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As required by our rules, an Annual Report on tperations and policies of the Bank
has been approved by our Board of Directors asdbsnitted to our Board of Governors
at this meeting. Appropriately, this is a somewdwistrained document of record. | am
glad to have this opportunity to speak in a lessi&d way about what we have been
doing over the past few months.

There has of course been a great deal of routimk @faan administrative kind, setting
up the Bank as an organisation; recruiting staikimg our internal staff rules, pension
rules, financial controls and so on; setting upgpecial rules for the soft window;
drafting our standard loan conditions, our rulaspi@curement and other business
documentation. Most of this paperwork has beenukdted to Governors, either for
formal review, or as part of our background matefibough very time consuming and
important, it is pretty straightforward, and itnst about this that | wish to speak.

Side by side with this, the staff and the Directoase been searching to establish the
special role of this Bank, and in the light of ttesset out policies and strategies. This is a
continuing and challenging task.

We have started from the phrase in our Charterhwv@quires us to give special and
urgent regard to the needs of the less developadbers of the region. From this came
agreement with our more developed members thahé&time being our soft window is
open only to our less developed members while atat window is open to all. Beyond
this, the Bank is giving special study to the nemuld problems of the less developed
countries. in order to assess how it can be mdgfuie

It is not difficult to spot the most urgent needloése countries; their productive sectors
are in trouble. In recent years their infrastruetias improved very significantly. With
the help of British and Canadian aid, governmepeexiture has been rising swiftly.
Considerable improvement has taken place in raati®ols, medical services, water
supplies, electricity and airports. Capital citesve been expanding rapidly. and there
have been booms in commercial property and in uhoasing.

However, in the last analysis all such activityif i to continue viable, must be
maintained by parallel expansion of the producsigetors of the economy; and here the
picture is very different. Agriculture is in a bagy; sugar, bananas, cotton and foodstuff
have all declined. The fisheries show signs of ashag; and livestock output is not
keeping up with demand. In manufacturing veryditl stirring. The tourist industry is

the only lively sector.



It is therefore immediately clear that our Banklddoe most helpful if it could help
directly in strengthening the productive sectorswfless developed member countries.
This is a tremendous challenge and is not obviooisé/that we can meet. The forces
which have weakened these sectors are very powartuare not under the control of
this Bank. We can try to do our best but we camguairantee to succeed.

The decision that we should nevertheless take isghallenge explains a very important
paragraph in the document entitled Financial Pedicwhich our Board of Directors has
issued to explain the current strategy of the Bdihlat paragraph states that the Bank
will not for the time being finance infrastructuwea general nature, but will instead
concentrate on agriculture. industry, tourism arfdastructure directly related to the
development of these sectors.

The main outlines of this programme are now begigno take shape. In agriculture it
has three main features. First, we are willingetodl to governments to support the
infrastructure of agriculture - for feeder roadsyacing of land, control of water flows,
drainage. irrigation, reclamation, and the Landhbuity type of function. We have an
agricultural engineer who has specialised in yp® tof operation, and who will be glad
to help governments formulate schemes of this kind.

Secondly, we are lending to the Agricultural Crdghinks for re-lending to farmers with
less than 200 acres. As a development bank we ténance capita! transfers or lend
money to buy land; we are only in new capital cogatBut we are giving the highest
priority to farm improvement schemes, and willigdiy meet the cost of trained
agricultural officers who help small farmers toaiee such schemes.

Thirdly. we are also interested in lending to thgyér estates, and we handle this
business directly from our headquarters. We arebey to receive quite a few
applications in this category, especially for litgek production, and various tree crops.
We have four technical officers - an agronomistagncultural engineer, a livestock
officer and an agricultural economist - who trawpland down the islands seeking to
identify and helping to formulate bankable agriatdd projects, private or public.

We normally do business with private enterpriseyamlour less developed member
statesln the more developed countries we lend to governntbrasigh our hard

window. But these countries have their own Develeptitinance Companies and
Agricultural Banks for lending to private entergriwhich we are willing to help finance,
so we shall not normally deal directly with theiivate enterprise. What | am discussing
at the moment is our programme in the less devdlopantries of the region, where we
have to perform as retailers as well as wholesalefisance.

