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This document is based upon the ver~ iGtensi~e e~fo~ts c: 

offlCi&.l~ of the GEeS Econwr:ilc Policy RevIEw Cc.mrhitteEc. 

Having, in a very short spaC2 of :':r;,E:, to .put to'3>21hE-;" 2 

dOCIJ'TIEr,t of thl': kind, invG~\/int; prel im~r,cr y St..:ffiIT1,s:,y C::tUf,:ry 

programmes for each of the countries and req~iring a 

conSE-nsus on important Folley issu~s, mahEs it in~vitabie 

that the document is less than ~ef!n!tive on ~very issue 

which it addresses. w~ b~1ieve hOWEver thst the document i~ 

senerally sufficiently precise on the Issues, snd on 

governnlental intent, to perQit of an early d~c~sion by 

donors in regard to the establishment Gf t~e prOPGse~ 

Easte'rn Caribbesn DaveloF'm2nt Faci L ty. 

Economic Policy Review Committee 

Orsanisation of Eas!ern Caribbean States 
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(i) 

PROPOSED EASTERN CARIBBEAN DEVELOPMEKT FACILITY 

FOR THE OECS STATES 

SUM MAR ~ 

OECS Member Governments wish to propose to ~he 

Caribbean Group for Cooperation in EconomIC Development, the 

establlshment of an Eaitern Cari~bean Development FacilIty 

for the OECS States. This Facility is intended to provlde 

urgently needed financial resources to ellminate the 

constraining budgetary problems now adversely affectlng the 

countries' development efforts and to faciiitate the 

lmplementation of structural adjustment measures for the 

accelerated growth of the economies of the OECS states. 

OECS Governments are of the Vlew that unless a special 

faclllty of the kInd being proposed is estab~ished as a 

matter of urgency, their countrIes could face SOCIal and 

eqonomlc dls~uption wIthin the next fe~ years. 

OECS Governments are of the view also that wlth the 

additional special assistance now being requested of the 

donor communlty, within a period of five to six years their 

economIes could be set fIrmly on a pat~ of adJustment and 

self-sustaining progress. This propOsal is to be viewed 

wlthln ·~he context of what appears to be a drying-up of 

concessionary development capital from traditional sources 

such as the Inte~national Development Association, alongside 

the ineligibIlity of these countries for the ordinary 

finanCIal resources of the World Bank. 



(ii) 

Donors are being requested to pledge afl amcurll of 

approxlmately US$130 mllllon to be drawn down over a 

flve-nix year period to 1991 to meet projected gaps in 

needed financIal resources. ThlS amount lS in respect of 

all seven Member States of the DECS. 

All seven Member States of the DECS wlsh to be parties 

to the agreement relating to tbe establishment of the 

proposed Eastern Caribbean Development Facillty, actual 

access to whi.ch will be triggered by a formal application of 

the World Bank as custodIan of the Facility_ The Facility 

wlll be managed by a Management Committee to conslst ,of 

representatives of the World Bank, the Eastern Caribbean 

Development Bank, the Caribbean Development Bank, and the 

DECS Economlc Affairs Secretarlat. Approval of countrIes' 

applications for access ~ill be conditional upon agreement 

between the countrles and the Management Commlttee on an 

economic policy programme to be implemented over an agreed 

period of tlme. This programme will lnclude an agreed 

schedule for drawdown by the countries in amounts that will 

have been agreed between the parties. 

More precise ind~cations of the projected gaps for each 

Member State over the period to 1991 are contained in the 

preliminary summary country programmes WhlCh are included ln 

this document. 



PART A 

PROI'O"SAL FOR 

EASTERK CARIBBEAN DEYELOPMEKT FACILITY IECDFI 

FOR OECS STATES 

1" BACKGROUliD 

The OEeS States have been exper1enc1ng severe economic 

diff1culties over the past decade. Ris1ng 1mport prices" 

.accompanied by declining prices for their maJor export 

commod1t1es have resulted 1n deteriorat1ng terms of trade. 

Recess10n and protectionism in. their maJor export markets 

have contc1buted to a volume decline in the·1r export trade. 

Recession has also contributed to a reduction in the 

a.vailability of concessionary finance, and in the flow 

of private capital and migrants' remittances into the OECS 

countrl es. Natural disasters in these small countries have 

served to emphas1ze the fragility of their economiC bases, 

and to exacerbate their difficulties. These difficulties 

were belng experienced at a time when the countries were 

required to bear the increased costs associated with 

constitutional independence--defence, external affairs, and 

membership of international agencies. 
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In these circumstances, governments have had lIttle 

cholce but to attempt, through publlC sector 1nitiatives, to 

malntaln some growth momentum, and to provide the 

lnfrastructure and the cllmate for fo.relgn and domestIc 

private investment. 

This resulted in a burgeoning of external publlC debt 

which climbed from U3$75 million or 21.5 per cent of gross 

domestic product (GDP) in 1978 to U3$216 mlllion or 44.5 per 

cent of GDP by the end of 1984. Similarly, central 

government current expendltures as a percentage of GDP 

increased from 25.9 per. cent in 1978 to 38.8 per cent by 

1984, and the overall deficlt soared from 0.2 per cent in 

1978 to 21.1 per cent 1n 1984. 

The countries experlenced cutbacks in their public 

secto~ investment programmes bec~use of arrears difficulties 

and the inability to mobIlise funds to provide necessary 

counterpart finance for capital projects. 

There was a budgetary surplus of 0.3 per cent of GDP in 

1978, but- by 198,4 there was a deflcit of 1.4 per cent. 

selected economic indicators for 1978-1984 at Table 1. 

( See 

., 
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TABLE 1 : OECS Selected EconomIc Indicators 1978-1984 

1978 1979 1980 1981 1982 1983 1984 

National Accounts 

GOP Growth ( %) 6.5 7. 8 4. 1 2. 7 1 . 1 ~ Q -. -
Investment/GOP ( %) 44. 2 42.7 38.6 32. 4 41. 7 

Public Investment/ 
GOP ( %) 1 4. 2 1 5. 8 14. 5 1 6. 2 25. 5 

Private 'Investment! 
GOP ( %) 28. 3 25. 9 23. 4 24.5 16. 3 

Domestlc Sav,ngs/ 
GOP ( %) 0.9 2. 0 3. 5 1.6 5. 3· 7. 5 

Public Finance 

Central Government 
Current Expenditure! 
GOP ( %) 26. 2 28.4 28.2 28.3 29.2 30. 5 38. 8 

Current Expenditure 
on Oefence 8. P ubli c 
Order 8. Safety/GOP 
( %) 3. 2 3: 2 3. 1 3. 2 3. 4 3. 8 

Central Government 
Current Account 
Surplus/Deficit/ 
GDP ( .. 

~I O. 3 ( O. 3) O. 6 ( O. 6) ( 0:1 j ( O. 7) 1 . 4 

Overall Oefi ci t/ GOP 
( %) 1 . 3 0.4 4. 9 7.7 7.5 4. 9 21. 1 

External Public 
Debt/GOP 16. 9 24.4 24.0 28.8 31. 6 38. 1 44. 5 

Debt Service Rati 0 1. 8 2. 5 3. 5 5. 2 3.6 9. 6 

Publi c External 
Debt ServIcel 
Government 
Expe ndl t Ur e'S 4.9 4. 5 6.0 4. S 8. 3 

External Account 

Terms of Trade 100. 0 98. 7 87. 3 89.4 88.8 90.9 
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The current flscal problem of the DECS States is 

neither new nor unlque to these countries. Following the 

011 crIsis of 1973 , these countrles experienced slmilar 

problems in not being able to meet their current obllgations 

to regional Lnstitutions and to generate sufficient current 

revenue to provlde the necessary counterpart funds to 

externally financed capital projects. The Governments of the 

Uni ted Ki ngdom, Tri ni dad and Tobago, and Ni geri a res ponded 

in 1976 with the establishment of two programmes in the 

Caribbean Development Bank (CDB): 

il Counterpart funds for Capl tal Projects; and 

ii) Emergency Funds to Eliminate Arrears to Regional 

Drganisatlons. 

These programmes were intended to address what were 

consldered to be temporary problems. These programmes were 

most su'ccessful in enabling the countries to sustain their 

development programmes and to meet their recurrent 

obligations to such regional bodles as the University of the 

\lest Indies. Both programmes are belng adequately 

serviced - the latter through direct payments by 

appropriations from the profits of the Eastern Caribbean Central 

Bank (ECCB). 
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Three of the other CARl COM countrIes. notabl·y Jamaica, 

Guyana and to a lesser extent Barbados. experienced the same 

pt'oblems. 3ecause of theIr more permissIve monetary 

arrangements, these governments were able to sustain 

economic activity for a while by generous money creation. 

Given the high import ratios in these countrIes. thIS 

strategy impacted negatively on the foreign reserves. 

This led to the creation of a Special Caribbean 

Development Facili ty (CDF) for Barbados. Guyana. and Jamal ca 

within the framework of the Caribbean Group for Cooperation 

in Economic Development (CGCED). No such facility was 

established under the CGCED countries for those other 

Caribbean countries (OECS) whOSE! economic problems we['e 

evidenced not on the external account b~t In fiscal and 

economlC contraction. Further. it was found necessary to 

extend thIS CDF support to the larger countries for longer 

than the three to five-year period origlnally,envlsaged. 

Thus. while most CGCED beneficIary countries 

experIenced similar economic problems. the OECS States were 

not provided with amounts of assIstance comparable to those 

received by other CARICOM States. For the past seven years 

the OECS States have managed to withstand the worst ravages 

of economic recession; but the accumulated pressures have 
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begun to be felt on the fiscal· account, on the countries' 

overall economic performance and on their capability to 

serlously come to grips with the structural problems of 

their economies. 

2. PROPOSAL 

Fully resolved to implement economic policies for 

brlnging about the structural adjustment of thelr economies, 

yet conscious of the need for significant amounts of 

concessionary external financial support for this purpose, 

the OECS States propose the establishment of an Eastern 

Caribbean Development Facillty for the use of these 

countrles. 

Specifically, the international community is being 

requested to: 

i) make available additional resources for the 

creation of an Eastern Caribbean Development 

FacIlity for the OECS countrles from whIch 

countries can draw resources on concessionary 

terms, over a stated period of time, to finance 

gaps on their current fiscal and external accounts 

arising from the lmplementation of a structural 

adjustment programme; 
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1il accept as the cr1terion for eligibil1ty for 

borrow1ng under this Development Facil1ty, an 

agreed strategy for structural adJustment. 

3. JUSTIFICATION 

Over the past five years certain donors have 

contr1buted significantly to the development of the OECS 

countries. The CGCED has helped to facil1tate the flow of 

resources and has contributed to givi~g a structural 

adjustment focus to the countries' development efforts. 

Significant progress has been made in the econom1C 

performance of the countries. Asslstance has so far been 

linked ~ith specific projects and there has been one case of 

sector lending. 

Notwithstanding the progress so "far achle,·ed, t·he OEes 

countries still face serious economic problems, many of 

these problems attributable to the special characteristics 

and vulnerability inherent in ~mall-island economies. If 

these countries are to achieve self-susta1n1ng growth, they 

have to overcome the severe structural problems ,nherent 

i'n their economies. 

i , 
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Project assistance wlll continue to be needed in order 

to continue the process of building the necessary 

infrastructure. Yet., addltional amounts will be requlred to 

support more comprehensive adjuctment'policy packages. For 

one thing, some projects for which donor financing has been 

ldentifled fall to get started for want of local counterpart 

funds and for resources for debt serviclng. Delays arising 

from difficulties in generating counterpart funds and in 

satisfying conditionalities associated with debt servicing 

are holding back implementation of essential development 

projects and adding to their costs. 

The Facility will provide a financlng mechanism 

complementary to project lending. It is a temporary 

arrangement designed to allow the OECS countries some 

breathing space and non-conventional financing to extricate 

themselves from the economlC difficulties WhlCh are 

hampering their economic progress and their utilisation of 

avail,able donor and institutional financing for projects. 

It will help to minlmise, to tolerable levels, the socia·l 

and economlC d~slocations associated wIth the implementatIon 

of structural adjustment programmes. At the same tlme, the 

framework proposed for this Facility allows cost s'avings in 

the admlnistration of aid and minimises the duplication of 

aid donor effort. Additionally, it provldes a mult,lateral 

and focussed arrangement involving both the donors and the 

recipients where nat~onal and regional issues can be 

meaningfully and realistically addressed. 
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4. STRUCTURAL ADJUSTMENT ISSUES 

The Member States of the OECS commit themselves to 

t~k1ng ,ction on a number of economic policy areas-with a 

view to placing their· economies on a soun~ structur.l 

footing bolstered by appropriate f1scal and economic 

poli ci es. The programmes of structural adjustment as 

envisaged by the countries relate to the following: 

1) policies for the development of t.he product! ve 

sector's; 

ii) fiscal reform; 

monetary and exchange rat~ poli~ies; 

Iv) wages and ·salaries policies; 

v) trade, tar1ff and export promotion poli.cies; 

V1) 

vii) 

public administrative reform; 

common services. 

What follows is intended to give-an indicati'on of the issues 

relating to the struc~ural adjustment of the OECS countries 

at the national and reg10nal levels and the approaches being 

adopted by the countries to come to terms with these issues. 

The preliminary summary country programmes for each of the 

OECS states and comprise an essential part of this document; 

they give a more precise ind1cation of the policy iss~es to 

be addressed at the respectlve national levels. 
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IJ Poli cies for the Development of the Product, ve Sectors 

aJ The Problem 

The productive bases of the economles of the OEeS States 

are marked by over dependence on a narrow range of export 

commoditi,es and services. Given the pre~ominance of, 

variouslY, bananas, sugar and tourism in these countr~es, 

their production structures can be described as 

monoc ul t ural. More so, this traditional export agriculture 

is affected by relatively high cost, a consequentlal lack of 

competi ti veness, and an endeml.c dependence on protected 

access to traditional markets, or at any rate on the 

vag~ries of international commod~ty prices. The banana and 

coconut industries are particularly vulnerable to forces 

majeures and tropical dIseases, circumstances which render 

the economic fabric of some of the islands tenuous. Yet the 

large measure of dependence of these economies on 

traditional expo~t agriculture's significant contribution to 

growth, employment and export earnings, glves r~se to a 

strong vested interest in its preservation, and to some 

extent may have weakened enthusiasm for agrlcultural and 

sect·oral diversif~cation. Traditional agriculture itself 

has too little dynamism for s~gnificantly increasing its 

output or for increaslng its contribution to the development 

process. 
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bl The Adjuctment Imperab,·c 

In regard to the structural pillars of the economle~, 

the adjustment obJective must be to place these economies on 

a sounder, less fraglle footlng. 

of two ki nds: 

The pOllC~ ImperatIves are 

1) increasing the productive efficiency of traditional 

agrlculture to improve its cost-competitiveness; 

and 

li) broadenIng the productlve bases of the economies 

through sectoral and agricultural diversifIcation. 

The adjustment objective is the achievement of an 

ap~ropriate sectoral balance between agriculture, (includIng 

non-tradi tional agriculturej, manufacturIng, tourism and 

other services. It calls for a comprehenSIve export 

strategy, to include components of economic policy ~nd 

institutional change. In sum, the entire 'policy baSis for 

change in the productive sectors is to be gIven an export 

ori entation. 

Proaress 

GEeS governments have for some t~me now been sensltlzed 

to the need to dIversify their economies and to Increase the 

efficiency of their agriculture and, with the support of 
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regional and InternatIonal technIcal assistance, they have 

taken steps towards systemic change In these directions. A 

tremendous amount of work has gone into Improvlng the 

quality and output of traditional agrlcultul'e, investiga'ting 

possible alternat'ive uses for bananas, and Into crop 

dIversifIcation. The groundwork IS belng laid for IncreasIng 

the scope for sCIentifIc development of traditIonal and 

non-traditIonal export agriculture. 

In regard to the manufacturing sector, work IS 

currently in train to develop a set of comprehensIve 

industrial strategies for the GECS countries, with an 

explicit up-front export orlentatlon. At the wider CARICGH 

level, efforts are well advanced towards identifying the 

region's expbrt supply potential and to develop industrles 

with ldentifled export potential. A number of projects have 

commenced geared towards the agro-industrial development of 

the economIes - an area where consIderable potentIal IS 

thought Lo reside. 

The development requirements of the touri~m sector, 

including intersectoral lInkages, are beIng addressed) 

tourism sector strategies for the GECS countr~es are being 

prepared w~th the as~istance of CIDA. 
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erDA now appears committed to embarking on a 

comprehensive approach to agrlcultur'al diverSlflcation in 

the DEC! countrIes; a ~lmilar approach to the manufacturing 

sector IS being coordInated by.t'he COB. Delailed 

information 1S still to be obtalned on the coverage and 

approaches of these studIes. Through the IARH and OECS 

formulatIon of industrial strategles will contInue. The 

opportunity of the Lome III Convention will be taken to 

pursue identified actlvities in all the productIve sectors. 

Complementary of these vilri.ous actl VI t',es, effort's wIll 

contlnue towards formulatIon of, and agreement and 

comprehensive export strategies for the OEeS countries. 

III Fiscal Reform 

aj The Prohlem 

The fiscal systems in the OEes countries are generally 

weak. They are characterlsed by inadequate control of 

This 

public expenditure, less than efficient resource 

mobllization, and inefficient public sector agencies. 

situatlon reaults in a generally inadequate fiscal 

performance, manifested in an insurriclent contrIbution of 

domestic re-sources to the development effort, and a 

corresponding near-total dependence on donor and other 

external financIal resources. 
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b) The Adjustment Imper"ative 

Measures must be put in plac. that WIll improve 

expendIture control, resource mobillzation and public sector 

erfi ci ency. 

Improved expend~ture control is expected to be achieved 

through: 

i) improved rinancial programming and planning on 

current and capital account; 

ii) improved cash budgeting and 

accountablll tYi 

iii) improved budget preparation, Including improved 

estimation of resource requirements; and 

iv) development of a capability for effectIve publIc. 

sector investment programming, including 

projectIng the recurrent budgetary Implications 

or the public sector investment p~ogramme. 
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Impro~ed resource mobili2atron 13 expected to be 

ach~eved through: 

i) reforming all major tax laws and procedul'es to 

expand the tax base, elim1nate loopholes and 

allow for improved tax and customs 

administration; 

ii) undertaking a comprehensive re\'iew of the POllCY 

and administration of all fiscal incentives w1th 

the a~m of minlmizing their revenue cost; 

iii) introduclng and maintaining a continuous 

comprehensIve programme of in-house and overseas 

training 1n all professional areas of fiscal 

policy and taxation; and ensurlng adequate 

sta·ffing at all levels, especially in revenue 

departments; 

iv) renegotiating double taxation arrangements to 

ensure that income accruing to non-residents pays 

a fa1r share of taxes; 

v) revlewing the user charges for public services to 

reflect the cost of prov1ding these serV1ces. 



-16-

Improving efficiency of publi.c secto[' agencies is 

expected to be achieved by: 

III) 

• 1 
1.. elimlnating hidden subeidles such as duty 

exemptions on imports and free public utllity 

s e I" vi c es; 

11) establishlng transactions between Central 

Government and such agencies on a commercial 

basis where applicable and discharging all 

indebtness to government of such agenciee; 

i li) introducing a regime of pricing of public utility 

services which is calculated to enable such 

services to meet their operating costs and make a 

contribution to their long term development. 

Monetarv and Exchange Rate Policies 

a) The Adjustment Imperative 

Three dlmensions of a programme of change in monetary 

and exchange rate policies can be identified. The ffret 

relates to the changes to be effected in Interest rates and 

credit· instruments. The second concerns the development of 
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an activr exchange rate policy, and the third deals with the 

regional aspects of these policies. 

Interest rates and credit Instruments are reyulred to 

achieve .ncreaswd mob.l.sation and retention of domestic 

savlngs; and greater use of such savings in sDcially and 

economically desirable investments. 

The development of an active exchange rate policy .s 

a.med at providing support to product. on polic.es and to 

trade liberalisation measures for strengthenlng the" balance 

of payments and thereby increaslng the return on production 

for export. 

These pollcies w.ll be designed in the conlext of 

increasing harmonlsation at the sub-regional level by the 

Monetary Counc.l of the Central Bank. In so far as this 

harmonisation needs to be made consistent with trade 

l.beralisation measures taken either at the DECS or CARl CON 

levels, care wIll be necessary to exploit substitutabillty 

and/or complementar.ty between exchange rates and tariffs as 

adJustments measures. 

b) Progress 

There has been progress towards the use of monetary 

instruments and the development of the structure of the 



-18-

financial envlronment. Interest rate policy', in GO far as 

1t affects the rate of return to small savers, has been 

adjusted to increase rates of return to small savers and to 

make more uniform the conditions to which minimum rates of 

return apply. Info~mation on effective rates of interest on 

loans is now commun1cated to borrowers and to the Central 

Bank to ensure greater competit1venes~ among lending 

insti tutions. Exchange control conditions are being 

increas1ngly harmonised and a Un1form Banking Law for 

application to all the countries 1S now under consideration 

by the various countries. It is expected that this umbrella 

law to harmonise arrangements for SUperv1s1on of the 

financial institut10ns will b~ enacted in 1986. 

The exchange rate issue is be1ng addressed. Some 

preliminary work on this issue was carr-ied out by the 

International Monetary Fund two years ago, and produced 

rezults which were lnconclusive. The Eas,tern Caribbean 

Bank's more comprehensive examination of the issue is qU1te 

advanced. The effects of possible variations in the 

exchange rate on the economLes of the Member States have 

been studied in deta1l. 

The studies have produced several important results. 

The first 15 that there are suff1ciently slgnif1cant 

differences between the countries to make 1t necessary to 

consi der mechani sms and W1 der approaches whi ch can, reconci Ie 

http:economi.es
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the varlOUS lnterests of the countrles. Some CQUfltrl€S that 

ar~ heavIly relIant on export agrIculture can possibly 

benefit from an exchange rate change! whIle those with more 

secure tourist markets may not requlre a change In the rate 

to maIntaIn· rapId growth In tourist actlvlty. 

The second is that the budge~s of a number of countries 

can be adversely aCfected by an exchange rate change either 

because of relatively large external debt obligations or 

because of Inadequate control over wages. The third IS that 

undue burden cannot be place on the exchange rate and that 

the package of measures should include approaches to ensure 

growth. In that context, the exchange rate can be 

effectively combined with fiscal measures, investment 

·programmes and other trade promotIon measures. 

