THE ANCHOR HOLDS —
BUT WHAT DOES IT HOLD?

Fifty Years of Eastern Carlbbean Monetary
Stability and the Unfinished Transition to a
Life-Coherent Financial System

STABILITY
¢ -
TRUST
*
COOPERATION
L 2
RESILIENCE
4
FUTURE

Dr. Bichara Sahely

’*




THE ANCHOR HOLDS — BUT WHAT DOES IT HOLD? | DR.BICHARA SAHELY

THE ANCHOR HOLDS — BUT WHAT
DOES IT HOLD?

Fifty Years of Eastern Caribbean Monetary Stability and the
Unfinished Transition to a Life-Coherent Financial System

An Academic White Paper

Dr Bichara Sahely, BSc (Biology), MBBS, DM (Internal Medicine)

Independent Scholar and Physician | Saint Kitts and Nevis

12 July 2026

bsahely.com



THE ANCHOR HOLDS — BUT WHAT DOES IT HOLD? | DR.BICHARA SAHELY

Suggested Citation

Sahely, B. (2026). The Anchor Holds — But What Does It Hold? Fifty Years of Eastern Caribbean Monetary
Stability and the Unfinished Transition to a Life-Coherent Financial System. Academic white paper.

Al Transparency and Authorial Responsibility

This paper was developed by Dr. Bichara Sahely through an iterative research, analytical, drafting and editorial
collaboration with OpenAI’s ChatGPT. The Al system assisted with conceptual organization, source discovery,
comparative analysis, drafting, compression and revision. All substantive claims, interpretations, citations,
recommendations and final wording were reviewed and approved by the author, who retains full responsibility for
the integrity and conclusions of the work.

Abstract

The Eastern Caribbean currency arrangement is one of the region’s most durable collective institutions. Since 7 July
1976, the EC dollar has remained fixed at EC$2.70 to US$1, supported by pooled foreign reserves, common
monetary authority, legal commitment and sustained political cooperation. This monetary anchor has protected
convertibility, payment continuity and confidence across eight highly vulnerable small jurisdictions. Yet monetary
stability has not by itself generated the productive diversification, distributive inclusion, ecological resilience,
regional ownership or institutional capability required for long-term viability. This paper argues that the next fifty
years should not be organized around abandonment of the peg, but around completion of the architecture attached to
it. Drawing on the ECCB’s founding mandate, regional economic integration, development-finance practice, human-
development theory, comprehensive-wealth accounting, environmental-economic accounting, sustainable-finance
taxonomies and governance safeguards, the paper develops a life-coherent framework for finance. It proposes a
seven-part test covering life-necessity, capacity, distribution, external viability, resilience, regeneration and
democratic accountability. It then outlines a layered architecture comprising regional project preparation, wholesale
development finance, strengthened guarantees, purpose-governed credit, voluntary mobilization of regional savings,
a life-coherent investment taxonomy, an Anchor-and-Purpose Dashboard and protections against political, private,
bureaucratic and epistemic capture. A sequenced transition moves from foundations in 20262027, through
demonstration in 2028-2030 and integration in 2031-2035, toward longer-term institutional maturity. The central
thesis is that the anchor should be preserved while the vessel is repaired: monetary confidence must become a
platform for productive, resilient, just and ecologically viable regional life.

Keywords

Eastern Caribbean Currency Union; Eastern Caribbean Central Bank; fixed exchange rate; development finance; life-
coherent finance; foreign-exchange constraint; regional integration; productive transformation; ecological resilience;
financial governance.
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Executive Summary

For fifty years, the Eastern Caribbean monetary union has demonstrated that small and vulnerable jurisdictions can pool
authority around an essential common institution. The fixed exchange rate, reserve framework, common monetary
authority and shared supervision have protected confidence, convertibility and payment continuity through recurrent
shocks. The 2026 IMF consultation continued to describe the currency union as a strong macroeconomic anchor, even
while identifying public debt near 75 percent of GDP, a current-account deficit estimated at 10.6 percent of GDP in 2025,
persistent import and tourism dependence, productivity constraints and uneven non-bank supervision (International
Monetary Fund [IMF], 2026). The apparent paradox is not that monetary stability failed. It is that the monetary
architecture is more complete than the developmental architecture surrounding it.

This paper begins from critical appreciation. It rejects both monetary reductionism — the idea that a stable currency proves
social and developmental success — and developmental voluntarism — the idea that desirable investment can escape
foreign-exchange, fiscal, prudential and ecological constraints. The peg should be preserved. Its stability should become
the platform for a second regional achievement: institutions capable of converting savings, credit, public authority and
external partnership into durable life-capacity.

The diagnosis is a failure of conversion rather than a simple absence of money. The ECCU contains substantial deposits,
liquid financial institutions, pensions and social-security assets, credit unions, public funds and access to development
partners. Yet too few strategic needs become competently prepared projects; too few projects become investable assets;
and too much finance remains concentrated in familiar collateral, property, government claims, consumption or external
securities. Deferred maintenance, household insecurity, ecological degradation and hidden public guarantees remain
insufficiently visible in conventional accounts.

The proposed alternative is life-coherent finance: the creation, allocation, pricing and governance of financial claims in
ways that protect and enlarge the capacities on which viable life and repayment ultimately depend. Seven tests
operationalize the standard: life-necessity, capacity, distribution, external viability, resilience, regeneration and democratic
accountability. The test does not collapse judgment into one score. It preserves tensions — for example, between a
hospital’s essential social function and its foreign-exchange cost, or between a tourism project’s external earnings and its
effects on water, ownership and ecological risk.

The institutional proposal is layered. A Project Preparation and Structuring Facility should convert strategic needs into
technically, financially, legally, socially and ecologically credible projects — and stop projects that should not proceed. A
separately capitalized, non-deposit-taking Regional Development Finance Platform should provide wholesale funding,
aggregation, co-financing, guarantees and specialized windows while working through national development institutions,
commercial banks, credit unions, the Eastern Caribbean Partial Credit Guarantee Corporation and the Caribbean
Development Bank. The ECCB should strengthen the monetary, prudential, credit-information, conduct, data and market
infrastructure without becoming an unrestricted development treasury.

Regional savings should be mobilized by investable quality rather than coercion. Deposits belong to customers; pension
assets to beneficiaries; insurance reserves protect future claims; and external assets provide liquidity and diversification.
The correct question is how to create transparent, diversified and well-governed regional assets that savers and fiduciaries
can choose voluntarily. Purpose-governed credit complements this architecture by adding functional information to
ordinary underwriting: whether credit creates productive capacity, earns or conserves foreign exchange, builds resilience,
supports essential services, broadens first-time ownership, smooths consumption or finances speculation.

A life-coherent taxonomy should distinguish protective, maintaining, restorative, productive, FX-earning, FX-conserving,
enabling, resilience-building, regenerative, inclusive, transitional, neutral, speculative, dependency-deepening and harmful
activities. Alignment should require substantial contribution, no intolerable counter-harm, minimum safeguards, technical
criteria and transparent evidence. Taxonomy status should neither establish creditworthiness nor create automatic
entitlement to public support.

Measurement should join two public accounts: whether the anchor remains secure and whether the society and economy it
stabilizes are enlarging life-capacity. The proposed Anchor-and-Purpose Dashboard retains reserves, inflation, liquidity,
capital, debt and GDP while adding essential access, productive capability, distribution, ownership, external viability,
resilience, ecological condition and institutional accountability. Governance is decisive because every new facility
redistributes power. Mandate clarity, professional boards, conflict rules, beneficial-ownership disclosure, independent risk
and evaluation, open contracting, protected whistleblowing, complaints and public reporting of failure are therefore
integral rather than auxiliary.
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The transition should be sequenced. Foundations in 2026—2027 should include a regional compact, institutional and
savings maps, a visible project pipeline, project preparation, governance rules, completion of credit and conduct reforms, a
provisional taxonomy and a baseline dashboard. Demonstration in 2028—2030 should test only two or three portfolios,
strengthen guarantees and produce the first suitable institutional-investor instruments. A formal independent review in
2030 should precede scale. Integration during 2031-2035 should connect successful mechanisms to capital markets, public
investment, regional productive systems, ecological accounts and countercyclical finance. The governing maxim is: rules
before privileges; pipeline before fund; governance before capitalization; evidence before scale.
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Central Thesis

The task for the next fifty years is not to abandon the monetary anchor, but to complete the
institutional architecture around it — directing credit, savings, investment and fiscal coordination
toward the protection and enlargement of life-capacity within the union’s real foreign-exchange,
institutional, financial and ecological constraints.

The Eastern Caribbean currency arrangement is an exceptional regional civil-commons achievement whose
durability has protected monetary confidence, convertibility and financial continuity across a group of highly
vulnerable small island jurisdictions. Yet preservation of the monetary anchor has not, by itself, generated the
productive diversification, distributive inclusion, ecological resilience and regional self-determination required for
long-term viability. Article 4 of the ECCB Agreement connects regulation of money and credit, monetary stability, a
sound financial structure conducive to balanced growth and active promotion of economic development. The paper is
therefore not importing a developmental purpose from outside the Bank’s constitutional mandate; it is examining the
relationship among purposes already embedded within it (Eastern Caribbean Central Bank [ECCB], 1983).

Definitions and Scope

Monetary anchor: The fixed exchange-rate arrangement and the reserve, legal, regulatory and political institutions that maintain
confidence in the external value and convertibility of the EC dollar.

Monetary stability: Sustained confidence in the currency, including reliable payments, reserve adequacy, convertibility and
protection against destabilizing loss of confidence. It does not by itself establish adequate wages, diversification, equitable wealth
or ecological security.

Financial stability: The capacity of banks, credit unions, insurers, capital markets, payment systems and regulators to continue
performing their essential functions without disruptive failure.

Productive transformation: The development of capabilities that allow the region to produce more of what it sustainably needs,
create higher-value goods and services, diversify income, conserve foreign currency and generate resilient livelihoods.

Life-capacity: The ability of persons, households, communities, institutions and ecosystems to maintain and develop healthy
functioning across time, including food, water, shelter, health, care, education, livelihood, mobility, social participation,
ecological integrity, resilience and intergenerational possibility.

Life-coherent finance: A system in which money, credit, debt and investment are created, allocated, priced and governed toward
protecting and enlarging life-capacities without transferring intolerable costs to other persons, territories, ecosystems or future
generations.

Regional civil commons: A collectively governed institutional structure that secures universally enabling conditions across
participating jurisdictions.
Foreign-exchange-aware development: Development that recognizes the external constraint of an import-dependent currency

union and values activities that earn or conserve foreign exchange, reduce future import costs, strengthen regional exchange or
prevent expensive damage.

Financial extraction: The increase of financial claims or returns by weakening the productive, social or ecological capacities
that ultimately sustain them.

Scope. The paper is a constructive institutional analysis, not a proposal to abandon the EC dollar peg, weaken
prudential standards or place ordinary development lending on the ECCB balance sheet. It distinguishes established
fact, institutional interpretation, causal inference, normative judgment and policy proposal. It does not presume that
all profit, debt, tourism, foreign investment or local ownership is either harmful or beneficial; effects must be
demonstrated through the distribution of benefits, burdens, risks and long-term capacities.
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Introduction — Fifty Years at Anchor

The EC dollar has been pegged to the US dollar at EC$2.70 to US$1 since July 1976. The currency is shared by eight
members of the Eastern Caribbean Currency Union, with common monetary authority exercised through the Eastern
Caribbean Central Bank. The arrangement operates in a quasi-currency-board form, maintaining high foreign-
exchange backing for currency and demand liabilities (IMF, 2026). Its endurance across hurricanes, recessions,
banking stress, commodity shocks, a global financial crisis, and a pandemic is a regional constitutional achievement.

