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1. OPENING REMARKS

Mr. Chairman, Rt. Hon. P. J. Patterson, Prime Ménisf Jamaica, Distinguished
Governors, Members of the Board of Directors, Merslué the Diplomatic
Corps, Observers, Guests, Vice-Presidents and bteetbers of Staff of the
Caribbean Development Bank, Ladies and Gentlemen:

It is always a great personal pleasure for me tm 3amaica. | spent, as | will
refer to later, some very enjoyable years herkestart of my career.



But first, Mr. Chairman, permit me to thank therfei Minister for his very warm
words of welcome, and also the inspiring challetinge he has issued to the Bank
after its 25 years of operation.

This Twenty-Fifth Annual Meeting of the Board of @Gwnors of the Caribbean
Development Bank (CDB) marks the third occasionith our Governors have
gathered in the capital of this beautiful islandlafmaica. The other two occasions
on which we met here were in April 1973 and in M&g4 for our Third and
Fourteenth Annual Meetings.

Mr. Chairman, | believe it to be entirely appropeighat our Governors are
meeting in Jamaica on this very special occasi@amailca has a unique place in
CDB's history, for it was in Kingston, Jamaica,@ctober 18, 1969, that the
"founding fathers" signed thgreement establishing CDB. In a certain sense,
therefore, we have come back home to celebrat@wanty-Fifth Anniversary.

For myself also, Mr. Chairman, this meeting is radkof home-coming in one
sense and, in another, a return to where it alhbegor it was in Jamaica that |
started my public service career, when | joinedstiadf of the Central Planning
Unit as an Administrative Cadet in September 185dytly after completing my
studies in the United Kingdom (UK).

It is worth recalling, Mr. Chairman, that in 193%tWest Indies Federation had
not yet come into being; but five years later,atlitcome and gone. Indeed, as we
all know, after the demise of the Federation earl$962, and the subsequent
independence of Jamaica and Trinidad and Tobagagust of that year, efforts
were made to establish the so-called Little Eigiddration comprising Barbados
and the seven Windward and Leeward Islands. Bsete&orts ended in failure.

These developments led to the taking of certatrainzes early in 1966, by the
Governments of the UK, Canada and the United Stdt&snerica (USA), to
appoint a team of experts to make an economic gwiBarbados and the
Windward and Leeward Islands with a view to forntimig plans for their
achievement of economic viability.

Among the recommendations of the team of expertstiva establishment of a
Regional Development Agency, including a Developnhianking Division, to
serve the territories covered by the survey. ThenTg Report was considered in
November 1966 at a conference of the sponsorseprdgentatives of Barbados
and the Windward and Leeward Islands, and it waseabthat consideration
should be given to the establishment of an ingituto serve all the
Commonwealth Caribbean countries.

This, then, was the genesis of the idea that lededgreement establishing
CDB, signed by representatives of the Founding MambThe signatory for



Jamaica on that historic occasion was the thendtinof Finance, the Hon.
Edward Seaga.

Mr. Chairman, | have been associated with CDB ne way or another, for
nearly all of its 25 years. Indeed, this assoamtian be said to have begun even
before its establishment when, as a member of #tbdglos delegation, |
participated in all but two of the several intervgmmental meetings which were
held at both official and ministerial level in 196Bd 1969, to discuss the draft
Agreement for establishing the Bank. | also represBarbados on the
Preparatory Committee which was set up in 1969dkerarrangements for
CDB's establishment after the draft Agreement hehlaccepted by the Third
Ministerial level Meeting.

| mention my small part in these historic developtsgMr. Chairman, not to lay
claim to be counted among CDB's "founding fathdosit,because | consider it
my good fortune to have experienced the excitirparatory stages of CDB's
establishment, to have been part of the team ditsrgyowth and development,
and also to be present for this significant milesto

But, Mr. Chairman, there is among our current Goges someone who is a
"founding father" of our Bank; the only one from @mg those 18
plenipotentiaries who signed the CDB Agreementguslr 25 years ago. | refer,
Mr. Chairman, to none other than the distinguisGedernor for St. Lucia, the Rt.
Honourable John Compton, Prime Minister and Mimisfé=inance of St. Lucia
who, unfortunately could not be with us today. Tugbout the 25 years, he has
remained one of this Bank's most ardent supportersite this distinguished
assembly to recognise Prime Minister Compton's kExmdjoutstanding
contribution to his country, to this Bank, andhe furtherance of economic
development and integration in the Caribbean Region

Mr. Chairman, may | also say how delighted we ket the distinguished Prime
Minister of the Commonwealth of Dominica, the HBrame Mary Eugenia
Charles, has been able to attend this 25th Anravgfdeeting, her final Meeting
as Governor for Dominica. Dame Eugenia has officiahnounced her intended
retirement from elective political office. Hers Hasen a truly outstanding career
as Head of Government these past 15 years. We Bt-®Dth at the level of the
Board of Governors and within the Management - Heareefitted over the years
from her considerable insights and, as we arealllaware, she can be
exceedingly forthright, not least on those occasiwhen she felt that policies and
procedures might not have been in accord with Xipe&ations of her
Government.

| congratulate Dame Eugenia on her excellent setader country, to the
Region and to this Bank, and express the hopehtratetirement from active
politics will not mean the absolute loss of hemaddle experience and services to
the people of Dominica and to the Region.



