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Executive Summary

This is the first country strategy evaluation of Barbados commissioned by the Office of Independent
Evaluation. It covers two strategies: the 2010-13 Country Assistance Strategy (CAS) and the 2015-18
Country Strategy Paper (CSP). It also comments on the developments in the first year since the new
government formed after May 2018, going slightly beyond the CSP period (by an additional 6 months) since
these are highly relevant to the issues covered.

Context

Barbados is CDB’s largest borrower and has relatively high levels of income, education and social stability.
The context for the CDB program in Barbados over the last 10 years has nevertheless been very challenging,
in two main areas. First, the economic trends were adverse for most of the period and a crisis was reached by
2018, which is now being addressed. Second, there was a major constraint in terms of absorptive capacity
for taking forward investment projects — an implementation gap

The Barbados economy was hit by a difficult world economic situation after the 2008 financial crisis. It
experienced deteriorating fiscal and external deficits, with long-term erosion of both competitiveness and
income growth. This culminated in a crisis point when urgent reforms were required, some of which have
now been undertaken with support from the IMF and International Financial Institutions (IFIs) including
CDB.

Since 2018, there have been improvements, with a recent favourable report from the IMF noting the fiscal
consolidation and recovery of foreign exchange reserves. When this Country Strategy and Programme
Evaluation (CSPE) was carried out, Barbados had restructured its domestic debt and reduced its fiscal deficit.
It remained in selective default (to external creditors)®. Finding sources of renewed economic growth and a
rebound in private sector investment were critical issues, not yet resolved.

MDB project implementation has moved very slowly, despite a broadly capable civil service. Design,
approval and execution have been perennially difficult, and the country has been consistently unable to draw
down allocated project funds on time. This has recently been compounded by fiscal constraints, with public
spending restricted to critical areas only.

Other important contextual factors which affect how CDB responds in Barbados include:

o the threat posed by extreme weather events, which have not recently impacted Barbados but had
massive effects on several countries in the region.

e the potential social effects of the economic crisis, in a country which has traditionally enjoyed high
levels of social cohesion but is now facing difficult decisions on social welfare, taxation and
spending.

o key issues related to gender, the role of women and men in society, hidden but serious challenges on
gender-based violence, and rising levels of crime. If continued, the latter could impact on the all-
important tourism sector.

! Subsequent to the period of this evaluation, the restructuring of external debt has been completed. On November 16
2019, S&P Global Ratings upgraded Barbados' long- and short-term local-currency sovereign issuer credit ratings to B-
/B from SD/SD, or selective default, after the country's government completed its local currency debt exchange.



The CDB program in Barbados

The CAS (2010-13) and the CSP (2015-18) provided clear and useful analysis of the needs of the country
but were not actually used as corporate tools — at least not directly or in any real sense of accountability — for
driving decisions on how CDB engaged in practice. This situation is not specific to Barbados, and CDB has
recognized that it needs to find a new way of developing and using CSPs. The latest thinking on country
engagement strategies, including the example being piloted in St Lucia, is a promising way forward.

Meanwhile, the CDB portfolio in Barbados seems to have evolved in an incremental way, and (with the
exception of the 2018 PBL) at a slow pace, responding to each need as identified by the government and
project leads, on merit and as circumstances dictated.

There have been some positive developments since 2018. Once the conditions and need for economic reform
were clarified, an important programmatic series of Policy Based Loans (PBLs) was instigated. The first
loan, with related technical assistance, was used to address the fiscal situation. A second was being planned
at the time of the evaluation?, which among other things aims to address social issues that have up until now
had a relatively lower profile than the excellent Barbados Country Gender Assessment (CGA) would have
indicated they should have.

Relevance

The strategic relevance of the CDB strategies and program in Barbados has been high. All the pillars and
themes identified in the strategies have proved to be of enduring relevance — in many ways they were
prescient, and it would have been very valuable for the country had they been followed through more
intensively. The operational relevance of the program has been more questionable, in two respects.

e First, CDB seems not to have given sufficient consideration to capacity for implementation and
realistic timescales in design of projects, given the context in Barbados.

e Second, two of the main themes in the strategies — environment and support to competitiveness and
private sector led growth — were not followed through in any convincing way.

Effectiveness

Despite the challenges, CDB has some strong comparative advantages and is reasonably well positioned in
Barbados. Its detailed knowledge of the region and country context is valued by the government and partners.
The most important contribution has been on economic reforms, dialogue and financial support — in that CDB
stepped in quickly to provide a timely and much needed PBL in 2018 during the economic crisis. It operated
effectively in this context, working closely with the IMF and the government, while also offering economic
advice and policy dialogue behind the scenes.

It must also be acknowledged however, that for most of the 10 years considered in this evaluation, the
measurable results achieved by CDB’s program in Barbados are hard to identify. Of the 11 projects
considered for this evaluation, only 4 proceeded to completion in that period, and just one has a project
completion report with any documented results. The question of whether there was any sustainable impact
is then hard to answer, since most of the projects have not yet been completed. CDB did not, for much of
this period, find a way to support effective delivery of investment lending. In the view of some senior staff

2 Subsequent to the evaluation, this second policy-based loan in the programmatic series has now been approved.



in CDB, this situation is now being addressed, but it is too early to assess the evidence for this in the present
evaluation.

Implementation gap

As already noted, the dominant theme in this evaluation has been the slow pace of implementation for projects
in the public sector. This “implementation gap” was often ascribed by interviewees to the nature of
bureaucratic procedures and decision-making. It is by no means a simple issue, and seems to be driven by a
combination of factors, some external and some internal to CDB. External ones include:

e Capability within government and state-owned enterprises to deliver within agreed timescales.
e Highly centralized decision-making (many decisions having to go to Cabinet).

e Turnover of staff within key ministries and public sector agencies, and the effect of significant
public sector downsizing (around 2,000 staff in the public service) as part of the BERT.

e A marked reluctance (now starting to change) to cancel projects that have stalled.

Factors where both the government agencies and CDB play a role:
e A need for more realistic timescales and designs.
e A need for a good mutual understanding of systems, procedures and requirements.

e Strategies for dealing with the changed fiscal and risk environment.

Factors internal to CDB include:
e How the country team works, its processes and systems.
e Incentives around project approval versus implementation and supervision.

» The extent of engagement by CDB project officers with external stakeholders during project
preparation and with government and implementing partners during the project itself.

A good initiative has been the outreach and training to GOBD on procurement requirements. Tailored
technical assistance, responding selectively to the GOBD’s own public sector reform agenda, would be a
further promising avenue.

CDB support to the economy

During the larger part of the period covered by this evaluation (2010 to mid-2019), the traction that CDB was
able to achieve on economic dialogue was quite limited. After the new administration came in with a strong
mandate for a change of direction, CDB together with IMF, IDB and the World Bank (WBG) engaged
quickly. There was good dialogue and cooperation between the IFIs and government. The first PBL in the
programmatic series has played an important role in addressing fiscal challenges.

The next challenge will be following through on the fiscal consolidation with wider economic reform and
restructuring. The capacity to achieve this is untested, and the use of social safety nets to protect vulnerable
groups against the likely social impacts will be key to sustainability. As was noted by several key informants
and in the IMF’s analysis, renewed growth will also be crucial. The resolution of debt issues and the fact
that confidence in economic management is now improving should help to encourage foreign direct
investment.



