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PREFACE AND ABSTRACT

This report is derived from an IBRD economic mission to The
Commonwealth of The Bahamas in May 1985, led by Mr. R. J. Robinson. The
mission consisted of Ms. D. Velasco (IBRD), Ms. N. Pirnia (IBRD),
Mr. P. Joyce (IMF) and Mr. D. Davis (consultant). The mission received
assistance in the assessment of the technical assistance needs from the
United Nations Development Programme, consisting of Ms. B. McSweeney (UNDP
Representative for The Bahamas), Ms. A. Ebanks (UNDP, Jamaica) and
Mr. M. Salzman (UNDP, New York). As is IBRD practice, individual profiles
of technical assistance needs and project plans are not included in red
cover reports. Further details on specific technical assistance needs may
be obtained from UNDP (Jamaica) or from IBRD.

This report reviews the recent performance of The Bahamas
economy, and analyses development issues and prospects facing The Bahamas.
The economy has performed moderately well in the early 1980s, recording
positive economic growth with no balance of payments problems, and with an
improved fiscal position. Much of this good performance can be attributed
to the steady growth in tourist arrivals. The outlook for the rest of the
decade is very positive, given the expected continued growth in this sector
in response to the projected buoyancy of the US economy.

Notwithstanding the positive recent performance and outlook,
significant development issues face the economy: (i) external
vulnerability deriving from dependence on tourism earnings will require
continued vigilance by the authorities; (ii) the competitiveness of the
economy, and of the tourism sector in particular, will need to be ensured
through moderation in wage settlements, and the encouragement of efficiency
improvements; (iii) greater attention will need to be paid to the regional
distribution of growth, and to the encouragement of growth outside New
Providence; (iv) given the expected growth in labor supply, appropriate job
creation policies will be necessary,; and (v) the operating efficiency of
the public sector will require continued upgrading.



CURRENCY EQUIVALENTS

Currency Unit = Bahamian Dollar

Since February 1973

B$1.00 = US$1.00

Between December 1971 - February 1973

US$1.00 = B$0.97

Prior to December 1971

B$1.00 = US$1.00
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COUNTRY DATA - THE COIUONW-ALTH OF THE BANANAS

AREA POPULATION DENSITY

13.942 km2 0.222 million (end 1983) 16.0 par km2

Annual Rato of Growth, 2.35 (frcm 1973 to 1983) 330 per km2 of orable land

POPULATION CHARACTERISTICS (1983) HEALTH 1978

Crude Birth Rote (per 1,000) 23.8 Population per physician 1459

Crude De th Rate (por 1,000) 5.0 Population por hospital bsd 245

Infant Mortality (per 1.000 live births) 22.7

INCOME DISTRIBUTION (1977) ACCESS TO ELECTRICITY (1978)

S of national Inconmo higheat qulntile 48.4 S of populatlon - urban 90.0

lowest qulntilo 2.5 - rural

ACCESS TO PIPED WATER (1976) EDUCATION (1978)

Z of population - urban 100.0 Adult literacy rate Z 93.0

- rural 13.0 Prlmry school enrol Imt I 98.5

NUTRITION (1977)

Calorie Intake as Z of raqulreants 96.0

Per capita protein Intake 38.3

GNP PER CAPITA In 1984t US$4 26 0a/

GROSS NATIONAL PRODUCT IN 1984 ANNUAL RATE OF GROWITH Q, constant prices)

US$ Min. _ 1979-83 1984

GNP at Narket Prices 1537.9 100.0 3.0 6.4

Grosa Domatic Invnctmnt 355.5 23.1 18.7 -2.4

Gross Natlonal Savings 239.6 15.6 9.3 2.0

Current Account Baiance 23.6 1.5

Exports of Goods, NFS 1264.3 82.2 4.7 9.8

Importa of Goods. NFS 1072.3 69.7 6.7 6.8

GOWEJif FINANCE

ConsolIdated Public Secter Central Oovsrmnnt

(e muillion) I of 0P (s millilon) Sof et0

1963 1964 1963 1984 1983 1984 1983 1964

Current Receipts .. .. .. .. 314.0 347.3 20.2 20.4

Curront Expenditure .. .. .. . 318A6 342.1 20.5 20.1

Current Surpluc 23.8 69.1 1.5 4.1 -4.6 5.2 -0.3 0.3

Capitol Expenditure* 95.7 49.2 6.2 2.9 19.2 10.4 1.2 0.6

External Finance (net) 6.2 -27.5 0.4 -1.6 . *

I/ Atlas Methodelogy

not awllabli

not appilcable
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OMIOlIT DATA - DOE 011MM.TH OF THE aC Wl

MIOff aIT and PRICES IXe lIS IS2 13 1964

Liabilitles to Private Sectr b/ 356.0 3M5 416.9 5XO 553.7

SfA Credit to Public Sector 7 75.0 5.4 2.5 147.4 117.4
kIak Credlt to Private o 6Sector / 366.7 443.4 462.4 509.7 534.9

Ipereatg or inex Mars)

LiabilIties to Privte Sectr as S ofW 32.5 34.e 33.S 328 31.4

Retail Prica ladX (1971 * lCD) 191.3 212.5 225.4 2344 243.8

A_ml parosainto clasp Ins

Oaeral Price iuex 12.1 11.1 6.1 4.1 3.9

B6am credit to Piulic Sector w 17.9 45.4 14.7 -20.4

axk redit to Private Sctor . 14.7 8.5 5.7 4.9

WbLE OF PAYISITS

1511 1112 156 1954

(Millions UIW

Export of com, IFS S 61.2 103t.3 1153.5 124.3

berto at oeds. IFS S S.7 .9 1005.3 1072.3

ReOrce Cap 71.5 51.4 146.2 172.0

Factor Psannts Int 136.6 114.9 122.8 153.8

_t Traneftra -13.9 -17.7 -10. -14.6

Balanc on Corrent Ao,at 41.2 -34.2 1I.1 23SA

1t OM. OECEMIIIE R 31, 1964

Private Capital 104.7 -2.5 -14.7 -26.6

Publlc Debt ltel. grnt 2d.5

Phibic Capitai (not) 71.4 66.4 62 -27.5 Naa4wraated Private Debt

Tebla eobtotedirg S OiXeraed

C Inge In Raeres 7.9 13.3 10.1 3M0

DBST i0 RATIO tr0r 151 C1

Pubiic Debt, Olc. gunranted 4.S

M-Sar toed Private Debt

Tobl outotondieg A Dlabrad.

RMTE OF EXOWlE ieIALM 1INDI, latet maoth) (Miliion II,

iI IDA

582.00-661 .00
lMdialoraed

Outtoadiag Ila. lbdiebu dr7ed

a/ Ratle of Oebt Service to Expwto ot bade and Not star Sorvioa.

b Operratima at tin omercial banks.

. t aI fable

.nt applirbb
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SUMMARY AND CONCLUSIONS

Recent Economic Developments

i. The economy of The Bahamas has performed moderately well in the
early 1980s. The economy is highly dependent on the tourism sector, and
its overall performance is largely determined by the performance of this
sector, as it accounts directly and indirectly for 35% of GDP and 50% of
employment. Thus, tourist arrivals have grown every year in the 1980s
except 1981, when there was a 10% decline, and GDP growth has mirrored
this, averaging 3% a year over the period, with a similar performance
expected in 1985. This positive growth in export earnings has permitted a
steady improvement in the balance of payments, with a current account
surplus in 1984 equivalent in 1.4% of GDP, and, with net additions to
official foreign assets in every year since 1979, net official foreign
exchange reserves stood at the equivalent of about 8 weeks of imports by
the end of 1984. The growth of tourist arrivals has also encouraged high
levels of investment, particularly in the construction of new facilities,
and investment has averaged about 21% of GDP throughout the period. With
its close dependence on the US economy, including au exchange rate of
US$1.00 = B$1.00, price inflation has been low in recent years, and
although this has also been matched by moderate wage settlements,
nevertheless real wages have been increasing.

ii. Since 1982, the financial position of the public sector has
improved from an overall deficit of $68 million (5% of GDP) to a surplus of
$51 million (3% of GDP) in 1984. This improved performance reflects four
developments: (i) reduced capital expenditures following the completion of
major hotel construction projects; (ii) a very significant improvement in
the performance of the non-financial public corporations; (iii) modest
growth in current expenditures; and (iv) buoyant tax revenue, particularly
from duties relating to imports for the tourism sector. The hotel
construction mentioned above did result in a rapid growth in external debt
in 1981 and 1982, rising from US$100 million in 1980 (8.4% of GDP) to a
peak of US$238 million in 1983 (15.3% of GDP), although this remains within
very manageable levels, with debt servicing well below 10% of export
earnings.

iii. The outlook for the Bahamian economy is very positive, determined
largely by the projected growth in tourism stopover visitors. This growth
is largely dependent upon the growth in US GNP, but, given World Bank
estimates for this growth, and historic elasticities, it is projected that
the Bahamian economy should grow by an annual average of about 4.0% over

- ix -



the next five years. With other supporting assumptions (as detailed in
Chapter IV), the resource balance should widen slightly to a peak of 12.2%
of GDP in 1990, but decline hereafter to a level comparable to that of 1983
and 1984. If the various Central Government revenue enhancement measures
bear fruit, public sector performance should continue to improve, with a
positive Central Government current account balance rising to 2.3% of GDP
by 1990, and remaining at this level thereafter. The main difficulties
will occur from 1985 to 1989, when there is a bunching of total external
debt amortization requirements, which total $200.0 million, as a result of
the short term hotel construction loans taken out by the Government in 1981
and 1982. If this amortization schedule is adhered to, then significant
domestic borrowings (an additional $164.0 million from 1985 to 1989 over
and above the generated surplus of the National Insurance Board) will be
required. A more viable option would be to refinance some of the external
debt obligations to encompass longer repayment schedules, and initial
discussions have been undertaken in this regard.

Development Policy and Sector Issues

iv. Overall Policy - While the economic performance over the past
three years has been very good, and the near term outlook is also positive,
it is important to recognize that the country's ready susceptibility to
external events imparts a volatility to economic performance on a year to
year basis. Government efforts to diversify the economic base may serve to
reduce this volatility in the long term, but in the interim, considerable
vigilance will be required, particularly with regard to developments in the
balance of payments and the expansion of domestic credit. In general,
medium term economic policy may be broken into four broad objectives.
First, there is a need to ensure that the cost competitiveness of the
country's leading sectors is not eroded. This will require continued
efforts to moderate wage demands and to encourage efficiency improvements
in both the distribution system and the provision of utility services. It
will also be important to avoid import substitution policies that require
high protective tariffs or quotas to maintain. Second, greater attention
needs to be focused upon the regional distribution of future growth and the
infrastructure and economic opportunities available in the Family Islands
(all islands other than New Providence and Grand Bahamas) require special
attention. Third, given the high percentage of the population under
sixteen years of age, and the projected volume of school leavers,
appropriate job creation still remains a major priority. This goal is, to
some extent, related to the goal of a greater regional balance to future
growth, insofar as the heavy migration to New Providence places further
strains upon the social and economic infrastructure and the islands' job
absorptive capacity. Finally, given the increasing sophistication of the
economy, the operating efficiency of the whole public sector will require
continual upgrading. Administrative procedures need to become less time
consuming with enhanced interactions between the various components of
Government, especially as it relates to foreign investment.



v. Public Sector Current Operations - The Bahamas' tax structure is
inelastic with respect to both money income and increases in real national
income. The heavy dependence on external tariffs as a source of revenue
imparts a regressive bias to the tax system, and, given the high specific
tariff rates on some items, the flexibility of the tax system, and hence
Government's fiscal flexibility, is severely constrained. The basic
challenge is to find means to enhance the tax base, without affecting the
tax haven status and image of the country. The Government has adopted two
approaches to this conundrum. The first involves improvements in the
collections of the present system, particularly with regard to property tax
collection. Second, the Government has considered raising user fees for
certain Government services. Both approaches could yield substantial
revenue enhancement, dependent upon the rigor of enforcement. If these
measures do not prove successful, and Government expenditure continues to
grow at the same pace as nominal GDP, alternative tax measures will have to
be sought.

vi. Public Sector Capital Operations - The most notable
characteristic of Central Government expenditure patterns over the past
eight years has been the steady decline in capital formation. The present
level of capital formation in the social and economic infrastructure is not
considered sufficient and does not reflect the development needs of the
Family Islands or the more demanding expectations associated with higher
incomes. The Government recognizes the importance of this issue and has
budgeted to increase capital expenditures in 1985. Part of the problem,
however, is a function of the administrative system for determining capital
priorities. The current system for coordination, budgeting, planning and
programming capital expenditures, is inadequate. Furthermore, overall
spatial and economic planning and coordination is deficient. There is a
manifest need for some centralized mechanism to assess priorities, and to
allocate resources to those areas most in need. Finally, the activities of
the public corporations do not appear to be adequately integrated into the
Government's overall capital plans and policies. Decisions as to what uses
surpluses are put, are taken outside of a coordinated development
framework.

vii. Tourism - This sector is the most important of the Bahamian
economy, accounting for about one-third of GDP and employing, directly and
indirectly, over half the working population. Since 1981, there has been
very strong growth in the numbers of stopover visitors and cruise
passengers, with the number of stopover visitors in 1984 some 10.9% higher
than that recorded in 1980. Furthermore, it is expected that 1985 will
prove to have been another good year, with arrivals in the first four
months of 1985 12% higher than the corresponding period in 1984. Also,
over the past five years there has been a substantial increase in hotel
capacity. By 1984 there were 13,449 available rooms, representing a 17%
increase in capacity over that available in 1980.

viii. Despite these positive indicators, there are some negative
trends. Since 1980, the average length of stay has declined from 7.14
nights to 6.46 in 1984, and is a reflection of the increasing importance of



short three or four day package vacations. As a result, total visitor
nights in 1984 were only 0.3% higher than that recorded in 1980. Over this
period, however, there has been a substantial increase in capacity, all
concentrated in New Providence, with the result that average occupancy
rates have declined from 69.1 in 1980 to b1.6 in 1984, and there has been
considerable discounting on room rates.

ix. Within the context of this market environment, the profitability
of the hotel industry in The Bahamas, in the aggregate, is not good by
worldwide standards. While the strong demand witnessed thus far in 1985
suggests that both capacity utilization and average room rates will rise
during the 1985/1986 winter season, improved overall profitability is not
assured unless operating expenses continue to be contained. Further
capacity increases may be expected in the latter part of 1986 and 1987,
both in New Providence and Grand Bahama, so the medium term pressure on
occupancy rates will continue. In this context, the Government needs to
monitor further increases in capacity, particularly in New Providence, to
ensure that the available infrastructure is not overwhelmed and that
existing institutions, particularly the smaller ones which are most likely
to have Bahamian ownership, are not undermined by a too rapid expansion in
overall capacity.

x. The Government's Hotel Corporation of The Bahamas is to continue
with the management of its present asset portfolio and with its efforts to
encourage investment in the sector. The general promotion function, lodged
in the Ministry of Tourism, is well targeted and effective, and the
Ministry appears to be well funded. Further attention must be directed to
improving traffic to Grand Bahama and the Family Islands. Improvements
will continue to be necessary to the supporting infrastructure; most
notably the airport in New Providence requires expansion of the terminal
and passenger processing facilities.

xi. Offshore Banking - The Bahamas, through a variety of internal and
external factors, has emerged as a major offshore financial center. By the
end of 1984, 363 banks and trust companies were licensed to operate in the
country, and banking and finance is the second most important economic
activity. While the exact volume of business undertaken is unclear,
estimates suggest that external assets and liabilities totalled about
$160.0 billion by mid-1984. Further, estimates indicate that the offshore
activity has a workforce of nearly 900, and, in 1983, local expenditures
amounted to $43.9 million, of which $16.7 million were salaries and $1.7
million accrued to the Government in the form of direct fees and charges on
the sector. Besides these direct benefits there are other indirect ones
which may be no less important. The workforce is 85% Bahamian, and this
proportion has been increasing continually over the past decade, with
considerable in-house training and development. Not only has the sector
fostered a cadre of highly trained staff, but it has also encouraged the
development of ancilliary services (accounting, law, computing) which is



useful for other commercial activity. Also, the advanced
telecommunications system, vitally necessary for offshore banking, has
considerable benefits for other sectors of the economy.

xii. The overall outlook for the sector appears good, although the
pace of employment creation may moderate over the next decade due to
underutilized capacity and further advances in office and
telecommunications technology. The sector has been experiencing some
changes in the composition of activity, with increasing trust and financial
management services, which are more labor intensive, however. Efforts by
some industrialized countries to forestall further growth in offshore
center activity do not appear to have affected The Bahamas to any major
degree. For example, the initiation of International Banking Facilities
(IBFs) in New York in December 1981, does not appear to have significantly
affected the volume of business, and no foreign bank branches in The
Bahamas have closed as a result of these IBFs. Also, in the area of client
account secrecy and possible criminal use of such offshore centers,
considerable progress has been made by The Bahamas' Government in bilateral
discussions with other countries, towards establishing an appropriate
framework and set of rules for such information flows.

xiii. There are a number of other offshore activities that the
Government is developing. The Bahamas is now believed to be the third
largest flag of convenience shipping registry, after Liberia and Panama.
In 1984, Government revenues from this source should rise to $2.5 million
on a registry of 5.0 million gross tons. Also, the Government is
endeavoring to promote offshore insurance and reinsurance, particularly
'captive" insurance companies, via amended legislation introduced in 1983
that removes all taxes on premiums and restrictions on investments.

xiv. Agriculture - The Government attaches considerable importance to
the expansion of domiestic agricultural production to reduce import
dependence and increase linkages with the tourism sector. The various
programs introduced over the past decade have had varying degrees of
success, and total agricultural and fishing activities still account for
less than 5% of GDP, and only about 10% of the acreage that is suitable for
tillage is presently being utilized. A variety of impediments inhibit the
sector's growth. Local labor is expensive and scarce, which demands a high
degree of mechanization. Foreign investment that brings with it technical
expertise is necessary and yet the policy with regard to foreign investment
is not clear. Domestic marketing arrangements are deficient. The present
system of Packing Houses and Produce Exchanges is in need of urgent review,
particularly with regard to a proper expenditure control system. As with
agriculture, there is considerable potential to expand The Bahamas fishing
industry, and Government is presently undertaking a review and redrafting
of a variety of fishing regulations that will upgrade quality and marketing
arrangements.

xv. Manufacturing - The manufacturing sector in The Bahamas accounts
for about 10% of GDP, is mostly of the enclave type and is concentrated in



Grand Bahama. Significant growth in exports occurred in 1983 and 1984,
mostly in chemical and pharmaceutical products. The oil refinery has been
experiencing some difficulty, and by mid-1985, refining activity had
ceased, leaving only a transhipment and bunkering facility. The Government
is endeavoring to expand the sector and has established a Free Zone in New
Providence and has created a "one stop promotional entity in The Bahamas
Agricultural and Industrial Corporation. To be fully effective however,
this entity will need further financial and human resources. Given the
relatively high wage rates in the country, it is unlikely that the country
will be able to compete with other Caribbean destinations for labor
intensive industries. As a result, efforts should be made to attract
higher technology operations and raise the technical skills capability of
the potential workforce.

xvi. Social - Substantial progress has been made by the Government in
improvement of the level of health care and education over the past
decade. There has been a steady increase in student/teacher ratios and the
coverage of the education system is good. The quality of the system
requires further enhancement, however, and more efforts are needed to
expand technical and science training, particularly as these pertain to
specific industrial vocation skills. The country is facing a housing
shortage, which will become more acute over the next decade. In
recognition of these difficulties, the Government is increasing its
involvement in the sector. In 1983, The Bahamas Mortgage Corporation was
formed to provide low cost housing finance and a reorganized Ministry of
Housing and National Insurance is providing private construction incentive
grants for low income housing construction. To further consolidate the
progress made to date, there is an urgent need to develop the land title
recording system and undertake a comprehensive physical development plan
for New Providence that covers land use, zoning, infrastructural and
utility requirements and environmental and ecological factors.



CHAPTER I - ECONOMIC STRUCTURE AND RECENT ECONOMIC DEVELOPMENTS

A. Background

1.01 The Commonwealth of The Bahamas became an independent country
within the British Commonwealth in July 1973. The country forms an
archipelago of approximately 700 islands and cays covering nearly 100,000
square miles of the Atlantic Ocean, off the coast of Southeast Florida,
extending southward to Northern Hispaniola. The resident population in
1983 was approximately 220,000, of which about 60% live on the island of
New Providence on which the capital, Nassau, is situated. This population
is predominantly young, with about 50% below the age of lb. The political
system is based upon the British Westminster model of parliamentary
democracy, with a bi-cameral legislature made up of an appointed Senate and
an elected House of Representatives, and an independent judiciary.

1.02 Ever since Columbus's sighting of The Bahamas in 1492, the
economic fortunes of the country have been significantly influenced by
political and economic events in Europe and the United States.
Historically, the economy has been an open one, with a strong service
sector orientation, as a result of the country's geographic position and
lack of significant natural resources. Initially, much of the economic
activity was dependent upon the availability of good, and plentiful,
harbors. It has provided alternatively a base for pirates (the most famous
being Edward Teach, otherwise known as Blackbeard), for British raids
against Spanish gold shipments, for gun running to the Southern States
during the American Civil War and bootlegging during the prohibition period
in the United States. Since the more widespread advent of air travel in
the 1930s, the economy entered into its most sustained period of economic
development based upon a fuller exploitation of the country's tourism
potential. To this has been added the development of an international
finance center from the early 1960s as a result of taxation and foreign
capital movement legislation introduced in the United States and Europe.

1.03 Tourism is of overwhelming importance to the economy, accounting
indirectly and directly for about 35% of GDP and providing employment for
over 50% of the working population. This growth has not been accidental,
but is a result of consistent Government policies since the end of the
Second World War. Tourism promotion has been vigorous, with considerable
Government resources devoted to what has become a very sophisticated
tourism marketing effort. Furthermore, successive Governments have adopted
and implemented policies that have fostered private sector confidence and
investment in the sector. This pragmatism and consistency accounts in no
small measure for the very successful development of the offshore banking
sector.

1.04 Notwithstanding these very positive economic achievements, there
are a number of significant difficulties. Economic growth and development
has not been uniformly distributed throughout the country, with most of the
advances being made in New Providence and Grand Bahama islands. As a
result, migration, particularly to New Providence and Nassau, have imposed
social and infrastructural difficulties, and inhibited the more rapid
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expansion of the economic opportunities on other islands. Furthermore, the
very open nature of the economy, together with the strong reliance on one
major sector, has made the economy very vulnerable to external economic
developments. As will be seen later in this report, the tourism sector's
wellbeing is very positively correlated with economic performance in the
United States. As a positive aside, it should be noted that The Bahamas,
of all the Caribbean countries, has been the most successful in reducing
the seasonality factor inherent in the region's tourism industry. This
overall vulnerability is recognized by the present Government, and a
variety of initiatives have been undertaken over the past decade to
diversify the country's one sector dependency. Some success has been
achieved, particularly in the financial services area as already noted, and
the development of nascent manufacturing activity.

1.05 Foreign investment has played a crucial role in the country's
economic development, particularly during the 1960s when growth averaged
9.0% per annum. It has been estimated that during this period, direct
private foreign investment, excluding the financial sector, exceeded one
billion US dollars, most of which was in the tourist sector, with the
result that by the early 1970s it was estimated that 80% of tourist
accommodations were foreign owned. The crucial, catalytic role of foreign
investment continues; however, since the early 1970s there have been some
significant modifications. Following independence, the Government has
sought to follow a Bahamianization policy which has manifested itself in
various forms. In particular, the Government, through its Hotel
Corporation, took a role in hotel construction and ownership and has
established other organizations designed to foster local entrepreneurship
in other areas that serve the tourist sector. In 1981 the Government
passed the Immovable Properties Act, designed to bring greater control to
land and property transfers. Some of these actions have engendered some
uncertainty amongst foreign investors.

1.06 The robust economic performance recorded in the 1960s has not
been followed in the 1970s for a variety of reasons. Economic recession
abroad, particularly with regard to the oil price shocks of 1973 and 1979,
and a temporary uncertainty occasioned by Independence in 1973, all served
to reduce investment in the country's leading sectors. Nevertheless, by
the end of the decade, the economy recovered rapidly, led by strong growth
in tourism from the United States and renewed growth in construction
activity, both residential and in the tourism sectors. The number of
stopover visitors rose sharply by 22% in 1978 and by 14% in 1979, which
undoubtedly influenced investor expectations with a doubling of
construction starts in 1978 and again in 1979. This rapid advance in
economic activity in these two years had a favorable impact upon
unemployment, however the demand for skilled artisans created shortages
amongst particular categories. This problem of an adequate supply of
sufficiently trained, skilled workers has persisted, with the result that
structural unemployment remains a major development challenge.
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B. Recent Economic Developments

1.07 The Bahamian economy of the early eighties has performed well,
further consolidating upon the gains made in the late seventies. There was
a very significant decline in 1981, as a result of a 12.8% decline in
stopover visitors and a reduction in manufactured exports from the offshore
manufacturing sector with the closure of the steel plant and a sharp fall
in cement production. Both occurrences may be traced to economic recession
in the United States and indicate the economy's vulnerability and reliance
upon the economic performance in the US. Since this year, however, there
has been steady growth, with stopover visitors in 1984 some 27% higher than
the low recorded in 1981. Furthermore, while construction activity
declined from late 1983 and during 1984 following completion of two major
hotel projects, manufacturing output has risen steadily, particularly in
the pharmaceutical and chemical sectors.

Table 1: Selected Economic Indicators

(percentage changes)

1980 1981 1982 1983 1984

Real GDP m.p.1/ (1977 prices) 6.7 -9.0 7.5 3.2 6.4
Private Consumption (1977 prices) -3.3 -2.2 -0.7 1.1 b.0
Tourist days 7.8 -10.3 1.7 9.6 3.8
Exports of Goods (1977 prices) 10.0 -8.4 8.6 8.7 9.8
Imports (1977 prices) 10.4 3.9 4.4 8.1 6.8
Construction (1977 prices)2/ 34.0 37.0 5.0 14.7 -12.5
Electricity sales (kwh) 0.5 -2.1 4.2 9.8 10.6

1/ Deflators used are staff estimates, and details of their various
compositions may be found in the note preceeding the statistical annex.

2, Estimated utilizing the Statistics Department's methodology of a moving
average of the value of construction starts.

Source: Various tables in the Statistical Annexes.
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1.08 Investment has averaged about 21% of GUP over the past five
years, which is almost double that recorded (11.9%) over the preceeding
five years and represents a healthy expression of confidence in the
country's economic future. Much of this investment has been in
construction, particularly in an expansion of tourism accommodation
capacity, with Government involvement in two large hotel projects in 1982
and 1983. In some respects, the pace of this expansion in tourism
capacity, which has been concentrated in New Providence, has caused some
concern amongst both private and public sector officials involved in the
tourism industry. It is felt that considerable excess capacity might
exist, depressing occupancy rates and ultimately operator profitability.
This issue is addressed further in the Chapter on sector developments.
Residential and other commercial construction has also been very robust,
particularly in New Providence, reflecting expansion in offshore banking
and rising disposable incomes. Completion of the large hotel projects
noted above and re-equipment in some public corporations, has caused public
sector capital formation, as a share of GDP, to fall to its lowest level
in over ten years. Given the infrastructure needs of the country,
particularly in the Family Islands, this level of public sector investment
may be too low. This issue will be addressed in greater detail in the
Chapter on the public sector, but it should be noted at this stage that the
Government's institutional capacity for development of an adequate and
relevant consolidated public sector investment program is deficient.

1.09 How this economic growth has affected employment is difficult to
judge. Employment information in The Bahamas is poor, and the last year in
which a labor force survey was conducted was in 1979. This survey
indicated (see Table 1.2 in the Statistical Annex) employment of 67,700, of
whom about one-fifth were Government employees. The unemployment rate at
the time of this survey was estimated at 14.3% with a labor force
participation rate of 45.9%. While specific data is unavailable, it is
believed that this unemployment rate has declined over the past five
years. IMF staff estimates for selected sectors indicate that employment
during 1980-1984 has increased at an average annual rate of about 4%, which
when compared to a rate of population national increase of 1.8% per annum,
does suggest that substantial progress has been made in the reduction of
overall unemployment. Nevertheless, these advances have not been
distributed across all age and sex groups and geographic zones. Migration
to Nassau and New Providence, particularly amongst the younger age groups,
has created pressure upon the capital city's absorptive capacity and it is
believed that unemployment in this age group is high. In the Family
Islands, employment opportunities that meet the expectations, or skill
levels, of younger workers are deficient. On the other hand, shortages of
labor occur in larger scale agriculture, which are often met by utilizing
legal and illegal migrants from other Caribbean countries. Overall,
employment growth has been most rapid in the hotel sector, although there
was a substantial rise in Government employment in 1981 and 1982. While
exports from the offshore manufacturing sector have improved, employment in
the manufacturing sector has declined, reflecting the closure of the steel
and cement plants, and substantial reductions in capacity utilization in
the oil refinery in Grand Bahama.



Table 2: Employment in Selected Sectors

(In thousands)

1980 1981 1982 1983 1984

Government 12.04 12.71 18.79 14.07 14.32
Other Public Sectorsl/ - - - 3.30 3.38
Hotels & Restaurants 6.60 6.70 6.80 7.57 8.34
Offshore Manufacturing2/ 1.39 1.37 1.33 1.09 1.04
Financial Sector 2.57 2.73 2.84 2.96 -

1/ Bahamas Electricity Corporation, Bahamas Telecommunications
Corporation, Bahamasair, Bahamas Broadcasting Corporation, the Central Bank
of The Bahamas, and Water and Sewerage Corporation.
2/ Including petroleum industries.

Source: IMF Staff estimates

1.10 The balance of payments of The Bahamas exhibits a number of
characteristics that are common to the region. First, The Bahamas has
historically exhibited large negative trade balances, counteracted by large
net inflows on the service account as a result of tourism revenues.
Second, the large amount of foreign investment that has occurred,
particularly in the development of the tourist sector, has meant that
factor service payments and investment income paid abroad have been large,
averaging 10.2% of GDP over the past eight years. As a result, the current
account, and the resource balance, is subject to significant short run
volatility following the volatility of tourism visitor arrivals and
investor expectations. Furthermore, while import levels will adjust to
lower economic activity, they tend to do so with an appreciable lag.
Consequently, considerable emphasis is placed by the Central Bank on
monitoring and control of the balance of payments. In particular,
considerable attention is directed at domestic credit creation and the
consumer credit component of this. This policy emphasis is appropriate
given the openness of the economy and the lack of fiscal policy instruments
that may serve to depress demand during periods of lower foreign earnings.

1.11 The nominal value of the Bahamian dollar is maintained at par
with the US dollar. As a result, the nominal effective exchange rate of
The Bahamas has appreciated significantly over the past four years,
reflecting the rise in the US dollar. Over this period, the real effective
exchange rate of the Bahamian dollar (utilizing relative consumer price
indices) is estimated to have appreciated by 27%. Despite this rise, the
current account and resource balances have improved continually since
1981. In 1983 the current account balance became positive for the first
time in five years and reached 1.4% of GDP in 1984. This general
improvement is a result of a substantial improvement in merchandise exports
in 1982 (25.8% increase) due to rapid growth in the pharmaceutical industry
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in Grand Bahama and an increase in exports of alcoholic beverages.1/ In
1983 and 1984, the further improvement in the current account balance was

due to the rapid growth in tourism receipts, reflecting the economic growth
in the United States. This growth in tourism receipts more than offset the
rise in imports due to the growth in domestic economic activity.

Table 3: Details of the Balance of Payments

(US$ million)

1977 1978 1979 1980 1981 1982 1983 1984

Resource Balance 117.9 126.1 98.8 100.3 71.5 98.4 148.2 192.0
Current Account
Balance 24.9 -8.3 -40.4 -33.0 -81.2 -34.2 15.1 23.6

Public Capital
(Net) 0.5 12.1 -4.4 -6.8 71.4 66.4 6.2 -27.5

Private Capital
(Net) 45.4 -14.2 -15.8 2.5 104.7 -2.5 -14.7 -26.9

Errors and
Omissions -49.9 1.7 75.6 35.8 -91.3 -16.4 3.5 69.8

Change in Reserves
(increase -+) 21.3 -8.5 19.6 14.0 7.9 13.3 10.1 39.0

(% of GDP)

Resource Balance 16.5 15.2 9.8 8.4 5.6 6.9 9.5 11.3
Current Account
Balance 3.5 -1.0 -4.0 -2.8 -6.4 -2.4 1.0 1.4

Net Official
Reserves
(weeks of imports) 7.4 5.4 5.9 5.7 5.9 6.3 6.4 7.9

Source: Statistical Annex Table 3.1.

I/ Comprehensive merchandise trade data has not been published since 1977,
and the Statistics Department is presently undertaking an exercise to
remedy this deficiency, utilizing customs records. For the period 1978
to 1984, the Central Bank has estimated total merchandise exports by
applying a multiplier of 2.22 to the exports of offshore manufacturing
companies (from which it receives regular annual reports) and non-oil
imports are estimated by applying a multiplier of 3.75 to the value of
customs duties. Obviously, this methodology may be subject to
considerable error, particularly as some of the underlying base period
parameters (changes in import tariffs) have changed.
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1.12 Net capital movements recorded a large surplus in 1981, however,
the position has weakened since then and moved into deficit in 1983 and
1984. This deterioration reflects a shift of both the public and the
private sectors from large external borrowings in 1981 and 1982 to net
repayments of such borrowings in 1984. The movement in public sector flows
reflects the borrowings of the Hotel Corporation to finance hotel
construction, with repayment starting in 1984. Despite these movements,
net official foreign reserves have improved almost continually since 1978
with substantial improvements in 1984, which appears to be continuing into
1985. These reserves now represent about eight weeks of imports and, as
such, are at their highest level in over eight years.2/

1.13 Interest rates in The Bahamas have tended to remain very stable
throughout the 1980s despite wide movements in international rates and in
domestic price inflation. The commercial banks' prime lending rate has
remained fixed at 11% since 1981, while the bank rate moved once from 9 to
10% in January 1982. As a result, real interest rates have fluctuated
considerably over the past eight years. Deposit rates were negative for
four years, from 1978 to 1981, with a peak in 1980 of -4.6%. Prime lending
rates were also marginally negative, particularly in 1980. Given this
interest rate situation, it is not surprising that during the period 1979
to 1981, credit extended by the commercial banks significantly exceeded the
increase in local currency deposits. This development was a reflection not
only of the widening of differentials between domestic interest rates and
Eurodollar rates and the negative domestic real interest rates, but also
due to the financing of several major investment projects, in 1979 and
1980, and increased financing of the trade sectors' inventories during the
economic downturn in 1981. To satisfy this demand, the commercial banks
reduced their excess reserves and borrowed from the Central Bank. These
liquidity pressures began to abate somewhat in 1982 as real interest rates
rose and domestic currency deposits rose rapidly. Public sector borrowings
were high in 1982 and part of 1983 as a result of hotel construction and
refurbishment activities. However, by 1984 there was a substantial decline
in net credit to the public sector, and the local banks' liquidity position
further improved. This highly liquid position has persisted into 1985,
with the result that some new deposits have not been accepted. If this
persists, then it might be expected that deposit and lending rates will
decline.

2/ It will be noted that net errors and omissions category in the balance
of payments exhibit very large swings, the reasons for which are
difficult to explain. The IMF found, in analysis of this issue, that
this category may in part be explained by unrecorded private capital
flows in response to a decline in the spread between US and Bahamian
interest rates since late 1981. Regression results for a period from
the first quarter of 1979 to the fourth quarter of 1984, suggest there
is statistically significant relation between the errors and omissions
item in the Bahamian balance of payments and the interest rate
differential.



Table 4: Outstanding Commercial Bank Domestic Credit

(% of GDP)

Real Interest Real Interest Credit to Credit to Ratio
Rate (Fixed Rate Public Sector Private Sector G/P
Deposit)l/ (Lending)2/ (G)3/ (P)

1977 3.5 6.3 15.7 37.4 0.420
1978 -0.2 3.3 13.5 34.9 0.387
1979 -3.5 -0.1 11.0 32.9 0.334
1980 -4.6 -1.1 9.0 32.5 0.277
1981 -2.5 -0.1 8.9 34.8 0.256
1982 2.5 4.9 10.7 33.9 0.316
1983 4.5 6.9 10.2 32.8 0.311
1984 4.6 7.1 8.9 31.4 U.283

I/ Average of deposit rates for fixed periods in excess of 3 months minus
rate of inflation as measured by the New Providence retail price index.

2/ Prime rate minus rate of inflation as measured by the New Providence
retail price index.

3/ Gross loans and advances, treasury bills and other securities and
includes public corporations.

Source: Statistical Annex Tables 2.1, 6.3, 6.8 and 8.1.

