereas no domestic funds were mobilized prior to 1959, the
public sector borrowed regularly from domestic sources in the
period 1959-65. With respect to the private domestic sector the
flow of funds takes place through the financial intermediaries,
principally the commercisl banks. In the early period the ratio
of local assets to total deposits averaged only 41.2 percent,
indicating a substantial outflow of capital through the banking
system. In the second perlod the average ratio of local assets
to deposits rose to 64.2 percent. The growth of personal savings
was therefore associated with a reduction in the outflow of doemstic
funds through financlal intermediaries..

In the sectlons that follow, the performance of the economy
is exémined in greater detail. The first sectlion deals with the
period of petroleum-bzsed growth (1951-59); the second with the
period in which the public sector seeks to play an active and
leading role (1959-65); in the third section we seek to examine
trends in employment and the factors influencing 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 domestiec product rose
from $312.1 million in 1951 to $799.1 million in 1959, e rate
of incresse of 12.5 percent per year. (See Figure 9). The
incresse was most pronounced after 1954, the znnual rete being
13.9 percent in 1955-59 as compzred with a rate of 10 percent
in 1951-54.

This expansion was generated almost totally by the
petroleum sector. The trends in petroleum output were discussed
at length in the preceding chapter. In the period 1951-59 the
value added by the petroleun 1ndustry'1ncreased at a rate of
13,7 percent per year, which was faster than the increazse in
respect of the economy =2s a whole. The industry =zs a result
increased its shere in totzl value zdded 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 petroleum production
must inevitebly be reflected in the trend in total output.
However, the influence of the industry on the domestic sectors
(1.e. the non-petroleum sectors) depends on the nature of the
linkages between them, The domestic sectors may convenientl:r
be arrangéd into two groups: the public sectors which include

generel government services, public utilities and other publie
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enterprises; and the private domestic sectors which include

2ll 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 1n petroleum output.

Petroleum and the Public Sector

The relationship between value added in the petroleun
industry (X) and value 2dded in the public sector (Y) is
expressed By the following equation:

Y=25.79 4+ 0.23 X
The relzatively low regression coefficient indicates that a
unit increase in the value of petroleum output generzted
only 0.23 percent of a unit increase in the public sector.
An alternastive measure of the relstionship between petroleunm
earnings and the public sector is given by the equation
relzting general govermment revenues (Y) to the net export
earnings of the petrcleum industry (X):

Y=12.18 4+ 0.47 X

Although Seer's assumption that all government revenue derives

from the petréleum sector in the form of royalty and tax does
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not £it the case of Trinidad, it nevertheless appears to be
the case that central government revenues vary directly with
petroleum earnings. (Note the ccrrelation coefficient of
0.93). Wherees goverﬁment 0il revenues contributed only some
40 pércent to total government current revenues in this period
(See Figure 10), it would appear that other mzjor sources of
goverﬁment revenue such =8 personzl income taxes andé 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
0f 0,47 indicates that an increase of 100 in net export earnings
is amstcizted:with an increase of 47 in government revenues.

The relstionship between petroleum net export earnings and
total'government expenditures (i.e. current and capital) wes
very similar to that observed in the case of current government
revenues., Here the coefficient of correlation was 0.94 while
the regression cocefficient was 0.47. The reason for the similarity
lies in®e fact that the level of capitzl exrvenditures undertaken
by the government was relatively low anéd for the most part financed
out of the surplus on current account. (See Figures 10 and 11).
There was no internal governmental borrowing and very little
external borrowing. The correspondence between revenue and

expenditures was almost complete.
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Petroleum and the Private Domestic Sector

The relstionship between value added by the petroleum
industry and the private domestic sector was more impressive.
In the following equetion (X) represents petroleum output
and (Y) the output of the privete domestic sector. (The
correletion coefficient was 0.98).

Y = 51.72 + 1.42 X
Thus an increese of 100 in petroleum output was associzted
with en increase of 142 in private domestic sector output.
There 1s evidently some kind of multiplier at work here.

The response of ind%vidusgl industries to petroleum sector
growth varied. Growth was fastest in the construction sector
(20 percent per annum) and resulted directly from the major
expansions in the petroleum industry especlally after 1955.
Next to texes and lsbour payments, construction expenditures
formed the largest item of costs in the petroleum industry.

The construction sector however remained relatively smell in
relation to total output; 2.7 percent in 1951 and 4.5 percent
in 1959.

The services sectors showed an exceptlonzlly fast rate of
growth (12.4 percent) 8, Tnis growth, particularly in transport-
atlon and distribution was symptomatic of increzsing personal
incomeé as well 2s the slow growth of domestlc commodity-prodtie-
ing sectors.

8. All growth rates cited in this discussion are
anmugl average growth rates.
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Thus ownership of dwellings (6.2 percent), sgriculture
(7.5 percent) and sugar menufacturing (7.7 percent) grew
felatively siowly. 'Cther manufacturing’ however increased
appreciably (1l2.1 pefcent) but consisted—primarily of
industries pfocessing 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 basie
transformation in the period. The petroleum industry became
even more dominant in total production while the role of the

public sector was largely one of levelling off the fluctuations

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 petrcleum industry, while the latter
was stimuleted by the growth of incomes assoclated with the
booming petroleum sector, It is no exaggeration to say that
growth of the private domestic sector was derivative and induced

and thst Trinidad up to 1959 was a typlcal petrcleum economy.
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Composition of Gross Domestic Expenditures

An indication of the pattern of development is also
provided ty the composition of gross domestiec expenditures.9
(See Table 3-18). These increased from $326.0 million in
1951 to $827.3 million in 1959, represenfing an sverage znnual
réte of increase of 12,8 percent. This is slightly in excess
of the rate of growth of gross domestic output (12.5 percent).
Expenditures od consumption éid not rise as frst (11.6
percent per annum) but the share of eonsumption in total
expenditure nevertheless remzined in the area of 70 to 80
percent. In 1951 consumption expendltures were 73.7 percent
of gross démestic expenditures; the proportion increased
to 78 percent in 1954 before fallinz agein to zpproximstely
TO percent in 1959.

Public consumptlion expenditures as a proportion of a
tctal consumption expendlitures remained virtually unchanged.
In 1951 the proportion wes 14.6 percent while in 1959 it
vas 14,1 percent., However, public expenditures tended to
increase relatively in the period 1952-54 at z time when the
growth of petroleum output sppeared to be flegging. Labcur
payments comprised the lerzest ltem of government current outlays

9. Thig consists of expenditures on consumption

(private and public), gross domestic fixed capital
formgtion and stocks.
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accounting for T3 percent of the totzl in 1951 2nd T77.9
percent in 1959.

Private Consumption Expenditures

Private consumption expenditures grew at = rate of 11.7
percent which was just as fzgt 28 the incresse 1n respect of
total consumption expenditures. However, these expenditures
exceeded the growth of personzl dispcsable incomes. In 1951
consumption expenditures were 89.4 percent of personai
disposable incomes while in 1959 the proportion was 94.5
percent., Changes 1ln the pattern of expenditures however were
not significant although some shift in expenditures from services
to foodstuffs and household goods could be observed. Expendi-
tures on food as a share in totzl consumer expenditures
increased from 36.3 percent in 1951 to 37.7 percent in 1959,
while expenditures on dureble znd non-durable household zoods
increaged from 6.3 percent to 9.9 percent. Expenditures on ser-
vices correspondingly declined from 28.9 percent in 1951 to
25.5 percent in 1959.

The marginasl propensity to import consumer goods is
indicated by the regression coefficlent in the following
ecuation. Here (Y) represents imports of consumer goods and

(X) private consumption expenditures:

Y =39.21+ 0,34 X
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The coefficlent of 0.34 would have been slightly higher if
imported services were included, Foodstuffs and mznufactured

goods together constituted more than 7O percent of total

consumer goods imports. (See Figure 14).

Fixed Capltal Formatlon

Expenditures on gross domestic fixed capltal formation
grew from $69.8 million in 1951 to $242.6 million in 1959.
(Figure 15§. This represents an enmial average rate of
giowth of i6.9'percent per annum, significantly higher than
the rate of increase of consumption expenditures. Invest-
ment zs a proportion of grogss domestic expendlitures increased
from 21.4 percent in 1951 to 29.3 percent in 1959.

Fixed capital formation in petroleum averaged 40 percent
of total gross investments in the period. The fastest rate
of increase however was in respect of publie sector invest-
ments. Here the average annual increase was 21 percent,
resulting in a rising share of total gross investments from
13.1 percent iIn 1951 to 17.2 percent in 1959. Investment in
the private domestic sector including manufacturing and
agriculture lagged behind both petroleum and public sector
expansion. Investments in sugar manufacturing and in services,
however, were relatively high. (See Figure 15)

An interesting feature of the investment pattern in this

period wes the lncrease in the share of capitel formation



- 102 -

supplied from domestic sources. (See Figure 16). Whereas
imported capital goods increased a2t an avergge annual rate
of 12.3 percent, capital exvenditures esgainst local sources
of supplyvgrew almost twice as fast, at 22.2 percent per
annum, This is further seen in the regression series relat-
ing expeﬁditures on gross dcmestic fixed capital formezstion on
the one hand, to expenditures on imported and local capital
goods on the other. The marginal propensity to use imported
capital goods in grosg domestic capital formation was 0.39;
whereas the marginal propensity to use domestic capital goods
and associated services was Y.61,

The relatively faster growth of locally produced capital
goods end servicés appears surprising at first view since

imported capitzl goods beczme cheaper after 1955 on acecount of

a general decline in prices, and the subsidies implicit in
incentive legislation which granted highly favoursble terms for

the importation of such goods azs well a2s by the relsxation of

10

restrictions on the use of foreign exchange. The explanation

probebly lies in the fact that during this period growth was

fastest in the construction industry including residential

construction and in public sectors., Investment in both of

these sectors tends to have a felatively low import content.

10. There was indeed 2 fast inerease in imperted
machinery and transportation e%uipment of 13.7
percent per annum reflecting the growth of

investment -in petroleum as well as the expansion
of the transportation and distribution sectors.

(See Table 3.21)
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Moreover increases in money wage rates had not resched the
proportions that characterizZed the 1960's and led to the

substitution of ilmported for domestic iﬁvestment outlays.

Sources of Funds

The sources of finance for investment zre given in
Figure 17. Approximately 37 percent of tctal gross investment
was financed from domestic savings;33 percent from depreciation;
and the remaining 30 percent from net forelgn caplital inflows.
Household savings provided the largest share of domestlc savings
(21 percent) with relatively minor amounts coming from public
gsector savings (10 percent) and loczl business savings
(6 percent). The third source of finance was net foreign
caplitzl inflows which consisted primerily of relnvested profits
of foreign owned firms. Because large proportions of deprecia-
tion . provisions in fact accrued to foreign owned firms and
ere for 211 practical 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 depreciztion of forelgn
owned f;rms is treated 2s a foreign capital inflow, the share
of investment finsnced externelly rises from 30 percent to 60

percent.
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However, whereas depreclztion 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
0il and sugar industrlies zlone zbsorbed 80.3 percent of
total depreclation provisions and 58.3 percent of net capitel
inflows.

The finencing of investment by seétors is shown in
Table'3-22, Three broad categories are used: the petroleum
éector, the pﬁblic 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 partly 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 invéstments; while
depreciation provisions accounted for another 6 percent and
internal borrowing for only 5.7 percent - the result of a
solitary loen in 1959. The residual financing cazme from
forelgn loans and grants. There was however no net change
in the foreign reserve position of the government in this
period.

 The private domestic sector was financed principally
from domestic savings. Local business savings contributed

13 percent; household saﬁings 42 percent; and depreciation
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provisio ns 15 percent. Net foreign capital inflows flinanced
the remaining 30 percent of gross lnvestment of the private
domestic sector., The ratio of direct forelgn investments
(including reinvested profits) to tctal investments in the
sector however was 58 percent which was much higher than that
in respect of net private capitel inflows. This 1s an
indication of the phenomenon described as excess borrowing.ll
A partial 1llustration of excess borrowing is provided in
Figure 18 which compares the trend in gross capital inflows
into the sector with the net changes in the foreign assets

of the local commercisl banks. Except for the years 1955 and
1958, there wes zgn annuzl net outflow of domestic savings
through the commercizl banks  totalling some $33 million over
the period. Moreover the fluctuations in the gross inflow of
private investment capital were zssociated with converse move-
ments in the external flow of investible funds through the
banking sgsystem. This suggests thzt the net inflow of private
investment czpitel was much more evenly distributed then

appears a2t first glance.

Balance of Payments

The main feature of the externzl account cf Trinldad and
Tobego has been the perpetusl deficit in current account and

the corresponding dependence on capital inflows to balance

1l. Demas, op. cit., p. 64.
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this deficit. Whereas the baslance on visgible trade has been
negative throughout, the balance on services was positive

for the period 1951-55. The negative balance in subsequent
years hzs been associated with sharp increases in the outflow
of investment income. (See Table 3-14).

Merchandise imports constituted zpproximztely 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 averége rate of growth of 9.5 percent per
annum.

There was a very close.corregpondence 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 was0.33 a2nd is expressed
in the equationi3

Y = 50.624 0,33 X
The regression coefficlent of 0.33 suggests that for every
increase of 100 in gross domestic output, an increzse of 33 in
merchandise imports resulted.
12, In these sccounts imports of crude oil for processing

have been excluded.from total imports as well zs
exports.

13. In this relation Y represents the trend in merchandise
imports and X the trend in gross domestlic product.



- 107 -

The major items of imports were foodstuffs, mamufactured
goods; mechinery and transport equipment. As a proportion
of total merchandise imports during the period, imports of
foodstuffs (including beverages and tobacco) were 25.4 percent,
menufactured goods for consumption and inveétment, 37.9 percent,
and machinery and transport equipment 20,7 percent. However,
there were scme distinet changes in the compostlion of these
imports between 1951 zand 1959. The share of foodstuffs as: a
proportion of the total declined from 26.4 percent in 1951 to
23.3 percent in 1959. Imports of manufactured goods similarly
declined from 41,2 percent to 36.6 percent over the same period.
Cn the other hand, imports of machinery and transport equipment
increased from 17.2 pércent in 1951 to 23.4 percent in 1959.
(See Table 3-1T).

In terms of the distribution of imports between capital
goods and consumer goods (ineluding intermediates) there was a
shift in limports towerds the former ltems. Imported capital
goods as a proportion of total goods imports increased from
29.9 percent in 1951 to 34 percent in 1959, consumer goods
imports correspondingly falling from 70.1l percent to 66 percent
over the same period.

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 approximately 61 percent
of imported services and 18.5 percent of imports of good zand
gservices. Investment income rose at an annual rate of 15.9

percent, amounting to £557.2 million in the period.
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Sources of Forelzn Exchange

Net commodity exports increased from $116.6 million in
1951 to $2§9.2 million in 1959. The anmual 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 (1l.6 percent). The composition
of commodity exports (including petroleum bunkers) is illustrated
in Figure 19. Approximately 70 percent of net merchandise ex-
ports origin-ted in the petroleum sector. The other major
export industry, suger and rum, provided a further 12.1 percent
while exports of menufactures, although four times as great in
1959 asin 1951, still constituted an insignificant proportion of
export earnings. (1.9 percent).

The other major source of foreign exchange was foreign private
capital Inflows. Receipts from this source moved upwards rather
eratically summing to $492.1 million for the period. Gross foreign
private capital inflows were thus 92.5 percent of private foreign
investment incomes., The balance of payments showp reinvested
earnings a8 an outflow of property income on current sccount and
an inflow of capital on .eapital account. In fact there was a~
relatively high degree of reinvestment of profits- by f-relgn-owned
firms. Foreign borrowinz by the public sector on the other hand
was small 2nd consisted of 2 loan of $12.2 million in 1954 and
another of $20.4 million in 195%.
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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 petroleum industry.l4 On
this basis the 01l and suger industries provided 54.3 percent

of the available foreign exchange; services 22.1 percent; and
net capital inflows to industries other than petroleum 12.6 per-
cent. Over the period zs a whole total foreign exchange earnings

exceeded forelgn payments resulting in an increase in foreign

reserve balances of $103.6 million.

Summery of the Period 1951-59

The characteristic feature of the economy in this period
was 1lts high rate of growth generated by the rapid expansion of
the petroleum industry. The impact of derived growth in the
domestic economy was most evident for the public sectors and
construction and services industries. Domestic expenditures crew
at virtually the same rate as domestic output; over TO percent
of domestic exvenditures went into consumption; public consumption

expenditures were a relztively small proportion of total consump-

tion exvenditures and consisted primarily of labour payments.

14, These 1tems have been excluded on the grounds that
they are necessary costs of operatlon.
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An average of 45 percent of private consumption expenditures
was gpent on imported commodities. During the period the

ratio of private consumption expenditures to disposable lincomes
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 sectér, while high rates of increase were also experlenced
in the sugar and services industries. An increase 1n the local
content of gross cepltal formation was: also noted. Domestic
savings (including depreciation) provided zpproximately TO percent
of the funds for these invesiments while the remaining proportion
consisted of net foreign capital inflows. Approximately 80 per-
cent of 2ll depreciestion provisions and 58.3 percent of net forelgn
capitel inflows went into the petroleum and sugar industries.