Let me conclude these introductory remarks, Mr.i@han, by saying how
pleased and impressed we have been with the encall@ngements made to
ensure our comfort. We have also had put at opode very commodious
facilities and capable support personnel from wegiareas of public
administration in this country. | am sure that thécilities will contribute in no
small measure to a very successful outcome oMeisting. The Chairman and
members of the local organising committee are todmgyratulated on a job
exceedingly well done. Mr. Chairman, my wife araté no strangers to Jamaica,
but the warmth of the welcome extended to us oraauval last Sunday, and the
hospitality offered us since then have simply beesrwhelming.

. ANNUAL REPORT AND CDB'S PERFORMANCE DURING 1994

Mr. Chairman, as is customary on these occasiamayipropose to make some
brief comments on the Bank's Annual Report for 19@4ich presents to the
Board of Governors a fairly comprehensive summamsconomic performance of
the Borrowing Member Countries (BMCs), as well &the operations of the
Bank, its financial statements and the reportsiheby the independent
accountants.

BMCs' Performance

Mr. Chairman, in general, economic performancéeéBMCs was subdued
during 1994. Although, overall, output was in fagher than for 1993, it could
have been much better were it not for unfavouraldather patterns and slower
than necessary adjustment to external economidtiamsl One of the worst
droughts in nearly a century was followed by disast rainstorms which caused
widespread damage in a number of countries. Thewre sector and
economic infrastructure such as roads, water daddeimunications were the
areas most severely affected.

The extensive damage to banana cultivation wastlagiusetback for an industry
already engaged in a major restructuring aimechptaving its competitiveness
in the face of the impending removal of preferdra@ess to traditional markets.

In tourism, more visitors came to the Caribbeanexmknditures increased. It
was, therefore, the performance of this sector wiias mainly responsible for
the expansion in economic activity in the Region.

Notwithstanding the difficult weather conditionkgte was also a heartening rise
in sugar production in five of the six exportinguodries, and two of those which
have done better are in the process of implemestgigficant CDB-financed
rehabilitation and expansion of production.

In Trinidad and Tobago, there was a major turn-adon the performance of the



petroleum industry which registered increases istrpooduct areas. This was a
most welcome development in CDB's view since tlag lof US$18 million
which CDB approved in 1992 to the Trinidad and Tgb®il Company Ltd.
(TRINTOC) (since merged with TRINTOPEC and now kmoas PETROTRIN)
is the largest single project loan made, to davenfCDB's Ordinary Capital
Resources (OCR).

CDB and Jamaica

Mr. Chairman, Jamaica was CDB's single largestettudler from the start of the
Bank in 1970, when the Bank was established, @888 when Trinidad and
Tobago increased its share capital to the levéhofaica's. By the end of 1994,
Jamaica's subscription to CDB's share capital ateduo approximately US$100
million, consisting of US$78 million in callable miéal and US$22 million in
paid-up capital In addition, by the end of 1994ndeca’s contribution to CDB's
Special Development Fund amounted to US$6.67 milllamaica has also been
a major borrower from CDB. Between 1970 and thedtb94, CDB approved
38 loans, 1 contingently recoverable loan and Brieal assistance grants to
Jamaica, approximating the equivalent of US$21%anil The sectors which
benefitted from this financing were apiculture gsiry, fishing, manufacturing,
mining, tourism, power, energy, water, transpaotatcommunication, housing
and education. Of the US$212 million, 40% or apprately US$85 million, was
on concessionary terms.

Some Specifics on CDB

Mr. Chairman, CDB's performance in the year underew was mixed. Net
income from the ordinary operations declined to US8 million - from $12.8
million in 1993. The factors responsible includedér returns on investments
and on OCR loans in the first half of the year assalt of the reduction in the
OCR lending rate in 1993 from 8% to 7.5%.

Gross approvals of loans, contingent loans andtgraere US$56.5 million,
compared with US$92.9 million in 1993. However bdissements increased to
US$51 million, from US$48.3 million in 1993.

On the Bank's part, Staff, in 1994, placed incrdasaphasis on activities in the
social sectors and on the supervision of projecteeuimplementation. On the
part of the BMCs, some, still in the process afictnral adjustment, have been
experiencing difficulty in the implementation ofopects approved, as well as in
mobilising counterpart financing.

The increased attention towards minimising thefedities has been facilitated
by the establishment of a Project ImplementatiahRortfolio Quality
Monitoring Unit. The Staff in that unit has concetéd on reviewing the
supervision function and developing project perfance and portfolio quality



indices and procedures to improve supervision mamagt and portfolio quality.

