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Prime Minister Bernard St. John
last night delivered his first Budget
and during his presentation
outlined measures aimed at
generating employment with
special emphasis on stimulating
the housing sector and boasting
exports on the extra-regional
markets.
Following is the full text of Mr.
St. John's Financial Statement and
Budgetary Prosposals.
"Mr. Speaker,
"The Financial Statement and
Budgetary Proposals are being submitted
to parliament somewhat later than usual.
The normal schedule was disrupted by the
tragic and untimely death of my
predecessor in office.
"His presence will be missed because of
his outstanding contributions to the annual budget debate. He was, as you know
Sir, keienly aware of the importance of the
budget, both as the principal instrument
of fiscal policy, and a medium for
enlightening the public on economic
developments at home and abroad.
"It was in this spirit of public
enlightenment, Sir, that on the 23rd April,
1985, I laid the Economic Report and
Central Bank Report for 1984 before
Parliament; thus giving Members more
than ample opportunity to familiarise
themselves with the state of the economy.
I am therefore confident that our debate
will be free from any recriminations about
the availability of economic data, and that
we will focus our attention, as we properly
should, on policies to keep Barbados on
the move.
INTERNATIONAL
ECONOMIC
DEVELOPMENTS
"Mr. Speaker, we have, in recent times,
followed the convention of presenting the
budgetary proposals against the
background of a review of economic
developments in Barbados and the wider
world. In so doing, we can more clearly
define the real options which concern us,
as well as better understand the context
within which our public policy is to take
effect.
"In retrospect, 1984 was a year of mixed
fortunes for the international economy.
On the positive side, the world economy,
spurred on by the strength of the U.S.
economy, continued the recovery which
began in 1983. The level of production
expanded in all the major developed

countries, with increases in real output of
over 5 per cent being recorded in the USA
and Japan. The
expansion of the
European economies was more modest,
as tight monetary and fiscal policies and
industrial unrest slowed growth to approximately 2.5 per cent.
"Among the developing countries, an
interesting pattern of growth was
exhibited. The export-oriented countries
which have fairly modest external debt
portfolios, took full advantage of the
market recovery in the industrial world,
and grew on average by 4.5 per cent. By
contrast, those countries, particularly in
Latin America which carry a heavy debt
burden and continue to practice import
substitution experienced only a 2 per cent
growth rate.

Ease in inflation
"Another very interesting sign during
1984 was the moderation of inflation in
nearly all of the OECD countries and in
many of the developing nations. In almost
all of the OECD countries inflation
remained in single digits, continuing the
slow down of 1983. This general ease in
inflationary pressure appeared to have
been, in some measure, a response to the
softening of oil prices in recent years. It
has been observed for example that two
very active components in the moderation
of inflation in the U.S.A. were the continued strength of the U.S. dollar and the
fall in spot price of crude oil to a five-year
low. In the U.S.A. the rate of inflation was
4.2 per cent and in Britain the rate was 5.0
per cent. In Canada, West Germany and
Italy the rates were also lower in 1984.
"Beyond these two features, Sir, there
were hardly any other developments in
the international economic environment
which can be said to have been to the
advantage of countries such as Barbados.
In particular, the strength of the U.S.A.
economy turned out to have been achieved
at considerable cost. The 6.8 per cent rate
of growth experienced in that country was
based, to a large extent, on its fiscal
deficit of US$180 billion. The demand for
funds to meet this deficit kept interest
rates high and attracted a large inflow of
foreign funds to the U.S.A. The latter
development served to strengthen the US
dollar against all major currencies, so
much so, that by the end of the year,
sterling had reached a record low of US
dollar 1.15. This combination of relatively
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high interest rates and unstable exchange
rates was, in consequence, a source of
major disturbance for economies such as
ourselves which depend heavily upon
trade and capital inflow for growth and
development.
"The recovery of the international
economy was not accompanied by any
appreciable improvement in commodity
prices. Indeed, the price of sugar on the
New York market fell by 35 per cent
during the year and reached a low of US 4
cents per pound in September.
"Producers in Caribbean countries
could equally take no comfort from the
slump in the price of bauxite and
bananas; a factor which has so affected
the balance of payment of the countries
concerned as to narrow the scope for
increased intra-regional trade.
"Mr. Speaker, a perspective of the
course of international economic events
would not be complete without reference
to its most distressing trend; the growth of
world-wide unemployment. By the end of
the year, 30 million Europeans could not
find jobs. The rate of unemployment
reached 15 per cent in Belgium, 11 per
cent in France, 13.3 per cent in Italy and
12.9 per cent in Britain. Despite the strong
growth performance of the North
American economies, the level of
unemployment remained high, accounting for U.3 per cent of the labour
force in Canada and 7.6 per cent in the
U.S.A.

unemployment crises which have become
so very much a feature of their performance in recent years.
"In regard"to sectoral activity, "there
was some evidence of a stimulation in
activity in selected areas such as tourism,
but commodity production remained
under great pressure in most countries.
Specifically, the sugar industry in most
Caribbean countries was, at the end of the
year, poised on the brink of collapse.
"The difficulties faced by regional
economies expressed itself in the fact that
whereas export production generally
increased in volume terms, such increases occurred at a time of falling
commodity prices for items such as sugar,
bauxite, and oil. Moreover, the growth of
tourist arrivals in most countries did not
lead to a commensurate growth in tourism
expenditure. As such the persistence of
balance of payment disequilibria
manifested in debt service and reserve
management problems was very much
the norm. To illustrate, the net foreign
exchange reserves of Trinidad and
Tobago fell by US$893.8 in 1984 and
reached their lowest level since 1978. Both
the Guyana and Jamaican authorities had
to reschedule their debt payments during
the course of the year.
"In the face of such enormous difficulties, some regional countries resorted
to expedients which worsened the climate
for improved intra-regional trade. The
Guyana dollar was devalued several
times during the year and by December
one US dollar could purchase G$4.25 as
compared to G$3.00 in January. The exchange rate for Jamaican dollars was set
by auction; and under this arrangement,
it depreciated throughout the year,
moving from J$3.12 per US dollar in
January to J$4.95 in December to the US$.
The use of import licences and quotas to
protect the Balance of Payments was
widely used as well by our major trading
partners in the region.
"In July 1984, the Heads of Government
of the Caribbean Community approved
the Nassau declaration which provides an
agreed framework to implement a
coordinated programme of structural
adjustment for their respective
economies. In addition, a package of
measures designed to stimulate regional
production and encourage more
liberalised trade flows was unanimously
adopted. In October, 1984, Barbados
became the first country to fully implement the package. Regrettably,
progress has been slow in the implementation in other Caricom countries.
"Mr. Speaker, I take no comfort from
the disclosure that the economic prospects
of the regional economies remain sombre.
The balance of payments problems which
these countries face are quite deep-rooted.

Bleak statistics
"Mr. Speaker, we would at our peril,
seek to understate the significance of!
these bleak statistics. Unemployment is a
worldwide problem. Much as we deplore
its incidence, we cannot escape the
realisation that it will not lend itself to
easy and swift solutions. Indeed the year
1984 has shown that time honoured
solutions such as high rates of growth and
large public sector deficits are no longer
the answers they formerly were. We must
understand that much of the problem has
stemmed from the pace and direction of
technological change and the structural
adjustments, which in turn have wrought
havoc in economies across the world.
Some countries have begun to make
compensathrg adjustment's-' to- accommodate and to control the structural
change which is taking place in their
economies. It behoves us in the Caribbean
to do likewise.
,.„.„„
REGIONAL ECONOMIC DEVELOPMENTS
. t
"Regional economies continued to
experience very pronounced economic
difficulties during 1984. There was a mild
improvement in output in most countries,
but this was not translated into any relief
from the balance of payments and
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This provides a most uncomfortable
environment within which intra-regional
trade will be conducted. We can only hope
that the severity of domestic problems
will not so distract our neighbours as to
draw their attention entirely away from
the benefits to be realised from a joint
approach to what is in the final analysis a
joint Caribbean problem.
' "It is against this backgrouri<TThat I
Will now draw attention to the state bf our
public finances, and the performance and
prospects of our national economy.
FINANCIAL REVIEW
"I turn now Mr. Speaker, to a general
review of the domestic finances for the
financial year ending 31st March, 1985.
"The current revenue for the year was
originally estimated at 1596.3 million.
During the month of April a number of
measures were introduced with the intention of making a net contribution of
approximately $15.0 million to the
revenue. However, the severe economic
recession which the country experienced
and from which it is now gradually
recovering as well as the strength of the
US dollar, naturally had a detrimental
effect on the revenue performance. As a
result, it was necessary during the month
of October, to take further steps to bolster
the revenue and additional proposals were
introduced to increase revenue by a net
amount of $9.0 million.
"However, even though the various
budgetary measures had some success,
current revenue did not reach the anticipated target. Provisional data show
that actual collections at 31st March were
$572.9 million. This represents an Increase
of $31.2 million or 3.8 per cent more than
revenue for the fiscal year 1983—64. Mr.
Speaker, it is perhaps useful for us to note
that the revenue for the financial year
1984-85 included that portion of the
Health Levy which was collected between
the 1st April and 11th February when the
■National Health Service Board Act was
proclaimed. Under the terms of the
National Health Service Act, a separate '
fund has been established and as from the
date of proclamation of the above Act the
receipts can no longer be paid into the
Consolidated Fund.

