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B NTRODUCT.}DN |

In thIs paper we have Iooked at Car:bbean Capltal flows'
' speclfically from the aSpect of rechannell!ng of lnvestment
;,'wathan the reg:on.

Tne ma!n arguments of the pa#er centre én the fo}}owxng

premises: | |

(})’Tf7The djffefenéésfin?fﬁvgsfmentrlévéls-fh the

o HDGs_and»thé“LDCs éfém fr¢ﬁ bUii;:in factdrs
faséo;iaﬁed with dfstribuiion—of resources.
- (2) f'iféé'develqpménf Qf'éhé Qﬁple;ar;a is'dependentrifr
:::éﬁ.therstreng;hening of the ank lﬁnks.:

(3)_- The Eemovai>of-ﬁénst;aihté in éqéé ékistingr
“-inéfftutioﬁal étruciufés wpu}drgi&;in:bringing{ 
:;'aﬁbut:more rapié-integrétioﬁ.” | .

The paper ana?yses the sfructure of ‘the econoﬁies of therlf

_regton, looxs at the CARIFTA/CARICOH organrsation and the

:nstltutlons assocxated w:th these and analyses their structurn-:

In terms oF thenr llkely effect:venﬂss.' Exper1ences have also o

Jr'been drawn from other areas whlch have attempted 51milar :ntegratlon
"movements.’ Thelr problems and attempted soluttOns are dnscussed

\.:rand the pOSS(blIlty of applyzng the Iessons Iearned to the CARlFTA/_f

CAR!COM area tS consndered



REGIONAL FLOW. OF INVESTHENT
TdE ﬂEED FOR AND ATTEMPTS AT RECHANNELLING

SECTION 1 - THE STRUCTURE OF THE ECONOMIES -
,;Charaeteristics'of the Economt;

The Carncom terrltorles havn tradltnonally been underdeveloped dependen;
: econonies whlch demonstrate a persdstent pattern of 1mualances in growth and
ddeveIOpment both between the terrltorles themselves and between the sectors of
—eaeb eoonomyr' The:common structura1 charecterlstlce which make themselves
'manifeéf fn eflrtheiterrdtor}eeiare:f"7 - B -
1. -e'heany-dependence on'exporfs endfimportse
2. e nattern-of'production ih nhich tnere-iefconcentratfon'fn'
'termrnal actuvntles, i.e. productxon of either. primary o
' products or an- assembilng of. f)nal producLs, ';.'
3.- an unlntegrated structure of production that Ieaves Very
little l(nkage if any at all betueen the sectors,
\'4:- aihjgh Ieve] of strootqra] unemp]oyment endrunderemnloyment{
Eﬁ ‘a Qeny_underdeveloped domesfic agriedjturallseetor-and a:'-
fhigh cbsf'agrioulturaireprrt settor>dependent_on:preferenfrel
-,:sheiter in. metropotttan markets | |
6. fanr]y rapld rates of growth in the modern sectors - mnning,
'tournsm and manufactur«ng,, nd . » b |
7; dependence on foreign dectsxon-nak;ng by large corporattcns
,whleh brrng |n_capita}, technojogy»end management-and en~

trepreneurial skills into the economy.



o On a reg:ona] basrs, d;stlnct|on hasrbeén ‘made betveeﬁ nore deQe]oped
:_'rquntr}es and lgss-devgloped ;ountr;¢§;  The former group compr1§es of
Barbaéds,rGuyéna,;gamaicé'and Trinidadland Tobago, whlle the Iatter lncludes
Antigua, Domiﬁi;é; Grénéda, Honﬁgerrét St. &{ttSrNeVISfAnguxl]a,,St; Lugaa,t
. Séf Vincent'and'aeliie, HfHéJdistinctfoh,is baséa'oﬁrthe econemic vériaglésr
ofi- | - | J
' i,; gross domestic. product (Epth_aggrgggte and éen cépitéfg éndrff'
 2; pOpulatlon. - o . |
Tﬁermore-deVeIOped countries account for appYOXIméter-Bj per cent of
'ftne'tota1 reg\onal popu1atton and 93 per cnnt or the aggregate gross
domestxc product ln respect.of per capita gross,domestcc product, the
1970 flgures show- that tne more- develooed countrles average u.s. $600 whtTe
: thg less-deve?opgd cogntrres averqge_U,S.SBOO “The rore-developed countries
were;a};o reéprSﬁble ;Br'éﬁ pér,cent of}fﬁé'tota] regional productlon.r_"
zThese facts'seemrtorihdicate tﬁat the'éore;dEQeloped:éountriés are.
"better off than the less«deveIOped countrres but re)at:ve social welfare can
:ea511y be cloudéd when onIy aggregates are cons:aerad. what is concealed
is the fact that the rate of unemoloyment is almost the same in both groups;
and the lnequailty oF the dlStrlbUthn of lncome ]eavos -some parts of Lhe
) pOpulatlon of . both groups qt very ]ow standards of 1!Vlng e see, therefdre
that the problems of qnderdevelopment are. conmon Lo both” groups and the d\s-t

,t(nctton ts,onlyjone QT degree.'

The drfference in the Ievels of development gennra!ly, rerlect

_dif-erences in tnvestment flous, and the. follow:ng structural faCtOFS “have



"been mainly responsible. for the exis;ihg'patfernie -

(e),Resourees

The more-developed countr1es,*w:th the except:on QF Barbados, are

— m!nera!-dependent econcm|es Wlth bauxfte in huyana and Jamalca ~and natura]

,gas,'0|]»and,asphalt-xn Tr:nldad and Tobago In the nndavndual terrltor:es,

the m;nera!-based lndustrles have been the dom|nant 1eatures or tHe econony
wlthout real!y becomlng part ef,lt. -They prOV|de a large part of government
revenue ‘in the form of taxes and royaltses, earn foreagn excnange “and are

the maJor source of product:on. Neverthe!ess because of the enclave-nature'

' of thelr operatlons, they have not fu]fliled the ro]e of “Ieadrng sectors”

- for which they are potentially SU|ted

The less-dnve]oped countrles, on the other hand reiy'en the tradi~

“tional- agriculturai sector which does not have the |ncome-earn|ng capaclty

of the mineral sectors of the more- developed countrres.

() size

'Anothef,facfbr'affecting the leveis of - investment is the difference in

'size of the domestic markets. The more-developed countries offer larger

" markets, thus reducing thefdisecpnOmies of scale associated with qperatibns

in the area.

{c) !nfre%Strucfure and Development :

EVen if the problems of the small domestlc marxets in the less-
developed countries. can be cvercome by the extensaon of national boundarles

to Inelude the who]e Carqfta/Cariccm area,'there remaans the_tundementa]

1,restric;iohs ihposed bv,fhe underdeve!oped state of the‘infrestruCture:oFV.'~‘



.

'_the-]ess-deVelbped countries. 'Vﬂhr]e road systens are reported to. be adequate
for present demand and :mproved schemes are in oneration, adequate port and

d anrport facrl)tles are lacklng in: Lhese terrrtorres
(d) Levels ofﬁlncdme,and Sévihgg'

The. lower levels of - nncoﬁe in the less—deve!oped counirtes serve as a
- "further constrarnt on the size of the domest:c narxet ‘and the rnadequate' :

: control ot the financxa1 sector aégrada;ee tne sstuat:on 7 SaVings, mobllased
in. the less deVeIOped countrles, have oeen na[nly througn commercsal banks-
endrlnsurance ;Qmpantes; but in some of Lhe—lessfdeVe}oped countrles-ﬁhese :
ere }h'the“éafn dnly-bfedchedL' -
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In the absenee-of data on inyesﬁﬁént,‘the'relatfye-cbqtribution to
~gross domestic product of the various sectors is taken as an indicator of -
relaﬁiVe'investhent;
 Table 1 - SECTORAL,CONTRTBUTIbhrTO GROSS DOHESTIC

-PRODUCT AT CURRENT FACTOR COST FOR CARIFTA/CARlCOW
COUNTRIES (1967 1971 PLRCE@TACFb) : :

W, p —

N o e
. 'Y

SECTORS . . . . L1967 1968 1949 1970°  1anP
. Agriculture, Forestry & Fishing ~ 12.4 11.5;' 0. 9 10.1- 10.4
. Mining and Quarrying R 2 R LT B 6.0 1h6
. Manufacturing - _ 13.9 g14;57»_']4.5, 14.5 LN
CSub-Total . . . . - A3.3 k2" k2.1 406 39.6
. Constructlon_'i ' A 7'7.6 8.7 8;8; 9 0 9.1 -

Distribution & IranSportatlon o 19:4-- 19.8 19,5 20.7. . 20.6
Government = , : ~10.5 0.6 10.9 . 10. 8§ ~11.2
.“All Others = = o - 1901 “16.6 . 18:7 19.0 19.5
CSub-Total .. 56.6,  57.7 5.9 58.9 59.7
TOTAL ,1;. L . s 100.0 100.0 100.0 100.0 .100.0

- SOURCE s Carlfta Countrnes ~ OverV|eu of conomic-Abtiv?ty ]972'v United
Nattons (ECLA) ' o , ST o



Qh!le there wes an apharent xncreaee in :nvestment in the constructlon |
:1ndustry, the avallable data suggest a decltne in agriculture durlng ther |
'e period 1967 1971 The,downward trend in |nvestmentr|n agrtcu]ture 15 of '
'_partlcular s;gnlftcance since thns is one of the sectors offerung greatest
jemployment Opportunlt!ﬁs tn tne regxon. In addltron,‘sts;petenttal Ilnkage
rwtthfmenufacturtng Jncreases the potentgal 1OSS;QhFCh-W511 resutt_trom_itsr
’ neQEeCtt o | | E | | |

Although provxslon was nade tn the Carrfta Agreement for the less-

- deve]ooed countrles to be. wottvated to expand aqucu]ture, apparently there

‘were ofher mllttattng factors thus suff|CIent rnvestment funds were_not
-attrecteq to br}ng about Lhe rate of growth expected VDomestic egriculf
“ ‘fnfe-hesfthusjetagnated'ln these terrrtor|e$,’whnle-:mperts have grown
-fchn;fﬁereb}yzr One:najorfreasdnifer the lack of ghonth isAprehabfy the
:fact“that taetejin,the regten férheaVJIy'inf[nenced byrthe-&emonsttetjon
effect-ef Iffelin the netropolitan_countries; |
rlh'the nénnfecturine eectcr, WhateterhdYnenism'ekiétsihes-been:COn-r';f

' centtatedrln the more deve\oped countries wh;ch as a group orov:des over
' 95 per cent of the output, The present;thrqst in the sector :srtqwerds
- §mport*substitution and penetrétidn of the'Wholethégionél,harket.7:Howeven, .
{ftthe Fact'that:the éectnr fs-heatily {nfluenCedfby fereign cépitei and“ |
:he}iee metnly on 1mported 1nputs results in the reductlon of its contrtbu~
tiongi_lhe lack of suff:c:ent eyoort aggravates the 5|tuatxon as the full
hnrden of the hagh )mnort content rests on the local . economy . Tnus ,the
valne of - nnvestment in this sector of - the economy |srnot max1m|sed |

AU

1. The proolem of lacx of gro»th ln agri culcure and'increasing_imgorté
: lS a. clrcular one. ST - - .



either in terms of employment-generatlon or in export earnlngs The problem
becames ‘more acute when it 15 consndered that the deve]opment of th:s secton
' 'wasrfac:);tated'by generous zncentlves,such as tax ho¥1days; subs|d|es, ::-
_proteobion,endilnfrastkucture pfavfsioﬁs,ri“' SRR

The shortcomlngs of rore;gn'dfrect tnvesbnent ls-eVen more marbed in

_bhe mining Sector, as from thls sector theronly beneflts are wages and -

'n salaries to the extremely small proportlon of the populatlon employed, and ,-
revonue-to the government in the form of taxes and royaltnes. At present |
-'efforts are betng made to get more bener|t= fron thss wost important sectorr
The Guyana government, in 1971 ach|red the-bauxste:ccmpany3 DEHBA, and
: the Trln:dad and Tobago government acqu;rnd the assets of Brit!sh Petro]eum
1,Cowpany in 1969, and also entered nnto partnersh;p with varlous companres
to explore and develop the oa] resourcas on both Iand and sea. Since then
further steps have been taken towards govarnment-partlcupatron |n the petro-:
Ieum rndustry |n Trlnldad and Tobago, the Iatest bexng the decis:on to |
acqulre:Shell_(Trlnndad) lelted, and tbe'recentrdecrs;on~by'the Jamelca
jkgovernment,toxobtafnnincheesed_pfofits'fron bauxite. | o

bf the othen.sectob;;,dynan?sm in the construc;{on,industry repreeente
beefoa}lv-much needed;ihfrastrdcbure’devefopnent;:pertiob]erly in the"}esef"'
7eevelooedrcobntriee3‘VThis sectoribas the_greatest Socfe}-benefft'inftefms'
of. employment'andipotentief for economic-development"-The drive in con-
lzstructnon in-the less~developed countrles resulted also fr0m a consclous-; '
'effort to develop tour|sm whxch norma11y has a potentxal 1 Inkage w;th the 7'
'rest_of theieconomya jHowever, tourlstrspend:ng in the’regpon has had e