Increased emphasis on the social sectors wastdéediby reorganisation of the
Projects Department to include a Social Developridavision. | am therefore
pleased to say that during the initial year (198@4jivity towards attaining that
objective has been very encouraging, especialllgerfield of education. Indeed,
through the dedicated efforts of our Staff andabeperation of the relevant
ministries in the recipient countries, the appigisacess for a number of major
projects has either been completed or is well ack&nThe social sectors are,
clearly, an area of considerable need which witlessitate CDB's intervention -
for both capital and technical assistance - wedl the future.

While the entire Region continued the processyohdyto adjust to a changing
international economic environment, there was aeraging turnaround in
Grenada's fiscal situation following the implemeiata of a home-grown
structural adjustment programme. However, the aglsnpublic finances are still
somewhat fragile.

Mr. Chairman, since our last Annual Meeting, thev&ament of Antigua and
Barbuda has signalled its intention to undertakeralar exercise to that
conducted in Grenada. CDB was pleased to haveibeiged to join the Eastern
Caribbean Central Bank (ECCB) and other regiongdwisations in helping to
formulate an appropriate adjustment programme farga and Barbuda. The
committee established to draft that programme épsrted to the Government
which has since started to implement some of tbemenendations.

CDB looks forward to any further assistance it offar along with its regional
counterparts and welcomes the recent intensificaifaelationships with Antigua
and Barbuda. We also hope that the programmegtiatally agreed will come to
have wide acceptance by the people of Antigua artla.

Overall, the Annual Report indicates that prospémtsmproved performance in
the Caribbean in the near term will depend on @eed investment in productive
capacity in BMCs, more focussed business developawivities, greater
attention to marketing and promotion, improved @ffeeness and efficiency in
public sector management and operations, and,ussepMr. Chairman,
continued improvement in the international econoespecially the economies of
North America and Western Europe.

| now turn, Mr. Chairman, to the main theme of nigt&ment for this year which
is entitled "CDB - Twenty-Five Years And Beyond".



3. "CDB - 25 YEARS AND BEYOND"
Introduction

Mr. Chairman, in our tradition, individuals, orgaations and societies often find
it useful and convenient to use the occasion &franversary to celebrate, to
reflect, to challenge themselves and even to diemge. We at CDB see no
reason to depart from this custom.

Early Beginnings

Yesterday, as part of the activities to celebrageanniversary of the founding of
CDB, we organised a Symposium, during which sewvexgdected academicians
in the field of economic development, our Governtdre Management and other
practitioners in the fields of business, financd banking shared views on the
state of the world economic order from the pergpedaf small open economies
such as ours. We also sought to identify additiavahues through which
financial institutions such as CDB may assist tegiBn as it adapts to the ever-
changing economic environment | am confident tates of the insights gleaned
yesterday will be reflected in the courses of actltat the Region and CDB will
pursue in the future.

The Charter and Some Early Visions

Mr. Chairman, in assessing CDB's performance dseét5-year life, | will begin
by referring to the context in which the institutiovas established.

By 1970, many of the Commonwealth Caribbean coesitniere either moving
towards, or had recently attained, political indegence. The enormity of the
development challenge which they faced was widetpgnised. Because a flow
income levels, domestic savings were insufficierfitance the level of
investment required for growth. Many of the cowsgrielied heavily on grants-in-
aid and other official development assistance flaansl unemployment was at an
unacceptably high level. In the circumstancesas ¥elt that there was critical
need for a financial institution to assist the Raghs a whole in the efficient
mobilisation and use of both domestic and foreigjpitel.

In that environment, CDB was established as pathefegional strategy for
economic development, and charged specificalltiatribute to the harmonious
economic growth and development of the member cimsnn the Caribbean
(hereinafter called the "region") and to promoteremmic cooperation and
integration among them, having special and urgegdnd to the needs of the less
developed members of the region”.



| believe, therefore, Mr. Chairman, that it maylhesa@me interest to recall a
sample of the views expressed at the inauguralingeet the Bank in January
1970 about the role CDB was expected to play.

The first President of the Bank, Sir Arthur Lewasjoined the Bank to play a
leadership role. He observed that the test of Welsan leadership would be its
capacity to create conditions in which broad mas$esir people can live full
lives, with good employment opportunities and ampé®mes and services; and
warned that if that leadership did not meet thss, ¢ did not deserve to survive.
For him, the job of the Bank was clear, and | quote

‘The job of the Bank is to do whatever it can iegaesources and
produce good counsel, to contribute towards crgatmeconomy and
work for all and a steadily rising standard oftiigifor all our people. This
IS no easy task but it deserves every ounce ofjgraerd intelligence that
we possess".

The then Prime Minister of The Bahamas, the Horldarhynden Pindling (now
Sir Lynden), in his opening address, foresaw thattew institution would have
to rapidly increase its capacity to raise capitaileisponse to the increasing needs
of the regional economies. Observing that the 19/@dd usher in the age of the
jumbo jet and commercial use of supersonic plandgfzat this would have
significant implications for the quantum of invesmt that would be required to
provide the infrastructure and ancillary servicesdaed in tourist economies such
as The Bahamas, he suggested that the demandoftal ¢ar overall

development in the Region would certainly increagéeaps and bounds.
Accordingly, he ventured that, by 1980, the capiaburces of CDB would need
to be increased at least ten-fold, to US$500 nniJlttorn the original US$50
million. Incidentally, or should | say coincidertalat the end of 1980, CDB's
subscribed capital was US$237 million, resourcedridmited to the special funds
reached US$238 million, and reserves and accuntutetincome had grown to
US$28 million, making a total, at that date, of B8$ million!

