BALANCE OF PAYMENTS STATISTICS
FOR BARBADOS, GUYANA & BELIZE

INTRODUCTION

It is commonly known that the Balance of Pavments {BOP} plays z significant role in those
economies which are small and open. Many of the transactions which are conducred in
these countries will have 2 divers bearing on the foreign reserves which are the lifeblood of
the economy. In eddition, the BOP serves as a guide 1o Governmesnt ia implementing
economic policies.. Tor these and other reasons accurate eompilation of BOP statistics is

erucial to economic management.

The International Monetary Fund (IMF} has established 2 BOP manual which stresses
compilation methods in order to reduce inmaccuracies. Withour this practice global
aggregation and inter-country comparisons, which are of extreme importance in the work
of organizations like the IMF are difficult. Howewer the approach adopted by countries
varies according to their own sxperiences and priorides. This is true even within small
regions like Caricorn.  However consistency is compilation of BOP statistics is of
paramount importance to the Caribbean especially now that artention is again being placed
on regional integration. If this is 1o become a reality, there must be economic convergence
in many areas, including the indicators of external viability. External sector comparisons

can be made much easier if Caribbean countries adopt similar approaches to compilation.



The purpose of this paper is 10 compare compilation procedurss for Basbados, Belize and
Guyana up uaril 1993, focussing on methods adopted and difficulties encountered, given their
different situations. The following section will address the definitions and conventions of BOP
irems. Section two will deal inidally with 2 background to the prosant arganization of BOP
compilations in the three above-mentioned countries. This will be followed by the techniques

used by these countries end some of the problems chey faced in their BOP reeordings. A

summary and conchusion then follow.

The BOP is a systemanic record of all economic transactions between the residents of a
reporting country and the residents of the rest of the world over a specified period of time
(asually 2 year). The BOP transactions are divided into the following main groups:
@ corrent account transactions which cover imports and exports of
goods and services and transfers;
() investment and other capital which cover public and private
sector longterm and shortterm capital transactions, and other
capital transactions; and
{5 official financing which covers changes in reserves, net borrowing
from the IMF, pet transactions with overseas monetary

“instizurions and Government borrowing for BOP support.

These descriprions ralse two questions. What is an economie transaczion for BOP purposes?
Also who is a resident?  Ecomomic transactions are exchanges in value, The vansactions ave
in principle recorded when the ownership of goods or assers changes and when services are
rendered. The BOP accounts are tnteaded to record three basic types of transactions.

@) flows of real rescurces, that is, goods and propeny income;

@} chasges in foreign financial assers and liabilities thas arise from transactions; and

(&)  sransfer payments which are the counterpart of real resources or financial claims

provided to, or received from the rest of the world withour any quid pra quo.

Therefors when one of these operations rakes place between a resident 2ad a non-resideny, it

is 2 tramsaction for BOP purposes.

The concept of resident comprises not only individuals bur also institutions.  Obvious
examples are ¢itizens of the country living there permanently, business eaterprises and non-
profit organizations located in the country, Residency 1s not always a elear concept, however,
and many cases are decided on the basis of arbitrary rale of thumb, Feor instance a corporation
is a resident of the country in which it is incorporated but i3 foreign branches asd subsiharies

are residents of the country where they are located {See IMF, BOP Manual parageaph 67{).

Neormally BOP accounts are compiled according to principles outlined in the BOP Manual
{Fourth Edition} published by the IMF, Because the principle of double envry bookkeeping

is shserved, then in theory the BOP should balance. In reality however differences in timing,



waluation and recording do make this difficult and 4 balancing ivem, srrors and omissions, is

mcluded to offset discrapancies in items of account.

Section 2

(#)  Background to the Present Organization of Balance of Payments Compilation

In Barbados, the Central Bank of Barbados has been responsible since 1976 for compiling and
publishing the BOP statistics. The weork is done in the Bank’s Research Departmens where
the Satistics section carries out 4 survey and consolidates the results under the direction of the
Ecenomics section which has final responsibility for estimation and compilation. At present
there is little coorditation with national accounts compilation, since that exercise is undertaken
by another agency - the Barbados Stavistical Service, Howover figures on tourist expenditure

in Barbades a5 well as information on visible trade are obtained from that agency.

The compilation of the BOP statistics in Belize is done mainly with the use of primary data
from the Central Statistical Office, the Central Bank of Belize and commercial banks, the

Ministry of Finance and che private sector.