The economy in this period behaved like the classiczal mineral staple
economy 1in a golden age. There was'no shortage of forelgn exchange,
personal spending was high in relation to income, and there was

virtually no conscious effort: to achlieve structural transformation.
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The Second Period 1959-65

After the rapid expansion of the 1950‘8 the economy
slowed down. Domestic output grew from &799.1 million in
1959 to $1,175:9 million in 1965 at an snnual rete of increase
of 6.7 percent. A mzjor factor in the decline of the growth
rate was the stegnation of the petroleum industry. The annual
rate of growth of value added in petrcleum during this period
was 1l.4 percent as compared 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 eccnemy zs a whole grew so much faster
than the petroleum sector indicates that the domestic sectors
' had become significantly less devendent on the petroleum
industry. Thils was accompanied by a decline in the correlation
coefficient'relating public sector output to petroleum from
0.93 in 1951-59 to 0.77 in 1959-65. The correlation coefficient
in respect of the private domestic sector and the petroleun
industry similarly declined from 0.97 to 0.78 over the same period.
These coefficlients reflect the fact that petroleum sector output
fluctuated more than the output of the public and other domestie
gectors,

Changes in petroleum output were associated wilth greater
changes in the output of the latter sectors. This was refiected
in an increase in the regression coefficient. The equation
relating public sector output (Y) to petroleum output (X) over the
period was:
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In respect of private dcmestic sector output (Y) and petroleunm
output (X) the corresponding ecuation was: o
Y = -796.79+4.86 X

Corresponding regression coefficients for the earlier period
1951-59 were 0.23 and 1.42. Given the stagnztion in the
petroleum industry during the second period the higher regress-
ion coefficlents 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 earnings of the petroleum industry ceased to show any
significant correlation eilther with the current revenues ol

15 This was a marked

total expenditures of the central government.
departure from the earlier period and mey be understood with
reference to Table VIIbelow,

Table VIT

1951-59 1959-65
Petroleum Value Added 13.7 1.4
Petroleum Export Earnings (Net) 14.6 -0.1
Petroleum Payments to Government 10.9 3.1
General Government Current Revevues 10.9 7.5
General Government Expenditures 10.4 11.1

(Current 2nd Capitel)

Whereas in the period 1951-59 there was a marked similarity in
the growth trends of the verious items, in the period 1959-65
15. This 1s shown by a very low value which suggests that in

a large number of cases the variance must be attributed
to chance. (See Table 16)
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general government revenues grew more than twice as fast as
0il revemies while the ret export earnings of the petroleum
industry suffered zan absolute decline. What 1s more, general
government expenditures increased a2t a2 much faster rate than
revemues.

One of the reasons for the change in these relationshlps
was tne terndency noted earlier for profits to absorb the major
fluctuations in petroleum ezrnings. Thus when net earnings of
the industry declined during the 1960's peyments to the govern-
ment by the industry were not 2s sericusly affected.

Secondly, although government oll revenues as a proportion
of total revenue hzd increazsed (from 40 percent in 1951-59 to
43 percent in 1959-65), total zovermment spending (including
cavital expenditures) inereased much faster than current revenues.
The mzjor development prograrmme initizted in the First -Five-Year
Plan of 1958-62 was financed'by 2 very large increzse both in
local a2nd foreign borrowing. Lozns and grants constituted
approximately 18 percent of total government expenditures(l959-65)
as compared with 6 percent in the ezrlier period.

The relstive growth of the various sectors of the economy
in the two periods is shown in Teble VIII, Cnly in the case of
public utilities, ownership of dwellinrs and the banking and
financial sector did the rate of growth in the 1959-65 period
exceed that of the ezrlier period. 1In relation to the overall

aggregate rate of growth, the only sectcers to grow faster than
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Table VIIT

Averzge Annuzl Rates of Growth of Output

Sector

Economy
Public Sector

General Government

Public ytilities
Petroleum

Private Domestic
Sector

Sugar Manmuracturing
Cther Maunfecturing
Constructlcn
Ownershlip of
dwellings
Agriculture
Transport and
distribution

Banking and Finance

QOther Services

A Average

B Deviation fromaverage rate

Source: See Table 3-13

. annmual rates of

1951-59
A B
12.5 -
11.0 -1.5
11.8 -0.7
8.5 -400
15.7 1.2
12.1 -004
707 _408)
12.1 _004)
2O°O 7.0
6.2 -603
7.5 =5.0
16.7 4,2
1204 _0.1
12.1~ -004

growth,

1959-65
A B

607 =
12,1 5.4
9.0 2.3
20.4 13.7
"104 -503
8.0 1.3
9.6 2.9
8.3 1.6
23.4 16.7
1.0 -507
8.0 1.3
6.1 9.4
6.9 002

for the total economy,

1951-65
A B
10.0 - -
11.5 1.5
10.6 0.6
13.4 3.4
8.2 -108
10.4 0.4
10.7 0.7
14,9 4.9
15.2 3.2
4-7 -503
4.9 4.9
1{*’.0 é.g
9.8 0.2
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average in the early period were petroleum, construction,
transportstion and distribution. By way of contrast in the second
period -all sectors save petroleum and agriculture grew faster
than the averege rate for the economy. The only lag throughout

was sgriculture.

Petroleum a2nd the Private Domestic Sector

Whereas in 1951-59 grovwth was generated 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 sectcor, although a2t a rste much below
thet of the first period. (This sector however showed signs of
stagneting after 1963). The effects of the govermment programme
of slum clecrance, and of the housinz loans schemes of the govern-
ment and the suger estates were reflected in the substantial
contribution of ownership of dwellings to gross domestic product
in 1959-65.

The expension of the construction sector stimulated the
growth of industries suvplyin~ bullding materials, particulasrly
cement. The most important zdvance in the manufacturing sector
however was in petrochemicals, an industry related to the petroleum
industry. The value of excorts in two major proaucets - fertilizer

and amonia-increased from 81 million in 1959 to §22.4 million in
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1965. Sugar manufacturing on the other hsnd appeared to have
levelled off after 1961,

In the services seétors growth was fastest in bankling and
finsnce. This was associazted with higher levels of personal
incomes, the grcwth of hire purchase transactions, and the
increased channelling of domestic savingss into domestic invest-
ments, particularly housingz. The growth of other services
reflected the inceasing mobility of the population as well as the
tendency of service sectors to absorb the growing volume of dis-
gulsed unemployment.

Azriculture continued its decline. The share of this sector
as a proportion of grogg domestic product fell from 17.8 percent
in 1951 to 12.4 in 1959 and to 9 percent in 1965. Sugar culti-
vation remeined the dominant zctivity. In real terms, the
contribution of sugar cane cultivation to gross domestic product
originating in agriculture .rose from 2l1l.4 percent in 1951 to
24,7 percent in 1961. The shere of export tree crops (cocoa, citrus
coffee, copra ete.) on the other hand declined from 27.7 percent
in 1951 to 21.9 percent in 1961; the share of domestic agriculture
similarly fell from 34.2 percent to 26.6 percent over the same
period. There was a relative increzse in the contribution of
livestock (paﬁticularly poultry) and fishing from 13.2 percent in

1951 to 21.8 percent in 1961}6

16. See Frank Rampersad, "Growth and Structural Change in the
Economy of Trinided and Tobego 1951-61", Research Papers
C.8.0., Government of Trinidad and Tobazo. December 1963
pp . 101-106 ]
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During the 1960's sugar cane cultivation maintained its
dominénce, contributing about 25 percent of gross domestic output
originating in the sector. However although the external price
of sugar was peggsed at a relétively 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
demend and the favourable arrangements guarenteed by internztlonal
commodity agreements between producers and consumers. Domestic
production of cocoz fell from 14,7 million lbs. in 1962 to 11l.1
million 1lbs. in 1965, largely on sccount of inefficient methods
of production. The production of citrus has been erratic in spite
of substantial pfeferences recelved in the U.K. mzrket. The only
tree crop 1o show gny significant increase was coffee which towards
the end of the period benefited from the price stability afforded
by the Internationel Coffee Agreement,

Whéreas traditional agriculture tended to decline in import-
ance, domestic agriculture zpreared o be galning some ground
after 1961. Significant increases were achieved in the production
of root crops, pulses, milk and eggs while poultry production had
advanced to the stage where self-sufficiency in the domestic
market was possible.

It could be argued that there is evidence of a partial trans-
formaﬁion in agriculture towards the end of the second period.

The fact that domestic agriculture grew in relation to a heavily
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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.l7
Although the rate of economic growth was slower in the
period 1959-65, it appears that the economy was undergoing some
structural transformstlion. During the early period the petroleum
industry increased its dominance of the economy, while the private
domestlc sectors passively responded to this expansion. The public
gsector acted merely to cushion the effects of fluctuations in
petroleum production. In the second period the domestic sectors
appeared more prOpulsivé, the dominant sectors being government

and the construction industry.

Compogition 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 2 rate of increase of 12,8
percent in the previcus period. However these expenditures
exceeded the growth of gross domestic output (6.7 percent) indicat-

ing an increzse in the dependence on imported goods and services.

17. For discussion on theltrefnd 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 relztively fast growth of gross expenditure was due
mainly to the growth in consumption expenditures (private and
public) which incressed =t an annuel rate of 8.9 bercent thus
ralsing its share in the total from TO percent in 1959 to 75
percent in 1965. The incresse was faster in respect of public
consumption; here the growth rate (1l percent) was susteined
et the levels of the 1951-59 period, despite the substantial
slowdown of the overall growth rate. Lsbour payments as a
proportion of total public consumption declined somewhat from
77.9 percent in 1959 to 71l.5 percent in 1965. Interest and
amortization peyments on the other hand grew from 7.6 percent
of current government expenditures in 1959 to 13 percent in 1965.
This reflects extensive borrowing by the public sector during the
period. |

Privete Consumption Expenditures

Privete consumption grew 2t a rate of 8.6 percent per anmum,

considerably slower than public consumption spending. Its share
in the total thus declined from 86 percent in 1959 to 84 percent
in 1965. The marginal propensity to save from personal dispossble
income increased from 1 percent in the period 1951-59 to 4 per-
cent in the second period.

Whereas in the early period the share of feodstuffs in total
private consumption tended to rise while that of services was

declining, this trend was reversed in the second period 1959-65.
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In these later years the share of foodstuffs in total consumer
éxpenditures fell from 37.7 percent in 1959 to 30 percent in
1965. Conversely, the share of services increased from 25.5
percent to 32.1 percent over the same period. However the share
of durable and non-durabie consumer goods continued to grow from
6.3 percent in 1951 to 9.9 percent in 1959 and to 13.1 percent
in 1965.

The marginel propensity to import consumer goods also fell
dramaiically during the period. The relationship between imports
of consumer goods (Y) and private consumption expenditure (X)
was: ‘

C Y=41.69+0.14 X
The regressicn coefficient indicates that the marginal import
content was 14 percent, less than one-half the figure for the
earlier period (34 percent). While there were no major changes
in the composition of consumer merchandise imports a small increase
was observed in the share of manufactured goods, chemicals and

8
private motor cars and cycles, and a decrease in foodstuffs,1

18. Although imports of foodstuffs as a proportion of total -
consumer goods imports declined, there was a small
increase in the propensity to lmport foodstuffs out of
expenditures on imported consumer goods., This is shown
by an lncrease in the regression coefficient.from 0.32
in 1951-59 to 0.35 in 1959-65. (See Tsble 3-16)
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beverages and tobacco, (See Tzble ~ IX: below),

Table IX.
Composition of Imports of Consumer Goods
(Percent)

Ttem © 1951-59 1959-65
Food, Beverages, Tobacco 3T7.6 36.2
Mamufactured goods 38.7 39.3
Chemiczals 10.4 11.1
Private Motor cars,

cycles 3.1 25
Other commodities 10.2 9.9

source: See Teble 3-17

Fixed Caplital Formatlon

Expendltures on gross domestic fixed capital formation
moved erratically from $242,6 million in 1959 to $325,6 million
in 1965, representing an average annual rate of growth of 5.1
percent, This was very much slower than in the first period
when the rate of increase was 16.9 percent. As a result, whereas
in 1951-59 the share of these expenditures in gross domestic
expenditures increased, the reverse obtalned in 1959-65. Expendi-
tures on fixed capital formastion constituted 21.4 percent of
gross domestic expenditures in 1951, increesed to 29,3 percent in
1959 then fell to 25.4 percent in 1965,

The most striking feature of the industry composition of

gross domestic fixed capltal formetion was the slow growth of
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investmentsl9 in the petroleum industry in 1959-65. These
investments increased at z rate of 2.1 percent per snmum in
1959-65 a:8 compared with a rate of 16.3 percent in 1951=59,

As a proportion of gross fixed capital formation petroleum
investments thus declined from 40 percent in the first period
to 36 percent in the second. Fixed capital formation in-the
public sectors grew at 8.6 percent per annum. This wzs much
gslower than in the earlier period when the rate was 21 percent
but was faster than the increase in respect of the petroleum
industry azs well as the economy as a whole. 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 wzs 44 percent in the first period and 43 percent
in the sefond. Of the private @omesils sectors, the rate of.growth
was fastest in respect of dwelling construction (12,8 percent)
and suger manufacturing (13.4 percent). The other sectors on:the
other hend lagged at 3.1 percent per annum. The sluggish growth
of investments in the latter sectors was most pronounced after

1962. Betwsen 1959 and 1962 the annmual rate of growth of fixed

19. Investments and gross fixed eapitzl formation are used
interchangeably in this section.



capital formation in these sectors was 7.6 percent with
manufacturing growing at 13.6 percent and agriculture declining
at20 percent; in the periocd 1962-65 there was an absolute decline
in fixed capital formation in these sectors from $89.8 million
in 1962 to £86.8 million in 1965. '

Whereas the rate of growth of fixed capital formation was
more than three times as fast 1n the first period gsin the
second, the marginal propensity to use imported capital goocds in
gross domestic fixed capltal formation was much higher 1in the
second period. Thls is indicated by an increase in the regression
coefficlent from 0.39 in 1951-59 to 0.59 in 1959-65. The marginel
propensity to use domestle capital goods correspondingly declined
from 0.61 in the first period +to 0.41 in the second. These trends
are the opposite of what one would expect in the early periods of
economic development.

An explanation probably lles in.the changing composition of
investments in the individual sectors over the two periods. Whereas
the lmport content of investments In petroleum tends to be
continuously hizh in relation to investments in the domestic
sectors, in all appearances investments in the domestic sectors
became much more capital intensive in the second veriod., In the
menuifacturing sector the establishment of the petrochemical
industry must have greatly’lincreased the demand for imported
machinery by this sector after 1959. The outstanding increase in
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investments in public utilities (26 percent per annum) must

have hed a similar effect on the'import content of public

sector '1nvestment529 Furthermore the construction sector
appeared to have mechanized considerably from the end of the
1950’3.21 The result of these factors would be to reduce the
marginal increase in expenditures on domestle goods and services.
Hovwever, expenditures on domestic capitzal goods and services

as a proportion of gfoss domesctic fixed capital formation did
increzse 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 ﬁay also wish to refer to Figure 17 and to Table 3-21
for more detail.

Table ‘X

Sources of Finznce for Investment

(Percent)
Source 1951-59 1959-65
Depreciation 33.5 39.0
Local Business Saving. 6.1 3.0
Household Saving 20.7 17.7
Public Saving 9.9 4,5
Net Foreign capital inflows 29.8 35.8

Source: See Table 3-21

20. General government fixed caplital formetion which tends
to have a lower import content than publlie utilities in
fact declined during the second period at 2.7 percent
per asnnum,

21, See Frank Rampersad, op.cit., pp. 142-160
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The most significant changes were the lncreased in the
ghare of depreclation and net foreign capltsl indlows and the
decline in the share of domestic savings. The flow of investible
funds has been influenced by several factors. Firstly, the
liberal terms of depreclation provisions and other incentives for
industry and the fast growth of the manufacturing sector during
the second period, tended to lncrease the share of depreciation
in the totz2l. Further the rapld expansion of the petroleum indus-
try in the 1950's was reflected in a high level of depreciation
allowances in the later period. Secondly, the level of savings in
the public sectors and to a lesser degree, the private domestic
sectors, declined as the level of lnvestment financed from current
incomes 1ncreased.22 Thirdly, customs duty rebates, heavy
depreciation allowances and other industrial incentives seriously
impeired government revenues. Customs dutles rebated to plioneer
industries totelled $31.0 million between 1959 and 1964 while
accelerated depreciation allowances of these ploneer industries

23
amounted to $101.2 million in the three years 1959-61.

22, With réspect of the public sector thls could be seen
from Table 3-15, while in the case of the private
domestlic sectors an indication is given by the relatively
faster growth of private consumption expenditures as

compared wlth expendlitures on imported merchandise
consumer goods. '

25. See Eric Armstrong, Import Substitution in Jamaica and
Trinidad and Tobago, I.S.E.R.,, Unliversity of the
West Indles, Jamaica. 1967. pp. 7-8.
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However, the share of depreciation provisions gbsorbed by
the petroleum industry fell from 77.3 percent in 1951-59 to
66.7 percent in 1959-65 while petroleum net investments as a
proportion of capital inflows declined from 48.2 percent in the
first period to 29 percent in the second. This chenge resulted
primerily from the growth of public sector Borrowing and the
expansion of the petrochemical industry and a lesser degree sugar
manufecturing boih of which are foreign-owned. The financing of

gross domestic investments by sectors is illustréted in Table XI.

Table XI
Finencing of Gross Domestic Investments by Sectors
Percent
1951-59 1959-65
Petroleum: Depreciation 64.3 Tl.4
Saving (i.e. retained 35.7 28.6
earnings)
Total 100 100
Public Sector: Depreciation 6.0 T.%
Saving (i.e. excess of
current revenue
over current
expenditure) 66.5 21.7
Internal borrowing 5.7 23,3
Net Foreign Borrowing 21.8 47.7
Total 100 100
Private Domestic Sectors:
Depreciation 14.9 26.1
Saving 13.4 7.7
Net Borrowing from
households 41.9 24,6
Net Foreign Borrowing 29.8 41,6
Total 100 100

Source: See Table 3-22
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In the petroleum industry the proportion of gross invest-
ments financed by depreciation allowances increased whlle there
was a corresponding decline in the share of retgined eernings
(savings). However the share of after tex petroleum profits
remitted sbroad was virtually the same in both periods. (29 per-
cent in 1951-59 and 28 percent in 1959-65. .See Table 3-3 and
3-5)., Public Sector savings fell drastically and was matched by
significant increaseg in the proportion of publlic expenditures
financed by both internal and external borrowing. In the financ-
ing of private domestic sector investment gross savinga (including
depreciation allowances) increased in importance although the
composition of these internally generated funds changed. Deprecia-
tion allowances grew in proportion while retasined ezrnings
correspondingly fell. The proportion of capltal expenditure
financed by local borrowing also declined while net foreign borrow-
ing increased markedly.

