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INTRODUCTORY REMARKS

Mr. Chairman, Distinguished Governors, MembershefBoard of Directors,
Your Excellencies, Observers, Guests:

It is with a sense of homecoming that our Distiispeid Governors have gathered
here today in the impressive capital of the bealsland of Jamaica. | say this
because, as you will recall, the Agreement Estaioigsthe Caribbean
Development Bank was signed here in Kingston iro@et 1969 and because
you, Mr. Chairman, participated as Chairman in thstoric ceremony, as did the
Distinguished Prime Minister and Governor for Sicia, the Honourable John
Compton.

| venture to say that at that Meeting of Plenipb&eres a decade and a half ago,
few of the representatives of the signatory Govemisiwould have considered it
possible that the fledgling Bank would have grownapidly; at the end of
December 1983 the amount of matured paid-up cagitathe net income and
reserves in the Bank's Ordinary Capital Resourmexisat US$79 million or over
three times the initial authorised paid-up cafdlUS$25 million. Our loan
approvals now stand at US$431 million and our laartstanding at US$255
million. Our hard loans approved now amount to UB%hillion and our soft
loans to US$261 million. All in all we have fund4il6 projects.

Since | am speaking here in Jamaica, | take tleetiilof saying that a large share
of the Bank's lending operations has gone to tisitry. Jamaica has received
US$112 million in loans from the Bank - of which $8! million has been soft



and US$68 million hard. Our loans have gone tcstwors of agriculture,
industry, tourism, roads and transportation, loam®d lower-middle income
housing, telephones and water; and they includepiwgramme loans made by
the Bank for reconstruction after severe damagsexhby floods and hurricane.
Needless to say, as a result of a Project Ideatiin Mission from the Bank
which visited Jamaica last year, we are now hasifapk at a long pipeline of
possible additional projects for financing in Jaraaover the next five years.

Jamaica has for a long time been the largest ssigleeholder of the Bank, but
since last year its CARICOM partner, Trinidad arabago, shares this position
with Jamaica. The Government of Trinidad and Tobage good enough to
contribute a large amount of additional paid-up ealthble capital in order to
help maintain Commonwealth Caribbean control okerBank as our
membership from outside the Caribbean expanded.

Mr. Chairman, permit me to lapse into the thinkaighe typical banker, although
| am not one; while Jamaica has received finanajpgovals of US$112 million
from the CDB and disbursements of US$62 millios tdtal paid-up capital so far
amounts to US$11 million of which US$10 millionnsatured subscriptions.
Therefore, on the rather direct and materialistic@us of a hard-headed banker,
it would be no exaggeration to say that in casmsethe benefits of membership
in the Bank of Jamaica amount to about six timesctyst to date and the final
position when that calculus has worked itself oauld be about ten times.

But membership of a regional and internationalita8on such as the CDB is not
merely about putting in and borrowing money. loalsvolves being a good and
reliable member of the club. This country has llhg and on every occasion
given unstinted moral and intellectual supporti® Bank and has always played
a significant role at the level of both the BoafdG@vernors and the Board of
Directors. In this connection | must draw attentiorthe fact that the Director for
Jamaica, Mr. Horace Barber, is our longest serfdimgctor. He has been with our
institution from the very beginning in early 197@dahis role in the deliberations
of the Board of Directors has always been a higblystructive one.

FINANCIAL RESULTS OF OPERATIONSIN 1983

As | have done in past years, | will make onlywa f&ief remarks on the factors
that affected the financial outturn of the Bankidgrl983, since the Annual
Report presents what the Board of Directors comsittebe a very full report on
the activities of the Bank during 1983.

Anyone who looks closely at the progress of thekBarer the years will see
upward trends in the number of both hard and saft$; in amounts of money
approved and disbursed in such loans; in our meine; and in our Ordinary
Capital Reserves.

