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PRELIMINARY REMARKS

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

After six years, the Bank returns to its Headquarteuntry, Barbados, for the
Fifteenth Annual Meeting of our Board of Governdram very pleased to note
that the Meeting is taking place in Heywoods Hate, construction of which
was partly financed by our Bank.

It is a source of satisfaction to all of us that Meeting is being held here in
Barbados; this country is well experienced in thstimg of international and
regional conferences and its Government and pd@ple a well-deserved
reputation for hospitality.

The Meeting is also of significance in that it eriy held under your
Chairmanship. Although we deeply regret the circamses, we are all pleased at



the fact that you have recently assumed the vely bifice of Prime Minister of
Barbados and we are certain that in this capacitywill fulfill the high
expectations which everyone has of you; for yoaady have a well-deserved
Caribbean-wide, and indeed Third World-wide repatafor intellectual ability
and managerial competence. You also have a jubtiéiputation of being a
steadfast and undaunted champion of Caribbean sgoras well as political
integration.

| also wish to take this opportunity to draw attentto the sterling contribution
made to the work of the Board of Directors by theeBtor for Barbados, Mr.
Steve Emtage. He has participated actively in tbekwf the Board of Directors
from the Bank's inception and his views have alwegesn characterised by a
grasp of essentials, great astuteness and very $odgment.

INTRODUCTION

We are now in the middle of the decade of the 19B0#he year 1980, in my
Statement to the Annual Meeting, | set forth softh® major challenges facing
the borrowing member countries and the Bank ifeelthe decade of the 1980s.

For reasons which will become clearer later on ynStatement, | believe that the
year 1985 - the mid-point of the decade - is aiaty@ar for both the borrowing
member countries and the Bank. The state of our@uges (and of our Bank) in
the second half of the decade will depend critycalt decisions made (or not
made) in the course @HIS YEAR.

| will therefore review some aspects of the progmeade by the borrowing
member countries and highlight some of the impadri@asks that remain to be
accomplished.

In assessing the economic performance of the desrudf the Region, we have to
bear in mind the unfavourable international ecomoemvironment which has
prevailed throughout the first half of the decatlthe 1980s - the second big oil
shock occurred in 1979/80; the period 1981-1983 avesof worldwide
recession; very low prices were obtained for imaarCaribbean commodities
such as bauxite/alumina, sugar and bananas; pootesch in the industrialised
countries has been on the increase; and high attenal interest rates have
prevailed, thus further compounding the debt serpioblems of some of our
larger borrowing member countries.

We should also not be misled into thinking thatplaetial economic recovery and
the positive growth in Gross Domestic Product (G@Rich took place in most
countries of the Region in 1984 represents a lengrtreversal of the
unfavourable international economic environment.dfe thing, there are signs



already in 1985 that the American recovery mayh®oas vigorous and sustained
as was previously believed. For another, the tssictural deficiencies of our
economies have not in any way been significantlyadied. These include
excessive dependence on imported food, inadegerdés|of domestic savings in
both the public and private sectors, stunted inthge technological development
and insufficient regional entrepreneurial dynamic.

Moreover, the deep-seated problems (including bagts of production and
relatively low prices) in many of the traditionadport staples (sugar, bananas,
citrus, cocoa, arrowroot and nutmegs) still rensaid have contributed in part to
severe declines in the terms of trade of most cammof the Region, as has the
weak demand for bauxite and alumina.

After an assessment of the progress of the natem@miomies, and a presentation
of some fundamental national policy decisions widvernments have to take
this year, 1985, | will review some of the achieests of CDB, both as a Bank
and as a Development Agency.

| then outline some of the major issues relatintheorole and orientation of the
Bank which our Board of Directors will have to déeiupon in the course of this
year - 1985; and | end by saying a few words ontuh&international financial
community might do for the countries of the RegidtlS YEAR - 1985 - and
next year.

REVIEW OF PROGRESS IN THE NATIONAL ECONOMIES SINCE 1980

| will review progress made by borrowing countrieshe following areas:

a. improvement of the quality of national economic mgement;

b. the production sectors of food and agriculture etated fields, agro-
industry, manufacturing, tourism, energy, and beiaiumina;

c. development of human resources and technology;

d. defining the respective roles of the State, thallpcivate sector and the
foreign private sector in the development of owrdaes; and

e. deepening the regional integration process.

(@) Improvement of the Quality of National Economic Maragement

All countries of the Region seem to have learntnfisome of the mistakes and
deficiencies in national economic management whiahnifested themselves
during the 1970s and the early years of the 1980s.



All borrowing member countries are now seized efuingent necessity for
structural adjustment of their economies so agsame economic growth while
reducing to reasonable proportions the large stratteficits in their balance of
payments. And they also recognise that structutjalsément is really nothing
more than the quickening of the pace of structieadsformation (or long-run
development) of the CARICOM economies.

There is also now general agreement in the Reg@incbsts of production must
be kept competitive to promote exports and efficieiport substitution, if the
economies are to adjust and if continuing econaroevth, foreign exchange
earnings and high levels of employment are to cabmait. This means that costs
of production should be made consistent with werides through increases in
productivity and through the adoption of approgiexchange rate and incomes
policies.

Again, there is general awareness of the needmaulate and implement sensible
medium-term targets for the main aggregates oétomomy as well as for the
productive sectors and to have a realistic Pul#i@ Investment Programme
(which must of necessity be based on the settidigrofpriorities by
Governments).

The importance of reducing consumption and incregdomestic public and
private sector savings as part of the adjustmeshidawelopment process is now
fully grasped, as is the achievement of econonvevggr and high levels of
foreign exchange earnings as a necessary, thoughsufficient, condition for
the solution of the unemployment and under-emplaympeoblems in our
countries.

There is also now a recognition by all Governmdimés, just as the process of
long-term development is not without pains, sodtral adjustment (which is an
attempt to force the pace of development) requreat efforts and equitably
shared sacrifices on the part of all groups insihgety.

Again, the Governments of those countries in thgiégtesuffering from rapid
population growth are aware that this continugsa®e a serious constraint on
improvement in living standards and the prospemtai¢hieving higher levels of
productive employment as well as on the budgeténgtson, through pressures
for increased spending on education, health andihgu

Governments also have to make it crystal cleanéqoeople of their countries that
structural adjustment requires not only measura@scaease the supply of exports
and efficiently produced import substitutes bubatseasures to reduce aggregate
demand for consumer goods and services in the egpaad to increase

domestic savings. This can result in many casestivacks in Government and
other public sector expenditures, and consequéntycertain amount of
unavoidable retrenchment in both the public seatal the private sector, wage
and salary restraint and higher public utility safeshen needed to avoid subsidies



from the Government), lower subsidies on consumeds, restrictions on
commercial bank credit and higher levels of taxatio some cases, too,
exchange rate depreciation may be necessary intdrest of increasing or
maintaining volumes of exports and efficient impsuibstitutes and of achieving
a better budgetary situation.

One difficult area of structural adjustment whigipkes to all borrowing member
countries (both MDCs and LDCs) is the need to redbe overall fiscal deficit,
and to produce a budget surplus on recurrent atccOue reason for this is often
heavy over-manning of the Civil Service, StatutBoards and State enterprises.
Here Governments are faced with a real challengeest is extremely difficult to
keep down the growth of Government recurrent exiperad In the face of this
challenge Governments have to show an extraordotegyee of political courage
in firmly controlling the growth of recurrent expditure in the entire public
sector with regard to increases in wages and salas well as to levels of
employment. Governments also have to refrain fraoessive borrowing from
their Central Banks.

