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programmes for each of the countries and reguiring a
cenpsensus on imporiant felicy issues, mebes it incevitabis
that the document is leccg than cdefinitive on every issue
Wwhich it addresses. We believe however that the document ic
cenerally sufficiently precise on the 1ssuec, and an

governmental intent, to permit of an early decision bv

donors in regard to the establicshment sf the propoce
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(i)

PPOPOSED EASTERN CAPIBREAN DEVELOPMENT FACILITY

FOR THE OECS STATES

S UMM AR Y

OECS Member Governments wish to propose to the
Faribbean Group for Cooperation in Economic Development, the
establishment of an Eastern Caribbean Development Facility
for the QECS States. This Facility is intended to provide

urgently needed financial resources to eliminate the

constraining budgetary problems now adversely affectlng the
countries' development efforts and to facilitate the
implementation of structural adjustment measures for the
accelerated growth of the economies of tLhe OECé states,.
QECS Governments are of the view that unless a special
faci1lity of the kind being proposed is established as a
matter of urgency, their countries could face social and

e¢onomi¢ disrupiion wilthin the next few years.

OECS Governments are of the view also that with the
additional special assistance now being requested of the
donor community, within a period of five to six years their
economies could be set firmly on a path of adjustment and
self-sustaining progress. This proposal is to be viewed
within the context of what appears to be a drying-up of
concessionary development capital from traditional sources
such as the International Develcpment Association, alongside
the ineligibility of these countries for the prdinary

financial rescurces of the VWorld Bank.



(ii)

Donors are being requested to pledge an amount of
approximately US$130 million to be drawn down over a
five-six year period to 1291 to meet projected gaps in
needed financial resocurces. This amount 15 in respect of

all seven Member States of the OQOECS.

All seven MHember States of the OECS wish to be parties
to the agreement relating to the establishment of the
proposed Eastern Caribbean Development Facility, actual
access to which will be triggered by a formal application of
the World Bank as custodian of the Facility. The Facility
w1ll be managed by a Management Committee to consist .of
representatives of the World Bank, the Eastern Caribbean
Development Bank, the Caribbean Development Bank, and the
GECS Economic Affairs Secretariat. Approval of counftries’
applications for access will be conditional upon agreement
between the countries and the Management pommlttee on an
economic peolicy programme to be implemented over an agreed
period of time. This programme will 1nclude an agreed
schedule for drawdown by the countries in amounts that will

have been agreed between the parties.

More precise indications of the projected gaps for each
Member State over the period to 1291 are contained in fthe
preliminary summary country programmes wWhich are included 1n

this document.



PART A

PROFOSAL FOR

EASTERN CARIBBEAMN DEVELOPMENT FACTLITY {ECDE)

FOR OECS STATES

1. BACKGROUNE

The OECS States have been experlencing severe economic
difficulties over the past decade. Rising import prices,
.accompanied by declining prices for their major export
commoditfties have resulted i1n deteriorating terms of trade.
Recession and protectionism in their major export markets
have contributed to a volume decline in their export trade,
Recession has also contributed to a reduction in the
availability of concessionary finance, and in the flow
of private capital and migrants' remittances into the OECS
countries, Natural disasters in these small countries have
served to emphasize the fragility of their economic bases,
and to exacerbate their difficulties. These difficulties
were berng experlenced at a time when the countries were
required to hear the increased costs associated with
constitutional independence--defence, external affairs, and

membership of international adencies.
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In these circumstances, governments have had little
choice but to attempt, through public sector 1nitiatives, to
maintain scme growth momentum, and to provide the

infrasfructure and the climate for foreign and domestic

private investment.

This resulted in a burgecning of external public debt
which climbed from US$75 million or 21.5 per.cent of gross
domestic product (GDP} in 19278 to US$216 million or 44.5 per
cent of GDP by the end of 19284, Similarly, central
government currenit expenditures as a percentage of GDP
increased from 25.9 per cent in 1978 to 38.8 per cent by
1984, and the overall deficit socared from d.z per cent in

1978 to 21.1 per cent i1n 1984,

The countries experienced cuthacks in their public
sector investment programmes because 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 1984 there was a defiecit of 1.4 per cent. { See

selected economic indicators for 1978-1984 at Table 1.)
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TABLE 1: OECS Selected Econcomic Indicators 1978-1984
1878 1979 1980 1981 1982 1983 1284
National Accounts
QDP Growth (%) 6.5 7.8 4.1 2.7 1.1 3.9
Investment/GDP (%) 44, 2 42.7 38. 6 32.4 41, 7
Public Investment/ .
GDP (%) 14,2 15.8 14.5 16.2 25.5
Private "ITnvestment/s
GDP (%) .. 28. 3 z25. 8 23_4 24. 5 16. 3
Domestic Sawvings/
GDP (%) 0.9 2.0 3.5 1.6 5.3 7.5
Public Finance
Central Government
Current Expenditure/
GDP (% 26,2 28.4 28.2 28.3 29.2 30.5 38B.8
Current Expenditure
on Defence & Public
Order & SafetysGDP
(%) 3.2 3.2 3.1 3.2 3.4 3.8
Central Government
Current Account
Surplus/Deficit/
GDP (%) 0.3 (D. 3} 0.6 (0.8 (017 C0.73 1.4
Cverall Deficit/GDP
%3 1.3 0.4 4,4 7.7 7.5 4.9 21.1
External Public
Debt/GDP 16. 9 24,4 24.0 28. 8 31,86 38.1 41. 5
Debt Serwvice Ratio 1. 8 2.5 3.5 -~ 5,2 3.6 9.6
Fubliec External
Debt Service/
Government
Expenditures 4,0 4.5 6.0 4.8 8.3
External Account
Terms of Trade 100.0 98.7 87.3 89.4 28.8 90.9
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The current fiscal problem of the CECS States is
neither new nor unique to these countries, Following the
o1l crisis of 1873, these countries experienced similar
prohlems in not being able to meet their current obligations
to regional i1nstitutions and to generate sufficient current
revenue to provide the necessary ccunterpart funds to
externally financed capital projects. The Governments of the
United Kingdom, Trinidad and Tobago, and Nigeria responded
in 1976 with the establishment of two programmes in the

Caribbean Development Bank (CDB):

1) Counterpart funds for Capital Projects; and

ii) Emergency Funds to Eliminate Arrears to Regional

Organisations.

These programmes were intended to address what were
consldered to be temporary problems. These programmes were
most successful in enahling the countries to sustain their
development programmes and to meet thelr recurrent
obligations to such regipnal bodies as the University of tLhe
Hest Indies. Both programmes are being adeguately
serviced - the latter through direct payments by
appropriations from the profits of the Eastern Caribbean Central

Bank { ECCBR)
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Three of the other CARICOM countries, notably Jamaicsa,
Guyana and to a lesser extent Barbados, experienced the same
problems, 3ecause of their more permissive monetary
arrangements, these governments were able fto sustain
ecopnomic 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 Facility (CDF} for Barbados, Guyana, and Jamaica
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 (0ECS) whose economic problems were
evidenced not on the exte?nal account but in fiscal and
economic contraction. Further, it was found necessary to
extend this CDF support teo the larger countriégs for longer

than the three to five-year period originally-envisaged.

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
seriously come to grips with the structural problems of

their economies.

2. PROPOSAL

Fully resolved to implement economic policies fopr
bringing about the structural adjustment of their economies,
yet conscious of the need for significant amcunts of
concessionary external financiél support for this purpose,
the QOECS States propose the establishment of an Eastern
Caribbean bevelopment Facility for the use of these

countries,

Specifically, the international community is being

requested to:

i} make available additional resources for the
creation of an Eastern Caribbean Development
Facility for the 0ECS countries from which
countries can draw resources on concessionary
terms, over a stated period of time, to finance
gaps on thelr current fiscal and external accounts
arising from the i1mplementation of a structural

adjustment programme;
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11L) accept as the criterion for eligibility for
borrowing under this Development Facility, an

agfeed strategy for structural adjustment.

3. JUSTIFICATION

Over the past five years certain donors have
contributed significantiy to the development of the OECS
countries, The CGCED has helped to facilitate the flow of
rescurces and has contributed to giving a structural
adjustment focus to the countries' develcpment efforts.
Significant progress has been made in the economic
performance of the countries. Assistance has so far bheen
linked.with specific projects and there has bheen one case of

sector lending.

Notwithstanding the progress so far achieved, the O0ECS
countries still face seriocus eceonomic problems, many of
these problems attributable to the special characteristics
and vulnerability inherent in -small-island economies. If
these countries are to achieve self-sustaining growth, they
have to overcome the severe structural problems inherent

in their economies.
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Project assistance wi1ll continue to be needed in order
to continue the process of building the necessary
infrastructure. Yet, additional amounts will be required to
support more comprehensive adjustment'policy packages. For
one thing, some projects for which donor financing has been
1dentifi1ed fair1l to get started for want of local counterpart
funds and for resources for debt serviclng. Delayg 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 flnancing 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 economic difficulties which are
hampering their economic progress and their utilisation of
available donor and institutional financing For projects,
It will help to minimise, to tolerable levels, the social
and economic dislocations associated with the implementation
of structural adjustment programmes. At the same time, the
framework proposed for this Facility allows cost savings in
the administration of aid and minimises the duplication of
aid donor effort. Additionally, it provides a multilateral
and focussed arrangement involwving both the donors and the
recipients where national and regional issues can be

meaningfully and realistically addressed,
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4. STRUCTURAL ADJUSTMENT TISSUES

The Member States of the OECS commit themselves to
taking action on a number of economic policy areas  with a
view to placing their-economies on a sound structural
footing bolstéred by abprobriate fiscal and economic
policies. The programmes of structural adjustment as

envisaged by the countries relate to the following:

1} policies for the development of the productive
sectors;
11} fiscal reform
11iid monetary and exchange rate polipies;
iwv wages and -salaries pelicies;
V) trade, tariff and export promotion policies;
vi} public administrative reform

viil common Services.

Hhat follows is intended to give-an indication of the issues
relating to the structural adjustment of the OECS countries
at the national and regional levels and the approaches being
adoepted by the countries to c;me fo terms with these issues.
The preliminary summary country programmes for each of the
QECS States and comprise an essential part of this document;

they give a more precise indication of the policy issues to

be addressed at the respective national levels.
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I} Policies for the Development of the Productive Seciors

a) The Problem

The productive bases of the economies of the OECS States
are marked by over dependence on a narrow range of export
commodities and services. Given the predominance of,
variously, bananas, sugar and tourism in these countries,
their production structures can be described as
monocultural, More so, this traditional export agriculture
is affected by relatively high cost, a consequential lack of
competitiveness, and an endemic dependence on protected
access to traditional markets, or at any rate on the
vagdries of international commodity prices. The banana and
coconut industries are particularly vulnerable to forces
majeures and tropical diseases, circumsftances which render
the economic Fabric of some of the islands tenuous. Yet the
large measure of dependence of these economies on
traditional export agriculture’'s significant conftribution to
growth, employment and expoét earnings, gives rise to a
strong vested interest in its preservation, and tov some
extent may have weakened enthusiasm for agricultural and
sectoral diversification. Traditional agriculture itself
has too little dynamism for significantly increasing its
output or for increasing its contribution to Ehe development

process.
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bl The Adjustment Imperative

In regard to the structural pillars ¢f the economies,
the adjustment objective must be to place these economies on

& sounder, less fragile footlng.'-The pclicy 1mperabtives are

of two kinds:

1} increasing the productive efficiency of traditional

agriculture to improve its cost-competitiveness;

and

1id broadening the productive bases of the economies

through sectoral and agricultural diversification.

The adjustment objective is the achievemenit of an
appropriate sectoral balance between agriculture, {(including
non—traaitional agriculturel, manufacturing, tourism and
other services. It calls for a comprehensive eﬁport
strategy, to include components of econemic peolicy &nd
institutional change. In sum, the entire Ppolicy basis for
change in the productive sectors 1s to be dgiven an export

orientation.
iiaiz Progress
OECS governments have for some time now been sensitized

to the need to diversify their economies and to i1ncrease 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 1n these directions. A
tremendous amount of work has gone intc 1mproving the

quality and output of traditional agriculture, investigating
possible alternative uses [or bananas, and into crop
diversification. The grcoundwork 1= being laid for increasing
the scope for scientific development of traditional and

non-traditional export agriculture.

In regard to the manufacturing sector, work 1s
currently in train to develop a set of comprehensive
industrial strategies for the GECS countries, with an
explicit up-front export orientation. At the wider CARICGCH
level, efforts are well advanced towards identifying the
region's export supply potential and to develop industries
with 1dentifi1ed export potential. A number of projects have
commenced geared towards the agro-industrial development of
the economles —~ &n area where cons:iderable potential i1s

thought to reside.

The development regquirements of the touricm sector,
including intersectoral linkages, ara being addressed,
tourism sector strategies for the OECS countries are being

prepared with the assistance of CIDA.
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CIDA now appears committed to embarking en a
comprehensive approach to agricultural diversification in
the OECT countrieg; a gcimilar approach to the manufacturing
sector 1s being coordinated by, the CDB. Detailed
information 1s still to be obtained on the coverage and
approacheé of these studies. Through the TARM and OECS
Tormulation of industrial strategies will continue, The
opportunity of the Lome III Convention will be taken to

pursue identified activifties in all the productive sectors.
Complementary of these wvarioug activities, effortec will
continue towards formulation of, and agreement and

comprrehensive export strategies for the OECS countries.

I1) Fiscal Reform

aj The Problem

The fiscal systems in the 0OECS countries are generally
weak, They are characterised by inadequate control of
public expendifture, less than efficient resource
mobilization, and inefficient public sector agencies. This
situation results in a generally inadegquate fiscal
performance, manifested in an insufficient contribution of
domestic rescurces to the dévelopment effort, and a
corresponding near-total dependence on donor and other

external financial resources,
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b) The Adjustment Imperative

Measures must be put in place that will improve
expenditure centrel, resource mehilization and public sector

efficiency.