The Board of Directors of the Eastern Caribbean Central 

Bank has indicated to the Governments the need for spec~rlC 

flscal measures WhICh are necessary for managIng the 

economIes In an ~nvironment in which currencles of the 

trading partners of the OECS countries are subject to WIde 

fluctuations. In the meantime, the Central Bank IS 

exploring the feasibilIty of mechanisms which can, at the 

very least, brIng benefits to all the countries if an 

exchange rate change were to be made. 
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The results of the ECCS study are to be con~idered at 

the next meeting of the Monetary Council of ECCS scheduled 

for April, 1986. 

IV) Wage/Price PolIcy 

Each of the country programmes stresses the 1mportance 

of taking explicit and d~rect action to keep lncrease~ in 

public sector wages and salar.ies in check. It is recognised 

that 1ncreases in the level of public sector wages and 

salar1es can adversely affect: 

1. the ability of the ·countries to increase public sector 

5a'.:ings; 

2. export-competitiveness; 

3. the ability to ~aintain the exchange value of the 

domestic currency. 

Generally, the countries will seek to keep increases in 

public sector wages and salar1es 1n an appropriate 

relationshp to rates of inflation and to seek to have this 

accepted as the pattern for the entire economy_ It 1S 

proposed to enter into d1Scussion WIth private sectors and 

trade unions WIth a VIew to obtainlng ag!"eement on a social 



-2"1-

contract relating to the issues of (i) wagez, (Iii prIces, 

(ill) employment and (iv) productivity. 

The Governments, in theIr efforts to deal directly with 

the issue of wages and salaries, productivity and 

unemployment, are conscious of the cultural and sociological 

dimensions of the issue and will be attemptIng to deal with 

It from a multi-disciplinary perspectIve. 

The task in manifold. There IS the educational 

dImenSIon which relates to the need to embark on well 

designed trainlng programmes to improve SkIlls. It also 

requires education of management to conSIder changes -in 

operating and remunerative systems that are consistent WIth 

necessary changes in work practices. Horkers must also be 

traIned to undertake more d'ifficult tasks, to assume more 

responsibIlity and to learn how to increase the output of 

their activlties. 

Wages policy is one which involves delicate adjustment, 

particularly when a sharp exchange rate may be contemplated 

as a m~ans of lowering the real wage in or~er to increase 

export compet1tiveness. 

Success in th1S effort will be demonstrated iR the way 

1n which lower liv1ng standards are tolerated when c~rrency 
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sWIngs are adverse. In contrast, sharp exchange rate 

changes to reverse the effect of those curreZ1CY swings often 

cause social upheavalc. 

The Governments of the OECS State~ now have an 

Increased awareness of these ramificatIons and this is 

reflected in the summary country programmes. 

V) Trade, TarIff and Export Promotion Policiez 

ai The Problem 

Deriving from their membership ln the Eastern Carlbbean 

Common Market IECCM) and the Caribbean Common Market there 

is an lnevltable regional dimension to the OECS countries' 

approaches to, and strategies for. str·uctural adJustment. To 

some extent this constitutes both an opportunity for, and a 

constraint on their ability to implement particular 

structural adjustment measures. 

The countries' membershi p of these common market 

arrangements implies a commitment to certain common policies 

relating not only to exchange rates but also to trade and 

tat'if'f pollcies, and to work~ng towards harmonised fiscal, 

investment and sectoral development policies. 

• 
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The problem here 1S that action on some of these 

measures includIng those reiallng to trade and tal'iffz, 

requIres agreement by all members of the respective common 

markets. The opportunity is that certaln k1nds of measures 

are more acceptable in anyone country when they derive from 

larger reg10n-wlde decision-making, to wh1ch all of ~he 

Member States are parties. Polic¥ on regional issues such 

as the common external tariff and effectl,e rates of 

protection require that the clrcumstances of every 

individual member of the grouplng be taken 1nto account 

prlor to taking joint decisions. 

In regard to export promotion ther,e is under utilized 

scope for national action in regard to policy and 

lnstitutlonal arrangements. 

b) The Adjustment Imperative 

Action in regard to trade liperallzation requires a 

critical re-examination of the rationale for and l~vels of 

the region's common external tariffs. It requlres that a 

determinatlon be made of an approprlate level of the tarlff 

with particular regard to desirable levels of protection, 

for domestlc industry; it requires that appropr~ate levels 
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be ~et in regard to effectIve rates of protection, in a way 

that achieves a desirable balance between a country's lleed 

for protecting domestlc industry and for supporting an 

export drive. 

Another imperatlve in this area relates to the need to 

carefully consider the use of the tariff as a possible 

alternative or complementary measure to exchange rate 

varIation. 

Fullest opportunity is to be taken of the scope that 

eXlsts at the national levels for establishing appropriate 

policy and institutional measures for bringlng about a 

signiflcant lncrease in exports. 

VII Public Administrative Reform 

a) The Adjustment Imperative 

In relation to their public admLnistrations , the 

adjustment objective must be the followlng: 

il to critically examine the existing struc·ture., 

organisat,on and management of the public 

admInistrative systems of the countries with a 

view to determln.ng the extent to which these 

systems now operate In a manner that is likely 

to contrl.bute maximally to -the countries' socIal 

and economic objectives, and In a manner which 
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would be fully supportive of the countrie~ 

economic strategies; 

11) to carry out a systematic process of reform and 

restructuring of the publIc adminlstratlons In 

line with the criteria set out at (i) above; 

iii) to embark on a systematic process of manpower 

development and training through a series of 

approprIate workshops, semInars and on-the-job 

training, and generally more beneficIal exposure 

to effective publlC sector management; bottl to 

imbue publIC servants WIth a more desirable 

pubiic service spirit and to provIde necessary 

Skllls. 

Governments accept the need to be sensitized to the 

importance of pursuIng effortS"ln this area and the need to 

adopt approprlate strategies for public administrative 

reform and for a continuing effort at improving the 

capablllties of their public services. 

VII) Common Services 

Given the very small SIzes of the OEeS countrles and 

their shortage of high level manpower, there are a number of 

instances where specific technical services can be more 
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cost-effectively organised and delivered on a Joint or 

coordi.nated basis. OEes governments propose to continue to 

work towards the provi~ion of common Gel'\"ice::;, as 

approprlate, in areas such as fiscal pollcy and planning and 

economic planning advisory services, coordinated planning of 

agl'icultul'al and Industl'ial development, publlc sector 

management training, trade polic~i analysis and advice, and 

export promotion and development. 

5. SIZE, ACCESS AND OPERATING PRINCIPLES 

The amount of resources requil'ed for the Facility (SDF) 

wlil be determined by each country's financIng gap over the 

next six years. Final estimates of these gaps will be 

worked out in the context of each country's adJustment 

program and overall financing requiremeftts. However, as. a 

guide to donors of the likely magnitudes, a preliminary 

proJect. on has been made for the countries uSlng readily 

available data. All seven ,OECS Member states expect to be 

in a posltlon to access the Facility. Preliminary 

project.ons of the financing gap in these countries' publ.c 

sector investment l'equirements over the six-year pel'iod to 

1991 po.nt to a required overall size of th Facility of 

approximately US$136 million or, an average, US$3.24 million 

per annum. (See Table 2. A more preCise ind~cation of 

each country's financ.ng gap will del'l ve from the detailed 



TABLE 2 

PROJECTED FINANCING GAP 

OEes STATES 1986-1991 (US$ MILLION) 

COUNTRY 1986 1987 1988 1989 1990 1991 TOTAL 

Antigua/Barbuda 3.79 3.75 3.56 3.35 3.07 2.81 20.33 

Dominica 2.68 3.98 3.05 2.57 (0.4'0) 0.22 12.10 

Grenada 3.00 3.50 , 4.50 4.00 3,00 3.00 21. 00 
I .... 

N Montserrat 2.32 1. 51 1.93 2.67 2.91 3.20 14.54 
I 

St. Christopher/Nevis 2.55 2.21 ' 3.01 3,67 3.4'1 3.90 18.75 

St. Lucia 8.00 6.00 5.00 4.00 3,00 2.00 28.00 

St. Vincent & the Grenadines 3.10 3,40 3.80 3.60 3.80 3.60 21. 30 

TOTAL 25.44 24.35 24.85 23.86 18.79 18.73 136.02 
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country programmes to be prepared after a country has 

formally sought access to the Facility. 

It is envisaged that access to the FacIlity ~ill be 

open to any OECS Hember state which embarks upon an agreed 

structural adjustment programme. It is expected that donors 

wlil make pledges to contribute to the Facllity In specified 

amounts, and within two months after the signing of a 

Memorandum of Understanding, wlil issue non-Interest-bearing 

demand notes to the Horld Bank £or the full amount of their 

pledged contributlons to the Facility. 

It is envisaged that a country intending to access the 

Facility will make formal application to the world Bank, as 

custodlan of the Facllity. Th~5 appllcation will indlcate 

the program to be pursued over a specifled time-frame) the 

amount of financing required and the country's willingness 

to enter into consultations with the World Bank with a Vlew 

to developlng a detailed country programme to be agreed 

between the country and the Management Committee of the 

FacllIty, Le., the Horld Bank, the ECCB, CDB and.OECS/EAS. 

Once the programme has been agreed between the country 

and the Management Commlttee,. the lIorld Bank would be 

expected to inform the donors that the programme has bean 

agreed, and would indIcate the amount of ["eSQurces requ~red 

from them and lhe schedule for making payments. 
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It is proposed that wlthln a perlod of two month~ Dfter 

a programme has been agreed, the country wlil be eligible to 

drawdown an amount equal to 25 per cent of the required 

amount under the programme; and that subsequent drawdowns, 

each in an amount equal to 25 per cent of the total amount, 

wlil be made at slx-monthly ,ntervals on the basis of 

satisfactory implementation of the agreed programme, and on 

the basis of a programme reVlew to be carried out by the 

Management Committee in consultation with the country. 



PART B 

DRAFT MEMORANDUM OF UNDERSTANDING 
FOR PROPOSED EASTERN CARIBBEAN DEVELOPMENT FACILITY (,ECDF) 

FOR THE OECS COUNTRIES 

1. Name 

The Facility is to be known as the Eastern Caribbean Develop­

ment Facility (ECDF) for the OECS. Countries. 

2. Rationale 

The creation of the proposed Facility will respond to the 
following challenges: 

(a) the insufficiency of conventional financing from 

traditional institutional and bilateral donor 
sources to'finance economic adjustment and essen­

tial social support infrastructure projects; 

(b) the short repayment terms and high interEst l'ates 

generally associated with the limitEd financing 

available; 

(c) the pending graduation of OECS States from access 
to IDA concessionary resources and their in­
eligibility for ordinary institutional resources 
and commercial credit; and 

(d) the recognition that OECS countries are at the 
cross-roads with the countries' medium-term 
eccnomic futures dependent on the economic policies 

Which we implement and the programme of external 
financial support which donors n(.w provide. 

12. . .. 
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3. Purpose 

The purpose of the Facility is to mobilise the concessionary 

resources necessary to support an Economic adjustl!lent pro­

gramme which will, within five years, place the OECS coun­

tries: 

(a) in a situation of credit-worthiness for conventional 

financing; 

(b) on a path of self-sustained growth; 

(c) at a level of public sector savings of not less than 

5 percent of GDP; and 

(d) in.a position where external arrears are eliminated 

within five years on the basis of an agreed schedule 

for repayment. 

4. Size of th~ Facility 

The sjze of the Facility will be the amount of additional 

unj dentified financing required to mE:et the countries J obj ec­

tives over the planning period. The requirements are tenta­

tively projected at US$ 136 million over the six -year period 

but a more precise determination will be made when detailed 

and comprehensive country-specific economic progralllDtes have 
been formulated. 

5. Contributors 

Contributions to the Facility will come from all donors 

which indicate a willingness to participate and to subscribe 

to the c.bj ectives and principles of the Facility. 

6. Terms and Conditions 

Interest I percent per annum for the first 

t~'n years anc 2 percent thereafter. 

13. 



Maturity 

Repayments 

Currency of Loan 

Procurement 

Drawdown by 
countries 

-3-

Forty yearf inclusive of a ten-year 

grace period after first disburse­
ment,. 

One hundred and twenty equal quarterly 

instalments beginning from year II 
after first disbursement. 

Loan amount will be denominated in 
EC$. 

No special procurement conditions 

will apply. 

Half-yearly and within three months 

after the period to which it applies. 

7. Establishment c·f Facility 

The Facility will come into being on the signing by the relevant 
parties of a Memorandum of Understanding ,,'hieh will include a 

statement of the purposes of the Facility, the obligations end 
roles of the respective parties, anCl the procedures and condi­
tions of access. The relevant parties will include the reci­

pient countries, the donors end the relevant regional and inter­

national agencies. 

8. Operating Principles and Procedures 

Donors will make pledges to contribute tc· thE Facility in 

s}:.ecified amounts and withj n two months after the signing of 

a Mer:lorandum of Understanding will issue nc,n-intcrest-bearing 

demand notes to the World Bank for the full amount cf their 

pledged contributions to the Facility. 

A country intending to access the Facility will make formal 

applic~tion to the World Bank, as custodian of the Facility. 

/·4. 
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This application will indicate the programme to be pursued 

over a speciried time-frame, the amount cr rinancing required 

and the country's w:illingness to enter into consultations 

with tte World Bank with a view to developing a detailed 

country programme to be agreed bet.ween tl:.e country and the 

Management Committee of the Facility, i.e., the liorld Bank, 

the ECCB, CDB and OECS/EAS. 

Once the progran:me has been agreed between the country and the 

Management Committee, the World Bank will inform the donors 

that the programme has been agreed, indicat.e tte amount of 

resources required from them and the schedule for making pay­
ments. 

Wit.hin a period of two months after a programme has been 

agreed, the country will be eligible to drawdown an amount 
equal to 2:; per-cent of the required amount under the programme. 

Subsequent drawdowns, each in an amount equal to 25 percent 

of the total amount, will be made at eix monthly intervals on 

the basis of satisfactory implementation of an agreed pro­

gramme, and on the b2sis of a programme review to be carried 

out by the Management Committee in' consultation with the 

country. 

9. Management 

The Facility will be managed by a Management Committee con­

sisting of the World Bank, the ECCB, the CDB and the OECS/EAS, 

with the Wcrld Bank as custodian and convenor. The World Bank 

will have the responsibility for: 

(a) preparing, with the beneficiary country and desjgna­

ted regional institutions, (and with tr.e assistance 

of the IMF as necessary), country economic programmes 

involving macro-economic and sectoral policies -

and the p~blic sector investment programme, for pur­
poses of facilitating country access to the Facility; 

15. 
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(b) monitoring (with the assistance of the IMF as 

necessary) with designated regionaJ. institutions, 

country performance on tr.e in.plementation of pro­

grammes and country eligibility for drawdowns 

from the Facility; 

(c) convening meeting:;; of contribute.·rs> beneficiary 

countries and participating institutions to: 

(i) obtain mutual agreement on the content 

2nd phasing of programmes; and 

(ii) review annually the overall performance 

of the Facility; 

(d) em.uring that programme resources are ch~,nnelled 

to ECCB on a timely and as agreed basis for the 

countries' accounts; 

(e) providing as necessary structural adjustment-type 

loans outside the Facility to support the financing 

of the economic adjustment programme. 

10. Role of Other Institutions 

(i) participation in the preparation and moni­

toring of the country programmes with 

special regional responsibility for the 
PSIP; 

(b) EAS 

(i) participation in the preparation and moni­

toring of the country ~rogrammes with 

special regional responisbility for assist­

ing in devising and designing acceptable 

macro-economic policies; 

/6. 
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(ii) holding discussions with relevant regional 

agencies to obtain consensus on the resolu­
tion of regional issues critical to the 

successful implementation of national pro­
grammes; 

(c) .ECCB 

(i) participation in the preparc.tion and moni­
toring of the country programmes, with 

special regional responsibility for the 

demand management programme and external 
debt; 

(ii) channelling and acting c:s custc.·dian for 
funds disbursed to beneficiary countries; 

(iii) provision of bridging finance to countries; 

(iv) making a contribution to the required finan­
cing under the Facility; 

(v) collection of debt service and making repay­
ment, as appropriate. 

11. Role of beneficiary countries and contributors 

. (a) ~~~~[~£~~t~_£2~giti~~ 

(i) provide firm indication c·f interest in the 

establishment of the Facility by giving 
, 

indications of medium-term objectives/ 

targets and pr~grammes that it is prepared 
to implement; 

(ii) work with institutions end donors in devel­
oping an agreed medium-term economic pro­
gramme; 

/7. 
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(iii) implementation of programme; and 

(iv) the Director of FinancE- and Planning to 

hctVe responsibility for the coordination 

and monitoring of' the implementation of 

the programme. 

(b) g~D!ri£~!~r~ 

(i) withj n tKO months after thE- signing of 

the Memorc_ndum of Understanding, issue 

non-interest-bearing demand notes to the 

World Bank for the {'ull amount of the 
pledged contl-ibution to the Facility; 

(ii) within one month after a country programme 

has been agreed by all the parties con­

cerned make payments to the World Bank jon 

an amount equal to 25 percent of the total 

commitment to the Facility; and 

(iii) once;; country programme has been agreed, 

make paym~nts to the Facility as required 

in keeping with the objectives and opera­

ting principles of the agreed programme. 

**~*************** 



PROPOSAL FOR 

EASTERN CARIBBEAN DEVELOPMENT FACILITY 

FOR OECS STATES 

PART C 

PRELIMINARY S~~RY 
COUNTRY PROGRAMMES 



ANTIGUA AND BARBUDA 

Summary of PToposed Country Programme for 1986-91 

1. MACRO-ECONOMIC OBJECTIVES 

(i) 

(ii ) 

An average growth rate of 5% per annum· , 

An increase in public sector savings from -2.0% 

of GDP in 1983 to 7.5% of GDP by 1990; 

(iii) A reduction of the unemployment rate from an 

estimated 20% in 1984 to about 15% by 1990 .. 

This means an annual creation of 1,200 new jobs. 

(iv) The reduction of gross external debt and 

accumulated arrears from 61.3% of GDP in 1983 to 

50% of GDP by 1990 in order to restore credit-

worthiness. 

2. SECTORAL OBJECTIVES/TARGETS 

The overall sectoral objectives are to expand the productive private 

sectors with emphasis on tourism, manufacturing and agriculture. 

The relative objective emphases will be on: 

(i) Tourism: To ensure continued highgrowth in the sector 

and increase benefi ts accrui'ng ~o nationals both within 

the hotel industry and in supporting economic activities. 
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(ii) Manufacturing: To further develop the export orientation, 

attract enclave industries and, to a lesser degree, to 

stimulate the development of small enterprises which can 

exploit the local marke~. 

(iii) Agriculture: To arrest the decline in the sector, reduce 

the importation of goods and create li~kages wi~h ~he 

tour~sm sector by production of fruits, vegetables and 

meat products. 

Specific targets of the productive sectors are being finalised as 

studies become available. Tentative projections for the major 

productive sectors are as follows: 

Tourism 

(iii) 

(iv) 

growth (value added) of 7% per annum; 

6% increase per annum in average daily visitor 

expenditure; 

10% increa~e in visitor arrivals; 

annual direct creation of 500 new jobs. 

Manufacturing 

(i) growth (value added) of 7.5% per annum; 

(ii) volume increase in exports of 10% per annum; 

(iii) new job creation of 500 per annum. 
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Agricul~\~re 

(i) growth (value added) of 6% per annum; 

volume increase in export of 10% per annum; 

(iii) new job creation:of 100 per annum. 

3. KEY ISSUES AND CONSTRAINTS 

General 

(i) Small island diseconomies; 

(ii)· weak and over extended public sector institutions; 

(iii) cri~ical shortage of management personnel; 

{iv) very limited entrepreneurial class; 

(v) an exchange rate which cannot be varied because wages 

and salaries are already low in an open economy with a 

militant labour force and where skills are scarce and 

(vi) 

can easily migrate; 

largely as a result of inappropriateness of educational 

system, a high incidence of unemployment and under­

employment particularly in the young age groups and the 

associated difficulty of absorbing school leavers in 

the employment market; 

, 

http:creation'.of


(vii) 

(viii) 

(ix) 

4 

high production and transportation costs and limited 

efficient support infrastructural and institutional 

facilities; 

limited manufacturer and farmer access to available loan 

credit and the unavailability of venture capital; 

limited market knowledge and marketing expertise. 

4. SECTORAL STRATEGIES 

Tourism 

(ii ) 

(iii) 

(iv) 

An on-going programme of tourism marketIng; 

development of historical sites and a National Park; 

planning of tourism orientated activities like street 

fairs-, duty free shopping areas etc; 

provision of management and vocational training; 

(v) the redevelopment and improvement of certain sections 

of St~ John's in order to maintain aesthetic appeal; 

(vi) 

(vii ) 

(viii) 

improved entertainment facilities; 

improvemen t of the runway at V. C. Bird Inter.na tional 

Airport; 

improvement of berthing facilities at the Deepwater 

Harbour. 
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Manufacturin/;_ 

(i) 

(if ) 

Expansion of labour-intensive enclave industries; 

small enterprise assistance in financing and manage­

ment training; 

(iii) continuted construction of and the encouragement of 

private sector ownership of factory shells; 

(iv) exploration of joint venture possibilities with regional 

and extra-regional entrepreneurs; 

(v) continued investment promotional activity. 

Agriculture 

(i) Diversify from plantation crops to fruit and vegetable 

(ii ) 

crop 5; 

increase the amount of local fish and mwat processed 

for the tourism market; 

(iii) promotion of foreign commercial investment in agriculture 

for exports. 

Public Policy 

(i) To i~prove Government financial management and revenue 

collection; 

(il) to increase the financial viability of Public Utilities; 

~1/ 
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(iii) to divert to the private sector productive enterprises 

which are publicly owned wherever possible; 

(iv) to retain the ownership of land and make it available 

for purposes specified so as to retain control over its 

development; 

(v) to computerise the Statistics Department, Treasury, Ministry 

of Finance Headquarters and the Ministry of Economic 

Development; 

{vi) to improve planning and inter-ministerial liaising between 

the Ministry of Finance, Ministry of Economic Development 

and the Prime Minister's Office; 

(vii) to establish facilities in conjunction with existing donor 

agencies for on-lending funds for venture capital and the 

construction of factory shells. 

Fiscal Policy Reform Programme 

(i) The introduction of measures aimed at widening the tax base 

(excluding personal income tax) in order to increase· 

government revenues by 12% per annum in nominal terms. 