There were significant changes in the flow of domestic invest-
ible funds., In the first period there was a net outflow of domestic
savings through the banking system. During the second period how-
ever, this trend was reversed. Except for the yesr 1963 there was
repatriation 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 which in gbsolute terms was greater than
the outflow of $33.2 million during the early period.

Balance of Payments
The deficit on the current account continued throughout this

period. The negative balance on visible trade declined from
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$56.7 million in 1959 to $§37.6 million in 1964 but rose
aramatically to $106.4 million in 1965. The balance on services
was also negativé, fluctuating between $21.4 million in 1960
and 8§50,7 million in 1963. .

.The share of merchandise imporis as a propertion of total
imports of goods and services decreased during the period from
70 percent (1951-59) to 66 percent in 1959-65. Moreover there
wes a decline in the degree of correspondence between merchandise
imports end gross domestiec product, as well as a reduction in the
propensity to impert. The correlation coefficient referred to
fell from 0.99 in 1951-59 to 0.79 in 1959-65. This indicates that
whereas in the esrly period annuzl changes in merchandise imports
were almost completely related to changes in gress domestic outputy
souces of foreign exchange were less rigldly tled to changes in
domestic output during the second period. This reflects the
increzsing importance of capitel inflows in the financing of imports.
The relstive decline in foreign exchange ezrnings may be illustrated
with reference to the petroleum industry, the principal earner of
foreign exchange., The naticnal capacity to import of the industry
rose from 100 in 1951 to 207.6 in 1959 but fell to 179.9 in

1965.24

24, See 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 following equation where Y represents merchandise imports
and X grosgs domestic product.

Y = 140.64+ 0,21 X
The propensity to import thus fell from 0.33 in 1951-59 to 0.21
in 1959-65.

The composition of merchandise imports suggests that there
were édjustments beth in the distribution of imports between
consumer and capital gocds and in the commodity composition of
both these categories., Imported consumer goods 28 a proportion of
total merchandise imports fell from 70.1 percent in 1951 to 66
percent in 1959 and 62.3 percent in 1965. Whereas the share of
imports of food as =z proportion of total consumer goods imporis
declined sligchtly(from 37.6 percent in 1951-59 to 36.2 percent in
1959-65), there was 2 small increase in the share of imports of
consumer manufsctures (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 ilmports from 29.9 per-
cent in 1951 to 34 percent in 1959 and 37.7 vercent in 1965. This
was lergely due to an increase in lmportstion of machinery and
transportation equipment which rose from 64 percent of total im-
ports of cepital goods in 1951-59 to 70 percent in 1959-65.

The share of imported services in total import of goods 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 level off after 1961 with the stagne-
tion of petroleum profits in the period 1962-65. A relative
increase wzas also observed in respect of expenditures on
foreign travel This item rose from £80.1 million in 1951-59 to
8130.4 million in 1959-65 representing an increzse from 9.3
§ercent of total services in the esrlier period to 10.4 in the
second.

Moreover whereas expenditures on foreign travel were less
than local expenditures by foreign tourists (883.7 million) in
1951-59, during the period 1959-65, the situation was reversed,
creating a2 net deficit of 86.9 million in the foreign travel
account, |

The relztive increase in investment income 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 inessential commodities were effectively reduced
through fisczl policy,24the government volicy of encouragement
to foreign private capital ensured the continued rise in remitted

investment incomes. Moreover to the extent that these incomes are

24, In 1962 relstively severe duties were imposed on imports
of inessentisls and commodities capable of being produced
locally, while in 1963 purchase taxes were levied on a
wlde range of inessentlal goods imports. See Draft Second
Five Yeer Plan 1964-1968, Govermment of Trinidad and
Tobego, 1963. p. 106.
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not reinvested there is a total loss to the domestic economy

of funds generated loczlly. The growth of expenﬁitures on foreign
travel on the other hand resulted from rising and inequitably
distributed personal incomes as well as the increzse in public

expenditures assoclated with the stetus of natlionhood.

Sources of Forelgn Exchange

Net merchandise exports increased at a rate of 3.3 percent
per anmum 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 inerease was 10.5 percent. The mein factor contri-
buting to this sluggishness in growth was the decline in export
earnings of the petroleum industry. During the 1960's petroleum
earnings had been affected by the slowing down of domestic erude
o0ll production as well os the wezkening of world petroleum prices.
Thus whereas the net earnings of the industry increzsed at 10.5
percent per annum in 1951-59, by 1965 the dollar value of net
industry earnings hsd fallen below the level of 1959. Sugar
levelled off after a sizeazble lncrease in export earnings between
1959 and 1961, while exports of cocoa, coffee and citrus declined
absolutely from $13.2 million in 1959 to $8.0 million in 1965,

The only significant advance in expofts during this period
was in respect of manufactures, particularly petrochemiczls.

Exports of fertilizer and amonia grew from $1 million in 1959 to
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$22.4 million in 1965 while exports of other mamufactures rose
from $8.2 million to $11.5 million over the same period,

The inflow of private capital in 1959-65 was more variable
than during the first period. Here a peek appesred to have been
reached with an inflow of $109.2 million in 1959. Gross inflows
over the whole period smounted to $601.3 million and were exceeded
by the outflows of investment 1ncoﬁe. The ratlio of capital in-
flows to investment lncome outflows wasA.72 as compared with a
corresponding ratio of .93 in 1959-€5. This suggests that re-
investment of profits by foreign-owned firms declined. This was
certeinly the case in the petroleum industry where reinvested
profits as a proportion of investment income declined from 37 per-
cent in 1951-59 to some 30 percent in 1959-65.

There was & significant lncreazse in foreign borrowing by the
public sector resulting partly from the extensive programme of
investment and partly from the loss of potentlal revemue on
account of the pollicy of incentives 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 higher level of foreign borrowing was the principal
reason for the fast growth of interest pasyments from $2.8 million
in 1959 to $11.3 million in 1965, and of amortization payments
from $3.4 million to $8.5 million over the same period.
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Teble XIIcomperes sectoral foreign exchange earnings in:ike
two périods.- These exclude the remitted profits of foreign owned
firms and impofted inputs of the petroleum industry. In relstion

to the total, a significant increase was registered in’respect of

Table XIT

Foreign Eichan;e‘for Imports

(Percent)
1951-59 1959-65

Petroleum 41,7 38.8
Sugar and Rum 12.6 11.0
Transportation T3 8.5
Other Services 14.8 14,2
Net Inflows to foreign-

owned industries other

than petroleun 12.6 Te5
All other sources 11.0 20.0

Source: See Table 3-25

'other sources'. The relative rise in this item reflects the
érowth of expofts of vetrochemicals, the increase in public sector
borrowing and drewings from the reserve funds built up in the
earlier period. (See Figure 20). The corresponding though smaller
decline in net inflows to foreign-owned industries other than
petroleum suggests a lower rate of reinvestment of profits. In the
period 1951-59 net inflows into these industries totalled $253.8un.
the figure for 1959-65 was $258.0 million. As & proportion of gross
inflows to private indusiries other than petroleum, net inflows fell

from approximately 80 percent in 1951-59 to some 65 percent in
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1959-65. Foreign exchange earnings from the petroleum, sugar
end 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 rapldiexpansion of the earlier period the economy
gslowed down in the 1960's. This decline was largely a result of
the stagnstion of the pétroleum industry. However the rate of
growth of both the public sectors and the private domestic sectors
exceeded that of the petroleum industry as well as that of the
economy as a whole. Moreover, whereas in the early period the
growth of the public and private domestic sectors was almost
totally induced by the expansion of petroleum production, during
the second period the mein stimull came from the public sector
and the expansion of household construction.

The rate of growth of gross domestic expenditures declined
during the second period but nonetheless grew faster than gross
domestic output. Domestic consumption expenditures increased in
relztion to gross domestic expenditures. This increase resulted
primerily from the growth of public consumption expenditures.
Private consumrtion declined both in relztion to gross domestic
expenditures and personsl disposzble incomes. In this period there
was a shift 1n private consumption expenditures from.foodstuffs
to services and to durable and non-dursble consumer goods. The

merginel propensity to import consumer goods in relzsticn to total
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private consumption declined substantlially while there was &

small lncregse in the propensity to spend on foodstuffs out of
expenditures 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. However lnvestment in the publilc
gsectors, house bullding and manufécturing increased. The marginal
propensity to use imported capiltal goods 1in gross domestic fixed
capital formastion increased over the period., This increase was
méinly in fespect of mechinery and transbort eduipment. With
regard to the sources of funds, the proportion derived from
depreciztion and net capital inflows increased while domestlic saving
as a proportion of the total fell. Whereas in the first period
there was a net outflow of domestle savings through the commercial
banks, this conditlion was reversed during the second.

The deficit in the current account of the balance of payments
continued throughout the period. The rate of growth of net
merchandise imports exceeded the growth of net merchandise exports.
However, the marginal propensity to lmport out of gross domestic
output declined. Imports of services increzsed in relation to total
imports of goods and services. This was due to the relatlive rise of
investment income outflows. A small increase was als0o observed with
respect to foreign travel. Commodity exports grew sluggishly and
net exports of petroleum and treditional zgricultural exports
declined. Exports of mamufactures:increased but this increase was

largely confined to the new petrochemicals industry. Inflows of

private capital were not as steady as 1ln the
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first perlod. The rate of reinvestment of foreign capital
appeared to have fallen. Inflows of capital into the public sector
were substantial particulafly in comparison with the first period,
The economy in the 1960's can no longer be described as a
typlcal petroleum economy; the growth of domestic production was
no longer petroleum-led, The public sectors and household
construction had become the mslin generators of growth., The relative
decline in petroleum resulted partly from fortuitous ciréumstances
and partly from policy measures of the government. It may be
argued however that the decline in petroleum facilitated the growth
of the domestlic sectors by dramatizing the need to diversify. In
the section that follows we examine the impact of these developments

on the level of employment.
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Employment, Wage Rates and Productivity, 1955-1965

The most critical problem of the Trinidad economy since the
middle of the 1950's hes been the growing rate of labour unemploy-
ment. For this reéson we attempt an examinzation of changes in
employmént, wage rates and lgbour productivity 1ln the decade
1955-65, although this task is made extremely difficult by the
absence of employment datae for a number of years and by lack of

conslstency and comprehensiveness in published daﬁa.

Population and Labour Force Growth

The szctive labour force26

increased at an annual rate of
2.3 percent from 275,000 persons in 1955 to 348,000 persons in
1965. The number of persons employed27on the other hand increased
more sléwly 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 1is relzated to the raie

of growth of total populstion. In the case of Trinidad the

26. The zctive lzbour force includes all persons engaged in,
or-willing and 2ble to be engaged in the production of
economic works and services.

27. Includes all persons who worked or had a job during the
survey week or other reference period,
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population increszse has been remarkably high since the 1930's,
Between 1931 and 1946 the population grew at an annual rate
of 2.1 percent, a rate that was considered abnormal at the

time.28

Population growth accelerated during the 1950's and
early 1960's. In the decade 1955-65, the population increased
st en average snmual rate of 3 percemt from 720,800 to 973,900,
Within recent years however thé population growth has slowed
appreciably to an estimated 1.6 perecent per annum between
1965 and 1968.2°

The high rete of populagion growth prior to 1955 was
the result both of a rising birth rate and a declining 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 hand declined
from 18.5 in 1930 to 13.7 in 1946 end 10.4 in 1955. -° More-
over, in most of these years there was a net gain in population
through migration. In the period 1955-65 the death rate
continued its decline to 6.9 in 1965. The upward trend in the
birth rate however, was reversed - the rate falling 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 decline in population growth from 3.3 percent in 1954-55

28. See for example: West Indies Royal Commission
Report, H.M.S.0.; July 1945, pp. 10 - 12, 245.

29. See Draft Third Five-Yesr Plan,1969-1973,Government
of Trinidad and Tobago. 1968. p. 166.

30. 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 blrth rate and to a lesser degree
to the reversal in migreation.

The proportion of the population of working a5931
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 rgte reached 2z 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 females in the total lsbour
force increased from 23 percent in 1960 to 32 percent in 1965.
Moréover, the trend towards increased female participation
tends to be self-reinforcing; male unemployment is aggravated
as females zre substituted for males. As a result families
are forced to depend increasingly on female wage earners
resulting in azn even higher level of female participation.32

However, vhile 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 assoclated with significant increases in

the productivity of labour. This is illustrated in Teble 3-29,

31. The population of working age includes persons
15 years old and over, but less than 65.

32, For g fuller discussion on the population znd
lakour force trends, see Draft Third Five-Year

Plan, 1969-1973, Government of Trinided and Tobago
1968. pp. 165-177.
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In the three~year period 1955-57, the average output per

man wes $2,292; while the average for the period 1963-65

was $3,856.4. This represents an increase of 68 percent.
Moreéver the pattern appeared to hove been rather different

in the years 1955-60, and the periocd 1960-65. During the

former period (1955-60) value asded by 211 industries grew

by 12.7 percent per annum while total employment zdvanced by only
0.2 percent per annum. In the second period (1960-65) the rate
of growth of vlaue added was substantislly lower at 6.3 percent
but employment grew at 3.5 percent per annum which wes sign-

ificantly faster than in the first period.

The Period 1955-60

Employment wes virtually stationary between 1955 and
1960. Bezring in mind our earlier warning concerning the
reliability of the data, it appezrs that total employment
increased by only 1,900 between 1955 and 1960. During subse-
quent years (1960-65) employment increased by 48,600. The
contrast is striking and bears out an earlier observation
that the post-war economy of Trinided 41d undergo significant
structural changes 2s it passed from petroleum-led growth in
the fifties to a rattern of development strategy in which the
public sectors played a very much more active role.

The smzll increase in total employment of 1,900 over the
five-year period(1955-60) w=s the result of simultaneous employ-
ment, destructlion in some sectors znd employment éreation in

others. Petroleum shed 4,600 workers; sgriculture (including
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sugar cultivation) 21,000 and sugsr manufacturing shed another
1,800. 1In compenéation employment in construction increzsed

by 11,100, public sectors by 9,900, manufacturing other than
sugar by 1,500, commerce by 1,100 and all other services by
6,600, This large scale reallocation of lsbour during the years
1955-60 is reflected in the changing industry composition of
value added. In spite of its low and declining level of employ-
ment, the petroleum industiry contikibuted more to total vaiue
added than any other sector., Value added grew by 13.7 percent per
anmum 2nd the share of the sector in total gross domestic product
increased from 29.2 percent in 1955 to 30.4 percent in 1960.

The contrlibution of the sector to total employment however
declined from 7.9 percent in 1955 to 6 percent in 1960.

Although the private domestic sectors experienced a very
high growth rate (12.4 percent per annum) there was an absolute
decline of employment of 8,000; their share in total gross domes-
tic product declined slightly from 57.5 percent in 1955 to 56.8
percent in 1960 and their shesre in totzl employment fell fraection-
21lly 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 employment and sectoral contribution to output. Agricult-
ural employment decreased at 7.1 percent per ennum rpesulting "in
the digplacement 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, while output grew by 5.3 percent per annum,

The contribution 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 reglstersd the fastest
increzse in employment. Here the annual rate of inerease 1n
employment was 9.4 perceht 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 creation in comstructlion activity.
Employment by the public sectors increased by 5.4 percent per
ennum and the contribution of public sector employment to total
employment 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 employment increased by 48,600 in spite
cf continuing retrenchment in the petroleum sector (700) and
in sugar menufacturing (1,900) and a very large decline in the
number of persons employed in the private services sectors other
than commerce (11,200). 20,700 jobs or 42.5 percent of the total
increase in employment were provided by the public sectors; the
declining trend in agriculturszsl employment was, if data are
reliable, arrested and reversed., Thus agricultural employment
increased by 13,700 between 1960 and 1965. Manufacturing provided
10,100 new jobs; the commercial sectors 16,800; and construction

the remalning 1,100.
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Value added in petroleum stagnated while the level of
employment in the industry continued to decline. In 1965 the
industry contributed 24.2 percent to gross output and 4.8 percent
of total employment compzred with 30.4 percent and 6 percent in
1960, The private domestic sectors showed an appreciable rise
both in output (7.6 percent per annmum) and in employment (2.8
paEent per annuﬁ). While 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 T4.2 percent -over the same period.

Agriculture appears to have absorbed a significant number of
persons despite an agbsolute decline 1n value added. Agriculturel
employment grew at a rate of 4.7 percent per annum, probably due
to the growth of peasant egriculture towards the end of the period.
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 -ih .z 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 1s relatively high, particularly amongst females.

