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.  INTRODUCTORY REMARKS

Mr. Chairman, Honourable Prime Minister, Distindwes Governors, Directors,
Observers and Guests.

The inaugural Meeting of the Bank was held in NasBahamas in January-
February 1970, and it is appropriate that we shoaitde back to our starting
place to celebrate our Tenth Anniversary. The tlaat we have a record turn-out
amply confirms what is well known - the charm aktbapital city and the
warmth and hospitality of the people of this masttherly of our borrowing
Member Countries.

The most significant event that has taken pladkighour host country since our
Inaugural Meeting is its attainment of politicatiependence in 1973. At the time
many thought it a bold step. But the transitiomttependence has been so well
managed from both an economic and political pointi@w that today few
remember that as a sovereign State the Commonwadhle Bahamas is only
about seven years of age.

In this picture of social and political progressldhe resolute pursuit of both
economic growth and economic diversification, wekabw how much is due to



the leadership and wisdom of the distinguished &Mtmister of our host
country. In spite of his position in the far nodahour part of the world, he has
consistently sought to develop closer links of finm@al cooperation with the
Caribbean, as exemplified by his country's memiypershour Bank. On the
narrow calculus of costs and benefits, the Commaitivef the Bahamas has
already had amounts in loan approvals which exdegqzhid-in subscriptions to
the Bank's capital and | am confident that thisessowill steadily increase in the
years ahead.

This Tenth Anniversary of the Bank also providesvith another occasion for
special celebration. | refer to the conferringew imonths ago, of the Nobel Prize
in Economics on the very distinguished West Indiaanomist, Sir Arthur Lewis,
who as first President of the Bank did so muctajothe foundations for its
achievements over the ten years of its existenoeoNly is he the first West
Indian to have won a Nobel Prize; he is also trs¢ fihird World economist to
have received this Prize in Economics.

But while we rightly celebrate these two eventsamadder note we must pause
awhile to recall the passing of another West Indigstature. | refer to the Late
Honourable C.A. Paul Southwell, former Premier bfkStts-Nevis-Anguilla,
Governor of the Bank for his country and Chairméow Board of Governors.
His contributions of humour and wit, penetratingntoon sense and not least his
vast fund of amazingly apt Shakespearian quotatimtisis our Tenth Meeting
will be solely missed.

| also have to refer to the large-scale destruatidife and property wrought
upon Dominica by Hurricane "David", the most teleibf hurricanes this century,
in August 1979. This terrible disaster was immeadiatollowed by very generous
relief provided by countries and international ages both within and outside the
Region. Our Bank assisted by coordinating an expeasin drawn from various
national and international aid agencies appointedtaw up a Reconstruction
Programme for Dominica and by financing severaicadjural reconstruction
projects.

In 1979, too, Jamaica suffered very severe floodatge and we made a large
loan for reconstruction of the damage done to r@adsbridges. In presenting to
you the Annual Report on the Bank for 1979, whelhecompanied this year by a
document entitled CDB - The First Ten Years, | bfiat draw attention briefly
to some salient features of these two documentsecnimg the major
achievements of our Bank in its first decade ofrappens. Next, | will review in
concise and perhaps over-simplified terms the pexoce and problems of the
national economies of the borrowing member cousinghe decade of the
1970s. The rest of my Statement will be devoteantattempt to pinpoint ten
major challenges facing the borrowing member coem@nd the Bank itself over
the next ten years.



[l. MAJOR ACHIEVEMENTS OF THE BANK - 1970-79
Resource Mobilisation

Over the period 1970-79, the Bank, starting fromngtral subscribed capital of
US$50 million with a paid-up amount of US$25 million 1970, has mobilised
US$374.4 million in both hard and soft resourcesl(eding callable capital) of
which US$133.3 million or 35.6% were hard funds &rg$241.1 million or
64.4% soft funds. Non-borrowing member countries)-member countries and
multilateral institutions contributed US$331.0 aifi or 88.4% of the total
resources mobilised and US$237.0 million or 98.3%he total soft funds.

One function of the Bank is to foster the developthw# capital markets in the
Region and the Bank's success in this area is esad by its two-year bonds
having a first issue of US$10 million and a sec@sdie of US$9.75 million to
regional Central Banks and its two public long-tdramd issues amounting to
US$15 million raised in the capital market of Tdad and Tobago.

The ten-year period has also seen significantnategeneration of resources with
cumulative surplus on Ordinary Capital Resourced$$10.6 million, equivalent
to 40% of our Ordinary Capital Resources loanstanting. This is, for any
international development bank, a very good ratieeserves to loan portfolio.

Financing Approvals and Disbursements
CDB's most outstanding achievements in these &i@asbeen:

a. Between 1970 and 1979 total cumulative financingreyals of US$269
million and total cumulative disbursements of US$t@llion. Excluding
grants, the cumulative equity and loan approvad8$256 million of
which 50% or US$128 million have been disbursediiga1979 alone,
financing (loans, equity and grants) approvals @stursements reached
record levels of US$88 million and US$33 millioaspectively.

b.  Approvals totalling US$144.5 million or 54.0% otdbfinancing to the
Productive Sectors (as distinct from Infrastructufewhich US$59.2
million or 22% of total financing went to privataterprise activities with
emphasis on small-scale indigenous enterprisdwiareas of agriculture,
industry and tourism.

c. A steady increase in the ratio of cumulative diskurents to cumulative
approvals of loans and other forms of financingiclwlover the last three
years has been around 50%, a ratio which compavesifably with that
of similar institutions with fast-growing approvals

d. A consistent policy of marked preference to the Isi¢terms of
approvals, disbursements and concessionality afdtm satisfy the main
provisions under the Bank's Charter to have speaaidlurgent regard to
the needs of these countries.



This is evidenced by the following:

of total financing approvals of US$269 million thBCs were the
beneficiaries of 56.7% or US$152.5 million;

of total soft funds approvals the LDCs received WE%6 million or 79%
which, significantly, represented 85% of total apfais to these countries;
total loan approvals per capita for LDCs of US$2apared with
US$26.32 for MDCs;

soft resources approvals per capita for LDCs of 189%ompared to
US$10 for the MDCs;

the MDCs have been the main beneficiaries of caaeary funding
under the Caribbean Development Facility (CDF).rEw#en this is
included in the total, the "grant element" of ficarg to the LDCs is 42%
compared with 25% for the MDCs.

Technical Assistance

The Bank has consistently provided a significanbant of Technical Assistance
to member countries, the most outstanding exanglegich have been:

J-

about one-third of staff time allocated to free Ai@cal Assistance by way
of Project Preparation and additional staff timeaded to ensuring timely
and effective utilisation of Bank resources in tighthe shortage of
skilled personnel in borrowing member countriestipalarly in the

LDCs;

the establishment of a Technical Assistance FundiS#4.0 million in
1978 with other active donors in the Region. Sigaiitly, at least 70% of
these resources are to go to the LDCs; and

the establishment of a Technology and Energy Wmitéd by USAID
which would assist in ensuring the adoption of appate technology
having due regard to the labour surplus situatothé Region and the
identification and utilisation of renewable sourcégnergy, respectively.