1.14 The primary form of credit to the private sector is for personal
and consumer loans. The share of such loans in overall credit has risen
from 42.4% in 1977 to 61.0% in 1984. This aspect causes some concern to
the monetary authority policy makers, as most of this demand for consumer
durables very quickly manifests itself in the balance of payments, and
hence their close monitoring of domestic credit movements. Overall,
commercial bank credit to the private sector increased at an average annual
rate of 13% during 1980 to 1982. However, since then the pace of growth
has moderated, increasing by 5% in 1984. This, in part, reflects reduced
demands for trade credit by firms that have benefited from improved
economic conditions, with the consequent improvement in cash flow. Bank
credit to the construction sector has declined substantially since 1981,
but this reflects to a large extent the increased availability of mortgage
financing from other financial institutions. Despite an almost doubling of
Government borrowings during 1981 to 1983 to finance investments of the
Hotel Corporation, the trend over the past eight years has been a declining
share of public sector lending to total lending. As such "crowding out" of
private sector needs does not appear to have occurred, although, in
general, there continues to be a shortage of medium- to long-term venture
capital for local entrepreneurs.
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1.15 In general, wage rates in the country are high when compared to
other parts of the Caribbean, and in many categories are similar to those
which may be found in the United States, particularly the Southeast.
However, given the lack of any progressive personal income tax, the
distribution of this wage income may be somewhat more skewed. The economy
continues to suffer labor shortages in certain critical areas. These
include artisans in the building industry, qualified accounting personnel,
professional and technical personnel, particularly in computer services and
automobile repair. There has been immigration from other Caribbean
countries, particularly from Haiti, which tends to add to the workforce at
the lower skill and wage levels, although the precise number of these
immigrants is unknown. Various Government officials feel there is a need
to develop a formal recruiting scheme for immigrant workers, given the
Government's inability to monitor its dispersed island constituency.

1.16 Public sector wage settlements over the past four years have
provided increases of 7-1/2 to 10% per annum. In 1984, Bahamasair entered
into a new three year contract with ground staff which provided increases
of 8-1/2 to 11-1/2% in the first year and 5 to 5-1/2% in the second and
third years of the contract. Also in 1984, the Water and Sewerage
Corporation and the Electricity Corporation granted increases that averaged
between 5 and 10%. In early 1985, the Bahamas Telecommunications
Corporation reached agreement on a new three-year contract with a 7.5%
increase in the first year and 5% in the succeeding two years. Central
Government compensation per employee is estimated to have increased by
8-1/2% in 1984, down from an 11% increase in 1983 and about 12% in 1981.
Within the private sector, there has been a similar moderation in wage
awards. Construction workers signed a new contract in 1984 providing for
wage increases of 5% per annum over 1985-1986, compared to 11% annual
increases in the preceeding three years. Employees in hotels and
restaurants in Nassau received average annual wage increases of 8% for the
period 1982-1984, considerably down from the almost 12% increases for the
period 1979-1981. While the mission was in the field, a wage contract was
under negotiation in the hotel sector with the dispute being referred to
the Industrial Relations Board for arbitration. Whatever the outcome of
these negotiations, and future Central Government wage settlements, and
given the decline in the consumer price index in the country, caution needs
to be exercised in the granting of future wage settlements. The Bahamas
may be regarded as a relatively high wage country, and if the Government's
wishes for sector diversification in agriculture and manufacturing are to
succeed, this will be crucially dependent upon general wage levels and
labor productivity in comparison to other countries in the region.
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Table 5: Retail Price Changes for New Providence

(annual averages)

1979 1980 1981 1982 1983 1984

All Items Index 9.0 12.1 11.1 b.1 4.1 3.9
Food 10.9 15.1 14.8 6.8 1.4 1.7
Housing 6.5 9.5 8.1 5.6 7.3 4.8
Transport b.6 11.6 6.2 5.8 7.0 4.4
Clothing/Footwear 12.5 15.5 8.2 7.7 5.3 6.0

US C.P.I. 11.3 13.5 10.4 6.1 3.2 4.3

Source: Statistical Annex Table 8.1

1.17 Following a relatively high inflationary period from 1977 to
mid-1981, prices have steadily declined in The Bahamas. These price
movements tend to closely follow those of the United States, the country's
principal trading partner. After declining to a rate of 2.75X in mid-1984,
the pace of price rise increased during the second half of the year to
4.5Z. The largest fall in price inflation has been in the food category,
most of which is imported from the Southeastern United States. The rate of
decline of consumer durable and non-durable price rise has not been as
great and may, in part, reflect high concentration within the importer and
distribution sectors which may have impeded the "passing on" of the price
moderation in imported goods.
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CHAPTER II - PUBLIC FINANCES AND ADMINISTRATION

Introduction

2.01 Since 1982 the consolidated financial position of the public
sector has improved. The overall deficit of the public sector declined
from $68.0 million in 1982 to $46.0 million in 1983 and to a surplus of
$51.0 million in 1984. This improvement in the overall balance has been
achieved by a substantial decline in capital expenditures and improved
performance of the public corporations, particularly the Bahamas
Electricity Corporation and the Bahamas Hotel Corporation. During 1981 and
1982, the deficits were financed largely by external borrowing; however, in
1983, financing requirements came largely from domestic sources,
particularly the National Insurance Board. The public sector surplus in
1984 resulted in a decline in foreign currency debt that was partly offset
by a further rise in local currency debt.

Table 6: Public Sector Savings

(As % of GDP)

1980 1981 1982 1983 1984

Current Account Balance 7.7 6.3 3.2 3.2 5.7
Central Government 3.5 2.9 0.8 -0.3 0.3
National Insurance Board 2.1 2.0 1.7 1.8 1.9
Public Corporations 2.1 1.4 0.7 1.7 3.5

Overall Balance 1.4 -2.6 -4.8 -3.0 3.0

Source: Statistical Annex Tables 2.1, 5.1, 5.4, 5.5, 5.6

2.02 The 1985 budget indicates a continued improvement in public
savings of $37.0 million (a 38.8% improvement over 1984); however, due to
increased capital expenditures, particularly by the Central Government in
public works, education and health, the overall surplus is expected to
decline by $18.0 million to $33.0 million. The budget calls for further
moderation in the rate of growth of current expenditure and a 22% increase
in current revenue due to new measures included in the budget. These
measures include a 2.5% increase in basic customs duties (excluding basic
foodstuffs); an increase of 5 cents per gallon in the tax on gasoline; and
increased user fees at airports and hospitals. In addition, improved
administration and tax collection efforts are expected to increase the
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revenue yield of the existing tax structure. Indications by mid-1985
suggest, however, that the planned increase in revenue collections may have
been optimistic, and current and overall surpluses are expected to be
smaller. To some extent, compensation for this shortfall will be achieved
by lower capital expenditures, which at $102 million, represented an
ambitious program, particularly for the Central Government portion of the
total.

Central Government Revenues

2.03 The Government's policy of no personal or corporate income taxes,
does limit the overall flexibility of the tax system and reduces the
Government's fiscal flexibility. Heavy reliance is placed on indirect
taxation, and particularly taxes on international trade, which account for
about 59% of total revenue. Direct taxation from tourism activities
(bedroom and casino taxes) is also an important source of revenue,
accounting for about 9% of revenue, although the tax receipts from tourism
are much larger due to spending throughout the economy. In contrast to
almost static tax revenues in 1981 and 1982, tax revenue increased by 15.6%
in 1983 and by 8.1% in 1984 to reach $273.9 million. These improvements
were in response to increased economic activity and to specific tax
measures, that included increases on import duties on gasoline and some
consumer goods (particularly cigarettes and alcoholic beverages); in the
fees payable by banks and trust companies; in the stamp tax on imports; in
insurance premium taxes; in the departure tax applicable to tourists; and
in the tax on motor vehicles. Increase in non-tax revenues, most notably
administrative fees and charges, in 1980 and 1981, compensated, to some
extent, for the static tax revenue in 1981 and 1982. Also in 1984, the US
Government made special payments of roughly $20.0 million for the lease of
certain facilities. Further payments of $10.0 million per annum are
expected over the next five years.

2.04 As a result of compensatory movements in non-tax revenue, total
revenue as a ratio of GDP has remained fairly constant over the past seven
years. However, the ratio of tax revenue to GDP has declined gradually
over the same period. The marginal tax rate, which reflects the proportion
of additional national product that the tax system has "captured" declined
substantially from 1978 to 1982. The recent tax measures in 1983 and 1984
have arrested this decline, although some of the measures introduced,
particularly increases on certain customs tariffs, may have increased
evasion, which would account for the decline in the marginal tax rate in
1984 as compared to 1983. A further indicator of Government difficulties
in revenue mobilization may be seen in the tax buoyancy ratio shown in the
table below. This index, which reflects the percentage change in tax
revenues with respect to a percentage change in GDP, declined by over 60%
in the five years up to 1982. While there was a dramatic improvement in
1983, the performance in 1984 suggests that the Government's tax net needs
to be broadened and the tax collection administration enhanced. The
contribution made by property taxes is particularly low, and in most
respects is a function of a lack of a comprehensive valuation and
collection administration.
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Table 7: Measures of Tax Effort

(In %)

1978 1979 1980 1981 1982 1983 1984

Revenue/GDP 21.0 21.0 22.0 23.0 20.8 20.2 20.4
Tax/GDP 17.2 17.6 17.2 16.6 15.4 16.3 16.1
Non-tax/GDP 3.8 3.4 4.8 6.4 5.4 3.9 4.3
Marginal Tax Rate 1/ 19.2 19.4 14.6 9.0 5.1 25.8 13.5
Tax Buoyancy 21 111.6 110.2 84.9 54.2 33.1 158.3 83.9

1/ Change in tax revenue divided by change in GDP x 100.
2, Marginal tax rate divided by the tax/GDP ratio x 100.

Source: Statistical Annex, Tables 2.1 and 5.2

2.05 Tax on real property in The Bahamas is capable of producing a
stable revenue, coupled with considerable growth potential. In general
this type of tax lends itself to ease of administration and collection.
However, primarily due to lack of staff, and Government disinclination to
enforce the legal prerogatives available to recover arrears, the yield from
this tax in The Bahamas is far below potential. Current rates were fixed
in 1973 and have been static since then. There is need to update
assessments, with as much as 80% of total assessments being obsolete and
outdated, and not reflecting true values. A lot of new property and
improvements do not find their way onto the assessment lists, and where
valuation does occur, uniformity and consistency is deficient. A variety
of estimates suggest that if a general re-survey and re-assessment were
carried out, revenue would increase from three to five fold. In addition,
a very significant arrears problem exists, with a very high delinquency
rate of about 50% of taxpayers owing in excess of $50.0 million. While
some defaulters have been taken to court, the Government has been loathe to
utilize the ultimate sanction of auctioning the property to obtain the due
amounts. To improve this situation, considerable Government commitment
will be necessary.

2.06 Professional and technical staff will be needed, together with a
reorganization of the administration, valuation and collection system.
Further, enforcement must be improved, which might require the
establishment of a permanent investigation and enforcement unit. The
Government recognizes this deficiency and is presently undertaking a
valuation exercise, reviewing methods of collections and penalties for
non-compliance.
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2.07 In general The Bahamas' tax structure is inelastic with respect
to both money income and to increases in real national income.3/
Furthermore, the heavy dependence on customs duties introducesda strongly
regressive bias to this system. Direct taxation accounts for a very small
percentage of the total (less than 10%) and the ad hoc measures that have
been adopted over the past decade have both complicated administration and
compliance and increased the possibilities and success of evasion. The
relatively high tax effort (tax/GDP) can be somewhat misleading, due to the
dominance of tourism in the economy. A rough netting out of those taxes
paid by tourists reduces this tax effort from 20.5% of GDP to about 13 or
14%. There is a fundamental structural problem with the present system and
it will be difficult to raise specific rates (particularly duties on
imports) as evasion on some items (cigarettes, for example) has already
become a serious problem. The basic challenge is to find a means to
enhance the tax base without affecting the tax haven status and image of
the country. The Government is adopting two approaches. The first involves
improving the collections of the present system. As noted above, efforts
are being made in the area of property tax and ensuring that other taxes,
such as the departure tax and gaming tax are swiftly transferred through to
the general consolidated fund by the respective collection agencies. Also,
the Customs Department is endeavoring to improve its system of checks and
controls to ensure the accuracy of customs documents and the valuations
contained therein. Second, the Government has considered raising user fees
for certain Government services, and has already adjusted outpatient base
fees in the health service. It is possibly too early to judge how
effective these various measures will be; however, if Government
expenditure continues to grow at the same pace as nominal GDP, then
alternative tax measures may have to be sought. In these circumstances,
serious consideration will have to be given to a modest, direct tax on the
income of individuals and domestic firms.

Central Government Expenditures

2.08 Over the past two years there has been some moderation in the
rate of growth of Government's current expenditures. In 1984, they rose by
7.4% compared to 12.3% and 10.8% in 1983 and 1982 respectively. Much of
this deceleration was largely attributable to a decline in the rate of
growth of personal emoluments, which rose very rapidly in 1980 and 1981.
Wages and salaries account for about 52% of total current expenditures and
this has been fairly constant over the past eight or nine years. The 1985
budget envisages further moderation in the pace of growth of this
expenditure category. Interest payments increased significantly in 1982 as
a result of the external borrowing on behalf of the Hotel Corporation,
reaching 12.7% of current expenditure in this year.

3/ Analysis for the period 1970-1974, which took account of changing rates,
- found the income elasticity of import duties to be 0.45.
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Table 8: Central Government Expenditures

(millions B$)

1979 1980 1981 1982 1983 1984 1985 1I

Total 226.3 258.9 351.8 367.0 394.2 368.0 426.1

Current 189.1 219.6 256.0 283.6 318.6 342.1 361.1
Wages 98.8 114.0 134.4 146.4 166.7 184.3 190.4
Interest 20.1 22.1 24.2 35.9 40.2 43.5 44.4

Capital 37.2 39.3 95.8 83.4 76.6 25.9 65.0
Formation 17.6 25.1 29.2 30.4 19.1 10.3 44.1
Transfers & Advances 19.6 14.2 66.6 53.0 57.5 15.6 20.9

(% of GDP)

Total 22.3 21.8 27.6 25.8 25.4 21.6

Current 18.7 18.5 20.1 20.1 20.5 20.1

Capital 3.6 3.3 7.5 5.7 4.9 1.5

-/ Budget.

Source: Statistical Annex, Tables 2.1, 5.3 and 5.4.

2.09 The most notable characteristic of Central Government expenditure

patterns over the past eight years has been the steady decline in capital
formation, with a 37% and 46% drop in 1983 and 1984. These declines
affected all ministries; however, it was particularly acute in public works
and commercial services. The overall capital account reached very high
levels in 1981, 1982 and 1983, but this was due to large capital transfers,
loans and advances to the Hotel Corporation, the Electricity Corporation
and Bahamasair. The Government curtailed these transfers in 1984, with a
further reduction planned for 1985.

2.10 The present level of capital formation in the social and economic
infrastructure is not considered sufficient and does not reflect the
development needs of the Family Islands or the rising expectations
associated with higher incomes. In part, the decline of capital
expenditures by the Central Government is a function of the administrative
system for determining capital priorities. The current system for
coordination, budgeting, planning and programing capital expenditure4 /, is

4/ There is no system in place for planning public investment beyond the
present fiscal year. Because of this, it was not possible to present
the usual analysis of the Government's public investment program
(PSIP). Development of a PSIP should be a priority for the Government.
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inadequate and needs improvement. Government ministries have annual
appropriations on the basis of a program submitted by each to the Ministry
of Finance, but these programs do not appear to be coordinated in a manner
that takes account of global infrastructural priorities. Furthermore,
overall spatial and economic planning and coordination is deficient.
Sectoral projects and programs do not appear to be integrated with physical
planning, nor with available financial resources. There is a manifest need
for some centralized mechanism for assessing priorities, and for allocating
adequate resources to those areas most in need, that reflects the overall
policy objectives of the Government. Within the Ministry of Finance, there
is need for a specific unit, tasked with both coordination of the existing
budget and coordination and development of future capital programs. This
would facilitate the evolution of a single development framework, providing
the basis for relevant policies and projects to be identified and
evaluated, and resources allocated, over a longer time horizon, based upon
a priority listing.

2.11 A related area of concern involves the public corporations and
their integration into the Government's overall capital plans and
policies. To a large extent, they appear to be outside any centralized
planning and enjoy a great deal of autonomy with respect to capital
spending. To some extent this is unavoidable, and desirable, however, the
degree to which this pertains in The Bahamas may create considerable
infrastructural imbalances. Decisions as to what uses the surpluses of the
various corporations are put, are taken outside of a coordinated
development framework, and are not transferred to the central consolidated
fund for future allocation. As a result, while the qualitative standard
for services may be continually and significantly enhanced, they may be out
of step with other more serious infrastructural or utility constraints.
Development of a central coordinating unit within the Ministry of Finance
to monitor all Government investment spending should bring some
improvements.

The Non-financial Public Corporations

2.12 In general, the non-financial public corporations in The Bahamas
have performed well over the past five years. Substantial financial
improvements occured in 1983 and 1984, with combined current surpluses of
$28.4 million and $63.9 million respectively.5/ The overall account
balance has been in deficit from 1979 to 19837, particularly so in the last
three years of this period. This reflects very high capital expenditures
by the Hotel Corporation and Electricity Corporation. However, in 1984,
the overall balance shifted into a substantial surplus of $25.3 million,
reflecting an improvement in the overall operating surplus and sharply
reduced capital expenditures.

S/ These operating results do not allow for interest on two loans
totalling $150.0 million that the Government took out in 1981-1983 to
finance investments of the Hotel Corporation. In 1984, the interest on
the loans amounted to approximately $18.0 million, which was paid by
the Central Government.
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2.13 The Hotel Corporation of The Bahamas (HCB) owns seven hotels in
New Providence and Grand Bahama, as well as other tourist facilities, and
is vested with the Government's interests in the casinos. This corporation
was established in 1974 and has been the conduit for Government acquisition
and construction of hotels. Following a period of direct management, all
the operating Government hotels are now managed by international management
companies, with leases of a variety of forms. The operating balance of the
Corporation improved substantially in 1983, however, this balance is not
sufficient to service the large loans taken out for construction and
renovation. The three Government-owned hotels in Freeport have either been
renovated, or are presently undergoing renovation. One of these was opened
in early 1986, with the Government in partnership with a foreign investor.
The Corporation is presently looking for operators for the others. The HCB
is to continue to pursue further resort developments in New Providence.
However, new resort development initiatives in the Family Islands are also
contemplated. Given the employment needs in these islands, the planned
regional focus is sound.

2.14 The performance of the Bahamas Electricity Corporation (BEC)
improved significantly in 1983 and 1984, as a result of increased unit
sales (up 9.7% in 1983) and significantly reduced per unit generation
costs. This latter factor is a result of large capital expenditures
conducted in 1981, 1982 and 1983 to introduce more efficient, slow-speed
generators which have proven more fuel efficient and reliable. Estimated
unread consumption in 1984 was 7.3% of total sales, marginally up on 1983;
however, the Corporation believes that with planned distribution
improvements, this proportion should decline in 1985 and 1986. The
financial outlook for 1985 is good, although revenues will decline as a
result of a 6% decline in per unit sales price. In the past, BEC has
experienced some difficulties in receiving payment from other Government
units and public corporations. In 1985 measures were taken to offset some
of these arrears against debt owing to the Government, with the result that
there has been a significant improvement in accounts receivable
outstanding. This issue requires careful monitoring in the future to
ensure that BEC's cash flow is not impaired. General wage settlements of 5
to 6% were granted in 1985 and a new contract is due for negotiation in
1986. Continued caution still needs to be exercised in the granting of
wage increases, given the Corporation's debt servicing requirements in
1986, 1987, and 1988.

2.15 Since its inception in 1976, the Water and Sewerage Corporation
(WSC) has steadily improved the coverage and quality of its services and
its financial operating results. Large capital expenditures were
undertaken from 1979 to early 1983 to upgrade the service in New Providence
and included the barging and shipping of water from Andros island. This
has improved water pressure and general availability in Nassau, with the
result that increased quantities have been available for commercial sale.
Further infrastructural development is necessary, however, and work is in
hand, with IBRD participation on a project of about $35.0 million, to
further upgrade water export facilities on Andros and rehabilitate existing
water supply systems. While the financial position of WSC is much
improved, particularly the liquidity situation with positive
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working capital of $1.8 million in 1984 compared to a deficiency of $0.02
million in 1983, further improvements will be necessary to ensure its
financial viability. In particular, restraint must be exercised in the
area of staff costs and a procedure developed to ensure prompt payment by
other Government entities for water services. At December 1984, these
arrears amounted to $2.6 million, or 51% of total accounts receivable. To
further ensure the longer term viability of WSC, consideration must be
given to the development of a national water use policy that would allow
for greater coordination and control of the use of water resources. Within
New Providence it is estimated that about sixty large commercial companies
are not using the public water system, relying on their own wells. In
part, this is a function of the past unreliability of the public water
systems; however, the WSC believes that as their capacities and
efficiencies improve, excessive utilization of private wells and systems
could be prejudicial to overall water management. Furthermore, in some
instances these private systems are linked to the public ones, but may not
necessarily follow the same purification procedures as WSC. As a result,
the whole system in certain areas may be liable to contamination.

2.16 Bahamasair has experienced considerable difficulty in achieving
operating surpluses over the past eight years. The airline operates
international routes to the United States in competition with US carriers,
and an inter-island scheduled domestic network in which it has a monopoly.
Despite efficiency improvements in recent years, the corporation is unable
to service its long term debt, which is serviced by the Central
Government. Management of the Corporation believes that scheduled services
on the domestic network are, at present, economically unviable and require
either subsidization from international services or direct transfer from
the Government. For social and administrative reasons, the Government
policy is that such services are necessary and must be maintained. The
mission was not able to evaluate, in depth, the economic viability of the
domestic service; however, it is clear that further room exists to improve
operating efficiency and financial performance. At a minimum, a careful
operating and management study should be undertaken, to identify measures
to improve labor productivity and equipment utilization. On international
operations the outlook appears more favorable, with substantial load factor
improvements in the first six months of 1985.

2.17 The Telecommunications Corporation (BTC) has been consistently
profitable over the past decade, and has been able to respond to the
sophisticated communication requirements of the offshore banking and
tourism sectors. Capital expenditures remained high in 1984, as BTC
expanded the availability and quality of services to the Family Islands.
This expenditure has been raised from internal surpluses, and the
corporation has not borrowed since 1974. As with other public
corporations, there are delays in payments for services by other public
entities (arrears of $3.5 million at the end of 1984) which does affect the
cash flow position of BTC. The management of BTC believes that budgeted
amounts for telephone charges for the various Government departments are
inadequate and should more accurately reflect past usage. The corporation
is a large employer (approximately 1,550 by the end of 1984) and recently
concluded a new three year wage contract with its principal union to run
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from October 1984 to October 1987, with increases of 7.5X in the first year
and 5.0Z in each of the final two years.

2.18 Of all the public corporations, the Broadcasting Corporation of
The Bahamas (BCB) is the one most financially insecure. There has been a
steady improvement in performance over the past four years, with a current
deficit of $547,000 in 1984 compared to S1.2 million in 1982; however, the
liquidity position is very tenuous and the corporation will continue to
need Government subventions to maintain its current level of operations.
The radio services are profitable, however, the television service is not,
and the deficit of this part of operations more than offsets surpluses made
elsewhere. The fundamental difficulty is that the television advertising
revenue base is very narrow given the types of economic activity in the
country. Furthermore, as part of Government's social and cultural
policies, a certain proportion of local programing is necessary. This
programing is more expensive per hour of broadcast time than the purchase
of foreign "canned" programing. It is clear that fundamental adjustments
will be necessary to ensure the revenue base of BCB and allow for needed
capital enhancements, which have been postponed due to lack of financial
resources. While stringent expenditure controls and fine tuning of other
operational factors will continue to be necessary, further stable revenue
sources will be necessary. Thought has been given to the introduction of
TV receiver licenses, the proceeds of which would accrue to BCB.
Implementation of this should proceed swiftly. Furthermore, with
improvements in technology, and hence a lowering of cost, the use of
satellite receivers has grown rapidly in The Bahamas. It may be possible
to levy fees on the use of such equipment which may also accrue to BCB.
Whatever measures are adopted, the limited viewership size, together with a
small advertising base, will make profitable operation of a local
television service difficult.

The National Insurance Board

2.19 The National Insurance Board (NIB), formed by the National
Insurance Act (1972), came into being in 1974 and is responsible for
administering the country's social insurance scheme. Since its inception
it has generated substantial surpluses, with accumulated reserves of
approximately $230.0 million by mid 1985. These surpluses have been
continually rising since 1974, however, the surplus is expected to fall in
1985 due to increases in benefit payment rates in October 1984. The
magnitude of the current surpluses of NIB represents an important source of
savings to the economy and investment of its surplus can have important
macroeconomic implications, particularly with respect to overall credit
availability and the balance of payments. As a result, there is
considerable consultation between NIB and the Central Bank with regard to
the Board's investment portfolio. During periods of excessive commercial
bank liquidity, or easy money conditions, some NIB funds have been
"sterilized" for short durations within the Central Bank, to avoid a rapid
and excessive expansion in liquidity. This occurred during the first six
months of 1985. While this policy may inhibit a decline in the cost of
credit, which may be indicated by the underlying economic trends, in the
interests of balance of payments management, this is a sensible policy.
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2.20 Up until 1982, NIB tended to favor investments of a short term
nature (Treasury Bills and commercial bank deposits). As a result,
rotation of investments was high, entailing considerable administrative
costs and risks. Since then, however, investment policy has shifted toward
longer term assets, particularly Government stock and loans to public
corporations. Furthermore, the Board has provided funds for certain social
infrastructural developments, such as housing, with the Bahamas Mortgage
Corporation and some private institutions. This change in investment
policy is beneficial, ensuring that a greater proportion of domestic money
savings are utilized in development and investment activities.

External Debt

2.21 Total foreign currency debt of the public sector increased by
nearly US$130.0 million in 1981 and 1982, primarily as a result of two
loans to finance a large hotel-casino complex for the Hotel Corporation.
As a result of this 127% increase, total foreign debt stood at 16.25% of
GDP at the end of 1982. However, as this project approached completion in
1983, new foreign borrowing by the public sector declined, and by the end
of 1984, total debt outstanding had declined by 9.1% to US$209.3 million,
or 12.3% of GDP. A major factor in this decline was large principal
payments on outstanding obligations by the public corporations. In
particular, the Electricity Corporation repaid over US$15.0 million, about
US$10.0 million of which was ahead of schedule as a result of a
significantly improved cash flow position.

2.22 Historically, the external debt service ratio of The Bahamas has
been very low by international standards, fluctuating between 3 and 6% of
exports of goods and services, and at about 8 to 10% of Government
revenues. The large borrowings in 1981 and 1982 have not, as yet, changed
this situation, although there will be a more significant burden in 1986
and 1987 as the Government begins repayment of the debt incurred on behalf
of the Hotel Corporation with debt service payments rising to US$62.0
million and US$57.0 million respectively6 /. Nevertheless, given the strong
economic performance recorded thus far in 1985, no extraordinary difficulty
is to be expected and the overall debt service ratio will increase only
marginally in these two years.

6/ Following the World Bank mission's return from the field, the Government
concluded a new loan with an external commercial bank syndicate for
US$125.0 million. Part of this loan (US$97.0 million) represents a
refinancing of one of the large Hotel Corporation loans, with the
remainder (US$27.0 million), to be applied to tourism development
projects in the Family Islands. The terms of the new loan include a one
year grace period and repayment over seven years with an interest rate
of 1-1/8% over Libor. As a result of this transaction, which is to be
finalized in February 1986, the external debt service requirement for
1986 and 1987 will have been significantly reduced, with a significant
prolongation of the amortization schedule of the Hotel Corporation
loans.
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CHAPTER III - SECTORAL ISSUES AND DEVELOPMENT STRATEGY

Introduction

3.01 The economic performance over the past three years, and the
positive outlook in the immediate future, augur well for the Bahamian
economy. Nevertheless, the development challenges are no less severe, and
the country's susceptibility to external events imparts a volatility to
economic performance that demands frequent and careful monitoring and
speedy policy responses. This is particularly true of the balance of
payments and the susceptibility of private capital flows to internal and
external interest rate differentials. The medium term economic policy may
be characterized in four broad objectives. First, there is a need to
ensure that the comparative advantage of the country's leading sector is
not eroded and is progressively enhanced. This will require attention to
price movements and the underlying cost structure, the efficiency of the
supporting infrastructure, and external investor perceptions and
confidence. Second, greater attention needs to be focused upon the
regional distribution of future growth and income distribution in general.
Third, given the high percentage of the population under sixteen years of
age, and the projected volume of school leavers, appropriate job creation
will be another priority. In the recent past, the labor force has been
expanding at about 4 percent a year, and this rate should increase in the
near future. Finally, given the increasing sophistication of the economy,
the operating efficiency of the whole public sector needs to be continually
upgraded in order to match the expectations of an increasingly more
affluent population.

3.02 With regard to the first broad objective, careful attention must
be directed toward wages, particularly in the public sector that might have
a demonstration effect elsewhere, to ensure that the pace of growth is
moderate. An active dialogue with union and industry representatives
should facilitate and foster understanding of the need to remain
competitive. Further, some attention may be directed toward the underlying
cost structures, which could serve to both hamper the rise in direct input
costs and moderate nominal wage demands. This means a continual drive to
improve the productivity of the respective utilities, to forestall
increases to rates which are already high, and seek means to further
improve the transportation and distribution systems. Analysis of the
Department of Statistics Survey of Retail and Wholesale Establishments for
1982 provides some interesting results which, while not definitive, are
sufficiently interesting to warrant further investigation. In this
analysis, it was found that the average gross markup (addition to the cost
of purchase after duties and taxes) in the wholesale food, beverage,
tobacco and other wholesale categories, was 66.0 and 48.5% respectively.
This average markup was greater in all but the furniture category, of the
average markup found for various categories of the retail trade. This
situation is contrary to what we would normally expect given operating
practices in other countries. Finally, with regard to the overall
objective of maintenance of cost competitiveness, it will be important not
to encourage import substititution, shielded by high protective tariffs or
quotas, that does not hold a reasonable possibility for cost efficient
production when compared to more efficient producing centers.
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3.03 The focus on the second broad objective is almost self-evident,
given the heavy migration to New Providence over the last decade. In 1960,
59.6% of the country's population was in New Providence. By 1990, this
percentage is expected to be 69.3%. The infrastructure and the economic
opportunities in the Family Islands needs to be expanded and thought should
be given to differential incentives that would encourage this, particularly
for the tourism and agricultural sectors. The third broad objective of
employment creation is partly related to more balanced regional
development. Further high levels of migration to New Providence place
further strains on the supporting social and economic infrastructure and
the islands' job absorptive capacity. Another component concerns the
relevance of the curricula in the education system and the need to expand
vocational and technical training capabilities to equip youths and school
leavers with skilled trades that have perenially been in short supply.
Finally, as the economy expands and diversifies, there will be a
concomitant need for the public sector to become more efficient and
responsive to a more demanding business sector. Administrative procedures
need to become less complex and time consuming, with enhanced interaction
between the various components of Government and a systematic methodology
for long range planning of capital spending and infrastructural needs.
Also, government policies, particularly with regard to foreign investment,
need to be clear and consistent, with appropriate legislative underpinnings
that are understood by all government departments.

Tourism

3.04 Tourism is the most important sector of the Bahamian economy,
accounting for about one third of GDP and employing, directly and
indirectly, over half of the working population. Annex I in this report
contains a detailed overview of the operations of this sector during the
past five years. Growth in the sector, while subject to cyclical
volatility, has exhibited a positive secular trend since World War II.
Within the Caribbean region, The Bahamas has over twenty percent of total
stopover visitor traffic, and also has a large share of cruise ship
passenger arrivals. Most of the tourists to The Bahamas originate from the
United States (85% in 1984), and this share has been climbing steadily
since 1980, primarily as a result of the exchange strength of the US
dollar, to which the Bahamian currency is tied, vis-a-vis other tourist
market currencies such as Europe. It should be noted, however, that the
current proportions of tourist origin were normal throughout the 1960s and
early 1970s.

3.05 Following a major decline in visitor arrivals in 1981,
concomitant with a recession in the US, there has been steady growth since,
and the outlook for 1985 is also very positive. There is a strong positive
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relationship between the performance of the tourism sector and the
performance of the US economy.7 / Arrivals in the first four months of 1985
are 12% higher than the corresponding period of 1984. Even more impressive
growth has been recorded in cruise ship passenger arrivals, which have
almost doubled over the past five years. Most of this growth in stopover
visitor and cruise passengers has been to New Providence, and in fact there
has been a steady decline in visitor arrivals to Grand Bahama, the other
main center, with the number recorded in 1984 at the lowest level in over
five years. Furthermore, the growth in overall numbers masks another
disturbing trend which is revealed by an analysis of total stopover visitor
nights. In 1984, total visitor nights for the country were only 0.3Z
higher than that recorded in 1980. This less than proportionate rise in
the volume of stopover nights is due to a decline in the average length of
stay from 7.14 in 1980 to 6.46 in 1984, and, in part, reflects the
increasing importance of short three or four day package vacations, and the
rising importance of the Southeast of the US as a market source.

7/ Linear regression calculations were made for the period 1969 to 1984
utilizing the following specifications:

Tt - a + bY + e St - a + bY + e
log T4 - loga + blog Y + e logS4 - loga + blogY+ + e

Where T - total visitors; S - Stopover Visitors and Y - US GNP in 1962
prices. The results obtained were as follows:

T - -518.24 + 1.62Y logT - -1.79 + 1.28 logY
(t - 6.80) (t - 6.16)

R2 - 0.77 DW - 1.64 R2 - 0.75 DW - 1.72

S - -439.52 + 1.12S logS - -2.84 + 1.3b logY
(t - 6.76) (t - 6.39)

R2 - 0.81 DW - 1.59 R2 - 0.79 DW = 1.63

These results indicate that for every billion dollar growth in real US
GNP, stopover visitor arrivals should increase by about 1100; or for
every 1X growth in real US GNP, stopover visitor arrivals should
increase by 1.36Z. Interestingly, this income elasticity appears
considerably lower than the 3.1% recorded in a regression run for the
period 1958 to 1972, indicating possibly that the higher growth phase of
tourism in the Bahamas is over and the sector is "maturing" and becoming
less of a luxury item in the US consumer spending patterns. Also of
interest, is that the above regressions were calculated using real US
personal disposable income, but no significant relationship was found to
exist between this variable and visitor arrivals in The Bahamas. This
should not be taken to imply that US personal disposable income is
irrelevant but rather it indicates that a more detailed and
sophisticated model specification is called for, particularly one that
incorporates price variables for The Bahamas and other, competing
destinations.
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Table 12: Tourism Summary Data

1980 1981 1982 1983 1984

Stopover Visitors ('000) 1181.3 1030.6 1101.1 1240.0 1310.0
(% Change) (4.6) (-12.7) (6.8) (12.6) (5.6)
Average length of stay
(nights) 7.14 7.25 6.80 b.57 6.46

Tourism nights (Visitors x
Aver. Length of Stay)('000) 8434.5 7471.9 7487.5 8146.8 8462.6

(% Change) (6.5) (-11.4) (0.2) (8.8) (3.9)
US Visitors Share (x) 74.8 76.8 82.7 84.8 86.7
Available rooms 11489 11903 12406 13233 13449
Average Occupancy Rates (Z) 69.1 59.8 58.2 63.3 61.6
Stopover Average Daily
Expenditures ($) 63.89 79.31 80.97 87.29 89.29

Total Stopover Visitor
Expenditures ($Million) 538.9 592.6 606.3 711.1 755.6

Source: Statistical Annex Tables 7.1, 7.2, 7.3.

3.06 While demand, as measured by total visitor nights, has grown back
to 1980 levels, there has been a significant increase in supply, as
measured by available hotel rooms, over the past five years. In 1984 there
were 13,449 available rooms which represents a 17% increase in capacity
over those available in 1980. Almost all of this increase has been in New
Providence. As a result, given modest increases in visitor nights, there
has been a decline in average occupancy rates and considerable discounting
on room rates. The situation in Grand Bahama is even more serious, where
not only has traffic declined due to adverse market perception, but
considerable hotel capacity exists which is not presently being utilized.
Within this market environment, the hotel industry in The Bahamas, on
aggregate, is not very profitable by worldwide standards. In 1984, gross
operating profit (income before depreciation and debt service) was 7.3% of
operating revenues, which compares to a worldwide average of 26.0%. This
income level would not normally cover fixed changes, let alone provide an
attractive rate of return on capital employed. The strong demand witnessed
thus far in 1985, suggests that both capacity utilization and average room
rates will rise during the 1985/1986 winter season; however, enhanced
profitability is not assured unless operating expenses continue to be
contained. By worldwide operating standards, hotel operating efficiency in
The Bahamas is not good. There are about 1.2 employees per room in The
Bahamas as compared with an industry average of 0.8. Payroll and related
costs amount to 38.8% of revenues in The Bahamas compared to a 28.9%
worldwide average, and administrative and general expenses in 1984
accounted for 17.7% of revenues compared to the 8.5% average elsewhere.
These averages in The Bahamas include, of course, both small hotels and
guest houses and the larger resorts, and, in consequence may be somewhat
misleading. Many of the larger hotels are very efficiently managed.
Nevertheless, it does indicate that for the overall sector, cost
competitiveness and containment should be of malor nolirv interert if thp
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long term state of the industry is to remain healthy. Further capacity
increases may be expected in 1986 and 1987, both in New Providence and
Grand Bahama, which could put further pressure upon occupancy rates and
average room rates.