Qeak'mu)tipiier effedt_because of WIdespfeed,foreign'control of ‘tourist’



ffac1]ztres and |mnorts of food for tourlst consumptxon, agrsculture has

1 therefore not benefitted from the growth of Lourlsm

It is Clear ehat it is not only the volume of'iﬁveetheet FUndS thet
is the constraxnt on the deveiopment of . Lhe regnon, but tHe pattern of |
_Jnvestment alsq. The control ‘and Iocat:on of resources, the' structure of -
producfioe and'theiopennnss ef ‘he ecdnomies ha&e combined to cause-and
' ma}ntatn |nequalltles and xmbalancec botH between territorles and w1th|n
each separate ﬁerrttoryf | | ‘

Table 2 - PROPORTICH OF FOREIGH AMD DOMESTIC

. FIMANCING TO DOMESTIC I[NVESTHENT IMN THE MORE
DEVELOPED COUNTRIES: 1969~1972 -
| - Pefcentagesrof bomerjie-lnvestmeﬁt'

“-Foreign Financing o Domestrc Frnanc;ng

Country © 1969 1970 1971 1972 1969 1970 1971 1972
'Tranldad & Tobago ©'U26.3 45.3 58,3 50.7 73.7 54.7 51.7 49.3

V\Guyana : - . 16.6 35,0 10.4 18.9. 83.4 65.0 89.6 81.1
Jamaica . 39.8 he.7 470 S6.1. 60.2  53.5 52.9 43.9 -
Barbados - . 96.7 - 80.7 87.5 3.3 - 19.3 12.5

SOURCES : Central-Banks' Annual Reports.
o Eastern Caribbean Currency Beard.

Ffﬁeﬁcingicf 5cme§£ie jnvestmehtr;eThe Role of Fereign—lnyestment

E Ab ahelysis e?'investmentrfieencing,in ﬁhe ﬁore—develbped_coentries,
as shown in Table 2, suggests ‘that rhero'ls a teﬂdency among tnese countr}es
to become nore and more dependenc on’ Fornugn cap;ta] InFIOWS for thelr in-
. vestment needs Between the vears 1969 and }q/2 the proportlon of forelgn
riflnanc:ng to total domestfc aneStment has varxed betueen 4y .9 per Cent

«(1969) and 53;3-periceht_(1972). 1§ Guyapa, which has the lowest



proportlonal contrnbutlon from. forelgn sources (averagnng 20. 2 per cent .or,-
the perlGd 1969 1972) s excluded ehen'the dnmens:on of the problemrwould

he readlly 'recognlsed

The combaned averages of Trrnldad and Tobago Barbados and Jamalca
ranged from 5# 3 per: cent (]969) to 64. 7 per cent (1972) .But the most

notlceab]e case of foresgn contrlbutlons to domest»c |nvestment 15 demon-

'1:.strated in the case or Barbados where, durnng the pernod 1969 1972, tne

" lowest proportion has been 80 7 per cent in 1971 rDurnng 1970J domest{c o
,ftnancxng,nn_Barbedos,made no contrlbuththo domestiéd{nveeement; inej  -
'faefi‘penf,of,fofefdn-eapifal inflows-waerosed torffnance_conedmpinn.
This sncldent demonstrates the extent to Wthh contxnued and lncreaszngr
-,reltance on fore:gn funds can deVeIop, to mnance not.onjy JnVestment but;

~ also consumptuon needs._

-There-is coneidefable debate' partzcu]ar]y among develop:ng countrres,
' -on the |mportance of forelgn capltal ‘to finance the development needs of :
these econem:es.-_Essen;ra]ly, the arguments support;ng,forelgn capltal

'inflows have béen centred'on'the fact that these‘economies are:generallv

' short of . xnvestment funds and that domestlc savzngs are ‘insufficient to

_fxnance the volume of - cnvestment requ;red for rapld deveIOpment., The
Ixmlted domest;c Flnanc:al resources, tne argument empnasases, wust be-
,-supplemented by forelgn caprtal lnflows to keep pace wlth the requnred

rate of economuc development lt has aleo been argued Lhat fore)gn cap:taT'

s accompanled by lnproved tecnnology, forelgn markets provndcng opportunl-

. tles to earn foreign exchange, the traznlng of locals and lncreased income -

. to the economy in the |orm of wages, salarzes and government revenue.



’These:afguments,'howevek have been - based on. the fal]acnous premise

that there is a dlrect relatxonshlp between :mported rorelgn 1nvestment and

~techno}ogy, and economac development.. Un?ess the rntroduct|on of forelgn__-
'technology is accompanled by safeguards for |ntegrat1ng it into the econonyr'
"'the beneflts mayrnever reach rurther fhan Lhe operatnona1 stage] 1In the-
-~absence of sueh |ntegratlon the net result of- Lhe incentives to forergn
:  ;nveetnen£7wi[IAbe's!mslar:tq the~svmplerpurehase of pacxaéed components

'forfassembling; ln ﬁhe Iong-run, ﬁhe econemyrmay be suhject to net losses.

. The bulk of prsvate forelgn |nvestment |n the reglon has been dxrnct

foreign lnvestment.r An exam:natjon of the 5|tuatxon in Jama:ca rerlects a,'

' aituation charaéteriétic:of the ecdnomiesaof thefregjqn‘

The average proport:on of durect investment to total foreign- prlvate

,_lnvestment durong the perrod 1967- 1971 has been 87. 3 per cent.,

‘.I'able,' 3 - DAIREVCT INVESTMEHT AS A PERCEHTAGE OF TOTAL
FOREIGN PRIVATE CAPITAL - JAMAICA (1967-1971)

1967 - 1968 1969 . T1970 197

7hk - 89.6 . 92 915 . 89.0

V_SOURC‘ - Centra] Bank of Jamalca.z_AnnuallReports.’

‘.'fThe ageney,lhfoqgh-whicﬁ sech inveatmenthfunds-ffowais usually the

mdl tinational corporation, - a ZOtn century creatson, arls;ng from tha comp}exi—‘

: ties,qf,internationalreconom:c competition. The main .eature of thns an-

'stjtutien is that as-a private economic unit,'internatlonally organlsed, its

primary'objebfiveAjs to maxim§serprofits:internatidna}]y. " A branch plant is

Y

1.  For fbrelgn technologg to beneFit the country in ‘the long—run the

nationals should be able to use the knowledge galned from- that tecnno—
A‘logg as the 03515 fbr development in oLber areas.. .
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established in é’spég}fic $e¢torrof'the?]ocal'économy, and given the

sale of the Operat{on.may;gvéntqally,assumé.dominance}of‘that'sectof;—r

By carving out a sector of “the econcmy, the local branch- through its

- direct integration with head dejca (and not with thg'fést—of the economy)

conducts its activities in a manner which is consistent with general

_'tcmbéhy policy, and not necessarily with the local economic policy.

y -



_f TheTRole ;f-Domestfcéaviﬁgs
The Fore90|ﬁg ana1y515 suggests “that dcmest!c sav:ngs should assume
_ :'é more Stgniflcant roie ini dcﬁestlc |n§estﬁent in the reglon if Iong term'
-rdevelopment is to be ach:eved The aulk of domesttc sav:ngs in the reg:on:
-ngmqbilisgd'by ggmmerC}aI:banks—and ;nsprance ccmpantes. '!t.rs,usefuif
= fhéfefo}e,.tq_examine'tﬁe,extént to WEichrtheée institutions hé&é a]!ocated_r
-rrthe finahcial %es0df¢es af their disposai_fo sectof5 whi€h érerpéteﬁfféltyf'
;iﬁCOme-geﬁefatihgf5h reéource-éctjﬁaéihg. | o
iasurancgrcbmpénféS by7ﬁhe Very.natufe of theiP-oparafléhs-haQe at -
'i-fhﬁir_disposa¥-ihng»fefﬁ fﬁhas'whiéh ﬁakeipogéible IongFtérm Investmént:'
' trénsaéﬁidhsi- Because of the underdeveloped state of the cap;tal market
rin:thgzrééfqn, nowever; 0pportun|t|es “for sHare trad:ng are m|n|mai and
VWhefe-no'leg{slat;on exists such as in tneiless—devélopEd ;qunfrsés thereir
 h§ve'Seaﬁ éuiflows. ;Jh—ﬁhé ﬁain,'fnsuranggic;mpaﬁfeé Eavgrchanne}iea_-r
' _theif,}ghdé_%nﬁé morfgagés;'equftieS; goyerhmghf'sgtqriﬁfé# (partiéulér]y

.bonds:andrtfeasury'bills)_andlpolicy loans,

:,An'éxamination of the stfucture of ioan%-and'adVénCeS by-the comﬁer-;
c;al banks in the rn§|on suggests that Lhese inststutlons ‘have made - no
attempt to:adjust.tne]r : Tendrng patterns to meet the needs and prlorftxes
Of_tﬁé'iocafééconomies;”

The following tables show the-avebage-sectora]‘distkibution:of

~ loans. -
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Tahie-S - AVZRAGE SECTORAL DiSTRIBUTFOJ OF LOANS AMD ADVANCES
° BY COMMERCIAL BAMKS IM THE MORE DEVELOPED CGUNTRIES -
?PERC NTAGE Dr TOTAL CREDIT: ]968 -1972 - '

1969 1970 197’1 BREY A

, , -'1968
7 Hanufactur;ng o 18.227 8.4 19.3 -18.0 18.8
Hining . . 1.3 2.1 1.8 ~ 2.8 . .7
Agrlculture 7.9 5.5 5.3 - 5.3 - 8.7
" Construction 5.9 7.7 3.7 9.4 . 9.3
;Dlstr:buL:onr”' 28,3 243 23.% 22,2 22.8
Tourism | - 2.8 5.5 &5 kA 308
: ;Personal'- AR 20.3 21.8  18.¢ 21,2, 22.9

. e - est;nate

SOURCES : “Central Banks" Annual eports N
Eastern Caribbaan Curr ency Board, -

. Table & ~ AVERAGE SECTORAL DISTRIBUTION OF LOANS. AND ADUANCES
BY COMMERCIAL BANKS |d_THE LESS DEVELOPED COUNTRIES -.
PERCENTAGE OF TOTAL CREDIT: 1971-1972.

R o -1971 _ 1972
- Manufacturing 7.0 7.6
. Mining. =~ - - : - .-

S R

" Agriculture 7.5 .
~ -Construction 10.0 - 10.90-
"~ Distribution 19.5 20.3
- Tourism ' e 1he -
- Personal 23.5 23.6
Z1.8 - 21.8

_ © Others o _ )

"§0URﬁE':,CqﬁmonW§a1£h:C;kibbean Finahcia%~5tati§ﬁ}cs: Quaftérizf

L Digest, ISER pubiication,'Decembgr,1972.;' L

The-éﬁer taB?esrréQealrtEét fhrougﬁout thg,fegidp pﬁrgoﬁal'foéhs and
'éfeditfid-thé-dfsffigutioﬁ*éeétor tbéétheriaccouht?fo% éﬁﬁrogimately 45 peri'
cent of tctai credrt granted by conmercial banks. | ﬂisrcﬁaracreristic of
'Ebank credat substant:ates the view rhat ccmmerc;ai banks regard themselves
- as Speclatlsts in the Erovas;dn of short- term credit, and is- a]so consastent ]

'wrth the banks‘ tradlthan cr:ter a for. lendtng -- llquld:ty and safety



A s:zeaole proportion OF persona] loans is used to flnance the pur—'
'chase of |mported consumer durables, nh;cn has- the net effect of craat[ng
'further leakages from the economies and |np05|ng ‘an addltlonal burden on -
the reiat:v;ly scarce forelgn exchange availab}e to these. countrtes.
1_T5r0ughoutftherregion, ]oéﬁé andiaﬂvancéé fgr'ag¥{cuftdfal purpésas
';_have réﬁainéd réfa;?ve}?iinsighifitaht, inrfaéf,rsu;h }éqns absorbed a
f quréésing 5h§re=of tdta? credit. . initﬁe more;develépéa'cﬁuntfies, for
7 e;amble,ithé 5g§régat€ shéré fe]] fr6m77.§ per cent 1n’l9$8; to 5.3 per
-éent in 1970 anaf1971 w1th an estlmated share of 5 7 per cent for 1972
. A s:mtlar trend is iilustrated in the case or the Iess deveIOped countrles
;where:tha'share oF ;o§al_loans_recerved'by the agr;cultura] sector_fell,
1'from;7-5_Pér qent iﬁI§7l; to_6;4;pér eeﬁt,in']972.;: - - |
'The:;cqétructiqn'séét§f which I}ke agrf&u}tu}éiis ariabopféfntenSiVe'
éqtivityfw535ﬁ broﬁideé'géope for fﬁe,UtiJfsétionéif’iﬁdigenous,respﬁrceé,
'hasihcwevéri beéh fééeivihg"an }héfeasing‘shére of ]oéhé,and advances Tn -
' the more developed countrtas durlng the per:od 1968 1971 7 Bﬁt wifh tﬁe:
, exceptton of Jama;ca and Barbados Ahere constructton accounted for 16.1
per cent and 14 3 per cant rBSpectavely in 1972 @tS'Share of total loans

has been reiat:ve}y }ow.i

'Mhile W|th|n recont tlmes specnal:sed |nst:tut|on5 have been es~
'tab!:shed in the reglon to prOVIde med:um and long term deVeICpment
Flnance in certain areas;_there'are stiil rnstltutlonal gaps

The analysis'of’tbéf[nveStment pétterh-indicafes:thatrthe lack of .
' bontrél_of'the use OF-%eSOUFcés and the concentration on  primary

a;tivit§ in the economies h?ve-resulted'in less than optimum benefits



from the use of funds. In addition,;théra has apparently been a rein-

fdrcement_ofrpatternS;Qf imbaIances between the individual terrftorieéz

~ . as well 'as between sectors in"the economies.