The then Governor for Canada, the Honourable EBgason, speaking on behalf
of Canada and the UK - the two non-regional fougdmmembers - warned that the
road ahead would not be free of difficulties anevdattention to the importance
of the spirit of partnership between the regiomal aon-regional members. He
was confident that the Bank would play a role @af@&asing importance for
Caribbean prosperity, both by virtue of its lendaxgivity and by acting as a
catalyst to stimulate foreign investment.

The Hon. William Demas, who was then Secretary-Gdrod the Caribbean Free
Trade Association (CARIFTA), and who later servedaaistinguished President
of the Bank for some 13 years, emphasised the itaupce of the new institution
playing a role in support of the regional integvatprocess.



How has CDB responded to those challenges and &tjpes?

| believe it would be true to say that, altogetheikeeping with its mandate and
purpose, CDB has made a significant contributiothéodevelopmental
endeavours of the Commonwealth Caribbean overabe3b years.

The "Resource Mobilisation" Challenge

Let me begin with the challenge to mobilise resesror the pursuit of the
Bank's purpose.

Starting with an initial subscribed share capifdl8$ 50 million (of which
US$25 million was paid-up and US$25 million cal@hIlCDB had, by the end of
1994, increased its subscribed capital to US$64Bomiwith US$143 million
paid-up). Paid-up capital and ordinary reserveeasalready committed, are
available for lending, while callable capital isedson a stand-by basis to cover
borrowings and guarantees in the Bank's ordinaeyaijwns. Based on, and
including this level of subscribed capital, CDB Imagbilised, a total resource
flow of approximately US$1.7 billion, of which 58 for use in its ordinary
operations and the remaining 42% in special or essionary operations. As the
Annual Report shows, the current position in teainotal resources at December
31, 1994 was US$980 million, including US$197 roifliin accumulated net
income from all operations, or more than 20% oddiltodsources.

That those contributed resources have come froariaty of sources is
important. It illustrates the extent to which than® has clearly served as the kind
of regional entity for self-help and cooperatioatths Founders envisaged.

That 43% of the resources came from non-regionahlpees must not go
unmentioned. Neither must the borrowing capacif their callable capital
provides. In addition, the experience and counsethivthey contribute to the
policy- and decision-making process within the Baak helped to strengthen its
resource mobilisation efforts.

Mr. Chairman, 12% of resources mobilised were fthenother regional
members, Colombia, Mexico, and Venezuela, whossepiee in the Bank is not
only financial but participatory, and has led te #irengthening of relations
between the countries of the Region, helping takh&ygroundwork for wider
regional cooperation in areas such as the rectartltyed Association of
Caribbean States (ACS).

Also, the fact that the Commonwealth Caribbean Menmbhave come together in
CDB and put up 14% of the resources mobilised te gaimportant. It is
significant that the resource flows from within tRegion include two bond issues
to regional central banks, two public issues onctijgtal market of Trinidad and



Tobago, as well as that country's contributior 974, to a Fund for assistance to
the Less Developed Countries (LDCs) in meeting iregucounterpart funding.

CDB has also served as a channel to the Regiaesources from the
international capital markets, from the larger mhatéral financial institutions (i.e
the World Bank, the Inter-American Development Bankl the European
Investment Bank), and from non-member countriesh(ss the USA, The
Netherlands, Sweden, Nigeria and New Zealand) atof which 31% of total
resources mobilised has come. Let me, thereforeCkairman, take this
opportunity to express my gratitude, on behalhef €DB, to all those countries
and institutions that have contributed significand the Bank's resources and,
through it, to the Region's development efforts.

And finally, on the question of achievement by CibDBhe area of resource
mobilisation, | should point out that resourcesegated internally on OCR
operations, including the Special Reserve, amauht3$122 million, equivalent
to 63% of OCR loans outstanding, a ratio that rssaered to be very good by
international standards, and which itself servesnizance the capacity of CDB to
raise capital on international financial markets.

To meet its challenges, it was not enough for COBbbilise resources! It had to
put these resources to work. How did it do this?

As a background to my answer to that question,KHentaree observations.

The first is that the institution has operatedwo mutually reinforcing
dimensions: as a bank which, from its OCR, providass to assist in increasing
the capital assets, incomes, output, employmenfaedyn exchange earnings of
the target economies; and as a development agemich wot only mobilises
resources for similar lending on more concessiemag than the OCR, but also
provides technical assistance, training, and ecanadvice.

The second observation is that the trend in CDaidihg, from 1970 to the
present, reasonably reflects the development pasrof the Region during that
period. Directly and through credits to nationatfelepment financial institutions,
both public and private, CDB has provided finandimgesponse to the critical
needs of the

Region in various sectors. In support of the puddictor investment programmes
and the productive sectors of the BMCs (particyldre smaller ones), the
financing has been allocated to infrastructure (hyaransportation),
communications, power, energy and water; to manwifisag, including industrial
estates; to agriculture, including agriculturaldeeroads, fisheries development,
land settlement and rural development; to humaoures development, by way
of student loans; to housing for mortgage finamclew and lower-middle income
groups; and to tourism.