"Instead, Mr. Speaker, our economy is
very highly monetized for a developing
economy. Also, although there is still
much more room for Improvement In our
tax administration our collection system
is reasonably efficient. Furthermore,
particularly between 1975 and 1985, inspite
of our difficulties, the Gross Domestic
Product of our country has Increased
dramatically. Indeed, per capita income
•« ja in 1976 $3,042 reached $$8,218 in 1964
4 is a combination of these factors
which is responsible for the extent of our
tax effort over the yean. In the Financial
Year 1974—75 the ratio of revenue to Gross
Domestic Product was 23.4 per cent, and
in 1983-84 it had risen to only 25.6 per
cent Thta small increase which still
placed us lower than Jamaica which in
1963-64 had a tax effort of 26.6 per cent,
Trinidad and Tobago'where there were
31.7 per cent and Guyana with one as high
as 40.5 per cent, to mention three of the
more developed countries in the Carlcom
region, did not come about by accident but
by a deliberate policy by this Government
to relieve the burden of taxation inspite of
increased prosperity.
"During fiscal year 1984—85 Central
Government's revenue was $572.9 million
and with Gross Domestic Product at $2,303
billion, the ratio of revenue to GDP has
actually declined to 24.9 per cent and even
if all of the other levies are included, the
ratio is still only 29.7 per cent. Clearly, Mr.
Speaker, our situation, is not yet at the
stage where we can truthfully state that
we are overtaxed and although it is part of
our philosophy to give relief whenever
possible, I must remind all concerned that
it is impossible for any Government to
provide the numerous services which the
people require without some form of
taxation, however small.
EXPENDITURE
"Current expenditure for the fiscal year
1984—85 was estimated at $567.4 million.
During the year, supplementary
provisions were approved for $43.6
million, making a total of $611.0 million.
"Throughout the year, various steps
were taken to restrain expenditure inspite
of the fact that a large portion of the increased expenditure resulted from the
wages settlement for the Public Servants.
Provisional information at 3lst March
indicates that current expenditure was
$585 million. This represents an Increase
of $66.2 million or 12.8 per cent. As a result
of the significant increase in current
Expenditure and the very modest growth
in revenue, the current account deficit Is
estimated at $12.1 million. When the
Capital Estimates were presented to
Parliament last j«ar, expenditure was

taxation rate
"Mr. Speaker, there are some among
us who persist in misleading the members
of the public by telling them that we are
the most heavily taxed country in the
region. It is true that our tax effort is a
reasonable one when compared with other
countries in the region and those in the
developed world but that is not
necessarily so because of high rates of
taxation.
'
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is anticipated that the Consolidated Fund
will be re-imbursed to the tune of approximately $15.7 million out of the Health
Levy Fund.
"Finally, the salaries of the staff of the
Ministry of Transport and Works are met
from the Consolidated Fund, but when
these officers work on projects which are
financed out of the Transport Levy Fund,
no re-imbursement is presently made to
the Consolidated Fund. This can be
contrasted with a situation where private
and professional services are hired to
design or execute projects to be financed
by the Transport Levy Funds. In such
cases, their fees and charges are paid out
of the Transport Levy. From this financial
year, that practise must cease and the
Treasury must be paid the appropriate
amount for the time spent on projects
implemented by the Ministry which are
financed through the Transport Levy
Fund.
"The additional revenue which will
result from the improvements and at the
re-imbursements from the Health and
Transport Levy Funds will significantly
narrow the current account deficit. But
before we leave this topic of improvement
in the Public Sector Mr. Speaker, I wish to
address my attention to the Statutory
Boards and wholly owned Government
companies, particularly those carrying on
commercial operations.

estimated at $189.7 million. During the
year, supplementary provisions of $23.9
million were approved, making a total of
$213.6 million for capital expenditure.
"Provisional figures indicate that the
year's expenditure, including net lending
was $147.6 million. As a result, the overall
deficit was $159.7 million or 6.9 per cent of
the Gross Domestic Product.
PUBLIC DEBT
"Mr. Speaker, the Government is as
concerned as anyone in this Chamber
about the Public Debt. The Government
has emphasised that it only borrows either
locally or on the foreign market to finance
projects which are designed to improve
the productive capacity of the economy,
thereby increasing employment opportunities, expanding the economic base
and guaranteeing the country's ability to
repay the debt. It is a fact that the Public
Debt has grown over the years but so have
the Gross Domestic Product, the earnings
from domestic exports, including receipts
from services, and consequently, our
ability to service the debt.
"At 31st March, 1985 Mr. Speaker, the
Public Debt was $882 million of which the
sum of $504.9 million was borrowed locally
and $377.1 million from external sources.
As I indicated earlier, the Capital
Expenditure was $147.6 billion, the Gross
Domestic Product was $2,303 billion and
the Debt Service ratio was 2.9 per cent,
which is very modest by an international
standards.
■ ■ , '
PROSPECTS AN« POLICY
"I turn now Mr. Speaker, to the
prospects for the fiscal year 1985-86. In
the recently approved Estimates, revenue
was estimated at $625.4 million and
current expenditure at $646.6 million
making a current account deficit öf approximately $21.2 million. Steps will be
taken during the current year to close the
gap. The Inland Revenue, Customs and'
Land Tax departments have been
examined and measures have been implemented to further improve their efficiency. This should lead to a reduction in
the arrears due to these departments, and
it is expected that an additional sum of
$16.0 million will be collected through the
various improvements which have been
introduced.
"Secondly, Mr. Speaker, at present, the
expenses of the Drug Service are met
entirely from the Consolidated Fund.
However, with the implementation of the
National Health Service, those expenses
will be met by the National Health Board
which will re-imburse the Consolidated
Fund. Further, equipment and a number
of services which are now being provided
from the Consolidated Fund, but which
properly relate to the National Health
Service will have to be paid for by the
Board. As a consequence, Mr. Speaker, it

Good service
"As a matter of policy, all those
engaged in these institutions are expected
from now on to ensure that their
operations are efficient. Those that are
engaged in commercial activities must
strive at all times to provide good quality
service to the public, while at the same
time ensuring that they at least cover
their costs. It is important that this
message is understood, because unless the
Ministry of Finance is satisfied that this
message is taken seriously, the Treasury
will not continue to underwrite their
inefficiency by providing for their losses.
"For the other Boards which are not
involved in commercial ventures, it is
expected that they too will contain their
costs. In order to ensure that the Statutory
Corporations perform in a manner which
is in keeping with the above views, the
Parliamentary Secretary in the Ministry
of Finance and Planning will be charged
with the special responsibility of

monitoring the performance
of State Enterprises. In
addition, the Management
Services Unit of this Ministry is being strengthened so
that it can continually examine the operations of all
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of the Statutory Boards, whether commercial or otherwise,
but in particular those for
whom the Government has guaranteed loans.
"These Boards, as well as the companies wholly owned by the Public Sector
to which I referred earlier, will be expected to submit information on their
operations on a regular and timely basis.
"The Capital Estimates were approved
at $183.3 million, which, when added to the
current account deficit, give an overall
deficit of $204.5 million. However, Mr.
Speaker, past experience suggests to us,
that we are unlikely to spend more than
$150 million. This being the case, we
would then be faced with an overall deficit
of $171.2 million, but in view of the
measures which I have outlined so far and
those which are to come, I do not consider
that there will be any problem at all in
financing the Public Sector deficit investment.
"Since 1981, the main concern of our
public policy has been to give some
measure of stability to the economy In the
face of turbulent conditions in the world at
large. The severe international recession
during the period, and the acute problems
faced by our partners In Carlcom, reduced
the growth prospects of our economy and
led to a slow down in our foreign exchange
earnings.

reduce public spending on critical social
areas such as education, health and
welfare. Rather, the adjustment that was
made, was effected largely by a reduction
and re-ordering of our expenditure on
capital projects.
The aim of the exercise was to ensure
that we survive the recession with a.sound
foreign reserve position, a stable financial
position, a tolerable level of debt and with
the productive capacity of the economy so
intact as to enable it to take any advantage of improved conditions for
economic growth.

