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Mey 16, 1973

To:- Meﬁbers of the Executive Board
Froms The Secretary»b

Subject: Caribbtean Development Eank ~ Report on the Third Anrual Mecting
of the Board of Goveinors

Attached for the informeticn of the Exzcvtive Dirsciors is the
" report by the Fund cbservers on the Third Aanuel Meeting of the Boaxd of
Governors of the Caribbean Developaent Baiik, held in Kingston, Jamaica,
on Lpril 25-27, 1973. : :

Att: (1)

Other Distribution:
Department Heads
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T CINTERNATIONAL MONERARY PUND . . .- . -
Western Hemisphere Daepartment

o _
Peport cn the Third Anm 'q'l. Mee:-' 7 the Board of
Goverenors of the um*.bmu. De: vﬂ elopment vanx '

Prepared by the Fund Observers

1. Proceedings of the annual meeting

' The Caribbsan Developmant Eanlk, establi shed. in Ja nuary 1970, held
the Third Asaual Mﬂeumc of its Board o“ Governcrs in King: tcn, oemnica,
on April 26-27, ©73. It was atvended by the Governcrs 9/\1 Alternate

Governcrs of the 3.3 original regicncl meubhers (:_e.r‘haﬁo.,. Gwrans, Jamnicy,
Tripicad and Tobage, and 9 smeller Curisbean isliands aad. berx-i‘c.o.'...,e.s),:'j
2 s '):-:QQ. unsd wndbens (Canada cnd the Un ,ue& K gt 'ow_‘_ Yenezusi,
vhich %00k its seah Tor the firsbt time.2/ In au‘*uom bservers Lrom
several nonmember ccuntries, fram a number of regicnal a"d international
orgzaizations, as well as from official and private finaccelal instivug
of pmemver countrice avtended. The Fund cbservers ware Cerlos L. sansda
end Andrew J. Beith.

..4\

The plensry sessicas of the meeting were hig gated by an address

by Sir Axihur I°w1u~ rresideat of the Baznk, on the n cd to develod entre-
p*enhu-‘:a. skildle ‘n the Caridbean zrea. A topic picked ug by a number

o obher speskers was th2 uvncertelinty generalted by interrational monetary
develommentes cver the last yesar ; in particwaer, cbﬂcern w23 expresszd
that the availahility of capital resources for the Daak end vrade outlets
--for the member couvnitiries might be affeched .if the uncertointy persisted.
With regard to the Bank's cperatioans in 1872, o« nunver of spes¥ers
expressed their concera thet the rate of dloan disbursement had nct -picked,-
. vp in 1872 aithough lcan ccmr***eugb rcse gharply.

In eddition, it was confirmed by a rwwber of speakers that arrange-
ments had been arrived at in Febrvary 1973 to, replenich the soft-lcan
resources of the Bank with $27 miilicn in Nwds from the Canadian Inter-
national Development Agency, the U.3. AID, Germany, and the United Kingdom.
Two resolubions aifecting the ogerain ons of the Bank werce adopted by the
Governors:

1/ Under the aﬂr-ﬂement eastablishing the Bank, Monbcerrat, the Dritish
Virvgin Isiands, the Caymen Islands, and the Turks and Caicos Islends ere
considered to be 'a single member

_/ Coloumbia has not yet co"-)le‘ced procedures for membﬂruhlp, which vas
approved by the Benk's Governors in April 1G72.
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(l) To increzse the callable napital of the Bank and at the same
time permit the Bank to borrow (for purposes of supplermenting its ordinary
capital rescurces) up to the amsunt oi' callable sheres held by Canoda, the
United Kingdom, and futurz OZCD nmembers cf the Bank. TI% ic expected thut
this would permit the Banl to torrecw at substantially Jower interest rates.

(2) To allow the more-Cevelerped mermbers of the Banit azeess to its
soft-loan window. This would permit the Bank to cbtain larger centributions
to its soit-ioan rescurces.

Finally, it was decided that the Fourth Annusl Meeting of the Bank
would be held in Grenads in April 1C7h4.