Social sector and gender

CDB has done thorough analysis of social and gender issues in Barbados, yet the degree of follow up on the
gender priorities set out in the CSP or on the entry points set out in the Country Gender Assessment (CGA)
has been somewhat limited.

The second PBL is a key step in this area, resulting from serious analytical work, but some key entry points
on gender identified in the CGA are not so obviously being followed through. The CGA provides a thorough
and sobering analysis on gender issues in Barbados, which are perhaps not widely enough understood.

While the CDB has been making steady progress on implementing gender mainstreaming at one level —
within its projects — and raising awareness among project officers, at a more strategic level it is less clear
what progress has yet been achieved.

CSP Management

The CSP provided a relevant and thorough analysis, and the issues identified in the CAS and the CSP have
remained important and relevant. Had the CSP been more consistently followed through, some of the issues
which have proved to be most challenging might have been addressed earlier.

A positive development is the “Country Engagement Strategy” approach, now being tried in St Lucia. This
is characterized by a focus on fewer areas, which are clearly deliverable, within a shorter timescale, with
much more sustained engagement with the government. This needs to be seen alongside a new approach to
delivery and prioritization, driven by the government itself and aligned to the political cycle.

Climate resilience, renewable energy and energy efficiency

The climate change threat is seen by the government as a key priority. Climate resilience, renewable energy
and energy efficiency provide an opportunity for investment-led growth and were correctly signalled as
important in the CSP. Actual CDB involvement has been limited. The Bank plays a key role at the regional
level but the division of labour which has emerged focuses its attention more on OECS countries while IDB
is the main player in Barbados, with greater resources and a well-established presence. There is perhaps an
opportunity for CDB to play a bigger role, but at present it is not well positioned in Barbados on these issues.

Results and sustainability

A key achievement of CDB, towards the end of the CSP period, has been support to the economic reforms
over the past 18 months, provided jointly with the IMF and the IDB. Certain investment projects have
progressed, and been highly relevant, but the slow pace of implementation has meant relatively few tangible
or demonstrable results over the two CSP periods.® A key contribution on sustainability is likely to have
been CDB’s support to the economic reform process, helping to stabilize the imbalances in the economy and
build a platform for further restructuring and reforms.

3 The second loan under the programmatic PBL series is potentially very important, and one of the key conditions for it
to proceed has now been met with the recent agreement on restructuring of external debt.
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Recommendations

Recommendation 1:

Continue to adopt a more realistic approach to project design — working with the
government to achieve realistic implementation schedules including conditions for
timely approval, disbursement and, ultimately, completion.

Recommendation 2:

Develop a strategic approach to supporting government on public sector reform to
address the implementation gap.

The implementation challenges of operating in Barbados were the most consistent theme in key informant
interviews and have been recognised for many years. While practical solutions are being found, there is
more that CDB can do to address issues raised by key informants. These include the issue of incentives
to get projects approved which later suffer delays due to factors which might have been foreseen based
on prior experience. Recent work on improving mutual understanding in key areas such as procurement
is very helpful. There is a recognition of challenges on the part of GOBD, and an apparent openness to
further assistance in addressing them. As well, there may be an opportunity for CDB to engage in a wider
strategic approach to public sector and institutional reform, potentially supported by TA lending.

Recommendation 3:

Reform and pilot approaches to the country strategy process, supported by changes to how
the country team works together.

While the Barbados country strategies provided excellent analysis, there was limited follow through,
including in addressing key gaps on the private sector, growth and public-sector reform. The need for a more
engaged, operationally relevant approach to country strategies and to assessing and delivering country results
has already been recognised in the Bank’s ongoing work on business process reengineering and piloted in a
draft St Lucia “Country Engagement Strategy”. This portends a more streamlined approach to country
strategies, focused on what can be delivered within the political cycle, with increased monitoring and
assessment. Such an approach would add value, merit the amount of investment in the analysis, and be more
operationally relevant.



Recommendation 4:

Advocate for greater efforts in climate resilience, adaptation, and DRM. This could involve
use of existing Bank instruments; evolving new ones (such as a Catastrophic Deferred
Drawdown Facility); blended instruments with relevant partners; and facilitated access to
global funds (e.g. Climate Investment Funds, Green Climate Fund).

CDB has an established role in disaster management in the region, and to date the IDB has been prominent
in renewable energy/energy efficiency in Barbados. There is however an opportunity to identify financing
opportunities to address gaps in the related climate change adaptation and resilience areas. With that in mind,
the CDB should continue to actively pursue its dialogue with the Government of Barbados and relevant
partners (e.g. EIB, IDB, GCF), with a view to identifying and testing innovative financial solutions (e.g.
blended finance) in this dynamic market.

The CDB could make particular efforts to facilitate access to relevant global funds (e.g. Climate Investment
Funds, Green Climate Fund) with a view to identifying and promoting bankable adaptation and resilience
projects. The CDB should also continue the efforts to mainstream climate change across its portfolio,
including addressing the technical skills gap in this area, notably around climate vulnerability assessment and
climate data more generally.

Recommendation 5:

Assign greater priority to growth and private sector development within the Barbados
programme going forward.

Prioritisation of the growth and private sector pillar of the BERT, including specific reform initiatives in
areas of identified need (e.g. bankruptcy code, access to credit, judicial system), with realistic, achievable
and measurable targets will be important going forward.

Based on the CDB’s comparative advantage, this could include long-term technical assistance to government
and prioritisation of this pillar in the next PBL of the programmatic approach. Identifying and strengthening
the most relevant partnerships (e.g. EU, IFC, WBG), especially for technical assistance and grant funding
should also continue.

Recommendation 6:

Continue to develop and implement a more in-depth and concerted response on gender (as
envisaged in the CGA) and more broadly in the social sector, including supporting the
government in developing a systems level approach to social protection reform across
various Ministries.

Vil
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There is a need to develop a more convincing range of responses to the gender and social issues that are
emerging in Barbados, in the context of the fallout from economic reforms, and following through on analysis
already done. The specialist technical assistance provided by CDB as part of the recently approved PBL
offers a key entry point and vehicle to deliver this, as a way of supporting gender responsive planning,

programming and budgeting; and helping to support evidence-based social protection systems reform in the
context of economic reforms.
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1 Introduction

1.1 Background

This Country Strategy and Programme Evaluation is the first that the Office for Independent Evaluation
(OIE) has undertaken for Barbados. It was commissioned in order to:

e Assess and reflect (in a streamlined way) on the performance of the Bank’s programme during the
period of the last two country strategy papers.

e Provide critical thinking on what the changed operating environment in Barbados means for the
next strategy, drawing on relevant experience from other MDBs.

e Enable CDB to consider their strategic choices at a critical point in Barbados’s policy and economic
situation, with a substantially changed operating environment, a different risk profile and a likely
different type of engagement focused more on policy-based lending.

e Feed into an ongoing discussion within CDB on its approach to country strategies.

The primary intended audience for the evaluation’s findings is those involved in designing the next CSP
for Barbados and those involved in designing country strategies. More broadly, the evaluation is intended
to be useful for the Board of Directors, CDB senior management, the Government of Barbados (GOBD),
and other development partners.