The associated issue of far-reaching reorganisafi¢ime structure and
functioning of the Civil Service and other publecsor entities is now being
tackled in some countries and it is hoped thatreetioe end of the decade all
countries will have undertaken and implemented suorganisation.

There is also a view emerging in the Region thati¢lrels of personal taxation
are too high to generate the necessary attitudesds work, skills improvement,
savings and risk-taking. There may well be somatrirethis view; but the
answer is not necessarily to abolish personal imctax. As an alternative, both
the general levels of personal income tax rateslamdegree of progressiveness
of the rate structure might be reduced. In additranre effective action
programmes (admittedly difficult) might be develdder getting more income
tax from the self-employed at all levels of incoamal types of occupation.
Moreover, any loss of revenue from adjusting theine Tax system in this way
should be immediately recouped, at least in pgrgdditional indirect taxation of
non-essential goods and services. In the shorthmmever, movement in this
direction may have to be slowed down because ofi¢lee to reduce large fiscal
deficits.

Undoubtedly, the most important lesson to be drixem the experience of both
the 1970s and the 1980s is the need for earlyraotice there are signs of
balance-of-payments and/or fiscal weaknesses alwhgfrun decline in the
prospects for certain traditional agricultural ancheral export staples. Any delay
in implementing firm measures simply worsens thaagion and leads in the end
to the need for draconian measures which sevesstyttie social and political
framework of the country concerned.

(b) Developments in the Production Sectors since 1980



() Food and Agriculture

Generally speaking, the contribution of the agtimal sector to the economies of
the Region has continued to be somewhat disappginn the positive side,
there have been increases in the production anatieapbananas from the
Windward Islands; sugar output in Barbados, GuyarhSt. Kitts and Nevis has
risen; and there have been increases in food eauption in Barbados,
Dominica, Guyana, Jamaica, St. Kitts and NevislL.&tia, St. Vincent and the
Grenadines and Trinidad and Tobago. In additicereinas been a substantial
extra-regional export effort in a number of nordtti@nal crops - in winter
vegetables, tropical fruit (such as mangoes andampears), cut flowers and
tropical foliage. Production in the poultry and pglustries is approaching self-
sufficiency in most member countries (although ehisrstill far too heavy
reliance on imported feeds), and the output of neaaind aquaculture products is
growing across the Region, although there isestitlessive importation of fish
and related products.

Unfortunately, this is only part of the story. Adtlgh banana production has risen
in the Windwards as a group, there has been amaide decline in Grenada;
and the trend in banana production in Belize amaaiea is downwards. Further,
apart from Jamaica, all the banana exporters hage beriously affected by the
decline in domestic currency earnings caused byépeeciation in the value of
sterling in relation to the US dollar, to which th@rencies of the countries
concerned are tied.

In the sugar industry, export prices are at a émmtyear low (although our
producers are partly cushioned by the ACP/EEC ageeéon prices), our market
is shrinking as a result of US quota restrictiond eompetition from beet sugar
and the new artificial sweeteners (High FructosenGyrup), and there is a
stagnating or declining production in Belize, Jazaaand Trinidad and Tobago.
And here again most of our producers have beentatfdy the decline in the
value of sterling in relation to their national mmcies.

| should draw your attention to the well-known fétwat both the banana and
sugar industries continue to exist as a resulpetsl marketing arrangements
granted by our trading partners.

There have also been declines in domestic curreanyings from the export of
rice, cocoa, nutmeg, and, in the case of St. Vihaaed the Grenadines, there have
been a virtual disappearance of the previouslyifatde arrowroot market.

There has not been much progress with the developof¢he cattle and small
stock industries in the Region, particularly iratedn to meat and milk
production, although there has been some eff@eiize, Guyana and Jamaica. |
can also report little progress in increasing tradpction of feeds for cattle, just



as there has been little in relation to poultry pigs.

In the area of agro-industry, few new productsafsequence which are
intensive in the use of indigenous inputs have lz@Eled during the past five
years to the list of those produced in the Rediomany of the countries in
which agro-industrial enterprises have been estaddi there have been
substantial imports of raw materials with whiclstgstain the operations. Most of
these enterprises have geared their productidmetdamestic and in some cases
regional market.

As a result of all this, the Region continues tabeery heavy importer of food.
Gross imports of food (including animal feeds)nétrand tobacco now amount to
approximately US$1.25 billion. After exports of thalrink and tobacco are
deducted, net imports still remain relatively hagtapproximately US$600
million.

It is absolutely vital that the maximum contributtito output, to employment and
to foreign exchange earnings and savings be olotdroen the agricultural sector.
Given the situation with our traditional agricultlly based exports, serious
examination of and decision on their future carrepostponed for much longer
beyond this year - 1985. Whichever way the decsgm they will have far-
reaching implications for our economic future. hyavent a number of
objectives will have to be achieved in the areaagiculture and agro-industry.
These are:

« significant improvement in production efficiencyonder to improve
competitiveness in the marketplace;

« improvement in grading and packaging arrangemeartsitake a
substantial contribution to the marketing effort;

« more efficient management and greater use of tiggoR's marine,
aguaculture and forestry resources;

 diversification of agricultural output through gteaproductivity (and
perhaps reductions of acreage) in existing nonttoaal crops as well as
through the introduction of new crops;

- the production of agricultural output specificaldy agro-processing as
opposed to the existing tendency to process byyutsd

(i)  Manufacturing

There have been problems in the manufacturing sastwell. Since the 1960s
and 1970s, manufacturing activity in the Bank'stmmg member countries has
generally been geared either to supplying the domas well as the wider
regional market or, as in the case of the enclaveff-shore assembly)
operations, to producing output entirely for exparainly to the United States. In
the latter case, with the level of production teigdio move with demand



conditions, the pattern of output growth has markess followed the fortunes of
the United States economy.

Over the last five years, there has been littlhis basic situation. Domestic and
regionally oriented manufacturing production hasrbsubstantially affected by
the poor overall economic performance and fallunchasing-power and other
factors inhibiting imports from CARICOM in the biggcountries in the Region
in recent years; by the extreme shortage of foreigrhange in two of these
countries and, in consequence, by the collapsesoCARICOM Multilateral
Clearing Facility (CMCF).

The sector remains characterised by a low leveitef-industry production
linkages; by deficiencies in managerial, markeand entrepreneurial skills; and
by a general reluctance to enter the extra-regioaket - in spite of
opportunities long in existence under the last hame Conventions and newly
created under the Caribbean Basin Initiative (CBI).

It is now clear to all that in the interests of geating foreign exchange earnings
and promoting economic growth and productive empleyt, a major thrust in
our development efforts must come from locally-od/oe joint venture export-
oriented activity, particularly in the manufactugisector utilising high levels of
local technological and managerial skills and mgkhe maximum feasible use
of local and regional raw materials and other isput

This means, above all, that production will havééamade more efficient and
that costs will have to be competitive. In somaatibns cost control will be a
matter purely for the enterprise; in others, nal@ctonomic decisions will have
to be taken. The external marketing effort willuegg a great deal of attention.
One approach to the external marketing issue, @fidancing as well, is for
production and marketing to take place in jointtue@ arrangements with foreign
partners who already have market access.