Because we have a Bank that is growing in its raativity of lending to its



borrowing member countries and because of timglysasents in the Bank's
lending rates for its Ordinary Capital Operatiahg, income from loans
continued to rise moderately in 1983. This perfarogacould have improved if
post-approval follow-up in some borrowing membeurdoies had proceeded
more expeditiously. Much time and cost (or, in otlverds, administrative
expenses) went into projects on which the Banknaitely could not lend because
the potential borrowers did not meet conditionschitwere critical to the success
of projects. Other project-related problems incthdéficulties experienced by
some borrowers in meeting necessary counterpattilsotions because of fiscal
difficulties; reduced viability of productive sectprojects because of domestic
and international market limitations; and delaygiaject implementation
because of a critical local shortage of essertiidts

The financial outturn was further affected as tla@lg like other institutions
engaged in investments in the international momelycapital markets, faced
steeply declining interest rates and a very confdiak of other currencies against
the US dollar.

ADJUSTMENT AND RECOVERY IN THE CARICOM ECONOMIES

| return today to a theme which my illustrious preéssor dealt with very ably
and very succinctly twelve years ago at the Se¢ontual Meeting of the Board
of Governors of the Bank held in St. Lucia in 19TBe then President sought to
analyse and prescribe for the growth of outpugitpr exchange and employment
in the economies of our borrowing member countries.

| will not attempt to summarise his remarks, exdegay that he saw the
outcome as being determined by four factors andhtiee-relationships among
them:

a. foreign trade policy;

b. exchange rate policy;

c.  productivity, resulting from investment in both gigal and human

capital; and
d. incomes policy.

It is now worth looking at this analysis again besatimes have changed and the
economic situation in the Region in 1984 is evemamoitical than it was in 1972.

| shall therefore devote most of my Statement éosttvere and critical economic
problems facing our borrowing member countries.

Discussion of this theme largely involves the notd "structural adjustment”,
which is a term frequently used in internationalremmic and banking circles
these days.



(@) Stabilisation, Adjustment and Transfor mation

Structural adjustment focuses on the use of maormenic policies and sectoral
policies and programmes so as to set the staghdaesumption of economic
growth and the reduction of the deficit on curraotount in the balance of
payments to a level which is sustainable.

Structural adjustment constitutes, as it werepfadd march" toward a process of
continuing growth, diversification and strengthenof the economy and hence
long-run, self-sustaining economic developmentibyeu will - structural
transformation of the economy. This latter situat®reflected in an internal
capacity to respond creatively to internal and mylkechanges and shocks with
speed and resilience. Indeed a developed or staligttransformed economy can
be regarded as one which is capable of making, ielttive ease, continuing
structural adjustments to new internal and inteéonal developments.

A clearer idea of what constitutes structural attent can also be gained by
considering the notion of "economic stabilisatioB&fore the oil shocks of the
last decade, economic stabilisation programmesdiahachieving internal and
external balance by ridding the economy of inflatamd/or balance of payments
deficits. Under such stabilisation programmes, figaliance was placed on
compression of aggregate domestic demand throwgagplication of
deflationary monetary, fiscal and, sometimes, ergbaate policies.

However, particularly over the last ten years,l#uk of internal and external
balance in the economies of developing countrieg Ima&e gone deeper than can
be put right by policies of mere economic stabii®g and a structural
adjustment programme is what is also called fot;amty must aggregate demand
be managed but an increase in aggregate supptyigtfeconomic growth and
structural change) is also required. This is bezaestain features of the world
economy may have changed adversely in a permarsgnt for example, the rise
in the price of energy, or massive increases iareal debt service payments, or
the loss or dimunition of an important source akfgn exchange earnings.

Economic stabilisation is a short-term problem whadl countries (both
developed and developing) must face from timert@tas a result of adverse
economic developments which are usually reversib&fairly short period say
one to two years. Structural adjustment in our toesrequires a medium-term
programme over a period of five to seven yearsamy cases, especially where
the situation has been allowed to deterioratedoddng, some measures of
economic stabilisation or demand deflation mustrofjo hand in hand with the
start of a structural adjustment programme. Andaassful adjustment
programme sets the stage for a continuing prodestsutural transformation of
the economy - towards a greater degree of econstn@ngth and higher levels of
economic development. Thus in these troubled asédttlad days many




developing countries find it necessary to introdwi@ultaneously, programmes
of economic stabilisation, structural adjustmertd atructural transformation. The
meshing together and sequencing of these threegmoges call for highly

skilled national economic and political management.

