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o . The present study of Jamaica's balance of payments Performance i

:I.s essentially an exerc:.se in evaluating the c:omtry s perfomance and its
- nelatiqn to govenment pol:.cz.es and to other factors outside the cont'col ‘
ofthegcvennmt. '.Iherev:.ewpenod:.sfmulSBOtolQSB. L ‘ ST |

. 'ﬁlispaperwﬂlfocusonthemrerecentdeveloprentsm | -
Jamaica s balance of payments problems and the cerrectlve measures that o :
t.he gsvenment has instituted to adjust the varlous imbalances. However,
experiencehassfmmthateventsmthepastarestlllhavmganu@act ,
mthebalance ofpawents todayandfrcmt:metotmereferencewﬂlbe
madetotheseevents.r_w--' e B
B mtheflrstsectlonofthlsPaper, abrlefovervz.ewofthe '
ecmmymll be g:.ven, thenan attarptw:.llbemade +o analyse the numerous
: pa:oblems both extemally and dcxnest:.cally which have led to the present
| balance of payments crisis. 2n éxamlnatmn of the aﬂjusment policies

adogtedbythegcvermentmllﬂzenbedlscussedfollowedbyasumsry
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.  The Jamalcan eooncmy is charact:emzed by a high degree of opemes;

" which nakes it very sensitive to disturbances in J.ntemata.onal trade of goods
and services, In 1981, the percentage oontr:r.butlon'of exports of goods and
Vse.rvicestoc-:ross Domest:.cProductwas 47 9 per cent but by 1983 thn.sdeclmed

. kto372peroent signlfymgthedosmtummemportsoverﬂxeyearsespecwy
in the bauxite/alunina sector. Inports of goods and services contribution

;vras584percent3.n1981. ﬁustoofellto475;:ercentm1983 (Tableﬁ).
The :Ea.ll off in imports, a c‘i.u:‘ect consequence of the scarcity of forea.gn

_ exchange, along with the mpos:x.ta.on of jmport qrx:rtas and irrport hoencmg,

, have strongly mfluenced the dovmward txend _

' Jamaica relies on four major export ccxmod:.tles, along w:.th tourlsm,

l'in the services sector, for the greater part of J.tS forelgn exchange ea.rmngs.

';j : '.'L'ne four major oomrodx.t:.es baux:Lte, alm‘nma, sugar and bananas, together

- eccqmted for approxmetely 83 pe,r cent of total expor{:s during 1980 and 1981 |
hut c'IeCIL:Lned to 71.2 per cent in 1983 {Table 3}. All four comrodltles du.r:r.ng :

gy g Lg i 3 ¥

: the period under consideratlon have been sub:;ected to varying degrees of
': vicissitudes. The bavsci te/alunina maustxy has been severely handicapped

by the recession in the world prmaxy almmumn market ‘as the demand and the
' prioe of the product fell drastlcally. 'I’h:.s sec:tor dur:mg fiscal year

1980/81 and f.:.scal year 1981/82 pronded approxmetely 23 per cent of Govemment
revenues and thJ.s fell to 10 per cent durmg 1982/83 (Table 8). _ 'I‘hls sz.gmfn.c:ant '
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lossof foreign exchangeatatmewhantheaconm;yWaswappedma forelgn |

N mmlangecrlsiscammtbecvemphaslsedespecmnywﬁhmspectmﬂaﬁ@act

: mthebalance of payments.  ° |

_ The sugar mdustry has been plag‘ued by pmblans both in the field
and at the factory level and thlS seriously affected productlon efflciency. .
"AllofJamaJ.cassugarexportsaresh:ppedtotheﬁzntedlﬁngdomandthe '
'United States under preferentlal arrangements. The banana J.ndust'x:y suffered

no better fate as *it was virtually wiped out by'a, hUrricaae in 1980 and has

‘ rAnot since fully recovered from its ravaging effects. . o )

' 'Iburlsmontheotherhandhasbeenholdmgltsownsmcel%om--

has been a net earner of forelgn exchange. Tt now ranks as the numbes 0

earnerofforelgnexchangamtheisland - o

“:.':'* - The product:!.ve base of the econaimy is very weak and is l:uﬂced to

R the commtry's J.mport as .'LS evzde.nced bv the hlgh proportlon of raw naterlals
'fuels and capital goeds that are mportedln relatlon to the total J.mport bill -
I (Table 2). 'I'he lack of, or c:onst.ra:.nts on the usage of fore:r.gn exchange’
.' : -': therefore, bears strong corralata.on to mven'ents in the eoo:my s productmn
levels.__ _ T

- 7 ‘ Jamaica S balance of payments has bee.n character:.zed by current .
.account deflcz.ts which have proqress:s.vely worsened cver the per:.od 1980-1983

(Table ll | The rapid deterloratlon :m‘,the merchandz.se trade balance, a result =

" of slugglsh export growth coupled w:.th a worsemng tenns of trade, espec:.ally
s:l.nce 1982: ard a more or less. steady irrport demand, were the more sa.cmf:.cant

v+ e e e g e Py S . .



R -oontributing factors to the enlarged current account def:.cit. Proceeds from
the cap:.tal account wru.ch has e been recorda.ng surpluses, a result of - :
.fsubstantlal expansmn in publ:.c sector bormﬂng and in some instances the

'reductz.on in prlvate capltal outflcws » have been used to finance the defn.c:.t-

on the current accczmte However, flows fmm the capltal accomt have not °
"been suff:r.c:.ent to finance the deficit on ’che current account and the
'foreign exchange reserves have had to be utlllzed and massive external =

_horrmngs resorted to. The cverall balance of paynents recorded deficits

. each year, frcm 1980 except J.n 1982, with net mterrmt:.onal reserves decl:.nmg

v ’to minus US$808 7 rm.lllon in 1983 £rom minus US$510 0 million in 1980. Gz:oss :

- _.'_official reserves in 1980 averaged appro:cmtely 4. 8 weeks of :utg_:orts bu:t
- declmed to approx.lmately 2.8 weeks in 1983 (Table 11). '
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T MATN CAUSES OF THE PALANCE OF PAYMENTS DEFICITS
| "-J'ameic_':a's balance of payments prol‘alem started in the 1970's and
‘itA has deteriorated thereafter to rea;ch the present crisis proportion.
During 1962-1972; Jamaica recorded impressive growth rates but thereafter
.‘ the economic performance of the eoomny detern.orated considerably and those
effects are still being felt today. Therefore to effectively analyse
the balance of payrrents crisis of the 1980 S, events in the prev:Lous
decade w111 have to be examned as they had “spl_'L'L over effects™ which .
are sl:.ill affecting the external accounts. _
L u'_'I'hemajncausesofJamalcasbalanoeofpaymentsproblenscan
be class:fied tmder two broad head:.ngs. These ares:- e
(1) Extemal ‘factors and
(2) Domest:l.c Pollca.es and Structural factors.

External Factors . T .

'Ihe extemal mfluences whlch affected the balance of paynents most
.' (i) The 011 price increases and the declim.ng tems of trade, o
- (1i). The worldmde recess:.on and fallmg export demarﬂ '
d ] (i.jli)', The increase in prof:.t and mterest rem:.ttanoes abroad and .
(iv) Reduced net capn.tal inflows. o

(i) Oil Prlce Increases and Terms of Trade

Jamaica relies on mported fuel for almost all Aits energy requlre—

. ments. '.I'he country therefore faces severe problems in maintaining economic

it tw e panmgm gis v Wmir ged e oy e - p—
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'_g'x:'owth and f:inanc:.ng present oil and non—011 J.Irports in the face of the ‘

. 'higher cost. of oil. With the staggermg price mvements in o:.l, the balanoe

of payments posn.ta.on and trade balances of Jamaica have recorded laxge

S deficits. A more fwxdamental, cause of these def:Lcn.ts ‘however is linked to

_ the country s h.':.gh level of petroleum COl'lST.m'ptlon. )

Pet.rolemn is an mportant :Eactor input in the pmductlon of a

: signiflcant port:l.on of the comnodlty imports of Jamaica and as such the
g , oil prioe increases have resulted in a general spiralling of import prices
Y and an exacerbation of the already se:c:r.ous balance of payments problems

e ..of the country

I-l 1"‘ } g :

Until 1973, 011 irr@ortatlon never exceeded 10 per cent of the total

R ;ixrport. However, the successive oil prlce mcvenents have mcreased that

. figure to 38.1 per cent in 1980 and 30 per.cent in 1983, though this ]ower

:_.i'-_figure in 1983 1s related to the dmmturn in the bamo.te/alum_na sector

-ty

. which ut:.l:a.zes approx::.mately 50 per cent of all fuel inmports (Table 12).
o In 1972 before the fJ_rst major oil price increase, 14.8 per cent of total
: export earnings were allocated to pay the national oil bilil. cheve* by .
':1983 this grew to a massive 56.2 per cent. - As a result of- these mcreases,
,_ '~therefore, fmanc:.al resources h.ave had to be dlverted from other develop—

e mental needs in an effort to ma:n.ntan.n a sumlar if nort h:.gher level of

inported energy. .
| Ja:raica also suffered :md:.rectly frcm the 011 prlce increases

| _through the oil cris:.s related dlsruptlons ‘and recess:.on in the mdust.rlallzed

oomtries. At the same time, the oil price increases reduced the foreign



R a{change available for the purchase of cap:.tal goods and Taw material to

»

the ccmbmed value of bauxite anc'l alumina fell from US$735.7 million in

effect growth in production levels espec1ally those for export.

