
INTRODUCTION 

It is commonly known that the Balance of Payments (BOP) plays a significant role in those 

economies which are small and open. Many of the transactions which are conducted in 

these countries will have a direct bearing on the foreign reserves which are the lifeblood of 

the economy. In addition, the BOP serves as a guide to Government in implementing 

economic policies.. For these and other reasons accurate compilation of BOP statistics is 

cruci.al to economic management. 

The International Monetary Fund (lMF) has established a BOP manual which stresses 

compilation methods in order to reduce inaci;uracies. \'(fithout this practice global 

aggregation and inteHountry !';omparisons, whkh are of extreme importance in the work 

of organizations like the IMF are difficult. However the approach adopted. by countries 

varies according to their own experiences and priorities. This is true even within small 

regions like Carioom, However consistency in compilation of BOP statistics is of 

paramount importance to the Caribbean espedaUy now that attention is again being placed 

.on regional integration. If this is to become a reaJity, there must be economic convel'gen.ce 

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, 
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The purpose of this paper is to compare compilation procedures for Barbados) Belize and 

Guyana up until 1993, focussing on methods adopted and difficulties encountered) given [heir 

different situations. The following section will address the definitions and conventions of BOP 

items. Section two will deal initially with a background to the present organi2ation of BOP 

compilations in the three above-mentioned countries. This will be followed by the techniques 

used hy these countries and some of the problems they faced in their BOP recordings. A 

sutntn.ary and conclusion then foHow. 

Section 1 

Definitions and Conventions of BOP Items 

The BOP is a systematic 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 

(usually a year). The BOP transactions are divided into the following main groups: 

(a) 

(b) 

current account transactions which cover imports and exports of 

goods and services and transfers; 

investment and other capi.tal which cover public and private 

seaor long..rerm and short-term capital transactions, and other 

capital transactions; and 

(c) official financing which covers changes in reserves~ net borrowing 

from the IMF, net transactions with overseas monetary 

institutions and Government borrowing for BOP support. 
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These descriptions raise tWO questions. What is an economic transaction for BOP purposes? 

Also who is a resident? Economic tmnsactions are exchanges in value. The transactions are 

in principle recorded when the ownership of goods or assets changes and when services are 

rendered. The BOP accounts Me intended to record three basic types of transactions. 

(al 

(b) 

(e) 

flows of real resources, that is, goods and property income; 

changes tn foreign financial assetS and liabilities that arise from transactions; and 

transfer payraents which ate the counterpan of real resources or financial daims 

provided to, or receiv~ from the rest of the world without any quid pro quo. 

Therefore when one of these operations takes place between a resident and a non~resident. it 

is a transaction for BOP purposes. 

The concept of resident comprises not only individuals bur: also institutions, Obvious. 

examples are citizens of the country living there permanently, business enterpris.es and non­

profit organizations located in tbe country. Residency is not always 11 dear concept. however', 

ilnd many cases are decided on the basis of arbitrary rule of thumb, For lnstance a corporation 

is a resident of the country in which it is incQrporated but its foreign branches and. subsidiaries 

are: residents of the country where they are located (See IMF~ BOP Manual paragraph 67(a)}. 

Normally BOP accounts are compiled according to principles outlined in the BOP Manual 

(Fourth Edition) published by the Th1F, Because the principle of double entry bookkeeping 

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



valuation and recording do make this difficult and a balancing item, errors and omissions, is 

induded to offset discrepancies in items of account. 

Section 2 

(aJ Batkground to the Present Organization of Balance of Payments Compilation 

In Barbados, the Central Bank of Barbados has been responsible sin<:e 1976 for compiling and 

publishing the BOP statistics. The work is done in the Bank's Research Department where 

the Statisti.cs section carries ou~ a survey and consolidates the results under the direction of the 

Eeonomlcs section which has ftnal responsibility for estimation and compilation. At present 

there is little coordination with national accounts compilation! since that exercise is undertaken 

by another agency * the Barbados Statistical Service. However figures on tounst expenditure 

in Barbados as 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 the private sector. 