3.07 The Government-owned Hotel Corporation of The Bahamas owns seven
major hotels in New Providence and Grand Bahama, which are either operated
by lease or management contract or are awaiting suitable operators. The
three hotels in Freeport have undergone, or are undergoing, renovation, and
all are expected to be ready by early 1986. One recently opened (February
1986) and is to be operated in joint venture with a foreign investor. With
respect to the general tourism promotion function, the Ministry of Tourism
has been most effective, and through diligent market research, targets its
potential customers most effectively through focused advertising. It is a
large Ministry, with staff of 320, and 15 offices abroad. Cooperation with
the private sector and island specific tourist promotion boards is good.
The amount spent on advertising and other marketing programs in 1984 was
$13.5 million, which represents a ratio of $5.87 for each tourist arrival.
This is lower than other major tourist destinations in the Caribbean
(Jamaica spends $22.70 per visitor and Puerto Rico 413.42) and, as such,
could be increased. However, given the general sophistication of the
Ministry's market intelligence network, the effectiveness of each
advertising dollar spent may be somewhat higher than for other regional
destinations. The highest growth origination points are Florida and
Georgia in the United States, even though the Northeastern part remains the
prime market. The promotional activities reflect this geographic
origination.

3.08 The appropriate future Government tourism policy will need to
encompass a number of factors. First, considerable attention must be
directed to improving the traffic to Grand Bahama and the Family Islands.
This will require considerable promotional efforts as well as improving
access to the Family Islands. Second, improvements will continue to be
necessary to improve the supporting infrastructure. In particular, the
airport in New Providence requires expansion of the terminal and passenger
processing facilities. Furthermore, efforts must be made to improve the
poor passenger perceptions of Bahamasair and its inter-island operations.
Third, the Government should carefully monitor the growth in capacity.
While there is obviously considerable growth potential within New
Providence, a too rapid expansion of total accommodations could impose
severe burdens on the available infrastructure, particularly utilities.
Furthermore, in order to stem the heavy intercountry migration, tourism
developments must occur outside New Providence. Finally, the overall
profitability of the hotel sector is materially influenced by the room
capacity availability, and if this expands too rapidly, many operators may
not survive. In particular, it is the smaller institutions, which are most
likely to have Bahamian ownership, which suffer most during periods of
lower demand or excess capacity. While it is crucial to expand employment
opportunities via further investment in the sector, it is equally important
to ensure that the existing industry remains healthy. Fourth, a careful
watch should be kept on the price competitiveness of the sector. Visitor
surveys suggest that many visitors have poor perceptions of the cost of
meals, surcharges and taxes, transport and other non-room expenses.
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Offshore Banking

3.09 Between the establishment of the first financial institution in
The Bahamas in 1835 and the end of World War II, the financial sector in
the country was primarily concerned with domestic, retail banking
activities. Since this time, however, the sector has experienced very
rapid growth in offshore banking and trust activities, following the growth
in Euro-currency market activities. A variety of factors have accounted
for this growth. In the 1950s, the major industrialized countries imposed
a variety of foreign exchange and investment controls, which, together with
high rates of taxation and a large volume of US dollars outside the United
States, led to the search for financial centers that could circumvent the
plethora of controls, maximize post tax yields and preserve capital
values. The Bahamas, with no income taxation, liberal registration and
licensing rules, bank secrecy enshrined in law, absence of foreign exchange
controls on transactions between nonresidents, a reasonable infrastructure
in the same time zone as New York, and political stability, seemed ideally
suited. As a result, by 1965, more than 600 companies had established
themselves in The Bahamas. Some of these concerns were of questionable
financial integrity, and the Government quickly realized that the country's
existing banking legislation (the Banks Act of 1909) was inadequate to the
task of regulation in a major offshore center. Thus, in 1965, the Banks
and Trust Companies Regulation Act was passed, which allowed for a more
appropriate system of licensing and supervision. Following this move, the
number of financial institutions declined. However, since that time there
has been steady and consistent growth, even since the establishment of the
Central Bank in 1974, which increased supervision and regulatory
functions. By the end of 1984, 363 banks and trust companies were licensed
to operate in The Bahamas. While the exact volume of business undertaken
is unclear, estimates indicate external assets and liabilities of about
$160.0 billion by mid-1984.

3.10 This growth over the past three decades has meant that banking
and finance is the second most important economic activity in the country.
The direct benefits of offshore banking are more closely related to the
number of banks rather than in the nominal volume of business routed
through the centers. In this regard, The Bahamas has done very well,
although accurate measurements of the economic benefits accruing from
offshore activities are difficult due to the difficulty in separating these
benefits from those derived from the banking sector as a whole, as a number
of institutions operate both offshore and within the domestic market.
Nevertheless, the Central Bank has endeavored to produce some estimates.
These indicate that employment attributable to the activity reached nearly
900 by 1983, of which 85X were Bahamian. This proportion has been
increasing over the last decade, indicating that Bahamians have been slowly
moving into middle management positions. Furthermore, within the whole
banking sector, considerable in-house training and education is undertaken
which could further expand overall Bahamian involvement in the offshore
sector. Government fees and charges on the sector are modest at about $1.7
million in 1983, which represents about 0.5 of Central Government
revenue. Local expenditures generated by offshore activities also
represent an economic benefit. In 1983 this was estimated to be $43.9
million of which $16.7 million was salaries of the workforce. This
represents a positive gross contribution to the balance of payments, but of
course, the net contribution will be somewhat lower, dependent upon the
respective income multiplier and import income elasticitieR. While these
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assist general economic growth. It has been argued that the existence of
the offshore sector in The Bahamas has improved the Government's access to
international capital markets. This access has been demonstrated over the
past five years (the Cable Beach construction loans for example), however,
whether the interest rates charged are lower than they would otherwise
pertain in the absence of the sector, is unclear. Also, the
telecommunications system in the country is now quite advanced, which,
while it may have imposed certain capital development costs, the existence
of heavy users of the system has assured its financial viability. This
system obviously represents a benefit to other sectors of the economy. As
noted earlier, the sector has fostered over the years a cadre of local,
highly trained staff, both within offshore banking and in the ancilliary
services (accounting, law, computing) which serve the sector. Furthermore,
the existence of this pool of skills and ancilliary services is an
attraction to other forms of commercial activity, whether it be offshore or
domestic production. Finally, the Government considers that a certain
amount of complementarity exists between a sophisticated offshore financial
center and the country's tourist product, insofar as a variety of business
meetings and conventions are held in the country because of the quality and
breadth of tourism facilities.

3.11 In contrast to the perceived benefits, the economic costs are
considered slight. The real opportunity cost of lost output in other parts
of the economy is small due to both the lack of real alternative uses for
resources used and the underemployment in most other sectors. Any untoward
impingements upon the local monetary system, and hence monetary policy, are
negligible due to the Government's deliberate policy of segregation of
offshore banking business from domestic banking business. This segregation
is effected through the rigid application of exchange control regulations.
Purely offshore companies, which are designated nonresident, may operate
without restrictions in the international market, but require the Central
Bank's approval for any transactions in Bahamian dollars. Thus, for
example, in circumstances of excess liquidity, local financial institutions
cannot deposit funds with the offshore banks, since the latter are not
permitted to hold Bahamian dollars except to cover local expenses.
Finally, the real cost of supervision of the sector by the Central Bank is
relatively low, and this has been further facilitated by the sector's own
code of conduct as put forward by the Association of Offshore Banks and
Trust Companies.

3.12 The overall outlook for the sector appears good, although the
pace of growth of employment creation may moderate over the next decade.
While the volume of business and banking transactions increase rapidly,
this is unlikely to lead to a similar increase in staff, due to
underutilized capacity and further advances in office and telecommunication
technology. To offset this trend it should be noted that trust and
financial management services are more labor intensive and this form of
offshore activity has been increasing in recent years. Also, there has
been an increasing trend for some of the Euro-currency banks to float
debenture bonds from their Nassau office. Both hold the prospect for
further value added in the sector and higher employment. While there has
been this trend in The Bahamas to move towards "functional" versus "paper"
operations, it is still mainly a booking center. It would be desirable to
encourage further this trend, as the demand for individual "paper" centers
is very sensitive to minor changes in charges and regulations, as it is
fairly easy to relocate operations. "Fiinetional rpntprq". c'iich qe
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profits in their own right and there is a higher capital commitment to the
center. In other respects, however, The Bahamas does already enjoy
considerable advantages that should ensure that its offshore banking
activities remain. First, the demand for a given center is positively
related to the number of institutions already located in the center, as
most operations are interbank, and there are external economies associated
with operations in a single center. This does present a substantial
barrier to entry for new centers that may wish to start, particularly in
the Caribbean region. Second, most observers believe that the coverage,
particularly geographically, of the existing offshore centers, is very near
saturation point.

3.13 It was felt at one time that efforts to forestall any further
growth in offshore financial activites by some large industrialized
countries would prove detrimental to The Bahamas and other 'paper"
centers. And, in fact, the growth of Bahamian offshore banking did level
off with the initiation of International Banking Facilities (IBFs) in New
York in December 1981, and subsequently in other US regional money
centers. Nevertheless, these fears have proven to be unwarranted. It is
now recognized that IBFs are not suitable for booking certain types of
deposits, and Federal Reserve Board regulations prohibit IBFs from issuing
negotiable certificates of deposit or taking non-bank deposits of less than
$100,000 at less than 48 hours maturity. Possibly more importantly, IBFs
are subject to every aspect of the US legal and regulatory system. It is
noteworthy that no foreign bank branches have closed as a result of the
IBFs.

3.14 Another area of concern for The Bahamas, and other offshore
financial centers, is client account secrecy and the demands that have been
made by some Governments' law enforcement authorities for disclosure of
account information. The Government of The Bahamas has sought to cooperate
with other Governments in establishing an appropriate framework and set of
rules for such information flows. However, it has started that a prima
facie case must be established against an individual and that the supposed
crime is also an offense under Bahamian law. As such, evasion of taxes is
not grounds for supplying another Government with account information. The
Central Bank believes that the problem of criminal elements utilizing
offshore financial centers can be met by proper and more effective bank
supervision and several of the supervisory measures that have been taken in
the past year have been aimed at discouraging illegal transactions. This,
together with the increasing recognition that this problem must be dealt
with in an international context, appears to have forestalled any bilateral
crises.

3.15 There are a number of other offshore activities that the
Government of The Bahamas would wish to see further developed. One
includes offshore insurance and reinsurance, particularly captive insurance
companies (those owned by a large multinational to handle the parent
companies' insurance needs). In the 1960s, there was quite a large number
of captives in The Bahamas, however, due to some ambiguities in the local
regulatory legislation, particularly a 1% insurance premium levy, most of
them moved to other countries, such as Bermuda and the Cayman Islands.
Amended legislation has been introduced in 1983, that removes all taxes on
premiums and restrictions on investments. It is hoped that this amendment,
together with the already existing network of complementary infrastructural
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facilities, will bring back much of this insurance business. A specialist
advisor has recently been employed by the Government to assist in this
development of the captive market. The other area of promising offshore
activity concerns shipping flags of convenience. The Bahamas is now
believed to be the third largest flag of convenience registry in the
world. Since January 1985 very rapid growth in ship registry has occurred,
such that by mid-year, 304 ships, with a gross tonnage of 3.68 million,
were registered. In 1984, Government revenues from this source totaled
$1.279 million, and it is expected that by the end of 1985, these revenues
should rise to $2.5 million on a registry of 5.0 million gross tons.
Bahamian success in this venture is largely attributable to the early
development work undertaken by specialist consultants, culminating in the
Merchant Shipping Act of 1976, which laid down procedures and safety
regulations that are acceptable to the more reputable shipping insurance
entities.

Manufacturing

3.16 It has been a constant desire of successive government
administrations in The Bahamas to expand the country's manufacturing and
industrial output. This desire has been manifested in a variety of
incentive legislation that has been passed in the past twenty-five years.
This includes the Hawksbill Creek Agreement (1955), which provided a
mandate for the Grand Bahama Port Authority to develop industry on that
island; the Industries Encouragement Act (1970); the Agricultural
Manufacturers Act (1971); and most recently the Free Trade Zone Act passed
at the end of 1984. All these acts provide for duty-free importation of
raw material and capital inputs and a variety of tax exemptions. While
some large scale industrial activity (oil refining and chemical and
pharmaceutical production) has been attracted to Grand Bahama, the
manufacturing sector in The Bahamas is relatively small, accounting for
about 10 percent of GDP, with very little linkage developed with other
sectors of the economy (although there are some limited agricultural food
processing facilities). The performance of the sector is determined by
external demand, which in 1980-81 was very depressed causing the steel and
cement plants to close. Since then there has been some improvement, driven
by exports of chemical and pharmaceutical products. However, the oil
refinery has been experiencing considerable difficulty, and by mid 1985,
refining activity had ceased, leaving only a transhipment and bunkering
facility.

Table 13: Exports of Selected Manufacturing Companies

(Millions 8$)

1980 1981 1982 1983 1984

Chemical Products 49 50 67 84 101
Alcoholic Beverages 19 14 16 13 18
Cement 14 2 2 - -
Salt 4 6 8 8 9
Steel Products 4 - - - -
Output of Refined Products
('000 barrels per day) 222 130 99 176 150

Source: IMF Staff estimates
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3.17 In recognition of the need to encourage foreign investment in the
sector, the Government has endeavored to enhance its promotional and
informational capacity. In 1981, the Bahamas Agricultural and Industrial
Corporation (BAIC) was established to act as a central agency for all
potential private investors seeking advice and assistance on investment
opportunities. The gestation period for this entity has been long,
primarily due to a lack of financial and staff resources, however the
promotion function is coming on stream. BAIC is utilizing the UNIDO
investor search networks based in New York, and is in the process of
developing a variety of project profiles for likely manufacturing activity
and an investment guide. Furthermore it is engaged in a search for a
suitable management company to administrate the newly created Free Zone in
New Providence.

3.18 Given the country's close proximity to the United States, its
position in relation to already established shipping routes, and the
potential access to U.S. markets as a result of the Caribbean Basin
Initiative, the Bahamas does have potential for further industrial
expansion. The exact nature of this expansion is far from clear however.
The Government has its desire to foster labor intensive activities,
particularly in the new Free Zone in New Providence, however, several
existing firms have stated they have encountered difficulty in acquiring
reliable, adequately trained labor, and that the wage rates in the country
are rapidly approaching comparability with those in the United States.
Thus, notwithstanding transport cost advantages, it is unlikely that the
Bahamas will be able to compete for labor intensive manufacturing with
other Caribbean countries. Most of the industry that has located in the
country has been capital intensive, and, with the possible exception of
some agro-processing activities, this tendency is likely to continue. In
this situation, it behooves the Government to endeavor to raise the
technical skills capability of the potential workforce and concentrate its
promotion efforts on higher technology type operations. Furthermore, while
some scope for import substitution does exist (possibly in some
agricultural and agro-processing activities), the small size of the
domestic market inhibits the realization of scale economies for most
manufacturing operations. It will be important to avoid import
substitution activities that require high levels of protection as this
could significantly influence the cost competitiveness of other, more
important sectors, such as tourism. Finally, while the increased
promotional activity is commendable and necessary, it is equally important
to ensure that the supporting government administrative system is efficient
and facilitative. Some existing manufacturers have encountered delays in
administrative requirements, such as residence permit applications for
expatriate technical and managerial labor.
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Agriculture and Fishing

3.19 The Government attaches considerable policy importance to the
expansion of domestic agricultural production to reduce import dependence
(about 85% of locally consumed food is imported), increase the agriculture
sectors linkage to the tourism sector, and expand and diversify the export
base. Over the past decade, the various programs that have been instituted
as a result of this policy, have enjoyed varying degrees of success and
total agricultural and fishing activities still account for less than 5% of
GDP. The sector is dominated by small scale operations with production of
poultry, fruit and vegetables for the local market, with some exports of
citrus fruit and seasonal vegetables. Overall agriculture and fishing
production improved significantly in 1984, rising by 25% over 1983. This
was due to increases in poultry production (21.5%), fruit and vegetables
production (36.4%) and crawfish exports (25.4%). Exports of scale fish
came to a virtual halt in 1984, as the major exporter introduced
alterations to an existing storage facility.

3.20 Government efforts to encourage local agricultural production
include providing farmers with a guaranteed minimum price for output from
the Government administered Produce Exchanges, and imports of fruits and
vegetables have been regulated by the Department of Agriculture since
1981. During periods of local supply, the granting of import licenses is
restricted. Furthermore, the Department operates a smallholder credit
scheme providing up to $300.00 per acre, free of interest charges, and
exceptions on import duty for capital inputs. There are a variety of
research and technical assistance programs, with on-site extension
available.

3.21 Despite these efforts, considerable expansion potential exists
for a wide variety of crops. It is estimated that about 40,000 acres are
presently cultivated, which represents only about 10% of the acreage that
is suitable for tillage. A variety of impediments are inhibiting the
fulfillment of this potential. Local labor is expensive and difficult to
obtain, which in turn demands a high degree of mechanization on relatively
large holdings to be economically viable. This further demands a high
level of technical sophistication and scientific farming practices, which
in most cases, is not available locally. The Government recognizes the
importance of foreign investment, and the technical expertise inherent in
such investment, however, the Government policy is not clearly
articulated. The Department of Agriculture follows a policy of advising
potential investors that for investments below $2.0 million, the equity
participation in the venture must be at least 60% Bahamian. This policy
has no legislative underpinning. While no comment can be made on the
policy itself, the uncertainty engendered by the lack of a clear and
consistent
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policy, within a legislative framework, may inhibit the flow of foreign
investment into agricultural activities which have both a domestic and
export focus. In.the absence of such investment, the pace of development
of export crops in The Bahamas will be slow.

3.22 Another inhibitor to development of the sector concerns the
domestic marketing arrangements. The system of island-wide Packing Houses
and Produce Exchanges in Nassau and Freeport, introduced in the mid-1970s,
is currently losing about $3.0 million per annum, with a cumulative deficit
of about S18.0 million. The overall goal of the scheme, as noted above,
has been to assist small scale farmers, particularly in the Family
Islands. No budget provisions are made for this scheme; the Treasury
provides the funds in the form of "advance accounts", with receipts from
sales offset against these accounts. There is no annual consolidation of
the costs of this scheme, and, as such, expenditure control is difficult.
The scheme has made deficits since its inception, in part because of high
spoilage rates, poor quality standards and high overhead costs. A
fundamental flaw, is that the scheme purchases farm produce with no limits
with regard to quantities purchased. In 1984, purchases totalled S3.65
million, whereas sales realized $1.1 million. While the subsidy elements
inherent in the present operations may be deemed appropriate from a
development and sociological viewpoint, it is clear that a regularization
of the financial monitoring and controls is needed. Only in this manner
can the full costs of the scheme be periodically compared to the benefits
derived. Furthermore, a review of operational procedures, with the object
of improving quality control, pricing policy and supply management, is
urgently required.

3.23 As with agriculture, there is considerable scope to expand the
Bahamian fishing industry, which is at present unable to supply fish in
sufficiently regular quantities, of the requisite quality, to meet the
domestic demand. The industry, while small, is important to certain Family
Island communities, but one of the major constraints is a lack of manpower
and adequately trained personnel, due to the attraction of better paid jobs
in other sectors. Various efforts are being made to encourage young people
to enter a fishing career, with a variety of training programs.
Furthermore, efforts are being made to expand the supporting processing
and marketing infrastructure. A central landing facility, with cold
storage, was established in Nassau in 1983, and despite some machinery
problems is now back in operation. A review and redrafting of a variety of
fishing regulations is under way, that should both upgrade quality
standards and provide a sound foundation for improvements in the marketing
systems. Aquaculture has significant potential and foreign investment is
being sought.

3.24 While there is considerable potential to expand agricultural and
fishing activities, the Government must place development in this sector in
the context of the country's present comparative advantage and wage
structure. Long term protection and subsidization of a high cost,
inefficient sector will not serve the country's development interests. The
country's proximity to the Southeastern US means that the cost efficiency
of production will have to be comparable if the sector is to enjoy long
term growth. To achieve this, the scale of operations will have to
increase and the technology employed to be of a high standard. The capital
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cost inherent in such types of farming means that foreign investment and
joint venture activity is of crucial importance. This investment brings
both the technological expertise and marketing knowledge necessary to
establish a viable export sector. In this context, it is imperative that
the Government's policies pertaining to foreign investment in the sector
are both clear and realistic.

Social Sectors

Education

3.25 The Government of The Bahamas has made a major effort to enhance
the country's education system over the past two decades. Expenditure on
education rose from 10.7% of government expenditure in 1955, to a peak of
24.99% in 1974, declining to 17.36% by 1984. In the early 1970s, a large
expansion of secondary schools and teacher accommodations occurred in the
Family Islands which substantially improved the availability of higher
education to poorer sections of the community. Furthermore, there has been
a steady effort to improve the quality of the teaching staff and the
relevance of the education curricula. In 1975, the ratio of trained to
untrained teachers in Government schools was 2.1 to 1, by 1984 this ratio
was 5.8 to 1. Furthermore, there has been a steady decline in the student
to teacher ratio, which, for the system as a whole, was 34 to I in 1976 and
21 to 1 in 1983.

3.26 Despite these advances a number of problems remain. First, the
economy has not expanded and diversified regionally, with the result that
migration from the Family Islands to New Providence has been large. Thus,
in some respects the educational infrastructure created in these islands is
being under-utilized (the student population in the Family Islands was 9.8%
lower in 1983 than in 1974). Furthermore, the cost of provision of the
service, on a per student basis, has risen with the result that some
consolidations may be necessary at a future date. Second, while the
coverage of the educational system has improved immensely, quantitative
measures indicate that the quality of the system needs further
enhancement. The high school drop out rate is large at about 35% of the
total school leaving age and this percentage has not really declined over
the past five years. Furthermore, the success rate on external and
national exit examinations needs to be improved. Finally, there is need to
expand technical and science training, particularly as these pertain to
specific industrial vocational skills to overcome shortages in the
industrial and construction sectors. The Ministry of Education is aware of
all these problems and challenges and is endeavoring to introduce the
qualitative improvements necessary. In particular, strong emphasis is now
being placed on an industrial training program, in conjunction with the
private sector and the College of The Bahamas.

Health

3.27 Substantial progress has to be made in The Bahamas in the
provision of health care and the general health of the population. Life
expectancy has consistently improved and the crude death rate declined from
6.5 per 1,000 in 1970 to 5.0 per 1,000 in 1980. Available hospital beds
have increased by 10.5% over the last decade and doctor and nurse patient
ratios have improved by 37.6% and 36.0% respectively over the same period.
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Child diseases have declined dramatically following a comprehensive system
of innoculation, with a goal of 90% coverage by 1986. There were no cases
of diptheria, tetanus or poliomyelitis in 1984, and there are no major
malnutrition problems. In many respects, the country is beginning to
experience so-called developed country diseases such as diabetes, cancer
and hypertension.

3.28 Despite this progress, further developments are necessary in
certain key areas. The remoteness of some of the islands does affect the
quality of health care provision, and the Ministry of Health recognizes the
need to upgrade clinics in the Family Islands, which in some cases are
quite rudimentary. The main Princess Margaret Hospital in New Providence
is in need of expansion, as is the Grand Bahama Hospital. While there is
generally adequate staffing in the professional categories, the
availability of support staff (in laboratory services and radiography, for
example) have created problems, and the Ministry of Health is actively
seeking to sponsor training in a number of these areas. In the longer
term, the Ministry of Health is to focus on two new policy thrusts. First
is a desire to establish a proper system of environmental control and
monitoring, particularly with regard to waste disposal. Second, a review
is presently being undertaken of possible alternative mechanisms for the
provision of health care. This includes an assessment of the feasibility
of instituting a national health insurance scheme. No decisions have been
made on this. However, there is a growing recognition that increasing
public contributions to the health care system are necessary. In April, a
variety of service fees at the major hospitals were raised, the first
change in ten years, as a result of rising costs. In 1984 the Princess
Margaret Hospital had costs of $28.5 million and fee revenues of $1.4
million. Out-patient fees have been raised from $1 per visit to $10,
together with increases in the whole gamut of support services. In-patient
prices were to be raised in July 1985. In general, these measures are
appropriate given the increases in income per capita over the last decade
and the need to ensure that the consuming public is more fully aware of the
resource costs of the health care system. Under the past rate structure,
over a ten year period, the number of out-patients nearly doubled. Many of
these visits the health care professionals considered unnecessary, and
attributed to the very low tariffs involved.

Housing

3.29 The country is facing a housing shortage, which will become more
acute over the next decade, unless a variety of measures are taken.
Between 1970 and 1980, population has grown faster than the number of
households (23% versus 19%), with more than 5,000 households presently
occupied by two or more families. New housing production over the past
decade has been below required levels, creating a backlog of housing
demand, particularly for the lower income groups. In addition,
considerable rehabilitation is needed of the existing housing stock. Of
all housing, 40% is considered to be in average to poor condition, and 2
out of 3 households do not have water piped into the dwelling.

3.30 A number of factors may account for this situation. Mortgage
financing has not generally been available to lower income groups, and even
where available, has been inhibited by a very poor land title
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administrative system that created clear title problems. The residential
construction industry in The Bahamas is underdeveloped, with many small
contractors of low productivity. As a result, costs are high and
experimentation with alternative and cheaper methods has been deficient.
Finally, Government initiatives in the sector, until the early 1980s, have
been deficient.

3.31 In early 1984, a housing needs survey was completed which gave
some indications of what would be necessary to rectify this situation over
the next decade. It is estimated that about 2,000 new units per annum will
be needed, mostly in New Providence. This requirement is double the level
of housing production achieved during the earlier years of this decade. Of
this requirement, over 50% will be for housing costing below $35,000 (1984
dollars). This rate of construction should increase investment in housing
to about 5.5% of GDP, as compared to the 3 to 4% recorded previously. In
conjunction with this increase in construction, the availability of new
mortgage financing will have to double to about $52.0 million per annum.

3.32 In recognition of these difficulties the Government is increasing
its involvement in the housing sector. In 1981, the Government started an
urban project in the Grants Town area of New Providence, which included
rehabilitation of individual houses and construction of new homes on vacant
lots in the project area. Furthermore, the project's scope was extended to
include the construction of public housing rental units for low income
families and senior citizens. In 1983, the Housing Act was amended, the
Ministry of Housing and National Insurance was reorganized and the Bahamas
Mortgage Corporation was formed. The Ministry is putting forward a seven
year housing program designed to address the shortages of low income
housing. This program includes private construction incentive grants for
low income housing construction. The Bahamas Mortgage Corporation has
enjoyed considerable success since its inception with about 370 loans on
repayment by early 1985, with a large backlog of mortgage applications
pending. To further consolidate the progress made, two further areas
require attention. There is an urgent need to develop a system that will
resolve the land title problems that presently exist and facilitate title
transfers in the future. And, there is need for a comprehensive physical
development plan for New Providence that covers land use, zoning,
infrastructural and utility requirements and environmental and ecological
factors. This latter exercise would facilitate the programming of needed
public investments when required.



- 36 -

CHAPTER IV - ECONOMIC PROSPECTS AND FUTURE ISSUES

4.01 The primary economic management and development challenge for the
Government of The Bahamas is to sustain the considerable economic progress
made in the last three years and to encourage further an equitable regional
distribution of this growth. To a large extent, the pace of future
economic growth is out of the Government's hands insofar as the country's
main sector is so dependent upon economic performance in the United
States. While the Government's diversification efforts in agriculture and
industry may help to reduce the level of this dependency, it is unlikely
that any significant reductions will be made over the next decade. Given
this situation, it will be crucial that the Government monitor, very
carefully, balance of payments performance and fiscal balances, in order to
react speedily should overall economic growth become less robust. Net
private capital flows into the country have historically exhibited very
volatile year to year movements, which, when combined with the inherent
volatility of tourism visitor arrivals, contribute to considerable pressure
on international reseryes. As a result, it would be prudent to target a
longer run increase in the reserves to import coverage over the next
decade.

4.02 The economic projections discussed in this chapter, and the
baseline scenario shown in Tables 9.1 to 9.4 in the Statistical Annex,
attempt to show possible quantitative macroeconomic implications, given
certain determining assumptions. It should not be construed that these
baseline projections represent the most likely scenario, but rather
indicate the magnitude, and direction of movement, of certain policy
variables, should the underlying assumptions occur. To complement this
analysis, a variety of the underlying assumptions are altered in order to
assess possible policy choices and focus attention on certain structural
weaknesses.

Baseline Projection Assumption

4.03 As was noted in Chapter III, the relationship between stopover
visitor arrivals in The Bahamas and the US GNP is positive and robust. The
elasticity found was 1.36, which was somewhat lower than that found for an
earlier decade. Given this relationship, and the importance of the sector
to the overall economy's fortunes, the performance of the US economy should
have a significant influence on Bahamian economic performance. Projections
for US real economic growth were drawn from World Bank estimates and the
elasticity of 1.36 applied to obtain growth in stopover visitors. Past
cruise visitor arrivals have been more vigorous, hence, this category was
assumed to grow more strongly for 1985 to 1987, but then follow the same
growth trend as stopover visitor arrivals. Utilizing average daily
expenditure, in 1977 prices, and average length of stay data, tourism
expenditure was calculated in 1977 dollars. Further, utilizing past ratios
of tourism expenditure to GDP (50.5Z average), GDP at constant market
prices was projected out to 1995. Other exports of goods were projected to
grow at the resultant rate of GDP growth, and other services, which include
local expenses of offshore companies, were projected to grow at a more
moderate pace of 2% due to the reduction in oil refinery operations and
slower growth in the offshore banking labor force.



- 37 -

Table 14: Growth Assumptions

1985 198b 1987 1988 1989 1990-1995

US GNP Growth (X) 3.3 2.8 2.8 2.8 3.5 3.0
Stopover Visitor
Growth (X) 4.448 3.810 3.810 4.60 5.032 4.08

Cruise Visitor
Growth (X) 7.0 7.0 6.5 4.760 5.032 4.08

Stopover Visitors
('000) 1354.5 1400.6 1476.8 1547.1 1616.5 2131.2 (1995)

4.04 Imports of goods and non-factor services were projected to grow
at the same pace as GDP with the exception of oil imports which were
projected to grow at 80% of.the GDP growth rate to reflect economies and
efficiencies expected in electricity generation and slower growth in the
overall domestic transportation sector. This assumption of unitary income
elasticity for most import goods may understate the true propensity to
import with respect to income. Over the previous five years, data
indicate an average elasticity of about 0.85 in nominal terms and 1.35 in
real terms. This difference may be explained by an improvement in the
terms of trade facing The Bahamas, which is not projected to continue.
Furthermore, as the Government has evinced a strong desire to reduce food
imports and improve domestic agriculture, the present unitary elasticity
assumption should represent a realistic point of departure. This
assumption is changed, and its implications assessed, later in the Chapter.

4.05 Price indices relevant for exports and imports were made up as
follows: for export goods the World Bank's manufacturing value index (MUV)
was utilized; for imports of goods, an index was constructed reflecting
both the MUV and projections of the US producer price index. Oil import
prices were projected according to the World Bank's commmodity price
projections, and prices for non-factor services were projected to follow
projections of the US GDP deflator. For tourism and other service export
earnings, a composite index was constructed utilizing food commodity price
projections and the MUV.

4.06 For the remainder of the national accounts, public investment was
presumed to grow at the same pace as GDP growth, whereas private investment
was constrained to 2 or 3% for the 1985 to 1988 period, to reflect lower
hotel and housing construction activity, but was presumed to grow at the
same rate as GDP thereafter.

4.07 The final important area of projection construction concerned the
public sector. With respect to current revenues, taxes on international
trade were projected to maintain the same relationship to imports as shown
in the past (about 20% average over the past ten years). This ratio is
somewhat lower than that exhibited in the past two years, but as noted in
the preamble to the Statistical Annex, some discrepencies in the trade data
may exist and until a final set of trade data has been completed, the 20%
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ratio represents a cautious compromise. Tourism taxes are expected to
remain at 7.3% of stopover expenditure (reflecting the previous five year
average) until 1988, from when they are presumed to increase to 8.0% as a
result of further casino capacity in Freeport. Property taxes are expected
to grow substantially over the next four years, from 0.76% of GDP in 1985
to 1.25% of nominal GDP in 1988. This reflects the Government's stated
desire to improve and update the collection and valuation system. It is
presumed to remain at 1.25% of nominal GDP from 1988 to 1995. Other taxes
and non-tax revenues are presumed to maintain past ratios with respect to
GDP and remain at 1.78% and 4.3% respectively over the complete projection
period. Central Government current expenditure was presumed to grow at
approximately the same rate of growth as nominal GDP at market prices, with
slight variations due to interest payment variations. With respect to the
public corporations, revenues were presumed to grow either at the pace of
growth of nominal GDP or tourism expenditures, depending upon the
corporation's activity. Expenditures were presumed to grow at the same
rate as nominal GDP, except for the Broadcasting Corporation and
Bahamasair, which are expected to moderate their growth in current
expenditure in line with Government policy to improve the efficiency of
operations of both corporations. In the absence of a detailed consolidated
public sector investm@nt plan, public sector investment expenditures were
arbitrarily split between the Central Government and the public
corporations.

Baseline Projection Results

Table 15: Selected Macroeconomic Indicators - Baseline Scenario

1983 1984 1985 1990 1995

% of GDP mp (real)
Investment 23.3 21.4 21.9 22.0 22.2
Public 6.5 2.8 5.6 5.7 5.8
Private 16.8 18.6 16.3 16.3 1.3

Consumption 67.2 66.9 66.4 67.0 b5.9
Public 15.2 15.0 14.9 14.9 14.9
Private 52.0 51.8 51.4 52.0 51.0

Domestic Savings 32.8 33.1 33.6 33.0 34.1

% GDP mp (nominal)
Cntl. Govt. Current Revenue 20.2 20.4 21.2 22.0 21.8
Cntl. Govt. Current Expen. 20.5 20.0 19.9 19.7 19.5
Pub. Sector Current Acct. 1.5 4.0 4.3 4.9 4.8
Internal Debt 18.3 18.2 19.9 21.7 16.2

% GDP mp (nominal)
Export GNS 74.2 74.1 73.0 a0.9 79.6
Import GNS 64.7 62.8 62.0 68.7 69.1
Resource Balance 9.5 11.3 11.0 12.2 10.5
External Debt 15.3 12.3 10.1 2.4 2.8

Reserves/Imports (weeks) 6.4 7.9 7.5 8.8 12.1

Source: Statistical Annex, Tables 9.1, 9.2, 9.3, and 9.4.



- 39 -

4.08 Within the framework and constraints of the assumptions above,
the outlook for the Bahamian economy is very positive. The resource
balance widens to a peak of 12.2% of GDP in 1990, and thereafter declines
to a level comparable to that of 1983 and 1984. Public sector performance
improves steadily, with a Central Government current account balance rising
to 2.3% of GDP by 1990 and remaining at this level thereafter. The main
difficulties will occur over the early part of the projection period, from
1985 to 1989, when total external debt amortization requirements total
US$200.0 million8/. Given the modest private capital inflows projected and
the modest level-of future external debt disbursements assumed throughout
the whole projection period, considerable domestic borrowing will be
required (an additional $164.0 million from 1985 to 1989 over and above the
generated surplus of the National Insurance Board). There are, of course,
other options available which include lower levels of public sector capital
expenditure, and a rescheduling or refinancing of some of the external debt
obligations to encompass longer repayment schedules. Initial discussions
have already been undertaken with regard to the second option. If neither
of these options is followed, the situation will ease substantially from
1990 onwards, such that the ratio of internal debt to GDP will fall to
16.2% by 1995, from a level of 23.2% in 1989. External debt will remain
modest, rising marginally to 2.8% of GDP by 1995, and external debt service
requirements will also remain very low at about 0.5% of exports of goods
and non-factor services. From 1990 onwards there would be a steady rise in
net external reserves, reaching the equivalent of 12.1 weeks of imports by
1995, from a low of 6.4 weeks in 1983. It should be noted, that the
reserve position crucially depends upon the flows of public and private
capital. This latter category has exhibited considerable volatility in the
past, and as such, warrants careful monitoring and speedy adjustment of
domestic interest rates to maintain positive levels of private capital
inflows. Alternatively, in the event of lower than expected capital flows,
demand management policies will be necessary, particularly on domestic
consumer credit creation, to reduce import levels and raise the current
account balance.