Improved expenditure control is expected to be achieved

through:

i) improved financial programming and planning on

current and capital account;

ii) improved cash hudgeting and

accountabilaty,;

iii) improved budget preparation, 1ncluding improved

estimation of resource requirements; and

iwvi development of a capability for effective public
sector investment programming, including
projecting the recurrent budgetary i1mplicaticns

of the public¢ sector investment programme.
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Improved resource meobilizatron 1c expected to be

achieved through:

i}

ii)

111)

iv)

v}

reforming all major tax laws and procedures fo
expand the tax base, eliminate loopheles and
dallow for improved tax and customs

administration;

undertaking a comprehensive review of the policy
and administration of all fiscal incentives with

the aim of minimizing their revenue cost;

introducing and maintaining a continuous
comprehensive programme of in-house and overseas

training 1n all professional areas of fiscal

" policy and taxation; and ensuring adequate

staffing at all levels, especially in revenue

departments;

renegotiating double taxation arrangements to
ensure that income accruing to non-residents pays

a fair share of taxes;

reviewing the user charges for public services to

reflect the cost of providing these services,
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Improving efficiency of public sector agéncies is

expected to be achieved by:

i) eliminating hidden subsidies such as duty
exemptions on imports and free public utaility

services;

111} establishing transactions between Central
Government and such agencies on a commercial
basis where applicable and discharging all

indebtness to government of such agencies;

ii1id 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.

11713 Honetarv and Exchange Rate Policies

al The Adjustment Imperative

Three dimensions of a programme of change in monetary
and exchange rate policies can be identified. The firct
relates to the changes to be effected in interest rates and

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

regional aspects of thece policies.

Interest rates and credit instruments are reguired to
achieve i1ncreased mobilisabtion and retention of domestic
savings; and greater use of such savings in socially and

economically desirable investments.

The development of an active exchange rate policy 1s
aimed at providing support to production policies and to
trade liberalisation measures for strengthening the: balance
of payments and thereby increasing the return con production

for export.

These policies will be designed'in the context of
increasing harmonisation at the sub-regional level by the
Monetary dounc11 of the Central Bank. In so far as this
harmonisation needs to be made consistent with trade
llberalisatioh measures taken either at the O0ECS or CARICOM
lavelsg, care will bg necessary to exploit substitutabil:ity

andsor complementarity 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 siructure of the
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financial environment. Interest rate policy, in so 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. Information on effective rates ;f interest on
lcans is now communicated to borrowers and to the Central
Bank to ensure greater competitiveness among lending
ihstitutions. Exchange control conditions are being
increasingly harmonised and a Uniform Banking Law for
application to all the ccuntries 1s now under consideration
ty the various countries. It is expected that this umbrella
law to harmonise arrangements for supervision of the

financial institutions will be enacted in 19286.

The exchange rate issue 1s being addressed. Some
preliminary work on this issue was carrcied out by the
International Honetary.Fund twe years age, and produced
results which were 1nconclusive. The Eastern Caribhean
Bank's more comprehensive examination of the issue is quite
advanced, The effects of possible variations in the
exchanqe rate on the economies of the Member States have

been studied in detarl.

The studies have produced several important results.
The first 1s that there are sufficiently significant
differences between the countries to make 1t necessary o

consider mechanisms and wider approcaches which can reconcile
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the various 1nterests of the countries. Some counhtries that
are heavily reliant on export agriculture can possibly
benefit from an exchange rate change, while these with more
secure tourist markets may not reguire a change i1n the rate

to maintain rapid growth 1n tourist actiwvity.

The second is that the budgets of & number of countries
¢can be adversely affected by an exchange rate change either
because of relatively large exfternal debt obligations or
because of 1nadequate control over wages. The third 1s that
undue burden cannot he place on the exchange rate and that
fthe 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 promoiion measures.

The Board of Directors of the Eastern Caribbean Central
Bank has indicated to the Governments the need for specific
fiscal measures which are necesgsary for managing the
economies 1n an environment in which currencies of the
trading partners of the OECS countries are subject to wide
fluctuations. In the meantime, the Central Bank 1s
exploring the feasibility of mechanisms which cén, 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 ECCB study asre to be concidered at
the next meeting of the Monetary Council of ECCB scheduled

for April, 198¢%.

IV Hage/Price Policy

Each of the country programmes stresses the i1mporftance
of taking explicit and direct action to keep i1necreasec in
public sector wages and salaries in check. It is recognised
that 1ncreases in the level of public sector wages and

salaries can adversely affect:

1. the ability of the -countries to increase public secior
savings;

2. export-competitiveness;

3. fthe ability to maintain the esxchange value cof the

domestic currency.

Generally, the countries will seek to keep increases in
public sector wages and salaries 1n an appropriate
relationshp tb rates of inflation and to seek to have this
accepted as the pattern for the entire economy. It 15
proposed to enter inte discussion with private sectors and

trade unions with a view to obtaining agreemeni on a social

Al
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contract relating to the issues of (1) wagec, (11} prices,

(i11} employment and (iwv) proddctivity.

The Governments, in their efforts to deal direetly with
the issue of wages and salaries, productivity and
unemployment, are conscious of the cultural and sociologicai
dimensions of the issue and will be attempting to deal with

1t from a multi-diseciplinary perspective.

The task in manifold. There 1s the educational
dimension which relates to the need to embark on wéll
designed training 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 difficult taéks, ftc assume more
responsibility and to learn how to inerease the output of

their activities.

Wages policy is one which involves delicate adjustment,
particularly when a sharp exchange rate may be coniemplated
as a means of lowering the real wage in order to increase

export competitiveness,.

Success in this effort will be demonstrated im the way

in which lower living standards are tolerated when currency
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swlngs are adverse. In contrast, sharp exchange rate
changes to reverse the effect of those currency swings often

cause social upheavals.
The Governments of the CGECS Statesc now have an

1nereased awareness of these ramifications and this is

reflected in the summary couniry programmas.

V) Trade, Taraff and Expert Promofion Policies

ail The Problem

Deriving from their membership 1n the Eastern Caribbean
Common Market (ECCHM) and the Caribbean Common Market there
is an 1nevitable regional dimension to the OECS countries’
approaches to, and strategies For. structural adjustment, To
some extent this constitutes both an opportunity for, and a
constraint on their ébility to implement parficular

structural adjustment measures.

The countries' membership of ihese common market
arrangements implies a commitment fto certain common policies
relating not only to exchange rates but alse to trade and
Ltariff policies, and to working towards harmonised fiscal,

investment and sectoral development paolicies.
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The problem here 15 that acticon on some of these
measures including those relating to tréde and tariffes,
requires agreement by all members of the recpective common
markets. The opportunity is that certain kinds of measures
are more acceptable in any one country when thex derive from
larger region-wide decision-making, to which all of the
Member States are parties. Policy on regional issues such
as the common external tariff and effective rates of
protection require that the circumstances of every
individual member of the grouping be taken into account

prior to taking joint decisions.
In regard to export promotion there is under utilized
scope for national action in regard to policy and

institutional arrangementis.

h) The Adjustment Imperative

Action in regard to trade liberalization requires a
critical re~examination of the rationale for and levels of
the region's common external tariffs. It requires that a
determination be made of an appropriate level of the tariff
with particular regard to desirable levels of protecticn,

for domestic industry; it requires that appropriate 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 need
for protecting demestic industry and for supporting an

export drive.

Another imperative 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 fthat
ex1sis at the national levels for establishing appropriate
policy and institutional measures for bringing about a

significant 1ncrease in exports.

Vi) Public Administ?ative Reform

ai The Adjustment Imperative

In relation to their public administrations, the

adjustment objective must be the feollowing:

i1} to eritically examine the existing structure,
organisation and management of the public
administrative systems of the countries with a
view to defermining the extent to which these
systems now cperate in a manner that is likely
to conkribute maximally to the countries’' social

and economic objectives, and i1n a manner which
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would be fully supportive of the countriec

economic strategies;

r1) to carry out a systematic process of reform and
restructuring of the public administrations in

line with the c¢riteria set out at (i) above;

1ii) 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 beneficiral exposure
to effective public sector management; both to
imbue public servants with a more desirable
vublic service spirit and to provide necessary

skills.

Governments accept the need to be sensitized to the
importance of pursuing efforts-i1in this area and thHe need to
adopt appropriate strategies for public administrative
reform and for a continuing effort at improving the

capabilities of their public services.

VII) Common Services

Given the very small sizes of the 0ECS countries and
fheir shortage of high Yevel 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
coordinated basis. OECS governments propose to continue to
work towards the provision of common servic953 as
appropriate, in areas such as [fiscal policy and planning and
economic¢ planning advisory services, coordinated planning of
agricultural and industrial development, public sector

managemant training, trade peolicecy analysis and advice, and

export promotion and development.

5. SIZE, ACCESS AND OPERATING PRINCIPLES

The amount of resources required for the Facility {SDF}
w1ll be determined by each eountry's financing gap ovér the
next six years. Final estimates of these gaps will be
worked out in the context of each country's adJustaent
program and overall financing requirements, However, as a
guide to donors of the likely magnitudes, a preliminary
projection has been made for the countries using readily
available data. A1l seven GECS Member States expect to be
in a position to access the Facility. Preliminary
projections of the [financing gap in these countries' public
sector investment requirements over the six-year perioed to
1991 point to a regquired overall size of th Facility of
approximately US$136 million or, an average, US$3.24 million
per annum. ( See Table 2.1 A more precise indication of

each country' s financing gap will derive from the detailed



~27=

QOECS

TABLE 2

PROJECTED FINANCING GAP

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. 490) 0,22 12.10
Grenada 3,00 3.50. 4,50 4,00 3,00 3,00 21.00
Montserrat 2,32 1.51 1,93 2,67 2.91 3,20 14,54
St. Christopher/Nevis 2.55 2,21 3,01 3,67 3.41 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 countiry has

formally sought access to the Facility.

It is envisaged that access to the Facility will be
open to any QECS Member State which embarks upon an agreed
structural adjustment programme. It is expected that donors
w1ll make pledges to contribute to the Facility i1n specified
émounts, and within two months after the signing of a
Memorandum of Understanding, will issue non-interest-bhearing
demand notes to the World Bank for the full amount of their

piedged contributions to the Faecility.

It is envisaged that a country intending to access the
Facility will make formal application to fhe world Bank, as
custodian of the Facility. This application will indicate
the program Lo be pursued over a specified time-frame, the
amount of financing required and the country' s willingness
to enter into consultaticns with the World Bank with a view
to developing a detailed counftry programme to be agreed
between the country and the Management Commifitee of the

Facility, i.e., the World Bank, the ECCB, CDB3 and GECS/EAS.

Once the programme has been agreed between the country
and the Management Committee, the World Bank would he
expected fto inform the donors that the programme has heen
agreed, and would indicate the amount of resources required

from them and the schedule for making payments.
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It i proposed that within a periocd of twe months aflter
a programme has been agreed, the counfry wi1ll be 2ligible to
drauwdown an amount equal to 25 per cent of the required
amount under thpi programme; and that subsequent drawdowns,
each in an amount equal to 25 per cent of the totazl amount,
wil]l be made at 51£—month1y intervals on the bhasisz of
satisfactory implementation of the agreed programme, and on
the basis of a programme review to be carried out by the

Management Commitiee in consultation with the country.



PART B

DRAFT MEMORANDUM OF UNDERSTANDING
FOR PROPOSED EASTERN CARIBBEAN DEVELOPMENT FACILITY (ECDF)
POR 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 chdallenges:

(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 rates
generally associated with the limited financing
available;

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

(d) the reccgnition that OECS countries are at the
cross-roads with the countries' medium-term
eccnomic fuftures dependent on the economic policies
which we‘implement and the programme of external
financial support which donors now provide.
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3. Purpose

The purpose of the Facility is to mcbilise the concessionary
resources necessary to support an ecoromic adjustment pro-
gramme which will, within five years, place the OECS coun-
tries:

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

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

(e) 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.

y, Size of the Facility

The size of the Facility will be the amount of additional
unidentified financing required to meet the countries' objec-
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 programmes 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¢bjectives and principles of the Facllity.

6. Terms and Conditions

Interest - 1 percent per annum for the first

ten years anc 2 percent thereafter.
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Maturity - TForty years inclusive of a ten-year
grace period after first disburse-

ment.

Repayments ~ One hundred and twenty equal quarterly
' instalmerks beginning from year 11
after first disbursement.

Currency of Loan - Loan amount will be denominated in
ECS.

Procurement - No speeial procurement conditions
will apply.

Drawdown by - Half-yearly and within three months

countries

after the period to which it applies.

7. Establishment cf Facility

The Facility will ccme into being on the signing by the relevant
parties of a Memorandum of Understanding which will include a
statement of the purroses of the Facility, the obligations &nd
roles of the respective parties, ané¢ the procedures and condi-
tions of access. The relevant parties will include the reci-
pient countries, the donors znd the relevant regional and inter-
national agencies.

8. Operating Principles and Procedures

Donors will make pledges to contribute tc¢ the Facility in
specified amounts and within two months after the signing of
a Memorandum of Understanding will issue non-interest-bearing
demand notes to the Werld Bank for the full amount cf their
pledged contributions to the Facility.

A country intending to access the Pacility will make formal
applicgtion to the World Bank, as custodian of the Facility.

/4, cen
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This application will indicate the programme to be pursued
over a specified time-frame, the amount c¢f financing required
and the country's willingness to enter into consultations
with thre World Bank with a view to developing a detailed
country programme to be agreed between tlhe country and the
Management Committee of the Facility, i.é:, the World Bank,
the ECCB, CDB and OECS/EAS. |

Once the programme has been agreed between the country and the
Management Committee, the World Bank will inform the donors
that the programme has been agreed, indicate tle amount of
resources required from them and the schedule for making pay-
ments.

Within a period of two months after a programme has been
agreed, the country will be eligible to drawdown an amount

equal to 2% percent of the required amount under the programme.

Subsequent drawdowns, each in an amount egual to 25 percent
of the total amount, will be made at =ix monthly intervals on
the basis of satisfactory implementation of an agreed pro-
gramme, and on the basis of a programme review to be carried
cut by the Management Committee in consultation with the
country.

a. Management

The Facility will be managed by a Management Committee con-
sisting of the World Bark, the ECCE, the CDB and the OECS/EAS,
with the Werld Bark as custodian and convenor. The World Bank
will have the responsibility for:
(a} preparing, with the beneficiary country and designa-
ted regional institutions, (and with tlLe assistance
of the IMF as necessary), country economic programmes
involving macro-economic and sectoral policies -
and the publie sector investment programme, for pur-
poses of facilitating country access to the Facility;

/5. ..
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(b)

(c)

(d)
(e)
10.

(a)

(e)

- N _5_

monitoring (with the assistance of the IMF as
necessary) with designated regional institutions,
country performance on the implementation of pro-
grammes and country eligibility for drawdowns
from the Facility:

convening meetings of contributors, beneficiary
countries and participating institutions to:

(i) . obtain mutual agreement on the content
end phasing of programmes; and

(ii) review annually the overall performance
of the PFacility;

ensuring that programme resources are channelled
to ECCB on a timely and as agreed basis for the
countries' accounts;

providing as necessary structural adjustment-type
loans outside the Facility to support the financing
of the economiec adjustment programme.