The first comprehensive report on Guyana's BOP in the post Independence period and 

published by the Statistical Bureau, covered the period 196$.1969. Dnring tbe 19705, the 

Statistical Bureau j continued to be responsible for the BOP but only summary data were 

published in the Quarterly Statistical Digest. In the 198.0s, the Statistical Bureau's capacity to 

generate timely and reliable BOP estimates was seriously affected hy resource constraints. 
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Moreover the growth of the parallel economy, encompassing unrecorded trade and capital 

flows as well as multiple exchange rates and migrant transfers, affected the accuracy of BOP 

estimates. However, following the adoption of the Economic Recovety Programme in 1988, 

the setting of BOP targets accentuated the need for effective monitoring of BOP variables 

thereby prompting greater collaboration among source agencies. Thus in recent years the 

compilation of the BOP has become -a joint effort of the Bureau of Statistics and the Bank of 

Guyana with the former focussing on the current account and the latter on the capital account 

and financing. 

(h)' Techniques Used and Problems Faced in the Preparation of Selected BOP Items 

In this section. various items in the BOP have been singled out in order to compare 

compilation methods. The items are those which usually present the greatest difficulty to BOP 

statisticians. Under the current account, attention will be paid to merchandise trade but most 

emphasis will be placed on the services like travel. investment income, and other goods. 

services and incnme. In the capital account, private sector capital movements will be examined 

since it is this category thttt appears to be problematic, 

CURRENT ACCOUNT 

Merchandi'if Trade 

Under merchandise, exports and imports were recorded Lo.b. and c,i.f. respectively by aU three 

countries in accordance with the Fourth Edition of the IMP manual. Information derived 

from the tradestatiscics was adjusted where necessary for coverage, valuation and classjficatton. 



Thus goods for processing and !&eXports. goods for servicing/repair and returned goods should 

be exduded. Guyana found these adjustment$ difficult to effect du~ to inconsistencies and 

omissions which characterize customs documents. Austin (199:;) provided an illustration where 

domestic firms were provided with pre-<:Ut fabrics which were processed into garments and 

exported to North American manufacturers. The processing fee should have been recorded 

as a service item in the BOP, However both flows were recorded as merchandise imports and 

exports respe<:t:ively. The paucity of data arising from inaccurate customs records precluded 

any identification of the service element ~ereby leading to a situation in which both 

merchandise i~ports and exports were overstated. 

The exportation of imported equipment for servicing and repair created a similar problem in 

Guyana. In the absence of enterprise surveys, the service import element could not be 

jdentified~ and this led to overvalued merchandise imports and undervalued services. 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 declanttion of goods exceeding G$l000 in value. However1 acrording to Austin, 

during the last decade. the "suitcase~ trade had been an important source of consumer and 

intermediate imports with traders plying such routes as Miami, Curacao, Barbados. Trinidad 

-and Tobago and other neighbouring ;ountries. The problem here was that the form in 

question was hardly ever completed and suitcase imports were not captured in the trade 

statistics. 
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Barbados experienced very little problems with those imports on which duties were charged 

but very little attention was paid to those imports which were classifted as duty 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 

wncerned, the attention paid to documentation was limited. There is no Customs Valuatlon 

Unit with responsibility for valuing exports. Hence companies which produced solely for the 

export market could actuaUyvary the price of their goods without notice, The CUt-o££ point 

by the Barbados Statistical Service with respect to recording goods is BDS$S,QQ, The level of 

under-reporti.ng in this regard would only be significant in Jarge numbers of goods tell within 

this price range. Belize was. affected by the level of smuggling which occurred at its border 

with respeCt to importS, thereby resulting in under-reporting of this item. 

Services 

(a) 

There was significant variation by the countries on the treatment of this item. In Guyana, 

tourism is still in its infancy, hence less emphasis was placed on Travel than in the case of the 

other countries, Whilst information on arrivals and departures by passengers category and 

average length of stay were obtained from ED cards and processed by the Statistical Bureau, 

data on average daily expenditure by passenger category Wete unavailable owing to the absence 

of scientific visitor surveys. Travel expenditure waS estimated by requestitlg incoming 

passenger.s to complete a form sta:tlng the total amount of money being brought into the 

country, the amount of money that they intended to spend and theif intended address. There 



wm no 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 information on expenditure hy residents on overseas travel since a high level of unrecorded. 

trnvel~re1ated transactions were executed at Cambias where no questions were asked about the 

use of foreign currency. 