Since 1980, the terms of trade has been on .the- declme (Table 4) .
Imports have become J.ncreasmgly more expens:.ve ‘especially smoe the massive
devaluations and the nurerous other m:.m—de_valuetlons that have been taking
place since 1983. The devaluations were deemred necessary to d.isoourage -
:l.rfports while at the same tJ.me to enhance Jamaica's export cc:rpet:.tlveness.
It 1s very da_fflcult ‘at this. tlme .to determine the effect of the terms of
trade on the balance of payments as :.t is caxmflauged by the effects of the
foreign exchange constralnts on J.rrports

(:Li) Pbrldw:Lde Recession and Fallmg ‘Export’ Demand

~ The worldwide recession in the 1980's has had severe repercu551ons
on Jama::.ca s exports espec1ally in the bauxi te/almnma uﬂustry Thls
sector accounts for, on an average,’ approxmtely 70 per cent of Jama:l.ca S
total export earm.ngs during 1980-1983 and was respons:.ble for approx:mtely
23 per cent of goverrment revenue in flscal years 1980/81 and 1981/82 but

which fell to an estimated 1evel of 10 per cent during 1982/83, as the

a recession in the Jndustry mtens:d:‘:t.eti. Bamute product.lon fell from 12 1

o million tonnes in 1980 to 7.7 m.Lll:Lon tonnes in 1983. chmuenmnrately,

1980 to USs$S423. 8 m:r.ll:.on in 1983. Goverrrment revenue from the sector fell

frem J$334.0 million in flscalr yeax 1980/8}. to J5188.1 mJJ.:Lon in fiscal

_year 1982/83. These significant-losses of foreign exchange at a time when

reserves were at oritically low levels played havec with the oomntry's

baianoe of payments situation. The deficit on the merchandise account -



'_:l.ncreased from. US$75 4 mlllion in 1980, to US$438 5 mill:.on in 1983 and ‘this
'filtered through to the current account which reglstered def1c1ts of
- US$16.6‘.3 m:.lllon in ,lQBQ mcreas:.ng to_US$355 mJ.Z!.llon in _J.983. The current -
* account deficit in 1983 approximates to 51.8 percent of total export earnings.

.'I‘he significant x"e'duct:ion' in govenmﬁmt revenus. consa:_{uent on the reduction

' :Ln bauxite production: levels forced the gove.rnnent ‘to resort to heavy external

- borromng to- fmance the bt:dget. Even th:.s proved madequate and the overall
'balanoe of paynents def:.c:.t worsened to an all t:r.me h:Lgh of negat:.ve US$289 1

,'__mulionin1983. L .

o (iii) Increases in Profits and Interest Renuttances Abroad
'I'he size of the cutflows of net mvestment income dur.mg 1980-1983

| z:eflects mainly the service payxrents on the fore:;.gn publlc debt mcurred by

e the govemrent to fmanoe the fiscal and trade de.f:.c::.ts; Prof:.t remittances

- by the bauxite co:rrpanles had to br:.ng :Ln money to fmance their operatlons
. Net :i.nvestme.nt mcczme orutflows averaged approxamtely 25 per cent of total

‘ export eammgs du.r:mg the 1981—1983 perlod and has been of great

“L

LR

" aw) Net Cap:.tal 1nflows |
'.[‘he most noteworthy feature of the capltal account has been very

h:l.gh J.evels of ‘official fore1gn born:ow:mg since 1980. ~ Net official borrowing

o 'mved from US$65. 7 million n.n 1979 to a hJ.gh of US$446 m:.lllon in 1983. These' -

o massive borrcm:.ngs were necessary to offset the ever mcreas:.ng deflcn.ts an

" the current account but even loans of tmse magn:l.tudes were” msuff:.c:.ent. The
' net result was an overall deficit in the balance of- payments for all years
since 1980 exoept in 1982.7 -

' Another sore pomt in the capital account is the 1an;e net outflows
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A o:E private capa.tal that so frequently characterised the’ capita}. account.

Foreign pr:.vate capital J.nflcrws have always played a key role in the balance
of payments and capital formation .in J‘axmca. In the late 1960's and

early 1970's the prlvate capltal :.nflcws fram expans:.on projects in the

'-bamcite and tour::.st sectors accounted for apprommtely 30 per cent of domestic
. capital formatlon. After the ccrrpletlon of these projects, net foreign and

- dcmestlc mvestment declmed and by 1975 there was a net capltal outflow.
- ‘Goupled with the c:cmpletlon of investment expansion programres was the fact

' that the govermnent in 1976 adopted a populist stance which :.nst:l.lled fear
_:l.n the pr:wate sector and vﬁuch during 1976-1980 was the -singly most mlportant
o factor in the larte scale flight of prs.vate cap:l.tal frcm the 1sland Durlng |

e _1981 and 1982 these outflows abated scmewhat . but pn.cked up in 1983 when there

| was an estnnated outflcw of US$115 3 m:.ll:.on.

'I‘he s:l..gnlficant feature of net fore.lgn J.n:flows is that they are not

c the cause of deficits per se in the overall balance of payments account, Such

:lnflcws no:cmally act as a fmancmg J.tem for the current account Wthh is

"

_ usually in a deficit position.

'Domestic POllCleS and Structural Factors .

Domestic polmczes and structural fact:ors affect:.ng the aemarﬁ for

v mn.oj_]_ Jmports and the supply of exports contrlbuted s:.gm:f:.cantly to the

balance of payments crisis. Imports restrlctlons p the exchange rate system

E and fiscal and nonetérﬁy, PO]._:LCJ.ES were among scme of the domestic factors that

: - - affected the prices of traded and local products as well as ‘aggregate demand

‘and supply. '
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'Ihe availability of foreign exch.ange and the consequent inport

.restrictions that followed alonq with the down-turn in the bamcite/alurrd.rm

sec:tor were the main detennmants of the import tre.rxi during 1980—1983.

Im;:orts :increased_ eharply by 26 per cent in 1981 in e restocking exercise

as during the years preceding that i:wentories were depleted. During that |

year too. the use of “no—ftmds l:.cences“ were encouraged in an effort to

-.access the unoffica.al foreign exchange market and. to release the fore;ugn
| _ exchange in the banking system— for essential purroses. The net effect was
' 'that there was a s:n.gnif:.cant J_ncrease in oonsmﬂer durables and non—essential

. *imports. The balance of merchamiise trade grew_ from mmus Us$75.4m. in

1280 to US$322. 7m. in 1981 During the next tv;o years as a result of the

| ; mor perfonnance of the nuning sector and a tlghtenlng of the fore:.gn exchanger

situation mports fell by 6.2 per ce.nt and. 7. .3 per cent J.n that crder. The

o various restrictions placed on m@orte over the years had grawve mtplications

L vfor the export sector. There were contlnu:mg ocm;laints of either the -
. irregular supply or the lack of raw mate:clals and factories were

rted t ke
closed down fram tlme to time as supplies were/]e:xg ° By 1983 therefore,

the defiCJ.t on merchandise grew to US$438.5m.