Identification of industries will good market presjs is a crucial element in
gaining access to extra-regional markets. Worlois nnderway on two
identification exercises. One is a study for CDBtiiy GATT-UNCTAD
International Trade Centre (ITC) on the scope fqogting outside of
CARICOM the products of already existing industisedling to the local and
CARICOM markets; the exercise will also identifyrjbventure partners for
CARICOM firms exporting these goods. The secoral study for the CARICOM
Secretariat on the identification of mostly newustties for establishment in the
Region in the light of extra-regional market demand

In the case of borrowing member countries whichshi@t of the necessary
foreign exchange for the purchase of raw mateaatsrehabilitation equipment,
one possible approach could involve a foreign jeertture partner which

supplies inputs in return for the output. But westmevertheless face the fact that



the extreme shortages of foreign exchange canlmntwercome by internal
measures of structural adjustment, backed up byraneme or sector loans on
concessionary terms from multilateral and bilateiaiors.

Finally, we should start planning now - in 198®F éntering some skill-intensive
and high-technology areas as part of our extrasregiexport thrust, since we
have to think of products and processes which lgawe future prospects in
terms of external demand. This requires, inter, #tiat we must begin to
introduce our young people in our secondary schtdlsystems-analytic"
thinking, including exposure to the use of the catep in addition to normal
training in literacy, numeracy, natural scienced social studies.

(i)  Tourism

The performance of the tourism industry in the Redias generally reflected the
economic performance of the countries from whiahisitors to our shores
come, with domestic peculiarities within the Regadfecting the performance of
each destination. Thus the recession in the indlstiuntries following the
second oil shock manifested itself in a reductionisitor arrivals during 1980-
1983, with the recovery in arrivals resulting fraine resumption in economic
growth taking place in 1984, especially in the gdiStates.

As a result of the developments in 1984, and itiqadar the just-completed
winter season, there has been substantial recavéng Region's tourism
industry. Given the expectation of slower growthha United States and the
current exchange rate relationships, we cannotattpe current rate of tourism
recovery to continue in the medium term. In consege, we need to rely on our
own efforts to make the industry more responsiwtraore efficient, and to
improve the competitiveness of the industry inRegion. The main economic
objective of the industry is to maximise visitopexditure and to retain locally
the maximum proportion possible of that expenditimea situation where people
are increasingly seeking to obtain value for momeyneed to ensure that the
quality of facilities and services is maintainedeahanced while prices are kept at
competitive levels.

It is now a resounding platitude that the tourisiidd be served more local and
regional food than is now the case. What is nailsgous is that the forests of the
countries of the Region (where they exist) couldibed as places of interest and
recreation for both local people and tourists.

In a number of the Bank's borrowing members in Wihiere is a tourism
industry, there is continuing visitor complaint abthe absence of local
attractions (such as historic sites and authentici@l expressions) and of items
to purchase. The objective of maximising visitopemditure requires that our
tourism authorities remedy this perceived deficijeas quickly as possible. It
appears to me that, apart from the developmerteo¥isitor attractions which are



most appropriate for each member country (and ved te learn to differentiate
our product), there is an opportunity for the dotieggroduction of souvenir
items to replace those which bear our country namesare produced elsewhere.

In some of our member countries there may be a fugadore precise
identification of the type of tourism industry whiought to be developed. Each
segment of the industry has its peculiaritiesattgantages and its associated
pitfalls: playing the numbers game is not necebsanecipe for success.

Moreover, over the longer run in the small and \@mall islands it is necessary
to start now - in 1985 - to determine the optimwmber of tourists, taking into
account environmental, infrastructural, social antfural factors.

(iv)  Other Service Activities which Earn Foreign Exchang

The wider issue of the creation of a wide rangdign exchange-earning
service industries must also begin to be addressed in 1985. In this
connection, we should note that you, Mr. Chairnmaoently stated that you
wished Barbados to become an important serviceeenthe Eastern Caribbean;
yet you and your Government are very concerned gvitimoting rapid
development and diversification of the agricultiaatl manufacturing sectors.
The small and very small Caribbean islands shoatdeek their economic
salvation only in tourism and other service adegt but should aim at as
diversified an economic structure as is feasible.

(v) Bauxite and Alumina

Two sets of factors have adversely affected theibelalumina industry in the
Region in recent times. The first was the recessidhe developed countries
following the 1979/80 olil price increases, whict te a sharp fall in demand for
bauxite and alumina. The second factor involveddgneelopment of new sources
of bauxite and a tendency towards the smeltindurhsium in bauxite-
producing areas having a cheap supply of energwally hydro-electric. This
second factor accounted for a shift in bauxite ngractivity to Australia and
Brazil (near to cheap sources of hydropower), dcagehe relocation of alumina
production and aluminium smelting from the US Geljion to the west coast.
These factors have had the effect of putting GuyarthJamaica at a competitive
disadvantage in production.

In both countries long-term planning for the futofeéhe bauxite/alumina
industry must be given even greater impetus nawl1985.

(vi) Energy

It is very well known that - except for Trinidaddaiobago, the sole exporter of
oil - the countries of the Region suffered a laagd permanent deterioration in



their terms of trade as a result of the massiveeases in the price of oil in
1973/74 and in 1979/80.

One of the most notable initiatives to alleviate #uverse impact of the energy
crisis on the Caribbean economies has been thdiadap 1983 by the
CARICOM Heads of Government in Port-of-Spain, Taewl of the Regional
Energy Action Plan (REAP) formulated jointly by tGBaribbean Development
Bank (CDB) and the Caribbean Community Secreté@aRICOM). The Plan
aims at coordinated action in:

k. the development of new and renewable alternativeces of energy;

I. conservation of energy and reduction of power Iegselectricity
transmission and distribution;

m. exploration both on-shore and off-shore for oil aatural gas; and

n. rationalisation of production and marketing of pegum products in the
Region.

CDB has, with assistance from the United Statesndgéor International
Development (USAID) and the German Appropriate Tebbgy Exchange
(GATE), been assisting its borrowing member coestm developing alternative
sources of renewable energy - wind, solar, minirbyahd biomass. The
Government of Canada, through Petro Canada IntenadtAssistance
Corporation (PCIAC), has also been providing aaast to the Region with
petroleum exploration, both on-shore and off-shore.

A regional programme to generate electricity framptus bagasse and
sawmilling wastes is also under implementation ianmatogressing well. Under
this programme, in 1984, CDB made a loan of US##IRon to finance a capital
project for generating electricity from surplus hage which will contribute 20%
of the total power generation in St. Kitts and Newhen the plant becomes
operational in 1987.

Energy conservation efforts to promote power seeffaciency through REAP
and a series of loss reduction studies on thertressgon and distribution systems
by CDB in about ten countries is now underway. &tedour studies have been
completed and CDB has financed a capital projedthvis expected to save
about US$0.7 million annually in oil imports and@keduce financial losses to
the utility. In Barbados and Jamaica major tecHrasaistance projects are also
underway.

Despite the cost-effectiveness of several energgawation measures yielding
high rates of return, implementation of such meastias been very slow. There
are several reasons for the lack of success iratbs and many of them are
related to incorrect policies pursued by regional&nments such as the setting
of energy prices at levels that are too low fromeaonomic standpoint. Regional



Governments have also done very little to encouemgegy efficiency
investments through incentives and there is stdlck of awareness and know-
how regarding measures to improve the efficiencgrargy use at the enterprise
level.