The problém, therefore,_cai{s for an abproach-tq.investment which

~would bring about ;-

(i)  an increase in total investment in the region;
- - (i1} . greater mobilisation of savings in the -region; -

i1i) a greater dependence on dcmestic investment;
(iv) a'mqre_dptimal distributionrof investment within the
‘region.and between sectors; and

(v)  increased benefits from foreign investment.
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e CﬁRIFTA/CARiCGM - An anaiysns of the efTect:veness of ;
__thls institution as an instrument for economic
transformation -

Regionai |ntegratlon WOVEWEﬂtb aré mot:vated by - the expectatlon of
a genera] :mprOVement in economlc condltions.' Tne'type of |mprOVement

;7rand the rate at whlch it Hl]l be brouaht about nall depend upon the type

of economles whlch are to form the Regional CuWﬂUﬂlty, the goals set and'

. the prov1510ns made For achlevrng such gca\s

The countraes which rormed the CARIFTA regron nad economtes which
‘e ~could be descr:bed as - competttrve. COnseqqen;1y the volume of trade
between them was smal].,ri | | : - " |

;; ' j - Prier'tp-fnejesfebﬁisnmen;_of CARfFTA,rtrade'patterne'ref1ected

, the traditione! tfpes:aesociated wifhrderelepinchoentries. Trade w:th the
_metrogoi:tan countrles accounted fo.'approxlmate]y 90 per cent of exports
~. - and these vere - petroleum end petroleun products - QO per cant, uauxlte,
including alum;na - }o'per'cent; Sugarr~720 per Cent,rbanenas - h,per cent

and -a .number of other items making up the balance of 20 per cent.

An examlnetion‘ef Ewe pattern of productfcn in the major industries .
- shows that only-a smaIl pronortlon oF Lhe potential earnlng power actuelly
jaccrued to the ]ocal econonzes- ln he case of petroleum and petroleum
products_which are eXported by Trinidad and Tobaqo,.approximatery 65'per cent
: of the vaiue of exports came under the proc=531ng agreerent arrangement. |

The. returns From this portion benng malnly processtng rees
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Fn the ¢ase of bauxite and alum;na, the lrnltlng of oroc=55ing

to the alumlna stage neant substantlal Iosses in earnlng power., Up to

_]967, seventy six per cent of baux1te output was exported as drled ore.
7When :t is consrdered that ‘one . ton of. alumlna has a vaiue of lour times
a ton of crude ore, and one ton of a]umlnlun in turn values seven . tlmes-

' a ton of a]umlna the_problem 1s,seen in lta trrus perSpective.'

cugar productlon for export is operated malnly under quotas and

agreewents — Ihe Unlted States Sugar Act sets;quotas.and certain cond!tions,

_governlng prices, and the Commonwealtn Sugar Agreement sets prtces as weli

as quotas for the regton

With the major exports 50 constrainedf the.countries of the region

‘were actua!]y hand|capped to the extent of 72 per cent of Lhe|l exports.

.1The,justification_for limiting production to the raw materfa! 5tage

" is sometimes made .on the comparative advantage argument. The argument is

fallacfous,aé,a'number-of factdrs are ignored including'the ”learﬁing,'

.. -factor''. Sone or the factors wnlch acruaiiy nillLaLed agarnst the
Vmovement from raw materlal productlon to “end productlon“ have been tarlff
-barrlers;rln thevoase'of ;]uﬁjnium-productlon for eXample,Texports to tne"
4uqited States.wouid havedtortaoe tariffs of & ner'oent,'wniie tne}Eurooean

community has a 7 per cent tariff.

" Trade ambng*the Cariftawcountries aueraged 6 per cent of total trade

din therperiod'TQGO'e 1967.ﬁ:The main'items traded betng rice and manufactures

' such as petro]eum products, fert:llzers, nood and cement The items which

iater came under the Agrlcu!tura! Harket;ng Protoco] made up Iess than 4

| per cent of total trade,'whle petroleum and- rice t09ether accounted For
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53 per cent o?'tfade; Copra, wood, medicines, eosmetits, fertilizers and

'cement together ccmprlsed 20 per. cent. The rest of Lrade_coneisted of:

' :other Ilgnt manufactures whlcn had very small trad:ng va]ueS":nd|V|dual

section51d|d-qot,exceed_34,000.:

1 ReaiieiegrtHEt as indi#iduaf staees-eil the iimifatfdne'of_theire
U smaltness would contlnue to: wetgh agalnst them the,Cafibbeaﬁ:gevernﬁents

| ”_ragreed to es;abllsh Carlfta ' Th}; was put into effect'dn Hey 1, 1968, with
-l four part{Ctpants. vThejseveniothees_aec eded. to ‘the agreerent in August

and jnilﬂ??;ethe twelfth'par%icipant acceded.

'TheEAgfeement;attempted-to free 511'trade;immediate1y_byi
,_providing fqr thé'ccmp]e}e removal of all barriersfto intravregiohél'trade,
except in the:eaSe of a small nuﬁber of commoditfeé-whfch ean'berpléced

“into two main categories:-

'(a)i ehOSe which weee placed on-e ReSerQe-Liet ene-whfch;
i-fcou]d produ#e serlous dls]ocatlons orrproductlon if
‘Vbafrlers are sudden]y femoved 7

'(b);ithose'For which_there:shouid be eTimfnation'of the

‘protection element {n impoft'duty;

In bdfh:ceses, the'raduction of dut?es would be efFected‘qvef'
five-year to tenfyeerfperiods -é'five'yeans for the mofe,de&elopedrcouh;ries

and tehryeare for the_Tess developed countries.,

: fhe Agreemeet prohlbatﬂd the operat|on orrquantitat:ve restrlcticns
,ramong Carlfta countries wnether tney ;ake the form of restrrct|0ns qn:
'importe gr on exﬁorts.:”Ekceptions were fo'bermadeeoﬁjy;for the Agricdi;e;a]:r'
_Marketihg Pfdeqcel;;er,eeeausejof ﬁalante qF'paymeﬁts;&i%Ficultiée, qrr |

. serious dislocations in domestic production and employment.
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lndlvnduai territor}es were ‘to ma:ntaln thelr own- leve]s of dutles
agaihst thirdZCOUntries. Generally, stand s;:li prOV|510ns were to operate L

with regard to incentives to |ndustry in each territory

The7essencezof the "Agricul tural Hafketihg'Preteco] is that member

codnt?ies should take up ava;lable supptles of agrlcultural products before

impoft}ng from OULSldE source:.: It Was Operated tn'auch a Nay as to

‘provide merkets for the products of the less deveioped’c0qntries;

The less developed countries were permitted to accelerate the removal.

of'tariffs‘amohg'themse]ves;'whife maintéining those'ageinst,the more

deveIOped:couhtries. Tne ngeement also contained procedures to be adooted

. for the harmon:satlon of. :ncentlves, which shouid be so dEVISed as to
: Enc]ude specia] arrangemen;s,to stimulate_the !ocation of industries in

- the Tess developed countries.

The Agreementrrecogniéed the fact fhat'pr?or to'May ]968, regional. .

-]governments nade ccntractua] agreements wn;h thlrd partles, extendlng

'.;protectlon to oartlcular products 1n the Dartlcular markets. .Such arrange4

mEnts were to be reg:sLered wrth the Carifta Seeretariat and excluded from

‘the trade Iiseratlon measures :n,the first instance. -

The emphasis of Carifta, therefore, was on trade liberalisation with

certain previsions_designed to protect the interest of the less developed

-countries.
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An examrnatlon of the trade data stiows that there has been some: N
_grcwth in |ntra reglonal trade.. Between 1067 and 1971 tatal intra; ;
wregtonai 1mp0rts rose from E. C $95 ntllion to an estlmated E.C. 3193
'_m|11ron rgpresentlngian average annual increase QF 19 per cent,,compéred

'with én average annual increase of 6 per cent beiﬁeénﬁ]éBO and 1967.

This;fradéllibera!iié#ion,:hcweVer, was more {n-favdur ofrihe HDC's -

f—than'tﬁé LDC{S;: Betwéen‘1957 and 1970, the-fotal CARIFTA tréde inqreaséd s

by;67 per ceﬁfiwithfthé HDCis share Qf the'tofai iacreas}na fromréj per 

- cent fo a9 per cant - contan|ng to- be more than tw:ce the share of the

LDC_s In addlflon the LDC 5 sharp of the lncreased trade rema;nnd hgayély

»7biésed tcwardS-:mports Ovnr the period rHe;r 1mpor£s lncreased by 55

per cent while exports lncrﬂased by On}y 19 per cent. . Their ratio of;

Imports o exports in 1970 was 6:1 compared with 4:1 in 1967, Eveni

w1th the gradua] phaszng out of barriers the LDC‘ rnav:ng a longer perlod
phase out than the MDC'S,'fhe gap in- reglonal trade sharas Wlthlﬂ CARIFTA

!ncreaSed 5ubstant1ally

' Data on intra-regional payments show- the same trend with receipts of
" the MDC's far outweighing payments.

it is thié'trend-whigh has1given'rise’to grumblings in some quarters
on the |ssue of benexth'and'cosfs of regional integration. As stated
: earlier, Encreased trade earnings for the MDC's was the logical development

of the mere freeing of trade.
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Tnls SILuat:on is not- un:que to. CARIFTA hGNeVPr, it has been
récognlsed_fn othgr'areas of econOmi; |ntegration’for example, in the
EurOpéén quﬁbmic;ééﬁmﬁnityfa,éimilarrptoﬂlem:égfétgd.; fhéﬁpreéﬁdent

of .the Commission in commenting on the situation, point out:

e ﬁannotrpreVeﬁt the érivéte'benef;ngresuitiﬁg from |
,'thejéémmdh_Harke; from beihg:detriSute& un§§ga}ly}'fJf
‘we tried to p::';ervent t_hris', we should be sﬁgging. it impt-_)é-sible-
'faf-ﬁhe;éﬁc fé acﬁie§é'i£srsqciai gndfeqéﬁomfc; as well as:

1politi¢er'goaj.”}

In the nast Afrlcan Cowmunlty a ulmi]ar prob]em almost brought about

' Vd;saster and the ccmp}ete collaose of the CowmunnLy between 1965 and 1966.

They averted the,dlsaster and attemotad to so!ve,the'basrc nroblem by the,
E Treaty for East Afrlcan Co~0perat;on in. 19672 In this treaty one'of the
'most important prov15|ons wWas the sett 1ng up of an cconomsc Consultatlve and -

Planning Cquncsl; sqmethfng in thernature of a supra*plannlng Mlnsstry.

_i. Sidney Je71 Trade Blocs and Cormron !ar{e*s - pp- 170-177
Constable and_Company le!ted, 1963. :

2. For details, see pp. 40-45



The prob]em oF dlstr.but:on of benefits assuwes EVen greater prOpOFLlOﬂS

- when the ‘reason. for ‘the 1ntegratton'rs viewed in terms oF trade benefits.