Role of Other Institutions

CDB

(i) participation in the preparation and moni-
toring of the country programmes with
special regional responsibility for the
P3IP:

EAS

(1) participation in the preparation and moni-

toring of the country programmes 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 preparztion and moni-
toring of the country programmes, with
special regional responsibility for the
demand management programme and external
debt;

(ii) channelling and acting zs custcdian for

funds disbursed to beneficiary countries;
(iii) provision of bridging finance to countries:

(iv) making a contribution to the required finan-
c¢ing under the Facility;

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

11. Role of beneficiary countries ard contributcrs

"(a) Beneficiary countries

(i) provide firm indication of interest in the
establishment of the Facility by giving
indications of medium-term objecti%es/
targets and programmes that it 1s prepared
to implement;

(1i) work with institutions &snd donors in devel-

oping an agreed medium-~term economic pro-
gramme ;
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(b)

(iii)

(iv)

_7_
implementation of programme; and

the Director of Finance and Planning to

have responsibility for the coordination
and monitoring of' the implementation of

the programme:

Contributors

(ii)

(iii)

A et —— —

within two months after the signing of
the Memorzndum of Understanding, issue
non-interest-bearing demand notes to the
World Bank for the full amount of the
pledged contribution to the Facility:

within one month after a country programme
has been agreed by all the parties con-
cerned make payments to the World Bank in
an amount equal to 25 percent of the total
commitment to the Faeility; and

once & country programme has been agreed,
make payments to the Facility as required
in keeping with the objectives and opera-
ting principles of the agreed programme.

Foka ko okkokkokok kokokok kKK



PROPOSAL FOR
EASTERN CARIBBEAN DEVELOPMENT FACILITY

FOR OECS STATES

PART C.

PRELIMINARY SUMMARY
COUNTRY PROGRAMMES




ANTIGUA AND BARBUDA

Summary of Proposed Country Programme for 1986-91

MACRO-ECONOMIC OBJECTIVES

(i) An average growth rate of 5% per annum;

(ii) An increase in public sector savings from -2.07%

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

(iii) 4 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%Z of GDP by 1990 in order to restore credit-

worthiness.

SECTORAL OBJECTIVES/TARGETS

The overall sectoral objectives are to expand the productive private
sectors with emphasis on tourism, manufacturing and agriculture.

The relative objective emphasés will be on:

(i) Tourism: To ensure continued highgrowth in the secter
and increzse benefits accruing to nationals both within

the hotel industry and in supporting economic activities.

)



(ii) Manufacturing: To further develop the export orientatio

attract enclave industries and, to a lesser degree, to
stimulate the development of small enterprises which can

exploit the local market.

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

the importation of g00ds and create linkages with the
tourism sector by production of fruits, vegetables and

meat products.

Specific targets of the productive sectors are being finalised

studies become available. Tentative projections for the major

productive sectors are as follows:

Tourism
(i) growth (value added) of 7% per annum;
(ii) 6% increase per annum in average daily visitor

eXpenditure;
(iii) 10% increagse in visitor arrivals;

{(iv) annual direct creation of 500 new jobs.

Manufacturing

(i) groﬁth (value added) of 7.5% per annum;
(id) volume increase in exports of 10%Z per annum;

(iii) new job creation of 500 per annum.

0,
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Agricul:ure

(i)

(i1)

(iii)

_growth (value added) of 6% per annum;

volume increase in export of 10% per annum;

new job creation.of 100 per annum.

KEY ISSUES AND CONSTRAINTS

General

(i) Small island diseconomies;

(ii) ° weak and over z2xtended public sector institutions:

(iii) <critical 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
can easily migrate;

(vi) 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;

o
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{(vii) high production and transportation costs and limited
efficient suppert infrastructural and institutional

facilities;

(viii) limited manufacturer and farmer access to available loan

credit and the unavailability of venture capital;

(ix) limited market knowledge and marketing expertise.

SECTORAL STRATEGIES

Tourism

(i) An on-going programme of tourism marketing;

(ii) development of historical sites and a Natiomnal Park;

(iii) planning of tourism orientated activities like street
faire, duty free shopping areag etc;

(iv) 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) improved entertainment facilities;

(vii) improvement of the runway at V.C. Bird International
Airport;

(viii) improvement of berthing facilities at the Deepwater

Harbour. .



Manufacturing

(i) Expansion of labour—-intensive enclave industries;

(ii) small enterprise assistance in financing and manage-
ment trainings;

(iii) continuted construction of and the encouragement of
private sectot ownership of fzctory shells;

(iv) exploration of joint venture possibilities with regional
and extra-regional entrepreneurs;

(v) continued investment promotional activity.

Agriculture

(1) Diversify from plantation crops to fruit and vegetable
cCToPS;

(ii) increase the amount of local fish and meat processed
for the tourism market;

(iii) promotion of foreign commercial investment in agriculture
for exports.

Puhlic Policy

(i) To improve Government financial management and revenue
colliection;

[}
(ii)

to increase the financial viability of Public Utilities;



to divert to the private sector productive enterprises

which are publicly owned wherever possible:
to retain the ownership of land and wmake it available

for purposes specified so as to retain contrel over its

to computerise the Statistics Department, Treasury, Ministry

of Finance EBeadquarters and the Ministry of Economic

to improve planning and inter-ministerial liaising between

the Ministry of Finance, Ministry of Economic Development

to establish facgilities in conjunction with existing donor

agencies for on-lending funds for venture capital and the

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.

(ii1)
(iv)
development;
{(v)
Development;
{vi)
and the Prime Minister's OEffice;
(vii)
construction of factory shells.
Fiscal Policy Reform Programme
(1)
(in progress);
(ii)

to have in place a permanent negotiéting 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 mnon-
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

nots;

(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.

PUBLIC ADMINISTRATIVE REFORM

The rapid expansion of the public sector highlighted the need teo
transform from a colonial type institution to a development

orientated administration. The main weaknesses are as follbws:

(i} The need to clarify the functions of various administra-

tive units to avoid duplication and mis-allocation of

resources;

(i1) substantial shortages of technical/professional and
senior personnel is compounded by a large number of low

level non-technical personnel requiring detailed super-—

vision;

(iidi) lack of co-ordination betweer various Ministries and non-

compliance and irregularities in operational procedures.

o



Government is committed to undertaking a re-classification

of the categories of workers with a wview to finding ways of more
effectively utilising the public sector's manpower resources.
The re—-classification would help in the proper deployment of
appropriate staff. Training will be introduced to all levels

of staff within the serwvice.

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

donor assistance is being sought to assist in the upgrading cof

the General Orders, Financial Instructions and Stores Rules.

Human Resource Development

The Govermment Tecognises 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 Goveranment 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

developnment and administrative reforms.



All means necessary will be used to attract and retain qualified
persons within Antigua and Barbuda. Career guidance will be

3

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 Govermment.

An expert has been contracted to review the current school
and technical college curriculums with the view to designing one

mere appropriate for the develcopmental needs of Antigua and

Barbuda.

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 inctrease from
U.5.53.31m to US33.56m. From 1989, because of increased public
sector savings, it is expacted to decline. A total of US520.33m

financing will be required for the period.



TABLE 1

ANTIGUA/BARBUDA ~ PUBLIC SECTOR FINAHCING REQUIREMENTS

(u.s5.%M)
Total
1985 1986 1987 1988 1989 1990 1991 1986 to 1991

Total Financing Requirements 29,41 31.38 34,65 37,54 40.90 h4,60 49.22 238.29
Public Sector Capital
Expenditure 20.61 22.68 24.95 27,44 30,20 33,20 36.42 195.50
Amortination 7.80 5.20 6,20 6,60 7.20 7.90 12,80 53,70
Other Debt Obligations 3,50 3.50 3.50 3.50 3.50 ‘e 17.50
Financing Sources
Domeatic
Publie Sector Savings 4,75 7.12 11,22 15.30 20.00 25.42 31,64 111,31
Other Domentlce 4,00 .. . .s .. . ve .
External 20,566 23.66 23.42 22,24 20.90 19,18 17,50 126.98
Project-Related 17,35 19.87 19,67 18,66 17.55 16,11 14,77 106 .65
Financing GAP 1.3 3.79 3.75 3.56 3.35 .07 2,81 20.33

Hotesn
{. Projected at 13X of GDP

2., As in World Bank economic Memoranda

3, Projected repayment of acrrtearas over five years

4, Public sector savings, projected to improve steadily to reach 7.5% of GDP by 1990,

(5ee TABLE 2}
Apsumes no further borrowing

Externsl sources f[inance B4Y of the PSIP

5.
g. Resfdual between total requirements and domentic sources,
8.

Financing GAP is residusl.



(E.C.$M)
1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990° 1991

Nomestic current .
revenue 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
Domestlc current
expenditure 2. 63.2 77.2 90.7 112.1 110.1 108.0 114.5 121.4 128.6 136.3 144,50 153.16 162.35 "
Current account
balance {(10.0) (13.3) (11.3) (19.2) (22.2) (9.6) {(4.3) 2.0 2.60 18.5 28.9 41.04 55.15
Social Security )
& Medical Bene- 12.84 14.13 15.54 17.09 18.81 20.69 22,70
fits 3.
State Fnter- .28 4&.71 5.18 5.70 6.27 6.90 7.57
prises

12.82 20.84 30.32 41,29 53.98 68.63 85.42

Public Sector
Savings

TABLE 2

ANTIGUA AND BARBUDA: CENTRAL GOVERNMENT REVENUE

1. Projected
2. Projected
3. Projected

4. Projected

12% growth rate from 1983.
6% growth rate.
at 37 of GDP market prices.

at 1% of GDP market prices.



DOMINTICA

COUNTRY PROGRAMME

QUTLINE
1. Economic objectives and strategies
2. Policy issues:

(a) macro-econonic
(b) sectoral
3, Needed programme interventions

b, PSIP financing gap and financing plan.



DOMINTICA

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 fthe debili-
tating effects of the 1979 hurricane. In 1982-83 economie
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 govermnment 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 periocd 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.

B



. 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 tourlism 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 acticn at the macro-economic and sectoral levels
.£o raise the 1level 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 publie 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 -



(1)

(ii)

Wages and Salaries

The Govermment fully accepts the need to keep waées and
salaries in check and proposes to work towards a national
concensus on incomes 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 bé 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. t 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
publiec 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.

Public Expenditure Control

In addition to its efforts to control the share of wages
and salaries in total expenditure, the Government will
work towards further control of public. expenditure in
order to maximise the local contribution to public sector
investment. This will be done through tralning programmes
in public sector financial management and expenditure con-
trol and accountability and through the ongoing efforts

in administrative reform and reorganisation.



(iii) Divestment

(iv)

(v)

(vi)

The Govermment's efforts to control public expenditures and
increase public sector savings will be assisted through a
continuation of its policy to divest from public or quasi-
public enterprises. Govermment has already eliminated pub-
lic sector subventions to all public or quasi-public agencies.
The Goverrment will seek to ensure that the reorganized
Dominica Export-Import Agency is properly instituted before
deciding on the extent of governmental involvement in its
operations.

Publiec 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 assistaﬁce of CIDA,
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 produective public
service, which 1s expected to impact positively on the pub-
lic sector finances,

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 nationzl economic planning.

Unemployment

It is a major goal of poliey to reduce unemployment.
Sueccess in raising output and exports and in increasing
public sector savings will help fo reduce unemployment.
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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 settlement and rural
development programmes are intended to provide increased
opportunities for gainful employment. Success in following
the various strategies for increasing sectoral output es-

pecially in manufacturing, will contribute to reducing
unemployment.

SECTORAL

There 1s an urgent requirement to increase the efficiency and
output of all economic sectors to make for reduced unemployment
and balance of payments improvement.

(1)

Agriculture

The chief poliey objectives in agriculture are to revive
the lagging traditional sectors of bananas and eitrus, and
to diversify the agricultural base. Successive programs

$o address specific problem areas of the ailing banana in-
dustry include a major restructuring 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
efficienéy 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 20 per cent below
the 1978 levels., To stimulate pro@uction 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 tc the domestic

banks, which currently absorbs about EC3 cents per 1b, of
bananas. To address the productivity issue, Government

is focusing on the problem oif farm access roads, resoclu-

tion of which would reduce the amount of rejected fruit

and acclerate the adoption of field packing, which itself

is a productivity-enhancing method. Govermment 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-
tles. 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,
govermment is giving active consideration to restructuring
the Citrus Growers' Cooperative Association somewhat along
the 1lines of the restructured Banana Marketing Corporation.
The ongoing lime rehabilitation project, begun with EDF
financing, may need to be accelerated. Production will
have o be increased to 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



(ii)

_'T..

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

An important edement 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 0AS 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 project.

Industrial Development

The Govermment'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-CARICOM
markets. The investment promption strategy needs to be
more effectively groved to take advantage of preferential
arrangements such as the Caribbean Basin Initiative and

" the Lome Convention.

It is proposed to lend further support to small and
medium-scale manufacturing for the domestic and export
markets by providing training and technical services
through industrial nurseries and through other appro-
priate instititional and poliecy support. In particular
the Govermment intends to lend active support to efforts
to access the relatively large markets of the.neighbouring
French Islands of Martinique and Guadeloupe.

kil



(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 obftain expert assistance for
improved marketing and for product development.

(iv) Natural Resources Management

Dominica'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 relevant assistance
for planning and implementation.

NEEDED PROGRAMME TINTERVENTIONS

The programme interventions necessary for bringing about the
poliecy changes required must be carefully formulated and effec~
tivaly executed. A definitive statement of these should derive

from further discussion between Dominica Government representatives

71



and officials of the donor agencies involved in the Special
Development Facility.

Yet it is possible at this stage to give an indicative listing
-0of the kinds of programme interventions that might be necessary

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

in agriculture: - technical and financial assistance to the
banana industry to improve ylelds, 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;

in manufacturing - investor search services;

- improved efficiency of publie 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:
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in tourism: - 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.

FPINANCING GAP AND FINANCING PLAN

Although projects have not yet been identified beyord 1986/87,
the size of the PSIP 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. Emphasis will also be given to the
agricultural sector and to the provision of support facilities
for the industrial sector.