Dual Role as Bank and Development Agency

The Bank has so far been able to perform succégs#futwo roles of a Bank and

a Development Agency. With regard to its banking,rondicators such as
creditworthiness and resource mobilisation, debiitggatio, net income,

reserves, liquidity, management of liquid investiseand a low delinquency ratio
on loans, all point to a considerable degree ofesg& With regard to its role as a
Development Agency, the Bank has given considerBéthnical Assistance in
the project cycle, provided technical advice inalepment planning and statistics
and in the field of integration. In addition, thark's activities included the
management of several special funds and specigtgrones for the benefit of its
borrowing Member Countries, especially the LDCs.



Regional Integration

By its policy of having special regard to the neefithe LDCs, CDB has been
ensuring that the LDCs get a larger share of tmefits from regional economic
integration than would otherwise be the case. §dlia LDCs have received
56.7% of all financing approvals (including botirdhand soft) compared with
their contribution of 1.1% of the Bank's total reszes.

The Bank has also made tremendous efforts to pematti-country projects,

with its main success being in the area of regitnaailsportation where loans have
been provided to LIAT and WISCO and with a starhgenade in the

agricultural sector through the Regional Corn aaga®ean Project located in
Guyana. The Bank has also lately been activelyli@ebin promoting national
projects forming part of a regional programme aasl $o far financed one project
of this nature. Finally, the Bank has closely dotleated with the Caribbean
Community Secretariat in its technical work on was aspects of the integration
movement.

Constant Review of Policies and Procedures

From the very beginning of its operations the BaarBirectors and its
Management have, always acting within the framevaditke Bank's Charter,
made several modifications and innovations in dscpes, procedures and
operations to meet the changing requirements itsowing member countries,
particularly the less developed ones. Whereveridered justifiable, the thrust of
the Bank has been to improve and accelerate itedures so as to facilitate the
Bank's borrowing member countries in their effitiase of the Bank's resources.
And from time to time new and imaginative policeesd programmes have been
introduced.

[I. ECONOMIC PERFORMANCE AND PROBLEMS OF THE
NATIONAL ECONOMIES
DURING THE DECADE OF THE SEVENTIES

Let me begin by stating what is very well knownthe decade of the sixties the
borrowing member countries made reasonable progréesms of economic
growth, the MDCs more so than the LDCs. But mangartant structural
problems of development still faced all the cowegtyiamong them being lack of
diversification of the economic base, lack of irdectoral and inter-sectoral
linkages, the lack of vitality of the domestic agttural sector and the worsening
of the unemployment situation in the face of readbnhigh rates of economic
growth.

The gains in terms of economic growth attained BB®orrowing member
countries during the decade of the sixties genetalided to be reversed during
the seventies largely because of widespread irttena economic difficulties



precipitated by the international economic cridithe last decade. Moreover,
many of the underlying structural problems inheriteom the sixties tended to
defy solution.

Annual economic growth in the sixties for the MD@scluding Trinidad and
Tobago, a small exporter of oil) was 5% per annBuot.during the seventies it
ranged between well below negative for one of tHe(dd and in the case of the
best performer, Barbados, it was about 2% per anfomthe LDCs the situation
declined from 2-3% per annum in the sixties to 1iB%ne seventies and it
attained this rate largely because of a high groati of 5.2% per annum in
Belize.

Falling export prices (in real terms) for agricuétlproducts, increasing wage
competition from newer sectors such as tourismmaadufacturing, improved
communication and transportation and polarisednsrioaal development
contributed to a declining performance in the adtizal sector, the dominant
sector in most borrowing member countries. Indeetli78 gross imports of food
reached US$610 million in total or US$118 per hefpopulation. Moreover, in
the absence of sufficient growth in exports of itiadal export crops, net imports
of food reachedUS$195 million in total, US$38 papita, in the same year. We
therefore now enjoy the unenviable distinction eifllg a net importer of
foodstuffs!

This, combined with reduced emigration opportusitieas contributed to
growing open unemployment. At the beginning ofsbeenties unemployment in
borrowing Member States was estimated at 14% itMiDEs and 9% in the

LDCs as compared with an estimated 20% for both MBad LDCs at the end of
the seventies.

The performance of the mining sector tended to Yramy country to country. The
increasing price of petroleum buoyed up revenuefaraign exchange earnings
in Trinidad and Tobago and these are being useddist in the diversification of
this economy. In Jamaica and Guyana fluctuatingrinational demand for
aluminium products led to fluctuating performangethe mining sector.
However, the decade saw continuing attempts beedenby the governments to
increase the level of national ownership in thegergrises, to diversify and
increase market outlets and to increase the lduetal value-added.

Tourism was one sector which exhibited real groahpite interruptions during
the international recession of 1974-76. Major neivamnts into the sector
included St. Lucia while significant traditionalutgsm destinations such as
Bahamas, Barbados, Antigua and the Cayman Islaordsaed to consolidate
their positions. Jamaica's tourism which had aoserset-back in the middle to
late 1970s has shown fair recovery at the endeotidtade. Tourism arrivals to
Bank borrowing member countries which numberediillion in 1970 are
estimated to have increased to 2.6 million in 1978.



Under the protective umbrella of the CARICOM arramgnt and facilitated by
other industrial advantages of available, cheapediicient labour and
international market prospects, Caribbean govertsrteave made fairly
successful efforts at fostering industrial develepirto help alleviate the
unemployment situation, increase output and difyetBeir economies. The
industrial emphasis has been mainly on nationaltyr&gionally owned import
substitution enterprises catering for domestic r@gibnal markets and enclave
enterprises, largely foreign owned, producing liglanufactures and components
mainly for extra-regional markets. Trinidad and @gb on the other hand has
embarked on a large-scale heavy industrialisatiogramme, based on its
resources of oil and natural gas. Two major linota in the drive towards
industrial development are the difficulties facgdnon-enclave industries in
penetrating extra-regional markets and the failom@make greater use of regional
raw materials and other inputs. Nonetheless, evtintirese efforts the share of
the manufacturing sector in Gross Domestic Prodastgrown from 12.3% in
1970 to an estimated 18.1% in 1978.