The first comprehensive report on Guyama's BOP in the post Independence period and
published by the Statistical Bureau, covered the period 1965.1969. During the 19705, the
Statistical Buresu, continued to be responsible for the BOP but only summary dava were
published in the Quarterly Statistical Digest, In the 19805, the Stavistical Bureau’s capacity 1o

generate timely and reliable BOP estimates was seriously affected by resource constraints.

Moreover the growth of the parallel economy, encompassing unrecorded trade and eapital
flows as well as multiple exchange rates and migrant transfers, affected the accuracy of BOP
estimates. However, following the adoption of the Economie Recovery Programme in 1588,
the setting of BOP targets accencuated the need for effecrive monitoring of BOP variables
thereby prompting greater coflaboration ameng source agencies. Thus in recent yeoars the
compilation of the BOP has become a joins effors of the Bureau of Statisties and the Bank of
Guyana with the former focussing on the current account and the latter on the capital account

and financing.

{(b] * Techniques Used and Problems Faced in the Preparation of Sclected BOP Items
In this section, various items in the BOI* have been singled out in order to compars
compilation methods. The items are those which vsually present the greatest difficuley 1o BOP
statisticians. Under the current account, attention will be paid to merchandise rrade but most
emphasis will be pliced on the services like travel, investmment income, and other goods,
services and income. In the capital account, private sector capital movements will be examined

since it is this category thar appears ta be problematic,

CURRENT ACCOUNT

Merchandise Trade

Under merchandise, exports and imports were recorded £.0.b, and ¢.i1.£. respectively by all three
countries in sccordance with the Fourth Fdition of the TMF manual. Information derived

from the trade statistics was adjusted where necessary for coverage, valuation and classification.



Thus goods for processing and re-exports, goods for servicing/repair and returned goods should
be excluded. Guyana found these adjustments difficult o effers dug 1o inconsistencies and
omissions which characterize customs documents. Austin (1993} provided an llustration where
domestic firms were provided with pre-cut fabrics which were processed into garments and
exported to Nerth American manufacturers, The prof:essing fee should have been recorded
as 4 service ftem in the BOP, However both flows were recorded as merchandise imparts and
exports respectively, The paucity of data arising from inaccurate customs racords precluded
any identification of the service element thereby leading to o sitvation in which both

merchandise imports and exports were overstated.

The exportation of imported equiprment for servicing and repair created a similar problem in
Guyana, In the absence of enterprise surveys, the service import element could not be
identified, and this led to overvalued merchandise imports and undervalued serviess. There
was yet another problem in the merchandise trade account for Guyana which needed to be
highlighted. A form should have been completed by returning residents at ports of entry and
required declaration of goods exceeding G$1000 in valve. However, accerding to Austin,
during the last decade, the "suitease” crade had been an important source of consumer and
intermediate imports with traders plyiag such routes as Miami, Curacao, Barbados, Trimdad
and Tobago and other neighbouring ;oun{z‘iﬁ& The problem here was that the form in
question was hardly ever completed and suitcase imports were not captured in the trade

stazingics,

Barbados experienced very little problems with those imports on which duties were charged
bt very Iintle attention was paid 1o those imports which were classified as duiy free. There
were some imports which the Customs Department did not treat as commercial goods but
which were classified this way by the Barbados Statistical Service. As far as exports were
woncerned, the attention paid 1o documentation was limited. There is no Customs Valuation
Unix wéziz responsibility for valuing exports. Hence companies which prodused salely for che
export market could actually vary the price of tbﬁi; goods without notice. The cur-off poine
by the Barbados Stavistical Service with respect to recording goods is BIIS$5.00. The level of
under-reporting in this regard would only be significant in large numbers of goods fell within
this price range. Belize was affected by the tevel of souggling which occurred at its border

with respect to imports, thereby resulting in under-reportng of this irem.

Seruices

{a} el

There was significent variation by the countries on the tremment of chis tem. In Guyana,
tourism is still in its infancy, hence less emphasis was placed on Travel than in the case of the
sther countries, Whilst Informarion on arrivals and departures by passengers category and
average lengrh of stay were obtained from ED) cards and processed by the Statistical Bureau,
data on average daily expenditure by passenger category were ungvailable owing o the absence
of scientific visitor surveys. Travel expenditure was estimated by requesting incoming
passengers to complete a form stating the total amount of money being broughe into the

country, the amount of meney that they intended to spend and their intended address. There



was 1o coverage of expenditure by Guyanese students abroad, and by foreign students in
Guyana. The foreign exchange records of the Bank of Guyana did not provide a useful source
of inforrmation on expenditure by residents on overseas travel since a high level of unrecorded
travel-related transactions were executed at Cambios where no questions were asked about the

usz of foreign currency.