4.09 The economic scenario discussed above represents one of many
possibilities, and given the strong stopover visitor growth, may be
construed as quite optimistic. In order to more fully explore policy
ramifications, a variety of the baseline assumptions are altered and
discussed below.

Alternative Scenarios

4.10 Scenario 1. Slower US Growth Rates - Slower rates of growth of
real US GNP, will influence the pace of growth of stopover visitor and
hence Bahamian GDP. Projections of US GNP growth were lowered (2.5% in
1985, 1.5% in 1986, 3.0% in 1987, 2.5% in 1988 and 3.0% in 1989 to 1995)
and applied to the baseline model. In this situation, very little
variation was noted in most macroeconomic variables, other than a real GDP
that was 7.8% lower in 1995 when compared to the baseline projection. There
was a modest deterioration in the resource balance of the balance of
payments, as a result of lower export levels.

8/ As noted in paragraph 2.22 of Chapter II, the Government has taken steps
to refinance a significant portion of the Hotel Corporation loans. As a
result, the amortization schedule should be stretched out, with the
result that projected domestic borrowing requirements should be lower.
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4.11 Scenario 2. Higher Import Income Elasticity - An import income
elasticity of 1.1 was applied to the baseline projection. With all other
parameters remaining the same, this adjustment had a significant impact
upon the balance of payments, creating a growing current account deficit
from 1991 onwards, contributing to a massive decline in net foreign
reserves (a decline of US S264.0 million in the four years up to 1995).
Private consumption in 1995 would increase from 51.0% to 55.6% of GDP, and
domestic and national savings would decline. The public sectors current
account balance would improve, as a result of improved tariff revenues from
the higher import levels, which in turn would allow for a more rapid
decline in the Government's internal debt. Nevertheless, this overall
macroeconomic situation would be unsustainable in the absence of very large
private and public capital inflows. When this higher import elasticity is
combined with the slower growth rates assumed above, the impact upon the
balance of payments becomes less catastrophic, however, the situation would
still not be sustainable. This scenario highlights the critical need to
monitor import levels and institute timely remedial policy action to reduce
aggregate demand in the event the external imbalance becomes too large.
The policy options available include an increase in the price of domestic
consumer credit and possibly, short term import tariff surcharges on luxury
items and consumer durables.

4.12 Scenario 3. Lower Stopover Visitor Growth Sensitivity to US GNP
Changes - The elasticity of stopover visitor growth with respect to changes
in real US GNP has been declining since the early 1960s. To assess the
implications should this trend continue, an elasticity of 1.0 was utilized
instead of the 1.36 used for the baseline projection. Furthermore, with
this lower elasticity, the slower US growth rates utilized in Scenario 1
above were introduced into the scenario. In this situation real GDP growth
rates are much lower, with the 1995 real GDP being l6.b% lower than the
baseline projection. Despite this, there was very little difference in the
relative magnitudes of other macroeconomic variables. The level of
internal debt remains almost unchanged in nominal terms, however, due to
the lower GDP level, its relative size is significantly larger. If the
higher import income elasticity of 1.1 is also factored into this lower
growth scenario, Government revenues improve, and hence, this allows for a
reduction in internal debt. The negative impact upon the current account
of the balance of payments becomes apparent in 1992, although the
imbalance, and hence the drain on foreign reserves, is less marked than the
higher growth scenarios discussed above.

4.13 Scenario 4. Lower Efficiency of Government Revenue Collection -
In 1983 and 1984, the Government introduced measures to improve import duty
collections and raised tariffs on some items. In consequence, within the
baseline projection it was assumed that there would be an improvement in
the ratio of taxes on trade to total imports, to 20% from 18.9% in 1984 and
18.6% in 1985. It is conceivable that Government efforts will not be as
successful as envisaged, due to both an increase in evasion (which has
already occurred for some items) and liberal duty-free exemptions.
Therefore, a lower ratio (19%) was introduced into the baseline model. In
this situation, the overall public sector deficit increases to about 2.0%
of GDP by 1995 and the need for domestic borrowings, in excess of the
National Insurance Board surpluses, increases by S222.0 million for the
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period 1985 to 1995, such that internal debt stands at 21.1% of GDP (with a
peak of 25.92 in 1989) in 1995 compared to the baseline projection of
16.22. This could prove quite burdensome, particularly during the 1985 to
1989 period when large external amortization payments occur, and impose
considerable pressures on credit availability to the private sector. If
this lower revenues efficiency scenario is coupled with the lower growth
scenario in Scenario 1 above, the situation becomes worse, with internal
debt rising to 23.2% of GDP in 1995. In both cases, there is no
significant influence on the external account, although in the slower
growth case, reserves improve due to the slower growth in imports. This
situation changes, however, if the higher import income elasticity of 1.1
is introduced, which creates balance of payments current account deficits
from 1992 on, and a reduction in foreign reserve coverage to 3.7 weeks of
imports by 1995.

Conclusions

4.14 While dependent upon the future growth performance of the United
States, the general outlook for the Bahamian economy appears good. The
most difficult period is from 1985 to 1989, when large external
amortization payments fall due. During this period, considerable recourse
to the domestic credit markets by the Central Government will be needed, if
public sector investment levels are to be maintained. Given the
infrastructure requirements in the Family Islands and social sectors, this
is desirable. The most preferred policy action, however, would be to
refinance the short term external obligations that would allow for a more
prolonged and progressive external amortization schedule9/. In this case,
debt service obligations would remain modest throughout the next decade and
beyond, and disruptions to the local credit market would be minimized.
Whatever occurs, the country is creditworthy for future external borrowing,
particularly so after 1989, if the present amortization schedule is adhered
to.

4.15 There are a number of vulnerabilities, however, that require
careful policy monitoring. The openness of the economy,and the high import
content of tourism and overall GDP, demand that a regular watch is
maintained on import levels. This will require timely trade data being
made available, which has not been the case since 1977, to ensure that
prompt action may be undertaken to forestall excessive foreign reserve
depletion. A variety of policy options are available, one of the most
important of which is interest rate policy. It will be crucially important
to allow domestic interest rates to respond flexibly to internal liquidity
fluctuations. In the absence of direct income taxation, this will be a
crucial factor in curbing aggregate demand, and hence curbing import
demand. With regard to fiscal management, it will be important to prepare
contingency plans should the planned improvements in property tax and
import duty collections be below expectations. This may require a
broadening of the tax base. Finally, continued attention must be directed
toward Bahamasair and the Broadcasting Corporation to further improve
operating performance, and a mechanism introduced to allow for more careful
scrutiny of public corporation capital expenditure plans.

9/ As noted earlier, this action has already been taken by the Government
in early 1986.
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THE BAHAMAS

THE TOURISM SECrOR

I. INTRODUCTION

1. Tourism is the predominant factor in the economy of The Bahamas.
Although the development of the tourist trade has been cyclical, the
secular trend has shown steady growth in the last 25 years. The most
recent downturn was in the early 1980s when demand was inhibited by
economic recession in the country's major tourism markets, particularly the
United States, which accounts for 86% of all tourist traffic. Recovery got
under way in 1983, was consolidated in 1984 and early indications are that
1985 will be a boom year.

2. Much of the resurgence in traffic has been in cruise visitors
which account for only 5.2% of total visitor expenditures. While arrivals
of stopover visitors, the economically most significant traffic segment
(92.3% of visitors' expenditures) have also reached record levels, the
volume of the tourist trade, as measured by the number of visitor nights,
only regained the 1980 level by 1984. The growing importance of
short-stay, three or four-day vacations requires a relatively greater
expansion in visitor arrivals in order to achieve the same volume of
visitor nights. Furthermore, tourist expenditures have risen modestly in
real terms (allowing for inflation), both because average prices have
scarcely kept up with inflation and because most of the traffic growth has
come from lower-spending socioeconomic groups attracted by bargain package
prices.

3. The challenge for the next few years is to balance traffic growth
against financial yield in order to optimize profitability. The
opportunities of the current period of commercial success are to reinvest
in renovation and expansion while accumulating adequate reserves to
buttress the tourism sector against any future downturn occasioned by
economic conditions in the United States.

4. There is also an opportunity to make difficult choices concerning
regional policies. While Nassau and Paradise Island (New Providence) are
the most developed tourist destinations in the islands - and their very
success creates the possibilities for further expansion - the marginal
costs of such expansion become increasingly expensive because of the
pressure on infrastructure, such as water supply, and escalating investment
costs. Freeport (Grand Bahama) has gone through a number of difficult
years of adverse market perception and the reopening of several previously
closed hotels will require new marketing efforts. Finally, the tourist
trade in the Family Islands has been relatively stagnant, with both demand
and supply remaining virtually unchanged over a number of years. Both the
Government and the private sector need to consider carefully policies and
programs to ensure a balanced growth throughout the islands.
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II. TRAFFIC TRENDS

5. Visitor arrivals in The Bahamas in 1984 were at a record level of
2,325,250 (see Table 1). Based on reports for the first five months, 1985
visitor traffic is expected to be even higher. However, whereas cruise
visits increased steadily in the 1980s, rising from 578,000 in 1980 to
908,000 in 1984, an increase of 57%, stopover traffic declined in 1981, and
thereafter showed a slow recovery so that the 1,310,000 stopover arrivals
in 1984 (see Table 1) represented only a 11.7Z increase over stopover
arrivals four years previously.

Table 1: Bahamas - Visitor Arrivals, 1980-1984
('000)

One-Day
and Other

Year Stopover Cruise Transit Total

1980 1,181.3 577.6 145.7 1,904.6
1981 1,030.6 596.9 135.8 1,763.3
1982 1,101.1 719.6 127.0 1,947.7
1983 1,240.0 854.0 130.1 2,224.1
1984a/ 1,310.0 908.0 107.2 2,325.2

a/ Preliminary

6. Cruise visitors come ashore for a few hours when their ship is in
port while stopover visitors stay for a number of days. The average length
of stay of stopover visitors has been declining steadily throughout the
1980s, from 7.14 nights in 1980 to 6.46 nights in 1984 (see Table 2).
Thus, the total number of stopover nights, a better measure of the tourist
trade volume, scarcely changed between 1980 and 1984, at 8.43 million and
8.46 million in the two respective years (see Table 2).

Table 2: Bahamas - Stopover Arrivals, Length of Stay and
and Volume of Nights, 1980-1984

Arrivals Average Nights
No. X Length of Stay No. X

Year ('000) Change (in nights) ('000) Change

1980 1,181.3 4.6 7.14 8,434.5 6.5
1981 1,030.6 (12.7) 7.25 7,471.9 (11.4)
1982 1,101.1 6.8 6.80 7,487.5 0.2
1983 1,240.0 12.6 6.57 8,146.8 8.8
1984 1,310.0 5.6 6.46 8,462.6 3.9
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7. While total stopover traffic to the Bahamas has remained
relatively stable since 1980, there has been a substantial increase in
arrivals at New Providence (Nassau and Paradise Island), from 583,000 in
1980 to 759,000 in 1984, an increase of 30.2 (see Table 3). This has been
achieved primarily by a rapid growth in three night/four day package
vacations so that the average length of stay in New Providence was reduced
from 6.7 nights in 1980 to 5.7 nights in 1984. Thus, the volume of
stopover nights increased proportionately less than arrivals, from 3.85
million in 1980 to 4.36 million in 1984, a growth of 13.2% (see Table 4).
The New Providence share of total stopover traffic has risen to 57.9% in
1984, as compared with 49.4% in 1980.

Table 3: Bahamas - Stopover Arrivals by Place of Stay, 1980-1984
('000)

Year New Providence Grand Bahama Family Islands Total

1980 582.9 382.0 216.4 1,181.3
1981 507.5 328.3 194.9 1,030.6
1982 542.9 351.7 206.5 1,101.1
1983 676.7 347.0 216.0 1,240.0
1984 759.0 326.0 225.0 1,310.0

Table 4: Bahamas - Stopover Visitor Nights by Place of Stay 1980-1984
(million)

Year New Providence Grand Bahama Family Islands Total

1980 3.85 2.61 1.97 8.44
1981 3.35 2.29 1.83 7.47
1982 3.37 2.13 1.98 7.49
1983 3.96 2.07 2.11 8.14
1984 4.36 1.94 2.16 8.46

8. Stopover traffic to Grand Bahama (Freeport) has, on the contrary,
declined since 1980 (see Tables 3 and 4). Arrivals in 1984 amounted to
326,000, down from 382,000 in 1980, a decline of 14.7%. Because the
average length of stay also declined markedly, the volume of stopover
nights decreased even more, by 25.7%. The share of Grand Bahama in total
traffic thus went down from 32.3% in 1980 to 24.9% in 1984.
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9. Traffic to the Family Islands has remained comparatively steady,
amounting to 225,000 in 1984 compared with 216,000 in 1980 (see Table 3).
The islands' share in total arrivals has also been relatively steady, 18.3%
in 1980 and 17.2% in 1984. Because the average length of stay is highest
in the islands - 9.6 nights in 1984 - their share in the total volume of
visitor-nights is also higher at 25.5% in 1984 (see Table 4).

10. During the 1980s, the distribution pattern of the sources of The
Bahamas' stopover traffic has changed markedly. Although always heavily
dependent on the US market, this dependency has become even greater since
the high exchange value of the US dollar (and therefore the Bahamas dollar
which is fixed at par) increased vacation costs denominated in the home
currencies of Canada, Europe and elsewhere. Thus, whereas in 1980 the US
provided 74.8% of stopover visitors, by 1984 the share had gone up to 86.7%
(see Table 5). Over the same period, Canada's share went down from 11.0%
to 6.5%, Europe's from 9.7% to 2.9% and other countries' from 4.5% to
3.9%. In absolute numbers, stopover arrivals from the US went up from
884,000 in 1980 to 1,135,000 in 1984, an increase of 28.5% (see Table 6).
Arrivals from Canada went down from 130,000 to 85,000 during the same
period, a decline of 34.6%. Traffic from Europe declined proportionately
more, going down from 115,000 to 38,000, a drop of 65%. Arrivals from all
other countries remained roughly constant at just over 50,000.

Table 5: Percentage Share of Stopover Arrivals,
By Country of Residence, 1980-1984

Year US Canada Europe Other Total

1980 74.8 11.0 9.7 4.5 100.0
1981 76.8 10.6 7.5 5.0 100.0
1982 82.7 7.5 5.2 4.5 100.0
1983 84.8 7.0 3.6 4.7 100.0
1984 86.7 6.5 2.9 3.9 100.0

Table 6: Bahamas - Stopover Arrivals
by Country of Residence, 1980-1984

('000)

Year US Canada Europe Other Total

1980 884 130 115 52 1,181
1981 792 109 77 52 1,030
1982 911 83 57 50 1,101
1983 1,051 87 45 57 1,240
1984 1,136 85 38 51 1,310
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11. The loss of non-US traffic is one of the factors in the overall
decline in the average length of stay because visitors from other countries
consistently tend to stay longer in The Bahamas than those from the US (see
Table 7). For example, while the average length of stay of visitors from
the US was 5.71 nights in 1984, those from Canada stayed an average of 9.73
nights while those from Europe stayed 12.56 nights. Furthermore, the
average stay of Europeans has lengthened since 1980 when it was 10.67
nights. With the total numbers of European visitors sharply reduced, those
who still visit are apparently those with a deep-rooted attachment to the
country and also those who stay in villas and other non-hotel
accommodations.

Table 7: Bahamas - Average Length of Stay
by Country of Residence, 1980-1984

(in nights)

Year US Canada Europe Other Total

1980 6.25 9.35 10.67 8.97 7.14
1981 6.34 9.76 11.78 9.22 7.25
1982 6.02 10.27 12.28 8.83 6.80
1983 5.86 10.19 13.39 8.70 6.37
1984 5.71 9.73 12.56 8.18 6.36

12. A very welcome development in the Bahamas tourist trade has been
the moderation in seasonality which has long been the bane of most "sun
destinations". While there is an arrival peak in March and another in
July, with 10.1% and 9.5% of annual arrivals, most of the remainder of the
traffic is fairly evenly spread over the other months of the year, except
for September and October when there is a sharp drop (see Table 8).
Arrivals of stopover visitors peak in March and April and trough in
September and October. On the other hand, cruise traffic is somewhat more
evenly spread over the year with a peak in July and August and the decline
in September and October less severe than for stopover traffic. Thus, a
countervailing effect between the two types of traffic is to some extent
evident.



- 47 -
Annex I
Page 6 of 14

Table 8: Bahamas - Visitor Arrivals by Month

Month All Arrivals Stopover Visitors Cruise Passengers

January 7.5 7.5 7.2
February 8.5 9.3 7.0
March 10.1 11.6 8.0
April 9.4 10.2 8.6
May 9.0 9.0 9.3
June 8.5 8.3 9.3
July 9.5 9.3 10.3
August 9.0 8.9 9.9
September 5.8 5.5 6.1
October 6.7 6.0 7.5
November 7.8 7.6 8.5
December 8.2 8.5 8.3

TOTAL 100.0 100.0 100.0

III. HOTEL CAPACITY, OCCUPANCY AND PROFITABILITY

13. There were 13,449 available hotell/ rooms in The Bahamas at the
end of 1984, more than ever before (see Table 9). The 2,000 room increase
in hotel capacity has all taken place on New Providence where the number of
rooms went from 5,333 in 1980 to 7,214 in 1984. In contrast, the number of
available rooms on Grand Bahama has gone down from a high of 4,168 in 1981
to 3,855 in 1984. Hotel capacity on the Family Islands has remained steady
at about 2,300 rooms.

Table 9: Bahamas - Available Hotel Rooms a/, 1980-1984

Year New Providence Grand Bahama Family Islands Total

1980 5,333 3,880 2,276 11,489
1981 5,433 4,168 2,302 11,903
1982 6,212 4,001 2,193 12,406
1983 7,107 3,855 2,271 13,233
1984 7,214 3,855 2,380 13,449

a/ End of year. Includes all types of commercial accommodations (e.g
hotels, guesthouses, cottages, etc.)

1/ Includes all types of commercial accommodations (e.g., hotels,
- guesthouses, cottages, condominia, etc.). Ministry of Tourism

statistics do not quantify the various categories separately.
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14. The major addition on New Providence was the 700-room Cable Beach
Hotel which opened in late 1983. Apart from some new smaller
establishments, a new 500-room hotel is planned with construction starting
in September 1985, and completion scheduled for 1987. On Grand Bahama, the
refurbished and reconstructed 280-room Lucayan Beach Hotel was expected to
be reopened as soon as operational management arrangements could be made,
while improvements to the 120-room Lucayan Bay Hotel were expected to be
completed before the end of 1985. Also, the nearby 60-room marina hotel,
closed pending new management arrangements, was expected to reopen during
1985. Finally, the 180-room Xanadu Princess Hotel is expected to reopen
during the year under new ownership and management. Thus, a total of b40
additional hotel rooms on Grand Bahama should become available during
1985. Virtually no change in hotel capacity on the Family Islands is
expected.

15. The average room occupancy rate in 1984 (see Table 10) for all
the Bahamas was 61.6%, down from 69.1% in 1980: even though the volume of
occupied roomnights was virtually the same, the supply of rooms was 17.1Z
greater. On New Providence, where both demand and supply increased, the
latter temporarily outstripped the former so that the occupancy rate in
1984 was 66.8% as compared to 75.4% in 1980. The advent of the Cable Beach
Hotel, representing an additional 250,686 available roomnights was a major
factor in average room occupancy declining by 4.1 percentage points as
compared with the previous year. On the basis of results for the first
five months of 1985, and forward reservations thereafter, the volume of the
hotel trade for the whole year is projected by the Ministry of Tourism to
increase by 5-10%. With no substantial increase in capacity, the occupancy
rate should once more approach the 1980 level.

Table 10: Bahamas - Average Room Occupany Rates, 1980-1984
(in %)

Year New Providence Grand Bahama Family Islands Total

1980 75.4 67.2 49.2 69.1
1981 64.8 58.0 44.9 59.8
1982 60.8 58.8 45.1 58.2
1983 71.9 54.9 42.8 63.3
1984 66.8 58.6 43.3 61.6

16. Occupancy rates on Grand Bahama have been consistently below
those on New Providence, falling from b7.2% in 1980 to 58.0% in 1981 when
supply increased but demand did not. Occupancy rates went down further in
the next two years, even though hotel capacity was reduced. With an
increase in traffic in 1984, the occupancy rate improved to 58.6%, still
8.6 percentage points below 1980. Even though traffic is projected to
increase in 1985, the added supply of available rooms (see paragraph 14)



- 49 -
Annex I
Page 8 of 14

would probably inhibit improvement in average occupancy.

17. Average occupancy of rates in the Family Islands have
consistently been lower than elsewhere in The Bahamas. Always below 50%,
the occupancy rate in 1984 was 43.3%. Travel to the Family Islands is
highly seasonal, thereby reducing the maximum possible occupancy rate.
Furthermore, most of the hotels are relatively small and managed on a
personal basis and therefore have weaker marketing capabilities and less
effective reservations systems than the larger establishments on New
Providence or Grand Bahama.

18. About one-third of stopover visitors to The Bahamas do not stay
in hotels or other registered accommodations (see Table 11). They
presumably stay with friends or relatives or in individually owned villas,
cottages and apartments not commercially registered. Very little data on
this segment of traffic is available.

Table 11: Bahamas - Stopover Nights by Type of
Accommodation, 1980-1984

Hotel Nights Non-Hotel Nights All Stopover Nights
No. X No. X No. &

Year (million) (million) (million)

1980 5.39 63.9 3.05 36.1 8.44 100.0
1981 5.05 67.6 2.42 32.4 7.47 100.0
1982 4.92 65.7 2.57 34.3 7.49 100.0
1983 5.39 66.2 2.75 33.8 8.14 100.0
1984 5.58 65.9 2.88 34.1 8.46 100.0

19. While average room rates increased from $68.81 in 1983 to $74.14
in 1984, the hotel industry on an aggregative basis is still not very
profitable in The Bahamas. Income before fixed charges2/ was only 7.3% of
revenues as compared with a worldwide average of 26.0%37. Such an income
would not normally be expected to cover fixed charges, let alone yield a
rate of return on capital employed or on equity investment. Of course,
individual hotels within the aggregate had much better results,
particularly the older ones with little or no debt service burden.

2/ Income before deducting depreciation, rent and debt service, as defined
in the US Uniform System of Accounts for Hotels. This was previously
designated "gross operating profit."

3/ According to Pannell Kerr Forster, an internationally recognized hotel
accounting firm.



- 50 -
Annex I
Page 9 of 14

20. Given the strong demand evidenced in the early months of 1985,
average room rates are expected to be increased by about 10% for the
1985/86 winter season. This could lead to enhanced profitability but only
if operating expenses are contained. Administrative and general expenses
in 1984 accounted for 17.7% of revenues compared with a worldwide average
of 8.5%. These high costs reflect managerial inefficiency and the high
salaries of expatriate supervisory staff. Property operation and
maintenance cost 14.2% of revenues compared with the worldwide average of
5.7%. Water supply is particularly expensive on New Providence, where a
shortage of local natural sources entails the costly shipment of water by
tankers from neighboring Andros Island. Additionally, energy costs were
10.5% of revenues compared with 4.5% worldwide. Finally, payroll and
related costs amounted to 38.8% in The Bahamas as compared with 28.9%
worldwide. There are about 1.2 employees per room in the Bahamas as
compared with 0.8 worldwide. Furthermore, average wages (excluding tips),
are comparable with those in the industrialized countries and much higher
than wages in many developing countries.

IV. HOTEL CORPORATION OF THE HAHAMAS

21. While most hotels in The Bahamas are privately owned and
operated, the Government-owned Hotel Corporation of The Bahamas (HCB) owns
four major hotels in the Cable Beach area of New Providence, comprising
1,192 rooms, and three hotels in the Lucayan area of Freeport (Grand
Bahama) comprising 418 rooms. HCB also owns other tourist facilities such
as a golf course and a marina and is vested with the Government's interests
in casinos.

22. HCB was established in 1974 when the Government acquired three
existing hotels on Cable Beach which were on the brink of closure after
heavy financial losses over several years capped by the adverse effects of
the 1973 oil shock. The Government's view was that the hotels could not be
permitted to close since this would seriously impair The Bahamas' image as
a tourist destination and would result in a heavy loss of employment. The
acquisition of these hotels cost $20 million which the Government
designated its equity in HCB. In 1976, HCB acquired the three hotels in
Freeport. With a general improvement in the tourism outlook, HCB undertook
the construction of the 700-room Cable Beach Hotel, Convention Center and
Casino which opened in October 1983.

23. After a variety of operational arrangements (including a period
of direct management by HCB), all the hotels at Cable Beach are now managed
by international hotel management companies. The three original hotels are
leased on various formulas related to operating results but with minimum
guaranteed lease payments irrespective of results. The Cable Beach Hotel
is operated on a management contract under which the operator receives fees
related to operating results with the remainder of the net income (if any)
accruing to HCB but without any guarantee as to its amount. The Lucayan
Beach Hotel was closed since its acquisition in 1976 while major
renovations (and the construction of an attached casino) were undertaken.
This has now opened, with the Government in a joint venture partnership
with a foreign investor. The two other hotels at Lucaya were closed for



- 51 -
Annex I
Page 10 of 14

renovations in early 1985 but were expected to be available for operation
before the end of the year.

24. The investment program of HCB over the last few years has
amounted to $153.6 million. This has been financed primarily by a $150
million international loan raised by the Government. The loan has a
five-year maturity and carries an interest of 1-1/8% above the LIBOR rate.
The Government is servicing the debt since HCB does not have the financial
capacity to meet their obligation. There is an informal understanding that
HCB will make a contribution to debt service but, with an income before
depreciation of $10.2 million in 1983, of $22.0 million (unaudited) in
1984, and of $23.7 million (forecast) in 1985, such a contribution could
clearly only finance a portion of the five annual payments on the $150
million outstanding. Either the Government will have to contribute the
difference as further equity, or the loan will have to be refinanced.

25. It is planned that HCB will continue its role of promotion of
investment in the tourism industry of The Bahamas. HCB has recently
entered into an agreement to lease for 50 years 7 acres of land presently
occupied by the Emerald Beach Hotel to the company currently operating the
adjacent casino. The company will construct and operate a 500-room hotel
and expand the casino at an estimated cost of $52 million. The land will
be rented to the company by HCB for $120,000 a year with an escalation of
$25,000 a year every five years. Also, the Corporation is planning new
resort developments in the Family Islands.

V. CASINOS

26. The HCB also owns all casino rights in The Bahamas. HCB
constructed and owns the Cable Beach Casino, acquired El Casino at Freeport
in 1983 for a nominal sum and leases the Paradise Island casino. These
three casinos are operated by professional companies on behalf of HCB. The
new casino at Lucayan Beach is an investment of HCB but no operational
arrangement for it had been made as of Hay 1985.

27. The operators pay HCB a base guaranteed fee plus a percentage of
gross win above a certain threshold. Total casino fees received by HCB
amounted to $12.6 million in 1983, to $18.1 million in 1984 (unaudited) and
are forecast at $17.9 million in 1985 (when a slight downward fee
arrangement for one of the casino operators comes into effect). From this
amount must be deducted about $0.5 million each year for HCB's lease
payment for one casino.

28. In addition to HCB's receipts, the public sector benefits from
the proceeds of the Gaming Tax. Apart from an annual license fee of
$200,000, each casino pays 25% of the first $10.0 million of gross win, 20%
the excess over $10.00 million up to $16.0 million, 10% of the excess over
$16.0 million up to $20.0 million, and 5% of the gross win above $20.0
million. The proceeds of the Gaming Tax were $15.3 million in 1984.
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29. The staff of the three casinos currently in operation totals
1,808 persons of whom 1,092 are Bahamaian and 716 are expatriate. Until
1981 the law forbade the employment of Bahamian citizens on the floors of
the casinos. Thus, all dealers and croupiers, pit bosses, floor
supervisors, etc. have been expatriate. Bahamians are employed in the
cashier's cage, servicing slot machines, acting as cocktail waiters and
waitresses and providing security services. In accordance with the
Government's Bahamianization policies, the Gaming Board is now training and
licensing Bahamian floor staff and expects that 30% of dealers will be
Bahamian by the end of 1985.

VI. BAHAMASAIR

30. Bahamasair, the country's flag carrier, serves a dual function of
tapping the US market and linking the numerous islands within the country.
The Bahamas has adopted an "open skies" civil aviation policy so that
airline deregulation in the US resulted in a substantial increase in the
number of airlines serving the various routes between the US and The
Bahamas. While competitive pressure on Bahamasair has consequently
increased, the augmented seat availability into the Bahamas has resulted in
lower airfares, particularly by bulk purchase by tour operators, a major
factor in recent traffic growth.

31. Despite competition, Bahamasair retained a 27.4% market share of
the North American scheduled routes in 1984. Nine other scheduled airlines
served those routes while 22.0% of the traffic was carried on charters.
Bahamasair is the only scheduled carrier on the interisland routes but
faces competition from a number of air taxi services.

32. The fleet of Bahamasair consists of four 120-seat
Boeing-737-200As, four 48-seat HS 748s and three 6-seat Aerocommanders. As
of May 1985, no new aircraft acquisitions or other capital expenditures
were envisaged. Long-term debt of $13.1 million was being serviced by the
Government. Operating revenues rose from $40.8 million in 1983 to $47.1
million in 1984. The net operating loss decreased from $5.2 million in
1983 to $2.1 million in 1984. The Government also finances the airline's
operating losses.

33. The airline's operating performance is projected to improve in
1985. The load (seat) factor for the first quarter was 61% as compared
with 55% in 1984. The international routes showed an improvement from 53%
to 62% while the load factor on the domestic interisland routes was steady
at 59% during both periods. There is a possibility that Bahamasair will
not incur an operating loss for 1985.

34. With improved efficiency, Bahamasair could achieve small
operating surpluses in subsequent years. But such surpluses are unlikely
to cover long-term debt servicing. To this extent, the Government will
continue to subsidize Bahamasair. The justification for this support is
that domestic services are essential administrative, social and political
infrastructures while the international services are an 'insurance" against
the withdrawal of foreign carriers' services during an economic downturn as
happened during the 1970s.
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VII. THE MINISTRY OF TOURISM

35. The Ministry of Tourism is one of the most effective in the
world. While it carries out all the usual functions of a Ministry of
Tourism - product development, maintenance of standards, internal awareness
campaigns and so forth - its great strength is its marketing capability.
In 1984, of a total Ministry budget of $24.9 million, $13.5 million were
spent on advertising, public relations and other marketing programs. This
represents a ratio of only $5.87 for each tourist arrival, a lower ratio
than for other major tourist destinations in the Caribbean4/. In addition,
the Ministry maintains a sophisticated computerized statistical program
aimed almost entirely at developing market intelligence and tactical
guidance. The Ministry operates tourist offices in nine major US cities,
three in Canada and three in Europe. The total staff, at home and abroad,
numbers 320.

36. Tourist market promotion in The Bahamas is a healthy cooperative
effort between the public and private sectors. Tourist promotion boards,
one each for Nassau and Paradise Island, Grand Bahama and the Family
Islands, promote the private tourism interests of each area. They maintain
their own overseas offices and engage in market development focused on
their own destination. Their activities are financed by the allocation of
half the 6% room tax which is levied on all hotel nights.

VIII. TOURIST RECEIPTS

37. Receipts from visitors, excluding international fare payments,
amounted to $818.3 million in 1984 (see Table 12) and is thought to
represent nearly 70% of GNP. Receipts from stopover visitors, at $755.6
million, constituted 92.3% of all visitor receipts. These receipts have
grown at an average annual rate of 8.8% since 1980 so that, allowing for
inflation, real growth has been relatively modest.

Table 12: Bahamas - Total Visitor Expenditures, 1980-1984
(in $ Million)

Stopover Cruise Other Day
Year Visitors Visitors Visitors Total

1980 538.9 31.8 7.0 577.6
1981 592.6 31.1 8.5 632.2
1982 606.3 39.2 8.9 654.4
1983 711.1 49.1 10.1 770.2
1984 755.6 54.3 8.4 818.3

4/ Jamaica spends $22.7 per visitor and Puerto Rico $13.42.
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38. The stopover visitor traffic is also the most lucrative portion
of the market, both in daily and per visit terms. In 1984, average daily
expenditures by stopovers was $89.29, as compared with $59.80 by cruise
passengers (see Table 13), while average expenditures per stopover visit
was S576.81 (see Table 14). A worrying feature of the latter figure is
that it virtually is the same as that for 1981 (S575.00) and therefore
represents a decline in real terms. This decline has been brought about by
the reduction in average length of stay with the growing popularity of the
short three/four vacations. The trend underlines the urgent need to
stimulate arrivals to compensate for their shorter stay. Also, the rate of
growth in average daily expenditures by stopovers has slowed in recent
years and has in fact declined in real terms which reflects the heavy
discounting of hotel rates which has, on the other hand, induced traffic
growth.

Table 13: Bahamas - Average Daily Expenditures, 1980-1984
(in S)

Stopover Cruise Other Day
Year Visitors Visitors Visitors

1980 63.89 55.05 48.04
1981 79.31 52.10 62.59
1982 80.97 54.47 70.08
1983 87.29 57.49 77.63
1984 89.29 59.80 78.35

Table 14: Bahamas - Average Stopover Expenditure Per Visit
1980-1984

Daily Average Expenditures
Expenditures Length of Stay Per Visit

Year ($) (in nights) (S)

1980 63.89 7.14 456.17
1981 79.31 7.25 575.00
1982 80.97 6.80 550.60
1983 87.29 6.57 573.49
1984 89.29 6.46 576.81

39. Cruise visitors' average expenditures during their hours ashore
have remained remarkably constant throughout the 1980s at $55-59 per
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visitor, implying a decline in real terms. However, the steady increase in
total passenger visits has resulted in a 70.7% increase in cruise receipts,
from $31.8 million in 1980 to $54.3 million in 1984 (see Table 12). While
this latter figure represents only 6.6% of total receipts, the rate of
return on the cruise trade is undoubtedly higher than on the stopover trade
because the investment and operating costs of providing for the cruise
trade are relatively low.

IX. EMPLOYMENT

40. Total employment generated by the tourist sector is estimated at
close to 40,000, or over 50% of total employment in the country. More than
16,000 persons work in hotels and about 13,000 work indirectly providing
tourists with other goods and services (such as local transport,
restaurants, entertainment, sports activities, handicrafts, casinos,
etc.). In addition, more than 10,000 persons are employed providing goods
and services to the tourist trade. Additional employment is partially
generated in the economy by the demands of those directly and indirectly
employed in the tourist trade.

X. OUTLOOK

41. The outlook for the tourist sector in 1985 is highly favorable.
Arrivals of stopover tourists in the first quarter were 12.9% higher than
during the same period of the previous year while the number of cruise
visitors rose by 31.4%. The average hotel room occupancy rate on New
Providence was 83.0Z compared with 77.5% the previous year. Some of the
more successful hotels registered occupancy rates in excess of 90%.

42. If these trends continue for the remainder of the year, arrivals
of stopover tourists will total 1.4-1.5 million while cruise visitors could
total more than one million. Total receipts from all visitors could
amount to well over $900 million, markedly in excess of the Ministry of
Tourism target, set at the beginning of the year, of $885 million.

43. The traffic outlook after 1985 will depend heavily on economic
conditions in the United States, the main factor in determining demand. On
the supply side, no substantial additional hotel capacity on New Providence
is expected to be in operation before 1987 s0 that supply constraints could
limit traffic growth to Nassau and Paradise Island, particularly during
peak months of 1986. Hotel capacity on Grand Bahama (Freeport) is expected
to be augmented by the opening of the Lucayan Beach complex and the Xanadu
hotel during 1985 or 1986 and, in any event, the lower occupancy rates of
existing hotels would permit further market development. There is also
considerable unutilized capacity in the Family Islands. Thus, longer term
growth will depend on removing supply constraints on New Providence and
improving capacity utilization elsewhere.



- 56 -
Annex II
Page 1 of 18

THE COMMONWEALTH OF THE BAHAMAS AS AN OFFSHORE FINANCIAL CENTER

I. INTRODUCTION AND HISTORICAL PERSPECTIVE

1. The first foreign bank to operate in Nassau was the Royal Bank of
Canada, which opened a domestic branch in 1908. Shortly thereafter, this
branch acquired the assets of a locally owned bank that had failed. The
Royal Bank of Canada was the only bank doing public business in The Bahamas
until 1947. Trust company business began in 1936 with the establishment of
Bahamas General Trust Company (again owned by Canadian interests). It was
not, however, until the 1950s and 1960s that a steady stream of banks,
trust companies, finance companies and investment firms began to open for
business in The Bahamas. A variety of external factors accounted for
this. Following World War II, the continuation of stringent exchange and
investment controls and high rates of taxation in the major industrialized
countries, the introduction of certain domestic monetary measures in some
industrialized countries (especially the United States and the United
Kingdom), and the surplus of US dollars accumulated in Europe after the
War, all contributed to the desire to fund centers where banking, trust,
and investment business could be done without the impediment of strict
government controls and where taxation could be avoided to the maximum
possible degree. The Bahamas appeared ideally suited to this role: it
enjoyed a tax haven status, liberal provisions for registration and
licensing of companies, bank secrecy enshrined in law, absence of exchange
controls on transactions between nonresidents, a reasonable infrastructure,
a geographic location in the same time zone as New York, a pleasant
climate, and political stability.

