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I. Introduction 

On April 13, 1981, the Executive Board approved an extended arran- 
gement for Jamaica in an amount equivalent to SDK 236.4 million (213 per 
cent of quota). On June 25, 1981, after the Enlarged Access Policy 
became operative, the arrangement was augmented to SDR 477.7 million 
(430 per cent of quota), the amount originally requested by Jamaica. 
Of this amount, SDR 178.2 million was made available and was purchased 
during the first year of the arrangement, and SDK 149.8 million was 
made available and was purchased in the second year. Of the remaining 
SDR 149.7 million available for the third year, SDR 37.4 million relates 
to a purchase associated with the observance of performance criteria at 
end-March 1983. Jamaica was unable to make this purchase due to non- 
observance of the performance criteria relating to the injunction against 
exchange restrictions (due to incurrence of arrears), net credit to the 
public sector, andthe Bank of Jamaica's net international reserves and 
net domestic assets. In addition, the consultation on policies for the 
third year of the arrangement had not been completed. 

In a letter dated March 31, 1982, requesting that Fund resources be 
made available for the second year of the extended arrangement, the 
Jamaican authorities had stated that they would consult with the Fund 
on or before March 31, 1983 on the policies for the third year of the 
arrangement. These consultations were initiated in the period December 8 
to December 17, 1982 at headquarters, and were continued in Kingston from 
January 17 to February 4, 1983, at headquarters again from March 7 
through 18, and from April 4 through May 3. The final round of discus- 
sions took place at headquarters from May 9 to May 25, 1983.1/ - 

l/ The staff team consisted of Mr. Hardy (Head), Ms. Bierman, 
Messrs. Citrin and Gronlie (all WHD), Mr. Nowak (ETK), and Mrs. Koo 
(Secretary-WHD). 14r. Joyce, Executive Director for Jamaica, partici- 
pated in several of the policy discussions. Mr. Lee, the Fund resident 
representative in Jamaica, also partici.pated in the discussions. 
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As of March 31, 1983, Fund holdings of .Jamaica dollars stood at 
SDR 665 million, or 599 per cent of quota, including SDR 66 million 
under the compensatory financing facility. The Jamaican authorities 
have requested a waiver of the performance criteria not obselnred at the 
end of March 1983, and of the performance criteria relating to the in- 
junction against multiple currency practices and exchange restrictions 
maintained since then. It is proposed, subject to Board approval of 
this request, that the SDR 149.7 million that may be purchased during 
the third year be made available as follows: up to SDR 37.4 million 
until July 15, 1983, SDR 74.8 million until October 15, 1983, and 
SDR 112.2 million until January 15, 1984. Assuming all repurchases 
due during the third year of the extended arrangement are made, pur- 
chases of the full amount available in the third year would raise Fund 
holdings of Jamaica dollars by March 31, 1984 to 697 per cent of quota, 
and to 654 per cent of quota excluding the compensatory facility 
(Table 1). This would bring the cumulative use of Fund resources, net 
of repurchases and excluding purchases under the compensatory financing 
facility, to 554 per cent of quota. 

Article Ii consultations were initiated in Kingston in September 
1982, and were concluded by the Executive Board on January 4, 1983 
(EBS/82/223 and SM/82/232). 

Developments during the first two years of the extended arrange- 
ment are reviewed in Section II of this paper. Section III sets out 
the medium-tezm economic strategy for the period through 1985/86 (i.e., 
through March 31, 1986), and Section IV describes the program for 
1983/84. The policies for fiscal year 1983/84 are described in the 
Economic Policy Memorandum of Jamaica and the Technical Memorandum of 
Understanding, annexed to the Jamaican authorities' letter of May 24, 
1983 (see Attachment IV). 

II. Developments During the First and Second 
Years of the Extended Arrangement l/ 

The extended arrangement was designed within the framework of a 
medium-term plan having as its main objective the reversal of the pro- 
longed decline in the Jamaican economy, initially by facilitating uti- 
lisation of idle capacity and unemployed labor, and subsequently by 
promoting new investment. The private sector was assigned a leading 
role in attaining the objectives of the plan, and the Government was to 
adopt policies conducive to private sector recovery and growth. The 
plan called for substantial reliance on external borrowing to secure 
the turnaround in the early phase of the recovery period. A sustainable 
external position would subsequently be generated through structural 
adjustments in the agricultural and manufacturing sectors, a rebound in 
tourism and mining, and a gradual reduction in the financing requirement 

1/ Developments during the first year of the arrangement are described 
in-more detail In EBS/82/50 and EBS/82/223. 
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Table 1. Jamaica: Projection of the IMF Position: 
March 1983-March 1984 

Operation6 of 
Out- Third Year of Arrangement Out- 

standing Apr.- July Oct.- Jan.- standing 
Mar. 31 June Sept. Dec. March Mar. 31 

1983 1983 1983 1983 1984 1984 

(In millions of SDRs) 

Purchases 
Credit tranches 
Extended facility 

Ordinary resources 
Supplementary 

resources 
Enlarged access 

resources 
Compensatory 

financing 

Repurchases 
Extended facility 

Ordinary resources 
Supplementary 

resources 
Compensatory 

financing 

Net purchases 25.6 

Memorandum item 

Total holdings (end 
of period) 

Excluding compensa- 
tory facility 

Total holdings 
Excluding compensa- 

tory facility 

554.2 37.4 
21.8 -- 

466.4 37.4 
(155.4) (-1 

(219.4) (--I 

(91.6) (37.4) 

66.0 -- 

11.8 

y, 

(5.9) 

5.9 

665.2 690.8 - - 

599.2 630.7 

37.4 
MB 

37.4 
(--> 

(--I 

(37.4) 

-- 

7.9 

y, 

(3.9) 

4.0 

29.5 

720.3 

664.2 

(In per cent of quota) 

599.3 622.3 648.9 P -- 672.3 

539.8 568.2 598.4 625.3 

37.4 
-- 

37.4 
(--I 

(--I 

(37.4) 

-- 

11.5 

(5, 

(5.8) 

4.0 

25.9 

746.2 

694.1 

37.5 662.6 P - -- 21.8 
37.5 592.6 

(-1 (151.4) 

(-1 (199.9) 

(37.5) (241.3) 

-- 48.2 

10.1 

(E, 

(3.9) 

3.9 

27.4 

773.6 773.6 - - 

725.4 725.4 

696.9 696.9 P - 

653.5 653.5 

Source: International Monetary Fund. 
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of the public sector. During the first year of the program all finan- 
cial targets were met and all purchases were made on schedule. However, 
the real growth rate was only 1.2 per cent, compared with a projection 
of 4-5 per cent under the program. 

For the second year of the arrangement economic growth was targeted 
at 4 per ten t and exports were projected to rise sharply. The program 
called for further liberalization in the areas of price control, reduc- 
tion of quantitative import restrictions, and further divestment or leas- 
ing of government holdings. There were to be reductions in the Central 
Government's overall deficit and the current account deficit of the bal- 
ance of payments. 

With the world recession and the sharp downturn in the bauxite indus- 
try, the prospects for export-led recovery diminished in 1982/83. Mining 
output, which had been projected to rise by 12 per cent, instead con- 
tracted by 17 per cent. This by itself is estimated to have reduced GDP 
by M)re than 1 percentage point. Agricultural output stagnated as the 
sugar sector continued to be plagued by labor unrest, and the plans for 
restructuring both the sugar and the banana sectors were delayed. Never- 
theless, real GDP still increased by 2 per cent in 1982/83, boosted by 
construction, tourism, and other private service sectors. 

However, despite the reversal of the declining trend in real GDP in 
the past two years, the unemployment rate increased marginally to about 
27-28 per cent of the labor force in the second half of 1982. This 
figure includes among the unemployed those not actively seeking employ- 
ment, and may not be comparable to definitions used in other countries. 

Inflation remained low by historical standards. Consumer prices 
rose by only 7.3 per cent in the 12 months ended March 1983 after a 
sharp reduction to 9 per cent in 1981/82. The relatively low rate of 
consumer price increases (which mainly reflected decelerating imported 
inflation, but also improved domestic supply conditions) formed part of 
the strategy for attaining wage moderation. The civil service salary 
award of 10 per cent a year for two years from mid-1981 came to be re- 
garded broadly as a norm for wage contracts in the rest of the public 
sector. Partial information on wage settlements in the private sector 
suggests settlements in 1982183 of the order of lo-15 per cent a year 
for two-year contracts, down from the previous year, but well Love 
the rate of inflation. Thus, most wage awards --including that for the 
civil service--involved some increase in real wages. 

The Government continued the process of deregulation in 1982/83. 
Seven items were removed from the list of commodities subject to specific 
price control, bringing the number remaining to 16 compared with 57 at 
the beginning of the extended arrangement. An additional 14 items were 
removed from the category of goods which require prior notification of 
price increases, thereby reducing the number of items in this category 
to 4, compared with 24 before the start of the arrangement. Furthermore, 
the policy of employing quantitative restrictions to control the level 
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of imports was revised in 1982/83, as part of Jamaica's undertakings 
in the context of a structural adjustment loan from the World Bank. 
Some 360 items are to be removed from the restricted list over a five- 
year period, leaving only a small number of products deemed strategic 
in terms of national and social priorities; 124 items had been removed 
by March 1983. Somewhat in contrast to these policies, but in response 
to sharp rent increases,during the period since the new administration 
took office, the Government amended the Rent Control Law in 1982/83, 
subjecting all commercial units built after 1980 and all residential 
rental units to an assessment of maximum monthly rent. 

In the area of reducing government involvement in commercial activ- 
ities, progress in the second year of the program was mixed; during 
1982/83 the Government acquired hotels, certain other commercial facili- 
ties, and the local oil refinery. Government activities in the construc- 
tion and manufacturing sectors remained largely unchanged. The position 
of the Jamaica Commodities Trading Corporation as the sole importer of 
basic foods, building materials, and pharmaceuticals was curtailed for 
some comarodities. 

Although all quantitative performance criteria were met through 
December 1982, it became apparent as the year progressed that, largely 
because of the downturn in the bauxite industry and shortfalls in capital 
flows, performance under the program was not evolving according to plan. 
Indeed, in March 1983, the performance criteria relating to net foreign 
assets, net domestic assets, credit to the public sector, and payments 
arrears were not observed (Table 2). The finances of the Central Govern- 
ment weakened substantially in 1982/83 as the overall deficit widened to 
an estimated 15.7 per cent A/ of GDP from 14.2 per cent in i981/82 and 
from a target of 12.9 per cent under the program / (Chart 1 and Table 3). 
The deviation from the program was primarily due to shortfalls (relative 
to projections) in revenue from the bauxite levy (J$160 million) and in 
nontax revenue (J$22 million), the latter arising largely from lower than 
projected Bank of Jamaica profits. These shortfalls were not fully off- 
set by tax revenue in excess of the program (J$13 million) and lower ex- 
penditure than programed (J$84 million). The former mainly reflected 
success in improving tax compliance, including the collection of tax ar- 
rear?, while the latter resulted in part from lower than planned capital 
expenditure and current outlays. (Even so, in reflection of a downward 
revision of GDP, expenditure was still significantly higher in terms 
of GDP than had been programed.) As a result, the Central Government's 
overall deficit exceeded the program target for 1982/83 by some J$85 mil- 
lion. There was also a substantial deviation from the program with 

l/ The most recent tentative data suggest that the deficit may 
haye been even higher than this level in 1982/83. 

2/ In the attached Economic Policy Memorandum, the Government of 
Jamaica reports an overall central government deficit of 13.7 per cent 
for 1982183. The difference reflects a special financing arrangement 
with a bauxite company which the staff has treated as borrowfng rather 
than current revenue. 
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Table 2. Jamaica: Extended Arrangement; Quantitative 
Performance, April 1932-March 1983 

1982 Mar. 31 
June 30 Sept. 30 Dec. 31 1983 

(In millions of Jamaica dollars) 

Net domestic credit 
to the public sector 

Actual 
Ceiling A/ 

Bank of Jamaica: net 
domestic assets 

Actual 
Celling L/ 

3,448.6 3,555.7 3,723.8 3,887.0 
3,470.8 3,672.6 3,813.l 3,749.8 

1,293.5 1,363.8 1,388.4 1,478.5 
1,393.4 1,472.4 1,448.4 1,29+.4 

(In millions of U.S. dollars) 

Bank of Jamaica: net 
international reserves 

Actual 
Floor L/ 

Arrears on current inter- 
national payments 

Actual 
Ceiling 

-531.8 -573.8 -559.2 -619.2 
-588.0 -630.0 -587.0 -517.0 

-- 
-- 

-- 
-s. 

-- 24.6 
-- 

Cumulative disbursements on 
net external commercial 
borrowing 

l- 5 year maturity 
Actual 

Ceiling 
l- 12 year maturity 

Actual 
Ceiling 

-- -- a- -- 

60.0 60.0 60.0 60.0 

-- mm 1.3 1.3 
250.0 250.0 250.0 250.0 

L/ Adjusted for shortfall of external inflows. 
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CHART 1 

JAMAICA 

SELECTED POLICY INDICATORS, TARGETS AND OUTTURN 
(1981/82.1982/83 and 1983/84) 

Program Actual 

BALANCE OF PAYMENTS, CURRENT ACCOUNT/GDP’ Iln per cent) 

4 
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0 
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-4 

-6 
20 
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5 

0 
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1 3rl 

CONSUMER PRICE INDEX (Percentage change) 

61 GDP GROWTH (Percentage change) 

4 

0 
16 

‘For 1981, 2 and 1982183 comparison of ratios to GDP are distorted because of downward revwon of GDP from program estm~at!~ 

2This BOPlGDP ratio corresponds to the acceptable outcome with mex~mum adlurtment for shortfalls in external flows. 
With programmed flows the acceptable outcome II 1 per cent of GDP for 1991192 and 1.5 per cent of GDP for 1982:83. 

0 
16 

14 
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Table 3. Jamaica: Summary Operations of the Central Government 

1981/82 1982183 
1980/81 Prog. Actual Prog. Est. 

(In millions of Jamaica dollars) 

Revenue 1,192 1,425 1,552 1,807 1,638 
Tax revenue 881 1,052 1,147 1,364 1,377 
Nontax revenue 81 49 105 101 79 
Bauxite levy 230 324 300 342 182 

Expenditure 
Current 
Capital 

Current account 

Overall balance 

Net foreign financing 220 802 590 
Net domestic financing 610 139 157 

Revenue 24.5 20.1 29.5 28.7 28.7 
Tax revenue 18.1 14.9 21.8 21.7 24.1 
Nontax revenue 1.7 0.6 2.0 1.6 1.4 
Bauxite levy 4.7 4.6 5.7 5.4 3.2 

Expenditure 
Current 
Capital 

Current account 

Overall balance 

Net foreign financing 
Net domestic financing 

Memorandum item 
Fiscal year GDP 

(JS millions) 

2,022 2,366 
1,547 1,693 

475 673 

-355 -268 

-830 -941 

(In per cent of GDP) 

41.5 
31.8 

9.7 

-7.3 

-17.0 

4.5 
12.5 

33.5 
24.0 

9.5 

-3.8 

-13.3 

11.3 
2.0 

31.4 
12.2 

-2.0 

-14.2 

11.2 
3.0 

41.6 
30.4 
11.2 

-1.7 

-12.9 

10.6 
2.3 

-3.9 

-15.7 

7.5 
8.2 

4,870 7,073 5,269 6,290 5,719 

2,299 
1,655 

644 

-103 

-747 

43.6 

2,618 
1,912 

706 

-105 

-811 

665 
146 

2,534 
1,861 

673 

-223 

-896 

425 J' 
471 

44.3 
32.5 
11.8 

Sources: Ministry of Finance; and Fund staff estimates. 

l-/ Includes J$112 million (1.9 per cent of GDP) of special bauxite 
financing (tolling). 
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respect to the financing of the budget deficit. Even after securing 
special financing through a bauxite company that had not been fore- 
seen in the program, net external financing fell short of the targeted 
amount of J$665 million by more than one third. As a result, the 
net use of domestic credit rose to J$471 million, compared with J$146 
million originally envisaged under the 1982/83 program (see Table 3). 
Uhile the program permitted shortfalls in nearly all categories of 
external support to be fully made up by corresponding increases in the 
net use of domestic credit, the larger than programed fiscal deficit 
caused credit to the public sector to exceed the fully adjusted ceiling 
by J$137.2 million at March 31, 1983. 

Monetary developments in 1982/83 were characterized by an increase 
in money and quasi-money of 25 per cent, 
tion of 20 per cent (Table 4). 

compared with a program projec- 
In the face of strong demand for credit 

from both the public and private sectors, the cash/deposit ratio of the 
banks declined to 5 per cent at end-March 1983 from 15 per cent a year 
earlier. There was a decline in the velocity of circulation, perhaps 
reflecting a continued increase in real interest rates on bank deposits, 
together with some dampening of inflationary expectations. 

Net domestic credit of the banking system had been programed to 
expand by 15 per cent in relation to the initial stock of liabilities to 
the private sector in 1982/83, but is now estimated to have risen by 
33 per cent. This deviation from the target reflected bank credit 
expansion to the selected public sector of J$616 million, compared with 
J$lll million envisaged under the program. The Bank of Jamaica’s net 
domestic assets expanded by J$292 million, which was J$184 million more 
than provided for after adjustment of the ceiling by the maximum amount 
permissible for shortfalls in external flows. 

The program had envisaged a cumulative balance of payments surplus 
of USS55 million for the two-year period 1981/82-1982/83 (Table 5). 
Since a surplus of USS43 million was registered in 1981/82, the target 
for 1982/83 was a surplus of USS12 million. This target was subject to 
a downward adjustment of up to US$60 million in the event of a short- 
fall in specified official capital inflows. Actual performance for 
1982/83 fell well short of the fully adjusted program target, with the 
overall balance of payments recording a deficit of USS147 million, of 
which USS25 million represented the accumulation of new external pay- 
ments arrears. As a consequence, gross foreign exchange reserves 
declined by USS39 million to USS88 million at end-March 1983, equivalent 
to less than four weeks of nonbauxite sector imports and well below the 
programed level of USS281 million. 

The worse-than-expected overall balance of payments outcome in 
1982/83 was attributable to a number of factors, but particularly to a 
shortfall in projected net capital inflows of USS274 million. By con- 
trast, despite the weak export performance, the current account deficit 
declined to the equivalent of 13 per cent of GDP (as calculated on the 
basis of the revised rather than the originally projected GDP), compared 
with the program target of 16 per cent. 
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Table 4. Jamaica: Summary Monetary Accounts 

(In millions of Jamaica dollars) 

March 31, 1982 
Original _ 
Estimate Actual 

March 31, 1983 
Program Actual 

I. Banking System 

Net international reserves -970.7 -896.8 -888.8 -1,074.7 

Net domestic credit 3,147.4 3,154.3 
Selected public sector 1.998.1 2.002.6 

CentralGovernment . ..I (11941.2) 
Selected public entities [...I (61.4) 

Private sector 1,331.8 1,241.6 
Unclassified -182.5 -89.9 

SDR allocation 81.7 81.7 

Liabilities to private sector 2,095.O 2,175.8 
Money 655.0 689.1 
Quasi-money 1,280.O 1,329.0 
Other 160.0 157.7' 

II. Bank of Jamaica 

Net international reserves -895.7 -841.4 -813.8 -1,102.2 
Of which: arrears -33.1 me -- 43.8 

Net domestic credit 1,237.4 1,186.4 
Selected public sector 1,378.g 1,322.2 

Central Government 
Selected public entities 

Other 

. ..I (1,414.4) 
(-92.2) 

-141.5 -135.8 

SDR allocation 81.7 '81.7 81.7 81.7 

Currency in circulation 260.0 263.3 295.0 294.6 

3,454.5 
2,109.l 

I:::; 
1,601.O 
-255.6 

81.7 

2,484.O 
744.0 

1,580.O 
160.0 

1,190.5 
1,378.g 

:: 1:; 
-188.4 

3,875.4 
2.618.9 

(2,563.g) 
(55.0) 

1,688.2 
-431.7 

81.7 

2,719.o 
705.5 

1,807.O 
206.5 

1,478.5 
1,824.l 

(1,935.9) 
(-111.8) 

-345.6 

Sources: Bank of Jamaica; and Fund staff estimates. 
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Table 5. Jamaica: Balance of Payments 

1980/81 FY 1981/82 1982183 
Actual Prog. Actual Prog. Est. 

