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1. OPENING REMARKS

Mr. Chairman, Members of the Board of Governors afiithe Board of Directors,
Members of the Cayman Islands Legislature, Diststged Delegates, Observers
and Guests, Ladies and Gentlemen:

It is indeed a personal pleasure for me to beenGhyman Islands again.

Since our last Meeting, the Region has sufferedag® of the first President of
our Bank, the distinguished Nobel Prize Winner aoltomics, Sir William

Arthur Lewis. Let us always remember his great warthis Bank and elsewhere
as we continue our efforts to build on the fourmizihe so ably laid.

Some change has also taken place, Mr. Chairmdheisenior management of



the Bank since our last meeting. Mr. F.A. RupertiMgs, who joined the Bank's
staff in September 1976 and served as Directdneticonomics and Projects
Analysis Division and later as Treasurer and Cdletrdoefore his appointment as
Vice-President (Corporate Services) and Bank Sagretith effect from January
1, 1988, retired from that office on February 2fis tyear. | would like to take this
opportunity to place on record my appreciationhaf tremendous contributions
made by Mr. Mullings to CDB (and to the Regionat\ses) during some sixteen
years of service to the Bank.

Mr. Chairman, as you are aware, Mr. Mullings hasrbgucceeded as Vice-
President (Corporate Services) and Bank Secretalsh Masie Plummer and it
gives me great pleasure to welcome her to thisfits¢Meeting of the Board of
Governors, in her capacity as Vice-President (CatgoServices) and Bank
Secretary.

One of the most notable features of our assembigng is that, finally, after 22
years, we have brought our Governors'; Meetin@p¢oQayman Islands, to the
land of spectacular crimson sunsets; to one o$thallest of our Borrowing
Member Countries (BMCs); and yet to be of the werldading offshore financial
centres. We are gratified that this has now occduifée Cayman Islands has
become the first country, from that constituencyivé members which share a
Governor, to host an Annual Meeting. We know howdichallenge that
presents, and what a fine achievement it is to kave so.

| wish to assure you, Sir, that although our contiege has taken those many
years, the spontaneity and warmth of the Caymameaple's welcome have been
well worth the wait. Our experience here is testi;mto the veracity of the ten
Chairman-elect's assertion when we ended our Mg@atiMerida last year that
"the business of the Cayman Islands is being migebple".

| think it very appropriate that we should be megtat one of the memorable
landmarks of Columbus' voyage at a time when thedais observing
(celebratory or otherwise) the quincentennial céraarkable course of events
which so changed our people's destiny. Whateveurtkderlying reasons for, or
causes of, what transpired so long ago, our pdaple made the most of our
transplantation to the Western World. We have tiodled laboured, have survived
and have developed norms, relationships, a lifestgd culture which the world
recognises as uniquely Caribbean. | have obserwesth im this country that
expresses the Regions vitality and symbolisesubeess of our common
endeavours for sustained development in the facerdiderable odds.

We face enormous difficulties because of the nedffismall size of our
countries, and more so, because of exogenous saafttransportation,
communication, technology, trade, politics, etegrowhich we have little control
and, most often, no control at all. Mr. Chairmagcdwuse of the factors to which
reference was just made, the success achievealyayman Islands is the more



remarkable. Education, health and other socialises\sector, as we have seen,
are buoyant; and per capita income finds comparisainly among the
industrialised countries. It is to me a sourcearfie pride and satisfaction that the
record will show a not insignificant CDB participat and contribution to the
process of economic advancement. To date, CDBitatapd technical
assistance financing to the Cayman Islands is appedely US$47 million.
Those resources have gone towards airport develapagriculture, seaports,
tourism, industry and other activities. Just thesek, the Board of Directors
approved technical assistance financing for a stagynsure that there would be
no significant damage to the environment here ltiegurom the extraction of
construction and fill material which is necessanythe implementation of major
projects within the Development Programme. | meyd, also, that CDB has
earmarked additional financing in the years aheadontinuation of the close
cooperation that has characterised the relatiortstiyween the Cayman Islands
and the Bank.