The third observation is that the Bank has beeémads-on" lender, which means
that it does not merely provide financing but issely involved in the investment
process. It has established criteria to seek tarerthat projects which it finances
are feasible from the economic, technical, finananstitutional, social and
environmental perspective. In appraising a progdbstantial attention is paid to
the expected net sustainable economic benefits fihenproject in terms of
increased output, employment, and foreign exchangbeory, the borrowers
prepare their project proposals which CDB appraisepractice, CDB is often
involved in the whole cycle for public sector prifg from identification through
preparation, appraisal, implementation, supervisamal post-implementation
evaluation.

The "Leadership" Challenge

Mr. Chairman, let me now turn to the areas in wi@dhB has shown its capacity
for leadership to date.

First, | would point to the institution's successestablishing and implementing
sound operational policies, building a reputationifitegrity, and ensuring
viability.

Second, there is an aspect of CDB's operationsithaty view, has added
considerable value to the Region's developmenttsffbrefer to it as the "project
approach” to investment appraisal and managemeahn though in 1970 the
concept was not new, over the years it has beeangiew meaning and force.
While doctrines of development, such as those esiging physical capital
formation, balanced growth, backward linkages, irtygabstitution, export
promotion, privatisation and investment in humapited have certainly provided
the broad policy framework for investment decisioaking, the "project
approach" has evolved as a systematic, disciplmeldyet flexible way of
determining the range of investment activitiesuospe at the micro-economic
level. As we increase our focus on social sectojepts, even more emphasis will
be put on furthering the involvement of the ultimaeneficiaries in the process of
project choice, design and implementation.

Previously, when projects were financed bilaterallynors made available to the
Region their skill and experience in project plamghand management - in
addition to financial capital. While the concept'pfoject” was unpopular at the
beginning, CDB itself learned and adopted it ancberaged the BMCs,
particularly the LDCs, to do the same. We persigpadticularly through training
courses that have focussed on all aspects of tyegpicycle; and even though it
was difficult, we succeeded in getting acceptaridbecrucial role that this
approach can play in ensuring sound investmensibes and in preventing
improper, wasteful and inadequately supervisedfitgan proceeds.



Third, Mr. Chairman, the Bank has been particuladgcessful, when financing
public enterprises such as utilities and portgnoouraging governments to
implement realistic pricing policies to ensure fingl viability, to eliminate the
need for uneconomic subsidies and, in generainfghasise sound management
policies, including adequate maintenance and replaat planning. In a way,
even before the slogan of "getting prices righttdree popular in some other
guarters, we were urging our borrowers to do so.

Fourth, in allocating some 24% of its net financiagational development
finance institutions for on-lending to small anddinen-sized enterprises, CDB
sought to assist these institutions, most of winehe themselves created by
governments as vehicles to assist achievementvel@anent goals, in building
the capacity to mobilise capital for national deyghent. CDB also provided
them with significant technical assistance aimesti@ngthening their
organisational management and operational capac8igch assistance included,
among other things, appointment of technical emsc officers and consultants,
computerisation of management in-formation systantsformulation of
operational and financial policies and guidelines.

Fifth, Mr. Chairman, the Bank has helped easeitalfand balance-of-payment
pressures on BMCs in a significant way. As you knblultilateral Development
Banks (MDBs) normally provide loans for the foreigurrency needs of projects.
However, as a matter of deliberate policy, CDB faaditated such flows over
and above the foreign exchange costs of indivigugjects. It has been estimated
that 26% of CDB's loan financing to the more depetbcountries (MDCs) and
28% of that to LDCs was in that form and therefavailable to assist in easing
the need for local counterpart funding.

In this regard, | would mention also that CDB playgekey role in the creation of
the Caribbean Group for Cooperation in Economicddgyment (CGCED) - a
forum out of which the Caribbean Development Fac{ICDF) grew. CDF
provided development financing for projects in fgrecurrency to cover local
currency costs. It thus provided balance-of-paysiassistance through project
financing and helped to relieve the fiscal pressingroviding counterpart funds.

And finally, Mr. Chairman, | am pleased to obsetivat the Region seems to
regard the Bank as a useful source of advice. thde#aresay that the Region
looks forward to the views and perspectives entediby the Bank at our Annual
Meetings and on other similar occasions. For exampl1988 when | was first
elected President of the Bank, | ventured the \leat tourism had the potential to
be the main engine of growth in most of the regi@sanomies and that we
should intensify efforts to enhance its contribatio

Since then, | was very encouraged by the posiggpanse of many governments
and other institutions in the Region, and in thecpss, reinforced my view of the



high esteem in which the Bank is held by its memblewould therefore say that,
through dialogue, exposition of operating expergcommenting on issues and
problems, identifying constraints faced by the Ragnd joining, wherever
possible, in the search for solutions, CDB is rdgdras an example of regional
success. | trust that we shall continue to jushfg reputation.

