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OPENING REMARKS

Mr. Chairman, Distinguished Governors, MembershefBoard of Directors,
Members of Parliament of Grenada, Members of th@dmatic Corps,
Observers, Guests, Vice-Presidents and other memob&taff of the Caribbean
Development Bank (CDB), Ladies and Gentlemen arutégentatives of the
Media:

It is a great pleasure for us to be in Grenadanagei have these very important
annual deliberations here for the third time, amdare deeply touched by the
warmth of the welcome extended to us.

Grenada is renowned for its enchanting beauty sndarm and effervescent
hospitality and these national characteristics hmaen clearly evident to all.



Mr. Chairman, | would like to take this opportunityexpress publicly my
appreciation of the confidence which members oftbard of Governors have
placed in me by re-electing me to the Office ofdrtent of this Bank for a third
five-year term. | am only too well aware of thefidifilt challenges which the
leadership of this Bank presents but, | am confidest, with the same support
and cooperation which | have received during teetlen years from the Board of
Governors and the Board of Directors, these chgélertan be successfully met.

Permit me also, Mr. Chairman, to acknowledge thg geeat contribution of the
Bank's dedicated and hardworking Staff, at all leweho during my first two
terms have never stinted in their support and c@d® nor in the amount and
quality of their work.

Mr. Chairman, we are also well aware of the dynaamd sincere manner in
which you approached, not only your duties as @mair of the Board of
Governors but also the business of Caribbean dewedat. We are, therefore,
assured that our deliberations here under yourr@aaiship over the next two
days will be very fruitful.

Today, | am very pleased to join previous speakevgelcoming to this Bank the
People's Republic of China and to express the thighthe richness of China's
great history, its wide experience, its appropriatdinology and considerable
resources will help to accelerate this Region'stigpment.

. INTRODUCTION

Mr. Chairman, since CDB began operations in 19Ta# provided
approximately US$80 million (mn) in financing to&hiada up to the end of last
year. This, we believe, has contributed in no smaasure to the physical
development so evident in this country. Howeves, flojects and programmes
on which the Bank is now working will, | am sureligder a higher level of
assistance to Grenada, Carriacou and Petite Mguigrover the coming years.

The most recent approval, Mr. Chairman, of more tH8$6 mn came earlier this
week and will be utilised for transportation infirasture in the three islands.
another loan US$3.5 mn for the Grenada Developank was among CDB's
lending activities in 1997 - a year during whiclogg financing approvals were
comparatively low at US$87.4 mn - down from US$80%n in 1996.
Cancellations reached unusually high levels in 198lthough for good reason,
as the Bank sought to rationalise its loan poxfoli

However, disbursements at US$63 mn showed a markgdvement on the
previous year's level of US$52.4 mn; we trust thit vindicates the Bank's



proactive strategy for speeding up project impletaison.

We are pleased, Mr. Chairman, with the speed witltkvsome of our more
recent projects are being implemented; and thezgitence also to show, that, in
keeping with the policy directions given by our @avors and our Directors, a
stronger intervention in the social sections is\geiery clearly reflected in the
Bank's operations.

There was much in 1997 to give hope of improvedeustdnding and cooperation
between CDB and the private sector, and indicatewaghat more private
enterprises will be approaching the Bank for finagcThis will increase the
urgency for a decision by CDB on the most appraé@maechanisms and
instruments to be used for channelling financiabreces to the private sector.

Details of these matters and of the economic pexdoice of the Bank's Member
Countries are to be found in the Annual Report 1@8pies of which have been
provided to Governors and other participants.

With that brief general introduction, Mr. Chairmamm now pleased to turn to
the substance of this Statement on a theme, therterce of which has been
repeatedly emphasised by you both during your tasihe Bank's Headquarters
last August, and through your responsibility to @&RICOM Heads of
Government for the promotion of Science and Teagw(S&T) and Human
Resource Development in the Region.