Belize had a large sumber of “day-trippers” from neighbouring Mexico and Guaternala, and
as 2 result the data on toral arrivals throngh the border points with these two countries were
farge (see Mendoza 1593}, In order to meke estimates for "bona-fide® vourists, the Central
Bank of Belize had vo make 21 informed estimmate for the percentage of those border arrivals
that were actually tourises. It was clear that the previous years expenditure data would have
to be revised since they were based on estimated of 3% rather than 15% which was found
applicable to the 1997 and 1992 data. The debiz entry for travel was captured from the foreign

exchange permits process by the banking system.

Tourist expenditure in Barbados was mainly due ro long stay tourists although spending by
sxcursionists had been on the rise recently. The figures for this item were provided by the
Barbados Statistical Service. However in the estimation of tourist expenditure, some things
reeded to be noted. The first probles: was to determine accommodation rates since these were
2 major component of tourist expenditure, Visitor surveys had not been conducted on o
regular basis, Thus arrempts to estimate tourist expenditire basad only on these rates, which

are the eosts reflected only in hotel rates could lead 1o faulty estimates. Secondly, the published

rates are very often not only the actual raws. Several tourists visiv Barbados on prepaid
packages so that the rate paid to the hotel is well below the advertised rate. This suggests
some level of discounting but hotels have always been reluctant o provide information on
discount rates due te the competitiveness of the industry. This conld lead to an oversstimarion
of tourist expenditure. It was unknown whether there had been a compromise with respect

to these two techniques.

Prepaid packages also result in foreign sxchange leakages; for example, an unkoown proportion
of the cost of tourist travel may remain the country of origin. In addition, many hotels in
Barbados are owned by foreigners and some proportion of sarnings will be repatriaved.
Finally, in Barbados, estimates are based on intended length of stay, which may not necessarily
be the case in reality. Expenditure by student vravellers and medical patients was bused on a
survey of schools and other educational institutions and hospitals. The debit entries for all of
these items were obtained from exchange control records, This took into consideration the
zmount of money disbursed by the commercial banks as pocket fands for travel. Of course
the categery did net capture those funds which did not pass through the banking system but

which were used for the same purpose.

by est

Investment income is broken down into income from direct imvestment and portfolio
investment respectively. The countriss under consideration all treated direct investment in 3

way thet wes consistent with the Fourth Edition of che IMP Manual. Barbados, Belize and



Guyana all defined a foreign direct investment as the foreign ownership of 23% or more of the

voting stock of an enterprise.

Some interesting differences did exist nonetheless for investment income with respect to the
countries under consideration. Since by Tow Belizeans were not allowed to invest abroad, the
credit irem for direct investment income was assumed 15 be zero. Public investment income
represented interest inceme from abroad for the Central Bank of Belize and Central
Governmant while private mvestiment income was provided by commercial basks in addicion
to the private sector which comprised mainly industries that were allowed o hold foreign
acequnts such as the sugar industry. The debt item on direct foreign investment as well as
interest income paid abroad was obtained from exchange control records on remittances. The
interest on public debt was obtained from the Commonwealth Seceetariat Debt Recording and
Managemesnt System {CSDRMS} which recorded all transactions and valuations changes and

calculates the outstanding debt.

Guyana’s sitnation was somewhat different in that there was non-coverage of the level of
investment ffows in the foreign and loeal privare sector and this kad severely hampered the
serviges account, Flowever, the Bank of Guyanma and the Debt Monitoring Unit of the
Ministry of Finance were the sources with respect to investment income flows of the Centeal
Bank, the Central Government and Public Enterprises. In Barbados, investment income credits

and debits were obtained from exchange control records, divect enquiry and surveys returns,

the response rate of whick had averaged about 60% within the st five years and fallen below

55% only once in this period, namely in 1991 {See Table 1),

{© Qrther Goods, Services and Income

1n Barbados, the components of this category were estimated either from direct enquiry,
Exchange Control records or the Accountant General’s records. Within recent times the above
category had been widened to include off-shore activity. However, legal and administrative
impediments hampered the collection of data from off-shore firms. k was also discovered that
in previous years, Barbados had been treating several foresgn insuratice companies as non-
resident companies when these companies should have been classified 25 resident companies.
This implied that the cransactions of these companies with resident companies in Barbados
should have been excluded from the BOP. However, adjustments 1o back data hed been made
recently and presently only those companies which were classified as agents were treared as
pon-resident. Table 2 gives same indication as to the magnitude of the adjustments which

were made following the correct treatment of insurance companies.