As | conclude this introductory segment, Mr. Chammmay | also say how
impressed we have ben with the excellent arrangermeade to ensure our
comfort. Also, we have had put at our disposal wenyymodious facilities and
capable support personnel from various areas dfgatministration in this
country. | am sure that these facilities and sugdpsert will contribute in no small
measure to a very successful outcome of this Mgetin

. ANNUAL REPORT AND CDB'S PERFORMANCE DURING 1991

The Board of Directors has submitted to the Bodr@avernors an Annual
Report which contains not merely the facts andrégwof our 1991 performance,
but evidence of continued expansion and growinguntgit But before detailing
the highlights of this performance, it is worth rtiening that CDB's performance
in 1991 could be regarded as the base from whicthe first quarter of 1992,
CDB was able to put its financial status to a rigigtrnational test by making its
first approach to the financial markets for a pr@vplacement. The Triple A rating
which was accorded CDB by one of the world's legdating agencies and the
favourable response to the Placement for US$3Gomiih the United States
capital market were a tribute to the work of susoesBoard of Governors and
Directors and the Management and Staff of CDB dvetryears.

Further, Mr. Chairman, in 1991 we also tested agmrernmental mechanism
through which assistance might be channelled spyetedsmall and micro-
businesses. We also initiated in 1991 a new kintaftgage financing facility
which incorporates a revolving fund, and which wilp to provide homes for
low-income families, particularly those headed pynven.



In general, while the Region on average reflecteda@nomic performance in
1991 that falls below the level attained in 199@ré are some positive aspects
which should not be too lightly dismissed. Forenmaabng those positive aspects
is the fact that two of our largest BMCs (Trinidaad Tobago and Guyana) have
returned to a growth path. Their improving perfonc@means much to the Bank
and to the Region - their markets being criticaityortant to CARICOM.
Noteworthy also is the level of fiscal disciplineilg exercised in many of our
BMCs, along with other measures that are beingrpplace to soften the impact
of the largely externally generated recession. GD@'ecasts are for continued
sluggishness in the economies of the BMCs; henagpercts cannot be bright.
However, the determination is there to confrontchallenges with clearly
defined policies and purposeful action. Our pla@BB is to continue to provide
advice and, of course, technical assistance anthtépancing to the extent that
our resources allow.

Mr. Chairman, | choose at this point to express Gppreciation of the support
from all Contributors for their ready replenishmehthe Special Development
Fund, thus ensuring continued financing of priopitgjects at low interest rates
over a longer term. As you know, this Third Cycktemds over the period 1991-
95 for which a replenishment of approximately US$hdllion was agreed. Of
this, US$18.5 million has been confirmed to date. &kk very pleased that those
negotiations were concluded in a timely mannertaatiour BMCs are
demonstrating increasing self-reliance by makipgagportionately greater
increase in their contributions.

| wish also to express again CDB's appreciatiothefadditional grant resources
being made available to the Region through thiskBanthe Inter-American
Development Bank. Totalling US$3.8 million, the regris being channelled
towards four regional projects for the followingrpases:

improvement of the standard of health in the EasBaribbean;
institutional strengthening of the University oétiivest Indies;

support for work of the Independent West Indian Gossion; and
assessment and analyses of indigenous entreprahgevelopment in the
Eastern Caribbean.

apop

Let us now turn to the Bank's operational and fai@mperformance. A close
examination of the details of the Annual Report ldahow that the 1991 outturn
was an improvement on that of the previous yeaichvhad included a large
Economic Recovery Programme loan to Guyana. Logrévals in 1991 of
US$109 million were substantially higher than the382 million target set in the
Work Programme at the beginning of the year. Tinsdased project activity
resulted from greater collaboration and cooperatietwveen the Bank and the
BMCs. Without doubt, the pressure on staff wastgreand | wish to commend



all involved on their commitment, dedication andfpssionalism in staying with
the task to completion.

Loan Approvals, net of cancellation, in 1991 amedrtb US$108.7 million,
compared with US$101 million in 1990. A new landknasas reached as Net
Cumulative Approvals crossed the billion-dollar knand were US$1,009 million
at December 31, 1991, including Net Cumulative GFanancing of US$70.8
million. Disbursements for the year under revieweMd S$53.8 million. But the
comparison with the 1990 Disbursements of US$88animust be viewed in the
light of the extraordinary circumstances of the &uy loan that year for which a
substantial disbursement took place. Cumulativésements (including
Grants) at the end of 1991 were US$759.4 million.

Once again, and as stipulated in our Charter, CDOesations and activities in
1991 took seriously into account the special neédise Less Development
Countries (LDCs). Seven countries within that groegeived 49.6% of the total
value of capital loans and 74% of all concessiomanging approved in 1991. Of
four Contingent Loans, three were for the LDCse{ght technical assistance
grants to individual countries, four went to the@f And, of course, that group
was the principal beneficiary under the ten Redideahnical Assistance Grants
approved. The LDCs continued to receive the lasgare of cumulative
disbursements, getting 56.4% of the US$759.4 millisbursed by the end of
last year.