The public sectors again provided the most significant
increéses in employment, The annual rate of growth 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 perceht 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 changling composition of dcmestic output was thus a
major'factor in shaping the demand for lazbour in the econonmy.
During the first period (1955-60) the petroleum industry increased
its dominance of domestic production but employment by'this
sector was both small and declining. Agriculture, the country's
second largest industry in terms of gross domestic product lagged
in production while employment declined zbsolutely. The limited
growth in agricultural output was associated with growth in the
cultivation of the traditionzl crops. Here there was -considerable
rationalizaticn and mechanization, The more labour-intensive
domestic agriculture was stagnating. The construction sector, zs
well 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 zlthough not as rapidly as in the
first periocd. The domestic sectors 1n which employment grew the

fastest were maﬁufacturing other than sugsr, agriculture and the
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public seetors, However whereas growth of employment in the
menufacturing and'public sectors was assoclzted with rapidly
increasing output, there was a decline in value added by the
agricultural industry. A possible explanation lies in the
increaese in domestic agriculture in the second period as..compared
with the first when the expansion was primerily in traditional
agriculture,

Labour Productivity, 1955-57 and 1963-65

The trends in output and employment are reflected in changes
in ouﬁput per men in the mgjor sectorsas-between the perilod
1955-57 and the perlod 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 petroleum,
the average rising from $10,725.7 in 1955-57 to $2C,704.2 in
1963-65. Labour productivity in the private domestic sectors veas
significanfly lower : $1,585.9 in 1955-57 and $£3,080.7 in 1963-
65. Productivity was highest for menufacturing and services,
and lowest in construction ($727.5 in 1955-57 and $1,916 in 1963
-65). In the public sectors, lzbour productivity was 81,992.1 in
1955-57 and $2,704.3 in 1963-65,less than the productivity of the
private domeétic sectors oXf the overall average. The fastest
increase however, was in the menufeecturing, (108 percent)
construction (103 percent) and service (113 percent) sectors. 1In

these sectors lebour prcductivity more than doubled over the
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eight-year period. As 1g 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.

Increzses in labour productivity were zssgociated with substaen-
ti2l increases in capital investments. This is indiceted 1in
Teble 3-29 which gives crude estimates of the cepitel-labour and
capital-output relationships 3B For 211 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 aé compered with the 68 percent increase in the averasge value
of output per unit of employment. Capitzl investments per unit of
employment in petroleum were noct 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 well below the average for all industries., How-
ever, whereas the figure for manufacturing was relatively high
($517.7 in 1955-57) capital investments per men in sgriculture
were extremely low (§93.4 in 1955-57).

33. To derlive these estimates average annual gross invest-

ment 1s divided by totzal employment in the one csse
and total output in the other.
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The vzlue of investments per unit of employment in the
publié sectors was higher than the average for the economy. 1In
1955-57 the figure was $584.2 and in 1963-65 $1,112.7. This
represented an increase'of 93 percent comparea with an increase
of 49 percent in labour productivity. (See Table 3-29)

In the final messure we compare the ratios of gross annual
investment to industry output. For all industries the ratio was
0.23 in 1955-57 and 0.26 in 1963-65. The ratios were highest for
the public sectors (0.29 in 1955-57 and 0.41 in 1963-65) reflect-
ing the heavy invesﬁments in infrastructure. The investment out-
put ratio for petroleum was also high, 0.28 in the first 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). Within the privste domestic sectors there was again a
wide raﬁge in the performences of the individual indusitries. Thus
whereas the investment-output ratio was 0.45 in sugar manufacturing
in 1955-57, the ratio for zgriculture in the corresponding period
was only 0.07.

Wage Rates and Labour Productivity

It is clear therefore that the increases in lagbour product-
ivity'were associested with the volume of capital inputs. In
all eppearances capitsl was being substituted for lgbour in
production,

We now turn to an examination of the relzationship 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

2 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 slower 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 lzbour productivity declined appreclebly to 2.7
percent per annum, wherecas money wage rates increased at an annuzl
rate of 12.4 percent and rezl wage rates at 10 percent. Over the
peridd as a whole the average annual rise in labour productivity
was 7.5 vercent which was less than the annual rise in money wage
rates (8.2 percent) but exceeded the rise in resl wage rates

(5.8 percent). (There are mo estimstes for the increase of product-
1vity in real terms).

The tremds in labour productivity and wage rates suggest thst
the substitution of capital for labour in the period 1955-60 was
not due to increases in wage 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 productivity and wage rates was reduced with 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 lsbour. The decline

in employment in services other than commerce might be related to
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such substitution.

The impact of rising money wages varied from sector to
sector. In the petroleum industry, although the ipcrease in
money.wagé rates was very high (160 percent between 1955 and
196%) the rise in lzbour producﬁivity was even higher (179 per-
centj. In menufecturing the aversge increase in lazbour product-
ivity was 147 vercent; whereas money wage rates rose by only 127
percent in the food, drink =nd tobacco industiies; 79 percent in
the garment industry and 124 percent in other manufacturing
industries. In the public sectors however lzbour productivity
rose by only 49 vercent while the increase in money wage rates
was 136 percent.

The trend in money wage rates is further illustrated in
Figuré 23. Here the tendency for wages to rise sharply after
1959-60 is clearly seen. Moreover the influence of the petroleum
wage structure cn the other seétors can be detected. The influ-
ence is most noticeable in the case of govermnment services and
construction, two key sectors in fhe domestic economy. The
effect appears to be lzgged. Increases in petroleum wage rates
ere followed by increases in the public sectors and later by
increases in the construction indusiry.

The rise in money wage rates cannct therefore account for
the sluggish growth of employment over the decede. Indeed employ-
ment grew faster in the period 1960-65 when wage 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
certalnly seemed to be the case in 1955-59. 1In this period the
price of imported capital goods fell by sonme 9 percent, while
revisions in 1955 to the Aid to Pioneer Industries Ordinance znd
the Income Tex (In Aid of Industry) Ordinance of 1950 made it
extrémely attractive to imﬁort capital through rebates on customs
duties, and liberal capital depreciation zllowances. The effect
is most clearly seen in respect of the new manufacturing industries.
Here the value of investments per man was $l4 817.5 in 1951-59
and rose to §47,845.3 in 1960-66.74

Another important feature of the wage structure was the low
level of wages in memufacturing relative to the petroleum construct-
lon a2nd public sectors, The low waze level 1n the wearing
apparel industries is significant and must have facilitzted the
growth of that sector over the period. However the particular
wage structure would be influenced by the high participstion rates
of females in the industry.

34, See Eric Armstrong op.cit, p. 9.



- 150 -
Conclusion

We mey conclude that there were two major influences on the
level of unemployment during the decade. The first was the fast
growth of populstion 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 distinet tendency for the labour force to
rise in relstion to the population of working age after 1960,
This was primarily due to the rise in female participation.

The fast growth of the active labour force was only partly
respohsible for the rising raste of unemployment., Over the period
domestlec output grew more than five times as fast as lgbour
employment. The increase in lsgbour productivity was associated
with 2 higher.ratio of capital per unit of employment and output.
Cepital was being widely substituted for labour in production,
Whereas this change 1ln 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 lsbour productivity
and money wages was lncreasing. Moreover real wages remalned
virtually constant during the first period.

It eppears therefore that the substitution of capital for
lzbour wasto a large extent due to the relative decline in the
price of capital goods and the utilization of technology less

sulted to domestic factor proportions,
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CONCLUSION

The main thesis of this study has been that the economy
of Trinidad and Tobago was the typical petroleum economy only
during the 1950's. During this period growth was generated
almost totzally By the petroleum industry. There was a high
degree of correspondence between the growthiof petroleum out-
put and the growth of ocutput both in the private domestic
gsectors and the public sectors. Construction and service
activity expanded very rapidly during this period., The former
is directly attributable to investment expenditures by the
petroleum industry; the latter to the rise in personal incomes
resulting from 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 capltal
expenditures of the publlc sector. For these same reasons we
found a2 close correlation between petroleum net export earnings
and both government revenues and expenditures,

There was no shortsge of foreign exchange in this period.
The net foreign exchange earnings of the petroleum industry were
rising rapidly as output was belng expanded in response to
inflated world prices. Indeed the foreign reserve funds of the
economy were built up during this period.
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However, the rapid rise in national income and the eszsy
availébility of forelgn exchange produced economic growth but
no development. The marginzl propensity to save out of personal
incomes was extreﬁely low while expenditures on lmported consumer
goods were high in relation to total personzl expenditures,

This served to frustrcte the development of domestic consumer
goods industries. A substantial amount of domestic savings thus
flowed abroad through the bamking system. This was facilitated
by the policies of the foreign-owned commercial banks which were
largely oriented towards investments in real estate and commerce
and loans for expenditures on consumer goods, chiefly inessential
goods of a high import content.

Meanwhlile there was a heavy inflow of private capital for
direct lnvestment in the petroleum and sugasr 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 recetved
incentive benefits such as customs duty rebates and very liberal
terms for the depreclation of caplital, a transfer of domestic
sevings 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 5foss private capital inflows by some 13 percent.

The sluggish growth of employment during the second half of

the 1950's was a direct consequence of the pattern of growth
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during the period. 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
significent increase in employment were construction and the
public sectors, both of which received their growth impetus from
the petroleum industry. With regard to agriculture, traditional
export crops remegined the dominant form of economic activity,
although the level of production was depressed by inefficlent
farming practices, plant diseases and stiff competition from new
producing areas. The plantations adjusted by introducing..
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 for 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 $o0 these
arezs thus produced a growing pool of urban unemployed.

There was no vigourous respongse by the manmufzcturing 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 stimulated 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 intc a eritical
socizl 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
petroleum boom, trsnsformstion became a political imperative
when growth levelled off and the industry stagnated. The decline
in petroleum output during the 1960's initiated a slowing down of
the growth of domestic output., However the domestic sectors of
the economy, the public sectors in particulzsr, assumed a more
propulsive role. The degree of correlation between petroleum
value added on the one hand and the value added by the public and
vrivate domestic sectorgs on the other declined, Morecver petroleum
export esrnings ceased to show any significant correlation with
elther government revenues or expenditures.

The decline in the net foreign exchange earnings of the
vetroleumr industry meant that new sources of funds had to be found
for the finencing of imports. The public sectors borrowed heavily
during this perlod while huge drawings were made from accumulated
foreign exchange reserve funds. More importantly, the outflow of
funds through the benking system wzs reversed. The extensive
external borrowing perticulzrly 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 slso effected in the use of foreign exchange.
The marginal propensity to import goods out of gross domestic
6utput declined epprecigbly, Moreover there was a shift in
incrementzl expenditures on imports from consumer goods to capltal
goods. However, imports of services as a proportion of total
imports of goods and services increased. This was a direct
consequence of the inflow of privete investment capitzl under
conditions which facilitate the outflow of investment income,

Employment rose a2t a much fagter raste during thls period.
This/ZEZio;gent was associzted with the relzatively faoster growth
of the domestic sectors of the economy. Neerly one-half of the
increase in employment during the 1960's was generated by the
public sectors. This was promoted by fhe government programme of
development 28 well as by specific public works projects designed
to improve the employment situstion. However, the growth of
employment was adversely affected by the substitution of capital
for lzbour in production., This tendency was encourzsged by rising
wages on the one hand, and zn industrial poliecy that cheapened the
relative cost of capitel goods on the other, The rise in money
wege rrtes was fastest in the petroleum industry, and tended to
gspread first to the public and then to other sectors. The reduc-
tion in the cost of capital goods is attributable to programmes
of incentives to industry which provided for customs duty rebates,

attractive devrecistion allowances and other inducements.
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The most amazing performance however came from the agricultural
sector. Here employment increased substantiaslly despite an
absolute decline in the value added. This expansion in employ-
ment was probebly associated with the growth of domestic
agriculture which sppeared to have been stimulated by marketing
incentives in the form of guaranteed prices.

While it is clear that the economy had undergone considerable
structural transformzstion during the 1960's, there still existed
some of the characteristicg of the typicai petroleum economy znd
the plzntation economy in general. For one thing there still
remained wide disparities in the avefage income of paid employees
in different industrial and occupational groups. The median
monthly income of pald employees for all industries in 1965 was ¢
$133., Earning more than this average were employees in petro-
leunm (8254), transportation and communication ($172), construct-
ion ($i48) and commerce ($139.5). The average incomes of paid
emplojees'in services ($130.5), manufacturing ($108.5) and
agriculture ($66.5) on the other hand were below the median for
all industries. (See Table 3-32a). Workers employed in the
petroleum industry were earning sbout four times as much as.thocse
engaged in agriculture.

The income lnequallities can also be observed by comparing
the average monthly earnings of pald 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 paild employees in all
industries earned less than $100; while a further 38.7 per-
cent earned between $100 and $199. The proportion of the

totzal earning more than $300 per month was 9.6 percent. Wage
end eernings differences between sectors zre highlighted by
comparing the average incomes of workers in petroleum znd in
sgriculture. In tre petroleum sector only 4.2 percent of paid
employees ezrned less than $100; 14.7 percent between $100 =nd
$199; 57.3 percent between $200 and $299; while 23.8 pércent
ezrned $300 ond more, In agriculture, by comparison , T4.6
percent of peid employees earned less than $100; 21.9 percent
between $100 and $199; 1.9 percent between %200 and $299; and
only 3.5 percent more than $200. Other industries with a heavy
concentrztion of employees in low-income jobs were menufacturing ,
commerce and other services. In all these industries more than
one-third of paid employees earned less than $100 and more than
two-thirds less tzan $200. (See Tsble 3-32b).

The income dispzrities between males end femzles were alsoc
substantizl. The median monthly income of pzid femalé employees
in all industries was $83.5 or slightly more than hzlf (57 percent)
of the aversge for all males. The difference was sharpest in
respect of services where the avereée fof feiales was $77.5 as

compared with $168 in the case of males.>d

35. See Continuous Sample Survey of Populztion - No.6,
C.S.0., Government of Trinidad and Tobago, October
1966. p. 8.
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A similar range is encountered when we examine the income
structure by ocdcupationel group. (See Table 3-33). Here the
gignificance of ‘'white collar! employmént is cleérly.seen.
Professional and‘technical emﬁloyees earned the highest median
monthly income of $240; the group consisting of administrative,
executive, managerial and clerlical workers was next with an
average of $189. The lowest median monthly incomes were paid
to service ﬁorkers($80) and sgriculturzl workers ($64). The
only other group to be below the average for all industries
consigted of commerecial, financial and insurance workers whose
monthly average was $128.

We may further 6ompare the income distribution amongst
workers in the highest paid group (i.e. professional and techni-
cal workers) with that of the lowest paid (i.e. sgricultural
workers). 6.5 percent of the former group received incomes of
less than $100; 43,2 percent less than $200; while 40.0 percent
earned $306 and more. In agriculture,by contrast 77.6 percent
of the fotal received less than $100; 97.4 percent received less
than $200 while only 1.2 percent received $300 and more.

The lnequitable distribution of income would tend to retard
the process of transformgtion for several reasons. Firstly,
ability to save out of income would be limlted to a relatively
small proportion of the income earners., Moreover it is precisely
this group that is likely to spend heavily on luxury ltems
(largely imported) and on foreign travel. Secondly, the higher
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incomes of the workers in the urben =nd oilfield aress attract

the low-paild workers from the rurzl agricultural =reas. The

problem of dlsgulsed =8 well as open unemployment is magnified

in the urban areazs reciuiring an increase in the social expenditures
of the public sector., Moreover the rural-urban drift is not necess-
erlly followed by an increzse 1ln agricultural productivity.

Thirdly, the peculiar structure of incomes reinforces zan educ-
ational system geared to 'white collar' employment rather than

the more urgent 'skilled' employment. -

A second feature of the petroleum economy that persists 1is
the lack of diversity in exports. Merchandise exports are still
dominated by petroleum (64.5 percent in 1965) and to a lesser
extent sugar and rum (1l.9 percent in 1965).' The only signifi-
cant new export industry to emerge has been petrochemicals.
Exports of two products, manufactured fertllizer znd amoniag,
rose to 6.2 percent of net merchandise exports in 1965. The
manufacturing industry failed to develop zs a significant foreign
exchange earner., Rather, the industry survives under the umbrellas
of heavy tariff protection.

Significantly only in respect of petrochemlcals was any
real linkage effected with the rest of the economy. This linkage
between petrochemicals and petroleum remains to be fully explored
however, 3B 0f the other manufactures the garment industry, which
has grown in importance within the lzst decade, operastes on the
basls of imported lnputs., Manufactures of foodstuffs consist
primerily of the

36, See Draft Third Five-Year Plzn 1969-73, Government
of Trinidad and Tobego 1968. pp.225-228, 317-320.




- 160 -

processing of traditional export crops., The processing of out-
put from domestic agriculture remains virﬁually non-existent.

Although the propensity to import out of grosg domestic
product has declined considersbly there has been a corresponding
rise in imports of services, in pasrticular lnvestment income,iEn
1965 merchandise imports (net of crude oil) were 35.9 percent of
grogss domestic product while imports of services accounted for
another 14,7 percent. A further reduction in the import pro-
pensity will require a greater mobllization of domestic savings
for investment by nationals; a more dynamlc entrepreneurlal
clzss; research geared towards utillzing local meterials in
domestic industry; a more dlversified agriculture; and less-
alien tastepatterns.

Finally, there remzins the problem of creating approximate
institutions for chanelling domestlc savings into productilve
investments by medium and long-term credits, The establishment
of the Central Bank in 1964 hes facilitated the repatriation of
domestic capitai and the development of the market for treasury
billls, while the Agricultural Development Bank has recently been
trying to channel a heavier flow of funds into the agricultursal
sector. However the establishment of a capltal market 1s 4diffi-
cult in an economy in which large multi-natlonal corporations
predominate. The petroleum industry for instance only retains
that proportion of its earnings committed to wages and other
current local costs. Similarly the ability of a Central Bank
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to control. the: operations of foreign-owned commercisl banks
is constrained by the ready access of these banks to the funds
of their parent concerns.

The Trinldad economy ln the period 1951-65 thus provides
an inéigh£ 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. 1In this period the rate of growth
accelerated with significant increases in the output of both the

petroleum and domestic sectors. Moreover the industrial
Stabilization Act (1965) aimed at controlling the rise in wage
rates was now showing its effect. Finally a step towards regional
economic integration was initiated with the Caribbean Free Trade
Associztion in 1968.

Although important preliminary steps towards transformation
have been taken since 1960, some of the basic featuresg of
plantation economy remain. Thelr eradlcation would appear to
recuire a level of mobilizatlon of national entrepreneurship which
mey prove to be inconsistent with the bureaucratic structures of
decision-making 1inherited from the colonial past and reinforced
by the continued domination of the private sectors by external
metropolitan enterprise. O0f the three objectives of the Third
Development Plan, the "localizatlion of economic 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.



