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Notwithstanding the increased level of tourist 

arrivals, the foreign reserves were boosted by 

grant funding for government and the well-

timed inflow of $84 million from Sandals for the 

purchase of Almond Beach.  

 

According to Table 2, outflows of foreign 

exchange were $85 million less than for the 

corresponding first quarter of 2014. In the 

circumstances, the reported increase in the 

foreign reserves does not reflect the much 

paraded improvement in tourism during the first 

quarter of 2015. 

 

The performance is more worrying as retained 

imports are estimated to have fallen by 12 

percent, which supports the reduction in the 

outflows of foreign exchange noted above.  

This reduction reflected the import fuel bill that 

is down 42 percent, food and beverages imports 

down 4 percent and capital goods imports down 

6 percent. In the circumstances, the lack of 

increase in the foreign reserves that reflects the 

sign of hope in the tourism sector is of concern. 

In spite of having 17,035 more tourists on the 

Island in the first quarter of 2015 compared to 

the first quarter of 2014, food and beverages 

imports were down, without a corresponding 

increase in local production.  

 

This means that local spending power is 

extremely compromised. Therefore the better 

winter tourism season, when measured in terms 

of arrivals, did not result in more consumption in 

the Barbados economy. 

Apart from the lack of confidence, there are 

some obvious structural weaknesses in the 

economy as the “distribution, non-sugar 
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agriculture and manufacturing sectors remained 

unchanged.”  

While the reduction in the fuel import bill is 

understandable, the reduction in consumer 

imports speaks to the absence of spending 

power in the economy.  

At least, non-sugar agriculture ought to have 

benefitted from lower imports; this did not 

happen. The savings from gasoline and 

electricity prices were not enough to encourage 

spending on other consumer items. Indeed, it is 

reasonable to suggest that households may have 

slowed their rate of dis-savings with the 

temporary income.  

There is also evidence of lack in investment in 

the economy as construction output and capital 

imports fell. In addition, the higher capital 

inflows reflected the payment for Almond Beach 

by Sandals and not any new transaction.  

In the face of anaemic economic growth of less 

than 1 percent, the government’s fiscal 

condition continued to deteriorate as the 

original target of 6.6% of GDP was not met.  

 

More worrying than the failure to meet the fiscal 

target was the fact that the Central Bank of 

Barbados continued to be the primary source of 

financing of the deficit. 

 

Furthermore, commercial banks are holding 

more deposits at the central bank as the lack of 

economic activity is seen in the lack of appetite 

for borrowing. This causes liquidity (money) in 

the banking system to increase for the wrong 

reason, which affects the system’s profitability.  

As a consequence, the central bank is now 

allowing the commercial banks to pay less 

interest on deposits to the detriment of the 

depositors, as a way of addressing its declining 

profitability. In addition, the deregulation of the 

minimum deposit rate is expected to reduce the 

cost of short-term government 

securities/treasury bills. 

A suggested proposal for the government to 

issue a savings bond at a more attractive rate is 

designed to encourage depositors to shift their 
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money from the commercial banks to help 

finance the worsening fiscal deficit.  

In the first quarter of 2015, the central bank was 

forced to increase its stock of debentures by 

almost $200 million; its treasury bills by $43.5 

million, while the government deposits at the 

bank fell by just short of $60 million. The 

government cannot continue indefinitely to be 

the focus of policy at the expense of households 

and businesses.   

 

In addition, the NIS is also under pressure to help 

finance the worsening fiscal deficit.  The national 

debt therefore continues to rise in the face of 

rising unemployment, weak economic growth 

and discouraging prospects for new 

investments. 
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