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Is a fully floating exchange rate

the answer to T&T's problems?

niernationa] energy analysts predict that

glabal ofl prices are likely to stay ina

range of betwean US440 md USS60 2

harmel for the next two years for three

meazons China's slosing economic
growth; the expectation that Imn could start
pumping oil to its full capacity by earhy mext
vear and the need by the oil cartel OPEC to
oontimee pumping 10 per cent mome than its
30 million hamele a day agpeed quota tostomgle
o =OPEC production,

Given the linknge betwesn the prices of od
and natural gas in some markets, thems iz dlao
the probability that global prices of T&T's
single largest export mevenue aarmer could
memain “lower for longer”

Allied to the po=ibility of low prices for
T&T's oil and natuml gas, this coumtry also
faces well-documenied gas curtaiiment isues,
the mcent disclosume that our LRNG supply
has less liquide —which will impact the future
of Phoenix Patk (as Processore—amd Japan's
derision to resume its nuclear production,

If the sharp downtum in the global prices
of T&T's main export TEveme eame == oil,
LNG and —iz gping o contine
for the nect two to three years, that is likely
to have a zevere impact on the coumiry's
energy evemies and, themfore, the total
amoumt of revere the Govemment collects.

It seemne obwious both of the major political
parties that ame seeking wour wote at the Sep-
tember 7 general election would need to plan
their management of the economy for the
next five years on the hasie of declining mev -
eme=at least for the net thme years,

That being the casa, theme iz one question
that the two parties need to addres.

The question i this: What i the most
appropriate combina tion of economic , on =
etary, fiscal, exchange rate and labour madet
policies that will help T&T gt through this
pericd relatively unscathed.

Ifitis accepted that gatting the right mix
of poticies to treat with a situation of decTning
e is the main challnge Being the TET
mnwt}mﬂnrﬂdqmmthai pol-

in the new administrat ion need to
addmess is this: Will T&T get through this
peried of declining revenue unacathed if it
oomtinues the policies of the cument admin-
istration?

As far ascan be discemed, the overan hing,
goal of the Kamla Persad-Rizssesmar admin-
istmtion is to minimize the impact of the
sharp decline in T&T's reveme on the pop-
ulation in the short term, even if that means
seriously jeopandizing the country’s futume,

Az a result, the Goremnmment & sseking to
THige TEVeTE in apime uneomventional ways,
including ascheme to fund its backpay com-
mitments to public zervants and teachers by
getting the wholly state =mwned elactricity

generator TGL to bormow USS600 million to
*repay™ the "loan® from the State toestablish
mnd equip the La Brea-based fcility.

The fiimiding of backpay will aleo entail the
Government having to provide 2 guarantes
to 8 418 hillion bond that Republic Bank is
Tooking, to rmise for TRTEC, which the elec-
tricity distributor will we to pay hack TGO
for taking electricity and not paying for it.
And becme TETEC has a tale-or-pay con-
tract with TGL, it could very well be that not
all of itz bill for elactricity would hoe been
usad,

I T1my wiew, the policies of the curment Uit
ed National Congress administration are
ahmoat identical tothe policies of the previoos
People's Nationdl Mowvernent admindstrations:

» Both parties are cammitted to the col-
lection of revenues produced by the foreign
multi =national energy companies and the
distribution of those revernes to the popu-
latiom in the form of transfers and subsidies,
whiich meduce the cost of healtheare, education,
housing, imtemal trnsportation, water and
glectricity and gasoline;

» Hoth parties are committed to an eco-
nommic ysterm in which the foreign multina-
tional control the major energy reverme
samres {the off - shoe sector), while the State
iz in firm comtrol of the on-zhore zector, This
has melegated the local private ssctor to the
m;crtatnnaﬂd:strﬂ:lutw]mfgxdimﬁm
S0 SETVices;

» Both parties appearnot o be comamitted
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to mansging the economey slong predent fiscal
lines—that is expenditure must not eoceed
Tevenue in any year umless as a result of an
umexpected emenpency =if they feal that they
can get away with nmming a fiscal deficit;

» Both parties zeem to be committed to
maintaining the system of the flat to rate at
25 per cart that has facilitated the rapid groowth
in ncome and weslth inequality in T&T;

» Both parties am committed o the main-
temamee of the sp-called *drty" float inwhich
the Centml Bank controls the dishursement
of a dgnificant pementags of the couminy's
foreign exchangs as well as sts the prics at
which the foreign ecchage is 20ld to the
pulic,

There are other ways in which the economic
pdicies of the NG md PRM are extreme Iy
similat, but ome has limited space,

The paint here iz, while there may be some
adwantages to having a largs measire of agmes-
ment on the main economic policies, there
iz very little doubt that while those policies
may have worked in the last ten yaars, they
will bea DISASTER if contimead for the nexdt
five years becauee of the great likelibood of
dechining pevenses,

What T&T neads now is the following:

» An administration that will aient the
economy towards the earning of foreign
enchange ad away from the spending of for-
ejgn exchangs;

« An administration that pesitions the
econoiny away fram its dependence on the
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generation of enemgy revenues from

eports fuch as odl, LG, ammo -
nia, et hanol, urea etc) and toward the gem-
emtion of non=energy revermes and by
increasing the vahwe-added component of the
local energy sector,

This iz 4 country that produces amomonia,
bt imports fertilizers, This i a coumtny that
produces iron and steel, but has faflad to
develop A steel indhetry. And TET isa coumtry
that outsources the marketing of its propane
and butane exports to foreign companies, 25
wearsafter Phoenie Pardk got into the the pro-
duction of propane and utanea;

= An administration that will remove the
shackles that keep the local private sectar
enslaved to importation and distribution;

» An administmtion that is able o genetate
enpugh additional revenue 50 that the incmeasze
in toes and the cuts in transfers and sutsidies
can be miti gated.

In the comtext of the need to pivot the
econamy away from the practizs that Michas]
Manley refemed to as money moving through
thi= coumtry 1ike a dose of salts, the question
needs to he aded whether the curment Boeign
exrhamge sysem—m immohils mte;
crisis interventions by the Central Rank to
=1 fomeign ecchangs to the market slong with
cable-induced, Amazon lilstyles—is appro-
priate to the future?

“Wom't an exrhangs mie that is moe espon -
=ive tomdemal and intemsl ealities be better
for T&T?
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