APPENDIX I

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 three major periods. The first
wag 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 o0il era' was the second major period and heralded
the linkaée between oil and transportation., The discovery of
large new fields in East Texas in 1901 and the search for new
outlets for the heavier oils from this source led to the intro-
duction of petroleum as a suppllier of energy for railroads, ships
and industries. The largest single consumer of fuel oil at this
time was the British Navy.

The 'fuel oll era' was superseded by the ‘'gasoline era’
around 1911, In the early years of the industry's development
gasoline was considered a nulsance because of its highly inflam-
meble nature., However, 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 forty years the growth of the market for
petroleum products has outstripped that of any other source of
commercial energy. Compared with solld fuel, its major competi-
tor, petroleum has a higher thermasl 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 efficlently. The relative cheapness of
0il since 1958 and the declining cost of i1ts 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,

Table I-I

World Production of Commercial Sources of Energy.
(Million Metrie Tons Coal Equivalent and Percent)

Total Coal and Crude Natural Hydro

?;gfuggig? Lignite Petr;leum G%s Elect;icity
1913 - 90 6 2
1929 1,412 79 16 4 1
1937 1,404 T4 20 5 1
1949 1,476 62 26 10 2
1954 1,670 55 31 12 2
1965 2,260 42 39 17 2

Sources: 1913-1954, C. Issawl and M. Yeganeh, The Economics
of Middle Eastern 0il, Faber and Feber, London 1962.
P. 5. Figures for 1965, J. E. Hartshorn, 0il Com-
panles and Governments, Faber and Faber, London,
1967, p. 3890
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Integration in the Petroleum Industry

The origin of combinations in the petroleum industry could
be traced to the kerogene era and John D. Rockefeller's Standard
01l Trust. Rockefeller was originally little interested in the
production of crude petroleum, and ¢onfined his activities to the
organization of the market for petroleum products. His initial
fortune was bullt up from the marketing of kerosene and lubricants
which were at the time the main refined products.

Rockefeller's next move was to organize the transportation
activities of the U.S. industry., On this O'Connor writes:

"Competitors were bought out or ruined, legislators
and public officials were also bought out (and meny
ruined), laws were flouted with impunity or with
stealthy indirection.... He allied himself with the
rallroads and then forced them to give him not only
rebates on his own product, but rebates on the oll
his competitors shipped. After others ploneered
plpelines to escape his exactions, he bought them up
to secure complete control of all oil that flowed
from Western Pennsylvania to Tidewater."'

By controlling the transportation of crude oll 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 0il 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 outlets for their suppiies. Indeed, in order to
explolt the East Texas fields, Guffey Petroleum (later reorganiz-
ed into Gulf 0il) was forced to promote the fuel oil market and

1. Harvey O'Connor, The Empire of 0il, Monthly Review Press,
N.Y., 1962’ p. 10.
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in the process became the first fully integrated petroleum co-
mpany. It was the growth of independent fully integrated companles
as much as the anti-Trust judgment of 1911 that broke the Standard
011 monopoly in the United States.2

There were other factors contributing to integration in the
petroleum industry. Although the marginal cost of producing oil
when found is low, the risk involved in exploration and discovery
tends to be high and heavy capital outlays are required even be-
fore 0ll has been located. Large integrated companies have there-
fore been better placed to finance the cost of exploration and
production and to obtaln the substantial economies deriving from
larger scale., Moreover, ilntegrated companies are able to minimize
the risk involved in exploration and discovery by spreading these
costs over the full range of operations.

Whereas the developed countries have been the major consumers
of petroleum, most of the world's proven reserves are located in
the less developed areas, It is not surprising therefore that the
development of the resources of these regions has been undertaken
by large integrated metropolitan companies. Seven such companies
dominate the world industry. These are Standard 0il of New Jersey,
Gulf 0il Corporation, Socony Mobil 0il Company, Standard 0il of
California and the Texas Oil 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 Francalse des Petroles, while not belng of
compareble size with the other seven, is also in control of -
large resources particularly in the Middle East and has concurred

2. The Standard 0il Trust was dissolved into 33 separate
corporations by court order in_1911.
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with the major seven to dictate the terms under which the
international industry has functioned.
These companies operating in most cases with the support
of their respective governments3 control the full range of
processes, from the exploration of reserves to the marketing of
the finished product. The eight companies in 1956 together con-
trolled 997 of crude oil production, 90% of refining, and 90% of
marketing in countries outside of the United States and the Soviet
Bloec. Moreover, vhile they owned only 34% of the world's 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:
"...these major olil companies, through the high degree
of concentration of control, through direet ownershlp,
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 activitles
designed to stabilize markets and comtrol production,"d
O'Connor has similarly commented, "so closely are the Blg
Seven and their msjor subsidiaries bound together in interchange
of production and marketing that both their financial interests
and their crude become inextricably intermingled."6

3. The French company C.F.P. 2nd B.P. are in fact partly
owned and controlled by thelr governments.

4, J. E. Bartshorn, 0il Companies and Governments, Feber
and Feber, London 1967, D. 107.

5. Federal Trade Commission, International Petroleum Cartel,
U.S. Congress, Washington 1952, p. 549.

6. Harvey O'Connor, World Crisis in 0il, Monthly Review
Preas, New York, 1962, p. 5.
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Towards the end ¢f the 1950's however a serles of events
operated to erode the strength of this cartel in the world pet-
rcleum industry. First, Russlian and Rumanian producers took
advantage of the high prices prevalling at the time of the Middle
East Crisis and entered the markets of the 'free world'. Second,
a large number of independent compenies from the United States,
France, Italy and Japan were successful in breaking into the
international industry by securing control of vast reserves in
new produclng regions. Third, natlonal compznies privately or
state~-cwned have organized thelr own enterprises to undertske
domestic production eilther as monopolies or in combination with
forelgn companies, As a result of these developments the share
of world supply and reserves controlled by the cartel was reduced
and they were less able to manipulate the productioh and marketing
of the industry's output. Table 1~2 indicates the regional dis-
tribution of reserves and production by these companies in 1963.



JABLE 1 - 2

CRUDE OIL RESERVES AND PRODUCTION, MAJOR INTERNATIONAL COMPANIES, 1963

(Percent)

CRUDE OIL RESERVES
World Incl. Total Excl.
U.S.A. Middle U.S.A. & U.S.A. &
Canada Venezuela East Africa Canada Canada &
Gulf 01l Corporation 5.2 4.1 16.7 2,3 12.4 13.8
Socony Mobil 3.5 2.1 5.9 4.7 5.0 5.2
Standard 0il of California 5.2 2.1 10.0 - 8.5 9.1
Standard 01l of New JerseylO.4 52.1 11.6 13.9 13.5 13.9
Texaco 7.0 2.1 10.0 - 8.9 9.2
British Petroleum - - 28.2 9.3 19.8 23.0
Royal Dutch/Shell 3.5 22.9 5.9 9.3 7.2 7.8
Campagne Francaise des
Petroles - - 5.6 9.3 4.3 5.0
Eight Major Companies 34.8 83.4 93.9 48.8 79.6 87.0
Other Companies 65.2 16.6 6.1 51.2 20.4 13.0
Total all Companies 100.0 100.0 100.0 100.0 100.0 100.0

a, Excluding U.S.S.R., Eastern Europe, China

Source: J.E, Hartshorn, 0il Companies and Governments, Faber and Faber, London, 1967. p. 391.
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CRUDE OIL PRODUC-
IIO0N

Western Eastern Wor1d®

Hemisphere Hemisphere Total
4.3 13.2 7.8
3.3 5.6 4.2
3.6 8.0 5.3
16.9 12.8 15.3
7.3 8.1 7.6
0.3 23.7 9.5
10.8 8.6 9.9
- 6.9 2.8
46.5 86.9 62.4
53.5 13.1 37.6
100.0 100.0 100.0



APPENDIX 2

The Petroleum Indugtry of Trinidad and Tobago

growth of Production

In relation to the world industry, the petroleum industry of

Trinidad and Tobago is marginal in size.

Table 2-1 shows that the

domestic industry contributes less than 1% of the world's pro-

duction and reserves of crude o0il and natural gas and just over

14 of total refinery throughput.

Table 2-1

World Petroleum - Selected Data

Trinidad Venezuela United

Crude 01l geservesa - ¢
bbl., 12

Crude 011 oduction—
bbl/day 178

Refinery Cgpacit -

bb

day 406

Refinery Tgrgg%?aut 381
ey

Netural Gai Reserves?
sef/day 200

Natural Gag Production
scf/day 384

a. These data are for 1968.

15,500
3,542
1,248
1,166
3,200

2,506

States
31,442
10,220
12,067

9,805
29,295

49, 464

Middle World
East Total

266,955 453,526
10,034 36,852
2,209 44,900
1,660 29,555
22,485 132,826

375 80,803

All other date relate to 1967.

Source: International Petroleum Encyclopedia 1969, The

Petroleum Publishing Company, Oklahome, 1969.

).

\nnual Review of Petroleum Development in 1967, C.S.O.

G

rovernment of Trinidad and Tobego,

1968.
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Early Developments

The domestic petroleum industry became a commercial under-
taking in 1909 with the development of fields near Aripero in
the South-Western area of the 1sland., However, drilling activit-
ies had been undertaken as early as 1857 at La Brea, two years
before the Pennsylvania discoveries 1n the United States. On this
occagsion the shortage of capital and the inadequaecy of the equip-
ment used brought an early end to explorastion works., For similar
reasons drilling operetiong at Aripero had to be abondoned nine
years later despite the discovery of oll deposits in the ares,

For the first two decades of commercial production there was
considersgble consolidation and expansion in the industry. In this
period crude oil production increased from 47 thousand barrels in
1909 to 9,000 thousand barrels in 1930, Growth was even more
repid during the 1930's and by 1939 production reached 19 million
barrels, more than twice the total for 1930, World War II brought
ean end to this expansion however. Shortages of capital were ex-
perienced and drilling activitles 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 oll for processing. In
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1940 less than 1% of refinery throughput consisted of forelgn
crudes but by 1950 the proportion increased to approximately
28% of totel throughput.

There were also major changes in the composition of product
output during this period. In the earlier years of refining the
emphasis was on fuel oll, the main consumer being the British
Nevy. In the 1920's and 1930's however the composition of output
shifted to motor gasoline and reflected the demand of the major
consuming areas during the gasoline era of the international in-
dustry. During World War II the emphasls was changed once more,
this time to aviation gasoline for the Allied air forece. In sub-
sequent years the product range of the refineries was further
expanded although heavy fuel oils comprised the major proportion
of product output.

Structure and Production 1951 - 65

The domestic petroleum industry hes from its ineception been
completely foreign owned. The nine companies at present engaged
in the production of oil are gll affiliates of large international
corporations with head offices in the North Atlantic. The industry
has however been dominated by four companies, Texaco (T'dad) Ltd.,
Shell (T'ded) Ltd., British Petroleum (T'dad) Ltd., and Trinidad
Northern Areas Ltd.® Together these companies controlled 98.3%
of domestic crude oil production and 91.0% of natural gas produc-
tion in 1967 and 99.5% of the proven crude oil reserves in the

1. These companies will hereafter be referred to respective-

ly s TeT.I., SeTel., BeP. and T,N.A., The last mentioned

company is jJointly owned by the other three on an equal
share basis,
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territory in 1963. Similarly, the two local refineries are
owned by 7,T.I. and S.T.L. while the domestic product market is
distributed emongst T.T.I. (37.8%), SeT.L. (28.0%), B.P. (9.4%)
and Esso, the Standard of Jersey affiliate, (24.8%).2

The effect of this ownership pattern is that decisions in
respect of the technology used in production, the quantity pro-
duced, and the marketing of the output are all taken by foreign -
entrepreneurs. Moreover, by their control over how much is pro-
duced and the price at which the output is lifted the companles
in effect dictate the revenues recelved by the nationgl govern-
ment from the industry. A more serious implication however is
that developments in the domestic industry are likely to be
determined less by the interests of the country's nationals than
by the profitability of local affiliates in relation to the
diverse international interests of the parent company.3

It 1s in recognition of this aspect of the industry's struc-
ture that the local government in its Third Five Year Plan has
outlined specific proposals "to ensure that the petroleum industry

2, Source: Annual Review of Petroleum Development in Trini-

dad and Tobago, 1967, C.S5.0. 1968.3 Report of the Com-

migsion of Enquiry into the Marketing of Petroleum Pro-
ducts in Trinidad and Tobago, Government Printery, 1965.

3. For discussions on the relationship between the large
international companies and small countries see: EJith
Penroge, "Profit Sharing between Producing Countries and
0il Companies in the Middle East,”" Economic Journal,
June 1959, pp. 238-254; also by the same author, "Middle
East 0il: The International Distribution of Profits and
Income Taxes," Economice May 1960, pp. 203-213., Dudley
Seers, '"Big Companies and Small Countries: A Practical
Proposal", KyBips, 1963, pp. 599-607.
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of the country can expand and develop economically in harmony

with the national 1n.terests".4

These include measures to safe-~
guard the government's revemue from the industry, to influence
the labour poliey 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 technical and mana-
gerlal levels in the local industry.

The most important proposal however, is to establish a Nat-
ional Petroleum Company wholly-owned by the Government. This
company will have two functions, first to ensure that "concessions
and leases are granted on the best national terms for exploration,
development and explolitation'; and secondly to act "as a holding
company establishinglwholly-owned or joint-venture subsidiaries
for produeing crude 611, products, natural gas, petrochemicals
and other related products".5 This company is already being
prepared for the task of operating the land and marine assets
of B.,P. which are to be acquired by the government.

Crude 0il Production

The mining sector is most important in relatlon to the
growth of the domestic industry and indeed the growth of output
of the economy as a whole, This is shown in Table 2-2 which
compares the rates of growth of crude oil production, refinery
throughput, natural gas production, the 'value added! by the

4, Draft Third Five Year Plan 1969—19%2, Government

Printery, Trinidad and Tobago, 1968, p. 236. See
also pp. 3-10 and 236-238,
5, Ibid., p. 237.
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industry and the domestic output of the economy,

Teble 2=-2

Comparative Rates of Growth

(Percent)
Crude 0i1l Refilnery Natural Petroleum Ge.D.P.
Production Throughput Gas ™ Sector

Productlion 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 2.9
1962-65 - 7.8 3.7 -0.9 Se4

Source: See Tables

The similerity of these trends results from certain factors
which are peculliar to the petroleum industry in general and the
Trinidad industry in particular. Firstly, in Trinidad urnlike
most of the producing countries of the world almost all the oill
roduced in the territory 1s processed at the local refineries;
secondly in the domestlc industry natural gas 1s in most cases a
Joint produet of crude oil; thirdly, crude oil production in
general contributes more to the value added of the industry than
does refining; finally, the demand for lsbour and other domestic
resources 1s greater in respect of crude oil produetion than in
the case of refining.

In the perilod 1951-65 domestic 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-



(74
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 0il mn bbls 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 bbls 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 bbls - - - - - 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 bbls - - 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 Completed 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 flowing 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 artificial 1ift
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
completed 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
drilled '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
drilling % 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. daily production .
per well 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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our:

1. _Annugl Review of Petroleum Development in 1967 in Trinidad and Tobago,
C.S.0., 1968

2. Annual Statisticgl Digest, C.S.0,' Gov't of Trinidad and Tobago, several years.
3. Draft Third Five-Ye lan =1 Gov't. of Trinidad and Tobago, 1968 .
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tinet phases in production. The first was 1n.the period 1951-54
which saw a return to active drilling and exploration after the
stagnation brought on by the war. Output increased moderately
at an annual rate of 4.,3% over the four-year period.

The growth of production during the second phase 1955-57
has been the most remarkable in the history of the industry. In
response to exceptionally high prices generated by the Suez
cerisis and the attendant inflation of world demand, domestic
output grew at a rate of 16.9% per ennum. This expansion was
also facilitated by an extensive reorganization of the loecal
industry. 1In 1956-57 T.T.I. acquired the British company Trini-
dad Leasholds Ltd. as well as the minor producers Antiilles
Petroleum Company Ltd. and Siparis Trinidad 0ilfields Ltd. with
an explicit undertaking to intensify local drilling efforts and
to operate its refineries at full capacity. In the same year
B.P. acquired Trinidad Petroleum Development Company, Kern Trinl-
dad 0ilfilelds Ltd. and Apex Trinidad 0ilfields Ltd. and set about
rationalizing the diverse operations of the group. These two
compenies (T,T.I. and B.P.) had previously combined with S.T.L.
to form Trinidad Northern Areas Ltd. for the purpose of explolting
their merine holdings,

Production grew at a much slower rate during the third phase
1958-61. This may be attributed to factors both internal and
external to the domestic economy. At the international level
petroleum prices weakened as a condition of excess supply develop-
ed in the world industry. This situation continued throughout
most of the 1960's. Under these conditions, it was more profitable

for the internatlional companlies to direct thelr 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 ag a result declined absolutely after 1959, in-
creases in aggregate output coming solely from marine production.

Stagnation overcame the local industry in the fourth phase,
crude 01l output being the same in 1965 as 1t 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 levellling off as the Soldedo flelds
showed signs of maturity. In 1965, approximately 39% of locally
produced crude oll was belng obtained from marine sources.

Table 2-3 also provides the trend in activitles related to
crude oll production, This falls roughly into two periods.
During the first perlod, 1951-59 the total footage drilled in-
creased at a rapld rate, while the number of completed wells grew
almost as fast, There were also substantlial improvements 1in
drilling techniques and the proportion of crude oll output de-
rived from flowing wells increased appreclably.