The dlspartttes wnjch usué]ly axist among develdping_cohhtriés make

it |nﬂv1table that trade beneflts Wl]] ten& to be bjased'ih Favour_ofrthé

- more deve]oped countrleg. “in the CARJFTA/FHRILOH aroa for'exaoplé; the
gcountrios;ootéredfroeltréde wuth:Jamaica:s gross domoSfjo'produoﬁ-a; over
_nine t?ﬁos tﬁottoF-Barbados- ond over eightrtimes-rhot;of éhé Eastern |

V.Caribbean taken as ‘a group 'Jaoaicé-aod'Trihidad and Tobago together
' accounted for over 80 per cent of - tota] area Gross Domestic Product
;r_(exc1udlng Bel&ze)' !f uuyana I: 1nc1uded witn these two, then together
"'they accountad for 90 per ‘cent of tne total in addltion these thrne
-  areas1wore reSponsibIerForﬁtheﬂbu}k ofriodustrfalﬂaotfyjty in the area,'
togeéher they-acoothod'%or“olose ro 100 per cént-ofrthejgross prodoctf
__gar?eratod f'thr'c;'u'gh mioi ng __'f'n "the.ér_oa,- and 95 per cent of -:i:hét:'-through- '

"~ menufacturing: Even in agriculture which.is the main economic activity in

the LDC', Guyaoo,oJaha[Cé_and Trinidad and Tobago accbuﬁted for 79 per cent o

*oF.area'agrico1;Qrai products. 1t scems therefore, that short of bringing
economic activity in the MDC's almost.to a halt, there was no way of

" preventing them capturing the bulk of the new trade and direct gains from

it, given their wider and more developed export bases.
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The prospect for smaII countries oufsnde 50me reglonal cowmunlty,

hpwéVe? does not seem bright worid trade and develOpwent do not favour

 deQélop|ng countrles least of a]l small'deveIOplng countrres. In addrt:on

'the smallness of tne mar<ets in devefoplng ncon0m|es renders ‘them |nadequate_

as lnd|V|dua] econonses to absorb levels of tnvestment and technology to a

'sufft;:ent extent tO'ngect'dlverSI::;at:on and_transformat|0n. Et seems,
_therefore, - that ‘in spite of the problems of'regidnafniategration,'It is .

~ the qniy'answar.n

Regional integration loocked at from the point of view of accelerated
deve lopmant pkésénts a.different pictare. -In fact-the_most:impqrtant”

consideration of the Carifta region is the path of investment with the goal

of accelerated:dévelopment.' As pell’ points out:

' ¥Thé main-pufﬁése of,a-éommon ma;két'fq?ré grbub oF,:

7 underaéve1pbedrcéﬂnt}ies i; £b'prcm6té'th¢ traﬁé%orhat%ﬁn
éf}the ét@ﬁomyiﬁhrough-iqdust%fél-déVe!ongnt; ;lﬁstead df,-
séekjng-gbiestéb]ish protegtipn for eaﬁh touhtry_in@iVidua]ly,
the tdea" rs to lntroduce rnfént indusfry gfétécfion on ar-

'r}agiohalrbasis,fsé as to take advantage of .economies of _: R

"scale and spécialisation.”

TH:s ooservat:on carta&nlv emohaSISes the need ror a negional

p]ann:ng body

An analy5|s of the contrrouL:on of CaruFta to the Lransformatnon

1-of the total ec0ncmy leads us to an evaluation of the extent to which trade

-created |nduced |ndustr|a1 :ntegration and Spec:al|sat|on

1 SldDEJ rell. OD cit.

2. See dntallJ on zast ‘Frlcam Communﬁ*g, page 45, and suggestlonsi.
for Caricom, _ Dage -
K- B B
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A look at sectorial contributions to area gross domestic product,

frtstr.lggesti's-?ithat within ﬁhé'first'three-YQérs:of Cari?fé_(lQéS - 1971)
risoﬁé'dégre¢ of:sé§tdralVsﬁfff 6c£urréd. ,Aghiqultufe dgcfined in-importaﬁcé-
'ngmili;huﬁer cent of;gfoSs dqmésfiérprodugt fé 10:0 péf:Eéﬁt; thie  , |
;ﬁanufactgrfﬁg:incrEééédiﬁrdm 13.9 pcr:céhtlto 15.2-p¢r>cénf. _Thé%E'wére.
,inc;ease§ afso;Tﬁ-thercgnttiﬁut?ons;éf Coﬁstfﬁctioh,'tfahsport and

' &igtfibutive'Eréﬁés;fénd'gOVernment}' For thérihdi@iﬁuaTrcbuntrigs, tﬁe

pattern was- similar; deciines in thé importance of agriculture were |

registered in all countries,ibeihgfés’high as 13.6 percentage points in.

-'°Bafbado$,én& 5.3 perccnfagerﬁoints in the Eastern Caribbeén_gfcup. 1Ekcept

in Guyana and Jamaica: where the bulk of resources released were apparently -

absorbed. in mining, rechannelling seemed to have been into manufacturing.

It5isfrec6gnisédithat a three-year periqd-and aréimp]e analysis do

‘not provide conclusive evidence to allow the establishment of a casual

relatfonsbip'betwaen'the_mdyements'bbSErved and the liberalisation of trade.
Hevertheless, it'dces‘suggést that-thcreiﬁas some'structural-transformatidn

within the region.

Apart'from'tradé,]iberaIiSeﬁion,:factqrs which:wou]drhaye influenced

investhenf'were those relating to the petroleum industry in Trinidad,I

- and clfmétic_cpndiffons'és well as worid demand factors relating fO.Z}

. agricui;dref In-the case bf the petroleum industry, intra-regional trade

. 1. Trinidad and Tobago saw a marked decline in on-land drilling and crude

production during this period, Proved on=land oil reserves were - .
deoclining. By the and of 1972, however, this trend was reverged -
-.with inereaded offghore drilling and funds. - - :
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has very little lnfluence on minrng actrvuty since |ntra reglonal ‘trade
in petroleum and petroleum products constrtutes only a small prOportlon
L 'of total output. ulth agrlculture, droughts bllateral'agreements withh

11_the metropolitan countries, and general world demand affect the more-l

'r,plnportant agrlcultural products to a large extent

lt'haeloeep ehowp:thetlthere was e'suhetantlal increase in manufactur-
7|ng actuv:ty in the reglon as a Qhole; Again; any disdqseion onrthe-
d[strlbutlon element of- |nte§ratlon'bringé;into Focus'the-tendenoy for the"j
more-deyelopedpeountries to receive greeter-beneflte. Up_to lQ?l; the bulk
of mahofacturlpgraotitltf_and geﬁerated'ioVestmeht-coptinued to be located
rlq the:morefdepeloped coontrlee;'whioh:together eceooeted tor over_90'perr
lcent otrmaoofactUrlng outpoti In-terms of the flewﬁot induced-ihvestmentr
|nto lndustrial actlv:ty, reg;onal |ntegrat:on poses the problem of how
_to lntegrate 1ndu5tr:al actrv:ty N:tHln the reglon and at the same tlme
ensura the emergence of*a;modere industrialrsector in the slower-growing

‘areas.

| ”lp reletlonrto oarket forcee, the'two aimspare-opposed'to'each otherf
'With;tpe llberelleatioolof-trade the lnduceoent of lndostrlellintegratlon
and specialisatlohriereutomatlo . The search For greater profxtablllty,
however, tends fo lead lnvestore to the more- developed areas where .aC|l;t|es

—of :nFra structure and narket size are POFE Favouraole.



. 25 -

,- IHSTITUT IONAL DEVELOPHENTS WITHIN CARIFTA/CARICON
- AIMED AT tFFECT!NG A RECHAﬂiELLiHG OF IMVESTHENT -
Realisipg phat the pece ef the ]ess deveieped;eqqntfiesf ihdustrief_
——deveioppent Was seVerely Jim?ted'by'the ekistfng,jpadequape’Enfra*structﬁre,
 _1 e,_roads, poOrts, factory sne]ls banks, agrrcu}tural stat;ons, the Car:obean
- governments estanl|shed the Caribbean Development nank wtth the’ express purpose
of prOV|d1ng credit faC|Ilt|es to aid in the developwent of” the recessary infra-
-structure particularly in the LDC' ..

In the agreement establishlng the FarlhbeanrDevelopwent Bank its:main
-:-purpose was descrloed as - belng "to contrrbute to the harronrous econom:c growtp'
~and development of. the member countrses in the Caribbean and to assist economtc_f'
co-operatlon and_lntegretlon amongifhem,rnaylng_speC|al and urgent regerd tof-
"the,needS'pf phe jess-deveioped members:df,the region“.ir ) | |
| }n,formulapfng.fherfehding po]fcies ef-tHe_ﬁafiebeen-bevelcpment Bank,
priority wasigfpen to_Tnvestmentslip_agricuftyfe?ifipesto;ks,Vfisperfes} papu-
_ 7fecture; minipg; tourism,_trenSportation andrfhe,infra—structure Eeleted:to'the
‘ devefppmept,of'fhese-seCtors of the ecopomy. : ' |

Hcﬁefef in the period-1970—]073, the Cefipbeenrﬁeyelepment'Benk fef!eq
to dusburse thn necessary runds (ln suf icient quentifyj'te facilitate the
kind- of structural transformat;on.lnrphe economles of the less- dnve!oped coun-.
tr4e5 that:would attract Sﬂall apd medlum-s;ee Industrles. Qut af a total Toan
ccmmttment of US $44 2 mJIl;on in tHe period 197l-l°73,,the bank dlsbursed only
us $2 3 million Athh represented S U per cent of totai Ioan commitment. it"
was grat:fying to note that a!l dtsbursements made as at December 3I 1973 were.
in reSpect of loans to the !ess deVe]oped terr:tories and rapresented some
40 per cent;of ehe va]ue of,loan agreewents Of tHe total loan- commi tment to_

'the'LDC's,'howeyer only 7.0 per cent has been d1sbursed
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‘Loan Commitment. and Disbursement

':(2);-’ R (3) L [C B 7
Mo, of Loans - Loan Lomm:fment Disbursement -4 as % of 3
2] 5 7.2 AL e
S35 . 516.8 $0.5m. 3.0
5 | $20.2 $1.8m, 85
1o - §hk.2 $2.3m. 5.2

Carlobean Oevelopnent Pank - Annual Renort-for.yeé%s, a7y, 1972
and 1”73 S : : '

. '_ S " Total Loan Commi timent of Bank -
- . ’ _As at December 31, 1873 -

',dndinary Capital Resources

: L 7' o - (excluding Guarantee) . S $22. hm,
: - -Special Development Fund %19, 5m,
-VAngcﬁPfura] Fund 7§'2;3m.7-

VZSOURCE;l CafibbeanrDeveiopment Sank;-Annunf Repdrt,-?973;;

) Througnnut:the-peridﬁ bF 1071-1073,-£he Sankicdncént}ated Pts lban7cnmnit-
:ment in such prtorfuy sactors as angCJlkure; narkat.ng, Frvestock and processlngr
. ;;n kaapsng nttn its. funct:on to give Lhe .e<s devq:oped tﬂrrltorles snec;al

-conSIderatlpn,"
: waever,.En_tHe,arén_of nénufénturjné;tne disbursemént:by the Sank:nas ndt
%' ver? nétfsfactory;'-In'ff5'nnnunT'réport'o% 1972, tHe Bank pOInted out that its
- 1flend|nq performance |nrthis sector was - severalyllmlted due to-a 13c&_of :nfonﬁation
_nn worth-wnlln tndusnr:al‘prOJents uhfch would warrant *hé Eind b% inyéntment the
_Banﬁ-wns prepared-go underLake. As a .esn‘t the Bank .éiLéd,;olmakg—any toan
o dlrently to a mannfactqrrng flrm in }972t_rEeEther-did ié'take any injti;ting'td
‘foomété—snch entenprisés becausé,it'ﬁan naiting,on fhé féportﬁofrtherEconomin'
-1qfeliigen§erdnitidn.{nanstriés nuitablgrfqn estabiishmnnt3in tng Tess'devé!nped

territories. ‘The. 3ank rece{véd this cbmm{ssioned repdrt only in September 1973.°
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~To qhdgfstahdfwhy the Caribbean Deveippﬁeht Sank'haS'ﬁotibeen}more _

venturesome in its operations, one must refer to the Charter setting up

thiSfinStftution,:SPediFically Articles 13 éndVIE{

PRER

:Articlé'jj fornéxample pfohibits’the 2ank ffom'invgsiing-in équity7capifalr
'-whfch is,sb bad]y,ﬁéeded by fledgling énterpriées while Article 15 Binds the -

Bank to invest in projeéﬁs Wchhfaterséiffiquidatiﬁgrf:,"'
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Unltke 1ts counterparts as the horld 3ank and development banks in— f

Latrn Amersca As:a and Africa, the Carlobean Deve]ooment gank is bound by its

'Charter to’ lend to. prtvate enterprrs:s wuthou; Covarnmunt guarantees‘ ThiS means
'that thn tnst:tut:on IS llab]e to ;uffer neav:er Tosses rrom defaults and must.

_carry larger reserves whlch in turn have to cowe from earning a hlgher prof;t ratio.