With the enlarged trade deficits and decluu.ng net fore:t.gn reserves,

:_tlie offlcz.al exchange rate was held constant’ until 1983 as efforts were being

made to control mflation Whlch was very h:l.gh at the time. It was widely felt

- t.herefore; that with the rising labour costs, and other costs of orodﬁction
i increasing in line with the ug:!ard nmement in the prices of mxported raw
.naterials and because the exchange rate was not used to correct the disequili.bria

: in the balance of payments, the profitability of export production declined.
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The mcentives to produce were therefore rexwved Hcmever, the recent

| devaluations have g.wen back this cetrpetitwe edge to producers at it is
still a bJ.t too early to say much about its effectiveness. .

In 1980 the newly elected goven'xment inherited a budget with a .

fiscal def:.c:!.t wh::.ch hed widened to 14 per cent of G.D.P. and which remained

- at high levels in the tm subsequent years. Its fa:xJ.ure to restructure the

; public finance. and the continued lack of oonfldence displayed by the damestic

pn':ivate sector and foreign invéstors were factors that eventually Ied to a

. .mrserﬁng of the balance of payments crisis. L - _

' During fiscal years 1981/82 and 1982/83 genuine efforts were made by |

) the government to 'mprove its revenue inflow. - The tax administration was

:l:r@rcved vhich resulted dn higher domestic tax collection which was boosted
- by a surge in the mports of taxable gocds., Total revenue therefore, mcreased '

fmn 29.4 per cent of e D.P. in 1980/81 to -30.9 per cent in 1982/83. However,

: ‘the growth in governnent spends.ng cont:mued and coupled m.th the fall—off in

' revenue Erom the bauxite sector the deflca.t remained. 'I‘he Central Covernment

- total expénditure increased from 41.6 per cent of G.D. p. “in 1980/81 to 44 per

o oent in 1982/83. The increases reflected higher J.nterest peyments and’ the’

A'-rapid growth of the. govermrent forelgn debt. - In addition budgetary cutlays
; for sala.ries, wages and SLIbSldlES J.nc:reased Capltal ‘transfers to the publa.c
o sectc)r increased noticeably as. the government recap:.tahzed some public sector
terprlses and f:manced save of their _J.nvestwent‘ programes... As a result

of the incfease :Ln govem:ent experxi:i.ture above its revenue leflC.JW) the

" . Central Government deflcu.t widened to about 17 per cent of G.D.P. in f:.scal

year 1980/81 and remained hJ.gh during -the two follcw:.nq years. These defJ.CJ.ts |

- were fmanced by both external and demestic sources which greatly z_ncreased

the country s forelgn fmanc1al dependence and ocmpomded its external debt

 problems.
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During 1980/81—1982/83 the net dmestic CIEdJ.t of the banking system
increased in excess of pr::.vate fmanc:.al savings to the system Credj_t to the
© public sector accounted for the large.r share and reflected the greater financing
needs of that sector. The Bank of Jamalca accmnbdated the bulk of the public
‘sector credit with the camercial banks fmanc:mg the private sector. The
expansion in credn.t “to, the public and prlvate sectors has led to the esrergence
a of inflatlona.ry pressures,espec1ally since 1983, and excessive aggreqate demarxl
| o - 'Ihere were signs of structural weakness underlying the balance
' " of payments during the period under “review. ‘These structural factors help
"to explain the deterloratmg ’crend in the current accomnt. Jamaica's exports
- is dcsrnnated by fcmr major 1te:n‘s bauxite, a.h:m:ma, sugar and bananas wha.ch
' together account for approximately 80 pex cent of total exports. Ovexr the
l . .years there has not bee.n much dJ.versz.fJ.catlon in the comt.ry's export base
and she therefore suffers s:.gn:l.flcant losses of revenue when product::l.on falls
: -.in the major sectors as happened in 1982 and 1983 in the bamate/almnua '
| Agriculture errploys a very h:l.gh perCentage of the labour :Eorce yet its
"growth is not as high as the othex sectors of the econcmy. In 1980 and 1982
| "the growth rate of ‘this sector fell with export agr:x.culture contnbutmg
I s:l.gm.ficantly in 1980 and domestlc agr:.culture in the latter year. The low
. levels of growth in this sector dur:.ng the perlod has led to increases in
E _-imported ccxmodltles as the comtry's agrlcultural se]f—sufflc:.ency declined.
. Policies anmed at changing the structure of productlon and the share of the
private sectc_>r in these activities such as the nationalization of factories and'
“the use of co—operatives had the effece of giiscoureging agricultural export

supplies. The reduetion ef export supplies and the increase in imported

e — [ R TLPA I P I e Pl s oot
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) 'ocxtmodities placed & severe strain on ﬁhe oountry's resources in the 1ight
of the tight fore:i.gn exchange constralnt within which the country operated.
| 'Iinemanufacturlng sectorhasmthadagoodreoord duringthe
- past four years.' Jane:.ca inports a-very,s:.gmflca_nt portiom. of lts raw
. materials for the iz*enufacturing'seotor with not nnich 'import subetitutior'xi _
' practiced. There is also very little linkages within or between the industries.
7_':-' Vto utilize local raw 1mter1als to the fullest extent. Aas the forelgn exchange

oonstramts beccme more sericus therefore, this sec:tor suffers correspond.mgly.
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Balance’ of Payn'ents- Policies

Jamaica's resnonse to the balance of oaynents m:oblems aurmg 1930-1933
inclt:\ded both adjustment and flnancmg measures with. the preference - belng for -
fi.nanc:lng in the first phase. The maln anproach to flnanc::_ng was to increase

govenment borrc:wn.ng from abroad while the adjustrent policies involved .urport

7 xestrlctlons, the st:zmulat:.on of non-=trad:.t10nal exports, intensified exdxange
: ', control measures, exchange rate adjustments and restralned fiscal and monetary

poln.cn.es .

Adjustnent Measures

«

. The adjustrent polz.c::.es chosen were those oonsmered to have the most
positive :Lmoact: on the overall balance of oaynents pos:.tlon ard in partl.cular on

the mzxrent acoount. All these rneasuxes were ]_mkeri to the supprort axrange:rreﬂ- _

worked out with, the Internatlonal Monetaxy Fund under its Extended Fu:nd Facl]_lt‘_{ ‘

progratme ' The' pnor:.ty object:l.ves were. f:.rstly “to put mutlllzed canac:.ty to

o woﬁc with the emphas:l.s on those sectors that w:.ll prov:.de quick and substantial 7

J.ncrem?.ntal foreign exchange ea:m;mgs ' and seoondly "to :Ln:.ta.ate aﬁjustments in
industr:l.al and agrlcultural po.hc::.es and -0 pmv1de a basis f.or expansion of
productlve capac:x.ty with conoomltant increases in anployrrent opportum.t:.es R
Steps were taken to deregulate the econany , build up the private sector conf:t.denoe
and to support the operatlon of an eff:.c:.ent market econcmy

LY

x
Ay

Export Stlmulatlon

The govenment, durlng the perlod under oonsz.deratlon, arbarked on an
export-or:.ented productlon programme wi'n.c,h was geared at generatlng earlv
" incremental, flows of forelgn exchange. Areas w:Lth mxie:mlnl:.zed capacity and

wh:l.ch were net eamers of foxelgn exchange were the First to be. addressed. .



-

Tourism is a major contr:butor to foxe:t.gn exd-xange earnmgs and at:
the beglmn_ng of thepenodurﬁer reva.ew, haﬁ substantial Underu‘tn_llzed
capac:_ty “ Measures aimed at reducing the mlderutlhzed capacity :anluded
‘effective prc:mtlonal programnes both at the local and mtematlonal 1evels;

: Dcmest:.c attractions were ungraded m.th added secmty measures lrrplarented

and additional air seats were provided wﬁ:h the nart:.cnpatton of Air Jamaica, .
.- the nat:f.onal a1r1_1.ne and other North Amerlcan airlines. OF urlportance, too,

. was the d:.vestntent pol:.cy of . the Goverrment where offers by reputable .

