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1. SUMMARY AND RECOMMENDATIONS 

A. Recommendation: It is recommended that the Administrator of A.I.D. 
authorize a loan of $40 million from Economic Support Funds to provide 
balance of payments assistance to the Government of Jamaica. A request 
for a supplemental appropriation of Economic Support Funds (ESF) to finance 
this program was approved by Congress on December 11, 1980, and signed by 
the President on December 16, 1980 

B. Summary Justification: The Government of Jamaica is faced with an
 
enormous balance of payments gap 	currently estimated at more than US
 
$550 million in 1981. Although the new Seaga government is totally
 
committed to a program of economic recovery, it is confroated with
 
tremendous obstacles. Among the 	most important are the lack of financial
 
resources to purchase essential imports and to service a large external
 
debt, and the need to curtail public development programs in order to
 
reduce large GOJ budget deficits inherited from the former government.
 
The proposed A.I.D. program which has been designed in conjunction with
 
a prospective IMF Extended Fund Facility Agreement (EFF) and Other Donor
 
support, will alleviate the severe balance of -ayments problem facing
 
the economy. Special financing will be required to fill the projected
 
external gaps during the 1dl - 1983 period. This special financing is
 
estimated at:
 

(in million of US $) 

1981 1982 1983 

I.M.F. (gross) 200 200 177
 
Refinancing from Foreign Commercial Banks 113.3 87.1 80.2
 
Venezuela/Mexico Oil Facility 91 100 100
 
World Bank 40 40 40
 
Donor Countries 50 40 40
 
OPEC 10 10 10
 
Trinidad Oil Facility 10 10 10
 
A.I.D. 	 60 50* ? 

Total $574.3 537.1 457.2 

*FY 1982 CP 

The Mission and LAC Bureau have determined that non-project assistance 
is the most appropriate A.I.D. mechanism to use because of the need to 
respond quickly to urgent needs for foreign exchangc. A cash tiansfer 
is recommended bdca,ise of the need to accelerate disbursements in order 
to impact imrncdiately on the balance of payments problem. Previous 
experience in Jamaica with a 1977 Conmodity Import Program demonstrated 
that approximately three years were required to disburse $9.4 million. 

*US $1.00 - J?'1.78 
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The serious economic circumstances facing the new government necessitate
 
a rapid disbursement of U.S. dollars which can best be provided using
 
the cash transfer mechanism.
 

Upon receipt of loan funds, the Government of Jamaica will allocate the
 
local currencies generated by the $40 million cash loan to its 1981/1982
 
capital and recurrent budgets.
 

C. Summary Conditions and Covenants:
 

1. Lending Terms and Interest Rate - The Borrower shall pay the
 
loan to A.I.D. in U.S. dollars within twenty (20) years from the date of
 
first disbursement under the loan including a grace period of not 
to
 
exceed ten (10) years. The Borrower shall pay interest at the rate of
 
2% per annum during the grace period and 3% thereafter. Interest shall
 
be payable semiannually. The first payment of interest shall be due
 
and payable no later than six months after disbursement of the loan.
 

2. Repavment - The Borrower shall repay to A.I.D. the principal
 
within twenty (20) years from the date of loan disbursement hereunder
 
in approximately eqtual semiannual installments of principal and interest.
 
The first installment of principal shall be payable 9 years after the
 
date on which the first interest payment is due.
 

3. Disbursement/Tranching - The loan will be disbursed in 
two
 
tranches: (1) $10 million will be disbursed immediately upon satis
faction of initial conditions precedent (which are A.T.D.'s standard
 
provisions); and, (2) an additional $30 million will be disbursed upon
 
receipt of a letter from the IMF to A.I.D. which states that 
the Letter
 
of Intent submitted by the Jamaicans is acceptable to the IMF.
 

4. Conditions Precedent to Initial Disbursement - Prior to the first
 
disbursement under this Loan, or to the 
issuance by A.I.D. of documenta
tion pursuant to which disbursement will be made, the Borrower will,
 
except as the Parties may otherwise agree in writing, furnish to A.I.D.,
 
in form and substance satisfactory to A.I.D.:
 

-- An opinion from the Minister of Justice of the Borrower stating 
that this Agreement has been duly authorized and/or ratified by, and 
executed on behalf of, the Borrower, and that it constitutes a valid 
and legally binding obligation of the Borrower in accotcance with all
 
of its terms.
 

-- A statement representing and warranting that the named person 
or persons have the authority to act as the representative or representa
tives of the Borrower pursuant to Section 8.2, together with a specimen 
signature of each person certified as to its authenticity. 
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5. Procurement - The Borrower will covenant that, during the year

following the initial disbursement of A.I.D. loan funds, Jamaica
 
will import from the U.S. at least $40 million of goods and/or services,
 
excluding defense items and luxury goods and will submit the list to
 
A.I.D.
 