Due to the declining levels of crude oil productamd prices in recent years, the
Government of Trinidad and Tobago has granted uancentives for greater
exploration and production efforts on both land aed and has adopted measures
of structural adjustment to cope with the less taable balance-of-payments and
fiscal situation at the national level. The Goveeminhas also just acquired most
of Texaco's assets in Trinidad and Tobago witheav\to maintaining and
increasing levels of crude oil production and tgnaling existing refinery
capacity. The Government of Barbados (a net impoifteil) also acquired some
two years ago the crude production facilities ofdilloThe rapid increase of local
crude oil production since would seem to have figstithe decision.

For the future, CDB and CARICOM will need to redtutheir efforts to
mobilise the funding required to implement the RE&®vernments will also
need to explore the use of incentive packagesjdinal) energy investment tax
credits and free technical assistance, if the piatieior energy conservation is to
be fully realised. Most importantly, Governmentdl weed to implement pricing
policies which will allow the economic cost of siypg various forms of energy
to be reflected in the price.

Government and private sector must decide this y&885 - to adopt concrete
and specific policies and actions on energy cordeny and energy efficiency.

(c) Development of Human Resources And Technology

The importance of improvement to and better utilisaof our human resources
is now fully grasped by all our Governments, arerisult is a search not only
for more educational and training facilities, bort §reater relevance as well.
Emphasis has been shifted to paying more attetditoth the primary level and
the non-university tertiary level.

In the LDCs, the public sector is experiencing sges of trained high-level and,
even more so, para-professional and middle-lewesigmmel. This is also true of
most of the MDCs, to a somewhat lesser extent. Sbholtages constitute a
crucial constraint to the effective formulation angplementation of development
policies, programmes and projects. It also holak performance in the private
sector.

Perhaps the most serious consequence of the ecodominturn which has
occurred in many of our borrowing member countimethe last few years has
been the migration of skilled human resources ftioenRegion, in large part
because of a perceived lack of opportunity to dgveind utilise their skills. This



strikes at the very heart of the development effgréroding our most critical
resource: our technological base. These peoplendkehem not only their
skills, but also a major part of the base of infatimn and experience about the
local environment required to support the decisitaking and project
implementing processes in the Region. In many asta@sdeficiencies created
by migration could be in part compensated for byereffective manpower
development policies and programmes, and by theiguds use of appropriate
Technical Assistance.

In this regard, two very significant developmemtshe Region which can
increase access by the countries to Caribbeanteseare:

xv. the Transfer of Know-how and Technology through &xpte Nationals
(TOKTEN) project of the United Nations Developm@&mbgramme
(UNDP), which promotes the return from abroad dllestt nationals to
serve in our member countries; and

xvi.  the Caribbean Technological Consultancy Servicd<C&) Network
Project being implemented by the Bank, which praadhe sharing of
expertise between member countries of the Bankftamthtra-regional
transfer of information and skills.

In many areas there is no indication of any subistagrowth in the technological
base required to support development of a modenpettive productive system.
In the fierce competition of the international metrklace technological capability
is a critical factor. The current drive to breatoiexport markets can only
succeed in the long run if we can be on top ofdsesind innovations in
manufacturing, agriculture and the new informaimatustries and adapt them to
our small-scale operations.

A requirement which has already been pointed oouimdiscussion of export
manufacturing is the equipment as from now - in5L98f many of our secondary
school children with some knowledge of the computer

Another very critical area is technical standanad metrology. To break into
sophisticated export markets, our products must steagent technical
specifications. In most countries in the Regionqa@e laboratory and testing
facilities are not in place to support adoption andlementation of appropriate
standards; and even in those countries with labordacilities more needs to be
done if our products are not to be turned awagi@pbrts of our export markets.

(d) Defining More Precisely the Role of the State, thBrivate Sector and
Small-scale Enterprises in the Economies

In recent years, all the borrowing member countnege publicly stated their
commitment to the private sector as an importastriment of development. But



many borrowing member countries still need to defimore explicitly the
respective roles of the State, the foreign priga&tetor, the large-scale private
sector and the small-scale and medium-sized loocalte sectors in their
economies. This definition needs to be made inr&dbgnition of the fact that
ultimately the development and structural transttran of any country,
whatever its ideology, must rest mainly on locald @ the case of regional
groups, regional) private and public efforts - etleough foreign private
investment has an important supplementary roldapip providing not so much
capital as know-how in management, marketing acdlan@ogy and even though
foreign aid is needed to alleviate the shortageodh domestic savings and
foreign exchange.

What can be said, however, is that increasing m@tiog is being given to the
role of the small-scale and medium-sized localgigwsector and that both
Governments and regional and national private secganisations have, often
with support from Canada and the USA, been fornmgadnd implementing
concrete programmes of training and technical &sge to raise standards of
efficiency and profitability in the small-scale amdium-sized local private
sector.

A clear-cut regional policy on the role of diffetagpes of investment in the
development process must be adopted and implemduatedy this year - 1985.

(e) Deepening the Regional Integration Process
(i) The Caribbean Community (CARICOM)

Over the last five years the economic and balafigeypments difficulties facing
many of the larger CARICOM countries have had areesk impact on the
economic integration process through a declindénevel of intra-regional trade.
This has fallen because of declines in real puiolggsower in the three biggest
countries and also because there are various $ictoibiting intra-regional trade
flows.

At the same time the CARICOM Multilateral CleariRgcility (CMCF) stopped
functioning because of severe intra-regional imhega in trade. At the 1984
CARICOM Heads of Government Conference in Nassahabas, Heads of
Government agreed to work immediately towards fretea-regional trade and to
give more protection to regional producers agamgbrts from third countries by
an absolute tariff increase of 15% on certain $etitems now being produced
within the Region.

It is a moot question whether the CMCF, if revivelould contain a credit
element or whether a separate scheme should belfied to provide credits for
both intra-regional and extra-regional exports.efxal financial assistance for
such credits seems to make better sense thardAR4COM Global Balance-of-



Payments Support Facility. Given the size of themmal inflows still required,
appropriate adjustment measures, adequately bagkby large inflows of
programme assistance from multilateral and bilhtrarces, are the best
methods of dealing with the overall balance-of-pagite problem.

While the thrust over the next few years shouldhg@romoting (as far as
possible on the basis of regional cooperation) ggpmutside the Region, there is
still scope within CARICOM for some kind of cooptaa in regional industrial
development which would avoid in the future unecaiduplication of
industrial capacity and promote new industriesxgaad existing industries so
that they can achieve economies of scale withirRibgional market and even
ultimately be able to produce competitively for Vdomarkets. Such a scheme
was worked out more than four years ago; yet ngrness has been made in its
implementation. It may be appropriate to note lileag, in the view of Sir Arthur
Lewis, the illustrious West Indian economist whoswilae first President of CDB,
the creation of such integration industries isrtten rationale for economic
integration among Third World Countries.

Decisions must be taken this year - 1985 - on st@béishment of a regime for
integration industries in the Caribbean Community.

Similarly, inadequate progress has been made ifeimgnting the Regional Food
Plan (or the Regional Food and Nutrition Strateglgich aims at increasing
significantly, through coordinated national effottse degree of national and
regional self-sufficiency in food.

There has been some progress, however, in rewvisenggricultural Marketing
Protocol and in creating a substantially free inegional market for regional
agricultural production. Moreover, after a rathlemsstart, the Caribbean Food
Corporation (CFC) has become more active and hae means to, and equity
investments in, several agricultural production araiketing projects throughout
the Region. Because of the very difficult and risiagure of agricultural
production and marketing in the Region, the CF@rater to accomplish its task
properly, needs large amounts of financial asstgt@m concessionary terms and
of technical assistance from both multilateral bitdteral agencies. The
European Economic Community (EEC) and the Governmwiethe Netherlands
have so far been of great support to the Corparatio

Meaningful economic integration also requires coapen among countries (at
both the public and private sector levels) in thespit of specific activities of
benefit to the participating countries. Two goodmyples of these have been the
establishment of joint ventures between the Govemaof Barbados and
Trinidad and Tobago in Cement (Arawak Cement Compand in Air Cargo
transportation (CARICARGO).