The international economic environment over thets years has been
unfavourable to many developing countries, inclgdiearly all the CARICOM
countries. Indeed, the structure and functioninthefinternational monetary,
financial and trading system have not taken fullp iaccount the plight of
developing countries in five fundamental respects:

e. The lower rate of economic growth in the developedntries (and hence
in the world economy) for the last ten to twelvang aggravated over the
last four years by the deepest world recessioredime early 1930s and
the consequent introduction by the developed casaf new forms of
protectionism against imports from developing coest

f.  The gross insufficiency of the availability, ané@jppropriate terms of
provision, of liquidity to the developing countrigssmeet their foreign
exchange needs. The rationale for this given byldweloped countries is
that the creation of more liquidity would fuel iafion. But this clearly
cannot be true of the developing countries whosdymtive capacity is
now greatly underutilised and whose burden of eledebt service is in
some cases extremely onerous.

g. The unavailability so far of any mechanism to congate developing
countries for permanent declines in their termgade resulting in large
part from the two oil shocks but also to some extiemm increases in the
prices of food and manufactures imported from tineetbped countries.

h.  The burden of adjustment is too often being plampdarely on the backs
of developing deficit countries with no reciprotairden being placed on
the developed and/or surplus countries.

i.  Very high interest rates caused by the pursuintfiaflationary policies
in the developed countries over the last few years.

(b) Major Characteristicsof Structural Adjustment Programmes

At this state | must make a few observations abdmeinature of structural
adjustment programmes in all developing countries.

First, structural adjustment must entail a redurctiothe standard of living of the
population of a country. It does not make econaseitse for the Government to
incur large fiscal deficits in order to maintainincrease expenditure. A reduction
in living standards is inevitable unless the copraain borrow quick-disbursing
free foreign exchange in large enough quantitiesamtain domestic



expenditure. But even so this does not solve thestdent problem; it merely
postpones it. Inflows of capital on appropriatertercombined with adjustment
policies at home constitute the key to the probl8tructural adjustment entails
lowering of the standards of living in the integest increasing domestic
investment, restoring economic growth and expandkpprts so that in the
medium-term, standards of living can be restoreticamtinue to grow thereatter.
There is no other way.

Second, while the structural adjustment problefunslamentally one of
increasing efficient and competitive productiorgdequate fiscal and monetary
policy responses can serve to lower productionl$eteea greater extent than
would otherwise be the case. This can happen indke where a Government
seeks to maintain and increase its spending byheavowing from the
domestic banking system (particularly from the CarBank). This leads to
inflation and even more so to a further drain arifgn exchange reserves, since
our small open economies have a high marginal pisigeto import. It then
becomes extremely difficult for the country to abteoreign exchange to finance
imports of inputs and capital equipment in all pimeductive sectors. Production
therefore falls way below capacity, factories cldsgn, agriculture yields
decline and after some time industrial plant andhireery run down for lack of
imported spare parts and replacement investmesdrrect macro-economic
policies can therefore serve to make the crisigrodluction deeper.

Third, structural adjustment must not be delayei.i$ delayed too long, the
situation gets out of hand. Arrears on funded delblteven on three months' trade
credit increase. What is even worse is the emergand growth of a flourishing
underground economy; this removes control of thenal economy from the
hands of the political authorities.

Fourth, the structural adjustment process coulddsed and shortened if there is
continuing world economic recovery. But at thiggetd certainly cannot say
whether the incipient world economic recovery Wil sufficiently deep, broad
and lasting and so of significant benefit to theedeping countries, including our
borrowing member states.

Fifth, structural adjustment is an extremely pdiod traumatic process for the
people of any country, particularly the poorer greut requires fairly high levels
of national cohesion and continuing communicatietween the Governments
and the people as a whole as well as interest greugh as trade unions and the
private sector. For these reasons it is a taskfesne political difficulty. One
only has to think of the social tensions generatedany Third World countries
undertaking adjustment programmes.