6. Waivers - No waivers are required.
 



---

II. BACKGROUND 

A. Seven Years of Decline; Jamaica has compiled a singularly dismnal 
economic record over the past seven-years. Between 1973 and 1980, GDP, 
measured inconstant Jamaican dollars, has declined a total of 18.3%, 
as production declined orstagnated inall mjrsectors of the economy* 
Real per capita income declined even more-a total of more than 25% 
between 1973 and 1980., Added to this decline in production and real 
incomes was a massive increase in unemployment. At the last official 
measurement, inOctober 1979, unemployment stood at 31.3%. More recent 
estimates put the rate somewhere ineMesa of 35%. 

Large fiscal and balance-of-payments deficits, meanwhile,: produced anofficial
 
foreign debt that' on September 30, 1980, totalled approximately $1.79 

billiona -Debt--aservice- pants due-approximatly- $.65-bilion-over--



the next three years (approximately 50% of total expected export
* 	 earnings)-have now, in fact, risen to the point where they effectivoly
 

exclude the possibility of an economic recovery baoed only on Jamaica's
 
own resource.,
 

B. Causes of the Decline: Behind this decline in the Jamaican economy 
were essentially four factors: a precipitous decline in private investment, 
a serias of unexpected shocks to the external account, the GOJ's mis
calculation as to the ultimate effects of a levy on bauxite production, 
and, lastly, a series of deficit budgets financed by large short-term 
foreign borrowings and excessive monetary expansion. 

Until its decline in the mid-seventies, foreign private investment had
 
effectively carried the Jamaican economy, offsetting large current 
account deficits that, as a percent of IDP, exceeded che current account 
deficits of recent years. Beginning in the early seventies, however, an 
exhaustion of opportunities in the two major sectors, bauxite mining and 
tourism, which had absorbed the largest portion of foreign investment funds 
throughout the 1950st 1960s and early 1970s, and a decline in foreign 
investor confidence in the future of Jamaica, produced to a large extent 
by the rhetoric of the then PNP government,
comb ie to reduce foreign private capital inflows to a point where the 
autonomous capital inflows could no longer cover the current account deficit. 
An overa1l payments deficit appeared for the first tine in 1975. By 1976 
this deficit had climbed to $244 million (112 of GDP) before declining 
under pressure 	from import and foreign exchange controls. 

These payments 	 deficits were aggravated by two unexpected shocks to the 
external account. First was the rapid rise in oil prices after 1973. 
Between 1974 and 1980, Jamaica's oil payments bill rose from US $195 
million (212 of total imports) to US $440 million (331 of total imports). r 

The second shock was an unanticipated decline in tourism receipts which 
followed unfavorable publicity regarding Jamica in several of JaMica L' 
major tourism markets, and a cut in travel from America and Western 
Europe which were in the middle of a severe recession. Between 1974 and 
1976, tourism receipts declined 21.5% in nominal toe and by a much 
greater amount in real terms before recovering in 1977, 1978 and 1979. 

The third factor In the decline was the government's umscalculation of the 
effects of a several fold Increase in the levy on bauxite production in 
Jamaica. Where Jamaica had expected the producer companies to accept 
the levy without serious complaint, the producer companie In fact 
resisted strongly, reducing bauxite production In iJmic during the 



1975 recession and accelerating the openingup new sources of supply in 
other countries. In two years,,bauite production in Jamaicadeclined
 
from 15.3 million metric tons in 1974 toonly 10.3 million metric ron8
 
in 1976. This decline alone accounted for nearly ones fourth of the
 

12.5% decline in GDP that occurred betwooe 974 aO 97o. 
The fourth factor i-%the decline was thie government's attempts to 
maintain employment and real incomes in, th"ae of declining production
through large government expenditure programs financedby, foreign
borrowings and money creation. This created-large fiscal defcitsian
exaggerated demand for~imjportsand the accumulation of a huges short 
trm foreign debt. 

_C. Impact on Production-and t=Dlament -- hi -losa nvaateot 
economic assets produced major declines ini prodction and emplomnt
throughout the economy. Over the seven year period between 1974 and 1960,
GDP, in constant 1974 Jamaican dollars, decreased a total of 18.3%. Over 
this same period, real per capita GDP declined even more - atatal of 
more than 25%. Unemployment meanwhile Increased rapidly, rising from 
20.7 of the labor force in October 1974 to 31.3%in October 1979.
 
In fact, over the five year period from 1974 to 1979, total employment

increaied by only 13, 000, while the labor fars Increased by more thn

140,000. 

Production declined or stagnated in all major sectors of the economy.

In minn, the decline in the demand for aluminum during he rec6alion
 
of 1975 and the decision by major producer companfes to devulop new
 
sources of supply outside of led a dclint of almost 40%
daaical to 
in real mining product between 1974 and l976. Threafteri,the slow 
recovery In the world markat and downward adjustmnt in the bauxite levy,
produced a slow and incomplete recovery. 

Inmanufacturing, a lack of fore~gn e*change to fund necessary capital
good and raw material imports, a loss of trained management personnel
and a declining domestic market for manufactures led to a 20X decline 
in real manufacturing product. This decline wa accomanied by a Wior 
cut In employment. Between 1974 and 19790 0000 of the 809000 jobs

in manufacutring were lost.
 