1.2 Evaluation Methodology

The overall approach is a utilization-focused country evaluation following a mixed methods approach using
the ECG Good Practice Standards for Country Evaluations as a reference standard, although the evaluation
methodology is somewhat streamlined to fit with CDB’s requirements. The approach here includes
stakeholder mapping, document review, a selective portfolio review including data analysis of any project
reviews and project data, and semi-structured interviews with key informants within CDB, Government of
Barbados and among partners/stakeholder organizations. A highly detailed thematic analysis that might be
a feature of country evaluations in a large MDB is not justified in this case.

Data were gathered through document review and analysis of CDB data relating to Barbados, an inception
visit in June 2019 and a main mission in October 2019. Interviews were conducted with 46 key informants
including a wide range of staff within CDB and external stakeholders. Three project site visits were carried
out. The full list of interviewees is attached at Annex 3 and included a good balance of CDB staff, senior
government officials and public-sector staff involved in the projects, and key informants from external
stakeholders in Barbados.

The main evaluation tool is the evaluation matrix (see Annex 2) which is structured in the normal way
around the standard evaluation criteria of relevance, effectiveness, efficiency and sustainability.  The
evaluation questions contained in the ToR (see Annex 1) were slightly revised during the inception phase,
and further explanation is contained in the inception report.



1.3 Scope and limitations

Changes in scope relative to the Terms of Reference, and certain limitations of this evaluation are noted.

First, although this is an evaluation of the two country strategies, the focus of the analysis has of necessity
been less on the CSPs themselves and more at the project and portfolio level.

This is because (as explained in more detail later in this report) the country strategies have not been used
as the main vehicle for operational decisions on how CDB works in Barbados. This is not specific to
Barbados. The experience with how CDB uses country strategy instruments in other countries has already
been discussed separately in the OECS evaluation. They have not been the main driver of country work
and a substantial rethink is underway to make them more streamlined and aligned with the political cycle
and operational feasibility. This work is fairly advanced and a pilot of a new Country Engagement Strategy
vehicle is underway in St Lucia.

Second, the evidence base and building blocks which would normally feed into a country strategy
evaluation are quite weak in this case.

e While the CAS or the CSP had results monitoring frameworks at approval, they were not monitored
in a way which tracked results or produced a dataset that can be used to assess them.

e There were very few project completion reports (and no project evaluations) to draw on, to provide
evidence on the results achieved. Less than half of the projects considered as relevant for the
evaluation were completed in the 10-year period. As Annex 5 shows, of the 16 projects that were
ongoing between 2011 and the first half of 2019, 7 were completed. Two of these were older
projects which predated the CAS and are out of scope, and one of them, the 2010 PBL, came right
at the start of the strategy. One was a regional project. This left three projects, which were
completed and directly relevant to the country strategy evaluation process. Of these, one had a
project completion report at the time of the evaluation.

e The database of project supervision reports, and annual reports on the overall CDB portfolio were
a main reference. However, these do not provide detailed evidence on outcomes and performance.

e Onthe other hand, a rich and relevant source of material was the country gender assessment (CGA)
carried out in 2016. OIE’s evaluations of the GEPOS, and of policy-based lending (PBL) were
also highly relevant and included references to Barbados.

o Portfolio reviews for Barbados were carried out by Operations, including in 2018.

Third, the original time period for the evaluation was 2010-18 but it was agreed to extend the discussion to
include the period up to the middle of 2019. This allowed consideration of the important events from when
the new government came in, the Barbados Economic Recovery and Transition Plan (BERT) was
instigated, and CDB stepped in to help provide support, as well as recent work on large projects and on
redesigning the CSP instrument.
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2 Country context

2.1 Economic and financial context

This section considers the economic and financial context during the period of the last two country strategies
(2010-18) and the first half of 2019, and its relevance for how the CDB programme evolved.

As a small island state with a population of 285,719 people (2017) and a per capita Gross Domestic Product
(GDP) of USD16,699, Barbados is classified by the World Bank as a high-income country.* However, it
has a fragile macro-economic environment, declining productivity and competitiveness and is economically
reliant on two sectors: tourism and the international business and financial services sector. During the period
covered by this evaluation there were important developments in the economic and financial situation, and
a crisis point was reached in 2018. This resulted in the country seeking financial support from the IMF and
other IFIs to bridge the gap while fiscal and external balances were being corrected. Barbados subsequently
moved into selective default on its external loans and its credit rating declined®.

More positively, the new government has been successful in agreeing and driving reforms, reducing the
fiscal deficit and building up foreign exchange reserves, supported by the IFls. The improvements in the
economic situation so far — at least in correcting the fiscal and external imbalances and meeting targets for
structural reform — are noted favourably in the latest IMF staff reports, although a recovery in economic
growth is still awaited. These various developments are discussed in more detail below.

Adverse trends in the Barbados economy have led to fiscal and external imbalances. A consistent
theme during the two country strategy periods was a long-term and steady worsening in the macroeconomic
situation, particularly the external debt and fiscal position, with a subsequent effect on Barbados’s credit
rating and ability to borrow in external financial markets. Going back to 2009, and following the world
financial crisis, all countries in the region found their economies affected. In Barbados, GDP contracted
by nearly 5%. While in some respects, the economy of Barbados stood up well initially to the crisis, things
deteriorated subsequently and between 2012 and 2018 the debt-to-GDP ratio increased to peak at around
170%. This was not just a result of fiscal and financial policy. The longer-term trends in competitiveness
and growth were also adverse. Barbados had been a powerhouse in the region together with Jamaica, but
it has lost ground.

These changing circumstances have resulted in relatively weak economic growth, averaging 0.8% since
2013 coupled with a persistent current account deficit and (through 2017/18) a large fiscal deficit. It
therefore faces a combination of long-standing challenges associated with being a small open economy as
well as new challenges such as economic stagnation, weak competitiveness, fiscal instability, social
inequities and climate change.®

4 Barbados Growth and Development Strategy 2013 - 2020

5 The restructuring of external debt has also subsequently been completed. On Nov 16 2019, S&P Global Ratings
upgraded Barbados' long- and short-term local-currency sovereign issuer credit ratings to B-/B from SD/SD, or
selective default, after the country's government completed its local-currency debt exchange.

& Terms of Reference, Country Strategy Programme Evaluation Barbados, Caribbean Development Bank, 2018



Table 1: Key economic indicators over the period 2008-2018

CURRENT
REAL GDP CPI General Govt
GROWTH INFLATION Gross Debt AEICOUINT UNEMPIBOYMENT
(ANNUAL %) D) : BALANCE &)
(% OF GDP) (% OF GDP)

2008 0.9 7.3 83.4
2009 -4.9 4.4 100 -6 10
2010 -2.2 6.5 108.2 -4.6 10.3
2011 -0.8 9.6 112.6 -11.8 11.2
2012 -0.1 2.4 123.7 -8.5 11.5
2013 -1.4 1.2 135.2 -8.4 11.6
2014 -0.2 2.4 139.2 -9.2 12.3
2015 2.2 -2.5 146.7 -6.1 11.3
2016 2.3 3.8 149.1 -4.3 9.7
2017 -0.2 6.6 157.5 -3.8 9.9
2018 -0.5 0.0 124.5 -2.4 10.1

These elements contributed to a balance of payments crisis, combined with an institutionally weak public
sector and a poor framework for business. Overall, the trend in macroeconomic outcomes has been sub-
optimal, including high export concentration, poor export performance, low growth, protracted fiscal
deficits and high indebtedness. Central government debt, which peaked at more than 150% of GDP in
2016/17, still stands at more than 120%. Barbados frequently scores well below the Latin America and the
Caribbean regional average and single country benchmarks (e.g. Jamaica) on Doing Business Indicators,
performing particularly poorly on obtaining credit, enforcing contracts and protecting minority investors.”
The Distance to the Frontier Score of 20178is a key indicator of the BERT Growth Pillar and CDB PBL.