The increasing price of oil - a major input in tgdatechnology - not only led to
considerable deterioration of the terms of tradeatso triggered off direct and
indirect price increases in most other goods andass. Energy imports into
member countries (excluding Trinidad and TobagoBaldamas) which in 1973
amounted to 11% of total merchandise imports, tos% in 1978 despite
conservation practices in many territories. Thigagion, coupled with widely
fluctuating and rising exchange rates for currenoilesome major trading
partners, led to staggering price increases. Duhageventies the typical annual
inflation rate increased from 5% to 25% for the M&hd from 8% to 25% for
the LDCs. The 1980 direct energy import bill is egfed to double the 1978 bill
and to exceed US$1 billion and to produce anothend of balance-of-payments
problems and inflation.

In order to maintain some growth momentum and sionestsimply to maintain a
certain basic standard of living during the pemddoaring inflation at a time
when long-term official inflows of capital were nalequate to the situation, the
governments of many of the countries had to resoréasingly to excessive
short-term external borrowings which, during infbaiary times, meant higher
interest rates. Prior to the seventies, many casnotably the LDCs, had low
levels of external debt as they did not need teeddheavily on foreign
borrowing to finance their development, investmamd imports. Today, the
situation has changed dramatically and in some tcesrexternal debt is more
than 40% of GDP, is significantly larger than grogsrnational reserves, and
debt service is more than 15% of exports of goodissrvices, and more than
35% of government recurrent revenue. In the mastsdy affected country
annual external debt service grew from US$34.3ionilin 1973 to US$146.6
million in 1977. The problem is that there appédarbe little prospect of an
easing in the attendant difficulties.



Despite the limitation of small size, narrow resmubase, and restricted sectoral
possibilities, a few of the smaller members of Bagk have been able to weather
the storm and even improve their situation. This I@en due to a growing
tourism sector. Indeed, the countries which havesdmetter than others have had
either the "black gold" of oil or the "white goldf tourism. Moreover, in some of
the smaller countries with the "white gold" of tmum, good economic
management has also helped.

IV.  THE TEN CHALLENGES OF THE NINETEEN-EIGHTIES

Of the ten challenges of the 1980s, five face thredwing Member Countries of
the Bank and five face the Bank itself.

The five challenges facing the borrowing membemtoes are:

m. Improving the Balance-of-Payments Situation anceBreining Urgent
Sectoral Priorities in Production;

n. Improvement and Better Utilisation of our Human &eses;

0. Defining the Role and Functioning of the State, B18eale Enterprise
and the Private Sectors;

p. The Deepening of the Regional Integration Movemantt

g. Improving the Quality of National Economic Manageme

| shall thereafter present five challenges fachegBank in its policies and
operations as follows:

Determining the Role of the Bank as a Developmegdrky;
Re-defining the Financing Priorities of the Bank;

Improving the Structure and Functioning of the ol DFCs;
Determining Levels of Bank's Lending Programmes Baans and
Conditions of Raising Funds; and

v. Consolidating and Rationalising the Relationshithwather Aid Donors.

C~w0n =

| shall start with the five challenges facing tleerowing Member Countries.

V. THE FIVE CHALLENGES FACING THE BORROWING MEMBER
COUNTRIES

(a IMPROVING THE BALANCE-OF-PAYMENTS SITUATION AND
DETERMINING URGENT SECTORAL PRIORITIES IN PRODUCTIO N

Balance-of-Payments Problems



| have already alluded to the balance-of-paymeifiisulties being faced by most
borrowing member countries. This situation is expedo continue.

In the light of this, the strategy of the oil-impiog countries - both in the Region
and the rest of the world - must be twofold.

First, to enable the economies to have enoughgorexchange to assist steps
towards adjustment and to maintain economic agtiwithe medium-term,
significant levels of balance-of-payments supparsoft or very soft terms will
have to be provided by both the industrial anddihexporting countries.

The responsibility cannot be that of the lattenalgince any relief gained by the
oil-importing developing countries will redoundttee advantage of the developed
industrial countries whose export orders will irage as a result. It is to be hoped
that the industrialised countries will play thearpin easing the balance-of-
payments problems of the borrowing member countig¢se Bank through aid
mechanisms such as the Caribbean Group for CoaperatEconomic
Development.

It is also to be hoped that the OPEC countriesadiner oil exporters can play
their part in providing balance-of-payments supporappropriately soft terms
both multilaterally through a greatly expanded OFEg@cial Fund and bilaterally
through the terms on which individual oil-exportioguntries sell oil to
developing countries that are net importers of ile exporters can assist the
importers partly by granting cash rebates on tieef exports of oil and partly
by providing credits on the softest possible tetonBnance the purchase of oil.

In the context of our borrowing member countriest thire net oil importers, it
appears that some relief may soon be at hand fnansources, both member
countries of the Bank: Trinidad and Tobago and ee&. These two countries,
which have already given substantial balance-ofygayts support to the
countries of the Region, are now considering aod#i support.

Trinidad and Tobago is now streamlining its aid hegdsm to help its
CARICOM partners meet the increased costs of pairo| fertilizer and asphalt
imported from Trinidad and Tobago, with the objeetihat purchases in a
particular year would be converted into loans omcessionary terms. Similar
arrangements are now being worked out under theogesl Venezuelan Oil
Facility for the Central American and Caribbeanrdoes.

Second, and even more important, the countrieseoRegion must adjust to the
new situation created by the massive deterioratigheir terms of trade. And the
only fundamental method of adjustment is to incega®duction for exports and
import-substitution, make greater use of local eeglonal raw materials and
other inputs and carefully husband whatever sdareggn exchange is earned.



It is therefore to the sectoral priorities in protdan that we now turn.
Urgent Sectoral Priorities in Production

In the 1980s we will continue to face problems nited from the 1960s such as
unemployment and the inability to feed ourselvegether with the problems
which arose in the 1970s. There is one new prolVbmh is absolutely
fundamental - Energy. Apart from continuing purgidifull productive
employment and a greater degree of self-sufficiendgod, all of us - producers
and non-producers of oil alike - have to tacklegehermous problems of Energy.

The Energy Problem
This involves four lines of action.

First, vigorous efforts must be made to exploreacesiof fossil fuel - that is, oll
and natural gas. There are good reasons for begjekiat many borrowing
member countries have potential for developmertty ba-shore and off-shore, of
resources of oil and natural gas.

Second, efforts must be made to develop alternativeces of renewable energy,
among them large- and small-scale hydro, geothetahass, solar, wind and
tidal energy. The Bank and the Caribbean Comm8efgretariat are now
carrying out some modest programmes in Alternd®&gaewable Energy Systems
financed by USAID.

Third, as an essential part of National Energy Rilagn we have to develop
national energy accounting systems.

Fourth, we all have to undertake the developmedti@plementation of national
policies on the use, conservation and rationalmgiof various sources of energy.