(In millions of U.S. dollars) 

Current account (net) -191 
Merchandise trade -192 

Exports, f.o.b. (1,010) 
Imports, c.1.f. (-1,202) 

Travel (net) 230 
Receipts (242) 
Payments C-12) 

Investment income (net) -287 
Interest (net) (-176) 
Other (net) (-111) 

Other services (net) -37 
Transfers (net) 94 

Capital account (net) 
Official inflows 

Special assistance 
Project loans 
Other 

Official outflows 
Private (net) z/ 

SDR allocation 10 -- -- 

Change in net inter- 
national reserves 
(increase -) 

Of which: change 
in arrear3 

30 435 498 559 285 
3%. 679 649 785 718 

(142) (621) (470) (586)1/ (408) 
(62) (58) (63) WI- (34) 

(110) (--I (116) (117) (276) 
-103 -200 -222 -301 -321 
-181 -44 71 75 -112 

-395 -455 
-413 -599 

(1,139) (889) 
(-1,554) (-1,488) 

237 300 
(257) (328) 
C-20) (-28) 
-277 -225 

(-231) (-219) 
C-46) (-6) 
-55 -39 
115 107 

151 

65 -80 

(In per cent of GDP) 

Memorandum item 
Current account -7.2 -9.9 -15.4 -14.2 

-106 

-513 -431 
-652 -634 

(1,073) (737) 
(-1,725) (-1,;;;) 

387 
(418) 
(-31) 
-311 

(-253) 
C-58) 
-53 
116 

(369) 
(-31) 
-235 

(-266) 
(31) 
-36 
135 

-- -- 

-46 4/ -- 

-19 

147 

25 

-13.4 

Sources: Bank of Jamaica; and Fund staff estimates. 

l/ Of this, US$5 million was disbursed in the form of grants rather 
thzn loans as initially anticipated. The shortfall in special assistance 
therefore amounted to USS173 million. 

/ An additional US$4 million in special assistance is expected to be 
disbursed in grant form. 

3/ Includes net errors and omissions. 
z/ Based on estimate for 1981/82 of US$9 million. 
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Bauxite/alumina shipments, which comprised over three quarters of 
merchandise exports in 1981/82, contracted by 26 per cent, while sugar 
exports declined by 7 per cent. Hence, in spite of continued growth 
of nontraditional exports, the value of total exports fell by more than 
17'per cent in 1982/83, a shortfall of 31 per cent from the program 
target. The value of imports, on the other hand, declined by 8 per cent 
in 1982/83, to a level about 20 per cent lower than originally programed. 
In response to the decline in activity in the mining sector, imports 
of the bauxite sector fell by 24 per cent. The contraction in nonbauxite 
sector imports of around 6 per cent was largely attributable to the re- 
duction in special balance of payments support and project loans, in ad- 
dition to some rundown of inventories. Nevertheless, nonbauxite imports 
in 1982/83 were around 24 per cent higher than two years previously. 
Primarily because of continued strong gains in tourism and substantially 
reduced profits in the mining sector, the surplus on services account 
nearly doubled in 1982/83 to USS67 million, a significant improvement 
over the program target of USS23 million. 

The 1982/83 program relied on a substantial increase in disburse- 
ments of external assistance. It was also expected that adherence to 
tight domestic financial policies together with an improvement in pri- 
vate sector confidence would promote further inflows of private capital. 
As it turned out, developments in the official and private capital ac- 
counts fell well short of expectations. Total net inflows of capital 
amounted to only USS285 million, about half of the level originally en- 
visaged. The shortfall in special balance of payments assistance 
amounted to USS173 million. Of this shortfall, USSSO million represented 
a syndicated bank loan which could not be secured during 1982/83 and 
uS$84 million represented lower than projected inflows from multilateral 
sources, nearly half of which were delayed; the rest comprises lower 
than expected assistance from bilateral creditors. The financing gap 
created by this shortfall was partially offset by two bauxite-related 
capital transactions totsling USS81 million and deferred payments for 
oil imports amounting to over USS70 million. 

There was a net outflow of private capital in 1982/83 of USS112 
million, in sharp contrast to the net inflow of around USS75 million 
which had been expected. One factor contributing to this was the 
buildup of the net foreign assets of the commercial banks, in part 
apparently to provide forward cover facilities to importers operating 
in the newly legalized parallel exchange market. 

In January 1983, Jamaica implemented a number of changes in its 
exchange and trade system with a view to promoting a more efficient 
allocation of scarce foreign exchange resources, providing improved 
price incentives for the nontraditional export sector, and easing the 
liquidity constraint on the Bank of Jamaica. The informal parallel 
foreign exchange market was legalized and its operations institutional- 
ized in the commercial banks. Exporters of nontraditional commodities 
were permitted to retain 50 per cent of their foreign currency proceeds 
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either to finance their imports, or to sell to other importers at the 
parallel-market rate. Cash payments for imports on the official market 
were restricted to government imports, imports of oil, basic foods, 
and certain other essentials. The financing of all other imports was 
formally shifted to the parallel market.L/ Prior to that time, foreign 
exchange for imports and invisible payments was readily available at a 
premium in the illegal but tolerated parallel market, and licenses 
were being granted for "no-funds" imports.21 Consequently, the formal 
transfer of a wide range of payments from the official market, in 
effect provided only limited relief to the official market. Moreover, 
the local currency value of virtually all imports financed under bilat- 
eral or multilateral foreign credits continued to be determined at the 
official exchange rate. 

Exchange control regulations and the Import licensing system were 
also liberalized in January. In particular, foreign exchange sales to 
the canmercial banks were permitted on a "no-questions-asked" basis. 
Quota restrictions for imports by nontraditional exporters were lifted 
(except for consumer goods), while other importers were granted licenses 
on an automatic basis up to specified quantitative limits. In addition, 
as part of the effort to ensure that all foreign exchange transactions 
are channeled through the banking system, the practice of issuing "no- 
funds" import licenses was terminated. Finally, in February, a further 
60 items were removed from the restricted import list without any com- 
pensatory tariff increase. 

Since the new exchange arrangements were introduced, the parallel 
market rate has been fairly stable, although the rates quoted by the 
caumercial banks have been far from uniform. As of May 31, 1983, the 
average mid-rate stood at J$2.68 - US$l, compared with the official 
market rate of J$1.78 - US$l. There has been a depreciation in the 
parallel market rate of around 5 per cent since that market first 
opened in January. 

Between May 1979, when the Jamaica dollar was pegged to the U.S. 
dollar at its present level , and March 1983, the trade-weighted value 
of the Jamaica dollar in the official market appreciated by 16 per cent. 
After adjusting for movements in Jamaica's inflation rate relative to 
its major trading partners, the appreciation of the Jamaica dollar in 
the official market amounted to 32 per cent in real terms over this 
period. However, the deterioration in Jamaica's external competitive- 
ness has been partly mitigated by the premium for U.S. dollars offered 
on the parallel market. Staff estimates indicate that, taking account 
of the volume of transactions and the exchange rate movement in the 
parallel market, the real appreciation of the Jamaica dollar was about 
20 per cent between May 1979 and March 1983 (Chart 2). 

l/ Attachment III contains a full description of the new exchange 
arrangements. 

2/ A "no-funds" license is one issued for imports not requiring 
foreign exchange from the Bank of Jamaica. 
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III. The Medium-Term Strategy 

In the attached Economic Policy Memorandum, the Government of 
Jamaica reiterates the basic thrust of the economic policies launched 
in 1981 and supported by the current extended arrangement. The objective 
of the medium-term strategy is to adjust the external and fiscal deficits 
to levels that can be financed by normal flows of external capital and 
by increases in domestic credit which are sustainable and consistent with 
moderate inflation and private sector recovery. 

Strengthened export incentives introduced in January 1983, imple- 
mentation of the industrial rehabilitation and structural adjustment 
programs, agreed with the World Bank and the IDB, and a recovery in 
external demand for Jamaican bauxite and alumina by 1985 are the major 
factors underlying the projected increase in the rate of growth of real 
GDP to 3.3 per cent in 1983/84 and to 4 per cent a year in the two 
subsequent years (Table 6). 

Table 6. Jamaica: Growth and Prices 

(In per cent of GDP) 

Proj. 
1980181 1981182 1982183 1983/84 1984185 1985186 

(In millions of Jamaica dollars) 

Nominal GDP 
Real GDP ( 1974 

prices) 

4,870 5,269 5,719 6,405 7,194 8,080 

1,848 1,870 1,908 1,971 2,050 2,132 

(Percentage changes) 

Real GDP -4.6 1.2 2.0 3.3 4.0 4.0 

GDP deflator 16.3 6.9 6.4 8.4 8.0 8.0 
Consumer price index 

Annual average 26.5 9.0 7.3 9.0 8.0 8.0 
End of period 19.4 7.3 8.5 . . . . . . . . . 

Sources : Department of Statistics, Bank of Jamaica; and Fund staff 
estimates ad projections. 

In the area of fiscal management there is provision for an adjust- 
ment of almost 5-l/2 percentage points of GDP in the overall central 
government deficit in 1983/84, compared to the 1982/83 estimated outturn, 
and over the subsequent two years through 1985186 the deficit is to be 
reduced by a further 1.8 percentage points of GDP (Table 7). 
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Table 7. Jamaica: Selected Indicators 

1980/81 1981/82 1982/83 1983/84 1984185 1985186 

(In per cent of GDP) 

I. Central Government Indicators 

Overall deficit 
Original program 
Actual/estimate 
Revised program 

y . . . -13.3 .‘, -10.0 
-17.0 -14.2 -15.7 . . . 

. . . . . . . . . -10.3 

Net foreign financing 
Actual/estimate 4.5 11.2 7.5 21 . . . 
Revised program . . . . . . . . . 7.8 

Net domestic financing 
Actual/estimate 12.5 3.0 8.2 . . . 
Revised program . . . . . . . . . 2.5 

II. Balance of Payments Indicators 

Current account 
Original program L/ 
Actual/estimate 
Revised program 

. . . -9.9 -9.5 -9.4 . . . . . . 
-7.2 -15.4 -13.4 . . . . . . . . . 

. . . . . . . . . -3.0 -8.0 -6.0 

(In millions of U.S. dollars) 

Change in net interna- 
tional reserves 

Original program I/ 
Actual/estimate 
Revised program 

. . . 40 40 72 . . . . . . 
-151 43 -147 . . . . . . . . . 

. . . . . . . . . 125 40 60 

. . . . . . 

. . . . . . 
-9.5 -8.5 

. . . 
5.5 

. . . 
4.0 

. . . 
4.0 

. . . 
4.5 

Sources: Ministry of Finance; Bank of Jamaica; and Fund staff 
estimates. 

1/ As set out in EBS/81/79. 
?/ Includes special bauxite financing, equivalent to 2 per cent of 

GDF. 
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While the fiscal improvement in the period through 1985/86 relies 
heavily on a recovery in revenue from the bauxite levy, new revenue 
measures also will probably be required in each of the years. In 
addition, the authorities are committed to restricting expenditure on 
personal emoluments to 15 per cent of GDP (about the 1983/84 level) 
during the three-year period, and it is expected that recommendations 
for curtailing current outlays will be forthcoming from a zero-based 
budgeting exercise to be undertaken this year. The programs involving 
the World Bank in restructuring the operations of a number of public 
enterprises are expected to continue, and budgetary support for the 
current operations of the selected public enterprises is projected to 
be scaled down from an estimated J$43 million in 1982/83 to J$19 mil- 
lion in 1983/84. The objective is to eliminate transfers from the 
Central Government to the selected enterprises for current operations 
by the end of 1983/84. 

The fiscal program is consistent with a medium-term balance of 
payments strategy designed to raise gross foreign reserves to a level 
equivalent to at least three months’ imports of the nonbauxite sector; 
reduce the current account deficit to around 6 per cent of GDP; and 
provide an economic environment that encourages the resumption of net 
private capital inflows (Table 8). In 1983/84 the adjustment on the 
current account will be substantial because of the overriding need to 
rebuild the reserves of the Bank of Jamaica. On the somewhat con- 
servative assumption that increased reliance on the parallel market 
will not induce significant additional resources, the current account 
deficit is projected to shrink to 3 per cent of GDP, from 13.4 per 
cent in the preceding year. 

The mediunrterm outlook for the external sector hinges crucially 
on the anticipated recovery in world trade and the assumption of no 
rise in foreign interest rates beyond present levels. The value of 
bauxite/alumina exports is projected to grow by about 18 per cent a 
year through 1985/86. Even so, by then the volume of production is 
expected to be still below that recorded in 1980/81. Although no fur- 
ther increase in Jamaica’s share of the regional tourist market is 
anticipated beyond 1983/84, renewed growth in the United States and 
other industrial economies should permit an expansion in tourism expen- 
ditures of around 15 per cent a year. To reinforce these external 
developments, domestic policies will be directed to providing greater 
export incentives. The nontraditional export sector is expected to 
respond positively and should also benefit from an ex’pansion in the re- 
sources of the Export Development Fund (EDF). Rehabilitation programs 
for sugar and bananas should significantly expand the surpluses avail- 
able for export to the point where quotas for the European Community 
sod U.S. markets can be fully met. 

It is expected that the growth of exports and tourism will reduce 
J&maica’s reliance on external borrowing and ease the debt service bur- 
den. The medium-term current account projections are consistent with a 
reduction in net official capital inflows to a level of around 5 per 
cent of GDP, and a cumulative balance of payments surplus for the 
three-year period through 1985/86 of LJS$225 million. 



Table 8. Jamaica: Balance of Payments 

(In millions of U.S. dollars) . 

Actual Est. Proj. 
1980181 1981182 1982183 1983184 1984/85 1985186 

Current account (net) -I91 
Merchandise trade -i92 

Exports, f.o.b. (1,010) 
Imports, c.1.f. (-1,202) 

Services (net) -93 
Travel (net) (230) 
Other (net) (-324) 

Transfers (net) 94 

Capital account (net) 30 498 285 230 363 
Official (net) 211 427 397 38 235 

Inflows (314) (649) (718) (719) (654) 
Outflows t-1031 (-222) (-321) (-476) C-419) 

Private (net) A/ -181 71 -112 -13 128 

SDR allocation 

Change in net international 
reserves (increase -) 

Of which: change in arrears 65 

Memorandum items 
Current account7GDP (in per cent) 
Gross reserves in weeks of nonbauxite 

sector imports 

10 - 

151 

-7.2 -15.4 

3 

-455 -431 -105 -323 
-557 -x37 -3E -5z7 
(889) (737) (915) (952) 

(-1,488) (-1,370) (-1,220) (-1,499) 

(3% (3% (3% (4% 
(-264) (-271) (-341) C-372) 

107 135 147 140 

- 
- 

-- 
- - 

- 
em 
- 

-43 - 

-106 

147 

25 

-125 

-25 

-40 - 

de 

-8.0 -6.0 

6 

-13.4 

4 

-3.0 

13 13 

-272 
-m 

(1,223) 
(-1,743) 

103 
(521) 

(-418) 
145 

332 
-irTi 

(622) I 
(-402) 

112 

we 

- 

-60 - 

13 

Sources: Bank of Jamaica; and Fund staff estimates. 

l/ Includes net errors and omissions. - 
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IV. The Program for 1983/84 

Given the slippage that occurred in 1982/83 and the difficult inter 
national environment, the financial program for 1983/84 incorporates a 
substantial reinforcement of the adjustment effort. Domestic inflation 
is projected to remain at the 8-10 per cent level, and real GDP is pro- 
jected to grow by 3.0-3.5 per cent with exports, tourism, and construction 
leading the way. 

The principal elements, assumptions, and targets of the program for 
1983184 are summarized in Attachment II. 

1. Growth and deregulation 

The recovery program supported by the extended arrangement has em- 
phasized the role of the private sector in generating economic growth. 
The actions already taken to reduce the incidence of price controls, 
to simplify and liberalize the import licensing system, and to establish 
the parallel market for foreign exchange are important elements in this 
strategy. The policy of gradually reducing quantitative restrictions 
on imports and replacing them with tariffs will be continued in 1983/84, 
with 61 additional items being taken off the restricted list. A schedule 
for the removal of the remaining 175 items,, together with the tariffs 
that will apply to them at that time will be presented in 1983/84. The 
Government also intends to pursue more vigorously the policy of privatlza- 
tion, and is currently negotiating the sale or lease of 8 enterprises, 
which will bring the total number sold or leased to 26. 

In an attempt to stimulate sales of bauxite and alumina the Govern- 
ment is continuing its efforts to organize barter and countertrade arran- 
gements, most notably for motor vehicles, to be imported by the Jamaica 
Commodities Trading Corporation, a public entity. This would make the 
JCTC the major importer of motor vehicles in Jamaica in 1983/84. 

2. Fiscal policy 

The original three-year program had envisaged a reduction in the 
overall central government deficit from 17 per cent of GDP in 1980/81 
to 10 per cent of GDP in 1983/84, and targeted a current account surplus 
of 1 per cent of GDP in 1983/84. The revised program now calls for an 
overall deficit of 10.3 per cent of GDP in 1983/84 (down from 15.7 per 
cent in 1982/83), and an improvement in the current deficit to 2.4 per 
cent of GDP from 3.9 per cent in 1982/83 (Table 9). 

The adjustment in 1983/84 will be achieved in part by taking a set 
of measures designed to increase total revenue to 31.0 per cent of GDP 
in 1983/84 from an estimated 28.7 per cent in 1982/83. The measures 
include: (1) further improvements in tax administration (projected 
to yield J$60 million, or almost 1 per cent of GDP), particularly 
through better monitoring procedures at ports and airports (including 
container-stripping), a continuation of the present program to bring 
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Table 9. Jamaica: Summary Operations of the Central Government 

1981/82 1982/83 1983/84 

1980/81 Prog. Actual 
Orig.L/ Current 

Prog . Est. Program Program 

<In millions of Jamaica dollars) 

Revenue 1,192 1,425 1,552 1,807 1,638 1,983 
Tax revenue 881 1,052 1,147 1,364 1,377 1,640 
Nontax revenue 81 49 105 101 79 146 
Bauxite levy 230 324 300 342 182 197 

Expenditure 2,022 2,366 2,299 2,618 2,534 2,639 
Current 1,547 1,693 1,655 1,912 1,861 2,136 
Capital 475 673 644 706 673 503 

Current account -355 -268 -103 -105 -223 

Overall balance -830 -941 -747 -811 -896 

Net foreign financing 
Net domestic financing 

Banking system 
Other (incl. residual) 

220 
610 

(490) 
(120) 

802 590 665 425 2/ 
139 157 146 471 
(72) (189) (20) (623) 
(67) (-32) (126) (-153) 

Revenue 24.5 20.1 29.5 28.7 28.7 
Tax revenue 18.1 14.9 21.8 21.7 24.1 
Nontax revenue 1.7 0.6 2.0 1.6 1.4 
Bauxite levy 4.7 4.6 5.7 5.4 3.2 

Expenditure 
Current 
Capital 

41.5 
31.8 

9.7 

-7.3 

-17.0 

4.5 
12.5 

(10.1) 
(2.4) 

33.5 
24.0 

9 ..5 

-3.8 

-13.3 

11.3 

(::i, 
(1.0) 

43.6 
31.4 
12.2 

-2.0 

41.6 
m 
11.2 

-1.7 

-12.9 

44.3 32.0 41.2 
32.5 . . . 33.3 
11.8 . . . 7.9 

Current account -3.9 1.0 -2.4 

Overall balance 

Net foreign financing 
Net domestic financing 

Banking system 
Other (incl. residual) 

Memorandum item 
Fiscal year GDP 

(J$ millions) 

(In per cent of GDP) 

22.0 31.0 
. . . 25.6 
. . . 2.3 
. . . 3.1 

-14.2 

11.2 

(Z, 
t-0.6) 

-15.7 -10.0 

10.6 

k:, 
(2.0) 

6.6 y . . . 
7.3 . . . 