Finally, there is the issue of external financigbigort. Because of the obvious
socio-economic and political difficulties of implemting a rigorous adjustment
programme, the international community (both darentries and regional and



international financial institutions) should supipsuch efforts on as concessional
terms of financing as possible so that the extetaht service problem does not
increase unduly. Without adequate levels of extdmancial support on
appropriate terms, structural adjustment could teaskvere internal upheavals.
To emphasise once more, developing countries ssichirg need both adjustment
and financing.

(c) Structural Production and Consumption Problems of CARICOM
Economies

The major economic problems affecting the CARICOdmtries are only in part
the result of the world recession. They are alsa loihg-term structural nature.
Take the year of the first oil crisis in 1973. Iat year, West Indian standards of
living had certainly registered some improvemerdrdte long, bitter and harsh
period lasting well up to the early 1950s, thudipgtthe CARICOM economies
among the upper-lower and lower-middle income coesbf the world. This
improvement was due to two factors: the move teensal adult suffrage and to
internal self-government leading to higher levdl§&overnmental programmes
for economic and social development (supportechim Ipy external aid, mainly
from Canada and the United Kingdom) and the exeégt@md exploitation of oil in
one country, bauxite in two others and a tourisduaing environment in several
(both LDCs and MDCs). Yet underlying this situatitvere were still deep
structural weaknesses and consequent fragilityvahderability in our economies
in the year 1973.

The principal weaknesses were:

J.  aninsufficiently diversified structure of produwmti, exhibiting extreme
external economic dependence;

k. aweak food-producing sector producing for the llacal regional
markets;

|.  atraditional agricultural export sector (sugandraas, citrus, cocoa,
coffee, etc.) which was high-cost, often ineffidciand able to sell its
produce abroad only with assistance or prefereacaable in the United
Kingdom (and subsequently the EEC) and in Canatth; a

m. a manufacturing sector which, where it did not estnsf simple enclave
export industries, paying relatively low wages anth little or no
linkages to the rest of the national economy, &tadilargely of high-
cost, inefficient and highly protected industriesqucing for the domestic
and regional markets. (The instrument or proteatised was quantitative
restrictions rather than tariffs).

A patrticularly worrying feature of the underlyingyuicture of the economies
proved to be a serious drag on the internal geioerat savings and on the



consequent expansion not only of Government dewadop programmes but also
and more seriously on the growth of productiontipalarly in agriculture and
industry. This was a desire for high levels andgras of consumption in the
North American and West European style. This redut very high expectations
for the attainment of very high standards of living short period among large
numbers of the populations of the countries.

Mr. Chairman, as you yourself put it in Jamaicas Five-Year Independence
Plan some twenty years ago: "we have a race betd@aeriopment and
discontent”. We in this Region are long on consuompand short on production.

These underlying structural weaknesses inheritetd flnore than three centuries
of a colonial plantation monocultural economy wien¢her brought out as a
result of all that has been happening in the wedonomy over the last ten years.
Apart from the inherited weaknesses and the veep derld recession of the last
three and a half years, both bauxite/alumina aaaihindustry in the Region
faced great difficulties owing to long-term and midsely permanent shifts in
patterns of world trade and production in thesalpects. The tourism industry,
too, exhibited certain structural weaknesses inesohthe countries.

The result of these adverse changes was massmeceabf-payments and fiscal
problems in most of the more developed countrigssavere fiscal problems in
the LDCs whose existing monetary system made badance-of-payments
problems manifest themselves in severe fiscal agigiétary problems.

Fundamentally, the underlying cause of the weaérua-of-payments and fiscal
situations had much to do with grossly inadequatels of effi-cient production
at competitive costs of production in all the sexfaroducing tradeable goods and
services: agriculture, industry, tourism and mitserk order to solve our
balance-of-payments and fiscal problems there isther way but to achieve
much greater production of efficient and compegityvpriced goods and services
which can either be sold abroad or substitutednfigiorts. The key to Caribbean
structural adjustment and economic recovery istosiase production of new
sources of foreign exchange earnings and to genkigtier levels of internal
savings to exploit these production opportunitidss entails economic
diversification and changes in the structure otdpiiion and of foreign trade.
This is why we need structural adjustment in owneenies.