The peg is sometimes discussed as though it were only an exchange-rate rule. In practice, it is a complex institutional
settlement. It joins pooled reserves, a common central bank, legal obligations, common supervision, settlement
infrastructure, political restraint, and public expectation. The exchange rate is the visible expression of a deeper
cooperative order. Confidence persists because households, firms, governments, and external counterparties expect
the institutions behind the currency to continue honouring their commitments.

This paper calls the arrangement a monetary anchor. The metaphor is useful because it preserves both its value and
its limits. An anchor stabilizes a vessel against external forces. It does not decide what the vessel carries, how the
crew governs it, whether the hull is maintained, or where the passengers intend to travel. The anchor can hold
securely while the vessel accumulates structural weakness. Conversely, a well-designed vessel can be endangered by
a failed anchor. Monetary and developmental architecture are distinct, but interdependent.

The Anchor, Chain, Vessel and Sea

L g
Crew:
goverenments, ECCB, banks,
credit unions, firms, workers

and communities ¢

%
Compass: @

values and metrics .-+ Destination:
a resilient, productive,
just and ecologically
viable community

Cargo:
assets, debts,
technologies,

ownershipand @ THE VESSEL

capabilities productive, financial,
social and governmental structure

reserves, law, discipline,
regulation, cooperation

ANCHOR — SEA:
fixed exchange rate e-.......... @ global finance, trade, tourism,

and confidence commodities, geopolitics,
climate and ecological limits

Figure 1. The anchor, chain, vessel and sea.

Source: Author’s synthesis.
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The ECCB Agreement itself provides a constitutional basis for asking the wider question. Article 4 joins regulation
of money and credit, monetary stability, a sound financial structure conducive to balanced growth, and active
promotion of economic development through means consistent with the Bank’s other purposes (ECCB, 1983). The
mandate does not treat stability and development as unrelated domains. It requires that development remain
compatible with monetary integrity, and that monetary institutions contribute — within their proper role — to the
conditions of balanced growth.

The paper therefore rejects two symmetrical errors. The first is monetary reductionism: the assumption that a stable
exchange rate, adequate reserves, and sound banks are sufficient measures of economic success. The second is
developmental voluntarism: the assumption that socially desirable expenditure can escape external, fiscal, prudential,
or ecological constraints. A life-coherent approach holds both truths together. Monetary credibility is an enabling
public good, and financial claims must remain grounded in the real capacities that allow them to be honoured.

The analysis is Caribbean-grounded but not insular. It draws upon contemporary development-finance practice,
human-development theory, comprehensive-wealth accounting, sustainable-finance taxonomies, public-investment
governance, and regional integration. Its distinctive contribution is to connect these domains within a single
framework centred on life-capacity: the ability of persons, households, communities, institutions, productive
systems, and ecosystems to maintain and develop healthy functioning over time.

The paper proceeds in six movements. First, it honours the monetary achievement while identifying the limits of
monetary sufficiency. Second, it diagnoses the conversion failures through which savings and stability fail to become
productive capability. Third, it defines life-coherent finance and the seven-part Life-Coherence Test. Fourth, it
proposes a layered regional architecture for production, development finance, savings, and credit. Fifth, it establishes
taxonomy, measurement, and governance systems capable of making the architecture visible and correctable. Finally,
it proposes a sequenced transition that protects the anchor while rebuilding the vessel.

10
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PART | — THE MAKING OF THE MONETARY

ANCHOR

Historical inheritance, institutional choice and regional stewardship

1. Before the Anchor: Colonial Currency and Regional Monetary Inheritance

Currency boards and imperial monetary order

The regional monetary system emerged from a colonial architecture in which currency issuance was separated from
democratic economic policy and anchored to metropolitan reserves. The British Caribbean Currency Board (BCCB),
established in 1950, issued a common currency for a wider group of British Caribbean territories. Its currency-board
logic emphasized convertibility and external backing rather than discretionary domestic monetary management. The
arrangement reduced transaction costs across participating territories, but it also reflected trade patterns, financial
authority and reserve custody centred outside the islands (ECCB, 2026b).

Currency-board discipline carried a durable institutional lesson: a credible note issue required rules, liquid external
assets and confidence that domestic claims could be converted. It also carried a limitation. Monetary order did not
itself create a development state, regional production strategy or broad control over credit. The institutional
inheritance was therefore double-sided — valuable monetary discipline embedded within a political economy
organized around external trade and colonial dependence.

From imperial administration to regional inheritance

As larger territories moved toward independence and established national central banks, the common currency area
narrowed. The remaining Eastern Caribbean territories inherited the need to govern a shared currency despite their
small scale, open economies and limited individual reserve capacity. The key question became whether regional
cooperation could convert an inherited mechanism into a locally governed institution.

The later achievement of the ECCU should not be read as a simple continuation of colonial monetary rule. The legal
and institutional form evolved from an externally administered board toward regional political authorization and
professional management. Yet the colonial productive inheritance — commodity dependence, import intensity,
external ownership and fragmented markets — did not disappear when monetary governance became more regional.
This distinction between the origin of the instrument and the later purposes to which it may be put remains central to
the paper.

Table 1. Historical timeline of the EC currency arrangement

Period Institutional development Significance
British Caribbean Currency Board Common currency issuance under orthodox
1950 . .
established currency-board principles.
1965 Eastern Caribbean Currency Authority A narrower Eastern Caribbean institution
established; EC dollar introduced assumed currency management.
1976 EC dollar shifted from sterling to the US | The new anchor reflected changing trade
dollar patterns and sterling instability.
. A treaty-based multinational central bank
1983 ECCB formally established replaced ECCA.

11
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Period Institutional development Significance
1987 Anguilla joined the ECCB The present eight-member currency area took
shape.
2011 OECS Economic Union entered into Monetary integration was joined to a wider
force single economic and financial space.
2026 Fiftieth anniversary of the US-dollar peg T[he. anniversary opens the question of
institutional completion.

Source: ECCB (2026b); OECS (2010), author’s synthesis.

2. From ECCA to the US-Dollar Peg

A regional currency authority

The Eastern Caribbean Currency Authority (ECCA), created in 1965, replaced the BCCB for the territories that
continued to share the Eastern Caribbean currency. It issued the EC dollar and preserved the basic discipline of
external backing while providing a more regionally specific institutional centre. ECCA nevertheless remained more
limited than a modern central bank: it was principally a currency authority, with restricted capacity to supervise and
shape the broader financial system (ECCB, 2026b).

Why the anchor moved

The EC dollar was initially fixed to sterling. During the 1970s, sterling depreciation, the breakdown of the Bretton
Woods order and the increasing importance of the United States to regional trade and tourism changed the economic
meaning of that link. On 7 July 1976, the authorities shifted the peg to the US dollar at EC$2.70 to US$1. The move
was not an abandonment of fixed-rate discipline; it was a re-selection of the external reference judged more
consistent with the region’s commercial relationships and need for stability (ECCB, 2026b).

The choice illustrates an enduring principle. A fixed exchange rate can reduce transaction risk and support
confidence only where the selected anchor, reserve composition and external earning structure remain sufficiently
aligned. The peg did not remove exposure to world prices or foreign demand. It provided a predictable conversion
rule within that exposure.

A rule and a political commitment

The shift also became a long-term political commitment. Altering the external value of the currency requires formal
regional decision through the ECCB’s constitutional processes. The peg therefore rests not only on arithmetic but on
sustained cooperation among governments willing to subordinate unilateral monetary discretion to a common rule.
That cooperation became the foundation upon which the ECCB was later built.

3. From Monetary Arrangement to Regional Institution

The creation of the ECCB

The ECCB Agreement was signed in July 1983, and the Bank was formally established on 1 October 1983 as
successor to ECCA. The new institution was more than an issuer of notes and coins. It was constituted as a
multinational central bank with authority over monetary management, reserve stewardship, financial conditions and
economic development across participating governments (ECCB, 1983, 2025).

Article 4 gives the Bank four linked purposes: regulating the availability of money and credit; promoting and
maintaining monetary stability; promoting credit and exchange conditions and a sound financial structure conducive
to balanced growth and development; and actively promoting economic development through means consistent with

12
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its other objectives. This wording is important. It neither turns the central bank into a general development treasury
nor isolates monetary stability from the wider economy.

Regional governance and differentiated authority

The Monetary Council provides the highest political authority within the Agreement, while the Board and
professional management administer the Bank within the legal mandate. This arrangement preserves elected
governmental authorization without subjecting every technical decision to national political bargaining. It is an early
example of pooled sovereignty structured through differentiated roles.

The 2010 Revised Treaty of Basseterre later established the OECS Economic Union as a single economic and
financial space, deepening the context in which the common currency operates (OECS, 2010). Monetary integration
thus became the most mature component of a wider integration project whose productive, transport, regulatory and
investment dimensions remain less complete.

Table 2. ECCB mandate and corresponding institutional functions

Article 4 purpose Core institutional function Boundary

Monetary policy, liquidity analysis,

Regulate money and . .
g Y credit-system infrastructure and

Does not require political selection

credit . . of individual borrowers.
prudential oversight
g . External assets must remain
Maintain monetary Reserve management, currency issuance, . S
. available for monetary and liquidity
stability payments and confidence

purposes.

Promote sound
financial conditions
conducive to balanced
growth

Supervision, market infrastructure, data, | Financial stability is necessary but
conduct and financial-system not sufficient for productive
development transformation.

Actively promote
economic development | Research, convening, guarantees, market
consistently with other | development and enabling institutions

objectives

Developmental action must remain
compatible with reserve and
prudential integrity.

Source: ECCB Agreement (1983), Article 4, author’s interpretation.

4. Why the Anchor Endured

Reserve pooling and credible rules

The anchor endured because the union pooled reserves, applied a clear legal floor and maintained backing far above
that floor. Article 24 requires external assets of not less than 60 percent of currency and other demand liabilities. At
31 March 2025, the reported ratio was 97.01 percent (ECCB, 2025). The high backing ratio does not make the
arrangement invulnerable, but it provides a visible and measurable basis for confidence.

Scale, supervision and political restraint

Regional monetary governance also creates economies of scale that would be difficult for each territory to reproduce
separately. Reserve management, currency issuance, banking supervision, payment infrastructure, research and
specialist expertise can be pooled. The arrangement limits competitive devaluation and some forms of monetary
financing, but in return provides a common credibility asset.

13
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Durability has depended on political restraint as well as technical competence. Governments have continued to
accept a common monetary authority through changes of administration and repeated shocks. Public confidence has
been reinforced by the expectation that the rule will not be altered casually. This intertemporal trust is itself a
regional asset.

An asymmetrical regional benefit

The benefits of regional monetary governance are asymmetrical because the costs of reproducing an equivalent
institution nationally would be particularly high for the smallest members. Pooling allows each territory to
participate in an institution larger and more credible than its own market. The lesson is not that every policy function
should be centralized. It is that carefully designed regional institutions can transform small scale from an
unavoidable weakness into a basis for shared capability.