Over the six-year period July 1986 to June 1991, Dominica is pro-
jected to have a financing gap of US#2lmillion, 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

1
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TABLE I
DOMINICA'S PUBLIC SECTOR FINANCING REQUIREMENI*
(1982-1991) (US$ MILLICN)

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

. Total Financing 15.00 16.0 23.60 30.40 23.10 25.20 25.30 27.50 .25.00 26.50
Requirements ' :

. Public Sector capital 12,30 14.8 21.00 27.50 20,40 22,30 21.70 23.70 21.50 23.40
expense

. Amortization 0.70 1.10 2.30 2.30 2.50 2.90 3.60 3, 80 3.50 3.10
. Other debt objections 0.00 - Q.10 0.30 0.60 0.20 0.00 0,00 0.00 0.00 0.00
FINANCING
. Public Sector savings -0,50 0.90 0.04 1,11 0.40 2.21 3,62 5.26 7.17 7.81
6. Domestic borrowing -2.90 -0.50 2.80 0.00 1.52 0.45 0.43 0. 47 0.43 0.47
7. Total Domestic -3, 40 0.40 2.84 1.11 1.92 2.62 4.05 5.73 7.60 8.28
Financing
. External Financial 16. 40 15.60 20.80 29.29 21.18 22,58 . 21.25 2177 17.40 18.22
Requirement . .
. Project-related grants 14,90 9,70 16.30 22.70 18.50 18.60 18.20 19.20 17.80 18.00
arnd loans
. Financing Gap 1.50 5,90 4,50 6.59 2.68 3,98 3,05 2.57 (0,40) 0,22

* See notes to Table 1, 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 are based on actual data for July-
December 1985. 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 1984 to 1.4% in 1985, 1.5%
in 1986, 2% in 1987, 3% in 1988, 4% in 1989, and
5% in 1990 and 1991. ’

Prdjections are based on Govermment's poliey of
restricting 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.



GRENADA .

Summary of Proposed Country Programme for 1986-91

Preamble: (i) Projections of the main elements of the
Macro-economy of Grenada, Carriacou and
Petit Martinique over the 1986-91 planning

pericd.

{(ii) Data sources include studies on the Gremnada
economy by the C.D,B, the I.M.F., the
World Bank, U.5.A.1I.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 Dbjectives X

(i) Maintenance of a high rate of total investment at about
levels betwgen 35%Z and 40% of gdp. Private sector
investment which averaged 7% of gdp in the 1982-84
period is expected to increase in proportionate terms
to about .15% of the gdp in the latter years of the

planning peried. (See Table 4).

(i1 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;

N\


http:examination.of

(iidi)

(iv)

(v)

(vi)

growth rate of tourism averaging 15% per aunnumj;

Covernment services to be held at the 1985 level
in real terms throughout the planning period.

(See Table 1I).

Public sector savings to be increased from about 3% of
gdp to about 6% of gdp.

Central 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.

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

for increases in proportion of intermediate and capital

goods.

2% annual growth in net employment from growth in
employment in infrastructural development, hotels,
residential and non~regidential construction. This will

generate 50%Z of new employment.



Public sector employment will decline. Estimates will
be provided later as fiscal reform programme is

finalised.

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

Further debt rescheduling negotiations will be pursued

when appropriate.

2. Main Policy Areas and Constraints to Development

Policy Areas

(1) Liberalising the economy to allow for 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.

(ii) Programmes to raise productivity of labour, yields of

agricultural 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.



Recommendations of Working Group Report in early 1985 are

baing implemented.

{(v) Training to fill gaps in managerial and middle level skills.
U.5.4.1.D,, 0.A.8., 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.

(vi} 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 teo
Grenada. It also impacts unfavourably on the environ-

ment for attracting tourists.

(i1i) Shortage of skills

(iii) Deficiencies in the transport and communications infra-
. structure. Desgpite investmegt of about EC$240 million '
in‘the last four years, an additiomal EC$80C wmillion to
EC$100 million is needed to make transport and communica-

tion system efficient.

(iv) Inadequate scientific and technological base.



(v)

(vi)

(vii)

(viii)

Complexities in securing the maximum advantages

from sub-regional and CARICOM co-operation.

Protecdtionism in the external markets_ in CARICOM

and in the developed countries.

Instability in the currency values of Grenada's

main tradinmg partners.

Necessary time for conceptualisation of training
programmes, for securing personnel and for formulat-

ing policies.

Sectoral Targets

(1)

(iii)

(iv)

Overall agricultural production to be increased by
about 20 to 25% over the next 5 to 6 years.

{See Table I).

Revitalising and diversifying agriculture to include
orchard cultivation - avacados, passion fruit, papava,

mangoes and non—-traditiomal crops.

Model farms programme to be an important element of

the farming programme.

Annual growth of the major agricultural exports

is projected in Table 2.



Manufacturing

(1)

(i)

Tourism

(1)

(ii)

(iid)

(iv)

Present emphasis in manufacturing is on the comnstruc-
tion of factory shells. Average annual growth of 6%

projected over the planning period.

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

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

Present share of manufacturing in gdp will not increase
by more than one percentage poiant because contribution

of manufacturing is still small.

Present plans envisage a doubliag of growth in foreign

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 inerease by about 70% from the

current level of 43,000.

Uneveness in tourism performance expected. In Tzble
3, index relates to end of planning period levels.
Even growth projected in Table 1 - included only for

estimating likely intermediate bench marks.



4.

Strategy and Intervention Programmes

(a) Overall macro-economic issues

(b)

(i)

(i3i)

A very tentative projection of the relationship between

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

Emphasis as earlier indicated on maintaining a high

rate of investment of almost 40% of gdp.

Fiscal policy to be designed to encourage the relatively

high levels of private investment projected in Table 4.,

Fiscal Reform

(i)

(ii)

(iii)

(iv)

Fiscal reform is clearly crucial to the investment and

the growth objectives.
Considerable amount of study necessary for the design
of specific measures to achieve investment objectives,

Taxation and expenditure approaches together with the

management of the publiec enterprises are expected to

" public sector savings from 3% of gdp in 1985 to about

5 to 6% of gdp in 1990 to 1991. (8See Table 5).

Studies are not complete and it is now possible to.

provide only a time table of the fiscal review work

programme.



This is summarised together with what has been achieved as

follows;

Action, Date
(i) Seminars to sensitise Public Officers October, 1985

cf Reforms to the Budgetary Process.

(i) Preparation of programmes for inclusion November, 1985

in the 1986 Budget.

(iii) Review of existing taxation system and November, 1983

Broad elements of new tax structure.

(iv) Review of item (ii) and incorporation of December, 1985

agreed programmes in the Budget.

(v) Minimising cost of programmes by December, 1985
incorporating proposals of an Organisa-

tion and Methods report.

(vi) Development of output measures of January te April,
programmes. 1986 .

(vii) Cadastral mapping to be completed May, 1986

(viii) Completion of Valuation Roll for September, 1986

Property Tax.

{ix) New proposals for income tax rate October, 1986

structures.

+

(x) Budget preparation programme November to

December, 19386

Ad



(e¢) Monetary Policies

(i)

(1i)

Design of and rates on instrumenf for facilitating the
intermediation process and for emnsuring 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 proceed

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.



(v) ¥Notwithstanding these difficulties, Grenada.will continue
to contribute to a study of apprecaches for joint exchange

rate action.

(d) Sectoral Adjustment Issues and Intervention/Action Time Frame

Agriculture

(i) Major issues - revitalising farms
~ diversifying agricultural ocutput
- increasing the participation of young
farmers
-~ acquiring the technology to increase
vields

- increasing prices paid to farmers.

(ii) Model farms teo be developed for increasing farm
productivity and for attracting young people into far%—
ing.

Of the 3500 acres of Governmeni owned land, 2500 acres
will be available under the Model Farms Project to be
allocated to young farmers and graduates of farm

schools.

(iidi) World Bank and CDPB are participating in a Project specific-
ally designed for diversification of agricultural

output.

(iv) Progressive reduction and eventual removal of export

duty on cocoa.



(v)

(vi)

{(vii)

Manufac
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Streamlining and improvement in the operations of the

producer associations,

Linkages with manufacturing activity and with the tourism

sector form key aspects of the development strafegy.

Capital projects included in Table & will emphasize

diversification and feeder roads.

turing

(i)

(ii)

(iii)

Tourism

(1)

Factory space to be developed as set put in the Sectoral

Targets in Section 3.
Funding from CDB and from USAID through the Eastermn

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 commerecial banks.

Export credit guarantee arrangements available through
the Eastern Caribbean Central Bank to be utilised for

facilitating exports of manufactures,

Constraints include:
~ image factors mentioned earlier
- inadequate room capacity
- weak infrastructural facility

- poor marketing of the Gremnadian tourist product.



6.

(ii}

(1i4)

(iv)

(v

(vi)

Public Sector Investment Programme designed to reduce

constra

int of poor infrastructure.

Room expansion programmes already in operation.

180 rooms have been added since the Ramada Inc. began

operati

ons in January 1985.

Promotional programmes being developed under the regional

program

Grenada

greater

Locally

greater

mes managed by CTRC.

pursuing airline operations to take advantage of

demand for the Grenadian tourist product.

tourist attractions to be developed to provide

appeal to tourists.

Public Sector Investment Programme (PSIP)

(ii)

Programme will be managed within the financing availabilities

as set o

ut in Table 7.

Sectoral distribution of the programme analysed in Table 6

highlights the_importance of investments in Transport

and Comm

Main Projects of the PSIP are as follows:

(i) 4Agr

unications and Public Works.

iculture

(a)

Agricultural Revitalization

The main objective of this programme is to

rehabilitate the agricultural sector through the

provision and strengthening of the necessary

support such as pest management,

fertilizer subsidy

A\
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schemes plant pathology and training.

Financing Source: USAID
Terms & Conditions: Grant
Duration 1984 ~.1986

(b)Y Crop Diversification Project

The project aims at providing support services and infra-
‘structure- necessary for the rehabilitation of existing

crops, as well as introduce new plantings on some 3000 acres

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 cwned farms under direct
cultivation by interested farmers. The project is designed to
create a series of model farms of 3 - 15 acres under lease/

purchase agreements with farmers.

Financing Source: Hot fully determined.

{ii) Tourism

Development of Tourism Attracticns

This entails the development and upgrading of historical and
natural areas of interest and beauty in order to give more

opportunities to wvisitors to enjoy their visits to Gremnada.

, A0
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Seven pre-selected attractions are planned to be developed
in 1986, Other.attractions are to be phased as financing is

negotiated.

Financing Source: USAID
Terms and Conditions: 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 recomstruction
of the entire road ending at Sauteurs, St. Patricks. 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/USAID
Terms : Loan (CDB), Grant (USAID/EDF)
Duration: 1986 - 1989



(b)

(e)
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Water

Upgrading of Rural Water Systems

This is a phased programme  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 storage and filtration

systems .

Financing Source: CDB/USAID/CIDA
Terms and Conditions: Grant
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
Energy

Expansion of generating capacity: GRENLEC

This entails the acquisition of 2 new gemnerators to increase
the capacity of the electrical generating plant. The programme

also includes a phased overhaul and re-conditioning of aged

generators.



Financing Source(s): USAID, BDD
Terms and Conditions: Grant
Duration: 1986 - 1988

(iv). 1Industry

Industrial Estate Construction

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

space in the South-West portion of the island.

Financing Source: CDB

Terms and Conditions: Loan

Duration: 1986 - 1987
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TABRLE: I
GRENADA RFCAL GLP BY S CTCRAL ORIGIH
{(In Millions of FEC dollars)
Protections
1980 1981 1682 19583 1984 1985 1986 1987 1983 1989 1990
Real GDP at Market Prices 1692,7 183,2 1842 179,0 182,5 188,0 194,6 202, 3 210, 4 218.8 227,56
Agriculture 40,4 46,6 40,1 41,1 1,2 38.5 39.8 41,5 43,2 45,0 46,9
Crcps 3"-3 l“‘-" 3“-6 3501 3601 32-9 3“00 35-6 37-2 38.9 "'0-6
Livestock, forestry & Fishing 5.6 5.5 5.6 6.0 5.1 5.6 5.8 5.9 6.0 6.1 6.2
Quarrying 1.6 2,1 2,3 1.8 1.8 2.0 2.1 2,2 2.3 2.4 2.5
Manufacturing 8.6 11,5 13.0 M.7 10.1 1.3 11.9 12,7 13,4 14,2 15.1
Electricity and fater 3.7 3.6 3.7 3.6 3.6, 3.7 3.8 3.9 4,0 bt 4.1
Conatructlion 1.3 14,6 15.9 " 12,7 12.9 14,7 15.5 16,5 17.3 18.0 18.5
Trunsport snd Communications 12,5 12.6 13.8 13,5 13.8 14,2 14,6 15,1 15,5 16.0 16,3
Hotels and Restaurants Tl T4 7.1 Toh 9.1 12,6 14,5 16.6 19.2 22,0 25,3
Wholesale and retail trade 30.3 29.7 3.6 30.4 30.9 31,5 32,5 33.8 35,1 36.5 38,0
Finlhce and Houslng 10.7 10.9 11,9 12,0 12.1 12.2 12.5 12,7 13,0 13,3 13,5
Government Sarvices 350“‘ 3548 }6-1 3601 38.4 38.8 38.8 38.8 8.8 38.8 38,8
Other Services T.B 8.4 8.7 8.6 8.6 a.6 8.6 8.6 B.6 8.6 8.6
(Annual percentage Changes)

hea) GOP at Market Prices 1.8 z.9 5,6 =2,8 2.0 2.9 1% b0 510 4.0 4,0
.i-grlcultura "5-1' 15-5 "1309 205 0.1 -60l' 3.3 "-2 [;.2 l'-a . 1’02
Crops -8,0 18.2 ~15,9 1.6 2,7 -8.8 3.5 4.5 4,5 4,5 4,5
Livestock, forestry and fishing 19.1 -1.6 1,3 T.7 -15.2 10.7 2.0 2.0 2.0 2.0 2,0
Quarrying 33.3 3.5 9.3 -21.7 0,0 10,0 6.0 6.0 5.0 4,0 3.0
Manufacturing 6.7 34,3 13.3 -9.9 -13.9 1.4 6.0 6,0 6.0 6.0 6.0
Electricity and water 2.8 ~2,7 2.8 2.7 0,0 2,0 3.0 3.0 2,0 2.0 1.0
Construction 21.9 28,5 8.9 -19.,8 1.6 13.6 6.0 6,0 5.0 4,0 3,0
Transport and communications 5.3 0.8 9.5 -2,2 2.0 3.0 3.0 3.0 3.0 3.0 2,0
Hotels and restaurants -8.3 0.0 =4, % 4,2 23.5 37.7 15.0 15.0 15,0 15,0 15,0
Wholesale and retail trade 1.4 -2.1 6.3 -3.7 1.7 2.0 3.0 4,0 4,0 4,0 4.0
Finarce <nd Housing De2 1.9 9.2 0.8 1.0 1.0 2.0 2.9 2,0 2.0 . 2.0
Governzent Services 1.4 1.1 0,8 0,0 6.3 1.0 0.0 .0 0.0 .0 0.0
Liler LelviGea 2.0 7.7 3.6 -f.1 0.0 .0 0.0 .0 .0 -0 .0