Inconstruction, th~e decline in national Investment (from 30.52 of GDP 
in 1974 to 10.51 In 1977) made Its effects felt first and moat severel~y.
Between 1974 and 19779 real GOP,in construction declined more then 402 
and has not recovered since. The loss in jobs totalled more than 
1500000 i.e., more than one-third of those employed In construction. 

Zn the service sectors, GDP declined very little because of large
Increases in expenditure an public administration, where eaployment
increased by eaost 40,000. GOP in twirisr, the other mar porLion
of tMq services acaounto followed a very uneven course throughout the 
late 1970as decreasing In 1975 and 1970 bi recovering in 1978, 1979 
and 1960. 

to agriculture, a rapid expansion In food crops largely offset declines 
in export em'pg producing an overall 3X increase to rea agricultural

product between 1975 and 1976. 7hereafter tlood@ labor probleas and
 
shortages of imported pesticides and ferttlisers began to reauwiot
 



6
 

production, reducing agricultural product in 1979 by 6%. Employment in
 

agriculture, in general, followed production, rising until 1973 and
 

declining rapidly thereafter.
 

Peliminary estimates for 1980 indicate chat employment and production
 

to decline in all major sectors, with the exception of mining,
continued 

Overall, initial
which benefitted from a reduction in the bauxite levy. 


3.5% decline in GDP and an increase in
estimates indicate a further 3 to 

unemployment to the range of 357
 

TABLE I
 

JAMAICA - SECTORAL ORIGIN OF GDP IN CONSTANT PRICES, 1974-1980
 

1979 1980
1974 1975 1976 177 1978 


Proj.
 

(In millions of Jamaican dollars at 1974 prices)
 

GDP at ttrket Prices 2,265 2,212 ,024 1,989 1,955 1,911 1,861 

Agriculrure 
11inLa, 

Md Ft !herie~! 162 
'2288 

If)5 15 
-

171 1S7 
22 
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219 

172 
2 32 

hanufat: tur I ng 
Constructton ari installatiun 

38t 
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39r) 
21.. 

17' 
,,1 

340 
129 

32J 
13' 

312 
!28 

300 
122 

Electricity, gas, and water 
Servicc"i 1 

(As 

22 2? 
6, 1,1 4 
-)er ,oeat ctf 

111H 
=,ot-l) 

-423 
1",0 ) 

-
,I* 

23 
, 3 1 

23 

Agric u!It~l,t.ir.; .. 9 .5 9).2 9.2 

Mning
F.inu act zr irng 17.) " 1W. 

. 
'. :7".1 I 11.

i, 5 
11.51u,] 12.S1t.: 

Construction andinstAllation 
Electricitv, ? 6, !nd ate 
S22 :.1 

4 
1. '1.0 

53.7 

1,3 

1.2 
5i.1 

7. 
,.1 

. 
1.2 
5.7 

t.,.7 
1.2 

55.1 

6.6 
1.. 

54.4 

,)= toee St4t1:, tc.s ..-t ,n~ :~ g %K&erwy
a, 




TABLE 11V 

JAMAICA MIPLOYED LABOR FORCZ BY SECTOR AND UNMIPLOYhENT RATE 
1974-4979 

ilWiis 1974 1975 1977 1979
l -2;-l2;l41;!9~~1976 1978 2 

Agriculture, Mining&
Refining.!/ 229.7 241.4 246.3 255.6 258.0 221.6 

Construction &'Installation: 4. 43. 8 36.3 321 500 6.
 
____Transport, Comuncaios_
 

coimerce. 75.5 $14 64.6 90.1 , 91.5 900 , 
Public 6d~itrto96.1 111.8S 103.2 109.43.2 106.7,
Other Services )94.0 965 '99.5 105.00 

Industry Not Specified) 3.6 4.5 5.9 S
 

Total Labor force Employed 650.6 684.3 679.1 699$2 702.1 663.4 
Total Unemployed 119.5 161.3 216.4 216.7 247.1 299A1 
.Total Labor.Iorce 620A1 645.6, 695.5 917.9 949.2 962.5 
Rate Of VAMP1oymet (21 20.7 20.9 24.2 23.9, 26.0 31.3 

A/ Other ;rop,Lnclud" esry and fab,1w, and, quarryUq, 

Sestu Deartment 0f Statistics 

fisca position h"dteriorate tsp y sune* 14 bovrenvasi undermined 
by a declining ecm~ failed to "ee pace with rapidly rising expetdturfls.Th ult hsbe a satins3 Of deficit hadetsg all finvAe in lrge put
by credit from the benbin system. 