Insufficiently rapid progress has been made oridhaulation and



implementation of a revised and comprehensive Comindernal Tariff and
Protective Policy (under which many, though by neams all, existing protective
guantitative restrictions might be phased out dvee and the tariff become the
main instrument of protection). The same is truhwegard to a revised Scheme
for the Harmonisation of Fiscal Incentives to Inmyswhich would give
considerable encouragement to exports of manuttorextra-CARICOM
markets as compared with production for local agianal markets.

These two exercises must be concluded before thefahis year - 1985.
(i)  The Organisation of Eastern Caribbean States (OEQS

The OECS sub-regional movement seems to be fadillis promise - with the
fairly high level of commitment of its member Gorarents and with the two
vigorous general and economic branches of its &ea@g its Inter-Agency
Resident Mission; its subregional programmes idetnaolicy, fiscal policy and
planning, energy, and training in management ofatag middle-level public
servants. The current work on plans for a full Gost Union among the OECS
member states is also worthy of note. The estahksh of the new East
Caribbean Central Bank has also been a considemabievement, as has also
been the establishment of an Economic Policy ReGewmittee, consisting of
Financial Secretaries and Heads of National PlanAgencies of OECS member
states as well as representatives of the OECS FBdorfeecretariat, the East
Caribbean Central Bank and the Caribbean DevelopBeamk.

There has also been much activity in the delineatfomaritime boundaries of
member states on the basis of the new Conventigheobaw of the Sea, in
grappling with the problems of university educatad in dealing with the
possibility of joint representation overseas.

Finally, it should be mentioned that member Govents have recently made
considerable progress in keeping their contribitanthe Secretariat current; this
should assist the Secretariat in continuing to fisgbexternal Technical
Assistance.

CDB'S PERFORMANCE 1980-1984

(@ Overview

What has CDB been doing during these difficult g@dret us attempt to answer
this question by looking at the main indicator<C@B's performance. These
include: the level of financial and technical atsise which CDB has been
providing; the extent to which both donors and lieragies find the Bank to be
useful as a conduit for funds and as a sourced&fgendent professional
economic and technical advice; and the lead itdeas giving to other donors



with regard to successful involvement in certaiciges and sub-sectors.

First, after fifteen years - that is, between 18iA@ 1985 - CDB has provided total
financing to its borrowing member countries of U$&%nillion, 66% of which
has been on concessionary terms. Of this amour, I&{3 approved US$477
million in loan financing for 374 capital projeadsd disbursed US$302 million.
One hundred and five or 28% of the projects furaednow in full operation.
Most of the financing represents loans, but it aetudes not only a small
amount of grants made largely for technical asstgdut also grant funds
provided by the United Kingdom and USAID under Besic Human Needs
Programme. Fifty-eight percent of the total finangc{both hard and soft) has
gone to the LDCs. If we look only at total softdircing, the LDCs have got 75%
of this.

Second, many of our borrowing member countriesagagr us not only for
financial assistance but for technical assistaacd,even more importantly, for
guidance on the necessary project conditions teatasommend. Our borrowing
member countries have now recognised that, whitegesof our project conditions
may sometimes appear to be somewhat harsh, thekeags good justification
for them on financial and managerial grounds.

Third, many donors, who for diplomatic reasons taésito impose project
conditions for their aid; have benefitted from CBBIoneering efforts in laying
down project conditionality. This creates a bettevironment for lending from
the point of view of the donor as well as the bamafy countries.

Fourth, some developed countries have been shanteigest either in becoming
members of the Bank or in contributing as non-masbethe new Unified
Special Development Fund or establishing a TrusdRwithin the Bank for
financing on a grant basis important social progres, as in the case of the
Basic Needs Trust Fund, the present phase of vidilsting funded both by the
United Kingdom, a member, and the United Statesnoérica, a non-member.

(b) CDB and the Agricultural Sector to Date

CDB has provided substantial financial assistancpport of the agriculture
sector. In particular, the banana sub-sector hasfiteed from loans for
rehabilitation, crop improvement, pest and diseasdrol and for the provision of
support services. In this way, CDB has helped ésgnve the livelihood of many
small farmers and boost foreign exchange earnings.

Though CDB has provided some direct assistandeet@igheries sub-sector,
financing has fallen short of the level which tei-sector can absorb. This is
due to several factors. First of all, data on eitghde fishery resources are not
available and this makes it difficult to quantifiy,any meaningful way, the
returns from any proposed project. In addition, adisanal fishermen are often



not sufficiently receptive to the new techniquedisiiing that would improve
output and hence ensure project feasibility.

In addition to lending, the Bank has provided techinassistance grants to carry
out a number of studies in the agriculture secomiprove the efficiency of
existing production and marketing, and to paveviag for diversification into
new areas of production. Studies in soil fertilttgpical fruit production, control
of leaf scald disease in sugar cane, livestockymton, and fisheries - to name a
few - have been completed. In addition, new araak as aquaculture and extra-
regional marketing of ornamental plants, have beeestigated. The findings of
these studies have been shared with borrowing mecabatries. The problem
which still remains is the extent to which the imh@tion available is being put to
use.

(c) CDB and Industrial Estates to Date

CDB has achieved some success in the financingdoistrial estates. To date,
CDB has approved US$36 million in funding to thisgramme. This has
allowed borrowers to construct so far about 1.9iomlsq. ft. of space at a cost of
US$34 million. Ninety percent of the space provitedccupied and provides
employment to 9,000 persons. But CDB's successlgogmd these statistics.
Borrowers have now accepted that the programmedimat impose a financial
burden on the Central Government and that rentsfpaifactory shells should
approach economic levels. This approach by CDBohagded the necessary
incentive to the private sector to build their ofanilities, thus relieving
Governments of the need to enter into this forraadivity. However,
Governments may still wish to provide factory sk@tl economically depressed
areas, or where private sector supply does notmumand.

(d) CDB and Agricultural Feeder Roads to Date

Apart from Ports, Agricultural Feeder Roads havenb& major area of project
financing by CDB. Assistance has been extended theaagricultural LDCs, and
in a few cases borrowers are approaching theitHayperation. About 260 miles
of feeder roads have been built and preliminarycaitbns are that this
programme has facilitated the rapid expansion ataljural production in
beneficiary countries.

(e) CDB and Road Rehabilitation to Date

The major road networks of CDB's borrowing memlmemidries, especially the
LDCs, are in a state of considerable disrepair. gdreeral condition of some of
the main roads has no doubt been responsible dogases in transport costs and
caused difficulty in transporting goods to locatidareign markets. Between
1980 and 1984, CDB provided assistance for recactsdn of a major road in St.
Lucia and for substantial road improvement in Bddsaand Jamaica.



() CDB and Ports to Date

CDB has financed major port works and improvementsl but a few of the
twelve LDCs. Needless to say, we have encountenee slifficulties: reduced
cargo throughput because of the international sieesand natural disasters and
significant cost overruns, have sometimes affettiechttainment of our
objectives. Nonetheless, as a result of our assistanany borrowers have
created Port Authorities with strengthened manage@ed independent
accounting. Tariffs have been increased, but sefimgency. Many of these
ports are at present making contributions to Gawemt revenue, or will shortly
be able to do so. At the same time, improvemengxisting port facilities in the
Windward Islands have facilitated an expansiormadxport of agricultural
produce to the MDCs.