6LUnCnS: Mintstry of Finance; and  IMF Mission Estimates.
PR . '1rp-_'-,.,"-=
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GRENADA: Table 2

Velumes 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 8.8% 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 0.31 0.15 0.22 0.26 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 1985 1986 1987 1588 1989 1990 1991
Estimated -
foreign
exchange ~
receipts
Index
1985 =100 72.83 62.11 72.78 100.0 e T . . 198.00



Grenada:

JABLL 4

Growth and Use of Total Resources

(in millions of

EC dollars at 1980 prices)

1982 1983 1984 1985 1986 1987 1988 1989 §1990
GDP at market prices 180.9 (177.2 |178.3}183.6 |190.0 | 197.6 {205.5| 214.71224.¢
Imports of goods & )
non-factor services 205.4 {203.6 [189.9f 217.9 1 223.6 1 208.4 [217.9} 223.3|230.°
Total Resources 386.3 |380.8 {368.2 | 401.5 ]413.6 406 .0(423.41 438.0]455.:
Public Investment 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 53.7F 54.3 54,91 57.:
Private Investment 12.2 6.1 B.5 13.0 35.8 47.8]. 46.7 40,47 41,
Private Consumption 134.4 (142.8 127.6 1} 138.1 |139.9 142.81147.2) 153.01159.,
Total Domestic 282.6 1275.3 1261.5 1 295.5 |290.1 277.01289.3) 286.91291.
Expenditure
Exports of goods &
non-factor services 103.7 1105.5 |106.7 | 106.0 | 123.5 129.01134,1| 151,1|163.
Total use of 386.3 [380.8 |368.2 | 401.5 |413.6 406 .01423.4] 438.0§ 455,
Resources
Investment
Goods & Services 101.4 98.1 83,2 1111.9 {1100.1 79.41 83.8 72.21 67.
Gap
Domestic Savings ~0.6 1-12.4 ~9.5 -8.0 -2.9 1.1 4.0 6.8 7.

Source:
Estimates.

The Statistical De

to those traditionally relied upon.

partment of the Ministry of Finance and IMF Staff
As noted in Table 7,

gaps - in the data which have to b

losses of records here resulted in iarge
e reconstructed from alternate sources

Consequently, the IMF, the World Bank and the EAS of the OECS Secretariat

all have different magnitudes of natiomal accounts.

The Statistical

Unit and the OECS Secretariat are now engaged in reconciling these

differences to arrive at an agreed and

data.

common set of nationzl accounts

,



entral Government

lational Insurance
Scheme

‘ublic Enterprises

lotal: Publie
Sector

Grenada:

TABLE 5

Public Sector Savings

{in millions of E.C. dollars)

1982 1983 1984 1985 1986 1987 1988 1989  19%0
2.8 -1.6 3.8 0.4 1.1 1.2 3.7 6.8 11.2
- 4.1 6.4 7.4 8.2 9.0 10.0 10.9  11.9
2.2 2.8 0.6 ~0.1 1.9 . 2.9 2.0 1.0 -0.2
5.0 5.8 10.8 7.7  11.2 13.1 15.7 18.7  22.9




GRENADA
1 - Ny ful
ECS Hillions
1982 1983 1984 1985 1986 1987 1988 1989 1990 1591
1. Agriculture 7 9,713 18,50 17.23 10,00 9,37 1.67
External €12.16) (5.88) (7.53) (15.50) (13.50) (7.47) (4.88) -
Local (3.60) (2,17) (2.20) (3.00) (3.73) €2.53) (4.49) (1.67)
2. lndustry 0.32 0,30 L,21 1.85 - - -
External - (0.30) (3.84) (1.81) - - -
Local (0.32) { ~-- )y (0.37) (0,04} - - -
3. Energy 1,08  6.67 2,42 4,46 3,50 - -
External (0.75) (5.11) (2.34) {3.66) {(1,50) (0.11) - .
Local (0.33) (1.56) (0.08) (0.80) {(2.097) (0.81) -
4, Water 1,50 2,02 1.35 £,40 3,90 10,87 10,79 2.80
External (1.587) (1.65) (1.26) (1.46) {1.80) (5.10) {(5.50) (5.00)
Local (0.03) (0.37) (0.09) (2.94) (2.10) (5.77) (5.25) (2.80)
3. Transport,
Comnmunications &
Works 65,41 L 22,94 13,63 D.98 -
External (55.40)(42.93)(51.28) (36.96) (21,99)(12.88) (0.96) -
Local (10.01) (7.19) (3.71) (3.04) (0,95) (0.77) - -
6. Public Trans-
port Service - - 1.38 b.62 - - -
External - - - - - - -
Locazl - - .38 (0.62) -
7. Tourism 1.33 - 0.44 2.5% 3,i§ 9,00 £.3Q -
External (0.90) - {0.44) (1.53) (2.66) (8.50) (6.29) -
Local (0.43) =~ - {1.02) (0.560) (0.50) (0.01) -
8. Housing 1 0,93 .78 3,25 4.05 3,33
External (0.03} - (0.75) (1.23) (1.60) - - (-
Local (1.32) (0.11) (0.18) ({1.55) (3.55) (4.65) {4.05) (3.55)
9. Health 0,56 90,07 3.4} }0.00 1}.07 15.82 13.70 5,00
External (0.56) =, (3,35) (8.50) (10.31)(15,823(313.70) (4.40)
Local ¢ - ) (0.07) (0.06) (1.50) (€0.76) { -} (- ) (0.60)
10. Education .44 L4s 5.72 5.23 71.218 5,30 L.00
.External (0.93) (0.39) (1.38) (3.60) (2.92) 1.50 (i.00) -
Local (0.38) (0.05) (0.07) (3.12) (6.31) (5.78) {4.30) (5.00)
11. Admins. & Public
Safety J.88  1.50 .50 0.33 -
External (2.94) (0.81) (0,.51) ({2.83) (D.53) - -
Local (0.99) o0.88 (0.99) (0.67) (- ) - -
12. Finaneial
Aquisitions 2.35 1.62
External .{1.03) (0.76)
Local (1.32) {(0.86) -
. d
- Qiiiiiii‘e - 5,62 7.8] 24.53 46.98
ExtaTnal - (3,75) (v0.73)(13.30)(29.48)
Local (1.87) (7.08){¢11.23){17.50}
14. Overall
Toral 108,56 94,90 20,79 16,52 98,50 .85.00 80.00 15.00 70.00 60,00
External (96.12)(76.17)(57.53)(69.1&)(79.11)(62.37)(52.ll)(&5.63)(38.88)(27.0
Local (12.42)(18.73)¢13.26) (7.38)¢19.35)(22.63)(27.89)(29,373(31.123(33.0
Ssource: MHinistry of Finance and Planning

Rote:

Sectoral distribution of investment in 1982 {is being prepared.

Necessary infrastruccure investment in Transport & Communicatious
has assumed very large proportions.

~e


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

GRENADA:

TABLE 7
PUBLIC SECTOR FINANCING REQUIREMENTS

TOTAL FINANCING REQUIREMENTS

1. Public Sector Capital Expenditure

2. Amortisation

3. Other Debt Obligations

FINANCING SOURCES

Domestic

4, Public Sector Saving
5. Other Domestic

A}

External Financing Reguirements

6. Grants and Loans#*

7. Statistical Discrepancy

8, Financing Gap

(US$ MILLIONS)

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
43.7 '38.6 33.3 37.6 45.7 40.5 38.4  35.5 33.0 29.3
40,2 35.1 26.2 28,3 36.5 31l.5 29.6 27.8 25.9 22.2
0.6 0.6 4.2 6.4 6.3 6.1 5.9 4.8 4.2 4.2
2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9
13.3 6.4 -3.6 4.8 . 4. 9., .9
1.9 2.0 4.0 2.9 . 4, 5. . 5 .
11-4 4.4 "'7-6 1.9 - - - = - -
30.4 32.2 36.9 32.8 41.5 35.6 32.6 28.6 .24.5 .20.1
35.6 28.2 21.3 25.6 38.5 32.1 28.1 24.6 .21.5 .17.1-
"'5-2 4-0 15-6 702 - bl - -— ".i_'*' -~ _f
- - 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 dué to losses of records
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Fed 1t3t~ ¢f the problems of s2italnin: ~lzLility v o the
vord
ﬁeculiar circumstsices of Montessrrat. BEST
G ament’s tongrun development choecllives i

iherefore to cstinuiate a carefully procvamnsd fr9iow of

L - = TR R ~ A

fareign investmeni, particulariy in tgourism znd "
manufaciuring for the export marhel, 21 3 leve? cufficivnt

R

to abesorb the limited numbers of unenpliovyed in addition to
the reductiion in numbers 1n the agzriculture
exfected to occur concomitant with efferis fc incresse

acreages anc Improve efficiency znc wicbility o

[
-

o~
v

the sector. A subsidiary abjective of SGove nm=nt is ihe

evpansion of the economlc base so ce to enrance ihe
bl
]

capacity of the Government enabling it to reduce its precent

toial dependence on esxternal aid for financing of all
capital projects, and io finance grezier share of the FEIF,
and giving it greater contrgl over the Zireciion of econGimic

development.

2. Macroeconcmic Taraoetice

(1) 9% annual growuth of rea?! Gross Domestic Procduct:

(2) Restriction of price leve! increases (all items index)
to net more thai 5% per annum and wage inzrezses ta &
evel nct exceeding cvera’

meacsured as per cspita real (GOP


http:circumstal.ce

N
|68}

Reguctii

icn of TLU27 lesxel of Qpen unigwl  oym
aver the plan periad and grosrece 1 e7ind
*
¢ 1 3 : - . T3 - 1 i
Y underempicyment in asriculiuie and e urh
bo 10 @t
(4) Total Invesiment in =conomy itargeted &t 30

. 25% o

i)

GOF;

(5) Fublic Sector Invectment to be maintarn:sg

40% of toitzsl annual domestic invesimeni or

(&) Public Sector Szvinge to rise Treon 0N of GGP
o,

2% of GDOF 1n 1985 <o ac 1o te able io firs

the PSIP.

3. Macroeconomic Zepstrsints

: o rrat chnomy is smail and
Theugh the Moniserrat ec i ail

[l
-4y

-1

susceptible to stimulation as a result of Invesimen

obvious that an econcmy 6f this - size fzces numeraus

conctrainte. Some of them are soi oot 5elcuw:

* (g) Econcmy: Economic base S0 sms

tc viability in nearly 211

;

economic activity and those

1]
4

re hich oo

1
)
..

1

1
o
11
=3

14



tzining sro.th Zl8fIcuit dc
ach:zeve since nal bases o intsrnal
e BEST
SYhiamh H

’ AVAILABLE
the need to selectively promcis and

encourage carital in

Agriculture: agriculiure land too JTimited 1n enteni
1o permit ceripus choice of ciport
agriculiuvre as an opiicn since
marxetaole gutpuls would Se tooc =mal

interest shipring;

-e

LLatour Force: Jabsour force 35,000 sirong

recuires careful monitering of labour
force disiribution when new investmentis

&re beins pProfposed;

specializaticon zchievable z2nd poses

constreints on trainire

N
-
-1
w
s
b
ul
%
-



Infra-

Traznsport

e

4+

1))

tructure:

fad o

heavy burden imposed on 211 sectors to

r

4

Fay debts generated ic :inseiali ascets;

Low potential volume of erpartis results
few shipring calle and discourages
investment in manufaciuring which
depends an acean treznsport gr in
zariculture producing peristables fTor

export:

limited capabiliiy of the airport also
cets limits 1o the poscibiltities Tor
ernnclave enterprises.

iy
v

Using sir transport or for development

of touriem based on lar

t
{O

1 h]
hotelss

i

-

=mail and Vlimited in esperience, hence

its thrust towarde development and

o
»

-+

econgmic diversificagtione hznaicapped!



- 6 -
requires more generous incentives ang

encouragement and more zupport froa

elsewhere 1n arcer to diversify ouvt of
iraditional arezss zuch as treding;
Government loome large in the totls! economy znd

this is inevitable since a minimun

pubiic sector ecstabiizhment i¢ nececsary

no mattier whzat the size of the economy:

prudent management more craitica? tc
minimize cests and tsi burdens than in

larger states;

certain critical professional cservices
not efficient 1o empioy and musti be

csupplied regiorzlly or from doncors;

cancr assisiance more essentlial and
shouid continue foar longer than in octher

OECS Member Sizizs;

though coets of governmeni per capilaz
are high tzaxes per capita rust be Tou 1o

compensate in part Tor ather

4y

dissdvantiages cuf



;i'j e‘ ‘o - 7 -
rapulstion, and the relztively high coot
of living resulting fror having to
impori a.l requiremenic.
£ Sirzieqiec for Achievine the Naoiicgnz! Zozls znd

Ghjectives

{a) Gener

a2l Macroeconomic Strateg

Y

Fan
[
[
e

(ixi)

Stimuliztion of & higher

savings in the househaol
seclors gss welil as itaki
higher level of public
the central government’

enterprises.