III

letwees ArT-3/74 ad JW-76/770 expesditures To" from 232 to more then 
42% of nominal, GD?, before declining slightly as a fraction of OF? underthe pressure of expenditure cmtrols. Major increases8 o0Ccre In both the 
current sad~the capital acosune U this ase of the recurrent "=aothe 
rapid growth LA the public wage bill, ad large incrases t&current tranfers 
sad interest paymts acousted for most of the lon""ese in =ipesditUMee
to the case of the capital ascoar, leas s4d transfers to public setor 
Industries, aimed at maintainin current production. amd employmest o absorbed 
most of the increase, providing little not public capital fomtics bVMUO 
failed to "ee pWe with this increase inexpenditure Ime with &heIncrease 
of the bauite 1ev, revee, as a poern of @3, rose onl~y 2.5X (to 21.6M 
bfttwme JFT-75 and MJT.77 Thereater tee" incress In Insom tanes end 
cosllpie amd ieptet daties produced but sMal wareases to revenue. 

The, resut was a series of budgt deficits which imreased each year 
until 1977, wAmnh defWici tooed at 19,42 of Go?* Thereafte die 



I ~ ~ 	 deficits5 310147 decfe'asCd,f as measures to control expenigture andincrease reeussol took sffsctli InJFY'8u, nowavert the ge;f.cit
stll stood at 0#735 ilio4 (15' 5 of GDP). For jTy-83, a furtherovfdeficit of 0~900 mllion(15.82 of GDP) is expected. 

TABLE 	 .I-, . 

JAMfACA-4PEfRATZItNS OFTH! CENTAL 0VU30Dr.ni973/74-.ylg0/8l 
, 

73/74 74175, 75/76k 76/,71 77/78 78/79 79/80 80/8
 

_____ 

TOMA REVENUE 
Tax Uvnut. 

_____on-tax Revenue 
j/7

Capital Rayscue 

.347.7 517.5 64.7
322.2 39. 477.5 
24.7 3,0 39 

85 0L~7~j~ 125.0 
0.8 4.0 1.3 

606.7 
48C8a 
.03 

80.0 
1.6 

652.2 
487.9 
iA5 
110.0 
11:8 

1037.31118.0 1218.0 
737.4 8.32.0 064.0'' 
102 .0 .o> 
268.0 233'.0- 312.0~'-
1.8 

4 

a 

?Q 1PZDMUSh 
Curn xedtr 
Capital Expenditure 

443.1 
340.2 
102.9 

704.6 
493.2 
211.4 

933.7,
628.9 
304,8 

1130.6
771.6 
359.2 

1165.4
832.8, 
332.6 

1594.1 1873.0
1142.6 1283.0 
451.3 590.0, 

2115.0 
1459.0 
656.0 

CURXACW6.7 20.3 10.5 -166. 
-124-073-t.0-4. 

OVERALL DZ7?CZT -95.4 -187.1 -293.0 -524.1 -513.2 -336's -755.0 -897,0 
Y01110W YA IN (not) 53.9 55.2 99.4 83.2 21.1 269.9 233 260 
Disbursements 
Amuvtizastou 110.4 

11.0 
106.7 

- 23.5 -
69.1 
46.0 

427.3 
657.4 

>4DCSZC TUCZI(not) 41.5 
IeAkigS System 16.1 

131.9 
43.2 

193.6 
114.9 

440.9 
325.9 

492.1 
229.4 

286.9 
135.9 

522.0 
310.0 

266.0 
141.0 

g. WIZEMDI.AnduInAtin Domstic credit Lucreased tap idly betwee1973 444 198boI respi. taoliicr nS'demdo fot credit from the co V011men"MseyP1 Inplhruh,over,
wee move moderate ass a result of adliberase
POlicy decgSLOG by tb. 849k Of. J428448, to accept massives foreign debts inexhag for relative price sability,, Tere wes a burst of Inflation followingexchAftge rate adjumss1 1976 and 1979 butea ncreases slowea there.OUTu. 3y the cl10" Of 1960# howevr, with foreign credit sources largelyexhauted, thbsmosey7 supply and inflation rates weae beginning to increganildly.
Seee 1974 and 1960# domses bank credit expanded wich mive vapidly thandid semina 	 GOP, Starting at 32.5X at nominal GDP io1973t domestic creditto"c to 468 of douste GOP by cles. of 1260. 

4. 	
Public sector debts accountedfo h e+d: largest portion of ski. 	 +4-...........
 

.. ..... ++.. + ay...............credit.+.......... By 1960$ tosalcvedieto the
.. .	 l l l l +++++ +++++++++public setor had risen to 30.32 of nominal GD?; the public sector's shaveC,+ u ~ oof aU aw aedttshsd rison to 674. + ....... ++....... 
c + l +j . +€ . 4+:..... .... +. .. 	 C + + + +++.......... ..... 1,+++++ .................. 	 4 .++. ....... ++++ , . CC+++
. .. ............... 1 +o b
.. .... . Io +n n +d ... ...++.......+ .. ++++.........+... 
to contrast to this rapid expansion io domestic credit, my. supply growth
was more moerate between 1973 and 1960. Only to 1975, 1974 and 1977did mosay supply growth "to*j go toisseaul GDP, ando for ts fulsome year rertad, ems suppl roWh approximssoly masehed noa~l GOP gmev. ttsbohuU be oeted, however, that if the growth of thbsmoney 

.. 

CC 

http:mllion(15.82
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supply had been less during this period, the growth of nominal GDP--and
 
of course the rate of domestic price inflation--would also have been less.
 