Evolution of the Eastern Caribbean Monetary System

®

1950 1965 7Jul 1976 10ct 1983 2011 2026

+———o—o—o—o

=)

$ e

British Caribbean Eastern Caribbean US-dollar peg Eastern Caribbean OECS Economic Fifty years
Currency Board Currency Authority EC$2.70 = US$1 Central Bank Union at anchor

Figure 2. Evolution of the Eastern Caribbean monetary system.

Source: ECCB (2026b); OECS (2010); author’s synthesis.
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PART Il — WHAT THE ANCHOR ACTUALLY

HOLDS

The monetary mechanism, its disciplines and its limits

5. Anatomy of the Eastern Caribbean Monetary System

Fixed exchange and reserve backing

The visible centre of the system is the fixed conversion of EC$2.70 to US$1. Beneath it lies a quasi-currency-board
architecture: pooled foreign assets, legal reserve requirements, centralized currency issuance and limited scope for
monetary financing compared with a fully discretionary central bank. The IMF uses the term quasi-currency board
because the statutory backing floor is 60 percent rather than the full backing associated with an orthodox currency
board, and because the ECCB performs broader central-banking and developmental functions (IMF, 2026).

Money, banks and payments

The ECCB issues base currency and manages settlement, but most money used in the economy exists as deposits
created within the banking system. Commercial banks transform deposits and other funding into loans, securities and
liquid assets. Credit therefore affects domestic demand and imports even when the central bank does not expand
currency directly. The external constraint enters through the conversion of domestic spending into payments for
foreign goods, services, debt and income remittances.

The system also includes credit unions, insurers, pension and social-security institutions, securities markets and
payment providers. Financial stability depends on the ability of these institutions to continue performing essential
functions and on the capacity of regulators to observe risks that cross institutional boundaries.

The monetary chain

The anchor is therefore held by a chain: external reserves, treaty obligations, common decision rules, financial
supervision, fiscal credibility, payment infrastructure and political cooperation. Weakness in one link need not break
the system immediately, but it can increase the burden placed on the others.

6. The Currency as a Regional Civil Commons

A civil commons is a collectively governed institution that secures access to conditions required for the flourishing
of all. The EC dollar arrangement qualifies because monetary confidence is not consumed privately by one actor. It
supports contracts, savings, payments, imported essentials, business planning, public budgeting, and regional identity
across the union. The institution is especially valuable because small island jurisdictions face unusually high
exposure to external volatility and possess limited individual capacity to defend currency credibility alone.

The monetary commons has endured because its rules are measurable and institutionally owned. Currency liabilities,
foreign assets, banking conditions, inflation, and fiscal pressures are monitored. Authority is allocated between the
Monetary Council, the ECCB’s Board and management, national governments, and financial regulators. This
architecture has imperfections, but its basic continuity is a proof of regional capability. It shows that pooling
authority need not erase national identity, and that disciplined regional institutions can survive changes of
government and recurrent shocks.

A shared enabling condition

The concept of a civil commons identifies institutions that secure life-enabling conditions through collective
provision and rule-governed access (McMurtry, 1999, 2011). Monetary confidence has this character when it
supports the ordinary ability of people to save, trade, budget, receive wages, obtain imported necessities and settle
obligations. No household can produce the credibility of the EC dollar privately; each benefits from an institution
jointly maintained across the union.

15
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Understanding the currency as a civil commons also clarifies responsibility. A commons is not self-maintaining. It
requires rules against overuse, concealment and unilateral appropriation, as well as institutions capable of adapting to
changing conditions (Ostrom, 1990). Monetary stability must therefore be defended, but its legitimacy is
strengthened when the wider system uses the stability to enlarge shared capability.

7. The Necessary Disciplines of the Peg

The peg protects more than an exchange quotation. It reduces currency uncertainty in an import-dependent region;
supports the real value of deposits and wages; lowers transaction costs across the union; and creates a stable basis for
debt, trade, and investment denominated in EC dollars. Stable reserves and a strong currency-backing ratio continue
to underpin confidence in the arrangement (IMF, 2026). These benefits are particularly significant for households
whose incomes are fixed in nominal terms and whose access to imported food, medicine, energy, and technology
would be rapidly harmed by monetary disorder.

Foreign-exchange discipline

An import-dependent currency union cannot treat domestic purchasing power as an unlimited substitute for external
resources. When credit or fiscal expenditure raises demand for imported goods, the resulting foreign-exchange
requirement must be met through exports, tourism and other services, transfers, investment inflows, borrowing or
reserves. Persistent imbalance does not automatically cause an immediate crisis when financing remains available,
but it creates dependence on continued external confidence and inflows.

Fiscal and financial discipline

The peg also increases the importance of fiscal credibility because governments cannot rely upon unilateral monetary
financing or exchange-rate adjustment to absorb persistent imbalances. Debt, arrears and guarantees can migrate into
the financial system and ultimately affect confidence in the union. Prudential discipline is equally necessary: weak
lending, concentrated portfolios and under-provisioned losses can damage deposits and create pressure for public
rescue.

Discipline as protection, not austerity by definition

These constraints should not be equated mechanically with permanent austerity. Fiscal and monetary discipline are
coherent when they preserve the capacity to meet essential obligations across time. Cutting maintenance, health,
education or resilience may improve a short-term balance while weakening future revenue, increasing disaster loss
and transferring costs to households. The relevant test is whether present restraint protects or consumes the capacities
on which future stability depends.

8. What Monetary Stability Can — and Cannot — Do

No exchange-rate regime can substitute for productive institutions. A fixed currency does not generate marketable
skills, prepare projects, repair ports, lower energy costs, organize food systems, manage water, or create firms
capable of exporting. It does not decide whether credit supports first homes or speculative property, whether public
borrowing produces maintained assets, or whether foreign investment leaves behind knowledge and ownership. It
provides a stable unit within which these decisions are made.

The 2026 IMF consultation captures the duality clearly. The currency union remains a strong macroeconomic
anchor, yet medium-term growth is constrained by productivity, investment, skills, connectivity, demographics, and
fiscal space. Large current-account deficits persist, tourism and import dependence remain high, and data and non-
bank supervision are uneven (IMF, 2026). Stability and structural vulnerability therefore coexist.

Stability is not normatively empty, but it is institutionally incomplete. The same stable monetary environment can
support productive investment, ecological repair, and broad asset ownership. It can also support land speculation,
imported consumption, concentrated ownership, and externally controlled enclaves. The peg reduces one dimension
of uncertainty; it does not determine how the resulting confidence is used.

The relevant distinction is between monetary stability and developmental sufficiency. Monetary stability concerns
confidence, convertibility, payment continuity, reserve adequacy, and the integrity of financial institutions.
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Developmental sufficiency concerns whether people and systems possess the real capabilities required for healthy,
resilient, and self-directed life. The first is indispensable. It does not guarantee the second.

Financial claims can be maintained for a time through refinancing, collateral appreciation, public guarantees, or
external inflows. Over the long term, they depend upon income, production, taxes, foreign exchange, and trust. If the
real system deteriorates, the cost of preserving nominal stability rises. Fiscal pressure intensifies, banks become
concentrated in weak borrowers or sovereign claims, households lose repayment capacity, and external deficits
become harder to finance. Productive and ecological capability are therefore not charitable additions to monetary
policy. They form part of the long-term foundation of the anchor.

The central reform question is consequently not how to use monetary expansion to force development. It is how to
design institutions that convert existing stability, savings, credit, public authority, and external partnerships into a
more capable real economy without compromising reserve protection or financial confidence.

Monetary Stability versus Life-Coherent Development

L 4
Necessary distinctions: stability is indispensable, but not sufficient

[

(- v— 0 ( R
MONETARY STABILITY DEVELOPMENTAL SUFFICIENCY
confidence ¢ convertibility * reserve adequacy * productive capability ¢ inclusion ¢ resilience ¢
payment continuity ¢ price stability ecological viability ¢ collective agency
1\ J \_ J

—
LIFE-COHERENT FINANCE

connects financial claims to the capacities
that sustain repayment and viable life

Figure 3. Monetary stability versus life-coherent development.

Source: Author’s synthesis.
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Table 3. Monetary stability, financial stability and developmental sufficiency

Domain

Core question

lllustrative measures

Monetary stability

Does the currency retain confidence
and convertibility?

Backing ratio, reserves, inflation,
payments continuity.

Financial stability

Can financial institutions continue
essential functions safely?

Capital, liquidity, asset quality, insurance
and payment resilience.

Fiscal sustainability

Can governments meet obligations
without destabilizing debt
accumulation?

Debt, debt service, arrears, buffers and
contingent liabilities.

Economic growth

Is measured production increasing?

Real and nominal GDP, sectoral value
added and employment.

Productive
transformation

Are durable capabilities being
developed?

Investment, enterprise survival, skills,
infrastructure and diversification.

Distributive inclusion

Who receives assets, income and
opportunity?

Median income, ownership, affordability,
access and debt burden.

Ecological resilience

Are natural foundations protected?

Water, coast, land, ecosystems, hazards
and restoration.

Life-coherence

Does the system protect and enlarge
life-capacity overall?

The integrated seven-part test and Anchor-
and-Purpose Dashboard.

Source: Author’s synthesis.
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PART Ill — THE STABLE CURRENCY AND THE

VULNERABLE ECONOMY

Structural dependence, allocation and the distribution of security

9. The Structural Economy Beneath the Peg

Concentration and import dependence

The ECCU economies are small, open and highly exposed to external demand. Tourism, construction and public
activity dominate many national growth cycles, while essential food, fuel, medicine, equipment and technology are
heavily imported. The 2026 IMF consultation describes persistent current-account deficits, tourism capacity
constraints and vulnerability to global fuel, food, trade and travel shocks (IMF, 2026).

The region must distinguish gross activity from retained capability. Tourism receipts, foreign direct investment,
construction, and property sales may increase GDP and foreign inflows while also generating imported inputs,
external debt service, management fees, dividends, franchise charges, and ownership outflows. The relevant question
is not whether external capital enters, but what remains after the complete transaction: productive assets, public
revenue, skills, supplier networks, regional equity, environmental liabilities, and net foreign exchange.

The same discipline applies to import substitution. Local production may still depend on imported equipment,
energy, packaging, intellectual property, or raw materials. A credible external account should assess lifecycle imports
and savings rather than rely on labels.

Each small jurisdiction faces high per-capita costs for specialist regulation, project preparation, laboratories,
standards, shipping, professional training, procurement, technology, and disaster response. Fragmentation can
preserve local control but also reproduces overhead and weakens bargaining power. The common currency integrates
settlement and confidence more deeply than the region has integrated production and enabling services. The
unfinished task is to create shared productive institutions while preserving subsidiarity.

Fragmented systems

Transport, logistics, standards, laboratories, procurement and professional services remain fragmented across very
small markets. This increases the cost of regional production and reduces the ability of firms to achieve reliable
scale. Demographic change and migration can further thin specialist capability. The result is a paradox: integration is
most necessary where each national system has the least spare capacity to implement it.

Table 4. Structural vulnerabilities of ECCU economies

Vulnerability Transmission channel Life-capacity consequence
Tourism External travel demand, airlift and Employment and fiscal revenue become
concentration global income shocks highly cyclical.