I, therefore, now present to this distinguishecagsdy some thoughts on the
topic -"Technological Imperatives for Increased Productivty and
Competitiveness in the Caribbean®

. TECHNOLOGICAL CHANGE DRIVES PRODUCTIVITY AND

COMPETITIVENESS

Mr. Chairman, the circumstances in which Caribb@aaple must earn their

living are now very different from those that préed, even as recently as 1987
when we last gathered in this country. Most of¢hanges that have taken place
are linked to the enormous strides that have bestenm technology during the
last quarter of this century. In particular, thastbeen the case with Information
Technology (IT), but it has been true as well fthrew branches of technology. To
illustrate, the massive changes in IT have sputrediberalisation of

international financial markets; and those in pssdechnology that have lead, for
instance, to international sourcing of componemse accelerated globalisation.
These two forces have greatly increased the cotriyegtess of the world
economy with serious implications for our regioaabnomies at a time when
they are being buffeted by the consequences dbsiseof protection in their
traditional markets. The latter is itself partlg@nsequence of the
abovementioned forces, but, no doubt, is also éfleoge changes in the strategic



significance of this area that have occurred soweBoard of Governors last met
here.

Mr. Chairman, economic history and analysis shaat ifivestment in physical
and human capital are the main determinants of@aangrowth and
development. The key to this effect is technologit@nge. Technology
constitutes the skills, knowledge, equipment, psses and attendant
management procedures for providing useful goodssarvices. It accelerates
productivity which has vast growth impact.

It is thus critical that the Borrowing Member Coues (BMCs) select more
efficient technologies and acquire the accompangkils for more successful
business undertakings, both new and old. Suchtsmanust aim at maximising
the productivity of the scarcest factor of prodoctiThat means essentially, to
maximise the productivity of capital and scarcdlskif our BMCs can achieve
this, they could well be on the way to making sfigant reductions in
unemployment and poverty.

The ultimate goal of development is to increaselaiproductivity, and thereby

to improve the standard of living without absorbtog much of total factor
productivity. But the best way to raise labour proivity is to maximise the
productivity of capital and available skills urttilese two cease being the scarcest
factors of production. That means that labour tumtss the scare factor whose
productivity becomes the objective of maximisati®his is the sequence by

which labour incomes become high without creatingue pressure on prices and
the balance of payments.

It is high productivity of all factors that enabl&s economy to compete without
preferences and subsidies. The more competitiecanomy becomes, the more
it will be able to adjust to adverse changes amdrdify its output. Cumulative
technological change and capabilities have fundémheffects on quantity,
guality and the mix of output. Most important, tbegfects provide value for
money to keep and capture markets. The BMCs nedevelop these
characteristics more urgently, even if they wera static world economic order.

. GLOBALISATION HEAVILY PRESSURES THE TASK

However, Mr. Chairman, the task is made more urgadtharder by unrelenting
and wrenching change in the world economic ordes.not necessary to go into
details here, because the World Trade Organis@itiO) matters are so
tropical. Suffice it to say that globalisation dimkralisation of all markets with
ever declining trade preferences, have come toveteyher the Caribbean likes it
or not. But we must avoid becoming like the gr&sd ts trampled when the



proverbial elephants fight for the spoils of theppnarkets on a so-called "level
playing field", which is hardly guaranteed to bedkafter the fight.

When the WTO did not admit Caribbean banana praguodts hearing of the
case, led by a non-producer against the EuropeamWBEU) marketing
arrangements, the evidence stood out that vitatest of small, weak countries
will scarcely be other than incidental. It is arfainworld, but it is the only one
we have to live in. The Region's prime responset ineiso become competitive
through high productivity with more diversified emmies. The means is quick
technological progress.

It is of little or no use looking for aid as a medn this end. The diminution of
aid is permanent. While aid donors are justifiatiiypcerned about the poorest
countries, they are now far too inward looking &db dependable assistance to
the Caribbean. Thus the Caribbean is broadly oowts in increasingly hostile
waters. And the fast growing WTO all-inclusiveneslt make it very difficult to
join the second wave of latecomers in the develaoppecess. But this process
has to be embarked upon with vigour, or the Caabbmuld be increasingly
marginalised and becoming something of a forgogean if idyllic, backwater.