Our biggest problem in the agricultural sectorasviio cut down on the imports of food
from outside the region. Meat and other livestoadpcts illustrate the problem. On
examining the livestock projects presented tohesmost frequent obstacle is the high
cost of feed; if it takes 7 Ibs. of imported feecptoduce 1 Ib. of meat, it is often cheaper
in foreign exchange to impattie meat than to import the feed. We have to learn to
produce our own animal feeds. This is partly a emadf improving our grasslands and



partly a matter of productivity in cereals. The Amans can deliver maize on our
doorsteps more cheaply than we can produce it Bedhey get 4,000 Ibs. to the acre,
where most of our farmers get less than 1,00Qudbhe acre and because their labour
reaps in one day as much as we can reap in a \Weekher words they apply much
higher levels of scientific technology and of capger man than we do. The moral for us
is clear. The income our agriculture has to yieldether as wages or as profits to small
farmers, is determined by the relatively high eagrinow offered in mining, industry
and the tourist trades. Our agriculture cannotigarat these costs levels unless it
revolutionises its structure so as to permit tlgghést inputs of science, as well as high -
inputs of capital. This applies to everything weduce. In sugar we are in the forefront
of scientific technology, but way behind in capitgbut. In everything else - bananas,
cotton, cocoa, foodstuffs, livestock  our agrim@tneeds massive new inputs of both
biological science and capital; otherwise our feldll increasingly lie fallow while our
people roam idly through our capital cities. OunBanust do anything it can to support
this agricultural revolution. As a modest start,ave now making a study of how to
produce animal feeding stuffs efficiently, so asée where we can best intervene.

We have also in the food industry enormously teease our output of vegetables and
fruit, and we are anxious to finance sound venturésese sectors- This is a hard nut to
crack, since it is bound up with adequate markedimg processing facilities. The hotels
industry has rather special requirements. Also gxgpfrom the Windward Islands to
Barbados or Trinidad depends on adequate transiporta small vessels. Here we find
the facts very hard to come by, and we are agajagad in. studying the problem. We
shall be grateful for any light that others candsbe the situation, or on what the Bank
can do to improve it.

Our programme in manufacturing industry has theestnree-pronged pattern as our
agricultural programme. First, we are willing todeto the governments for industrial
infrastructure, such as for building industriala@es, or for vocational and technical
training. Secondly we have a programme for lendinggorkshopsnd small industries,
under the supervision of two small industry loaffers, working out of our
headquarters. And thirdly we will lend directlyttee larger industrial firms, where the
sum involved exceeds EC$100,000.

Our less developed members lack industrial devedsproorporations. so this Bank has
to sponsor industrial research if it is to buildaipound portfolio. We are just about to
commission a team of industrial consultants, whwhsend some four to six men to
spend the second half of this year in the AssadiStates and British Honduras, seeking
out economically viable possibilities. They ardripto identify a number of medium
scale manufacturing industries which could sunggenomically, whether for the
Eastern Caribbean Common Market, or for the widaifd market, or for export outside
the region. We shall have their report early inribes year. It will be published widely
and will, we hope, help to procure some signifiaadustrial advance in our less
developed countries.

The easiest part of our business would be the ¢ingrof larger hotels, for which we



receive constant enquiries; we could put all thekBamoney into this in a very short
period. Our Directors wish to restrict this partooifr portfolio. if only because of the
clause in the Banks Charter which is intended $ocalirage the Bank from financing
projects for which other sources of finance aréyasailable.

Where hotel money and expertise are hard to conie byr less developed member
territories to build up the small hotels and guesises with under 50 rooms, run mainly
by West Indians, and trying to maintain a steadyireer trade. The Bank has received
some applications of this kind. Unfortunately tlosts are usually very high, especially
the building cost per room, since their architegtiénds to be modelled on that of the
huge expensive hotels now building throughout stenids. We are studying this
problem. We are about to commission architectutalies of how to design small hotels
cheaply, so that we can advise our clients whatoid. We have also made a study of
the cost of operating small hotels, based on a eumisuccessful small hotels already
operating in the region; this also helps us to loelpclients.