Belize had a large numher of "day-trippers" from neighbouring Mexico and Guatemala, and 

as a result the data on total arrivals through the border points with these two countries were 

large (see Mendoza 1993). In order to make estimates for "bona-fidel! tourists, the Central 

Bank of Belize had to make an informed estimate for the percentage of those border arrivals 

that were actually tourists. It was clear that the previous years expenditure data would have 

to he revised since they were based on estimated of 5% rather than 15% which was found 

applicable to the 1991 and 1992 data. The debit entry for travel was captured from the foreign 

exchange permits process by the banking system. 

Tourist expenditure in Barbados was mainly due to long stay tourists although spending by 

excursionists 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 

needed to be noted. TIle first problem was to determine accommodation rates since these were 

a major component of tourist expenditure. Visitor surveys had not been conducted on a 

regular basis. Thus attempts to estimate touriSt expenditure based only on tbese rates l which 

are the COSts reflected only in hotel rates could lead to faulty estimates. Secondly. the published 
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rates are very often not only tbe actual rates. Several tourists visit 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 to provide jnformation on 

discount rates due to the competitiveness of the industry. This could lead to an overestimation 

of tourist expenditure. It was unknown whether there bad been a compromise with respect 

to these two techniques. 

Prepaid packages also result in foreign exchange leakages; for example. -an unknown proportion 

of the COSt of tourist travel may remain the country of origin. In addition, many hotels in 

Barbados are owned by foreigner.s and some proportion of earnings will be repatriated. 

Finally, in Barbados, estimates are based on imended length of stay, which may not necessarily 

be the case in reality. Expenditure by student travellers and medica1 patients was based. 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 

amount of money disbursed hy the commercial banks as pocket funds for travel. Of course 

the category did not capture those funds which did not pass through the banking system but 

which were used for the same purpose. 

(b) Investment Income 

Investment income is broken down into income from direct investment and portfolio 

investment respectively. The countries under consideration aU treated direct investment in a 

way that was consistent with the Founh Edition of the IMF Manual. Barbados, Belize and 



Guyana all defined a foreign direct investment as the foreign o\vnersh;p of 25% or mote 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 law Belizeans were not allowed to invest abroad. the 

credit Item for direct investment income was assurneJ to he zero, Public investment income 

represented interest income from abroad for the Central Bank of Belize and Central 

Government while private investment income was provided by commercial banks in addition 

to the private sector which comprised mainly industries that were allowed to hold foreign 

accounts 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 Secretariat Deht Recording and 

Management System (CSDRMS) which recorded aU transactions and valuations changes and 

calculates the outstanding deht. 

Guyana's situation was somewhat different in that there was non-coverage of the level of 

investment flows in the foreign and local private sector and this had severely hampered the 

serv1ccs account. However, the Bank of Guyana and the Debt Monitoring Unit of the 

Ministry of Finance were the SQurces with respect to investment income flows of the Central 

Bank, the Central Government andPuhlic Enterprises. In Barbados, investment income credits 

and dehits were obtained from exchange control records, direct enquiry and surveys returns, 
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the response rate of which had -averaged about 60% within the last five years and fallen beJow 

55% only once in this period, namely in 1991 (See Table I). 

(c) Other Goods, Services and Income 

In 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 ahove 

category had been widened to include off·shore activity. However, legal and administrative 

impediments hampered the collection of data from off-shore firms, It was also discovered that 

in previous years, Barbados had been treating several foreign insurance companies as non-

resident companies when these companies should have been classified as resident companies. 

This implied that the transactions of these companies with resident compani.es in Barbados 

should have been excluded from the BOP, However, adjustments to back data had been made 

recently and presently only those oompanies which were classified as agents were treated as 

non-resident. Table 2 gives soxne indication as to tbe 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 asslstan..:e in ... >arious fields (Austin 1993). However, the level of nonMresponse had 

been causing difficulty in making reiiable estimates. In Belize~ the Other Goods, Services and 

Income category was broken down into public and private components. Inflows from 

embassies operating in Belize accounted for the highest level of revenue under pubJic services'. 

lprovisional data on Belize for the years i991 and 1992 respectivdy indicate that the average inflows 
from embassies account for approximately 31.5% of revenue under public services, 



This was ohtained from annual surveys. Unlike Barbados and Guyana) there were inflows 

recorded by that country from military transactions and expenditure, the source of information 

being the Central Bank of Belize; commercial hanks and Belize Defence Force. 