With regard to pricing, it would be idle to assuthat internal prices for
petroleum products and natural gas (and therefertrieity rates and transport
charges as well) should not reflect world scarpitges which are certain to
further increase relatively to those of most ot@nmodities during the 1980s
and indeed during the 1990s as well. Finally, thetae question of actual
conservation which is an essential part of impletmgmational energy planning
and policies. Obviously, one of the main instrursesftconservation is proper
pricing policies which reflect the world scarcitydahigh cost of various forms of
energy.

The Food Problem

For several decades now we in the Caribbean hauethéking about our
deficient food production and the need to becomeerself-sufficient in food. It



is also well known that we can increase local fposbluction without reducing

the volume of traditional agricultural export cropsce both land and labour are
available to do both things. One does not havedk far to see that not much has
been achieved in this much discussed goal - alth@ugyana and Jamaica seem
to be making some progress.

In fact, in the 1980s we will be facing not justvarld Energy Crisis but also a
World Food Crisis. Indeed, increased food produnctiaust definitely be made an
urgent priority during the decade of the eightmsdt least the following reason:

w. there is currently a world food shortage and alkhowledgeable
forecasts point to deterioration in the world faiation;

Xx.  food exporting countries, in a situation of wortebfl shortage, will be
able to push up their prices beyond the abilitthef masses of the people
of the food importing countries to pay;

y. even if their consumers are willing and able to ffeyextremely high
prices for imported foods in the years ahead, thebGean countries will
largely be unable to provide the required foreigohange to meet the
food import bill at the same time as they must ntieetoil import bill,
external debt service and the foreign exchangeafastported
equipment, spare parts and raw materials needeaitttain, let alone,
increase levels of overall production.

It is expected that the combined efforts of natigmwvernments and the
Caribbean Food Corporation will enable us to maetsssfully this challenge of
greater regional self-sufficiency in food.

Other Sectors

Energy and food then should be the main sectorasth of the 1980s. But
continuing efforts will also have to be made toelep more local and regional
raw materials and inputs, to increase our expdnisamufactures and tourism
services to extra-regional markets and to create intkages both intra-
sectorally in our national economies and the regjieconomy.

It should be clear to everyone now that, apart feonall enterprises, production
in the manufacturing sector must be aimed moregibnal rather than national
import substitution and must also be increasingigrgd to penetrating extra-
regional markets.

This last requires a change in the balance of inges(both fiscal and protective)
to tilt the balance more in favour of extra-regibegports as against production



for the national and regional markets.

At the same time we must not overlook the impomtamicregional integration for
the development of basic industries using regiomal materials and other inputs
- such as cement, iron and steel, alumina, nagias| petrochemical feedstocks,
wood, pulp and paper, hydro-electric power, causiita and chemical lime, etc.
And Technology Research and Development is onleeobbvious elements not
only in developing local and regional raw materesl other inputs but also in
generating more employment through the applicatfosppropriate technologies.

The slogans for production in the eighties mustetoze be:

+ More Energy Production and Conservation

« More Production of Food, Basic Materials, Raw Miaisrand other
Inputs

- More Exports of Manufactures to Extra-Regional Mzisk

« More Linkages within and between Sectors of thadwal Economies
(including Tourism) and between the separate NatiBwonomies of the
Region

+ More Research and Development to exploit regiomalmaterials and to
build up Basic Industries and to develop more appate technologies,
particularly labour intensive ones.

(b) IMPROVEMENT AND BETTER UTILISATION OF HUMAN
RESOURCES

It is now universally accepted that the quality aménsity of utilisation of human
resources is the crucial determinant of development

There are four dimensions to the problem of imprgwand better utilising our
human resources:

« The Creation of More Productive Employment

« The Upgrading of the Quality of Human Resourcealldévels

- The More Effective Utilisation of whatever HumandRarces we may
have

+ Increasing the Absorptive Capacity of our BorrowMgmber Countries

Creation of More Productive Employment



The means to the creation of more productive enméy are now well
appreciated. | shall therefore be very brief. Tmeyude a proper combination of
policies on exchange rates, interest rates, fiscahtives, incomes, and exports
and imports to encourage and promote more labdensive patterns of
economic growth. They also include the encourag¢mfemore labour-intensive
sectors and activities - such as small-scale emsers local food production and
construction. And, finally, they include the devyaieent of more appropriate and
labour-intensive technologies and by now well-ustleyd changes in the entire
educational and training systems. Without spe@akgnment policies and
programmes, the "normal” process of economic graatinot by itself bring
about reasonably full productive employment.

Upgrading of the Quality of Human Resources at alLevels

Upgrading the quality of human resources involviest, of all, the provision of
managerial, organisational and technical skillalidievels - in particular, the
"middle level" or para-professionals, supervisteshnicians and skilled workers.
It also entails well-conceived, well-designed, wadlivered and cost-effective
programmes for meeting the basic needs, partigubdrthildren, in Nutrition;
Health (especially in the preventive and communitignted fields and in the area
of greater access to potable drinking water suppllew-cost Housing; and
formal and informal educational and training systenall of this being subject to
the constraints of governments' budgetary resources

The More Effective Utilisation of Whatever Human Resources we may have

It does not require much perception to see thahtimean resources of the
countries of the Region are operating far belovir thill potential - in both the
public and private sectors of the economy.

The more effective utilisation of such human resesras are available calls for
better manpower planning, better organisation akvemd better personnel
policies in both the public and private sectorshef economy. In all developing
countries, including our own, there are too marnyasg pegs in round holes and it
is reasonably clear to all concerned that theseape for tremendous increases in
the productivity of persons in both the public gmivate sector. What is involved
here is the elusive but nevertheless very reabfaxftmotivation. This is the
essential reason for having at the local leveltgre@ommunity participation in
programmes that affect the welfare of individualsuch communities. And,

more generally, this is the justification for th@ale approach of "development
from below".

Increasing the Absorptive Capacity of the Bank's Baowing Member
Countries



The special issue of increased capacity for absgr6iDB's funds in our
borrowing member countries cuts across all theetbints just discussed.
Suffice it to say that this issue is partly onBahk Technical Assistance and
partly one of the provision of training at all lésén the various aspects of the
Project Cycle.

The Bank has established a Project Administrati@ining Unit which will, over
an initial three-year period, provide training fogh level and intermediate level
officials in borrowing member countries in all peaf the project cycle, i.e.
identification, preparation, appraisal, implemeiotatand evaluation. However,
the full benefits of the training programme will tealised only if governments of
the borrowing member countries make a consciowsteti place the officers
trained by the Unit in positions where their skdln be put to the best possible
use. Indeed, the same can be said for all traite¢tl s

(c) DEFINING THE ROLE AND FUNCTIONING OF THE STATE,
SMALL-SCALE ENTERPRISE AND THE PRIVATE SECTORS

Both because of the provisions of the Bank's Chartd because each borrowing
member country of the Bank has a right to choase\itn path to development, it
is certainly not for me to suggest to member govemts what role they wish to
give to the State, the small-scale enterprise saci the private sector - this last
whether foreign, regional or national. | can ontyrement on some of the
technical aspects of this issue

First, ideological orientation must provide no exetior not pursuing the highest
possible level of managerial and operational efficy in all sectors and the
highest degree of autonomy and decentralisatiateoision-making in State
enterprises, where these exist.