In the second period 1960-65, there was a decline in the
total footage drilled, the number of well completlions, and the
proportion of ecrude o0il output obtained from flowing wells,
However, the average dally production per well continued to rise,

thus averting an absolute fall in the level of domestic production,
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The performance of individusl companiles in respect of crude
0il production and footege drilled is given in Tebles 2-4 and
2-5. The dominance of T,T.I., BeP., SeT.L. and T.N.A. is vividly
seen., It 1s clear however that T.N.A. and to a lesser degree Tex-
aco have been the companies malnly responsibdle for the growth in
production achleved 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 absolutely.
T.N.A. on the other hand inereased its output from 2 million
barrels in 1958 to 15,7 million barrels in 1965, approximately
324 of domestic output in the latter year.

Refining
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 berrels 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 during which time the throughput of the refineries was doubled.
There was however g substantizl growth in the proportion of
foreign crude oil processed locally, Between 1951 and 195¢ im-
ported erude olls were on average 45% of domestic throughput,
but the proportion grew continuously during the 1960's rising to
67% in 1965. Refining had thus developed essentlally into a



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 Oil Ltd, 55.9 40,9 38.7 15.3 4,2 46.5 16.2 16.2
3. Premier Consolidated 20.7 43.0 47,1 14,7 14.8 16.6 15.7 5.0
Oilfields 1td.
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 - -—
Oilfields ILtd.
6. Texaco Trinidad Inc. 473.9 463.8 427.9 499.0 657.0 558.7 428.3 648.5
7. Trinidad Northern 59.2 104.4 142.3 272.6 284.6 213.8 181.2 148.5
Areas Ltd,
8. Pan American Trinidad - - - - 11.6 -- -- -
Oilfields 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 X
1. Report of the Commission of Enquiry into the Oil Industry of Trinidad and Tobago 1963 - 64.

Andre Deutsch Ltd., London 1964. p. 75.
2. Monthly Bulletin, Ministry of Petroleum and Mines, Government of Trinidad and Tobago.
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TABLE 2 - 5 178/

PRODUCTION OF CRUDE PETROLEUM BY COMPANY TRINIDAD AND TOBAGO 1951-65

1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

1.Texaco Trinidad Inc. (7.4)

2.Trinidad Leaseholds
Ltd. 6.1

3.Antilles Petrolegm

Co. (T'dad) Ltd. 0.6
4.Siparia (T'dad) O0il-
fields Ltd.> 0.7

5.Shell Trinidad Ltd.a 5.4

6.British Petroleum
(T'dad) Ltd. (6.7)

7.Apex (T'dad) 0il-
fields Ltd. 3.1

8.Kern (T'dad) 0il-
fields Ltd. 0.7

9,Trinidad Petroleum
Development Co. Ltd. 2.9

10.Trinidad Norghern
Areas Ltd. -

(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

6.1 6.1 6.4 6.4 6.8

0.7 1.2 1.3 1.3 2.4

0.6 0.6 0.6 0.9 1.6

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

(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

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)

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)

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)

- - 0.1 0.4 0.6 1.0 2.0 3.8 6.0 9.4 13.1 15.3 16.6 15.7



TABLE 2 — 5 (contd.) \/7f‘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
11.Trinidad Canadian
Oilfields 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 Consolidated
Oilfields 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
13.Dominion 0il Ltd. - - - - - - - - - 0.2 0.1 0.02 0.03 0. {6 -
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 Leaseholds Ltd, had its name changed to the Trinidad Oil Company
Ltd. in 1956, immediately after which it was purchased by the Texas Oil
Company of the U, S. The company was renamed Texaco Trinidad Incorporated
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) Oilfields Ltd., and Trinidad Petroleum Development
Company Ltd.

6. This company is j«cintly 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 negligible.

Sources

Administration Reports of the Department of Petroleum, C.S.0O., Government
of Trinidad and Tobago.

Umpublished data from The Ministry of Petroleum and Mines, Trm1dad and
Tobago.




1951

1952

1953

1954

1961

1962

1963

1964

1965

Table 2-6

COMPOSITION OF REFINERY THROUGHPUT, TRINIDAD AND TOBAGO

1951-1965
(million barrels)
Domestic Crude 0Oil Crude Oil
Production Exports Imports
I ¢))] (2) (3)
20.8 1.9 16.0
21.3 2.0 16.9
22.3 2.3 16.5
23.6 3.1 16.6
24.9 2.9 17.8
28.9 3.9 18.3
34.0 3.4 19.5
37.3 2.1 25.5
40.9 3.3 31.3
42.3 5.1 45.3
45.8 4.3 62.5
48.9 4.0 65.2
48.7 3.8 74.1
49.7 4.6 83.2
48.9 4.3 93.4

Refirery
Throughput
(D+(3)-(2)
34.9
36.2
36.5

37.1

39.8
43.3

50.1

60.7

68.9

82.5
104.0
110.1
119.0

128.3

138.0

Imports as
Percent of
Throughput

45.8
46.7
45.2
44 .7
44.7
42.2
38.9
42.0
45.4
54.9
60.1
59.2
62.2
64.8

67.7

Sources: Overseas Trade Reports, C.S.0., Government of Trinidad and Tobago.

Annual Review of Petroleum Development in 1967. C.S.0., Government
of Trinidad and Tobago, 1968.

Annual Statistical Digests, C.S.0.' Government of Trinidad and Tobago. )
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menufacturing operation with the raw materials being imported from
foreign countries and the products oriented to foreign markets.
The sources of imported crude oil are given in Table 2-7.

There were also qualitative extensions to the local refin-
eries. Through the erection of new plants and the modernization
of 0ld ones a wider and more valusble range of products is now
obtainable from g barrel of crude oil, The composition of refin-
ery output however remains heavily blased towards the heavler
fuel oils as can be seen from Table 2-8, This production pattern
results partly from the quality of the crude oll inputs which
tend to glive a low yield of lighter products, and partly from
the structure of market demand which within recent years has been
more favourable for heavier oils,

There are at present three refineries in the territory. Two
of these (located at Pointe-a-Pierre and at Brighton) belong to
7,TeI. while the third (at Point Fortin) is owned by S.T.L. The
Pointe~-a-Pierre refinery is the largest and most complex and 1s
geared to derive a complete line of finished products from crude
0il of different properties., Plants-have alsc been installed for
the production of a wide range of basic petrochemical intermediat-
es for export. This refinery had a capacity of 360 barrels per
stream day in 1963 but has subsequently undergone major expansions,
In 1968 it was rated as the fifth largest complex in the world,

The refineries at Point Fortin and Brighton are much smaller,
the former having a capacity of 55 thousand barrels and the latter
a capacity of 5 million barrels in 1963, Unllike the Pointe-g-
Pierre refinery however processing is confined to indegenous crude

01l while the product range 1s more restricted.




Table 2-7 181

IMPORTS OF CRUDE PETROLEUM-TRINIDAD AND TOBAGO 1951-65

(million barrels)

Venezuela Columbia SaudiArabia Other Countries Total
1551 14.4 0.9 - 0.7 16.0
1952 15.7 1.0 - 0.2 16.9
19_53 iS.l 0.9 0.5 16.5
1954 16.0 0.6 - - 16.6
1955 17.1 0.7 - o 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: Qverseas Trade Report, C.S,0.,

Government of Trinidad and Tobago. Several Years.



Table 2-8
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COMPOSITION OF REFINED PRODUCTS TRINIDAD AND TOBAGO 1951-65

Aviation spirits (100Goctane)

Aviation spirits (other grades)

Motor spifits

White spirit and Vaporising Oils
Kerosene

Gas and Diesel Oils

Fuel Oils (all grades)
Lubricating Oils and Greases
Bitumen

Other finished products

1951

'000 bbl

423

1,317

5,485

2,678

668

5,042

17,857

452

317

Feed or Blending Stock for Transfer 456

Ligified Petroleum Gas

Total Production

34,697

Percent

1.2

3.8

15.8

7.7

1.9

14.6

1.3

0.9

1.3

100

1965

'000bbl

997

9,384

17,208

196

2,846

19,447

75,442

835

328

416

182

127,281

Percent

0.8

7.4

13.5

0.2

2.2

15.3

59.3

0.6

0.3

0.3

0.1

100

Source Annual Statistical Digest, C.S5.0., Government of Trinidad and Tébago
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Natursl Gas

Since natural gas is in most cases assoclated with the
production of ecrude 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. (See Table 2-9)°

The demand for naturazl gas on the other hand has not kept
pace with the growth of production. Thus in 1951 39% of the gas
produced was vented of flared, the proportion growing to 61% in
1961, Among reesons advanced for this wastsge -~ have been the
low pressure of some filelds and the lack of transportation and
compression facillities,

Prior to 1954 natural gas was utilized exclusively within
the 01l industry as fuel for the refineries and for reinjection
into the reservoirs to facilitate the recovery of oil, S8ince that
time however, Trinided Cement Limited, and the Trinidad and Tobego
Electricity Commission have become substantial consumers of gas
as a fuel while Federation Chemicals Ltd. (established in 1959)
hag been using the product both as a fuel and as a raw materisl,

A considereble inprovement in gas utilization was effected
in the period 1960-65. Federation Chemicals Ltd., made major
additions to 1its plant with the result that its utilization of
gas for processing grew at an average rate of 47% over the five-
year period, The consuption of gas as a fuel also inereased
subgtantielly, its utilization in industries other than petroleum

Increasing at an annual rate of 22% over the same period, Because



TABLE 2 - 9 1837

PRODUCTION AND UTILIZATION OF NATURAL GAS TRINIDAD AND TOBAGO 1951-65

(10° cubic feet)

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

1.Production 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-0il Ratio
(sc ft./bbl) 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)
(¢c) In other Indus~. -~ - - - (0.8) (@1.6) (1.7) (2.4) (3.2 .1 4.2) (5.5) (6.2) (11.4) (12.1D)
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.H.P.S. - - - - - - 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
7.Vented and not
Collected 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 Petroleum Department, Government of Trinidad and Tobago.

(2) Quarterly Economic Reports., C.S.0., Government of Trinidad and Tobago.

(3) Annual Review of Petroleum Development in 1967 in Trinidad and Tobago, C.S.0., 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 1is still
very high however congidering the potentisl of this resource in
the development of petrochemical manufacturing industries and of

industries requiring'very cheap supplies of electric power,



TABLE 3 ~ 1-
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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.Local Purchases &

Payments

(a) Materials 4.8 5.7 5.9 7.0 7.2 8.1 9.2 9.0 14.6 14,7 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

(excl. 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 87.3 104.1 114.0 97.72 108.52

3.Foreign Purchases
(a) Crude Petroleum 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) Materials 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% 34.82
(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 74.12 74.8%2 80.42

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 84.0 133.6 113.3 132.1 114.4 134.1 130.3 140.5 137.9 110.2
6.Error +5.3 +2.7 +8.2 +47.0 +7.0 +7.0 +1.4 +0.4 +0.1 +6.2 -6.4 +1.5 -12.7 - -
7.Gross Outputb 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 unpublished data from the Central Statistical Office, Trinidad and Tobago.
b. This is equal to the sum of industry receipts (Table 3-7), gross capital formation (Table 3-4) and changes
in stocks.

Sources: The National Income of Trinidad and Tobago 1951-1961, 1952-,962, C.S.O.
Draft Third Five Year Plan 1969-1973, Government of Trinidad and Tobago. 1968,
Annual Administration Reports, Trinidad and Tobago Petroleum Department, Government Printery.
Annual Returns of the Petroleum Association of Trinidad, C.S.0., Govermment of Trinidad & Tobago.
Annual Overseas Trade Reports, C.S.0., Government of Trinidad and Tobago.




TABLE 3 - 2

GROSS OUTPUT IN MINING AND REFINING 1961-62*

0il Mining

Imports

Services

Other Manufacturing
Households

Wages and Salaries
Depreciation
Government

Profit

Total Mining

Refining

Imports

Services

Other Manufacturing
Wages and Salaries
Depreciation
Government

Profit

Total Refining

Mining as % of Total

Refining as 7 of Total

*The estimates in this table differ from thos of Table 3 - 1, in that
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lower values are given for local payments other than wages and salaries
and govermment taxes.

Source:  Input-Output Tables for Trinidad and Tobago, 1961-62. C.S.O.




Table 3-3a 187
VALUE ADDED IN THE PETROLEUM SECTOR 1961-65

($mn TT)
Wages Payments Depreciation Profit¥ Total
& to

Salaries Government
1951 27.2 22.1 19.8 24.4 93.5
1952 3L.5 26.3 23.1 17.4 98.3
1953 35.9 25.2 28.9 31.2 121.2
1954 40.2 25.7 27.2 27.0 120.1
1955 44,7 30.2 33.9 30.1 138.9
1956 46.5 33.2 43,0 64.4 187.1
1857 48.9 45.5 36.8 105.9 237.1
1958 50.6 . 57.4 48.8 76.5 233.3
1959 52.0 . 50.7 56,2 102.5 261.4
1960 53.4 52.3 73.1 84.6 263.4
1961 55.2 53.3 72.8 105.0 286.3
1962 54.9 60.9 79.9 95.8 291.5
1963 55.4 62.2 74.1 105.2 296.9
1964 60.4 65.6 74.8 100.2 301.0
1965 66.1 61.0 80.4 76.6 284.1

* This is a residual item and includes payments in respect of
management fees, patents and other minor foreign payments.

Source; The National Income of Trinidad and Tabago 1951-1961, 1952-1962.
C.S.0. Government of Trinidad and Tobago.
Draft Third Five Year Plan 1969-1973, Government of Trinidad
and Tobago 1968.
Unpublished Data, C.S.0,, Government of Trinidad and Tobago.



1951

1852

1953

1954

1955

1956

1857

1958

1959

1960

1961

1962

1963

1964

1965

Source:

VALUE ADDED IN THE PETROLEUM SECTOR 1951-65

Wages
&

Salaries

29.1
32.0
29.6
33.5
32.2
24.9
20.6
21.7
19.9
20.3
19.3
18.8
18.7
20.1

23.2

See Table 3-3a

Table 3-3b

PERCENT

Payments
to

Government
23.6
26.8
20.8
21.4
21,7
17.7
19.2
24.6
19.4
19.9
18.6
20.9
20.9
21.8

21.5

Depreciation

21.2
23.5
23.9
22.6
24.4
23.0
15.5
20.9
21.5
27.7
25.4
27.4
25.0
24.8

28.3

Profit

26.1

17.7

25.7

22.5

21.7

34.4

44,7

32.8

39.2
32.1
36.7
32.9
35.4
33.3

27.0

1871

Total

100
100
100
100
100
100
100
100
100
100
100
100
100
100

100
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Table 3-4
GROSS AND NET FIXED CAPITAL FORMATION-PETROLEUM INDUSTRY 1951-65
$mn TT

GROSS FIXED CAPITAL FORMATION NET FIXED CAPITAL FORMATION

Oil-well Plant&Fixed Roads,Bridges, Total Oil-well Othér: "Total

Drilling Equipment Buildings Drilling Adtivities
1951 14.5 13.0 3.1 30.6 2.9 7.9 10.8
1952 17.5 9.7 2.9 30.1 3.7 3.3 7.0
1953 23.9 6.8 1.5 32.2 4.9 -1.6 3.3
1954 20.9 . 12.1 2.2 35.2 4.3 3.7 8.0
1955 24,7 14.5 1.4 40.6 4.6 2.1 6.7
1956 31.1 15.9 1.9 48.9 5.4 0.5 5.9
1957 32.0 30.4 4.3 66.7 6.0 23.9 29.9
1958 40.5 27 .1 4,1 71.7 7.1 15.8 22.9
1959 45.4 53 .4 3.8 102.6 8.4 38.0 46.4
1960 54.5 42.6 4.6 101.7 12.0 16.6 28.6
1961 48.3 31.6 5.9 85.8 6.9 6.1 13.0
1962 57.5 41.6 8.2 107.3 11.1 16.3 27.4
1963 48.7 39.4 8.6 96.7 9.8 12.8 22.6
1964 47 .4 36.2 9.0 92.6 9.5 8.3 17.8
1965 47 .4 58.2 9.5 115.%L 9.5 25.2 34.7
1951-65 554.3 432.5 71.0 1,057:8 106.1 178.9 285.0
Source
The National Income of Trinidad and Tobago 1951-1961, C.S8.0., Government of Trinidad and Tobago.

inidad and Tobago 1952-62, C.S.0., Government of Trinidad and Tobago.
Unpublished data, C.S.0., Trinidad. Government of Trinidad and Tobago.
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Table 3-5
FINANCE OF GROSS FIXED CAPITAL FORMATION
PETROLEUM INDUSTRY 1951-65
($ mn TT)
DEPRECIATION
Oil-well Bulildings, Total Reinvested Total Depreciation Reinvested
Drilling Plant . Profits Capital as % of Profits as %
Equipment Far mation Capital of Capital
Formation Formation

1951 11.6 8.2 19.8 10.8 30.6 64.7 35.3

1952 13.8 9.3 23.1 7.0 30.1 76.7 23.3

1953 19.0 9393 28.9 3.3 32.2 89.7 10.3

1954 16.6 10.6 27 .2 8.0 35.2 77.2 22.8

1955 20.1 13.8 33.9 6.7 40.6 83.5 16.5

1956 25.7 17 .3 43.0 5.9 48 .9 87.9 12.1

1957 26.0 10.8 36.8 29.9 66.7 55.2 44.8

1958 33.4 15.4 48 .8 22.9 71.7 68.1 31.9

1959 37.0 19.2 56.2 46 .4 102.6 54.8 45.2

1960 42.5 30.6 73.1 28.6 101.7 71.9 28.1

1961 41.4 31.4 72.8 13.0 85.8 84.8 15.2

1962 46 4 33.5 79.9 27 .4 107.3 74.5 25.5

1963 38.9 35.2 74.1 22.6 96.7 76.6 23.4

1964 37.9 36.9 74.8 17 .8 92.6 80.8 19.2

1965 37.9 42.5 80.4 34.7 115.1 69.9 30.1
1951-65 448 .2 324.6 772.8 285.0 1,057.8 73.0 27 .0
Source _

The National Income of Trinidad and Toabgo 1951-61. C.S.0O. Government of Trinidad and Tobago.