Fuel, food, medicine, equipment and External price shocks pass quickly into

Import dependence | . . .
P P intermediate goods household and business costs.

Limited scale for firms, regulation,

Small markets High fixed costs and thin demand . - .
infrastructure and specialist services.

Regional production and labour mobility
remain weaker than formal integration.

Transport

et et High freight and passenger costs
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Vulnerability Transmission channel Life-capacity consequence

Public debt and . . Maintenance, resilience and social
. High debt service and recurrent shocks | .
limited fiscal space investment are crowded out.

Climate and disaster | Physical loss, business interruption and | Repeated destruction of assets,

exposure reconstruction imports livelihoods and public balance sheets.
Ecological Loss of reefs, water, soil, fisheries and | Future production, tourism, health and
degradation protective systems insurability are weakened.
Demographic and Migration, ageing and small specialist | Implementation, maintenance and
skills pressures pools innovation capacity are constrained.

Source: IMF (2026); CDB (2026), author’s synthesis.

10. Debt, Fiscal Space and Recurrent Shock

Debt as both finance and inherited claim

Public borrowing allows governments to bring future revenue into the present. It is coherent when the resulting asset
or service leaves future citizens with capacity commensurate with the obligation. Debt becomes structurally disabling
when it finances recurrent consumption, repeated reconstruction of the same vulnerability, poorly prepared projects
or liabilities whose maintenance and operating costs were never budgeted.

At end-2025, aggregate ECCU public debt was estimated near 75 percent of GDP, above the regional objective of 60
percent by 2035. Progress has been interrupted by pandemics, hurricanes, high capital needs and uneven national
fiscal frameworks. The IMF estimates that natural disasters have historically added materially to public debt and
argues for stronger union-wide rules, technical capacity and accountability (IMF, 2026).

Fiscal space is a stock of capability

Fiscal space should not be understood only as room for additional borrowing. It includes revenue capacity,
expenditure quality, public assets, maintenance systems, administrative competence, fiscal buffers and the credibility
to mobilize finance during crisis. Tax concessions, guarantees, public—private partnerships and statutory-body
liabilities use this space even when they do not appear as immediate budget expenditure.

Citizenship-by-Investment and windfall governance

Citizenship-by-Investment receipts have provided important revenue in several members but are volatile and exposed
to international regulation and market shifts. Temporary inflows are most coherent when they build buffers, reduce
high-cost debt and finance durable capacity rather than permanent recurrent commitments. The governance challenge
is to separate stabilization, public investment and long-term savings mandates so that one objective does not
consume the resources required for another.

11. Where Does the Credit Go?

A structural allocation

Commercial lenders are properly concerned with repayment, capital, liquidity, and recovery. They therefore prefer
activities with established cash flows, familiar documentation, and collateral that can be valued and enforced. In the
ECCU, this often favours mortgages, property, government claims, established firms, and consumer lending. New
firms, farmers, digital businesses, cooperatives, and resilience investments may possess real capability but weak
formal accounts, uncertain markets, or limited titled property.
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This pattern is not best explained as a moral failure by lenders. It is an institutional equilibrium. Familiar sectors
generate data; data improve underwriting; successful underwriting attracts further finance. Unfamiliar sectors remain
data-poor and are rejected, leaving the cost of false rejection largely invisible. Credit bureaus, movable-collateral
registries, invoice finance, partial guarantees, sector expertise, and project aggregation are methods for changing the
information and risk environment without abandoning prudence.

Current ECCB statistics and IMF analysis show a bank-dominated system in which deposits substantially exceed
private-sector credit, household and property-related lending remain important, and bank overseas investments have
grown alongside abundant liquidity. Agriculture, fisheries and some productive sectors receive comparatively small
absolute credit flows, although national patterns vary (ECCB, 2026a; IMF, 2026).

Individual prudence and collective pattern

A mortgage secured by titled property may be safer for an individual lender than a first loan to a small exporter,
farmer or technology firm. Repeated across the system, however, such choices influence land prices, ownership,
imports and the sectoral composition of investment. Credit allocation is therefore public in consequence even when
each decision is privately underwritten.

What better evidence should reveal

The region requires data on applications, approvals, rejection reasons, pricing, collateral, maturity, borrower type,
geographic distribution and intended purpose. Low credit to a sector may reflect weak demand, poor project
preparation, risk, discrimination, inadequate infrastructure or missing markets. A serious diagnostic should identify
the bottleneck rather than infer it from the outstanding loan stock alone.

Table 5. Sectoral credit-allocation evidence

Observed pattern

Likely institutional explanation Policy implication

Limited bankable demand, risk

Deposits and system
liquidity exceed domestic
private credit

aversion, capital and liquidity
preferences, overseas asset
opportunities

Improve project conversion and risk
sharing; do not treat the difference as
idle public money.

Household, mortgage and
property lending remain
prominent

Standardized collateral, valuation and
repayment histories

Distinguish first-home and resilient
housing from speculative
acquisition.

Small productive sectors
receive limited credit

Thin markets, weak accounts, climate
and biological risks, limited collateral

Combine sector systems, contracts,
technical assistance and guarantees.

Banks increase overseas
securities exposure

Abundant liquidity and limited local
assets with suitable risk-return
characteristics

Create credible diversified regional
instruments while preserving
external diversification.

Credit-union lending
grows quickly in some
markets

Relational knowledge and member
demand, but local concentration risk

Strengthen capital, liquidity, data
and pooled services.

MSME guarantees
remain modest relative to
system credit

Guarantees alone cannot compensate
for weak pipeline and borrower
capability

Link ECPCGC expansion to
preparation, lender training and
additionality evaluation.
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12. Liquidity Without Transformation

The ECCU contains multiple pools of financial resources: commercial-bank deposits, credit-union savings, social-
security and pension assets, insurance reserves, public funds, retained corporate earnings, diaspora wealth,
development-bank resources, climate finance, and foreign investment. Yet urgent needs in energy, water, housing,
food systems, transport, digital capability, health, and ecological restoration remain underfinanced or poorly
implemented. This coexistence reveals that the binding constraint is often not the absence of money, but the
weakness of the institutional conversion chain.

A need must become a defined project. The project must become technically, legally, socially, ecologically, and
financially credible. Risks must be identified and assigned to parties capable of controlling or bearing them. The
project must then be procured, constructed, operated, maintained, and evaluated. Failure at any link prevents savings
from becoming functioning capacity.

Small administrations repeatedly purchase similar feasibility studies, legal advice, engineering, environmental
assessments, and financial models. Project preparation is often funded episodically by development partners and
retained weakly after consultants depart. Politically announced projects may advance before alternatives, lifecycle
costs, operating responsibilities, or foreign-exchange consequences are understood. The result is a pipeline
containing many aspirations but too few finance-ready, implementation-ready assets.

The conversion failure is reinforced by incentives. Consultants and project units may be rewarded when projects
advance, not when weak proposals are stopped. Ministries may prefer visible construction to maintenance. External
financing windows can determine which projects receive attention. Sunk costs and public announcements make
cancellation politically difficult. A disciplined preparation facility must therefore treat responsible rejection as an
institutional success.

Bank deposits are liabilities payable to customers, not permanent development capital. Pension and insurance assets
are fiduciary resources held against future obligations. External securities provide foreign-currency liquidity and
diversification against correlated regional shocks. The appropriate critique is therefore not that these institutions hold
liquid or foreign assets. It is that the region offers too few well-governed alternatives through which long-term
savings can own diversified productive and resilience assets.

A saver commonly faces a narrow spectrum: deposits, property, government securities, and external funds.
Productive firms depend heavily on retained earnings or bank debt. Infrastructure remains dependent on
governments, external lenders, or foreign sponsors. Without suitable bonds, pooled portfolios, investment trusts,
equity vehicles, and transparent development assets, regional savings cannot be mobilized voluntarily at scale.

The combined result is a political economy in which monetary stability is strong, but finance often follows existing
ownership and familiar assets; strategic projects remain unprepared; public investment is vulnerable to lifecycle and
governance failures; regional savings lack suitable instruments; and ecological and social costs remain external to
many financial decisions. The solution is not indiscriminate credit expansion. It is a more complete architecture of
conversion, classification, risk allocation, measurement, and accountability.

The missing conversion institutions

Liquidity becomes productive transformation only when several conditions are joined: a viable project, a capable
sponsor, suitable risk allocation, an instrument matched to the project’s cash flow, reliable implementation and a
market or public payment mechanism. A shortage at any point can stop conversion. The system therefore needs
institutions that reduce the fixed costs of preparation and make the reasons for rejection visible.

13. Ownership, Returns and Financial Outflows

The geography of claims

Financial analysis should ask not only where investment occurs, but who owns the resulting asset and where income
flows. A hotel may generate substantial gross foreign receipts while importing inputs, servicing external debt, paying
management fees and remitting profits. A locally owned property portfolio may retain income nationally while
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inflating land prices and excluding first-time buyers. Neither external nor local ownership is sufficient evidence of
coherence.

The region must distinguish gross activity from retained capability. Tourism receipts, foreign direct investment,
construction, and property sales may increase GDP and foreign inflows while also generating imported inputs,
external debt service, management fees, dividends, franchise charges, and ownership outflows. The relevant question
is not whether external capital enters, but what remains after the complete transaction: productive assets, public
revenue, skills, supplier networks, regional equity, environmental liabilities, and net foreign exchange.

The same discipline applies to import substitution. Local production may still depend on imported equipment,
energy, packaging, intellectual property, or raw materials. A credible external account should assess lifecycle imports
and savings rather than rely on labels.

Institutional savings and external assets

Banks, pension institutions and insurers hold external assets for legitimate reasons: liquidity, currency matching,
diversification and protection against correlated regional shocks. The policy objective should not be complete
localization of savings. It should be the creation of sufficiently credible regional assets that a larger share of long-
term capital can participate voluntarily without sacrificing fiduciary protection.

Value retention

Major projects should report the distribution of wages, procurement, interest, dividends, fees, taxes, ownership and
capital gains. A regional value-retention measure would not demand that every return remain local. It would make
visible whether public concessions and environmental assets are producing regional capability proportionate to the
claims granted to investors.

14. Who Is Secured by Stability?

Average stability and unequal experience

A stable currency protects all users from one form of disorder, but its benefits are mediated by income, ownership,
employment and access to services. Households with secure salaries, property, savings and insurance can convert
monetary confidence into long-term assets. Those facing irregular work, high rents, care burdens or disaster exposure
may experience the same stable prices as unaffordable prices.

Human development places people and their capabilities — not output alone — at the centre of development
assessment (Sen, 1999; United Nations Development Programme [UNDP], 2025). The relevant distributional
questions therefore include who can save, who can borrow on fair terms, who owns appreciating assets, who receives
public concessions, whose work is insecure and who bears adjustment after shock.

Groups obscured by aggregates

Young people may possess education but lack collateral and market entry. Women may carry disproportionate
unpaid care and face unequal business finance. Informal enterprises can be productive while remaining invisible to
ordinary credit systems. Rural, coastal and small-island communities may face higher transport costs and ecological
exposure. Migrants may sustain sectors without equivalent access to security. Future generations inherit debts,
institutions and ecosystems but cannot participate directly in present decisions.