"Quite naturally, Barbados,
like the rest of the world,
could not endure a recession
without experiencing some
difficulties and making some
sacrifice. However, it is my
belief that the difficulties
experienced, and the sacrifices
made, were well worth the effort
of ensuring that we keep Barbados stable at a time when even
better endowed economies have
tottered on the brink of collapse."
"Our policies have worked. After two
years of decline in 1981 and 1982, the
economy was brought into balance in 1983
and growth resumed in 1984. The 2.9 per
cent rate of growth which was recorded
last year, was, of course, not large enough
to wipe out the declines of earlier years.
Whilst we make no claims to a full or
broad-based recovery of the Barbados
economy, our adjustment to the changed
circumstances within which the economy
now operates has started and we must
translate these recent gains into lasting
benefits by a judicious and carefully
balanced choice of policies.
"1 am fortified -in this view, Mr.
Speaker, when account is taken of other
indices of our economic performance.
Growth, in 1984 was induced by a
relatively strong showing in our main
export sector, tourism. This is not only
welcomed from a narrow foreign' exchange point of view, it also strongly indicates that significant dividends can still
accrue to the economy once we show the
resolve to make such adjustments as are
necessary to cope with market and other
variations.
"In addition, sugar production increased by 18 per cent and the non-sugar
sector held its own despite the heavy rains
late in the year. Indeed all sectors ot
the economy, with the exception of
manufacturing showed signs of im-

"In recognition of these developments,
measures were instituted to protect the
balance of payments and to limit the
adverse effects of recession on the Barbados economy. In particular, we felt it
necessary to restrain domestic expenditure in so far as a substantial portion
of such spending goes towards the purchase of imports.
"On the public account, we were concerned to stimulate the economy by a
modest employment generating capital
works programme. However, we were
ever conscious of the need to avoid
massive foreign borrowing on commercial terms, or excessive use of local
bank credit, to the detriment of the
private sector
"As such, we opted to pursue a policy of
fiscal restraint; the central features of
which were the careful control of the
growth of public sector operating expenses and the paring down of our capital
programme to those projects which are of
strategic importance to the long term
viability of the economy. I must however
stress that amidst this fiscal restraint, our
commitment to maintaining a satisfactory quality of life in this country did not
waiver. Despite the recession, we did not
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provement in 1984, and within the
manufacturing sector, the electronic
industry and others which trade outside
Caricom remained vibrant.
"This encouraging production pattern
was mirrored somewhat, in the main
financial indices of the economy. Our
external position, as measured by the
change in reserves and our debt service
ratios provided no cause for alarm. The
balance of payments recorded a deficit of
$1 million, but this was covered by official
financing of $12 million; an amount which
was substantially less than the $48 million
and $29 million of 1982 and 1983 respectively. Debt service payments on the
public account remained low at 2.9 per
cent of export receipts, and even after
account is taken of the repayment of
public guaranteed and private external
debt, it takes no more than 10 cents in each
dollar of foreign exchange earned to
honour our international obligations.
"By containing the fiscal deficit at $100
'million, or just under 5 per cent of GDP,
the largest proportion of which was
financed from domestic sources, room
was left for private sector financing of
expansion. In addition, Mr. Speaker,
interest rates eased during the year, and
deposits in the banking system grew to the
point where excess liquidity emerged at
the end of the year and continues. Another
very heartening development was the
renewed strength in the mortgage
market, where loans by all financial institutions are estimated to have increased
by 10 per cent in 1984.

must recognise that as a nation which
depends upon trade for the maintenance
and increase in employment, we will
jeopardise our prospects for employment
generation as long as we allow our costs to
rise at a faster rate than those of the
countries to whom we sell. This consideration is all the more compelling since
' we remain committed to a fixed exchange
rate regime in an age when some of our
main .trading partners have shown
themselves to be willing to undertake
exchange rate adjustments to protect
their trade and employment positions.
"In addition to the rate of unemployment, another major concern was the
relatively weak financial position of some
sectors of the business community. Again,
it is inevitable that economic recession
will weaken the financial viability of
producing enterprises, particularly in
circumstances where such enterprises are
slow in effecting productivity, costs and
market adjustments. From the public
standpoint, the Government has endeavoured to shore up the viability of
some of our sectors through bond
guarantees, the provision of • special
discount facilities at the Central Bank,
arrangements by the Barbados
Development Bank for debt re-scheduling,
the easing of interest rates and tax concessions to the hotel industry to undertake
refurbishing. We however, also expect
that the private sector as well as the
Leaders of Labour will recognise the
significance of the changed ciri cumstances within which we how operate,
'and deal frontally with the challenge of
i market diversification, increased
productivity, improved "management and
'the need to be competitive.
>' "On balance, Mr. Speaker, it can be
f truly said that despite the turbulence of
''recent' years, the prospects of Barbados
■ are encouraging. There has been a
resumption of economic growth. Our debt
L position is manageable, and we continue
1 to pay our way in the world. In recent
{months, our reserves have increased;
I driven on by the renewed force of the
: tourism sector. The cost of living is under
! control, and the state of public finances is
; in relatively good order. The substantial
1
investment we have made in our social
' and economic infrastructure, particularly
in recent years, can now secure for us a
; higher quality of Jife.

Low increase rate
■ §f An equally encouraging development
, «W^theVery1öw'rate;0fInflation recorded
during the year (4.6 per cent). Indeed, this
was the lowest rate of increase in the cost
of living in seventeen years. This happy
turn of events has been carried over into
1985, as the consumer price index
recorded a moderate increase in January,
and actually fell in February and in
March.
"There were, of course, some
significant negatives on the balance sheet.
By far the most significant of these was
the increase in the rate of unemployment,
which rose from 15.6 per cent to 18.3 per
cent of the labour force. As the Economic
Review shows this is a world wide
problem, namely the co-existence of
growth in the economy and growth in
unemployment. It must be stressed that
an important dimension of this problem is
the considerable difficulties experienced
by the manufacturing industry in maintaining sales to Caricom countries and the
structural changes that are taking place
in the manufacturing sector not only in
Barbados but worldwide. Above all, we

Major challenge
[ "The broad and major challenge that
^confronts us is that of accelerating the
[structural adjustments which have
started to take effect in bur productive
Sectors so as to safeguard and enhance
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our international competitiveness in the
search of new employment opportunities.
By the same token, we have to make the
move towards the more effective
management and utilisation of our
domestic resources, so as to improve the
viability of our productive enterprises
with the ultimate aim of making them
worthy partners in our national
development.
"These, Mr. Speaker, are the broad
objectives that guide the construction of
our budgetary policy. In more specific
terms, this budget will be an employment
generating budget. In respect of the public
sector side of things, Government will
lend its activities to the stimulation of new
employment opportunities subject only to
the limitation that in all our doings we will
not make unreasonable encroachments on
the private sector's access to financing,
nor put the country in an unsustainable
external debt position. By way of
priorities, we will seek to stimulate employment by creating an environment
conducive to stronger export-led growth,
and one in which domestic savings can be
expanded to finance renewed investment.
"Some aspects of this policy have
already been laid out in our statement of
public expenditure for the fiscal year. We
are determined to increase public investments in housing for a number of
reasons. In the first case, there is
evidence of some excess capacity in this
sector which can be brought into
productive use in a job-related way.
Secondly, the construction of the cement
plant has now put us in a position to
contemplate a strong housing programme
without fear of adverse balance of
payments consequences. Above all, no
} Other 'sector offers the range and comj position of employment opportunity as
does the housing sector.
We are equally determined to support
job-related investments in road construction, the building of fishing harbours
and urban upgrading schemes. The first
two are critical to us not only on account of
the jobs they will bring immediately, but
more especially so because of the avenues
they will open for productive investment
into the future. The latter will encompass
the development of the Carlisle Bay area
and general waterfront of Bridgetown, to
make this country more attractive as the
leading service economy in the Caribbean.