These | believe, Mr. Chairman, are examples ofyhe of constructive activity
that the Bank's founders anticipated it would nigegindertake.

Mr. Chairman, | now turn to the expectation, expegsin 1970, that the new
institution, would assist the regional integratpocess.

The Integration Challenge

One aspect of this challenge was that, in payirgigpattention to the needs of
the LDCs, CDB was expected to serve as a compegsagchanism to enable
the LDCs to cushion the effects of the additiorgats of integration that they
would have to bear. The proportion of CDB financiaghose countries, and the
degree of concessionality attaching to such fimramdestify to the extent to
which that remit has been carried out.

Of the net cumulative financing approved, some $&ilion or 56% went to the
LDCs which have 13% of the population of the BMCsans were 87% of that
amount and grants the remaining 13%. Nearly threstgrs (73.7%) of those
loans was financed from "soft" resources. Lowentimarket interest rates, longer
maturities and long grace periods result in a §icamt increase in the degree of
concessionality attached to CDB's financing inltB€s, with the grant element
being estimated at 56%. That CDB was able to peofiithncing at lower costs
than borrowers were otherwise likely to have hapap is further evidence of the
Bank's special contribution to development effoftthe Region and the LDCs in
particular.

Loans made to regional projects represent effgrtSDB to assist the regional
integration process. Multi-country projects wersistgd - in education,
agriculture, and transportation. Support for reglaooperation in the vital area
of education was provided through loans to the Ersiy of the West Indies.
Loans to Leeward Islands Air Transport (1974) Laedi{LIAT) and the West
Indies Shipping Corporation (WISCO) were cruciatdarism and to intra-
regional trade; and even though they were not ssfekin financial terms, there
is little doubt of their critical importance to theeds of the integration movement
at the time.

Mr. Chairman, vast improvements have been madeeiguality of infrastructure
facilities in the LDCs and financing by CDB hasy@d a major role in bringing
about those improvements. Reliable electricity watker facilities were essential
to industrial production and to the tourist indys8eaports and airports and their



upgrading were needed to facilitate the growthoafism in several of the LDCs.
Feeder roads were needed to enable farmers thejebainanas and other
agricultural produce to market in good condition¢gl ome financing was also
channelled to the LDCs for the establishment ofigtdal estates with a view to
assisting development of their manufacturing sectbnese are but a few of the
critical areas in which CDB was able to responthtoneeds of regional
economies and channel resources in support ofdieeglopment over the past
two decades.

Providing technical assistance has been a majosfotCDB, spanning a wide
spectrum of activities - mostly in the LDCs. It hasluded, among other things,
pre-investment, sectoral and export promotion st&jdpilot projects on alternate
and renewable energy sources; the Caribbean Texdioal Consultancy Service,
through which "hands-on" assistance is given iolk@sg technical problems
encountered by small and medium-sized businesegscppreparation and
implementation work; advisory services; trainingrtcularly in all aspects of the
project cycle as well as seminars on economic m&nagt; and meeting the costs
of consultants and personnel to work in middle laigth-level administrative and
technical positions. The setting-up of the FundEorergency Programme
Assistance and Common Services in the LDCs in 193a6other noteworthy
example of the attention paid by CDB to the spemma urgent needs of the
LDCs.

In collaboration with the United States Agency limtiernational Development
(USAID), the Bank created the Basic Needs TrusdH@BNTF), which supported
a programme of grant assistance to the countridsed®rganisation of Eastern
Caribbean States (OECS) and Belize, to assist thexpanding and conserving
the stock of social and economic infrastructureesal to growth, while
providing basic services and short-term employmeligible sub-projects were
in the areas of health and education, provisiopot@ble water, drainage,
footpaths and rural roads. With the phasing o ®AID financing, the
programme is continuing with funding from the Spé&evelopment Fund and
additional self-help contributions by participatiB§1Cs, which now include
Guyana. Mr. Chairman, the Basic Needs Programrottes cited as one of the
major successful interventions in regional econateieelopment by CDB.

Mr. Chairman, the Student Loan Programme in the £ ¥Gnother example of
how the Bank carried out its special mandate tsage LDCs. Instituted in
1973, it has, in 21 years, received $23.5 millimmf CDB from which 12
countries have benefited. The programme has abjiéstives, the development
of middle and upper level management, professiandltechnical skills for
deployment in the BMCs. It has helped considerabhgducing governments'
financial burden to provide for tertiary educatiarhile helping to ensure that an
adequate pool of relevant skills is available fational needs. Most of the
programmes have a high retention rate of skillslamddefault rates of loan
repayments.



Those then, Mr. Chairman, are some examples ofites pioneered by CDB in
adhering to the special mandate given to it inmeé¢athe LDCs.

. TODAY'S CHALLENGES

Notwithstanding the success | have sought to cifamCDB, the Region today

still faces many of the problems that existed idA.9ndeed, there are new issues
as well as new perspectives on the old ones -thesitelation, reduced aid flows,
loss of preferences, trickle of direct investmeapid technological

developments, creation of trade mega-blocs andniatienal trade liberalisation -
to mention a few. Most of all, | again wish to drattention to the alarmingly

high rate of unemployment in some BMCs, accompabiethe many social
problems that thrive in such conditions.