: management groups for the lease or pm'chase of hcrtels amedby Goverrment: were

" In 1980 agreeme.ntwaﬂl resnectto levypaymentswere xeachedm.ththe
bamte/almm.na ccmaaru.es wh.tch helmd to restnre some of Jama:.ca s car@etltlve
edge :Ln the mdustry DJ.SCUSS:LOI'!S were :LnJ.t:Lated w:.th the camwpanies to increase

the::.r exports of bauxite from the exz.stmg m:.m.ng operatlons A major alumina

plant project along wn.th flmds to fipance it were J.dent::.f:l.ed Bmlementatlon

' wWas scheduled for 1986/87 but w:Lth the effects of the deeressn.on on the industxy
the project has been postponed ' ‘ o
" A dlversz.flcati.on of the bawq.te/almnma max:ket has been undertaken by

theGovenmentandthepaceoftthventurehasbeenacceleratedsmcethe

. _depress:l.on in' the J.ndustly. Barter, stockpile. and other cash arrangements have
- ﬁbeenworked out-to -bctﬂ.ster.th'e industry's eaxm.ngsand oroduct:l.on lev.'eils. .-

'I‘he sugar ;mdustry was severelv affected by "srms:t" and “rust“ ‘diseases
whlch 1ed to ser:.cms reduct:.on in the 1evels of pmductlon. In 1980 a '

-

pregranme of repla.ntlng ex:l.st:mg acreage with’ d.lsease Iesz.stant varieties of cane. . -

was im::lemented Whlc:h was to mc:rease the 1eve1 of pmduct:.mn s:Lgm.fJ.cantly. The -
sugar co-cperata.ves have been dlsmantled and an effort is now being made to close

down the more meffz.c:.ent factorles and to divest the Goverrment cemed factones

. in an effort to streamlme the industry.-
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'I’he banana mdustry was devastated by Hurrlcane Allen in 1980.
Rehab:l.lltat:a.on programres are now in place fmanoed by the Inteb-Anencan
Developurent Bank, the European Develcprent Fund and b:Llate:cal agencies. The |

: pmgrarmes :anlude the expanSJ.on of cult:.vatloh, mprov:.ng the yield per acre
. and the involvement of ‘the private sector in the J.rxiustry ‘

' A pm‘ogramne to double exporl: earm_ngs of rrenufactured goods was launched
dur:.ng 1981. Tt was Supported by the World Barﬁ: througn financing provided to the-
E:@ort Develogrent Fund The aim of the prograxme was to br:l.ng about an emansmn

- in pmductlon and to generate mloyrrent and foreign exchange in subsecruent vears.
S‘tud:.es were mdertaken to 1dent.1.fy npdlﬂcatmns and stmctural adjustments wm.ch-
_: . were necessary to. swport efflc:.ent Droductlon and Whlch would act as suff:.m.ent
i incentlves for foreign investment. A World Bank team was ass:.gned to assmst the
.".',_._goverrment in this projeci: Private foren.gn Investment flcms were espec.tally
- enccmraged and SDeClal Govenment agenc:Les were establlshed to handle mves’cnent
- erqu:.rles. The Goven'nrent 1n recognlt:.on of the mmrt:ance of the private sector® s
role in the econamic grq»rth of the coumntry has prog:r‘ess:l.vely been remov:.ng all
- controls ‘that mght lnh.‘!blt the free operation of thls sector
“Agro 21" programre was mtrodumd in 1983. This was geared towards
inc:r:easmg product:.on of the non—txadltmnal exports The devaluat::.on in 1983 was-
| '__,a major boost to these exports as exporters ccmld nc:w get more Jamaa_can dollars
. for each unit of fore:i.gn exchange earned and th.ls would act as a fm:ther stumnlant
to increase overseas sales. The nass:l.ng of the recent CBI B.'Lll was a major boost
toth:l.s area ‘of exports too, as access is ncxvgmentoproducts thatwere

. prenously barred.



TImport Licencmg Pol:.cy

v L)

i‘he guvemrent is cotmutted to a progress:.ve llberalization of import:

,restrictions and to an eventual elnmmatlon of all llcencmg requirements. A
'graﬂual appmach has been adopted to av01d bottlenecks in the system. with the
: . scarc:.ty of fore:x.gn exchange Z====3 the govemment allowed importers access

to the fiourishing J.nformal forelgn exchange market. These importers were free
from import lioenoing on designated items. As a consequence, a large port:i.on
| of-f inports were :fiﬂanc_ed in ‘thie wanner dwring 1980. Hovrever, /Chore. were serious
E abuse of the system, this 3 was discontinued. | .

-\ '*ystem of "quotas” and Jmport perm:x. " was adopted in January 1983.

- he quota system was introduced to assist m.effn.oiently allocating available

T foreign exchange. Import ceilings wereves;toablished for broad categories of

T :Irrports and each flrm was gJ.ven allocat.wns establlshlng hmts to the amount

of goods they could :meort. Exemptions fr(xn these quotas were glven to all
eicporters and aoprovals to J.rrzport were only g:r.v"en to those with a quota.
_ Currently, this system has been relaxed and a mmber of items can

' ‘be ht@orted freely from alm:st all sources under an open general licence. Sc:re
:  ';-' inports, however, require specific llcences while for other goods licences

_ would only be issued if they orlgmated :m menber CARIC@& countries. '

.Exchanqe Rate DeVelognents and Exc:hange Restrictions

In response to the- mcreasmg pressures on forea.gn reserves and

the fact that a significant proportlon of transactlons were being oonducted

E N outside the offlca.al market the government mtroduced a tm~t1ered foreign
' exchange market in Janvary 1983.  Under this regime, the exchange rate in



. 'n':arket rates were Getermined: by cammercial banks on maxket conditions. A
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the . officiafmarkét was kept at J$1.78=US$1.00 while the formalized parallel

ek . L

special rate of J$2.25=US$1.00 for tradmg with CARIC(M was introduced in May
1983. ’Ihe eros:.on of Janelca s cmpetltlveness through dC!nEStlc price mcreases ‘,
ard a departure from wage moderation .coupled with the pressures on the foreign |

reserves led to a unification of the rates at J$3.15=US$1.00 a devaluation of
76.8 per cent .'fmn the officiel rate. Originally a s;ingle rate was to- be
: establ:.shed by the'ccmrercial-baiﬂcs on a daily basis. This was to be fixed
- vﬂ.tl’ﬂn adjustable bands prescribed by the Bank of Jamaica. 'Submently a
: signiflcant leakage of forelgn exchange was detected in the tourist sector and
. “in a muber’ of mstances proceeds from exports were not returned to the country.
.Scme of these funds were fed into the "black market". In a effort, therefore,
) .to get the foren.gn exchange into the banking system the gcverment placed
g ‘restrictions on credit which was being used tofm'zdsthe'black market'operationsr
"o stabilize the exchange rate and attract the black market dollars into the-
" banking system the govenment J_nsz.tuted an auctlon/m biarch 1984. This syqtem
: .“"lml:ike the premous one ‘gave both large and small irporters the chance to bld for
| the avallable foreign exchapge elther through their comercial banks or dlrectly.
' A range was set within which auction bids were made in order to protect the
- market from speculators.- 211 participants in the auction are: required to depos:x.t
with the:r camercial banks the Jamaican dollars equ:.valent to the sell::_ng rate
of their blds, that is, the:.r bid plus four ‘cents. 7 ) '
| Exchange cont:cols are still in force and serve the purpose of allccatlnc
_scarce,foreign exchange among ccxrpeting claims._ 'I’rayel allowance, health and
" educational expenses and Teny ,other clais must first have exchange control |
 approval before funds can be purchased. Arrears payments mist firét have exchang
| control apprcval before payments for then can be made thrcugh the new auctlon

system. .
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Fiscal ‘and Mmetary POllC.':LeS

L]

'l‘he chijective of the Govexment's fiscal pollcy was o xeduce th.e
csentral Govermrent expendlture, create a sumlus cn the current account
perfoz:manoe and to narrow the overall deficit. E:pendlture policies placed
more ermhasxs on cam.tal format:.on wh:Lle d.lsc:euraga.ng the g'ron-rth of consumtlm.
M:Jdlf:.catlon to the tax system to improve ccxm::llance and tax collectlon in an
effort to restore buoyanc:y to revemes were mplamtai .

_ In 1981 the Govenment adopted a muiti~vear programe to upgrade the
tax adrmmstratlon.' The Revehue Board was establlshed and was .mstnmtal in
lalmclnng armual tax ccxrpllance progra,rmes and mgradlng cpexamonal procedures.
Measures were adoz:rted to reduce inccme tax dehnqumcy by bringing more self—
a er@loyed persons on the tax roll and Drcpexty taxation was updated and a
. xe—evaluatlon exercise done.