. ACCELERATING TECHNOLOGICAL CHANGE ADDS OVERLOAD

Mr. Chairman, as if the heavy pressures of gloatbs and liberalisation were
not enough, there is the quite abnormal phenomehan overwhelmingly rapid
acceleration of technology. Thus, the key to thdlyoaeeded productivity
growth, technology itself, is in a mode that candgarded as overload for our
BMCs.

While it took thousands of years from man's cotecblise of fire to his inventing
matches, it has been considered that the last&@® yeay have given rise to more
technological change by way of interventions amtbations, than occurred
during the whole prior history of mankind. The higid of this spate of
technological change is IT. Experts conclude thabw takes a little over two
and a half years for the knowledge acquired bywatas in IT to become
obsolete. So rapid is the change, and so demaigithg pressure to learn, adapt
and apply knowledge and skills in this field.

This then in the milieu in which these small Caghb countries of relatively low
technology have to engage in the battle for suhana development. The frantic
pace of technological change has given rise todnelous urgency for capital
investment and skills as well as management sysé@chprocesses to modernise
radically, and diversify Caribbean economic acyivit a hurry. Nothing less will
do.



In my Statement to this Board at its Annual Meeting in 196, | pointed out that
during the prior two decades, the Newly Industsidi Countries (NICs) had input
half as much new capital per dollar of additionatiput as did CDB's BMCs. That
emphasises the relatively low productivity of capih the BMCs. But labour
productivity has also performed poorly. One oftilve largest BMCs showed
constant prices, Gross Domestic Product (GDP) pekev falling slightly from
1973 to 1993. The other showed it falling by ovee-guarter. In the same period,
the level for Mauritius rose by around 50% and tbhaSingapore by over 100%.
These two small countries were no better off tinBMCs of CDB in the 1960s.
Yet they achieved sustained full employment whilevimg increasingly to
automation because of higher labour costs. Resistianthe inevitable
technological change is thus unwise even thougredoms and jobs may go to
the wall and attract more attenton than thoseghai. If the adjustment is not
embarked upon positively and promptly, the situatoll only worsen as the
technological gap widens and potential economierdification and
modernisation recede rapidly while other countgesb the opportunities and
capture markets. For it must never be forgottenttitmCaribbean must capture
export markets or perish, for even our own marktes are already too small,
have now got to be open to foreign competitors.

. SOME CRITICAL ADJUSTMENT OPPORTUNITIES

Mr. Chairman, in spite of the small size and tedbgical limitations of our
BMCs, there are some generic opportunities avalebthem. A few of these
which may fit Caribbean needs will now be brieflgmioned although it is
known that some of these are already being expldiyesome of the Region's
more enterprising businesses.

First, is the rise of new production modes. Mas&lpction in vast factories still

dominates world industry. But modular productiorvarious locations at scales
suitable to small populations has risen fast. ihusithe delivery and outsourcing
to economise on inventories and cost can integragdl-country production into
business operations of large enterprises in largentries.

Multinational Corporations which control most oéttvorld trade, have little or
no regard for national or sovereign boundaries. ted loyalty is to profits.
They look for locations with appropriate skills ainftastructure that provide
relatively low-cost factor inputs and products.defé of our BMCs will be sorely
tested by very low-cost populous countries. Our Bl not have much
change in the lower skills end of these opportasjtbut in the intermediate skills
they could find some scope.