enterprises and to support market
diversification, particularly in extraregional areas.
"1 however feel compelled to deal in
some detail with the key role we will attach to extra-regional market diversification in our employment strategy.
"Barbados is a small economy, and
except for a few areas, any major area of
economic activity must depend on access
to foreign markets for its survival. This is
true of sugar and non-sugar agricultural
activity. It is true in the case of tourism
and equally true in the case of
manufacturing. It follows that our skill in
securing access to foreign markets hold
the key to the protection and expansion of
employment in this country.
"In the latter half of the 1970's a part of
our manufacturing sector found it possible
to flourish because of the opportunities
existing for increased trade in the
Caricom region. This development was
made possible partly through the general
tariff arrangements of Caricom, the
prosperity enjoyed by the leading
Caricom country, Trinidad and Tobago,
and the existence of a multilateral system
for the settlement of trade accounts in the
region.
"But times have now changed. Regional
protection has now given way to insular
protection, as some countries have used
devaluation, licensing systems and other
such devices to cope with their domestic
problems. The Trinidad economy, which
was at the centre of growth in regional
trade can no longer be reasonably expected to shoulder that role in view of its
own difficulties. And the insolvency of
some of our partners in the region has
ruled out the Multilateral Clearing
Facility as a device which can now
finance the growth of trade.
"Without in any way reducing our
commitment to Caricom it is perfectly
clear to us that we must seek markets in
the wider world if we are to maintain
industrial activity and employment. We
do not, by any means, understate the
difficulties that will be experienced in
• making the transition from one market
situation to another. Incentives will have
to be provided to support market
promotion and development; and these
will be given.
"Training and manpower development
schemes at the factory and the institutional level will have to be put in place
to enable us to come to grips with the
exacting quality requirements of suchv
new markets. These will be done. Our
private sector will have to gear itself to
make the transition from the shelter of a
lightly protected domestic and regional
market to one characterised by fierce
competition. Already, there is much

Private sector
"We however expect that the lead in
employment generation should come from
the private sector, and I shall outline the
fiscal measures to be instituted to
generate savings, to improve manpower
• development, to enhance the viability of
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evidence of a resolve to make that step.
Whatever the sacrifice, the transition has
to be made.
"In all this; one of the key ingredients
for success will be the relationship we
establish between our productivity and
costs, while attempting to expand trade in
a fixed exchange rate regime. We Will
find it difficult to secure new export
oriented investments, to hold our existing
position in foreign markets or penetrate
new ones if we allow our costs of
production to rise at levels which are
entirely out of line with international
norms. It is very true that in most cases,
the largest proportion of cost is payroll
charges. To remain competitive therefore
We must carefully control the impact of
non-wage payroll charges and utilities.
But we cannot ignore the fact that we will
also undermine the external viability of
our economy by allowing our wage costs
to increase at a faster rate than those of
our main trading partners, particularly in
the context of a situation where the ex^
change rate at which we trade is fixed
while theirs is constantly being reduced.

economy must act in concert to ensure
that we protect and create jobs on the
strength of our competitiveness and ensure that such competitiveness is securely
rooted in high productivity and reasonable
costs.
■■■'•'-'
BUDGETARY PROPOSALS

Productivity

'<\ "It is hearttjning to note the role played
•by private ind viduals in this performance
äs evidenced I y the fact that their savings
increased by 197 per cent or $370 million
over this perixl.
.
"This grov th in savings no doubt
demonstrates the massive response of our
citizens to the wide ranging measures we
have instituUd in this area over time.
These nieasur es were spelled out in detail
last year and t tierefore there is no need for
me to reiterate them. However, we
recognise thai there is still a long way to
go in instilling the savings ethic in our
people, for th< ugh wages rose on average
in 1984 by 11.3 per cent, savings and time
deposits increased by only 7.7 per cent.
"ThereforeJthere is still much scope for
increased savings on the part of individuals and I propose to introduce
further measures to encourage a greater
■ effort. ■-■{ ''■
SAVINGS WITH CREDIT UNIONS
"Mr. Speaker, as a confirmed believer
and supporter [of Credit Unions, I am more
than pleased by the tremendous growth
that has been taking place in this area of
savings within recent years. This
Government is not abashed ,in taking the
kudos for enabling approximately 15,000
of our citizens to proudly call themselves
Credit Unionists. We note with deep joy
that the institution is taking root now in
our schools and I understand also that a
regional organisation' located here has
established one among the members of its
staff.
"A '•■""
. .
','
"In the cirduiristances, Mr. Speaker, I
propose to proVide a further inducement
to the organisation which collectively has

SAVINGS
"It is accepted that an increase in
domestic savings out of rising incomes is a
necessary condition if a country to to
avoid being totally dependent on foreign
capital to fuel its development. In pursuance of this goal we gave a commitment
in 1977 to provide the appropriate incentives hot only to encourage domestic
savings but furthermore to channel the
available funds into the productive sectors.
■■'■'',«.•
"As a consequence of our pursuit
of this
goal, financial savings by all Barbadians,
as measured by sums held in savings and
time deposits in commercial banks rose
by 190 per cent or $527.6 million from
$309.0 million to $836.6 million over the
period December 1975 to end of year 1984.

"In times of high real, growth and in' creased productivity, substantial wage
increases can and should be granted. But
it is an economic contradiction for us to
seek to pay ourselves more in times of low
growth and falling productivity. And it
would be an error of tragic portions for us
to believe that we can secure a lasting
niche in i the international economy by
increasing our wages and salaries at a
ikm far; in excess of „oia; interiiptional
inflation, while seeking to «ell oürexports
it a fixed exchange rate.'
W
"In summary therefore', Mr. Speaker,
the Government will contribute to the
expansion of employment by making
selective investments in public works
Which both bring immediate job relief and
-expand our productive and social infrastrudture. We will assist by supporting
the promotional efforts of the Industrial
•Development Corporation, the Export
Promotion Corporation, the Tourist Board
and the.Central Bank operations, as well
as the transportation ventures, such as
Caricargo and Caribbean Airways, whose
activities underpin our market diversification efforts. We will make such
reasonable efforts as are necessary to
improve the financial viability of our main
export sectors. This budget will provide
new incentives to accomplish this so as to
Set the Stage for a major extra-regional
thrust.
-,'.'
:
"We will attend to the problem of
training and manpower development,
'particularly as it relates to job creation.
But ja the final analysis, all estates of the
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seen its membership increase from 6,000
in 1980 to 15,073 at December 1984 and its
savings from 1*4.5 million to $20.8 million
over the same period. Effective income
year 1985, the allowance shall be increased from j$l,200 annually to $1,800 on
the same! terms and conditions as
currently exisjt.
STOL'k PARTICIPATION
"This Government has actively encouraged tie democratisation of
shareholding n this country and in particular the doncept of employee participation and ownership of Enterprises
where they Work. A series of incentives
have been granted in successive
Budgetary Proposals towards this end.
We have provided allowances for bonus
shares and flew shares in public companies as well as for shares issued in lieu
of retirement gifts. The opportunity has
been given also to the small saver to hold
National Development Bonds and
National Savi lgs Bonds.

"All of the foregoing were done, Mr.
Speaker, to provide Barbadians once
more with the incentive to greater
productive effort. This year, however,
because of the stale of the public finances
and the need to bridge the gap of the
current account, we are not in a position to
further restructure the income tax system
in the way and to the extent to which we
have committed ourselves since 1977.
"I propose nevertheless to take the
restructuring of the system of direct
taxation with respect to incomes and
profits one step further this year by
streamlining the treatment of certain
levies and granting concessions in certain
special areas.

Income tax
"Currently, Health Service Contributions are allowed as a deduction for
income tax purposes for both the employer and employee. I now propose that
effective income year 1985, contributions
in respect of the Transport and Training
levies be similarly treated.
"I also consider, Mr. Speaker, that at
this stage of our development we should
be giving more encouragement to the men
of letters. I hasten to add here less I am
called sexist that I do not exclude the
female of the species and furthermore, the
term is used broadly to cover all types of
authors including songwriters and writers
of computer programmes. My proposal is
to exempt from income tax 50 per cent of
royalty payments received in Barbados
from the sale of such works.
"These income tax proposals, Mr.
Speaker, are expected to cost the revenue
some $3.3 million.