·(ii) 

(in progress); 

to have in place a permanent negotiating team to undertake 

all government negotiations with respect to wages, including 

statutory bodies. This negotiating team will attempt to 

keep wage increases in the public service to the level of 

inflation; 
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(iii) the government instituted a hiring freeze on non­

establishment workers in 1983 and from FY 1986 will begin 

to reduce the number through attrition; 

(iv) to put in place a system to monitor statutory bodies 

more effectively and to reduce subsidies to those which 

are profitable and divest or close down others which are 

not; 

(v) in consultation with the Eastern Caribbean Central Bank, 

implement interest rate and credit policies which will 

ensure the efficient mobilization of fund for the private 

sector. 

5. PUBLIC ADMINISTRATIVE REFORM 

The rapid expansion of the public sector highlighted the need to 

transform from a colonial type institution to a development 

orientated administration. T~e main weaknesses axe as follows: 

(i) The need to clarify the functions of various administra­

tive units to avoid duplication and mis-allocation of 

(ii) 

(iii) 

resources; 

substantial shortages of technical/professional and 

. senior personnel is compounded by a large number of low 

level non-technical personnel requiring detailed super­

vision. , 

lack of co-ordination becweer various Ministries and non­

compliance and irregularities in operational procedures. 

. ! 
/~ 
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Government is committed to undertaking are-classification 

of the categories of workers with a view to finding ways of more 

effectively utilising the public sector's manpower resources. 

The re-classification would help in the pro.per deployment of 

appropriate staff. Training will be introduced to all levels 

of staff within the service. 

The Finance and Audit Act has been revised, and is now in place; 

donor assistance ~s being sought to assist in the upgrading of 

the General Orders, Financial Instructions and Stores Rules. 

Human Resource Development 

The Government recognises that all its efforts for the economic 

development of the country must be accompanied by a continuing 

enhancement of managerial, technical and personal skills'of its 

people. The Government is in the process of obtaining technical 

assistance to help undertake a human resource study. 

The capabilities of appropriate institutions will be used for 

advice and to train manpower as well as provide organisation 

development and administrative reforms. 



9 

All means necessary will be used to attract and retain qualified 

persons within Antigua and Barbuda. Career guidance will be 

provided in secondary schools in order to direct school leavers 

into various sectors of the economy. 

Education and training will be given highest priority in the 

socio-economic development thrust of the Government. 

An expert has been contracted to review the current school 

and technica.l college curriculums with the view to' designing one 

more appropriate for the developmental needs of Antigua and 

Barbuda. 

6. PSIP FINANCING GAP 

The public sector investment programme 1986 to 1991 stresses 

economic infrastructure and productive investments. Public 

sector investments of 13% of GDP are expected throughout the 

period. 

A projection of the Antigua/Barbuda public sector financing gap for 

the period 1986 to 1991 is given in TABLE I. The Table shows that 

between 1985 and 1988 the financing gap is expected to increase from 

U.S.$3.31m to US;3.56m. From 1989, because ox increased public 

sector savings, it is expected t~ decline. A total of US$20.33m 

financing will be required for the period. 



TABt.E 1 

ANTIGUA/BARBUDA - PUBLIC SECTOR FINANCING REgUIREHENTS 

JU.S.SHI 

Total 
~ ill! .!2.E !1!!.! ~ ill!? ill.! m;;-to 19~ 

Total Financ:inp; Rt'quiremente 29.41 31.38 34.65 37.54 40.90 . 44.60 49.22 238.29 

I • Public: St'ctor Capital 20.61 22.68 24.95 27.44 3q.20 33.20 36.42 195.50 E:ltpenditure 

2. Amortinatian 7.80 5.20 6.20 6.60 7.20 7.90 12.80 53.70 

3. Other Debt Obligations 3.50 3.50 3.50 3.50 3.50 .. 17.50 

Financing Sources 

Domestic 

4. Public: Sector Savings 4.75 7. 72· II .23 15.30 20.00 25.42 31. 64 11 I. 3 I 

5 • Other Domeetic ~,OO 

6. E:lttt'rnal 20.66 23.66 23.42 22.24 20.90 19.18 17.50 126.98 

7 • Project-Related 17.35 19.B7 19.67 18.68 17. 55 16.11 14.77 106.65 

8. Financing CAP 3. 31 3.79 3.75 3.56 3.35 3.07 2.81 20.31 

1. Projected at 13% of COl' 
2. Ae in Yorld Bank economic Memoranda 
3. projected repay.ent of arrears over five years 
4. Public sector savIngs, projected to improve steadily to reach 7.5% of GOP by 1990. 

(See TABLI~ 2) 

S. Aoeumes no further borrovin8 
6. Residual betveen total requirements and dom~ntlc sources. 
7. External sources finance 84% of the pSyp 
8. FinancinR CAP is reeidual. 



TABLE 2 

ANTIGUA AND BARBUDA: CENTRAL GOVERNMENT REVENUE 

(E .C.$M) 

1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990' 1991 

Oomestic current 
revenue 1 '. 53.2 , 63.9 79.4 92.9 87.9 98.4 110.2 123.4 138.2 154 .8 173.4 194.2 217.5 

Domestic current 
expenditure 2 . 63.2 77 .2 90.7 112. 1 110 . 1 108.0 1 14 . 5 121 .4 128.6 136 .3 144.50 153.16 162.35 ' 

Current account 
balance (10.0) (13.3) (11.3) (19.2) (22.2) (9.6) (4 • 3,) 2.0 9.60 18.5 28.9 4 1 • a 4 55 • 15 

Social Sec(lrity 
& Medical Bene- 12.84 14.13 15.54 17 .09 18.81 20.69 22.70 
fits 3 • 

State Enter- 4.28 4 .71 5 . 18 5.70 6 .27 6.90 7 .57 
prises 4. 

Public Sector 12.82 20.84 30.32 41 .29 53.98 68.63 85.42 
Savings 

1. Projected 12% growth rate from 1983. 

2. Projected 6% growth rate. 

3. Projected at 3% of GOP market prices. 

4. Projected at 1% of GOP market prices. 
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D 0 MIN I C A 

COUNTRY PROGRAMME 

ECONOMIC OBJECTIVES & STRATEGIES 

The period 1980-81 was marked by abnormally high growth rates 
as the economy began the process of recovery from the debili­

tating effects of the 1979 hurricane. In 1982-83 economic 

growth levelled off at 2.4 per cent per annum. In 1984 despite 
the production and marketing problems experienced by the leading 
industrial enterprises, the economy registered a four per cent 

growth rate - this growth performance was aided by the recovery 
of the agricultural sector and significant expansion of the con­
struction sector. It is estimated that growth slowed in 1985, 

consequent on the levelling off of the major road,reconstruction 
projects which peaked in 1984. Moreover the problems which af­
fected intra-CARICOM trade in 1984, remained largely unresolved 

in 1985. 

In 1984, agriculture contributed 30 per cent of GDP, manufac­
turing 8 per cent and government services 23 per cent. 

Dominica's economic structure is characterised by low produc­
tive capacity, weak public finances and weak balance of payments. 

The key development issues centre on the need to raise output 
and exports and to increase' public sector savings. Success in 
tackling these issues is expected to help to reduce unemploy­

ment, a principal goal for Government's policy. Over the five­
year period to 1991 the Government is aiming at an average annual 

rate of growth of five per cent and to provide the basis for 

reduced unemployment and self-sustaining growth in the long­
term. 

~J 
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The strategy calls for strong support for private sector 

activity, extra-regionally orientated production of tradition­
al and non-traditional agriculture commodities and processed 

foods, expansion of the manufacturing sector and a systematic 
approach to the growth of the tourism sector. 

Unemployment is expected to be reduced through tax policy to 
stimulate housing construction, and through land settlement and 

rural development programmes. 

The strategy will be underpinned by appropriate fiscal policy aimed 
at maintaining a balance on the fiscal and balance of payments, 

accounts. 

POLICY ISSUES 

Dominica's economic situation is characterised by a weak balance 

of payments situation and weak public sector finances. This calls 
for concerted action at the macro-economic and sectoral levels 

_ to raise the level of public sector savings and ,to increase the 
levels of output and exports. 

MACRO-ECONOMIC ISSUES 

Dominica's public sector is very large in relation to GDP -
public investment accounts for about 30 per cent of GDP and over 
60 per cent of gross investment. Significant progress has been 

made in the last two years and effective measures are being taken 
to control current expenditure"especially wages and salaries, 
and to generate sufficient savings to help finance public sec­

tor investments. Success in this area will reduce the upward 
pressure on tax rates and increase the availability of loanable 

funds to the private sector and facilitate investment and growth. 

Raising the level of public sector savings requires that action 
be instituted in the following areas -
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(i) Wages and Salaries 

The Government fully accepts the need to keep wages and 
salaries in check and proposes to work towards a national 

concensus on income£ and prices policies, within the con­

text of the country's macro-economic situation and pros­
pects, and within the context of alternative policy 
measures. Necessary corrective'fiscal and other measures 
will be employed to reduce the pressure on the balance of 
payments. The Government has already achieved significant 
progress in keeping public sector wages and salaries in 
check and is committed to continuing its efforts in this 
direction. It is proposed to operate on wage and salary 
in the public sector and on the share of wages and salaries 
in recurrent expenditure. It is expected that in the future 
development of a country programme for Dominica, acceptable 

targets will be agreed for the share of wages and salaries 
in recurrent expenditure. Through its ongoing efforts in 

public administrative reform and organised support for pri­
vate sector activity, the Government expects to be in a 
position to streamline the public sector, provide for greater 
efficiency, and provide greater employment opportunities in 

the private sector. 

(ii) Public Expenditure Control 

In addition to its efforts to control the share of wages , . 

and salaries in total expenditure, the Government will 
work tow,ards further control of public, expenditure in 

order to maximise the local contribution to public sector 
investment. This will be done through training programmes 
in public sector financial management and expenditure con­

trol and accountability and through the ongoing efforts 
in administrative reform and reorganisation. 

, ~'V 
1 
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(iii) Divestment 

The Government's errorts to control public expenditures and 

increase public sector savings will be assisted through a 
continuation or its policy to divest from public ov quasi­

public enterprises. Government has already elimina~ed pub­

lic sector sUbventions to all public or quasi-public agencies. 
The Government will seek to ensure that the reorganized 
Dominica Export-Import Agency is properly instituted berore 
deciding on the extent or governmental involvement in its 

operations. 

(iv) Public Administrative Reform 

There is an exercise currently intended to lead to a com­

prehensive reorganisation of the public service. This 

exercise is being carried out with the assistance or eIDA. 
through the Inter-Agency Resident Mission." Implementation 

of the recommendations coming out of this exercise is ex­
pected to lead to a streamlined and more productive public 
service. which is expected to impact positively on the pub­
lic sector finances. 

(v) Public Sector Investment Programming 

The Government recognises the need to increase its capa­
bility to properly formulate public sector investment 
programmes and'proposes to take advantage of formal and 
informal training opportunities to increase national ca­
pability in this area in a way which integrates budgeting 

into national economic planning. 

(vi) Unemployment 

It is a major goal of policy to reduce unemployment. 

Success in raising output and exports and in increasing 
public sector savings will help to reduce unemployment. 

01 
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The government proposes to employ fiscal policy to stimu­
late the construction sector and to impact directly on 
employment. The Government's land sett lement and rural 

development programmes are intended to provide increased 
opportunities for gainful employment. Success in following 
the various strategies for increa.sing sectoral output es­

pecially in manufacturing, will contribute to reducing 
unemployment. 

SECTORAL 

There is an urgent requirement to increase the efficiency and 
output of all economic sectors to make for reduced unemployment 
and balance of payments improvement. 

(i) Agriculture 

The chief policy objectives in agriculture are to revive 
the lagging traditional sectors of bananas and citrus, and 

to diversify the agricultural base. Successive programs 
to address specific problem areas of the ailing banana in­
dustry include a major restructu~ing of the marketing branch 

of the industry, UK technical assistance for financial 
management, and the adoption of field packing, which has 
reached some 65 per cent in 1985, and is targeted to reach 

90 per cent by end 1986. These programs have resulted in 
efficiency gains at the Banana Marketing Corporation, 
improved fruit quality and a higher price to the farmer. 
The industry, however, continues to turn in a disappointing 
performance, production being still some 2 a per cent below· 

the 1978 levels. To stimUlate production to prehurricane 
levels (a target of 50,000 tons by 1988 has been set), 
it is necessary to promote further improvements in produc­

tivity and farmgate price. Further cuts in operating costs 
will be sought in order to achieve a higher producer price. 
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One option under consideration is refinancing of the 

burdensome growers' debt outstanding to the domestic 
banks, which currently absorbs about EC3 cents per lb. of 

bananas. To address the productivity issue, Government 
is focusing on the problem of farm access roads, resolu­

tion of which W9uld reduce the amount of rejected fruit 
and acclerate the adoption of field packing, which itself 

is a productivity-enhancing method. Government may also wish 
to consider reviewing the adequacy of research relevant to 

Dominica's conditions. 

A major challenge for the citrus industry has been identi­
fication of markets for processed citrus products following 
the closure in 1979 of expatriate-owned processing facili­

ties. Some progress was made during the last year and mar­
kets are slowly being developed, particularly in the U.S. 

The remaining task is to raise production levels for grape­
fruit and lime to the capacity levels of the processing 

plant now operating under government ownership, only at 
50 per cent of capacity. To tackle the grapefruit problem, 

government is giving active consideration to restructuring 
the Citrus Growers' Cooperative Association somewhat along 

the lines of the restructured Banana Narketing Corporation. 
The ongoing lime rehabilitation project, begun with EDF 

financing, may need to be accelerated. Production will 
have to be increased t'o facilitate full-plant operation of 
the lime-processing plant. 

Success of the treecrop diversification scheme, the planting 
phase of which was completed in 1985, is conditional upon 
the availability of markets once output exceeds regional 
demand in another two years. Two approaches are being 
pursued: market studies to, assess the demand in Europe, 

the United States and Canada; and restructuring the existing 
marketing agencies to increase their effectiveness. Inade­

quate shipping links pose a problem for reaching certain 



US and Canadian Markets. The Government is also exploring 
together with the other Windward Island Governments the 
possibilities for joint marketing arrangements. 

An important element of the Government's employment stra­
tegy is the distribution and settlement of government­
owned lands. The process of land allocation has begun 

following the design of rural development strategies by 
the OAS for designated locations. The Government is 
seeking from IFAD a second line of credit for small far­

mers to cultivate some 2,000 acres of land in a variety of 
crops within the framework of an integrated rural develop­
ment proj ect. 

(ii) Industrial Development 

The Government's industrialization strategy has focussed 
,on the establishment of agro-manufacturing for export to 
the CARICOM market. Recent CARICOM-related trading pro­

blems point clearly to the need for a reorientation of 
the thrust of manufacturing activity to extra-CARICDM 
markets. The investment prom?tion strategy needs to be 
more effectively groved to take advantage of preferential 

arrang?ments such as the Caribbean Basin Initiative and 
the Lome Convention. 

It is proposed to lend further support to small and 

medi'um-scale manufacturing for the domestic and export 
markets by providing training and technical services 

through industrial nurseries and through other appro­
priate institutional and policy support. In particular 
the Government intends to lend active support to efforts 
to access the relatively large markets of the,neighbouring 
French Islands of Martinique and Guadeloupe. 
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( iii) Tourism 

Tourism certainly has the potential to make a larger 

contribution to income and employment in Dominica. A 
tourism sector plan is being formulated to provide a 
framework for increased investment in the sector. It 

is hoped to attract institutional and private capital 
for the development of Dominica's unique tourist attrac­
tions. A major prerequisite for take-off in this sector 

relates to the need for infrastructural development to 
facilitate access to tourist attractions. Efforts are 
currently being made to obtain expert assistance for 

improved marketing and for product development. 

(iv) Natural Resources Management 

Domini.ca's water and forest resources are its two most 
significant assets. To effectively develop and exploit 

these resources for export, however, Dominica needs to 
determine: the effective carrying capacity of the land; 

the sustainable yield of the forest; the minimum amount 

of watershed that must be maintained to prevent erosion 
and silting of lakes, rivers and streams; maximum po­

tential for hydro and geothermal electric generation; and, 
the economic potential for export of water through commer­
cial barging. The Government recognises the need for a 
natural resources plan and policy based on a survey of 
existing resources. It is proposed to carry out a natural 
resources survey and to obtain other reievant assistance 
for planning and implementation. 

NEEDED PROGRAMME INTERVENTIONS 

The programme interventions necessary for bringing about the 
policy changes required must be carefully formulated and effec­

tively executed. A definitive statement of these should derive 
from further discussion between Dominica Government representatives 
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and officials of the donor agencies involved in the Special 
Development Facility. 

Yet it is possible at this stage to give an indicative listing 
. of the kinds of pro.gramme interventions that might be necessary 

to make for increased growth and employment in agriculture, manu­
facturing and tourism -

in agricult ure: 

in manufacturing 

technical and financial assistance to the 
banana industry to improve yields, packing, 

landing and marketing; 

- extension and applied research in non-tradi­
tional export crops; 

- greater private investment in agro-proces­
sing; 

~ secure overseas markets for primary and 

processed non-traditional agriculture; 

- rural development and land settlement; 

investor search services; 

- improved efficiency of public administra­
tion; fiscal policy and incentives· for 
private sector; 

fostering encouragement of industrial 
nurseries with complementary support ser­

vices; 

- formulating clearly defined policies for 
encouragement of private, domestic and 
foreign investment; 

- adequate physical infrastructural support; 

- export marketing institutions; 



in tourism: 
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tourism sector plan; 

- technical assistance for product development 

and marketing; 

- financial assistance for improvement of 

tourism infrastructural facilities; 

- encourage marketing and promotional efforts 

of private sector; 

- within the framework of country's macro­

economic programme, to increase linkages 
between tourism and agriculture and industry. 

FINANCING GAP AND FINANCING PLAN 

Although proj ects have not yet been identified beyond 1986/87, 
the size of the PS'IP as indicated below and envisaged under the 

adjustment programme, is broadly consistent with the country's 
restructuring objectives of accelerating economic growth, gen­

erating employment and strengthening the balance of payments. 

However, the achievement. of the requisite level of investment and 
consequently the targeted (5 per cent per annum) level of growth, 

is very much dependent on the inflow of external resources. The 
PSIP will, over the period, continue to emphasize the physical 

infrastructure which is so essential to ensure a sufficient level 
of private investment. 
agricultural sector and 

Emphasis will also be given to the 
to the provision of support facilities 

for the industrial sector. 

Over the six-year period July 1986 to June 1991, Dominica is pro­

j ected to have a financing gap of US$I.201 million, or on average 
US$4 million per annum. (See Table 1). This projection must 

necessarily be tentative and is intended at this stage merely to 
give an indication of the required financing magnitudes. The 
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TABLE I \ 

DOMINICA'S PUBLIC SECTOR FINANCING ~UIREMENT* 

(1982-1991) (US$ MILLION) 

1982/3 1983/4 1984/5 1985/6 1986/7 1987/8 1988/9 1989/90 1990/1 1990/2 

1. 'lbtal Financing 13.00 16.0 23.60 30.40 23.10 25.20 25.30 27.50 _25.00 26.50 
Requirements 

2. Public Sector capital 12.30 14.8 21.00 27.50 20.40 22.30 21.70 23.70 21.50 23.40 
expense 

3. Amortization 0.70 1.10 2.30 2.30 2.50 2.90 3.60 3.80 3.50 3.10 

4. other debt objections 0.00 9.10 0.30 0.60 0.20 0.00 0.00 0.00 0.00 0.00 

FINANCING 

5. Public Sector savings -0.?0 0.90 0.04 1.11 0.40 2.21 ~.62 5·26 7 ·17 7·81 
rl 6. Domest-ic borrowing -2.90 -0.50 2.80 0.00 1.52 0.45 0.43 0.47 0.43 0.47 
rl 

7. Total Domestic -3.40 0.40 2.84 1.11 1.92 2.62 4.05 5·73 7.61) 8.28 
Financing 

8. External Financial 16.40 
Requirement 

15.60 20.80 29.29 21.18 22.58 _ 21.25 21. 77- 17.40 18.22 

9. Project-related grants 14.90 9.70 16.30 22.70 1$.50 18.60 18.20 19.20 17.80 18.00 
ani loans 

10. Financing Gap 1.50 5.90 -4.50 6.59 2.68 3.9? 3.05 2.57 (0.40) 0.22 

• See notes to Table I, Page 13 
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projection rests on a number of critically important assumptions 

(see notes to Table 1) relating to the share of public investment 
to GDP, the level of financing from domestic sources and the level 
of project related external financing. It is expected that the 

projection of the external financing requirement will be revised 
in the course of the detailed discussions to take place in pre­

paration of the country programme. 
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NOTES TO TABLE 

GDP at current market prices is targeted to grow 
at 9% annually; total investment is projected 
at 30% of GDP; public sector investment is tar­

geted at 67% of total investment in 1986 and 1987. 
60% in 1988 and 1989. and 50% in 1990 and 1991. 
1985/6 figures 

December 1985. 

are based.on actual data for July­
Data for 1982-84 are actual. 

Based on IMF projections. 

Projected arrears. It is assumed that all arrears 

will be cleared by FY 1986-87. 

Public sector savings are projected to increase 

from 0.05% of GDP in 198~ to 1.4% in 1985. 1.5% 
in 1986. 2% in 1987. 3% in 1988. 4% in 1989. and 
5% in 1990 and 1991. 

Projections are based on Government's policy of 
restricti.ng public sector borrowing from domestic 
sources in order to release resources for invest­
ment by the private sector. and are consistent with 
the strategy of creating conditions favourable to 
private investment. Domestic'borrowing is projected 

at 2% of public investment over the period from 

1986/7 • 

Projections based on anticipated scope for grant 

and loan financing. 

Residual. 

I 

~'lJ 



GRENADA 

Summary 6f Proposed Country Programme for 1986-91 

Preamble: (i) 

(ii ) 

Projections of the main elements of the 

Macro-economy of Grenada, Carriacou and 

Petit Martinique over the 1986-91 planning 

period. 

Data sources include studies on the Grenada 

economy by the C.D.B, the I.M.F., the 

World Bank, U.S.A.I.D., and programmes in 

preparation by the Ministries of Finance and 

Government ministries and departments. 

(iii) Continuous examination. of issues will lead 

to clearer definition of programmes. 

1. Macro-economic Objectives 

(i) Maintenance of a high rate of total investment at about 

levels between 35% and 40% of gdp. Private sector 

investment wh~ch averaged 7% of gdp in the 1982-R4 

period is expected to increase in proportionate terms 

to about .15% of the gdp in the latter years of the 

planning period. (See Table 4). 

