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ABSTRACT 

AN EXP LORATORY ANALYSIS OF THE DETERMINANTS OF PRIVATE 

INVESTMENT IN DEVELOPING COUNTRIES: THE CASE OF 

TRINIDAD AND TOBAGO (1966-1987) 

I rma Rattan 

In recent t imes many Governments,  have been 

target ing the pr ivate sector to re juvenate their  a i l ing 

economies. This has been the case in Tr in idad and Tobago 

where the Government has ar t iculated i ts  commitment to 

the promot ion of  pr ivate sector investment.  

This thesis using the f lexible accelerator model o f  

investment (modif ied to meet the speci f icat ion of  

developing countr ies by Tun Wai and Wong (1982),  

at tempted to ascertain the var iable(s) that  impacted most 

s igni f icant ly and also in a posi t ive manner on domest ic 

pr ivate sector investment in Tr inidad and Tobago. 

Using th is approach, our resul ts suggest that  the 

three most important explanatory var iables with respect 

to domest ic pr ivate sector investment in Tr in idad and 

Tobago are:  
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1) Government investment (GGCF);  

2)  Domest ic pr ivate sector GDP (PGDP); and 

3) Net Foreign Reserves (FR).  

Our major f inding and departure from the Tun Wai and 

Wong s tudy is  the role that  the level  of  fore ign reserves 

play in inf luencing domest ic pr ivate sector investment 

decisions in Tr in idad and Tobago. 

Our resul ts suggests that  the level  of  foreign 

reserves inf luences the domest ic pr ivate sector in a 

number of  ways and through a number of  channels.  In the 

f i rst  instance the fore ign exchange earned by the 

petroleum sector is  a major revenue stream for 

government.  Secondly,  the fore ign reserves act ing through 

the monetary base in f luences the level  of  credi t  

avai lable to the pr ivate domest ic investor.  Our research 

fur ther suggests,  that  in an economy which is  so 

dependent on imported goods, part icular ly capi tal  

equipment,  the level  of  foreign reserves a lso acts as a 

conf idence var iable to the prospect ive domest ic pr ivate 

investor.  The level  of  foreign exchange that  the country 

is  earning in th is regard acts as an index of  conf idence 

which, in the f inal  analysis,  determine the v iabi l i ty  of  

a project  which is  heavi ly dependent on imported capita l .  