_With such constraynts the 3ank must ad pt an extreme]y caut:ous approach

 ;n 1ts lendlna pollcy, e. g :t w=il not parttcapate unless a pro;ect when evalu-

ated shows that t fou}d yteld econormic benefits substantra]ly in excess of costs

when accouht.is also,taken of ind;rect benefits inciuding cost savings and the

emp]oyment of resources whlch would otherW|se be underuttlssed “As a result,
one finds that- durlng 1972 the'bank dld not.extend a,ioan'fOr a manufacturing

prolect and wWas on]y ao]e to ana]yse rour fL) manufacturing nro;ects for WhiCh )

'loan appl:catlons were made durlng ]973

“In its 1972 and 1973 An1ual Recorts, the Rank Was able to nagh!ight sev»ral
frnanCJaT problpms connectvd with developmenL in nanuracturlng ‘and DroceSSJng
sectors. Thcy were: ;_-' |
| (i}'f-rtne 1nabilrty of aDpiicants for d;rnct 1oéns in Lhe manufac-:

| turing se;tor_;o prpVJdg_adequaté securlties; )

,(fi)';_tﬁ; }a#k_o%;ejtrépfeneurs andrentrepreneurial';kills_in thg '
:1e55F&evé}opéd-c&ﬁntfieéi_t o -
_(ETIJ :mogt of thé;IQESﬁdéveldpeﬁ'qount;iéé-had;no.reéérVes and wefé
. ”nof'evenfﬁ#laﬁﬁing tﬁéif fecurfent bﬁdéefs;-whith means thaﬁf—
it would be éxtreméiy émBakEaSSIng'tQ caf?rdn?thém £0-ﬁonouf'=
:'tﬁe:r guaraﬁtee 1T Lhe need arvses,- |

(iv)_rrthe 1ack of proper agenc1as “and skilled admln;strat1ve staff

ln_theiles§rdeve!opeq countries:tc adm{nistef loans efficrently; and

(v)_:,_pUbiic-enFérﬁrisas'in #he ¥ess*deyélopgditef%iéories weré véry:- |

xbad}yrun énaiwefe 1n dirsjnééd'of thé fihanc}al7and,admihistra-__'-

tive expérfﬁse:which every bénk loan brings_with it. -
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Consequently, the Carlbbean Development Bank - concentrated its lendlng to |
:terrrtor:al development corporat:onsforlendtng to snall 1ndustr1es, and the- |
ZDUllding of wor&snops for leasnng to sma]l ou51nesses.p it has also glven;loane'“
'to bunld |ndustr|al estates for ;ea5|ng atVSUbSIdlsed rents, e. gr St. Lucia in
December 1972 | - o
re snould be noted that fledgllng enterprl es experlence cons:derable
difflcult:es in raising equ:tv and SeCUFILY for loan caeltal at the same ttme
7-And in the absence of a developea share market (Call Exchange or Stock Exchange)
Z selllng of shares of an. untrled bu51ness enterprise could be an lnsurwountable
problem In the less developed countr|es. The equ1ty constraint on-the Bank :
' therefore, has. been one of the naln reeeons why it hes been unanle to get 1any
prOJects off the ground once th ey Nere identifled 1 | .
The Carlbbean DeveIOpment Bank is-a Benk of last . resort [Artdcle 15(d) and
, herefore must not lend Toney for . purooses for wn|ch money could be obtained from
7 other-sources. Therefore, it does not lend noney for working capital, since it
belleves that tne commerC|al banks can per.orm *hla runct:on adequately lts
,specuallty IS long term lendlno with ravoureble perlods oF amortisatron.
- The uank muet-atqall times;act in accordance.with' 'sound development'henk-

:xng prlnc1ples and:therefore'hes eilong llst-oftreouirements which'thevborrower-r
must comoly Nlth before he is ellgible for a loan; €, g- to borraw for a develoP—
'_ment prOJect the borrower must establ|sh beyond doubt that the proceeds will be
tused to raise the. Natlonal lncome, whether by - increa5|ng the use of flxed caprtal

r bv tntrodUC|ng-new technology,'and should the proposal rerl to meet the - least
of these reqU|rements it is not eltgibl The authorrties in the less developed
;countrles (development banks and the lndustrial Development Corporatlon) now
Viareallse that an. |nvestwent proposal wlll not be ellglble unless, when dirtect and
1nd!rect beneflte_and costs are all lncludea it wull yleld at least Orper centg_

‘since capital le_scarc in the less~ developed countrles

! see page 23,
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Conseouently,'nefflnd fhat:lending'bn tnertafibbeaanenk foriagrlcultune
-has been conflned to prOJECtS :nvolv;ng aodl |onal flxed caoltal or- new techno]ogy
and not to any agrlcultural projects. whlch merely exoands the area under rultlva-
-:tlon w:thout'rnvolvlng new methods tnet WIll raise productlvrtyi And since mosf
-farmers in the less developed cour;rles are not skilled 1n new technology, lt
left to tne Lechnlcal staff of the Car|bbear Developnent Bank to nake detalled |
'-'farm plansxwhlcn IS'tlme-consuming and_costly. |
. Has the Carlboean Developnent 3ank Fa|leo and isr“here a need for
- the Car|bbean Investment Corporation?
Recogn]slng*the obvioos llnlcatlons oF'the.Carlbbeen-ﬁeqeloomentrdank ln
“-facillteting che reoidﬂeconomicrtfansfonmetion of the less-develOped countrles
;:economles,itherregionel gdeernnente moyed-in'Aofil l373 (between;tne_9th-and.l2th .
at the-signing of-theVCheguaramae:Agreenenc)rto:fofthen:deepenland widen the
-ncegratlon process in the region by ‘setting dp,the;Cacibbean Investment
Corporatlon (on June l l973) The Corporatton’ls exoecced'todtake the lnitla-rr
t:ve in |ndustr|al development in the less develop d'coontrieé. Howeyec, when-;
,Qne exeminesrthe operetlng prinCiples of the Corporatjon;-tnere appears to be .
}eomeistfl#ing slﬁlléritleerto'thoSe of fne-Carlboeen_DeveIOpmenc:Bank which makes
- one WonderewhetnenfthefCorooretion nould-do-the jobnbectenfthan;che,Carlbbeanr'f\r
Develonment' -Sank.- For exampl e -Ar'ticle- 1) (E i.) of th-e Charter of the Corporation
etetes 'in the perlormance of ItS Functions twe torooratlon :hall invest-in,oro- |
‘Jects.whlch'are_flnanclally vnable;xdue regards belng paldrto two other impofcant
crlcecie;r | | - . | |
”(a) the'abilityrofrcnerprojecte_ln'whichfit lnyests-to p}ométe further
lndustnlal and econonic developnen£'ln'tne;economy of:the.less—
developed countries concerned and o |
(b) the creatlon of employment opocrtunltles in the less developed

countries concerned.
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Tnls .mp]:es that the C ribb ean !nvastment uor;oration] would have to

_duollcate a Io of thé.wofk*a}ready done by The Cari Eb n Development BanX ard

undertame tfme cor 7,9 Feas tudy fo ascertaiﬁ,that:én? investment

—
—
. l"!'
1)
[x]

undertakenfi t;e iess dave]apéd_ccuntfies_will meet thése requirements.
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The Ca.:bbe~n-§nvés“rant Corperation has an mufhc ise d share capital ol

= E.C 315 O miliion but anly £.8, 35 millicn worth of shares'weré to be issuad ln
he first five vears «f tie (- noration’'s opsration.

The issued siars capital of the Corporation is to e distributed betwesn

o
jus
B
©
-
[
rr

the public sector - 60 per cent and ¢ sactor - 40 per cent, The

authorised capitai stosk =¥ the Corporation wii) be divided into 150,000 shares -
with a par valus ef E.C. %'““ cagh and will be aveiishlc for subscripticn by
- members in zccordance with the provisions of Articia © of the Agresment,

-Conceptuaily, ¢he progosed participatien by ihe Cliporation in the estaz-

e
o
i
Vi
.

]ishmenf of .wiadla inmeustriz:z in the less-davaicoed :Duhtrias 1mpi es t?a' n
already exist capital markets in the arec of the Common Market.
Actunli,,'.sc:litYEJ for share trading exis% oniy in Trinidad and Tekago

coal in tha of ordur it seems that

Corporation hones o raise most of its equity casical in the less develeped:

- countries whrcn Wﬂﬂ‘d ragquire rhe ‘settiag up of a Call Exchange in that ered o

the Common Market for the marksting of shares. -Such aciticn wouid increase tso
'timerlag,betwean act"slEy,identif??rg'prsjects, raising of zopital and .effectin
.such -Industrial dev °109m,;t; 1: saskz howaver thet this function could very wzl

" .be performed by tha Lnfiﬁbaa..aevaiépxﬁnt':a-k i tha ragional heads of gover

J-.

L8 Chartar.  The Caribbean Investr:ﬂt

"ment decide ta- cha gz Airticle 13 ¢
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Corporation miynt be vary necassary uH n ona snalyss

the industrial develogmant it has been creatad for.in = shorter time than fno

) - For more detai! studv of the Charter of tha Caribbesn IAvesiment Corporation,
refer to the Agreemznt astablishing th2 o goration {a Community Secrntar at
publlratlo } en tac hqujaram s Agreement, April &-12, 1973.
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other Alternet-irves - Sp:eCEa-} F.und :
| At the meetlng oF the Board oerovernors of tnerCarlbbean Development Bank
in Granada (Hey 1973),the Hinister of F:nence (Tr1n|dad and Tobago; proposed
that ar“Specla] Fund wltnln the Carlbbean Deve]opment bank“ be set up whlch
should be used to assrst the less devefoped states.. His proposa} is that the
Fund anou}a be operated by the Car|boean Development Bank w;th minimim of res-:
_trictions whlcn implles tnat the Carlbhean Development ,ank should ease
r-;conSuderah!; |ts long list of reqU|rements.ﬁ The'CarLbbean Development Bank, it
is proposed, should take the initiative .in maklng overtures to Frlendly countrles
,who were rnterested in aSSrstrng Caribbean deve}ooment In the meantzme; the |
_ Trinldad and: Tobago Government relterated on ﬂay IO ]974;.ite millingnessrto
make a substantial contrlbutlon to the Fund o |
Altnoughjthere_rs 50 very ]tttle |nformation ontthermechanies of:thjs
, proposed Speotej'Fund,-the'general concensus seeme'to'be.to use it:for twio
purpoées,;namely:rrr;_rr | | |
r'f(i) fto-giueideVelopment programmerﬁoans tohthe,less developed-h:
hstates on-a conceSSionaI ba5|s aﬁd"
-(ii)i to perm:t the less- deVeIOped states to borfow from the Funa
: whatever counterpart funds are needed,to meet_crxterla'set'
down for the Cer:bbeen Deve]opment Daht.' |
The-ﬁznlster of anance of the- Tr:ridad and Tobago Government suggested
. at that meet:no that on- g01ng pro;ects should oe glven prlorlty, i.e those
proJeets not yet etarted as well as new orOJects should qua]ufy for support
from the Spec:al Fund 7 -
'Suchaetions,‘ the 'Trinidad:and Tobado f4ini£eter of Finance stated, should
serve:to rnmo?e-the tOQ-jam on the execution of Severai projecte;-eurrently
_ epproved but which have not yet got off the ground because of the lack of the

requ:red counteroart Funds In this way, the Hlnister, went on, the less
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1deve]oped states would be able to make mora obvaous use 0:7the Caribbean

-Development Bank‘ resourees andrflnance the|rrgeneralrdevelopment efforts.
:_The ultlmate aim of the scheme is to deveiop addltlonal soft Funds of a
:-ndifferent nature ln the Carlbbean nevelopment Bank for-lendlng te the less a

'developed states to ass;st tHem to part:ally malntann thelr |mport capaclty

for goods From more. developed COUHtFlES and accelerate the:r deveIOpment

The present 1nit;at|ves to flnd a way ta utllzse the Carlabean Development

,'Bank's resources cuuld be commended if other steps were. taken to cHange tne
"Charter of the Bank to make it the main vehicle to rechannel investment in the
region. iUnfortunate]y, no such actions have been taken wnieh leaves one with

rthe;impression thatfthe%Speeial Fund*isfshopt-terﬁ in nature and would Be,

totelly'dependent'?pr its SUDply of money'on stete qevernmenfs presumably with

-comnortable budget surpluses, e. g. Trinidad and Tobago and Venezuela. wh:ch
-rseem to have a specnal |nterest in the developmen; of the less developed s;ates.
What contlnues to be left unanswered in these moves |s the ab|l|ty of the o

' ,less developed countrles to Flnance such development when the Carlpbean

Development Bank has repeatedly c:ted cases of ‘some - less-developed countries

;beang unable to even balance thetr recarrent budgets let alone bunld up

requ:red reserves to service Lhese loans

' What is also left unanswered is whether the. reglcﬂal heads of qovernment

are wllling to allow the;less-develpped countries to rUn_substantual budget

defiéits to effect therindusfrla! and'infra‘st%uctUral.development in their

V'economles, and whether to flnance such def|c:ts these governments are’ prepared

“to give substantial grants-fn aid to theless developed countries.



