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Preface 
 
This little volume is remarkable, even before it is read, 
because it is a model for the future of Caribbean integration. 
My co-authors are from across the region, from Suriname in 
the east to Belize in the west, and from The Bahamas in the 
north to Trinidad and Tobago in the south. Everyone joined 
the project out of a conviction of the importance of the issue 
of fiscal sustainability, and for the opportunity to enrich our 
understanding of this controversial topic. We all worked 
together enthusiastically, and the experience has been richly 
rewarding for us all. I would therefore like to say a heartfelt 
thanks to everyone who participated in the analysis and 
writing of this book, and to offer congratulations to everyone 
for helping to produce a study which breaks new ground and 
makes a persuasive case for a novel and improved way of 
assessing fiscal sustainability. 

Our thanks go also to the Caribbean Centre for Money and 
Finance, its interim Executive Director, Dr Compton Bourne, 
and the staff of the Centre, for sponsoring the study, funding 
the participation of some authors, arranging and hosting 
conferences for the team, and assuming responsibility for 
editing and publishing our book. Collaborations of this kind 
have been among the most enduring outputs of the Centre 
over the years, and with the effective use of 
telecommunications they can be undertaken more efficiently 
than ever before. In this regard we hope our study will set the 
template for much of the future activity of the CCMF. 
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Our thanks go also to the Governors and presidents of 
participating central banks, for their endorsement and support 
of this project, to the staffs of the banks who provided our 
support, and to our reviewers, Dr Tarron Khemraj, Dr Shelton 
Nicholls, Dr Winston Moore, and an anonymous referee from 
the Centro de Estudios Monetarios Latinoamericanos 
(CEMLA), who all provided comments that helped to 
improve the book. As always with reviewers, they do not bear 
any responsibility for the views expressed in this book, and as 
with all publications of the CCMF, the opinions expressed are 
not intended to be representative of the views of any 
participating institution. 

 

DeLisle Worrell 
November 15, 2014 
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Introduction 

The adverse impact of sovereign debt defaults on the 
international financial system has occasioned intense interest 
in methodologies for assessing sovereign debt risks. This is 
manifest in an outpouring of studies, research which has 
uncovered the fact that the riskiness of sovereign debt is 
determined in each case by a complex interaction of factors, 
including Government tax, expenditure and financing policies 
over time, and the state of domestic and international financial 
markets. The large number of factors, many of them unique to 
individual cases, and the fact that social and political 
considerations enter into the mix, all serve to complicate the 
task of arriving at generalisations that are robust in application 
across countries. 

The most comprehensive approach to the problem, by the 
World Bank and the International Monetary Fund (IMF), 
attempts to address this problem by placing countries in 
categories, and developing guidelines specific to advanced 
countries on the one hand, and emerging market and 
developing countries on the other. They also classify countries 
by the strength of institutions and other factors that bear on a 
country's ability to finance high levels of debt. However, the 
Fund-Bank analysis is flawed in at least two critical 
dimensions, which may call into question the conclusions 
drawn from their analysis of sovereign debt: they concern 
themselves exclusively with the question of sustainability, and 
they use the same tools for small countries and large. 

The fact that a country's fiscal strategy is sustainable, and that 
debt obligations are serviced fully and on time, is not the only 
consideration in deciding whether that strategy should be 
continued. Other considerations relate to the efficiency with 
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