In the case of labour income. the deht item for Barhados and Belize was estimated based on 

the number of migrant workers who assisted 1n the agricultural sector. However, it was 

interesting to note that in estimating the credit item for this component, Belize assumed that 

apJ?ro:ximately 70% of the income of these workers was spent in that country. On the other 

hand. in Barbados, the credit item comprised workers' remittances by local farm labourers tn 

North America and the earnings of Barbados seamen serving on foreign shi.pping lines. 

Transfers 

Transfer payments can either be of a governmental or a private nature. Both Barbados and 

Guyana estimated Government transfers from the records of the Ministry of Finance and direct 

enquiry. In Belize, government transfers were estimated from information provided by 

individual organizations or upon request. With respect to private transfers, the direct enquiry 

method~ Exchange Control records and postal orders by the post office were the main sources 

for Barbados and Belize. Private transfers to Barbados usuaUy came from Barbadians living in 

the U.S., Canada and the U.K. However, Belize, (to cite Mendoza 1993) had developed a 

black market for money orders and drafts) hence some of the inflows to that country were 

plcked up in net errors and omissions, This brought into question therefore the reliability of 

the item for Transfers provided in Table 3. 
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While Guyana's foreign exchange flows constituted the basis for estimation! Austin argued. that 

it did not reflt;ct reality due to a number of considerations including: 

(1) 

(2) 

(3) 

(4) 

migrant cash remittances which were often remitted through the mail, courier 

and more recently money transfer facilities; 

the barrel trade was undervalued.; 

emigrants' transfers were undetected; 

the absence of a survey on private non-governmental organizations which had 

been receiving increasing aid in recent years. 

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

official publications. 

CAPITAL ACCOUNT 

The Capi.tal Account comprises public and private sector long-term capital, short-term capital 

and other capitaL This classification allows one to distinguish between speculative and 

investment capitaF. Official records and direct enquiry were the methods by which the level 

of public sector and private capital transactions in Barbados were determined. Public sector 

capital transactions were easier to follow but business firms:. public utilities excepted, were less 

forthcoming with such information. 

"In Barba<los, the major component nf shon-tenn capital is ne; trade credits. In 1992. there were net 
trade credits of over $150 million as firms anticipated an elchange rate adjustment ami moved to reduce OUt-
5I:anding trade credits. 



In Guyana private capital inflows were estimated based on aggregation of the imports of 

foreign enterprises. However, Austin suggested that with the increasing role of the private 

sector in the transition to a market economy, there was need for the refinement of dtrect and 

portfolio investment capital entries in the BOP. Currently a direct investment enterprise is 

defined by the Statistical Bureau as one in which 25% or more of the voting stock is held by 

norHesidents. Austin said that this represented the major type of foreign investment in 

Guyana with multinational corporations operaring in the telecommunication. forestry. gold 

and bauxite mining sector. There was no survey of direct foreign investment and the level of 

cooperation in the provision of data was unacceptable. 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 rate to past surveys of private indw.try 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 transactions and private individuals sought these approvals 

mainly through their attorneys, there were several firms operating which violated this 

regulation and who were unwilling to provide information on the value of land sale if so 

required. There was also a lack of information on direct foreign investt.nent 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 mainly on the compilers' 

observations and esti.mates for activity taking place around the country within the review 

period. 
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Share purchasing from abroad was also a very difficult issue to resolve in Belize. AU 

investments were to be registered with the Central Bank of Belize and its Bank approval was 

required for sale of land and shares to non~residents. Non-residents, in order to meet the latter 

requirement, applied to purchase very small numbers of shares (up to a maximum of ten) in 

a company which was newly incorporated and resident. However, further investments by 

individuals were made without the necessary Bank approval. Many of these co~panies 

received investments but the extent of these investments was difficult CO estimate since they 

would vary from company to company. 

,FOREIGN RES~ 

In this entire discussion this category was by far the ea51C$t to comment on. since there was 

consistency by the three countries involved. Barbados, Belize and Guyana all depended On 

their official records for determining thelr reserve levels and official records are in general 

precise. 