-10.3 

7.8 
2.5 

(11.5) ( . ..I (-1.6) 
(-3.3) ( . ..> (4.1) 

4,870 7,073 5,269 6,290 5,719 6,405 

-153 

-656 

501 
155 

(-105) 
(260) 

l/ As included in EBS/81/79. 
T/ Includes .I$112 million of special bauxite financing (tolling). 
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taxpayers on to the tax rolls, and strengthening of the procedures for 
collecting nontax revenue; (2) the transfer of current and accumulated 
profits from public enterprises and the Bank of Jamaica to the Central 
Government (projected to yield J$lOO million); these profits will 
emanate primarily from trading operations relating to the importation 
of motor vehicles, special bauxite transactions, and from a commission 
on sales of foreign exchange to be levied by the Bank of Jamaica; and 
(3) new tax measures (projected to yield JS60 million) consisting 
of (a) an increase in the consumption duty on cigarettes, (b) a special 
levy on the earnings of life insurance companies, (c) a sales tax on 
the transfer of all motor vehicles, (d) an adjustment of the transfer 
tax on real estate, and (e) improvements to the system of taxation for 
self-employed individuals. The revenue projections for 1983/84 also 
include JS80 million from special bauxite and alumina sales. 

The remaining fiscal adjustment will come from a reduction in ex- 
penditure to 41.2 per cent of GDP from 44.3 per cent in 1982/83. Cur- 
rent expenditure is projected to increase to 33.3 per cent of GDP in 
1983/84 from an estimated 32.5 per cent in 1982/83, due mainly to higher 
interest payments and an increase of 15 per cent in outlays for personal 
em0 lument s . The latter reflects the new two-year wage contract which 
forms part of the Government’s medium-term program for strengthening 
the civil service.l/ As in the first two years of the arrangement, the 
program for 1983/8x calls for limiting the number of persona employed 
by the Central Government to the level prevailing on March 31, 1981. 

Capital expenditure will be reduced from an estimated 11.8 per cent 
of GDP in 1982/83 to 7.9 per cent of GDP under the 1983/84 program. 
More than three quarters of this reduction stems from cutbacks and 
delays in the execution of projects. The balance reflects lower trans- 
fers to the rest of the public sector in 1983184, so that transfers to 
the selected public enterprises will include only loans and grants to 
the Urban Development Corporation for construction projects and repayment 
of debts owed by one of its subsidiaries (National Hotels and Properties), 
contribution of equity to the Port Authority and the National Sugar 
Company, and a loan to the Jamaica Railway Corporation. The sharp cur- 
tailment of investment outlays has been agreed with the World Bank in 
the context of the Public Sector Investment Program, and will be concen- 
trated on lower priority domestically financed projects. Nonetheless, 
there will be repercussions for expenditure on social infrastructure. 

The level of net foreign financing in 1983/84 is projected at JS501 
million, equivalent to 7.8 per cent of GDP. Net domestic financing will 
be limited to JS155 million, equivalent to 2.5 per cent of GDP, compared 
with 3.0 and 8.2 per cent of GDP, respectively, during the first two years 
of the arrangement. It should be noted that due to the seasonal pattern 
of central government revenue and expenditure the overall deficit de- 
clines sharply in the second half of the program year, compared with 
the first half. Combined with a pattern of net foreign ffnancing which 

l/ The broad outline of this wage award had been already made public 
by-the time discussions on the program commenced. 
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increases significantly In the second half of the year, this causes 
the Central Government’s net domestic financing requirement to shift 
from J$31O million in the first half of the year to minus JS155 million 
in the second. 

A major thrust of the Government’s policies under the terms of the 
Structural Adjustment Loan with the World Bank has been to improve the 
financial position of ihe public enterprises, and to date several enter- 
prises have been overhauled (see Appendix A to Annex II of Attachment IV). 
The overall financial performance of the selected public entities is 
projected to improve by 1.8 per cent of GDP in 1983/84, due mainly to 
improvements in the operations of the Sugar Industry Authority, the 
National Sugar Company, the Jamaica Public Service Company, and National 
Hotels and Properties, through increased sugar production, higher elec- 
tricity rates, lower fuel costs, and the leasing of additional tourist 
facilities. The activities of the Jamaica Omnibus Service (JOS) have 
been reduced over the last two years, as private minibus operators have 
gradually taken over a number of bus routes* The remaining assets and 
bus lines will be sold or leased to the private sector in 1983/84. 

Taking into account the projected improvement in the operations of 
the selected public entities of 1.8 per cent of GDP, and the reduc- 
tion in the Central Government's overall deficit by 5.4 per cent of GDP, 
the overall deficit of the consolidated public sector is projected to 
fall by about 6.3 percentage points of GDP in 1983/84 after netting 
out intra-public sector transfers. This will bring the overall deficit 
of the consolidated public sector to about 8.7 per cent of GDP in 
1983/84 compared with an estimated 14.7 per cent of GDP in 1982/83. 

3. Monetary policy 

The monetary program for 1983184 is predicated on an increase In 
liabilities to the private sector of 18 per cent (Table 10). This pro- 
jection assumes a further decline in the velocity of circulation, albeit 
at a considerably slower pace than in previous years (Table 17, Attach- 
ment I). It is expected that, even with a substantial. improvement in 
the net foreign asset position of the banking system, there will be 
adequate domestic credit to sustain the economic recovery already under 
way. 

The credit restraint necessary to meet the Increase In net inter- 
national reserves programed for 1983/84 is to. come primarily from a 
curtailment in domestic bank lending to the public sector. After in- 
creasing by 31 per cent in 1982/83, the program for 1983/84 provides 
for a decrease in banking system net credit to the consolidated public 
sector of 3 per cent. This is expected to leave room for bank credit 
to the private sector to grow by 19 per cent, which would represent a 
significant increase in real terms. Nevertheless, the Bank of Jamaica 
plan6 to continue restricting the growth of consumer credit through 
moral suasion. Moreover, it should be noted that the Central Govern- 
ment is expected to rely relatively heavily on nonbank financing in 
1983/84, implying a contraction in private sector financing from these 
sources. 
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Table 10. Jameica: Summary Monetary Accounts 

( In milllon8 of Jamaica dollars) 

March 31 
Actual Program 

1982 1983 1984 

I. bkkiUg SYSt- 

Net international reserves -896.8 

I 

-1.074.7 -894.5 

3,875.4 4.186.2 
2.618.9 2.533.1 

Net domestic credit 
Selected public sector 

-431.7 -350.6 

Central Govenment (1,941.2) 
Selected public entitles (61.4) 

Private sector 1,241.6 
Other -107.9 

SDR allocation 81.7 

Liabilities to private SeCtOr 2J75.8 

II. Rank of Jamaica 

81.7 81.7 

2,719.0 3,210.O 

1,102.2 -879.5 
43.8 - 

-841.4 Net international reserves 
Of which: arrears 

1,186.4 1,478.5 1,286.2 
1.322.2 1.824.1 1.633.4 

Net domestic credit 
Selected public sector 

Central Covermeat 
Selected public entities 

Other 

0;414.41 (1,935.9) (11745.2) 
(-92.2) (-111.8) (-111.8) 
-135.8 -345.6 -347.2 

SDR allocation 81.7 81.7 81.7 

Currency in circulation 263.3 294.6 325.0 

III. Commercial Banks 

Net foreign 888et8 -55.4 27.5 -15.0 

2,013.l 2,473.g 2,922a8 
680.4 794.a 899.7 

Net domestic credit 
Selected public sector 

Central Government 
Selected public enterprise8 

Private sector 
Other (net) 

(526.8) (628.0) (713.7) 
(153.6) (166.8) (186.0) 

1,241.6 1,688.2 2.003.7 
91.1 -9.1 19.4 

15.8 15.8 

6.2 7.0 

Medium- and long-term liabilities 

Liabilities to Bank of Jamaica 

Special deposits 

l,iabllltles to private sector 
Demand deposits 
Quasi-money 
Other 

1,912.s 2.424.4 2,885.0 
425.8 410.9 442.9 

1,329.o 4,807.O 2,235.6 
157.7 206.5 206.5 



Interest rates will continue to be determined competitively, and to 
discourage commercial bank borrowing from the Bank of Jamaica, rediscount 
rates will be set at levels no lower than those on Treasury bills of 
comparable maturity. The authorities have also undertaken to sterilize 
the liquidity impact of any exchange losses or profits arising from 
financial operations within the dual market. In any event, there will 
be no net purchase8 or sales of foreign exchange in the parallel market 
by the Bank of Jamaica during the program period. 

4. External policies 

The central objective of the 1983/84 program with respect to the 
external sector is to generate a substantial improvement In the overall 
balance of payments position and provide for a rebuilding of foreign ex- 
change reserves from their present depleted levels. To avoid accumulat- 
ing an undue debt service burden, and to permit the economy to adjust 
progressively to a level of capital inflows that Is sustainable over the 
medium term, the brunt of the adjustment in 1983/84 will be borne by 
the current account. The promotion of exports and tourism are, there- 
fore, key elements of the program. In this connect ion, the new exchange 
system in conjunction with the accompanying modifications to the exchange 
and trade system are intended to play a pivotal role in providing export 
incentives and ensuring that the local currency cost of all but certain 
essential imports fully reflects the prevailing scarcity of foreign ex- 
change. 

The balance of payments target for 1983/84 has been established 
with a view to achieving an increase in the net international reserves 
of the Bank of Jamaica of US$125 million. This target would ensure a 
minimum cumulative balance of payments surplus over the life of the 
exterrled arrangement of USS21 million. In the event that inflows of 
special balance of payments assistance exceed the benchmark figure of 
US$594 million (as detailed in Table 2 of the attachment to the Techni- 
cal Memorandum of Understanding annexed to the Letter of Intent) the 
targeted increase In net international reserves will be adjusted upward 
by the full amount of the excess. After providing for the liquidation 
of all external arrears, the target Implies an accumulation in gross 
foreign exchange reserves to USS308 million by end-March 1984, a level 
sufficient to finance about 13 week8 of projected 1984/85 nonbauxite 
sector imports. 

In support of the balance of payments target, significant action 
has already been, or is about to be, taken on several fronts. First, 
a number of foreign exchange payments previously made by the Bank of 
Jamaica will be transferred to the parallel market. It is projected 
that these payments will amount to some USS484 million in 1983/84, of 
which USSllO million will comprise remittances for oil Imports (about 
half of the total presently financed through official market cash 
payments), US$221 million for other essential Imports (such as basic 
foods), USS95 million for services, and the rest for private sector 
capital transactions. In terms of current cash payments, excluding 
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interest, this will leave in the official market projected annual amounts 
of US$lOS million in oil payments, USS90 million in government imports, 
and US$lO million in education expenses. Second, on May 18, a special 
exchange rate of J$2.25 - US$l was established for all CARICOM transac- 
tions, except those previously designated for payment at the official 
exchase rate.l/ This action, which simplifies the structure of financial 
transactions gthin the CARICOM clearing facility, has permitted the 
normalization of trading relations within the CARICOM area. Third, a 
3 per cent commission will be charged on all payments which are retained 
in the official market except Bank of Jamaica debt service and public 
sector amortization payments. The commission will also apply to all im- 
ports obtained under external credits, the local currency value of which 
is determined at the official exchange rate. 

As a result of the shift of payments to the parallel market and the 
new arrangements for CARICOM trade, the proportion of current account 
(nonbauxite) transactions passing through the official market will be 
reduced from about 75 per cent in 1982/83 to some 57 per cent in 1983/84. 

The balance of payments test for 1983/84 is associated with a fore- 
cast reduction in the current account deficit to US$lOS million (3 per 
cent of GDP) from US$431 million (13.4 per cent of GDP) in 1982/83. 
Virtually all of this improvement will derive from a reduction in the 
merchandise trade deficit (see Table 8). 

Export growth is expected to accelerate to 24 per cent, with the 
bulk of this stemming from three new bauxite export contracts which are 
expected to be signed during 1983184. The largest of these contracts 
would involve incremental sales of 500,000 tons of alumina at a total 
market value of USS106 million. The other two involve bauxite sales to 
the U.S. Government for its strategic stockpile (USS20 million) and to 
Mexico, payment of which would take the form of approximately US$33 mil- 
lion in crude oil. Shipments relating to all of these contracts are 
not expected to take place until the second half of the program period. 
They will permit an increase in bauxite/alumina exports of 26 per c,ent 
at a time when world market for aluminum Is expected to remain fairly 
depressed (Table 20, Attachment I). 

Despite soft international prices, other traditional exports 
(sugar and bananas) are projected to grow by around 30 per cent, while 
nontraditional exports should benefit considerably from the price and 
production incentives provided by the parallel market mechanism, from 
a further replenishment of EDF resources, and from the relaxation 
of quantitative restrictions on Imports. The program envisages an 
increase in exports of manufactured goods and other nontraditional 
products of 18 per cent, compared with 9 per cent in 1982/83. 

l/ A full description of the modified exchange arrangements with 
CA%COM countries is contained in EBD/83/146. 
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Merchandise imports are projected to decline by 11 per cent during 
1983/84. This contraction primarily reflects the assumption of a 15 per 
cent decrease in the U.S. dollar price of petroleum product8 (which 
comprise nearly one third of total imports), the continued application 
of tight quota limit8 on import8 of nOne88ential consumer gOOd8 and 
lower import8 of capital good8 following cutback8 in the investment 
program. The increase in price8 associated with the transfer of substan- 
tial amounts of import8 into the parallel market is &is0 expected to 
help reduce the demand for imports in most categories. However, Imports 
of raw materials are expected to rise by about 10 per cent over 1982/83. 

Largely because of the growing interest burden of servicing Jamaica’s 
external debt and enhanced profit remittances in the mining sector, the 
services account may deteriorate marginally in 1983/84, despite the con- 
tinued revival in the tourism industry. The incentives provided by the 
depreciated parallel market exchange rate should enable Jamaica to recover 
fully its share of the Caribbean tourism market from the low level8 of the 
late 19708. The program assumes an increase in tourist arrivals of around 
10 per cent and a rise in total tourist expenditure of 16 per cent. 

The capital account surplus is expected to narrow to USS230 million 
(6.4 per cent of GDP) in 1983/84 from US$285 million in 1982/83. The 
major 8ources of gross official inflows, which are projected to total 
US$719 million, are: multilateral loans (USS115 million), including 
a Structural Adjustment Loan from the World Bank, a loan to replenish 
the Export Development Fund, and a sectoral loan from the Inter-American 
Development Bank; bilateral credits (US$248 million), of which the 
United States is expected to provide two thirds; credit8 extended 
for oil imports by Venezuela and Mexico until the expiration of existing 
agreement8 in August (US$23 million) ; syndicated commercial bank loans 
(lJS$83 million); 100 per cent refinancing of certain maturing principal 
payment8 due to bilateral creditor8 (US$121 million); and project 
loan8 and related forms of development assistance (US$lO5 million). 

Jamaica’s medium- and long-term debt (including liabilities of the 
Bank of Jamaica) rose by USS516 million in 1982/83 to US$2,882 million; 
outstanding debt averaged 82 per cent of GDP in 1982/83 (Table 11). 
Debt service payments absorbed around 26 per cent of exports of goods 
and services in 1982/83, compared with 24 per cent the previous year. 
On the basis of existing debt and projected debt diBburBement8 there 
will be a further rise in nonrescheduled commitment8 to the equivalent 
of over 26 per cent of exports of good8 and service8 in 1983/84 and 
30 per cent in 1984/85. Thereafter, the debt service ratio should taper 
off, to around 27 per cent by 1986187. In light of the debt service 
pressures, the program for 1983/84 provide8 for ceilings on di8bUr8eIUent8 
of debt contracted on nonconcessional terms. 

5. Performance criteria, consultation provision, and review clauses 

The performance criteria pertaining to the program are set out in 
the Technical Memorandum of Understanding annexed to the letter request- 
ing that Fund resources be made available for the third year of the 
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Table 11. External Public Dabt Operations 

ACtUd Bst. Proj. 
1980/81 1901/02 1902103 1903104 1904/05 l.905/06 1906187 

(In millions of U.S. dollars) 

Non-IMP debt (end of perlod)J/ 1,403 1.902 2,256 
Drawings 256 503 602 

Of which: rcf inancing (52) (07) (151) 
kmrtization 21 02 164 248 

2,806 3.130 3,375 
705 671 680 

(247) (247) (243) 
419 427 435 

IHP credit (net. end of period) 296 464 626 749 749 749 749 

Total debt (end of period) 1.799 2,366 2,082 3.349 3,635 3,879 4,124 

Debt rexvice Payment8 
on txirtiag &be 11 

Principal 21 
Interest 

On existing and projected debt 
NohI?@ 

Principal 4/ 
Interest 

IkfF 
Repurchares 
Charger - 

215 
49 

I66 
2ls 
172 
(30) 

. (142) 

(4193, 
(24) 

335 357 
136 140 
199 217 
335 357 
244 262 
(77) 

(167) 
(97) 

(165) 

& (E, 
(32) (52) 

363 353 363 339 
177 190 220 228 
106 163 135 111 
420 521 591 661 
300 370 405 453 

Cl301 (172) (100) (192) 
(170) (206) (225) (261) 
112 143 186 208 
(47) (69) (111) (131) 
(65) (74) (75) (77) 

External debt indtcators 
NorrIW debt/GDP 21 

(In per cent) 

52.2 61.9 
Total debt/GDP 5/- 63.4 76.1 
Debt service raTi 6/ (excluding IMP) 11.0 17.2 
Debt service ratio x/ (including W) 14.7 23.7 
Interest pspents rko 61 (including IMP) 11.4 14.1 
Average interemt rtte 7/ 10.4 9.9 

64.7 67.5 67.9 66.3 65.1 
8137 86.6 86.4 82.0 80.1 
10.9 19.3 21.7 19.2 18.7 
25.7 26.3 29.9 20.0 27.3 
15.6 15.2 16.1 14.2 13.9 
7.9 7.3 7.5 7.5 8.0 

Sources: Bank of Jamfca; and Fund staff ertimatea. 

l/ Hediur ad lo-g-tam public ard publicly guaranteed debt, including non-LXP llabilitiee of the Bank 
of Lutlca. 

21 Includes valuttlon adjurtmnt. 
71 Debt contracted before or during 1982/83. 
k Net of ref haacing. 
31 Average of beginning and end-of-period debt. 
xl Expressed in terw of exporta of goodr and tervictt. 
Ii Ratio of intertmt paymntr to average of beginning ad endaf-period debt, excluding IMF. 
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arrangement (Attachment IV). A review before December 31, 1983 of the 
exchange system and demand management policies is also a performance 
criterion. 

The following performance criteria are subject to continuous test- 
ing during the program year: 

(1) A set of ceiling8 on the net domestic credit to the public 
sector (defined to include the Central Government, local governments, 
and a 8pecifie.d group of public entities). These ceilings are subject 
to a downward adjustment for any exces8 over the projected cumulative 
disbursements of external loans and credit to the Central Government, 
and to an upward adjustment of up to J$27 million in the third quarter 
of the program year for any shortfall. Net domestic credit to the 
public sector is defined to encompass bank as well as nonbank credit. 
Performance under the ceiling will be monitored by taking the change8 
in net domestic bank credit to the public sector (as defined above), 
excluding bank holdings of government securities, plus the .change in 
the outstanding stock of government securities adjusted for any change 
in the holdings of securities by the selected public entities in order 
to avoid double counting any transactions in government securities by 
the selected entities (paragraph two of the Technical Memorandum of 
Understanding). 