Increasing pressure for macroeconomic reform. As competitiveness and growth faltered, and foreign
exchange reserves declined, it became increasingly obvious that macroeconomic reform would be required.
It was very important for the external creditor situation to be addressed because of implications for the
credit rating. The reality was that the Barbados economy was facing a hard constraint on external debt and
foreign exchange reserves were dwindling. Indeed, one of the dilemmas faced early in the current
administration was the credit position, and despite support from the IFIs, the country had quickly moved
into selective default.

New administration strongly committed to economic reforms. The new administration of Prime
Minister Mia Mottley came into power in May 2018 with an overwhelming majority and clearly signalled
that it would give high priority to addressing the economic situation. It announced the Barbados Economic
Recovery and Transformation Plan (BERT) as its strategy for addressing the crisis, supported by the IFIs.

" (Doing Business Indicators: Barbados 2020).
8 As of 2019, this is now renamed as the Ease of Doing Business Score, although the methodology remains the same.
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By this time, the country was facing major financial imbalances and a decision was taken to move into
selective default with external creditors.

In fact, economic reforms had also been on the policy agenda and had been talked about for several years
prior to this, although it was from 2018 onwards that things moved forward rapidly. The IFls had been
ready to engage for some time and provided advice when requested. The government’s clear appetite for
reform provided the context in which they could engage closely on policies and offer policy-based lending
support. There was rapid and close consultation between the government, the IMF, WBG, IDB and CDB.°

The economic position is now improving. As the latest IMF staff reports indicate, the economic situation
has now progressed significantly, with improvements in foreign exchange reserves and the fiscal position,
helped by the package of IFI support. At the time of this evaluation the government had completed the
domestic debt restructuring and agreement was imminent on external debt restructuring®®. The total debt-
to-GDP ratio has declined from 158% to 125.7% of GDP. Barbados is on track in meeting the key
guantitative and structural benchmarks so far, including on pension reform, central bank, and restructuring
debt around the national insurance scheme.

Sustaining the reform process depends on a recovery in economic growth. Despite these positive
developments, the situation remains delicate as economic growth is currently weak and the country — given
its credit rating — is dependent on the financial resources of the IFIs. Sustaining the reform process will be
demanding as the fiscal targets (initially 3% surplus, already achieved, moving to 6%) provide a ‘hard
constraint’, made more demanding if the backdrop is a flat profile for GDP and tax revenues.

In the view of those interviewed!! for this evaluation, some of the most difficult policy decisions are still
to come. One of these decisions has since been dealt with, that is, the restructuring of external debt. Other
challenges include tax and spending reforms including reduced flows to state-owned enterprises. A positive
factor is the government’s strong political mandate. An important implication, which affects the context
for decisions on investment lending by the IFIs in areas such as infrastructure, is that the government’s
spending will have to focus on critical areas. Indeed, there is very limited room for capital spending: just
2-3 % of GDP. This has required the IFIs to be focused and to work with the government to get a very
clear sense of what the priorities are.

Private sector-led growth is crucial. As noted, the sustainability of economic reforms depends on a return
to economic growth. A key issue is how far the fiscal retrenchment potentially opens the way for increased
private sector activity. The program agreed with the IMF includes measures aimed at addressing private
sector development issues, including improving the environment for doing business and encouraging
investment in sectors such as tourism. Upgrading the capital stock in the hotel sector and urgently
improving the level of private sector investment are seen as critical, and in this context the improved, more
stable macroeconomic and fiscal context over the last 18 months is an important development.*?

® This shared approach on stabilising the economy does not imply that CDB was in agreement with the government
on all of the decisions taken, for example the policy decision of the incoming administration in 2018 to abolish tuition
fees for undergraduates. This was probably not something that CDB economists would have seen as an urgent priority
given the fiscal situation.

10 Agreement was reached shortly after the evaluation mission was completed.

11 The full list of interviewees is attached at Annex 3.

12 The IMF staff report in June 2019, the first review under the extended funding facility, made the following comment
on the economic outlook at the time. “A small decline in output is projected for 2019, with the impact of fiscal
consolidation expected to be offset by continued growth in tourism and increasing private sector confidence.
Multipliers are small, with the economy heavily dependent on external demand for tourism services. Policy uncertainty
has decreased significantly since mid-2018, and there are strong signals that new inflows from large international
investors may materialize. Over the medium term, growth is projected to return to close to its medium-term average
of about 2 percent.



Structural challenges remain in both the public and private sector. Commentators noted some
important remaining challenges for Barbados, both in the public and private sector. The cost structure
remains high and although Barbados has targeted the higher end of the market, it has steadily lost market
share in the tourism sector. Traditionally it has had a reputation of offering relatively good facilities and a
safe environment, but the problems with chronic underinvestment by the private and public sectors;
environmental challenges such as the South Coast sewage — which are now being addressed, including with
support from CDB — and a rise in crime rates — were noted. Barbados remains dependent fundamentally
on two sectors; tourism and financial services, and it would be desirable to make progress on other high
value-added areas such as renewable energy. On this front, the Barbados government has announced plans
to move to 100% renewable energy by 2030, which requires investment in infrastructure and changes in
the regulatory environment.

Public sector reform will also be important for Barbados. Economic commentators noted that this depends
on aligning tax incentives, legal reforms, delivering much needed improvements in public sector
infrastructure (transport, water, power) and speeding up the decision-making processes in government
which impact on approval of private sector investment.

Implementation gap and bureaucracy in the public sector. Related to this are two key aspects — the
absorptive capacity of the economy and addressing a large implementation gap in the public sector. The
implementation gap, decision making in government and public sector reform were by far the most
frequently raised issues by interviewees in this evaluation. This is consistent with the picture shown in the
World Governance Institute’s measure of government effectiveness, which for Barbados was stable and
averaging 88.75, but in the last six or seven years has declined quite sharply and by 2018 was at 68.75, a
decline of 22.5%. This question of the effectiveness of the public sector is discussed in more detail later in
this report, in relation to the slow progress of implementation on projects funded by investment lending
from CDB. It appears not to be an issue of the overall level of skills in the public sector — this is a highly
educated workforce — and more about specific areas such as project management/delivery skills, overload
of key staff, decision-making processes and a need to change ways of working. The impact of downsizing
in the public sector as part of the BERT economic reforms and restructuring has also been a factor.

As noted in relation to economic reforms, the new government has been clear about its priorities, has
adopted a focused approach, and has some very skilled technical people. At the same time there seems to
be some lack of clarity about how to move forward on the implementation aspects. It was noted that even
relatively straightforward decisions have to go to senior levels in government (i.e. cabinet) for approval,
and that a relatively small number of key decision makers — just a handful of Ministers, trusted advisers and
senior officials — are heavily overloaded. These issues are considered in more detail in section 5.2 as they
are highly relevant to the effectiveness of the CDB’s programme in Barbados.