Under the Economic Review Programme, Guyana was benefitting from a high level of
technical assistance in various fields (Austin 1993). However, the level of non-respense had
been causing difficulty in making reliable estitnates. In Belize, the Other Goods, Services and
Income category was broken down inte public and privete components. Inflows from

embassies aperating in Belize accounted for the highest level of revenue under public services’.

'Provisiorsl dxta on Belize for the years 1991 and 1992 respectively indivate that the average inflows
{rom embassies aceound for approximately 31.5% of wvenue under pulilic services,



"This was obrained from annual surveys. Unlike Barbados and Guyana, there were inflows
recarded by thar country from military transactions and expenditure, the source of information

being the Central Bank of Belize, commercial banks and Belize Defence Force.

In the case of labour income, the debt item for Barbados and Belize was esztimared baseei on
the number of mnigrant workers who assisted in the agricultural seeror. However, it was
interesting to note that In estimating the credit item for this component, Belize assumed that
approximately 70% of the income of these workers was spent in that country, On the other
hand, in Barbados, the eredit item comprised workers' remittances by local farm labourers in

North America and the earnings of Barbados seamen serving on foreign shipping Lines.

Transfers

Transfer payrments can either be of 2 governmental or a private nature. Both Barbados and
Guyana cstimuted Government transfars from the records of the Ministry of Finance and direct
enquiry. In Belize, government transfers were estimated from information provided by
individual organizarions or upon request, With respect te private transfers, the direct enquiry
methad, Exchange Control records and postal orders by the post office were the main scurces
for Barbados and Belize. Private transfers to Barbados usually came from Barbadians bving in
the U, Canada and the UK. However, Belize, (to cite Mendoza 1993) had developed a
black market for money orders and drafis, hence some of the inflows to that couniry were
picked up in net errors and omissions, This brought into question cherefore the reliabilicy of

the item for Transfers provided in Table 3.

While Guyana’s foreign exchange flows constituted the basis for estimation, Austin argued that
it didd not reflect reality due to 2 number of considerations including:
{1}  migranc cash remittances which were often remitted through the mail, courier
and more recently money transfer facilities;
{2)  the barrel trade was undervalued;
{3 emigrants’ transfers were undetected;
{4)  the absence of 2 survey on private non-governmental organizations which had

been receiving incressing aid in recent years.

"This had led to an apparent sluggishness in the trend for net transfer payments shown in the

official publications.

CAPITAL ACCOUNT

The Capital Account comprises public and private sector long-term capital, short-term capital
and other capital. This classification allows one 1o distingnish berween speculative and
investment capital’. Official records and direct enquiry were the methods by which the level
of public sector and privare capital transactions in Barbados were determined. Public sector
capital transactions were easier to follow bur business firms, public utilities excepted, were less

forthcoming with such information.

*In Barbedos, the major component of shorr-ierm capital is nes trads aredits, In 1992, rthere wese nex
trade eredits of aver $150 miltion a3 firms anticipated a0 exchange rate adiustinent and moved to reduce oti-
standing teade oredis.



In Guyana private capital inflows were estimared based on aggregation of the imparts of
foreign enterprises. However, Austin sugpested that with the increasing role of the privers
sector in the transition to a market economy, there was need For the refinement of direct and
pertfolic investment capital entries in the BOP. Currently o direct investsuent enterprise is
defined by the Statistical Bureau as one in which 25% or more of the voting steck s held by
non-resicents,  Austin seid that this represented the major type of foreign investment In
(uyana with multinational corporations operating in the telecommunieation, forestry, gold
and bauxize mining sector. There was no survey of direct foreign investment and the level of
cooperation in the provision of data was unscceprable. Some enterprises submitted planned

rather than actual investment flows,

In the case of Belize, Mendoza said that direct foreign investment credits had to be estimated
since the response raze 1o past surveys of private industry had not been good, A case in point
related to investment (through a notional company) in real estate. While Central Bank
approval was required for such traneacrions and private individuals sought chese approvals
mainly through their attorneys, there were several firms operating which viclated this
regulation and whe were unwilling 1o provide information on the valug of land sale if so
required. There was also a Jack of information on direct forzign investment concerning the
flow of funds or goods {paid for abroad) to Belize. Thus as far as the BOP in Belize was
concerned, the direct foreign investment category depended mminly on the coropiless’
observations and estimazes for activity taking place around the country within the review

period.