Mr. Chairman, a comparison of Net Income betweedill#hd 1990 must take
account of the special circumstances relating tga@a in 1990. Net Income from
CDB's ordinary operations in 1991 was US$12.4 orillicompared with US$25.9
million in 1990. With adjustment for extraordinaggrnings of US$18.2 million
related to the Guyana circumstances, the outturbt961 shows an increase of
US$4.7 million, or 61% over that of 1990.

In summary, while CDB in 1991 continued to focusvaable economic
development projects and macroeconomic managerheatnmenced significant
consideration of human resource development, ppadigviation, increased
women's participation and environmental consermatiathin the framework of
prudence and sound judgement as a bank. We movardsnmto the 1990s
guided by our Directional Plan to the Year 2000 datérmined to rise to the
challenges associated with the current new crodsro@aribbean history.

. THE CARIBBEAN AT ANOTHER CROSSROAD

Mr. Chairman | am sure you will agree with me ttiegt Bank's 1991
performance, which | have just outlined is indeedyencouraging. But what can



we say about the prospects of the Region that #mk Berves - whose
development is its raison d'etre?

At the end of 1990, the weighted-average per capitame of our 17 BMCs was
$3,000 in current US dollars. This compares vewptiaably with the level for
developing countries as a whole. It is however,sufficiently stressed and not
often recognised, that this level of income is galtie more equitably distributed
than in many other developing areas, and is accoiegdy an entrenched
democratic political culture.

| have stated the foregoing, not in order to bahastut the Region's achievements
- though | think there are grounds for some meastisatisfaction - but to focus
our attention on some threats | see to the prospédustaining our hitherto good
performance.

Foundation of Current Welfare

It is generally agreed that much of the socio-eanndoundation for the modern
English speaking Caribbean was laid in the 193Dgviing the widespread social
unrest in the Region, and the response it engeddassessing the conditions of
those times, the young Arthur Lewis in his FabiamphletLabour in the West
Indies, that has become a landmark social commentarthi®iRegion, quoted
approvingly, Professor Macmillan who was able tp &aout our fortunes then:
"A social and economic study of the West Indiesiexessarily a study of
poverty". According to that same author: "the masseere> poor of very poor
with a standard of living reminding one of the reaand coloured communities of
south Africa even more than of the peasants of \Ag&ta".

Those events took place at a time in history tlear® a marked resemblance to
our present. The world economy was in deep receskgtrading system was in
disarray. Commodity prices including those for susyad bananas, our staples
then as now, were depressed. Our Region was #icalocrossroad.

The Royal Commission headed by Lord Moyne that éabikto the causes of the
disturbances that spread throughout our regiom f8d. Kitts where they began in
1935 to Jamaica where they culminated in 1938, rsagpteficant
recommendations to the Government of the UK, whitied on many of these
recommendations. There followed improved accesgpantection for Caribbean
agricultural exports to the UK and a great deadaxfial and political legislation
that vastly improved the conditions of the genearaks of our people. There we
should note that whatever new and improved imperigflerences were granted to
the Region were in addition to a system of prefeesrthat Canada, a long lasting
friend of our region, also granted and has stillireed.



For the most part, this regime of preferencesitat#ld a succession of peaceful
and progressive changes in our Region that hamseftianed our people's
conditions to what we now know. In the course @fstihchanges, much of our
region has become fully self-governing and reldyiygosperous - and Mr.
Chairman even if your territory and those othersafhich you are Governor are
not fully self-governing, you can have the satitacof knowing that they are
amongst the most peaceful and prosperous paris @fiabe.

Nonetheless, Mr. Chairman, our region's econonogi@ss how seems to me
either to have arrived at or to be approachinglaratrossroad that we would do
well to consider.

Threats to Our Current Well-being

Let me tell you what | believe are some of thedexthat are bringing us to this
new situation. Firstly, | think that the world e@ony is relentlessly moving to an
era of universalistic trading norms, in which thes#t be increasingly little scope
for preferential arrangements of the kind to whiahare accustomed. However,
hard we strive to protect whatever favourable brattrade relations we have, it
would be, on our part, foolhardy not to preparewbat now appears to be an
almost certain end to any benefits that flow frdrase.