(g) CDB and Intra-Regional Transport to Date

CDB has been particularly concerned about intréereg transport and has
continued to provide financial assistance to thesMfadies Shipping Corporation
(WISCO), and LIAT (1974) Ltd. These investmentslwekult in significant
lowering of operating costs, while improved freqeyand reliability of service
will accrue.

(n) CDB and the Power and Energy Sector to Date

CDB has been involved in the power sector in alldne of our borrowing
member countries. We make no apologies for impoasg condition of our
lending that tariffs be increased to achieve ecaagmicing. We are gratified to
see that, as a result, these utilities are no loagmancial drain on the Central
Government. Technical and managerial efficiencyitmgmwoved considerably,
electricity outages are much fewer and power naeglsnet. Further, the utilities
themselves now make a considerable contributidattme expansion and, more
significantly, donors who were reluctant to fundgh utilities in the past are now
coming forward with financial resources.

Through its Technology and Energy Unit, CDB hashbeelping the borrowing
member countries to cope more effectively withitlegiergy problems. To this
end, a Regional Energy Action Plan (REAP) was fdatedl jointly by CDB and
the CARICOM Secretariat, and accepted by the Cenfar of Heads of
Government in 1983.

CDB has been paying particular attention to thiowahg:

pilot and demonstration projects on alternativersesi of renewable
energy - solar, wind mini-hydro and biomass;



I.  developing projects to reduce power losses in tnassson and
distribution systems;

li.  using bagasse as a source of fuel to produce ielgctor the national
grid. (One such project identified, prepared andriced by CDB is
currently being implemented in St. Kitts and Neyves)d

iii.  advising on conservation methods - through physreadification of plant
and through the adoption of policies where priefiect true scarcity,
values (CDB is now providing finance to DFCs toiststhem in onlending
to local hotels for energy conservation).

() CDB and Water and Sewerage to Date

As in Power, CDB's emphasis in the Water and Seyeesactor has been on
improving managerial and technical efficiency, easing user charges where
appropriate, and training. Most of our objectivesthe sector are being realised.
Our financial assistance so far has focussed hearithe Windward Islands and
the Cayman Islands and, in some cases, there le@venotable successes.
Financial assistance for training is availableltd. BC borrowing members.

() CDB, the Private Sector and the DFCs to Date

CDB has directed over 30% of its lending to datth&oprivate sector - both
directly and indirectly through the National Devahoent Banks for the
Development Finance Corporations (DFCs).

In addition to assistance in the preparation amanfting of direct projects, CDB
has provided a considerable amount of technicafiaadcial assistance in
creating and restructuring the National DevelopnBariks or Development
Finance Corporations in its borrowing member caastfToday, CDB has
dealings with 21 DFCs. Only four of these werexiseence in 1970. Between
1970 and 1984, CDB approved 103 lines of crediafealue of US$74 million to
these intermediaries, which disbursed about US$8@mof the total.

Initially, external donors and agencies expreskeddar that these small public
sector institutions could not be viable and mangrda@ing member countries
reinforced that belief by under-capitalising andl@nmanning the institutions,
and by interfering in their day-to-day detailed @pgons as distinct from setting
general policy guidelines.

Today, the situation has improved considerably.[&imuch still needs to be
done, the problems of weak management, insuffi@atanomy in day-to-day
matters, under-capitalisation, subsidised lendangl, delinquency are less acute
than in the past. Many agencies and donors whdbad skeptical about the
prospects of the DFCs are now indicating a willesmto provide financial and
technical assistance to them.



(k) CDB and Student Loan Scheme to Date

The Student Loan Scheme, administered by the Dir@e&balf of borrowing
member Governments, deserves special mention. {fedGi2B has channelled
US$5.9 million into this programme which has assist,302 LDC students to
pursue middle-and higher-level professional antraal education, primarily in
local and regional institutions. Of the 750 persat® by December 1984 had
completed their training under the Scheme, abo¥% BAd returned to provide
services to their country or to the Region.

() CDB and Training in Project Administration to Date

It has already been stated that shortages of ttammepower in the public sector
is a serious deterrent to effective governmentabadn the field of development.
CDB has sought to help overcome this bottlenedkérfield of the entire "project
cycle" - identification, preparation, appraisal amghlementation of projects. It
has established a Project Administration Trainimgt ((PATU), with the
assistance of the Inter-American Development BHDBY and the European
Economic Community (EEC), to provide training tpt@and middle-level public
sector personnel. It has offered training coursel bt the Bank's Headquarters
and in many of the borrowing member countries.tddl borrowing member
countries have expressed satisfaction with thatsffoade to date.

(m) CDB and Technology to Date

CDB's Technology and Energy Unit has been seekirsgnsitise the people of
the Region to the overwhelming need for a consciecisnology policy as an
important aspect of their long-term developmengproimes.

A very significant development has been the ingiabf the Caribbean
Technological Consultancy Network project whicmasv being implemented by
CDB. This project promotes the sharing of inforrmatand expertise among the
Bank's borrowing member countries.

SOME CONCLUSIONS FROM THE EXPERIENCE OF BORROWERS
AND CDB ITSELF BETWEEN 1980 and 1984

From the review of the first half of this decadeiethl have provided, the
following main conclusions can be highlighted:

even though many problems of development and siraichdjustment
have not been overcome, the public and privateseof the countries of
the Region are now more intensely aware than therg fwe years ago of
the specific measures needed to bring about reg@ret adjustment;



Governments are learning the main lessons to loetl&gam the
experience of national economic management in #7@4 and 1980s - it
is essential to take early corrective action anssothere are adverse
developments in the economy;

although progress is not fast enough in all coasfrihere are hopeful
signs of activity and achievement not only in naglbeconomic
management but also in the production sectors -traafitional export
agriculture; food production (as well as agro-indydisheries, livestock
and forestry); export-manufacturing; energy; anchn resources and
technology;

in most countries of the Region (both MDCs and LPfisre are large
fiscal deficits (both overall and recurrent); tlssn part due to fairly rapid
rates of increase in wages and salaries and israt8mme cases due to an
over-burdened public sector, often with large ficiahdeficits; these large
fiscal and financial deficits constitute a serigosistraint to structural
adjustment and economic development;

para-professional and skilled manpower shortagedl ofpes are a serious
constraint to both public and private sector depelent;

there is scope for more lending for productionh® private sector, both
directly and through the national DFCs. In the gash lending has been
constrained by national economic difficulties, lied market opportunities
and shortage of national entrepreneurship;

consequently, CDB has found itself in a positiorevehit is much easier to
identify and finance infrastructural than produetsector projects. There
is clearly need for a better balance between tloetypes of lending;
particularly in the LDCs, there is growing proliéion and duplication of
efforts by both multilateral and bilateral aid desgn many if not most
sectors - both infrastructural and productive;

the LDCs face financing problems in the educatiecta - particularly
vocational and technical education and tertiarycatlan outside the
university;

severe shortage of foreign exchange (induced gelpart by both
deteriorating terms of trade and high debt serbigelens) is now - in
1985 - one of the key constraints to developmesbime of our
borrowing member countries; consequently, thesatc@s require in
1985 and 1986 considerable amounts of programmeextdr lending -
over and above adequate levels of project finang¢ifgs is not to
downplay the urgent need for external project foiag on appropriate
terms and in adequate amounts to the other borgpmember countries,
particularly the LDCs);

although tourism has made an important contributtoeconomic growth,
employment and foreign exchange earnings, thererarieonmental,
infrastructural, social and cultural limits to geowth in small and very
small economies. In some very small countries gtieealso scope for the
establishment of other services which are foreigrthange earners; but
even in these countries all opportunities for ecoically producing



VI.

agricultural and manufactured goods should alsaken advantage of;
and

k. an ultimately successful export drive in manufaeswequires planning
now - in 1985 - for skill-intensive and high techogy activities.