JamaiLz) A set of ceilings on the net domestic assets of the Bank of 
. These ceilings will be subject to a downward adjustment for 

any exce88, or an upward adjustment of up to J$27 million in the third 
quarter, for any shortfall in the projected cumulative disbursements 
of official loans and credit8 for balance of payments support (paragraph 
three of the Technical Memorandum of Understanding). 

(3) A set of balance of payments targets framed in terms of the 
projected net international reserve position of the Bank of Jamaica 
(including external payments arrears as foreign liabilities). The 
balance of payments targets will also be subject to an upward adjustment 
for any excess, or a downward adjustment of up tc US$lS million in the 
third quarter, for any shortfall in the external flows referred to in 
paragraph (2) above (paragraph four of the Technical Memorandum of 
Understanding). 

In addition, the program include8 as performance criteria schedules 
for the elimina:‘ion of c.ommercial external payment arrears, outstanding 
replenishment obligations to the Export Development Fund, and deferred 
obligations relating to oil payments to Venezuela and Mexico (paragraph 
four of the Technical Memorandum of Understanding), limits on the 
disbursement of new external public and publicly guaranteed debt con- 
tracted on nonconcessional terms within the maturity ranges of 1 to 12 
years, and 1 to 5 years (paragraph five of the Technical Memorandum of 
Understanding), and the customary injunctions against multiple currency 
practices and restrictions on payments and transfers for current inter- 
national transact ions (paragraph six of the Technical Memorandum of 
Understanding). 
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A summary of the quantitative performance criteria is presented in 
Table 12.. 

Table 12. Jamaica: Quantitative Performance Criteria, 1983/84 

1983 March 
March l/ June Sept. Dec. 1984 

(End of period, in millions of U.S. dollars) 

Net international reserves 21 
External arrears 
Deferred oil payments 
External debt disbursements A/ 

l-5 years 
1-12 years 

-619 -662 -715 -656 31 -494 
25 17 17 -A -- 
73 65 41 20 -- 

. . . 60 60 60 60 

. . . 250 250 250 250 

(End of period, in millions of Jamaica dollars) 

Net domestic assets 2/4/ 
Net domestic credit 70~ 

public sectort 2/4/ -- 

. . . 85 175 130 3 / -192 - 

. . . 200 312 316 21 173 

Source: Technical Memorandum of Understanding. 

l/ Actual. 
T/ Ceilings adjustable downward for any excess of special external 

aszistance over programed amounts. 
31 Adjustable upward up to a limit of USS15 million (J$27 million) 

for any shortfall in special external assistance from programed amounts. 
A/ Cumulative change. 

6. Request for a waiver of performance criteria 

As described above, the performance criteria relating to the in- 
junction against exchange restrictions and to net international reserves, 
the net domestic assets of the Bank of Jamaica, and net credit to the 
public sector as at March 31, 1983, were not observed. The Jamaican 
authorities have requested a waiver of these performance criteria. In 
this connection, it is necessary to assess the extent to which the 
slippages from program targets are temporary in that the recent and 
prospective policy measures will restore the viability of the program. 
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Significant actions have been or are about to be taken that will 
reverse the slippages that led to the nonobservance of performance 
criteria last March. Despite the drop in bauxite exports, the current 
account deficit (as measured in terms of GDP), which turned out lower 
than programed in 1982/83, provides for a considerably larger degree 
of improvement in the 1983/84 program compared with the target for the 
current account in the original three-year arrangement. Greater reliance 
is being placed on the exchange rate system through large-scale shifts 
of imports and services payments from the official to the parallel mar- 
ket. In the fiscal area, adjustment measures have been adopted that 
will reduce the budget deficit to 10.3 per cent of GDP, in line with the 
original program target. Also, the authorities are committed to further 
reductions in the budget deficit to 8.5 per cent of GDP in 1985/86. 
This fiscal and exchange rate system action is designed to help secure 
an overall balance of payments surplus of US$125 million in 1983/84, 
which would catch up most of last year’s shortfall in respect of the 
reserve target. Achievement of the reserve target would result in 
a cumulative balance of payments surplus over the three-year period 
of US$21 million. As a result, gross reserves at end-March 1984 should 
cover about 13 weeks of total imports, which was the original target. 

v. Staff Appraisal 

The recovery program for the Jamaican economy adopted in early 
1981, within the framework of an extended Fund facility, called for 
substantial reliance on external official borrowing in the early phase 
of the program, to be gradually replaced by export growth and private 
capital inflows. A cumulative balance of payments surplus that would 
permit the replenishment of official foreign exchange reserves was a 
vital element in the strategy. 

In the first year of the arrangement (April 1981-March 1982) 
Jamaica made substantial progress toward achieving the objectives of 
the mediurPtenn recovery program, but in the second year economic 
performance was adversely affected by the severe downturn in bauxite, 
Jamaica’s main export commodity. In addition, both official and pri- 
vate capital inflows fell considerably short of projected levels. As 
a result, despite imports and the current account deficit being lower 
than had been expected, the net international reserves target at the 
end of March 1983 was not met, new arrears on external payments were 
incurred, and the ceilings on net domestic assets and credit to the 
public sector were not observed. 

In order to address these problems and to continue the adjustment 
process, the Jamaican authorities have taken several important steps. 
In January 1983 the parallel foreign exchange market was legalized and 
its operations lnstltutionalized in the banking system. This was 
accompanied by other modifications to the exchange and trade sys tern 
designed to provide enhanced export Incentives to the nontraditional 
export sector, to simplify import licensing procedures, and to reduce 
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quantitative restrictions on imports of nonconsumer goods. These mea- 
sures represented a welcome departure from the tightly regulated system 
which existed until early this year. In the very near future, the 
parallel market will be broadened by the transfer into it of some 
US$484 million of payments from the official market; in addition, a 
special exchange rate has been set up for CARICOM transactions. c.s a 
result, almost all private sector transactions (other than the bauxite 
sector) ati over 40 per cent of total current receipts and payments 
will be transacted in the parallel market, at a floating exchange 
rate, or under the special arrangement with CARICOM at a depreciated 
rate of J$2.25 per U.S. dollar, compared with the official rate of 
J$1.78 per U.S. dollar. The staff believes that reliance should continue 
to be placed on the parallel market as a means of allocating scarce 
foreign exchange, promoting exports, and improving the liquidity position 
of the Bank of Jamaica. Indeed the staff would urge the authorities 
to stand ready to shift additional transactions to the parallel market 
in the event of any shortfalls in programed cash flows, and more gener- 
ally to be ready to take additional fiscal and monetary measures, if 
necessary, to ensure observance of the quarterly targets of the program. 
The staff would also emphasize the importance of following tight finan- 
cial policies so as to limit domestic price pressures. Reunification 
of the exchange system at a realistic rate should be sought as soon as 
possible. 

The fiscal program for 1983/84 provides for a large adjustment com- 
pared with the first two years of the arrangement, which is expected to 
bring the fiscal deficit In line with the original program target in 
terms of GDP. The authorities have undertaken to take prompt compensating 
revenue measures if the special bauxite and alumina sales and the tax 
compliance program fall short of target. Careful monitoring of the 
revenue performance will be required, for measures to be implemented 
in time. This will be a major focus of the midyear review of demand 
management policies and the exchange system. 

The staff notes that the brunt of the fiscal adjustment in 1983/84 
will fall on capital outlays. A continuing obstacle to improving the 
fiscal performance under the present, as well as under previous arrange- 
ments with Jamaica, has been the inability to reduce current expenditure 
relative to GDP. This reflects largely the increased outlays on personal 
emoluments and interest payments as a proportion of current expenditure. 
While the staff recognizes the need to offer competitive remuneration 
in order to improve the quality of the civil service, a strong effort 
will nevertheless be needed to curb the growth of current outlays over 
the next three years. The staff welcomes the authorities’ intention 
to undertake a zero-based budgeting exercise as a basis for restructur- 
ing the recurrent budget in 1984/85 and subsequent years. 

The program for 1983184 provides for a moderate reduction in the 
rate of monetary growth, compared with last year’s outturn. The staff 
feels that a cautious monetary stance would contribute to the smoother 
functioning of the parallel market. Also, sterilising the liquidity 
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impact of exchange losses that the Bank of Jamaica may incur through 
intervention in the parallel market is essential if the monetary and 
price targets are to be adhered to. In this regard, the staff welcomes 
the authorities’ intention to refrain from intervening in the parallel 
market on a net basis during the course of the program year. 

It was originally envisaged that the cumulative balance of payments 
surplus over the life of the three-year extended arrangement would 
arPount to USSl52 million. The target for a surplus of USS125 million in 
1983/84 implies a cumulative surplus for the three-year period of US$21 
mil lion. The revised target would still result in a level of gross 
official reserves sufficient to finance some 13 weeks of nonbauxite 
sector imports, which was the aim of the original program. The staff 
feels that achievement of such a reserve level will provide an adequate 
margin for meeting foreign exchange obligations falling due during 
1984185. 

While price controls, quantitative import restrictions, and import 
licensing have been substantially reduced in scope, much less progress 
has been made in reducing state participation in the productive and dis- 
tributive sectors. The slow pace of divestment may in part be explained 
by the currently depressed demand for the types of assets offered by 
the Government, but the staff nevertheless believes that the process 
of privatizatlo-‘ should continue to be vigorously pursued since it is 
a key feature 0. the Government’s economic recovery strategy. 

The Jamaican authorities have requested a waiver of the performance 
criteria that were not observed during the March quarter of 1983, and 
also of the performance criteria relating to the multiple currency 
practices and exchange restrictions maintained since then, as described 
in EES/83/122. The staZf supports this request because it considers 
that the policies that have been and are about to be adopted will 
reverse the slippages from the program and ensure an adjustment consis- 
tent with the goals and targets of the original three-year arrangement. 
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VI. Proposed DeCi8iOnS 

The following draft decisions are proposed for adoption by the Execu- 

t ive Board: 

A. Extended Arrangement 

1. Jamaica has consulted with the Fund in accordance 

with paragraph 3(c) of the extended arrangement for Jamaica 

(EBS/81/79, Supp. 3, April 15, 1981) and paragraph 4 of the 

letter of March 31, 1982 attached thereto in order to reach 

understandings with the Fund regarding policies and measures 

that Jamaica will pursue and to establish performance criteria, 

subject to which purchases may be made by Jamaica during the 

third year of the extended arrangement. 

2. The letter from the Prime Minister and Minister of 

Finance aad Planning, and the Governor of the Bank of Jamaica 

dated Nay 24, 1983 together yith the Economic Policy Memorandum 

of Jamaica for Fy 19X3/84 anti the Technical Memorandum of Under- 
. 

standing annexed to it, shall be attached to the extended arrange- 

ment for Jamaica (EBS/81/79, Supp. 3, April 15, 1981) as amended, 

and the letter dated March 31, 1982 together with the annexed 

Bconanic Policy Memorandum of Jamaica and the Technical Memorandum 

of Understanding shall be read as supplemented and modified by 

the letter da ted May 24, 1983 together with the EcononHc Policy 

Memorandum and Technical Memorandum of Understanding annexed to it. 

3. Accordingly, Jamaica will not make purchases under 

this extended arrangement throughout the third year: 
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(a) during any period in which 

(I) the limit on the net domestic credit to the 

public sector as specified in paragraph 2 of the 

Technical Memorandum of Understanding annexed to 

the letter dated May 24, 1983, or 

(ii) the limit on the net domestic assets of the 

Bank of Jamaica as specified in paragraph 3 of the 

Technical Memorandum of Understanding annexed to 

the letter dated May 24, 1983, or 

(iii) the target for the net international re- 

serves of the Bank of Jamaica as specified in 

paragraph 4 of the Technical Memorandum of Under- 

standing annexed to the letter dated May 24, 1983, 

is not observed; or 

(b) if the limit on disbursements on account of new external 

debt as specified in paragraph 5 of the Technical Memorandum 

of Understanding annexed to the letter dated May 24, 1983, is 

not observed; or 

(c) if the limit on commercial external payments arrears, on 

deferred replenishment obligations to the EDF, and deferred obli- 

gations for oil payments to Venezuela and Mexico, as specified 

in paragraph 4 of the Technical Memorandum of Understanding 

annexed to the letter dated May 24, 1983, is not observed; or 
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Cd) during any period after December 31, 1983, until the mid- 

year consultation with the Fund described in paragraph 4 of the 

letter dated May 24, 1983, has been completed and any under- 

standings deemed by the Fund to be necessary have been reached. 

4. Purchases under this extended arrangement shall not, without 

the consent of the Fund, exceed the equivalent of SDR 365.4 million 

until July 15, 1983; and the equivalent of SDR 402.8 million until 

October 15, 1983; and the equivalent of SDR 440.2 million until 

January 15, 1984. 

5. In light of the letter dated May 24, 1983, the Fund finds 

that no additional understandings are necessary concerning the non- 

observance of the performance criteria as of end-March 1983 and that 

Jamaica may make purchases under the extended arrangement, notwith- 

standing the multiple currency practices and exchange restrictions 

introduced by Jamaica as described in EBS/83/122. 

B. Exchange Measures 

The multiple exchange rate system, and the 3 per cent commission 

levied on foreign exchange payments (as described in EBS/83/122) consti- 

tute multiple currency practf.ces. Jamaica also maintains restrictions 

on payments and transfers for current international transactions, 

including those arising from external payments arrears (as described 

in EBS/83/122). In view of the circumstances of Jamaica, the Fund 

grants approval of the multiple currency practices and the exchange 

restrictions (described in EJ3S/83/ > until December 31, 1983, or the 

completion of the mid-year review, whichever is earlier. 



Table 13. 

Table 14. 

Table 15. 

Table 16. 

Table 17. 

Table 18. 

Table 19. 

Table 20. 

Table 21. 

- 34 - 
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Date of Membership: 

Status: 

Quota: 

Fund holdings of 
Jamaica dollars 
(as of March 31, 
1983): 

Table 13. Fund Relations with Jamaica 

February 21, 1963 

Article VIII. 

SDR 111 million 

Total 
Of which: 
Under tranche policy 

from ordinary resources 
Under tranche policy 

from SFF 
Under tranche policy 

from EAR 
Under CFF 

SDR Department (as of Millions Per Cent of 
March 31, 1983) of SDRs Allocation 

Net cumulative allocation 
Holdings 

Existing EFF arrange- 
ment: 

Cold distribution Jamaica has acquired 45,358.961 ounces of fine 
(four distributions) gold. 

Mrect distribution of 
profits from gold 
sales (July 1, 1976- 
July 31, 1980): 

Exchange rate: 

latest Article, IV 
Consultation: 

Millions 
of SDRs 

665.3 

Per Cent 
of Quota 

599.3 

177.3 159.7 

219.4 197.6 

91.6 82.5 
66.0 59.4 

40.6 100.0 
-- -- 

Effective period: April 13-1981-April 12, 1984 
Amount: SDR 477.7 million. 

Of which: Under SFF: SDR 149.3 million. 
Under EAR: SDR 241.3 million. 

Purchases to March 31, 
1983: SDR 328.0 million. 

USS8.4 million. 

Multiple rate system: official market rate 
pegged to the U.S. dollar at J$1.78 per U.S. 
dollar since May 1, 1979, clearing rate for 
CARICOM transactions pegged to U.S. dollar 
at J$2.25 per U.S. dollar since May 18, 1983, 
and since January 10, 1983, floating parallel 
market rate set by commercial banks. 

September 1982, completed by the Executive 
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Table 14. Jamaica: Rasic Data 

Area and population 
Area 4,411 sq. miles (11,424 sq. kilometers) 
Population ( 1982) 2.2 million 
Annual rate of population increase (1977-82) 1.2 per cent 
Unemployment rate (October 1981) 28 per cent 

GDP (1982/83) SDR 2,939 million 

GDP per capita (1982/83) SDR 1,336 

Origin of GDP (1982/83) 
Agriculture and fishing 
Mining and refining - 
Manufacturing 
Construction 
Government 
Other 

Ratios to GDP (1982/83) 
Exports of goods and noufactor services 
Imports of goods and nonfactor services 
Central government revenues (fiscal year from April 1) 
Central government expenditures (fiscal year from April 1) 
External public and government-guaranteed 

39.1 
50.8 
28.7 
44.3 

debt (end of year)&/ 89.7 
Gross domestic savings 8.6 
Gross investment 20.3 
Money and quasi-Poney (end of year) 43.9 

Annual changes in selected economic 
Indicators 1979 1980 1 1981 \ 

Prel. 
1982 

Real GDP per capita 
Real GDP 
GDP at current prices 
Domestic expenditure (at current prices) 

Fixed investment 
consumption 

(per cent) 
-2.9 -6.5 0.7 
-1.5 -5.4 1.9 
14.3 10.6 8.8 
17.6 11.1 20.4 

(49.9) (-7.8) (38.3) 
(13.0) (16.0) (13.9) 

-0.5 
0.7 
8.4 

10.2 
(21.0) 
(11.5) 

GDP deflator 16.0 16.9 6.8 7.6 
Consumer prices (annual averages) 29.1 27.2 12.6 6.9 

Central government revenues 
Central government expenditures 

Money and quasi-money 
Maaey 
Quasi-money 

Net domestic bank assets L/ 39.6 37.0 29.0 33.1 
Credit to public sector (net) (30.5) (33.81 (12.3) (28.3) 
Credit to private sector (Y.8) (12.6) (17.7) (20.5) 

Merchandise exports (f.o.b., in U.S. 
dollars) 2.8 11 26.5 -11.9 -17.1 

Merchandise imports (c.i.f., in U.S. 
dollars) 

Travel receipts (gross, in U.S. dollars) 

16.0 31 15.6 23.8 -7.9 
33.1 11 7.6 35.5 12.3 

(per cent) 
8 
6 

16 
9 

16 
45 

1979/80 1980/81 1981/82 1982/83 
9.2 5.2 30.4 5.5 
6.0 21.5 13.7 10.2 

14.2 19.5 28.8 24.5 
(17.1) (a. 1) (17.0) (2.4) 
(12.1) (27.6) (36.0) (36.0) 
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Central government finances 

Revenues i/ 
Expenditures 
Current account surplus 

or deficit (-1 
Overall deficit (-1 
External f inaming (net) 
Domestfc financing (net) and 

Balance of papnvnts 
Merchandise exports (f .o. b. ) 
Merchandise imports (c.1.f.) 
Travel (net) - 
Investment income (net) > 
Other services and transfers (net) ) 
Balance on current and transfer 

Prel. 
1979/80 1980/81 1981/82 1982/83 

(millions of Jamaica dollars) 
11133.0 1,191.7 1,552.o 1,638.0 

-1,664.2 -2,021.8 -2,299.O -2.534.0 

-174.8 -355.6 -103.0 -223.0 
-531.2 -830.1 -747.0 -896.0 

140.2 219.6 590.0 425.0 
residual 391.0 610.5 157.0 471.0 

accounts 
Official capital (net) 
Private capital (net) and errors 

and omissions 
SDR allocation 
Change in official net reserves 

(increase -) 

International reserve position 

Central Bank (gross) 
Central Bank (net) 

IME’ data (as of March 31, 1983) 
Article VIII status 
Intervention currency and rate 
Quota 
Cumulatfve purchases 

(millions of U.S. dollars) 
798.0 1,009.5 888.9 736.5 

-1,045.O -1,201.6 -1,488.l -1,370.O 
205.7 

-155.7 

-197.0 -190.9 -455.3 -431.1 
34.0 211.2 427.1 396.5 

-17.0 -180.8 71.2 -111.9 
10.0 10.0 - ** 

170.0 

Mar. 31 

230.2 300.0 337.7 
-286.7 -225.3 -234.6 

57.7 68.8 99.3 

150.5 -43.0 -146.5 
51 51 

Mar.,31 Mar. 31-Mar, 31- 
1980 1981 1982 

(millions of SDRs) 
84.6 73.6 126.8 

-432.3 -582.8 -472.7 

1983 

87.7 
-619.2 

U.S. dollar at J$1.78 per US$ 
SDR 111 million 

SDR 760.3 million 
Regular purchases (including SPP and EAR) SDR 587.4 million 
Compensatory financing facility purchases SDR 143.7 million 
Oil facility purchases SDR 29.2 million 

Cumulative repurchases SDR 183.9 million 
Fund holdings of Jamaica dollars under 

tranche policy 439.8 per cent of quota 
Total Fund holdings of Jamaica dollars 599.3 per cent of quota 
EFP arrangement (April 13, lY8L-April 12, 1984) SDR 477.7 million 

Purchases thereunder SDR 328.0 million 
Status of drawing rights thereunder Operatfonal 

Special Drawing Rights Department 
Cumulative SDK allocation SDR 40.6 milLion 

Net acquisftion or utllfzation (-) of SDRs -SDR 40.6 atlllfon 
Holdings of SDRs 0.0 per cent of allocatton 

Share of profits from gold sales USS8.4 million 

I/ Includes purchases from Fund. 
T/ In relation to the stock of money and quasi-money at the beginning 

of-the period. Excludes contra-entry for SDR allocations. 
21 Calendar year. 
41 Bauxite levy receipts are net of transfers to the Jamaica National 

Lnv’estment Company 0~10. 
51 SDRs converted at USSl = SDR 1.13. 