'I'o restore ‘the buoyancy of the tax systefm the Goverme.nt in 1982/83

. introduced ad valorem rates to replace the soec:!.flc rates of consumption duty in

. some areas. Therewerenomajordnangesmtlwtaxratesormthetaxsystem

Hc.-:ever, a few new tax measures were mtroduwd in 1983/84. These were geared

Y at strengthemng buigetary performance and included a new tax on the sale of used

cars, an educatlon tax and increased consumﬂcm dul:les on c:.ga.tettes
, Current e}@exﬂltures of the Gcsve.rrment :an:reased during the pe.rlc:d

- " mxier cons:.deratlon. 'Ihese were lmked to hlghe.r damestic and foreign mterest

rates andgrowthm the Government debt A large nart of the increase, too

' . was related to ihesubsmlesonlmportedbasn.cfood Thlswasdm to

offset the effect of the devaluation of the Jamaica dollar. Special attention

1

was paid to the public debt managerrent as interest _and cther vayments were

O
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. becc!m.ng ve.ry burdenscxne Refinancmg arrangerrents were negotiated in oxder

to lighten the debt service burden and to release funds for other developrental

on, the c:aps.tal expend:.ture 51de the govenment adopted a "Public
Sector Investxrent Programe“ in 1981/82 supported by the Internatlonal Monetary
Flmd and the hbrld Bank through its structural ad;ustnent programne Under this

= progratme efforts were made to recap:.tal:.ze areas of the public sector wiuch

had deterlorated dramw.lcallyf but mainly in the area of the publlc utilltles. :

. mhe gcvernrrent at the same time tried to reduce its role in commercial activities,

L and reduce its cwnershlp and operatlon of entexprlses, A divestment committee -

was set up to arrange for -the lease or sale of selected enterprises and to-

_-neintain a level of part:.mpatlon when the natlonal mterest so dictates. ‘Ihe
' gnvennmt placed the p‘UbllC transportatlon system into liqu:r_datlon and &lwed
l_ the prlvate sector through the “MJ.nJ.—bue Assoc1atlon“ to provide the city with
o transportatlon, while at the same time unprof:.table routes of the natlonal
'airl:ne were closed dcnm The railway sexrvice was fitted out with new engines |

and coaches and its fare structures rev:.sed to allow J.t "f:o beccme more prof:.table.

- .Mjustments were made to water and electrlc:J,ty :cates in add:.tlon to the maintenance:

) and Uverhaulmg of the equlprent to e:nhance thelr produr:t:.v:.ty and prof:.tab:.l:.ty

A programne of achieving Vlablllty of the govemnent owned bmadcastmg statlon

'was :erplenented and staff retrenched whlle the OPeratJ,on of the gcvemem:. ovmed
' newspaper ceased. All these measures were taken 0 ‘reduce the govenment expen—-
' diture and budgeta:cy supports and eventually to reduce the def:.c:.t in the hudget.

.Q
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'I‘he mnetary p011c1es of th.. goverrn'nent were duected tmards
zmbilizing savmgs anc‘i ensurmg that mvestrrent progedsand priority sectors
of the econcmy would be adequately -f:manced. ngher interest rates were used
as.'a stimilant -in this diredtion; In 1980 the sarings' 'de;'Josit rate was increased

- by o percentage pomts with other- inte.rest rates follcmmg., However excess
liquidity developed in the banking system by 1982 and the banks were forced to
’ discourage deposits growth by reduca.ng interest rates by m percentage points.

. ‘Ihe issuance of govenment SECUIltlES in 1982 absorbed some of the excess
liq.u.dz.ty and :s_n early 1984 the govenment mst:.tutr—'d tighter monetary policies.
These i.ncluded ceilings on credlt expans:ron to the private sector by CCi’l’HEIClal
banks and ron—barﬂ: flnancz.al :Lnsta.tutlons, a deposit sc:heme whereby funds in

e local currency match:r_ng external arrears were to be lodged at the Bank of Jama:n.ca

o until payments were made. 'I‘he cash resexve requenent of the cammercial banks

k : were doubled and interest rates were J.nc:rea.aed by two percentage points. ‘These

7 rfeasm:es were necessary as the grcwth in c:red:l.t over the pericd were not-flowmg
into product:we act:.v:.t:.es but were instead used to flnance the increase in
private capltal outflcws These restrictions on dcmestlc cred:.t along wn.th the

trade regime which allcmed raw materials and capn.tal goods to be imported =
w:i.thout licences while consuner goods were subjected to llcences were. /aggdear?;mmg

- the avallable credlt into the productive sectors.
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Financin o
‘ The country eannotborrew it.swayoutofﬂaebaiahce of payments

crisis in which it has fouid itself. However, to secure the initial push
towards eodncmic recovery a substantial ext-_'e%nal bOrrowing programme was
inevitable in the fomatlve years Assg.stance c:ame fram the International
" Monetary Fund, nmlta.lateral agenc:.es and from fnendly oomtrles and their -
"agencies. Donor comntries and nmltllateral institutions offered ooncessmnary
balance of payments assistance while the foreign commercial banks agreed to
a refmncmg of the bulk of the cherrment guaranteed Joan which fell due.

, - The . agmanent w:.th the Intematlmal Monetary Fund in 1981 undexr
- i.ts Etctended l‘lnanc:mg Facility acted as a catalyst. It J.nproved Jamaica's
cred_i.tvworthmers, and cther :mst:l.tutlons became more w:Llllng to lend
- 'Ifne d)]&d:l\)&.: of the a.rrangement with the E&md were fJ.rstly to improve the
| balance of paywents pez:formance, secondly, to mprcwe the forelgn reserves of
_the Barﬂc of Jamaica. and ’chudly, to ensm:e a susta:med flczw of fo:ce1gn

' exchange in the future for J.moorte of geads and services. Targets were set
_ .by -the Fund and perfonnance of tHe econcamy was assessed on a guarterly basz,s.
A draw-down of funds. was only possible when the performance cr:;.terla were met.

B ¢ A
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SUMMARY AND CONCLUSTON

‘During 1980-1983 the Goverrnment found itself in the position of having

to create an equilibriun between the' domestic and international economics. _
,_i’olicy measures aimed at correcting one imbalance were not always campatible with |

- other measures.’ - On the domestic scene, the Govemnent policy measures aimed at

" reducing J_nflatlonaly pressures, creating employnent and increasing the foreign

', exchange‘ inflow through increased product:i.on had negatlve mfluences on the
-balance of payments perfomance and vice versa the balance of paynents adjustzmnt

' pollcles affected the dcmestlc econamy .

'I‘he policy measures that the Covernment could effect::n_vely adopt were

constra:med by the Internatlonal Monetary Fund s art.lcle of Agreements and

- pol:.tlcal cons:.deratlons Policies amzed at reducmg the fJ.scal def.'.LCl't had -

. gerious pol:n.t:r.cal repercuss:Lons w1th respect to the level of’ enployment, the

public sector wage package and the reduced quality of services that the

chemrent offered the country. On the other hand restrictive policies to

f'control i:he. deficit on th_e current account did not firﬂ faveour with the Fund.

The openess of the Jamaican econcny was another feature that affected

‘-the effectlveness of the adjustment policies. It became clear that there
- were elements exogenous to the system which were beyond the control of the’

aut:horltles whlch eventually affected the outcome of the pollc;Les and the.u:‘

effectiveness .

‘I‘he varlous pollcles of the Government are fundanentally aumd at

’ bringing the supply and demand of resources mto equilibrimm. So farn this
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_state has ot been achieved in the Jamaican situation. B}entually as more
st:ringent measures w:.th ‘less lmprbles are dmplemented the adjustment

- policies should yle.'ld posn.tlve results. The time period in which to

: aoccmpllsh the adjustment is therefore of vital 1rrportance to the success
of ‘the pollcy measures and given thls time lag ‘the econcmy Should be |
_restored to a healthy growthpath in the very neax future. The '1ong .