CDB intends to expand its work programme to assstowing member
countries to address many, though obviously nppéthese issues.

CDB IN THE FUTURE
(@ General

CDB, as a dynamic and responsive institution, bdsetalways alert to the
changing development needs and priorities of itsdwang member countries.
CDB must keep these needs and priorities, as welsaesponses to them, under
continuous review.

In future, CDB will have to help the borrowing meentzountries, through both
financial and technical assistance, to overcomeyrmoéthe recognised but as yet
unsolved development and structural adjustmentl@nas

(b) CDB and Future Assistance to Agriculture

CDB has to make greater efforts in the food prodgisiector, the traditional
agricultural export sectors (perhaps to help togaoise and diversify them); the
new non-traditional agricultural export sector;@grdustry; fisheries; forestry;
and the local manufacturing and tourism sector$.(E2B's role can be effective
only if Governments adopt sensible policies andy@mmmes at both the macro-
economic and sectoral levels.

(c) CDB and Future Assistance in Forestry

CDB has a decisive role to play in the developnoéiihe forestry sector, which
remains one of the most neglected natural resoumdés Region. A recently
concluded Study of that sector (financed by the E&aS identified over 20
potential national and regional projects for finagc The need for research and
training was also emphasised as a prerequisitiifiore development of the
sector. There is opportunity for CDB to mobilisamgs from bilateral donors for
projects in this sector. (There is also opportufotythe Faculty of Agriculture of
the University of the West Indies to introduce agmgprogrammes in this area.

(d) CDB and Future Lending for Directly Productive Activities
(including Sector Lending)

The continuing importance of financing productieeter projects cannot be
denied, even though these projects tend to be risiethan infrastructure



projects, not only in the Caribbean but all ovexr World. While most of the
lending for productive activities will go to theiyeaite sector, some lending to the
public sector for this purpose will be inescapable.

CDB can have a great impact if it looks at the alldunctioning of the sectors of
agriculture, agro-industry, forestry, manufacturitaurism and energy. CDB may
even wish to enter directly the field of sectordeny as distinct from project
lending. The sectoral approach would allow CDB #ralborrowers to identify
the overall weaknesses in the sectors, to makey@commendations and
thereby improve the climate for investment by CB3Bagll as the private sector.

(e) CDB and Future Lending for Regional Production Progcts

CDB will also be called upon from time to time todnce activities of a regional
or integration nature such as those industriediitiohin the Regional Industrial
Programming Scheme and the Export Industries Studrethose agricultural
projects forming part of the Regional Food and Niotr Strategy. We are very
much aware of the difficulties of financing regidigaowned projects (as distinct
from integration projects which are not regionalyned) but we will redouble
our efforts in the future. We may also use theneglre of initiating the project as
a national one, hoping that its operation, if sestd, will attract more regional
countries as participants.

With regard to intra-regional sea and air transpg@BB stands ready to continue
its financing of these activities.

() CDB and Future Lending in Infrastructure

High costs per mile, coupled with the marginalifynew agricultural areas, will
contribute to a projected decline in CDB lendingdgricultural feeder roads. In
its new and continuing operations, CDB intendotuf extensively on
developing an appropriate and efficient road maiatee capability, and on
developing new cost-effective design standardsagate to its borrowers.

Although CDB's assistance in road rehabilitatiod eeconstruction is justified on
the substantial savings in vehicle operating castsa decrease in the market
price of goods and services, CDB's continued assistwill depend on what
provisions can be made for maintenance by CDB hadbdrrower to ensure that
maximum benefits are realised.

CDB will continue lending for port development, arselective basis. Financing
will be made available particularly for rehabilitat, expansion and upgrading of
management and operations. Emphasis will alsodmegdlon supervision of
existing operations to ensure that the objectives tinue to be met.



Future strategy in the power sector will be to icafice with other donors, in
order to ensure that the operational and finampméty gains already secured are
maintained. We will focus on loss reduction, energgservation, use of
indigenous forms of fuel, and we will continue teess technical efficiency and
reliability, particularly through the concept ofab-regional common service.

(g) CDB and Future Lending for Housing

Caribbean people's aspirations for adequate accadiatoa are will known. The
fulfillment of such aspirations can be used asdbtmsstimulate employment,
develop local building materials and the furnitumeustry, to foster commitment
(particularly of the middle class) to their couasriand to encourage employment
and productivity among lower-income groups. While tdevelopment of this
sector has its economic advantages, it has thermficulty that is it not a
foreign exchange earner and hence should not essixely financed by means
of foreign currency loans, particularly during aipd of foreign exchange crisis.
However, one means which could be used is for Gbibat bond issues within
the countries of the Region and it is hoped th#&bnal financial institutions, and
in particular social security funds which curreritlyest overseas, could subscribe
to these.

(h) CDB and Future Assistance to Education

Education in the LDCs cries out for highly concessil IDA-type or granting
financing, which cannot be provided by CDB. Onevarsseems to be for CDB
to try to interest bilateral donors to resume pdow grant financing for this non-
self-liquidating sector and other similar ones sasthealth. New donors in this
area would also be welcome.

Two important areas in education and training eltBCs that are in urgent need
of external grant financing are technical and viocet! education and out-of-
school skills training programmes.

There is undoubtedly scope for high-quality plagnif the education sector in all
the borrowing member countries. This involves asisirg issues such as making
greater use of plant capacity; designing more Blgteurricula to foster a desire
for self-employment among students; and to prelesst of skills to the
metropolitan countries. CDB can provide technicaistance funds for planning
of the education sector.

() CDB and Future Training in National Economic Management

| have already indicated how successful CDB's Rtdeministration Training
Unit (PATU) Programme has been. One of the areashwit generally
recognised as also deserving of assistance isrigaim national economic
management. We have already become involved irtrameng programme in



this area, along with other recognised trainingjtimsons. We will intensify
action in this area in future.

() CDB and Future Structural Adjustment Lending

One of the issue of programme and/or structuralsaajent lending, | indicated in
last year's Statement to the Meeting of the Bo&f@avernors that CDB's
Management would submit proposals to the Boardiddiors for:

"developing a variant of structural adjustment ieagdvhich will provide
financial support for structural adjustment measuparticularly as these
relate to the reorganisation of critical exporttees; without changing the
Bank's procurement guidelines or reimbursementguhoes. If the
arrangement is acceptable, only a small propodfdhe Bank's resources
will be so channelled and every effort will be madeo-finance supply-
side oriented programmes with the other internaliamstitutions."

| am still of this view.
(k) CDB and Future Aid Coordination

The presence of many aid donors and financiersngitb concentrate on the
same sectors and sub-sectors in the countries neakesmore important the
issue of aid coordination. This is necessary nbt tmensure that there is no
unnecessary duplication of effort by both aid desremmd beneficiaries but also to
get donors sensitised to the sectoral policy objestat the country level. In
particular CDB would wish to see bilateral donovseentrating their efforts
(particularly in the LDCs) in financing those seastoequiring highly concessional
funding, while leaving the directly productive sarstand self-liquidating
infrastructure projects as far as possible to CR8a result, CDB intends during
this year to resume its lead role in the aid com@tion exercises, particularly at
the level of the LDCs.