Real gdp growth of between 3~% and 4% per annum to be 

achieved by: 

agricultural growth rate of 4% per annum; 

manufacturing sector increase of around 6% per annum; 

http:examination.of
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gro~th rate of tourism a~eraging 15% per annum; 

Government services to be held at the 1985 level 

in real terms throughout the planning period. 

(See Table I). 

(iii) Public sector savings to be increased from about 3% of 

gdp cO about 6% of gdp. 

(iv) 

Cent~al Government savings will be the major source of 

growth of public sector savings (See Table 5). 

Growth in production directed towards increased exports 

of goods and services which will increase in proportion 

from slightly under 60% to about 70% of gdp at the end 

of the planning period. 

(v) Ratio of imports of goods and non-factor services should 

not exceed the 1985 level. Imports of goods for consump­

tion purposes should fall in relation to gdp to allow 

(vi) 

for increases in proportion of intermediate and capital 

goods. 

2% annual growth in net employment from growth in 

employment {n infrastructurel development, hotels, 

residential and non-residential construction. This will 

generate 50% of new employment. 

~J 
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Public sector employment will decline. Estimates will 

be provided later as fiscal reform programme is 

finalised. 

(vii) Debts were rescheduled in 1985 to manageable proportions. 

Further debt rescheduling negotia~ions will be pursued 

when appropriate. 

2. Main Policy Areas and Constraints to Development 

Policv Areas , 

(i) Liberalisi?g the economy to allow far greater invest-

ment by Grenadians at home and abroad and by foreigners 

willing to participate in the development objectives of 

Grenada either on their own or as joint venture part-

ners. 

Programmes to raise productivity of labour, yields of 

agricultura~ land, and higher rates of investments. 

(iii) Policies to reflect costs more fully in prices, includ-

ing exchange rates and interest rates. Approaches to 

secure joint approaches at regional level in respect of 

exchange rates and interest rates. 

(iv) Greater efficiency of public enterprises achieved by 

privitization of the majority of the enterprises and by 

placing others under decentralised statutory bodies 

managed in accordance with clearly established accounta-

bilities. 
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Recommendations of Working Group Report in early 1985 are 

b2ing implemented. 

(v) Training to fill gaps in managerial and middle level skills. 

(vi) 

U.S.A.I.D., O.A.S., and Grenada Chamber of Industry and 

Commerce (GCIC) have mounted training programmes to compens­

ate partly for skills lost through migration and to inculcate 

entrepreneurial skills and attitudes. 

Improving the education system to provide the necessary 

knowledge and values to aid higher productivity. 

,Constraints 

(i) Image factors which affect confidence. This affects 

policies designed to attract investment and skills to 

(ii ) 

(iv) 

Grenada. It also impacts unfavourably on the environ-

ment for attracting tourists. 

Shortage of skills 

Deficiencies in the transport and commun~cations infra-

structure. Despite investment of about EC$240 million 

in'the last four years, an additional EC$80 million to 

EC$lOO million is needed to make transport and communica­

tion system efficient. 

Inadequate scientific and technological base. 

c\bo 
I 



- 5 -

(v) Complexities in se.curing the maximum advantages 

from sub-regional and CARICOM co-operation. 

(vi) 

(vii) 

Prote~tionism in the external markets in CARl COM 

and in the developed countries. 

Instability in the currency values of Grenada's 

main trading partners. 

(viii) Necessary time for cOnceptualisation of training 

programmes, for securing personnel and for formulat­

ing policies. 

3. Sectoral Targets 

(i) Overall agricultural production to be increased by 

about 20 to 25% over the next 5 to 6 years. 

(ii) 

(See Table I). 

Revitalising and diversifying agriculture to include 

orchard cultivation - avacados, passion fruit, papaya, 

mangoes and non-traditional crops. 

(iii) Model farms programme to be an important element of 

the farming programme. 

(iv) Annual growth of the major agricultural exports 

is projected in Table 2. 

/ 
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Manufacturing 

(i) Present emphasis in manufacturing is on the construc­

tion of factory shells. Average annual growth of 6% 

projected over the planning period. 

(ii) 

Tourism 

40,000 sq.ft. under construction in 1986 should 

increase to 100,000 sq.ft. in 1990. 

Present share of manufacturing in gdp will not increase 

by more than one percentage point because contribution 

of manufacturing is still sm~ll. 

(i) Present plans envisage a doubling of growth in foreign 

(iii) 

(iv) 

exchange earnings from tourism. 

Number of rooms is likely to increase from present 

levels of 600 to about 1500 at the end of the planning 

period. 

Stay over visitors to increase by about 70% from the 

current level of 43,000. 

Uneveness in tourism performance expected. In Table 

3, index relates to end ·of planning period levels. 

Even growth projected in Table 1 - included only for 

estimating likely intermediate bench marks. 
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4. Strategy and Interventidn Programmes 

(a) Overall macro-economic issu'es 

(i) A very tentative project~on of the relationship between 

the supply and use of resources is given in Table 4. 

(ii) Emphasis as earlier indicated on maintaining a high 

rate of investment of almost 40% of gdp. 

(iii) Fiscal policy to be designed to encourage the relatively 

high levels of private investment proje~ted in Table 4,. 

(b) Fiscal Reform 

(i) Fiscal reform is clearly crucial to the investment and 

the growth objectives. 

(ii ) Considerable amount of study necessary for the design 

of specific measures to achieve investment objectives. 

(iii) Taxation and expenditure approaches together with the 

management of the public enterprises are expected to 

public sector saVings from 3% of gdp in 1985 to about 

5 to 6% of gdp in 1990 to 1991. (See Table 5). 

(iv) Studies are not complete and it is now possible to, 

provide only a time table of the fiscal review work 

programme. 
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This is summarised together with what has been achieved as 
, 

follows: 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

Action. 

Seminars to sensitise Public Officers 

of Reforms to the Budgetary Process. 

Preparation of programmes for inclusion 

in the 1986 Budget. 

Review of existing taxation system and 

broad elements of new tax structure. 

Review of it~m (ii) an~ incorporation of 

agreed programmes in the Budget. 

Minimising cost of programmes by 

incorporating proposals of an Organisa­

tion and Methods report. 

Development of output measures of 

programmes. 

Cadastral mapping to be completed 

(viii) Completion of Valuation Roll for 

Property Tax. 

(ix ) 

(x) 

New proposals for income tax rate 

structures. 

Budget preparation programme 

Date 

October, 1985 

November, 1985 

November, 1985 

De cember, 1985 

December, 1985 

January to April, 

1986 

May, 1986 

September, 1986 

October, 1986 

November to 

December, 1986 

, 
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(c) Monetary Policies 

(i) Design of and rates on instrumen~ for facilitating the 

(ii ) 

(iii) 

(iv) 

int.rmediation process and for ensuring the efficient 

use of mobilised resources. 

Closer supervision of the system for credit alloca­

tion. A Uniform Banking Law for application to the 

OECS sub-region will be enacted 'in 1986 and adjustments 

to the structure of the financial system will ~roceed 

in the context of the Law. 

Grenada has co-operated with the Eastern Caribbean 

Central Bank in the study- of the likely impact of an 

exchange rate change on the economy. 

Debt servicing difficulties are likely to worsen the 

present imbalance of the Current Budget. As already 

mentioned, necessary steps are being taken to improve 

the Budgetary balance, recognising that the capability 

for managing an exchange rate change is crucial for 

deriving the benefits from the change. 

Greater reliance is being placed on harmonising fiscal 

measures for providing support to farmers in the export 

sector. 
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(v) Notwithstanding these difficulties, Grenada.will continue 

to contribute to a study of approaches for joint exchange 

rate action. 

(d) Sectoral Adjustment Issues ~nd Intervention/~ction Time Frame 

Agriculture 

(i) Major issues - revitalising farms 

(ii) 

(iii) 

(iv) 

- diversifying agricultural output 

- increasing the participation of young 

farmers 

- acquiring the technology to increase 

yields 

- increasing prices paid to farmers. 

Model farms to be developed for increasing farm 

productivity and for attracting young people into farm­

ing. 

Of the 3500 acres of Government owned land, 2500 acres 

will be available under the Model Farms Project to be 

allocated to young farmers and graduates of farm 

schools. 

World Bank and CDB are participating in a Project specific­

ally designed for diversification of agricultural 

output. 

Progressive reduction and eventual removal of export 

duty on cocoa. 
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(v) Streamli"ning and improvement in the operations of the 

producer associations~ 

(vi) Linkages with manufacturing activity and with the tourism 

sector form key aspects of the development strategy. 

(vii) Capital p~ojects included in Table 6 will emphasize 

diversification and feeder roads. 

Manufacturing 

(i) Factory space to be developed as set out in the Sectoral 

Targets in Section 3. 

(ii ) 

(iii) 

Tourism 

Funding from CDS and from USAID through the Eastern 

Caribbean Central Bank is already available. 

Improvement in transport to complement facilities 

provided by the new"airport. 

Provision of credit for the finance of working capital 

to be made through the commercial banks. 

Export credit guarantee arrangements available through 

the Eastern Caribbean Central Bank to be utilised for 

facilitating exports of manufactures. 

(i) Constraints include: 

image factors mentioned earlier 

inadequate room capacit~ 

weak infrastructural facility 

poor marketing of the Grenadian tourist product. 
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(iv) 
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P·ublic Sector Investment Programme designed to reduce 

constraint of poor infrastructure. 

Room expansion programmes already in operation. 

180 rooms have been added since the Ramada Inc. began 

operations in January 1985. 

Promotional programmes being developed uuder the regional 

programmes managed by CTRC. 

(v) Grenada pursuing airline operations to take advantage of 

greater demand for the Grenadian tourist product. 

(vi) Locally tourist attractions to be developed to provide 

greater appeal to tourists. 

6. Public Sector Investment ~rogramme (PSIP) 

(i) Programme will be managed wit.hin the financing availabilities 

as set out in Table 7. 

Sectoral distribution of the programme analysed in Table ~ 

h"ighlights the. importance of investments in Transport 

and Communications and Publ~c Works. 

(ii) Main Projects of the PSIP are as follows: 

(i) Agriculture 

(a) Agricultural Revitalizaxion 

The main objective of this programme is to 

reh~bilitate the agricultural sector through the 

provision and strengthening of the necessary 

support such as p~st management, fertilizer subsidy 
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schemes~plant pathology and training. 

Financing Source: USAID 

Terms & Conditions: Grant 

Duration 1984 -·1986 

(b) Crop Diversification Project 

The project aims at providing support services and infra-

·struct~re·necessary for the rehabilita~ion of existing 

crops, as well as introduce new plantings on some 3000 ac~es 

of farm land. 

Financing Source: IBRD/CDB 

Terms and Conditions: Soft Loan 

Duration: 1986 - 1989 

(c) Model Farm Development 

The project aims at bringing government owned farms under direct 

cultivation by interested farmers. The project is designed to 

create a series of model farms of 5 - 15 acres under lease/ 

purchase agreements with farmers. 

Financing Source: Not fully determined. 

(ii) Tourism 

Development of Tourism Attractions 

This entails the development and upgrading of historical and 

natural areas of interest and beauty in order to give more 

opportunities to visitors to enjoy their visits to Grenada. 
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Seven pre-selected attractions are planned to be developed 

in 1986. Other.attrac%ions are to be phaied as financing is 

negotiated. 

Financing Source: USAID 

Terms and Condit·i·ons: Grant 

Duration: 1986 

(iii) Infrastructure 

(a) Roads 

A number of road programmes will be undertaken, chief of 

which are:-

The Eastern Main Road, which entails the reconstruction 

of the entire .toad endinD at Sauteu rt p " rs, v. atricks. About 

20 miles of road are expected to be reconstructed. 

The Western Main Road which includes the reconstruction 

of the main arterial road leading from St. Georges on the 

West coast for some 5.42 miles. 

Roads & Bridges Repair: This programme seeks to repair 

and rehabilitate a number of primary and secondary roads 

spread throughout the island. 

Financing Sources: CDB/EDF/USAI"D 

Terms: Loan (eDB), Grant (USAID/EDF) 

Duration: 1986 - 1989 
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(b) Water 

~ading of Rural Water' Systems 

This is a phased programmr of improvement and expansion of 

the water systems in selected rural areas. The work ,entails 

purchase and laying of distribution lines, building of dams, 

pipe replacement and increasing s~orage and filtration 

systems. 

Financing Source: CDB/USAID/CIDA 

Terms and Conditions: Gran t 

Duration: 1986 - 1990 

Concord Water System 

The development of the dam, filtration, storage and distribu­

tion network for harnessing Concord River. A total volume 

of 2.0 mgd is expected to service St. George's and the main 

tourist and industrial centres of the island. 

Financing Source: CIDA 

Terms and Conditions: Grant 

Duration: 1988 - 1990 

(c) Energy 

Expansion of generating capacity: GRENLEC 

This entails the acquisition of 2 new generators to increase 

the capacity of the electrical generating plant. The programme 

also includes a phased overhaul and re-conditioning of aged 

generators. 



(iv) , 

1-6-

Financi'ng Sou'rc'e (s): USAID, BDD 

Terms and 'Co'nditions: 

Dura tio~n: 1986 - 1988 

Industry 

Industrial Estate Construction 

This entails the construction of 40000 sq.ft. of factory 

space in the South-West portion of the island. 

Financing Sou~ce: CDB 

Ter~s and Conditions: Loan 

Duration: 1986 - 1987 



Redl GO? at Markee Prices 

Agricul!-uro 
Crops 
Livestock.forestry & Fishing 

QUdJ"rYlng 
~anuracturing 

El~ctrlcity and _ater 
Cona.lructlon 
7runsport Bnd Communications 
liotels and Restaurants 
.holt~alo· and retail ~rQdc 
Fin3hce and Housing 
Covernm~~t ServLces 
Ott.!:r ServiCes 

h~~l GS? nt Market Prices 

. J.grlcul turo 
Crops 
Livestock, forestry and tishing 

Quarrying 
Manufacturing 
Electricity and ~ater 
Con&tructloQ 
Transport and communications 
Hotels .uu1 restaurants 
Whol~sdle and retail trade 
Fin'ar.ce dnd HOuslng 
u~v~~r;~nt S~rvlees 

1980 

40.4 
34.8 

5.6 
1.6 
8.6 
3.7 

11.3 
12.5 
7.4 

30.3 

10.7 
35.4 
7.8 

19B1 

46.6 
41.1 
5.5 
2.1 

11.5 

3.6 
14.6 
12.6 
7.4 

29.7 
10.9 
35.B 
8.4 

Gil.EN~CA ftr...u. Gr.? BY !:::'CTCfU.L ORIGI U 

(In Millions of He dollars) 

19B2 

40.1 
34.6 
5.6 
2.3 

13.0 

3.7 
15.9 
n.B 
7.1 

31.6 
11.9 

36.1 

8.7 

19B3 

41.1 
35.1 
6.0 
1.B 

11.7 
3.6 

, 12.7 
,13.5 
7.4 

30.4 
12.0 
36.1 

B.6 

Prel. 

19B4 

41.2 
36.1 
5.1 
1.B 

10.1 

3.6 
12.9 
13.B 
9.1 

30.9 
12.1 

3B.4 
e.6 

(Annual percentage Changes) 

-5.4 
-8.0 
19.1 
33.3 
6.7 
2.B 

21.9 
5.3 

-6.3 
1.4 

5.2 
1.4 
2.0 

15.5 
16.2 
-1.6 
31.5 
34.3 
-2.7 
28.5 
0.8 
0.0 

-2.1 
1.9 
1.1 
7.7 

-13.9 
-15.9 

1.3 
9.3 

13.3 
2.B 
B.9 
9.5 

-4.1 
6.3 
9.2 
O.B 
3.6 

2.5 
1.6 
7.7 

-21.7 
-9.9 
-2.7 

.. 19.8 
-2.2 
4.2 

-3.7 
O.B 
0.0 

-1.1 

0.1 
2.7 

-15.2 
0.0 

-13.9 
0.0 
1.6 
2.0 

23.5 
1.7 
1.0 
6;3 
0.0 

1985 

3B.5 
32.9 

5.6 
2.0 

11.3 

3.7 
14.7 
14.2 
12.6 
31.5 
12.2 
3B.B 
8.6 

~ 

-6.4 
-B.B 
10.7 
10.0 
11.4 
2.0 

13.6 
3.0 

37.7 
2.0 
1.0 

1.0 
.0 

$uU:,C=": Min!s<ry ot f1n.lllce, 4f1d UIF Mission Estimates. 

~v."~."':r,""·~· , , 

TAIl!.E: I 

Proj~c'tlons 

19B6 

39.B 
34.0 

5.B 
2.1 

11.9 
3.B 

15.5 
14.6 

14.5 
32.5 
12.5 
3B.B 
e.6 

3.3 
3.5 
2.0 
6.0 
6.0 
3.0 
6.0 
3.0 

15.0 
3.0 
2.0 

0.0 
0.0 

19B7 

41.5 
35.6 
5.9 
2.2 

12.7 
3.9 

16.5 
15.1 
16.6 
33.B 
12.7 
3B.B 
B.6 

4.2 
4.5 
2.0 
6.0 
6.0 
3.0 
6.0 
3.0 

15.0 
4.0 
2.0 

.0 

.0 

1988 

43.2 
37.2 
6.0 
2.3 

13.4 
4.0 

17.3 
15.5 
19.2 
35.1 
13.0 
3B.B 
8.6 

4.2 
4.5 
2.0 

5.0 
6.0 
2.0 
5.0 
3.0 

15.0 
4.0 
2.0 
0.0 
.0 

~ . .......... " 

19B9 

45.0 
3B.9 
6.1 
2.4 

14.2 
4.1 

18.0 
16.0 
22.0 
36.5 
13.3 
3B.B 
B.6 

4.2 
4.5 
2.0 
4.0 
6.0 
2.0 
4.0 
3.0 

15.0 
4.0 
2..0 .. 
.0 

•• 0 

1990 

46.9 
40.6 
6.2 
2.5 

15.1 
4.1 

18.5 
16.3 
25.3 
38.0 

1'.5 
3B.B 
B.6 

4.2 
4.5 
2,0 

3.0 
6.0 
1.0 
3.0 
2.0 

15.0 
4.0 
2.0 

0.0 

.0 

• ,',"" ~t.~,·\ 

, ,~~'::.:. : 



GRENADA: Table 2 

Volumes of Agricultural Exports 

(Millions of Kilograms) 
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Bananas 9.30 8.86 8.59 7.90 8. 14 8.38 8.63 8.89 9. 16 9.44 

Nutmegs 2.04 2.61 2.89 3.29 2.55 2.66 2.76 2.87 2.99 3.11 

Mace 0.33 o .31 o . 15, 0.22 o .26 0.27 0.28 0.29 0.31 0.32 

Cocoa 2. 10 2.23 1. 86 2. 18 2.23 2.33 2.42 2.52 2.62 2.72 

Fruits & 

Vegetables 2.63 7.44 8.40 19.47 11. 73 13.13 14.71 16.48 18.45 20.67 

Table 3 

Grenada Tourism: Index of Tourism Earnings 

1982 1983 1984 19R5 1986 1987 1988 1989 1990 1991 

Estimated 

forei'gn 

exchange 

receip ts 

Index 

1985 =10'0 72 .83 62.11 72.78 100.0 198.00 



Grenada: Growth and Use of Total Resources 

(in millions of EC dollars at 1980 prices) 

1982 1983 1984 1985 1986 1987 1988 

~ . ' , , -- ., 
GDP at market prices 180.9 177.2 178.3 183.6 190.0 197 .6 205.5 214."7 224. f 

Imports of goods & 
non-factor ,services 205.4 203.6 189.9 217. 9 223.6 208.4 217.9 223.3 230. ( 

~. 

413'~6'0 Total Resources 386.3 380.8 368.2 401.5 423.4 438.0 455.: 

, 

Public Investmen t 88.9 79.6 65.2 90.9 61.4 32.7 41.1 38.6 33. 

Public Consumption 47. 1 46.8 50.2 53'.5 53.0 53.7 54.3 54.9 57. : 

Private Investment 12.2 6.1 8'.5 13.0 35.8 47.8 46.7 40.4 41.: 

,Privat,e Consumption 134.4 142.8 127.6 138. 1 139.9 142.8 147.2 153.0 159. 

Total Domestic 282.6 275.3 261 .5 295.5 290.1 277.0 289.3 286.9 291. 
Expenditure -
F;xports of goods & 
non-factor services 103.7 105.5 106.7 106.0 123.5 129.0 134. 1 151 • 1 163. 

Total use of 386.3 380.8 368.2 401.5 413.6 406.0 423.4 438.0 455. 

Resources 

Investment 

Goods & Services 101.4 98. 1 83.2 111. 9 100. 1 79.4 83.8 72.2 67 • 
Gap 

Domestic S'avings -0.6 -12.4 -9.5 -8.0 -2.9 1.1 4.0 6.8 7, 

Source: ;I:he{Stat'istical Department of the Ministry of Finance and IMF Staff 
Est~mates. As noted in T bl 7 I 
gaps'in th d ' a e , osses of records here resulted in ~arge 

. e ata Wh1Ch have to be reconstrurted from alternate ,sources 
to those traditionally relied upon. 

Consequently, the IMF, the World Bank and the EAS of the OECS Secretariat 
all have nifferent magnitudes of national acco~nts. The Statistical 
Unit and the OECS Secretariat are now engaged in reconciling these 
differences to arrive at an agreed and common set of national accounts 
data. 