Second, there israpid rise of niche market potential. This offers opportunities
to modernise existing Caribbean production in sinallistries into high-value
customised products suited to small producers, eveaaditional areas like the
apparel and wood-working industries. Integratingnavelectronics into
mechanical machines could help to invigorate theifure and craft industries,
providing reliable standards and quality with sg@xport competitiveness,
especially if the Region succeeds in capturingiaodrporating the
distinctiveness of the type of skills that are baoty endangered when our older
craftsmen die. The prime requirements are flexipiBpeed and high quality to
beat competitors who are already in these actévdied know the markets. The
application of electronic reservation systems aRegion's tourist industry is a
variant of this approach, and it has helped sigaiftly, the growth of that
industry. There is also the case of a technolagy fin the petroleum sector of one
of CDB's BMCs whose initial operation was to scéweentirely domestic
problem. The firm achieved that but has acquirethaoh expertise that it has
established itself in a niche in the Texas oil sty

Third, Mr. Chairman, is thease of knowledge-based productiorthat can open

up new activities to add to the traditional onest giscussed. This is the area of
IT-based services. It offers scope for economiediNication. But it could take
more time than the traditional activities for ading to its more demanding skills.
A number of services of this nature arose in sohtee@BMCs over the last few
years. But these are mostly at the low-value erglioh services. Given the
available skills, it is a good level to start preil the Region takes the necessary
steps to enable and promote transition to the agdhe end. It not, the populous
countries with the low wages will soon become tompetitive for the expansion
of present day types of these services by the Regio

Much more can be done on computer components vidiehere the NICs
started to build and even to reach world dominaktmreover, there is scope for
the application of inventive intellectual skillstime production of computer
software. This is high skill, high value and evahdur intensive. There is an
intellectual tradition in the Region that, giver thght orientation and
stimulation, should open up significant export @age and enable a build-up of
profitable intellectual property rights. And thesehe example of Caribbean
success with the early database search enginehi&&rproduced by one of the
Region's young men.

In order for significant attainment of the potehtipportunities raised, and others

of similar nature, there are some critical requigats that must be met by
government, business and labour, and | now tuthdse.

7. POLICY REQUIREMENTS FOR THE TASK



Mr. Chairman, the foremost requirement for the tals&ad is to create and sustain
investment-friendly macroeconomic policiesLow investment means slow
technological change. That would ruin the chandesbieving the critical
adjustment. This demands that our BMCs pursue apiate policies to foster
saving and investment for rapid capital accumutaéiod hence rapid
technologically-induced productivity growth.

Doing new things in business increases risk. THieipse must encourage risk-
taking of the higher order. There must be high idamnice that risk-taking will not
be impeded by inflation, fragile balance of paymsearid currency instability. The
prime indicator that these adverse factors coukkais the fiscal deficit, which
must not induce unreversed money creation nor tgasable foreign borrowing.
Neither should it crowd entrepreneurial venturesadihe market by high interest
rates to protect the exchange rate and meet psdttor borrowing needs. In
addition, the rewards for risk-taking must not Ipeluly diminished by taxes nor
lost by the failure of poorly regulated financiastitutions. Some of our BMCs
have shown that these can all be sustainably addreg by strong political will.

There must, however, eicroeconomic policiesthat complement the
macroeconomic ones. Strong among these will beullkeof law and the sanctity
of contracts. Our BMCs have a good tradition fasi on which to build.
Modernisation of the company legislation, includivankruptcy provisions, is
needed in many BMCs. And special laws to induce aetivities should always
be in the minds of our policy makers. The econoamd social infrastructure will
need upgrading to be world class at competitivé. ddse humbug of red tape and
unfruitful bureaucracy must go.

Caribbean business houses, Mr. Chairman, are dgne@small to have the
financial base that provides resilience to forasgmpetition and market
obsolescence while bearing the risks of signifiganbvations. To foster the
development of larger and stronger businesses, rGowts should ensure that
their competition policies encourage rather thapade the evolution of business
conglomerates. And the Region needs a more friegquibyoach to foreign direct
investment which, in any case, has certain righteatonal treatment under WTO
rules. Such enterprises bring markets, technologynaanagement and can help
to develop the skill base of the host country.

Mr. Chairman, a&onducive labour marketis critical especially to new business
growth. Labour is entitled to fight for its rightBut style is important. However,
the right to work of the host of unemployed persam®uld not be unduly
prejudiced by the exercise of their rights by tha$® have jobs. At the same
time, business has the obligation to be fair intémms and conditions of
employment. The Caribbean needs a new stance o thiis. It must be based on
mutual respect and cooperativeness of the soaditgrs.