Cam viablllty of the econoiny however, will be 1arge1y dependent on

. increased productz.v:.ty which should be translated into increased proc‘iuct:.on

o _for exports In the interim mcreased private investment flmvs could

e play a cr:.tical role.
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TARLE 1 . DATANCE OF PAYMENTS SUMMARY 1979-1983 - i
' " {ITn millions of US Dollars)
| 2979, 2980 1981 - 2082 1083%/
A. Merchandise - : o =67.9  =75.4 =322.7 ~441.5 ~d438.5
 Exports (£.0.b.) . 814.7  962.7 974.0  767.4  685.7
Imports (£.0.b.) . 882.6 1,038.1 1,296.7 1,208.9 1,124.2
B. Services (nct) I - 2154.7 -18L.7 - -138.4  -96.8 - -18.0
' Foreign Travel - . . 184.5  228.9  270.6  206.1  374.3
* Investment Income © =202.6 -251.7 ~210.5 ~-183.5 -~185.1
Other = - . . =136.6 - -158.9 ~-207.5  =219.4 -207.2
C. Coods & Services (met) -222.6. —257.1 =-461.1 =538.3 -456.5
D. Unrequited Transfers (net). = .80.0 90.8 ~ 124.3  150.4  101.5
© . Private . . . 7040 81.87  123.3  134.5 94.7
(v OFfjcial . T 160 . -9.0 1.0 15.9 6.8
" Cuggent Accomlt. Balance -  -142.6 = -166.3 =336.8 =387.9 ~355.0
E. Net Capital Wovements - . -10.2 1071 225.4  465.6 764
| offieial . - .. 65.7 . 226.6  240.2 . 446.0 191.7
CPrivate - =759 -119.5 -14.8  19.6 ~115.3
F. Total A throigh . - . =152.8 =59,2 =Ill.4 77.7 ~278.6
G. Allocation of SDRs - " 10,0 - 10.0  10.0° - -
M. Total F plus'¢ . - .=142,8 . -49.2 =103.4 77.7 =278.6
I, Cizénge in Reserves ‘ S o o ' ' )
A{Increase = Minus) 44,9 50.2 90.5 -86.1 289.1-
 Boldings of SDRs - 83 .05 . =3, L2 0.1
-~ Resexve Position in the P o= = =28 =-1.3 4.1
" Government . - S =74 -12.8 14.0 -1.0  17.4°
Capital Development Fund : s=0i4 40 T =400 4.1 . 0.2
_ Export Developrent Fund = =85 -1.9 1.3 9.7
" Bank of Jamxica . M7 710 86.5 -90.4  257.6
» Net Ervors and Omissions ' Co=2.1 7 . -1.0 10.9 8.4 =10.5
! Revised )
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TABLE 2 © . IMPORTS BY ECONOMIC FUNCTTON
TR *(In millions of US Dollars)

1979 1980 1981 1982 1983

Consumer Goods . ©2120.0 1319 180.1  230.9  270.1

Food . . . .. 653 727 - 101.9  119.4  107.7
. . Other Non-Durables — 26.0 - 32.0  42.9 47.6  42.5
" Dmables . 293 27.2 453  63.9  56.9

Row Materials f;';  688.5 841.1  987.3  824.5 . 768.9
| Fuels _:1 . . 332  446.5 488.8 406.8  385.5
- Other Raw Materials and . - o :

. Goods used in Manufacture - 337.3  394.6  498.5  417.7  383.4
Capital Goods e "'213.3 198.3 295.2 32577 304.9

_Constructuon Materials . 60.4 . 47.2 . 66.7. 715 TL.2
fransport Bquipment  55.2  34.8  63.7 717  55.7

‘.OthEr_Mac':hinexy&" : “ i
©Equipment - . 2 97.7 116.3 164.8 182.5 178.0

Comekadc . - ¢ 01,002.8 1,171.3 1,472.6 1,38L.1 1,280.9

. . N

Ca e s swapee s cewmagmes 4 CEREAY S S s raanefYt o witT meme—remme— o = dag b s . P .
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THE EEEHKHHHANCE OF THE M@JOR.EXPORT COMWEEXEEDﬂs
' o 1980-1983 -

Ry e O Y S P i LS LR R
v

T, 1980 1981 - 1982

1983

 Bauxite and Alumina . 735.7 760.2 ~ 513.8
© sugar | L 853 - 465 B 49,0
“Banamas s 4 3 a7
B - ‘- tAs a percentage of Tbtal Exports) K

- Bauxite and Alumina L 76.4 : 78.1. ' - 66.9
Cesw . sa7 . a8 ea

‘Bananas R ,-_‘-;'“' L1 9;4- 0.6

R T T R T T T T T T Y

. 423.8

57.3
6.5

61.8
8.4

1.0

':SQQICé:‘ Statistiéal Institute of Jamaica, Bank of Jamaica’

v »




Terms of trade

117.0 116.9 . 107.9 100.9

TABLE 4 JEMAICA; _TERMS OF TRADE
: (Index 1974 = 100)*
1978 1979 1980 1981  1982% 1083t/
Unit value of exports 2 163.4 187.4° 219.2° 218.4  214.5  200.1
thit value of imports . 139.7 - 160.3 . 204.3  216.4  218.6 237.2
© 98,1 84.4"

Sources: Bank of Jamaica; Department of'Stat.'istics;'axxi Fund staff estimates.

-2/ Ebccludes'_re»exports,

r

= - .
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Jamaica. Selec&ed T@urist ﬂata

(In millions of’ H.S. dollars)

-

Ak
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.

"the Bank of Jamalca

i : e . . . ) PfElo L
_1%78 - 1979 - 1980 1281 1982 1933
Total number of visitors (in’ R ' . f .o - o
thousands)2/ = - .532,9  °593.7 . 543.1 552.1  570.2 782.4
Landed 3/ ) . . 381.8 426,5 - 395.3 - 406.4 467.8 366.2
Long-stay ". - (369.8) (400.5) (384.5) (396.7)  (457.2) - (554.0} .
Short-stay . ’ C(12,0)  (26.1)  (10.8) . (S.7)  (10.6) (12.2)
Cruise-ship passengers 148 6 159.6 133.4 . 139.8 1944 | 209.6
Armed forces 2.4 - 7.5 1437 6.0 . 8.0 . - 6.8
Average length of stay fozr leﬂded p C . ' - )
 visitors (in days) - 8.5 8.6  -9.9 - 10.1 9.7 9.2
| Total visitor dayB (in: chouaands} 3,396,3  3,835.8 4,061.2 4,250.4 . §,739.1 5.425.2
Landed _ 3,245.3 3,668,8 3,913.5 4,104.6 £,536.7 '5,209,0
Cruise-ship passengere 148.6 159.6  133.4 139.8 . 194.4.  209.6
" Armed forces _ 2.4 7.4 14.3 6.0 8.0 6.6
Total expenditure (in mfilioms . - -
of U.S. dOllarS) . 15508 . lgans 240.5 B 28“5.0 334:8 41243
Average daily expenditﬁre {in N . . o
U.S. dollars) : 45,87 51.74 * 58,22  66.7% . 72,00 76,00
. Memorandum item E ’,
~ Tourist receipts as recorded ia’ ’
Foreign Exchange Budget of : . ’ _ . R
: 98.3 . 145,1. 161.3- 168.3 183,9 120.8

Sources:

1/ " Provisional.

2/ Total may not add due to rounding.
three days or more; short stay:

af - Long stay:

Hinistry of ‘Tourism; and Pund staff estimates,

less than three days,
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'GDP_BY FINAL EXPENDTIURE . .

L JAMAICAS
1979 1980 1981 1982 To63
_ (I millions of Jamaica dollars)

- Consumpt-ion- . 73,526.0  4,1004 . 4,669.5  5,206.1 . 5,008.9
CGaneral government- .. {824.6) (985.7)  (1,118.0) (1,297.5) . {eevae)
Private ‘ (2,701.4)  (3,124.7) (3,551.5)  (3,908.6) (eenns)

' Fixed capital formation 748.2  690.% ©54.3  1,153.6 " 1,375.3
" Central Government (267.3) (291..5) (381.0) (436.3) (334.3)
~ Other 1/ (480.8) {398.7} (573.3) (717.3) (1,041.0)
* Inventory accumulation 65.4 47.1 159.8 2.2 -
. Net exports -G68.1 ~89.4 ~547.3 -689.6 ~-576.1
Exports of goods and : . o ’ :
- nonfactor services (2,065.0} <{2,435.8) {2,510.3) (2,265.5) (2,461.4)
I:rports of goods and o .. _ ' - ,
: mnfactor servit:es (-2,133.1}) (_-2,,525.,.2} {--3,057.6} - {-2,955.1)  (~-3,137.5)

P at current market: e T ' B .