2.2 Social context

Barbados is a high-income country with a high level of human development, being ranked 38 out of
187 countries on the Human Development Index (HDI) of the United Nations Development Programme.
This reflects long life expectancy, high levels of school enrolment and length of education, all of which
have improved over the long term (see table 2). Between 1990 and 2017, Barbados’ life expectancy at birth
increased by 4.7 years; mean years of schooling increased by 2.5 years; and expected years of schooling
increased by 2.5 years. Barbados’ GNI per capita increased by 16.4 percent between 1990 and 20173,
Barbados also has a fairly good ranking with regard to gender equality — 61 out of 148 countries. However,

13 http://hdr.undp.org/sites/all/themes/hdr_theme/country-notes/BRB.pdf
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the average gender inequality index (GII) for countries at the “very high human development’ level is 0.193
while Barbados’ figure was 0.343 in 2012.

In relative terms, however, the HDI index shows that the improvements in development in Barbados
— albeit from a high starting point — are on average not keeping pace with those of other countries.
The average increase in the HDI for Barbados over the long term (1990-2017) has been 0.41% per annum.
This compares with 0.48% per annum for all very high human development countries, 0.7% per annum for
small island developing states and 0.73% for all countries across the world. Barbados has therefore seen a
decline in its HDI ranking from 38" in the world in 2013 to 59" by 2018.

Social development in Barbados is highly sensitive to external shocks. The CSP 2015-2018 was drafted
in the aftermath of the global financial crisis, in an environment of increasing unemployment, with hardship
experienced particularly by female-headed households (CSP 2015-2018). The government implemented
pilot Identification, Stabilisation, Enablement and Empowerment (ISEE) Bridge social protection
programme, with support particularly from the IDB.

Table 2: Barbados' HDI trends based on consistent time series data and new goalposts*

LIFE EXPECTED MEAN YEARS GNI PER
EXPECTANCY YEARS OF OF CAPITA (2011 HDI VALUE
AT BIRTH SCHOOLING | SCHOOLING PPP$)
1990 71.4 12.8 8.1 13,612 0.716
1995 72.5 13.5 8.6 12,686 0.731
2000 73.4 14.0 9.0 14,393 0.752
2005 74.2 14.8 9.2 14,783 0.767
2010 75.0 15.5 9.4 15,408 0.782
2015 75.8 15.3 10.5 15,413 0.797
2016 75.9 15.3 10.6 15,622 0.799
2017 76.1 15.3 10.6 15,843 0.800

14 ‘Goalposts’ in the HDI calculation methodology are the minimum and maximum values set in order to transform

the indicators expressed in different units into indices between 0 and 1. These goalposts act as the “natural zeros”
and “aspirational targets,” respectively, from which component indicators are standardized. For example, for GNI
per capita ie. standard of living, the goalposts are $100 and $75,000. See HDR technical notes (2019), UNDP.



Figure 1: Trends in Barbados' HDI component indices 1990-2017
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The status as a high HDI ranking may now be threatened by economic decline and the imminent fall-
out from the on-going structural, macro-economic reforms, especially the spending cuts that will
impact public sector employment and social services. The Barbados Economic Recovery and
Transformation Plan (BERT) was designed together with social partners and is monitored by a committee
with representation from non-state actors. Potential social backlash to the reforms, with a substantial impact
on tourism, was considered one of the key risks of the PBL. The potential weakening of this social
partnership that has been an integral part of social stability and good governance for more than two decades
is a concern raised by interviewees.

Inequality and poverty have grown in recent years. The most recent estimate of Barbados’ household
poverty rate is 17.2%, compared to 15.1% in 2010 and a 24.6% regional average (IDB 2018). Likewise, the
vulnerable population has grown from 10.4% to 11% in the same period, with particular parishes and female
headed households being particularly susceptible to fall into poverty. Twenty one percent of women are
considered poor compared to 14% of men (IDB 2018). Poverty is concentrated among households headed
by women, which account for 47.5% of all households. The rate of poverty in female-headed households is
19.4%, compared with 11.5% in male-headed households and 15% in all households. Poor female-headed
households also have the highest dependency ratio, with 74.8% non-earners per household compared with
68.6% in poor male-headed households and 49.9% in the total population (CGA Barbados 2016).

Barbados performs relatively well on the Gender Gap Index developed by the World Economic
Forum which ranks Barbados at 29 out of 136 countries, with a score of 0.730 (O=inequality,
1=equality). While Barbados performs well on education and health indicators, remaining challenges relate
to economic opportunity and highly unequal political participation. The measure shows near equality with
respect to educational attainment and health and survival, with female achievement surpassing male
achievement in education. In terms of economic opportunity, the attainment of women is assessed to be
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80% that of men (0.791 in 2013), while in terms of political participation it is 15% that of men (0.150 in
2013). The assessment also shows that the positions of women and men have hardly changed since 2006.

While labour force participation is nearing parity, persistent differentials exist in salary levels and
occupational segregation, stemming from deeply embedded gender roles and social norms. The 2017
Barbados Labour Force Survey estimated a labour force of 144,300 persons (15-64 years), with a total
participation rate of 65.7%, and an unemployment rate of 10.4%, of which male and female unemployment
were 10.3% and 10.6%, respectively. While the gender difference in unemployment is not substantial, there
is still occupational segregation and women continue to balance their productive and reproductive roles,
due to deeply embedded social norms and gender roles. According to the 2018 PBL document, “during
times of fiscal tightening and economic reforms, the dual burden of reproductive and productive roles place
women and girls at the epicentre of time and income poverty and vulnerability”. This may further
exacerbate the already high levels of gender-based violence.

These persistent differentials also stem from deeply embedded gender roles and social norms.
Barbados’ Gender Development Index is 1.006, which is considered gender parity (UNDP 2016)%.
However, there is a range of social challenges including educational levels, women’s labour market
participation, education, gender-based violence (GBV), occupational segregation, access to health services,
gender and political representation. While teen motherhood, measured for women who had children at or
below the age of 19, was strikingly high at 25% among women over 30, it is expected to decline with
increasing levels of education and stands at 14 percent for women in their twenties.®

A reverse gender gap is clearly evident in education. While females are expected to have 16.7 years in
school, it is only 13.9 years for males, and 21% of women are considered poor compared to 14% of men
(IDB 2018). In addition, there is a layer of unspoken issues that potentially have a direct negative effect on
the tourism sector. This includes crime among males and gender-based violence (GBV). There is a growing
body of work and advocacy highlighting how stereotypical masculinity norms are harmful to men and
boys?’.

There may be a relationship between the reverse gender gap and the particularly high rate of
violence, particularly domestic violence in the country. The crime rate, especially drug related, in
Barbados is growing. In 2017, the country had 11 murders, 84 robberies and 29 shootings per every 100,000
people. Some interviewees also touched upon the structural roots of gender inequality, including culture
and norms especially in relation to young men and lack of enrolment in higher level education, which links
to the issue of drugs and crime.