Ownership
"I now propose to extend the options of
employees to] participate further in the
ownership of their work places by
exempting from the tax the value of a
benefit to employees arising from the
difference between the market value of
the shares of the enterprise and the
purchase pricf of the share at the time of
purchase, effective from income year
1985. Such benjefit will be limited to 10 per
cent of inconje per year. Whenever the
shares are sola, the tax would be charged
on the realise'd profit.
"These proposals, Mr. Speaker, will
cost the reverfue $700,000 in taxes.
DIRECT TAXATION
| Income Tax
"I note, Mr, Speaker, that it has already
been reported that I am bringing a
generous package of concessions this
year. It is true that ever since 1977 we
have, by undertaking a radical restructuring of the income tax rates and
allowances allbwed the taxpayers to keep
some $97 million that they otherwise
would have had to pay to the Commissioner. Thi; remarkable feat has been
accomplished by the introduction inter
alia of the system of tax credits whereby
persons earning less than $145 per week
no longer pa^ income tax, permitting
working wives to file separate returns
from their spouses while claiming similar
personal allowances together with the
allowance for life insurance premiums
among others; granting persons over 65
years whether married or single greater
personal allowances up to a maximum of
$5,500; as well as the wide range of
deductions in respect of savings alluded to
earlier.

CORPORATION TAX
"Mr. S|>< .iker, at the moment annual
depreciation allowance is granted as a
deductible expense in computing corporation tax on industrial buildings only.
This privilege has not been extended to
commercial buildings. I therefore propose
to grant a building allowance on all
commercial buildings. However, the
following categories of buildings will be
excluded —
— buildings subject to the industrial
building allowance
— buildings enjoying the allowance for
conversion into rental units
— hotels claiming hotels aids benefits.
The allowance will be calculated at 1 per
cent of the improved value of the property
as assessed by the Commissioner of Land
Tax and shown in the Land Tax demand
notices. The cost to revenue here is
estimated at $1.6 million.
"As the law stands at present, Mr.
Speaker, persons engaged in commercial
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activity are entitled to carry forward
losses over a five year period and set off
those losses against profits earned in
those subsequent years. If no profits are
earned within the specified period, then
the accrued losses can no longer be
utilised. 1 propose to extend this concession by allowing businesses generally
the longer period of seven years in which
to generate sufficient profits to liquidate
the accrued losses.
■
"1 turn now, Mr. Speaker, to the
stimulation of extra-regional exports As
recently as last March, I noted publicly
lhat even if all non-tariff barriers to mtrareeional trade were removed, local exporters would still be faced with a retail
market significantly smaller in size than
in the boom years of Caricom trade. 1
warned then of the evident danger of once
again growing overly dependent on what
in essence is a single small market. I
further reiterated the concern of the
Government of the need for manufacturers to gear their production for export
to th'_' developed countries.
"You will recall, Mr. Speaker, that in
1977 we drew attention to the size of the
trading deficit and emphasised the
necessity for strong measures to increase
our level of exports especially extraregionally. We noted then, that though
there was in the Income Tax Legislation
provision for a rebate on a graduated
scale of up to 50 per cent of a local
manufacturer's tax so long as extraregional sales accounted for more than 61
per cent of total sales, no local company
had been able to make use of the rebate
system.
"In further recognition of the need to
encourage export a revised structure was
put in place and the Export Promotion
Corporation was created and one of its
principal functions became the provision
of marketing information to businessmen
and enteipitneurs to enable them to
become aware of the opportunities for
export sales in both the regional and
extra-regional markets. Notwithstanding
the efforts of the Export Promotion
Corporation in market identification, we
need to do more.
"The Government is convinced that a
case exists for providing further incentives in this area especially to encourage new ventures from local
businessmen acting either singly or in
joint ventures with foreign partners.
Accordingly, Mr. Speaker, I propose that
in respect of extra-regional sales the
following —
(a) an allowance for market research and
development of 150 per cent of actual
expenditure incurred;

(b) an initial investment allowance of 40
per cent on the purchase of new capital
equipment. All companies who qualify
for the rebate on sales to extraregional markets will be granted this
privilege;
(c) the maximum rebate of tax allowed on
extra-regional sales will be increased
to 80 per cent from 50 per cent. This
applies where such sales exceed 61 per
cent of total sales.
"The cost to the revenue of these
proposals to boost extra-regional exports
is $1.3 million. These measures take effect
from this income year.
"However, Mr. Speaker, before 1 leave
this area of direct taxation, I must sound a
sombre note as I turn to the issue of tax
evasion.
COM HOL OF TAX EVASION
"It is in the interest of the Government
and the Community as a Whole, that
citizens fulfil their civic obligations in
compliance with the tax laws and pay
their due taxes. For tax revenues enable
the Government to provide the social
services for the benefit of all residents and
to meet their increasingly high expectations. •
"However, it is regrettable to state
there is evidence available that there are
persons in several economic sectors who
are not contributing their fair share, and
in some instances are making no contribution at all. This delinquent attitude
prevails among the self employed
(Professionals included) and also among
a number of small incorporated
businesses. As a consequence another
category of taxpayers (employees) whose
incomes are subject to withholding tax
carry too disproportionate a part of the
tax burden. For the self employed at the
present time suffer no deductions at
source on their earnings.
"It is incumbent upon Government to
ensure that there is equity in the administration of the tax system and that all
categories ol taxpayers bear equitably the
ourden, for it is reasonable to state
uiat if every citizen meets his or her tax
obligations, I am sure that I would have
greater scope in the provision of concessions to all.
"The Commissioner of Inland Revenue
in 1983 introduced an informationgathering device to obtain particulars on
payments received by the category of
persons referred to, as well as others.
Even though the results have been encouraging, yet Government will continue
its efforts to maximise tax collections with
unrelenting assault on tax evaders.
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"In this connection consideration is
being given to the introduction of a tax
collection device to improve tax compliance in the delinquent areas already
mentioned in addition to other activities.
We are studying the experience of other
countries who have in place a mechanism
of a withholding tax on payments made to
a particular group of persons outside the
pay-as-you-earn system. To put it briefly
and simply it involves the extension of the
withholding tax to fees paid to
professionals and payments for services.
Naturally, great care and thought will go
into the designing of a system to secure
public acceptance of its adoption.
Accordingly, consultation _ with the
relevant organisations will take place to
work out an effective and efficient scheme
with a good degree of flexibility.

CONSUMPTION TAXES
"The Hotel Association has requested a
review of the Existing tax on wine. I
believe there is some merit in their
complaint that the cost of wine in Barbados is too high. Because of the Caricom
arrangement, we cannot unilaterally
change the common external tariff on
such imports. I therefore propose to
reduce by one half the rate of the consumption tax from $5 to $2.50 per litre on
all imported wines as identified in the
attached appendix.
"I also propose to effect changes, Mr.
Speaker, in the rates imposed on a
selected number of items of energy
conservation equipment and related
materials. These items are shown in the
attached appendix and include high intensity discharge lamps other than
Mercury Vapour, Photo-controlled Cells
and Sockets, and Ceiling Fans. The
Consumption Tax on these items will be
removed.
"These proposals on Consumption Tax
will cost the revenue some $1.3 million,
and they also take immediate effect.

INDIRECT TAXES
"Import Duties and Stamp Duties
"As noted earlier, during 1984 exports
stagnated and net imports also decreased.
Taxes on international trade actually
decreased in 1984-85 from $89.6 million in
1983-84 to $84.9 million. There was an
increase in taxes on goods and services as
a result of the increase in the rate of
stamp duty from 3 to 10 per cent during
the year. This experience of a fall in
import duty and the need to safeguard the
revenue is shared by all countries in
Caricom.
"Throughout all Caricom, efforts have
been made to close this gap by the introduction of stamp duties. An
examination has taken place on the rates
of stamp duty in the other areas of
Caricom. In Trinidad and Tobago in their
recent Budget, stamp duty was introduced
at 12 per cent. This examination has
revealed that the rates of stamp duty in
Barbados are among the lowest in'the
Caricom area, particularly now that the
rates in Jamaica have been increased to
40 per cent in some cases.
"It is therefore proposed to raise the
level from 10 to 12 per cent to take effect
immediately. This measure will result in
an increase of revenue of approximately
$10 million. There is no scope for increasing import duties. Barbados has
already fulfilled its obligations under the
terms of the Nassau Agreement. If we are
therefore to make up the difference in a
fall of the revenue arising from the exchange rate fluctuations, and in our case
from the strength of our being linked to a
strong American dollar, the adjustment to
our rate of stamp duty or consumption
taxes are our only alternatives.