Section 3 

SUMMARY AND CONCLUSIONS 

This paper has attempted to look at some of the methods used to estimate various categor.iC$ 

of the BOP and the problems involved. Barbados was fortunate to obtain most of its 

information by direct enquiryl surveys and exchange control records. Of course difficulties 

may have arisen due to minor timing discrepancies deriving from differences in the accounting 

period and exchange rate valuations, In Barbados, although the response to- the annual SUf\.-ey 



had on average exceeded 60%, this was only a measure of quantity; quality had to be 

preserved by ensuring that the most important entities were surveyed and their returns 

completed. As Barbados moves into the twenty first century, more emphasis 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 tourist receipts. 

Guyana and Belize were also reliant an official records, surveys and direct enquiry. However 

their problems were of a more serious nature. Not only were there problems of data 

collection and processing but in some cases, individuals were unwilling to provide the 

necessary information. In addidon, adequate support staff was: lacking. It: would appear that 

if these problems are to he rectified, then the various groups in these countries will need to 

be made more aware of the importance of accurate BOP statistics. In addition more formal 

training may be reqwred for officers in thu field to make them more efficient but tbis would 

depend on the countries> priorities at the time. It is clear that the problems which confronted 

Guyana and Belize make it exceedingly difficult for them to maintain An adequate BOP 

statistical base. One can only hope that these can be overcome as the Carihbean moves closer 

toward integration. 
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TABLE 3 TABLE " 
BALANCE OF PA YMEl'.,'TS ~ BEUZE BALANCE OF PAYMENTS - GlJYANA 

(US! MlLUON) (US! MILliON) 

CURREm ACCOU1\'T 
15.2 ·!J,2 ·36.3 

ij Merchandise Trade 
Mercl1;mdiseTt1iOe 

.S'H ·99.5 ~1025 Expom Lo,b. 204.7 203.9 239.0 38:1,7 415.5 
Exports (f.o.b.) 129,2 124.1 140.6 Impom c\i.t ·212.4 ·249.5 -244.0 442.7 -483,8 
Imporu (f,i),b.) ISSA 223.6 243.1 

ii} Services (net) 45,0 45.0 35.4 
T mde &.1:1 nce ·7.7 -45.6 -5.0 -61.0 -6S.3 

'travel 3B 41.6 42,9 
Net Servkes &: Unrequited Trarufers -105.6 -102.1 _11J.O ·85.7 -68.1 Investment Income ·8,6 ~9A ~15 2 

Othet 22.1 12.8 7.7 
Non F:\ctar Services (net) 

iii) Trarufm (net) 29A 27,3 30,8 Factor Services (net) -24.5 -21.7 -25\0 ·5,3 ·3,3 

Official 13.1 12,0 12,9 Trnnsfel'$ -102,7 .108.7 ·lC9,Q ~110.4 -93.S 
Private 16.4 15.3 17.9 21.6 2tD 21.0 30,0 29,C 

B. CAPITAl. ACCOUNT 25.1 }4,9 15.0 Current Account Balance -113.3 -147.7 -118,0 ~14G.7 -136.4 

;) Long-Term Capital Flows {net} Z!),3 22.6 17.0 
Official 7.9 8.0 4.9 
Privati;! 21.4 14.6 12,1 CAPITAL ACCOUNT -68.9 -47.3 52.0 123.6 78.1 

Ii) Shan-Term C.tpital flovr.; (net) -4,2 ·7,7 ·2,0 
Merch"nditc lIl'1d Long.Tetm Caplla.l 
tn,,) -51.2 -36,0 36.0 126.6 71.7 

C NET ERRORS AhTI OMISSIONS .27,11 ·!t5 21,7 Non·Financial Public Sector (net) -61.4 -56.1 ·21.0 ·21.3 4.0 

D. CHANGE IN'RESERVES 2ilS ·1.4 
Disbursements 40A 65.2 22"0 26.0 54.'J 

~125 AmQrtization -IOU _121.3 ..-J3.C -47.3 ·50.0 
(minus .. increase) Private Sector (net) 9.2 16.4 2!LO 137.9 63.3 

Source; Annual Report and Au:ouots (1992) Shon-Term Capjra.1 (net) -17.7 -11.3 16.0 ., C 6.4 
("A!ntral Bank of Belize 

ERRORS AND OMiSSIONS LO U ·16,2 8.6 

OVERAIJ. BALANCE. ·181.2 -193.7 -<>6.0 ·39,') -49] 

Source; Statistic.u Bulletin - funk !)f GU}-ana 
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