Distribution as stability

Distribution is not an optional social appendix to financial stability. Extreme insecurity weakens repayment,
legitimacy and the political durability of regional institutions. A system is more robust when the benefits of stability
become capabilities that are broadly experienced rather than a protected environment within which asset ownership
becomes increasingly concentrated.
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PART IV— TOWARD A LIFE-COHERENT

FINANCIAL SYSTEM

A normative and operational framework for aligning claims with capacity

15. From Nominal Stability to Life-Capacity

Life-capacity is the ability of living persons, households, communities, institutions, productive systems, and
ecosystems to maintain and develop healthy functioning. It includes the material conditions of life — food, water,
shelter, health, energy, care, and safety — but also the capabilities required to participate, learn, produce, adapt,
cooperate, and exercise agency. Ecological systems enter the definition not as external amenities, but as the
biophysical conditions without which human and economic functioning cannot continue.

The concept does not require finance to maximize every good simultaneously. It provides a referent for evaluating
trade-offs. A loan, investment, or public policy is life-coherent when it protects or enlarges relevant capacities
without imposing intolerable harm on other indispensable capacities or transferring unsupportable claims to the
future.

Life-coherent finance is the creation, allocation, pricing, and governance of money, credit, debt, equity, guarantees,
insurance, and investment in ways directed toward durable life-capacity. It recognizes profit, interest, collateral, and
risk as legitimate components of a financial system. It rejects the assumption that a financially enforceable claim is
necessarily coherent merely because it can be collected.

Debt is coherent where the future receives both the repayment obligation and a capacity commensurate with that
obligation. Equity is coherent where investors carry genuine downside and leave behind productive capability
proportionate to the ownership claim. Public guarantees are coherent where they address a defined market failure and
purchase measurable public value. Profit is coherent where its costs are assigned honestly rather than transferred
invisibly to households, public institutions, ecosystems, or future generations.

The framework draws upon the capability approach’s insistence that development concerns what people are
substantively able to be and do, and upon life-value analysis, which evaluates institutions by whether they secure the
conditions through which life-capacities are maintained and enlarged (McMurtry, 2011; Sen, 1999). It extends the
referent beyond individuals to households, communities, institutions, productive systems and ecosystems because
each sustains the others.
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The Monetary-Financial-Development Transmission System
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Figure 4. The monetary—financial-development transmission system.

Source: Author’s synthesis.

16. The Life-Coherence Test for Credit and Investment

Seven non-substitutable questions

The seven tests are not a weighted index. Some failures are red lines. A project should not be approved because high
employment numerically offsets corruption, unmanageable fiscal exposure, or irreversible ecological harm. Nor
should a socially essential service be rejected because it cannot produce direct foreign exchange. The tests make the
complete relationship visible and guide selection of the appropriate instrument.
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The Seven-Part Life-Coherence Test for Finance

Y Life-necessity

N\

\.

//L\ »
Does finance
protect, restore
or enlarge
life-capacity?

.
o

\./'
@ External viability

.. [ #®e Democratic
. @ .ccountability

Regeneration

@ Resilience

Figure 5. The seven-part Life-Coherence Test for finance.

Source: Author’s synthesis.

Table 6. Life-coherence assessment matrix

Core question

Indicative evidence

Life-necessity

Does the activity improve or undermine
access to essential conditions?

Food, water, shelter, health, energy,

education, mobility and ecological
security.

Does it build enduring capability or only

Skills, functioning assets, enterprise

decision power; who bears cost and risk?

Capacity . . capability, maintenance and institutional
present consumption and claims? .
learning.
e Who receives benefit, ownership and Income, assets, debt burden, public
Distribution

support and affected communities.

External viability

Does it earn or conserve FX or reduce
external vulnerability?

Net external receipts, imports avoided,
lifecycle FX obligations and resilience.
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Test Core question Indicative evidence
.. . Hazard exposure, insurance, buffers,

Resilience Can the activity and surrounding systems continuit predundanc and recove

withstand and recover from shocks? . Y y i

time.
. Does it preserve or restore living Water, soil, coast, biodiversity, pollution,

Regeneration . .

foundations? resource cycles and restoration.
Democratic Are purpose, ownership, support, risk and | Disclosure, participation, grievance,
accountability outcomes visible and contestable? audit, evaluation and corrective action.

Source: Author’s synthesis.

Judgment rather than automatic scoring

The tests should not be collapsed into one number that allows a high score in one area to cancel a critical failure in
another. Red lines — such as corruption, severe ecological harm or unmanageable public liability — override
aggregate benefit. The framework is a disciplined way to expose trade-offs and identify the appropriate instrument,
conditions and decision authority.

17. Foreign-Exchange-Aware Development

The fixed exchange rate places particular importance on the external account. Domestic credit can generate demand
for imported vehicles, building materials, equipment, fuel, software, and services even when the borrower has no
foreign-currency loan. Major projects should therefore prepare an FX lifecycle statement covering imported capital,
operating imports, external revenue, imports displaced, foreign interest, dividends, fees, maintenance, and
replacement.

This discipline should favour — subject to the other tests — activities that diversify external earnings, increase the
net yield of tourism, reduce fuel and food imports, localize maintenance, build professional and digital exports, and
reduce disaster reconstruction. Yet a life-coherent portfolio must also finance health, education, water, care, and
ecological protection. These may remain net FX consumers. Their viability depends upon the strength of the wider
portfolio, public revenue, grants, and concessional external finance.

Net rather than gross external contribution

Foreign-exchange analysis should include initial imported capital goods, recurring imported inputs, external debt
service, fees, profit remittances, foreign revenue, imports displaced and losses avoided. Gross tourism receipts or
export sales can overstate the amount available to sustain the wider economy. Conversely, resilience and prevention
can conserve foreign exchange by avoiding reconstruction imports and service interruption.
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Foreign-Exchange Consequences of Different Credit Pathways
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Figure 6. Foreign-exchange consequences of different credit pathways.
Source: Author’s synthesis.

Table 7. Foreign-exchange effects of selected investments

Investment Potential FX contribution Principal cautions
Renewable energy Reduces fuel imports and operating Imported equipment, grid integration,
and efficiency costs maintenance and technology lock-in.
Regional food Displaces selected imports and Imported inputs, water, scale, standards,
systems reduces supply vulnerability transport and market contracts.

Digital and Earns external revenue with limited Platform fees, skills, cybersecurity,
professional services | physical imports intellectual property and ownership.

. . Maintains or expands external Import leakage, profit remittance, water,
Tourism upgrading . .

receipts land, hazard and market concentration.

Avoids health, tourism and disaster Diffuse cash flow often requires public or
Water and wastewater .

costs concessional finance.
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Investment Potential FX contribution Principal cautions
. Reduces high-cost treatment and Benefits are partly fiscal and social rather
Preventive health . ]
external care than direct project revenue.
Resilient housing and | Avoids reconstruction imports and Standards, insurance, land use,
infrastructure interruption affordability and verification.
Transport and Enables regional production and High capital and operating costs, scale,
logistics reduces fragmentation governance and fuel exposure.

Source: Author’s synthesis based on IMF (2026), CDB (2026) and the Life-Coherence Test.

18. The Civil Commons of Regional Production

The common currency has integrated monetary settlement more deeply than the region has integrated production.
The next task is to construct shared enabling systems through which eight small jurisdictions can function as a larger
productive space without erasing local diversity. A regional civil commons is neither a regional superstate nor a
permanent subsidy mechanism. It is the collective provision of capabilities whose benefits cross borders and whose
absence keeps every member unnecessarily small.

Priority commons include transport and logistics, pooled procurement, standards and certification, laboratories,
research and extension, technical training, digital infrastructure, project preparation, energy services and
maintenance, food storage and cold chains, health procurement and diagnostics, disaster inventories, circular-
economy systems, and ecosystem stewardship. Production should be understood broadly. It includes maintenance,
repair, care, knowledge, and the social and ecological reproduction of capability — not manufacturing alone.

Regionalization should follow subsidiarity. Functions should be pooled where fixed costs, network effects, standards,
risk diversification, bargaining power, or scarce expertise make regional scale superior. Functions should remain
local or national where contextual knowledge, participation, and short feedback loops are decisive. Regional does not
mean centralizing everything.

Subsidiarity and scale

Regionalization should occur where shared provision creates material economies of scale, interoperability or
resilience. Local and national institutions should retain functions requiring proximity, contextual knowledge and
direct accountability. The principle of subsidiarity therefore asks not whether a function is important, but at which
level it can be governed most competently and democratically.

The OECS Economic Union provides a legal basis for a single economic and financial space, but institutional
realization remains uneven (OECS, 2010). Finance can help close that implementation gap only when regional
standards, procurement, transport, professional recognition and national execution move together.

19. Finance Within Ecological Limits

Financial contracts may extend over decades, but their value remains dependent on habitable land, water,
ecosystems, public health, and climate resilience. A project should not be called viable if its return depends upon
progressive degradation of the systems supporting its own future cash flow and collateral. Prevention should precede
compensation: avoid unnecessary harm, minimize unavoidable harm, restore affected systems, and compensate only
legitimate residual harm. Irreplaceable capacity should not be destroyed because an offset can be purchased
elsewhere.
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Natural systems as productive and protective assets

The comprehensive-wealth approach broadens the national balance sheet beyond produced assets to human and
natural capital, while the System of Environmental-Economic Accounting links economic activity to physical stocks,
flows and ecosystem condition (United Nations et al., 2014; World Bank, 2024). For small islands, water, reefs,
mangroves, fisheries, soils and habitable coasts are both productive and protective infrastructure.

Climate and insurability

Climate risk enters finance through collateral values, business interruption, insurance availability, public
reconstruction costs and the operating reliability of infrastructure. Better risk information should distinguish
investment that adds avoidable exposure from investment that finances adaptation, retrofit or orderly relocation.
Abrupt withdrawal of finance from exposed communities can deepen vulnerability if no transition pathway exists.

Ecological limits should therefore enter project preparation, land use, underwriting, guarantees, public investment
and measurement. Monetary valuation may support decisions, but critical natural systems should also be monitored
through physical condition and thresholds because not every loss can be substituted by more produced capital.
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PART V — PRESERVING THE ANCHOR,

TRANSFORMING THE VESSEL

Institutional design, allocation, accountability and transition

20. Principles for Institutional Design

Prudence protects depositors, pensioners, insurers, taxpayers, and the currency union. Developmental ambition does
not justify weak underwriting, thin capital, delayed loss recognition, or politically compelled loans. At the same time,
prudence should not be reduced to repetition of the safest historical portfolio. A capable system improves its ability
to understand new but valuable activities and allocates each risk to the institution best able to bear or govern it. The
answer to unfamiliar risk is often preparation, guarantees, insurance, equity, aggregation, or public infrastructure —
not denial that the risk exists.

Debt is suitable where revenue, savings, or fiscal support can service fixed repayment. Equity should carry uncertain
growth and enterprise risk. Grants should finance public goods and early preparation that do not generate a repayable
cash flow. Guarantees should address specified credit barriers while preserving lender risk. Insurance should cover
definable uncertain events, not substitute for maintenance or land-use planning. Taxes and general revenue should
support universal and redistributive functions. Blended finance should separate risks clearly rather than obscure who
is paid and who is liable.

Twelve design principles

1. Compatibility with the peg: developmental action must preserve reserve adequacy, convertibility and confidence.

2. Financial and fiscal integrity: losses, guarantees and operating commitments must be recognized rather than

hidden.