These benefits are indeed very significant. Asreasntly been estimated by
World Bank officials, the value of the subsidy imeglin the preferential price

that the UK market affords bananas from our OECSCBN&s on average around 8
percent of their GDP. We urge our BMCs to recogthigepossibility that, in

time, that and similar arrangements might be plahnisiory.

A second factor | believe will impact on our weHas one that | have spoken
about on several recent occasions. It is the isangalecline in concessionary
financing from sources that have traditionally faxex this region. There are
several reasons for this that can be readily ubagas Concessionary finance
does not spring from a widow's cruse. Financiaégtments imply prior financial
savings, either our own, or other people's. We kti@at over the last decade or
so, the savings behaviour in many advanced ecorsdmaie altered considerably.
Some countries that traditionally ran surpluseshang running secular deficits.
These countries include some of our traditionalalenWe must face the fact that
they have less to give. But everyone knows, inipagr since the recent events in
Eastern Europe, that there are now even greateam#sion their altruism not to
mention obvious changes in their spheres of inter&ven as we meet here, this
problem is being severely compounded by developsnarthe capital markets of
those countries that have recently financed lasgesf the deficits of some of
the major industrial economies. The consequenctdsest developments are sure
to worsen the situation | am discussing.



Mr. Chairman, | am often reminded that the emirgtatesman Lord Palmerston
stated it as a canon of British diplomacy thatdnthad no permanent friends nor
enemies only permanent interests. This is now aeusal theorem, which even
whilst attributing the noblest of motives to ouefrds, we do well to bear in

mind, for all of our bilateral relations. In otheordswe need to be alert to the
fact that nothing in our history guarantees that ohers will continue to treat

us favourably even when their strategic interestsdwve changed drastically

and permanently.

Those two impending changes in our circumstanaebath external to ourselves.
| want now to mention a few changes that are mothe nature of being
domestic in origin. The first of these is the rgsiperhaps exploding -
expectations of our people. | sometimes get thinfgéhat for many of our

people, the Caribbean of which | spoke earlier,&hiath the Moyne Commission
investigated, is not so much our region at an@&astage, but an almost altogether
alien place. In a way this might be a good thingt Be could take it too far.
Notwithstanding that there remain considerable ptsckf poverty in our region,
and that the economic progress of some of our BNH3ssuffered a prolonged
interruption, the general change in the welfarthefmajority of our people has
been significantly beneficial. Mr. Chairman thigagprs, perhaps understandably,
to have given rise to a pervasive reluctance omp#nreof many of our people, to
countenance the thought of any dimunition in theing standards. In fact very
many have now come to expect that those standarddshise appreciably every
year.

Mr. Chairman, even if our region were not facing éxternal threats to which |
have referred earlier, it is doubtful that our rese base is large enough to satisfy
those escalating expectations. The possible negadsponse to the failure to
satisfy those expectations is one of the threp&sdeive to the maintenance of our
current well-being. However, like all domestic &, we can do much to prevent
this from becoming a serious problem.

There are, as well, Mr. Chairman, two other donedstieats which | think we
must act quickly to neutralise. One of these, ésdbclining productivity in areas
where we used to have a comparative advantageisritaking place, without a
compensating increase in competitiveness in neasafiéne final threat | perceive
to our prospects is a growing scepticism amongpeople about the ability of the
various social partners to respond appropriatetii¢cother problems | have
outlined above.

Mr. Chairman, let me stress that | am not intendimg statement to be a litany of
our failures. And I am fully aware that our presstaindard of welfare, which |
now perceive to be in danger, is due, in no smaksare, not only to the
favourable external factors | mentioned earliet,ddso to the hard work and
industry of many of our citizens past and pres@fitat | am really intending is to



outline in start detail the challenge | se facing egion, to indicate how | would
like to see it respond, and to tell you at the sime how | would wish to see
CDB assist in meeting this challenge.

Towards an Appropriate Response

Let us assume that | have correctly identifiedttireats we face. It is said that to
be forewarned of a danger, is to be forearmed. [Gatéd by a threat to our
present situation, the right response is to adqustat threat. Yet Mr. Chairman, |
must confess to you, a degree of trepidation atitbeght of suggesting to this
audience, so soon aftery address at the 28) Meeting of the Board of
Governors in the Bahamas, the need for even mgustatknt.