Discouragement of curre
consumption of imporis,

and providing special s

production and consumpti

progucts;

Providing incentives an

areater domestic investiment, in r

and hotel accommodation
concessions for

invest in these aress;

leve'! of
g &nc

O ensuv

Fil
pt

]

savings bolh in

3
S5eC .67

and in public sector

nt hich leveis of
carticulariy af food,
timeles to the

an <

d encouragement cf

ig al;

£
[Ty

nt

a

and iniroducing

financial irnstituilicrns ‘o



) BEST
AVAILABLE

Cinvt In recognition of the peculizsr econcmic
circumstances of Mentserrat, undertaking a
comprenensive review of the fiscal regime and

incentives to invecsiment 1n a'l seciors with

P
-

to ensuring that fiscal sz well as

w

other arezs of public policy 1w zOme way
compencate for the cost logistic and olher

disadvantages of investing in this country;

{v) Making an all out effcrt to encourage foreign
investment in tourism and small scale

manufacturing with major emphasics during the .
current plan focussed on promotion of the

LitiTe Bay Tourism DBevelopment Project

comprising marine, hotels, condominiums ana

shopping compliex, in the financing of which

Government intends to make a significant

contributions

vl Encouragement of the private sector to
concider itcelf ae the main sndrce of
invesiment and impetus to growth and
development of the ecenomy, and providing
every assistance toc it in flavinz thet ro

F
i

(6> Specific Structursl Adjustiment Issucs

E]

oy
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in product prices was totally transmitied to the domesti
econemy with 1Tittle possibility of cushicning its effeci:z
At the same time the growth of the tourism and manuiacturing
sectors siowed down drastically and real GDP acluaiiy
declined in 19853, Government also recoénises that in
addition to the disadventzsges cited earlier, Moniserrat
possesses relatively high labour cosic compa~ed wi*h glher
CELCS economies, and that urgeni aciion rusi be tzhen to
ensure that our competitive position is not further ercded,
and that economic decline is arrested. The direction of

structural adjustment policy ic therefore zimed at

(2)Y restraining furtiher labour cost incressez and
impreoving labour efficiency se zas noil to endznger
aur pasiticn a< 2 iccation for encliave

enterpricec;

(L3 ensuring th

1N

profitability of investmente in the
iourist sector by supcoriing wage restraint s

that sector:

-
[l
[

deriving masimum benefit from the crowtih of

touriem by suppiving as much o7 the Tood
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3{9
requirements 29 I fezsible Traom domesiic
BEST
agriculture; AVAILABLE
(d) associatinz with other "ember Statec of the 0O£ECE
and Caricom 1in {aking decisions at the recicnsd
Tevel which 1s calceulated to stimulate experic and
enhance the competilive position of the regicon
internationally; aid
{e) recstraining the Jevel of Goverrment consumptiacn
expenditure and moving the level of tetzl publiic
sector savingse from 0% of 6DP in 1985 to not les:
than 2% of GOP in 198& and 4% of GOF in i99C sgo
that Government can 2t that time finance not Tesc
than 20% to 25% of the FSIP.
1. The Public Secigr
1. Objectives of ithe Secior

4
L

The major thrust of public sector policy during the

plan period 1985/46 to 1988/9 would be to achieve the

following:

(1) an increase in public sector savings from zero io

not less than 2% of GBP in rezl terms so as 1o
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o
s

{1117

(ivd

(1)

snashle Governmeni 1tz finznce 2t tezsit 28% LF th
PCIF Ly 19587
en pmErevement 8f the computziive posiltlion of
Monteerray in the OECS and irndernsilicnzsily i1 o
pornt of view of labeour cosics in tRe lley ssciaor
cuch 2¢ touriem and menufzciv-1n3;
an increzsed wiilingnecs and capabitily of lhe
erivete secior to accefi the chaliengee of
develogpment and participate in the opportenilie
Ly Fivat s - ctrent e, 230 B T T
TOr private 1lnvesimen. l1ag) vl1i3i1e o piCcInCllael
part of the developmant straltezy,. dad cence-ally
incressing domecstic ssvings and inwvestminti;
maximizing the pateni:a’) ecsnomic henefits of ¢
touricl -industry to the economy ihroush
regrganisation and 1mproverment ir ‘he effizien:
£ b E saricyltyre carlor z: el =Zc mE YL Lrsl

JdT the Z2SriCU L uUlre el Ll S WE,. &5 Sg. Lz
incestiry snd ha~dicrsft.

Tzraeie For Achievemseni Lurins Trhe Blzroane Pri-iog
Incregce of public czcicr szeings o 2% of resz’

GOP;

w

e


http:Imprc'en.er

e

£i3) Recirsction of price 1norszses 1o 2 &VErS:Ie o
FEM anndnd
it Limitation of Inirease :n c@z=3 1o the leve’ =

growth in fFer capiia rezt GCF;

-

(iv) AGnnuzl aversge increase in touwricsi expendiiure

the order of 15% to be z¢nzevad throuch more
enercetic market:ng and rremoiicng

(i 50% increase 1n holel aczommodsiion anc 20%
tncrease in other accommwodai:on avzilabkie to
touriceste Logether with z2n increzce in accupanc

rates from £7% tc nearer &60% on {he sverace;

(i) Increase of acrezge under arable farmin

crops from precent 252 acrec to 1300 acres Lo

—

suprly the local market 2nd z2chievement 7 =i

<

overall arowth for the agricsliure secicr equa

4 ce

that of rezl GOP {(1.e. 55 per znnamd;

{(viii Reza? GDF 1o grow at an annuail averace rats of

{wilis Cuteut in manufaciuring {o incresce 2b SN per
zpnun §0 ithat this secior can maintain its =%a
cf GDP znd empicyment

BEST .
AVAILABLE
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(vi)

(vii)
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to the survival of the ezconomy m:
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(ii)

~ . . .
Sirsiscy, for Achievere-t of Poblic Cectizr Db acti, ee
TL oo e e md P P R W e b e e - L -
Tne Tpecific sitrztiezies o BLNlEVIN S the BES
gbjezttives of ithe froductiive sectors sugh 3

1 )
Loy .SH.,

diccussed under

achieving the meoroeconomic

of

1

the puklic

introduce reforme in a2 wide range of policy & ezc

affeciing ecconcmic condriicne;

"

INVIIVEREDT

(g

imiting the scope of in zan

ownership business enterpricse 5y governmen:,
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aof overall too burdens wilthcocol cangronising
governmenti®e oboeciives ©
savings;

I
i

improving {he level of projezi plaanzae and
implementalicon and the quality of manzsument of ‘49
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the public cector to enhance the levels nof

efficierncy of zovernment, spending;
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manufacturing, Moniserrat is 2itling ic coneide:
the conciuecsions and policy reconmendations

emerging from the tresent cerics of studies being

11

undertaler. by the ECCS:

pendine the oulcome of ithese eiodiee, tating cuch
act:on &% Wwisl enhznce the regionel belsncs of

paymenis positicn and siyenctihen the roezicon of
the regiorzal carrerncy lhreoueh wzgze znd Incomes
policy, trade and tearif? policy, fiscal rolicy and

monetzary znd Tinancis
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with the acsistiance of the E272 ceering tc
increzce ithe chare of commercial hsri end olher
inciitvilcnal financing going i1nio procduactive
geetsrs znd reduce the share €Cing 1o CanewmeEr

cradii;
carrying out organication and manzzemeni sfudies
gf t1he major government miﬁzstries and gublic
. .
sector enterprises ani acopiing orgaiisaiionad
ciruciures and personfet Fraciiies whiih Zre more
conducive to efficrency; )
rec: amination of the content oF ecucsi:cn a1 211
ievels and placing greater emphasis onr ithe
esuirmsint of echocl-leavers 12 cope wilh 1he
demznds of madern technology:
rexcinc the levels of entry regquiremente anto the
public service to ensure a ¢reater capabiiitly to
chkeort in-service zng other irsinins, and .
iniroduction ef guch training at netioral or
regionzl level for all zares:z of the public -
service.
Policy fce-dz snd Froerzmne af feiion for ihe Pub’ic
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r Fublic Qunerchis
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€, under the gutpices 3% the CETS E:ononic

Affairs Secretarizil, 2 procrmamme o0F iraining :in
Cusicorns ARéminizsicstiion, Income Ta~ Adaministirasilcon
znd finasncizl management 2t 2711 levels in thece

- e - = 4L - '—]'- - - T - 3 3 - L S R
arege oFf itne public cecicr, and 1 1e intenddd

that Monteerrat wiil ctontinue to participate i

{1v) Curains the 2984 11 15 intendec to ceek lechnice’
zscsistance 1o assist 1n «fforic to initiate a

o6rganisation and menacement sludies of

2il Revenue Departments, and to tals prompt acticrn

—
=
[
=3

ittementation of scceplabie recomtendalions

P

for restreciuring.

Foreicn Exchanoe Palicy les

i}
L=
W
m

(i) The pesuylite of the study undertaren by the ECCE or
the effeciive changee in the parity of the Easi
Caribbean daliar are beins carefully siuvdied L
Gantserrzi. Government g zware that the recent
devaiuvatiicn of the Trinidald and Tobage dollar and
gredual appreciavicrn in value of the ECE in rezen?
vyears hes eroded siizhily *he cempetitive cocition

of llanicsrvrat in certsirn seciore and £isc may have
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fidece In the ai:7 11y
cf ihe OECS to mezinizir the current ferciy of
its currency. ﬁ{ the zam: time any Zeciclon o 1
Chence in parity Czn an'ly emerce 76l = LhES17I0%
decision of the Monetsry Calncil, and Miontzse-i st
will cursfort cuch 2 decision anl. 17 il It Zlzziivw
in Montserrai’s lengrun interect to do soc. X1 ihe
meantime government is prerared to 18re ce-vsin
csiringeni policy alterrnziives which wl.l!l
effectively help to maintzin irhe competitinve
position of Montserrzi in the ntzrnzilensz:
economy. The ficcal and olher mezsurece propcee’
in the 198¢ Budget constitute 2 cart of this
ciratesy.
Monetary and Fingncisl Policies
Montserrat iniends 1o ftzke aciion in 1%%€ oo 10«
pascage imic law of a comwon CoCS Fanlking an'
Financizl Institutions Actl.
This govarnmenti will alsc take aciion t; iInI GNe
the adminicstration of exchznse conirct conesiztent
with the general neecds of the CECS Monztary Unzcon,

znd initiate study in 178¢ of drs
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Under the provisione of the Earnking Act cogperate
with the Central Bank (EZCEY in the implementailon
of credit controls aimed at curtzilinz consumer
credit and enpsnding 2ccommodation to the

eroductive sectors.

Reduce the effective subcidies provided through
income ta» deductions for 1:fe insurance premiums
where it cannot be demonstirsted that ihe companies
involved have reinvesied a certain proportion of

their netl premiums coilected within the domesiic

ecaonomy——to be praoposed for 19846 Budget.

Encourage the ECCB to establish Tor the commercial
tanks under its control a higher threshold for
interest rate on Savingc accounts, and give
further encouragement to domestic savings by the

igcsue of taxn exempt government bonds.

Provide special inceome tax incentives for
invéstment in the productive cecterc by banks znd
other financial instituticns, and encaourage
gwner~occupied residentisl invesimeni through the
iniroduction of deductibility of mortgasgse interez!
for income ias purposes. This 25 t6 be Eroposed

for the 1987 Budget-



(i) A&n O 8 M study aof the Civiil ZService wse zarried

cut in 1985 znd the recultis will t¢ uced ze &
basis for restructuring th= public service tc

achieve higher levels of efticiency and slannin

Iy

and implementation capability by 1990.

(ii) Steps will be tzken in 1987 1o amend the
erovisions of the Public Service Commission
regulations to place grealer emphasis on the Lse
of ascacemic qualifications and merit zs bases Ter

promotion within the public service.

Human Rescource Development Includinc Emplovment

Policy Iscues

(i) Goverrment will continue its ongcing procgrammes of
in-service training in manegcemeni being conducied

in cooperation with the OECS Training Unit and the

(a8

Caribbean Center for Deveiopment Adminicstration.

i1 A programme of scholarships tenable at overseas
institulions and leading to degrees and diplomas
in @ wide wvariety 0f academic areas is in process
cf impiementztion t> helr upgrads pubiic service

personned.

Vg
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Fctablishment of a mini hetel training schag’ is ﬂﬂp Q&
e S
proposed for implementatiion in 19&7. <%32
&

Efforts are in train ioc provide a faciiitlies

o
e
3
-

will permii offering full secondary educsztion tc

211 children in the relievant age c-oup.

& programme for revision of the ecucstion
curriculum is ongoing and aimed &t raeflecting the
goals of national developmenit and equipping the
graduates from the sysiem io be atie io cope with
modern technology-—-mechanical skills, electronics,

space, the computer etc.

The Aqriculture Sector

Obiectives and agacals of the Sector

To expend total production on public and privaie

Tand to the level of self cufficiency in a wi

.
{t

variety of meat, fruit and wvegetzble produciion
totaslly replacing imports af thessz products;

To sustain the highest level of enployment in the
sector that ic consistent with improved farming
techniques and z level af productiive efficiency

and profitability of farming units which wiil
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quaraniee higher living ctandarde tg the farming

communitys

To increase the potential marvet
rroducts by catering toc the tourist industiry 27
ectablisnment of processing faciliiies which

reduce fluctuations in seasonal availability.

Sectoral Targets

Increase the acreage under vegetzbles from present
206 zcres to 300 acres over a five-year fperiod, an

annual increase af 14%.

Achieve 50% cself sufficiency in productiaon of

white potatoes now being importied.

Increase beef productiaon and imrrove quality ic

increase supply from 8% of toial demand at

present toc 20% in S vezrs.

Improve breed of sheep and gost=z and reduce
importation from 11% to 3% of icial conmsumcticn.

Reduce pork productis imporied 5y 350% to be
replaced by increased local putrul—-:1CN reduction

on average gver O years.
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Increase acreage under ¢
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in vyear one and 200 acres over ithe next twos years.

No increzse 1n Tarmer population env.csazed during

plan periodg. .

Increase fish landed by 15% per annum over .plan

period.-

osrzl Constrezints

Low potential export volumes fails to interest
shipping calls and poses problems for expori of
perishables thus limiting scope for expansion of

production for export.

Small size of domestic market and jTack of

refrigerated storase aiso limite the potential feor

L)

[d

production for the local marhket.

Relatively high labour cosis znd dependence an
Tabour intensive techniques endargers wviability of
conventional size Tarms &ndg averzce income o7
farmers insufficient ito encourage farmers ts siay

in the industiry.
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Small sice of farms mewe:z cuwnershis to machinery
uneconomicel but stony nature of Tand makes

machinery necessary in Yand preparztion.

ty
e
-
o
(1)
M
1
b
L]
-

ecy for Development o

Because of the constrainis on procduction for
export, the emphasis will be on import
substitution particulariy in productign of meat
and fish, orchard crops, vegetables and ground
provisions, introducing new Crops suchn as white

poisioes where they can be srcwn lacsily.

Refrigerated storage and procecssing will be used as
means of expanding the market for zeszsonally
avariable produce bevyoend the pericd of glut intc

the period of scarcity.

Government 1ntends in the csse 6f zariculiure to
continue a policy of administrsiive controls on
b ]

imports s0 as to reserve the smzil leocal markel o

local farmers during the cezeore for zvailabiltiiv.

An initensive programme of *rzining ef lacsl

farmere to employ more efficieri sroduction

—

techniques which wWil® improve itheir earninge
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capability has ziready begun arnd will be

continued.