Second, it is obvious that in all the countrieshaf Region the governments allow
scope for the private sector - even though thenéxtiesuch scope may vary
somewhat from country to country. But, whateverdbepe, it is in the interests
of each country that this sector should operateeahighest level of efficiency.

Third, in every country, whatever its particulaeddogical orientation may be,
there should be clear-cut and unequivocal policrethe role and functioning of
the private sector - foreign, regional and local.

Fourth, the small-scale enterprise sector, wheiperated individualistically,
cooperatively or by Community and other "PeoplEsterprises, has a crucial

role to play in development because such entegptesel to promote employment
by having lower capital costs per unit of outpull @mployment, can train
entrepreneurs and managers for the medium-sizethegelscale private sector,
and can provide a source of inputs to local indestiSuccess in this area requires
the provision of considerable amounts of techrsaistance.



First, given the role assigned to the private sdotany particular country's
development policy, it is important that the govaent should stimulate the
private sector to attain the assigned tasks ngtiarthe interests of promoting
overall economic growth and structural transfororanf the economy, but also in
the interests of increasing the taxable capacith@fcountry and preventing a
drain on the government's budget which results firefficiently operated State
enterprises.

Finally, there should be scope for foreign priveaeital and imported technology
to play a vigorous role in the development proadss/ery country in the Region,
provided such capital can be intelligently promaded regulated under well-
known and clear-cut "rules of the game".

(d) DEEPENING THE INTEGRATION PROCESS

One must never forget that the Bank is mandateertslCharter to promote
economic cooperation and integration among itsdvarmg member countries. It
should also be stressed as both our Annual Remo1979 and the document
entitled CDB: The First Ten Years make clear, thatBank has been playing a
not unimportant role in the Caribbean integratioocpss by way of discharge of
its mandate.

It should therefore be generally accepted by ounbess that the Bank should
seek to play an even greater role in promotinglfb@an economic integration in
the decade of the 1980s.

To a large extent, even with the best of intentiomshe part of the Bank, it
cannot play a major role in economic integratiotess the member governments
of the Caribbean Community themselves decide tpeleéne integration
movement in a serious way. In this connection, shanaw attention to the
extreme difficulty faced by the Bank in financiregronal projects partly because
of lack of political will, partly because of theffiltulty of obtaining agreement
among the countries involved in a multi-nationadjpct on the main location of
the project and partly because of certain legakdmpents at the national level to
the establishment and operation of regional preject

Recently, there has been much discussion as tdhehieleological differences
among the member states of the Caribbean Commaraty serious barrier to
meaningful integration.

Let me merely observe that such slight substarféisadistant from rhetorical)
differences as may now exist in the ideologicawiation of the various
countries of the Region are not, and should nallosved to constitute a barrier
to the meaningful economic integration of the RagiBconomies of scale in
production of marketable goods and services, irmecing through joint actions



the external bargaining-power of the countrieshefiRegion and in Intra-regional
Common Services in certain areas of Developmemiritig and Administration
are obviously not a function of ideology.

It is my earnest hope that these real and imagiolasyacles will be overcome
early in this decade. One welcome step is the td@edision of the Sixteenth
Council of Ministers of the Caribbean Communityses up a Group of
experienced West Indians (which includes both itts¢ President of the Bank and
myself) to draw up a Strategy for Caribbean integnain the Eighties.

(e) IMPROVING THE QUALITY OF NATIONAL ECONOMIC
MANAGEMENT

And so we come to the most important challengentatiie borrowing member
countries of the Bank in the eighties - the neediarove the quality of national
economic management. It is a challenge that is ingpertant than ever in view
of the near certainty of a continuation into thghties of the unfavourable
external economic environment of the seventies.

There is no doubt that in the majority of borrowimgmber countries there is
considerable scope for raising the quality of nalaconomic management -
whether in the planning, formulation and impleméntaof national economic
and social development strategies, policies andrpromes; the setting of
sectoral priorities and project selection and im@atation; fiscal, monetary,
financial and debt management policies and pragtmithe prudent husbanding
of foreign exchange resources; the control and taong of public expenditures;
or in the management of State enterprises andd®uhlities.

For in the decade of the 1970s the quality of mai@conomic management in
both MDCs and LDCs - with a few outstanding excai- fell well below what
was required for lasting economic and social pregjie the context of a very
difficult external economic environment. Thus, wavé examples of too much
spending on unproductive programmes and projectshwim spite of the best of
intentions, were perhaps over-ambitious and netedsconceived and
implemented as possible. To make matters worsemigtcould few of these
programmes and projects be regarded as directuptive but many appeared to
have been financed from inappropriate sources asidiorrowing from Central
Banks and Monetary Authorities or very short-teronrbwing from commercial
banks, both locally and abroad. We have also hegltlean firm setting of
priorities at the global, sectoral and project lsvAnd, not least, there has often
been less than maximum mobilisation of domestiarfaial resources for
development in both the public and private secteusthermore, in many cases,
the efficient management and operation of manye$aterprises and Public
Utilities has been impeded and this has resultéarge recurrent deficits, further
burdening the already strained Central Governmesurrent revenues. Prominent
among the contributing factors have been the failarincrease prices, rates and



charges and in many cases allowing Public Utilteebuild up substantial
"receivables”. Thus, the State Enterprise sectdrtla@ Public Utilities may have
in far too many cases been "dissaving" insteadaking profits or surpluses and
in many countries have come to constitute a heavgdm on the Central
Government's recurrent budget.

We must, however, not overlook the fact that thexre been all along an
extenuating circumstance operating in all the bemgmember countries - both
MDCs and LDCs. This is the constant pressure ofatls for increases in
salaries and wages in both the Civil Service aeddist of the Public Sector
which often result in the frustration of the acl@ement of any potential recurrent
budget surpluses in some cases and the furtheraserof recurrent deficits in
other cases. Very often, and quite understandgblernments have not been
able to resist this constant pressure during tgelyinflationary decade of the
nineteen-seventies.

The quality of national economic management alghoto be improved in
respect of negotiations with foreign private inwest In desperation, some LDC
governments, rather than strengthen their negogjatapacity to deal with official
aid donors and bona fide foreign private investtasd to rely on "fly by night"
promoters who promise "instant development". Natatarally these approaches
come to grief sometimes after costly internal strif

It only remains to repeat once again the well-kndaat that in many countries of
the Region the Civil Service is in great need dfdyeorganisation and more
expeditious functioning in a context of clear-clib@ation of responsibilities and
delegation of authority. Innovative problem-solviagher than mechanical
reference to precedents and the writing of longfanthe most part irrelevant
"minutes” so as to avoid making decisions also nedx encouraged.