HOUSING
"Mr. Speaker, our aims and goals and
our accomplishments in the area of
housing are well documented. Our approach to this vital area has not only
sought to integrate the private sector
building industry with that of the public
sector agencies, but perhaps more Importantly has been targetted at the individual citizens themselves.
"We have not only granted special income tax concessions to House Builders
but we have also restructured the method
of taxation applied to owner-occupied
houses by not requiring the head of a
household to pay income tax for the
privilege of living in his own house. The
Tenantries Freehold Purchase Act, both
in respect of Plantation and designated
Tenantries, provides the incentive for
owners of chattel buildings to convert
them into wall.
"In addition, Mr. Speaker, the last
Budget provided special provisions for
owners of historic dwelling houses, as well
as incentives tor the conversion of
premises into residential rental units.
Indeed this Government's record in trying
to meet the housing needs of the people is
second to none in the history of our
country.
~
"We recognise, however, that more
needs to be done in this area of activity
and so there will be a redoubling of our
efforts. This year special directions will
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"At this juncture, however, the clear
imperative is for us to develop the export
potential of our non-sugar agricultural
sector. There can be no doubt that this
sector can benefit from a facility which is
designed to facilitate timely payment to
farmers for produce delivered for export,
to facilitate the purchase of handling and
packaging material and to finance activities associated with market
development.

be given to ensure that a further »32
million from Government controlled
sources will be channelled into housing so
that persons from all income groups
desirous of improving their existing
houses or acquiring a new one will be in a
better position to do so. We expect
Financial Institutions to improve on their
1984 performance as the Government is
doing.
AGRICULTURE
"Mr Speaker, the strategic importance
of the agricultural sector to the Barbadian
economy cannot be gainsaid. While its
relative contribution to income, employment and foreign exchange
generation has declined, it continues to
perform a socio-economic role which
cannot be measured In purely monetary
terms. The Government is committed to
the refashioning of our agricultural sector
to enable it to increase productivity, earn
and save foreign exchange and ensure
rising incomes for those of our rural
society. In 1982, when this matter was last
addressed by way of fiscal initiatives, our
concern then was to stimulate
domestically-oriented production aimed
at reducing foreign exchange expenditure
on food. The results of this initiative have
been very satisfactory. The non-sugar
sector has been the only sector which has
grown in each year since 1981 and our food
import bill which amounted to $169 million
in 1981 fell in 1982 and 1983.
"Indeed, Mr. Speaker, there is a vast
array of incentives at the disposal of the
sector. These include grants on spraying
equipment and irrigation facilities,
subsidies for the development of pastures,
grants for the establishment of orchards
and silos and for the purchase of sugar
cane choopers. In addition, rebates are
allowed on the purchase of agricultural
machines as well as on land tax on acreage
used for foodcrop and livestock products.
Land cultivation rebates are also
available, together with rebates on
planting materials for pasture; livestock,
fruit trees and vegetable seedlings are
also made available at highly subsidised
rates. Finally, most imported inputs
needed for agricultural production are
allowed into Barbados free of duty.
"We are still faced with a food import
bill of $160 million.. Notwithstanding the
above, it is clearly necessary to give
further stimulus to non-sugar agriculture
in selected areas. Such areas will include
livestock development and fruit
production, since these are the fields in
which the greatest ground has to be
covered. The Ministry of Agriculture will
therefore shortly announce variations in
the scale of grants on rebates to promote
such ventures.

Fund established
"To tliis end, Government will establish
an Agricultural Export Revolving Fund to
provide loans to individuals or institutions
wishing to export non-sugar agricultural
commodities. This fund will be initially
capitalized to the extent of $1 million and
will be administered by the BMC in accordance with guidelines to be laid down
by the Ministry of Agriculture. I fear, Sir,
that a more imposing challenge awaits us
in relation to the sugar industry. I do not
propose here to indulge in a full scale
debate on the sector's problems, their
causes nor their solution. The latter, in
particular, are very much the subject of
intensive review. I must however point out
that from time immemorial, our sugar
industry has always been subsidised.
Initially, this subsidy took the form of the
guaranteed prices we obtained under the
aegis of the Commonwealth Sugar
Agreement. The reduction of our quota
under the Lome successor to that scheme
from 139,000 tonnes to 53,000 tonnes has in
a stork way exposed the industry to the
effects of world market conditions for
sugar Moreover, the problems of the
industry have in recent times been
compounded by the fluctuations of the
major currencies of the world and
especially so by adverse weather conditions in 1981 and rapidly rising costs.

Production
"The bottom line is that the industry has
tended towards atrophy to the point where
production in the vicinity of 100,000 tonnes
has become the norm. The dilemma is
that at this level of output, losses accrue
because as much as 20,000 tonnes may
have to be sold on the freemarket at
prices at the present time in the range of 4
US cents per lb. Should production go
beyond this level, at world market prices,
even larger losses would have to be
contemplated because of the low threshold
of the guaranteed markets for our sugar
since 1975. To go below 100,000 tonnes
would invite the collapse of the industry; a
development which would carry with it
the ruin of much of agriculture as well as
a sizeable portion of our commercial
sector.
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"We however remain steadfast in our
judgment that this industry still has a
substantial role to play in our national
progress. Despite its financial losses, we
must surely attach a social value to the
earnings of over $60 million and in some
cases over $100 million per year from the
35,000 acres which it employs. Equally,
agronomic factors mandate intercropping
with sugar cane as a means of ensuring
the productivity of land in other occupation.
"The long-term solution to this complex
problem will be bound up in the costreducing and productivity measures
which are effected at the level of the field,
the factory and in the management of the
industry. Various initiatives have indeed
been launched in this direction and we
must expect that a gestation period must
elapse before they pay dividends.
"The immediate priority is to devise
financial expedients to bridge the gap
between the average price per lb of the'
industry and its unit costs. To date, this
matter has been addressed by the
Government's ex post facto guarantee of
price support bonds issued by the industry, and by an increase in the domestic
price of sugar. A price support bond issue
for the 1984 crop has recently been put on
the market, and this has been fully subscribed.

that current economic prospects justify
some easing of the constraints of existing
credit and interest rate policies.
"I therefore propose to give some
further encouragement to expansion
economy. The Central Bank twice raised
the ceiling of the rate of interest for new
mortgages while the rate of Interest on
deposits remained unchanged. Such action was intended to provide Investors
with an incentive to make available increased amounts of mortgage financing
on account of the wider spread of interest
they would earn on their investment.
Statistics for the year 1984 reveal an
upsurge in lending for home construction
of some $20 million, the highest since
1980—81. It is now proposed to exempt
from the limit of credit to households all
lending for housing related activities
including repairs and bridging loans.

Regulations
"Opportunity will also be taken to
correct an anomaly in the existing
regulations. Credit for commercial
vehicles, taxis and rental cars will be
exempted from the limit set for consumer
credit. Further, I propose to raise the
existing limits on Bank credit for
distribution by 10 per cent. Each bank will
have its existing limit raised by 5 per cent.
The remaining amount of the increase will
be distributed among the banks in such a
way that each bank will receive an equal
dollar share.
"With respect to interest rates, I
propose that the average lending rate be
reduced from 11 per cent to 10 per cent and
that the minimum rate payable on savings
deposit should also be reduced by one
point, from 5 per cent to 4 per cent. A more
substantial reduction of 3 per cent will be
applied to the Central Bank's rate for
ordinary discounts. The new rate will be
13 per cent instead of 16 per cent. The date
for coming in force of the new interest
rates will be fixed after consultation
between the Central Bank and the commercial banks.
"The increased activity which it is
expected will be generated as a result of
the above concessions should have a
beneficial effect on employment
prospects.
"Mr. Speaker, before I move on I should
also like to say a word about the protection
of credit when extended. Major financial
institutions are well placed to assess risks
and monitor the security of their investments. There are however, a number
of lenders who place deposits upon invitations with corporations which do not
possess the resources to look after the
security of their deposits. I consider that
the Government has a duty to provide the
necessary protection for such investors.