That is why on the four previous occasions | had@ressed this Board, | have
tried to develop a single or common theme. The comthread running through
those earlier statements is the urgent necessitysiahe people of this Region, to
become and remain realistic about the economiogtihat are available to us
and to pursue them relentlessly. This is so pricisscause the rapid changes in
our global environment will severely punish a tardgponse to them.

For that reason, i8t. Kitts and Nevis in 19881 urged our countries to look
realistically at the possibilities of tourism. WauVe not always exhibited a
positive approach to this industry. What | triecstmw, was that in fact, it was an
industry with much potential for the economic dymsmof our area. A fact that
some of our BMCs had already grasped, but whichneasufficiently
appreciated by others. There was, and is, evehefusicope for realistically
assessing its importance.

In thefollowing year, in Trinidad and Tobago, | emphasised the necessity for
us to become more competitive in every economiiictve pursue. | hinted
then that this might require serious changes imaacroeconomic environment. |
returned to that theme the following year in Théan&aas, when, as mentioned
earlier, | sought to show that remaining competitinecessarily requires periodic
bouts of what is now called structural adjustment.

Mr. Chairman, today, notwithstanding the trepidatiearlier confessed, | wish to
extend this last thought, and to elaborate on theé &f policies in the design and
implementation of which | think that we can take paople along with us, whilst
at the same time avoiding some of the more negaspects of policies that have
come to be associated with the concept of adjugtmen

For what has that concept come to mean for sompenple? They associate it
with: long queues for the purchase of staple fandsiding even those that are
produced by ourselves; health services that haveut of essential medicines



and other basic items; schools, especially thosengethe rural poor, that
sometimes have teachers but no teaching suppdiesliés, unable to send their
children to school because they can afford neithezh nor bus fares; and | could
go on. It is this that makes some people say tinaing us there has set in an
element of adjustment fatigue.

This, then, is what some of our citizens often us@ad adjustment to mean, and
they do not like it. But, Mr. Chairman, how nevetdgss do we as leaders respond
to the threats | have outlined above? As | sapiild be foolhardy to ignore
them. But neither can we ignore the deep anxietyynad our people now feel
about adjustment policies. | think Sir, that ouegent task is to bring our people
much more along with us, than we have, for vari@asons, managed to do
before, in the design of those policies we feelreeessary to confront the threats
| have outlined. It is after all, the people, amd their governments, or their
development bank, who, in the last resort, musisadither voluntarily or not.

Nonetheless, Mr. Chairman, the search for a monecgmatory approach to the
design and implementation of policies, which cle@lwhat | am suggesting,
should not degenerate into procrastination. Thddatwes not stand still, whilst
we search for the most palatable style of adjustritecurrent circumstances and
future threats. We need consensus, but it mustdoasensus regarding how to
get on with things, rather than one based inditia.about such an approach to
solving our problems, and the role | see for CDBhiaxt approach, that | have
been concerned with over the last several yeadseapecially since | became
President.

The signpost which points the way forward to sumsthle development requires
us to persist with the necessary macroeconomidistion policies, to improve
our adeptness at responding to the global econandother developments
which have critical implications for our survivaiéprogress, and continue to
search for, and implement, realistic approachésa@nhancement of the
performance of each sector of our economies. Aridasl last year in Merida,
there is much scope for all this to be done irmenfwork of enhanced regional
cooperation.

The Policy Environment

Mr. Chairman, | now wish to make a few remarks dlvahat | see as the global
environment in which we must frame our policies. 8ve a very small and open
region. Inevitably therefore, the socio-economid aolitical affairs of, in
particular, our large neighbours but also the oéslhe world, impinge on our own
sovereignty. For small nations, there will alwagssomethings that it is not
realistic to expect they can hope to change inrtimeediate future. It is critical,
that we acquire the strategic intelligence abouttvwthese things are, so that we



do not take our people into unnecessary quixotuggtes with reality. What |
mean is that the policies we envision must be tiiogewe can have reasonable
confidence of implementing in the world we are ki encounter.

For instance, we cannot afford to pursue fiscalexthange rate policies that run
counter to the global macroeconomic environment.a@fgome stage, someone
will have to give, ourselves or the rest of the lioHistory shows that when this
is a matter of cricket, it is the rest of the wotbwever, we should not
necessarily expect this to be the case also imthenational economic arena. Mr.
Chairman, | am saying this, because | think thahepast, we may have
expended too much of our resources on policiesdidatot take sufficient
account of global parameters. And | think, Mr. Chein we cannot afford to do
this again.