SOME EXPERIENCES [N OTHER AREAS

WE turn now to an evaluat:on of practlca} attempts at affect:ng the
f'rechanneiltng of |nvestmert in three areas, of reglonal 1ntegratlon among

developing ECOHOm}ES"HLatln Hmeri;ag,Central_Amer:ca,and Afrlca:

- Latin hmeriéa freé:Trade Area

-The'd{sﬁéfity inh}evels'OF,ecohomié,deyéiogﬁeht émohg the mgmbers}qf.
hthefLatin'AméfiéanhFhéérTrédE;Aréa;is marked tara;po}nt whera teré'distinci_.
1sub;divi§ions:cénxheJobsérvédfin”Aréehfiné,_B}azil and Mexico, relétivéiy
__ihéhstfiél'gjéhtégra mfddle group of Chile, Cpi;mb{é_and-Venezué]é;;and_
,éoliﬁié,Ecuadar-éhd'Pareguay at the'lcweﬁt_JeveI oF'deﬁeidpment} There is -
nordOUbt'tha; the-sourﬁerbf-;he majdr'prohlem faced Sy LAFfA, rests in this:
-fact - invdlving-rhé-ecénomfc relétiods-among theSehthfee sub—grdups within
the reglon. The two Iesser groups clalned with some vaI;dity that their
rbenef:ts from 1ntegrat|on were rlnlma! and in essence were becomang more.
- and- more JUSt outIets for the “lnduerlaI surpius of the brg three

SUbSIdJZ!HQ thEFF PrOdUCtlon and furtner jndustrlai deve!opnent i L

“The Treaty of MonteV|deo which brought LAFTA |nto bE|ng in 1960 L
céncerned rtsel. marnly w;th a qystem of gradual reroval of tariff barriers
rwathjnrthE'arga;_ [t was much IE$S'SpechfIC {n-re]at;on tornon—commergta!
co*operaffch, making a fleéting_commitment to Hbool theif_efforts;to achieve -
the progréss}vé,chmp]ehehﬁarity and fnfegration.;hf their eéonomiesron,the
‘basis bffahréffeétive_réprocify of be-a-n\é_-rﬂrt:s.‘rI | |

In ;peCirac reiatlon to the plight of the Iesser daveioped areas the

Treaty |denttfied ‘lve basic pollcy proposals —f:

'],f,WEthIn fhergenerai,preféfentjal éys;em,,thé”LDC‘waere
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‘allowed to receive special concessions from other
members in.order to !'encourage the introduction-or

expansion of specific productive activities'.

2. . The removai,o?'intra‘fegionai trade restrictions was
- given a longer phase out period than for the more .dev-

eloped areas.- -

7-3,_:Thgy Wére-éliowed to take steps to correct unfavourable -
' ba]ancérb?;payments'beyond thel?ihifétions'of such

-po}icfasrset.aowh,fof the;genérai_membgrship.'.'

jk;.TheLDC:s-wsfe-allchdt-iH éreés of_prodyt?%oﬁ that are
'.éf'vfta1'fﬁ§§rtéq¢erfo fhéir ecohbmiérdéweIOpment,-t§ 
:mainfafnfbfiépply,hon-discrfmiﬁatory-meaSures to protect
itﬁeff'domestiq pfpduéﬁion. .
'S.Q;C;mhitméﬁt_was madg for fegionalﬁérrénge&éﬁgs to.ébtaiﬁ
-_éssistanCe_férfthé-LDC‘s:(financial and'féchnfcai) from
both3fﬁfefnal an§:éxternai'sourées};td.sﬁimuléte their

“industrial devglopmeht:

The Treaty wade provisions for two regional institutions to cordihate,_

~ the integration pProcess *-tHe'Conference of Cbntracting'Parties which con-

stituted the sUpfeme'organ and the Standing ExeCutivefCommittee_to give’

ongoing gupervisibn;of,the_imp]éméntation of the Treaty'prdvisions.

: ,The;Standﬁhg Executive-Committeg,nhoweverq_conCErned itself only with

: what.fkom the outset was highlighféd as the kéyffactof in integration - trade

'ccmaltments'vf{hg,]iberalizatidn'of'intra—regioﬁal;trade;"The Commi ttee was
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neve? given thelpolltlcal aufhorlty'to eake the necessary declsions_to"

-tmplewent the non- comnerCLal cornltﬁents of the Treaty he recogn:?aon

f thls fatlure led LO tbe ebortive atLempt to set up lnstltutlon< ataa

higher level of authorlty - the CounCIl oF anlsLnrs and the Conference

_of.Amerlcan Presndentsrwhose call for,a'sommon=ﬁarket Was put ‘aside. The
'rundamental problem that nyratgenpts to ESL&blISh such inst itdtlohs feced
'Q'was the lnab;llty o Chlp of f the strong natronal:st outlook that saddled
'the 1ntegret:on process ;frOm its verv outset.‘ far example development
iof |ntra reg:onal trade hxnged upcn Latin Arerlcan suppl;ers-belng able to '
meet-compet ve-prlces from tled countries - a pos:t:on Lhat contrlbuted
frto the cease an growth of intra reg:onal trade aFter only seven )ears of
LAFTA's ex:steoce at the same time that Lrade wnLh the rest of the world
: showed sdbstantial |ncreeses., Furtﬁer it was clear Lhat the more developed
rerees;plaeed psioeity on theif-domestio |oterescs and CbJBCthES'OVEF regional
'co*operation. The fact IS tnat glven their already hlgn levels of develop-
',_ﬁenu; the!r trade. wrth othe. LAFlA COUHLFIES-WBS too small a proportion of
-thelr total trade to encourage thelr de5|re to partlclpate.fully in
'aerangeneots where Lhey will necessar l) have ta glve Jntlateral concessions
“to the lesser developed areas it is pre tsely the lallure'or these more
rdeveloped areas;to subject natlonele|nterests;inafayouriof eo-ordloa;ed,,"
'_reglooal'deeelopEent tdat,led:io‘disinteofetloo offrelationships,to the
pornt where the lesser develooed areas .orred an Andean commor narket wlthln
LAFTA (Columb:a, Ecuador Peru, Bollvie Chtle and Venezuela partielpatlng
iln the settlng up del:beratlons), witﬁrthe Jntentlon o?:oovlng much-ﬁor;her
rand Faster along,fhe?road-to lntearatloo_than LAFTA was-orepered-to go.
';An Andean DeveloprenL Corporatton was set up ;o carry ou; Jornt devy elopwent

_ prOJects.f
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_The'exberiences:6f-LAFTA aemohstratés, that Qhereas‘}egionaljfréde

Iibefél?iatién:Witﬁ a,speéial system cf;iﬁcentives'tdrdirect:both foreignr
-;and loca! lnvestrent to the 1esser developed countf:es is a necessary.
cond}tion for proper ana more equa]ly shared reg:onal aevelonment it fs
'Ehot a sufftc:ent one. wnat is clearly lackinq,ls a,direct attempt to
"-”promote |nvestnent and technzcal ass:stance speC|f|cally des19ned to

. correct exlst:ng and future d{sparltres._ Aﬁ-dISCUSSEd berore, this
nec&ésitateé the:kihd bf'régiénéiﬁinsfitution that is polltxca}ly capab!e

Vrof deC|d|ng upon and |nplanentrng the necessary neasures.

in corparing Latln Amerlcan integratlon w1th the ufépean Common . -
}Harket wh;ch grew out of attempts torovercome polttlca] natlonailsm rfhe '
Econcmlst Intelllgence Un;t in |ts Quarterly ECOHOHIC Review punl:caulon r
rstéted that ”The Latxn Amer:can Common Harkat nay be - st;ll born because
rthe econonrc Ioglc of such a Heldzng cannot preva|1 aaalnst po!ltlcal
nationallsm. ]; | )
rCéﬁfréermericén_Ccmﬁbn ﬁa;két
Even prlor tO'Lhe formal establlshm,nt of Lhe Centra] Amerlcan Cowmon
“Market (General Treaty at Managua 1960) reglonal co~operation was at_q
 hIgh tevel. From as_early a§7]95]*tﬁartgnffgl Aﬁe%icanlcomﬁittée for -
Econgmlgfco;dpéfatiﬁn'Was astablishad fb 5tpay and dirébt.thg mb#émentfto%
-;Vwéfds fégibhal*iﬁgegfatioH; iCACM SCands'uﬁique amoﬁg ?ﬁtggrafion'p(ogrammes
S in HaV|ng such an extens}ve pertod of ﬁreparatlon —For:close fb ardecéde'
- ‘aftnr its establlshment LhE Commlttee concerned rtself wuth ‘the preparation
'and,elaoqratjon of;- pattern§ cf'co—operatlon_ln compartmgntaljzed areas,

,j. Tha Bconomigt Tntellzaarce Init, @.E.R. Spacial No. 1 - The Crisig in
Latin american Integration, Londoh, 1998 - T
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of issue.. }n'additiOn toelntra~regional Free'trade and a cormon external

terlff the comnlttee con5|dered other areas ef co-operatlon, e.g., inte- -

grat:on of :ndustrlal deve!opment, ugrlcuiture livestock and fisheries as
a Spec1a1 area of_concerr; development ofrregional {nfreétructure; the
sczial aspects, including the effect of regional free trade on government

- . 1
-revenues,

'-Qutof.the-Comm#ttee's-work_evolved_a series Qf.tfeatgestdesigned tq”
ineegratei&eveiepmenf Tn Specific'areasp_ The'first ofttﬁese a Mul€ilatéral
tTreaty on Free Trade prov:ded for ‘the JWmedlate removal of ail-restrrctsons
on lntra-reglonal trade of about two hundred conmodlt;es and for rurther
agreements to eddrnew'commod;ties and estabtlsh:e-common externa] tarlFf,
'-_ QitH fhe.eim'ef_aéhieviné eqstems union status'withih ten yeers. The -
1fmpoftan£j35pec£ offthis:tfeafy hcwever, was that the cénmoditfesacited
_ wereico%moeities‘nef yet being-ereduceq,witeie the region. ffn_other werdé;
uhlikejfhe:Tfeetygef ﬁon:evideo'(LAfTﬁ) the'eim ﬁfom-ghe outstart was - to
,encouregerthe deyelopmeet ef new'rather thenreemeetitéon_among existing -
er?fnéus;rieg,{to,theeereducfs.bfrﬁhich Qes epplfedje_mefe‘gradual,]iberajiéation

process.

The seeond OT these treauies SJened Qas tee Agreewent on the Regime
';For Centrel Hmerlcan |ntegret10n lndusfrles wnth the SpECIflC objectives
'1to setﬁqp:whetrweS“called_integrat:on rneustr:esz in order to,”eﬂc¢ur698
_end efomoterfhe eetablishmeﬁt of’new‘iﬁeustfies and fhe sPecia]izetion'and
expansion of existine;iﬁduefriee Qf%hin fherfraﬁeﬂokk of Ceht;al Ame rican
i, See Dez A Laﬁn'mrencgr COémoﬁ Harket. p. 52, |

2. Tntegwatzon zndustrzes are defined as those whose mzrzmum scale fbr
.-efficzﬂnt opera+zon requzres the wider vagzonal nurket ‘
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‘economi ¢ integration and -- on a,reeiprocal_and equitable basis in order
7 thet gach and every Central American State may progressively derive economic
'advantageé“.l' The Jreauy lald out the crlLerla and cond|t|ons under which

'such |rdLstrles can be Set up, but more |wporuantly Itprgv|ded For dlrect

rntervention in the-]ocational dlStrIGUthﬂ of tHese new'industries to the

pOlnt where the agreewent states -- ”In order fo promo;e an equ:table

C|str|but:on of the Central Arﬂriccn Indu:tr:al lntegratlon piants,'the_

contracting coUntries states shal] not award a”second plant to anyrone

'country until, ail of the five Centra] A_eflfar couﬂtrles nave each been

assrgned a p]ant,~-72

-By J959 e third agreement had come into-befng, the Cedtral Ameriean;.
Agreerent on. the Equa]n;atron of Import Dutles and cHarges tHat Ia;a the

bas:s for setulng up a reglonal nnporL tari:f and the equallzatlor of " Irport

£

'dutles.and charges w:thln five. years. -

!t is in the background of dﬂveiopment of these spec: ic erees of

o eo—dpEFation that the General Treaty of ,960 .|1ally esrablrsned the Central'

American Common Market. The General Treaty ratified tie existing areas of

agreement and set Up the necessary regional institutions to make regional.