Dialogues are being held with fzrnere in 211

sectors in the effori to evolve

[{H]
i

agriculture which will receive the wholehearted

support of producers in the secis-.

Efforts are i0 be made to secure technical
assistance to improve the quality of mezt
production so that local production can cater to

the upper income and of the domesiic market.

Policy Agenda and Programme of Actign for Ac}icuiture

v

Strict application of the new Law intended to
protect farmers against the menzce of stray
animals has becun begun bringing added cecurity to
farmers producing vegetables ancd ground

provisions.

dry season a series of iprigation works are
scheduled for construction or recevelogment in
Lees, Trants, Brodericks, Gages, and elseuhere and

technical advice on the use af drip irrigation and
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sprinkler cystemes will aisc be rrovided :in

1986-87.

The Governmen! food processing unit will be
dypgraded to undertake more commerciszlised
rroduction utilising surpiuvses of fruit and
vegetables, and the DFMC marketins capability is
to be improved to enabie it to markel some of the
processed cutput abroad.

o
V

Improved credit facilities fTor farmers and
concentration of the atiention of the exiension
services on the more progressive farmers are
propesed for implementation in 98&: DFMC {o be

reorganised to provide credit.

Some 2,000 acres designated for livesiock farming
are to be developed inte improved pasture througk

~ .
]

clearing of stones and trees, fencing and planting
of new sirains of grass and forage and 1nstalling

water.

In additiaon to on farm and shori recidential
training coursecs for farmers, ceiected fTarmers
will be offered chort itraining attachments

overseas to observe improved methads.
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Additicnzl eatension officers are to be recruitis=d
in 26 1o bring the Divicion wup i ful” etrenglh,
and facilities for iransport, informztion iransfer

and demaonsirastion will be provided.

Respourctes are sougnt to reequip the central
mzchinery pool providing contract t111age to
farmers, so as to improve the efficiency of

service and reduce the high mainienances costis of

present aging stock of equipment.

The Manufacturina Sector .

Objectives and Goals in the Manufacturing Sector

Because of the small sice of the domesiic market,
the emphzcis will be dn manufaciuring for export;
and while it is not expected i1hat there will k&
any dramatic growith In this sector, Government
hopes that it can with successful promotion
stimulate additional investment which would lead

1o stabiltizatien and a moderate increzse in the

coniribution of this secior to GDP and employment.
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Increace gf contribuliocn of the manufaciuring
sector to GOP from 10% in 1924 to about 12% by

198%-50.

Increase of the percentage of the lsbour force

]

—

employed in manufacturing from just 1C% in 1934

about 12% by 1289-90

~

Full opccupation of existing factory shell space
within the next one or two years by neuw
manufacturing enterprises and cvtiiizatien of funds
at present avaiiable from the COB {o constiruct
48,000 additional csquare feet of factory sheils by

1990.

Restructuring of the Development Finance and

Marketing Coerporation by end of 1986.

Undertaking a market study for lealher goods which
can be produced by the Tannery and re-equipment of
the enterpricse to achieve improwved quality of the

products using ltocal and regicnal raw materials.

Sectorzl Censtraintis




Minuscule e¢ize of the domectic market and

inabi1lity to provide a bacsis for wviable operatiaon

of zny menutacturing enterprice.

Poor shipping conneciions resuliinsg from iack of
interest 1n direcl cails because of Jow volumee of
exports in agriculiure and industry, and inabiltity

of airpert to take Targe s5ir cargo carriers.

Relatively high labour costis in Montserrat

compared with the other OECS Member Statec.

Strateqy of Approzch io Developnent of the Sector

Review of the system of incentives fur promotion

.of indusiry by participating in the 0ECS and

Caricom studies but alse undertaking a more
specific study of the peculizar groblems of

promciing industry 1in Montserrsat.

Making strenuous efforis fte recirain the ircresse

of prices and wages 50 as not to undermine the

competitive position of Montserrat vis—a—-vis oiher

i

1

OECS Member Statec fTor foreigrn inveciment.

Establishment of 1 *

[

facilities for indusirial cred

through the reciructured Development Finance and

&
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Marteting Corporation using funds avaitable fraon
{the CDB.
Undertaking markei studies Tor present and

potential products of the manufzciuring secior in
cooperation with the recentiy =sstablished export

promoticn agency.

Policy Agenda and Proaramme of Action for

-ty

Manufacturing

Initiate diatogue with ithe private sector and
labour before end ¢f 1986 to estzblish improved

climate for private invesiment.

Stand ready to enter joint wvenlures wiih loca’l and
foreign investors ito improve likelikood of
establishment of any industiry which appears
potentially viable, or to invest in such
industries alone and divest to the private secior
when viability is assured.

Specisl effortes fo upgrade the sistus of the
agra-lab tp do processing of agricultiure surpluces
ic tg be zthieved by 987 so as ito prevent

continued wastage of agricultura! productian.

W
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Mobilize technical acsistance to undertste

ed market studies for the Monicerrat Sez
Ieland Cotion Campany and the Tannery in 1784
to introduce new machinery 10 enable both

enterprises to cater to the markelce identified.

guri=m Sector

Obtectives and Goals of the Tourism Sectaor

The Government of TlMontserrat regerde the tourism
sector as ithe leading seclor of the ezonomy 2nd
expects thét the growth of this sector will be the
driviné force in the economy both in terms of its
contribution to GOP and employment, as well as in
the extent to which it stimulates grouth and
employment in other sectors such a&s agriculiure,

trade, services and handicraftis.

Secticral Targets

Expand the number of tourist rooms available in
hotels as well as condecminiums and private
residences by some 20% and to increase occupancy
rates from under 50 to about &0% during the

planning period.
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Increase the estimated contribuiion of the secicr

+
[}

iy

to GOP from sbhoul 3n estimated precent leve

.
o

about 15% {0 abgout Z20% in :198%-GC.

Increzsse the proportion of the Yabour Torce
employed in the sector from about 13% at preceat to ~

about 20% by 19€9-%0.

- -

-
1
H

Increase potential for successful promaotion of
investor interest in the Little Bay Touriem

Complex by initiation of the investiment in the

=

ascociated infraciructure with publiic cec

funding.

15% annual growth of aggregate taurist
o~

expenditure, an increace of 2.2% over the 12.5%

achieved over the 1ast 5 yeare.

{

With the aid of technical assistence pregarirg

early in 1986 a tourism siratedy and acticn plan
for Montserrat.

Identification of tourist atiraciions and
potential activities and investing in their
development to improve the gquslity and wvariety of

the total product offered by Mantcerrai.
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Sectoral Constraints

Absence of a deep water harbour makes cruise ships
reluctani to call and =sets limitse tg the polentizl

for attractiion of the cruise ship passcenger

business.

Small hotels with total accommodation of less than
200 rcoms and nolt more ithan 300 additional rooms
in condominiums, guect houses, villas and
apartment makes & macs visiter sirategy infeasible
ard forces ithe couriry to limit itcelf (o the
high—-priced end of the market zprealing to wealtihy

individuals and small groups.

Scarcity of conventional white sand or
golden—brown beaches limits polential
marketzbility of a sun-sea-sand stirategy., and
limits sirategy to one p#omotlng the nztural

bezuily and pezce and tranquilitiy of the icslend.

Sirgteay Tor Development of the

o
D

ctor

Promoiion to be beamed at upper end of the market
at persone in receipt of steady retirement incomse

Wwho Ccan come and c<pend prolongecd pericds znd are



not eacily affected by Tlucitusiicorns 1n the level

of economic activity.

Aim to conitinue development of 2 cireong compcnent
of the indusiry ac residential itouriem with
potential wvicgitors investing in residential
construction which will guarantiee repested Tuiure

visits and increzse constructiion activitiy.

Diversification of the market ¢o ithat it is not
heavily dependent on the economic situation in any
one area—-—additional promociing agenciec to be
established in Canada and Europe in additicns! to

one nouw employved in New York.

Government will initiate substantial investment in
the Little Bay Tourism Complex so as to inspire
the confidence of potential inveétcrs in that
project, and make that project the focus of
promptional efforts.

T

Policv Agendzs zand Programme of Acticn for Tourisn

Limitation of imports by hotels which can be
supplied through domestic sericultural

activity——fish, meai, fruit and vedetzbles——as

o
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Carrving oul in 19886 a survey aof the number and
quality of roome =zecturally svsilable 1o touricte
and classifying them for purposes of

stiandardization of pricing etc.

With assistance of the EEC and CTRC preparing in
early 1936 a tourism sirategy and zn action plan
{o implement that sirategy, securing Gecvernmenti
-endorsement of the strategy and aciicn plan by

mid-1986.

Securing technical sssistance to undertake a study
of the Montserrat environment and landscape and
identify areas which can be effectively developed

to improve the ipurist product.

Allocation of at least £C.5 millicn EC from the
198¢6 Budget to commence work on the infrastructure
for development of ithe Little Bay Tourist bumplex
as an index of Government’s serious interest in

the project.

Initiating a dialogue with the private secter in

Montserrat to stimulate interest in loeal



investment in some acpect of the Little Bay
Project ac a demonzirztion of {oisal domestiic

cammitment to it.

Design of & package of Incentives and ociher
mezsures wWhich would be effective in attracting
both domestic and foreign investment in the Little

Bay Project.



PUBLIC SECTOR FINANCING REQUIREMENTS

MONTSERRAT:
(1980-1991) EC$ MILLION
1580 1981 1982 1983 1984 1985 1986 1987 1988 1—939 1590 1991
I TOTAL FINANCING REQUIREMENTS ° 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 . 095 104 114 .126 .135 0,14
3. Other Debt Obligations 050 , 060 096 »107 .097 .161 177 .195 L214 .225 236 0.24
11 FINANCING SOURCES
1. DOMESTIC
{a) Public Sector Savings .485 .326 A4 +296 0.296 0,185 422 827 1,020 1.122 1.234 1,50 '
(b) Domestic Borrowing i:
and other -, 333 .407 -,185 074 .150 .200 .211 .278 408 .508 L017 0,70
t
2. EXTERNAL
(a) Grants and Loans 2,149 1,511 2,639 1,31 1.280 1,296 1,407 1,481 1,556 1.667 1,780 1.80
(b} Fainancing Gap (-.371) (-.535) (=.154} 613 1.236 2,781 2,321 1,508 1,934 2,668 2,911 1.20

Aggregate Financing Requirements in period 1586-1991 = US$14,.54 gillion
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SELECTED ECOKOMIC INDICATORS 1980-1990

1984 1982

1983

1984

1985

1986

1987

1988

1989

KATIOKAL ACCOUXTS

Real GDP growth (X} 9.31

Gross Investment
as % of GDP 41.0

Public Sector
Investmnent as I
cf GDP

Private Sector
Investoent 8 X
of GDP~

31.7

Domegtic Savings h.a
as X of GDP

FUBLIC FINANCE

Central Cov't Current
Expend ac I of GDP 23.5

Expenditure ‘on
Public Order and
Safety as X of GDP

Current A/C Sur-
plus/Deficit as %
of GDP*

Overall Defieit 0.6
ag X of GDY

External Public 2.2
Debt a5 %X of GDP

Debt Service Ratio
to GDP 0.3

Public External
Debt Service as
2 of Government
Expenditure

1.3

45.9 3%9.6

14.3 7.8

34.8 31.8

25,1 25.0

-4.74

31,7

24.8

21.2

5.72

23.6

15.6

14,4

23.8

0.6

35.0

11.0

24.D

14,4

23.8

23.3

15.1

24.0

25.8

16.6

23.0

2.3

26.0

18.0

22.5

2.5

35.0

10.0

25.0

19.0

24.5

1990

35.0

10.0

25.0

20.0

22.0

*Deficit after taking account of Capital grants.

Source: World Bank Economic Memorandum for Montserrat 1985 and OECS estimates.



ST.KITTS AND NEVIS
CCUNTRY PROGRAMME

OVERALL GROWTH CBJECTIVES

During the five-year period to 1991 further structural adjustment will be
undértaken in the economy with special emphasis on the agriculture, tourism
and manufacturing sectors. The Government. is at present designing programmes
for achieving this adjustment with growth and is considering a number of
alternative 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 nake 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 consequences will also be more favouragbly affected.

The gross external debt is low arnd there are no outstanding arrears on this
debt., However, the level of public savings is low and measures are being
taken to gererate improvement.

Traditional agriculture which has been affected by low productivity and in-
efficiency will be revived. In particular, St. Kitts has been affected by
tle declining price of sugar on the world market and the weakness 61” the
pound sterling are further reasons for diversifying this sector.

An increase in food production is plarmed to satisfy domestic demand and in
effect reduce the food import bill while providing some surplus for export.
The dmprovement of onshore facilities fcr the fishing industry is geared
towards the economy eventually becoming self sufficient in this area.

The tourism sector has been identified to play a major role in the growth
of the economy if it becomes possible to put in the necessary infrastructure
in the south-east peninsular. It is hoped that hotel construction would be
encouraged in that area.

The other focus of this programe is the contimiing development of light
industry which will be encouraged by the establishment of industrial estates
at various locations on the islands.



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
invelved.

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
sactor 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.

. {Hb



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
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 in employment in non-traditional
agriculture.

2% annual growth in agricultural production.



Industrx

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 X
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.

Tardets -

6% annual growth in manufacturing
5% annual growth in employment
4% annual growth in manufacturing exports

4% annual increase in net foreign exchange

Tourism

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 attractiveneés 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



{c} Development of basic training programme within
Technical College for training of hotel staff and
tour guides.

{d) Review of Tax legislation

(¢) Increase in electricity generating capacity

(£} 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 monocrop

(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 adjustment 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.



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 organizational 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 séctor 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;

(i1) 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.



MONETARY AND FINANCIAL POLICIES

The monetary policy objectives are as follows:

(1)

(ii)

(iii)

Measures

(1)

(ii)

(iii)

to develop in consultation with the Central Bank

monetary and financial instruments for the achieve-

ment of balanced growth and development.

to implement an interest rate policy which will
achieve efficient mobilization of rescurces to

be channelled into productive investment.

to institute a credit policy which will ensure that

the priority sectors of Agriculture, Agobased industries

and tourism are provided with adequate resources.

Proceed with ernactment of a common banking act

now under consideration before the end of 13986,

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.

In fulfillment of the obijective to achieve further
diversification of the economy to use the exchange
rate in conjunction with other pclicy 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 optionsincluding the

pegging of the rate to a basket of currencies.



FISCAL REFCRM

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 resocurces 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 reguirements.

(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.