TABLE 5 

Grenada: Public Sector Savings 

(in millions of E.C. dollars) 

!.2n llli l..2..§l: .!..2..§j .ill2 l2.!U !..2.§.§ !.ill lllQ 

:entral Government 2.8 -1.6 3.8 0.4 1 • 1 1.2 3.7 6.8 11.2 

!ational Insurance 
Scheme 4.1 6.4 7.4 8.2 9.0 10.0 10.9 11. 9 

'ublic Enterprises 2.2 2.8 0'.6 -0.1 1.9 2.9 2.0 1.0 -0.2 

:otal: Public 5.0 5.8 10.8 7.7 11.2 13 .1 15.7 18.7 22.9 
Sector 



res Millions 

IA In E 6 
CRrNADA 

l'P'f.l JC sEcIOB JNyFSIMENT PRQGBAW"f 

1982 1983 1984 1985 1986 1987 1988' 1989 H90 199 I 

1. Agriculture 
External 
Local 

2. Indus try 
External 
Local 

3. Energy 
External 
Local 

4. Yater 
Ext ernal 
Local 

5. Transport. 
Com~unications & 
Works 

Exte~nal 

,!--ocal 

6. Public T~ans­
port Service 

External 
Local 

7. Tourism 
External 
Local 

8. Housing 
External 
Local 

9. Health 
External 
Local 

10. Education 
. Ext I!:t'nal 
Local 

11. Admins. & Public 
Safety 

External 
Local 

12. Financial 
Aquisit10ns 

Excernal 
Local 

13. Anticipated 
Projects 

External 
Local 

ll...l2 
(12.16) 

(3.60) 

J!...1l 

(0.32) 

L.Q.l!. 
(0.75) 
(0.33) 

L.2.Q 
(1.47) 
(0.03) 

LQl 
(5.88) 
(2.17) 

2.....ll 
(5.11) 
(1.56) 

LQ1 
(I. 65) 
(0.37) 

LU 
(7.53) 
(2.20) 

Q..J.Q. 
(0.30 ) 
( -, ) 

l...!!2. 
(2.34 ) 
(0.08) 

L.l2 
(1.26) 
(0.09) 

ll..ll ~ ~ 
(55.40)(42.93)(51.28) 
(10.01) (7.19) (3.71) 

U1 
(0.90) 
(0,43) 

L.l2 ~ 
(0.03) 
(1.32) (0.11) 

JW9 
(0.56) 
(- ) 

L:JJ 
(0.93) 
(0.38) 

~ 
(2.94 ) 
(0.99) 

~ 
,(1.03) 
0.32) 

!!...Q] 

(0.0:1) 

IL,g 
(0.39) 
(0.05 ) 

J....ti 
(0.8ll 
0.88 

l..:l1 
(0.76) 
(0.86) 

.2...:.!! 
(0.44) 

2...2.J 
(0.75) 
(0.18) 

:L.ll 
(3.35 ) 
(0.06) 

W,2 
0.38) 
(0.07) 

~ 
(0.5ll 
(0.99) 

ll",2Q 
(15.50) 

(3.00 ) 

~ 
(3.84 ) 
(0.37) 

~ 
(3.66) 
(0.80) 

4,lIO 
(I. 46) 
(2.94 ) 

~ 
(36.96) 
(l.04) 

.!L.1J 
(13.50) 

(3.73) 

.L.ll 
(1.81) 
(0,04) 

1...iQ 
(1.50 ) 
(2.0~) 

.l..2Jl 
(I. 80) 
(2'.10) 

I.LQ!! 
(7.47) 
(2.53) 

Jl...2l 
(O.lll 
(0.8ll 

u..l!l 
(5.10 ) 
(5.77), 

ll.ll u...t..l 
(21.99)02.88) 
(0.95) (0.77) 

.Lll 
(4.88) 
(4.49) 

ll!...ll 
(5.50) 
(5.29) 

.ll..li 
(0.96) 

0.67) 

l..Jl.l! 
(5.00) 
(1.80) 

'l...llI .lL.ll 

(1.38) (0.62) 

~ 
(1.53) 
(1.02) 

l.:..la 
(1. 23) 
(1.55) 

l.Q....QQ 
(8.50) 
(1.50) 

Lll. 
(3.60 ) 
(3.12) 

3,.jj) 
(2.83 ) 
(0.67) 

..l..1& 
<2.66) 
(0.60) 

.l...U 
(1.60) 
(3.65) 

2..,QJ) 
(8.50) 
(0.50) 

L.l!I 
(6.29) 
(0.0l) 

(4.65) (4.05) 

.l..ll 
(- ) 
(3.55 ) 

U,.Q] I.2..n ll.1J) 
(10.31)(1~.81)(13.70) 
(0.76) ( -) (-) 

2..J!l! 
(4.40) 
(0.60) 

LU 
(2.92) 
(6.31) 

ll..ll 
(0.53) 
(- ) 

2..U 
(3.75) 
(1.87) 

L.ll 
1.50 

(5.78) 

h>J1 
(1. 00) 
(4.l0) (5.00) 

L.ll ~ ~ 
(0.73)(13.30)(29.48) 
(7.08)(11.23)(17.50) 

14. Overall 
Total 

External 
Local 

~ ~ lJJ...1.2 ll..ll ~, ll.J!9. ~ L:l""QQ ZJ!.,,!!.O 2.Q.",2Jt 

(96.12)(76.17)(57.53)(69.14)(79.11)(62.37)(52.11)(45.6l)(l8.88)(27.0~ 
(12.42)(18.73)(13.26) (7.38)(19.39)(22.63)(27.89)(29.l7)(31.12)(33.09 

Source: Ministry of Finance and Planning 

Note: Sectoral distribution of investment in 1982 is being prepared. 
Necessary infrastructure investment in Transport & Communications 
has assumed very large proportions. 

I, 

http:7.38)(19.39
http:12.42)(18.73)(13.26
http:96.12)(76.17)(57.53)(69.14)(79.11)(62.37)(52.11)(459.63)(38.88)(27.09
http:7.08)(11.23)(17.50
http:10.31)(15.82
http:21.99)(12.88
http:42.93)(51.28


TABLE 7 ~ 
GRENADA: PUBLIC SECTOR FINANCING REQUIREMENTS 

(US$ MILLIONS) 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991' 

TOTAL FINANCING REQUIREMENTS 43.7 '38.6 33.3 37.6 45.7 40.5 38.4'35.5 33.0 29.3 , 
l. Public Sector Capital Expenditure 40.2 35.1 26.2 28.3 36.5 31.5 29.6 27.8 25.9 22.? 

2 • Amortisation 0.6 0.6 4.2 6.4 6.3 6.1 5.9 4.8 4.2 4.2 

3. Other Debt Obligations 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2 .,9 

FINANCING SOURCES 

Domestic 13.3 6.4 -3.6 4.8 4.2 4.9 5.8 6.9 ~ 9.2 

4. Public Sector Saving 1.9 2.0 4.0 2.9 4.2 4.9 5.8 6.9 8.5 9.2 

5. Other Domestic 11.4 4.4 -7.6 1.9 

External Financing Requirements 30.4 32.2 36.9 32.8 41.5 35.6. 32.6 28.6 .24.5 ,20.1 

6. Grants and Loans* 35.6 28.2 21. 3 25.6 38.5 32.1 28.1 24.6 ' 21. 5 ,17 .. 1-.. 
7. Statistical Discrepancy -5.2 4.0 15.6 7.2 ......, ," - ,I 

8 • Financing Gap 3.0 3.5 4.5 4.0 : ' 3 '. 0 , 3.0 

* Includes loan rescheduling operations 

SOURCES: 1. Ministry of Finance Provisional Estimates for Budget 1986 

2. World Bank Report of the Policy Dialogue Mission, October 21-24, 1985 

3. IMF Staff Estimates 

NOTE: Data for the 1982-84 period have to be used with caution due to losses of records 
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rE;'~Y'itrE:S cf :;-,t: ~,robi~iTls Jf' -s~!.a~:.:~.~ '.:".;~,::i~;·.oI.' :~,t: 
, II ~'J 

'j:'Ecu1iar circurns:~d,ceS- of ;;o~,t'S'2ri-dt. 

foreign investm2~t, partic~larly in ~curis~, ~~2 

to absorb the lirr.itec ,lumbE:rs Crt uner .. t=-10'iEC in addlticlil to 

the rEduction in numbers lrl thE: a3ricl;1t.urc~ t-'o~u~atlon 

eXPEcted to occur concomitant ~ith e~fc~ts !c incre5se 

acreages and !mprove ~fficiency En~ ~i~til~tt of unit~ i:, 

the sector. A s!Jbsidiar'y ot.j-=c~i'"e of SGve'nr.,~nt is tht.=: 

BEST 
AVAILABLE 

capacity Df the Government enab~ing it to reduce its ~res~~t 

total depende~c6 on e~ternal aid for fin~:1~ins of al1 

capital' projects, and to fina~ce sr'~a~e~ share of thE PS:P, 

and giving it greater control Gver the dirEction of ecorIOnl~( 

de.ve 1 opment. 

2. ~acroeconGmic Tarcets 

(1) 5% annua: growth of real Gross Oo~e~tic PrG2uct; 

(2) Restriction of pri~E lev~l in~reases (all it6nlS irldex) 

to not mere !hat 5~ per annum 5nd w2g~ i~:reases tJ a 

measured as per capita re~l GCP; 

, . ' .', <I • t, .' 

http:circumstal.ce
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( 4 ) Tot a 1 I n'v 12 s t IT. e n tin 8 con 0 nn" t.;;- S t:' t E: C 2. t .: ; I • U :: 1 : c. t '2 : f 

25~; 0 f GOP; 

(5) Public s~ctor Investment to be m6irlt~ln~d ~t level :f 

40:,; of total 3.nnuol domes~i( inveslrller.t or 1:):0 of' GGPj 

(6) Public Sactor Ssvinss to tis e irc:r.. 0•· '0 of GGP in 19£'5 to 

the PSIP. 

3. Macroeconomic :on;trEints 

Though the MCGtserrat eCG~OffiY is sma~l arl2 eas~1y 

susceptible to s~inlulat~GfI as a r.:.'sul~ of' :'nvt:stme..r:t, :it :5 

obvious that an econcmy oi this's!=e fSC2S n0ni~rous 

, .. 
COfls~raln .. s .. 

(a) Economy: Economic base so sma1; as to PG5t threat 

tc viability in near:,. .;,11 area':. of 

economic activity and thos~ p~act~ca~~e 

are Lis h C Q,S t ; 



AgrIculture: 

LaGDUr Force: 
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the ne~d to selectiv~l) ?ro~~ts &nd 

labour lntensive industries; 

asricu~ture land too liffilt~d l~ e~t~n~ 

to permit serious choice of ~~~ort 

agriculture ~s ~n o~tiGn Sln~E 

BEST 
AVAILABLE 

mar~etable Dut'puts WGul~ ~e tOG small tG 

Interest ship~ins; 

labour force 5.000 stro~9; 

re~uires c~reful monitcring of labour 

force distribution when new investments 

a~e b&~ns pro~os~d; 

small sizG of labour fcrC6 ~OS&S 

sp~cializatiGn ac~ievab~e and pose5 

co~straints OG trair.!~~ strat~;y; 



lr,f~a-

strl,lctur-::: 

Transport 

F:-ivate 

- 5 -

aria op-:::-ate; 

smalles~ units uSEable: 

heavy burden imposed on all sectors tD 

reF~~ debts 9£nerateci tc lGsial1 assets; 

Low potential volume of e~p~rts results 

few shipping calls and ~iscourages 

investment irl manufactu:- i:-IS which 

depends on ocean t~'cns~,o:-t or in 

agricul ture producing ~'2-ris;",ab l'es for 

e)-.por:; 

1 i IT, i tee cap a b iIi t y 0 f' t c, e a 1 r port a Iso 

S~t5 liffiits to the pcssibi1iti~s fGr 

enclave ~nterprises. 

Usins air tr~n5Port cr fer d8ve1opnlent 

of tGurism based orl l~~se hotels; 

smell an': limilEtc in e>?~rit"ncE:, hence 

its th~ust towards devs10pment and 

eCQrlo~ic diverSlficatiJns hanciicapped; 

BeST 
AVAILABLE 
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encouragEment and m~~e 5upport frCffi 

\ ' ' n 
foreign investors th2~ this sector 

tr&ditiona~ areas ~u(h as tra~ins; 

Gc.vernmerd looms 1ar2e in the total economy and 

this is inevitab~e since a rninimum 

public sector establishment is necessar'Y 

no matter what the size of the eco~omy; 

prudent management more (f1ti(a' tG 

minimize costs and ta:c burdens than in 

lar-ger states; 

certairl critical professional services 

not efficient to e@ploy arld ffiUSt be 

supplied regio~;;l1) or -f.-om donQrs; 

dO~Gr assistanc~ mor'e essent!al 8Gd 

should continue for longer than - , , 
1n Ol;)er 

OEes Member StatEs; 

though costs of government per capi!a 

are high taxes p&r c~pita.~lust be 1o~ to 

compensate in part for other 

dis~dv~ntages suffered by thE 
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populatIon. an~ tht re:~~ively hjs~ cost 

of 1 ivir,g resul ting fr:'1i na'.-ins. t.o 

import a: 1 rt:quir(::rnC'n~:. 

! Str~teQies for Achievinc the Na!iGGE1 ~Q~l; ;~~ 

ObjectivES 

(a) Gener'''] Macroeconom·ic Str"tesY 

( ~ '. .. Stimulation of & higher leve: of loc~l 

savings in the household an~ the bu~iness 

SE-c.tors as L.,le1l as takins a·:tl0n !c ensure Q 

higher] evel of put,] ie sec:Gf s2vir:gs bo~h in 

the centrar government'and in public stctar 

enterprises. 

(11) Discouragement of current hish levels of 

consumption of imports. par~i(ularly of food. 

and providing special stin,~l~s to the 

production and consumption cf mor~ lGc~l food 

products; 

Providins incentives and ~ncouragemer,t cf 

greater domestic investwen!, in resident~al; 

and hotel accommodation and introd~~iG5 

con c e s SiD n ~ for f' i.n a fI cia 1 1 f. S tit tJ -: i c. (. s :. C' 

invest in these areas; 
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(l~' In recognition of the pEculi~r econcmlC 

circumstances of Montserrat. un"dertakins a 

comprehEnsi~e r~view of the fiscal resime ~nd 

Incentives to i~v6stment In a~l sec~ors wlth 

d view to ensurIng th.::il ~iscal O~· WE'll as 

other areas of public policy 1'1 sonl8 way 

compensate for the cost logistic and other 

disadvantages of investing in this country; 

(II) Making an all out effort to encourage foreIgn 

investment in tourism and small sca~ e 

manufacturing wit~ major emphaSIS d~ring the 

current plan focussed on promotion of the 

LittTe Bay Tourism Development Project 

comprising marine. hotels. condominiums and 

shopping complex, in the financing of whIch 

Government intends to make a significant 

contribution; 

(Vi) Encouragement of the private sector to 

consider itself as the main source of 

invEstmen.t and to growth and 

development of t!,~ eccnOJiiY, .arlc previdin3 

every assistance to it :rl F ~ay:iri3 thGt role. 

( k , 
u. SpeciflC Structural Ad,iIJstmf'nt Issu.:.,:: 

BEST 
AVAILABLE 

/ f\'V' .. 
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.. ,As a result of the pecul i2[, econoolic cilcui1IS~o~CeS 
~ .. .. 

. d" .t:"~,!",~, '". C l' 1 ' n~ --e rho. .: 1 i e (J 1 n ..... 02 eLl 0 n 

Fartlcu1arly affected by the Inflation In e~~rsy cos:s i~ 

in product prices was totally transriiitted to the ~J~es!ic 

econOffii with little possibility of ~u5hionlns i~s ~fffct;. 

At the same tIme the growth of the to~rism and manufacturing 

sectGrs slowed down drastically and real GOP aclually 

decline~ in 1983. Government also recognises tha! in 

addition to the disadv~ntages c~tEd earli~r. Montserrat 

PO sse sse s r e 1 at 1 vel y h i 9 h 1 abo u reo S t S C 0 rT1j::a .... e': t..' i :. h 0 :)-"1 e r-

GEeS economies, and thot urgent action r .. l..:st b( takE:[, tc. 

ensure that our competitIve positIon is not Furthe~ er~ded, 

and that economic decline is arrested. The directio~ of 

structural adjustment policy is therefore aimed at 

(a) restrainins further labour cost increases an~ 

improving labour effici~ncy so as not to ~ndanger 

our positicn as a lOC3tio~1 for enclav~ 

€:'nt erpr i ses; 

(b) ensurins th2 profitability of inv~stffi~~~5 in !he 

tourist sector by 5uP?orting wage res!rai~! l~ 

that sector; 

(e) deriving maximum benefit froQ t~e grc~~h cf 

tourism by su~plying as nluch of the foo~ 

((~ 
I 



(d) 

(e) 
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ogr ieul ture; 
BEST 

AVAILABLE 

and Caricom l~ t&k!~~ declsions at thE r€QICn31 

level which is c~lc~lated to stlffiu~a~e e~pcr!s and 

enhance thE comp~titiv~ position of th~ resiGn 

internationally; al,d 

restrainin~ th~ lev~l of Gover~ment , ' conSIJr.,p LIOn 

expenditL:r~ and mG\ling the 1 ev e ~ of tc~cl public 

sector savings frcm 0·/ 
'0 of GOP in 10Rt:' 

J." ....,J to ' -' .1 ...... 1 0: S : 

than T' /. of GOP in 10 .... 0 ,0,-, and " ., 
~'. of GDP in 1990 so 

that Governme~t can at that time fi~s~cE not less 

than 20% to 25% of the PSIP. 

1. The Public Sedor 

1. Ob,iectives of the Sector 

The major thrust of public sector policy during thE 

plan period 1985/6 to 1988/9 would be to achieve the 

following: 

(ll an increase in public sector savings from zero to 

not less than 2% of GDP in real' terms so as to 



!-";'~i\ 

-f ,i, '\ I{::,\.' .. \ 

r i v) 

(1) 
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1(3St 

r~ontscrro~ jn thE: GEC:. ar.d lr,:€.rr,~tic;'",c~l} fr:Ji" c: 

1="' 01 n t 0 f \ i e L..' 0 f 1 c to L: reo S ~ sir. ~:"f E ~: 0;:. 'r' s -= c t 0'- So 

an incr~ased uil1 insness a~~ capa~l~i!y of th6 

~riv8te secto~ to ~cce~t -!' u. 

developmerlt ~od participate in t~l~ o~?c~!er,ili~s 

f' 0 r p r i \' ate i fI V est nl E n ~ 1 dE:: ~ i f 1 e c f 0 ( ;'1 i C:T. C t 1 c· r. 0. : 

incrE:csing dOlHe:;t ie s3virIS:' a~ld i;,\/€:stm~r.t; 

t Q 1J r' :: st· i n d u s try tot he 8 con 0 f;\)' t L r 0 u s r. 

Incrf:8se of' publ ic s-=clcf' cf' 

Gl'P; 

/ / '\> ,I , 

http:Imprc'en.er
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R f = t ;- 1 ( : i 0 f. 

~'E:r .=.rlnUn,; 

BJ;ST 
AVAILABLE 

:f 

Llmitation GT :n.:reas,= ~I' ,-c;'::" t.:'" tht:.: :€:,.'E'l :' 

Annual increo;e 

1 ncr e a s e 1 not her ace 0 iTl:,: 0 G a: ::. (I n ~ '/ c i 1 .3 t.. ~ t:" t D 

tOLrists together wit~ sn incre~sE: in occ~~an() 

rates fronl 47% to near~r 60~ on the av~rage; 

Increase of acreage u~d~r ~rablf farmiG; ~r.d fr~~~ 

creps from preserlt 262' acrE'S to 1300 acres ~o 

,,::;,. 

overall gro~:th for the ag~lc~ltur~ seeier ~s~a to 

Rea1 GOP to grow at ar. of,nu21 ave:-aS~ rat.:: of C:::".' • 
~,~ , 

E:r;fIUfl so that th.is sectGr CG;') ma:'nt8in its s;'.e~E: 
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( )' ) 

taking stt-~'s to " . , enCOL.rase ,lnSIlC:ci Ul S ~ i t IJ tiD n s 

rein'~est reSOurces g~nerate~ w!t~:n ~h~ ecorIC~ly. 

(1) 

persG~n~l in th~ puSlic =~:ior tc ~~;.i;~ 

develoFment strai.;s}, for·n.t.:1a~E po~ iC/ and 

C -3 ~ 0. t. i 1 i t y' for ~ den'!. i f 1 ( ::. t i 0 rl c r.: f; .. ' e 1 U 2: ~ i 0 il (1 .; 



(v) 

(vi) 

(vi i ) 
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Ser lOU~ we&kfl€:.ssE:':. :11 t!,;:: :':.J: ~ ':(: ~u;, (,f 

B!=ST 
AVAILABLE 

infor'rII~tlon for (:·la;'"lnir:g ailC ::81:.1....1·'?~ic;. f'G,:.']~~~.!ln 

~ '- -L • I \: 

SITi ~ 11 SiZE of' thE: E--::or,Oi1'I) 

to the fiscal ca~a(ity while at t~~ s~me tinle 

causing the cost Gf c&rl!r~l sov~rrlffient 

a drill n i 5 t r 2: tiD r. 2 n d 'P I..! t. 1 i c sec tor S e r vic e s 

(including utilities) ic b~ very ~~sh ~er (a~i!a, 

t h u s the pot ~ n t i 2 1 f 0 t' 9 e n ~ r.a:' i ;: 9 8 suS t air . .; c 

lev~l 0f public sector savings is re~stl\El} 

limi~E:d; 

The nee~ to ~ompe~sate for th~ varlOus econofu.C 

make if necsssary to provide sp~c~al incenti~es by 

rurth~r limits fiscal ca~aci~y cf ~he govern~e~t; 

for so~ernment to be Invol~~d ::, t~e o;~rst!on of 

ente:-r-rise~. which wo~lG norrn=11} ::8 i~f: tw :\-: 

priVcL2 sec~or .. 

http:sustair.ed
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:!:.. .!,',' I' ~ 

obje:tiJes of ~he ~ro~uctive s~ct~rs s~ck ~= 

tou~:sr.., IT.anuf;ct . ..:rin·; an': 3'3r:;'(U;tur!:' ciE: 

discussed under tho£~ he~2s; 

<i i ) 

introduc~ reforfu~ ~,:: , 1 (~. C: - E:~, S. 