The National Income of Trinidad and Toago 1952-1962, C.S.0O.Government of Trinidad and Tobago.

Unpublished data, C.S.0. Government of Trinidad and Tobago.
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Table 3-6
PETROLEUM INDUSTRY
PAYMENTS TO LOCAL GOVERNMENT AND INDUSTRY -PROFITS., 1951-1965
($mn TT)
PAYMENTS TO LOCAL GOVERNMENT
Direct Royal- Other ~Total | Net Profit . (l)as percent (4) as percent
Taxes ties Payements of Industry of 1&5) of (4&5)

(1) _(2) (3) (4) (5) (6) (7)
1951 13.7 6.6 1.8 22.1 24 .4 35.9 47.5
1952 17.1 6.7 2.5 26.3 17 .4 49.5 60.2
1953 15,6 7.0 2.6 25.2 31.2 33.3 44.7
1954 14,7 8.3 2.7 25.7 27.0 35,2 48.8
1955 18.8 8.7 2.7 30.2 30.1 38.4 50.1
1956 19.6 10.5 3.1 33.2 64.4 23.3 34.0
1957 27.7 13.9 3.9 45.5 105.9 20.7 30.0
1958 36.8 16.0 4.6 57 .4 76.5 27.5 42.9
1959 29.6 16.9 4,2 50.7 102.5 22.4 . 33.1
1960 29.8 18.1 4.4 52.3 84.6 26.0 38.2
1961 29.1 19.8 4.4 53.3 105.0 21.7 33.7
1962 34.5 20.8 5.6 60.9 95.8 26,5 38.9
1963 35.3 21.2 5.7 62.2 105.2 25,1 37.1
1964 37.7 21.8 6.1 65.6 100.2 27.3 39.6
1965 33.6 20.8 6.6 61.0 76.6 30.5 44.3
TOTAL 393.6 217, 1 60.9 671.6 1,440 .4 29.6 41.)6

1$51-65

* See note Table 3-3
Sources. Draft Third Five Year Plan, 1968-1973. Government of Trinidad and Tobago.



TABLE 3 - 7 | - ' /91

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 Petroleum 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 a - - - - - - - - - - 35.4 34.0 37.7 47.2 63.0
Adjustment
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 _36.7b 49.6b 53.8P
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 basls average realized
product prices and the values declared 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.5.0., Government of Trinidad and Tobago.

Quarterly Economic Reports, C.S5.0., Government of Trinidad and Tobago.
Balance of Payments - Trinidad and Tobago 1956-1966, C.S.0., Government of Trinidad and Tobago.




a. Average prices for royalty evaluation-based on prices of derived products
on the U.S. Gulf Coast.

b. Average realized prices as reported in Qverseas Trade.
c. Posted prices for crudes of 26-26.90 API gravity.

similar quality.

Sources

1. Annual Administration Reports, Trinidad and Tobago Petroleum Department.

TABLE 3 - 8
PETROLEUM PRICES -—~ TRINIDAD 1951 - 1965
STT
1951 1953 1955 1957 1959 1961 1963 1965
Crude Petroleum
Trinidad?® 3.83 3.78 4,246 5.20 4,37 4.68 4.37 4,27
TrinidadP 3.37  4.07 4.09 4.89 4.05 4.33 4.35 4,27
Venezuela® 3.93 3.84 3.93 4.37 4.00 3.93 - -
Refined Products -
Trinidad
Aviation Spirits
(100 Octane) 12.46 12.71 12.61 13.85 12.44 10.79 10.04 9.11
Gasoline 7.33 8.06 7.8 8.11 7.37 7.75 7.12 6.49
Dieselene 3.88 8.10 8.13 7.87 8.53 5.88 6.02 5.25
Gas 0il 6.28 6.39 6.42 6.83 6.49 5.93 5.65 4.40
Diesel 0il 3.68 5.28 5.8 5,28 6.68 5.52 5.65 5.20
Bunker C Grade
Fuel 0il 3.08 4.39 3.52 3.73 3.56 3.46 3.44 3.30
Notes

Trinidad crudes are of

2, Annual Review of Petroleum Development in 1967 in Trinidad and.Tobago,

Ministry of Petroleum of Mines, Govermment of Trinidad and Tobago, 1968.
3. Overseas Trade, C.S.0., Government of Trinidad and Tobago, several years.
4, Sources of Energy A Review, Commonwealth Economic Committee,

London 1966. p. 138.

H.M.S.0.

/G2

o
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Table 3-9

EXPORTS OF CRUDE OIL AND REFINED PRODUCTS - TRINIDAD AND TOBAGO 1951, 1965

Average
Annual Increase
1951 1965 1951-65
$'000 Percent $'000 Percent Percent
Crude Oil 6,467 4.0 51,181 9.1 16,0
Aviation spirits (100 Octane) 5,361 3.3 20,293 3.6 10.0
Aviation spirits (other grades) 10,077 6.2 75,835 13.5 15.5
Gasoline 35,456 21.9 45,658 8.1 1.8
Kerosene 19,436 12,0 6,144 1.1 -8.6
Dieselene 59 0.06 49,333 8.7 61.7
Gas 0Oil 18,130 11.2 33,764 6.0 4.6
Diesel Oil 9,454 5.9 10,392 1.8 0.7
Bunker C Fuel Oil 45,200 27.9 202,093 35.9 11.3
Other Fuel Oils 7,507 4.6 54,732 9.7 15.3
Lube Oils and Greases 42 0.04 11,710 2.1 49.5
Other 4,611 2.9 2,184 . 0.4 -
Total 161,800 100 563,319 100 9.3
Note

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: Qverseas Trade 1951, C.S,0O, Government of Trinidad and Tobago.

A2
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TABLE 3 ~ 10 4
DISTRIBUTION OF PETROLEUM EXPORTS BY TRADING GROUPS TRINIDAD AND TOBAGO 1951-65
$Smn TT
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

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
Canada 7.0 8.0 9.7 10.9 11.3 12.0 5.3 8.6 16.2 15.4 18.0 22.2 16.4 22.3 22.3
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
EFTA (excluding

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
E.C.M. 0.3 A 2.0 .8 2.2 2.4 10.3 9.2 12.8' 26.8 49.9 65.0 73.0 64.2 6l1l.1
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
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
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
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
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.S5.0., Government of Trinidad and Tobago.




195
TABLE 3 -~ 11

FOREIGN EXCHANGE ACCOUNT OF THE PETROLEUM INDUSTRY TRINIDAD AND TOBAGO
1951 - 1965

Smn TT

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

1.Gross Value of
Exports@ 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
CrudeP 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-
ports® 96.6 104.

nN

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

E )

.Less Other Merchandise .
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
IncomeP 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

.Less Depreciationb 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

[

.Plus Capital Inflowd 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

oo

.National Foreign , ‘
Exchange 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.
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.

o

9.Import Price Index
(Goods other than _: 100 108.1 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
011)1951=100f

0.National Capacity
to Import8 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
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t urc

a. See 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.0., Government of Trinidad and Tobago.
Unpublished Date, C.S.0O. Government of Trinidad and Tobago.

g. (8) (9)



LABOUR FORCE STATISTICS - TRINIDAD AND TOBAGO 1955 - 65

TABLE 3 - 12

Total Population
Population of Working Age
Active Labour Force
Unemployed

Total Employed
Public Sectors
Petroleum
Agriculture
Manufacturing

of which: Sugar
Other Manufacturing
Construction
Commerce

All Other Industries

1955
720.8
394.9
275.0
24.9
250.1
32.4
19.7
75.4
35.9
(16.0)
(19.9)
19.6
32.7

34.4

(thousand persons)

1956
742.5
402.7
275.0
24.9
250.1
33.5
16.6
65.2
39.6
(15.4)
(24.2)
26.4
28.5

40.3

1957
764.9
414.0
268.0
30.2
237.8
35.6
16.2
62.7
35.8
(14.8)
(21.0)
25.2
27.9

34.4

1960
840.3
448.7
289.0
37.0
252.0
42.3
15.1
53.5

35.6

.(14.2)

(21.4)
30.7
33.8

41.0

1963
924.2
497.0
324.0
45.0
279.0
59.5
14.2
56.5
41.4
(12.2)
(29.2)
33.0
39.2

35.2

1964
951.0
512.5
346.3
47.3
299.0
62.5
14.0
76.1
44.7

(13.7)

(31.0)

29.3
42'5

29.9

196

1965
973.9
524.9
348.4
47.8
300.6
63.0
14.4
67.2
43.8
(12.3)
(31.5)
31.8
50.6

29.8

Sources: Jack Harewood, "A Comparison of Labour Force Data in Trinidad and Tobago 1946-1964",

Research Papers, No. 2, C.S.0., Government of Trinidad and Tobago.

Continuous Sample Survey of Population, C.S5.0., Government of Trinidad and Tobago.

Annual Statistical Digest, C.S.0., Government of Trinidad and Tobago.

Report on the Manpower Situation in Trinidad and Tobago, Nos. 1-3, Govt. of Trinidad & Tobago.:

\\\\\



Agriculture, Forests,
Fisheries and Quarrying

Petroleum

Sugar Manufacturing
Other Manufacturing
Construction

Transport & Distribution
Public Utilities

General Government
Ownership of Dwellings
Banking and Finance

Other Services

TOTAL

1951 1952

TABLE 3 ~ 13a

GROSS DOMESTIC PRODUCT AT FACTOR COST

1953

Smn TT
Trinidad and Tobago 1951-65

1954

1955

1956

1957

1958

1959

1960

1961

1962

1963 1964 1965

55.6 61.0

93.5 98.3
7.7 8.9
35.7 37.9
8.4 9.3
38.7 44.2
11.1 12.4
29.0 36.2
8.3 9.0
6.3 7.1

17.8 19.1

69.3

76.9

83.6

121.2 120.1 138.9

11.2
39.6
8.1
45.3
13.1
40.7
9.6
7.3

20.9

12.4
42,2
10.1
48.3
13.5
47.9
10.4

7.2

21,5

13.5
45.9
14.1
69.9
14.9
48.6
10.8

9.6
27.3

84.1
187.1
11.0
50.2
17.0
89.4
16.2
51.2
11.0
10.7
28.4

93.6
237.1
13.2
64.7
20.7
104.2
18.7
52.6
11.0
12.2

31.1

98.5
233.3
13.4
77.9
32.3
119.3
19.6
63.4
11.5
15.1

35.1

99.0
261.4
14.1
89.0
36.3
133.2
21.3
70.8
13.4
16.1
45,5

108.4
263.4
16.8
91.4
40.6
149.6
28.4
82.5
16.8
20.0
48.0

112.5
286.3
18.2
101.3
49.7
162.1
36.6
93.1
19.6
19.8
55.6

108.3
291.5
15.5
116.6
55.3
173.7
41.5
100.5
21.6
21.0
60.2

N.A.

N.A.

42.3 44.3
34,7 37.6
56.4 58.5

115.7 111.8 105.5
296.9 301.0 284.1
N.A.
141.7 161.8 179.2
64.4 57.3 58.6
175.9 193.0 211.7
43.8 53.5 64.9

104.3 115.2 118.6

47.3
39.4
66.6

1, Includes sugar manufacturing in 1963, 1964 and 1965

312,1 343,4 386.3 410.5 476,1 556.3

Source

Tobago 1963.

659.1

719.4

799.1

865.9

954.8

National Income of Trinidad and Tobago 1951-1961, C.S.0., Government of

National Income of Trinidad and Tobago 1952-1962, C,S.0., Government of

Tobago, 1964,

197

1005.7 1076.1 1134.0 1175.9

Trinindad and

Trinidad and

Draft Third Five Year Plan 1969 ~ 1973, Government of Trinidad and Tobago, 1968.




Agriculture,

Fisheries and Quarrying

Petroleum

Forests,

Sugar Manufacturing

Other Manufacturing

Construction

Transport & Distribuition 12.4

Public Utilities

General Government

Ownership of

Dwellings

Banking and Finance

Other Services

TOTAL

N.A. - No

Source @

TABLE 3 - 13b 197/
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
7.8 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
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
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.
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
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
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

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
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
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
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
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

100 100 100 100 100 100 100 100 100 100 100 100 100 100 100

data Available

See Table 3-13a.



1. Merchandise Exports
(adjusted)
a. less Crude Petroleum
Imports
b. Net Merchandise
Exports

2. Merchandise Imports
(adjusted)
a. less Crude Petroleum
Imports
b. Net Merchandise
Imports

3. Balance on Visible

Trade
Exports of Services

4. transportation
é; étores & Bunkers
b. Other

5. Tourism

6. Other Services

7. Total Exports of
Services

TABLE 3 ~ 14 198
BALANCE OF PAYMENTS -~ TRIﬁIDAD AND TOBAGO 1951 - 65
Curﬁzﬁg Xzzount

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
116.6 119.6 153.¢ 163.0 178.9 212.4 239.8 252.5 259.2 278.8 287.0 287.9 299.4 330.8 315.3
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
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
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
-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
’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
k33;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)
(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)

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
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
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

]



Net Capital Movements 12.2

TABLE 3 - 14 (contd.) 1984
BALANCE OF PAYMENTS - TRINIDAD AND TOBAGO 1951 ~ 65
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
Imports of Services
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
. 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
. 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
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
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
. 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
. 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
. 2:::2:2 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
. 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
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
Capital Inflows 12,2 - - 20,4 - < - < = < @ 13,8 45.9 45,0 24.3
. Capital Outflows - - - - - - - - - - - 1.8 3.8 22.1 7.0
- - 20.4 - - - - - - - 12.0 42,1 22,9 17.3



21, Net Capital Flows -

Public and Private
(non-monetary)

22, Errors and Omissions -5.3 +1.3

23. Monetary Movements

(Net)
Increase (-)
Decrease (+)

Source:

TABLE 3 - 14 (contd.) 1988
BALANCE OF PAYMENTS - TRINIDAD AND TOBAGO 1951 - 65
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
-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
-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

National Income of Trinidad and Tobago 1951-1961. C.S.0., Government of Trinidad and Tobago 1963.

National Income of Trinidad and Tobago 1952-1962. C.S.0., 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.0., Government of Trinidad and Tobago 1967.

Annual Estimates of Expenditure, Government of Trinidad and Tobago.

I.M.F. Report 1965, Tables and Worksheets, Government of Trinidad and Tobago 1966.

Financial Statistics 1966, C.S.0., Government of Trinidad and Tobago 1967.

Unpublished Data, Government of Trinidad and Tobago.



Current Revenue

a.

Total Direct Taxes

(1) Petroleum

(11) Other Company

(iii) Personal

b.

C.

d.

Total Current Revenue

Royalties on 0il
Import Duties

Other

Current Expenditure

a.

b.

Personal Emoluments

Other Labour Pay-
ments

Supplies and
Services

Interest Payments

Amortization Pay-.
ments

Current Trans-
fers

Total Current
Expenditures

TABLE 3 - 15 799
CENTRAL GOVERNMENT REVENUE AND EXPENDITURE-~TRINIDAD AND TOBAGO

1951-65

Smn TT
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
3.7 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
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
4.0 4.8 4,9 5.3 4,2 A 5.4 8.5 8.4 12,2 13,6 14,7 19.5 22.8 24.0
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
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
5.7 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
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
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 79.5
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
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
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
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
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
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
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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
Expenditure
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. Internal 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 - - - -

Accumulated 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 Adjustments

Source:

Financial Statistics 1966, C.S.0., 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.

Unpublished Data, Government of Trinidad and Tobago.

National Income of Trinidad and Tobago 1951-1961. C.S.0., Government of Trinidad and Tobago. 1963.

National Income of Trinidad and Tobago 1952-1962, C.S.0., Government of Trinidad and Tobago 1964.




CORRELATION AND REGRESSION  CORFFICIENTS 1951-59, 1959-~65.

Table 3-16

200

Independent Variable (X) Dependent Variable(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
Logs 1951-59 0.46 0.934 0.611 6.93
1959-65 -6,43 0.815 3.494 3.14
GDP - Petroleum Sector GDP -~ Private $ 1951-59 51,72 0.976 1.425 11, 80
Domestic 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
Petroleum 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 orts). and capital).
Logs 1951-59 0.21 0.954 0.796 8.41
1959-65 -2.18 0.494 1.874 1.27
Petroleum 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 0.209 0.567 0.48

0.86 .



Table 3-=16 Cont'd 200}

Independent Variable (X) Dependent Variable(y) Values Years Intercep;t" Correlation Regression Computed

Coefficient Coeficient T
Value
Private Consumption Imports of $ 1951-59 39,31 0.998 0,337 38.28
Expenditures 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
Gross Domestic 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 Expenditures 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 Services 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 ( less 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



Independent - Variable(X)

Table 3~16 Cont'd

200-2

Dependent Variable(Y) Values Years Intercept Correlation Regression Computed

Coeffieient Coefficient T
Value

Personal Incomes Direct Taxes $ 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



® ® -
" TABLE 3 ~ 17
COMPOSITION OF COMMODITY IMPORTS2 - TRINIDAD AND TOBAGO 1951-65 20!
$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 ’
Goods® 47.0 47.2 46.6 50.8 56.7 56.9 64.4 72,8 82.3 91.4 86.5 90.2 88.4] 94,7 101.9
Chemicalsd 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 Imports€ 9.0 9.2 110.8 1.1 16.9 17.3 17.5 21.3 24.3 25.8 19.4 21.0 20.4, 26.3 22.4
Machinery& Transport
Equipment £
Consumption 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
Capital® 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 excludes imports of crude petroleum
b. Items included in SITC, Sections 0 and 1
c. Items included in SITC Sections 6 and 8, excluding those divisions and subdivisions included in Row 6
d. Items included in SITC Section 5
e, Residual Item
£, g, h. See notes to Table 3 - 21
Source: Overseas Trade, C.S.0., Government of Trinidad and Tobago.