Mr. Chairman, | know that our BMCs are seriousiypoerned and | envisage that
they will expect every bit of assistance that canrustered in formulating and
implementing adequate and innovative responsesnkgetherefore, outline some
of those concerns as | see them, mindful that adirative logistics would not
have afforded me the opportunity to include in ropsiderations the insights that
flowed from the deliberations at yesterday's Sympuos

Briefly, the critical concerns are centered on tjoes relating to trade policy,
investment flows, production and human resourceldgwment, including
productivity and employment.

Overall, I believe that it is fully realised thatsseptibility to external
developments is part of the reality of the Carilvbsiguation. We have to face up
to our vulnerability, to shocks in the marketplé@eour export commodities and
services, and to fluctuations and variations inttade cycles of those markets.
We have to be aware of, and respond positivelthese developments. We are
mostly islands; but insulation from internationatdes is neither possible nor
desirable. Where there are barriers, we must sgléenlye; where there are
rapidly changing circumstances, we must see oppitytuwhere our own efforts
are weak, they must be redoubled.

Mr. Chairman, there is increased awareness ofatieliat, while growth is a
necessary condition for full employment, the sodiatensions of economic
policies matter immensely and are prerequisitegfowth itself. The paramount
concern will, therefore, be to formulate policieslgprogrammes that focus on
human resource development.

In an environment of international trade liberaiisa, of widening cooperation
among Caribbean states, of greater reliance oodimpetitive forces of the
marketplace, and in a situation where productiahexport of agricultural and
even mineral commodities will not be sufficientpimpel our economies forward,



we must proactively seek to identify and exploéas of production, of both
goods and services, in which we have, or can inggroemparative advantage,
and to explore avenues to bring about meaningftgésgto the global
marketplace.

| believe that, aware of the significance for eaoimmdevelopment of both
international and domestic capital flows, what \@a do to increase those flows
is obviously a major concern. For example, the fadwnultilateral and bilateral
capital to the Region in general has slowed dowmafeariety of reasons. Capital
inflow revival is critical, perhaps not so muchway of increased official flows
and borrowings, but rather through increased dire@stment, if only for the
technology and opportunities for market accesswiiaaccompany the latter.
Further, | think it is widely recognised that ourancial system is narrow and
under-developed and that attention has to be divés development in tandem
with the emerging thrust towards increased investnmethe productive sector.

Mr. Chairman, our concerns about production wijuiee us to answer questions
of how to restructure the economies and make tregpahle of expansion on a
sustained basis; how to re-orient existing manufag industry to be export
competitive; how to encourage new industry; andtyanaducts and services
should be produced. In view of the modicum of sasdlat the creation of export
processing enclaves has had, we must, for exaiglgeriously asking what
steps can be taken to increase non-traditionalres®élow to ensure
maintenance and expansion of the services industiyding tourism, that has
been a major source of critically needed foreigchexge earnings? To what
extent will it help if we initiate, foster and stigthen efficient small- and
medium-sized entities geared for export to the gloharket?

One of the major issues here is the need to emsiiiemployment of ow human
resources and the related requirement that thi$esnbe achieved where there
are high levels of productivity of labour and otkest-minimising strategies,
along with efficient choice and use of rapidly chig technology.

So, there is the matter of the need to mould aongtacbmprehensive technology
policies. It also appears to me that we are unjlikelbe able to avoid making
significant changes in the policy, institutionadnanistrative and legal
frameworks in which we currently operate. Improviong economic and social
management capability, too, must be a major conesrwell as the quality of
consensus among the social partners which willita¢ to the success of our
efforts to create full employment and sustainaleleetbpment.

Mr. Chairman, | have merely been touching on adéthe burning issues
currently on the regional agenda. The core of CD®s programme in the years
ahead will, therefore, have to be dedicated tastisgiin finding solutions to
those issues and helping to implement them thrdéergding, technical assistance,



dialogue, the mobilisation of resources and sinalaivities in which it has, over
the past 25 years, been gaining experience.

. CHALLENGES FOR CDB

Against this background, Mr. Chairman, | see botlotinued and a new focus
for CDB in the future. | see CDB engaging in anregser and more intense
dialogue with BMCs who, | believe, feel a certagmse of satisfaction at having
created this institution and at the way in whichas been carrying out its
assigned tasks during the past two and a half éscadelieve that they regard
CDB's lending and other activities as a significamplement to the Region's
development efforts. | therefore envisage thatBds to continue to serve its
purpose of assisting regional development, thehatl be doing so in the context
of the above and similar challenges facing the BMCs

| therefore envisage intensification of CDB's foausthe social sectors,
especially in the areas of human resource developmmanaging the
environment and reducing poverty. In so doing, easpghwill be placed not only
on the building up of financial capital, but also lmuman capital, which is really
the key imperative on the development agenda.

| also see the need for CDB to continue financipgrapriate infrastructure,
though | suspect that the type and mix of infragtrite needed will be different.
Accordingly, CDB is likely to be asked to make ledar infrastructure in the
areas of information technology and telecommurocestj for example, because
that kind of infrastructure will be essential t@ thew modes of production which
our economies will have to employ. And | anticipttat lending for
infrastructure will not be restricted to physiaafrastructure but will include the
building, strengthening and facilitation of institins, systems and procedures in
support of the new thrust that the Region's pradedectors will be making.