.s.ff€:ct ins (;ccnC;.llC conOl: iCdlS; 

ownership of bLsiness enter~~~se ~y SDv~rnmen!, 

but w h -.: i':: t his i s f Dun d ~ c b € ,; t: : f S ;.a r- Y t E r. =: IJ:-' i r . .; 

i Dr i~dustry w:t~. par!icular 
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for ma~uf2cturins e%lst 

frarTI~wor~ of the rE-';lor,cl si..!Gy t.e.:::.~ L:;-;Gei"'tc~.$:r, 

by t 1-. .; C- 2 I ~ C G m So: ( r €: t ~ r i 2 t ; 

ta~ ing ~t~ps to restr let the rat!;.' c~ do;rlest. ~L 

increases sc tc 

1...12'= e in.: rea s e s 2 n Gad (I P t ion 0 f s ~, : c:. .; t.. ~ d ~ -: :. I' E: ~ 

ior sr;nt:n·; i...:':~~ =r,c S2,;=';""Y ~:IC:-~';:·~S in t~.f-

other O::::CS f1ember Stotes; 

underta~.iGg a com?rehe~s~ve r~VitL of the 

BeST 
AVAILABLE 

structure [.f thE: tcriff snd otht.::;- "l:'.E:::' erl '~Fu:-ts 

so as to ffiake the systern a ~or~ ~ff&:~:J~ 

te. the 

imports and ~eld reduce the trad~ d~fic~t; 

car r yin S G ~ tat h:: r 0 I .. ; h s t L: C Y Ci.!' ~. h ~ f'l 3. C 21 r ~ ;! r",:: 

rE:forms :-, t6>'. Po;:c'r onG aCiT:::nJ.S:i~:lG:i 3:5 ,-;"_~G 

http:re-;-or.aI


.' 
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go \r err. IT, f- n t t sob..: e c :. i \. t: ': (I 7' 1:'1 :: r J::- J. '! e d ~ J t. 1 1': S 12 -:: t [i r 

S2.vio,;s; 

lnlproving thE l€:vel ~ ...., .! 
c ....... 

the PUblic sector to enhance th~ 1evels of 

conscious Jf the need to ~laint~lrl ~ ~~ry 

favGurat.1E: cost ':tru:tu;-~ i~, lc,..:-isr" 3.IIC 

nlanufaCluring J MGois.:rrat is _'i; ~ in; tc Cc.G'=ict:r 

t I. e C G n c l' J S i 0:-15 an cpo 1 icy r e c c· rI.nl':'lI d Co t i 0 II :. 

emerging from the ~resent 5er'i~s of stcdies b~ing 

under ta~'er, by thl2 :::C.C8: 

pendins the ou~come of these st~ci~s, ta~ i~s ~~C~ 

policy, trade anc tcriff' pol:cy, fiscc1 F::1.::.C} -2;;",-:: 

collabo;"'ating with o~h~r CECS f1E;rI,:',=,f St~tes 

legislstiGn concernins th~ r~s~~atlc~ of e.:h2~ge 

-=---:. 

http:reai;.f1
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a~sistance of th~ E::? , . 
s t=t: ... : r.'; :c 

institL:t:cndl financi:IS SC=lns ln~o F'iG,:,J-::i\.t2 

cr'l?ci t; 

• 
S2C~O~ er,terpri~es an1 acioptlrlS OrS2Glsational 

str~~tures and perso~DEl rractlc~S ~hllh are n~orE 

CO~~Jcive to efficle~cy; 

r~&:am~n~tion of thE car,len: eciuc.st:cn 

levels and placlng sreater emphas~s on the 

- , '" . 

E:,Ul!='IiI~nt of schoc.l-~2a'vers t:. C8~'t l..:i:h :t,':: 

de~~nds of n'Qdern technolosv; 

ell 

pub:ic service to ens~r~ a sr6~tBr' c~~~~i1 ity to 

i fl t r 0 G ~ c t i 0 fl (I f sue h t r air, i i1 S 0. t not i 0 r a ~ 0 r 

fEsic.ncl le\.'E:~ for ol~ cr,=cs cf tr.o:: pt..blic 

sf2fvice. 

Pol icy hce~.d3 5nd Froc[o'TtF.,'2 of (:..( t iOi, 

--
J 

~\-
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( : ) Aprro~ch ~O U~~DP to aSslst : n ... ~ ,-

b r Gc.'~t::,nrr,t::nt r":ir,isirlf:'S sf :"";..., ~_s. ;",~: ~CL.;:tl-,r-2, 

H~~lth E:tc·--s(heciul(;c T.)f 1;;';'11, 1?:;.~ .• 

( i 1 ) IIT.;:,ovE:nent of the m3.ir,t(;nan':E- ';~il1s '!.r3inil19 

School--addiilon to st~ff an2 i~crease of - - , stuc8nt 

1°36. 

(i il ) S0bdivlsion of lOCO acres cf 3cv~r~~,e~! o~ned 

f&rmland into 5 acre p10is for \es~t~Lle 

production and tree crops, and stren3thenin; the 

units ty 1987. 

study and Cari~o~ st~dy 3ct~al1~ b~gun in 1?8S t~ 

the tourist industry ;6rvic~s, accoffimo~2t~orl, 

J 

\~J 
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E="-itE:f t21orn(:ilt t cstt:f , r -
• 'I,;:: end hc:-.di (raft 

1'--:-=.1:111''; .5'~ uut t:ffcrt to SE":U;"E ~~' .. 1 lnClJstii.s: 

\' €: n t If r t- os t Co 0 C C IJ j:' Y t I, to F'r -= S ~_ n t 1)' I..J i I :..: ':' E; C fa;': ~ (I, i 

COB f' 0 reo n ~ t rue t ion 0 fad d 1 t ion -= 1 f :; .:. tor)' s h ~ ; 1 :. 

for rental--twD addItional shells of 8000 ~q~~r~ 

Partici~~tins in the rec~rt~y es~a~lished Ex~or~ 

Dev~ 1 GPf,-.(ont ~9~r,c)- for ! ~I~' GEes. 

Pr icins and ii2rket PQl icies 

Pr~sfnt!Gg a set of guid&lines for appro\sl of 

E~ecutive Council prior tG negoti&tion of salarl~~ 

Maint~naGce of Frice cGntrcls on ~11 esser,iial 

:it~riIS orlc institulicrt of' guidelil,e':, fer 

2istribuiors ~~d r~t~11~rs ~arkup on oth~rs ~fter 

BEST 
AVAJLABLE 

\\t\ 
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" 

( i il 

( iii) 

~ .. ~ 
el"J 

21 

i .. e r~tt2 stru.:tu:-t' CI; ficrl:s-=~ro: i~r .iff t...h:.:.h 1:' 

assclc:.ated customs s~rvi(e ch~r~e anc (onS, .. dllFt ::;. 

str~cture which is ~u~Fortl\~ of G0~~rnmeGt'~ 

consumptiDn p,Jlicy, aSiicu1:'u;~ o~jecti .... es and ~h.: 

need to pr otE:ct thl2 bE. ~ =:I(~ 07' P01f1,(·r.t: .• , r,l S 

exercise is to b~ compl~t~d ~r! ti~:0 f~r E~dget 

1Qr.--
4/VO· 

As a member of the OEeS an~ Car icon! tracilflg 

iowarcs ado'pi lO~1 of ih~ CCSN Sisien. of Tr'ade 

Cl~ssification so ~~ to f~Cll~tat~ cu;!onl~ 

adnlinistratio~ of ta~~5 on !~tern~tic~al tr~dE. 

other indirect ta~es wi~l ~!re at replacing the ~s~ 

of 1ic~nsing and oth2r quantitativl restrictiG~s 

on t~ade wit~ d~pen~~r,c~ en the n:a~ket nl~cha~,isn, 

of pr-:ces In'' G€:te-rrf,ir.ir:; tr'-=j~ pot l€:: ns. 

Fiscal Retain. 

http:ter:.fir.Ld
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The first stepi tcwards compl~te refc-~ cf th~ 

In the cGn:munit}, r~tio~a~ization of cf-:ain 

allow~n~es ~~~ ir,tr·oduct~on of !~rerti~~ to 

households to i~vEst In r~siclenti31 construction, 

reducirtS th~ limits on d~duc~ion; nct corLsidereci 

to c;-eGtE: direct benefits in thE: Go;-.. esti: I2corOffi:', 

SGd generally imFrovins the admirlisiretivE 

pro~isions 0f th~ law_ 

Consol iGotion ?:ct whic.h inco: por,Jt€::~ a~ 1 th~s~ 

changes as w~l~ 2S ;dditional n.e3sur~s t~ in,pr~~e 

the efficiency cf admini~tr~tio~ of ~h2 !S)C 

pariicL!lcrl), oS it cffl2cJ~s rlcfl-:esidE'rts, S:IC 

consoJid~tes the various am~~dnl~n~~ to !k~ 

Act~or, is to b~ taken 1n 1ge6 tc term:n&~e th~ 

a p p ~ i c,s·t ion 0 f C'E- ria i r. d (I U b 1 ~ - t e}' c tic, rJ -;. r' €; at 1 e:, 

which are dis~d\'2ntag&O~s tG the r -=,:E:"",cE-
.. 

.oLa 

inc 0 n s· i s t 81') t w: t h thE. f: S col c i ITl S 0 f' ~ ~ €:: r -= f (I; r:,.: d 

legis~o:ion, &":-IG lG iilitlcte stE:PS :0 -:E:It2so~iat€: 

the='E ~rec.tit-s joint ly I..Jlth othE~ OE':S ~~,,::-r~J,:r 

States. 

BEST 
AVAILABLE 
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Action ha~ clread\, bc·;un 

hffC:.i~ s ;:eO:ieieria: t a prOS"'arr,~ill;:' of' t'rzlnln'a ~r, 

tho t I: ant s err a t l,..,-i lie 0 n ~ :. n u e top.3 r tic i ~. c. t ~ i r I 

( 1\') 

sssi~!a~ce to assist In ~ffGrt5 to initiate a 

a11 Revenue Departments. and tG taLe F'l'orllpt acLu, 

for restrcciuring. 

For~ic~ Eychanc~ Pol~cy Issue~ 

The ~esu1ts of the s!ud\ J~d~rta~en by the ECCS O~ 

th~ effective ch;nges i~ the Far!ty of the East 

Car ibbean cLll ~2.r ofE: DE-iii:; cai"'eful ~y stl.JGiec ;:,)" 

devalcat~Gn of thE- Trinid3~ and Tobasc ~ol~~r 6~d 

Sfcdual oj:;:rE:ciatic(t in value cf the EC$" in re:tii: 



II 

~, ' , 
, ,\1 

" ,t 
" )"-
" ' 

( i i ) 

" ., 
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will su~~ort such a d~cisio~ o~l 

f - ... .!. • c::: _ .. ) 

in t~onts~rr~t's lGngr~n int~re~l to do SG· 

stringent policy elterr.ciives ;,. . .'!-.ic;- ; .. '::11 

-' -. - • -;:: =. I I \' 

~ffectively hel~· to maintain t~.~ CG~;p~tit:\~ 

po;itiGn of MGnts~rr2t ifl th~ !nt2rn2t~Gna: 

in the 1986 Budget cor,st~tute a ~~rt of th~s 

strote-;y. 

Monetarv and FiGancial PolIcies 

Financi61 Institutions A~t. 

This government will also t~ke actio~ t~ l~;"G\~ 

w!th the gen~ral nee~s of th~ OECS ~GG~:ary C~:cn, 

c: n din i t i atE:! stu d }-' i il 1 986 0 f d r ~ ftc (I If.r .. ;:. r ,-r=r':'",; 
.'-'--~. 

exchanse control legisla~ion w:t~ a \'2~~ tc 

enactment in 1967. 

BEST 
AVA~i.ABlE 

\Ifb 

http:couor.Cr
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Under the provisions of th~ BaG~iGS Act coc?erat~ 

witf. the, CEontral Bank (EeCS) in :h", irr.pleme,r,taLor. 

of credit controls aImed at curtail in; conSJmer 

credit and e~pandlng accOffiffiociatlGn to th~ 

productive sectors. 

(iv) Reduce the effectlve subsidies ,provided through 

income ta~ deductions for life insurance premi~ms 

where it cannot be, demonstrated that the (o~panies 

involved have reinvested a certain proportion of 

(v) 

their net premIums collect~d withlG the domestic 

economy--to be proposed for 1986 Budget. 

Encourage the ECCB to establish for the commercial 

banks under its control a higher threshold for 

interest rate on Saving~ &ccQunts, and giv~ 

further encouragement to domestic savings by the 

issue of tax exempt governmant bonds. 

(iv) Provide special income'ta~ incentives for 

inv~stment 1n the productive sectors by banks and 

other financlal institutions, and enco~rage 

owner-occupied ~esidential investm~nt thrGugh th~ 

introduction of deductibility of mortgase interes~ 

fo~ income ta~ purpOSES. This:s tG be propos~d 

for the 1987 Budget. 
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Public Adninistr~!ive Refcr~ 

An 0 & M study of the Civil S~rv!ce w~s ~arri~i 

out in 1985 and the r~sul!s will ~~ use~ ~s ~ 

basis for restructuring th~ publIC service to 

6chieve higher levels,of efficieGc) and ~l~nnins 

and implementation capability by 1990. 

(ii) Steps will be taken in :987 to amend the 

provisions of the Public Service Commission 

regulations to place greater emphasls on the ~s~ 

of aca~emic quallficatlons and nJerit as bases ~or 

promotion within the public service. 

Human Resource Development Includinc Emplovment 

Policy Issues 

( i ) Gover~ment will continue its cogGing programmes of 

in-service trainins in maG~gement being cond~cted 

in cooperatIon with the OECS Training Unit an~ the 

Caribbe6n Center for Development Adn.inistration. 

(ii) A programme of scholarships tenable at overseas 

institutions and leading to degrees and diplomas 

in a wide variet~ of academic sreas is in process 

of implementation t~ help ~~grad& public serv~c~ 

personnel. 
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Est a b 1 ish men t 0 f ami rl i hot 8 1 t r a if'; : il '3 S c h ,J G ~ i s 

proposed fop impl&ment3tio~ in 19~7. 

(iv) Effor!s are in train tG provide 2 faCllit!e~ ~'hick 

will per-filii offering full secondar) educstion tc 

all children 1n the rel~vant age S"oup. 

(v) A programme for revision of the eGUcat10n 

curriculum is ongoing and aimed at reflecting th~ 

goals of national development and eq~ippin~ th~ 

graduates from the systenl to be a~1e to cope ·~lth 

modern technolo9~--ffiechanical skil~s, e~~ctrGni(5, 

space. the computer etc. 

II The Agriculture Sector 

1. Ob,iectives and Goals of the Sector 

To expend total production on pub: Ie end ?:- ivc:'E' 

'land to the leve~ of se~f sufficienc~ in a wide 

variety of meat. fruit and vegetable producti~~ 

totally replacing imports of these products; 

To sustain the highest level of e~ployment in the 

sector that is consistent with improNed farmlns 

techniques and a level of product~0e efficiency 

and profitability of f~rming unIts which wi~l 
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guarantee higher livins standar~~ to th~ farmj~s 

communit..,.; 

To increase the potentIal mar~6t for loc~l rar~ 

products b, cat~rins to thE tourist industry 

estab 1 ishment of processing raei 11 ties WhlCh 

reduce fl'uctuations in seasonal availability. 

2. Sectoral Tarsets 

- .. ..! c ,_ 

Increase the acreage under veg~tables frem present 

206 acres to 300 acres over a five-year FErio~. an 

annual increase of 14%. 

Achieve 50% self sufficiency in production of 

white potatoes now being imported. 

Increase beeF production and imFrove quality !~ 

increase supply from 89% of total demand at 

present to 90% in 5 years. 

Improve bread of sheep and goats and red~ce 

importation from 11% tc 3% of tct81 ccnsurrlpti~n. 

Reduce pork products i~por~ed b} 50% to bE 

replaced by increased local OUtF0t--!C~ red~~t~on 

on aVerage over 5 years. 
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lncreas~ acreage under Grchard c~c~s by 100 ~crcs 

in year one and 200 acres over th~ next t~Q yea~s. 

No increase In farmer population ~r,~_56;ed dG~~ng 

plan period. 

Increase fish landed by 1.5:,; per annum over .plan 

period.-

3. S~ctoral Constr&ints 

Low potential e~port volumes lails to interest 

shipping calls and poses problems for export of 

perishables thus limiting scope for expansion 01 

production for eXFort. 

Small size of domestic market and lack of 

refrigerated stbrage also limits the potenti.al fG~ 

production tor the local market~ 

Relatively high labour costs and dependence on 

labour intensive techniques endargers viability of 

conventional size farms ~nd averagE income of 

farmers insufficient to encourage farmers to stay 

in the in d u.s try. 
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uneconom~csl but stony natu~e of land makes 

machinery necessar} in l~n~ Fr~~ar~ticn. 

4. S~ra~ecy for Development of thE Seeter 

Because of the constraints on ?rcduction for 

export,. the emphasis wi 11 be on irr,port 

5ubsiitutlon particularly in production of meat 

and flSh, orchard crops, vegetables and ground 

p~ovisions, Introducing n&~ crOFS such as whit~ 

po~atoes where they can be srcwn lQc~11y. 

Refrigerated storage and processing will be used as 

means of expanding the market for seasonally 

avaIlable produce beyond the p~riod Gf glut into 

the period of scarcity. 

Go~ernment lntends in the caSE o~ agriculture to 

continue a po:icy cf 2dministra!~vE controls on 

imports so as to reserve H.e Sr.,2; 1 1 Deal mal'ket to 

1 Deal farmers dur ing the SecSC",r': -for c.va::.l abi 1 it y. 

An intensive programme of traIninG of loc~l 

farmers to employ morE efficie~t prGciucti8n 

techniques which wil~ improve their earnings 
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capability has .clread't~ begun o.f.d wi~1 bE' 

continued. 

Dialogues &r~ being held with f~~~.ers ~n al~ 

sectors in the effort to e\olve 2 ~o1icy for 

agriculture which will receive th8 wholehearte~ 

support of pro~ucers in tha sactG". 

Efforts are 10 be made to secure technical 

assistance to improve the qu~lity of meat 

production so that local production can cater to 

the upper inCOffie and of the dGmestic m~rket. 

5. Policy Agenda and Programme of Action for Acriculture 

Strict applicatIon of the new L~~ intended to 

protect farmBrs against the menc~e of stray 

animals has begun begun bringing add'e~ secur-ity to 

farmers produflng vegetables an~ ground 

provisions. 

In order to e~tend the p~oductiDr. period int·o the 

dry season a series of irrigation works are 

scheduled for construction or redeveloFment in 

Lees. Trants. Brodericks. Gages. and elsawhere and 

technical advice on the USB of d~ip irrigation and 
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spri.nkler SysteIT1S will also be ~ro\lld€-d :n 

192.6-37. 

The Government food processing ~nit ~ill be 

~~sraded t? undertake mere comm~~cialised 

production utilising surpluses Dr fruit and 

vegetables, and the DFMC marketln; capability is 

to be improved to enable it to market some of the 

processed Gutput abroad. 

Improved credit facilities for farmers and 

concentration of the attention Df ~he extension 

services on the more progressive farmers are 

proposed for implementation in 986: DFMC to be 

reorganised to provide credJt. 

Some 2,000 acres designated for livestock farming 

are to be developed into improved pasture through 

clearing of stones and trees., f'~r,cing arid ?laniing 

of new strains of grass and forase and Install in·; 

water. 

In addition to on farm and short residential 

training courses for farmers, selected f~rmers 

will be offered short tr~inins attachments 

overseas to observe improved methods. 
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AdditlG~61 e~tenslon' officers are to be recfuiJ@d 

in 9E-t :0 'btir'9 the Division up to fu:' s.tr ensli-" 

and fac~lities for transport, i~form~tion tr~nsfer 

and den,onstration I...li 11 be provicf=d. 

Resources are sought to reequip the central 

machinery pool providing contract tillage to 

farmers, so as to !mprove the efficiency of 

service ~nd reduce the high nlaint~nanC8 costs of 

present asing stock of equipme~t. 

III The Manufacturlno Sector 

1. Objectives and Goals in the Manufacturing Sector 

Because of t~e small si=e of the domest!c market, 

the empha~is will be dn manufacturing for export; 

and while it is not expected that the~e will b~ 

any dramatic grol.':h i.n this sector, Government 

hopes t~at it can with successful promotion 

stimulate additional investment which would lead 

. , to stabilization and a moderate increase in the 

contribution of this sector to GOP and employment. 

Sectora1 Taraets 
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Increase of contribution of the manufacturins 

sector to GOP froffi 10~ 1n 19S4 to ~bout 12~ by 

1989-90. 

Increase of the percentage of the labour force 

employed in manufacturing from just 10~ in 1984 to 

about 12% by 1989-90 

Full occupation of existing factory shell space 

within the next one or two years by new 

manufacturing enterprises and utilization of funds 

at present available from the COS to c~nstruct 

48,000 additional square feet of factory shells by 

1990. 

Restructuring of the Development Finance and 

Marketing Corporation by end of 1986. 

Undertaking a market study for leather goods which 

can be produced by the Tannery and re-equipment of 

the enterprise to achieve improved quality of the 

products using local and regional raw ffiaterials. 

Sectoral Constraints 
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~1inuscule of th2 , " . 
corne~llC 

inabIlity to provide a basis fGr viable op~ration 

of any manufacturing enterprise. 

Poor shlPPlng connections resul~ins from lack of 
,. 

interest l~ direct calls because of low volunl~~ of 

exports in agriculture and industr), and inability 

of airport to take large air cargo carrlers. 

Relatively high labour costs in Montserrat 

compared with the other OEeS Member States. 

4. Strategy of Approach to Development of the Sector 

Review of the system of incentives for promotion 

.of industry by participating in the OECS and 

Car iCOITI stUdies but al so undertaking a morc 

specific study of the peculiar problems ~f 

promoting industry in Montserrat. 

Making strenuous efforts to restrain the iGcrease 

.of prices and wases so as not to undermine thE 

competitive position of Montserrat vis-a-vis oiher 

OECS Member' Stole·s' for' foreisr, i'1ve=lment, 

Establishment of facilities for industrial credit 

through the restructured Development FinarlciO and 
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Marketins COl"poratfon U"Slng runds a'v'ai lat.l= fr-or; 

the COB. 

Upd~rt~king market studies ;or pr~s~r.t an2 

potential products of the manufac~uring s.ctor In 

cooperation with the recently established export 

promotiGn agency. 

Policy Asenda and Proaramme of ~ction for 

Manufacturing 

Initiate dialogue with the private sector an~ 

labour before end cf 1986 to esta~lish improved 

climate for private investment. 

Stand ready to enter joint ventures with loea: a~d 

foreign investors to improve lik.li~ood of 

establishment of any industry which appears 

potentially viable. or to invest in such 

industries alone and divest to the private sec~or 

when viabi I lty is assured. 

Special efforts to upgrade the status 07 the 

agro-lab to do processing of agr~culture surpl~ses 

f is to be achIeved by 987 so as to prevent 

continued wastage of asricultural production. 

\1J:> 
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Mobil :'ZE: t€:chnical ossistarlcE':' to undert.a~ e 

detai~e~ mar~et studles for the ~Gr:!serrot S~~ 

!slaGd Cotton Campan) and the Tanrl~ry in 1986 arid 

to introduce new mach:nery to enable ~oth 

enterprises to cater to the markets identified. 

IV The Touri~m Sector 

1. Objectives and Goals of the Tourism Sector 

The Govern~en! of Montserr~t resards the tourIsm 

sector as the leading sector of the e:onomy aGd 

expects that the growth of this sector will b, the 

driving force in the economy both in terms of its 

contribution to GOP and employment. as well as in 

the extent to which it stimulates growth and 

emplOymEnt in other sectors such is agriculture. 

trad~, services and handicrafts. 