In the medium to long run, little will be achieveden with these policies without
a sound programme of education and trainingriented to evolving a new
breed of producers and skilled workers. Technoklgadvance needs education
and training emphasising S&T. Even adoption of aded technology requires
minimum capability to assess, procure, assimilateaperate it effectively. More
is needed to adapt and innovate through researtderelopment which should
help the Region to avoid being locked into appratertechnology. So our BMCs
need a very strong focus on S&T education anditrgin

Data in Social Indicators of Development suggest this focus has started in
most BMCs. The percentage of S&T tertiary studentee BMCs has risen
markedly in most. Some rose from around 20% twemthirty years ago, to over
40% in the most recent year. But in one larger Bih&,trend has unbelievably
declined to below 20%.

At the secondary level, the S&T curricula have ¢éaupgraded urgently because
most of the skilled persons needed for technoldgidaance, will not be
technologists but skilled operatives. A practidaklmust be infused; but business
has a role here. History shows that technologidehace will need heavy training
by businesses at all skill levels. And in the fiaahlysis, it is mostly these people
who will be able to identify problems to be soh@uthe shop, floor, and thus
lead to research and development efforts, whichnaeilv be addressed.

. RESEARCH AND DEVELOPMENT

Mr. Chairman, it is well accepted that knowledgeasver. In recent years, S&T
knowledge has soared and the associated poweefh#isel Caribbean far behind.
Our countries must now work very hard to preveetghp from widening rapidly.
Each Caribbean country has too little of humanfarahcial resources to cope on
its own for effective Research and Development (R&IMhey would be better
placed in a system of cooperation and coordinaifdhe R&D work. Otherwise,
they will continue doing too little which is as emtistic as doing nothing.

Indications are that the developed countries aeadipg around 2.5% of GDP per
year on R&D. A recent article suggests that EU dpenfor R&D could exceed
$112 billion a year, or be nearly five times thentiined current GDP of our
BMCs. The Caribbean cannot hope to match thosenelijpees even in relative
terms. But the situation now demands that a muehtgr effort be put into R&D
by both public and private sectors.

Public sector R&D or S&T institutions in the BMCave had inadequate impact,
most likely because there are no comprehensive [@#i€ies and they lack
sufficient funds for overhead and actual R&D workere is low impact because



of the uncoordinated low level effort. The Univéysf the West Indies (UWI), in
collaboration with CDB, is now working on a propb&aestablish a Regional
Research Funding Agency that could sponsor competisearch proposals for
peer-reviewed research. It could strengthen resdanding and coordination in
the Region. Its status could also cause it to gegess to information on research
that is being done elsewhere in the world. Thatcdtbe a significant advantage to
the R&D work of the Caribbean. Thus, it has greatitm

However, while basic or pure research is greatgded, emphasis on it should
never overwhelm applied research as is the geteardéncy in developing
countries. If technological change is to be effgctn driving economic progress,
then problem-solving-oriented applied researchifeatb technology
improvements at the production stage must becomendmt. For this to occur,
business must not only assume some of the costlsmitooperate with, and be
prepared to take their technological problems ¢orédsearch institutions. Where
this is unlikely because of small size and of the level of technology in
business, R&D work must be brought to the noticpaiéntial users to make
relevant technology of any origin familiar. Thatwa call for the kind of
technological or industrial extension service iedamiliar in agriculture in our
Region.

While public R&D is like a subsidy, it is the ontlype of subsidy that the WTO
does not proscribe broadly, and in fact encourdgesa big means of subsidy in
developed countries, and the Caribbean must imitht is in its best interests.
But it can be kept affordable if tax policies ename business R&D more than
they now do.