Mr, Chairman, just as we must take our externalrenment as a given, we must
accept the reality of our history. Our policies mstart from what is positive
about our history. We are more fortunate that waetomes appreciate. As | said
earlier, we have in most of our countries, a reabtmlevel of per capita income
that is, by the standards of this hemisphere yfaquitably distributed. The
crushing poverty that Professor Macmillan obselineitie 1930s is no longer
pervasive and now exists only in some pockets of@gion. At the same time,
we have acquired a deep-rooted attachment to dewmarstitutions and the free
enterprise economy.

Much as we would wish it to be otherwise, nothinghis world is without its
price. Mr. Chairman, you must forgive me if | ammsawhat inclined to believe
that much of our sometimes weak response to ecancmailenges is part of the
price we have paid to sustain a liberal democratiture. With genuine modesty,
| feel that this is something that some of the meve@verts whom we
wholeheartedly welcome to our way of life, will albave to face. Nonetheless, |
feel there is considerable scope, for the socidhpes in our Region to develop a
more mature approach to the resolution of theilowsrconflicts.

In particular, | would like to see workers and mgeraent or, if you prefer labour
and capital, develop mechanisms for setting wagiensl and industrial disputes
that do not diminish the size of the social cakerafach round of settlements. In
none of our countries, can we any longer resatiéayovernment's fiscal deficit
or to external borrowing in an attempt to sustaieval of consumption that is
beyond our earning capacity.

Mr. Chairman, what | have been trying to sugge#itas whatever policies we
frame to deal with the new situation we are inif@asion that can be likened to
being at a critical crossroad, must begin with @araness that there are
important global parameters that will impinge oagé policies. | am calling this,
for lack of a better phrase, The Policy Environm&etcause that environment
also includes our history and culture, there airggthin it that we can and must



use to our advantage. Most noticeably we are fatito have in place the
institutional framework for making consensual sbaiad economic policies. We
must start to use it more effectively.

Relevant Policies

Mr. Chairman, | believe that the broad outlinela# policies we must pursue is
implied in the analysis of the threats | have neférto earlier. | have argued that
we are facing a world trading system that will ledittle room for the kind of
preferential arrangements we have enjoyed for yloeg time. The exact shape
of the likely new trading regime is unknown andl\w# greatly influenced by
how the much-stalled negotiations of the currenhbof GATT are concluded.
Whatever their outcome, this region is going toehtvbe more competitive and
dynamic.

| have already said, Mr. Chairman, that our regstoo small to be able to
influence significantly the global macroeconomiwieonment, especially the
world trading system. But | think it is not amigs tis to expect that our major
trading partners, both in this region and elsewh&iiédo their part to make the
new trading environment one in which there is nofioct between free trade and
fair trade. We should expect in particular thabascountries respond to the
challenge of trade liberalisation in their own eaomes, they will not encounter
markets with both stubborn and subtle barriersadhaicostly, indeed too costly
for ourselves, to mount. In other words, | am offgrthis challenge to richer
trading partners, that as we do our part to leueldmmestic and regional playing
field, they will do nothing to frustrate the goodentions behind the global
trading arrangements. Together we could then lookdrd to a truly open global
marketplace that allowed all countries, rich andrgogether, to share the
benefits of a truly open dynamic and expanding &wedonomy.

Mr. Chairman, | know that whether or not our ricpartners respond responsibly,
we have no choice but to become as | earlier saig rompetitive and dynamic.
But | think | should let you know that our task betes even harder, if, as has
happened in the past, for very temporary, sectibaakfits, the richer trading
countries or blocs fail to rise to their own chalie to open up their markets for
our products. Although, given the world we see @ingy, we have no choice but
to further liberalise our Region's economies, Ihiis caution that the speed at
which we do so must certainly bear in mind the edtehich our trading partners
also address the distortions in their own markaaid, the impact of liberalisation
on our own economies.

As | said in 1989, in Trinidad and Tobago, we wilit in the future, be able to
afford real exchange rates that are out of liné wiir competitors. This means
that our Central Banks will require the authoritgdhe competence to keep



nominal exchange rates under constant review. $@ | need say no more
about this to this audience. Similarly, the varisuosial partners must, not only as
| said earlier, settle wage disputes in a matushitan, but must do so at levels
that do not erode any cost advantages our exp@mgoyg. Thee same social
partners must learn to distribute the gains fromm@erce in a way that motivates
our whole economy to remain competitive. And thebe manage our fiscal
affairs must do so in a way that also does noteemd competitiveness.