2. Se~tcral Tar qets 

Expand the number of tourist rooms available in 

hotels as well as condominiunls an~ privBte 

residences by some 20% and to inc~ease occu?ancy 

fBtes from under 50~ to about 60% d~ri~9 the 

planning period. 
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Increase the ~s~imated contribution of the s~c!cr 

to GOP frofTi about an es~imat8d prE:serll IEVE'~ c,f 

about 15% to atGut 20% in i9S9-92. 

IncrtiasE the proportion of the labour forCE 

employed i~ the sector from about 13% at preSEGt to " 

about 20% by 19f9-90. 

Increase potential for successful promotiD~ cf 

investor interest in the Little Bay Tourism 

Complex by initiation of the InvEstment in the 

associat~d infrastructure with ~~blic sector 

funding. 

15% annual growth of aggregate tourist 

expenditure, an increase of 2.2% over the 12.S~ 

achieved over the last 5 years. 

With the aid of technical assistancE pre~ari~s 

early in 1986 a tourism strategy and , . . ac .. lon p.cn 

for Montserrat. 

Identification of tourist attractions and 

potential activities and investing in their 

development to improve the quality an~ variety of 

the total product offered by M~ntserrat. 
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Sectoral Constraints 

Absence of a dEEP water harbour ma~es cruise ships 

reluctant to call and sets limi~s to the potential 

for attraction of the cruise ship passenger 

business. 

Small hotels with total accommodation of less than 

200 rooms and not more than 300 additional rooms 

in condominiums, g~est houses, villas and 

apartment ma~es a ma~s visiter strategy infeasibl~ 

and forces the coeNtry to limit itself to the 

high-priced end of the market appeal ins to wealthy 

individuals and small groups. 

Scarcity of conve~tional white sand or 

golden-brown beaches l:mits po~ential 

marketability of a sun-sea-sand strategy, and 

limits strateg~ to one promoting the nat~ral 

beauty and peac~ &nd tranquIlity of the islEn~. 

Stratecv for Development of the Sector 

Promotion to be beamed at upper end of the market 

at persons in receipt of steady retirement income 

who can come and spend prolonge2 periods ~nd are 
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not easily affecte~ ~y fluctuatiG~s In thE 1~~~1 

of ECGnomic activit;o 

Aim to continue I, ",.. 
a~\.'e! opmen .. at 

of the iGdustry as resideGtial tourism with 

potential visitors inv€stins in residential 

construction which will guarantee repeated fu:ure 

visits and increase constructlon activity. 

Diversification of the marhet so that it is not 

heavily dependent on the econoalic situation in any 

one area--addltional promotin3 agencies to be 

established in Canada and Europe in additional to 

one now employed in New York. 

Government will initiate substantial investment in 

the Li it Ie B,ay TDurism CampI ex so as to inspir e 

the confidence of potential investors in that 

project, and make that projec~ the focus o~ 

promotional efforts. 

5. Policy Agenda and Pro9r~mme of Action for 7~urisn, 

Limitation of im?orts by hotels which can be 

supplied through domestic agricultural 

activlty--fish, meat, fruit and vegetables--as 
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dOffiestlc asriculture is developed to supplr that 

d~mand. 

Carryins out in 1986 a survey of the number and 

quality of rooms actLally availa~le to tourists 

and classifying them for purposes of 

st~ndardization of pricing Gte. 

With assistance of the EEC and CTRC preparing in 

earlr 1986 a tourism strategy and an action plan 

to im?lement that stratesy, securing Gc\ernmen! 

~ndDrsement of the strategy and actiqn plan by 

mid-1986. 

Securing technical assistance to undertake a study 

of the Montserrat environment and landscape and 

identify areas which can be efFectively developed 

to improve the tourist product. 

~llocation of at least SO.5 million EC from the 

1986 Budget to commenCE work on the infrastructure 

for development of the Little Bay To~rist ComplE% 

as an index of Government's serious interest In 

the project. 

Initiating a dialogue with the private sector in 

Montserrat to stimulate interest in local 
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investment in some aspect of the Little Bay 

Project as a demonstration Df tot~l domestic 

commitulent to it. 

Design of a package of ~ncentl~es and other 

measures which would be effective in attracting 

both domestic and foreign investn,ent in the Little 

Bay Project. 



MONTSERRAT: PUBLIC SECTOR FINANCING REgUlREMENTS 
!1980-1991! EC$ MILLION 

1980 1981 1982 1~83 1984 1985 1986 1987 1988 1989 1990 1991 

I TOTAl FINANCING REOOI RfNENTS 2.596 3.709 2.744 2.354 2.962 4.462 4.361 4.194 4.918 5.962 6.643 7.20 

1. Public Sector Capital 2.523 3.630 2.606 2.176 2.787 4.215 4.089 3.895 4.590 5.611 6.172 6.79 

2. Amortization .023 .019 • .042 .071 .078 .086 .695 .104 .114 .126 .135 0.14 

3. Other Debt Obligations .050 .060 .096 .107 .097 .161 .177 .195 .214 .225 .236 0.24 

II F!NA:'~ING SOOltCES 

1. ~Qtmm!i 

(a) Public Sector Savings .485 .326 .444 .296 0.296 0.185 .422 .927 1.020 1.122 1.234 1.50 
(b) Domestlc Borrowing 

.p. 

'" and other -.333 .407 -.185 .074 .150 .200 .211 .278 .408 .505 .617 0.70 

2. H'mm 
(a) Grants and Loans 2.149 3.511 2.639 1.371 1.280 1.296 1.407 1.481 1.556 1.667 1.780 1.8Q 
(b) FInancing Gap (-.371) (-.535) (-.154) .613 1.236 2.781 2.321 1.508 1.934 2.668 2.911 l.20 

A&~recate Financing Requirements in period 1986-1991 • US$14.54.~illion 
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HONTStkRAT: SELtCTED ECONOMIC INDICATORS 1980-1990 

~ .w:l ill.! ill1 ~ 1ge5 ~ 1987 1988 1989 1990 

NATIONAL ACCO\lNTS 

1I:ea1 COP gro\{lh (%) 9.31 3.70 3.6$ -4 .. 74 5.72 5.0 5.0 5.0 5.0 5.0 5.0 

Cro56 Investment 

•• X of COP 41.0 45.9 39.6 31 .7 23.6 35.0 33.0 34.2 35.0 35.0 35.0 

Public Sector 
10.5 14.3 7.8 Investl'lent •• X 6.9 8.0 11.0 9.7 8.4 9.0 10.0 10.0 

of GDP 

Private Sector 31.7 31..8 31.8 :a.B 15.6 2'.0 23.3 25.8 26.0 25.0 25.0 InvestlDent •• % 
of GDP ~ 

Dome.tic Savings n •• n •• 9.3 21.2 14.4 14 .4 15. I 16.6 18.0 19.0 20.0 .. % of CDP 

PUBLIC FINANCE 

Centr.} GOV't Current 
Expentl •• % of GDP 23.5 25.1 25.0 25.0 23.8 23.8 24.0 23.0 22.5 24.5 22.0 

Expend1 ture ·01'1 
Public: Order and 
Sahty .,5 % of CDP 

Current Ale Sur- 2.0 1.2 0.8 0.3 o. I 0.0 1.0 2.0 2.0 2.0 2.0 
plus/Deficit .s % 
of CDI'. 

Overall Defieit 0.6 3.3 (0.2) 0.4 0.4 I .6 1.7 2.3 2.5 3.0 3. 1 
as % of COP 

External Public: 2.2 6.9 5.6 4.6 3.5 
Debt .. % of CDP 

Debt Service Ratio 
to GDP 0.3 0.5 0.7 0.8 0.6 

Public External 
Debt Service .6 

1.3 2.0 2.R 3.2 2.5 1 of Covern'lllen t 
Expenditure 

-Deficit after taking account of Capital grants. 

Source: World Bank Economic Memorandum for Montserrat 1985 and OECS estimates. 

\ \7fi 
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OVERALL GROl-lrH OBJECl'IVES 

ST .KI'ITS AND NEVIS 

COUNTRY PR03RAMME 

During the five-year period to 1991 further structural adjustment will be 

undertaken in the economy with special emphasis on the agriculture, tourism 

and manufacturing sectors. The Governrrent. is at present designing programrrES 

for achieving this adjustment with growth and is considering a number of 

aJternative approaches for achieving the transformation. One such scenario 

projects growth at between 4.5 and 5 percent annually during the period. 

However, given the small size of the economy, large infrastructure projects 

can make a substantial difference to these estimates. For example, imple­

mentation of such projects as the airport extension and the development of 

infrastructure for the peninsular will result in much higher GDP growth rates. 

The employment consequence:-s wi 11 also be more favourably affected. 

The gross external debt is low and there are no outstc.nding arrears on this 

debt. However, the level of public savings is low and measures are beiIig 

taken to generate improve!iEnt. 

Traditional agriculture which has been affected by low productivity and in­
efficiency will be revived. In particular, St. Kitts has been affected by 

tbe declining price of sugar on the world market and the weakness of the 

pound sterling are further reasons Tor diversifying this sector. 

An increase in food production is planned to satisfy domestic demarJd and in 

effect recuce the food import bill while providing some surplus for export. 

The improvement of onshore facilities fer the fishing industry is gear-ed 

towards the economy eventually becoming self sufficient in this area. 

The tourism sector- has been identified to playa major role in the growth 

of the economy if it becomes possible to put in the necessary infrastructure 

in thlO south-east peninsular. It is hoped that hotel construction would be 

encourage:-d in thc,t area. 

The other focus of this progranmE is the continuing development of light 

industry which will be encouraged by the establishment of industrial estates 

at various locatior~ on the islands. 
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POLICY ISSUES & 'CONSTRAINTS 

Issues 

Agricultural policy centres around the transition out of 

land currently under cultivation of sugar cane and the release of 

such land for other uses. 

Land-use policy to determine areas which will remain under 

sugar cane cultivation and that which will be made available for 

cultivation of other crops' in which the private sector would be 

involved. 

Chief perspective of industrial policy is the use of natural 

resources.' In manufacturing the focus is on those industries 

which have linkages with agriculture and create employment 

opportunities. In tourism, it is a case of physical endowment; 

the opening up of the largely inaccessible South-East Peninsular 

through the construction of a new road will enhance tourism potential. 

The newly established National Development Foundation is to play 

a key role in providing technical and financial assistance to 

entrepreneurs not served by existing financial institutions. 

Export promotion to be undertaken by the proposed Eastern 

Caribbean States Export Development Agency (ECSEDA). 

Constraints 

Lack of small farm tradition may lead to slower rate of private 

sector involvement in agriculture than desirable. 

Entrepreneurial talent and management skills need to be developed. 

Small size of domestic market is a constraint to economies of 

scale. 

Inadequacy of savings - private, public and foreign - for long 

term investment. 
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Current inaccessibility by road to best beaches. 

Inadequate market knowledge and promotional skills. 

SECTORAL OBJECTIVES AND TARGETS 

Agriculture 

The, main emphasis is on diversification from a monocrop 

economy to production of a wider range of agricultural commodities 

for domestic consumption and export. Current acreage under sugar 

to be reduced but existing levels of production to be maintained 

through higher yields resulting from irrigation and improved 

husbandry. Much of the new activity is slated for private sector 

investment and in this regard agricultural land is to be made 
, 1 

available and appropriate incentives granted. 

The crops will include 

(a) Dry-land.rice for domestic consumption. 

(b) Pumpkins, cabbages, cucumbers, watermelons, 

pineapples as part of winter vegetables project 

for export. 

(c) Tomatoes, cabbages, carrots, onions, white 

potatoes for local consumption including an 

expanded tourist market. 

(d) Other crops currently being researched. 

Targets -

3% annual growth 

agriculture. 

in employment in non-traditional 

2% annual growth in agricultural production. 
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Industry 

The essential objective is to broaden the agro-industrial 

sector by providing opportunities for backward and forward linkages; 

to attract new encalve industries and stimulate development of 

small scale enterprises for local and regional markets; to strengthen 

institutional capability of agencies engaged in investment promotion 

and industrial policy and planning. 

Agro based industries already identified include: 

(a) Dairy processing - pasterised milk, yogurt 

hamburger meat, hotdog sausages. 

(b) Peanut products - salted nuts, peanut butter. 

Targets -

Tourism 

6% annual growth in manufacturing 

5% annual growth in employment 

4% annual growth in manufacturing exports 

4%· annual increase in net foreign exchange 

Government's role in this developing sector is largely 

facilitative. The objective being to provide essential infra­

structure so as to attract private investment in hotel construction 

and ancilliary services and thereby enhance the attractiveness of 

the islands as a tourist destination. 

Specific measures include -

(a) Construction of South East Peninsular road to 

provide access to best beaches. 

(b) Provision of small business credit and technical 

assistance 

• 
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(c) Development of basic training programme within 

Technical College for training of hotel staff and 

tour guides. 

(d) Review of Tax legislation 

(e) Increase in electricity generating capacity 

(f) Enhanced water supply. 

Targets 

8% annual growth in tourism 

10% annual increase in employment in tourist sector 

5% annual growth in net foreign exchange 

DEVELOPMENT STRATEGY 

Recognizing the need to harness all the available skills .and 

energies within the economy into a concerted effort to further the 

development process, the government perceives its roles as largely 

catalytic: The upgrading of social infrastructure, support of 

facilities for management training, assistance with identifying 

sources' of technology and venture capital, as well as providing 

the necessary investment incentives with access to commercial and' 

financial services that are essential for business development. 

In the process of diversifying the economy from a mono crop 

(sugar cane) to non traditional agriculture and industry, substantial 

portions of land currently under public ownership will be made 

available to the private sector who will be encouraged to get 

involved in activity which has been identified for development. 

The thrust of the adju~trnent policies will be to increase the share 

of exports and investment in the aggregate demand for goods and 

services and to expand the contribution of domestic production 

relative to imports in aggregate supply. 
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Given the focus on promoting faster industrial,particularly agro­

industrial growth, the launching of a major export drive will 

be given top priority both with respect to traditional and non­

traditional items. In this regard the government sees the imminent 

establishment of the Eastern Caribbean States Export Development 

AGency (ECSEDA) as facilitating its export development strategy. 

During the first two years of the programme emphasis will be 

placed on human resource development and or.ganizational and manage­

ment capability. This should lay the foundation for the development 

of small scale enterprises and the fostering of a new entrepreneurial 

spirit. While encouragement will continue to be given to the 

establishment of new enclave industries, it is hoped that the 

emphasis on human resource development will reduce the current 

dependence on the enclave sector as well as on local commercial 

and trading activities. 

FOREIGN EXCHANGE POLICY 

The objective of government"s foreign exchange policy is twofold 

(i} to contribute to growth of the common pool of foreign 

exchange reserves of the area; 

(ii) to institute measures which will ensure efficient 

use of the available resources. 

In an effort to harmonise existing exchange control practices in 

the OECS area steps are being taken in collaboration with the Central 

Bank to draft a common exchange control act for enactment by 

countries which are members of the Bank. 
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MONETARY AND FINANCIAL POLICIES 

The monetary policy objectives are as follows: 

(i) to develop in consultation with the Central Bank 

monetary and financial instruments for the achieve­

ment of balanced growth and development. 

(ii) to implement an interest rate policy which will 

achieve efficient mobilization of resources to 

be channelled into productive investment. 

(iii) to institute a credit policy which will ensure that 

Measures 

the priority sectors of Agriculture, Agobased industries 

and tourism are provided with adequate resources. 

(i) Proceed with enactment of a common banking act 

now under consideration before the end of 1986. 

(ii) Support participation of commercial banks in the 

inter-bank market shortly to be established by 

the Central Bank, thereby facilitating the use 

of idle funds and contributing to the development 

of a money market. 

(iii) In fulfillment of the objective to achieve further 

diversification of the economy to use the exchange 

rate in conjunction with other policy measures to 

encourage growth and export activity. In view of 

the current exchange rate arrangements within the 

currency union to given active consideration to 

all possible exchange rate optiomincluding the 

pegging of the rate to a basket of currencies. 
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FISCAL REFORM 

The Government will be actively pursuing fiscal reform measures 

over the programme period with a view to minimizing the dependence 

on donor and other external sources of finance. It is envisaged 

that an improvement in economic management will lead to a more 

efficient use of the financial resources which the Government has 

at its disposal. 

The overall objective of fiscal reform is to increase efficiency 

in the allocation of public resources and in the process generate 

additional savings for development. 

Measures to improve economic management include: 

(i) Improved method of budget preparation and estimation 

of resource requirements. 

(ii) Review of administration of fiscal incentives in 

effort to minimize revenue costs. 

(iii) Review of tax laws and procedures to expand tax 

base and eliminate loopholes. 

- (iv) In-house training in all aspects of taxation and 

improvement in the'capability to formulate fiscal 

policy. 

(v) Elimination of hidden subsidies and the charging 

for transactions. 

PUBLIC SECTOR INVESTMENT PROGRAMME 

The public sector investment programme is aimed at removing 

constraints on production by restructuring the agricultural sector 

to reduce the dependence on sugar and to improve the infrastructure 

with a view towards the expansion of tourism and light manufacturing. 

• 
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During the period 1987 to 1991 EC$160m has been projected for 

the public sector investment programme. The decline in investment 

during recent years came about mainly as a result of the completion 

of major projects such as the deepwater port, extension of the 

airport terminal and the sugar cane replanting programme and delays 

in the implementation of new projects. Recent development has been 

directed at housing, feeder roads, port and airport construction 

and equipment and refurbishing of schools. Public finances have 

also been weak in recent years and this has had a constraining effect 

on projects with a local funding component. 

The public sector investment programme concentrates mainly on 

agriculture, tourism and manufacturing. The restructuring of the 

agricultural sector is aimed at the diversification of this sector 

with a consequent reduction on sugar cane cultivation. This requires 

the construction of an irrigation system to facilitate crop 

diversification and increased output. 

Investment in the tourism sector would consist mainly of 

infrastructural development of the south eastern peninsular which 

is earmarked to be the focus of that sector and active promotion 

efforts abroad. The increased demand for electricity and water 

in this area would call for an increase in electricity generation 

and an expansion of water services. 

As a result of the level of activity at the port, and the fact 

that there is just one berth, consideration is being given to the 

expansion of this facility. A plan for the extension of the airport. 

runway to accommodate larger aircraft is also being considered to 

facilitate the expansion of the tourism sector. The increase in 

traffic on the direct air links to New York and Miami are among 

the factors which suggest that the airport be extended to accommodate 

larger aircraft. 
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In the manufacturing sector the number of factory shells will 

be increased and there are plans for the establishment of three 

industrial estates at different locations in the rural sector. 

The implementation of this programme is dependent on the 

availability of financing from external grants and concessionary 

loans. Over the period domestic financing is estimated at EC$40.5m 

but given the past weakness of public finances this estimate may 

be some what optimistic. Nevertheless in view of the on-going efforts 

to strengthen government finance this projection may not be unrealistic. 

The remaining EC$l46m would have to be obtained from external 

sources, and it is anticipated that EC$106m of this would be project 

related, giving a financing gap of EC$40m. 

http:EC$40.5m


10 Public Sector Capital 
Expenditure 

2. Amortization 
3. Other Debt ,Obligations 

Total Financing Reguirements 

FINANCING 

4. Domestic 

50 Public Sector Savings 
6 0 Other Domestic 

7. External -
. 8 0 Loans and Grants 

9. Financing Gap 

, 
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ST. CHRISTOPHER-NEVIS 

PUBLIC SECTOR FINANCING REQUIREMENTS 
US$ MILLION 

1984/85 1986/87 1987/88 1988/89 

11.15 13.26 12.59 12.67 
0.7 ' 0.89 0.89 0.89 

~ ~ ~ 

1l.85 14 .15 13.48 13.6 

1.5 1.9 2.71 3.63 

0.4 0.4 0.56 0.67 

1.1 1.5 2.1'5 2.96 

10.35 12.25 10.77 9.97 

7.6 9.7 8.5~ 6.96 

2.75 2.55 2.21' 3.01 

• 

1989/9~ 1990/91 1986-90 

12.8'8 13.1l 64. Sl 

0.96 0.96 4.59 

13.9' 14.1 69.23 

3.49 3.36 15.09 ' 

0.93 1026 3.82 

2.56 2.1 11. 27 

10.41 10.74 54.14 

6.74 7.33 39.29 

3.67 3.41 14.85 
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SELECTED ECONOMIC INDICATORS 

GDP at GDP GDP 
Current Prices Constant Prices Deflator CPI 

,-
1977 69.20 69.20 100.00 100.00 

1978 76.29 71.24 107.10 112.20- ,--• 
1979 87.53 76.99 113.7 124.20 

1980 103.11 80.09 128.70 145.40 

1981 120.54 84.10 145.30 161.60 

1982 137.76 89.41 154.10 171.10 

1983' 132.09 85.01 155.20 176.10 

1984 140.49 88.47 158.80 179.80 

1985 148.60' 90.93 163.40 186.60 

1986 154.50 94.10 164.20 193.10 

1987 168.00 98.30 '170.80 198.90 

1988 ~80.50 103.20 174.90 205.30 

1989 193.20 108.90 177.40 211.50 

1990· 208.40 115.40 180.60 216.80 

1991 225.30 121.17 185.90 221.10 

.,~ .... 



ST. LUCIA 

SUMMARY OF' PROPOSED PROGRAMME 1986-1991 

The main purpose of .this exercise is to present a Structural 
Adjustment Programme in broad outline for the period 1986-

1991. 

The expected result of the programme, other things being equal, 
will be: 

(a) The attainment of a level of credit-worthiness, which 

allows the country to access I.B.R.D. funds and 

commercial bank credits; 

(b) The economy should be at the beginning of a process 
of self-sustaining growth. 

There are two major elements to the programme as it is 

envisaged: 

(1) Broad supply side policies at the sectoral level and 

institutional reform to allow for medium to long-term 
growth and development. 

(2) Annual financial programmes to create the financial 
stability for successful structural adjustment. 

As a general ?verall strategy three distinct but inter-related 
approaches are necessary: 

(1) The strengthening and acceleration on infrastructural 

proj ects to' establish a foundation for growth and 
development. 



(2) A special development facility to complement the struc­

tural adjustment effort. 

(3) The encouragement of direct private investment flows 

to diversify and strengthen the productive base of 

the economy. 

Macro Economic Objectives 

(i) Given past economic performance and the availability 

of resources, the authorities have set as ,a target 

an average rate of growth of 5 per cent per annum. 

(ii) The reduction of arrears completely by 1991. 

(iii) The increase in public sector savings to a level of 

5 per cent of GDP by 1991. 