Sugar industry
"To signal our continued support for the
sugar industry, we now propose to make a
substantial grant to the industry in 1985.
Discussions with the industry are now
taking place to determine its price support
requirements for 1985, and the amount of
Government grant will be announced as
soon as these deliberations are concluded
"I could not leave this matter, Mr.
Speaker, without stressing the point that
we expect the solution to this industry's
problems to be found in the pursuit of
diversified, total farming. There is much
to be gained from systematic diversification Into areas where food import
expenditure is now high, such as fruit,
peanuts and beef, and equally so into new
areas of export vibrancy such as orchard
crops, cotton, and winter vegetables. We
also look forward to the management and
operation of the industry being brought
into line with modern industrial practices
to its benefit and that of the society at
large.
CREDIT AND INTEREST RATE8.
"Mr. Speaker, as I have already said,
projections Indicate in 1985 that the
momentum gained in 1984 will be maintained.. To date tourism and other related
services, sugar and the electronic subsector have been the main contributors to
the recovery. Broader-based expansion is,
however desirable. Analysis indicates
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Recent experience relating to a number of
corporations going into receivership has
highlighted the need for mechanisms to
provide enhanced protection for such
persons, The problem is currently under
study and it is proposed in the near future
to enact legislation which will regulate the
deposit-taking activities of all corporations.
"In formulating the proposed measures,
due account will be taken of the views of
all concerned who will be consulted by the
Government in the process.
THE INSURANCE INDUSTRY
,- "In the Budgetary Proposals for the
financial year 1984—5 a comprehensive
reorganisation of the tax structure applicable to life insurance companies was
undertaken. This new system became
effective from income year 1984, and
therefore I do not propose to impose new
taxation on this industry at this time.
However, it is considered necessary to
streamline the administrative control of
the industry by bringing all those persons
who solicit applications for insurance
within the scope of the Insurance Act.
"In recent years brokers have become
increasingly active in all areas of insurance. Many of them now employ individuals who compete in the open market
with the registered salesmen employed by
insurance companies, their agents and
sub-agents. The Insurance Act does not
provide for the registration of salesmen
employed by brokers. It is proposed to
correct this omission by amending the
Insurance Act to include persons in the
employ of brokers in the definition of
"salesman" within the context of the
Insurance Act. This measure will make it
mandatory that they obtain a certificate
of registration and pay the annual
registration fee.

Registration fees
"While on the subject of fees the
category of salesman is the only one on

which registration fees have
not been increased since the
commencement of the Insurance
Act of 1972. This category has
always been deliberately omitted in order
< to avoid placing undue hardship on
salesmen employed by industrial companies. The time has come to bring them
in line. Therefore with effect from May 8,
1985 the application fee for registration as
a salesman will be increased from thirty
dollars to fifty dollars and the annual
registration fee from sixty dollars to two
hundred dollars per annum or part thereof
commencing in January of each year.
Salesmen in the employ of more than one
company must pay a separate fee for each
company. ..' ;
■'■;■' '•■<
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"It is estimated that these measures
will earn approximately $50 000 in additional revenue.
"At present contributions to Pension
Funds administered by non-registered
insurers are subject to a remittance of tax
of 15 per cent, but contributions to funds
administered by agents who are not insurers are not subject to this tax. In order
to ensure equality of treatment to all
contributors and at the same time not to
impose extravagant penalties on individuals, employed by multinational
companies it is proposed that all pension
funds approved for remittance out of
Barbados shall be subject to a remittance
tax of 6 per cent with immediate effect,
TRAINING
"Our experiences over the last four
years have demonstrated to us that our
traditional markets are no longer assured
and that if we are to contend with the
competition which is developing both
within as well as outside of the region we
must produce quality goods and services!
"This becomes even more important to
our survival and future economic
prosperity when we remember that the
strengthening of the US dollar is another
variable which works to our disadvantage
in relation to our trade with Europe.;
"Mr. Speaker, in order to maintain our
competitiveness and to safeguard our
sustained economic development by being
in a position to adapt our methods of
production to meet the changing
technological and economic environment
in which we exist, we as a Government
must intensify our efforts to promote upto-date training programmes for those,
persons who are already employed. in
industry. Particular attention must also
be paid to the training of our young people.
Much progress is being made at the
moment; BIMAP With financial
assistance from the World Bank has a
programme for management training at
middle and higher levels in the industrial
sector.
"There is the World Bank Programme
being conducted at the Ministry of
Agriculture with the assistance of personnel from Israel, which is designed to
improve marketing and other skills within
the Agricultural Sector, particularly in
non-sugar agriculture. In addition, the
Rural Development Project which is
assisting small farmers has already made
substantial progress. • At present, with
financial assistance from the European
Economic Community, the Export
Development Corporation in collaboration
with the Samuel Jackman Prescod
Polytechnic is sponsoring a 16 weeks
course in designing and other related
areas for persons who are involved in the
garment industry. ■> '

"A similar effort has boon made for the
Tourist Industry by way of a financial and
marketing course through the Hospitality
Division of the Barbados Community
College. So much, Mr. Speaker, for those
training courses which are alieudy in
progress They are not enough, and we
must move to a more comprehensive
programme if we are to provide a better
trained work force.
"The National Training Board which
was established in 1979 is charged with the
responsibility of coordinating all training
activities for persons between the ages of
16 and 25 years as well as to provide onthc-job training for persons who are
already employed and retraining for
those persons who either become
technologically redundant or need to
upgrade their existing skills. These activities ought to be significantly expanded; the efforts of the other Agencies
need to be coordinated to prevent
duplication and more resources nwd to b»'
brought to play. The existing programmes
cover —
(1) Apprenticeship
(2) In-Plant—On-the job training (for
those already in the work force)
(3) Instructor Training, Supervisory
Training, Job Analysis, curriculum
development, Testing and Certification
14) Specialised programmes on request
(5) Modular Skills Training, Short-term
remedial education
(6) Non-apprenticeable occupations.
These activities will be expanded as
. follows —
(a) An increase in the number of
Apprenticeships to 400 per year
<b) Eight new Centres for Skills
Training will be established at the
following places:
1. Six Cross Roads, St. Philip
2. St. Patricks, Christ Church
3. Boscobel, St. Peter
'4. Holy Innocents, St. Thomas
5. Belfield I,and, St. Michael
6. Ivy, St Michael
7. Sion Hill, St. James
8. Old Naval Base, St. Lucy.
"The courses will be extended to a
minimum of nine months of which three
months will be on-job training. One
thousand' additional young people will
benefit. Mr Speaker in this International
Year of the Youth considerable thought
has been giu-n by the Government to the
provision of a Youth Training Scheme.

There is no doubt that in this community,
like elsewhere, many young people have
difficulty in making the transition from
school to work.
"Young people are further frustrated by
the attitude of many employers who are
unwilling to hire them for a variety of
reasons, for example, lack of experience,
alleged lack of discipline or the high cost
of hiring. Many suggestions have been
made on how to deal with these problems.
Some are of the view that there should be
a compulsory national Youth Training
Service with the Defence Force for all
young people for a minimum period of one
year. There are others who violently
object to any association of the Defence
Force with Youth Training at all.
"Having considered all the views the
Government has decided on the establishment of a National Integrated Youth
Training Scheme underwritten and
controlled by the National Training
Board. This effort coordinated by the
National Training Board will utilise all the
existing specialist skills and equipment
available in Barbados both in the institutional and non-institutional agencies
and the Barbados Defence force will be
contracted to provide specialist support in
areas where they have considerable experience, such as in Navigational Skills.
"The National Training Board has
Resigned a special Skills Action
.Programme to carry this Scheme into
effect and special arrangements have
already been concluded with the Defence
Force to provide an alternative 240 hour
special Training Scheme for young people
who wish to combine traditional Skills
Training with an option of semi-military
training.
"There is one other area, Mr. Speaker,
\vhich I wish to deal with before I conclude
on this section and it relates to the area of
on-the-job training and vocational
training in institutions. The Government
is concerned about the need to expand the
range of courses available at institutions
such as the Polytechnic and the Community College. We are equally concerned
about the need to encourage employers to
carry out training as part of their normal
responsibility for the upgrading of their
work force.
"The Occupational Training Fund
contemplated that grants could be given
to institutions other than the National
Training Board for the purpose of ensuring that Barbados' work force was
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'Unemployment Benefit from 13 weeks to
!»"weeks; This move will take care.of ...
i those situations where because of cyclical
'«Derations, businesses are forced to lay
\m staff but Will toe taking them back
'Within a reasonably short time. The intention is to provide enough fbrea*mg
space forthe businesses while at the same
.time covering the affected workers. ,
«In addition, Mr. Speaker, the benefit
Ir will be increased from 50 per cent to 60 per
cent oT theTverage insurable earnings. As
a consequence of these changes, ^Uie
minimum period of lay off or short time
which should elapse before a claim of
severance payment can arise will be
extended from four weeks to 13 consecutive weeks of a series of 16 or more
weeks, of which not more than 12 are
consecutive, within a 26 week period.
SURVIVORS BENEFIT
"At present,; the survivors benefit
payable to children ceases at age 16.
There were 446 children receiving benefit
at the end of 1984 and it is considered that
the age limit should be extended to 21
years to cover those children who are in
full-time education in an approved institution at home or abroad.
.
MATERNITY BENEFITS
,
"The existing arrangement is that both
males and females contribute to the
National Insurance Scheme on the same
basis. However, there are instanceswrhere
the female does not sa^^^Ä
for maternity benefits and it is felt that in
such cases a maternity grant should be
paid on the basis of the ^ale s contributions. Therefore effective from 1st
June, 1985,1 propose to introduce such a