Share purchasing from abroad was also a very difficult {ssue to resolve in Belize. All
investrnents wers to be repistered with the Central Bank of Belize and its Bank approval was
required for sale of land and shares to non-residents. Nom-residents, in order to meet the latter
requirement, applied 1o purchase very simall numbers of shares (up te 2 maximem of ten) in
z company which was newly incorporated and resident. However, further investments by
individuals were made without the necessary Bank approval. Many of these companies
received investments but the extent of thess investments was difficult to estimate since they

would vary from company to company.

FOREIGN RESERVES

In this entire discussion this caregory was by far the casiest to comment on, since there was
consistency by the three countries involved. Barbados, Belize and Guyana all depended on
their official records for determining their reserve levels and official records are in general

precise.

Section 3

SUMMARY AND CONCLUSIONS

“This paper has attempted to ook ar some of the methods used to estimate various cazegories
of the BOP and the problems involved. Barbados was formunate to obeain most of its
information by direct snquiry, surveys and exchange control records. OF course difficulties
may have arisen due to misor timing discrepancies deriving from differences in the accounting

period and exchange rate valuations. Tn Barbaduos, although the response to the annual survey



had on average exceeded 60%, this was only a measure of quantitys  quality had to be
preserved by ensuring that the most important entities were surveyed snd their returns
completed. As Barbados moves into the rwenty fisst century, ssore ephasis is being placed
on tourism. This means that positive steps will have to be taken to address the problem which

existed and still exists with regard to estimating tourst receips,

Guyana and Belize were also reliant an official records, surveys and direct enguiry. However
their problems were of & more serious natre. Not only were there problems of duta
collection und processing but in some cases, individuals wers unwilling to provide the
necessary information. Tn addition, adequate support staff was hacking, It would appear that
if these problems are to be rectified, then the various groups in these countries will need 1o
be made more aware of the impertance of accurate BOR statistics. In addition more formal
training may be required for officers in this field 1o make them more efficient but this would
depend on the countries” priorities at the time. Tt is clear that the problems which confronsed
Guyana and Belize make it exceedingly difficult for them to maintain an adequate BOP

statistical base. One ean only hope rthar these can be overcome as the Caribhean maves dloser

toward integration.

TABLE1
SUMMARY OF BALANCE OF PAYMENTS SURVEY - BARBADOS

Manufacturing

43.8 63 7.4
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613

66,0

57.1

40.5
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All Crher
TOTAL

55.8 52.8 352 67.9
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Source: Centeal Bank of Barbades

TABLE 2

Balance of Payments - Burbados
{BDS$ Million)
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TABLE 3
BALANCE OF PAYMENTS - BELIZE
{US$ MILLION)

R

CURRENT ACCOUNT i5.2
1 Merchandize Trade 532
Esporis fob} 1392

Impons fob) 1384

i} Services fnex) 4540
Travel 313
Investment Insome -84

nher 221

(83 Transfers {met) 294
Cficial 131

Private 154
CAPITAL ACCOUNT 251
i) Long-Term Capital Flows {net} 3.3
Official 79

Private 214

ij) Short-Term Capital flows (ney) 4.2
MET EREGRS AND OMISSIONS 2738
CHANGE N RESFRVES -12.8

[ainng = incoease)

1243

450
414
2.4
i23

]
2.8
i53

149

26

8.0
4.6
77

8.5
208

w9
136

7.0

4.9
121
2.0

27
<14

Seures Azwnesl Report and Accouots (1993

Central Bask of Belize
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TABLE 4

BALANCE OF PAYMENTS - GUYANA
(U$$ MILLION)

25

CURRENT ACCOUNT
Merchandise Trade
Faports Lab. 4.7
tmports cid. 2124
TFrade Balance FF
Net Services & Unrequited Transfors <1054
Nen Factor Services (net)
Facter Smvices fnet} -24.3
Transkers -2
218
Current Account Bakanee -113.3
CAPITAL ACCOUNT -68.9
Merchandise and Long-Term Capital
et 512
Non-Financial Public Szetor fuo1) 614
Dishussements 40.4
Amortization -iGiE
Private Secror () 22
Shorv-Teem Capital {net) 177
BRRORS ANT OMISSIONS 18
OVERALL BALANCE -181.2

e
<2495
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-138.7
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Binds
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-3.3
3.8
3L

-136.4

40
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-30.0
63.3

6.4

3.5
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Sovrce Stasisica! Bulletin - Bank of Guyana
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