It is true that one of the main bottlenecks hasitibe shortage of trained
manpower at all levels - especially middle and upBat again, this cannot fully
explain the taking of certain strategic decisiaglating to the economies and
finances of some countries, with results which ddwdrdly have been intended.

Nor does either ideology or size explain the appuifydetter performance of the
three or four countries with good records of fisdialancial and general economic
management. For none of these countries procldimmsame ideological position
and they are certainly of differing economic size.

This then is the foremost major challenge of theade of the 1980s - the need to
learn from the mistakes, imperfections and inadeigsaof the seventies and to
introduce urgently improved systems and standarttsregard to national
economic management. Unless this challenge is ssitdy met, there can be
little ground for optimism concerning the prospedtshe nineteen-eighties.



VI.  FIVE CHALLENGES FACING THE BANK

(a) DETERMINING THE ROLE OF THE BANK AS A
DEVELOPMENT AGENCY

It has been frequently said that our Bank has &fduoation: it is both a Bank and
a Development Agency. The Charter spells out atdemgth the purpose,
functions and fundamental policies and procedufesioinstitution as a bank.

But it is not entirely silent on our role as a depenent agency. Indeed, both
Articles 1 and 2 of the Charter state explicitlgttour institution has to assume
certain development agency functions and thissig mhplied in other parts of the
Charter. The real question for resolution for teeatle ahead is whether we
should increase, maintain or reduce our role asvaldpment agency.

It should also not be overlooked that the ideawsfBank emerged from a
November 1966 recommendation of a Team of Expentsly established by the
UK, Canada and the USA to formulate plans for tf@evement of economic
viability by the Leeward and Windward Islands araftiados, that a Regional
Development Agency, including a Regional Developnigank Division, be
established.

Certain development agency functions, as distimechfnormal banking functions
relating to the intermediation of funds, are in@atde for institutions such as the
CDB. These are:

ii. The provision of soft loans for projects or prograes of high
developmental priority but which may not necesgdré self-liquidating
in financial terms; and

jj- The provision of technical assistance relating:

I.  to the identification, preparation and implememtatof national
and regional projects and programmes; and

ii. to general development needs such as macro-ecormmithisector
planning, financial planning, institutional devetoent, project
training, statistics, export promotion, etc.

It would be difficult indeed to find an internatiainregional or national



development bank which does not play even a miniolalas a development
agency in terms of these functions.

A third development agency function is likely tacbene increasingly relevant to

institutions such as the CDB. This

function relates to the fostering of research aevetbpment (commonly called R
& D) and dissemination of information which maydeta appropriate solutions of
critical problems facing borrowing members, e.gthe Appropriate Technology

and Alternative Energy Systems programmes finabgedSAID.

The Bank has already assumed this third functiotlyplaecause it is convinced of
the needs of its borrowing members in this areapantly because other
financing agencies considered CDB as the most appte institution to take on
this role. Other functions of this nature couldsaras the development
environment changes and the institution evolves.

A fourth development agency function is usually tmeg gets thrust upon
institutions such as the CDB because of their dmeral focus and experience.
Such a function is that of operating as an agemagbicle for the transmission to
borrowing members of resources which would not radiyrform part of the
Bank's financial intermediation functions.

One example of this for CDB is the Basic Human Neebgramme which most
likely would not have been available to the BankxC members without CDB's
involvement. The Caribbean Development Facility ldpat least in part, also fall
into this category. And the IDB has used our Baskh& channel for passing on
grant-funded Technical Assistance to other regibodies such as the Caribbean
Community Secretariat and the Caribbean Tourisne&el and Development
Centre, since these other regional institutionsateas is our Bank, legally
eligible to receive directly IDB funds.

The troublesome question is whether we should mi@inteduce or increase our
role as a Development Agency. We should bear irdrthat there are still many
development gaps remaining to be filled and if tbegnot be filled by local

effort, by bilateral assistance, or by other reglanstitutions, we as a responsible
Regional Development Bank may find it difficulttefuse to assume the burden
of such functions. The most pressing issue arisesspect of the administration
of certain special programmes (often, althoughahwtiys, embodied in special
funds) on behalf of donor countries - both memiagis non-members - and
multilateral institutions.

My own personal view on this is that we should rteimrather than reduce or
increase the present scope of our role as a davelapagency provided that four
essential conditions are satisfied:



Xxxvii.  we are actively engaged in the formulation of thecsal programme with
the bilateral and multilateral donors, as indeechaxe been so far;

xXxviii.  we are compensated adequately for both our direttralirect staff and
other expenses incurred in administering spec@ji@mmes and special
funds;

Xxxix.  we are left free to administer the special prograsig@and special funds)
without the direct intervention of the particularebr country or countries,
as against their receiving regular progress repats the Bank; and

xl.  the functions of our Bank as a financial intermegiae not overwhelmed
by the development agency functions. For it is dnfystriking a proper
balance between these two functions that we can efiestively
contribute towards satisfying the diverse developnmeeds of our
borrowing member countries.

(b) RE-DEFINING THE BANK'S FINANCING PRIORITIES IN THE
1980s

Present Financing Priorities

With regard to our financing priorities in the 8@sg original priorities set out at
the 1971 Board of Governors' Meeting by the firgdient of the Bank would
seem to retain their validity: first, Agricultureecond Industry; third, Tourism;
and fourth, Infrastructure immediately and direc#iated to productive activities.
Since then we have in addition been engaging im@ast amount of housing
financing, particularly for low-income and lower-ghdile income groups,
emphasising aided self-help and sites and serpicgscts. We have also been
engaging in a Students' Loan Scheme restricteuetbDCs.

Need for More Emphasis on Production and Less on frastructure

In this connection | would urge that, notwithstarglthe importance of economic
infrastructure, member governments should in tloein applications give as
much stress as far as possible to the directlyymtbdee sectors as against
infrastructure. This is so because the real cwsich we in the Region face in the
decade ahead is a crisis of production.

Energy

Above all, we should seek to increase our finanoinglternative small-scale
renewable energy programmes and projects. We williable to finance the
exploitation of hydrocarbons simply because we alohave the necessary
guantum of financial resources, although in sonsesave could, in conjunction
with other sources of funding, finance some oflédss costly pre-investment
work as we have recently done in conjunction withP for a Barbados oill



exploration programme.
Programme and Sector Lending

We could also consider the continuation of a sa@bunt of programme (as
distinct from project) lending, which will assumanse importance in view of the
serious balance-of-payments situation likely tesedi several of our borrowing
member countries. We also need to pay more attetdisector loans, since they
are a mixture of project and programme loans aadgarticularly suited to our
smaller borrowing member countries.