integration e,reality. An Ecoromic-Council, made Up of Hinisters of Economic -
Affairs was sethp; o supervnse the |nLegraLron of the ECOHOMiE: and
co- ord:nate the dlfferent econcm|c rollcues the appIJCat:on and'admlnis-

“tration of the Treat} proposals was put in the hands of .a representatlve

Executlve CounC|l and a SecreLaruat was establtshed dn appointment by the

Economlc CounC|1 By far the most i ortant regional Jnstltutton set up by
1. greemanv on the E@atre jor Cbntral awerzcan iwuegranon Iﬁdustrzes -
Article I 1, Agreement appendized to Dell, in dmerican Common Market p. 270,

2. Agreement on thé Regime jor Central'Americanrintegravtun Iﬁdusvrtes ——T?ans—

itional Article, Appendized to Dell,-A Latin Amertcan Common Market. - p.275.-



- 4o ' -'

" the Treety was the Central Amerlcan éar; For Econamic lntegratron deSIgned

" to functron 35 an |nstrurert for the f;nancrng and pronotlon of ar
regxonally-balenced ;ntegrated economzc growth“. Buult into the Bank s;;

charter is Lhe recognrt:on that 1ndustrra1 integratton produced and at the

~ same ttme depended upon lncreesee in exchenges of.persons, goods, eerV|ces?
correspondence .communlcatione and.eneng“- end-thatfthe,nain oroblem of |
;ndustrial devefopﬂere, espeC|aIIy in the. leeser developed areas, was the -
lack of prOper tnfrastructural deve}opwent whlch IS pre-requ:s:te to the

'ynducemenc of prEVate :nvestment HTLhough a greet deal of :ts funds ‘has

1gone.fncofeupport or 1rduer:al pfo;ects ltS main ObJECthe is the f:nanc:ng'

;:of |nfrastructur° developmert. W1th1n nine. years of the Benk's operatlon |

dfsbursenerts had to;ajled §159_m:11|on, flfty per cent of whsch had gone to

,theilesser deveIoped areee'oF,Honduras and ﬂlcaragua..

- The :nportanc besrc leatures-of the Central hmerlcan Bank is that the
-S'N:deness or |ts charter not on]y enabled it to promote inFrastructure dev-r
"celopﬁent,_but a]so by Jte_lnvolvement in :ndustrral actly;ty to keep;in .
id close touch with end'generate Fcrtner-aCtivities of priyate'encerprise;

" Further it’ I's. abte to keep in tune wutH Lnejooefations of ‘the nonetaP;

'sectors of-each of tHe member countrles - ics Boerdrof Govecnors ih¢IUde§,7
"'at the Pressdents of Lhe Lentra] Barks of the fTQe codntriesc"its ebilityf
torgenerate.a wyde'rangeror }unde further_rndoced tne:ﬁill-ofrthe memoere

to integrate,

There is noédoubt'that the progrenme has genecatedrstridee in the

feconomic oerfofmanceaofﬁthe-area. ay 1964 industria]‘oroduction contrihuted

55 per cent of §ross. domestic product as. compared with 9 per cent in ]050;

711. P% Liipe C.- Schmeuter, Ceﬂtral American I%tearattor SpLZZ—Over szll—
Avound or Encapsulation? in Journal of Common Mbr?et Studtes,
_ Sept. 1970. IX, ﬁ?-,l-' p- 14
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:;Greater str:des were seen in the growth of intra- reglona] trade. B&;ISSQ
such trade had grown to $95 millaon constltutlng aver 14 per cent-of’fdtal
‘trade as compared w:th $8 3 w:!l:on in ]950 - 3 per cent of tota] Between-

'1956 and 1964 the average qnnuai rate of growth of nntra regnona] Lrade o

~was over 25 per cent.?':

Developwﬁnts in the ]ocatton of ”lntegratlon lndustrles” have bcen-

'_much slower for basucaily two. reasons:

(1} the re?uc;ance ofrbotn natlona! and :nternattonal lending
i fagen§ses (sPethtcal}y of Lhﬂ Uni ted Statﬂs) to support the
:-ﬁfbgfamme_on.the bas;s that the ;onsc;ous 1nterrerence wsth o
-the mérkét{FﬁrEes-wii]'pradﬁce ]ess'thanropti@ﬁm.locaﬁioq
- of induétf&; that it ﬁoﬁld éﬂéoﬁrége ﬁongpqu and discograge-
" _5ha1]‘%ﬁdQétf?es-geéred tdwards.qua] marketé.-
(2):'?nab§1}ty-£drfind thé pn&péf traderoffrbétw§en pofifica]randi':

~economic consideration in making location decisions.

‘rlt-is CIéar th;t5fhat CAC@'isrﬁdre 6f a sdccess storyriﬁén LAFTA. ,The_
':gestatton Deriod prior to the uehefaf'f}eaty'énab}edfthe'awacéneés Qf the. -
-'fundamental prob]ems Faced by rggiénai fntégratiéﬁ andrthefefofe cOnSCiou;

' attempts to bu:ld in at eariy stages'the_neces;aty,meghanisms to deal ﬁ?th
them. -The Treatyrtherc.ore,-waéxsmely'a cumplacéthéf experiencés j&f
Trég?éﬁaf cééﬁpération'b; whféh reg}0ﬁ61:institution§ tprqeal with”tﬁe':

' préciicéi:prob1ems-féééﬂ were sat hp, unliké;thé_?reaty of-Honthidéo-Hhich _
conétituteéié blue"bfinirﬁéthﬁutrpriOE fcundation:befng laid. Thi57f57 '
exemblifled in attempts at co*ordlnatlng plannlng functlons at a reg:onai A
lilevel recogn|¢|ng that trade llberaltz tion and a_cqmmqn'external taraffrr

. 'Dell,,ArEattn,American Common M&rket? p.58: -
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‘were necessary but notrsurffcient mechanisms to induce an inCreaSe,in and
"_rechanneling ofrinvestment within the'region. Tnese attenpts led to the
reCOQnitlon that a pre requ151te to reglonal plannlng is Lhe deve]opment

of ser hsst:cated p]annlng mechanISms at the natlonal level

Horeoeer:rheVSmaii_rumoerdof'eouhtries ihvoivedr(fIVe,as:ccmperedr'
withrtwelve;foraLArTA-and-twe}ve for CARICOM) feoflitated an'easfer dev=
:'elopnent'ofwfhe integrétion proEess. So too-did the fact that the
'd;Spar:tles in Ieve]s ‘of economnc development was rrom the start not- es
fgreat as W1th;n LAFTA ln 1960 ,Gross Hatfonal Product WIth!n LAEH ranged '
from Sl 029 msllaon (US) in Guatemala to U5$h02 m;l]lon in- ﬂtcaragua,_aa |
ccmpared wrth from $20 080 ma!iion (US) in orazn}_to $366 mll\aon (US)

Paraguay W|thtn therLAFTn areef

- The progress of zotegra*ion was drastlcali? setrback :n-]969 by four
:_7da§s of warfare (the Football War) between EI Sa]vador and Honduras. rThef
war’ destroyed the fundamenta] basis or Central Amerlcan lntegration-good
_relatlone,among the member states.r The effects of thfS bFEukdOWH was
'c\eariy'seen}n thejeevere reétrict. on on intra- reglonal trade dur:ng ther
Wyeer. .There is,theQer' reason to bei|eve that the SO]ld foundat|on upon'
7 Whieh:Centrelrdmeriean 1ntegratdoo was establlshedrw|1] enab]e the process’

to overcome this setback.

The basuc-problem with the Central Americen oetterh-weszthe1fectethat
each issue area of agreement establ:sned with fhe re1e§ant reéional ihstitfr
_utaons remalnedrseparate enrntlesa None of the institutiods-were subjected,

,,fq ényfofher.noriiere_eheyfail_subjected to any oderall-regfonal body tﬁat
. cou]dfoverseer'the_whoie:drocess in an iotegrered reeh?ont_ As such ahf

problem that came,up; external to the established fséUe,areas could riot be
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dea]t with. This is precxse]y what. andbled the ‘war to take place as

ZE] Salvador 5 attempts to |nvolve the issue of Iabour wob|l|gy in the 7

. whole lnt&gratlon process-was never.dealt with,
~ East. African Community

V'So&éuhat giﬁilarito-theVCeﬁtra];Amer{cén éxpefiénce,thererwas,é-SUbtf
-jstantral perrod of sore . degreé of economic and other areas of co-opérat:on
j famong'the East Africanztountries (Kenya Uganda and Tanzanla) prior. to the
formal establlshrng or a" common narket in 1967 V”Economlc lntegratlon iu
thas area dates back to the coIonlal perlod and as such It is lmportant to
-understapd tha nature‘and essence of |ntegrap|on under colgnlal|5m if any
eualuat{on ?s fo bé made ofrprouiehs-fécing regional intagratiun in:éast'

Africa today.

- By the very nature of. colonial expansion of7Europe}'ihtegratioh,took
- two basic forms:

() the creating of the more h:gnly developed sector of the devel-
deve10prng countr-es as an :ntegral aprt of the metropolltan
etonomy, geared towards 5upply|ng,|ndustrial deveIOpment in
_the.metropolitan with raw:materialé; -and

(2) the creatlon of ‘a homogeneous market to :aculltate Brtt:sh
'lnvestment and the Brlflsh settlers who cont -Tled'economlC'
;act}Vlty in'tue reg;on.

in dthef words tHe mdtive For-regional'integrat50n was not the deveIOpment
of economic co- operatlon of the threa East HFrncan economles as such but
'the FaCIlatatlon of a much wlder ‘area and easier exp]oatation of- natural

- :resources. All the_areas of.co—operatlon developed dur[ng thts perJod were



geared towards this'Fact;

Gurai| po:nts out that there were two basic purposes beh|nd the

creatlon of common serv:ces

(1) ”they.were desigﬁedlto'faciiitate the_expjoitatibn'ef—
raW'materials in East A.rlca and to create ~essy accgess
'Vto the East Arrlcan market for 1nported manufactured
goods ey prov}d;ng easy rran5portation facilities.,
(Z)V{fo serve as a baais'fo§'the:eXpansfeniof,foreign manu-

faeturing industry in the region''.

rThat the whold arrangement had 1lLt1e to do w:th 1ntegrat|on of the rast
: Afrlcan Econonfes is exerolif:ed in the Fact that Lhe main economic actsvnty -

'of the reglon betng raw mauer1a1 exp}OItatlon left no room for p053|ble

trade qnong the me?ber countr;es

The strategic geographtca] p05|t|0n of \alrobl ln'KenQa made. it the
Wost-apnroprlate p0|nt of take off fcrruolonxal expansuon in the area, fFor
example ﬂalrobl is a reletively Icwer cosL'centre for servlng a ierqer
_part of Tanzan;a than any other S|ng]e 1OCatten Nlthiﬂ Taneanla. Further,"

had the. advantage of proxumlty,to_the ilow of'eurppean colonial trade'

7 ethrOUgh tne Suez Cana] 'As.such Kenya housed a. much greater percentage of

'non Afrrcan popuiation ‘who - because of thelr c0ntro] of ‘the main econom:c

"aCLIV!tIES in Lhe area, provnded halroni Wlth a ﬂucn h:gner purchas:ng base o

7and therefore the relatlvely greater capabillty of attractlng lnvestenc |

-geared towards the wHo]e terr:tory The extent to which ¥airobi wasa'rr
:',rconseiously develooed-as the industrialreeiﬁt'df tﬁef}egion and terwhich the

e eXIsttng areas of co~operatlon were geqred to- easy colonta] explontatxon is -

exemp]lf:ed in the fact that the East Afrtcan |ndustrtal Licensing Author:ty o

wdas de5|gned to protect monopolistlc Brltlsh :nvestwents in Kenya rrom poss;ble

' compet:tim1lrother|nvestorsattemptedtodeve1opnmnuractur|ng1ndustries1nUganda

1. Kassim Guwalz' Towcrds an Indeperdent aﬁﬁ equal EaSu.Avacan Common darke»,_'

i Y - ("-.-e._L.”-nn-'

I3m Ragt Afm o Teaowari o WaT 0



‘or Tanzania. -in fact Uganda and_Tanzania.sefved,oﬁly as markets to absorb

the products and give further incentive for industrial expansion in Xenya.

The concentration of industrial activity.in Kenya served to further

'rekbéﬁd;théﬁhpanfficéh élite maﬁingrit_an attFacfivé mérket which'indUCed
ffﬁrfﬁer'fnvéﬁtménf; Thls Drlngs out the salient ponnt of |ntegrat10nr
runder co]onial aamanlstration, in fhat what was rea]ly |ntegrated was the
'elite; nqn;Africaﬁ markets in each'terﬁltory;.heayi]y'biased tcwardS'that

“in'kéhya.r,The bulk of each of these’econcmigS—rgméfﬁed at the subsistence

Iévef, as far apart as .they eveﬁ were.