Additionality: public support should change an outcome that ordinary finance would not produce adequately.

Functional specialization: grants, debt, equity, guarantees and insurance should be matched to the risks they can

govern.

Project preparation before capital mobilization: investable assets must precede large funds.

Regional pooling where scale is required and national or local responsibility where proximity matters.

Professional independence in individual credit and investment decisions.

Fiduciary protection for deposits, pensions, insurance assets and household savings.

9. Foreign-exchange awareness over the complete lifecycle of major projects.

10. Ecological safeguards and restoration obligations proportional to potential harm.

11. Transparency of beneficial ownership, public support, contingent liabilities and outcomes.

12. Correctability: programmes and institutions must be capable of redesign, merger or closure when evidence
requires 1it.

bl

e e

These principles transform the central metaphor into a constitutional rule: preserve what already protects life, repair
the missing functions around it and refuse reforms whose financing or governance would destabilize the achievement
they claim to complete.

21. A Regional Architecture for Development Finance

The first operational priority is a permanent regional capacity for project preparation. It should support prefeasibility
and feasibility studies, engineering, market analysis, lifecycle costing, FX analysis, environmental and social
assessment, legal structuring, procurement design, stakeholder engagement, and operating plans. It should create
common templates for recurring project types and a secure project data room, while strengthening national project
units through joint work and secondment.

Preparation finance should be differentiated. Public goods and strategic concepts may require grants; projects
reaching financial close may repay part of preparation cost; sponsors should contribute where private benefit is
substantial. The facility must remain independent enough to stop or redesign weak projects. A project rejected early
can preserve more public value than a project financed badly.
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The recommended starting institution is a legally separate, non-deposit-taking Regional Development Finance
Platform rather than an immediate full-service development bank. The Platform would perform the functions
currently fragmented or absent: project aggregation, wholesale long-term funding, co-lending, guarantees, technical
assistance, specialized appraisal, and common outcome reporting. Its capital and liabilities should remain separate
from the ECCB’s reserve balance sheet.

The Platform should work primarily through accredited national development banks, commercial banks, credit
unions, funds, and other intermediaries that already possess customer relationships and servicing capacity. Direct
lending should be limited to cross-border infrastructure, unusually large or specialized transactions, and cases where
no suitable intermediary exists. Participating lenders should retain meaningful risk, preserving incentives for proper
underwriting and recovery.

A small number of specialized windows can align expertise, capital, and measurement. Initial windows might cover
productive transformation; energy and resilience; MSMEs and cooperatives; food and the blue economy; housing
and community resilience; ecological regeneration; and cross-border infrastructure. Each should possess separate
eligibility, accounts, risk limits, and reporting. Activities without sufficient cash flow should not be hidden inside
commercial-return funds.

Projects carry different risks: preparation, construction, technology, market, borrower, policy, climate, and public-
good risk. These should be separated rather than transferred indiscriminately to one lender or government.
Preparation risk belongs largely with grants, sponsor equity, or recoverable technical assistance. Construction risk
should remain with sponsors, contractors, insurers, and performance bonds. Market risk may be reduced through
credible contracts and procurement. Climate risk requires resilient design, insurance, catastrophe clauses, and public
contingency finance. Public-good benefits require grants, taxes, or explicit availability payments.

The Caribbean Development Bank (CDB) is an indispensable partner, with an established mandate in sovereign
lending, private-sector development, technical assistance, resilience, and regional integration. Its 2026—2035 strategy
emphasizes bankable projects, catalytic capital, institutional strength, and measurable regional resilience (CDB,
2026). The ECCU should develop embedded subregional origination, aggregation, and monitoring functions that
enlarge CDB reach rather than reproduce a competing Caribbean-wide institution.

The Eastern Caribbean Partial Credit Guarantee Corporation provides an existing regional mechanism for sharing
MSME credit risk while leaving originating lenders exposed. It should be strengthened through capital, data,
technical assistance, and differentiated products rather than duplicated. National development institutions should
retain local access and knowledge, but participation in wholesale facilities should require minimum standards of
governance, reporting, asset quality, and consumer treatment.
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Proposed Life-Coherent Financial Architecture
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Figure 7. Proposed life-coherent financial architecture.
Source: Author’s synthesis.

Table 8. Existing institutions and potential complementary roles

Institution Primary role in the architecture Critical boundary or
safeguard
Monetary Council Authorize strategy, legislation, capital Do not select individual
and governments contributions and explicit public risk borrowers or raid reserves.
Protect the anchor; provide prudential, Remain separate from ordinary
ECCB credit, data, conduct, payment and market | project lending and development-
infrastructure fund liabilities.

Connect finance with regional production, | Avoid duplicating financial

OECS Commission trade, standards, mobility and sector policy | appraisal and supervision.

. Provide development-finance scale, The ECCU platform should
Caribbean . . . .
concessional resources, project preparation | complement rather than duplicate
Development Bank
and co-finance CDB.
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Institution Primary role in the architecture Critical boundary or
safeguard
Regional Prepare and aggregate projects; provide Non-deposit-taking, separately
Development wholesale finance, guarantees and capitalized, professionally
Finance Platform monitoring governed.
National Access conditional on

Originate, prepare, implement and

development - . . governance, risk and reporting
o maintain borrower relationships
institutions standards.
. . - . . No compulsory quotas or
Commercial banks Underwrite, originate, service and retain P A ..
o . . complete transfer of underwriting
and credit unions meaningful risk e
responsibility.
. . .. Additionality, lender risk
Provide partial guarantees for eligible . Y. A
ECPCGC . retention, claims discipline and
MSME credit .
evaluation.
. . . . . Fiduciary duty, liability matching,
Pensions, insurers Provide suitable long-duration and Ty cuty Y &

. . tod luati d volunt
and capital markets diversified finance custocy, valuation and voluntary

participation.
Communities and Provide local knowledge, scrutiny, Participation must be connected to
civil society participation and claims for remedy response and non-retaliation.

Source: CDB (2023, 2026); ECCB (2025), Independent Evaluation Group (2026), author’s synthesis.

22. Mobilizing Eastern Caribbean Savings

A life-coherent savings strategy begins with household and fiduciary security. Transaction balances, emergency
savings, insurance, and near-term obligations should not be converted into illiquid developmental risk. Pension
funds, social-security institutions, insurers, credit unions, and banks should invest according to liability, liquidity,
diversification, risk, and fiduciary duty. No project acquires a claim on these resources merely because it is regional
or socially desirable.

The region’s task is to build an asset spectrum that can earn voluntary participation. Possible instruments include
development-platform bonds, pooled project bonds, infrastructure and income funds, resilient-mortgage portfolios,
renewable-energy receivables, corporate bonds, diversified regional equity, venture and growth funds, cooperative-
capital instruments, retail investment trusts, and diaspora bonds. The safest entry point for small savers is generally a
diversified and relatively senior claim, not first-loss exposure to one politically promoted project.

Different savings, different obligations

Household transaction deposits, term deposits, pension assets, insurance reserves, credit-union shares, public
stabilization funds, corporate cash and diaspora wealth have different owners, maturities and liquidity needs.
Mobilization should begin from those obligations. Short-term withdrawable savings cannot be treated as permanent
development equity; catastrophe-exposed insurers cannot concentrate their assets in the same regional risks that
generate claims; and pension trustees must preserve beneficiaries’ long-term interests.
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An investable asset spectrum

The region should build a ladder from protected deposits and liquid securities to diversified income funds,
development bonds, resilient-mortgage and energy portfolios, infrastructure funds, corporate debt, growth equity and
venture capital. Small savers should ordinarily enter through transparent, diversified and relatively senior
instruments. Riskier and illiquid layers should be held by investors whose mandates, information and loss-bearing
capacity are appropriate.

The RGSM and wider Eastern Caribbean securities infrastructure provide an existing regional base for issuance and
retail participation. Their deepening should not produce only more sovereign concentration; it should gradually
widen the range of credible corporate, utility, development-platform and pooled assets (ECCB, 2025, 2026a).

From Pooled Savings to Regional Life-Capacity
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Mobilization through investable quality—not coercion
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Figure 8. From pooled savings to regional life-capacity.

Source: Author’s synthesis.

23. Purpose-Governed Credit

Credit governance should add function to conventional sector and borrower classifications. Loans may be tagged as
productive-capacity, FX-earning, FX-conserving, resilience, regenerative, capability, essential-service, first-home,
asset-acquisition, consumption-smoothing, discretionary-consumption, speculative, refinancing, or mixed. The tag
does not determine approval; it allows institutions and regulators to understand the aggregate allocation of future
purchasing power.

Every material loan should pass two gates. First, can the borrower repay under plausible conditions? Second, what
capacity, exposure, and distributional effect will the loan create? Collateral remains a secondary repayment source,
not the sole definition of creditworthiness. Credit bureaus, positive payment histories, movable collateral,
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receivables, verified contracts, and sector expertise can widen responsible access. Guarantees should target viable
borrowers blocked by identifiable institutional barriers, not absent demand or incompetent management.

Two gates

Purpose-governed credit preserves two separate gates. The first asks whether the borrower and transaction can repay
under plausible conditions. The second asks what capacity, exposure, ownership and external obligation the loan
creates. A desirable purpose cannot compensate for inability to repay. Strong collateral does not make every financed
activity developmentally coherent.

A functional credit taxonomy

Material credit can be tagged as productive-capacity, FX-earning, FX-conserving, resilience, regenerative, capability,
essential-service, asset-acquisition, asset-enhancement, consumption-smoothing, discretionary-consumption,
speculative or refinancing credit. Multiple tags may apply. The objective is to observe portfolio function, not to
moralize ordinary private consumption or impose automatic approval rules.

The enabling infrastructure already being developed in the ECCU — EveryData ECCU, secured-transactions and
collateral-registry reform, financial-conduct architecture and ECPCGC — can widen cash-flow and movable-
collateral lending while preserving responsible underwriting (ECCB, 2025). The guarantee project’s evaluation also
shows that technical assistance, lender participation and scale matter; a guarantee facility alone cannot transform the
credit system (Independent Evaluation Group, 2026).

Portfolio and hardship governance

Lenders should monitor purpose, sector, geography, ownership, hazard and group concentration. Consumer
protection should address affordability, total cost, sales incentives, restructuring and collection. Temporary hardship
should be distinguished from strategic non-payment; viable borrowers need routes to restructuring, while losses and
unviable claims must be recognized honestly.

24. A Life-Coherent Investment Taxonomy

Terms such as green, productive, resilient, inclusive, and strategic are too broad to govern financial privilege without
clearer criteria. A common taxonomy should identify the type of capacity created, the safeguards required, and the
evidence needed. It should classify the actual activity or project rather than assign virtue to an entire sector.
Agriculture, tourism, energy, housing, and technology each contain activities that may be regenerative, transitional,
neutral, speculative, or harmful.

The taxonomy should draw on the structural discipline of established sustainable-finance systems: substantial
contribution, avoidance of significant counter-harm, minimum safeguards, technical criteria, management of
proceeds, and outcome reporting (European Commission, 2026; International Capital Market Association [[CMA],
2025a; World Bank, 2020). Its scope must be broader than environmental finance because the ECCU also requires
classification of essential services, productive capability, foreign-exchange effects, regional integration, and
inclusive ownership.