Table 15. Jameica: Selected Economic and Ftnancial Indicators 

FY lYWt34 FY 
1980 PY 1981/82 PY 1982/83 1983/W 

Actual Program 

~Origlnal 
ActuAl Program Est. Program Program 

(Annual percentage changer, unless otherwise specified) 

National income and prices 
GDP at constant pricea 
GDP deflator 

-5.4 
16.9 

Consumer prices (average) 

External sector 
(m.llLions of U.S. dollars) 
Exporta. f.o.b. 
Imports, c.i.f. 
Non-oil tnportr, c.1.f. 
Nominal effective exchange rate 

(depreciation -) 
Real effective exchange rate 

(depreciation -) 

Government budget 
Revenue and grants 
Total expenditure and net lending 

doney and credit 
Doaestic credit (aet)l/ 

Selected public rector 
Other 

Money and quasl-moaay (M-2) 
Velocity (GDP divfded by M-2) 
Intererr rate (annual rate, 

savings deposit) 

27.2 

3.0 1.2 5.0 2.0 5.0 3.3 
18.0 6.9 9.8 6.4 . . . 8.4 
Id.0 9.0 10.0 7.3 . . . Y.U 

962.7 
1.159.5 

721.6 

-3.4 

7.7 

1,139.o 888.9 
1.55b.O 1.488.1 
1.019.0 1.008.4 

. . . 5.1 

. . . 6.1 

I ,073.O 736.5 1.478.0 Y14.6 
1.725.0 1.370.0 2.125.0 1.220.0 
1.253.0 953.0 . . . 829.0 

. . . 3.2 

. . . 2.6 

5.5 14.5 30.2 17.8 5.5 
23.2 15.1 13.7 11.4 10.7 

36.4 23.4 24.2 14.7 33.1 
(29.8) (8.0) (8.3) (5.3) (28.3) 

(6.6) (15.4) (15.9) (9.4) (5.6) 
17.4 27.5 28.3 20.1 24.5 

3.0 3.2 2.6 2.7 2.3 

9.0 . . . 9.0 . . . 9.0 

(In per cent of GDP, ualerr othervise specified)2/ 

Consolidated public aector deficit -14.4 . . . -11.3 . . . 
Central govermnt savingr -7.3 -3.8 -2.0 -1.7 
Central government overall deficit 17.0 13.3 14.1 12.9 

Domestic bank financing (10.1) (1.0) (3.6)1/ (0.3) 
Foreign financing (4.5) (11.3) (11.2) (10.6) 

Grow domestic Investment 15.0 17.7 19.5 23.9 
Gross domeutic savings 9.2 7.8 6.6 9.7 
Current account deficit -6.2 -9.Y -15.6 -14.2 

External debt 
Inclusive of use of Fund credit i/ 58.9 . . . 76.1 73.3 

Debt srrvfce as a per cent of 
exports and service receipt8 r/ 15.0 31.3 23.7 21.1 

Incarest paymanta (In per cent of 
exports of goods and services) 10.5 14.4 lb. 1 14.5 

(In milliona of SDILr. unless othervise specified) 

-14.6 
-3.9 
15.7 

(11.5) 
(7.5) 

20.3 
8.6 

-13.4 

Lit.7 

25.7 

15.6 

Itvera11 balance of p4yments 
Cross international reserves 

(months of imports) 
External payments arrears 

(end of period) 

-57.5 -15.4/30.0 ,! 33.1 -12.+/40.7 y -134.0 

0.9 U.9/1.1 zi 1.1) L.b/Z.O 6/ 0.9 

89.1 32.3 - -- 22.9 

. . . 

..a 

. . . 

. . . 

. . . 

. . . 

. . . 

. . . 

. . . 

. . . 

. . . 
1.0 

10.0 
(*..I 
( 1 . . . 

. . . 

. . . 
-9.4 

. . . 

. . . 

. . . 

66.7 

3.0 

. . . 

. . . 

21.1 
4.1 

11.4 
(-3.2) 
(14.6) 

19.5 
2.1 

. . . 

-0.7 
-2.k 

-1U.J 
(2.5) 
(7.8) 

15.8 
14.2 
-3.J 

db.6 

Lb. 3 

15.2 

111.0 

2.5 

-- 

I/ In relation to banking system Liabilities. 
i/ For FY 1981182 comparison of ratlos to tiDP reflect a dounvard revlslon ot GDP irom program estimcaces. 
T/ Note that publfc sector domestic bank ffnancing was still vithln program Limits. through uciLitacLo? 

of-the automatic adjustment formula for shortfalls in special budgetary dsslstance. 
4/ Average of beginning and end-of-period debt. 
T/ Debt service payments including obligations to the Fund and net IJ~ rescheduled amorcizaclon payment,. 
g/ bnge of acceptable outcome, depending on the level of external support. 

.- -. 
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Table 16. Jamaica: Financial Relations of the World Bank 
Group with Jamaica 

(In millions of U.S. dollars) 

Outstanding as of February 28, 1983 
Disbursed Undisbursed Total Repayments 

Total IBRD 372.31 90.68 462.99 49.33 

Agriculture and forestry 
Education 
Population and rural 

development 
Transportation 
Power 
Utilities 
Program loan 
EDF 
SAL 
Other 

IFC investments 8.8 

Fiscal year (July l- 
June 30) 

29.89 8.19 38.08 4.90 
23.10 6.70 29.80 7.86 

18.25 5.55 23.80 
52.82 3.98 56.80 
39.60 31.65 71.25 
19.81 - 19.81 
30.00 -- 30.00 
57.91 10.59 68.50 
76.20 -- 76.20 
24.73 24.02 48.75 

10.4 2.3 

3.24 
9.52 

16.07 
3.39 
2.31 

mm 
-- 

2.04 

Actual Est. Proj. 
1979/80 1980/81 1981/82 1982/83 1983/84 

Net disbursements (IBRD) 30.5 46.2 91.5 86.0 83.1 
52.6 Disbursements 35.3 99.2 loo.o~/ 99.1 21 

Repayments 4.8 6.4 7.7 14.0 16.0 

Source: IBRD. 

l! Includes projected disbursements from a second structural adjust- 
meZ loan of USS35 million. 

21 Includes projected disbursements of the remaining USS25 million 
frzm the second SAL. 
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Table 17. Jamaica: Velocity of Circulation l/ 

1976 
1977 
1978 
1979 
1980/81 
1981/82 

Money and 
Money 2/ Quasi-Money 3/ 

9.03 3.42 
7.14 3.14 
7.61 3.36 
7.95 3.35 
8.26 3.11 
7.65 2.61 

1982183 
Program 
Estimated 

8.47 2.71 
8.11 2.28 

1983/84 
Program 8.34 2.13 

Sources : Bank of Jamaica; and Fund staff estimates. 

L/ Gross domestic product divided by end-of-period stock of money 
or money plus quasi-money. 

&/ Money defined as currency in circulation plus domestic commer- 
cial banks’ demand deposits. 

A/ Quasi-money defined as time plus savings deposits. 
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Table 18. Jamaica: Seiected interest Rates 

(In per cent per annum) 

1978 
Average for Period 

1979 1980 1981 1982 

Bank rate 
Treasury bill (90 days) 
Long-term government bonds 

Time deposits 11 
3-6 months weighted 
6-12 months weighted 

Savings deposits 
Prime lending rate L/ 

Comparable Interest rates 

Treasury bills (90 days) in: 
Barbados 
Trinidad and Tobago 
United Kingdom 
United States 

Eurodollar deposits (90 days) 
in London 

Memorandum item 
Change in consumer prices 

(average) 

9.00 
8.26 

11.70 

5.88 
(5.68) 
(5.53) 

7.00 
11.00 

9.00 11.00 11.00 11.00 
9.15 9.93 9.83 8.55 

12.28 13.61 13.70 13.68 

7.43 8.69 9.85 10.48 2/ 
(8.28) (9.53) (10.48) (10.71)2/ 
(7.55) (8.78) (10.03) (10.69@ 

7.00 
11.00 

9.00 
13.00 

9.00 
13.00 

9.00 
13.00 

4.82 4.88 5.63 9.49 13.25 
3.60 3.16 3.06 3.06 3.05 
8.51 12.98 15.11 13.03 11.47 
7.22 10.04 11.62 14.08 10.72 

8.73 11.96 14.36 16.51 13.11 

35.00 29.10 27.20 12.60 6.8 

Sources: Bank of Jamaica; and International Monetary Fund, International Financial 
Statistics. 

I/ Overall average weighted rate of time deposits ranging from call money to deposits 
of-24 months and above. 

2/ This is a base rate to which commissions and fees are added. 



Table 19. Jamaica: Net International Reserves of the 

(End of period, in millions of U.S. dollars) 

Bank of Jamaica 

1981/82 1982/83 1983/W 
1978 1979 1980 Prog. 11 Act. 1/ -- Act. 2/ Prog. 21 Act. 21 Prog. 2/ 

Net international reserves -324.2 -463.9 -532.2 -594.6 -539.8 -472.7 -457.2 -619.2 -494.2 -- 

Gross reserves 50.3 65.5 92.8 139.8 130.7 126.8 289.2 87.7 308.4 - -- P P - 

Keserve liabilities -374.5 -529.4 -625.0 -734.4 -670.5 -599.5 -746.4 -706.9 -802.6 
Of which: IMF -180.5 -351.4 -309.3 -565.2 -542.0 -471.1 -604.2 -626.2 748.7 

Arrears -63.4 -55.2 -113.6 -42.0 -- -- -- -24.7 -- 
I 

Memorandum item: 
Gross reserves/imports 

(in weeks) 

F- N 
I 

3 3 4 5 4 4 9 4 11 

Sources: Bank of Jamaica; and Fund staff estimates. 

1/ Conversion rate US$1.30 = SDR 1. 
y/ Conversion rate LJSS1.13 = SDR 1. - 
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Table 20. Jamaica: Exports and Tourism 

Actual Est. Prol.-_ --.- 
1980/81 1981/82 1982/83 i3zmz-- - 1984/85 19W86 

A. Major Commoditie_e_ I/ 

Bauxite 
Value 
Volume 
Price 

201.0 152.0 129.6 170.8 150.8 217.0 
6.3 4.8 3.9 5.1 4.5 6.0 

32.1 31.7 33.6 33.5 33.5 36.2 

583.5 516.8 364.0 451.9 458.0 592.8 
2.6 2.3 1.7 2.1 2.0 2.4 

227.0 227.7 212.2 212.0 229.0 247.0 

48.9 48.6 45.0 57.4 63.8 72.2 
121.9 128.3 122.2 156.6 170.0 190.0 
401.1 378.7 368.2 366.5 375.0 

7.8 5.8 11.0 17.0 25.8 43.0 
20.8 22.3 25.0 40.0 60.0 100.0 

375.0 224.6 440.0 430.0 430.0 430.0 

B. Other Exports 

138.1 156.2 170.0 200.0 236.0 278.0 

C. Tourism 

492.7 613.8 699.9 770.0 831.0 873.0 
364.3 ZZZT 502.9 553.0 597.0 627.0 ' 
128.4 167.8 197.0 217.0 234.0 246.0 

65.5 71.0 75.5 80.0 85.5 92.5 
39.0 37.5 39.0 41.5 44.5 48.0 

9.9 10.2 9.5 9.5 9.5 9.5 

242.2 
237.2 

5.0 

328.4 368.7 429.0 445.0 -- -- 
322.1 361.0 420.0 485.0 

6.3 7.7 9.0 10.0 

563 .O 
551.0 

12.0 

AlUmilk 
Value 
Volume 
Price 

Sugar 
Val;te 
Volume 
Price 

Bananaa -- 
Value 
VoluJm 
Price . 

Nontraditional 
exports (value) 

Vmors (in 
thouaaudr) --a-- .- 

Stopover arrivals 
Cruise visitors 

Daily expenditure 
per tourfst (in_ 
U.S. dollars) 

Stopover visitors 
Cruise visitors 

Average length of 
stay (in daysIll 

Expenditure (in 
millions of 
U.S. dollars) 

Stopover arrivals 
Cruise visitors 

Sources : Jamaican authorities; and Fund staff estimates. 

l/ Value in millions of U.S. dollars; 
for bauxite and alumina, 

volume in millions of long tons 
thousands of long tons for sugar and bananas; and 

price in U.S. dollars per ton. 
2/ Stopover visitors only. 



- 44 - 

Table 21. Jamaica: Special External Assistance for 
Balance of Payments and Budgetary Support, 1983/84 

(In millions of U.S. dollars) 

Balance of Pay- 
ments Support 

Budgetary 
Support 

Donor countries 239.8 212.3 

United States 165.8 
United Kingdom 7.0 
Canada 21.0 
West Germany 4.0 
Netherlands 4.0 
France 9.0 
Japan 5.0 
Japan 5.0 
Italy 15.0 
India 5.0 
Sweden L/ 4.0 

Multilateral 115.0 
IBRD(SAL) 60.0 
IBRD (EDF) 15.0 
IDB 30.0 
OPEC 10.0 

Other 
Venezuela/Mexico oil facility 

158.3 
7.0 

21.0 
4.0 
4.0 
9.0 
5.0 
5.0 

-- 
-- 

4.0 

70.0 
60.0 

-- 
-- 

10.0 

105.0 
23.0 

Eximbank 12.0 -- 
Commercial banks 82.5 100.0 
Official refinancing 121.0 41.0 

Total 593.3 21 446.3 -- 

l/ Grant. 
y/ Rounded up to US$594 million for purpose of adjusting program 

ceilings. 
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Jamaica: Summary of the Financial Program for 
the Third Year of the Extended Arranaement 

Real GDP growth 
GDP deflator 
Consumer prices 

External sector 
Growth in bauxite exports (volume) 
Growth in tourism expenditure 
Current account deficit 
Balance of payments surplus 

Gross reserves (end of period) 
in weeks of nonbauxite imports 

Debt service ratio 21 

Central Government finances 
Overall deficit 
Current deficit 

Money and credit 
Broad money growth 
Increase In net credit to 

consolidated public sector 
Increase In credit to private sector 

Assumptions and/or 
Objectives I/ 

3.3 per cent (2.0) 
8.4 per cent (6.4) 
9.0 per cent (7.3) 

28 per cent (-22) 
16 per cent (12) 
3.0 per cent of GDP (13.4) 
US$125 million 

(-lJSS147 million) 

13 (4) 
26.3 per cent (25.7) 

10.3 per cent of GDP (15.7) 
2.4 per cent of GDP (3.9) 

19.5 per cent (24.5) 

-3.3 per cent (30.8) 
18.7 per cent (36.0) 

Principal elements of the program. 

1. Fiscal policy 

Reduction in central government deficit to 10.3 per cent of GDP to 
be achieved through: 

(a) Measures to increase revenue to 31.0 per cent of GDP from 
28.7 per cent in 1982183, Including improvements In tax administration 
(J$60 million), new tax measures (J$60 million), and the transfer of 
current and accumulated profits from public enterprises and the Bank 
of Jamaica (JSlOO million). Special bauxite transactions to provide 
JS80 million of revenue. 

(b) Measures to lower expenditures to 41.2 per cent of GDP from 
44.3 per cent, mainly through cutbacks in capital expenditure. 

l/ Figures in parentheses refer to 1982/83, estimated outurn. 
?/ In terms of exports of goods and services, including obligations 

to-IMF. 
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2. Money and credit policies 

(a) Cumulative limit on increase in net domestic credit to the 
consolidated public sector, with appropriate quarterly ceilings (per- 
formance criterion). 

(b) Cumulative reduction in the net domestic assets of the Bank 
of Jamaica, with appropriate quarterly ceilings (performance criterion). 
Both credit ceilings are adjustable in a downward direction without 
limit for any excess In special external assistance over projected 
amounts ; an upward adjustment of up to a limit of J$27 (USSlS) million 
will be permitted for shortfalls in assistance for the December quarter 
only. 

(c) Maintenance of liquid assets ratio at 40 per cent. Interest 
rates to continue to be market-determined. 

3. External sector policies 

(a) Minimum improvement In the net international reserves of the 
Bank of Jamaica of IJSS125 million, with appropriate quarterly ceilings, 
adjustable as in 2(b) above (performance criterion). 

(b) The transfer of USS484 million in foreign exchange payments 
to the parallel market. 

(c) Special bauxite/alumina contracts to provide USS160 million 
in incremental exports. 

(d) The elimination of all commercial payments arrears, deferred 
oil payments, and overdue EDF replenishment obligations (performance 
criteria). 

(e) Limits on disbursements of debt contracted on nonconcessional 
terms of LJS$250 million within the maturity range 1 to 12 years and of 
US$60 million within the maturity range of 1 to 5 years (performance 
criteria). 

4. Deregulation 

(a) No further reduction In the incidence of price controls, but 
termination of the requirement of prior notification of price changes. 

(b) Further reduction of items on the restricted list of imports, 
subject to discretionary licensing procedures. 

(c) Increased government divestment by further reductions in par- 
ticipation in commercial activities through the sale or leasing of 
state-owned enterprises. 
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Description of Modified Exchange Arrangements, 
as of Xay 18, 1983 

I. Summarv 

On January 10, 1983, Jamaica legalised the informal parallel 
foreign exchange market and Implemented a number of Important changes 
to its exchange and trade control regime. Subsequently, on May 18, 
new regulations governing CARICOH transactions were also implemented. 
All foreign exchange transactions in the parallel market must now be 
conducted through the commercial banks, which set buying and selling 
rates In accordance with prevailing conditions of supply and demand. 
The official and parallel markets are delineated by both type of trans- 
action and status of transactor. The official market handles the 
following transactions: traditional exports, 50 per cent of nontradi- 
tional exporters’ earnings from non-CARICOM trade, essential imports 
(including food, petroleum, agricultural inputs, and pharmaceuticals) 
and certain invisible transactions and capital transfers. In addftion, 
all other imports by the Government and EDF participants, specified 
raw material Imports by JCTC, and the basic Import requirements of 
tourism operators are financed at the official exchange rate. All 
other non-CAKICOM transactions take place on the parallel market. 
CARICOM transactions, except those payments designated for the offl- 
cial market, are conducted at special exchange rate of J$2.25 = USSl. 
An illustrative list of the cash payments and receipts conducted in 
the official market is presented in Table 22 of this attachment.l/ 

II. Arrangements for Exporters 

1. Traditional exports 

All proceeds derived from the export of bauxite, alumina, bananas, 
and sugar must be surrendered at the official exchange rate. The essen- 
tial import requirements of the agricultural sector may also be purchased 
in the official market. 