More Funding of Regional Projects

Finally, we would of course very much like to ingse our financial
commitments in respect of regional projects, predithat the difficulties with
such projects can be overcome.

Increased Financing of the Private Sector

There is also the important issue of our suppotthégprivate sector. Contrary to
the statements of some spokesmen for the privatersa the Region and of
certain extra-regional multilateral agencies, weehdone a lot to finance the
private sector in the Region. We have done so thodttly in the areas of
industry, agriculture and tourism and we have damndirectly through
providing finance for small-and medium-sized entisgs in the same three
sectors through our global lines of credit to th&éonal development banks or
development finance corporations. In respect @frfoing of the private sector,
our funds in the form of loans and equity made labée to private enterprise
directly, or through loans to national developmi@rdnce corporations to be on-
lent directly to private enterprises, or to constindustrial estates for private
enterprise, absorbed US$59.2 million or 22% ofBhak’s total financing
approvals during the first ten years of our operati Moreover, it does not seem
to be widely known that under its Charter the Baak, unlike most international
development banks, not only lend to private seetberprises without
government guaranﬂa‘ebut can also make equity investments inproductive
enterprises. Indeed, our Board of Directors hasmié¢g decided, as a means of
further stimulating the Bank's lending to the ptévaector, to lengthen the
maximum term of our Ordinary Resources loans talpctive enterprises in
Industry and Tourism and to ease the formal proonerd procedures of the Bank
so that only "competitive shopping around" for iettial equipment would be
required. We hope that, with the cooperation ofltical and regional private
sector, we can in the eighties increase our lenttirtge private sector.

With regard to the CIC (to which we have made aneexely soft loan and have
provided much Technical Assistance), | will mak® tovief observations. This
institution has been making a valiant effort uneleiremely difficult



circumstances but unfortunately has so far beehlana attain financial viability

- partly because of its small scale of operatiors artly because of its heavy
emphasis in the past on equity investments as stgaens. Second, in any
decision on its future we in the Region should hesy much in mind the need to
maximise the use of scarce financial resourcesearad scarcer skilled manpower
resources.

Too often, in the past, has the search for a soludf a particular problem facing
the Region led the searchers, both regional and-egional, to recommend the
establishment of a new institution without payinfisient attention to the
serious strains which the proliferation of instibus will inevitably place on the
scarce human and financial resources of the Region.

(c) IMPROVING THE STRUCTURE AND FUNCTIONING OF THE
NATIONAL DFCs

For years now my Annual Statements to the Boa@afernors have been
discussing ad nauseam the need for improvemetite istructure and functioning
of the national DFCs in both the LDCs and the MDIiGsst year we made some
tangible progress in this regard. We are mobiligidditional resources, including
banking experts, to assist the LDC Governmentkeir task of restructuring their
DFCs. And we have secured soft resources from IDRAGSAID and have been
offered similar resources from the EIB in ordeh&dp the LDC governments to
properly capitalise their DFCs. Needless to saywileoe permitted to use such
funds only in properly restructured, well-managead properly functioning DFCs
which have good prospects of achieving in the madierm some kind of
financial and operational viability. In many of thmaller LDCs the achievement
of this goal would most likely entail the amalgarmatof two or more sectoral
specialised DFCs into one single multi-sectordiiuson. Indeed, it may be
necessary in perhaps most of the LDCs to go fudhdrestablish a single
National Bank with both commercial and developnisrtking windows.

Also relevant to restructuring is the need for@#eCs to increase their on-lending
rates to well over 10% on average in order that tam achieve a good "spread”
between the cost of money to them and the ratetefast at which they on-lend
such money. For, particularly in the small lessaleped countries, even if single
multi-purpose DFCs or single National Banks withfbocommercial and
development windows are created, the volume ofissiis likely to remain
restricted and therefore requires a fairly big agrbetween borrowing and
lending rates in order for them to be able to ashi@ come close to achieving
financial viability.

Because of our concern to have properly restrudtanel well functioning DFCs
we have reduced our lending to them while the gowents concerned take steps
to improve the structure and functioning of thesstitutions. We have also
reduced our lending to those DFCs in the MDCs whiate been accumulating



arrears on sub-loans until they reduce substansalth accumulation. We are
however anxious to resume a high level of lendinglt DFCs in both the MDCs
and LDCs as soon as they are restructured, profugrtyioning and are on the
road to viability.

(d) DETERMINING LEVELS OF BANK'S LENDING PROGRAMMES
AND TERMS AND CONDITIONS OF RAISING FUNDS

The Three Principal Sets of Issues

There are several sets of issues falling undetinsling. The first is whether our
lending programmes for both soft and hard moneylshincrease during the
decade - and by how much. The second is whethehaeld continue raising soft
loan contributions via a large number of separpéeial funds as against grant
contributions to the Special Development Fund. fhivel concerns our on-
lending rates for both hard and soft resources.

Size of Bank's Lending Programmes

All successful commercially-oriented institutiomehether in the public or private
sectors, show a tendency to expand. Indeed, ifravarcially-oriented institution
is not expanding its activities at a reasonable@ndent rate, then its viability
and efficiency need to be closely reviewed. Ihisréfore not surprising that the
Bank has had a fairly rapid expansion of its legggrogramme for both hard and
soft resources in its first decade of operatiom® duestion then is whether in our
second decade we should aim at maintaining, incrga@s decreasing the growth
of our operations. In a sense the answer to thestqpn depends on the answer to
two other questions:

00. Wwhether the resources can be properly and prodigtissed by the
borrowing member countries; and

pp. whether we can raise the necessary resources sonadaly good terms
and conditions.

If | were asked to give an answer to the first goes my reply would be in the
affirmative, provided of course that the projeatsl @rogrammes financed are of
high developmental priority, make a significant tdoution to the economy of
the borrowing member country and strengthen rdtiaar weaken its public
finances and balance of payments, and providedhkeas is appropriate national
economic management in borrowing member countriesreby all projects and
programmes meet the abovementioned criteria.



Moreover, our borrowing member countries have gngwequirements for long-
term official development financing on reasonabdpd terms because of
growing populations with growing basic needs, graywiates or urbanisation and
consequent heavy demand for infrastructure, growmgmployment (with some
exceptions), rising external debt service and gngvdeficits in Food and Energy.

Raising of Hard and Soft Loans on Reasonably Gooderms

The answer to the second question, about ouryatnlitaise the necessary
resources on reasonably good terms, | would sugdeséends on:

qq. whether the Bank's member countries can put henbest possible
position for raising both Ordinary Capital Resosraad contributions to
the Special Development Fund; and

rr.  the prevailing financial situation in the worldapital markets.