2.3 Environmental context

Climate change is an existential threat to Barbados and the Caribbean region. While Barbados has been
spared the more recent hurricanes, related economy and property damage and loss of life, the country is
keenly aware of its vulnerability to an eventual high category hurricane. The direct risk is substantial for
almost all Borrowing Member Countries (BMCs) every hurricane season, while those who are not directly
affected can face indirect costs in helping to support and accommodate those affected. As one interviewee
noted, “the Caribbean has crossed a tipping point (on climate change awareness) with the recent hurricane

5> The Gender Development Index measures gender gaps in human development achievements by accounting for
disparities between women and men in three basic dimensions of human development; health, knowledge, and living
standards, using the same component indicators as the HDI. An index value of 1.0 is considered gender parity (UNDP
2016).

16 https://borgenproject.org/top-10-facts-about-living-conditions-in-barbados/

17 See Barbados Country Gender Assessment (2016) and references therein.
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events across the region, with Dominica losing 226% of GDP in 6 hours”. The regional response to the
most recent hurricanes, notably hurricane Dorian that devastated the Bahamas, serves as an example of
good practice on communication and coordination in the relief effort, with replicability for future events.

Climate change is therefore a major priority of the new government, with a stated commitment to achieve
100% carbon neutrality by 2030. The government signed and ratified the Paris Agreement (in 2016) and
the Nationally Determined Contribution (NDC) is in place, though far exceeded by the commitment of the
new government to 100% carbon neutrality. The government will also move away from fossil fuels,
transitioning the grid to renewable PV, solar, and wind; as well as transportation to electric-charged by
2030. There is a keen interest to benefit from the Green Climate Fund (GCF), though the GCF pipeline is
currently dominated by proposals from the Caribbean Community Climate Change Centre.

Climate resilience has been a major policy and planning priority of the government in recent years.'® The
entire country has been mapped to inform the revision of the Barbados Growth and Development Strategy
(2013-2020). The Roofs to Reefs policy of the new government aims to build resilience across infrastructure
and the entire ecosystem. Among other initiatives, Barbados already has an integrated coastal zone
management plan. According to an economist interviewed for this evaluation, “investing in resilience has
a good rate of return”?®. The Government commitment to climate change has been recognised by key
funding partners such as the EU, IDB, and UN agencies.

The CDB is systematically implementing environmental impact assessments and categorizing projects
based on its “Environmental and Social Review Procedures” (ESRP). Modelled on International Financial
Corporation (IFC) standards, the ESRP includes eight environment and social performance standards that
reflect the principles, core policies, standards and best practice approaches adopted and used in the
treatment of sensitive environmental and social issues by the multilateral financial and development
community.?

18 https://pmo.gov.bb/2018/09/13/opening-remarks-at-the-global-climate-action-summit/
https://pmo.gov.bb/2019/03/20/budget-speech/

19 While this may be true, it depends on the agent’s vantage point and some consideration is required of moral
hazard/market failure. For private agents, investments in retrofitting buildings to achieve resilience can be quite
expensive and their willingness to invest may depend on how far they expect governments/donors to bail them out ex-
post in case of a catastrophic event.

20 CDB Environmental and Social Review Procedures, December 2014
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3 CDB support to Barbados

3.1 Barbados Country Strategies

The evolution of CDB’s country strategies during the period of this evaluation is summarized below.

3.1.1 Country Assistance Strategy (2010-13)

The 2010-13 Country Assistance Strategy was written at a time when the economic challenges, which later
emerged for Barbados, were not yet fully apparent. The economic fundamentals were described as sound,
although the analysis also notes that the fiscal deficit had increased to 8.9% of GDP as a result of the adverse
effects of the global crisis, pushing up total central government debt to 94.6% of GDP.

The CAS sought to achieve four key outcomes:
e macroeconomic stability
e renewed and enhanced physical and environmental infrastructure
e amore competitive productive sector

e enhanced social development.

The CAS also stated that the Bank intended to encourage results-based management and to partner with the
government in this regard. A results framework aimed at ensuring alignment between the country’s
development goals, the Bank’s proposed interventions and the key challenges/constraints to achieving the
outcomes. The results matrix for the CAS included outcome indicators (see text box).

To support macroeconomic stability, the Bank proposed two Policy-Based Loans (PBLS) to support fiscal
and institutional reforms aimed at achieving fiscal and debt sustainability. In the event, one PBL was
provided in October 2010.

11
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Box 1: 2010-13 CAS Outcome indicators
Renewed and Enhanced Physical and Environmental Infrastructure

Reduction in water losses.

Increased volume of air cargo.

Increased volume of cargo and passengers.

Available road efficiency/improvement indicators or surveys showing improvement.
Project completion reports

Increased competitiveness of the productive sectors

Increased tourist arrivals; increased visitors to sites.

Increased industrial production; increased exports.

CDB loan disbursements.

Increased sales of agricultural goods on the local market.

Increased production of agricultural goods.

Increased acreage under cultivation which utilises modern production technology
Project completion reports

Enhanced Social Development and Social Equity

e Improved student outcomes.
e Reduced number of persons on housing waiting list.
e Country Assessment of Living Conditions

To support infrastructure renewal, the Bank proposed to support the Government through interventions on
water infrastructure upgrade, road network improvement, and coastal zone protection. Subsequently,
projects were taken forward — but not during the period of the CAS — on water supply upgrade (a $35m
loan approved in 2015 which is now 43% disbursed) and on flood mitigation ($4.6m, approved in December
2013 which as of 2018 was 33% disbursed).

The competitiveness outcome was to be achieved through interventions in tourism and manufacturing. The
$26m Harrison’s Cave project was completed in 2015. With regards to social development, the Bank
proposed to assist in the areas of housing, education, social protection and social policy. The $36m low-
income housing loan was approved but then cancelled several years later, while the education enhancement
Il project was also scaled back from $35m to $3.6m. The Student Revolving Loan project is ongoing.
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Figure 2: Disbursed by Project 2011-2018

2010 Policy-Based lLoan

Education sector enhancement 94%,

Harrisons cave 88% 91% 100%

Urban rehabilitation 100%

LIAT fleet modernisation

Low income housing 0% 0% 1% 3% 6% 6% I
Education sector enhancement 11 I 0% 1% 3% 3% %
Central Revenue Authority I 0% 0%

Speightstown [lood mitigation

Immigration Services Enhancement

Water supply network upgrade

LIAT emergency loan

Student revolving loan fund

Constitution River Flood mitigation

Grantley Adams airport pavement rehabilitation

2018 Policy-Based Loan

Year

Legend

I Planned disbursement date
Loan amount changed

I Loan cancelled

0% Disbursed - 100% Disbursed

8%

100%

100%
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3.1.2 Country Strategy Paper (2015-18)

The 2015-18 Country Strategy Paper covered similar themes to the preceding CAS. Its three pillars were
macroeconomic governance and institutional development; competitiveness and productivity; and green,
inclusive development. The programme of assistance focused on (i) strengthened fiscal sustainability and
supporting institutions; (ii) enhanced enabling environment to strengthen competitiveness and productivity;
(iii) strengthened resilience to climate change and improved disaster risk management; (iv) improved quality
of climate-resilient infrastructure; (v) increased access to tertiary education opportunities; and (vi) enhanced
social development. Mainstreaming gender equality and energy efficiency were also brought into the
strategy at this time.

The CSP results matrix included the following outcome indicators:

Box 2: 2015-18 2015-18 CSP outcome indicators

Macro-economic stability
e Government current expenditure not exceeding 30% of GDP by 2020.
Baseline (2014): 35%.