' prices’ 4,271.4 4,738.2 . 5,236.3  5,672.3 6,608.1

_ | _- (As percent of GDP) o

e COnsumptlon . g2.5  86.5 89.2 91.8 89.4
- General govemmnt {19.3} - {20.8) (21.4) - {22.9} R P
“.y - Private (63.2) - (65.7) - (67.8) (68.9) (eeue)
. Fixed capital fo:anat:«.on 17.5 - 14.6 - 18.2. 20.3 - 20.8
- - Lentral Government -{ 6.3) { 6.2) { 7.3) ( 7.8) ( 4.8)
h Other 1/ (11.3) ( 8.4} (10.9}) (12.5) {16.0)
- Inventory accumilation . -1,5 1.0 S0 3l - -
© Net exports =1.6 =2.1 »=10.5 - =12,2 -10.2

. BEswports of goods and I , : ,

" ' nonfactor services (48.3) {51.,2} (47.9} - (39.9) {37.2)

" Imports of goeds and _ o . , -
. nonfactor services ' (549.9) (-—53 3} (--_58.,4} (~=52.1)  {~47.5)

2 Sources: Department of Statistics; and Fund staff, estimates.
1/ Includes the private sector, ‘the National!-_Housjng ﬁust, the Jamaica National
Investment Corporation, the National Insurance Fund, and public enterprises.
- - U



. fAgriculture and fisheries 160.6
Export agriculture - (27.1) _
Domestic agriculture ~ €30.3)
Livestock and hunting {44.1)

. . Othex {2.1)
E’ﬁ“ing . * . - . . 1‘{38.0 -
Manufacturing ' : . 318.3

... Sugar, molasses, and rum. €13.7)

" - Other food . {652.5)

" Alcoholic beverages (45.6)

* Tobacco and. tobacco products {45.4)
Textiles {10.9)

. Paper and _paper products,' .

B printing {35.9)

+ Petroleum refining {23.9)

.2 Chemicals {31.9)

Ozher {68.7)

. Gonstruction and installation 137.4

Flectricity, gas, and water 23,3

Sexvices 1.153.6
.Ttansportation. storage,

. . &nd communications (129.9)

-.° ~Distributive trades’ {293.7)

" .Pinauecing and insurance .
. -petvices. {90.9) .
Real estate and business .

. gervices ’ (216.0)

.. Government services {360,5)
' "'Miscellaneous services 1/ . {317.6)

0f which: ) :

" hotels, restaurants, T
L and ¢lubs J41.6/ -
. Less:  Imputed service charges-;

=T . . & . . (As_perceat of total)
Agriculture" TB.3 - B2
~ "Mining 7.6 8.9
- Manufacturing’ 16.8- " 15.6
Congtruction and {nstallation C 7.1 5.3
Blectricity, gas. and water. 1.2 143 .
‘Sexvices : 59.4 60.7 -
Of which: - Tt
public administraticn {18.6) . (19.5)
tiotels, restaurants, S
and clubs- (2.1)  (2.0) -

Wy ‘}

"PARLE 7 . T Jemaiear  GDP at Constant Prices by Sector

1979°

1980 -

1981 ﬂ

1982

“Est.

Gﬁ? at market prices

" {In millions of 1974 Jamaica dollars)

1 9&1 2 1, 83? 5 1.897.7° 1,900.9 1,928.3

1983

Heﬁbrandum~item

"GDP excluding mlining .

L
.

{-55.0)

1,793.2 1,674,8

(-67.1)

61.2
(19.5)
(2.0}

7.7
6.2
16.0
5.9
1.3
63.0

*i,732.97 1,763.9 1,809.0

(19.5).

(2.2)

150.6.  156.4 145.9 153.3
(23.9) (24.9). (24.5) (24.7)
(75.9) (78.6) (69.4) (73.9)
(£3.5) (44.9) (43.3) (65.7)

(7.8 0 (8.0) (8.8) (9.0) _
162:7 164.8 117.0 119.3 -

-287.5 291.1 303.2 310.7
(11.7) . (9.8) (10.4) (10.2)
(52.3) (55.1) (55.8) (54.4)
(46.9) - (544.9) (45.9)  (50.5)

“ (44.6)  (45.5)  (50.4).  (51.1)
(10.3)  (6.9) - (7.9} (7.9)
(17.9)  (23.5) (23.8) (23.8}
(19.4) (15.7) (17.9) (21.5)
(26.0)  (30.6) " (30.1) (30.1).
{58.2) (59.4) (61.2) (61.2)

98.3 99.9 112.7 115.7
23.6 23.9  23.9 ... 22.8

1,114.8 1, 1610 1,198.1 1,206.5

€124.5) (125 6) {130.8) (130.9)

(273.1) (287.8) (304.4) (308.3)
(98.7) . (108.4)  (99.8)  (79.7)

(215.4) (222.6) - (233.6) (244.8)

(358.5) (369.5) (370.9) (377.9) .

(111.7) (113.4)  (122.6) (128.9)
/37.3/ [37.1/  /82.2/  [48.5/

(~65.8) (~64.0) (64,0}

~Sources: . Departmenc of Statistics; and Fund staff escimates.

il Including households and, nonprofic organizations,
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| JAMATCA: GENERAL GOVERNMENT .

Net domestic financing

1978/79 _ 1979/80 . 1980/81 1981/82  1982/83  1983/84
(In millions of Jamaica dollars)

. Revenue 1;137.2  1,292.3  1,432.0 1,773.4 1,820.5  2,165.4
Tax revenue 74 T 836.1 T 880.9 1,130.6 1,376.7 1.568.0
Bauxite levy 271.3 287.5 ©334.3 | 415.3 | 188.1 258.0
Other 0 128.5  165.5  216.8  227.5 | 285.7 - 339.4
Expenditure © 1;599.1 °1,686.4 2,123.0 2,480.9 2,676.4  3,078.0
Cilrrent 1711902 1128342 1;525-7 1,693.6 1;890-9 2;373-4
Capital and net lending . 479.9  403.0  597.3  787.3  785.5  704.6-
Current accomnt balance 180.0 . 9.0  =93.7  79.8  =70.4  ~208.0
Overall balance 4619 10239430 -69L.0  ~707.5  -855.9  =012.6

- Financing " 461.9-  "394.0 . 691.0  707.5 855.9 912.6

© Tet external 783.5  115.0  212.2  503.6 375.6 370.0
Net domestic 178.4 . 279.0 478.8 - 203.9 480.3  542.6

. . Banking system Q19.1)  (289.8) (454.2)  (180.7) | (542.0)  (426.7)

* Other (50.3) . (-10.8) (24.6) (23.2)  (=6L.7) (115.9)
» (In Mcent of GDP) | |

Revenue "-29.2 - 29.4 29.4 . 33.0 30.9 ¢ 31.3

. Bxpenditure’ 41,1 °38.3  43.6 - 46.2 45.4 . 44.5

Cazrent 38.8 29.2  31.4 " 3.1 4.3

Capital 12.3 9.1 12.2 .7 13.3 10.2

*  Corrent balance 0.4 0.2  =2.0 5 1.2 -3.0

" Overall balance .9 -8.9  -14.2 - ~-13.2  -14.5  =13.2
Net external financing 7.3 3.4 4,4 : -4 6.4 5.3

4.6 5.5 5.8 .8 8.1 7.9

*

Source

Statistical Appendix Table' 35.

1/ Includes Central Government, the National Insurance Fund, the Capital Develomment
Fund/Jamaica National Investment Company, the Natlonal Housmg Trusts, and the Human
'Edw..atlon and ResSources Tra_nn.ng Trust. : _
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' ) CFOONOMIC CLASSIFICATION

Est.’

£, Lo oo ‘19'78/79' ’ '3.979/80‘ ' '1980/81 "°1981/82 1982/83 1983/84
' (In millions of Jamaica’ dollars)

*. fotal ‘expenditure ‘ 1,570 6 'L 664.2 *2;022.1 2 364.7 °2,594.4 2,910.0

Current expenditure 1,139.,1 . 1}307.8"' *1,550.3 1-,'720.9 1,921.4 2,394.0

Goods and services . , 767.3 807.3 914,1 1,040.4 1,115.8 . 1,254.0

Wages and salaries - {517, 0) - .(583.7) (683.2) . (740.0) {843.0) (967.0}
oOther ' £250,3) (223.6} (230.9) (300.4) (272.8)  (287.0} -
Current transfers . 159.2° -223.4  262.4  256.4 227.6 360.0 .

‘Pensions .. . (.21 (.21.7) - ( 24.5} ( 26.2} { 2L.5) { 32.0)

,.Subsidies S - € 25.3) 0 (52.5) - ( 44.5) (- 35.8) ( 21.1) { 99.0)

Other C 1 {112.2) - (148.2) . {193.4) (194.4) (194.0) (229.0)

-Interest pa;umts . w212.6 °  277.1 - 3738 424.1 578.0 780.0

Capj_tal expendlture " 431.5 "356.4 -471.8  "643.8 673.0 516.0

. Fixed investment ©325.8 247.8 193.4 406.9 445.8 297.0

« . - Foreign :Lnstltutlonal . {109.2) (148.2) - . (175.2) (149.9}  (150.0) {124.0)
Other . ° . © (216.6) © ( 99.6). - ( 18.2)  (257.0)  (295.8)  (173.0)
Transfers to publ:rc . ] o o ' : ' .