2. Nontraditional exports 

(4 Non-CARICOM. Nontrad$tional exporters to non-CAKICOEI coun- 
tries are required to surrender at least 50 per cent of their export 
earnings at the official rate. The local currency proceeds may either 
be retained or used to repay outstanding obligations to the EDF. The 
remainder of the export earnings must be surrendered to a commercial 
bank in exchange for a negotiable foreign currency claim. This claim 
provides automatic access to imports of raw materials, spare parts, and 

l/ This list will be modified as transactions are shifted to the 
pazallel market as provided for under the 1983/84 program. 
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capital goods (I.e., all imports except consumer goods). Apart from 
the retained earnings scheme, the nontraditional exporter may finance 
his import requirements in any of three ways. First, upon fulfillment 
of certain conditions, he is entitled to an annual foreign exchange 
allocation from the EDF for imported inputs, equivalent to 50 per cent 
of planned export earnings; all EDF transactions are valued at the 
official exchange rate. Second, he may, subject to any Import quota 
restrictions that may apply, purchase foreign exchange on the parallel 
market. And third, he may utilize JECIC lines of credit, repayments of 
which are made at the parallel exchange rate. Nontraditional producers 
who export to CARICOM and non-CARICOM countries more than 5 per cent of 
their annual output and/or producers with access to EDF resources may 
import without quantitative limit all goods except consumer items. 
Quota restrictions apply to producers who do not fall into either of 
these categories. 

(b) CARICOM. Nontraditional exporters to CARICOM countries are 
required to surrender their foreign currency proceeds at the special 
CARICOM exchange rate. They are entitled to EDF foreign exchange 
allocations equivalent to 80 per cent of official rate anticipated 
export earnings; these allocations are also valued at the special 
CARICOM exchange rate. 

III. Import Procedures 

On January 10, 1983, the practice of issuing “no-funds” import 
licenses for all goods, except genuine gifts and imports by the bauxite 
sector was, terminated. Three separate procedures apply for obtaining 
authorization to import. 

1. EDF participants. Nontraditional exporters may obtain automati- 
cally and without quantitative limit permits for all imports, except 
consumer goods. These imports may be financed through EDF funds, 
retained export earnings, and/or foreign exchange purchased on the 
parallel market. EDF documents are sufficient to clear goods through 
customs; no import permit is required. 

2. Nonrestricted imports. For those importers not participating in 
the EDF and who export 5 per cent or less of their total output, non- 
restricted imports are issued automatically up to pre-specified quota 
limits. The quotas apply to individual importers, but are computed on 
the basis of aggregate import ceilings across broad groups of commodi- 
ties. For producers, quotas are determined on the basis of imported 
input/output relationships, for traders on "performance" during the pre- 
ceding period, and for higglers on the basis of returns made to the 
Revenue Board. These regulations apply to both official and parallel 
market transactions. 

3. Restricted imports. Permits are issued on a discretionary basis. 
All imports in this category must be purchased on the parallel market. 
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A further 60 items were taken off the restricted list on February 28, 
1983 and present policy provides for the removal of the remaining 240 
items over the next three years. 

IV. Exchange Control 

All invisible transactions and capital transfers continue to require 
Bank of Jamaica authorization. With effect from January 10, 1983, no new 
funds may be credited to Retained Accounts and Special Retained Accounts; 
existing balance8 may be either sold on the parallel market or used to 
purchase imports against valid import permits. All but a specified list 
of private sector invisible payments (including education and medical 
expenses, passenger fares, and profit and dividends) are now conducted 
on the parallel market. No changes were made In the quantitative 
limits on foreign exchange allocations for Invisible payments. 
Proceeds from loans and investment abroad and principal and interest 
payments in respect of loans approved by the Bank of Jamaica continue 
to be handled on the official market. The modified exchange control 
regulations do not require sellers of foreign exchange on the parallel 
market to divulge the source of their earnings. 



Table 22. Jamaica: Illustrative List of Foreign Exchange 
Cash Payments and Receipt8 in the Official Market 

Sales to Official Market 

I 

Purchases From Official Market 

By transaction 

1. Exports of bauxite, 
alumina, sugar, 
bananas 

i 
By transactor I 

I 
1. Government I 

2. Tourism operators I 
I 

1. 

2. 

By transaction 

Basic food L/ 1. 

Basic agricultural 2. 
materials L/ 

2. 50 per cent of non- 
traditional 
exporters' earnings 

3. Freight charges 

4. Interest, profits, 
dividends 

5. Loans, investments 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

Petroleum / 3. 

Essential Items for 
tourism L/ 

Commercial arrears 

Medical products and 
expenses 11 

Business travel/passenger fares I/ 

Education expenses 

Private sector interest, 
profits, dividends L/ 

Principal payments A/ 

By transactor 

Government 31 - 

Specified raw 
materials IIR- 
ported by JCTC A/ 

EDF participants 
(non-CAKICOM) 

I 

1/ To be shifted to parallel market as provided for in 1983/84 program. 
-1 >(I per cent (US$ I10 million) to be shifted to parallel market. 
51 LJ’) per ceut (UsS3U million) to be shifted to parallel market. - 
A/ OII private debt contracted after January 10, 1983 and converted at the official rate of exchange. 
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Kingston, Jamaica 
May 24, 1983 

Jacques de Larosiere 
Managing Director 
International Monetary Fund 
700 19th Street, N.W. 
Washington, D.C. 20431 

Dear Mr. de Larosiere: 

1. Annexed are (1) an Economic Policy Memorandum of the Govern- 
ment of Jamaica approved by Cabinet and covering the policies and pro- 
gramme for FY 1983/84, the third year of the extended arrangement, and 
(2) a Technical Memorandum of Understanding setting out certain opera- 
tional guidelines for N 1983/84. In accordance with the extended 
arrangement approved by the Fund on April 13, 1981, we request that the 
equivalent of SDR 149.8 million be made available to Jamaica during the 
third year of the extended arrangement, including appropriate use of the 
Fund's borrowed resources. 

2. The annexed Technical Memore.lzdum of Understanding describes the 
key targets and policy undertakings for the third year of the programme 
set out in the attached Economic Policy Memorandum. The Government of 
Jamaica understands that during any period until March 31, 1984, in re- 
spect of which any of these targets or policy undertakings are not ob- 
served, Jamaica will not request any purchase under the arrangement 
until reaching understandings with the Fund regarding the circumstances 
in which such purchases may be resumed. 

3. The Government of Jamaica recognises that the performance 
clauses of March 31, 1983, relating to net international reserves, net 
domestic assets, net domestic credit to the selected public sector and 
arrears on current external payments, were not observed. This nonobser- 
vance resulted from shortfalls in the balance of payments support programme 
under the EFF arrangements for FY 1982/83 as well as reduced export 
earnings consequent on the world economic recession. The Government has 
initiated discussions to secure the external resources required to off- 
set the shortfall experienced in FY 1982/83. If these efforts are not 
successful, Jamaica will intensify the adjustment process by measures 
described in the accompanying Economic Policy Memorandum in order to meet 
substantially the balance of payments and Fiscal targets established for 
the EFF programme. Jamaica will continue to pursue the export-oriented 
adjustment programme implicit in the EFF arrangements and the improvement 
of the net international reserves of the Bank of Jamaica through the 
strengthening of the external accounts. The Government, therefore, re- 
quests that the Board of Executive Directors of the Fund grant a waiver 
relating to the nonobservance of the relevant performance clauses at 
March 31, 1983. 
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4. The Government of Jamaica believes that the polices set out in 
the annexed Economic Policy Memorandum for the third year of the extended 
arrangement and further elaborated in the annexed Technical Memorandum 
of Understanding are consistent with the strategies, direction and objec- 
tives of the economic programme which was presented to the Fund as a 
basis for the extended arrangement. The Government will periodically 
consult with the Fund, in accordance with the Fund’s policies on such 
consultations, about the progress being made in the implementation of 
the programme described in the annexed Economic Policy Memorandum and 
about any policy adaptations judged to be appropriate for the achievement 
of its objectives. In any event, the Government will consult with the 
Fund before October 31, 1983 on the policies affecting demand management 
and the exchange system, as outlined in paragraph 36 of the annexed 
Econolaic Policy Memorandum. The Government will consult with the Fund 
on or before March 31, 1984 on the policies and measures for a possible 
subsequent arrangement with the Fund in support of the medium-term 
strategy outlined in the attached Economic Policy Memorandum. 

Yours sincerely, 

/I¶/ 
Horace Barber 

Governor 
Bank of Jamaica 

/S/ 
Edward P.C. Seaga 
Prime Minister and 
Minister of Finance 

and Planning 

Annexed : Economic Policy Memorandum of the Government 
of Jamaica for N 1983f 84. 

Technical Memorandum of Understanding 
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Technical Memorandum of Understanding 

ANNEX I 

1. This Memorandum describes more concretely certain key targets 
and policy understandings of the accompanying Economic Policy Memorandum 
of the Government of Jamaica. 

2. The stock of net domestic credit to the selected public sec- 
tor over the period from March 31, 1983 through March 31, 1984 will not 
increase by mre than J$173 million. This stock will not increase by 
more than J$ZOO million from March 31, 1983 through June 30, 1983; by 
mre than J$312 million from March 31, 1983 through September 30, 1983; 
and by more than J$316 million from March 31, 1983 through December 31, 
1983. The third quarter ceiling will be subject to an upward adjustment 
of J$27 million for any cumulative shortfall in disbursements of ex- 
ternal loans and credits from the projected amount set out in the attached 
Table 1. The quarterly ceilings will be subject to a downward adjustment 
for any excess of disbursements of external loans and credits over 
the projected amount set out in the attached Table 1. For the purpose 
of this paragraph 2, net domestic credit to the selected public sector 
is defined to include the net credit from the Bank of Jamaica and the 
domestic commercial banks to the Central Government, local government, 
and selected public sector entities, less Bank of Jamaica and domestic 
commercial bank holdings of government securities and less the change 
in the stock of government securities held by the selected public 
entities during the program year, plus the total outstanding stock of 
Government securities. The selected group of public sector entities 
is listed in attached Table 3. 

3. The stock of the net dcwestic assets of the Bank of Jamaica 
over the period from March 31, 1983 through March 31, 1984, will decline 
by no less than J$192 million. This stock will increase by no more than 
J$85 million from March 3i, 1983 through June 30, 1983; increase by no 
more than J$175 million from March 31, 1983 through September 30, 
1983; and by no more than J$130 million from March’31, 1983, through 
December 31, 1983. The third quarter ceiling will be subject to a 
maximum upward adjustment of J$27 million for any cumulative shortfall 
in disbursements of external loans and credits from the amounts set 
out in attached Table 2. These quarterly ceilings will also be subject 
to a downward adjustment, for any excesa over the projected disbursements 
set out in attached Table 2. For the purpose of this paragraph 3, the 
stock of the net domestic assets of the Bank of Jamaica is defined as 
the difference between (I) the sum of the stocks of currency in circula- 
tion (defined as the currency issue minus the amounts held by the Bank 
of Jamaica and domestic commercial banks) and the local currency 
counterpart of the gross cumulative allocation of special drawing 
rights; and (ii) the stock of net international reserves of the Bank 
of Jamaica as defined in paragraph 4 below. 

4. The net international reserve position of the Bank of Jamaica 
will improve to at least negative US$494 million by March 31, 1984. 
During FY 1983/84, the reserve position will not deteriorate below nega- 
tive US$662 million from March 31, 1983 through June 30, 1983; will 
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not deteriorate below negative USS715 million from March 31, 1983 
through September 30, 1983; and will not deteriorate below negative 
US$656 million from March 31, 1983 through December 31, 1983. The 
net international reserve target will be subject to a maximum downward 
adjustment of US$15 million during the third quarter of the program 
year for any cumulative shortfall in disbursements of external loans 
and credits from the amounts set out in attached Table 2. The net 
international reserve targets will be subject to upward adjustments, 
for any cumulative excess over the.projected disbursements set out in 
attached Table 2. 

External commercial payments arrears which amounted to USS25 mil- 
lion on March 31, 1983 will not exceed USS17 million through June 30, 1983 
and through September 30, 1983, and will be eliminated by December 31, 
1983. The authorities do not intend to permit any new commercial 
arrears to be incurred after that date. Outstanding replenishment 
obligations to the EDF will be eliminated by August 1, 1983. Due 
obligations for oil payments to Venezuela and Mexico, which amounted 
to US$73 million on March 31, 1983 will be reduced to USS65 million 
by June 30, 1983, to US$41 million by September 30, 1983, to USS20 mil- 
lion by December 31, 1983, and eliminated by March 31, 1984. 

Projections of the net International reserves of the Bank of 
Jamaica for March 31, 1983, are shown in attached Table 4. For the 
purpose of this paragraph 4, foreign assets of the Bank of Jamaica are 
defined to exclude the foreign assets of the Export Development Fund; 
and foreign liabilities of the Bank of Jamaica are defined to include 
(i) promissory notes by the Bank of Jamaica related to any prepayment 
of exports other than receipts from normal bauxite levy prepayments; 
(ii) any new borrowing by the Government, Bank of Jamaica or any public 
sector entity with a maturity of less than one year and not directly 
related to imports or commodity trading; and (iii) external payments 
arrears. Liabilities arising from disbursements from the Venezuela and 
Mexico oil facility will be treated as liabilities of the Central 
Government for purposes of these reserve targets. All reserve liabili- 
ties shown in the attached Table 4 will continue to be treated as such, 
irrespective of any change in maturity. Arrears are defined to include 
all external payment arrears, including overdue obligations of the 
Government or governmental entitles. "Undue delays" for the purpose of 
defining arrears will include any delays of more than seven banking 
days beyond the date on which payment is due. After August 1, 1983, any 
replenishment obligations by the Bank of Jamaica to the EDF in excess 
of the defined quantities by the World Bank will also be considered 
arrears. All assets and liabilities in SDRs will be converted into 
U.S. dollars at the accounting rate of SDR 1 = USS1.13. These assets 
and liabilities in other currencies will be converted into U.S. dol- 
lars at the rates used by the Bank of Jamaica on March 31, 1983. 

5. During FY 1983/84, from April 1, 1983 to March 31, 1984, dis- 
bursements on account of external debt of the public sector (defined 
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as consisting of the Central Government, local government, the group 
of selected public sector entitles listed in attached Table 3, the 
Bank of Jamaica and any other public sector entity) and of the private 
sector with government-guarantee, with maturities of at least one year 
and up to and including five years, will not exceed USS60 million; and 
disbursements on account of such debt with maturities of at least one 
year and up to and including 12 years will not exceed US$250 million. 
For the purpose of this paragraph, the external debt disbursements 
covered by these ceilings are defined to exclude loans and credits ex- 
tended or guaranteed by foreign governments, their agencies, and multi- 
lateral lending institutions, but to include all loans from commercial 
banks, including those cofinanced under the SAL or those to refinance 
FY 1983184 maturities. External debt disbursemepts will be expressed 
in U.S. dollars, with conversions from other currencies effected at 
the exchange rates prevailing when the debt is, disbursed. 

6 During FY 1983/.84, the Government does not fntend to introduce 
any new'multiple currency practice other than those described in para- 
graphs 37 and 38 of the attached Economic Policy Memorandum or impose 
any new or intensify any existing restriction on payments and transfers 
for current international transactions or, for balance of payments rea- 
sons, introduce any new or intensify any existing restriction on imports, 
and will not enter Into bilateral payment agreements with member coun- 
tries of the Fund. 



- 56 - ATTACHMENT TO 
ANNEX I 

Table 1. Jamaica: Disbursements of Special Assistance 
for Budgetary Support, FY 1983/84 l-/ 

(In millions of Jamaica dollars) 

April 1, 1983-June 30, 1983 130 

April 1, 1983-September 30, 1983 312 

April 1, 1983-December 31, 1983 536 

April 1, 1983-March 31, 1984 795 

L/ Excludes disbursements under project loans/suppl’lers’ credits. 
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Table 2. Jamaica: Disbursement of Special Assistance 
for Balance of Payments Support, FY 1983/84 L/ 

Millions of Millions of 
U.S.. dollars Jamaica dollars 

April I, 1983-June 30, 1983 101 180 

April 1, 1983-September 30, 1983 212 377 

April 1, 1983-December 31, 1983 405 721 

April 1, 1983~March 31, 1984 594 1,056 

l-/ Excludes disbursements under project loans/suppliers' credits 
and levy prepayments. 
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Table 3. Jamaica: Selected Group of Public Entities 

Airports Authority 
Air Jamaica 
Capital Development Fund 
Jamaica Broadcasting Corporation 
Jamaica Merchants Marine 
Jamaica National Investment Company 
Jamaica Commodity Trading Corporation 
Jamaica Omnibus Service 
Jamaica Public Service Company 
Jamaica Telephone Company 
Jamaica International Telecommunications Company 
Montego Bay Bus Company 
National Hotels and Properties 
National Housing Corporation 
National Housing Trust 
National Insurance Fund 
National Sugar Company 
National Water Authority 
Port Authority 
Sugar Industry Authority 
Urban Development Corporation 
Water Commission 
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Table 4. Jamaica: Net International Reserves of 
the Bank of Jamaica 

(In millions of U.S. dollars) 

March 31, 1983 A/ March 31, 1984 l-f 
Actua?. Projection 

Net international reserves -619.2 -494.2 

Assets 87.7 308.4 
Liquid 32..1 270.3 
Nonliquid 55.6 38.1 

Liabilities 706.9 
IMF 626..2 

Compensatory financing (74.6) 
Stand-by purchase (24.6) 
Extended-Fund facility (527,.0) 

Commercial, banks 1.,5 
Central Bank of Libya 50.0 
Norway Consultancy Fund 1.0 
Bank of China 0.6 
Bank of Ecuador -- 

CARICOM 2.9 
Payments arrears 24.7 

802.6 
748.7 
(54.5) 
(24.6) 

(669.6) 
-- 

50.0 
1.0 
0.3 

-- 

2.6 
-- 

Sources: Bank of Jamaica; and Fund staff estimates. 

L/ SDRs converted at USs1.13 = SDR 1. 
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Economic Policy Memorandum of Jamaica 
Financial Year 1983/84 

ANNEX II 

Introduction 

1. The Government of Jamaica enters the third year of the Extended 
Fund Facility programme (FY 1983/84) with a continuing and abiding 
conviction that an export-led development strategy is the only viable 
path for achieving economic recovery at levels of real growth that will 
be sustainable without recourse to special balance of payments support. 
The Administration believes that an enduring solution to the foreign 
exchange problem which has plagued Jamaica for many years is attainable 
only by this route. 

2. The policies and actions supporting this strategy are reflected in 
a Structural Adjustment Programme implemented by the Government in 
FY 1981/82 with the assistance of the World Bank. Appendix A sets out 
the action already taken. The Government considers that the programmes 
supported by Structural Adjustment and the Extended Fund Facility com- 
plement each other in ensuring the economic recovery of Jamaica in the 
shortest possible time. Nevertheless, these programmes must be sup- 
ported by urgent action for reviving world economic activity and trade. 
These and other related issues are matters for other forums but must be 
kept in mind in an assessment and evaluation of the strategy and action 
which Jamaica is pursuing to secure growth, reduce unemployment, improve 
living standards, and meet the rising expectations of its peoples. 

3. There may be less occasion this year for an extended statement on 
the Jamaica Economic Recovery Programme of the type presented to the 
Fund in March 1981 and 1982, respectively. However, while a statement 
in detail of the-course to be pursued may not now be necessary, it is 
appropriate to restate some of the basic elements and the principles to 
which this Administration is irrevocable committed--if only to provide 
a backdrop for assessment and evaluation of policies and programmes. 

Part I--Policies and Structural Adjustment 

4. The export-oriented Recovery Programme emphasises the rehabilita- 
tion and expansion of the traditional exports of tourism, bauxite/ 
alumina, and agriculture; and the initiation of. policies and programmes 
for structural adjustment of the productive sector to facilitate exports 
of manufactured and agricultural goods mainly to the markets of North 
America, and the European Economic Community; Reliance will be placed 
on the private sector as the propellant force for productive and commer 
cial activities and on measures to ensure the efficient working of the 
market system. The State will establish the policy environment and 
infrastructure to allow the market mechanism to function effectively; 
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and government participation in the productive sector will be confined 
largely to traditional utility operations in the areas of power, trans- 
portation, and telecommunications. 