Mr. Chairman, | have alluded on other occasiornthéogrowing scarcity
worldwide of financial capital relative to the demadigfor it. This is especially true
for concessionary resources. This implies that wetriearn to use such resources
even more efficiently and effectively, in particutargetting solutions to those
persistent pockets of poverty in our beautiful gretago, where the vulnerable
groups who have suffered most demonstrably frornduative effects of
adjustment policies live. We must encourage ouzenits to do their part to
maintain what we construct, and our governmentsridheir fiscal arrangements
in a way that ensures they can provide for mainte@dudgets. And we must
also learn to replace other peoples savings wittoaun. Governments therefore
need to pursue policies that encourage domestingaJ have in mind interest
rates that encourage thrift, domestic prices #eté the consumer with surplus,
and monetary policies that discourage capital owtl

You will notice, Mr. Chairman, that it is conventehat some of the policies that
will help us to meet the first external threat tlomed earlier, are the same that
will assist us with the second. Furthermore, tHatgm to that first external threat
is identical to the solution to one of the domeptiablems | mentioned, namely
the loss of competitiveness. And | am of the opintbat the solution to the
problem of rising expectation is to be found inreasing opportunities. We need
only to create the environment in which our peoplebe motivated to work and
save for what they aspire to. | think you will agneith me, Sir, that so far as this
is concerned, | am not wishing for anything thatesv. The Caribbean
personality has long been renowned a industriotis indhese islands and
abroad.

So, Mr. Chairman, we are not without an appropnoatiécy framework into
which | would like to suggest that the Bank's Diiaeal Plan, which our
Directors have recently approved, fits extremelyl.we

| will now indicate briefly how CDB hopes to assistthis endeavour.

CDB's Role

Mr. Chairman, as you are aware, CDB has recentiypteted a thorough review
of its role from now to the end of this century.rew thrust is to be better



equipped to assist our BMCs to pursue an adeqeratd dr economic growth to
satisfy the reasonable aspirations of their ciszevhilst at the same time doing
all in their power to protect their fragile and iorpant physical environment. This
is to ensure that, as far as possible, the neegiesént generations are met
without compromising the ability of future genecais to meet their own needs.
The quest for sustainability will form the prismanalysing and guiding the
impact of the use of CDB resources to achieve lcalamthe development of the
various sectors. In particular, there will be astahtial increase in the flow of
resources to four areas considered critical toeathg sustainable development -
Human Resource Development (HRD), environmentakptmn, public health
services and poverty alleviation. For examplehmfive-year period 1992-96,
projected financing for social infrastructure (weaaed sewerage, basic housing,
HRD, skills training, rural electrification and @mnmental
conservation/mitigation) is expected to accountlfe¥ of CDB's approvals. In
comparison, during the five-year period 1986-90léwvel of financing for social
infrastructure was about 9%. Current issues sugjeader impact will also
inform the design, implementation and operatio@DB-financed projects.

In the area of HRD, we have already begun, asfanaacier with IDB, to assist
in financing UWI's ten-year development programwileich includes elements
such as the development of distance educationitepand a programme for
further outreach by the School for Continuing SégdiWe are also collaborating
with the World Bank and the rest of the Regionxaraining the access, quality
and efficiency of Caribbean education. This willhes frame policies and
identify programmes and strategies on HRD which, Wwopefully, contribute to a
regional approach to the further development ofrmuman resources which,
when fully trained, promise to be this Region'sagest asset.

A continuing objective for CDB in the 90s will be &ssist BMCs in their efforts
to formulate sound macroeconomic policies which famnprove the overall
guality of investments and optimise the use oflatée resources. CDB will
strengthen its efforts in this area. It will plagr@ater emphasis than in the past on
its role as a policy broker. In this role, CDB vwskek to foster synergy in the
advice and assistance the BMCs receive from vasousces, by promoting a
fuller understanding of the Region's developmeablams and their possible
solutions among the BMCs, donors and other mudtitdtdevelopment
institutions. CDB will also intensify and broades @conomic and sector policy
insights and helping to put in place macroeconamaniagement capabilities
which would enable it and the BMCs to make optios# of available resources
in the challenging environment of the nineties. OBIB therefore work towards
improving its country socio-economic databasesyipegreater support for
research on issues of concern to BMCs and impits\essistance at the
operational level in BMCs.