2. The emergence of The Bahamas as a vibrant offshore financial
center owes much to various policy measures taken by the US authorities to
restrict exports of capital in the face of a persistent US balance of
payments deficit. Two measures deserve special mention. The interest
equalization tax of 1963 made it unattractive for US residents to invest in
non-US securities and thus inhibited the US banks from developing a
non-US portfolio. Regulation Q made it unattractive for non-US residents
to buy US domestic dollar bonds, and thus inhibited US banks from borrowing
on the US domestic money market. US banks were thus forced to do business
through their foreign branches on the newly emerging Euro-currency market.
The larger banks established branches in London and other European centers
for this purpose; but the smaller banks found the establishment of branches
in The Bahamas and other offshore financial centers to be a more economic
proposition. By 1965, more than 600 firms were operating in The Bahamas as
banks or trust companies. Some were of highly questionable character. The
banks among these institutions were registered and governed under the Banks
Act of 1909, which was inadequate to the task of regulating bank business
since it did not call for the licensing of banks and made minimal
provisions for supervision. There were no provisions for the licensing and
supervision of trust companies. By 1965, it was apparent to the Bahamian
authorities that adequate legislation was necessary in order to prevent an
early failure of The Bahamas as a financial center. New legislation was
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passed in the form of the Banks and Trust Companies Regulation Act. This
act provided, among other things, for the licensing and supervision of
banks and trust companies and for the revocation of licenses in appropriate
circumstances.

3. Following the enactment, a large number of companies were
stricken from the records, and, by 1967, the number of financial
institutions was reduced to 90. There was further steady growth until
1974, when the new Central Bank of The Bahamas was formed under the Central
Bank of Bahamas Act. The Central Bank, which took over the inspection
function from the Permanent Secretary in the Ministry of Finance,
intensified efforts to weed out undesirable institutions; and as a result
the number of licensed banks and trust companies fell back from 191 in 1973
to 168 in 1976. Since that time, there has been consistent growth in the
number of licensed institutions. By the end of 1984, 363 banks and trust
companies were licensed to operate in The Bahamas, of which 263 were
licensed to do business with the public. Table 1 shows the historical
development in the numbers of public banks, trust companies, and bank and
trust companies from 1967 to the present date.

Table 1: Public Bank and Trust Licenses in The Bahamas

(as of December 31, 1984)

1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1904

swE aid 32 36 33 34 35 38 45 40 37 40 43 47 54 62 72 79 85 90
Trust

Bwk 43 47 81 118 134 138 134 124 122 118 126 133 137 143 152 158 162 160

Tru8t 15 10 12 12 13 14 12 10 9 10 9 10 10 10 13 13 14 3

lUrAL 90 93 126 164 182 19U 191 174 168 168 178 190 201 215 237 250 261 263

II. POLITICAL AND LEGAL FRAMEWORK

A. Political Background

4. The stable political background that has characterized The
Bahamas has been one of the major contributing factors to the emergence of
the offshore financial sector. This parlimentary democracy has had its own
elected legislature since 1729. By constitutional change in 1964, the
United Kingdom gave the Government of The Bahamas power to manage its own
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affairs except in the areas of external relations, defence, and internal
security. The Bahamas achieved complete independence in 1973. During the
period when The Bahamas was preparing for independence, fears of
instability led to some loss of confidence, and it was as a direct result
of this that some of the Bahamian business was transferred to other
centers. The early development of the Cayman Islands as an offshore
financial center owes much to the fears of political change in The
Bahamas. These fears of instability have proven unfounded, and the present
government is highly supportive of the development of the country as an
offshore financial center. Furthermore, the main opposition party in the
Parliment has espoused similar views on the need to further develop the
sector in The Bahamas.

B. Legal Framework

5. English common law and legal procedures have set the pattern for
the legal system of The Bahamas. This, in general, has been perceived as
an advantage by most institutions, although this may have caused some
difficulties for those institutions with parentage in civil law
jurisdictions. Provisions for company registration and licensing, although
more demanding than in the past, are still relatively liberal by comparison
with those of some more industrialized jurisdictions. On the other hand,
there are stringent laws on bank secrecy that the government appears
committed to enforcing with vigor.

i. Registration and licensing

6. All banks and trust companies incorporated in The Bahamas are
required to be registered with the Registrar General, under the provisions
of the Companies Act of 1866 (as amended), and must file with the Registrar
a Memorandum and Articles of Association and an annual return, as well as
paying stamp tax on the issuance of shares and an annual franchise fee.
However, the legislation that is particularly pertinent to the operation of
offshore banking and trust companies is the Banks Act of 1909 and the Banks
and Trust Companies Regulation Act of 1965 (as amended), under which banks
and trust companies are licensed and supervised. Under these acts, no
banking or trust business (with the exception of participation in a
registered investment company scheme and management of a registered unit
trust scheme as provided for by the Securities Act) may be carried on from
The Bahamas without a license granted by the Minister of Finance.

7. Licensees are required to have a principal office and an agent
and deputy agent in The Bahamas. The Minister has the power to control the
issue of shares and certificates of deposit by institutions, the transfer
of shares and rights of ownership of institutions, the use of the words
"bank" and "trust" in the names of institutions and in their advertising,
the use of similar or identical names by two or more institutions, and the
soliciting of deposits. He also has the power to call for information. In
practice, the Minister delegates most of the administrative work relating
to his duties under these acts, as he is entitled to do under the acts, to
the Central Bank, which prepares recommendations for the Minister's
approval.
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8. The legislation establishes the office of Inspector of Banks and
vests the functions of the office in the Central Bank. It is the
inspector's duty to maintain a general review of banking practice in The
Bahamas, to examine the affairs of every licensee to ensure that it is
operating within the law and is in a sound financial position, and to make
recommendations to the Minister on applications for licenses. The
Inspector is given power to require access to all documents of any licensee
and to explanations from the manager of any licensee, with one important
exception: he may not access details of the accounts of any individual
customer of a licensee without the authorization of a judge of the Supreme
Court. The legislation guarantees absolute secrecy with regard to the
accounts and business of individual customers of licensees. All persons
are forbidden to divulge information, acquired in the course of performing
their duties, on the affairs of banks or trust companies or their customers
except by order of a Bahamian court or as required under Bahamian law.
Such provisions are enshrined in the Banks Act and the Banks and Trust
Companies Regulations Act (referred to above), and also in the Central Bank
of Bahamas Act of 1974.

9. The Bank Supervision Department of the Central Bank is charged
with all investigations and administrative actions relating to applications
for licenses to engage in banking and trust business in The Bahamas.

10. The Minister of Finance, upon the recommendation of the Central
Bank, will designate an applicant company as a bank, a trust company, or a
bank and trust company, and will issue one of three broad types of license
to the applicant company:

a. A public license will be issued to a bank or trust company
that is to be permitted to carry on banking or trust business with members
of the public;

b. a restricted license will be issued to a bank or trust
company that is to be permitted to carry on business with certain
specified persons usually named in the license; and

c. a non-active license will be issued to a company that wishes
to keep the word "bank" or "trust" in its name even though it is not
carrying on banking or trust business. This type of license will also be
issued to a company that is in voluntary liquidation.

11. Concomitantly, the Exchange Control Department of the Central
Bank will designate the company as resident or nonresident:

a. a resident bank or trust company is one that can deal only in
Bahamian dollars (although it may deal in foreign currencies with the
authorization of exchange control). A trust company with this designation
may, additionally, deal in foreign currency securities on behalf of
nonresident customers; and

b. a nonresident bank or trust company is one that can operate
only in foreign currencies (although it may hold a Bahamian dollar
account, with exchange control approval, to pay local expenses).
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Further, more extensive, exchange control designations are made available
to a limited number of companies:

c. an authorized dealer is a bank that has exchange control
authorization to deal in gold and all foreign currencies. For this
purpose, it may maintain accounts in such currencies within officially
prescribed limits and approve certain customer applications under delegated
authority; and

d. an authorized agent is a bank or trust company that has
exchange control authorization to deal in Bahamian and foreign currency
securities and to hold such securities in safe custody for customers within
officially prescribed limits.

ii. Supervision

12. The main goal underlying the Central Bank's supervisory functions
is to preserve the longer term resiliency of The Bahamas as a financial
center by fostering sound and healthy banking practices. The supervisory
approach is modeled somewhat after that employed by the Bank of England,
and over the past ten years, the Central Bank has been progressively
upgrading its supervisory system. The Central Bank's power is vested in
the Banks and Trust Companies Regulations Act of 1965. Few specific powers
are given to the Central Bank under the act, but the act contains "omnibus"
clauses that the Central Bank has attempted to exploit to the fullest.
There are, apparently, possibilities that new legislation will be
introduced to give the Central Bank more specific powers; but, in the
meantime, the Central Bank continues to operate under the general powers
vested in it by the act. Legislation is also being drafted to enable the
Central Bank to operate an effective supervision over management
companies. Currently, such companies are not subject to supervision by the
Central Bank or any other body, although a certain degree of control may be
exercised by the Central Bank since such companies require exchange control
authorizations that may be denied.

13. The Central Bank carries out generally only offsite inspections
of banks and trust companies. Such inspections are a regular feature of
supervision in The Bahamas. Far less frequently, when it is considered by
the Central Bank that an onsite inspection is required, a firm of auditors
is appointed and paid by the Central Bank to carry out this function.

14. The nature and depth of supervision is determined by whether an
institution is incorporated in The Bahamas or whether it is a domiciled
branch of a foreign owned institution. The Central Bank accepts a large
measure of responsibility for the financial condition of locally
incorporated institutions and places the supervisory emphasis on such
institutions.

15. In the case of locally incorporated institutions, once a year the
Central Bank undertakes a comprehensive appraisal of the financial
conditions of each institution. The Central Bank also requires the
provision of expanded data in individual cases; the nature of this
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requirement is determined for each institution separately after examination
of the basic balance sheet and income statement.

16. As an adjunct to the appraisal system, the Central Bank has set
up a scheme of regular prudential discussions with institutions, especially
in cases where adverse features are identified from the detailed appraisal
of the basic data. Such discussions attempt to establish a close
relationship between the Central Bank and the institutions' principals.
Discussions focus on institutions' policies and plans, their procedures and
systems (particularly those relating to internal controls and risk
management), the patterns of ownership, corporate styles, degree of
management autonomy, and managerial competence. Institutions are taking
these discussions more seriously than in the past, and it is common for
representatives of the foreign parent companies of subsidiaries to come to
The Bahamas to participate in them, whereas previously such discussions
were generally entrusted to the local managers of the subsidiaries.

17. The supervision of branches of foreign institutions is, by
comparison, relatively superficial. The policy of the Central Bank is to
rely largely on the supervision of the authorities of the countries where
the branches have their head offices. This has become an increasingly
viable option as supervisory authorities around the world have moved
steadily towards a consolidated approach to supervision. The Central Bank
does, however, inspect the consolidated balance sheets of all foreign
institutions with branches in The Bahamas. Generally only the managements
of Bahamian registered subsidiaries are invited into the Central Bank for
discussions on their financial positions but, occasionally, when the
situation appears to warrant it, managements of branches of foreign banks
participate in such discussions. Where there is doubt about the ability of
the head offices to support the activities of branches, the Central Bank
asks for letters of comfort.

18. With regard to trust companies, most of the managed assets are
off balance sheet. In view of the need for utmost secrecy in the matter of
trust companies' business, it has not been the Central Bank's practice to
ask for details of trust companies' trust accounts and supervision has
focused on investigating the adequacy of trust companies' internal systems
and procedures, on ensuring that trust companies are operating under the
law and are not engaging in activities that are forbidden under the terms
of their particular licenses. The Central Bank may, in the future, propose
to require trust companies to divulge to the Central Bank the size of
assets under administration. It is uncertain with what degree of
resistance such a proposal may meet. Institutions that are also authorized
dealers are supervised, in addition, by the Exchange Control Department of
the Central Bank, and close cooperation exists between the Bank Supervision
Department and the Exchange Control Department. The Central Bank does not
have direct control over the supervision of management companies in The
Bahamas. However, in order to operate, management companies need foreign
exchange accounts, which have to be authorized by the Exchange Control
Department. Before authorizing such accounts, the Exchange Control
Department checks with the Bank Supervision Departments, which carries out
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its own investigation of the affairs of companies. Only when the Bank
Supervision Department is satisfied with the conduct of companies'
business are foreign exchange accounts authorized.

iii. Controls

19. a. Prudential Ratios

Bahamian based subsidiaries holding unrestricted licenses are
required to maintain a minimum capital of US$1 million or 3% of total
assets, whichever is higher. In fact, most subsidiaries (and, for that
matter, branches on a consolidated basis) maintain a higher ratio than
this. However, where immediate imposition of this requirement would
constitute a hardship, institutions are given a period of time in which to
comply, but are never exempted from the requirement (currently, nearly 30
banks have arrangements with the Central Bank to increase their capital
over a period). The required ratio is expected to be increased in stages
in the future. Institutions may not lend more than 50% of their own funds,
or 10% of total advances, whichever is lower, to a single borrower. They
are also discouraged from advancing an amount of more than the equivalent
of 10-15% of total advances to a single economic sector. Institutions
dealing in foreign exchange are not allowed to have total uncovered
positions in all currencies in excess of 1U% of capital and reserves.

20. b. Country Risk

The Central Bank monitors the country exposure of institutions.
Where exposure is considered to be excessive, the Central Bank recommends
either specific or basket provisions (see below). Thus, the Central Bank
does receive a detailed geographic breakdown of the assets and liabilities
of many institutions. This has recently become more formalized as The
Bahamas has become a participant in the IMF's international banking
statistics project. As returns for the purpose of this project become more
complex, it is hoped that they will also serve a prudential purpose.

21. c. Provisions

Advances and loans are generally treated as performing if
interest is being collected. This is particularly the case where a country
borrower has stopped making capital repayments but is under a formal
rescheduling agreement reached in consultation with banks and the IMF.
Nevertheless, institutions are encouraged to make "basket" provisions, the
size of which is determined by reference to the provisions made by "peer"
banks in similar circumstances and to the recomendations of the supervisory
authorities of institutions' parent countries. Where interest is not being
collected, and the size of losses can be identified and known, institutions
are required to make specific provisions.

22. d. Issue of Bonds and Certificates of Deposit

All issues of bonds and certificates of deposit in the
Euro-currency market require the prior approval of the Central Bank.
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23. e. Off-balance Sheet Accounts

The Central Bank is paying careful attention to the recent trend
towards off-balance sheet business and is asking banks to provide data on
their contingent accounts as well as on their on-balance sheet accounts.
Where the level of contingent guarantees carried by an institution is
considered to be excessive, the institution's parent or head office is
being asked to provide a letter of comfort. The Central Bank may consider
the imposition of a 20% upper limit on the ratio of the sum of guarantees
and unsecured loans to the total loan portfolio.

24. f. Exchange Control Restrictions

Institutions classified as nonresident are generally not
permitted to deal with Bahamian residents. Such institutions are permitted
one Bahamian dollar account for local expenditure, and all transactions on
the account have to be approved by the Central Bank's Exchange Control
Department.

25. g. Significant Customers

The Central Bank requires information on the ten largest
depositors and borrowers of each institution; in view of the secrecy
provisions of the law, this information is frequently provided to the
Central Bank without the true identities of the customers. The Central
Bank assesses, to the best of its ability, whether the composition of such
customers constitutes a risk to the institution.

26. h. Ownership and Names

The Central Bank regulates the controlling interest of
institutions. No transfers of shares of institutions are permitted without
the Central Bank's express approval. The Central Bank also regulates
changes of names of institutions. In particular, frequent and misleading
changes of names are not permitted, and institutions are not permitted to
bear names that might imply connections with other institutions with which
they have no connections.

27. i. Management of Booking Operations

In the past, institutions that maintained only booking
operations, rather than substantial physical presences in The Bahamas, were
permitted to be managed locally by attorneys and other agents of doubtful
financial ability. Recently, the Central Bank has taken measures to ensure
that all booking operations are managed by reputable trust companies that
are well organized and staffed with financially able people. Under the
current policies, no institution may be managed by a nonbank or nontrust
company. Those that are currently so managed are being required to place
their affairs in the hands of trust companies. Each institution is, under
the law, required to have at least an agent.



- 64 -
Annex II
Page 9 of 18

iv. Domestic Economy Insulation

28. To ensure effective administration of domestic monetary policy,
the authorities seek to segregate the offshore sector from domestic banking
business. The prime method of achieving this is through exchange control
regulations. A nonresident company may operate only in foreign currencies,
although a Bahamian dollar account to pay local expenses is allowed,
subject to Central Bank approval. Thus, in a situation of tightness in the
local money market, offshore banks are precluded from employing their funds
profitably in the local market. Similarly, in circumstances of excess
liquidity, local financial institutions cannot deposit funds with the
offshore banks, since the latter are not permitted to hold Bahamian dollars
except to cover local expenses, and official approval must be given for the
necessary conversion from foreign currency to Bahamian dollars. Banks and
trust companies that operate exclusively offshore are free of monetary
controls; in particular, there are no minimum reserve requirements on
deposits and no exchange control impediments to operating freely in the
international market. It is thus argued by the authorities that the market
is left free to determine the structure of deposit and lending rates and
that movements in those rates give the authorities an indication of the
appropriate level of domestic interest rates to encourage deposit
mobilization and keep the costs of financing viable projects at a
reasonable level.

29. A number of banks operate in both the domestic and the offshore
markets. In almost all cases, the banks' operations in the offshore market
far outstrip their domestic operations. Whereas purely offshore banks
enjoy a relative freedom from burdensome reporting requirements, a more
sophisticated reporting system has been designed for banks operating both
in the offshore market and domestically. The system seeks to divide the
banks' balance sheets between their domestic and their offshore business.
This enables the Central Bank to monitor the domestic money supply and
credit. Banks in this category are permitted to borrow foreign currencies
without limit for onlending to nonresidents, but require exchange control
approval to make loans to residents. Any lending to residents, whether
private or public entities, is covered by this restriction, except lending
to Central Government, for which a special act is required (for example,
lending by offshore banks, and indeed by all nonresident financial
institutions, to the Central Government for the Cable Beach Hotel was
authorized by a separate act). In addition, an exchange control limit is
applied to the long or short open positions in foreign currencies that
resident banks may hold. The open position against Bahamian dollars may
not exceed BS500,000, and banks are obliged to sell currencies to, or buy
them from, the Central Bank in order to maintain this limit. The limit is
applied to ensure that banks provide cover for their Bahamian dollar
liabilities with adequate amounts of Bahamian dollar assets, to prevent
speculation in Bahamian dollars, and to ensure that Bahamian dollar
deposits are utilized for investment in Bahamian dollar assets, including
loans and advances.
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III. ECONOMIC SCOPE AND CONTRIBUTIONS

A. Scope of Activities

30. The offshore banking sector in The Bahamas offers the full range
of banking and trust activities, which reflects the relative freedom from
legal administrative restrictions. There are, however, subtle differences
in the modus operandi of individual banks, that reflect the different
banking regulations pertaining in the respective bank's country of origin.

31. US banks in The Bahamas tend, organizationally, to divide their
banking business from their trust business. The banking business is
transacted by branches of the parent bank established in The Bahamas for
that purpose, whereas the trust business is done by locally incorporated
subsidiaries. This arrangement is said to meet the requirements of the
banks' clients, clients with deposits to place prefer to place them with a
branch of the parent bank, since the resources of the parent bank stand
clearly behind such deposits; clients seeking a trust or management
relationship with a bank, on the other hand, prefer the anonymity and
secrecy that a fully incorporated local subsidiary, with its more distant
relationship with the parent institution, provides.

32. The major function of the US banks appears to be to act as
booking offices for loans arranged by the banks' head offices. The focus
is on the assets side of the balance sheet, and the funding of such loans
is of secondary consideration. One US bank, for example, acts as the
booking office for a large proportion of its parent's lending to Central
and South America. Such loans are rarely negotiated, nor the contracts
drawn up, by the offshore branches of US banks. However, the detailed
accounting of the loans, and the loan disbursements and collection of
service payments, may or may not be handled in The Bahamas. Whatever the
actual administrative arrangements, it is clear that the management of the
loan portfolios occurs in head offices rather than at the level of the
branches, and that branches in The Bahamas accept instructions from head
offices in relation to the extension of loans. US banks in The Bahamas
contend that the types of activities described above, rather than the
acceptance of deposits representing the proceeds of criminal activities or
with the object of evading US taxes, characterize their business. US
residents depositing funds with US branches in The Bahamas are required to
sign a waiver of secrecy that gives the banks the right to report on the
depositors to the US authorities and are required to declare that they will
report the placement of the deposits to the US authorities. Thus, the US
banks argue, clients with illegally acquired deposits or with design to
evade US tax would not deposit funds with a US branch in The Bahamas.

33. Certain advantages accrue to the US banks in making loans out of
The Bahamas (or, indeed, out of any offshore banking center) rather than
out of New York. Until several years ago, income accruing to a US branch
in The Bahamas was subject only to federal tax in the United States,
whereas income accruing directly to the head office in New York would be
subject to Federal, state and city taxes. The savings from avoiding New
York state and city taxes could be very substantial. This factor, among
others, had led to large-scale diversion of lending operations by the US
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banks away from New York and into the offshore banking centers. It was
partly to attract lending activity back to New York that the international
banking facilities (IBFs) were created in New York in 1981, with exemptions
from New York state and city taxes. However, the failure of the IBFs,
after some initial and short-lived success, to attract lending business on
a large scale out of the offshore banking centers back to New York induced
the local authorities, about two years ago, to re-appraise their stance
towards the US banks with head offices in New York, and they began to
subject, not only income from their head office direct operations, but also
income generated through foreign branches that was "allocable" to head
offices (that is, earned from operations managed by head offices), to state
and city tax. Moreoever, the tax was backdated to about 1976. The result
is that, although there may be residual tax advantages to US banks in
booking loans through The Bahamas and other offshore centers, the main
advantage from doing so is no longer a tax advantage. Rather, the US
branch, by funding its lending from the Euro-market, avoids the minimum
reserve requirements that are imposed on deposits placed with banks in the
United States and thus, effectively, lowers the cost of funding for the
bank.

34. By contrast, the range of services offered by banks of other
nationalities may be very much more tailored to the specific needs of their
clients, and in particular, their depositors. Swiss banks in The Bahamas,
for example, are generally locally incorporated (although a few branches
exist), and have a substantial physical presence. Subsidiaries and
branches alike enjoy considerably more local autonomy; it is in the Swiss
banking tradition that local managers are entrusted with much
decision-making authority. Swiss banks offer a wide range of services to
clients, including current accounts in all major currencies, deposit
accounts in Euro-currencies for terms of up to, say, six months, loans
against collateral, and foreign exchange services. Some major Swiss franc
bond issues have been arranged by local Swiss banks. In addition, they
offer the full range of trust and investment services (see below), since
their banking and trust business is rarely segregated. Thus, they
generate a significant amount of funds and direct them to the interbank
market. Canadian banks provide the major portion of domestic banking
services, but also engage in offshore banking. Offshore activity includes,
in addition to the more normal types of business, credit analysis, loan
supervision, and foreign exchange dealings. Some Canadian institutions
maintain large loan portfolios.

35. The ownership of trust companies in The Bahamas is diverse. Some
are owned jointly by several foreign banks, though emphasizing their
independence from the parent companies. Others are subsidiaries of
individual major banks that benefit from the information-gathering network
of the parents' branches and subsidiaries. Others still were created by
private investors and lawyers and emphasize their independence from any
banking organization. Most of the trust companies offer the traditional
trust company services of acting as corporate trustee for various types of
trusts (such as deeds of settlement, declarations of trust, and
testamentary settlements) and performing the related fiduciary services.
Under the provisions of English common law and the local Trustee Act of
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1892, the trustee becomes the legal owner of the trust assets, which thus
fall under Bahamian legal jurisdiction. Thus, the assets may avoid the
reach of other countries' tax, exchange control, or disclosure laws under
given conditions. An extension of this type of service is the formation
and management of managed companies that may hold assets for similar
purposes. The trust company may act as administrator of such managed
companies, providing registered office facilities, directors, nominee
shareholders, corporate meetings, minute book maintenance and all necessary
legal formalities.

36. The range of services offered by many of the trust companies,
however, goes far wider than these traditional trust company functions. It
also includes other individual services, such as dealing in and
custodianship of bonds and other securities and precious metals, executor
services, and escrow accounts. In addition, a number of corporate services
are provided, such as assistance in the formation of Bahamian and other
corporations, provisions of registrar and transfer agent facilities for the
securities of publicly owned international companies, investment and
financial services, and invoicing facilities for trading companies, the
running of pension funds for international companies, and the management of
mutual funds and unit trust schemes. In the course of providing these
services, trust companies have developed a major business in the
discretionary management of portfolios. In the past, trust companies left
investment policies and decisions to the discretion of individual investors
and their financial advisors, while offering fiduciary and administrative
services in connection with the management of portfolios. More recently,
trust companies have been more willing to take responsibility for
discretionary decisions on investments, particularly in deposits,
certificates of deposit, and money market paper. One or two companies have
proceeded much further and have established full securities trading rooms
and a capacity to manage diversified portfolios on a discretionary or
advisory basis.

B. Size of Operations

37. To estimate the current stock of external assets and liabilities
of the offshore sector in The Bahamas is difficult for two reasons. First,
only the commercial banks and the other local financial institutions make
regular balance sheet returns to the Central Bank. This information can be
supplemented from the data published by the US authorities on the external
positions of US branches in The Bahamas and from the new reports, provided
to the Central Bank by essentially all banks and trust companies in The
Bahamas, on the geographic distribution of their external positions, as the
Bahamian input into the IMF's international banking statistics (IBS)
project. Second, a growing part of the external business of the banks and
trust companies in The Bahamas is in the nature of trust and management
business, where the assets and liabilities are effectively off-balance
sheet. A rough estimate of the volume of external assets and liabilities
on the balance sheets of the banks and trust companies in The Bahamas may
be formed in the following way (data relate to end-1984). The IFS measure
of external assets and liabilities of the commercial banks is USS32
billion. Of this, US$16 billion of assets and US$15 billion of liabilities
are related to positions with offshore banks in The Bahamas and should be
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excluded. The IFS measure of external assets and liabilities of the other
local financial institutions is US$2 billion. Virtually none of this
relates to positions with the offshore banks.

38. External assets and liabilities of the US branches in The
Bahamas, according to US sources, amount to US$94 billion and US$95 billion
respectively. This includes the external positions of two branches which
have already been included in the external positions of commercial banks;
but it excludes the external positions of 15 of the 17 US subsidiaries
(subsidiaries are not included in the US data, but two subsidiaries have
already been counted as other local financial institutions) and of 33 of
the 93 US branches in The Bahamas (since coverage of the US data excludes
small branches). Finally, from the new IBS returns, external assets and
liabilities of non-US banks in The Bahamas amount to US$63 billion and
US$60 billion respectively (exceptionally, these are mid-1984 figures).
Much of this will already be captured in the balance sheet returns of the
commercial banks and the other local financial institutions, and so one
should include, as a rough approximation, only the excess of these figures
over the external assets and liabilities of those two groups of banks. The
final estimate, therefore, for the on-balance sheet external assets and
liabilities of the banks and trust companies in The Bahamas is US$159
billion of external assets and US$157 billion of external liabilities. Of
course, these balance sheet totals include not only assets and liabilities
held physically or managed in The Bahamas, but also assets and liabilities
booked through brass-plate banks and trust companies in The Bahamas and
originating from parent companies or head offices overseas.

39. There are no hard data with which to form estimates of the amount
of off-balance sheet external assets and liabilities. Estimates of assets
physically held in trust or managed in The Bahamas, made by bankers in The
Bahamas, vary between $5 and $15 billion, with most estimates falling in
the $7 to $10 billion range. No estimates are available of off-balance
sheet assets merely booked through The Bahamas. The importance of the
off-balance sheet element is not its absolute size but the apparent
conviction of bankers that, whereas the on-balance sheet business has been
growing at a fairly slow pace for some time, the off-balance sheet business
is expanding rapidly.

C. Contribution to the Domestic Economy

40. In order to assess the economic benefits that accrue from
offshore banking activity, it is necessary to separate out the benefits
that accrue from domestic banking, since a number of institutions are
involved in both types of activity. Although the offshore business of the
banks is vastly in excess of their domestic business, it is clear that such
economic benefits as salaries and administrative costs of the institutions
are not in direct proportion to the size of the books. Indeed, it is a
common supposition that large amounts of funds can be channeled through the
offshore market with a very small staff, whereas domestic retail banking is
highly labor intensive and requires a well developed branch network. The
benefits accrue to the economy in three ways. First, since offshore banks
and trust companies have to convert foreign exchange into Bahamian dollars
to pay their local expenses, there is an inflow of foreign exchange;
however, to the extent that the expenditure is made in respect of domestic



- 69 -

Annex II
Page 14 of 18

banking operations, it will probably be made out of Bahamian dollar income
and will not, therefore, bring in foreign exchange. Second, government
fees will add to the revenues of the Government. It is noteworthy that
only 4% of total expenditures of the sector consists of government fees and
that the contribution of the sector to the government budget is a mere
1.5% of total government revenue (compared to 102 in the Cayman Islands).
Third, all of the expenditure provides, through first round and multiplier
effects, a stimulus to domestic economic activity.

41. Table 2 presents the Central Bank's estimates of the direct
benefits accruing from the banking and trust sector over an eleven year
period from 1973 through 1983. The data are based on the results of an
annual survey that is conducted by the Central Bank largely for balance of
payments purposes; 1984 data are currently being processed but were not
available to the mission. As may be seen, employment in the banking and
trust sector grew, over the period, at an annual rate of about 4%, to a
little under 3,000 in 1983. The growth in Bahamians employed was at an
annual average rate of over 4.5%, whereas employment of expatriates
actually fell, on average, by around 1.5% a year (in fact, it had been
picking up for the last two years for which data are available). The
implication apears to be that Bahamians have been slowly moving into the
middle-management positions that were previously held by expatriates. The
area of employment, and the concomitant job-related education and training
provided by the banks, may be the most important benefit to accrue from the
presence of the offshore center in The Bahamas. Salaries rose at 10.75% a
year to B$54 million in 1983. Average salary rose at a relatively modest
6.5% a year over the period. Government fees (arising from registration,
licensing and charges in respect of work permits) showed little growth in
the most recent years of the period, and provided only B$4.5 million a year
in revenues. The most rapid growth was in other administrative expenses of
the companies (12.5% a year on average to B$43 million in 1983 - most of
the growth in fact occurring in 1983).

Table 2: Gross Economic Contributions of The Banking Sector
(BS Millions)

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983

A. Total Empoymnt
1) Ihhmi 1,729 1,778 1,819 1,908 1,942 2,072 2,230 2,330 2,505 2,6C0 2,719
2)Nm-fiimjtu 282 276 267 284 261 252 252 244 224 237 241

Subtotal 2,011 2,054 2,086 2,192 2,203 2,325 2,482 2,574 2,729 2,837 2,960

B. Total Operatmml (0cts
I) Salarii 19.4 20.3 21.0 24.9 26.7 29.7 33.0 38.4 46.5 49.6 54.1
2) Gnent Fec_ 1.8 1.8 1.7 3.0 3.4 3.2 3.8 4.4 4.4 4.3 4.6

a) U.Lmiig 1.2 1.2 1.1 1.1 1.2 1.1 1.5 1.8 1.7 1.8 2.2
b) G>qy Pqistratio 0.4 0.4 0.4 1.2 1.1 1.2 1.3 1.6 1.7 1.5 1.4
c) W Perits 0.2 0.2 0.2 0.7 1.1 0.9 1.0 1.0 1.0 1.0 1.0

3) Staff TralnkU - - - - - - - - n/a 1.4 1.0
4) Othr Ainistrativ Costs 13.4 14.5 16.5 20.9 23.5 22.5 27.8 32.6 36.3 36.8 43.6

Subtotal 34.6 36.6 39.2 48.8 53.6 55.4 64.6 75.4 87.2 92.1 103.3

C. Cautructfm or
Antwain Exemm 1.7 0.9 0.4 0.9 2.0 0.5 4.0 5.0 5.6 4.6 13.0

D. Total Expmwiture (B + C) 36.3 T7.5 39.6 49.7 556 559 686 804 92.8 96.7 1163

L. Avrp SaJay (BS'000) 9,647 9,383 10,360 11,360 12,123 12,775 13,296 14,919 17,039 17,483 18,277
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42. The Central Bank has attempted to split the benefits of the
banking and trust sector between domestic and offshore activity. Table 3
shows the benefits accruing from the offshore sector, which are smaller,
although the rate of growth has been higher, on average, over the period.
Only 30% of total employment in the banking and trust sector is attributed
to offshore activity in 1983. However, this proportion was considerably
smaller in earlier years, the annual average rate of growth in employment
in the offshore sector being 13%. Within that, the annual increase in
Bahamian employment was 14%, while employment of expatriates grew at
5.5%. Total expenditure of the offshore sector, at B$44 billion,
represented 38% of total expenditure of the banking and trust sector in
1983, compared with only 25% in 1973. As noted above, it is extremely
difficult to separate the contribution of the offshore sector from that of
the domestic banking sector with great precision and as such the precise
breakdown should be viewed with caution, and the crudity of the Central
Bank's estimates are evident in the data of average salary which, even
allowing for the exceptionally rapid growth in Bahamian as opposed to
non-Bahamian employment in the last two years of the period, appear highly
volatile.

Table 3: Gross Economic Contribution of Offshore Banks and Trust Companies
(B$ Million)

1973 1974 1975 1976 1977 1978 1979 199D 1981 1982 1983

A. Total Eploymnt
1) Bhamias 197 267 2D2 265 262 191 211 180 361 593 746
2) Nn-ehFmians 75 70 62 79 70 62 67 91 72 97 127

Subtotal 253 337 264 344 332 253 278 363 433 690 873

B. Total Operational Costs
1) Salaries 4.0 4.9 4.2 6.4 7.5 7.8 8.8 10.1 15.1 13.3 16.7
2) Governmrnt Fees 0.5 0.4 0.1 0.8 1.1 0.8 1.3 1.7 2.4 1.4 1.7

a) Ucesirg 0.3 0.3 0.1 0.3 0.4 0.3 0.5 0.8 0.8 0.9 1.0
b) CaWmiy Regatration 0.1 - - 0.2 0.1 0.2 0.6 0.6 1.3 0.1 0.2
c) lbrk Permts 0.1 0.1 - 0.3 0.6 0.3 0.3 0.3 0.3 0.4 0.5

3) Staff Traning - - - - - - - - - - 0.4
4) Other Admnistrative Costs 2.7 1.7 4.9 5.0 7.4 6.8 9.5 12.3 16.6 17.4 22.5

Subtotal 7.3 7.0 9.2 12.2 16.0 16.0 19.6 24.1 34.1 32.1 41.3

C. onstructilm or
Pavaticn &penPeS 1.6 - 3.2 0.3 0.7 0.1 0.6 0.2 3.7 0.7 1.9

D. Total psenditure (B + C) 8.9 7.0 12.4 12.5 16.7 16.1 20.0 24.3 37.8 32.8 43.9

E. Averag Salary (B$'OX)) 15,810 14,540 15,909 18,604 22,591 3D,830 31,655 27,823 34,873 19,255 19,129
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43. The Central Bank estimates that the costs of generating this
extra income, employment and foreign exchange from the offshore sector have
been relatively low for The Bahamas. The direct costs of developing a
sophisticated telecommunications network have largely been offset by user
fees; and in any case, the economy as a whole has benefited from this
expenditure. The banks and trust companies themselves have undertaken much
of the specialized training needed for employment in the sector, so that,
rather than beinb a drain on the economy, such training has brought only
benefits. The real cost of supervision of the sector is relatively low,
given the relatively small resources that are devoted to supervision in the
Central Bank. The Central Bank also considers that indirect costs related
to the difficulty that might be created in exercising effective monetary
control are minimized by the rigorous application of exchange controls to
insulate the offshore sector, and that the question of indirect costs
arising from tax evasion is not significant for The Bahamas since there is
no direct tax.

IV. FUTURE ISSUES AND PROSPECTS

44. Both the authorities and the managements of the banks and trust
companies consider that The Bahamas has a bright future as an offshore
financial center. A variety of concerns, issues and future directions are
discussed below.