As regards Ordinary Capital Resources, we shalhirgy from time to time need
more capital subscriptions - both paid-up and béla from our member
countries. And since the callable capital subscritmefinancially strong member
countries of the Bank determines the upper limihef Ordinary Capital
Resources borrowing, we may well have to examieec#ise for admitting new
members who can qualify as financially strong.

This is only a pre-requisite for raising resouraed will not guarantee reasonable
borrowing terms. The latter would depend on thdioaimg soundness of the
Bank and the prevailing financial situation in therld's capital markets. We

have optimism for the former and hope for improvemnie the latter.

Co-Financing

As a means of extending the leverage of its Orgli@apital Resources, the Bank
would also have to give consideration to widenisgD-financing sources. To
date, the Bank has co-financed to a very limiterixwith international financial
institutions and DFCs in the Region. However, thengotential for extending co-
financing arrangements to include commercial bamdsinsurance companies
both from the Region and outside. In addition, weild have to explore co-
financing possibilities with official agencies, paularly those of OPEC
countries, and export credit institutions.

The Issues of New Donor Membership and Multiplicityof Special Funds

With regard to soft resources, there is also angtaase for admitting financially



strong, new donor members to the Bank becausesofdéhld to increase the
amounts contributed to our Special Development Fwich incontrovertibly
should be uniform as between donors in respedhah€ial terms and conditions;
in methods and rate of contribution; in proceduregrocurement, etc.; and in
permitting the Bank's Board of Directors (and rina tlonors) to determine the
purposes and borrowing member countries for whichm be used.

It is now crystal clear that even though we in Bask may accept our role as a
Development Agency fully, both the borrowing membeuntries and the staff of
the Bank cannot any longer cope adequately withfamlyer proliferation of
specific special funds resources, pre-packagedrisspecified purposes and
involving repayment with interest by the Bank. Attmoment we now have in

the Bank, from an accounting point of view, thisgparate special funds (mainly
soft but in a few cases hard), contributed not daylynember and non-member
donor countries but also by multilateral financaggncies. In respect of that
latter, each loan they make to us must, accountisg; be regarded as a separate
special fund, as is the case with soft loans framod countries.

Moreover, the soft loans to the soft special fufadker than the Special
Development Fund) have to be repaid with intergshke Bank and therefore
have to be on-lent by the Bank at higher ratess4o aover the Bank's
administrative costs and to build up reserves. phesents our LDC borrowing
members from getting the kind of soft money whiglustified by the state of
their economies and public finances and, potegtitiieir balance of payments.
Thus, we now lend soft funds - whether SDF or stpaspecial funds - at a
maximum term of 25 years, including a five-yearcgraeriod, and at an interest
rate of 4%. On the other hand, the condition ofdbenomies and public finances
of the LDCs would justify even softer terms - s&§,years repayment period,
including a ten-year grace period, and an inteegstof not more than, say, 2%
per annum.

It seems to me essential that for these reasonammast single donor country
should as a matter of urgency consider becomingdj axember of the Bank so
that is can contribute on a grant basis to a singifed Special Development
Fund and so that its callable capital can be usdzheking for Ordinary
Resources borrowing. But if the largest donor coufihds this impossible, the
Bank should intensify its efforts to attract tomtembership other financially
strong countries both in this Hemisphere and antbe@®ECD countries which
could provide the necessary resources to the Speelelopment Fund and as
callable capital for backing of Ordinary CapitaldRarces borrowing. This would
make the Bank less dependent on the present nitiypf special funds
provided for prespecified purposes and on loardigsct from grant) terms by
the largest single donor country as a source ofesgionary funds for financing
projects in the LDCs. In saying this | am not undfir of the magnificent
support of the Bank's soft operations by the largesor country (which has
contributed one-half of the total of our soft resmms); all | am saying is that such



generous QUANTITATIVE support would be even moreetive in future with
certain QUALITATIVE changes.

Greater Mobilisation of Domestic Financial Resource in the LDCs

As part of the process of promoting greater madtiiles of domestic financial
resources in our borrowing member countries we, Wiliggest, have to give
thought to EITHER issuing local currency bond issirethe LDCs for the
purpose of making local currency loans to thesanttaas OR encouraging the
LDC governments themselves to issue such bondsande all or part of some of
their development projects. The various Providemtds and National Insurance
Funds as well as the funds of Insurance Compangtable and not being
optimally utilised provide the justification for iocourses of action.

Bank's Onlending Rates for Ordinary Capital Resoures

With regard to Ordinary Capital Resources, | hdveaaly dealt with the raising
of such Resources. Let me just add that, with cegathe on-lending rates of
such resources, the Bank would have to be guidaddme extent by the cost at
which it can raise such resources whether frontépgtal markets or from
multilateral institutions such as the World Bartie 1DB and the EIB. It is likely
that on the whole the capital markets in the 13&0sexhibit higher interest rates
than in the 1970s.

(e) CONSOLIDATING AND RATIONALISING THE RELATIONSHIP
WITH OTHER AID DONORS

VII. CONCLUDING OBSERVATIONS

Mr. Chairman, Honourable Prime Minister, Distindwed Governors:

The Bank has been able to serve its borrowing megtaetries with a
reasonable degree of success in the very diffi@tibnal, regional and
international environment of the seventies.

This has been due to three main factors.

First, the generous support of the fledgling Baplobth donor member countries
such as Canada, Colombia, Trinidad and Tobagd/tited Kingdom and
Venezuela and by non-member donor countries sutiedSederal Republic of
Germany, New Zealand, Nigeria and the USA, as agelly multilateral
institutions such as the UNDP, World Bank, IDB dhel EIB and EDF of the
EEC. | wish to take this opportunity to offer myrgenal thanks to all of these
countries and institutions for their support of Benk.



Second, the perspicacity and high sense of redpbtysof our Board of
Directors.

Third, the imaginative and dedicated efforts of fin& President, the holders of
the office of Vice-President and the Directors @jpartments, the Deputy
Directors, Assistant Directors, Project Officersl ather professional and non-
professional staff, including Administrative Offisg Secretaries, Clerical

Officers and all other employees of the Bank. Myspeal thanks are due to all
the past and present members of the staff of timk.Behey have laboured hard
and long and with dedication to the cause of theeld@ment of our Region and
its constituent countries. They therefore couldwvith an occasional expression of
thanks even if this has to come only from the ChEieécutive Officer of the
institution in which they have laboured and wilhtinue to labour.

| am confident that, with the continuing full suppand positive backing of our
member countries as well as our non-member donartdes and multilateral
agencies, our Bank can face the tremendous chalervithe decade of the
eighties with a considerable degree of optimism@ndage.

1/ The use of funds lent to us by the World Bardwyéver, requires a
Government guarantee.