The proposed classes are: life-protective; capacity-maintaining; restorative; productive-capacity; FX-earning; FX-
conserving; enabling; resilience; regenerative; inclusive asset-building; transitional; neutral; speculative;
dependency-deepening; and extractive or harmful. An investment may carry several functional tags, but it should
receive one alignment status: aligned, conditionally aligned, transitional, neutral, non-aligned, excluded, or
unclassified.

Transitional status must not become permanent ambiguity. It requires a baseline, material improvement, dated
milestones, financing for later stages, an assessment of lock-in, and a sunset. A modest efficiency gain should not
receive the same recognition as full alignment. Nor should taxonomy status create automatic prudential relief or a
right to subsidy. Alignment indicates public-purpose compatibility; it does not establish that the borrower can repay
or that the asset is fairly priced.
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Alignment conditions

The proposed taxonomy adapts lessons from sustainable-finance frameworks without reducing life-coherence to
environmental labeling. Full alignment requires five conditions: substantial contribution to at least one life-capacity
objective; no intolerable counter-harm; compliance with minimum social, legal, financial and ecological safeguards;
appropriate technical criteria; and transparent evidence. This parallels the architecture of the EU taxonomy while
extending the evaluative field to essential services, productive capacity, distribution, external viability and regional
agency (European Commission, 2026).

Use-of-proceeds instruments should follow credible selection, management and reporting processes. The Green
Bond Principles identify use of proceeds, project evaluation and selection, management of proceeds and reporting as
the core components of market integrity (ICMA, 2025a). Transitional activities require a baseline, substantial
improvement, milestones, lock-in analysis and sunset provisions rather than indefinite amber status (ICMA, 2025b).

Classification without automatic privilege

Taxonomy eligibility is not the same as alignment; alignment is not creditworthiness; and creditworthiness is not
proof of public value. Early use should support project preparation and disclosure. Guarantees, concessions or
investment mandates should be linked only after criteria, verification and governance have demonstrated reliability.

25. Measuring What the Anchor Is For

Measurement should join two accounts. Panel A asks whether the anchor remains secure: reserves, import coverage,
inflation, payment continuity, bank and non-bank soundness, public debt, debt service, contingent liabilities, and
major systemic exposures. Panel B asks whether the purpose is being fulfilled: essential access, human and
productive capability, distribution, external viability, resilience, ecological regeneration, and democratic
accountability.

The dashboard should avoid both reductionism and metric overload. GDP, reserves, debt, and profitability remain
necessary, but they should be interpreted alongside stocks of produced, human, institutional, and natural capital. The
World Bank’s comprehensive-wealth framework is valuable because it asks whether current production is
accumulating or consuming the asset base inherited by future generations (World Bank, 2024). UNDP’s human-
development framework similarly emphasizes that income is a means to capability rather than the final criterion of
development (UNDP, 2025).

No single Life-Coherence Index should allow one gain to offset every other failure. A strong reserve position cannot
compensate for unsafe water, and rising produced capital cannot replace a collapsing reef or watershed beyond
critical thresholds. A hierarchical dashboard should contain a limited set of headline outcomes, supporting diagnostic
indicators, operational indicators for institutions, and project-level evidence beneath them.

Headline questions include: Is the currency anchor secure? Is the financial system sound? Are households more
capable of meeting essential needs? Is productive capacity increasing? Is ownership broadening? Is the region
earning or conserving more foreign exchange? Are debt and financial claims supportable? Can essential systems
recover after shock? Are critical ecological assets improving or deteriorating? Are regional institutions reducing
costly fragmentation? Are public support and private ownership transparent? Are future generations receiving more
capacity than liability?

Indicators should distinguish input, process, output, outcome, and impact; flows from stocks; average conditions
from distribution; level from direction and rate; and ordinary performance from resilience after shock. Maintenance,
asset functionality, recovery time, household emergency buffers, enterprise survival, net foreign-exchange yield,
ownership of returns, ecological condition, and implementation of audit recommendations are often more revealing
than expenditure or disbursement alone.

Persistent data gaps constrain effective surveillance and development planning. The IMF’s 2026 assessment
identifies weaknesses in national accounts, external statistics, labour-force data, non-bank financial data, housing
valuations, and household and firm balance sheets, and recommends stronger regional pooling and shared systems
(IMF, 2026). High-quality data should be treated as productive infrastructure. Regional standards, platforms,
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methods, and specialist teams can reduce duplicated fixed costs while national statistical offices retain responsibility
for primary data and local context.

A dashboard that never affects budgets, guarantees, credit products, procurement, or project design becomes ritual.
Every headline indicator should have a custodian, publication schedule, threshold or direction, responsible policy
institution, and response pathway. Major projects should compare ex-ante claims with ex-post outcomes.
Programmes should report commitments, disbursement, functioning capacity, loss, additionality, distribution, and
ecological effect separately.

The HDIs central insight is that people and capabilities — not growth alone — should be the ultimate criteria of
development, while comprehensive-wealth accounting asks whether produced, human and natural asset stocks are
being maintained for the future (UNDP, 2025; World Bank, 2024). Environmental-economic accounting adds a
coherent statistical framework for connecting economic activity to natural inputs, residual flows and ecosystem
condition (United Nations et al., 2014; United Nations et al., 2024).

Table 9. Proposed Anchor-and-Purpose Dashboard

Panel or domain Headline questions lllustrative indicators

Backing ratio, reserves, import
Anchor: monetary g > > Imp

o Is the currency secure? coverage, inflation, payment
credibility y Tage, > bay
continuity.
. e . . Capital, liquidity, non-performin
Anchor: financial Can institutions continue essential P quidity pet g
. . . loans, deposit protection, insurance
integrity functions?
solvency.
. .. . Debt, debt service, arrears, buffers,
Anchor: fiscal Can public obligations be met without .
o L . guarantees and public-investment
compatibility disabling accumulation?

space.

Food insecurity, water reliability,
housing burden, health access, energy
burden and care.

Can people obtain essential conditions

Life-necessity reliably and affordably?

. Learning, skills, enterprise survival
Are durable human, productive and 5 ’ P ’

Capacity o S . productive investment, infrastructure
institutional capabilities growing? . .
function and maintenance.
. Median income, poverty, ownership
. Who receives income, assets, ’ ’ L
Distribution debt burden, first-home and credit

opportunity and risk?
pp Y access.

Net FX yield, import dependency,
export diversification, external debt
and income outflows.

Can the union sustain required

External viability external payments?

Buffers, insurance, continuity,
recovery time, repeated loss and
catastrophe finance.

Can households and systems

Resilience .
withstand and recover from shock?
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Panel or domain Headline questions lllustrative indicators
.. .. . Water, coast, reef, mangrove, land,
. Are critical living systems maintained .
Regeneration energy, pollution and ecosystem
or restored?
trends.
. . Data timeliness, guarantees, beneficial
Democratic Can power, support, ownership and .
o . ownership, contract transparency,
accountability failure be seen and corrected? . .
evaluation and grievance.

Source: UNDP (2025),; World Bank (2024),; United Nations et al. (2014),; United Nations et al. (2024),; author’s
synthesis.

A limited hierarchy rather than metric overload

The global SDG framework contains 234 unique indicators and demonstrates the breadth of sustainable-development
measurement, but the ECCU should not reproduce the entire system as an operational dashboard (United Nations
Statistics Division, 2026). A small set of constitutional outcomes should sit above diagnostic and project-level
indicators. Missing data should be reported as an institutional gap with an assigned plan, not hidden behind false
precision.

26. Governance, Accountability and Protection Against Capture

Capture is the sustained distortion of institutional purpose, rules, decisions, or information so that a political group,
firm, professional network, bureaucracy, or other powerful actor secures disproportionate benefit while costs are
transferred to weaker actors, the public, future generations, or living systems. It is broader than bribery. It may be
legal, relational, epistemic, or embedded in the design of rules.

Development finance is especially vulnerable because it combines scarce capital, public purpose, difficult-to-
measure outcomes, long time horizons, and political visibility. Taxonomies create valuable labels; guarantees
conceal contingent cost; project preparation can become self-validating; pension mobilization can become financial
repression; and regional institutions can become socially distant technocratic networks. Governance must be
designed for these pressures rather than assume virtue will neutralize them.

Political authorities should determine mandate, strategic priorities, capital contributions, and acceptable public risk.
They should not select ordinary borrowers or contractors informally. Project preparers should not approve their own
financing. Business-development functions should be separated from risk, compliance, audit, and evaluation.
Integrity and complaints bodies should be able to investigate senior management and financed projects without
operational permission.

Boards should combine democratic legitimacy and professional competence. Directors nominated by governments or
stakeholders should owe fiduciary duties to the institution’s lawful purpose, not act as instructed agents seeking
national shares. Fit-and-proper assessment, transparent appointment, staggered terms, conflict registers, meaningful
recusal, independent committees, board evaluation, and recorded dissent are essential. Executive incentives should
balance financial sustainability, additionality, developmental outcomes, integrity, and learning; they should not
reward disbursement or asset growth alone.

Material recipients of regional finance, contracts, guarantees, concessions, and strategic licences should disclose
verified beneficial ownership and related parties. Governments should maintain public registers of guarantees, tax
expenditures, major contracts, and material variations. Development institutions should report arrears, restructuring,
guarantee claims, write-offs, recovery, and the value of public support. Confidentiality should protect legitimate
commercial and personal information, not conceal the terms through which public value is transferred.

Procurement is a strategic profession, not clerical tendering. Need, specifications, market conditions, lifecycle cost,
conflicts, evaluation criteria, contract variation, and performance all require competence and transparency. Open
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contracting can preserve speed and integrity, including during emergencies. Protected whistleblowing provides early
warning of falsified data, pressure, procurement manipulation, or concealment of loss. Communities and affected
persons require an independent route to raise environmental, social, labour, and access harms, with authority for
correction, restoration, compensation, suspension, or referral.

Transparency is incomplete without consequences. Governance must permit escalating responses: advice, corrective
plan, enhanced monitoring, restriction, suspension, removal, recovery, debarment, and legal referral. Institutions
should publish what failed, who bears the loss, which safeguards failed, and what changes follow. A system becomes
trustworthy not by pretending never to fail, but by demonstrating that reality can update the model.

Capture beyond bribery

Capture may be political, private, bureaucratic, professional, national, regional, epistemic, technological or
intergenerational. It occurs when legitimate authority is persistently redirected toward a narrower interest while costs
are transferred to weaker actors, the public, ecosystems or the future. Conflict-of-interest rules are therefore effective
only when declarations are verified, conflicts are resolved and revolving-door risks are governed in practice (OECD,
2026).

Open contracting and beneficial-ownership disclosure make it harder to conceal repeated awards, related bidders,
hidden controlling interests and post-award variation. Transparency must be connected to professional procurement,
independent investigation, remedy and sanctions; publication without consequence is not accountability (World
Bank, 2023).

The minimum governance package

A public legal mandate with explicit prohibited activities.

Separation of strategy, preparation, investment approval, risk, compliance, audit and evaluation.
Professional boards with fit-and-proper standards, term limits, conflict registers and recorded recusals.
Verified beneficial ownership for material finance, contracts, concessions and guarantees.

Public registers of major transactions, contingent liabilities, tax expenditures and contract variations.
Protected whistleblowing, accessible complaints and non-retaliation.