Deregulation 

5. During the past two years, the Administration has established a 
climate conducive to private initiative and enterprise by liberalising 
the market system through progressive elimination of regulatory measures 
on trade and commerce, including price controls, import licensing and 
state marketing. The majority of items has been removed from specific 
price control and the number of items which require prior notification 
to the Prices Commission substantially reduced. Currently 20 items 
are subject to price control compared with 81 at the beginning of the 
programme. Except for prohibited goods, import licenses are now issued 
on an automatic basis. State marketing is restricted largely to bilat- 
eral transactions with friendly governments through food aid and related 
programmes; in any event, such commodities are retailed through the 
distributive system of the private sector. A programme has been imple- 
mented for progressively dismantling over a period of five years, the 
system of quantitative restrictions on imports applied to some 300 
products. Already 40 per cent of restricted iteme have been removed and 
ultimately, import restrictions will be confined solely to products 
which are strategic to national and social interests. 

6. On January 10, 1983, the Administration took additionsl steps to 
improve the operation of the market system and encourage expansion of 
the errport sector. A two-tier foreign exchange regime was introduced 
with the legislation and institutionalising of the nonformal parallel 
market as a function of the domestic commercial banking system. A 
fixed exchange rate regime (at parity) is operated by the Central Bank 
for specified transactions such as official debt service, oil payments 
and essential imports and services. Receipts from bauxite/alumina, 
traditional agricultural exports , specified tourism services, official 
loan flows and 50 per cent of receipts from nontraditional agricultural 
and manufacturing exports, are directed to the official market. All 
other payments and receipts take place within the parallel market at a 
floating rate of exchange and currently, amounts to 22 per cent of non- 
bauxite transactions for goods and services. 

7. As an incentive, exporters to countries outside the CARICOM area 
may retain 50 per cent of export receipts in the form of a negotiable 
export certificate. These export certificates may be sold within the 
parallel market regime to any domestic or export producer, and used by 
the holder for imports of raw materials, spare parts and capital goods. 

Sector programmes 

8. Specific structural adjustment measures have been implemented for 
the manufacturing, agricultural and the public sectors. Action pro- 
grammes for seven priority subsectors have been devised to assist the 
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manufacturing sector in reorganising sub-sector operations. The focus 
will be on a range of products competitive with imported substitutes 
and, where comparative advantage permits, access to external markets. 
Private foreign investment inflows are an important ingredient for the 
expansion of the manufacturing sector and the export thrust. The 
Government has initiated investment promotion in North America, certain 
European countries and the Far East to attract new ventures. Proposals 
have been made covering activities in manufacturing, mining, transporta- 
tion, tourism and agriculture. Already, 181 new enterprises are in 
place with an investment level of USS139 million. To further strengthen 
the export efforts, a comprehensive review of the competitiveness of 
Jamaican production with particular emphasis on the manufacturing sec- 
tor will be undertaken by September 1983 with World Bank assistance. 
The objective is to develop an action plan and related measures to 
remove constraints to exports and to secure the improvement in indus- 
trial efficiency necessary for quantum increases in exports of manufac- 
tured goods. 

9. The structural adjustment programme in agriculture emphasises 
better resource use, the reconstruction of commercial agriculture with 
a bias toward exports, including rehabilitation programmes for the 
sugar and banana sub-sectors, and the deregulation of external marketing 
organisations. After extensive study, an action programme is now in 
place for reviving the sugar sector. The objective is to lift sugar 
production and exportables to meet the requirements of the guaranteed 
share of the Common Market and also Jamaica’s share of the U.S. market 
under the trade component of the Caribbean Basin Programme. The target 
is an export level of 156,000 tons for FY 1983/84 rising to 190,000 
tons in FY 1985186. Related export earnings should attain USS72.2 mil- 
lion in FY 1985/86 compared to USS45 million in FY 1982/83. 

10. The banana export sector has been more difficult to reorganise and 
revitalise. However, it is now agreed that production for exports 
should be confined to high yielding but relatively small acreage with 
the potential of attaining output levels to meet export requirements on 
a competitive basis. The agreed action programme which is supported by 
foreign commercial enterprises, projects export levels of 40,000 tons 
for FY 1983/84 rising to 100,000 tons in FY 1985/86. Output of export- 
ables was at the low level of 25,000 tons in FY 1982/83. Export earn- 
ings will rise to US$43 million in FY 1985/86 compared to US$ll million 
in FY 1982183. 

11. In regard to the Public Sector the Government has divested 26 enter- 
prises by sale, lease or liquidation, and 8 enterprises are currently 
up for sale. Action programmes have been implemented to reduce costs 
and improve efficiency and profitability of the air ttansportat!on, 
power, water and communication utilities which remain in Government 
ownership. Budget subsidies to Public Enterprises have been reduced 
from J$43 million in FY 1981/82 to JS19 million in FY 1983/84. The 
objective is to eliminate current subsidies altogether. 
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12. Tax revenues have been increased from 18 per cent of GDP in 
FY 1980/81 to 24 per cent of GDP in 1982/83, by a continuing programme 
of upgrading tax administration and securing tax compliance. Psyroll 
taxes and a shift of some commodity taxes from specific to ad valorem 
system, have been implemented. The Administration is reviewing the 
impact of the tax system on industrial and commercial policy with 
specific reference to the effect of the tax burden on productive effort 
and a shift of fiscal emphasis from duties on imports to internal taxes. 

13. A Three-Year Public Sector Investment Programme through FY 1985/86 
has been agreed with the World Bank and a system is in place for its 
preparation and monitoring on an ongoing rolling-plan basis. Both the 
Central Government Capital Budget and the rest of the Public Sector 
components of the programme are consistent with the criteria of the 
GOJ/Fund Programme relating to net external and domestic financing. 
The investment programme contains a "core" programme which applies tw 
key criteria in admitting projects: firstly, projects which maintain 
essential economic and social infrastructure and secondly, those which 
support the export-oriented development strategy. 

. 

14. Equally important is the strategy to maintain Current Expenditure 
within appropriate growth rates to attain positive Central Government 
savings. An evaluation study of Current Services commlssioned to assist 
the evolution of such strategy till determine the adequacy and need for 
resources within existing prescribed mandate, mission and objectives, 
ard also identify inefficiency and waste. Overall, Public Sector sav- 
ings are targeted at a level of 3 per cent of GDP for FY 1983/84 com- 
pared to a deficit of 1.6 per cent of GDP in FY 1982/83. 

15. The financial institutional structure for medium-term credit to 
the agricultural and manufacturing sector has been strengthened by the 
establishment and operation of development financing agencies which 
mobilise external financing flows and disburse resources to the produc- 
tive sector through the commercial banking system. Furthermore, mane- 
tary instruments are being developed for attracting external migrant 
flows through foreign currency denominated deposits of the banking 
system and foreign currency denaninated bonds of the Central Bank. 

Part II-Current Economic Performance 

16. The programme for FY 1982/83 and the related structural adjustment 
action outlined in previous paragraphs, were framed against a modest 
Improvement in world econanlc activity and some recovery of interna- 
tional trade from stagnation levels. The programme projected buoyancy 
in the Jamaican export sector with traditional and nontraditional ex- 
ports rising sharply. Instead, the year 1982 has seen a marked deteri- 
oration in world economic activity and the worst recession in 50 years. 
To further compound matters, the debt problems of middle level develop 
ing countries assumed alarming proportions. The ensuing enormous 
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strains on the international financial system inhibited the transfer of 
financial resources through the comerciai banking mechanism. External 
banking institutions withdrew previous willinq support of sovereign 
risk medium-term credit to developing countries for balance of payments 
purposes; for many banks the Latin American and Caribbean area became 
untouchable for lending operations. 

17. Despite this dismal world picture, the Jamaican economy registered 
real growth of 2 per cent during FY 1982/83 compared to the program 
target of 5 per cent and outturn of 1.2 per cent for FY 1981/82. The 
nonbauxite sector grew by 3.7 per cent compared with 2.5 per cent in 
FY 1981/82. However, the bauxite/alumina sector declined by 17.3 per 
cent in real terms relative to FY 1981/82. Capital formation achieved 
20.8 per cent of GDP compared to 19.5 per cent in FY 1981/82 and 
15.4 per cent in FY’1980/81. Inflation was constrained to 7 per cent 
compared to 4.7 per cent in FY 1981/82 and 24 per cent in FY 1980/81. 
Finally, unemployment worsened marginally to 27.9 per cent of the 
Iabor force at October 1982 compared with 27 per cent at April 1982. 

18. Notwithstanding the creditable real sector performance, the quanti- 
tative performance criteria at March 31, 1983 relating to net interna- 
tional reserves, net domestic assets, net domestic credit to the selected 
public sector and arrears on current external payments, were exceeded. 
The net domestic credit ceiling was J$137.2 million above target as 
Central Government f1sca.l performance deteriorated in relation to the 
program. The Current Account deficit of 1.9 per cent of GDP compared 
to a program level of 1.6 per cent and deficits of 2.0 per cent and 
7.3 per cent for FY 1981/82 and FY 1980/81, respectively. The overall 
deficit achieved 13.7 per cent l/ of GDP against the program target of 
12.9 per cent and outturn of 14T2 per cent for FY 1981/82. This 
deterioration was largely due to the reduction in the export levy on 
bauxite resulting from the sharp drop in world demand. Normal levy 
receipts for the year attained.only 53 per cent of the program estimate. 
The Administration initiated a special arrangement for prepayment of 
levy on three years of future bauxite exports to provide alternative 
resources. Each prepayment will be set off against future tax liability 
but will be foregone if a tax liability is not incurred during the 
three-year period. Both tax revenues and overall expenditure improved 
relative to programme levels for FY 1982/83 with overall expenditure 
3.2 per cent below programme estimates. 

19. The balance of payments reflects mixed fortunes. The balance of 
payments registered a deficit of USS147 million in FY 1982/83 compared 
to the projected programme surplus of USS13 million and the improvement 
of USS42 million in FY 1981182. Additionally, as of end March 1983, 
there were arrears of trade payments amounting to USS25 million and 
outstanding credits for oil transactions of USS72 million. The main 

l/ The difference from the Fund estimate of overall deficit of 
15T5 per cent of GDP arises from the treatment of resource flows relat- 
ing to a special bauxite transaction in FY 1982183, which Jamaica re- 
gards as an overpayment of taxes rather than a financing flow. 
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reasons for the substantial deterioration in the net international 
reserves of the Bank of Jamaica were the reduction in targeted export 
earnings by USS336 million of which bauxite/alumina earnings accounted 
for uSS257 million; shortfalls of US$170 million in special balance of 
payments assistance; and increased capital flight. Nevertheless, the 
Current Account deficit improved to 13.4 per cent of GDP, largely due 
to a contraction of imports. 

20. The programmed private capital inflows of USS75 million were re- 
versed to a net outflow of USS112 million and compares with a net inflow 
of uSS71 million in FY 1981/82. The developments and World Bank-IMF/GOJ 
discussions in the second half of 1982 relating to the formalisation of 
the parallel market through the banking system led to speculation 
against the Jamaica dollar and increased the leakage of foreign currency 
fran the official market. The prior action undertaken by the Government 
of Jamaica on January 10, 1983, in implementing a two-tier exchange rate 
regime is expected to address this issue of the massive hemorrhaging 
of foreign exchange. 

Part III - Future Prospects and Programme for FY 1983/84 

21. The Government is determined to continue policies and actions for 
sustaining improvements In the Jamaican economy and securing gains al- 
ready achieved. The Government fully recognises that the forthcoming 
programme must take account of the realities of the changed world econo- 
mic environment. Furthe more, the programme must rely increasingly on 
Jamaica’s own foreign exchange earnings and less on concessional balance 
of payments support. The associated net external financing needs must 
be consistent with prudent external debt service policy and management. 
To this end, the Government has evaluated the economic programme through 
FY 1985/86 based on a firm programme for FY 1983/84 and indicative pro- 
grammes for subsequent years. The evaluation parameters include the 
export-oriented development strategy and related structural adjustment 
programme and actions referred to in previous paragraphs. 

22. The mediunrterm scenario indicates that the Jamaican economy will 
attain real growth of 3 per cent per annum or more. The cardinal as- 
sumption is the recovery of world economic activity to a growth rate of 
over 2 per cent per annum and a rise in the volume of world trade of not 
less than 3 per cent per annum. Consumer prices would rise by an annual 
rate of 10 per cent in FY 1983/84 compared to the single digit perfor- 
mance of the two previous years. Thereafter, price changes should be 
in line with the experience of Jamaica’s trading partners. The main 
reason for the rise of prices to double digits in FY 1983/84 is the 
impact on costs of the parallel market which was institutionalised in 
January 1983. 

Wages policy 

23. The policy of free collective bargaining based on ability to pay 
and, within appropriate and effective conciliation and arbitration 
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mechanisms, will continue. Pay awards within the private sector aver- 
aged 15 per cent in FY 1982/83. It is expected that such awards during 
FY 1983/84 will be contained within the projected inflation level. 
Many of the more significant awards (Sugar, Bauxite, Utilities, etc.) 
were settled last year on a multiyear basis and do not constitute pay 
disputes for this programme year. 

24. Currently, Public Sector pay awards are under negotiation within 
the limits of the overall central government deficit agreed with the 
Fund. The Government recognises that its ability to attract and retain 
staff at critical management, professional and technical positions 
turns on an appropriate compensation plan. The success of the Structural 
Adjustment Program depends on the availability of such staff in the 
right numbers, at the right place and at the right time. A strategy 
will be developed during this year within the context of the World Bank 
SAL II to enable key positions to be filled by suitable personnel. 

Fiscal policy 

25. Initially, the EFF Programme projected a turn-around in the Current 
Account from a deficit to a surplus of at least 1 per cent of GDP and a 
narrowing of the overall deficit to 10 per cent of GDP at FY 1983/84. 
A review of the scenario for fiscal improvement became necessary when 
fiscal performance deteriorated in FY 1982/83, due to a decline in the 
export levy on bauxite and shortfalls in external flows. The overall 
deficit is now projected to improve to a level of 10.8 per cent of GDP 
in FY 1983/84, 10 per cent of GDP in FY 1984/85 and 9.0 per cent of GDP 
by FY 1985/86 compared to an estimated 13.7 per cent for FY 1982/83.1/ 
In the same period, the Current Account will turn from a deficit of 
1.9 per cent of GDP to a surplus. The underlying reasons are threefold. 
Firstly, tax policy and action will maintain revenues at an average of 
26 per cent of GDP per annum for the period compared to 18 per cent of 
GDP in FY 1980/81 and 24 per cent in FY 1982/83. In addition, it is 
projected that the export levy on bauxite will recover to previous 
years’ amounts of over JS340 million with the anticipated turn-around 
in world economic activity. 

26. Secondly, measures will be taken to contain the growth rates of 
current services below that for Current Account resources. An action 
program will be prepared on the basis of a study commissioned under 
World Bank SAL 11, to evaluate existing current services and determine 
the adequacy and need for resources to meet mission objectives. Public 
Enterprises have been directed to pursue financial policies and pro- 
grammes for generating surpluses as a contribution to their respective 

1/ Due to different treatment of resource flows relating to a Spe- 
cial bauxite transaction in FY 1982/83, these projections correspond to 
10.3 per cent of GDP in FY 1983/84, 9.5 per cent of GDP in FY 1984185, 
and 8.5 per cent of GDP in 1985186 in the Fund’s projections. 
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investment programmes. Thirdly, the Government has implemented a roll- 
ing three-year Public Sector Investment Programme which is constrained 
by the availability of sustainable external inflows and the need of the 
productive sector for domestic credit. 

27. The Central Government overall deficit is projected at 10.8 per 
cent L/ of GDP for FY 1983184 compared to 13.7 per cent for FY 1982183. 
Programmed fiscal resources of 30 per cent of GDP include a tax effort 
equivalent to 1.7 per cent and will raise tax revenues to 25.7 per cent 
of GDP. The intensification of compliance efforts will realise some 
50 per cent of the incremental amount; and increases in internal taxes 
on commodities will yield the balance. An amount of JS150 million 
equivalent to 2.3 per cent of GDP, will come from the transfer of prof- 
its of Public Enterprises and special transactions for marketing incre- 
mental amounts of' bauxite and alumina. The Government commits itself 
to increase the tax effort for FY 1983/84 to the extent that any of 
the special transactions now under negotiation produce less than the 
desired amount. 

Monetary policy 

28. By voluntary agreement with the commercial banks, the applicable 
liquid asset ratio during FY 1982/83 was'set at 40 per cent of pre- 
scribed liabilities compared to the statutory ratio of 29.5 per cent. 
However, the banks maintained lower ratios than agreed which resulted 
in excessive credit expansion to the private sector. A proportion of 
this credit found its way to low priority sectors. In January 1983, 
the Bank of Jamaica took corrective action by increasing the statutory 
liquid asset ratio to the full extent permitted by Law and in March 
1983, further raised the legal ratio to 36 per cent. This liquid asset 
ratio will be maintained for FY 1983/84. Incremental credit to the Pro- 
ductive sector is targeted to meet the growth objectives of the programme. 
To achieve this, the Central Government will be a net lender to the 
Banking System in the amount of about J$lOO million. Additionally, the 
Bank of Jamaica will maintain the existing ceilings on credit to the dis- 
tributive sector and for personal services, so that sufficient credit is 
channelled to the priority sub-sectors. 

29. The foregoing Credit Policy, supported by the agreed Fiscal Policy 
and Programme, will ensure that domestic expenditure is consistent with 
the programmed balance of payments and price objectives. Appropriate 
limits have been placed on net domestic assets and net domestic credit 
to the public sector. The Government will pursue interest rate policies 
to provide for optimum mobilisation of savings and allocation of re- 
sources to priority sectors. All Central Bank rediscount rates will 
continue to be set at levels no lower than the Treasury Bill rate which 
is responsive to market forces. 

l/ The difference from the Fund estimate of 10.3 per cent of GDP is 
due to adjustment to the fiscal accounts because of the treatment by 
the Fund of the Special Bauxite Transactions of FY 1982/83. 
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Balance of Payments management 

ANNEX II 

30. A significant improvement in the net international reserves of the 
Bank of Jamaica through the strengthening of the External Accounts re- 
mains the single most important objective of the Economic Recovery 
Programme. At the commencement of the EFF Programme, the strategy for 
the activation of the economy was to finance the projected trade gap 
and Current Account deficit largely through concessionary balance of 
payments support. Over time, reliance on such flows would be replaced 
by a quantum increase in export earnings. However, the experience of 
FY 1982/83 indicates th;t the development of flows to replace conces- 
sional finance will take a much longer time than envisaged. While 
there was a modest improvement in net international reserves of US$43 mil- 
lion in FY 1981i82, a deterioration of USS147 million occurred In 
FY 1982/83 FAinly due to the drop in world demand for exportable prod- 
ucts. 

31. The revised medium-term scenario projects an improvement in the 
Current Account deficit from 13.4 per cent of GDP In FY 1982/83 to 
6.0 per cent by FY 1985/86. This will result from a recovery in exports 
of bauxite/alumina on the resumption of world economic activity with 
the major impact by the third year. Furthermore, a sharp increase in 
export earnings should result from the action now taken under the Struc- 
tural Adjustment Programme to improve the performance of traditional 
agricultural exports and to encourage the expansion of nontraditional 
agricultural and manufacturing products. A balance of payments surplus 
is projected over the three years averaging around USS75 million per 
annum. 

32. A major feature of the recovery program has been the concessionary 
balance of payments support provided by Donor Countries and multilateral 
and bilateral financial institutions at around 10 per cent of GDP in 
FY 1981/82 and FY 1982/83, respectively. It is the expectation that 
there will be a gradual shift to more sustainable current and capital 
inflows, and such concessionary flows will decline to 6 per cent of the 
GDP by FY 1985/86. 