R eweT 202
GROSS DOMESTIC EXPENDITURES ~ TRINIDAD AND TOBAGO 1951 ~ 65
— o v ~ g g < TTTTeTTYT ($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 /239.0 813.0

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 1l4.6 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 1in 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.0., Government of Trinidad and Tobago 1963

National Income of Trinidad and Tobago 1952-62, C.S.0., Government of Trinidad and Tobago, 1964.

Draft Third Five Year Plan 1969-1973, Government of Trinidad and Tobago, 1968.




Private Consumption

Food

Alcoholic Drinks and

Tobacco

Household Goods

(Durable & Non-Durable)
Clothing & Footwear

Other Goods

Services

TOTAL

Personal Savings

Direct Taxes

Total Personal Incomes

Source:

203
TABLE 3 - 19
PERSONAL INCOMES - TRINIDAD AND TOBAGO 1951 - 65
($mn TT)
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
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
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
10.3 10.8 11.8 12.6 17.4 18.1 23.8 28.4 33.6 30.4 29.7 31.3)
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
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
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
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
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

National Income of Trinidad and Tobago 1951 - 1961, C.S.0. Government of Trinidad and Tobago

National Income of Trinidad and Tobago 1952 - 1962, C.S.0., Government of Trinidad and Tobago.

Unpublished data, C.S.0., Government of Trinidad and Tobago.



Petroleum

Sugar and Rum

Other Manufacturing
Agriculture

New Dwelling Houses
Other Private Sector
Public Utilities
General Government

Gross Domestic Fixed
Capital Formation

N.A.
a

Source ¢

TABLE 3 - 20

INDUSTRY COMPOSITION GROSS DOMESTIC FIXED CAPITAL FORMATION

TRINIDAD AND TOBAGO 1951-1965

204

($mm TT)
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
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.
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.
8.0 9.2 11.7 12.4 13.7 16.1 16.2 16.6 9.4 22.7 26.0 29.5 30.6 32,3 40.6
8.5 11.0 11.0 10.8 17.1 15.4 27.4  40.6 47.5 73.6 66.3 62.3 73.8%2 69.22 86,82
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
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
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

No account available

Includes 'other manufacturing' and agriculture

National Income of Trinidad and Tobago 1951-1961, C.S.0., Government of Trinidad and Tobago

National Income of Trinidad and Tobago 1952 - 1962, C.S.0., Government of Trinidad and Tobago

Unpublished Data, C.S.0., Government of Trinida and Tobago.



Imported Capital Goods
Wood, paperboard,
non-metallic
minerals

Manufactured Goods of

Iron and Steel Case

Metals?

Machinery and

T ransport equipment

4

3

Miscellaneous

TOTAL

Local Capital Goods5
Gross Domestic Fixed
Capital Formation

Nates:
1.
2.
30

4.
5.

Source:

TABLE 3 - 21

LOCAL AND FOREIGN CONTENT OF GROSS DOMESTIC FIXED CAPITAL FORMATION
TRINIDAD AND TOBAGO 1951-65

205

$Smn TT
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
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
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
42,6 54.3 51,7 55.3 69.4 67.7 96.3 104.5 107.5 114.0 99.4 107.3 124.5 119.7 159.1
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
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
Includes items listed under SITC Nos. 631, 641/05/06/07, 661 and 662.
Includes items listed under SITC No. 681
Includes items listed under SITC Section 7, less item No. 732-02 and 60% of 732-01. It is assumed

that 40%Z of the last mentioned item (road passenger vehicles) goes into capital formation)

Includes

This is a residual Item.

Overseas Trade, C.S5.0., Govermment of Trinidad and Tobago.
National Income of Trinidad and Tobago 1951-1961, C.S.0., Government of Trinidad and Tobago 1963.

items listed under SITC No.s 811, 812, 821, 861-03 and 861-09.

National Income of Trinidad and Tobago 1952-1962, C.S.0., Government of Trinidad and Tobago, 1964.




Depreciation

Local Business Saving
Household Savings
Public Saving

Net Foreign Inflows

Gross Domestic Investw
ments@

a

Source :

v e s e 206
- TABLE: 3+« 22
SOURCES_OF FINANCE FOR GROSS DOMESTIC INVESTMENTS
T ~ Smn TT
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
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
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
26.0 30.0 4,3 10.6 33.5 25.9 62.8 61.6 110.4 112,5 8l.4 108.8 86.4 98,1 107.9
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

Includes stocks

Nationgl Incqpe of Trinidaﬁ and Tobago 1951—;961) C.S.0,, Government of Trinidad and Tobago, 1963,

National Income of Trinidad and Tobago 1952-1962, C.S.0., Government of Trinidad and Tobago, 1964.

Unpublished Data, C.S.0., Government o6f Trinidad and Tobago.



TABLE 3 - 23

207

SOURCE OF FINANCE OF CAPITAL FORMATION BY SECTORS?

TRINIDAD AND TOBAGO 1951-65

($mn TT)

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
Petroleum
Depreciation 19.8 23,1 28.9 27.2 33.9 43.0 136.8 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
Internal 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 18.8 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 Savings 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 Inflows 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 Formation® 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 includes stocks
b éﬁcludes local business savings and savings of households including incorporated business

but includes loans to the public sector.

Source : See TAble 3 - 22



TABLE 3 ~ 24

COMPOSITION OF DOMESTIC COMMODITY EXPORTS — TRINIDAD AND TOBAGO 1951-65
(Smn- TT)

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

Petroleum? 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 Fertilizer -~ - - - - - - - 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 2.2 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 Includes stores and bunkers.

Source: Overseas Trade Report, C,S.0., Government of Trinidad and Tobago.




Petroleuma

Sugar and Rum
(export earnings)

Transportationb

Other Services

Net Private Capital

Inflows®

All other sources

Imports of goods and

Services

Movements in Foreign

Exchange Reserves

TOTAL SOURCES

TABLE 3 - 25 209
SOURCE OF FOREIGN EXCHANGE FOR IMPORTS — TRINIDAD AND TOBAGO 1951-65
(Smn TT)

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
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
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
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
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
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
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
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
+12.1 +6.4 49.0 +31.8 -15.5 44.2 +33.0 +14.3 +3.3 -27.7 -20.8 -14.0 +40.4 -31.6 +7.3
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

excludes intermediate and investment income but includes bunkers.

excludes petroleum bunkers.

excludes inflows to the petroleum sector

excludes remitted profits and imported intermediates of the petroleum industfy

See Table 3 -~ 14.

Also Overseas Trade, C.S.0., 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 Deposits Local Assets Advances Total Assets Deposits Assets Agsets

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 o 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

Soﬁrce: Annual Statistical Digest, C.S.0., Government of Trinidad and Tobago.
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TABLE 3 - 27

GROWTH OF POPULATION - TRINIDAD AND TOBAGO 1955-65
('000 persons)

Birth rate per Death rate per Net

Mid-Year 1,000 of 1,000 of Migration Annual Percent

Population Population Population (100 persons) Increase
1955 720.8 41.9 10.4 -1.6 | 3.3
1956 742.5 36.9 9.6 +4.3 3.0
1957 764.9 37.7 9.5 +8.8 3.0
1958 788.6 37.6 9.2 +37.5 3.1
1959 817.0 37.4 9.1 +48.4 3.6
1960 840.3 39.1 7.9 -1.4 2.8
1961 866.7 37.9 7.9 +3.9 3.1
1962 900.4 37.9 7.1 +26.0 3.9
1963 924.2 35.6 7.2 +23.2 2.6
1964 951.0 34.7 7.0 -21.2 2.9
1965 973.9 32.8 6.9 -30.5 2.4

Source: Annual Statistical Digest, C.S.0., Govermment of
Trinidad and Tobago.



TABLE 3 - 28

COMPARATIVE RATES OF GROWTH OF VALUE ADDED AND EMPLOYMENT

TRINIDAD AND TOBAGO 1955 - 1965

All Industries

Public Sectors
Petroleum

Private Domestic Sectors
Manufacturing

Sugar

Other Manufacturing
Agriculture
Construction

All other Industries

Source:

Value Added Employment
12.7 0.2
10.9 5.4
13.7 -5.4
12.4 -0.3
18.0 -0.2

4.5 -2.4
14.8 1.5
5.3 -7.1
23.6 9.4
14.8 2,2

See Tables 3 - 12, and 3 - 13.

Value Added Employment
6.3 3.5
10.9 8.2
1.5 -0.9
7.6 2.8
12.1 4,2
N.A, -2.9
N.A. 8.0
-0.6 4.7
7.6 0.7
9.2 1.5

- /s
212

Value Added Employmer
9.5 1.8
10.9 6.9
7.4 -3.1
10.0 1.2
11.6 2.0
N.A. -2.7
N.A. 4,7
2.3 -1.2
15.3 5.0
12.0 1.8



TABLE '3 =29 213

OUTPUT PER MAN, CAPITAL PER MAN AND CAPITAL/OUTPUT RATIO
TRINIDAD AND TOBAGO 1955 - 1957, 1963 - 1965

($TT)

Capital
Output per Man Capital per Man Outfaut‘Ratioa
$ $

All Industries A 2,292.0 529.7 0.23
B 3,856.4 997.4 0.26
Petroleum 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.
All 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.
All 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 is mot that the conventional ratio of--the stock of
capital to the marginal increase in output. It is a
ratio of average annual investment to average annual
output.

Source: See Tables 3-12, 3-13, 3-20.



TABLE 3 - 30

NUMBER OF NEW JOBS BY INDUSTRY

Industry
All Industries

Public Sectors
Petroleum
Agriculture

Manufacturing

of which Sugar'

Other

Construction

Commerce

Other Services

Source:

1955-60 1960-65
+1,900 +48,600
+9,900 420,700
-4,600 - 700
-21,900 +13,700
- 300 + 8,200
(-1,800) (-1,900)
(+1,500) (+10,100)
+11,100 +1,100
+1,100 +16,800
+6,600 -11,200

See Table 3-12

1955-65

+50,500
+30,600
- 5,300
- 8,200

+ 7,900

(-3,700)
(+11,600)

+12,200
+17,900

-4,600

214



Combined Total
Petroleum

Government Services
Construction

Food, Drink and Tobacco
Wearing Apparel

Other Manufacturing
Services

Transportation and Communi-
cation

TABLE 3 ~ 31 213
INDEX OF MONEY WAGE RATES -~ SELECTED INDUSTRIES 1955-1965
(1955 = 100)
1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
100 107.6 110.2 118.3 118.4 123.7 164.5 172,2 190.5 209.4 221.7
100 115.6 116.0 126.2 126.2 156.7 170.2 170.2 209.1 227.5 260.1
100 102.8 104.1 111.1 124.6 131.6 181.6 185,2 189.8 229.1 236.2
100 107.5 109.4 116.0 119.7 141.,2 146.5 170.9 178.9 184.5 202.0
100 112.1 113.9 122.,7 128.3 148.7 178.1 180.9 196.6 217.6 226.9
100 106.5 111.6 117.4 120.7 135.4 158.6 163.1 165.0 177.6 179.0
100 108.8 111.6 119.0 128.0 142.8 170.4 184.6 198.9 213.4 223.9
100 107.4 111.4 126.0 127.7 149.7 178.2 188.4 192.7 193.5 202.9
100 103.9 108.8 110.2 118.2 136.2 136.6 174.5 182.7 204.0 213.7
100 101.8 106,3 114,3 114;3 114,3 128,1 135,8 151;7 168,1 169,2

Sugar

Source:

Annual Statistical Digest, C,S.0,, Government of Trinidad and Tobago.



Total

TABLE 3 - 32a

PAID EMPLOYEES BY INDUSTRIAL GROUP AND INCOME GROUP_ - 1965

Industrial Group

All Industries

Petroleum

Transport and Communication
Construction

Commerce

Services

Manufacturing

Agriculture

('000 persons

and $TT)

Total Income Group Per Month

Paid

Employees Under $100 $100-199  $200-299  $300-499  $500 +
205.7 76.4 79.7 29.8 13.8 6.0
14.0 0.6 2.1 8.2 2.1 1.3
18.6 3.2 8.4 4.4 2,2 0.4
33.4 6.1 22.0‘ 3.7 1.4 0.2
28.5 9.9 11.1 3.4 2.3 1.8
51.6 20,2 18.3 6.7 5.0 1.4
28.1 13.1 11.0 2.8 0.6 0.7
31;2 23.2 6.8 0.6 0.3 0.2

LY

2.16

Median

Monthly
Income $
133.0
254.0
172.0
148.0
139.5
130.5
108.5

66.5

Source: Continuous Sample Survey of Population No. 6., C.S.0., Government of Trinidad and Tobago.




Industrial Group

Total All Industries
Petroleum
Transport & Communication
Construction
Commerce
Services
Manufacturing

Agriculture

Source:

,TABLE 3 "= 32b

Ty

PAID EMPLOYEES BY INDUSTRIAL GROUP AND,1N99ME§PBOQ?$rﬁl965

Total
Paid

Employees
100

100
100
100
100
100
100

100

See Table 3 -~ 3la.

T

(Pexcent)
Income Group per Month

Under $100 $100-199  $200-299 5360—499 $500 +
37.2 38.7 14.5 6.7 2.9
4.2 14,7 57.3 14.7 9.1
17.2 45.2 23,6 11.8 2,2
18.3 65.8 11.1 4.2 0.6
34.7 38.9 11.9 8.1 6.4
39.1 35.5 13.0 9.7 2.7
46.5 39.0 9.9 2.1 2.5
74.6 21.9 1.9 1.0 0.6

2/6-/



Total

TABLE 3 - 33a 217
PAID EMPLOYEES BY OCCUPATIONAL GROUP AND INCOME GROUP - 1965
('000 persons and TT $)
Total Income Group Per Month Median
X . Paid Monthly
Occupational Group Employees Under $100 $100-199 $200-299 $300-499 $500 + Income §$
All Occupations 205.7 76.4 79.7 29.8 13.8 6.0 133.0
Professional and Technical 15.5 1.0 " 5.7 2,6 ' 3.6 2.6 22400
Administrative, Executive,
Managerial and Clerical Worker 25,1 2.3 11.5 5.6 3.6 2.1 189.0
Craftsman, Production, Process
Worker and Labourer 41,2 14.5 12.8 10.7 2.8 0.4 148.5
Worker in Transportation
and Communication 22.8 5.9 12.3 3.3 1.2 0.1 145.0
Worker in Construction 25.1 5.4 17.5 1.8 0.4 - 141.0
Commercial, Financial and
Insurance Worker 11.6 4.8 3.6 1.7 1.1 0.4 128.0
Service Worker 36.6 21.1 10.9 3.5 0.9 0.2 80.0
Worker in Agriculture \27.7 21.5 5.5 0.4 0.2 0.2 64.0
Source: Continuous Sample Survey of Population No. 6., C.S5.0., Government of Trinidad

and Tobago.



Total

PAID EMPLOYEES BY OCCUPATIONAL GROUP AND INCOME GROUP — 1965

TABLE 3 - 33b

Occupational Group

All Occupations
Professional and Technical

Administrative, Executive

Managerial and Clerical Worker

Craftsman, Production, Process
Worker and Labourer

Worker in Transportation and
Communication

Worker in Construction

Commercial, Financial and
Insurance Worker

Service Worker

Worker in Agriculture

Source:

(Percent)
Total Income Group per Month
Paid
Employees Under $100 $100-199  $200-299  $300-499 $500 +
100 37.2 38.7 14.5 6.7 2.9
100 6.5 36.7 16.8 23.2 16.8
100 9.2 45.8 22.3 14.3 8.4
100 35.2 31.1 25.9 6.8 1.0
100 25.9 53.9 14.5 5.3 0.4
100 21.5 69.7 7.2 1.6 -
100 41.4 31.0 14.6 9.5 3.5
100 57.6 29.8 9.6 2.5 0.5
100 77.6 19.8 1.4 0.6 0.6

See Table 3 - 32a.

T
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Figure 2.

Local and Foreign Content of Petroleum Outlays
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Figure 3.
Petroleum Value Added
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Money Wage Rate and Employment - Petroleum Industry,
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Figure 5.

Labour Productivity .and Money Wage Rate
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Figure 6.

Annuel Percent Changes in Value Added, Net Export
Earnings and Tax Payments of Petroleum,
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Figure 7.

Trend in Value Added in the Public and
Petroleum Sectors.
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Figure Ta.

Trend in Value Added in the Petroleum and Private
Domestic Sectors,
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Figure 8.
. Composition of Commodity Imports
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Figure 9.
Gross Domestic Product by Industiries
(Factor- Cost)
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Figure 10,

General Government Revenues.
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Figure 11,

General Government Expenditures.
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Figure 12

Annuel Changes in Value Added in Petroleum
and the Public Sectors,
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Figure 14, 232

Composition of commodity Imports
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Figure 150

Gross Domestic Flxed Capital Formation
by Industry.
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Figure L6
Gross Domestic Fixed Capitel Formation
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Figure 17. 235

Sourcesg of Finance for Domestic Investments.
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B - Local Business Saving
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Figure 18
Private Domestic Seoior

Inflow of Capital for Inves ment and Changesin Foreign
Assets of COmmercial Banks

1. Private Domeetic Sector Investments
2, Private Capital Inflows (excl, petroleum) :
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Figure 19.

§un T , Domestic Commodity Exportis.
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Figure 20

Sources of Foreign Exchange for Imports
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Figure 21.

Money Wage Rate, Real Wage Rate and Labour
Productivity.
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Figure 22,

Money Wage Rate in Selected Industries.
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