Independent evaluation and public management responses.

Periodic mandate review, sunset provisions and authority to merge, redesign or close weak functions.

27. A Sequenced Transition

The ECCU cannot suspend ordinary monetary, fiscal, and financial operations while redesigning its institutions. The
transition must occur under load. Deposits must remain safe, payments must continue, governments must meet
obligations, and ordinary credit must remain available. A coordinated “big push” should therefore not become a
simultaneous launch of every institution and instrument. Direction should be bold; sequence should be disciplined.

The governing maxim is: build the rules before the privileges, the pipeline before the fund, the safeguards before the
scale, the evidence before mandate expansion, and the capacity before claims become irreversible. Early reforms
should be relatively low in balance-sheet risk and high in coordination, governance, data, preparation, and capability.
Scale should follow demonstrated function.

The immediate period should adopt an ECCU Financial Transition Compact affirming preservation of the peg,
rejection of reserve financing for ordinary development projects, protection of deposits and pensions, professional
credit judgment, and commitment to the Life-Coherence Test. A small, time-limited steering mechanism should
coordinate workstreams without approving transactions. The region should complete institutional, savings, and
project-pipeline maps; establish the project gateway and preparation facility; publish guarantee and tax-expenditure
registers; standardize beneficial ownership and conflicts; complete ongoing credit, conduct, non-bank standards,
secured-transactions, and insolvency reforms; and publish a provisional Anchor-and-Purpose baseline.

From 2028 to 2030, the Platform should be established legally and capitalized modestly through member
contributions, CDB and multilateral participation, climate finance, grants, and defined concessional facilities. It
should not receive a blanket sovereign guarantee. Two or three pilot portfolios should be selected for readiness and
learning value — such as energy efficiency and distributed resilience, food systems and productive MSMEs, or
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resilient housing and water retrofits. Wholesale delivery, lender risk retention, verified use of funds, prompt-payment
rules, and independent evaluation should be built into the pilots.

Institutional investors should enter only after early preparation and construction risks have declined. A conservative
bond or pooled fund could refinance mature, diversified, performing assets. Purpose-tagging and taxonomy use
should expand, but prudential privileges and lending quotas should remain off limits. The first annual State of the
Anchor and Life-Capacity Report should connect dashboard findings to budgets and public-investment gateways.

A formal independent review should precede scale. It should assess financial performance, guarantee additionality,
provisioning, public liabilities, project functionality, foreign-exchange effect, distribution, ecological outcomes,
governance, complaints, and institutional cost. High disbursement should not compensate for weak additionality or
capture. The review should recommend expansion, redesign, merger, limitation, or closure of each function.

Successful windows should then be integrated into ordinary regional finance. The Platform may issue development
bonds backed by transparent assets; professionally managed infrastructure, income, enterprise-equity, housing, and
ecological funds may emerge; banks may refinance mature portfolios; and corporate debt and equity markets may
deepen. Taxonomy classifications can guide selected public guarantees, concessions, and procurement after criteria
and verification mature. Regional civil-commons portfolios should connect finance with transport, food, energy,
water, health, digital systems, standards, and maintenance rather than support isolated assets.

After a decade of operating evidence, the region can decide whether the Platform should remain a coordinating
finance corporation, become a family of specialized funds, merge functions into existing institutions, or evolve into a
formal regional development bank. Institutional form should follow demonstrated capability, not symbolic ambition.
Greater regional ownership should coexist with necessary external diversification, trade, technology, and investment.
Mature regionalism is selective interdependence, not autarky.
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Sequenced Transition for the Next Fifty Years
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Figure 9. Sequenced transition for the next fifty years.

Source: Author’s synthesis.
Non-negotiable safeguards
No use of ECCB reserve assets as a general development fund.
No compulsory pension, insurance, credit-union, or household allocation to preferred projects.
No ministerial borrower lists or politically directed lending.
No blanket sovereign guarantees or hidden contingent liabilities.
No large fund before a prepared project pipeline and governance structure exist.
No taxonomy privilege without evidence, verification, and the possibility of loss of status.
No construction project without operating, maintenance, and lifecycle financing.
No retail investment without suitability, diversification, custody, and clear liquidity terms.

No scaling without independent evaluation, public reporting, and a credible correction mechanism.
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Table 10. Immediate, medium-term and long-term policy actions

Horizon

Priority actions

Gate for progression

Foundation: 2026—
2027

Transition compact; institutional, savings and project
maps; preparation facility; governance standards;
guarantee and tax-expenditure registers; credit,
conduct, collateral and insolvency reforms;
provisional taxonomy and dashboard.

Common definitions,
assigned responsibilities,
operating project gateway and
public baseline.

Demonstration:
2028-2030

Modest legally separate Platform; two or three pilot
windows; stronger ECPCGC; verified portfolios;
first suitable institutional-investor instrument;
public-investment gateways.

Independent 2030 assessment
of financial performance,
additionality, governance,
distribution, FX and
ecological outcomes.

Integration: 2031—
2035

Scale successful windows; development bonds and
funds; refinancing of mature portfolios; deeper
corporate and equity markets; taxonomy-linked
public support; regional productive commons;
ecological and maintenance accounts.

Evidence of functioning
assets, credible risk
allocation, fiscal
compatibility and institutional
correction.

Maturity: 2036+

Review permanent institutional form; deepen
regional ownership and productive ecosystems;
intergenerational and resilience funds where
appropriate; complete statistical commons; retire
obsolete programmes.

Continued monetary
confidence with measurable
gains in capability, resilience,
distribution and ecological
condition.

Source: Author’s sequenced reform proposal.

Rules before privileges. Pipeline before fund. Governance before capitalization. Evidence before

scale.
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Conclusion — The Next Fifty Years

The Eastern Caribbean should approach the fiftieth anniversary of the EC dollar peg with justified pride. The region
constructed a durable monetary commons and defended it through circumstances that repeatedly exposed the
fragility of small states. The anchor has protected confidence, convertibility, payment continuity, and a shared
institutional identity. It should not be abandoned in pursuit of an imagined freedom from the foreign-exchange and
credibility constraints that would remain after the peg disappeared.

But an anniversary also asks what has been made possible by the institution being celebrated. The anchor cannot
choose the vessel’s destination. It cannot ensure that savings become productive assets, that credit broadens
ownership, that public debt leaves behind functioning infrastructure, that foreign investment deepens regional
capability, or that economic activity remains within ecological limits. Those tasks belong to the wider architecture.

The next fifty years should therefore be organized around institutional completion. The region should extend to
development finance the same seriousness it applies to monetary stability: clear mandates, measurable constraints,
pooled expertise, professional administration, public accountability, and disciplined correction. It should build the
project-conversion capacity through which genuine needs become financeable assets. It should create voluntary
instruments through which regional savings can own the future they finance. It should govern credit according to
both repayment and purpose. It should name harmful, dependency-deepening, transitional, and regenerative
investment honestly. It should measure whether the vessel is becoming stronger, not only whether the anchor
remains attached.

The reform is neither a retreat from markets nor a claim that public institutions can eliminate risk. Markets, firms,
banks, investors, and external partners remain indispensable. The task is to allocate different risks and functions to
the institutions capable of governing them, while ensuring that public support purchases public value and that those
receiving upside carry meaningful downside. Developmental ambition must remain compatible with reserve
protection, fiscal sustainability, fiduciary duty, implementation capacity, and ecological boundaries.

The anchor—vessel metaphor now reaches its full meaning. The anchor is the fixed monetary commitment. The chain
is the system of treaty, reserves, law, supervision, fiscal credibility, and regional trust. The vessel is the political
economy. Its cargo is the stock of assets, debts, technologies, institutions, ownership claims, and ecological
liabilities. Its crew is distributed across governments, the ECCB, regional bodies, banks, credit unions, firms,
workers, communities, and development institutions. Its passengers are the peoples of the region and the generations
not yet born. The sea is global finance, trade, tourism, technology, geopolitics, climate disruption, and ecological
constraint. The compass is the public account of what counts as value.

By 2076, the centenary of the peg should be evaluated through more than continuity of the exchange rate. The region
should be able to show deeper productive diversification; lower avoidable dependence on imported energy, food, and
technical services; reliable water, transport, and digital systems; broader household savings and ownership; firms
able to obtain finance on the basis of capability as well as inherited collateral; public debt matched by maintained
assets; and ecological systems treated as the productive and protective capital they are. Disasters should cause less
permanent social and fiscal loss. Regional institutions should remain trusted because power, ownership, risk, failure,
and remedy are visible.

The final thesis is therefore affirmative and demanding. The monetary anchor has succeeded. Its success should now
become the foundation for a second regional achievement: a financial and productive architecture capable of
protecting and enlarging life-capacity. The anchor should remain firm. The chain should be strengthened. The vessel
should be repaired, rebalanced, and equipped for a more turbulent sea.

The first historic achievement was to build and hold the anchor. The next is to ensure that the vessel
it secures is capable of carrying all the peoples of the Eastern Caribbean toward a viable future.
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Appendix A — Methodological and Evidentiary Discipline

The white paper combines historical-institutional, monetary, political-economic, developmental, ecological and
normative analysis. To preserve analytical integrity, each claim should be read according to its evidentiary status:

Table Al. Evidentiary status of claims

Status Meaning Editorial requirement
A date, legal provision, statistic or . .
. L Cite the source and preserve material
Established fact institutional arrangement supported . .
. . qualifications.
directly by a credible source.
Institutional An official body’s stated assessment of | Attribute explicitly rather than
interpretation conditions or policy. present as neutral fact.

Causal inference

A reasoned account of how observed
conditions may be related.

State uncertainty, alternatives and
evidence limits.

An evaluation concerning what finance

Make the governing value and trade-

Normative judgment ought to protect or prioritize. off visible.
. . Distinguish from existing law and
Policy proposal A recommended institutional design or subject it to feasibility, risk and

sequence.

governance tests.

Source: Author’s methodological framework.

The framework also preserves the following analytical safeguards: criticism of the wider economy is not treated as
criticism of the peg; monetary expansion is not recommended without foreign-exchange analysis; profit, tourism,
debt, foreign investment and local ownership are not assigned moral status by category alone; data limitations are
disclosed; and no reform is proposed that foreseeably destroys confidence in the currency it is intended to improve.
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Appendix B — Governance and Implementation Checklist

For every regional financial institution

Public mandate and explicit prohibitions.

Defined political, board, management, risk, compliance, audit and evaluation roles.
Fit-and-proper standards, terms, conflicts, recusals and post-employment rules.
Verified beneficial ownership and related-party mapping.

Public registers of material finance, guarantees, concessions and losses.
Professional procurement and contract-variation controls.

Whistleblower protection and independent complaints and remedy.

Periodic mandate review and rules for merger, redesign or closure.

For every material transaction

Clear purpose and repayment source.

Ownership and controlling interests.

Complete financing, including public support and contingent liabilities.
Lifecycle FX, operating and maintenance requirements.

Climate, ecological and distributional assessment.

Appropriate instrument and risk allocation.

Procurement and integrity plan.

Milestones, monitoring, evaluation and remedies.

For every transition decision

Necessity and additionality.

Readiness and institutional capacity.

Compatibility with the peg, fiscal sustainability and fiduciary duty.
Proportionality and reversibility.

Distribution of transition costs.

Evidence required for expansion, correction, suspension or closure.
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