The actual growth rate of money supply was possible to restrain only
 
because of a basic policy decision to restrain monetary growth and in
flationary pressures at almost any costs in foreign debt. The final cost
 
in debt proved very high. Between 1975 and 1980, the Bank of Jamaica's
 
net foreign assets dropped from a positive J$56.7 million to a negative
 
J$896 million, while the combined debt of the GOJ and the Bank of Jamaica
 
climbed to approximately US$1.79 billion.
 

Inflation, however, for much of this period remained moderate. In 1975,
 
1976, and 1977, inflation never eyceeded an annual rate of 16%, despite
 
large fiscal and balance-of-payments deficits. In 1978, a major devaluation
 
in the Jamaican dollar forced inflation temporarily close to an annual
 
rate of 50%, but, with the suspension of crawling exchange rate adjust
ments in 1979, inflation rates returned to a more moderate
 
20% annual rate.
 

In 1979 and 1980, however, with foreign sources of credit virtually
 
exhausted, the Bank of Jamaica has been forced to issue unbacked credit
 
to cover the government's huge fiscal deficit. As a result of this and
 
the bidding up of the prices of scarce imports, inflation has risen to an
 
annual rate of 30 to 35% by mid-1980 and is expected to go higher, if new
 
sources of foreign funding are not found.
 



TABLE IV
 

JAMAICA;. SUMY ACCOUNhTS.OF THE BANKING SYSTEM 1 
(In millions of Jamaica! dollars) 

1976 197 197 100Q QRfl
 

Net foreign assets -215.6 -263.2 -569.5 -534.0 -896 

Net domestic assets, 1, 203.3 1, 382.8 1,988.6 2,45 '.l 2,953.1
 

Not claims on enra
 
Government 491.4 695.1 935.1 1, 15. ,l618.0
 
-Net' claims on rest of
 

public sector' 37.8 58.0 78.9 129.2 117.0. 
---5.1c ted- public -antities--------- --.-- )------- (O7T 5)--(107-.9)-_,_(08.0ol------.. 

Other public sector (.)..) (-8.f) (.21.3) ox.)
Official capital and surplus -17.4 -17.9 -8.4 43.9' -8.5
 
Credit to other financial 
Institutions~ 31.8 26.5 48.7 62.5 50.0 

Credit to private sector 596.9 521.9 617.3 734.4 865.0 
Stabilization fund - 20.9 - 44.1 1.6 
Valuation adjustment 1.4 17.6 250.1 242.3 220.7 
Net unclassified assets 61.4 60.7 66.9 45.9 89.2 

Allocation of SDRs 18.7 19.5 39.0 58.8 76.6
 

Medium-and long-term foreign

liabilities 132 11.8 3.8 1.8 

Liabilities to other financial
 
institutions 105.8 71.9 99.7 110.4 124.0
 

Special doosits 63.3 2.6 163.0 

Liabilities to private 850.0 1, 016.4 1. 213.3 1. 429.5 1. 687.0 

Money 
Quasi-money 
Other 

.301.3 

493.8 
54.9 

420.2 
537.2 
59.0 

497.4 
627.8 
88.1 

570.1 
753.7 
105.7 

644.0 
921.0 
122.0 

Source: ank of Jamaica; and Fund staff projections.
 
SDRs are valued at SDR 1.3 per U.S. dollar. The U.S.
Y/ End of period data. 


-ollar/Jamaic dollar rate is A1l.78 per U.S. dollar.
 

. Debt Services Until 1976, Jamaica's repeated fiscal and balance-of-My
ments deficits wert financed by drawings from the Blak of Jamaica's reserves,
 
thereafter by public borrovings. The result, five years later: a precipitou

decline Inthe Bank of Jamaica's net foreign assets (from J$56.7 million In
 
1973 to a negative J$896 million at the close of 1980) and a massive Increase
 
inthe nation's official foreign debt. As of September 30, 1980 this debt
 
stood at US$1.79 billion.
 

Of this debt approximately two-thirds ($1.23 billion) isdirect goverrment
 
debt or government guaranteed debt; approximately one-third ($560 million) 

http:ACCOUNhTS.OF


is owed by the Bank of Jamaica. 
Creditors include commercial banks ($460 million), bilateral lenders
 
($525 million), the IMF ($350 million), other multilateral financial
 
institutions ($240 million) and others, primarily private individuals
 
and corporations, ($225 million).
 

Gross Service payments due on this public debt in 1981, 1982 and 1983
 
total approximately $1.65 billion. Current plans call for refinancing
 

about $560 million of this. Even if these plans work out (and there
 
is no guarantee yet that they will) almost $1.1 billion in public debt
 
service payments will still be due over the next three years--$410 million
 
in 1981, $325 million in 1982 and $350 million in 1983.
 