Under our UNDP scheme we shall have an adviseotgid) who will help to formulate
small hotel projects and to advise on building apdration. Small loans will be available
for this class of business, and also for restaareattering for the tourist trade.

(Let me say in parenthesis that | know when | redehe studies we are making that the
word studies is distasteful to some of our countagrsince our islands have been
plagued with an excessive number of studies, emee she end of the eighteenth
century. However, freelance studies made merebatisfy intellectuaturiosity are one
thing; while pre-investment studies for the purpokmvesting money are in a different
class. We have six major studies in hand; how ¢olygpece animal feeding stuffs cheaply.
the marketing of food, small ships in the Windwksidnds. the industrial consultants
search for medium sized industries, thet of building and operating small hotels, and a
study of the co-ordination of Eastern Caribbearigotr whichl shall refer in a moment.
We shall be glad to be in contact with anyone ellse is working in these fields).

We shall be concentrating on small hotels, but keenat ruling out our large hotels
altogether. Indeed our first loan was to a largeelh¢hough in this case the special
attraction was that it brought us into a closeti@teship with a German banking firm,
which will open up our access to other German fuAdsa matter of fact we are under
pressure from several governments to invest irelaajels. Our Directors have ruled Out
that we shall not invest in such hotels unlessadtl one-third of the equity is owned by
nationals of this region. We are not yet applyimg tule to industrial or agricultural
enterprises, since in our less developed membisrgvtiuld gravely reduce the potential
of agricultural and industrial development. Actyatbur Charter, in prohibiting the Bank
for the time being from investing in equity, anddiag us to provide only loan capital to
private enterprise is rather out of line with mad#hinking. In dealing with foreign
enterprise the region should seek to provide asobtithe equity as it can, so as to keep
the profits here, and get the foreigners to brinpan capital which we may amortise in
due course. Our Directors will no doubt be takinig up with you on another occasion.



So far | have been speaking only of our progranmtie less developed countries, since
it is normally only there that we lend directlygdvate enterprise. But we are now also
ready to do business with the governments of ouerdeveloped members through our
hard window. The Bank has been in touch with edd¢hem, and they are preparing
projects for presentation to us. It seems quitglyikhat each of our regional member
governments will have borrowed from this Bank big time next year.

Now let me say a word about money. We are usimgeetyear budgetary period, since
our soft loan from the United States must be comechivithin three years from
December, 1970. The commitments to our soft winétow the U.S., the U.K. and
Canada during these first three years come to Wiilli®n. During the same period,
payments of our share capital will come to US$1Bioni making a total of US$29
million or EC$58 million.

Applications to the Bank, from our less developedrtries alone, are substantially in
excess of this figure, so if all applications wgranted the Bank could suspend
operations next week. Our staff is fully stretclasdessing some 17 projects which have
reached an advanced stage, as well as helpingpag another dozen or so which are
still in embryo state.

Naturally, the big pressure is on the soft windrmn our less developed member
governments. The hard window is not under pressane our less developed members.
Moreover we can replenish the hard window fairlgilgeby borrowing in the worlds
capital markets. We would not want to borrow lohgwarent interest rates, but we can
now borrow medium term quite cheaply from overdeasks and relend for longer
periods, since we can repay out of our share dagstacomes in. This is why we are
able to lend sizable amounts of hard money to carerdeveloped member governments
without embarrassment to our other programmes.

The situation is very different at the soft winddwe have to scale down each request to
the minimum amount which is justified by its purpodnd even then we cannot possibly
supply each member government with all that itijiadtly seeks. In accordance with our
Charters insistence on equitable distribution, aeehto have some sort of rationing at
the soft window.

What has flooded the soft window is the demandiésp water ports. The Bank has been
asked to finance such ports in St. Lucia, Doming8taKitts, the Cayman Islands, and
British Honduras, and has been warned of requegigeparation in Montserrat and
Grenada; that makes seven new ports or wharvesdn case we have received a thick
report produced by consulting engineers and sup@day economic studies. We have
looked at each of these volumes from every anglegineering, financial returns, social
aspects and so on. In nearly every case so faawe ¢toncluded that the essential job
could be done for less money. We have so advisedlients, and have even produced
our own engineering sketches of how it could beed&o far we have been most
fortunate in securing their agreement, and th#th@fconsultants, to have the job re-done
on a more modest scale. Here alone we can alrdaity to have saved our clients



several million dollars.