It IS thls state of ar.alrs ‘the terrltorles raced on com:ng out cf

' dlrect co]onial rule in the ear]y snxt:as and whacH set the bas:s for the

|ncreaS:ng :mbalance of benefits fram attempts at furthering raglonal

: tegratlon. 1t was clear oy 1966 that -

1. aithoughsfqr tﬁe c&mmqnit* as'a wﬁoje;-intré—régionél'frade
had ngWH,té be of spbstaﬁtialgiﬁportéﬁce;_Kaéya alone hadr
V§thn;sgmé??néféase in its relative imporfaﬁce.

2. Keﬁyé hadfﬁgcomerfhe chief. eXporter of manufactures -
abﬁfoxima#éiy,5S*per'c=nt oF totat manufactured Pxports in
'thararéa;:indi?éting the extent‘to which thg bulk of manu;,
fééthfingljnduﬁtrigsfatt?acfed torthe;cqmmphity was iocated
1iﬁ'Kenya;:' | o

31;7thgre;w$§;ihcre§sing 1ﬁbaiance in {htfa*regidnalftrade in

ﬁfé?dﬁr{pf Kenya;'tﬁe:coﬁt:nUJng deflClt in bajance of
.'pé9ﬁéht;'of_Tanzénfa and Uganda being attrlbutable to their
rinc;e%SEﬁé iﬁpqrt of Kenya s high-cost manufaqtures (trade ;

diversion)..



4, trade between Tanzanla and Uganda renained relatlve\y Small

due to their Iow Ievel of |ndustr|al deveIOpment

The beneflts of import substltut!on act|v1t|es generated through ?n-

creasing 1ntra reglonal trade accrued ma.nly to Kenya and tne costs to

 7Tanzan|§ and Uganda.

- The pra and.ppst§indépendence nationalist fervour served to bring

“more forcibly to the fore the imbalances .in the distribution of benefits

from regiqnal,integration.' The Raisman Ccmmission set up ‘to study and

-advise on_the'deterinrating-situation proposed a:Disfributable Pool- aimed

ati- -
' wl,_'proViding_an'independént source of revenue for the non-self
qontainediéommon services in evidence; and
-7 2. -to effect a direct redistribution of iricome so as to offset
',inequélffies;
rfwhen.impiementéd; the Pool did bring.abdut some measure of redistribu-

tion of’monetahy gains but thers were no propééals‘to*déal with therfact

- that- tne marnet mechanlsm worked to Kenya s advantage espec:al]y in.terms

*_of lndustrxai developnen;. DlsagreementS-among the:member countrres con-

tinued to a ponnt whgre_the ultimate aim of federation seemed to be im-

possible and Tanzania threatened -to withdraw, [n an attempt to prevent

1fne disintegration of. the preéent_}evel'of regional inﬁegratiqn'the Kampala

-Agreement was signed in 196k, aimed specifically at eliminéting ﬁhe,frade

imbalances;between ﬁhe=countries; " The proposa]sdof_this Agréement, however,

necessitated a high level of political co-opératfon{to'make the necessary

B rdeCISIOnS, espeCIa}]y in relation to the conscious al!ocatlon of |ndu§tries;

Ulthout this pollt:cal co- Operatlon,'relatlonsh|ps agafn broke down. - Very



?few'of the propcsé]s were-imolementéd. A series of unllateral pol|c1es
?,_ and counter p011C|es were mstl’tutefl to serve national interests which
'further |rr1tated re)atlonshfps and Ilw:ted the possabslitles of ”taklng

- édvantage_of any oppqrtunlt:es for reglonal-Specxalisation.
_A:furﬁherraftemptfto promote meaningful regional integration came

‘with the signihg of’therTreaty of Fast African CoFoperatioh'ih'1967

'-maklng for the ]egal establlshmenf of an East Afrxcan Economic Communlty:
ah lntegral part of - wﬁlch was the Commonrdarﬂet The prrnc;pal -aim of-
tne Treaty was - “to measure tne ccntr[but|on to deQelopment of the r'cmmcm
Harket and Cq@mqh Servicesrwhile_ensqring therequitable'distribution of
;heir,benéfits:andrinibarticularffﬁdﬁstria] growthm“}

'!n.tarmg Ofiﬁréﬁpting in&uét?%ai_devglopﬁéﬁt in_thé tWo 1es€§}
f&evelobéd areas, i.é.,jn:éffect'ézréchéhne}lingVCf anestmént; fhé'Tﬁeét}-:
ﬁ ﬁrdposed:j . N | V

l;f a_frahsfér;fa;rby.which a'cauhtry-in defiéft in intra-regjonal

-trédeifh;manu%étfures may iﬁpose a téx on a vélue;df i%ade;ﬁotr’
"exceeding its deFJC|t from wh:ch the goods orlglnate2 :The téx
';Tcan only he- lnstttuted if at the time of its imp05|t|on goods
,;of a—;ﬁmilar_natUre'are oglng‘produced }n the tm905|ng country

 br is e§pe§£§d:§q be ﬁfoduced Qi;hin thrée mdn;hs. in,essencé;;

“the fax_c5h$tifqted'a sort ;F ééleﬁtjyertafiff aimedratlen-

couraging new areas of production in Tanzania and Uganda, who

1. Robson{' 0.1541

2., The rate of - tax must not exceed- bO per cent of conmon external tarlrr_—‘
levied at the frontier on. the marXet price including transport but ex-
' eluding any tax . alreaay levxed - temnorarg measure - to be ended after
'flfteen (l:) gears.r ) .



_given ‘the nature of the tax-and the existing pattern of trade are
the only ohes'to'impose such taxes, and at the same time to bring
~_about an expansion in the deficit countries in the industries for

'Whibh:”thé max i mum permittéd'degree of protectionris suffiéieﬁt td

offSet henya s c¢ost advantages From IOWEr production costs.

the decentralrsauaon of neadquarters from. Ma1rob| - the estab!::n--

,ment'of reg:onalrorganisatlons and"redistribution of actua}rand

__:potentiaT Operations.r 7; Decentrainsatnon was a|med at effactlng

l_a redistrlbutton of :ncome away From Kenya' to'Tanzan!a and

Uqanda, and |nduce rnfrastructura] deveIOpments wh|ch in turn Iays

" the foundation for investment [ﬂf]OWS;.

the East African Development Bank was established'“to promote

findusfrfal devélopment In the partner states through financial

and technical assistance. It was designed to operate in three

‘basic ways:-

i(a) to g:ve prlorltv to industrial development in the relatlvely

less-rndustra1lsed partﬂer stakes;
(b) to .inance_projects-designed‘to make_thé'ecohomies of the
. partner states increasingly complementary in the industrial

- fieid; and

f(d).to apoortlon the graater share of !oan guarantees and in-

vestments to lanZanla and Uganda, tney were to each get
,33 75 per cant of the total

an- Economic Consujtat:ve_and Planning Council was set up to

- facilitate the co-ordination of investment policies.

The Treaty has also instituted a wide range of regional institutions

from the Authority (Head of States) to public corporations, to facilitate . -




,rthe-smooth runnlng-o} a1¥ areas of reglonal co- onerat:on 7 Tﬁe extenﬁ ts_f
which these |nst}tut|ons, eSpecanly ‘those at the nlcher level, has any ]
-'"degrea ﬁf reglona] potltlcal JUF!SdICtIOﬂ isrnot qu;te clear and has not
 .yet been.tested. Altnougn it is difficu]t to say at this point how :
 '7effect|ve the Treaty has been in brlnglng about a greater degree of in~
dustrial co- ord:natlon and rechannelllng oF |nvestment lt,nas néen
_clear*y;success.u} in prpmot!ng.smOOther_rglatlons'and increase in Iﬁtra;

f-regidnal_trade;' -



-,CONCLUSiONS,*'Tewards_a strategy for achieving a rechannelling of - -

investment.

From the ana!y5|s of the structure of the economies of the
?CARIFTA/CAR[COH reglon, the eXam!natlon of the instttutionat framenﬁv
hork and operatlon of” the Jnst|tut:ons w1tnin the region, we rtnd
: several factors nl]ltatlné agalnst the rapxd |ntegrat;on of the
' _reglonaj economles ana the:rechanneilxng of |nvestment. These fal?i
into three breed catenoriES: |
(T): ;ifheidfetribntion“and utflisation oF]resonrces;;
,(zi :"The level"ef infrastructuraiinevefopnent of'the:LDC's.f
lﬁ),-f Thetetructure'ene:ergénisetien”ef therenreting
':rm‘sff'itetrions.-_’ N
from the structure and organ;sqtlon of other areas of econdmic
o co-operat;on, and the measures they have |nst|tuted certalnlmeasures
-Tlmay'be suggestediwhEreby some re-ehannetling orifunds couid_take-;:}
o _plrE-i-ce'.\ : 7 L |
In;the erea ofethe dfstribution and utiifsatienqu resourees,
we Ftnd that tne baSlC factor hlnder!ng reglona! |ntegration was
‘the: wude d:snarsty-tn existing ]evels of - development among member
etates. The n:storlcal reasons For thls drspar:ty were mainly the
dlstrlbution of* resources predomsnantly in favour of what are now..
rjealled'the-MDCPs,{and the-uti}isation,of thosa resources. -
0On the questlon of the ut:]lsatton oF resources, it seems that
'the |ndustr:es assoc1ated wrth the prlncapal ones, pefroieum and
bauxute must be transFormed frcm the:r present “enclave pOSItIOﬂ andn

' become'really part;of_the_national econcmiesi there should be more"




'_Ifnkageﬁof éegtofé in thé naéfoﬁél_e&dﬁdmy. :Tﬁi%_éoﬁditidn wou]arfﬁen
VfaC|I|taLe a. more anItable uISLrlbUthn or benef.ts at the natlonal
f]evei : in ract th;s is a er—requJlte to Eeal-*eglonal fntegfation,
As Fei|pn Herrera onEftime President_ofrthe !nterjAmericaa Dévéldpment
_Bank,put:it: | |
'“lnﬁegratién;hés'a ?er:i;al,&fﬁén#fbﬁ, ;nrdeﬁtg which does.
.ﬁot opbogégzbﬁtsrafharrp‘,nécessfty precedés; the horizonéai,
_geﬁétaphiﬁ ﬂimenséon 5f'thé merment'0f2c§¥of§ina£iQn ana'
ccmplencnéarv Tu}rtrén ng o%rmq?tfjﬁationéi;endeavouf ,..;.;'
;5;3;;'if It:gﬁous_bﬁt of thé;décisidn—o?_tﬁe_minority |
:,groupé tﬁat ééré not;whetheﬁ'thgy péfpétﬁaterthe'vést,
rempﬁy”d{stéh;éréeparafiﬁg thgm_Frém the'maSSgé.” |

,A'further arga of wilitating factors is the level of infra-

_structural Havelopmen* af the iDC‘s;:_Hucﬁ bf fhé z
|nvestment in tne LDC'"'hag heen due to rhe*r low Ievel of iﬁfra-
"strucuural dﬂvelo n%nt. Privatérlnvostc rs havh ‘hee n'reluctant

to move intoftheée,a?eas,bscause’of the ]ac of nhys:ca] fac:]ltaes._
Due-to the lack’ of administr§t?Ve E”C10pmcﬂu in ths 'DC s the
Tcaribbean,De@e!ppmeht Ba§k; whfcﬁ'iércoimjsSionedVté_assist the
phys};al_infrastfu;tgra! ﬁevéﬂpp%cﬁtrthrougb 1caﬁs hés been Qnabie
:torfu{fﬁ1i'£hf5ffﬁﬁ¢tiéﬁ. Certain bre*fequfsitetrto pbtéinjng
 10$65*from,fhé_Bank ééuid not be et beﬁause'pfriﬁck Of:adequate:i

administrative structures.

e Inter-imerican Develovment Bark ard Latin 7
“dmerican TﬂLeaPa57OH,,in Latin American Ecorcmic
m_g eqaration Zxperiences. and Dr’ospecvs, Bd, M1 gyel
- 5. d%orcsex, p. 27
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it }s imperative; therefore, that these areas of weakness be

" removed.

) 7The'thifd area of militating factors is the institutional one;

' this,ﬂe'considefrthe most Important one.’

" "The mere removal of intra-regional trade restrictions and

_harmonizatioh_of'fiscal incentives while necassary, are not

suffitient condi§fodS_tdreffedt-a more equitable distribution of

benefits, specifically in terms of industrial.development. Other .

~_conditions are required, as mentioned_eékiierirfor examnle the

”'-dévelqpmeﬁt_of the infrastructure in the LDC‘S..VThereFiS also the

need for determining priorities.on a regional basis, and so

“implement the necessary policies to ensure increased regional
'iinVestment'aﬁd at the same time ensure a more équitable distribution

of beneffts from industfia}'deve?opmém;.-
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