TABLE V
 

Total External Public Debt Outstanding
 

At September 30, 1980
 

(In millions of U.S. dollars)
 

Total 
 1,791.3
 

Government Direct and Guaranteed 1,228.2
 

Commercial Banks 
 (423.5)
 
Multilateral 
 (240.5)
 
Bilateral 
 (376.1)
 
Suppliers' Credit 
 ( 4.7)
 
Vendors' Credit 
 ( 43.2)
 
Market Loans 
 ( 26.5)
 
'rher (113.7) 

Bank of Jamaica 563.1 
International Monetary Fund (347.4)
 
Commercial Banks (39.0)

Venezuela Investment Facility (22.6)
 
Venezuela Oil Facility (20.0) 
Trinidad & Tobago C55.0) 
Central Bank Libya (50.0) 
Other (29.1) 

G. __mpact on Balance of Payments: Poor export performance, a sharply
 
rising oil bill, disappointing tourism receipts, net private capital out
flows, and mounting debt service payments together produced a series
 
of large dficits in Janiica's overall external account bginning in 1975.
 
A summary of the balance-of-paments for 1974-1978 Is shown in Table VI.
 
A um,irv of the balance-of-payments 1979-1983 (1981-1983 are forecasts)
 
ir. presented in Table VII of thi. document.
 

Frxport:4 weri- a part 'ul or ui!;appointment. Between 1975 and 1980, all 
J ; I ' x;,ort toLt,m()d t I,:; dec lined In volume. Bauxite exports fell 
from 7.1) million mi-tr ii t,:nsl; to 1,.5 million metric tons, alumina exports 
ftl I rcm 2.t; milli,n m,,trfc ton,; to 2.1 million iretric tons.i, sgar exports
do lin d Irm 270,1,100 metric ton.; to 187,000 mctric ton-, and, la stly, banana 
sxport,; ,,11 Iron 72,000 mtric ton:; to 63,000 metric tons. In most cases, 
prio,. inc r,.',, maintainlnd nomi na l exp(rt earnings at previous nurlnal levels 
d' t,4;lto t h- ,,clinv in )olumv. in the oase of sugar, however, a decline 
in pric,.: during much of thisi period parallled the- decline, in volume, lending 
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to a net loss of nearly $100 million in export earnings. A large part of
 
this loss was recovered from increased exports of other products, primarily
 
manufactures and food products, but altogether nominal export earnings
 
increased but 3% during the full five year period. The decline in real
 
terms was very large. Adding to the problems caused by poor export perfor
mance were disappointing tourism receipts and a steep decline in the surplus
 
on capital account. On the payments side, rapidly increasing oil payments
 
and investment income outflows absorbed increasing amounts of foreign exchange.
 

Very little foreign exchange was left for any but the most essential imports,
 
particularly after the imposition of fo:eign exchange and import controls
 
in 1977 and 1978. These controls were directed first against imports of
 
capital goods, food and other consumer items, but eventually also cut into
 
the imports of raw materials and intermediate goods necessary for industry
 
and agriculture. As a result of these controls, between 1975 and 1977
 
imports of capital goods dropped from $346 million to only $51 million;
 
food imports from $130 m±llion to only $50 million, and intermediate good
 
imports from $324 million to $266 million. Since 1977, the nominal value
 
of imports has increased moderately; volumes, however, have continued to
 
fall.
 

TABLE VI
 

JAMAICA - BALANCE OF PAYMENTS, 1974-1978 

(US$ millions)
 

1974 1975 1976 1977 1978
 

Exports (fob) 694 810 632 734 738
 
Imports (cif) 932 1,119 912 747 865
 

of which oil (73) ( 195) (204) (235) (194)
 

TLu-.DE BALANCE -238 -309 -280 -13 -127 

Services (Net) 48 - - 51 - 99 - 13
 
(Tourism) (112) ( 76) ( 47) (60) (88) 
(Investment Income) (-77) (- 90) (-17) (-138) (-Il1) 
(Other) (13) (14) (-81) (- 21) (10) 

Transfers (net) 23 26 6 20 26 
Current Account Balance -167 -283 -331 - 92 -1.14 
SDRs 
rublic Capital a/ 181 167 102 - 3 139 
Additional Capital required 
Other capital b/ 41 37 - 15 7 -132
 
Change in reserves - 55 79 244 88 107
 
(-increase) 

of which change in arrears (27) (36) 

(-d .cr,.a..) 

a/ Includes publicly guaranteed 

b/ Incliude errors *Inl omissions 

Source: Bank of Jamaica, IMF. 
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III DIRECTIONS OF THE NEW GOVERNMENT OF JAMAICA 

A. Directions: In its election manifesto (which remains, pending the 
completion of the government's negotiations with the IMF, the most com
prehensive statement of the new government's economic plans), the Jamaica 
Labor Party promised a radical break with the nation's past economic 
policies. Where the former PNP government had inhibited foreign invest
ment, the JLP promised to encourage it, particularly in labor intensive 
or export oriented industries. Where the former PNP government had sought 
to limit Lhe role of the private sector and preserve for the public sector 
the "commanding heights" of the economy, the JLP promised to prcmote the 
role of the private sector, limit bureaucratic controls on and interference 
with economic activity, and, in general, to open the economy up to the 
motivational force of price and profit incentives. Lastly, where the PNP 
had been able to produce no alternative to continuing balance-of
payments deficits, the JL± promised a return to the IMF and, at least in 
the medium term, a return to the payments pattern of the late 1970s, when 
public and private capital in-flows had offset large current account 
deficits. 