The one CARICOM country that was able, until rebend ward off balance-of-
payments and fiscal problems was, of course, tleeabexporter - a very small
one by world standards. But crude oil productiarergly started to decline in that
country and the situation was further worsenedheyfall in oil prices in April
1983. The effect of the oil boom in that countryswia greatly increase wage and
salary levels and other costs of production in@sabutside the highly capital-
intensive oil and heavy energy-based industriesalwloecause of their capital-
intensity, could pay very high wages and salari€sgse other less capital-



intensive sectors - export agriculture, domestrecaggure and light manufactures
- became uncompetitive largely because they cool@asily afford the high
wages and other costs which spread to them.

The result is that this country also now facesoseristructural adjustment
problems arising from the need to keep its cosfgaduction competitive, to
develop new sources of foreign exchange earniragicplarly by exporting

much greater volumes of manufactured goods, arah@ve a greater degree of
self-sufficiency in food. In the meantime, both @avment spending and private
spending are dropping and in the interests of aujeist have to be further
curtailed.

We in CARICOM are indeed all in the same boat. tBetboat need not sink.

(d) Objectivesof Structural Adjustment Programmesin CARICOM
Economies

We need to undertake properly thought-out and wigslly implemented policies
to promote economic recovery and indeed fundameatainstruction of our
economies.

From the foregoing it is fairly clear that the atijees of structural adjustment
programmes in our borrowing member countries mast b

n. arresting of present patterns of economic declimstagnation and
promotion of efficient economic growth and largevels of employment;

0. the development of new sources of foreign exchaageings and
efficient import substitution;

p. reduction of large balance-of-payments and fiseéicds to sustainable
levels in the medium term;

g. internal re-allocation of resources in the shogdiam and long-term
from consumption to savings and investment;

r.  measures to soften, as far as possible, some oiitiden of adjustment on
the poorer groups who, however, cannot be tothligided from the costs
of adjustment;

S. setting the stage for long-run development anccgiral transformation of
the economy; and

t.  setting the stage for a greater degree of econant@nomy on a regional
basis in the long run.

(e) Issuesof Development Strategy for the 1980s

The major issues of development strategy for tieegement of these objectives
are:



u. keeping the economies competitive - in the seresthieir costs of
production can facilitate the rapid growth of extegional exports as well
as_efficientimport-substitution;

v. agricultural transformation and rural developmenas,inter alia, to
increase the degree of self-sufficiency in local eegional food
production;

w. finding the right balance, sector by sector, betwedra-regional export-
oriented and national/regional import-substitutamtivities. (The sourcing
of certain factors of production, particularly dapior the public and
private sectors, entrepreneurship, managementeahdalogy must also
strike the right balance);

x.  finding the right balance between the developméiridigenous
entrepreneurial groups (particularly the non-tiadél ones) and
attracting inflows of direct foreign investment;dan

y.  finding the right balance between production ofi¢@ble and non-
tradeable goods and services.

(f) Macroeconomic and Sectoral |ssues Facing the CARICOM Economies

At the heart of structural adjustment is the adopbf the correct macroeconomic
policies (which provide an appropriate frameworkraientives and deterrents)
and sectoral policies and programmes. This desearbeef discussion.

Macroeconomic policies should have the overall afirpromoting efficiency in
the allocation of resources within the economyreasing national savings to
finance a greater share of domestic investmentaahtkving efficiency in the
domestic investment process.

There are several macroeconomic issues facing ARIQGOM countries.
(i) Tradeand Incentives Policy I ssues

The first is Trade and Incentives Policy. This rees itself into the
guestion of how to encourage more exports and eficgent import-
substitution. In this context we have to examireifisue of the phasing
out over a period of time of quantitative restoas imposed in the past to
protect the local and regional markets by limitorgeliminating imports
from outside. A subsidiary issue here is whethertarwhat extent higher
tariffs should replace quantitative restrictiongtas main instrument of
protection. In addition, we have to decide on whetand if so what,
fiscal and other incentives should be made avalabincrease exports to
extra-regional destinations. Another related subsydssue is whether the
granting of income-tax holidays for manufacturimgguction for the local
and regional markets can be justified if the m#joust in this sector is to
be towards extra-regional markets.