IT is the high end of the technology spectrums lgiadually spreading in the
BMCs, but its diffusion is mainly in routine actiigs like accounting and office
procedures. Business extension services couldtbelpow the profit potential of
other uses starting with simple things like gainmnarket information. If this can
be done, an IT culture could start permeating lessinThat could lead to a
snowballing effect, particularly if public R&D instites pioneer and pave the way
for such development. In this regard, it would bsignificant importance if, in
fact, the University of Technology in Jamaica, wenabled to pursue an idea
which is under consideration at that Universitystart a programme for the
incubation of high technology industry. This idessérves serious support and
CDB is examining it for possible assistance. Thieds me to a brief discussion
of CDB's role in our BMCs effort in this area.

. CDB'S ROLE IN THE EFFORT

Mr. Chairman, CDB has long recognised and suppastaees surrounding



technological progress in its BMCs. That is whinttoduced programmes of
education, training, technical assistance and palialogue alongside its project
lending. Most Governors are familiar with thesegreanmes. Thus, only a few
will be mentioned here.

In 1972 CDB introduced its Student Loan Scheme awsiging tertiary level
technical and vocational education in its Less Dmped Member Countries.
Later, it introduced programmes for technical andational schools and
curricula development programmes. More recentlyad@ed basic education at
primary and secondary levels (including some ofi\fteee Developed Member
Countries), and the UWI distance learning projeleiciv utilises electronic
delivery. CDB's training courses in the projectleytave helped to infuse rigour
and computer capability in investment decision-mgkits project-related and
general technical assistance are helping to beddrical knowledge, skills and
institutional capability. The Caribbean Technol@ji€onsultancy Services has
provided technological information and shop flooslgem-solving at the same
time as it builds the hands-on consultancy skiilgie Region's suppliers of the
technical services. CDB's very successful supmoreliectricity projects will be
found very useful to the technological demandslibathead.

CDB will upgrade or change the mix of its progransmas the need is perceived
by Bank Staff and the BMCs. But it cannot movedashan the BMCs are
willing and able to do. and it has to be mindfutloé constraints on the volume
and use of its resources. With these in mind,wiléng to consider support for
R&D to be undertaken by appropriate regional oromat institutions in
acceptable circumstances. In this regard, the Baag&tablishing an Economic
Research Unit whose work should provide insightba®me activities to be
examined for support and for policy dialogue withBMCs.

10.CONCLUSION

In conclusion, Mr. Chairman, the tasks ahead véldifficult for both the BMCs
and the Bank. But they are not impossible. In tieegasingly hyper-dynamic
world, we must help our people to become more teeeD change than they are
prone to be. New opportunities must be grasped witbvative flexibility rather
than dogged resistance to change which will alveayse some disruption to
someone. Society must be helped to see reducedrmaopportunities for what
they really are and to let go before it is too latdess such reductions can
reasonably be reversed by productivity gains. Wetrmove quickly towards the
frontiers of technology that provide high value de@nd services.

In this regard, the inadequate state of our tedgyotiemands that there be some
leap-frogging of other technologies to IT in ordketry and achieve modernity



and competitiveness. More niches for small cousitigl be opened up by IT
than by any other technology, and IT can be reatteefto existing production
technology to upgrade the overall technologicakbase evolution of
telecommunications as a major base for link witlh#B shown the tremendous
potential and pervasiveness of IT in the creatioousiness opportunity. This is
also because IT compresses time, overcomes geggaaghalters structural
business relations as no other technology doeseder, the rapid growth of
mechatronics (i.e. computer controlled mechanindl&ectronic blends), and of
study courses even at the matriculation level & #nea in some advanced
developing countries, show that the BMCs must piten®&D in IT and how it
can be blended with other technology. R&D work malso find its way into the
classrooms and be pushed on the shop floor.

Mr. Chairman, | think that if over the next decade make a concerted drive to
use technology to help us raise productivity infeole range of economic
activities, some traditional and others more now&jll help to give us the
necessary flexibility to adapt to the changes inglabal marketplace that now
seem to threaten to overwhelm us. We must movegteehtechnology with zeal,
for there is not much choice if we are to reduceumacceptable levels of
unemployment and poverty. Let us start now, Mr.i@han. CDB is willing and
ready to play its part.

Thank you.