In regard to fiscal and monetary policy, the manifesto went on to promise
 
that a JLP government would close the budget financing gap by 1)84, limit
 
the portion of new credit going to the public sector and !nsure that
 
sufficient credit was available for a reviving private sector. While the 
possibility of a devaluation was never openly addressed, comments in the 
manifesto to the effect that a JL.P government would not depress, consumption 
to force savings suggest that a devaluation would be for a JLP government 
a measure of last re.sort. 

Detailed development programs are presented in the manifesto for all the 
major sectorg of the economy. All the development programs share certain 
themes--incentives for the private sector, restrictions on the role of 
the bureaucracy, a focus on exports and foreign exchange earnings and an 
emphasis on the development of rural Jamaica. 

All the steps thc JLP government h-:; taken since its election--itn ardent 
wooing of foreign investors and itn return to the IMF--ilndicate that the 
party was quite serious In fulfilling it:j promise!; of a radical turn in economic 
policy. While ost of the steps promrised will have to wait on tl. restora
tion ot forign oxchange t lows, it seimn; the JLP I. moving in the direction 
that it promised--towardn an economy ore solidly based on privat,, en
terpriise.
 

B. Balanc,.-of-P:ivm,,nti Out look An has alreadv been noted, Jamiica 
doe-, not hawve :-lU ti lorrign , Xchangv' r 05 fllanc,. ,ll etonomiclic t re'ieurC to 
recovr Y. WIthout an ,mmdlate inj,,ction of signi I,:ant amount; of foreign 
exchange,the, VcononIc dec 1, 'hich ha.si p,.r !it,.ds accelerate.l.co 1973 will 
Although the nt,-d lor conc'. ii1 al .pit.il Inilow,. will p,.rs 1st at I on t 
through 11)83, and prob.iblv longer, the. (irit qui.irtor of 1()81 pr,!.ent s 
speoLal problem.;. 

Tlls! Bank I[f lanaic.I. 1 Iquild ,'xchau., ha b o orititllytoriv, r .sWrvi, crn 
low throtgihout 1980, but in :ov,.r,,r .nd thih tIr ;t two w,',k of P.cnh,r 
they oItinum l y approach.d th,. !vro m.rV. 14ecitpt rec,,ved during the 
fieconti hall of Detmbwr, mo!t n gn1it1,':ant l1 tOh, $50 million advince payment 
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of the bauxite levy due on January 15, enabled the Bank to meet all of
 
its obligations for the month and to carry some $20 million in liquid
 
reserves into 1981. The outlook for January 1981, however, is extremely
 
bleak. Inflowi indentified to date, together with liquid reserves available 
at the biginning of the month, will not cover programmed expenditures. The 
resulting gap will be approximately $13 million and liquid foreign exchange 
reserves will be exhausted by the end of the month unless further cuts in 
planned imports are made. The situation in February will be much worse as the 
projected foreign exchange for that month is $40 million. 

As far as we know, the proposed U.S.' assistance represents the only foreign 
exchange input that could meet the Januar. gap. By providing this assistance, 
. S. wtheU,ould. not. onlygive. the Jamaican-aconomy =achancto-begn- recovery, 

the U.S. would also be giving encouragement to other potential creditors, 
both public and private, who (with the exception of the U.K. which is providing 
a I6 million loan) are currently on the sideline wait ing for someone else to 
go first. 

Even ifJamaica is able to get through January and February because of now 
unexpected capital inflows, the remainder of 1981 and the years immediately 
following will not be easy. This can be seen in Table VU which presents
estimates for the balance of payments for 1979 and 1980 and forecasts for 
1981, 1982, and 1983. The forcasts for 1981 through 1983 are based on GDP 
growth rates of 22, 4%, and 5 for the three years and include the following 
special financing (in millions of U.S. dollars): 

19811982
 
1.14.7. (gross) 200 200 177
 

World Bank 40 40 40 

Donor Countries (excluding U.S.) 50 40 40
 

OPEC 10 10 10
 

Vanezuela/14"xico Oil Facility 91 '100 100 

Trinidad Oil Facility 10 10 10 

401 400 377
 

Also assumed In the Table VII projections are refinancing or roll-over 
arrangements from foreign commerical banks of $113.3 million in 1981, $87.1 
million in 1982 and $80.2 million in 1983, as well as $84,7 mlllion in 1981, 

$84o7 million in 1982 and $ 109.7 million in 1983 from .eleoted bilateral IDC's. 
The amount of refinancing included from the commerical banks is based upon the 
assumption that 87h per cent of principal payments due in fiscal year 1980/01
will be deferred during the year and refinanced at the end of March 1981, as 
originally planned. It is further assumed that at the same time all unpaid
maturities - including the remaining 12% per cent-vill be refinanced retroactive 
to September 16,1980, and that, all comerical bank maturities due in fiscal 
years 1981/82, 1982/83 and 1983/84 will be refinanced. To the extent that the 
assumptions used in Table VII projections do not prove correct, the 198143 
picture will be chanled. 
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TABLE VII
 