constantly kept up-to-date and also other
institutions could be used for the purpose
i of expanding particular skills. BIMAP has
'drawn funds for-the purpose of running
\ specialised training^: programmes The
(Government has informed the Ministry of
1 Education as well as the Industrial
j Development Corporation and tne
^National Standards Institutions of its
;
willingness to consider applications from
them for grants to carry out special
-Sämmes with thTobJect ofulMl.ng
the needs for an upnlated work force in
Barbados. We are willing also to consider
applications from employers.
. .
"Mr Speaker in order to finance the
above programmes there will be an increase in the existing rate of the National
Training Levy by .25 per cent from 1st
June, 1985. This is expected to yield the
sum of $2 million. :
; SOCIAL SECURITY
.
• "I have always held the view that the
'Unemployment Benefit Scheme ami the
Iseverance Payment Scheme should be
> integrated and should be so administered
Ithat the rights of workers would be
1 protected without the schemes being a
Iturdeh to employers. In other words, Mr.
'speaker, such schemes should not deter
\ employers from hiring additional labour,
"There is evidence that the present
schemes are not as integrated as they
should be and are in need of some reorganisation. However, Mr. Speaker, I
have no intention of making any radical
changes without prior consultation with
all interested parties because I respect the
rights of workers and their representative
bodies as well as the rights of the employers. Therefore, in the near future, I
will enter dialogue with the various
parties on these matters.
"Nevertheless, I propose that certain
minor but important changes on this
(occasion. The Unemployment Benefit
? Scheme has been accumulating funds at a
>rapid rate, and with effect from 1st June
■ 1985, the rate will be reduced to l per cent.
■This change will result in contributors tofithe scheme paying $7.0 million less in a
ifullyear.
■
■
\ "A similar situation has been
"developing with the Employment Injury
ißenefit Scheme, and I propose to extend
kthe benefit which is payable during
^temporary disablement from 80 per cent
[ to90pejrcent effective from 1st June, 1985..
These changes will not jeopardise the
ability of the Funds to meet their
liabilities but will bring some measure of
relief to the contributors while still
providing adequate coverage for the
workers.
■■■'•.-.
"In addition, Mr. Speaker, I propose
with effect from 1st June to extend the
period over which a person can draw

^"Honourable Members will recall that
the Minister of Finance announced last
year that non-contributory pensions would
be maintained in the future at 80 per cent
of the minimum contributory pension. He
also announced that the contnbutory
pension would be adjusted every three
years, depending upon the strength of the
National Insurance Fund.
"This year we intend to increase exnenditure on house repairs for old persons
from $1.5 million to $2 million. The
Minister of Healthis hoping to bring,foto
operation, this year, the National Health
Scheme, commencing with the age group
65 years and over. This will be dependent
on agreement with the doctors on their
terms and conditions of service.
"We also propose to provide an additional $200 000 to support the expansion
of the Home Help Service.
LICENSING FEES"Mr. Speaker, last year a number of
changes'were made to the fees which the
Licensing Authority collects from Public
Service vehicles. A recent review of those
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changes revealed a Tew anomalies which I
now propose to correct. Effective from
today, 7th May, 1985, Hired Motor Cycles,
Scooters and Mopeds will pay fees as
follows:
Permit Fee
$2.50

Initial Tax
$150

Additional Expenditure
Personal Income and Corporation Tax
Concessions
$8.0m
Reduced Licence Fees
$0.2m
Consumption Tax Concessions
$1.3m
Agricultural Export Credit Fund $1.0m
Additional Home Help
$ .2m

Annual Tax
$125

"Representations have been made to
the Ministry of Finance and Planning
about the unfair competition which the
Maxi Taxis have been providing for Minibus Operators. We believe that there is
some justification in the complaint that
there is open poaching by the Maxi Taxis
which were never intended to ply routes
like Mini-buses, but should operate from
fixed points like all other taxis. In order to
bring an end to this situation, Mr.
Speaker, with immediate effect, all Maxitaxis will pay the same fees as follows:
Permit Fee
$2,500

Initial Tax
$1,200

Net Contribution

$10.7m
$35 .Om

"The concessions, along with the
monetary measures will result in the
handsome sum of $72.8m being put back
into the economy as follows:
Housing Funds
$32.0m
Reduction in Unemployment I^evy $ 7.0m
Concessions shown above
$9.3m
Credit changes
$24.5m
"Throughout the last nine years, we, in
this country, have had to face a traumatic
upheaval in the world economic order
brought about by the phenomenal increase in the price of oil, which when
coupled with the virtual collapse of
commodity prices, has had devastating
consequences on the global economy, and
in particular on our Caircom trading
partners.
"Yet, despite these revolutionary
changes in the world economic order,
through careful management and farsighted policies, we have been able to
maintain the economy and financial integrity of Barbados. Our critics have
labelled our approach to tinancial
management as risky but I would say this,
unprecedented problems sometimes call
for imaginative solutions and despite the
messages of doom continually preached in
this august Assembly, we neither resiled
from our responsibility, nor panicked in
the face of adversity.
"We sought to provide stability in the
prevailing economic turmoil which made
nonsense of many of the old tenets of
economic theory and produced as many
theories and solutions as there are
economists. The policies we have pursued
have been successful and our economy is
once again on the move.
"Now that we are once again on the
move, we must never forget that we are
but a small nation and a small economy.
We must forever remember, that our
success depends on our ability to compete,
our ability to work together and our
ability to adapt to change. The structural
changes that are necessary for us to be
competitive are being put in place, Mr.
Speaker, and 1 believe that this budget
will set us on the road to opportunities and
a greater ability to weather adversity in
the future.

Annual Tax
$1,200

"As a result of this change, Maxi-taxis
will no longer be allowed to ply routes like
' Mini-buses. Consultation on this matter
has taken place with the Commissioner of
Police who has given the assurance that
the law will be enforced. The fees have
been reduced on the clear understanding
that the illegal practice will cease, and I
wish to state I am quite prepared to have
the legislation amended to give the
Magistrates authority to order forfeiture
of the .vehicles after three offences, if that
becomes necessary. On the existing Maxitaxis the annual loss of revenue will be
approximately $200,000.
CONCLUSION
"Mr. Speaker, the measures which I
introduced this evening have been
designed to stimulate economic activity,
create additional job opportunities,
restore our competitiveness, increase
training for our young people, provide
improved housing for our people and
bring some measure of relief to
businesses and individuals alike.
"These measures are expected to make
a net contribution of $35 million to the
revenue as follows:
Additional Revenue
Increased revenue from arrears and
improvements
$16.0m
Reimbursements from Health Levy
Fund
*15.7m
Reimbursement of the Transport Levy
Fund
$ 20m
Stamp Duty
$10.0m
Training Levy
$ 2.0m
$45.7m
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APPKNDIX 1

TARIFF HEADING NO.
22.05

22.06

DESCRIPTION OF GOODS

RATE OF TAX

wine of fresh grapes; «rape must with
fermentation arrested by the addition

S2-50

of alcohol

cr

vermouths and other wines of fresh ("rapes
flavoured with aromatic extracts

22.07

Utrc

»'

$2.50

other fermented beverages (for «ample
cider, perry and mead)

$2.50

39.06

reflective window film

39.07

toilet dams

'rec
Free

73.38

low flow shower heads

Vree

73.38

spring loaded and low flow'faucet laps

Free

83.02

automatic door closures

1-roe

85.06

ceiling fans

'rcc

S3. 07

fluorescent fixtures

>

ree

85.19.9

time switches

'

rcc

85.1Ö.9

voltage reducers

Free

85.20

high intensity discharge lamps

85.21

.photocells

•'

,

.

.Free
,rec

85.21

photocell socket;

I: roc-

85.25

insulation ,

Free
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