A. International Banking Facilities (IBFs) and Competition
from Other Centers

45. Work done by the Central Bank tends to suggest that The Bahamas
has not suffered as much as might have been expected from the establishment
of IBFs in New York. IBFs were first established in 1981 as separate
accounting units in New York banks to deal exclusively with nonresidents.
IBFs were to have been exempt from state and city taxes, reserve
requirements, and interest rate ceilings. Thus, it was expected, the
overseas branches of US banks would be attracted back to New York, reducing
the demand for the services of centers such as The Bahamas. It was argued
that US banks would benefit from increased efficiency and from reductions
in overseas operational expenses. The initial impact of the formation of
over 290 IBFs was certainly adverse to the volume of business in The
Bahamas. Whereas the liabilities of US branches in The Bahamas and the
Caymen Islands together had grown by over 20% in 1981, they fell by 3% in
1982. However, in 1983, the volume of this business grew by 4.5%, and
evidence suggests that it has continued to grow since that time. A number
of factors may explain the apparent inability of the IBFs to make a
long-term impact on the volume of business in The Bahamas. First, The
Bahamas has, as has already been discussed, stringent secrecy laws, and US
branches are relatively free of reporting requirements to the authorities.
IBFs, on the other hand, are subject to every aspect of the US legal and
regulatory system. Second, IBFs are not permitted to issue certificates of
deposit, and have minimum transaction size requirements and a compulsory
two-day withdrawal notice, designed to prevent leakage between the domestic
and international sectors. Third, the taxation advantages of the IBFs have
largely been eroded as a result of their failure to attract sufficient
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business back from the offshore centers. A further important point is that
the IBFs are not permitted to transact with residents of the United States,
whereas residents of the United States form an important segment of the
clientele of banks in the offshore banking centers.

B. Bank Secrecy and the Exchange of Information

46. The Bahamas and other offshore financial centers have come under
increasing pressure from the US authorities to improve the arrangements for
providing information to the US authorities in cases of violation of US
law. At certain times, administrative conflicts have occurred. For
example, at one point managers of institutions operating in The Bahamas
were being subpoenaed, on arrival in the United States, to supply evidence
from the books of their Bahamian operations. To do so would have been a
violation of Bahamian law. However, relationships between The Bahamas and
the United States authorities have now improved to the point where such
exchanges of information may be contemplated as part of a cooperative
effort. The Bahamian authorities have made it clear that cooperation will
be welcomed as long as a number of conditions are met. Principal among
them are that a prima facie case should be established against an
individual before the books are opened and that the supposed crime should
be an offense in Bahamian law as well as in US law. The Bahamian
authorities have, therefore, made it clear that evasion of US taxes will
not be grounds for supplying information to the US authorities, although
they are prepared to seek agreement in areas that involve funds accruing
from violations that would be considered violations under Bahamian law, if
they took place in The Bahamas.

47. A cardinal principle, advocated by the Governor of the Central
Bank, is that "the appropriate focus for dealing with the possibility of
illegal transactions through banks is not the removal of bank secrecy,
which serves a legitimate and longstanding purpose, but rather the proper
supervision of banking activity". Several of the supervisory measures that
have been taken in the past year have been aimed at discouraging illegal
transactions. In addition, the banks' and trust companies' Code of Conduct
has specifically focused on some of these issues. Furthermore, "the
problem is seen as an international one, and efforts to deal with it must
likewise be international in scope, not isolating one or two centers for
concentration, lest the possible criminal activity merely shifts to another
location". It would appear that the efforts of The Bahamas to deal with
these problems by means of improved supervision, and the need to deal with
the problems on an international scale, have been more fully recognized by
the US authorities in recent times. And, through a judicious approach to
the question of bank secrecy, in which the need to cooperate has been
balanced against the need to protect the confidentiality of the business of
those who are not engaged in criminal activities, the authorities have
avoided the development of a crisis on this issue.
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C. Possible New Areas of Development

48. There are a number of other "offshore" activities that the
Government is actively seeking to encourage. These include development of
offshore insurance and reinsurance activities, encouraging the use of The
Bahamas as a flag of convenience ship registry location and fostering
further expansion in portfolio management, investment services and mutual
funds.
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STATISTICS IN THE BAHAMAS AND THE NATIONAL ACCOUNTING SYSTEM

Over the past six years, considerable difficulty has been
experienced in the compilation of official statistics, and, in consequence,
national accounts, balance of payments and other statistical data may be
subject to considerable error. Official statistics on external trade have
not been published from Customs Department source documents since 1977;
there are not comprehensive and/or current statistics on unemployment/
employment, wage rates and production, and the weights used in the
construction of the Retail Price Index for New Providence refer to the
period November-December 1971, with the result that the index may not
accurately reflect actual price movements.

These difficulties are a manifestation of institutional and
structural problems, which are not amenable to easy change or a short term
solution. The Department of Statistics suffers from an acute shortage of
trained personnel and equipment. There are no in-house computing
facilities and use of central government data processing facilities have
encountered a variety of technical problems. Furthermore, the
socio-economic environment of The Bahamas has created difficulties. As
there are no personal or corporate income taxes in the country, the
Department of Statistics has no data on the incomes of businesses or
individuals. Also, the response rates to various surveys has been very low
due to suspicion and apprehension as to the reasons for information
disclosure.

Rectification of these problems will require additional
allocation of resources to the Department of Statistics that will allow for
an increase in the quality and quantity of staff available and a campaign
to heighten the private sector's cooperation and appreciation of the
importance of production and other statistics.

In view of the above difficulties, outlined below are details on
the compilation of specific components of national income, and possible
sources of error.

Exports - The numbers shown reflect Central Bank estimates and
are compiled by applying a multiplier of 2.22 to the non-oil
exports of offshore companies, from which production data is
received. Obviously, while this relationship may have been
appropriate in 1980, it is not clear that it will be appropriate
in 1984. It should be noted that the tourism expenditure
component of the export revenue should be quite accurate, insofar
as regular visitor arrival data is collected and periodic
expenditure surveys undertaken by the Ministry of Tourism.

Imports - Non-oil import data is also drawn from Central Bank
estimates based upon import duties collected by the Customs
Department to which a multipler of 3.75 is applied. This
multiplier was derived from the ratio of customs duties to total
non-oil imports for the period from the first quarter 1975 to the
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fourth quarter 1977. While the Central Bank found this ratio to
be stable over the stated base period, tariff rate changes since
indicate that significant limitations may exist with this method
of estimation. The Department of Statistics has been endeavoring
to overcome the backlog of trade data from the Customs
Department, starting with 1984 and moving back. however the
stream is not yet complete, hence the Central Bank estimates were
used to maintain consistency.

Public Investment - This item is drawn from the Accountant
General and the financial statements of the public enterprises.

Private Sector Investment - This item is derived as a residual
following the estimation of total investment. This latter item
is calculated utilizing information on construction starts and
completions and imports of machinery and transport equipment. A
pro-rata system was allocated to each year's building starts to
ascertain the actual completions.

Public Consumption - This item is derived from treasury accounts
of Central Government current expenditure plus administrative
expenses of the National Insurance Board, less interest payments,
transfers, sales of goods and services and services of a
commercial nature.

Private Consumption - This item may represent a source of
estimation error. Imports are identified by end-use category,
utilizing a sample period of January to March 1983, to ascertain
the volume of consumer goods. This is further broken down by
various consumer goods categories to which is applied an average
duty margin and a trade and transport margin. This latter margin
is drawn from surveys of retail establishments. To this are
added estimates of consumption of locally produced goods, for
each category. Estimates are made for the local consumption of
services based on ad hoc surveys, the frequency of which is
unknown. Finally, to avoid double counting of consumer
expenditure by non-residents and spending by residents abroad, as
shown in the balance of payments, these items are deducted from
the final consumption figure. The mission was not able to verify
the estimates for service consumption, a number of the categories
appear high, particularly transportation and other miscellaneous
services. Also, there may be some double counting of government
consumption. Finally, the allocation of imported goods between
consumer goods and others, based on a three-month January to
March period, may be inappropriate insofar as there is likely to
be a seasonal pattern to the composition.

The above discussion does not attempt to provide a complete
survey of the national account methods employed and their specific
accuracy. Rather, it is meant to inform the reader as to the general
teclniques employed and to likely estimation problems that should be borne
in mind when assessing the national accounts. The Department of Statistics
is aware of the difficulties, and it is clear that a thorough review of the
complete system, by a national accounting expert, would be highly
beneficial.
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A final point on methodology concerns the construction of a
constant series for the national accounts. This is not done in The
Bahamas. The mission drew up a series based on a variety of indices which
are discussed below:

Public and private consumption were deflated by an index composed
of the World Bank oil price indices and the retail price index of
New Providence;

Exports of goods and services were deflated by World Bank
manufacturing unit value (MUV) indices. Constant tourism
expenditure was arrived at utilizing total visitor numbers
multiplied by average length of stay and average daily
expenditure in 1977. Imports of goods and services was deflated
by a composite index made up of the MUV index, the World Bank
food commodity index, and the oil price index used above.
Investment, both public and private, was deflated by a composite
index made up of the U.S. producer price index and the U.S.
construction material index. The final deflators are shown at
the foot of Table 2.3.
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mable 1.1: BAWHAS - VITL S==llCS, 1973-83

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983

(in '000)

Pbpultion 181.00 185.00 189.00 193.00 197.00 201.00 206.00 210.00 214.00 218.00 222.00

Nmber of live births 4.42 4.40 4.03 5.30 4.87 4.36 4.90 5.10 5.37 5.30 5.28

lRber of deths 1.18 1.19 1.11 0.98 1.07 1.08 1.21 1.34 1.15 1.19 1.10

hltural increase 3.24 3.22 2.93 4.32 3.80 3.29 3.68 3.76 4.22 4.11 4.18

(Z per 1000)

Cude birth, rate 24.41 23.79 21.34 27.44 24.73 21.70 23.76 24.28 25.08 24.31 23.78

Crude death, rate 6.52 6.41 5.85 5.06 5.42 5.36 5.88 6.40 5.39 5.44 4.97

Rate of natural increse 17.90 17.38 15.49 22.38 19.31 16.34 17.88 17.88 19.70 18.87 18.81

Ihfit Dortality rate 32.00 32.50 34.20 32.50 28.70 26.50 28.50 27.70 24.40 20.40 22.70

Sxrce: Deprtt of Statitics.
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Table 1.2: BABWMAS - EIDW MEN AND LABOR FUCE a/

1973 1975 1977 1979

(In thousands)

Labor force 62.7 65.6 75.9 79.0

Eiployed 57.0 51.6 59.2 67.7
Agriculture, forestry, & fishing 1.3 0.7 1.0 1.3
Minirg and quarryirg 0.3 0.8 - 0.1
Manufacturing 4.1 1.1 3.1 4.7
Electricity, gas and water 1.7 1.8 1.9 1.1
Construction 3.6 1.4 1.3 4.9
Cbcmnrce, restaurants, 6 hotels 15.5 16.4 20.4 22.2
Transport, storage & ccummication 6.0 3.9 6.6 4.7
Finance, insurance, real estate
and business services 5.6 4.5 4.0 5.8

*onmmity, social,and personal
services 18.5 21.0 19.0 22.3
o.v.: government employees (...) ( ... ) (12.5) (13.0)
tbclassified 0.4 - 1.9 0.6
Ubemployed 5.7 14.0 16.7 11.3

(In percent)

Participation rate 43.9 42.8 46.4 45.9
Participation rate (New Providence) 43.1 43.7 43.8 44.2
tbemployment rate 9.1 21.3 22.0 14.3

a/ For New Providence and Grand Beb... Figures include resident no-naticnals.

Source: Department of Statistics.
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Tible 2.1: PBHAYAS - E!PITWE Ct GDS DCMESIIC PUM T AT CMRR=NT MAMEE PRTCES, 1979-84

(In millions of Bbhamian dollars)

1979 1980 1981 1982 1983 1984

cacsumptimi 768.9 844.3 933.5 984.1 1053.4 1158.9
Gmeral gov't final comsumtioo ependiture 143.8 167.0 197.3 208.9 238.0 260.5
Private final consmptiom sependiture 625.1 677.3 736.3 775.2 815.4 898.4

Besident household 611.4 662.0 714.2 751.7 790.8 872.8
Nbr-profit institutions serving blmeblod 13.7 15.3 22.1 23.5 24.6 25.6

OrDss capital formatimi 146.2 244.2 268.8 338.8 352.2 355.5
Increase in stocks 10.9 31.3 29.9 40.1 41.6 50.6
Gross fixed capital formtion 135.3 212.9 238.9 298.7 310.6 304.9
Private 76.7 133.6 120.4 183.5 212.5 258.4
Public 58.6 79.3 118.5 115.2 98.2 46.5

hkports of goods & WS 785.0 939.8 961.2 1038.3 1153.5 1264.3
Of which: Tburism 505.5 577.6 632.2 654.4 770.3 818.3

Taports of goods & NFS 686.2 839.6 889.7 939.9 1005.3 1072.3

Gross nenPstic Product at m.p. 1013.9 1188.7 1273.9 1421.3 1553.8 1706.3

Source: Statistics DeparbtEnt.
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Table 2.2: BAHAMAS - XPENDITUtRE ON GROSS DCMESTC PDUCT AT CURRET MARr PRICES, 1979-84

(In percent)

1979 1980 1981 1982 1983 1984

Consu,ption 75.8 71.0 73.3 69.2 67.8 67.9
General gov't final consumption expenditure 14.2 14.0 15.5 14.7 15.3 15.3
Private final consumption expenditure 61.7 57.0 57.8 54.5 52.5 52.6
Resident household 60.3 55.7 56.1 52.9 50.9 51.1
Non-profit institutions servirg household 1.4 1.3 1.7 1.7 1.6 1.5

Gross capital fornmtimn 14.4 20.5 21.1 23.8 22.7 20.8
Increase in stocks 1.1 2.6 2.3 2.8 2.7 3.0
Gross fixed capital formtion 13.3 17.9 18.8 21.0 20.0 17.9
Private 7.6 11.2 9.5 12.9 13.7 15.1
Public 5.8 6.7 9.3 8.1 6.3 2.7

2bpOrts of goods & NFS 77.4 79.1 75.5 73.1 74.2 74.1
Of which: Tourim 49.9 48.6 49.6 46.0 49.6 48.0

Imports of goods & NFS 67.7 70.6 69.8 66.1 64.7 62.8

Gross Domestic Product at m.p. 100.0 100.0 100.0 100.0 100.0 100.0

Source: Statistics Depsxrtmnt.
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Table 2.3: BSHWMAS - SM IIRE ON GMS DGMESIC PRC AT CM1SMMANI MAKKT PRICES, 1979-84

(In millions of 1977 Bhhaimi dollars)

1979 1980 1981 1982 1983 1984

Conmuptimo 663.9 650.6 647.5 643.5 661.8 700.6
GCneral gov't final con.umption epnditure 124.2 128.7 136.8 136.6 149.5 157.5
Private final coomsuption axpeniture 539.8 521.9 510.7 506.9 512.3 543.1
Resident household 527.9 510.1 495.4 491.6 496.9 527.7
Nmr-profit institutious serving housebold 11.8 11.8 15.3 15.4 15.5 15.5

Gross capital fomation 122.8 186.6 188.4 228.3 229.6 223.9
Increuse in stodks 9.4 24.1 20.7 26.2 26.1 30.6
Gross fixed capital fonstion 113.4 162.5 167.7 202.1 203.4 193.3
Private 64.3 102.0 84.5 124.2 139.2 163.9
Public 49.1 60.5 83.1 77.9 64.3 29.5

Eports of goods & WFS 674.0 741.7 679.1 737.7 801.9 880.2
Of which: 7burism 473.1 511.0 457.2 463.8 507.8 527.1

3mports of goods & WFS 547.6 604.9 628.3 655.9 709.0 757.3

Gross Domestic Product at m.p. 913.1 973.9 886.7 953.6 984.3 1047.5

QOmamption 115.8 129.8 144.2 152.9 159.2 165.4
dross Capital Forntimi 119.0 130.9 142.7 148.4 153.4 158.7
wports of Goods 116.5 126.7 141.5 140.8 143.9 143.6

Iqports of Gbods & NPS 125.3 138.8 141.6 143.3 141.8 141.6
GDP at m.p. 111.0 122.1 143.7 149.0 157.9 162.9

Source: Statistics Depertment and staff estimates.
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MTble 3.1: LAWI(S - LIANMU (C PAYMES, 1977-84

(In millimas of BehauiAn dollars)

1977 1978 1979 1980 1981 1982 1983 1984

Exports, GNS 589.3 688.1 785.0 939.9 961.2 1038.3 1153.5 1264.3
Gooda (f.o.b.), non-oil 135.9 146.4 170.5 200.5 176.2 221.6 244.7 298.2
Nbkifactor services 453.4 541.7 614.5 739.4 785.0 816.7 908.8 966.1
Tourism 371.2 445.2 505.5 577.7 632.2 654.4 770.3 818.3
Local pensse of offslhre
cuqpniies 57.1 62.0 71.3 119.3 118.0 111.2 95.0 89.4
Other governnt 13.3 17.9 15.1 15.0 13.5 19.5 15.9 31.9
Others 11.8 16.6 22.6 27.4 21.3 31.6 27.6 26.5

Imports, GFS 471.6 562.0 686.2 839.6 889.7 939.9 1005.3 1072.3
Goods (f.o.b.), non-oil 281.9 336.1 413.1 497.5 510.3 519.0 582.1 641.6
Oil imports, net a/ 44.9 55.5 95.2 128.6 123.4 119.0 112.9 121.4
Nbn-factor services 144.8 170.4 177.9 213.5 256.0 301.9 310.3 309.3

Iravwl 54.4 61.0 53.6 70.7 91.2 104.3 95.5 105.7
TrmYqportation 2.8 8.1 16.4 4.0 8.8 16.0 9.7 13.1
Freight and insurance 28.9 33.6 41.4 44.7 48.8 50.4 58.5 64.8
Merchsndise 22.9 27.2 33.5 39.1 41.3 42.1 47.2 52.0
Nbismnrba dise 6.0 6.4 7.9 5.6 7.5 8.3 11.3 12.8

Other goveriut 10.7 15.7 18.7 18.5 24.1 21.7 29.6 20.5
Others 48.0 52.0 47.8 75.6 83.1 109.5 117.0 105.2

Pesource balance 117.7 126.1 98.8 100.3 71.5 98.4 148.2 192.0

Factor service paEments 74.2 112.2 123.4 113.6 138.8 114.9 122.8 153.8
Private transfers, net -18.6 -22.2 -15.8 -19.7 -13.9 -17.7 -10.3 -14.6

Cbrrent account balance 24.9 -8.3 -40.4 -33.0 -81.2 -34.2 15.1 23.6

Private sector, net 45.4 -14.2 -15.8 2.5 104.7 -2.5 -14.7 -26.9
Private lang tenn, net 35.7 -14.7 3.5 7.6 87.3 25.1 2.7 -10.3
Property purchase 20.0 -2.3 8.1 -0.4 15.5 -3.4 -2.3 -5.4
Iog-term lons 4.3 -13.5 -6.1 3.5 52.9 22.3 8.7 -5.3
Other invest-nts 11.4 1.1 1.5 4.5 18.9 6.2 -3.7 0.4

Gmercial banks and other
finacial institutions 9.7 0.5 -19.3 -5.1 17.4 -27.6 -17.4 -16.6

Pablic sector, net 0.5 12.1 -4.4 -6.8 71.4 66.4 6.2 -27.5
Gross disbursetats 30.8 23.5 15.6 11.2 102.3 84.5 23.4 1.7
Central goyermit 15.0 16.1 0.5 - 60.2 71.4 21.3 1.2
Public corporatims b/ 15.8 7.4 15.1 11.2 42.1 13.1 2.1 0.5

hwrtizatics 30.3 11.4 20.0 18.0 30.9 18.1 17.2 29.2

SDR allocatiom - - 4.4 4.5 4.3 - - -
Gold restitutim and profits 0.4 0.2 0.2 11.0 - - - -
Errors and omissios, net -49.9 1.7 75.6 35.8 -91.3 -16.4 3.5 69.8

(bge in international reserves
(increase - -) -21.3 8.5 -19.6 -14.0 -7.9 -13.3 -10.1 -39.0

a/ Excludes oil trasactiom related to bukerirg and off.bDre ref inirg and transhipt activities.
b/ Includes private.

Sources: Cantral ban of the Bhm.s; sod mission estizrtes.
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Table 3.2: BHAMAS - TRANSA0l6Ct OF FFUSHE COMPANIES, 1977-84

(In millions of Bahamian dollars)

1977 1978 1979 1980 1981 1982 1983 1984

A. Local Expenses of OffshDre Companies

Oil refinery 16.3 20.8 24.2 61.3 52.1 47.7 31.4 22.2

Transhipm.t tmidal - - - - 8.2 - - -

OffshDre lmbks & trust companies 12.8 12.0 13.3 14.0 14.6 16.1 18.3 21.1

Offshore uurifacturing cocpanies a/ 18.4 21.0 25.7 33.0 29.3 28.8 31.6 31.3

Shipping & other misc. ccpmanies 9.6 8.2 8.1 11.0 13.9 18.6 13.7 14.7

Ibtal 57.1 62.0 71.3 119.3 118.1 111.2 95.0 89.3

B. Transactions of OffshDre Minfacturizg Comanies

Exports, f.o.b. 49.2 69.8 88.0 97.9 80.4 100.2 110.1 134.4

Imports of raw materials 35.0 44.7 58.8 65.7 51.4 54.4 54.8 58.3

Foreign erpeises 5.0 6.3 9.2 11.1 5.8 5.1 14.1 4.7

a/ Net of local sales.

Sources: Central Bark of the Bahamas; and IMF estimates.
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Table 3.3: BAHAMAS - MLANDWISE DaMEIfC EXPR[S BY END USE CAIE , 1977-83

(In millioos of U.S. dollars)

1977 1978 1979 1980 1981 1982 1983

Food and live animals 9.44 9.05 11.77 12.18 .,. 14.04 14.69

Beverages and tobacco 13.78 12.95 9.80 8.00 ... 20.39 13.57

Crude materials,inedible except fuel 14.82 8.88 17.03 10.76 ... 15.96 12.90

Mineral fuels, lubricamts snd
related materials - - - - ... - -

Anizml & vegetable oils & fats - - - -

Chemicals 38.20 69.08 60.12 88.55 ... 128.15 167.53

-'hmifactured goods classified
chiefly by materials 3.21 4.32 25.14 15.35 ... 2.31 0.01

Mlchinery & trasport euipment 0.08 0.55 0.89 0.20 ... 0.56 0.96

Misc. mnumifactured articles 0.03 0.13 0.26 0.56 ... 0.16 0.35

ChmaIdities & trmEsactioos not
classified accordirg to kind - - - - .

Tbtal domstic merchandise exports 79.56 104.96 125.01 135.60 ... 181.57 209.99

- not available

Source: Ecternal Trade Section, Departnent of Statistics.
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Table 3.4: BAHAMAS - MERLHANDISE IThoRS BY END USE CATISGUY, 1977-83

(In millioos of U.S. dollars)

1977 1978 1979 1980 1981 1982 1983

Food and live anizals 54.33 53.99 58.14 126.24 ... 147.84 131.25

Beverages and tobacco 10.57 10.76 14.30 26.14 ... 32.29 25.88

Crude materials,inedible except fuel 3.91 6.04 4.95 15.35 ... 12.40 11.81

Mineral fuels, lubricants and
related materials 44.90 55.40 95.20 128.58 123.41 119.02 112.81

Animal & vegetable oils & fats 0.59 0.70 0.55 1.49 ... 1.52 1.54

Qh.iials 38.83 39.54 33.98 74.55 ... 119.42 75.61

Mhmnufactured goods classified
chiefly by mterials 35.29 40.33 42.74 122.58 ... 104.27 103.66

Machinery & transport equipmet 41.14 51.67 71.07 118.46 ... 145.42 128.98

Misc. umanifactured articles 36.66 44.11 44.60 191.41 ... 101.10 112.17

CrmnDditi"s & trsnsactioms not
classified accordirg to kind 0.15 0.62 0.20 2.00 ... 0.76 0.94

Total mercahndise inports 266.35 303.15 365.72 806.79 ... 784.04 704.66

n- ot available

Source: Eternal Trade Section, Dt;rttaet of Statistics.
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Table 3.5: BIWAS - E RM WBY KUM aMlTIf!S, 1975-W3

1975 1976 1977 1978 1979 1980 1981 1982 1983

Crawfish
Quantity ('C00 lbs.) 866 1514 1758 1383 1029 ... ... 1834 1862
Unit price (US$/lb.) 3.27 4.19 4.92 5.31 8.22 ... ... 6.57 6.70
Value ("00 US$) 2826 6341 8657 7346 8463 ... ... 12047 12469

Pulpwood
Qiantity ('000 two) 88 207 35 - - - - - -

IUit price (US$Itoo) 8.73 8.65 8.79 - - - - - -

Value ("00 US$) 772 1792 312 - - - - - -

Crnde salt
Quantity ('000 tons) 1091 1932 1356 546 1472 ... ... 898 843
Ihit price (US$/tan) 3.69 4.61 4.86 5.50 2.76 ... ... 9.69 9.68
Value (C"00 us$) 4027 8901 6591 3004 4063 ... ... 8700 8161

Argoanite
Quantity ('000 tmom) 1458 2049 2705 2541 4684 ... ... 2648 2009
Ihit price (US$/tax) 1.99 2.01 2.02 2.00 2.54 ... ... 2.16 1.99
Value ("00 us$) 2897 4126 5469 5081 11910 ... ... 5712 3995

Csacarilla bark
Qintity ('000 lbs.) 59 17 19 60 181 ... ... 87 139
Unit price (US$/lb.) 1.91 3.17 1.11 1.21 1.35 ... ... 5.02 2.42
Value ('1000 U;S) 113 55 21 72 245 ... ... 436 337

QOutity ('000 prvof gallons) 2291 1815 2711 1944 3529 ... ... 2173 1397
Ihit price (US$/proof gallcm) 6.10 6.93 5.18 6.63 2.73 ... ... 9.22 9.32
Value (C00 US$) 13970 12584 14036 12893 9640 ... ... 20037 13020

HDrimes
Quantity ('000 grui) ... 5146 4747 2738 4957 ... ... 4270 5726
UIit price (US$/gram) ... 8.82 5.48 10.09 5.52 ... ... 8.40 6.79
Value ("000 us$) 26023 45400 25989 27627 27350 ... ... 35853 38907

Other A tic eports 7064 6800 18480 48937 63337 ... ... 98785 133106

Total dcmestic eports 57693 86000 79555 104960 125007 ... ... 181570 209995

... -not available

Sources: Central Ban of the Bahamas; Deprtmit of Statistics; and mission estimtes.
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Table 3.6: BNAMWS - WULIM AND VALUW F OIL 0 MS FOR LOCAL CaIEOSUMaI(, 1977-84

(Vblume - '000 barrels; Value - '0O0B$)

DOMESTIC Total
Mbtor Aviation Kerosene Binker Gas Iubrikants Foreign Local

Period Propane Gasoline Gasoline Jet fuel "C' Oil and otbhr Total Bnkers Cbnsumptim

1977
VoluT 96 709 36 176 829 919 11 2776 4736 7512
Value 1404 13260 930 2942 10815 14701 850 44902 63551 108453

1978
volume 101 800 49 206 1351 973 35 3515 5882 9397
Value 1247 15282 1295 3499 16466 16045 1565 55399 76412 131811

1979
volume 116 888 50 223 1626 1098 37 4038 5758 9796
Value 1768 25322 2000 6394 28430 29271 2015 95200 89155 184355

1980
Vo1ime 125 851 51 171 1314 1164 38 3714 4635 8349
Value 2610 34654 3312 7248 31155 46999 2602 128580 174848 303428

1981
volume 141 924 41 125 768 1100 47 3146 4621 7767
Value 3752 40668 2838 5494 22016 45219 3419 123406 153659 277065

1982
volume 117 926 42 133 865 1034 39 3156 3368 6524
Value 2829 39582 2952 5767 22608 42012 3272 119022 102299 221321

1983
vA,lue 121 997 44 152 992 896 41 3243 3541 6784
Value 3389 38499 2779 5631 26743 32266 3502 112809 106383 219192

1984
vblume 133 1035 49 231 1048 890 30 3416 2726 6142
Value 3344 40190 2921 8435 30977 32541 2927 121335 91436 212771

Source: Ciental sok of the Bahmas.
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Table 4.1: BARMHAS - OUISTADEG GQMUHR DEB, 1977-84

(In millims of B shki dollar; at end of year)

Prel.
1977 1978 1979 1980 1981 1982 1963 1964

Dtal 187.9 206.8 237.3 245.9 286.2 356.0 446.3 465.6

Foreigp currncy 69.4 59.9 53.8 40.8 87.7 147.9 162.2 154.4
hktenzl debt 34.8 29.1 21.3 14.7 46.0 93.5 112.8 113.7

uCial baks 7.2 7.4 6.3 4.7 41.2 92.6 106.9 108.8
OffsbDre finanial intitutiom 14.6 12.4 9.1 6.3 3.2 - - -

Tnternatimal finswial institutioa 13.0 9.3 5.9 3.7 1.6 0.9 3.9 4.9
Debt to local institutions 34.6 30.8 32.5 26.1 41.7 54.4 49.4 40.7
Cauzercial bats 34.0 30.3 32.1 25.8 41.5 54.4 49.4 40.7
Other local financial instituticas 0.6 0.5 0.4 0.3 0.2 - - -

Bshazian dollars 118.5 146.9 183.5 205.1 198.5 206.1 284.1 311.2
Treawy bills 15.0 15.0 19.0 24.0 24.1 40.0 40.0 40.0
Ceitral Bank - 1.0 6.7 13.1 6.1 2.0 1.5 10.5
Comrcial bars 15.0 10.0 4.0 1.0 8.0 8.5 13.0 14.0
National Insurance Board - 4.0 8.0 9.8 10.0 29.5 25.5 15.5
Other - - 0.3 0.1 - - - -

Ixg-term securities 85.8 114.0 149.2 162.2 153.3 141.1 200.1 215.1
Central laik - 1.4 5.0 14.3 13.2 5.5 13.4 5.5
Cmmercial batks 34.0 43.6 50.5 40.7 35.0 31.8 39.5 41.6
Noticul Inrura-ae Bard 35.0 45.0 65.0 76.2 75.4 75.4 109.0 120.5

Other 16.8 24.0 28.7 31.0 29.7 28.4 38.2 47.5

loans ani advances a/ 17.7 17.9 15.3 18.9 21.1 27.0 44.0 56.1

a/ Includes sobrt-term loans aud advances.

Sources: Ministry of FiNrce; Central Burt of the Bdhm; arnd mission estimtes.
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Table 4.2: BHAMAS - SUMMARY OF FCtE1RQN CURRENC DEBT OPERAIICNS CF TE PUEIC SECT=R, 1977-84

(In millima of Eshamian dollars)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Outstandirg debt at begiming of year 85.4 108.9 95.9 99.4 102.3 162.9 230.3 237.9
GQ,ernmmt 56.3 69.4 59.9 53.8 40.8 87.7 147.9 162.3
Q,verruent guaranteed 29.1 39.5 36.0 45.6 61.5 75.2 82.4 75.6

Plus now dravings 37.7 3.4 25.8 22.3 103.9 83.1 23.5 1.7
Gbperruzut 21.4 1.2 10.9 1.4 60.8 67.2 19.5 1.5
GQverneat guaranteed 16.3 2.2 14.9 20.9 43.1 15.9 4.0 0.2

less awrtization 14.2 16.4 22.3 19.4 43.3 15.7 15.9 30.3
GDveumn t 8.3 10.7 17.0 14.4 13.9 7.0 5.1 9.2
Covenment guaranteed 5.9 5.7 5.3 5.0 29.4 8.7 10.8 21.1

OutstadKirg debt at end of year 108.9 95.9 99.4 102.3 162.9 230.3 237.9 209.3
Gvvennment 69.4 59.9 53.8 40.8 87.7 147.9 162.3 154.6
C.overment guaranteed 39.5 36.0 45.6 61.5 75.2 82.4 75.6 54.7

Interest charges 6.3 9.1 11.3 11.9 14.2 25.6 25.9 26.3
Gbvernmnt 3.8 5.0 6.8 6.7 5.7 18.0 19.7 19.6
Covrormnt guaranteed 2.5 4.1 4.5 5.2 8.5 7.6 6.2 6.7

Dbbt service 20.5 25.5 33.6 31.3 57.5 41.3 41.8 56.6
Gbvenment 12.1 15.7 23.8 21.1 19.6 25.0 24.8 28.8
Gbvenrent puarantesd 8.4 9.8 9.8 10.2 37.9 16.3 17.0 27.8

Ccverrment debt service/
govenot revemes (Z) 8.3 9.0 11.2 8.1 6.7 8.5 7.9 8.3

Ibtal debt service/receipts frca
ecports of goods & NFS (Z) 3.5 3.7 4.3 3.3 6.0 4.0 3.6 4.5

Sxrces: Ministry of Finance; Central Bank of the Bahms; public corporations;
and mission estimtes.
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Table 4.3: AMWS - OUlNIRG PUBlIC StR DEBT IN FCREI CURENCY, 1977-84

(In millioms of Bdhanian dollars)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

GQverrmt 69.4 59.9 53.8 40.8 87.7 147.9 162.2 154.4

Ecternal 34.8 29.1 21.3 14.7 46.0 93.5 112.8 113.7

Doometic 34.6 30.8 32.5 26.1 41.7 54.4 49.4 40.7

GoernmDekt guaraiteed 39.5 36.0 45.6 61.5 75.2 82.4 75.7 54.9

lkternal 15.9 17.0 27.1 31.9 61.2 62.1 57.5 47.1

Dtestic 23.6 19.0 18.5 29.6 14.0 20.3 18.2 7.8

Total 108.9 95.9 99.4 102.3 162.9 230.3 237.9 209.3

EKternal 50.7 46.1 48.4 46.6 107.2 155.6 170.3 160.8

Domestic 58.2 49.8 51.0 55.7 55.7 74.7 67.6 48.5

Sources: Ministry of Finance; Central Bink of the Be1has; public corporations;
arni ission estimates.
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Table 5.1: BAHAMAS - RG2ERNM1 OPERAIICiS AND FINCING, 1977-85

(In millions of Bahacisn dollars)

Prel. Budget
1977 1978 1979 1980 1981 1982 1983 1984 1985

QCrrent revmen 146.3 174.2 212.4 261.0 293.1 295.6 314.0 347.3 423.1
Current expenditure 143.6 166.5 189.1 219.6 256.0 283.6 318.6 342.1 361.1

Current account balance 2.7 7.7 23.3 41.4 37.1 12.0 -4.6 5.2 62.0

Capital expenditure 22.9 26.7 24.4 37.2 41.9 40.4 22.7 22.5 65.0
Capital formation 16.4 11.1 17.6 25.1 29.2 30.4 19.1 10.3 44.1
Purchase of assets 0.0 11.8 0.0 0.4 0.0 0.0 0.1 0.1 6.5
Capital transfers 6.5 3.8 6.8 11.7 12.7 10.0 3.5 9.5 14.4
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.6 0.0

Overall balance -20.2 -19.0 -1.1 4.2 -4.8 -28.4 -27.3 -17.3 -3.0

lons and advances 7.7 13.6 12.8 2.1 53.9 43.0 53.9 3.4 0.0

Net financirg requirement -27.9 -32.6 -13.9 2.1 -58.7 -71.4 -81.2 -20.7 -3.0

Finanacing 27.9 32.6 13.9 -2.1 58.7 71.4 81.2 20.7 3.0

Foreign curreuy 13.0 -9.5 -6.1 -13.0 46.9 60.2 14.3 -7.8 ...
External 8.4 -5.7 -7.8 -6.6 31.3 47.5 19.3 0.9 ...
Domestic 4.6 -3.8 1.7 -6.4 15.6 12.7 -5.0 -8.7 ...

Bahamian dollars 14.9 42.1 20.0 10.9 11.8 11.2 66.9 28.5 ...
Treasury bills 1.0 0.0 4.0 5.0 0.1 15.9 0.0 0.0 ...
Central Bark -3.9 1.0 5.7 6.4 -7.0 -4.1 -0.5 9.0
Comercial banks 5.7 -5.0 -6.0 -3.0 7.0 0.5 4.5 1.0 ...
National Insurance Board -0.8 4.0 4.0 1.8 0.2 19.5 -4.0 -10.0 ...
Other - 0.0 0.3 -0.2 -0.1 0.0 0.0 0.0 ...

Lorg-term securities 24.1 28.2 35.2 13.0 -8.9 -12.2 59.0 15.0 ...
Central Bank -4.0 1.4 3.6 9.3 -1.1 -7.7 7.9 -7.9 ...
Ccmnercial barks 3.5 9.6 6.9 -9.8 -5.7 -3.2 7.7 2.1
Natical Insurance Board 19.0 10.0 20.0 11.2 -0.8 0.0 33.6 11.5 ...
Other 5.6 7.2 4.7 2.3 -1.3 -1.3 9.8 9.3 ...

Loans and advances -2.9 0.2 -2.6 3.6 2.2 5.9 17.0 12.1
Deposits (increase - -) -10.2 13.5 -18.0 -6.9 17.2 -4.5 4.6 1.7
Residual 2.9 0.2 1.4 -3.8 1.2 6.1 -13.7 -0.3 ...