By this process we are reaching agreement on hoet mould usefully be spent on each
port if it were considered in isolation. But do suddenly need five new ports
simultaneously in the Eastern Caribbean? Thisseparate questiotp which we are
now addressing ourselves. The World Bank is sengsngext month a consultant who
will be reviewing the movement of shipping in theper part of the Eastern Caribbean
taken as a whole, and considering how it may bectdtl by the new developments in
marine transportation. Are we going to get lightbips, which do not dock at all, but
take up and put down fully loaded lighters? Shigslikely to be bigger; does this mean
more transhipment from a single centre, in smalt@ps of medium draft? What will be
the impact on containerisation? The answer to guelstions may very well rule out
some of the proposals which we have reviewed, am¢hich some of our governments
have great emotional attachment.

We do for all our projects what we have done festhports. Our agriculturists examine
the technical possibilities. Our engineers cheekdésign and come up with suggestions.
Our economists look at the market; and our accasfaroject the flows of cash. We
separate the social from the financial tests, susnthat benefit to the nation exceeds the
social costs. Out of all this may come a projeghiicantly different from the original
proposal. This work takes a great deal of profesdistaff time, so our staff is fully
occupied. Our work is not confined to assessing pejects. At present we are only at
half strength; by the time we are at full strengthshall also have made several loans.
and our staff will be engaged in administering angervising these loans as well. We
shall have special officers for administering aaris to small industry, to small hotels.
and to small farmers, who will be visiting the lmwers from time to time to see how
their improvement plans are working out; and owgieeers and accountants will also be
busy ensuring that our large construction projaotsin accordance with contract.
Beyond this, our Charter charges the Bank with gerechnical assistance functions,
not necessarily connected with lending. and thie sif our activities is building up
steadily. We are very happy to release a staff neerfds such work whenever this is
feasible.

To come back to money, we are very short of softeyc at least US$10 million short in
the light of the three year programmes we now landeforesee, and more of course for
good things that we have not yet heard about. Ardassumes the continued flow of
British and Canadian aid into the Associated Stitethe fields which our Bank has not
been covering in those states - schools, hospitalier supplies, electricity, roads and
airports in particular. Our Bank is short of moreen without touching these areas.
Neither have we included urban housing, whichs$s al major need.

Accordingly. we have begun to approach other fliggdvernments. seeking
contributions to our special funds. We could notlade until we had surveyed our task,
so that we could tell our friends just what kindishongs we would be doing if they
promised us the money. Last year we spent visdurgcustomers; this year we shall visit
potential sources of soft finance.



We have a difficulty which sometimes gets us imtuble with some of our less
developed members who are not used to dealingmutkilateral lenders. A multilateral
organisation gets its funds from several countish of these is anxious to secure that
when a loan is approved its suppliers. contracadsconsultants shall have an equal
chance to bid for contracts. It is therefore acttiile that the Agency cannot finance
projects which have already been started, or fachvthe contractors have already been
chosen. A clear period must elapse after the Ilsapproved, during which all the
countries concerned are notified and given the h#ém bid. This of course adds to the
length of time which must elapse between applyorgafloan and actually starting the
work. Some of our more go. ahead governments atedMey these delays. but they are
inherent in the nature of multilateral developmiesuking.

To come back to money, | cannot now forecast whatess we may have in raising
more funds for the soft window in the course ofykar. With the best will in the world
such matters take time, and we have already tajmeeithree countries with which we
have the closest connections. We shall try.

| also cannot forecast how successful we shalhlyeaeting our major challenge, which
is to strengthen the productive sectors of our deseloped members. Their agriculture
requires to be revolutionised in technology, ikito survive in the modem world. and
their small markets are not the best foundatiorektensive industrialisation. But again
we have to try. The basic material is the humardmiiducation is going ahead, both
general and technical, and a new generation isiggoup which can take advantage of
new economic opportunities. To help frame such dppdies isa task to which we in
the Bank are glad to bend ourselves.