Increased competitiveness and productivity
e 9% of Project Supervision Reports with satisfactory performance increased from 57% in
2013 to > 75% by 2020.
o Number of days required to start a business. Less than 18 by 2020. Baseline 20
o Consolidated agriculture sector policy in place and complied with by end-2016.
o Conservation strategy for the management of all heritage sites completed and complied
with by end-2018.

Educational improvement to support economic growth and development
o Number of student loans for tertiary studies doubled by end-2018, relative to baseline of
350 in 2013.
e Operational and governance reforms recommended from diagnostic review implemented
by end-2018.
¢ No. of students achieving Caribbean/National VVocational Quality Level 1 & 2
certification increase to 415 by 2020.

By this time, the economic discussion in the strategy mentions that Barbados was being buffeted by the
global crisis, and that macroeconomic fundamentals had become progressively weaker, with new challenges
of acute economic stagnation, weak competitiveness and fiscal instability.

Following the election of the Mottley administration in 2018, the economic and political context for CDB’s
program in Barbados changed rapidly. Most importantly, the government introduced the new Barbados
Economic Recovery and Transformation Plan (BERT) to drive economic reform. The IFIs moved rapidly
and in a closely coordinated way to support the reforms through the use of IMF support and a package of
policy-based lending. However, the CSP was not updated.

Within CDB, the process around the strategy following expiry of the CSP is summarised as follows.

- Initial discussions for a new CSP were put on hold following the selective default rating on
Barbados’ foreign currency instruments and the adverse implications for capital adequacy charges
against CDB’s Barbados loan portfolio. Discussions on a new country strategy were therefore
suspended pending the completion of the debt restructuring exercise.
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- As the credit rating recovers, so the enabling environment for CDB is expected to improve. This
will open up the opportunity for CDB to deepen its engagement with GOBD through a new
comprehensive multi-year programme of assistance.

- The present country strategy and programme evaluation will inform a new Barbados Country
Strategy to be prepared in 2020.

In the interim, CDB’s support to GOBD is being guided by BERT, and the PBL is aligned with CDB’s
Strategic Priorities.

3.1.3 Portfolio Overview

Barbados is consistently one of CDB’s largest borrowers — indeed over the review period it has had the
largest country portfolio in all but one year.

As of 31 December 2018, the Investment and Policy-Based (IPB) loan portfolio for Barbados was
$183.8m?, of which $108.8m had been disbursed. This compares with a total for all CDB countries of
$1.27bn. That is, Barbados in 2018 accounted for around 14.4% of overall CDB lending, not including
grants and other regional instruments.

During the period of this evaluation (2010-18), the size of the portfolio in Barbados varied considerably,
peaking at $198.8m in 2012 and then falling to $68.4m in 2017, before showing a sharp increase with the
recent large loan for the Grantley Adams pavement rehabilitation and policy-based loans (one each in 2018
and 2019). The PBLs are part of an intended series of four to support economic reforms, social protection
and growth in line with the BERT.

The number of investment and policy-based loans in effect at any one time has varied between six and nine
over the period, covering a range of sectors relevant to the pillars of the CAS and the CSP. Eleven of these
have been considered during the evaluation, including:

e investment loans supporting capital projects in urban development and housing, tourism,
education, transport, water and sanitation and the environment (i.e. flood mitigation). Of these,
five have been completed.

e Policy-based loans in 2010 ($25m) and 2018 ($75m). The 2010 loan was accompanied by a
Technical Assistance (TA) loan to support reform of the central revenue authority, which is now
around 75% disbursed.

Investment loans that were completed (i.e. fully disbursed), during the period of the evaluation included:

e Urban rehabilitation (Church villages, $25.5m reduced from $30.3m after cancellations, completed
in 2014)

e Tourism (Harrison’s cave, $26m, completed in 2015)
e Education (Education enhancement 1 $30m, completed in 2013)

e Transport (LIAT regional airline, $33m, completed in 2016)

Other investment lending projects implemented but not yet fully disbursed included:

e Water and sanitation (water supply upgrade $35.6m, 43% disbursed)

21 Draft ARPP 2018
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e Environment (Speightstown flood mitigation, $4.6m, 33% disbursed)

e Environment (Constitution river phase 111, $6.8m 39% disbursed)

The two PBLs were successfully disbursed, although as the CAS notes, the first PBL in 2010 was due to
have a second instalment which was not taken forward. The 2018 PBL of $75m is the first of a programmatic
series?, Their focus is on macroeconomic stability, business competitiveness, and the social sector.

A recent large project which has been approved and taken forward rapidly is in the transport sector, the
Grantley Adams airport pavement rehabilitation.

As a general trend, the time period for projects supported by CDB in Barbados has been quite extended.
There have been some cancellations and significant changes in scope.

e Aloan of $36m to support low income housing initiated in September 2010 was cancelled in 2016
after significant implementation challenges.?®

e The education enhancement Il loan approved in 2011 was initially for $35m but after considerable
delay most of the loan was cancelled and the remaining $3.6m loan is still not fully disbursed.

e The earlier education enhancement loan successfully completed in 2013 had originally been
approved in Dec 1998.

e The $30.3m urban rehabilitation project (Church villages) which was completed in 2014 was in
many ways a success but it had originally been approved in 2000 and had already experienced delays
of up to 8 years, with undisbursed funds of around $5m being cancelled in the final year.

The net effect of these trends (see Table 3) is that for 7 of the 10 years considered by this evaluation, the net
resource flows to Barbados from CDB were either negative or very small. More recently there have been
substantial positive flows driven mainly by policy-based lending and large projects moving ahead.

Table 3: Annual Net Resource Flows to Barbados from CDB (USD millions)

S 00 | 201 | 2oi2 | 2013 | ooua | o5 | 2016 | 2017 | 2018 | 2019 |
Net

I 2’ 22 6D @8 67 (90  (164) 21 745 892

. 118 75 12.0 219 55 1.9 19.2 89.6 103.4
Disbursement

.. 11.1 14.0 14.2 14.7 15.2 145 18.3 17.1 15.1 14.2
Amortization

Interestand = ,; ., 590 54 66 60 46 47 50 o1
charges
Elztv\ll?esource 170 (64) (1L7) (80) 01  (150) (210) (26) 695 801

22 The second loan in the series was disbursed in December 2019, and is therefore not covered by this evaluation
although the design of it was one of the issues which came up in discussions on the social sector.

2 “During the review period GOBD and CDB advanced efforts to reformulate the Project. However, ongoing
difficulties to complete audited financials, GOBD's inability to sign off on critical inputs in a timely manner and
continued low disbursement rates have prompted CDB staff to recommend cancellation of the existing Loan, in
accordance with the Operational Policies and Procedures Manual (OPPM 4/1/F8/BP). GOBD could request new
financing in 2017 once designs have been completed and the outstanding financial statements are addressed.” AARP
2016
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4 Assessment

This section considers and assesses the CDB country strategies and programme in Barbados against the key
evaluation criteria of relevance, effectiveness, efficiency and sustainability.

4.1 Relevance

The analysis of country needs in both country strategies addressed highly relevant themes and
priorities. With the benefit of hindsight, both focused squarely on the key issues which still matter most to
Barbados, and in that sense the strategies have been shown to be highly relevant.