Sources: Ministry of Finance; Central Bank of the Bahaom; and mission estinutes.
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Table 5.2: BARAMS - G 0O = REVENIE, 1977-85

(In millims of Bahaian dollars)

Prel. Biuget
1977 1978 1979 1980 1981 1982 1983 1984 1985

Total revenue 146.3 174.2 212.4 261.0 293.1 295.6 314.0 347.3 423.1

Tax reyenue 120.4 142.4 178.5 204.0 211.7 219.2 253.4 273.9 342.0

Ccusny fees 6.8 7.0 7.9 11.4 11.7 12.1 13.3 14.0 18.8
Property tax 4.4 5.5 6.4 6.0 6.3 6.9 9.0 10.3 14.0
Stam ts 4.9 7.2 9.1 9.6 9.9 9.8 11.1 9.8 15.0
Mbtor vehicle tax 3.2 3.4 3.7 3.9 4.2 4.1 6.3 6.6 7.3
Tourim tax 5.1 6.3 10.1 11.5 11.1 11.7 15.1 16.4 20.1
Gmnirg tax 8.4 10.0 13.1 12.5 12.1 11.5 12.1 13.8 17.0
Taes cm internatimal trade 87.6 103.0 128.2 149.1 156.4 163.1 186.5 203.0 249.8
Iport duties 81.2 96.8 119.0 140.0 146.3 153.6 173.7 188.2 230.5
Stamp duty 3.3 4.1 5.2 6.2 6.3 6.3 9.8 10.7 15.5
Ecport duty 3.1 2.1 4.0 2.9 3.8 3.2 3.0 4.1 3.8

tzNtax renue 25.9 31.8 33.9 57.0 81.4 76.4 60.6 73.4 81.1

Property 5.0 6.7 7.8 9.9 18.7 20.3 16.6 33.7 26.6
Rentals 2.0 2.0 2.0 2.1 4.3 4.6 4.8 24.2 15.0
Interest, dividends, & royalties 1.2 2.2 1.6 3.1 3.6 3.8 2.7 2.4 3.9
Central Bank profits 1.6 1.6 3.0 3.1 8.0 7.4 6.5 6.8 7.5
Other 0.2 0.9 1.2 1.6 2.8 4.5 2.6 0.3 0.2
inministrative fees & charges 11.8 15.8 17.3 37.2 54.4 44.2 29.9 28.0 31.2
buigratico fees 6.0 7.1 7.5 6.8 8.2 7.8 7.5 7.3 7.7
Other 5.8 8.7 9.8 30.4 46.2 36.4 22.4 20.7 23.5

Reiuburseimts 2.9 2.4 1.7 2.0 0.9 4.4 3.6 1.6 9.8
Services of a camrcial nature a/ 6.2 6.9 7.1 7.9 7.4 7.5 10.5 10.1 13.5

al Pves of the Avistic, Port and Marine, Post Office, arl Water Departmts.
Since 1977, mst of the duties of the Water Departnlt have been taken over by the Bahms Water arkd Sewerage
Corporation.

Sources: Ministry of Finance; aid missim estimtes.
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Table 5.3: BAHWS - Q l?h aRU IXPH)IlPE, 1977-85

(In millios of Bahlnimn dollars)

Prel. Budget
1977 1978 1979 1980 1981 1982 1983 1984 1985

Total current acpenditure 143.6 166.5 189.1 219.6 256.0 283.6 318.6 342.1 361.1

Waes and salaries 79.6 90.9 98.8 114.0 134.4 146.4 166.7 184.3 190.4

Other goods and services 32.1 40.0 48.0 57.0 68.3 64.8 72.1 76.5 80.0

Interest paymets 13.1 16.5 20.1 22.1 24.2 35.9 40.2 43.5 44.4
Foreign curreny 3.9 5.6 7.3 6.4 5.7 18.0 19.7 19.6 19.0
Domstic currency 9.2 10.9 12.8 15.7 18.5 17.9 20.5 23.9 25.4

Subsidies aid transfers 12.6 11.9 14.0 16.9 18.9 25.9 28.7 26.6 33.3
Educatim 4.7 3.7 4.7 5.6 5.6 6.5 5.8 5.9 8.0
Pesisios 3.1 3.6 4.0 5.3 6.8 7.4 10.4 10.5 9.7
Natioal Insurance BDard 1.0 1.0 1.0 1.0 1.0 1.9 2.6 2.5 2.5
Tax refunls 1.4 2.0 2.3 2.5 3.8 6.1 7.5 6.2 5.5
Other 2.4 1.6 2.0 2.5 1.7 4.0 2.4 1.5 7.6

Services of comercial nature a/ 6.2 7.2 8.2 9.6 10.2 10.6 10.9 11.2 13.0

Marsandm item:

Debt redemption 19.9 17.8 22.5 24.2 22.8 23.5 22.1 24.2 44.3
Foreign curreny 8.4 9.8 16.8 14.4 13.9 7.0 5.1 9.2 18.3
Douestic currncy 11.5 8.0 5.7 9.8 8.9 16.5 17.0 15.0 26.0

a/ Eluitures by the Aviati4x, Pbrt and Hrine, Pbst Office, ard %ter Dq.arltmnt. Since 1977, nost
of the duties of the water Departmt have been taken over by the Bahas Water and Sewerae
Corporation.

Sources: Ministry of Finance; and mission estintes.
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Table 5.4: BAHAMAS - GHERN CAPITAL EKPENDTTRE, 1977-85

(In milliams of Bahamisn dollars)

Prel. Budget
1977 1978 1979 1980 1981 1982 1983 1984 1985

Total capital expenditure, transfers,

and lendirg 30.6 40.3 37.2 39.3 95.8 83.4 76.6 25.9 65.0

Capital formation 16.4 11.1 17.6 25.1 29.2 30.4 19.1 10.3 44.1
Agriculture and fisheries 1.0 1.2 1.6 2.2 1.6 1.4 2.9 0.2 0.8
Education 1.6 1.7 1.9 3.0 5.4 4.8 7.2 1.9 6.9
Halth 1.9 1.3 1.8 1.4 1.5 0.9 0.2 0.3 4.1
Public works 1.2 1.8 4.3 5.7 14.5 10.7 3.8 3.0 12.9
Gomercial services a/ 1.0 0.8 6.2 9.4 3.9 9.3 1.6 1.3 9.2
Defense 7.7 3.3 0.6 0.7 0.7 1.3 - 0.2 1.1
Other 2.0 1.0 1.2 2.7 1.6 2.0 3.4 3.4 9.1

Capital transfers 6.5 3.8 6.8 11.7 12.7 10.0 3.5 9.5 14.4
Bahuasair 3.5 3.0 2.8 4.8 4.5 - 2.3 7.7 5.7
Water Corporation 3.0 - 3.0 3.5 - - - - -
Otber - 0.8 1.0 3.4 8.2 10.0 1.2 1.8 8.7

Purchase of assets - 11.8 - 0.4 - - 0.1 0.1 6.5

Loss from sale of assets - - - - - - - 2.6 -

loans and advances 7.7 13.6 12.8 2.1 53.9 43.0 53.9 3.4 ...
BahsFesair 1.0 2.0 0.7 - 3.4 1.5 3.1 -
Broadcasting Corporation 1.5 1.0 4.7 - - - - -

Development Bank - 5.0 - - .*.
Electricity Corporation 4.5 2.2 - - - 10.0 - -
Hotel Corporation - - 7.0 1.3 46.9 28.1 47.4 3.4
Water Corporatian - - - - 2.0 - - -
Other 0.7 3.4 0.4 0.8 1.6 3.4 3.4 -

a/ Ekpexnitures by the Aviation, Port and Marine, Post Office, and Water Departmet. Since 1977, ms6t
of the duties of the water Department have been taken over by the Bahama Water and Sewerage
Corporation, to which the Governuent makes capital contribution.

Sources: Ministry of Finance; and mission estimates.
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Table 5.5: BAHWAS - SUtUY ANt15 (I lE NIIMCML DOWA= BOAN 1977-85

(In millions of Bahwian dollars)

Prel. &x*et
1977 1978 1979 1980 1981 1982 1983 1984 1985

Revenue 23.0 25.5 28.9 32.6 36.6 38.5 48.4 53.8 56.5
Cmtributions 19.0 20.0 21.9 23.1 24.1 23.2 29.6 33.9 33.0
Central Goverment 3.0 3.2 3.6 3.6 4.0 4.3 4.5 5.0 4.5
Other 16.0 16.8 18.3 19.5 20.1 18.9 25.1 28.9 28.5

Investet imen 3.0 4.5 6.0 8.5 11.3 13.5 16.3 17.4 21.1
Gross governmt secuwities 1.9 4.0 5.0 6.1 8.2 8.3 11.0 13.0 15.2
Other 1.1 0.5 1.0 2.4 3.1 5.2 5.3 4.4 5.9

Grant fron Central Governut 1.0 1.0 1.0 1.0 1.2 1.8 2.5 2.5 2.4

Current expenditure 5.8 7.0 7.3 8.0 11.4 15.1 19.9 22.2 34.1
Beef its 3.5 4.6 4.9 5.4 8.3 11.3 15.3 16.5 27.5
Aeduinistration 2.3 2.4 2.4 2.6 3.1 3.8 4.6 5.7 6.6

Qirreat accout balance 17.2 18.5 21.6 24.6 25.2 23.4 28.5 31.6 22.4

Capital expeoditure - - - 0.1 0.1 0.1 0.1 0.2 2.3

Overall accotmt balance 17.2 18.5 21.6 24.5 25.1 23.3 28.4 31.4 20.1

Financial saviias 17.2 18.5 21.6 24.5 25.1 23.3 28.4 31.4 20.1

Purchases of goverrt securities 19.0 10.0 20.0 12.0 -0.8 - 37.1 11.5
Other loans ani securities - - - - - - 5.7 14.8 ...

Purchases of Treasury bills -0.8 4.0 4.0 1.8 0.3 19.5 -4.0 -9.7 ...
QCange in baoking system deposits
(decrease -- ) 1.1 3.4 -3.0 10.3 24.7 4.9 -6.1 14.1 ...

Residual a/ -2.1 1.1 0.6 0.4 0.9 -1.1 -4.3 0.7 ...

a The National Insurance Board acconats are on an accrual basis. The residual includes changes in comtributicon
in arrears, as well as changes in cash balances.

Sources: Audited accotnts of the Iatimoal Insurance Board; and mission estimates.
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Page 1 of 2
Table 5.6: BAHAMAS - SUMMARY OPERAIICN CF IHE NNFIMNAM&CL PUBLIC CORPORAIICNS a/, 1977-85

(In millions of Bahmnian dollars)

Prel. Budget
1977 1978 1979 1980 1981 1982 1983 1984 1985

Revenue 83.6 111.2 129.4 164.5 169.9 178.9 205.9 249.6 257.8

?xpenditure 80.1 96.5 111.3 138.8 152.0 167.5 177.5 185.7 204.7

OurTent account balance 3.5 14.7 18.1 25.7 17.9 11.4 28.4 63.9 53.1

Capital expenditure 13.8 14.1 38.5 50.1 83.9 82.0 76.4 38.6 48.6

tOerall account balance -10.3 0.6 -20.4 -24.4 -66.0 -70.6 -48.0 25.3 4.5

Financirg 10.3 -0.6 20.4 24.4 66.0 70.6 48.0 -25.3 -4.5

o'-rzrt transfers & loans 13.5 8.2 18.2 9.6 56.8 39.6 52.8 11.1 5.7
Natiaal Insurance Board loan - - - - - - 4.4 - -

Do&estic banking system 12.3 -1.3 -9.7 14.0 -19.2 30.4 -8.8 -30.2 ...
Foreign currency 17.2 -6.0 0.4 8.5 -18.1 7.4 -1.5 -9.6 ...
Bahamian dollars -4.9 4.7 -10.1 5.5 -1.1 23.0 -7.3 -20.6 ...

External financirg 8.1 0.6 7.7 4.8 29.3 0.9 -5.5 -10.4 ...
Res idua 1 -7.4 -8.1 4.2 -4.0 -0.9 -0.3 5.1 4.2 ...
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Page 2 of 2
Table 5.6: BAHAMAS - SUHMARY CfERATICNB CF TOE NDNINANCIAL PU211C CORPOPAIICtS a/. 1977-85

(In millions of Bahamian dollars)

Prel. Budget
1977 1978 1979 1980 1981 1982 1983 1984 1985

Bahamasair
Revenue 13.9 18.3 23.8 30.1 29.4 32.4 38.5 47.0 47.0
Bcpenditure 16.1 20.0 26.2 32.1 33.6 36.6 44.5 46.9 49.3
Current balance -2.2 -1.7 -2.4 -2.0 -4.2 -4.2 -6.0 0.1 -2.3
Capital paenditure 0.2 - 16.5 14.5 - 2.4 1.3 0.7 -
Overall balance -2.4 -1.7 -18.9 -16.5 -4.2 -6.6 -7.3 -0.6 -2.3

Bahamas Broadcastirg
Revemne 1.6 1.9 2.1 2.9 3.3 3.4 3.9 4.4 5.0
Expenditure 2.0 2.5 2.9 3.2 3.6 4.0 4.9 4.5 5.1
Current balance -0.4 -0.6 -0.8 -0.3 -0.3 -0.6 -1.0 -0.1 -0.1
Capital expenditure 4.9 0.1 0.1 - 0.1 0.2 1.3 0.1 0.4
Overall balance -5.3 -0.7 -0.9 -0.3 -0.4 -0.8 -2.3 -0.2 -0.5

Bahama Electricity
Revemue 27.9 31.5 37.8 52.2 54.1 56.2 66.1 75.2 74.1
Expenditure 23.9 26.3 30.7 46.1 55.2 56.2 53.5 52.5 58.3
Current balance 4.0 5.2 7.1 6.1 -1.1 0.0 12.6 22.7 15.8
Capital expeniture 1.9 1.6 2.1 6.4 39.6 26.1 10.2 6.4 12.6
Overall balance 2.1 3.6 5.0 -0.3 -40.7 -26.1 2.4 16.3 3.2

BEhamas HDtel Corporation
Reveuie 14.4 18.0 20.1 24.8 22.1 21.7 22.2 34.9 38.2
Casino revenue - 7.5 8.8 9.2 9.7 9.8 12.6 17.1 17.9
Expeoditure 17.1 23.7 25.4 29.7 30.0 29.9 29.9 34.3 32.5
aLrrent balance -2.7 1.8 3.5 4.3 1.8 1.6 4.9 17.7 23.6

Capital expenditure 0.9 8.0 12.5 16.0 27.0 37.9 41.9 8.5 13.5
Overall balance -3.6 -6.2 -9.0 -11.7 -25.2 -36.3 -37.0 9.2 10.1

Bahamas Telecammmicatims Corporation
Revemie 21.5 25.8 28.2 36.1 42.0 44.4 47.9 55.5 59.0
Expenditure 13.7 15.0 18.2 19.9 22.0 30.7 32.0 34.4 46.0
Current balance 7.8 10.8 10.0 16.2 20.0 13.7 15.9 21.1 13.0
Capital expenditure 2.8 2.5 1.0 3.7 6.3 10.0 20.2 21.5 18.0
Overall balance 5.0 8.3 9.0 12.5 13.7 3.7 -4.3 -0.4 -5.0

Water and Sewerage
Revemie 4.3 8.2 8.6 9.2 9.3 11.0 14.7 15.5 16.6
Expenditure 7.3 9.0 7.9 7.8 7.6 10.1 12.7 13.1 13.5
Current balance -3.0 -0.8 0.7 1.4 1.7 0.9 2.0 2.4 3.1
Capital expenditure 3.1 1.9 6.3 9.5 10.9 5.4 1.5 1.4 4.1
Overall balance -6.1 -2.7 -5.6 -8.1 -9.2 -4.5 0.5 1.0 -1.0

a/ The accoumts of the public corporations are based on an accrual basis; depreciation allowances have been deducted frcm
expenditure data reported in the accotmts. The residual financirg item includes changes in accoumts payable and
receivable as well as chanRes in cash balances.

Sources: Audited acconmts; 1985 budgets of the public corporations; and mission estimates.
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Table 6.1: BAHAMAS - SUMMARY AXOJUNTS CF THE FINAMCIAL SYSTM, 1977-84 a/

(In millions of Bahadan dollars, end of period)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Net official international reserves 67.2 58.6 78.2 92.6 100.2 113.6 123.8 162.7

Other foreign assets (net) -108.2 -108.7 -89.4 -87.6 -102.5 -74.2 -56.8 -40.2

Net dcuestic asset 358.6 415.5 439.0 486.1 541.6 604.6 680.3 678.8

Net claims an governmnt 88.8 109.6 98.5 90.6 117.9 117.7 156.2 172.3
In local curreny 55.4 79.5 68.2 67.7 78.0 63.5 108.2 130.9
Claimz 75.2 85.5 91.0 97.3 91.5 82.0 120.9 142.4
Deposits -19.8 -6.0 -22.8 -29.6 -13.5 -18.5 -12.7 -11.5
In foreign currency 33.4 30.1 30.3 22.9 39.9 54.2 48.0 41.4
Deposits of the Nat'l Insurance Board -11.0 -14.2 -11.4 -21.7 -46.4 -51.3 -45.3 -59.5
Net claims co rest of public sector 15.4 14.1 4.3 18.3 1.1 31.5 27.0 -11.3
In local currency -7.9 -3.2 -13.4 -9.8 -11.5 13.0 10.5 -18.8
Claims 1.0 2.7 1.5 7.2 9.2 30.9 15.9 16.8
Deposits -8.9 -5.9 -14.9 -17.0 -20.7 -17.9 -5.4 -35.6

In foreign currency 23.3 17.3 17.7 28.1 12.6 18.5 16.5 7.5
Credit to private sector 333.1 364.0 425.0 497.0 569.2 624.9 676.8 735.8
In local currency 257.2 282.7 360.3 436.9 499.5 561.2 618.7 675.5
In foreign currency 75.9 81.3 64.7 60.1 69.7 63.7 58.1 60.3
Capital and surplus -75.9 -76.6 -75.6 -102.5 -100.0 -109.2 -120.4 -149.6
Other unclassified assets (net) 8.2 18.6 -1.8 4.4 -0.2 -9.0 -14.0 -8.9

Liabilities to private sector 317.6 365.4 427.8 491.1 539.3 644.0 747.3 801.3

Mbney 83.0 99.4 124.2 125.9 133.8 147.0 169.4 178.0
Cu-rency 23.1 26.4 29.7 33.3 37.3 40.9 45.5 51.0
Demend deposits 59.9 73.0 94.5 92.6 96.5 106.1 123.9 127.0
Ssvirgs & fixed deposits, in local

currency 216.8 245.4 287.7 346.5 395.9 455.0 530.6 587.6
Foreign currency deposits 17.8 20.6 15.9 18.7 9.6 42.0 47.3 35.7

Source: Central Ban* of the Bahamas.
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Table 6.2: BAHAMAS - ACOtUIS CF 11E MNMARY AUfI*RMElS, 1977-84 a/

(In millions of Bahanian dollars, end of period)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Net official foreign assets 67.2 58.6 78.2 92.6 100.2 113.6 123.8 162.7

Gold holdings a/ 0.4 0.5 0.7 - - - - -
Balances with banks abroad 54.9 45.8 61.1 71.0 76.7 89.6 98.6 117.4
Foreign securities 5.8 6.0 5.7 6.5 8.7 10.2 12.2 33.2
Reserve position in the FuRd 6.1 6.3 6.2 11.6 7.7 7.5 11.8 11.4
SDR holdirgs - - 4.5 3.5 7.1 6.3 1.2 0.7

Net domestic assets -20.6 -4.0 -9.0 -9.3 -13.7 -16.2 -17.8 -50.4

Net clains on government -3.3 13.7 11.1 27.6 26.1 16.3 30.6 42.3
Claims 13.1 14.9 22.5 42.3 33.4 28.4 35.8 43.9
Treasury bills - 1.0 6.6 13.1 6.1 2.0 1.5 10.5
Bahwas reistered stock - 1.4 5.0 14.3 13.2 5.5 13.4 5.5
loans and advances 13.1 12.5 10.9 14.9 14.1 20.9 20.9 27.9

Deposits -16.4 -1.2 -11.4 -14.7 -7.3 -12.1 -5.2 -1.6
Deposit of the National Insurance Board -0.8 -0.2 -2.0 -8.3 -21.5 -9.5 -1.8 -31.9
Deposits of public enterprises -3.9 -2.5 -1.8 -1.9 -2.5 -1.7 -3.2 -12.3
Credit to comercial banks b/ - - 2.0 10.0 19.0 19.5 - -

Official capital and surplus -16.1 -18.7 -23.1 -40.5 -43.6 -49.9 -51.2 -55.9
Net unclassified assets 3.5 3.7 4.8 3.8 8.8 9.1 7.8 7.4

Liabilities to comercial banks 20.5 25.0 30.9 36.3 31.7 38.6 41.8 41.6

Notes and coins 10.5 11.7 14.2 13.8 13.2 17.5 15.4 19.2
Deposits 10.0 13.3 16.7 22.5 18.5 21.1 26.4 22.4

Liabilities to other financial

institutions 2.9 3.3 4.1 4.9 5.6 6.6 8.0 9.3

SDR allocations - - 4.5 8.8 11.9 11.3 10.7 10.4

Currency held by the private sector 23.1 26.4 29.7 33.3 37.3 40.9 45.5 51.0

a/ Valued at SDR35 per fine cunce.
b/ Includes Central Bank fixed term deposits with conmercial banks.

Source: Central Bank of the Bahams.
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Table 6.3: BAHAMAS - ACC0UNIS CF THE CaHME1CIAL BANKS, 1977-84

(In millions of Bahnian dollars, erd of period)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Net foreign assets -117.4 -111.8 -92.1 -91.1 -105.6 -76.7 -60.8 -52.2

Net claims cO Central Bank 20.5 25.0 28.9 26.3 12.7 19.1 41.8 41.6

Nbtes and coins 10.5 11.7 14.2 13.8 13.2 17.5 15.4 19.2
Balances 10.0 13.3 16.7 22.5 18.5 21.1 26.4 22.4
Centra1 Bank credit a/ - - -2.0 -10.0 -19.0 -19.5 - -

Net daoxStic assets 334.9 356.9 375.7 422.8 478.4 526.5 555.0 564.3

Net claims On government 84.6 85.4 78.9 54.8 84.8 95.3 117.2 116.4
Treasury bills 15.0 10.0 4.0 1.0 8.0 8.5 13.0 14.0
Other securities 38.5 47.2 53.0 42.0 35.4 32.4 39.5 41.6
In local currenCy 33.9 43.6 50.5 40.7 35.0 31.8 39.5 41.6
In foreign currenCy 4.6 3.6 2.5 1.3 0.4 0.6 - -
loans and advances 33.9 32.7 34.2 27.7 47.5 60.2 72.8 70.8
In local currency 4.6 5.4 4.4 4.0 7.0 6.1 23.1 28.2
In foreign currenCy 29.3 27.3 29.8 23.7 40.5 54.1 49.7 42.6
less: deposits 2.8 4.5 12.3 15.9 6.1 5.8 8.1 10.0
In local currercy 2.3 3.7 10.3 13.8 5.1 5.3 6.4 8.8
In foreign currenCy 0.5 0.8 2.0 2.1 1.0 0.5 1.7 1.2

Deposit of the NSticOal Insurance BOard -10.2 -14.0 -9.4 -13.4 -23.3 -37.5 -40.9 -26.2
Net claims an rest of public sector 19.3 16.6 6.1 20.2 3.6 33.2 30.2 1.0
Loans and advances 24.6 21.7 20.0 36.8 22.3 50.7 33.3 24.9

In local currency 1.0 2.7 1.5 7.2 9.2 30.9 15.9 16.8
In foreign currency 23.6 19.0 18.5 29.6 13.1 19.8 17.4 8.1

less: deposits 5.3 5.1 13.9 16.6 18.7 17.5 3.1 23.9
In local currency 5.0 3.4 13.1 15.1 18.2 16.2 2.2 23.3
In foreign currency 0.3 1.7 0.8 1.5 0.5 1.3 0.9 0.6

Net claims cn other finanCial
institutions -4.2 -1.8 -0.7 1.0 - -5.2 -6.6 -3.2

Credit to private sector 266.5 288.8 333.5 386.7 443.4 482.4 509.7 534.9
Securities 4.5 3.4 5.2 7.7 6.8 5.2 6.2 7.4
loans and advances 262.0 285.4 328.3 379.0 436.6 477.2 503.5 527.5
In local currency 186.3 204.3 263.6 318.9 366.9 413.5 445.4 467.2
In foreign currenCy 75.7 81.1 64.7 60.1 69.7 63.7 58.1 60.3

Private capital and surplus -21.8 -31.5 -32.4 -38.4 -33.6 -38.6 -44.6 -54.5
Net unclassifies assets 0.7 13.4 -0.3 11.9 3.5 -3.1 -10.0 -4.1

Liabilities to private sector 238.0 270.2 312.5 358.0 385.5 468.9 536.0 553.7

Daernd deposits 68.0 82.4 102.3 103.1 103.5 117.1 137.2 137.2
In local currency 59.9 73.0 94.5 92.6 96.5 106.1 123.9 127.0
In foreign currency 8.1 9.4 7.8 10.5 7.0 11.0 13.3 10.2

Savirgs deposits 56.2 66.9 83.1 94.8 100.7 109.1 124.1 145.3
In local currency 54.6 66.5 83.0 94.6 100.5 107.8 123.0 140.9
In foreign currency 1.6 0.4 0.1 0.2 0.2 1.3 1.1 4.4

Fixed deposits 113.8 120.9 127.1 160.1 181.3 242.7 274.7 271.2
In local currency 105.7 110.1 119.1 152.1 178.9 213.0 241.8 250.1
In foreign currency 8.1 10.8 8.0 8.0 2.4 29.7 32.9 21.1

a/ Includes Central Bark fixed term deposits with commercial banks.

Source: Central Bank of the BahamaS.
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Table 6.4: BAHWMAS - AOXXINLS CF THE OIHER ILDCAL FINANCIAL fl6IIIUflCi6, 1977-84

(In millions of Bahamian dollars, erd of period)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Net foreign assets 9.2 3.1 2.7 3.5 3.1 2.5 4.0 12.0

Clairs on Central Bank 2.9 3.3 4.1 4.9 5.6 6.6 8.0 9.3

Net dcwestic assets 44.4 62.4 78.8 91.4 107.8 125.1 153.8 175.3

Net claims on governent 7.5 10.5 8.5 8.2 7.0 6.1 8.4 13.6
Claims 8.6 11.6 9.6 9.3 8.1 7.2 9.5 14.7
Deposits 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1

Deposits of Netional Insurance Board - - - - -1.6 -4.3 -2.6 -1.4
Net claims on comnercial banks 4.9 1.8 0.6 -0.9 - 5.2 6.6 3.2
Credit to private sector 66.6 75.2 91.5 110.3 125.8 142.5 167.1 200.9
Loans and advances 65.3 74.9 91.2 110.0 125.5 142.2 166.8 200.6
Local currency 65.1 74.7 91.2 110.0 125.5 142.2 166.8 200.6
Foreign currency 0.2 0.2 - - - - - -

Other local investumnts 1.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Private capital and surplus -38.0 -26.4 -20.1 -23.6 -22.8 -20.7 -24.6 -39.2
Net classified assets 3.4 1.3 -1.7 -2.6 -0.6 -3.7 -1.1 -1.8

Private sector savings & fixed deposits 56.5 68.8 85.6 99.8 116.5 134.2 165.8 196.6

Source: Central Bank of the Bahsaza.
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Table 6.5: BMAHAAS - C(MXEKIAL BANKS' RESERVE P06IlION, a/ 1978-84

Total Required Excess Net Free Total EKcess Net Free
Reserves b/ Reserves Reserves Reserves c/ Reserves Reserves Reserves cl

-(In millions of Bahanian dollars) (In percent) d/

1978 24.1 13.2 10.9 10.9 9.0 4.1 4.1
1979 25.5 15.9 9.6 7.6 8.0 3.0 0.8
1980 27.6 18.8 8.8 -1.2 7.2 2.3 -0.3

1981

I 31.0 19.1 11.9 10.7 8.1 3.1 2.8
II 32.0 20.4 11.6 11.1 8.0 2.9 2.8
III 31.7 20.7 11.0 3.3 7.8 2.7 0.8
IV 30.9 20.7 10.2 -8.8 7.3 2.4 -2.1

1982

I 31.3 21.6 9.7 -2.3 7.1 2.2 -0.5
II 34.9 22.8 12.1 4.1 7.5 2.7 0.9
III 31.1 23.3 7.8 -2.7 6.7 1.7 -0.6
IV 33.7 24.3 9.4 -10.1 7.0 2.0 -2.1

1983

I 31.0 24.5 6.5 -6.5 6.5 1.4 -1.4
II 50.4 24.9 25.5 13.5 8.0 3.1 2.7
III 40.3 26.8 13.5 13.5 7.8 2.6 2.6
IV 37.4 27.0 10.4 10.4 7.0 2.0 2.0

1984

I 50.4 28.2 22.2 22.2 9.3 4.1 4.1
II 58.2 28.7 29.5 29.5 10.8 5.5 5.5
III 39.3 28.1 11.2 11.2 7.2 2.1 2.1
IV 39.9 28.6 11.3 11.3 7.0 2.0 2.0

a/ Averages for the last mDth of the period.
b/ QCrrency holdings plus balances with the Central Bank.
c/ Excess reserves minus borrowing from the Central Bank.
d/ Of Bahamian dollar deposit liabilities of private sector and public corporations.

Source: Central Bank of the Bahamas.
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Table 6.6: BAHAAS - LIQUIDIlY POSMIICti (OF MffCIAL BAIS, a/ 1978-84

1978 1979 1980 1981 1982 1983 1984

December Jme Decemiber June December Jum December Jim Deceiber Jume Deceiber June December

(In millions of Bahimi dollars)

Qnrrency holdirgs 11.7 7.3 14.2 9.6 13.8 11.3 13.2 11,1 17.5 11.4 15.4 10.0 19.2
Balance with Central Bank 13.3 26.6 16.7 21.6 12.5 17.8 11.1 30.0 12.6 26.5 26.4 48.8 22.4

Treasury bills 10.0 14.9 4.0 7.5 1.0 10.3 8.0 17.0 8.5 12.8 13.0 14.3 14.0
Other goverumt securities 47.1 56.2 53.0 46.9 42.0 39.5 35.4 32.7 32.4 30.9 39.5 42.7 41.6
Net balace with other
financial institutions b/ -2.0 -3.9 -2.7 -3.8 -2.5 -2.7 -2.1 -4.4 -0.4 0.3 -0.3 -5.1 1.0

Total eligible liquid asset 80.1 101.1 85.2 81.8 66.8 76.2 65.6 86.4 70.6 81.9 94.0 110.7 98.2

Pequired liquid assets c/ 44.6 51.4 54.6 58.2 62.5 67.0 70.4 74.0 80.5 83.7 87.4 89.0 93.5

lxcess liquid assets 35.5 49.7 30.6 23.6 4.3 9.2 -4.8 12.4 -9.9 -1.8 6.6 21.7 4.7

(As per cent of Bahmian dollar deposit liabilities)

EKcess liquid assets 13.1 16.2 9.3 6.7 1.1 2.3 -1.1 2.7 -2.0 - 1.2 4.0 0.8

a/ Ebd of the nuth figures.
b/ Net demnd deposits in Bahamian dollars.
c/ 9DI of 20 per cent of Bahmian dollar demmid deposits plus 15 per cent of Bahnian dollar

fixed and savirgs deposits.

Srces: Central Bark of the Bahms; and mission estimates.
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Table 6.7: BAHAMAS - LOANS AND ADIYANCES CF CZ4tCIIAL BAMCS, a/ 1977-84

(In millions of Bahamian dollars, end of period)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Total 286.6 306.9 348.2 416.9 457.7 531.0 541.9 555.7

Foreign currency 99.3 99.9 83.1 90.8 81.6 83.5 77.9 68.4
Bahmian currency 187.3 207.0 265.1 326.1 376.1 447.5 464.0 487.3

Hotels, restaurants & night clubs 33.9 39.0 38.0 30.5 44.0 57.2 61.2 67.4
Foreign currency 27.9 33.8 29.9 20.0 30.2 31.7 32.9 40.0
BEahmian currency 6.0 5.2 8.1 10.5 13.8 25.5 28.3 27.4

Trade and commerce 32.3 44.2 50.0 55.7 82.0 78.6 81.3 79.3
Foreign currency 2.8 3.9 3.1 2.1 9.3 3.2 3.5 2.9
Bshumian currency 29.5 40.3 46.9 53.6 72.7 75.4 77.8 76.4

Building, construction & real estate 71.0 80.0 79.4 90.8 87.9 47.2 42.6 41.1
Foreign currency 29.2 25.9 11.8 17.7 10.7 11.9 5.8 3.6
Bahmian currency 41.8 54.1 67.6 73.1 77.2 35.3 36.8 37.5

lbnufacturing & quarrying 12.5 6.8 1.2 0.6 0.9 13.8 13.6 13.3
Foreign currency 11.9 6.6 1.0 0.2 0.1 - - -
Bahanian currency 0.6 0.2 0.2 0.4 0.8 13.8 13.6 13.3

Agriculture and fisheries 1.2 1.4 2.6 3.4 6.5 5.4 6.C 5.7
Foreign currency - - 0.4 0.3 0.3 - - -
ahamnian currency 1.2 1.4 2.2 3.1 6.2 5.4 6.0 5.7

Personal and other loans 111.1 113.8 157.0 199.1 214.1 278.1 303.9 324.0
Foreign currency 3.9 10.7 18.4 20.9 17.9 16.9 18.3 13.8
Bahamian currency 107.2 103.1 138.6 178.2 196.2 261.2 285.6 310.2

Public corporatioms 24.6 21.7 20.0 36.8 22.3 50.7 33.3 24.9
Foreign currency 23.6 19.0 18.5 29.6 13.1 19.8 17.4 8.1
Bahamian currency 1.0 2.7 1.5 7.2 9.2 30.9 15.9 16.8

a/ EKcludirg loans and advances to the government.

Source: Central Bank of the Bahamas.
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Page 1 of 2
Table 6.8: BAHA&4AS - SELECTED INTEREST RAIES, 1979-84

(Quarterly averages, in per cent per anmnu)

1979 1980 1981

I II III IV I II III IV I II III IV

Deposit rates a/

Saviigs deposits 4.90 4.50 4.72 4.62 5.71 6.10 6.39 6.39 6.44 6.63 6.63 6.63
Fixed deposits
Up to 3 mcnths 5.10 4.87 4.83 4.64 6.64 7.33 7.33 7.74 7.90 8.11 8.24 8.59
Up to 6 amoths 6.28 5.48 5.47 5.12 6.75 7.13 7.69 7.98 8.24 8.14 8.27 8.64
Up to 12 moths 6.03 5.89 5.71 5.64 6.99 7.31 8.07 8.11 8.40 8.36 8.45 8.92
Over 12 unuths 6.17 6.21 6.28 6.19 7.13 7.21 8.26 8.56 8.23 8.75 8.78 9.19

lending rates a/

Crommecial bank
prime rate b/ 9.50 9.00 9.00 9.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00

MDrtgages
Residential 12.05 11.19 11.80 11.86 12.50 12.97 12.96 12.82 13.11 13.15 13.13 13.24
0zmnercial 12.03 11.86 11.64 11.53 12.74 13.07 12.97 12.94 13.06 13.15 13.10 13.56

Consumer loans
Hire-purchase 17.17 16.72 16.72 16.72 16.76 17.26 17.01 17.76 17.76 17.32 17.32 17.32
Other 15.43 15.04 15.04 15.04 14.37 16.29 16.29 16.27 16.27 16.28 16.25 16.99

Other rates in the

Bahams a/

Treasury bill rate 3.30 2.19 2.66 4.14 6.77 7.16 7.21 8.54 8.08 8.74 8.80 8.65
Central Bank re-
discount rate cl 3.80 2.69 3.16 4.64 7.27 7.66 7.71 9.04 8.59 9.24 9.30 9.15

Bank rate d/ 10.00 9.50 9.50 10.00 11.00 11.00 11.00 11.00 9.00 9.00 9.00 9.00

Eurodollar rate

(London)

3-cmth deposits 10.87 10.62 11.66 14.70 14.7 11.15 12.08 17.10 16.33 17.47 18.44 13.80
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Page 2 of 2
Table 6.8: BAHAMAS - SELEH INETREr RATES, 1979-84

(Quarterly averages, in per cent per anu)

1982 1983 1984

I II III IV I II III IV I II III IV

Deposit rates a/

Savirgs deposits 6.65 6.65 6.69 6.71 6.71 6.71 6.85 6.71 6.71 6.71 6.71 6.71
Fixed deposits
Up to 3 months 8.43 8.22 8.29 8.34 8.22 8.18 8.16 8.42 8.24 7.91 7.95 8.23
Up to 6 months 8.46 8.24 8.30 8.41 8.36 8.46 8.59 8.67 8.39 8.25 8.08 8.33
Up to 12 mnths 8.75 8.56 8.54 8.62 8.55 8.66 8.71 8.54 8.67 8.47 8.41 8.44
Over 12 umths 8.95 8.88 8.83 8.90 8.94 8.86 8.90 8.88 8.94 8.75 9.02 8.74

Lekdirg rates a!