(iv) The unemployment rate will be addressed through a 

well conceived public sector investment programme 
and the encouragement of increased investment from 

foreign and local sources. 

(v) The maintenance 'of a sustainable public dept servic­
ing capacity. 

General Objectives fot the three Sectors are: 

1. Agriculture to effect growth, employment, foreign 
exchange earnings at import substitution. 

2. Nanufacturing for growth, employment, and foreign 

exchange earnings. 

3. Tourism to generate foreign exchange earnings, increase 

employment and stimulate growth. 

'/2 ..• 
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4. The stim~lation of the private sector to participate 

in the development of the three sectors. 

Specific Sectoral Targets in the three Sectors 

(i) Growth - an average of 5 per cent per annum •. 

(ii) Volume increase -in produ~tion of maj or crops, 

particularly bananas of at least 5 per cent. 

(iii) Direct job creation of at least 150 per annum. 

(i) Growth of 6 per cent per annum. 

(ii) Export sales increase of at least 10 per cent 

per annum. 

(iii) Job creation of 500 per annum. 

Tourism -------

Growth of 7 per cent per annum. (i) 

(ii) Increase average length of stay from 8.7 to 10 days. 

(iii) 

(iv) 

Average 5 per cent increase in visitor expenditure 

Annual direct job creation of 100 new jobs. 

Key Issues and Constraints 

(i) Small size and limitations of the private sector. 

(ii) The problems associated with small island economies. 

- diseconomies of scale, vulne~abili ty, re'source 
constraints. 

(iii) An underdeveloped private sector. 

/3 •. , 



(iv) Lack of manage~ial skills in the public sector. 

(v) Insufficiency of the infrastructural base. 

(vi) High levels of structural unemployment and under­

_employment. 

(vii) 

(viii) 

~ragile social systems. 

Small and fragmented markets. 

Social Strategies 

(i) The strategy in agriculture will be to continue to 

increase productivity in the Banana ~ndustry by 

increasing output per acre. The national average 
is now between 5 and' 8 tons per acre but an 

average of 15 to 20 tons per acre have been achieved 
on the model farms project. Attempts will be made 
to raise the national average to at least 10 tons 
per acre by 1991. 

Similar efforts to increase productivity will be 
made in the case of the cocoa and coconut crops. 

(ii) Diversification will be encouraged into tree crops 

and other exotic crops. 

(Hi) An attempt will be made to increase the level of 

import substitution in food production. 

(iv) There is an ongoing effort to increase security of 

tenure for landowners through the Land Titling and 
Registration Project. 

/4 



(v) Attention is being paid to the provision of agri­

cultural inputs through the establishment of depots 
in the rural areas. 

(vi) Increased emphasis is being placed on extension work 

through the reorganisation of the Agricultural 
Extension services. 

(vii) The feeder road programme is being rigourously pushed 
by the government. 

(viii) Increased emphasis is being placed on agricultural 
marketing. 

(a) Full utilisation and refurbishini of existing major 

hotels in the north and south of the country (this 

is already in train). 

(b) The expansion of total number of rooms to 5000 by 

1991. 

(c) Revision of Hotel Aids Ordinance to. encourage further 
investment in the industry. 

(d) Increased promotional efforts in new and existing 

tourist markets in North America and Europe. 

(e) Increased levels of local participation through 

private sector involvement and accelerated training 
for senior management positions in the industry. 

(f) Provision of new and modern facilities at the airports 
and seaports. 

(g) Provision of tourist attractions of a cultural and 
historical nature .• 

/5 •.. 



(h) Provision of modern duty free shopping facilities 

for example, Pointe Seraphine. 

(i) Accelerated industrial promotion by the national 

Development Corporation targetted at specific 

industries, for example, electronics, textiles. 

(ii) Review of Fiscal Incentives Act and procedures 

for processing applications to ensure quick establish­

ment of industries. 

(iii) Expansion of labour intensive enclave industries. 

(iv) Development of industries with backward and forward 

linkages. 

(v) Exploration of joint venture possibilities with 

regional and international entrepreneures. 

(vi) Continued development of Industrial Estates particu­
larly t'he Vieux Fort Industrial Free Zone. 

(vii) The continued development of public utility 

infrastructure to encourage indus~rial development. 

(v-iii) The encouragement of' industrial and technical voca­

tional skills to up grade the skills and productivity 
of the labour force. 

(ix) The creation of a stable industrial relations climate. 

(x) The establishment of a Bureau of Standards. 

(xi) The establishment of an Export Promotion Unit. 

(xii) The negotiation of Bilateral Investment Treaties and 

Double Taxation Agreements with selected industrial 

countries. 

/6 ••• 



(xiii) Nembership of the' lFC, ICSID, and MIGA. 

Public Policy 

(i) Continued reform and restructuring of financial 

bureaucracy that is, Ministry of Finance, Planning 
and Statistics, Accountant General Department, 
Revenue Departmen.t, Audit Department, and Accounti,ng 
Section of Ministries. ' 

(ii) 

(iii) 

(iv) 

(v) 

New Financial Legislation, Finance Act, Audit Act. 

Computerization of all financial systems. 

Generation of Public Sector savings. 

Reduction of Arrears. 

With respect to arreas these have been calculated at EC$28.0m 
as at the end of calender year 1985. It is the intention of 
the government to reduce this to zero by 1991. The rate of 

reduction has been set at Ee$5.0m in the first two years 
followed by EC$6.0m in the three subsequent years. The 

programme with respect to this phased reduction would involve: 

(a) The proper aging of the arrears 

(b) Negotiated reschedulings in keeping with the five 

year time profile 

(c) Appropriate expenditure control and revenue 

enhancement measures 

To achieve the target, revenue is projected to grow between 
5 and 7 per cent per annum while the growth of expenditure 
should not exceed 3-4 per cent per annum. 

/7 ••• 
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These revenue and expenditure targets are premised on: 

1. The reform of the tax administration systems. 

2. The systematic collection of outstanding arrears. 

3. The ·reform of the entire tax system. 

4. The tightening of expenditure controls through the 

introduction of new systems and computerisation. 

S. Rigid controls on wage increases. 

6. Increased efficiency in the Public Sector •. 

Monetary and Financial PQ1icies 

(i) To develop in consultation with the Central Bank 
monetary and financial instruments for the achieve­

ment of balanced growth and development. 

(ii) To implement an interest rate policy which will 

achieve efficient mobilisation of resources to 
be channelled into produc.tive enterprises. 

(iii) To institute a credit policy which wi1i ensure that 

the pri.ori ty sectors of Agriculture, Industry and 
Tourism are provided with adequate resources. 

(iv) The development of financial intermediaries and 

practices of financial intermediation which will 

be conducive to economi.c growth and deve10pme:rit. 

Wages Policy 

The government is committed to keep a tight rein on the 

growth of public sector wages and salaries. Wages and salary 
levels in the public secto! have grown faster than in the 

. /8 ... 



other OECS countries as well as in the domestic private sector. 

In order for the adjustment process to have any impact there 

will have to be restraint with any increases not exceeding 
between 10 and 15 per cent over the entire five year period. 

The approach to this problem will involve: 

(i) The re-establishment of the Tripartite Committee 

to work out a social contract between the Govern­
ments, the Private Sector, and the Trade Unions. 

The major variables which the Committee will review and set 
guidelines on are: 

(a) Wages 

Cb) Prices 
(c) Employment, and 

Cd) Productivity 

(ii) The establishment of proper negotiating mechanisms 

in the Public Sector. A negotiating Division has 
been set up in the Prime Ministers Office to 

research and service a negotiating team appointed 
by Cabinet. 

(iii) A wages fund will be established to finance wage 
settlements over the period •. The size of the fund 
will have to be contained within the target levels 
of expenditure growth over the period, that is, 3 
per cent per annum. 

(iv) Labour Legislation will be strengthened to foster a 
stable industrial relations climate, 

(v) The Labour Department will be strengthened to monitor 

and facilitate labour relations in both the public 

and private sectors. 

/9 '" 



(vi) An effort will be made to rationalize and synchronize 

the timing of negotiations for new wage and salary 

contracts. 

Public Administrative Reform 

The government is in the process of restructuring and reform­

ing the public service by: 

(i) Establishing appropriate organisational forms in 

each ministry to fit the functions of this entity. 

(ii) 

(iii) 

Defining the functions of each personnel category. 

The provision of staff orders to govern the Public 
Service •. 

(iv) Setting performance criteria and assessment mechanisms 

for public offices. 

(v) The provision of training at all levels in the Public 

Service. 

Human Resource Development 

The government of St. Lucia firmly believing that the develop­

ment of the country is only possible through the total develop­
ment of its human capital has embarked on the following: 

(i) Development of the Educat.ional System to reflect the 
economic and social priorities. 

(ii) In particular the development of relevant curricular. 

(iii) The emphasis on Technical-Vocational Training. 

(iv) The development of skills training schemes. 

/10 ••• 
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(v) Programmes of Audit Literacy. 

(vi) Management Training Schemes 

(vii) The development of widespread Primary Health Programmes. 

(viii) The establishment of programmes in the spheres of 
Culture, Sport and Community Development. 

PSIP Financing Gap 

The PSIP is based on macro-economic projections contained in 

the latest World Bank ,economic memoranda on St. Lucia entitled 
St. Lucia: Economic Performance and Prospects. 

III ... 



1. Capital Expenditure 
2. AmortizatiQn 

3. Other Debt Obligations 

ST. LUCIA 

PUBLIC SECTOR FINANCING REQUIRE~1ENTS 

US$ MILLION 

1985 1986 1987 1988 

46.9 48.8 50.8 52.8 

1.9 2.9 3.9 4.8 

1.0 1.5 1.5 
Total Financing Requirement 48.8 52.7 56.2 59.1 

FINANCING 

!!9JIl~g!S; 

4. Public Sector Savings 9.3 8.6 8.6 12.6 

5. Other Domestic ..., 4.0 4.0 3.0 

External --------

6. Loans Grants 18.5 23.6 27.0 30.4 

7. Statistical Discrepancy 21. 0 

8. Financing Gap 8.0 6.0 5. 0 

,. 

1989 1990 1991 

54.9 57.1 59.9 

6.1 7.8 9.7 

61.0 64.9 69.6 

16.9 21. 8 27,0 

3.0 3.0 3,0 

32.5 33.7 34.6 

4.0 3.0 2.0 
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ST. VINCENT AND THE GRENADINES 
SUV~ARY OF PROPOSED COUNTRY PROGRAMME FOR 1986-91 

I. Macro-economic Objectives 

i. An average growth rate of 5% per annum; 

ii. an increase in public sector savings from 1.5% of GDP 

in 1984 to 5.0% of GDP by 1990 in gradual increments 
but with a reduction in central government revenue 

as a % of GDP from 33.2% in 1984 to 30.1% by 1991; 

iii. an annual reduction of 1% in the unemployment rate 
so as to reduce the unemployment rate from the es­
timated 35% in 1984 to about 30% by 1991. This means 

an annual creation of 1,750 new jobs; 

iv. elimination of all arrears; 

v. attainment of creditworthiness for ordinary resources 
to finance 35% of the PSIP and. to maintain: 

a) a debt service ratio of under 5%; and 

b) a debt service/government expenditure ratio 
of under 8%. 

II. Sectoral Objectives/Targets 

The overall sectoral objectives are to expand the pro­

ductive private sectors with the emphasis on the exports 
of goods and services to regional and extra-regional 
markets. The relative objective emphasis will be on: 

i. agriculture for growth, foreign exchange earnings 

and employment; 

ii. manufacturing for grow~h, employment and foreign 
exchange but enclave manufacturing for employment; 
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iii. tourism to diversify the economy and as a sector 

to be developed i'or long-term growth; and 

iv. reduced direct government involvement in productive 

activity but with government providing facilities 
and incentives to induce private s.ector initiative 
and investment activity. 

The specific targets for the sector are: 

Agriculture 

i. growth (value added) of 8% per annum; 

ii. volume increase in exports of 10% per annum;, 

iii. new, job creation of 400 per annum. 

Manufacturing 

i. growth value added of 4% per annum; 

ii. export sales increase of 10% per annum; 

iii. new job creati6n of 250 per annum. 

Tourism 

i. 10% per annum increase in visitor arrivals; 

ii. increase in average length of stay from 7.6 days 

to 10 days; 

iii. 7% increase per annum in average daily visitor 
expenditure; and 

iv. annual direct job creation of 150 new jobs. 
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III. Key Issues and Constraints 

General 

i. Small island diseconomies; 

ii. weak and over extended public sector institutions; 

iii. critical shortage of management personnel; 

iv. very limited entrepreneurial class and very low 
levels of private investment; 

v. a possible over valuation of the EC$ but which can­
not be corrected by exchange rate changes as wages 
and salaries are already low in an open economy 

with a militant labour force and where skills are 
scarce and can easily' migrate; 

vi. largely as a result of inappropriateness of education­

al system abundance of unemployed and ,underemployed 
labour particularly in the young age groups and the 

difficulty of absorbing school leavers in the employ­
ment market; 

vii. high production and transportation costs and limited 
efficient support infrastructural and institutional 

facilities; 

viii. limited farmer and,manufacturers access to avalla­
bility of venture capital; 

ix. limited market knowledge and marketing expertise; 

and 

x. weak commodity markets. 

IV. Sectoral Strategies 

i. Diversification into (a) import SUbstitution 

I 
0/ 
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agricultural commodities which can be grown economi­

ca~ly in the medium term; (b) new high valued crops 

which have export potential; 

ii. intensification of efforts to improve production and 

productivity of traditional crops; 

iii. improvement of marketing facilities expanding market 
opportunities, and reducing costs of market access; 

iv. land reform. 

Manufact uring 

i. 'Development of industries with linkages to the rest 

of the economy; both import substitution and export; 

ii. expansion of labour-intensive enclave industries; 

iii. encouragement of greater private sector ownership 
of factory shells; 

i v. exploration of j oint venture possibilities with re­
gional and extra-regional entrepreneurs; 

v. maximisation of benefits to be earned from enclave 

industries by charging economic rents but paying due 
regard to what the competition offers. 

Tourism 

i. Development of up-market tourism; 

ii. increased promotion in Western Europe to diversify 

market and increase length of stay. 

'. 
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Public Policy 

i. Improvement in the function of Financial Management 

and Planning capability of the public sector; 

ii. divestment of state enterprises; 

iii. improvement of financial management in public sector 

managed utilities to provide cost-effective services 

without dependence on central government subventions; 

iv. imposition of economic charges for government-pro­

vided economic services either on an economic cost 

basis and/or at levels to minimise consumer waste; 

v. reductions in government revenue as a proportion of 

GDP so as to increase incentives for private sector 

initiative and to improve the efficiency with which 

government services are provided; 

vi. exploration of possibilities for regional common 

services so as to gain economies in administration 

and t'o extend the career path for the ;region's top­

level professionals and management; 

vii. systematic elimination of distortions in factor and 
commodity markets to allow for freer functioning 

markets without unduly high administrative costs; 

viii reorientation of conswnption patterns and greater 

consumption of domestic and regionally produced 

goods; 

ix. increase in the level of private savings; 

x. ensuring a greater allocation of commercial bank 

funding through enlightened interest rate policies 

aimed at productive sector activities e.g. agricul­

ture, housing, manufacturing as opposed to distri­

bution and real estate'. 



- 6 -

v. Spec; fie Programme/Policy Interventions an<i Dates for 
Implement at ion 

Agriculture 

Policies 

i. Examination of export taxes on bananas and coconuts; 

ii. removal of price controls on locally grown foods; 

iii. imposition of tariffs on imported substitutes but 

reducing these over a phase basis to stimulate the 
internat_ional competitiveness on local production; 

iv. preparation of a land use map and enforcement of its 
provisions. 

Programmes 

i. Development of the Orange Hill Estate into a - Model 
Farm equipped with social and economic infrastructure 

extension services and institutional support. CDB. 

and other aid agencies are to finance the programme. 
Work has commenced and the programme is expected to 

be completed by 1988. 

ii. implementation of a Gdn$8m'fisheries development 

programme. geared to tap the islands fisheries po­
tential. The programme to be financed by CIDA is 
to be completed in 6 years and has already commenced; 

iii. development of institutional support for the agricul~ 
tural sector: 

Ca) Estab-lishment of a quality control system with 
assistance from IICA. schedU:le completion is' 

1987; 
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(b) program which will enable 100% of the country's 
banana exports to be field packed, due to be com­
pleted in 1986; 

(c) reorganisation of the Marketing Board to improve its 
management and its cost-effective responsiveness to 
the country's agricultural marketing needs improved 
marketing system. This will involve developing 
market intelligence and research is helping with 
the exercise; 

iii. commencement of a programme to provide industrial 
extension officers to assist small business. UNIDO 
will be approached to provide the required techni­

cal assistance - begins 1987-90; 

iv.' continuation of industrial promotion programme; 

v. streamlining and strengthening the lending and in­

dustrial promotion and. training functions of the 
Development Corporation. 1986 - 1989. 

Tourism 

Programme 

i. Promotion of St. Vincent and the Grenadines as a 
special destination with concentration on the upper 
end of the extra-regi'onal market. This will be done 

by means of: 

a) Establishment of a tourism promotion desk/office 
in London for promotion in European market; 

b) Sales promotion activity in the U.S. through 
American firms by way of trade shows, trade 
fairs etc; 
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c) The promotion of multidestination packages 

through travel agents in North American and 

Europe. CTRC, CTA services will also be utilised. 

ii. Improvement in access to St. Vincent and the Grena­

dines by: 

a) Development of Bequia Airstrip; 

b) Organisation of charter operations from Miami, 

Caracas and San Ju"an; 

c) Extension of the Arnos Vale Airport. 

iii Development of the Hotel Industry by way of new 

facilities e.g. Canouan Hotel Development and a 

100 room hotel facility in St. Vincent as well as 

refurbishment of existing plant. The latter could 

be facilitiated by the establishment of a line of 

credit through DEVCO and or short-term financing 

from the NCB. 

iv. Development o.f health resort facilities in St. Vincent 

and the Grenadines as well as the upgrading of his­

torical sites. 

v. Reorganisation of the local tourism organisation 
both within the Tourism Department and the Local 

Tourist Board. 

vi. Training of personnel within the hotel industry 
as well as improving the skills within the Tourism 

sector itself. This will be accomplished by way 

of workshops, training programmes etc. 

vii. Fostering closer dialogue with the private sector in 

order to induce them to become more conscious with 

regard to the importance of the tourism sector to 

the "eocnomy as a whole and as a consequence improving 
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the quality and attractiveness of their merchandise. 

Pro gra'llme 

Public Policy 

i. Introduction of Programme Budgeting (July 1986); 

ii. review of 'measures aimed at widening the tax base 

(in progress); 

iii. refinement of allotment and monitory systems for 
financial management (.in pro gress); 

iv. restriction of the use of discretionary powers for 

the granting of exemption (1987); 

v. review of the tax laws aimed at eliminating loop­
holes and strenghtening the powers of tax administra­

tions (in progress); 

vi. training in tax administration (in progress); 

vii. review of Double Taxation Agreement - 1986/87; 

viii. review of more appropriate valuation procedures in 
order to minimise under valuation of invoices - 1986; 

xi. revising and ensur~ng the availability of financial 

regulations and stores rules - 1986; 

x. further development of our house capability for the 
preparation of the PSIP, the Budget for Domestic 

Resource Requirement of the PSIP and for the impact 
of the PSIP on the recurrent budget; 

ix. completion of the 3 year Polling planning (1986-89). 
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Public Administrative Reform 

The rapid expansion of the public sector highlighted the 

need for reorganisation to enable it to transform from a 
colonial type institution to a development orientated 

administration. The main weaknesses are as follows: 

i. the need to clarify the functions of var.ious admin­

istrative units to avoid duplication and misallocation 

of resources; 

ii. sUbstantial shortages of technical/professional 

and senior personnel compounded by a large number of 

low level non-technical personnel requiring detailed 

supervision; 

iii. lack of co-ordination between various Ministries and 

non compliance and irregularities in operational 
procedures. 

The government is committed to the reorganisation.of the public 

services and this process has already commenced with the reorgan­

isation of the Ministry of Finance and Planning. 

Technical assistance is now being sought to continue 

this process and extend it to all Ministries. This 

is expected to be completed by 1988. 

Human Resource Development 

The Government recognises that all its efforts for the 

economic development of the country must be accompanied 

by a continuing enhancement of managerial, technical and 

personal skills of its people. The government has obtained 

technical assistance to help develop a manpower planning 

system. This is in the final stages of development. The 
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manpower planning function has a vital role to perform 

within any human resource development strategy. 

The capabilities of OECS, IARM, UWI, CARICAD and other 

regional bodies would be used to advice and train manpower 

as well as provide organisation development and administra­

tive reforms. 

All means necessary will be used to attract and retain 

qualified persons within St. Vincent and the Grenadines. 

Career guidance will be provided in secondary schools 

in order to direct school leavers into various sectors 

of the economy. 

Education and training will be given highest priority· 

in the socio-economic development thrust of the Govern­

ment. 

An expert has been contracted to review the current 

junior secondary, school and technical college curriculums 

with the view to designing one more appropriate for the 

developmental needs of St. Vincent and the Grenadines. 

VI. PSIP Financing Gap 

The PSIP is based on macro-economic projections contained , 
in the latest World Bank economic memorandum on St. Vincent 

and, the Grenadines entitled"St. Vincent and the Grenadines 

Economic Situation -

Selected Development Issues". 



ST. 
PUBLIC 

'rotal Financing Requirements 

1. Public sector capital 
expenditure 

2. Amortization 

3. Other Debt Obligations 
N 
rl 

Financing Sources 

Domestic 

/j . Public sector savings 

5. Other Domestic 

External 

6. Project related 

7. Financing Gap 

VINCENT AND THE GRENADINES 
SECTOR FINANCING 

1986 

21. 3 

19.,7 

1.6 

/j.6 

3. 1 

1. 5, 

13.6 

3.1 

1986-91 

1987 

25.0 

23.3 

1.7 

5./j 

/j.l 

1.3 

16.1 

3./j 

REQUIREMENTS 

1988 

26.0 

2/j.l 

1.9 

6.2 

5.1 

1.1 

16.0 

3.8 

EC$ 

'. 

1989 

25.6 

23.7 

1.8 

7.7 

6.8 

0.9 

1/j.2 

3.6 

". 

1990 

26.0 

2/j.l 

1.9 

9.2 

8.5 

0.7 

13.0 

3.8 

1991 

28.5 

26.7 

1.8 

10.9 

10.3 

0.6 

l/j.O 

3.6 