(i) Exchange RateIssues

The exchange rate issue also needs close examinkti® a somewhat
complex issue and therefore cannot be elaborated ap this occasion.
Suffice it to say that exchange rate adjustmemsamprehensive and
unselective and affect every facet of national ecaic life.

There is some degree of controversy as to theteféaess of exchange
rate changes in improving the balance-of-paymeh@ARICOM
countries. However, if a "positive” downward adposnt is made as part
and parcel of a package of operational plans atidigefor increasing
production and hence exports and lowering impdrteessential goods
and services, devaluation could probably work sitme degree of
efficacy in the Caribbean. In addition, when a dogs foreign exchange
reserves are exhausted there is no alternativédefansive" devaluation.

As is well known, the great drawback with downwadjustment of the
exchange rate is that it raises the cost of liwrsgde the country and
therefore has widespread socio-economic and evdicabimplications.
We may also get into the wage/price spiral: downhaatjustment of the
exchange rate, and an almost instantaneous conmipgniserease in
money wages, salaries and other incomes, furthendard adjustment,
higher wages and salaries again and yet furthendand adjustment and
so on. (Devaluation also increases the local cayreost of imported raw
mate-rials and other inputs into the manufactusector).

(i)  Selective Credit Controls

Selective credit controls to limit imports of ineatial consumer goods
and other luxuries (such as foreign travel) is icggractised by many if
not most developing countries - even in normal §inigut it is a policy
that can be used in a more restrictive manner dyrariods of structural
adjustment.

(iv) Import and Exchange Controls

Likewise, import and exchange controls can be bt during normal
times and as part of the programme of structuraisaicient. Such controls
are not always favoured by those who are very gtyosttached to the use
of the price mechanism rather than administratv@rols to manage the
national economy. But such controls can have tblage in programmes
of structural adjustment, since the use of theepmechanism such as
exchange rate changes and higher interest ratesiotdy themselves be
sufficient to correct the balance-of-payments.

(v)  Pricesand Incomes Policies



Prices and incomes policies are often an essaamponent in the
package of instruments used to promote economavesg and
improvement in the balance-of-payments. Incomegieslare needed to
safeguard the Government's Budget, to keep theoetpost competitive
and to promote equity not only "horizontally" beemerural and urban
workers but also "vertically" between different@mee groups, including
the employed and the unemployed. Their formulaéiod implementation
are complex matters calling for a high degree ohemic expertise
among the technocrats and a great deal courafe kvel of the political
leadership. Their objective is obvious: to relaeréases in incomes to
overall or sectoral increases in productivity ie #ttonomy and not to the
cost of living. The cost of living rationale forareased income does not
rest on intellectually firm grounds in the Caribbemuntries. In many
cases price increases at home result from incréagsles price of imports,
increases in indirect taxes imposed by Governmanti®m currency
devaluation. In the first case everyone in the tgumust suffer a fall in
real income. The objective of the latter two igremsfer real resources
from the consumer to producers and/or the Goverhmen

When import prices rise, if importers and distrdrgttry to pass on
proportionate or more than proportionate incres&séise consumer, the
Government has every right to impose price controls

The issue of subsidies is a politically difficulie It is clear that in many
cases subsidies should be removed or reduced én rdnprove the
Government's fiscal situation, as must the defiadsirred by Public
Utilities and other State Enterprises. On the caredhsome retention of
subsidies on essential food and other consumersg@bé reduced level)
may be necessary to relieve the poorer groupsadssive burdens. On
the other hand, since such subsidies are indistait@iand can benefit the
better-off groups, it may be better for the Goveenirto give cash grants
from the Budget to the really needy and vulnerable.

(vi) Mobilisation of Local Financial Resources

Since under structural adjustment programmes ahigtte of national
savings and consequently lower consumption lewelslf groups are
essential, all the important issues arising froeatgr mobilisation of
national financial resources (including a policyhadher local interest
rates) and the size and composition of the pubklitos investment
programmes arise. These issues are, Mr. Chairrmamels known to all
the Distinguished Governors that | will not say myaxcept to note that
most CARICOM Governments need to spend more im teeurrent
budgets on the maintenance of physical economicacidl
infrastructure.