Canwrcial bank
prine rate b/ 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00 11.00

Mbrtgages
Residential 13.39 13.38 13.35 13.34 13.22 13.18 13.51 13.29 13.21 13.21 13.05 13.06
Couercial 13.48 13.80 13.81 13.61 13.50 14.00 13.85 13.88 13.56 13.44 13.57 13.44

Consumer loans
Hire-purchase 17.82 18.85 18.86 18.30 18.31 17.94 18.52 18.52 18.52 18.34 18.33 18.33
Other 17.20 17.64 18.37 18.38 18.38 18.09 17.85 17.62 18.02 18.51 18.43 17.38

Other rates in the

Bahas a/

Treasury bill rate 9.12 8.65 8.56 8.83 9.20 9.52 8.80 8.91 8.41 6.89 5.51 6.69
Central Bank re-
discount rate cJ 9.62 9.15 9.06 9.33 9.70 20.02 9.30 9.41 8.41 6.89 5.51 6.69

Bark rate d/ 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00

Ehrodollar rate

3-mxnth deposits 14.98 15.09 12.54 9.90 9.12 9.30 10.04 9.80 10.03 11.35 11.83 9.77

a/ On instruments denminated in Bahamian dollars.
b/ End of period.
c/ The rate at which the Central Bank discounts treasury bills.
d/ The rate which the Central Bani makes advances to the cazmercial banks,

eni of period. Beinning January 1982, a surcharge of 1-2 percentage points is
applicable to frequent or large borrowers.

Sources: Central Bawi of the Bahamas; and International Financial Statistics.
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Table 7.1: BAHAMAS - TCURIST ARRIVALS AND IOtUIST DAYS, 1977-84

(In thousants)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Foreign arrivals 1381.4 1707.0 1789.5 1904.5 1763.4 1947.8 2224.1 2325.2

Air 982.2 1181.6 1252.3 1262.3 1105.6 1121.1 1220.5 1321.3
Sea 399.2 525.4 537.2 642.2 657.8 826.7 1003.6 1003.9

Foreign arrivals by first

port of entry 1381.4 1707.0 1789.5 1904.5 1763.4 1947.8 2224.1 2325.2

New Providence 867.0 1024.8 1060.6 1090.9 989.8 983.3 1284.1 1407.7
Grantd Baham 354.3 469.2 508.2 540.0 484.4 670.6 667.1 626.8
Otber Family Islands 160.1 213.0 220.7 273.6 289.2 293.9 272.9 290.7

Foreign arrivals by type

of visitor 1381.4 1707.0 1789.5 1904.5 1763.4 1947.8 2224.1 2325.2

Stopover & day visitors 965.5 1177.1 1235.4 1295.0 1147.8 1222.0 1364.0 1412.0
Day visitors 74.2 93.9 106.0 113.7 117.2 120.9 124.0 102.0
Stopover visitors 891.3 1083.2 1129.4 1181.3 1030.6 1101.1 1240.0 1310.0
Cruise visitors 352.9 449.6 476.2 577.6 596.9 719.6 854.0 908.0
Transits (includes discrepancy) 63.0 80.3 77.9 31.9 18.7 6.2 6.1 5.2

Nucber of tourist days (thousands) 6630.3 8049.9 8468.5 9157.8 8204.6 8334.1 9130.9 9477.8

Stopover days 6203.2 7506.4 7886.3 8434.5 7471.9 7487.5 8146.8 8462.6
Day visitors 74.2 93.9 106.0 145.7 135.8 127.0 130.1 107.2
Cruise visitors 352.9 449.6 476.2 577.6 596.9 719.6 854.0 908.0

Sources: Ministry of Tourian; and missioa estinates.
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Table 7.2: BAWMAS - GE(XAPC DISRIBUlltN CF TIXRIS2, 1977-84

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Stopover visitors by ccnmtry of

residence (percent) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

UIited States 73.9 75.7 75.4 74.8 76.8 82.7 84.8 86.7
Canada 15.9 13.2 11.9 11.0 10.6 7.5 7.0 6.5
Ehrope 7.2 8.0 9.0 9.7 7.5 5.2 3.6 2.9
of which: Germuy 4.7 5.6 6.1 3.3 2.4 1.2 0.7 ...

United Kingdcn 1.6 1.5 1.7 3.2 2.8 2.0 1.5
Other 3.0 3.1 3.7 4.5 5.1 4.6 4.6 3.9

egth of stay by country of

residence (in nights) a/ 6.46 6.43 7.01 7.14 7.25 6.80 6.37 6.36

United States 5.72 5.67 6.15 6.25 6.34 6.02 5.86 5.86
Caanada 8.07 8.21 8.86 9.35 9.76 10.27 10.19 9.73
ahrope 9.23 9.66 10.90 10.67 11.78 12.28 13.39 12.56
of which: Gerny 8.80 8.76 10.23 11.56 13.00 14.53 15.18 12.63

United Kirgdcm 10.79 13.97 13.97 10.63 11.78 12.79 14.18 14.12
Otber 9.47 9.04 9.10 8.97 9.22 8.83 8.70 8.18

a/ Average lenth of stay for stopover visitors only.

Sources: Ministry of Tburism; and mission estimtes.
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Table 7.3: BAHAMAS - UCRIST EXPENDITURE AND HUIEL CAPACrIY, 1977-84

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Total tourist expenditure a/ 371.2 445.3 505.5 577.7 632.2 654.4 770.3 818.3

(millions of BahS)
Stopover visitors 349.3 417.4 474.6 538.9 592.6 606.3 711.1 755.6
Day visitors 4.3 5.4 6.1 7.0 8.5 8.9 10.1 8.4
Cruise visitors 17.6 22.5 24.8 31.8 31.1 39.2 49.1 54.3

Average tourist expenditure (Bah$)

Daily expexditure per tourist 55.98 55.30 55.76 59.44 72.65 73.71 79.04 80.69
Daily expenditure of stopover
visitors 56.31 55.61 60.18 63.89 79.31 80.97 87.29 89.29

Expuiditure per visit of cruise
visitors 49.87 50.04 52.08 55.06 52.10 54.47 57.49 59.80
expenditure of other visitors ... ... ... 48.04 62.59 70.08 77.63 78.36

Hotel room capacity b/ 11.3 11.0 11.4 11.4 11.9 12.4 13.2 13.5

New Providence 5.3 5.2 5.2 5.3 5.4 6.2 7.1 7.2
Grand Bahacm 3.8 3.8 3.9 3.9 4.2 4.0 3.9 3.9
Other Family Islands 2.2 2.0 2.3 2.2 2.3 2.2 2.2 2.4

Ebtel occupancy rates (x) 60.7 69.3 72.2 69.1 59.8 58.2 63.3 61.6

New Providence 66.6 76.9 83.0 75.4 64.8 60.8 71.9 66.8
Grand Bahame 58.1 65.4 65.5 67.2 58.0 58.8 54.9 58.6
Other Family Islands 37.3 41.6 48.1 49.2 44.9 45.1 42.8 43.3

a/ Official estisates of tourist expenditure for the period before the secnd quarter of 1980
have been adjusted dbwnwerd by 10 percent; begimnirg in the second quarter of 1980 a new exit survey
was introdLred which remwved a bias to the estirate of reveuies arising from an overestin.tion of average spending
in the Family IsLands. A doaA%ird adjustuit of Bah$6.9 million was made in 1981 to correct a saipliig
error in the exit survey affecting the secind quarter estimates.

b/ d of year.

Sources: Ministry of Tourism; asd missiom estimates.
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Table 7.4: BAHAMAS - VAULE CF CXtWRUCTION STARI5 AND COXE1ICNS, 1977-84

(In millions of Bahaian dollars)

Prel.
1977 1978 1979 1980 1981 1982 1983 1984

Construction starts 27.5 42.0 72.3 136.9 125.1 164.0 110.6 128.3

Residential 20.2 28.6 56.3 55.1 49.0 68.8 79.1 84.8
New Providence 19.0 26.8 51.2 49.4 40.4 57.7 61.7 67.3
Grand Baham 1.2 1.8 5.1 5.7 8.6 11.1 17.4 17.5

Commercial and industrial 6.6 12.7 15.3 80.1 71.2 94.1 29.3 37.0
New Providence 4.3 9.0 10.5 37.6 62.9 80.8 17.1 28.8
Grand Bahuam 2.3 3.7 4.8 42.5 8.3 13.3 12.2 8.2
Gbvernment 0.7 0.7 0.7 1.7 4.9 1.1 2.2 6.5
New Providence 0.7 0.7 0.7 1.7 4.5 1.1 2.2 6.5
Grand Baba - - - - 0.4 - - -

Cbnstruction copleticms 23.9 21.1 33.9 38.2 43.8 63.1 185.0 75.7

Resideatial 14.2 16.2 26.9 32.1 33.8 40.1 37.3 57.6
New Providene 13.3 15.6 25.0 28.8 29.7 35.4 31.7 47.8
Grand Baham 0.9 0.6 1.9 3.3 4.1 4.7 5.6 9.8

Commercial and industrial 3.6 4.3 7.0 5.7 9.5 22.4 146.4 17.6
New Providence 2.4 3.5 4.8 3.4 4.9 18.2 138.1 10.3
Grand BehEIB 1.2 0.8 2.2 2.3 4.6 4.2 8.3 7.3

Govenimt 6.1 0.6 0.0 0.4 0.5 0.6 1.3 0.5
New Providence 6.1 0.6 - 0.4 0.5 0.6 0.9 0.5
Grand Babam - - - - - - 0.4 -

Source: Departuent of Statistics.
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Table 8.1: BAHAMAS - RErAIL PRICE DVEX FUR NEW PROVIDENE, a/ 1973-84

(Noveiber-Decedber 1971 - 100)

Clothing Health & Recres- Other
and Trangs- Persowal tion & Goods & All

Period Food Howsing Footwear port Care Reading Services Items

Weight 343 250 101 91 70 44 101 1000

Average

1973 110.8 107.0 113.2 108.2 109.9 111.1 111.3 109.8
1974 131.5 115.5 127.3 123.8 118.3 122.8 123.4 124.2
1975 146.8 123.0 143.1 129.8 130.4 135.6 135.4 137.9
1976 151.1 127.6 152.8 147.2 139.4 144.3 141.0 142.9
1977 153.9 131.8 157.1 157.1 145.0 151.0 146.8 147.4
1978 166.5 135.9 166.9 169.1 153.9 157.1 153.4 156.5
1979 184.6 144.7 187.8 180.2 165.6 170.6 166.4 170.7
1980 212.5 158.4 216.9 201.1 180.9 181.4 178.6 191.3
1981 244.0 171.2 234.6 213.5 200.1 203.4 197.6 212.5
1982 260.5 180.8 252.6 225.9 212.1 209.0 205.9 225.4
1983 264.1 193.9 266.1 241.8 222.1 218.8 214.9 234.6
1984 268.7 203.2 282.0 252.4 237.7 227.3 224.7 243.8

End of period

1973 119.9 110.9 119.0 110.7 113.8 115.0 116.4 115.7
1974 141.9 120.2 133.2 127.8 123.0 132.9 130.5 131.4
1975 148.6 125.0 147.7 142.7 139.2 139.0 137.5 139.9
1976 150.4 130.1 156.3 151.1 140.9 147.5 143.0 144.4
1977 158.3 133.7 159.8 163.2 147.6 152.9 151.0 151.0
1978 171.5 140.1 173.4 170.1 159.9 163.9 156.5 161.0
1979 197.2 149.8 202.6 186.1 171.1 174.9 173.0 179.6
1980 227.5 165.4 227.1 208.6 192.3 186.1 183.0 201.4
1981 255.0 175.4 238.7 217.3 207.4 211.5 202.7 219.5
1982 263.5 184.7 262.6 233.3 217.6 207.3 206.5 229.5
1983 267.2 197.4 272.2 241.8 223.9 219.1 214.7 237.5
1984 272.7 206.3 285.9 257.4 241.8 236.5 234.0 248.4

Source: Department of Statistics.
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Table 9.1 - NATIONAL ACCOUNT PROJECTIONS - BASELINE SCENAIO

('000 B$)

1983 1984 1965 1966 1987 1988 1989 1990 1991 1992 1993 1994 1995

GDP 4market prices) 984.3 1047.5 1061.5 1122.1 1184.4 12213. 5 12179.1 1335.9 1418.3 1484.8 1576.1 1650.1 17217.5
GDP qrowoth 6.4 3.2 3.8 5.5 3. 3 4.5 4.4 6.2 4.7 6.1 4.7 4.7,
GOP devlator 157.9 1621.9 167.8 174.5 184.1 194.2 203.9 213.1 2242.7 232.7 243.2 254,1 265.6
Change inDeilator 3.2 3.0 4.0 5.5 5.5 5.0 4,5 4.5 4.5 4.5 4.5 4.5
GDP ha.p. nosinall 1553.8 1706.3 1814.6 1958.0 21180.4 23776.3i 2608.5 2847.0 3158.6 34155.5 3833.0 4193.5 4587.8
GDP Growth (nominal) 9.8 6.3 7.9 11.4 9.0 9.8 9.1 16.9 9.4 10.9 9.4 9.4

R.esource Bilance 921.9 122.9 1126.5 129.9 1U1.7 134.9 138.31 146.7 158.1 168.2 181.3 192.8 205.1
Exports SNFS 801.9 980.2 908.0 939.4 986.5 1017.5 1060.5 1104,4 1167.0 1218.1 1287,2 1343.8 1403.0
Imports GNFS 709.0 757.3 781.5 810.4 854.8 B882.6 922'.1 957.7 1008.9 1049.9 1105.9 1151.0 1197.9

Gross Investment 2129.6 2214.0 237.1 246.2 260.2 269.1 281.6 2q4944 313.1 328.1 348.8 365.6 3B3.2
Public 64.3 29.5 60.4 62.9 6b.7 o9.2 72.6 76.2 81.3' 85.5 91.3 96.0 201.0
Private 165.3 194.5 176.7 183.3 193).5 199.9 209.0 218.3 2131.7 242.6 257.5 269.6 282.3

Consumption 661.8 700.6 717.9 746.9 7q2.4 819.6 859.2 894.8 947.1 988.5 1046.0 1091.6 1139.2
Public 149.5 157.5 161.5 167.6 176.9 182.7 191.0 199,5 21.8. 221.7 235.4 2146.4 2458.0
Private 512.3 543.1 556.4 579.4 615.5 636.8 668.2 695.2 735.3 766.8 810.b 845.2 681.2

Comestic Savings 32. '46.9 363.6 375.2 392.0 403.9 419.9 441.21 471.2 496.3 530.1 558.5 588.3
Net Factor Income -80.8 -98.0 -97.5 -101.1 -106.8 -110.31 -115.3 -120.4 -1217.8 -1331.8 -142.1 -148.7 -155.7
Met Transfers -6.8 -9.3 -15.5 -16.8 -18.7 -20.3 -22.3 -24.4 -27.0 -219.6 -32.8 -35.9 3'9.3!

National Savings 234.9 239.6 2.50.b 257.3 2166.b 2703.3 282.31 296.4 316.3 3132.9 355.3~ 373.9 3193.4

MiACROECONOMIC INDICATORS

1O uop G reafl
Investeent 231.3 21.4 211.9 211.9 221.0 22.0 22.0 22.0 212.1 212.1 227.1 22.2 212.2
Pubtli e.5 2.8 5.6 5.6 5.6 5.7 5.7- 5.7 5.7 5.8 5.8 5.8 5.3
Private lb.8 18.6 16.3 16.3 16.3 16.3L 16.3 16.3 16.3 16.3 lo.3 16.3 16.3
Lonsumption 672 6. 64 6. 69 6. 72 67.0 66.8 66.b 66.4 66.2 65.9
Public 15.2 15.0 14.9 14.9 14.9 14.9 14.9 14.9 14.9 14.9 14.9 14.9 14.9
Private 512.0 51,8 51.4 51.6 52.0 52.1 52.21 52,0) 51.8 51.6 51,4 51.2 51.0

Domestic Savinqs 32.8 33.1 33.6 3)3.4 33.1 33.0 32.8 331.0 33.2 3.4 331.6 33.B 34.1
National Savings 213. 9 22.9 23.2 22.9 " 22. 5 22.3~ 22. 222 22.3 22.4 22. 5 22.7 212. 8

I GDP up (nominal)
CG Current Revenue 20.2 .20.4 211.2 21.1 21.1 21,3 21.7 12-.0 21.9 21.9 21.8 21.2 211.8
CS Current Expenditure 20.5 20.0 19.9 19.9 19.8 19.8 19.7 19.7 19.7 19.6 19.6 19.'5 19.5
C6 Current Account -0.37 0.3 1.3 1.3 'l.3 1.5 2.0 2.3 2.3) 2.2 21.2 2.3 2.3
PubliE Sector Current 1.5 4.0 4.3 4.2 4.2. 4.3 4.7 4.9 4.9 4.8 4.8 4.8 4.8
Public Sector Overall -4.6 1.2 -1.3 -1.4 -1.5 -1.4 -1.0 -0.8 -0.9 -0.9 -1.0 -1.0 -1.1
Internal Debt 12.3 18.2 19.9 21.7 '221.4 23.2 213.2 121.7 210.1 18.9 17,7 16.9 16.2
Exports 74.2 74.1 73.0 7/4.9 75.7 77.0 78.8 80.9 80.b 80.3 80.0 79.8 79.6
Imports 64.7 62.8 62.0 63.3 63.8 65.24 66.9 68.7 68.5 68.6 68.7 68.9 69.1
Resource Balance 9.5 11.3 11.0 11.6 11.9 11.8 11.8 :2.2 12.0 11.7 11.4 11.0 110.5
80P Current Account 1.0 1.4 1.1 1.7 2.0 1.9 2'.0 2.3 2.2 1.8 1.5 1.1 0.
External Debt 15.3 12.3 10.1 7.6 5.3 3.7 2.3 2.4 2.5 2.6 2.7 2.8 2..

Reserves/Imports tiweeks) 6.4 7.9 7.5 7.1 7.0 7.1 7.3. 8.8 10.2 11.2 11.8 12.1 1.
Debt Service/Exports 3.7 4.4 3.9 4.3 3. 2.9 2. 05 0. 05 0. 05 5
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Table 9.2 - BALANCE OF PAYMENTS PROJECTIONS - BASELINE SCENARIO

('000 B$)

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
Balance of Payments

Exports 1153.5 1264.3 1324.8 1467.0 1649.6 1829.3 2054.2 2302.6 2544.3 2776.3 J067.8 7348.0 3654..
Goods 244.7 298.2 292.4 324.6 366.6 407.1 456.4 515.2 571.5 625.3 693.b 758.8 8T30.
Non Factor Services 908.a 966.1 132.4 1142.4 1283.0 1422.2 1595.8 1787.7 1972.0 2151.0 2374.2 2559.2 2827.'
Isports 1005.3 1072.3 1125.6 1239.6 1391.1 1548.6 1745.8 1955.2 2163.9 2371.6 2632.1 2887.8 31702
Goods 695.0 763.0 783.9 860.3 960.7 10b9.7 1207.1 1349.9 1492.2 1636.8 1817.0 1996.1 2194.!
Non Factor Services 310.3 309.3 341.7 379.3 430.4 478.9 538.7 605.4 671.6 734.8 815.; 891.7 975.t
Resource Balance 148.2 192.0 199.2 227.4 256.5 280.7 308.5 347.6 380.5 404.7 435.7 460.2 483.A
Factor Service Payments 122.8 153.8 163.6 176.5 196.5 214.2 235.1 256.6 284.7 311.5 345.5 378.C 413.f
Interest Public Debt 25.9 26.3 21.3 17.5 13.3 11.6 8.7 5.9 6. 7.9 9.0 10.2 11.6
Other 96.9 127.5 142.3 159.0 183.2 202.6 226.4 250.7 278.0 303.6 336.5 367.2 402.0
Transfers -10.3 -i4.6 -15.5 -16.8 -18.7 -20.3 -22.3 -24.4 -27.0 -29.6 -32.8 -35.i -39.3
Current Account Balance 15.1 23.6 20.1 34.2 43.3 46.2 51.0 6b.6 68.71 3.6 57.4 46.3 31.,0
Net Public Capital 6.2 -27.5 -25.5 -35.5 -32.2 -29.0 -28. 8.3 11.3 11.3 12.3 13. 14.3
Disbursements 23.4 1.7 4.5 10.0 12.0 12.0 12.0 14.0 16.0 16.0 19.0 2.0 22.0
Ammortization 17.2 29.2 30.0 45.5 44.2 41.0 40.1 5.7 4.7 4.7 6.7 6.7 7.7
Private Capital -14.7 -26.9 6.0 6.7 7.5 8.4 9.4 10.6 11.8 .3 14.9 16.6 IB.o
Errors and Omissions 3.5 o9.8 0.0 0.0 0.0 0.0 0.0 0.0 d.d d.O C.u 0.0 0.0

Chanqe in Reserves 10.1 39.0 0.6 5.4 18.6 25.6 32.4 85.5 91.9 88.2 84.6 76.2 b4.0
Net Reserves 123.8 162.7 163.3 168.7 187.3 212.9 245.3 330.8 422.6 510.8 595.4 871.7 735.6
External Debt 237.9 209.3. 183.8 148.3 116.1 87.1 59.0 67.3 78.6 E9.9 Iu2.2 115.5 129.6
Internal Debt 284.1 311.2 360.8 424.3 488.7 550.5 604.6 617.6 633.8 654.6 620.3 7N10.5 745.4
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Table 9.3 - PUBLIC SECTOR OPERATIONS - BASELINE SCENARIO PROJECTIONS

('000 Bs)

1983 1964 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1"5
Central Soverneent =
Current Revenue 314.0 347.3 385.4 413.9 460.8 506.5 567.0 626.7 692,0 755.6 835.9 913.5 996.8

Taxes on Trade 186.5 203.0 225.1 247.9 278.2 309.7 349.2 391.0 432.8 474.3 526.4 577.6 634.1

Tourism Taxes 27.2 30.2 35.9 37.1 39.2 40.4 46.2 48.3 51.4 53.9 57.3 60.0 62.9

Property Taxes 9.0 10.3 14.0 15.7 17.4 19.0 20.9 22.8 25.3 27.6 30.7 33.5 36.7

Other taxes 30.7 30.4 32.3 34.9 38.8 42.3 46.4 50.7 56.2 61.5 68.2 74.6 81.7

Mon Tax Revenue 60.6 73.4 78.0 78.3 87.2 95.1 104.3 113.9 126.3 138.2 153.3 167.7 183.5

Current Expenditure 318.6 342.1 361.1 389.1 432.1 470.1 515.0 561.1 620.9 678.0 750.2 819.1 894.4

Wages and Salaries 166.7 184.3 190.4 205.2 227.8 247.9 271.6 295.8 327.4 357.5 395.6 431.9 471.6

Goods and Services 111.7 114.3 126.3 135.3 154.3 168.4 187.2 207.1 233.4 257.9 289.1 31B.2 349.9

Interest 40.2 43.5 44.4 48.7 50.0 53.8 56.3 58.1 60.1 62.6 65.5 69.0 72.9

Current Account Balance -4.6 5.2 24.3 24.8 28.7 36.3 52.0 65.6 71.1 77.6 85.7 94.4 104.4

Capital Expenditure 19.2 10.4 50.6 54.9 61.4 67.2 74.0 81.2 90.6 99.5 111.0 122.0 134.1

Capital Transfers 3.5 9.5 14.4 10.0 7.0 4.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0

LoanslAdvances 53.9 3.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Overall Balance -81.2 -18.1 -40.7 -40.1 -39.7 -34.B -23.0 -15.5 -19.5 -22.0 -25.3 -27.6 -29.7

Public Corporations
Operating Revenue 205.9 249.6 257.8 272.7 296.8 317.5 341.9 367.1 399.7 430.7 469.4 506.1 545.7

BEC 66.1 75.2 74.1 79.8 88.7 96.5 105.7 115.1 127.4 139.1 153.9 16B.1 IB3.5

BHC 34.8 52.0 56.1 57.4 60.6 62.5 65.3 68.2 72.6 76.0 80.9 84.7 88.7

BTC 47.9 55.5 59.0 63.6 70.6 76.8 84.1 91.7 101.5 110.8 122.6 133.8 146.1

ISC 14.7 15.5 16.6 17.9 19.9 21.6 23.7 25.8 28.5 31.2 34.5 37.7 41.1

BBC 3.9 4.4 5.0 5.4 5.9 6.5 7.0 7.7 8.4 9.3 10.1 11.2 12.2
Bahauasair 38.5 47.0 47.0 48.6 51.2 53.7 56.1 58.6 61.4 64.3 67.4 70.6 73.9

Operating Expenditure 177,5 185.7 204.7 215.7 234.9 252.3 271.9 291.9 317.0 341.3 371.0 399.9 431.2

BEC 53.5 52.5 58.3 62.8 69.8 75.9 83.1 90.6 100.2 109.5 121.1 132.3 144.4

BHC 29.9 34.3 32.5 32.5 34.3 36.2 38.0 39.7 41.5 43.3 45.3 47.3 49.5

BTC 32.0 34.4 46.0 49.6 55.0 59.9 65.6 71.5 79.1 86.4 95.6 104.3 113.9

wSC 12.7 13.1 17.5 14.5 16.2 17.6 19.3 21.0 23.2 25.3 28.0 30.6 33.4

BBC 4.9 4.5 5.1 5.5 b.1 6.6 7.3 7.9 B.8 9.6 10.6 11.6 12.6

Bahaeasair 44.5 46.9 49.3 50.8 53.5 56.1 58.6 61.2 64.2 67.2 70.4 73.8 77.3

Operating Balance 28.4 63.9 53.1 57.0 61.9 65.3 70.0 75.2 82.8 89.4 98.3 106.2 114.6

BEC 12.6 22.7 15.8 17.0 18.9 20.6 22.5 24.6 27.2 29.7 32.B 35.8 39.1

BHC 4.9 17.7 23.6 24.9 26.3 26.3 27.3 28.5 31.1 32.7 35.6 37.4 39.3

BTC 15.9 21.1 13.0 14.0 15.6 16.9 18.5 20.2 22.4 24.4 27.0 29.5 32.2

wSC 2.0 2.4 3.1 3.3 3.7 4.0 4.4 4.8 5,3 5.8 6.4 7.0 7.7

BBC -1.0 -0.1 -0.1 -0.1 -0.2 -0.1 -0.2 -0.2 -0.4 -0.3 -0.5 -0.4 -0.4

Bahaeasair -6.0 0.l -2.3 -2.2 -2.3 -2.4 -2.5 -2.6 -2.8 -2.9 -3.0 -3.2 -3.3

Capital Transfers 57.4 12.9 14.4 10.0 7.0 4.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0

Capita] Expenditure 76.5 38.8 50.9 54.9 61.4 67.2 74.0 81.2 90.6 99.5 111.0 122.0 134.1

Overall Balance 9.3 38.0 16.6 12.1 7.5 2.1 -3.0 -6.0 -7.8 -10.2 -12.7 -15.8 -19.5

Consold. Public Sector
Current 23.8 69.1 77.4 81.8 90.6 101.6 122.0 140.B 153.9 166.9 184.1 200.6 21B.9

Central 6overneent -4.6 5.2 24.3 24.8 28.7 36.3 52.0 65.6 71.1 77.6 85.7 94.4 104.4

Public Corporations 2B.4 63.9 53.1 57.0 61.9 65.3 70.0 75.2 82.8 89.4 98.3 106.2 114.6

Capital Expenditures 95.7 49.2 101.5 109.8 122.9 134.3 148.1 162.3 181.1 199.0 222.1 244.0 268.2

Central Government 19.2 10.4 50.6 54.9 61.4 67.2 74.0 81.2 90.6 99.5 111.0 122.0 134.1

Public Corporations 76.5 38.8 50.9 54.9 61.4 67.2 74.0 81.2 90.6 99.5 111.0 122.0 134.1

Overall Balance -71.9 19.9 -24.1 -28.0 -32.2 -32.7 -26.0 -21.5 -27.3 -32.1 -38.0 -43.5 -49.3

Surplus NIB 28.5 31.6. 22.4 23.6 25.7 27.4 30.2 32.1 35.4 37.5 41.3 43.8 46.4

External Financing 6.2 -27.5 -25.5 -35.5 -32.2 -29.0 -28.1 8.3 11.3 11.3 12.3 13.3 14.i

Domestic Financing 37.2 -24.0 27.2 39.9 3B.7 34.3 23.9 -18.9 -19.4 -16.7 -15.6 -13.b -11.4

Internal Debt 284.1 311.2 360.8 424.3 488.7 550.5 604.6 617.8 633.8 654.6 680.3 710.5 45.4
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Table 9.4 - EXPORT AND IMPORT PROJECTIONS - BASELINE SCENARIO

('000 B$)

Exports (constant) 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
Total Goods 184.6 232.9 240.5 249.5 263.3 272.0 284.4 297.0 315.3 330.1 350.4 366.? 3841.
Tourism 507.8 527.1 546.1 566.7 598.1 617.9 645.9 674.7 716.2 749.8 795.9 833.3 d72.4
Other Services 109.5 120.2 121.4 123.2 125.1 127.6 130.1 132.7 135.4 13B.1 140.9 ;47.7 146.5

Total Exports 801.9 880.2 908.0 939.4 986.5 1017.5 .060.5 1104.4 1167.0 1218.1 1287. 1343.8 1407.0

Export Price Indices
Total Goods 132.5 128.0 121.6 130.1 139.2 149.7 161.2 173.4 181.2 189.4 197.9 20b.8 .16.1

Tourise 151.7 155.3 160.7 172.0 184.0 197.8 213.1 229.3 239.6 250.4 261.6 273.4 285.7
Other Services 126.5 123.0 127.3 136.2 145.8 156.7 168.7 181.6 189.7 198.3 207.2 216.5 226.3

Total Exports 143.9 143.6 145.9 156.2 167.2 179.8 193.7 208.5 218.0 227.9 238.3 249.1 260.4

Exports (nominal)
Total goods 244.7 298.2 292.4 324.6 3ob.6 407.1 458.4 515.2 571.5 625.3 693.b 758.8 830.1
Tourism 770.3 818.3 B77.8 974.6 1100.7 1222.3 137b.2 1546.7 1715.9 1877.2 20&2.3 2278.1 2492.4

Other Services 138.5 147.8 154.6 167.8 182.3 199.9 219.6 241.0 256.9 273.8 291.3 311.1 331.o
Total Exports 1153.5 1264.3 1324.8 1467.0 1649.6 1829.3 2054.2 2302.8 2544.3 2776.3, 3067.8 337,48. 3654.1

Stopover Visitors 1240.i 1310.0 1354,5 1400.6 1476.8 1547.1 1616.5 1689.1 1709.5 1853.7 1941.9 2034.4 21.1.2
Growth in Visitors 5.6 3.4 3.4 5.4 4.8 4.5 4.5 4.8 4.8 4.8 4.8 4.B

Cruise Visitors 984.1 1015.2 1086.3 1162.3 1237.9 12%i.8 13662.0 1417.6 1475.4 1535.6 1598.3 1o63.5 1731.4

Stopover nights 8146.6 8462.6 8736.8 9033.8 9525.3 9824.0 10264.9 10725.6 11413.0 11956.3 12719.6 13325.1 13959.,

Stopover Expenditure 458.7 476.5 492.0 508.7 53b.4 553.2 578.0 604.0 o42.7 673.3 716.2 750. 786.1

Cruise Expenditure 49.1 50.6 54.2 58.0 6;.7 64.7 67.; 70.7 73.6 76.6 79.7 83.0 96.7

Averaqe iengtn stay 6.6 6.5 6.5 6. .5 6.4 6.4 6.4 6.5 o.5 t.- 6.6 6.6

Imports (constantl
Goods 413.8 450.7 465.3 482.6 509.6 526.4 550.3 563.9 598.0u 620.5 651.0 675.4 7NCE

Oii 49.9 55.0 56.4 58.1 60.7 62.3 4.b 66. 70.2 72.8 7h.4 79.2 ;i;

Total Herchandise 463.- 505.7 521.7 540.9 570.3 588.7 614.9 o-6.8 o68.2 b93.3 727.4 754.7 783,.
Non Factor Serv. 245.3 251.6 259.5 269.! 284.5 29.s 307.2 37 356.6 .77E.o b %.3 I .4 I

Total Imports 709.0 757.3 781.5 810.4 854.8 882.6 922. 957.7 10CB.9 1049.9 115-. il51.0 11,.9

Import Price Indices

Goods 140.7 142.4 141.7 151.6 162.2 174.4 187.8 202.1 211.2 220.7 230.b6 _4 251.S
Oil 226.3 2.20.7 22.0.7 220,7 220.7 243.4 .68.5 2%9.2 326.7 367.4 413.2 4b4.7 522.7
Total Mercnandise 149.9 150q 150. 159.f ;68.- 181.7 t9b.3 2 .0 22-.3 236.1 24q.8 264.5 ' 8(.-

Non Factor Serv. 126.5 122.9 131.5 140.7 151.3 163.0 175.3 18.7 197.2 20b.0 215.3 225.0 235.~
Total Imports 141.8 141.6 144.0 153.0 162.7 175.5 189.3. 204,2 214.5 225.9 238.C 250.9 264.6

Imports (current)

Goods 582.1 641.6 659.4 732.0 826.7 918.1 1073.7 151.8 i263.0 1369.4 1501.4 1b27.8 17b5.0
Oil 112.9 121.4 124.5 128.3 134.0 151.7 173.4 198.0 229.2 267.5 315.6 368.3 42S.8

Total Merchandise 695.0 763.0 783.9 860.3 960.7 1069.7 1207.1 1349.9 492.2 1636.8 1817.0 1996.1 2:94.7
Non Factor Serv. 310.3 309.3 341.7 379.3 430.4 478.9 538.7 b05.4 671.b, ,34.8 815.1 891.7 S75.5

Total Imports 1005.3 1072.3 1125.6 1239.6 1391.1 1548.6 1745.8 1955.2 2163.9 2371.6 2632.1 :887.8 317,.





IBRD 19770

840 7' 76
GRAND BAHAMA ISLAND

\Wallrs Coya Nort

GRAND BAHAMA 1. Big P022 ,

- 6A0twh =-)Ho ut fRE \EP EPORi Lur;yb our

GREAT ____1___ ______ 40

U.S.A.
Gor t.Cue A 74 A At r I C

- 46. 26- -Merio; BAHAMAS

Ofx_rv Cj4Aj OCEAN

SERRYIcSt SpanUMA RI
t,l the Curve Atant c EIENAC

SLEUT$ERA .CLMI

NEW PlVIDENiCE 1. NewPetsmou1)
ISe. nfi .CA*TorO C e o j

.>- ; :- X; ~ANDROS i . TMB xsg ,
$ <\ 0 ; Jp~~~~~~~~mrosow 

"ow 0 c3 eei$e-oeo$AS SaLVDR<Norow4ft Coy

^~ ~~~~~~~~ADO ^. The . ¢

..... un *SAN SALVADOR . 24'

CGREAT Burro Rum Coy

R i-t o d i 'E * kU I .

Cae~Town 

N4W PROVIDENCE ISLAND
%5F~ t Town

- - -1 rSoulth PtC CROOKED f.

60mhte Pt~~ A ~ddoila, rate WeB
Old fo ACKLICNS MAYAGUANA I.

22-~~~~~~~~~~~~~~~~~~~~~2leas ento 22* A3I,2

-:chel 40 0 120 160
25

KII.OMETERS

Coarl NRbOu MBo0 20 40 60 so to0

' 0 2 4 , a;Mt GREATA 94UA9f. 

CUBA MottIhewTow
Miftts 7-i <L7

BAHAMAS

- MAIN ROADS

* INTERNATIONAL AIRPORTS

- MAJOR AIRFIELDS

f MINOR AIRFIELDS

JUNE 1886







The World Bank

Headquarters European Office Tokyo Office
1818 H Street, N.W. 66, avenue d'lena Kokusai Building
Washington, D.C. 20433, U.S.A. 75116 Paris, France 1-1 Marunouchi 3-chome
Telephone: (202) 477-1234 Telephone: (1) Chiyoda-ku, Tokyo 100, Japan
Telex: WUI 64145 WORLDBANK 47.23.54.21 Telephone: (03) 214-5001

RCA 248423 WORLDBK Telex: 842-620628 Telex: 781-26838
Cable Address: INTBAFRAD

WASHINGTONDC

ISSN 0253-2123/ISBN 0-8213-0785-1