Growth in net financing is targeted at no less t#nin real terms annually. If
achieved, net annual financing approvals in the 680 would be close to the



US$250 million mark. To achieve this increase wteissuring that its portfolio
quality is maintained, CDB intends to modify itgpapach to development and
supervision of its loan and technical cooperatib@)(programmes in the
following ways.

Firstly, there will continue to be a stronger cayribcus in its banking and TC
operations, with greater involvement of countryremmoists in developing,
screening and processing CDB's assistance prograniis will help ensure
that, as far as possible, individual projects daeqd in a supportive
macroeconomic framework and are mutually reinfaycl@ountry programming
is being further strengthened by the resumptioregéilar project identification
missions to BMCs and more frequent dialogue betveeanor officials of BMCs
and CDB.

Secondly, CDB is developing a sector approachaditeg. This approach

involves the use of diagnostic sector analysedentify policy, institutional and
technical constraints on development of key sectoBMCs and devise coherent.
TC and investment programmes to address the cortsteand investment
opportunities so identified. The approach is beipgarheaded by a newly created
Sector Analysis Unit. It is expected to generat@yrsector loans; however, a
major additional benefit of the sector approach kel its contribution to, and the
resulting improvements in, the quality of CDB'sjpot pipeline and in the design
of individual projects and lines of credit, whiclilvgtill comprise the bulk of
approvals in the nineties.

With regard to this sectoral approach, it shouldnaamtioned that CDB is
supporting an OECS programme for improving the cetitipeness of the banana
industry on the assumption that existing prefersnaié eventually cease. At the
same time, we have helped to fund an AgricultuigeBification Unit, located in
Dominica, which will play a major part in the ratalisation of the agricultural
diversification process, a coordinating role amtregseveral agencies which are
already providing assistance in developing the ireguagricultural marketing
framework, and a role in assisting in the commésation of other agro-
production processes.

Thirdly, emphasis is being placed on institutiosi@bervision. This entails
developing and maintaining more active relationshyth repeat borrowers and
key national and sectoral institutions, to transéethem knowledge and
experience gained by CDB staff from its operatitmeughout the Region and to
assist them in enhancing their own viability anelititontribution to national
development.

Traditionally, CDB has mobilised its financial resoes primarily from capital
subscriptions, contributions and from borrowingsirinternational Financial
Institutions such as the World Bank and the IDB] dras utilised publicly-

owned development finance institutions (DFIs) taraiel funds to small and



medium enterprises in the BMCs.

The Bank's role in intermediating resources to BM@kbe further developed in
two critical areas. Firstly, it will diversify itsources of funds to include the
international and regional capital markets. Coroasingly, it will diversify the
channels through which it provides funds to theaig sector in BMCs, utilising
a wider range of DFIs, indigenous commercial ban&stral banks, venture
capital funds and national development foundatioms@¢ach a wider cross-
section of the Region's private sector, includingrorenterprises.

. CONCLUSION

Mr. Chairman, | have so far been observing thaRbgion again stands at a very
critical juncture in its history, at a cross roadta speak. | have examined the
threats - both external and domestic - to the Regjicurrent situation. We have to
make clear choices from among the options that diaca this crossroad. The
signpost that points in the direction of sustairat#velopment indicates many of
the policies and actions we will have to pursuexagsly.

The writing on that signpost reminds us that:

o although the world does not stand still while warsh for the most
palatable style of adjustment, we need a moreqiaatiory and consensual
approach to the design and implementation of pesici

o as small nations, we have to acquire the stratatptligence about global
developments and trends so as to avoid taking @ssas into
unnecessary quixotic struggles with reality;

o we will not, in the future, be able to afford reexthange rates that are out
of line with those of our competitors and we carlorger resort to the
governments' fiscal deficit or to external borrogvin an attempt to
sustain a level of consumption that is beyond @unieg capacity;

o employers and workers , together, must endeavoeortain production
costs and product prices at levels that do notestioe economy's
competitiveness and our monetary and fiscal affaust be managed in a
way that fosters, rather than erodes, that connpertiess; and

o we need to pursue policies that encourage domsstiogs, and then
make efficient use, through productive investmehgll savings, foreign
and domestic, that are available to us.

In effect, Mr. Chairman, we must become more coitipetand dynamic and do
so without delay. This is the challenge that | otiar Region. With God's help,
we at CDB will do our part to take us beyond thif@l crossroad in our history.