. ' sector i Lo B4.7 87.6 260.4 208.9 -209.2 206.0

Icans - {ooses) - (.61.5) (201.7) (1.08.6) (120.2)- (100.0)

Portfolio investment (beese} (213.4) -~ (46.1) ( 54.9) { 33.5) ( 45.0)

- Other transfers " {emese)  { 12.7y - {12.6)  (.45.4) { 55.5) { 61.0)

. -Employrent progranme/ : ST T .
contmge.ncy . - 51L.0 21.0 18.0 28.0 18.0 13.0
T - {Percentage annual change)

Total expenditure =~ 34.8 . 6.0 21.5 - 16.8 C 9.7 i2.2
Current expenditure - 3.8  14.0 ° 18.5 11.0 1.7 24.6 -

' Wages ard salaries (23.2) ©  (12.9) (17.0) ~ { 8.3) {13.9) (14.7)

v Interests payments (60.0) (30.3) (34.9) (13.5) {36.3) . (34.9)

Other o oo {46.2) ( 5.2} {10.4} (12.9) - .(-10.1} (29.3)

: Capltal, expenditure 29.7 - =17.4 - 32.4 = 36.5 4.5 -23.3

+

'Sources: Ministry of Finance and Planning and Fund staff estimates.
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TABLE 10 ' R Jematea: Exchange Rates '
o " . . {perfod averages; 1980 o 100} .
Jameican Dallars : . vominal - .

. : _per U.$5, Dollar . Effeactive . Real

+ o . Official Parallel ‘Exchange Rate Effective

) Market Market 1/ Index 2/ _Rate Index 2/

<3973 ¢ . - @.909 ces - 198.0 : ~102.8
197’% N . C i Y . 03909 o LA &) * 19507 ' 10? ad
2975 - S (1909 avs 205.3 . 117.8
1976 i - . ’ Lot .“' @u909 css 219-1 3.26a9
1277 o T Ge909 1,555 S T 19043 : 11.7.6
‘1978 . e 2.435 cee 16156 . 1020
1979 o o L.767 cee - 101.1 ' 91,5
1980 . - . - 3,781 _9es . 100.0 7 99.9
1381 ’ . . " ' '3.7783? - [ X ¥ - 16809 2.0342
1982 T . Re78) ‘ece - 112.1 | 1134
983 - ) . 268200 24722 - 9.2 107.3
‘,January s ReTBl - ese T X 199.3 ) 10%.1
Fébt’uar}f : o Eq?gl  wea e . . 110.5 . ~110.2
Hﬂfc‘h R . . L 14781 ew s t 113.4 111.8
A?ril I L 1.781 TN S & b 75 ) 112.8
H&Y . 2,781 0o 1131.2 - 111.3
“Juae . : T Re701 ess <. 133.3 112,86
Judy - - . Re781 sss To138.1 112.9

Auguaﬁ . X,781 sag . 115.6 3113.8

. Septewnber U o 1,781 T Y ) 115.2 - 115.1
" -DeRober , : . 3.7281 YY) : 116.3 116.1
‘ November . . . 7. . 107&1 - . soe : - 3,1705 L . ll? 6
December ) B T ’ e 23781 . oew . . ' 11?02 .- . Ll?eﬁ_

. 1eg3 - . . - . ST e ] )

- .January T 1a781 7 24351 108.1 : . 109.2°
Fébruary o . Lll781 2.786 .. 1047 “103.5
Mareh _ oo - Le781 24639 et 10443 - 108.7
Apeil - 10781 2.688 © 103,6. 106,9%

oAy ' © - Re78L 2.688 - = 103.7 - 10801
June - T RL781 2.653 . ' 106.8 | - 113.9
" July _ - TY 2] 2.653 _ 107.4 o 134.3 -
- Augugt ‘ . T 1.78 2.653 108.3 117.0 | -
September o 1,781 -2.935 . 104.2 1313.3
" Gctober _ : - 1781 2.335 103.9 113.6

»+  Bovember C 2«095 caw ' 25.1 - ° 104,56
. Decenber . S 3.125 saa T v6%e8. f 77.8
1986 R ) . | . ‘ .o
January ' i ’ . : 39455 : ‘cee - o N 6_5-6 73.0
Pebruary : .- 3275 vee .- BT T 76,2

". Harceh Ce . R 34368 - cse 65.8 3{ 73.8 _3_)_,
. A'pr:il - T : : ’ 3‘859  saes - v . 5? 6 3/ $4.9 .-1-’

SOurceu! IMF 'International Financial Statiatiecs: and Fund staff estimates.

- M Part of afftcially-sasnctioned dual markec- does not incorpora:e grang—
actions on the black market.
2/ Increase in index reprasents effective appreciatica of Jamaican dollar.
_j Estimates.

PR T —



Lt JAMATCA:  NET OFFICTAL® INTERNATIONAL, RESETVES' 1980-1983
) 11980 1981 . 1982 1983
Total (rot) . | 5100 6056 -521.8 -808.7
. Bssets I B~ - 105.7 122.7 . §8.3
; Idabilities = . o =631.6 - T3 . 6445 -g77.0
| Bssets T o . t31216  105.7 122.2 68,3
. °  Gross Foreign Reserves _ B "83.% m _g_g_._(_)_ £69.6
' - Poldings of SDR'S T e {13 (em (- )
IMF Reserve Tranche - ‘ _i - ( 2.8 (420 . ( - )
‘Other Foreign Assets - -8y (720 (94.7) (69.6)
Central Govermwent’ - 29,2 - 151 132 - -0.9
tewmE. - . - 05 4.5 0.4 0.2
" Other, Official Institutions 8.8 10.8 9.6 -0.6
B.0.J. Forelgn Lisbilities = - . ' =63L.6  7AL3  =644.5  -877.0 .
Y RME. A . -39.3  -469.7  -582.9  -627.2
l_--Venezuela : et wll..Q - - -
'..wxmaadambago T =850 -55.0 - -
. “Forelgn Cam‘ercn.al Banks s9.0 -2 - -4.5
T BankofPem LT - -_7.?-:10.0 _ - -
. Bank &f America . e e - ~1.5
;Bazﬂ:ofﬂguador :- -—6.77' " - -
©Bank of China . - <21 . =L7 U3 L3
. Bank of Bogota. | S CY - -=j5.0_. - -
B l\brway Consultancy r‘uml L o 0.9 _ “{1.7 ‘ -1,1 ~05.8
I.D.B. Deposit o ’ - =7.4 . =0.8 - -
w0 =500 <50.0°  -50.0 . -50.0
. ‘lur,mmait R A W80 300 - - -
‘ w_” 'Cariccm hmltllateral Clea.ring ; - . o .
Facility - - =16.9-  -29.4 -5.2 - -4.4
National Commercial Bank ) C - - - -
alr Janaida . 2.5 - - -
© v, Federal Reserve Bank of N.Y. - - - <10.1
Movears - -113 6 ~65.1 - -177.2
Gross Official Res;ér{res/ﬁuports 4.8 377 50 2.8

Source: Bank of :Tquica'
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' . Ot IMPORTS AND THE NATIONAL BALANCE OF TRADE

oil Bills ($) 0il Fraction of  Oil Fraction' of Prade
Year Uss : rt Bills (%) Export (%) Inbalances
- P -' ------ t.‘- . ..- - . - . DRI - . Uss

1973 3.7 10.9 19.3 286.6

1974 195.1° - 20.8 I W . 331.8
lo75 . =215.2 191 - 289 . 364.5
w6 203.5 - 223, 32,3 - 282.7

Caey7 a6 302 - 3T . 22,9

1978 1B 224 25,1, . 82.6 -

7 ae790 . Csal2 . U330 a1 . 1881

1080 | 465 . R Y A 208.6

goer | 4ss.8 . W2 o BT 4986
1oh2 - av6.8 . 295 - 7530 R E W

10983 . 3855 .l....... 3001, ... 56.2 ... ... ...595.2

™

Source: Petroleum Corporation of Jamaic;am, Bank of Ja:rraica ,