2. Revicw of the Bank's activiities in 1972

According to the 1972 Annual Report, the Bank approved 35 loans

. during the year, with a total commitment of over $15 miilion. Also, the

Bank esrmarked $3 million for & sccendary morigage progranm to match a

U.S. AID losn. This rate of conmitmen’ repregented a considersble improve-
ment cver the first tuo years ol wperasicn, when commiimants emonnied to
only $) million end $6 million, respecuvively. Edwever, loan digbursements
centinued to lag in 1972 and, throvga tae end of the yesar, tobal cumilative

‘disbursemnents of the DBark amounted o lass than $500,000. The Appual

+
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"Report attributes this sicw rate of dighursement to o nunber of factors,

‘Bank is about to embhark on a program of feeder roads in banana areas.

the most important of whizsh ars: the large number of projzclha involving
censtruction, for which the preparatory process is paviiemlavly lengthy;
the feact that many privele and other borrowers wait for Bank approval
tefore mobilizing their cun financiel and other contributions to the
prejects; and a variety-of aduinistrative cbstacies.

. With regard to the sectoral distributiocn cf lnan commitments in 1572,
leans to private ggriculture gaired momentumn and the first loan was approved

for a land setvtlement scheme. Ne loans were made to the Windiard Iaslands!
barena industry for vhich considerable sums have been earmarked, but the

¢ g Ynegot
.

During 1972, the Bank made contact with a large number of epiail hotels
interested in expansion, but no loans materialized during the year, meinly
because of lack of technical help (new arrangements are being made to
intensify the Bank's technical assistance in this area). .Infrastructure
projects approved in 1972 included two deep watcr ports, wharf improve-
ments, water supplies, and feader roads. In 1972 the Bank began a new
student loan program for university courses (other than in mmanities,

" Taw, o sccial science), teacher training, technical and vocational

training, buciness studies, and para-professional. training. In manu-
facturing, the Benk continued to make loans to Jocal develcopment corpo-
rations and a new series of Joans was begun to build induvsirial estates.
The Bank has nct yet made o loan directly to any manufacturing firm, as
it has waited for compieticn of a report by the Economist Intelligence
Unit on industries suitable for establishment in the less-develcped
rembers of the Bank. This study, which was completed in September 1972,
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fidentified 16 industries which could be esteblished on a sizable scele in
the less-developed countries: (a) for Nerth American or Ewrorean markets:
costrme jew2lry, spurts goods, leather goods, canned fruit, plush toys,
men's underwesr, intinste arparel, outer garmeants, knitted plece goods,
electronics, electrical accessories; and (b) for the CARIFTA market:
bicycles, footwesr, bullders’ hard"““e huﬂd tools and cublery, domestic
dinnerwore. :

The distribution of the Bank's cormitments by econamic secter as of
December 31, 1972 was as follous;

(Thousands of dollars)

Ports ' 5,080 -
Agricvliural credit 3,120
Water supplies : 3,068
Residentiol mortigages - 3,000
Industrial estates _ s311
Reads ' ”06
Agriculture and procesgirg - _ . l 604
Elzctrieity 1,528'
Smell industry credits 1,275
Hetels - _ : - 1,227
Telephones ' : 718
Student loans ' . 360
Adrports : : - 50

25,378

3. Financial onerations of the Bank

The avithcrized canital of the Bank was increased in April 1972 from
$50 million to $100 millicn.. At the end of 1972, the Bani received from..,.
the U.5. AID $10 million of soft loans to initiate two housing progranms.
It is propcsed to supplement the Bank's resources with. other loan funds:
thus, five ponetary instituticns in the erca have agreed to support two-
year bond issues and the Bank has begun to maxe a:rangemen+ for a market
loan issue in 1973. - ] “

AG of December 31, 1972 the total resources available to the Bank .
for lending were:

(In thousands of
currency units)

Ordinary cepital (availeble over six years) - Us$sh,285

Canadian contributicn to Special Development

Fund (aveiluble cver five years) Can$5,Chh
Canadian Agricultural Fund Can$2,500
U.K. contribution to Special. Development

Fund (available over five years) E2,083
U.S. contributicn to Special Develcrment K

Fund _ US$10,000

U.S. contributicn to Housing Program Us$10,000
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In April 1972 the interest rate on loans to the private sector
(excluding egriculture) was reduced from 10 per ceht to 9 per cent. The
-rate of interest for egricultwal loans remained at 8%— per cens and fer
loans to the public sector at 8 pewr cent; a rate of 74 per cent was
fixed for loans to government financial institutions for lending to the

private sectvor.
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