The Country Assistance Strategy 2010-13 focused on (i) macroeconomic stability; (ii) physical and
environmental infrastructure; (iii) a more competitive productive sector; and (iv) enhanced social
development. All four of these areas were well articulated in the CAS, backed up by sound analysis and
evidence, and could easily be described as still critical for the country.

The themes picked up in the CSP 2015-18 are very similar and also highly relevant. Its three pillars were
macroeconomic governance and institutional development; competitiveness and productivity; and green,
inclusive development. They were intended to lead to a programme of assistance focused on (i) strengthened
fiscal sustainability and supporting institutions; (ii) enhanced enabling environment to strengthen
competitiveness and productivity; (iii) strengthened resilience to climate change and improved disaster risk
management; (iv) improved quality of climate-resilient infrastructure; (v) increased access to tertiary
education opportunities; and (vi) enhanced social development. Mainstreaming gender equality, and energy
efficiency were also been brought into the strategy by this time.

The discussion of the economic situation in the CAS reads as understandably more optimistic than would be
the case now, but it also flagged issues which have since turned out to be fundamentally important. While
the macroeconomic fundamentals were generally sound, it noted the impact of the financial crisis on growth,
and emerging challenges including around adverse trends in competitiveness, fiscal and debt sustainability
and downgrading of Barbados’s credit rating.

For example, the CAS states:

. in 2009, as a result of the adverse effects of the global crisis...the fiscal deficit worsened,
reaching 8.9% of GDP, pushing up the total debt stock of CG to 94.6% of GDP.... The current
fiscal stance raises concerns of fiscal and debt sustainability over the medium term”.

By the time of the CSP, the economic discussion in the strategy mentions that Barbados was being buffeted
by the global crisis and that macroeconomic fundamentals had become progressively weaker since 2009,
with new challenges of acute economic stagnation; weak competitiveness; and fiscal instability.

The need for renewal in critical areas of infrastructure was a key focus of where CDB planned to provide
support in the CAS, including areas such as water, road networks and coastal zones improvements. Water
quality was seen as a critical issue. Related to this, the climate and environmental challenges are well
articulated, including for example coastal zone protection needs.

As already noted, implementation challenges have proved to be a critical issue in Barbados. One of the main
implementation risks noted in the CSP are institutional and human capacity constraints. Previously, the CAS
had described these challenges as follows:
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“These have included weak institutional capacity, inadequate coordination between planning and
executing agencies, unplanned alterations in project scope, weak project management, land
acquisition delays, significant cost overruns and institutional fragilities.”

On the same theme, the CAS noted that CDB intended to encourage GOBD’s plan to undertake a
comprehensive review of the institutional structure and procedures for arriving at a Public Investment
Program. It also highlighted the following areas as needing critical attention:

e enhancement of the project management capacity of GOBD through resourcing, training,
encouragement of best practices and, where necessary, targeted TA interventions;

e strengthening of the project support services, particularly the legal services, through use of
standardised approaches, models or forms (including contracts);

e more rigorous preparation for project implementation

e embedding of enhanced risk identification and risk mitigation mechanisms within all project
proposals.

Another prescient theme contained in the CAS, as part of a discussion of the social sector, was linkage
between the traditionally strong social solidarity in Barbados on the one hand, and the need to build buy-in
for economic reform and fiscal adjustment on the other.

““to reduce any snags that could impede the implementation of the fiscal reforms in particular, CDB
will work closely with Government to ensure that the conditionalities attached to the PBL are
feasible, as well as politically and socially palatable.”

The investment lending projects were targeting the right areas. Many of the projects approved were
also in these same high priority areas. For example, there is a clear logic to CDB’s intent to support
upgrading of the water network, flood mitigation, tourism (e.g. Harrison’s Cave, Airport, LIAT) and the
Central Revenue Authority. More recent projects such as the one for South Coast sewage are highly relevant
to both the environment and improving the conditions for economic growth and private sector investment.
As will be discussed later in this report, not all of these have been successfully delivered, which reduces the
relevance of the program in practice — but the choice of focus areas was clearly well judged in principle.

The PBL was economically and financially relevant. One of the most relevant of all the interventions
supported by CDB during this period has been the programmatic series of policy-based loans. This was the
main way that CDB worked together with the IFIs in supporting the IMF package in 2018 to help stabilize
the economy and support reforms, once the new government came in.  This was a joint initiative by the IFls,
led by the IMF. The first of the programmatic series was both well timed and critical to the needs of the
country. It was supported by relevant TA. The second of the series, planned at the time of the evaluation
addresses important social needs.
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Box 3: Policy Based Lending

While the government of Barbados had applied for an earlier PBL of USD50 m in 2010, a
programmatic PBL was prepared in 2018 to support the IMF programme and BERT, with three
main pillars: Pillar | (Fiscal Sustainability); Pillar Il (Institutional Reforms for Growth); and
Pillar Il (Social Protection). The indicators and targets are aligned with the BERT.

The first PBL of the programmatic series, totalling USD75 m was approved in October 2018,
with a focus on supporting expenditure management, revenue collection, debt management and
overall fiscal consolidation; including through public financial management reform and social
protection.

The financial injection of the PBL was critical for building up domestic reserves and providing
the basis for improving the macro-economic fundamentals of the country. The government has
made quick progress on fiscal reform, though some aspects remain pending (e.g. SOEs, external
creditors). The CDB’s particular added value is considered to be its support to social protection,
including two related technical advisors. Other areas, such as growth and competitiveness (e.g.
skills upgrading, harnessing technology) have not yet been included, but are expected in PBLs
2,3&4.

Having noted these positive aspects, in several other areas the relevance of the Barbados programme has
been much more mixed.

Relevance of project design was weak. To the extent that many of the projects approved were either not
taken forward or have been slow to implement, there is a question about relevance of design. Why were
projects approved, which could not be implemented, especially given the known constraints around capacity
and implementation flagged in the CAS? Feedback from interviewees external to CDB suggests that with
recent projects, this may have improved, but it was certainly a major issue for most of the period. A key
issue flagged by government stakeholders is that CDB could have provided more intensive support during
the design and approval stage, helping to bridge the gaps around implementation.*

There were gaps in the programme as implemented. Several issues put forward as priorities in the
country strategy were not in the programme as delivered. These were:

e Doing business

e Renewable energy
e Climate resilience
e Ownership

e Public sector institutional reform

These areas are discussed further below.

24 One key informant noted that CDB could provide more of a ‘handholding” approach, which would recognise that the
process of drafting and moving things forward tends to fall on a small number of key people in government, which
slows things down at a critical stage simply due to lack of time/capacity. CDB counterparts could help bridge that gap
by contributing more of their expertise in the drafting process, provided they have a good understanding of what the
government lead is intending.

5 This can either be seen as a gap in relevance ex post - or as a gap in effectiveness in as much as the program did not
in fact deliver strong contributions in certain areas, which the CAS /CSP had identified as important.
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4.1.1 Doing business

Although the CAS and CSP both recognise the importance of strengthening the business environment, and
engaging with the private sector, this is not an area that has so far featured significantly in the CDB’s work
in Barbados. So far, the Bank is not well set up to engage with the private sector, although its importance
as an area of work has been recognised at the most senior level.

At the same time it is important to consider how far CDB has or can build a comparative advantage and add
value in this sector compared to other existing or potential players. This is not discussed in the CSP, which
has only a v