" {div) 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.

Yo



During the period 1987 to 199i 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 reguires
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 esarmarked 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 exXpansion 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 estatesat different locations in the rural sector.

The implementation of this programme is dependent on the
availability of financing from external grants and concessionary
lecans. 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$1l46m 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$40m.
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PUBLIC SECTOR FINANCING REQUIREMENTS
US$ MILLION

1984/85 1986/87 1987/88 1988/89 1989/90 1990/91 1986-90

1. Public Sector Capital

Expenditure 11,15 13.26 12,59 12,67 12,88 13,11 64,51
2, Amortization 0.7 0,89 0.89 0,89 0,96 0,96 - 4,59
3. Other Debt Obligations - < - o - - -
Total Financing Reguirements 11.85 14,15 13.48 13,6 13,9 14.1 69,23
FINANCING
4, Domestic 1.5 1,9 2,71 - 3,63 3.49 3,36 15,09 °
5. Public Sector Savings 0.4 0.4 0.56 0.67 0,93 1.26 3.82
6, Other Domestic 1.1 1.5 2,15 2,96 2,56 2.1 11,27
7. External 10,35 12,25 10,77 9.97 10.41 10,74 54,14
. 8. Loans and Grants 7.6 9.7 8.56 6.96 6.74 7.33 39,29

9, Financing Gap 2,75 2,55  2,21° 3,01 3,67 3,41 14,85




1977

1978

1879

1980

1981

1982

1983°

1984

1985

1986

1987

1988

1989

1990

1981

SELECTED ECONOMIC INDICATORS

- 12 -

GDP zat
Current Prices

69.20

76.29

87.53
103.11
120.54
137.76
132.09
140.49
148.60"
154,50
168.00
180.50
193.20
208.40

225.30

GDP
Constant Prices

69.20
71.24
76.99
80.09
84.10
89.41
85.01
88.47
90.93
94.10
98.30

103.20

108.90

115.40

121.17

GDP

Deflator

100.00
107.10
113.7
128.70
145.30
154.10
155.20
158.80
163,40
164.20
"170.80
174,90
177.40
180.60

185.90

CPI

100.00

112.20

124.20

145.40

161.60

171,10

176.10

172.80

186.60

193.10

198,90

205.30

211.50

216.80

221.10

V0



ST. LUCIA

SUMMARY OF*PROPOSED PROGRAMME 1986-1991

The main purpose of this exercise 1s to present a Structural
Adjustment Programme in broad outline for the period 1986-
1991,

Tke expected result of the programme, other things being equal,
will bet

(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 overall strategy three distinct but inter-related
approaches are necessary:

(1) The strengthening and acceleration on infrastructural
projects to establish a foundation for growth and
development,



(2)

A special development facility to complement the struc-
tural adjustment effort.

The encouragement of direct private investment flows
to diversify and strengthen the productive base of

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,

The reduction of arrears completely by 1991,
The increase in public sector savings to a level of
The unemployment rate will be addressed through a

well conceived public sector investment programme
and the encouragement of increased investment from

(3)
the economy.
Macro Economic Objectives
(i)
(ii)
(iii)
5 per cent of GDP by 1991.
(iv)
foreign and local sources.
(v)

The maintenance of a sustainable public dept servic-
ing capacity.

General Objectives for the three Sectors are:

1,

Agriculture to effect growth, employment, foreign

exchange earnings at import substitution.

Manufacturing for growth, employment, and foreign
exchange earnings.

Tourism to generate foreign exchange earnings, increase
employment and stimulate growth.

/2.



4, The stimulation of the private sector to participate
in the development of the three sectors.

Specific Sectoral Targets in the three SectoTs

PP b

(1) Growth - an average of 5 per cent per annum..

(ii) Volume increase in production of major crops,
particularly bananas of at least 5 per cent.

(i1ii)} Direct job creation of at least 150 per annum,

(1) 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 amnum.

Tourism

(1) Growth of 7 per cent per annum.
(ii) Increase average length of stay from 8.7 to 10 days. -
(iii) Averagé 5 per cent increase in visitor expenditure

(iv)  Annual direct job creation of 100 new jobs.

Key Issues and Constraints

General

(i) Small size and limitations of the private sector.

(1i) The problems associated with small island economies. -
- diseconomies of scale, vulnerability, resource
constraints.

(iii)  An underdeveloped private sector.
/3 L



(iv) Lack of managerial skills in the public sector.
{(v) Insufficiency of the infrastructural base.

(vi) High levels of structural unemployment and under-
_employment.,

(vii) Fragile social systems.

{viii) Small and fragmented marketé.

Social Strategies

{i) The strategy in agriculture will be to continue to
increase productivity in the Banana Industry by
increasing output per acre. The national average
is now between 5 and 8 tomns per acre but an
average of 15 to Z0 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 effort5s 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.

(ii) 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)

(vi)

(vii)

(viii)

Touris

(b)

(c)

(d)

(e)

(£)

(g)

Attention is being paid to the provision of agri-
cultural inputs through the establishment of depots
in the rural areas.

Increased emphasis is being placed on extension work
through the reorganisation of the Agricultural
Extension services.
The feeder road programme is being rigourcusly pushed
by the government.
Increased emphasis is being placed on agricultural
marketing.

m

Full utilisation and refurbishing of existing major

hetels in the north and south of the country (this
is already in train).

The expansion of total number of rooms to 5000 by
1991,

Revision of Hotel Aids Ordinance to encourage further
investment in the industry.

Increased promotional efforts in new and existing
tourist markets in North America and Europe.

Increased levels of local participation through
private sector involvement and accelerated training

for senior management positions in the industry.

Provision of new and modern facilities at the airports
and seaports.

Provision of tourist attractions of a cuiltural and
historical nature.,

/5 ...



(h)

(ii)

(iii)

(iv)

()

(vi)

{(vii)

(wiii)

(ix)

(x)

(x1)

(xii)

Provision of modern duty free shopping facilities

for example, Pointe Seraphine.

Accelerated industrial promotion by the national
Development Corporation targetted at specific

industries, for example, electronics, textiles.

Review of Fiscal Incentives Act and procedures

for processing applications to ensure quick establish-

ment of industries.

Expansion of labour intensive enclave industries.

Development of industries with backward and forward

linkages.

Exploration of joint venture possibilities with
regional and international entrepreneures,

Continued development of Industrial Estates particu-

larly the Vieux Fort Industrial Free Zomne.

The continued development of public utility

infrastructure to encourage industrial development.

The encouragement of industrial and techmnical voca-

tional skills to up grade the skills and productivity

of the labour force.

The creation of a stable industrial relations climate.

The establishment of az Bureau of Standards.

The establishment of an Export Promotion Unit.

The negotiation of Bilateral Investment Treaties and

Double Taxation Agreements with selected industrial

countries,

/6 * a8
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(xiii) Membership of the IFC, ICSID, amnd MIGA,

Public Policy

Fiscal Reform
(i) Continued reform and restructuring of financial
bureaucracy that is, Ministry of Finance, Planning
and Statistics, Accountant General Department,
Revenue Department, Audit Department, and Accounting
Section of Ministries, ’

(ii) New Financial Legislation, Finance Act, Audit Act.
(1i1) Computerization of all financizl systems.

(iv) Generation of Public Sector savings.

(v) Reduction of Arrears.

With respect to arreas these have been calculated at EC328.0m
as at the end of calender year 1985. It is the intentijon of
the government to reduce this to zero by 1991. The rate of
reduction has been set at EC$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 oue
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These revenue and expenditure targets are premised on:

1. The
2. The
3, The
4, The

reform of the tax administration systems.
systematic collection of outstanding arrears.
‘reform of the entire tax system,

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 Policies

(1)

(ii)

(11i)

(iv)

To develop in consultation with the Central Bank
monetary and financial instruments for the achieve-
ment of balanced growth and development.

To implement an interest rate policy which will
achieve efficient mobilisation of resources to
be channelled into productive enterprises.

To institute a credit policy which will ensure that
the priority sectors of Agriculture, Industry and
Tourism are provided with adequate resources.

The development of financial intermediaries and
practices of financial intermediation which will

be conducive to economic growth and development,

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 sector 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 Iincreases not exceeding
between 10 and 15 per cent over the entire five year period.

The approach to this problem will imnvolve:

(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

(b) Prices

(c) Employment, and
(d) Productivity

(1ii)  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 tec foster a
stable industrizl relations climate,

(vl The Labour Department will be strengthened to monitor
and facilitate labour relations in both the public
and private sectors.



(vi) An effort will be made to rationalize and synchroni:ze
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) Defining the functions of each personnel category.

(iii) . 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 Educational 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,
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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.



AN

ST. LUCIA

PUBLIC SECTOR FINANCING REQUIREMENTS

Us$ MILLION

1985 1986 1987 1988 1989 1990 1991
1. Capital Expenditure 46,9 48,8 50,8 52.8I 54.9 57.1 59.9
2., Amortization 1.9 2.9 3.9 4,8 6.1 7.8 9.7
3. Other Debt Obligations - 1.0 1.5 1.5 - - -
Total Financing Requirement 48,8 52,7 56,2 59.1 61.0 64,9 69.6
FINANCING
Domestic
4. Public Sector Savings 9.3 . 12,6 16,9 21.8 27.0
5. Other Domestic - 4.0 . 3,0 3,0 3.0 3,0
External
6. Loans Grants 18.5 23,6 27,0 30.4 32,5 33,7 34,06
7. Statistical Discrepancy 21,0 - - - - - -
8. Financing Gap - 8.0 6,0 5.0 4,0 3.0 2,0
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ST, VINCENT AND THE GRENADINES

SUMMARY OF PROPOSED COUNTRY PROGRAMME FOR 1986-91

I. Macro-economic Objectives

i.

ii.

iii,

iv.

An average growth rate of 5% per annum;

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;

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;

elimination of all arrears;

attainment of creditworthiness for ordinary resources
to finance %5% 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%.

IT. 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 omn:

i.

ii.

agriculture for growth, foreign exchange earnings

and employment;

manufactufing for growth, employment and foreign

exchange but enclave manufacturing for employment;



iii. tourism fto diversify the economy and as a sector
to be developed for long-term growth; and

iv. reduced direct govermment involvement in productive
activity but with government providing facilities
and incentives to induce private sector initiative
and investment activity.

The sSpecific targets fcr 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 U400 per annum.

Manufacturing

i, growth value added of 4% per annum;
ii. export sales inecrease of 10% per annum;

iii. new job creatidn 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
expendlture; and

iv. annual direct job creation of 150 new jobs.



11T, Key Issues and Constraints

General

i. Small island diseconomies;

1i. 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 eduecztion-~
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. 1limited farmer and manufacturers access to availa-
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
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agricultural commodities which can be grown economi-
cally 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.

Manufacturing

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;

iv. exploration of joint 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.



Public Policy

i.

<
|....I-

1t

e
IWR
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e
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Improvement in the function of Financial Management
and Planning capability of the public sector;

divestment of state enterprises:

improvement of financial management in public sector
managed utilities to provide cost-effective services
without dependence on central government subventions;

imposition of econcmic charges for government-pro-
vided economic services either on an economic cost
basis and/or at levels to minimise consumer waste;

reductions in government revenue as a proportion of
GDP so as to inecrease incentives for private sector
initiative and %o improve the efficiency with which
govermment services are provided;

exploration of possibilities for regional common
services so as to gain economies in administration
and to extend the career path for the region's top-
level professionals and management;

systematic elimination of distortions in factor and
commodity markets to allow for freer functioning
markets without unduly high administrative costs;

reorientation of consumption patterns and greater
consumption of domestic and regionally produced
goodss

increase in the level of private savings;

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.
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Specifiec Programme/Policy Interventions and Dates for

Implementation

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
international 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 economie 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. dimplementation of a Gdn$8mfisheries development
programme, geared fo tap the islands fisheries po-
tential. The programme to be financed by CIDA is
to be completed in 6 years and has alrea@y éommenced;

iii. development of institutional support for the agricul-
tural sector:

(a) Establishment of a quality control system with
assistance from 1ICA, schedule completion is
1987;

%



(b)

(e)

-"{'-

program which will enable 100% of the country's
banana exports to be field packed, due to be com-
pleted in 1986;

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;

ives 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-regional 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 firmsby way of trade shows, trade
fairs ete;

&
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¢) 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 Juan;

¢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 of 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, tralning programmes ete.

vii. PFostering 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 & consequence improving



_9_

the quality and attractiveness of their merchandise.

Programme

Public Policy

i.

ii.

iii.

iv.

vi.

vii.

viii.

xXi.

ix.

Introduction of Programme Budgeting (July 1986);

review of measures aimed at widening the tax base
(in progress);

refinement of allotment and monitory systems for
financial management (in progress);

restriction of the use of discretionary powers for
the granting of exemption (1987):

review of the tax laws aimed at eliminating loop-
holes and strenghtening the powers of tax administra-
tions (in progress);

training in tax administration (in progress);
review of Double Taxation Agreement - 1986/87;

review of more appropriate valuation procedures in
order to minimise under valuation of invoices - 1986;

revising and ensuring the availability of financial
regulations and stores rules - 1986;

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;

completion of the 3 year Polling planning (1986-89).



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 various admin-
istrative units to avoid duplication and misallocation
of resources;

ii. substantial shortages of ftechnical/professional
and senior persommel 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 govermment is committed to the reorganisation of the publie
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 Govermment recognisesd that a1l 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.

A1l means necessary will be used to attract and retain
qualified persons within St. Vincent and the Grenadines.
Career guidance will be provided in secondary stchools

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_fhe Grenadines.

PSIP Financing Gap

The PSIP is based on macro-economic projections contained
in the latest World Bank economic memofandum on St. Vincent
and. the Grenadines entitled"St. Vincent and the Grenadines
Economic Situation -

Selected Development Issues™.

2
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Total Financing Requirements

ST. VINCENT AND THE GRENADINES
PUBLIC SECTOR FINANCING REQUIREMENTS

1. Public sector capital
expenditure

2. Amortization

3. Other Debt Obligations

Financing Sources

Domestic

4. Public sector savings

5. Other Domestic

External

6. Project related

7. PFinanecing Gap

1986-91
EC$
1986 1987 1988 1989
21.3 25.0 26.0 25.6
19..7 23.% 24,1 23,7
1.6 1.7 1.9 1.8
4.6 5.4 6.2 1.1
3.1 4,1 "5.,1 6.8
1.5 1.3 1.1 0.9
13.6 . 16.1 16.0 14.2
3.1 3.4 3.8 3.6

13.0
3-8

14.0
3-6

W