33. The Current Account deficit is estimated at 3.0 per cent of GDP 
for FY 1983/84 compared to 13.4 per cent in FY 1982/83. Exports are 
projected to rise sharply reflecting the recovery in world economic 
activity as well as the domestic structural adjustment programme. How- 
ever, in the absence of an adequate flow of foreign exchange imports 
will decline by 10 per cent relative to FY 1982183. A substantial re- 
duction in inventory levels during the programme year, will supplement 
imports to support the projected real growth target. Subsequently, in- 
ventories will be restored and imports for FY 1984/85 are projected to 
rise by 9.4 per cent over FY 1982/83. The continued growth of tourism, 
though at rates below previous years, will ensure a rising net surplus 
on the service account. 
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34. The balance of FLyments target for FY 1983/84 is set ‘at US$125 
million with projected support from concessionary financing of Us$390 
million or 10.8 per cent of GDP compared with US$313 million or 9.7 per 
cent of GDP in FY 1982/83. Accordingly, gross foreign reserves of the 
Bank of Jamaica will rise to around USS308 million equivalent to three 
months of nonbauxite imports. This compares with gross reserves of 
US$88 million at year end FY 1982/83. 

35. Arrears on payments and transfers for current international trans- 
actions amounting to USS25 million at March 31, 1983, will be cleared 
by December 31, 1983. No further arrears will be accumulated. Due ob- 
ligations under the Venezuela-Mexico Oil facility amounted to US$72 mil- 
lion at end of March 1983. Arrangements have been made to meet such obli- 
gations in four tranches in the course of 1983. 

36. To support and strengthen a viable balance of payments programme, 
greater use will be made of the parallel market mechanism which was 
implemented on January 10, 1983. The Government will transfer External 
Account transactions amounting to USS484 million to the parallel market 
which will then cover 35.4 per cent of nonbauxite imports and 34.4 per 
cent of service and transfer payments.. The parallel market mechanism 
has the objective of attracting the foreign exchange earnings which 
have not been surrendered to the Bank of Jamaica, and permits the use 
of such resources for priority imports and services. Furthermore, the 
mechanism serves as a protective shield for improving the gross foreign 
reserves of the Bank of Jamaica to levels supportive of normal trade- 
related financing. The system will be continuously evaluated by the 
Bank of Jamaica to ensure its efficacy, so as to ease the present for- 
eign exchange constraint on an enduring basis. The Bank of Jamaica 
will not intervene in the parallel market on a net basis over the pro- 
gramme year. The domestic resources corresponding to the exchange loss 
incurred with each purchase of foreign exchange will be sterilised. 

37. The decision of 10th January 1983 to legalise and institutionalise 
the nonformal parallel market, was interpreted by CARICOM countries 
as an attempt by Jamaica to reduce, if not eliminate, the competitive- 
ness of their exports. Under the arrangements nondesignated goods im- 
ported from CARICOM were valued at the parallel market exchange rate, 
while the official rate of exchange was applied to export proceeds and 
Bank of Jamaica clearing balances. Countervailing measures were taken 
by some countries and in consequence CARICOM trade was substantially 
reduced. Accordingly, the countries participating in the CARICOM Trade 
and Payment system, have agreed that effective from May 18, 1983, 
Jamaica will apply an intervention rate of J$2.25 = USSl.00 in settle- 
ment of CARICOM transactions which are not designated for the official 
market, as well as Bank of Jamaica balances in the CAKICOM clearing 
facility. This CAKICOM reference rate will be reviewed in six months 
or earlier as necessary. In view of the limited size of trade within 
the CARICOM region, the economic impact of this exchange rate action 
will be minimal. 
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38. The Bank of Jamaica is servicing Current and Capital transactions 
within the official market from export earnings and loans. The cost 
to the Bank is not now covered by the present commission charge to its 
customers of l/16 of 1 per cent on sales of foreign exchange. The 
Government has agreed that the commission charge should be increased 
on a temporary basis to 3 per cent of foreign exchange sales. 

39. A major factor in the fiscal and balance of payments performance 
for FY 1982/83 was the shortfall of USS170 million in the programmed 
special balance of payments assistance and the sharp drop in external 
earning 9. For FY 1983/84 external official capital inflows are pro- 
jected at US$719 million including major support from commercial loan 
sources. The Government of Jamaica recognises that measures must be 
in place to meet any eventuality of a substantial reduction in these 
flows. The main objective will be to sustain the targeted balance of 
payments surplus of USS125 million for FY 1983/84 and the corresponding 
increase in the foreign exchange reserves of the Bank of Jamaica to 
three months of nonbauxite imports. In the event, therefore, that ex- 
ternal earnings and programme inflows are substantially reduced, imports 
will be contracted by an equivalent amount except where alternative 
trade-related financing support becomes available. In the event 
also that the shortfalls reduce resources to the Central Government 
Budget, there will be an equivalent adjustment to the Public Sector 
Investment Programme. An evaluation of possible shortfalls will be 
undertaken by the end of July 1983 and the appropriate adjustments 
determined in consultation with the Fund. 

Government of Jamaica 
April 1983 
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Jmica: Socmd Structural Mjumtmnt Iam Rogrn 

Structural Mjurtaat Prowan e-w.- 
Action Alrmd~n . w-. Stmpr to b TabI ------- -- 

I. salma or Paymat nm~ -. ---- .- 

1. lotrim rnhalg l lloutioa 
achal18u 

2. Import liansins aymtr 

II. savinga ald Iartumt 

1. Public aactor rmlag# 

nlo fnforud tolrigl l 9unga 
rtht hu bma fully lagalird 
rad inrtitutlmalixod tithln th 
cormrcial bmks, rlth raw 
vwias accordio# to hmdl 
ru~ly cmdttima. 

I... 3 

Tim igore licunring l ptu.. 
baa boon coplatalp taorpiud. 
Imports oa drbr roaivm m 
lapore quota ln WS b broad 
utogory or good& or LC thy 
arm nmrr@sd l portarm, thy 
•~ quota-llra l xapt for is 
port0 of eon~ulr goodm. AI1 
fgort pmmitm l ~1 iamnd auto- 
aatiesll~ to holdarr of quotu 
and holdarr ol l portm l tatuo 

cmrtifiatia. 

Gova-t ‘i. eodtud to elf- 
dmting a11 cutteut mubridirr 
to the publii umrprirr in 
n 19lwlJ4. Vor mt ontoP 
primer, 4ctim program havm 
•lr8d~b8atdoQmd taaehiam 
thlr. rd to iaerman th 
l atwpriwm catribatima to 
tlm.flnacing of thofr invamt- 
mat. prosram. For six antar- 
prirr, l peific eonditimal- 
it7 ir included la the SAL. 
includla~ .u#u ad baamu 
(nay below). 

JurLti Omibw brrlcr: A 
dacimim ha bom takod to 
primtim JO8 by JUM 30. 1983. 
Rr ,dotallod plm Car thim haa 
bmn approved by th Smk. 

Jaicahrblic Smrwkm Co.: A 
tuiSC iacnm &mimd to 
achiava l 5 par aat rata 0C 
NLUro al UaaCrn was put 
loco plau in hbruary 1983. 

cial cormult&a lus bnn hired 
to ovarbul tha mammnt and 
l tructurm ol NW 0-r l on.-‘ 
ywr period. lirmt priority 
would bm aivan to tin corporate 
area. 

Acerim: Tim oprmtiow of tha 
jGXG1 l xchaga rrLt till 
k urafrrlly mmitorad to decor- 
rtnm uhmtbar my dditiatal 
muurw l rw mawary. A 
NVlaW or tllm couptitivanwm 
ol Jauiu'a l xportr of goodm 
md rrviuo vi11 bm carried 
out prior to nlan of th 
rcamd trmclm, md my MUS- 
l ary cottactivm action would b 
dmeidad upos at thmt tin. 

Action: lb opmutiow of th 
~rnta~lrillbr urmrull~ 
rraitolrd to .~mara char auto- 
melcity la mintahmd. ‘Ru 
quota ryscam will b cmviewd 
prior to nlww of th rcond 
trmclm wttb a vim to ltm wrly 
wodiflutial or l liminatim if 
wawaty. 

ktiour JO9 - mu JOS i* to k 
mpri=izad by Juae 30. 
1983. In accordma with tb 
plm apad wltb tha B-k. 

Rogru Dmmlopmc: JP.9 ia 
raquirad to mak an I) G ant 
return m woea in 1984. Tha 
plaw for thio wnuld k N- 
vimmd prior to rmiam ol tha 
ucond tranch. 

Action: WC - Prior to July 31. 
imr-ruir~ inCludinS carifl 
chmpr. wuld k uadmrtakm co 
mmra l 4 par cant rate ol ra- 
turn on mwts in elm KingIcon 
Corporate l mm. 
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Jtica: ‘hcmd Structural Mjuatlmt lam Rogro 

Smctor md Policy Irrm 
Structural Adjurtnat Rogram 

Actim Alrudf Taha strpr to k T&Ii -. ---- -- 

2. hblic ooctor Imm~twnt 
progru 

4. PrI+*to laveatmmlt 

III. Indurtq 

JUca g~I.Lwy Corporatim: A Actim: JPC - Prior to roleare 
cmrultat hu bmn mauitad of th l azd trmch, th ac- 
to rori~r tin tariff l tructura tim program would b agrud 
opd IdmtIfy tiaemoaIc 1In.o. md my cocw~ary tariff wa- 
ad to &oI~~ a0 l ctim plan to rurrr/lio~r cloruror would be 
l himw mconodc viability. mdmrtakaa. 

A thrm-yar PSIP for tb ymrr 
R 1983/814Y 19W86 VU prm- 
parad. &gular qmrmrly mmi- 
torlag rmporta arm bmlng pra- 
pwad md ruhdttad to t& 0ak. 
For R 1983/84 l -corm pro-o 
hu bun dovmlopd which II 
idmtical ulth tha capital bud- 
pt ad IO emoiotant ulth XIV 
tarpta. ~momic critarla for 
tin mlectim of roA projmctr 
ban ban qrmad uith elm 0ak. 

Pormigr l xclune dmwminatad 
l ccmta can aam bm bid, by 
dgramts vlthin Lb corrrcial 
baiklng rymtom. md than UT 
ba cmnrtod at, tlm parallal 
l xchu~ rata? Sitilarly, 
dgrrrtr~ trdrfaa cm oau k 
cmvmrtod at tha puallol rum. 
A rtudy of t& tax reform pro- 
gru hu bnn: coqlmted. A 
rtudy to datrrmim waya. to Ie 
Provo th fmctImIng of: capi- 
tal wrkatr has bmmn completed 
and rwiewd by th Covantrat 
aud, tlu Bnk. 

Conrnmt bu l atsblI#kd tba 
Nuimd Lbvmlopwnt Bat pld 
AgrIculturrL CradIt Bmk =d 
tlmu arm now opmr8tIaal. Bmk 
loaw for oati of than Inrtl- 
tutima l ra bming proalmd at 
thm l w rim aa t&- SAL. and 
my llaarury wuurmo would 
b IncLudod In tha cmditim- 
ality of tkou 10-a. 

(a) Auwd l lImlo~tIm t)ader SAL I. a program to elimi- 
of qwntIt~tIvm nata th 360 QRm ovar a fiva- 
certrictlms year pariod vu agrood upm. 

64 tmra remwad in hbruav 
1982, and a furthr 60 in 
Februa~ 1983. A arudy hu 
now been completed to determine 
the level of tariff thet would 
be eppropriam Par each item 
“pan removd tram the liat. IO 
edditim. ell QIlr a~ produc- 
tion inputs and capital gooda 
required by axportsrr for Chair 
exports have lmen removed. 

Actimr Prior to colour of 
thm l urnd trencha, tha PSIP 
would bm rollad ovar to covmr 
tlm parm R 1906/05--cI 1986/87. 
md within thir progru l corn 
progru uould k devonloped. 
Th ailiog for tha ovarall 
PSIP would k rwiawd and if 
rubsrary rrvind domuardm ln 
tb light of l pmctad available 
finacing. Tha program uouLd 
k l xtmdod to fncluda ~11 ttu 
ujor public entarpriaw, by 
tin dditim of tin Barna 
-7 md rho btrolwm Cor- 
poratim. 

Program Onvmlopmn t: A raviav 
of tax rafom m~uraa derimed 
to Lncreue prIv8te #wrInga 
would ba urrlad out la midyear. 
vith tha doptim of m l tim 
pro-n u l cmdltim for the 
-low of th rocmd trench. 

Actim : Satisfactory progrur 
in ttm forrrlatlm of muuru 
to Iaprova th fmctiming of 
rb capitfi urkata would be a 
cmditim for thm m1ea.w of 
ths ucmd trmchm. 

Actim : Prior to release of 
ch recmd tranche, a list vlll 
h publirhcd shoving tha order 
for tha meoval of all remsin- 
lng Qitm, md the tariffs chat 
will apply co each item after 
ramoval. 
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Jmaca: bcmd Srructura.l Mju8tlmnlC Loan program 

Swtor aad Policy Imru 
structurrl AdjuItmnt Rogrm 

ktim Nnuiy T&m stepa to be T&ml -- 

(b) tr~blirbmut of ox- Ib lncantiw program mdmr 
porr lnceariveo which axportorr of IloatN- 

(cl Lck of t0r.r~ 
exchange for 
rxport~rr 

(d) Actloll program 
priority WA- 
nccors 

2. In0ticutima.l refocr 

3. Import dale8 ad tu 
rrform 

IV. Ahpicultua 

1. Extamal ukmting 
orgmimtioaa 

dltlmrl good8 may ratah 
SO par cmc of tkir for- 
sign l xchanp runings from 
outaido CARICClkl, or ml1 
chew rrtainad earaiagm oa 
elm paruld markat bar b0eo 
r~tlrf8crorily put in-placm 
rhrougb tb commrclal bmlu. 

Import lianmin~ ia 04~ fully 
l utwtic for exportma. and 
aporter am frao from quotas, 
id.. thy have uarmrcrlcc~d 
aceam to import purchmw 
throuab tbm prallol mulct. 

for ktim program for mst of 
tha 7 priority submctoco 
tutn bea doflmd. and ttm 
work ir continukrg. 

A rtudy to davelop a program 
for tin rrtlmNlr~tlm of 
institutlmm within thm indus- 
trial sacfor hi km carried 
out. 

hriaw of indrutrial axd 
trade poliq. and of ch tax 
reform progru haor km 
carried out by ttm Bank md 
tivemmat . 

z4magmmat audita of Ch moo 
for coffaa, cocoa, dtrua, and 
p-to havm bema urriod out 
md th roe-ndmtlom arm 
kiug implamted. Studiem 
of elm mrkatin~ ad am- 
mrlutiag frmctlam of tha 
EIIOa are bing carried out. 
A program hu bm l graod 
for each of rho four com- 
adiciar for thm purlng 
on to furmrs of tha bena- 
firm of ttm export incm- 
tiva schmm. At th aam 
tim suboidiw to fmmrr on 
seedins /planning mawrid 
and crop cam for thus prod- 
ucta hava beo eliminated. 

Actim: A reviar of ttm compe- 
titivonrrr of Jauica’m axporta 
of goodr md aecviur vould ba 
comphtmd prior LO rdeara of 
thm ucond traucha. snd correc- 
tiu l xim uould k t&m if 
ammrrwy. 

ACthI: Riot co rahuo of 
tbo raxmd trmcho, th quota 
system md import licanriag 
rymtu uould k mviend, both 
to ml1urm thr full l Arom4ci- 
city of licaadng for export- 
arm, md almo to doterdm any 
modificAtionr muroary for 
thm quota ryaran. 

Actim: Ttu iapl~mnt~tim of 
thm actiw program vauld k 
raviemd prior co raleaao of 
tin second traactw and any 
corractivm aacmwary masurms 
would k t&n. 

reform of tbr iaitiiutfoos 
would k adopted, cogntlmr with 
. timtable of actions. 

ktlon: Satlrfactory programa 
in implomnt8tiou of elm 
program vould hm a condition 
for tbr rolwn of chm rocond 
tramha. 

Prosrr Dwmlopwac: A ald- 
ywr mviw of tans QI inportm. 
togatbar uith oclnr pusslbla 
tax reform muura#. uould k 
carrimd out. md l grwmnt OCI 
thr mttarm vould k rmchod 
prior to ralaaaa of tba second 
trmchr . 

Program kamlopmnr: Upon com- 
pleriou of cha tuu atudles. ac- 
&I program would k agreed. 
togattnr ultb l tiatablo for 
impl~mnratim, prtor to 
July 31. 1983. 

Action: Satisfactory progrers 
in tha ixplaoncrrion of the 
action program would ba a con- 
dltiou for tha relsase of tbm 
sacoud craneha. 
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Sector 8nd Policy fs8w 

Jamaica: Sacoad Structural Mjurtmmt Loan Rogram 

Structural Adjwtnmnt Program 
Action Almad~- Taken Steps to be Taken 

2. sugu 

3. Ballmar 

4. Land un 

lhtalled studier of the eugar 
sector have been carried out. 
and a revind rebab:litatlm 
program hu been developed, 
adopted, md Pinglced. U8nning 
level8 in factorier have ba8U 
reduced, aud the dom8tlc prica 
of eugu ha8 hen raired by 
30 par cent, u well 88 the 
lntroductlon of impattmt 
ChMe8 in tha ammgemnt Itruc- 
turn. Effort8 are continuing 
to relllleue th8 8ug8r f&z- 
torien. 

A managemat audit of thea Bauana 
Company ha8 been completed end 
an action program adoptad. A 
revind plm for the restruc- 
turing of the banana indurtry 
in Jamaicrr i8 now before the 
Governlaant for agree~nt. 

A program for the raleflaue of 
govemmnt-orn\ed land8 ir under 
way and progrerslng mtisfac- 
torily. 

2. FinMcial mn8gelmll~ Ikficlenclar and weaknesaee In 
CoJ’s budgeting 8nd financial 
manapmnt syatem8 and practices 
have been identified and a 
lang-term plan to improve these 
ha8 been agreed to. Caleul- 
tants haw baan appointed to 
aeri8t in tba i*lemntation 
of Pha8e I of tb program. 

3. Improvement of tb Managemnt audit.8 for the 
tote agenda8 Wlnietry of Finance and Planning, 

Uinletry of Public Sewice, and 
the Public Service Coamissim 
have been started through the 
Bureau of ManagePant Support in 
the Prim Hfnister’s Office. 

V. Pz bllc adminlr tratlar 

1. Public nrvica rtaffinq A task force ha8 been Bat up to Program Dwelopmnt: Prior co 
investigate way6 of eururing release of the second tranche, 
that staffing policy and pro- the Govern-ant vi11 adopt a 
cadure8 am coa8istant with atrategp to enable it to fill 
th8 Govaramnt’r priority priority ports ln the Covetn- 
need8. rmnt. 

Action : Completion of Phase I 
of the reform program, and 
adoption of a program for 
Phase 11 would be a conditfon 
for the rsleaee of the second 
tranche. 

Program Development: The audits 
vould be completed and action 
programs adopted prior to re- 
lease of the second tranche. 

Accclan: S8ti8faCtOty ptOgre88 
in tha implelaantatioa of the 
program would be a condition 
for the releaea of the second 
tranche. 

Program Davelopmanc: A study 
18 to b8 carried out to deter- 
mine tba optimum size for the 
rugu indU8trp In Jamaica. in- 

cluding an U8888IDtlt of which 
factorier. If any, should be 
cloeed down. 

Action : Satisfactory progrees 
in the imple9antation of the 
r?Ko~ndatianr of the manage- 
mant audit and of the restruc- 
turing plan would be 8 coadi- 
tian for th8 relea8e of the 
aacond tranche. 

Actian: Continued satisfactory 
ptOgm88 in th8 implementation 
of the program would be a con- 
dition for the releeee of the 
second tranche. 