()  Size of CDB's Future Lending Programme and New Saaes of Funding

There are two conflicting conclusions with regardtte volume of CDB's lending
programme in the medium-term future. One is thétfaat the economic
difficulties being faced by many borrowing membeutries might somewhat
limit the demand for project financing. On the athand, with graduation from
hard sources of multilateral financing (e.g. therlW®ank) facing some MDCs
and from soft sources (IDA) facing the LDCs andhiite likelihood of reduced
availability of soft resources from other (e.g. tb&), CDB may be obliged
within two years or so to greatly expand lendinggrammes to replace (at least
in part) lost sources of funding for its borrowimgmber countries.



One way of increasing the lending programme itkgo0 attract new donor
membership from the OECD countries, as has alrbagpened in the case of the
recent accession of France to full membership tatgd application for the same
status.

The issue of the size of our lending programme betwnow and the year 1990 is
one that we have to solve now - during 1985. Qapi@rt from attracting
additional membership, we should also think ofa&ting non-member countries
either to contribute to the Unified Special Devetagmt Fund or to establish
within the Bank on a grant basis Trust Funds totrepecial needs for human
resource development and social programmes, plantigin the LDCs.

(m) Need for CDB to Improve its Operational Capability

When | point to some of the useful work which thenB has been doing, | am by
no means claiming that CDB is a paragon of virtua model of efficiency. The
Management of the Bank (and not least myself) arg acutely aware of our
problems and deficiencies. | refer here to threaskvhere improvements in our
operations are needed - starting from this yed8519

The first area of concern is the continuing needBfank Staff at all levels to
continue increasing their productivity. The resflsuch an increase in
productivity would be the presentation of a larngember of projects for funding
every year to the Board of Directors. Another wagahieving higher
productivity in the Bank would be to increase therage size of loans made to
borrowers. Closely related to all this is the nf®dis in the Bank to accelerate
our processing of both public sector and privatdsdoans. We are aware that
the time between application for the loan and preg®n of the project to our
Board of Directors does not compare unfavourabth wiat of other larger and
perhaps better known regional and internationaébgment banks; but we need
to seek to achieve even greater speed so thatwaaee effectively meet the
needs of our borrowers without, however, lowerimg quality of our preparation
and appraisal work.

The second area of concern is the achievementeof gieater effectiveness in
our operations so that our objectives can be betétr | refer here particularly to
the need to integrate even more closely than aepteéhe planning and
operational functions of the Bank.

The third area of concern arises from the fact tiiateconomies of our borrowing
member countries are still facing considerable garessand also suffering from
the continuing shortages of trained manpower i o public and private
sectors. It is therefore of the utmost importainae we increase efforts at project
supervision, particularly of the admittedly morsky productive sector projects.
Experience has taught us that all projects (anticpdarly those in the productive
sectors) need extremely close monitoring in boghdbnstruction and operating
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phases so that incipient problems - whether of aagerial, technical or
marketing nature - can be detected at an earlg stag corrective action taken.

These are matters of the greatest urgency and Iivepsed up our efforts in these
areas.

Let me in this connection express thanks, on bedidlie Board of Directors and
Management of the Bank, for the considerable amoti#chnical assistance
which the Canadian Government has been providitiged@ank in order to help
us in improving our organisational structure and @perations.

ACTION REQUIRED BY INTERNATIONAL COMMUNITY IN
SUPPORT OF BORROWING MEMBER COUNTRIES

In recognition of the limited role CDB can play bese of its shortage of
resources in relation to the magnitudes involvdthde | can have the support of
all Governors in calling upon both traditional amzh-traditional multilateral and
bilateral donors - preferably but not necessailyng through the Caribbean
Group for Cooperation in Economic Development (C&FEas a matter of the
utmost importance and urgency to consider makingufioextraordinary two-year
period very large structural adjustment loans ghlyi concessional terms to
those countries in the Region facing very severeigo exchange constraints.
Bilateral donors and commercial banks also neethttertake extensive
rescheduling of external debt (even perhaps inotpdioratoria on both interest
and amortisation) for the countries concerned.

The very large structural deficits in the balantpayments in these countries are
in large part the result of considerable deteriorain their terms of trade due to
very low prices for bauxite, combined with a verghhexternal debt service and
imported energy burden. Such special assistant®evih the interests not only
of the countries directly concerned but of the Canmealth Caribbean Region
as a whole and of all its other member countriessgerity and economic
strength in the Caribbean Community are both irsti@t- and the long-run
indivisible.

At the same time, the urgent need for externahiiimiag (mainly for projects) of
the other Caribbean countries over the next fewsyslaould not by any means be
neglected by multilateral and bilateral donor agesidn this connection, | need
not stress that every member country of the CDRikhmake every effort to
ensure that the OECS countries are not prematgrafjuated from eligibility for
IDA funding.

| should also mention here that the special problefimany of the borrowing
member countries of the Bank in the area of dewety finance are now fully
appreciated by the Government of Canada, whoseaglisshed Prime Minister
recently made, with some success, a strong cake Bonn Summit (of the seven



largest Western industrial countries) for the dsthiment of an Intermediate
Financing Facility (that is to say, one lendingterms intermediate between hard
and soft) to meet the financing needs (on reasgraicessional terms) of many
of our MDCs and some of our LDCs.

VIll.  CONCLUDING OBSERVATIONS
Mr. Chairman, Distinguished Governors:

These decisions about the Bank's future course todve taken during this year - 1985.
Similarly, borrowing member countries have to takportant decisions this year - 1985
- on development strategies and priorities, on mxaconomic policies, on sectoral
policies and programmes and on the future of aettaditional export crops. They must
also decide on the role, size and financial ansh@euc viability of the public sector in
their respective countries.

This year - 1985 - is the crucial one for fundarmépblicy decisions on both adjustment
and development in our borrowing member countrisguiring adherence to difficult and
often unpopular economic policies. And, since striad adjustment requires not only
internal efforts, but also sizeable net inflowdin&nce, extraordinarily large capital
inflows and extensive debt rescheduling are reduwe some of our borrowing member
countries this year and next year in order to ddpesr economies and to strengthen the
CARICOM regional economy. Other CARICOM countriésocecontinue to need sizeable
capital inflows on appropriate terms for normaljpob financing.

Particularly because of the difficult world econgrenvironment prevailing since 1973,
the going has been rough - and continues to béhretm most borrowing member
countries, and for the Bank itself. The middlelad tlecade of the 1980s finds many of
the regional economies still in grave economicicliities and in some cases in a state of
near crisis. Deep-rooted and long-standing defaesnin the economic structures of
borrowing member countries still remain to be resd| in addition to some of the new
problems that have emerged over the last decadkthnentire regional economy is
now at the crossroads, crying out for fundamergalsions on policies and orientations.

The Bank itself has been adversely affected, becafian inadequate number of
productive sector projects and, more generallyabse - given its present levels of
staffing - the Bank is being obliged to have a send¢nding programme than it could
effectively cope with.

But these problems are not insoluble. What is irigmdris that all borrowing member
countries and the Bank itself have become incrghsaware of the problems and the
lines along which solutions should be sought. Wéatore, CDB can claim, without
undue immodesty, some credit for many of the econ@amd institutional achievements
of many borrowing member countries.