CDB will need to continue its efforts to assisthe mobilisation of capital for
long term financing. But it will need to widen ftscus to include working even
more closely with BMCs in encouraging direct invesht flows into the
productive sectors. As former President Demasisdits 1980 statement to the
Board of Governors: ".... the real crisis which wehe Region face in the decade
ahead is a crisis of production”. That is still tase. CDB will have to assist in
exploring every possible avenue to increase the lefinvestment in the
Region's productive sectors.

| see CDB not only continuing to serve as a catatyattracting and mobilising
capital, but also assisting more in the area @rfaial institution building.
Accordingly, |1 see CDB in its future lending to BRh the Region encouraging
them at least to match the credits from CDB withited that, hopefully, they will
themselves raise on national and regional markets.

Mr. Chairman, a great deal of work will have todme in the area of promoting



development of the regional capital market for sgsiand investment. |
anticipate that CDB will, therefore, be intensifyithe extent of its fulfillment of
one of the mandates given to it in the Chartertduthich it has not been
possible, so far, to devote much attention. Inttégard | can see CDB
cooperating with other financial institutions opterg in the Region to help devise
appropriate mechanisms and instruments for fatrigehe growth of equity
financing.

| see CDB supporting BMCs in developing marketitrgtegies that will facilitate
access to global markets. And in this regard, isage that more of CDB's
investments will need to be channelled to the pes&ctor in the light of the
enhanced role that the private sector is expect@thy in the development of
regional economies. We shall have to devise maoeslior doing this electively.

| see a Region whose foreign exchange earning$eitlerived increasingly from
the export of non-traditional goods and of serviwea wider market, and CDB
providing loans in support of the production ofgh@oods and services.

The opportunities associated with the rising trehdlobalisation have to be
sought out and pursued. Initiatives such as thogertly being taken by the
Region in concert with the wider Caribbean in areathe ACS will widen the
regional market and hence provide an opportunitydoewed and more vigorous
attempts at manufacturing. It is fully recogniskdttin a global and liberalised
market for knowledge-based rather than raw mateaakd products, smallness is
not the same impediment that it proved to be imgyort-substituting regime. |
therefore envisage CDB working with its BMCs in prating and creating
opportunities for development of many small, effrdi, competitive firms
exporting their products and services to the witi@rbbean and indeed to the
world at large.

In this context, Mr. Chairman, there are two pointsch | would like to make. |
am in total agreement with recent initiatives takgrCommonwealth Caribbean
countries to strengthen ties and deepen their cabpe with the wider
Caribbean. Indeed, my address to Governors in i®®erida, Mexico, urged
the enhancing of cooperation in the wider Caribb&an, Mr. Chairman, our
participation in the ACS and moves to gain acceggda trading blocs such as
that created by the North American Free Trade Agesd (NAFTA) should not
be regarded as requiring abandonment of our ovegiation movement.

The second point is that the strengthening of elations with the wider
Caribbean and the seeking of access to NAFTA shaatidequire us to weaken
or downgrade our long-standing relations with tlhedpean Union. For, as the
West Indian Commission said in its Report entitf€sine for Action”, we should
always try to maintain as many windows on the wasddossible.

Mr. Chairman, Governors will this week be considgrguestions relating to the



implications of expanding the Bank's membershipyenor members would
assist resource mobilisation efforts and help teaqg burden-sharing over a
wider donor membership. Since the Bank's Chartewalother regional
countries access to membership and the Commonw@althbean countries are
deepening their cooperation with the wider Carilmbesggion, | would think that
CDB may need to expand its activities to serve@ewborrowing membership.

These are some of the ways, Mr. Chairman, thatisage CDB will assist in
devising and implementing responses to the chatletigat the Region faces.

Finally, Mr. Chairman, it would be remiss of mectanclude this address to the
Bank's Twenty-Fifth Annual Meeting without payingute to, and recognising,
the great contribution made to the Bank durindiits 25 years by the following:
a. past and present members of the Board of Govearatshe Board of
Directors;
b. the first two Presidents of the Bank;
c. past and present members of the Bank's staff kalls, whose
dedication and commitment has been exemplary,lasdbut not least
d. the member countries of the Bank, without whosestaont and whole-
hearted support the Bank's success could not hesre dichieved.

In closing, Mr. Chairman, | would point out that wethe Caribbean are a deeply
religious community, and I think our people woulkeklus also to give God thanks
for his guidance during these past 25 years anelqoest it for the next and
beyond.

For my part, and that of my loyal and dedicatedf st@ledge our continued
commitment to our tasks for as long as we shajiben the opportunity.