(vii) Institutional Development

Structural adjustment also requires institutioretelopment in many
areas and the increase of the capability of theamurasources of the
country. It therefore involves such matters asnesai, managerial and
vocational crash training courses of different g/pad at different levels;
attempting to promote better management and eetneprship in the
local private sector; reform of the public sectod amprovements in
planning and implementation. Again these issuesvateknown and do
not require elaboration in this forum.

(viii)  Sectoral Priorities

| will not for the same reason develop the issdegppropriate sectoral
policies and programmes, except to stress thatifyrimust be given to
the Food and Energy sectors and to promoting expdrnanufactures
outside of the Region.

(ixX) TheRegional Integration Dimension

In talking about structural adjustment in our ecores we must always be
mindful of the regional integration dimension. Washnot permit our
greater orientation of the manufacturing sectoraias extra-regional
markets to weaken the cohesiveness of our CaribBeamtmunity. We
need each other not only in intra-regional trade tfhe problems of which
we must find creative solutions) but also in jafforts in production,
other forms of economic cooperation to promote stdjient, cooperation
through establishment of Common Services and Rddsperts, joint
efforts to secure external financial resourcesalp with adjustment, and
strengthening our external bargaining power in eatin and diplomatic
matters through joint policies and coordinatedaangi

It is hardly worth saying that each borrowing memdiate should choose
the package of macroeconomic and sectoral poli@essuited to deal
with its own individual problems. However, in verytical cases nearly
all of the measures discussed above may well ltale applied - no
doubt in varying degrees of severity. But whatdherrange of measures
and their degree of severity, the regional dimemgionational adjustment
programmes must never be overlooked.

IV. POSSIBLE CONTRIBUTION OF CDB TO PROMOTING
STRUCTURAL ADJUSTMENT IN THE REGION

| now turn finally to the kind of contribution thtte Caribbean Development Bank can
make to structural adjustment in the Region.



The Bank has always recognised that: (1) whilenfime assistance is a hecessary
condition to foster adjustment and developmertgitainly is not a sufficient condition;
(2) that in many cases the adoption of the riglitpas sometimes worth, and can
displace, millions of dollars in financial assistanbe it loan or grant; and (3) self-
sustaining and lasting development can only benatlain today's world with some
degree of sacrifice and self-reliance.

Taking these considerations into account, the Baviiknagement, in an effort to provide
some measure of support to the Region's adjustamehtievelopment, proposes to
submit to the Board of Directors proposals for:

a. developing a variant of structural adjustment lagdivhich will provide financial
support for structural adjustment measures, pdatilguas these relate to the re-
organisation of critical export sectors, withouanbing the Bank's procurement
guidelines or reimbursement procedures. If thengeeent is acceptable, only a
small proportion of the Bank's resources will beckannelled and every effort
will be made to co-finance supply-side orientedgoamnmes with the other
international institutions;

b. paying even greater attention to the macroeconemiconment and its impact
and implications for major projects. The intentloere is_noto impose
macroeconomic conditionality on project lending tidentify and to bring to
the attention of borrowers the macroeconomic cairg which may frustrate the
optimal development of the project and so attempiniprove the project's
environment;

c. assisting, independently or with other agenciedeweloping the capability for
generating a statistical base and engaging in esmnalanning, national
economic management and policy formulation in tael8s member countries
desirous of such assistance. Such assistance leurdthe form of continued
participation in CGCED economic missions, trainingpational economic
management, technical assistance in establishatigtgtal and planning units;
and

d. making available to countries, on a request basissmall team of dedicated and
committed economists who have been collecting datbmaking analyses of
economic performance and prospects of the varioustoes and who assist the
borrowing member countries in relevant capacitiesiuort assignments. Areas in
which they can prove useful include: formulatiorpoblic sector investment
programmes; identification of desirable economikiques to be pursued and
making assessments of their macroeconomic impakcinaplications; and in
economic planning exercises generally.

The Bank is always prepared to place its slendsnunees at the disposal of the
borrowing member countries. It would give the Bamé greatest satisfaction; and the
results of our efforts would be significantly grewaif there could be greater dialogue and
exchange of views on major economic issues, thdeglting to more intensive
cooperation between our Bank and our borrowing negrobuntries.