JAMAICA BALANCE OF PAYMENTS, 1979-1983
 
(MILLIONS OF U.S. DOLLARS)
 

1979 1980 1981 1982 1983
 

A. 	MERCHANDISE -188.3 -226.2 -335.6 -275.0 -403.3
 
Exports (f.o.b.) 814.7 943.8 1,104.4 1,318.0 1,419.7
 
Imports (c.i.f.) 1,003.0 1,170.0 1,440.0 1,593.0 1,823.0
 

B. 	SERVICES (net) - 85.1 -155.0 -178.2 -185.0 -186.2
 
Foreign Travel 134.0 146.0 177.4 236.8 206.2
 
Investment Income 
 -202.6 -288.0 -339.5 -407.3 -382.4
 
Other - 16.5  13.0 - 16.1 - 14.5 - 10.0
 

C. GOODS & SERVICES (net) -273.4 -381.2 -513.8 -460.0 -589.5
 

D. 	TRANSFERS (net) 80.0 110.0 130.0 150.0 170.0
 
Private 
 70.0 100.0 120.0 140.0 160.0
 
Official 
 10.0 10.0 10.0 10.0 10.0
 

E. CURRENT ACCOUNT 	 -193.4 -271.2 -383.8 -310.0 -419.5
 

F. ALLOCATION OF SDRs 	 10.0 10.0 10.0 - -

G. 	NET CAPITAL MOVEMENTS') - 54.3 63.7 303.6 179.1 337.5
 
Official 
 43.0 85.7 60.3 32.8 28.7
 
Private 	(including net
 
errors & omissions) - 97.3 - 22.0 243.3 146.3 308.8
 

I. 	 CHANGE rN RESERVES* 237.7 197.5 70.2 130.9 82.0 
Increase - minus) 

*Change in BOJ net assets & in arrears
 
1) To be revise2d as additional financial arrangements are concluded.
 

BANK OF JMAICA 
NOVE.BER 28, 1980 
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C. Relation of U.S. Assistance to Jamaica's IMF/IBRD Program: To obtain a
 
major portion of the additional resources needed to finance its economic
 
program, the Government in mid-November initiated discussions with the
 
International Monetary Fund and the International Bank for Reconstruction
 
and Development. These preliminary discussions led to formal negotiations
 
that began December 8 in Kingston on an Extended Fund Facility loan from
 
the 32F and 2 large loans from the IBRD. These negotiations have yet to
 
be concluded. It is expected, however, that an flF program could be in
 
place by April 1, 1980 and an IBRD program soon thereafter. In the meantime,
 
the Government looks to the $40 million in U.S. assistance to help pay for
 
urgently needed imports during the first quarter of 1981 and to provide
 
local currency financing of its development budget during the fiscal year
 
beginning on April 1, 1981.
 

The U.S. assistance proposed in this document complements the IBRD program,
 
therefore, by serving as a financing bridge to the funds to be provided by
 
the IBRD for imports. As discussed in the previous section on the balance
of-payments outlook, the Government will be unable to finance even a minimal
 
level of imports during the first quarter of 1981 without the early availability
 
of the U.S. assistance. After April 1, the Government will hopefully have
 
available to it funds from the IBRD and from other bi-lateral donors for
 
continued import financing.
 

The U.S. assistance also complements the IMF lending program. Given the current
 
condition of Jamaica's external finances, the resources to be made available
 
by the IMF--even on the scale now contemplated --will be unavailable for the
 
financing of imports or for budgetary support of the Government. Rather, IMF
 
resources will have to be used almost exclusively for the liquidation of large
 
external arrearages, for the repayment of the Bank of Jamaica's external
 
liabilities, and for the rebuilding of its liquid foreign exchange reserves
 
to minimum working levels. The U.S. assistance, on the other hand, will be
 
available prior to the disbursement of the first tranche of' IMF funds for
 
the financing of urgently needed imports and, through the local currency
 
generations, for the financing of development programs which are necessary
 
for sustained economic growth in Jamaica. This local currency financing will
 
help the Government avoid the pre-empting of an excessive amount of private
 
savings which would otherwise be available for private investment and also
 
avoid the alternative of financing its budget deficit by inflationary un
backed borrowing from the Bank of Jamaica. Restrictions on deficit financing
 
of the GOJ budget are certain to be an essential part of the Government's
 
agreement with the DIF. Only with these restrictions and the assumption of
 
alternative financing of the budget deficit can the Government and the 14F
 
expect any positive growth of the Jamaican economy in the foreseeable future.
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IV. PROPOSED U.S. ASSISTANCE
 

A. Urgency of Need:
 

The analysis above shcws that the Jamaican economy has suffered
 

considerably over the past several years because of the unavailability
 
of sufficient foreign exchange and budgetary resources, that election of
 

a new government on October 30, 1980 has created a situation in which
 

both Jamaican and foreign ?rivate businessmen are willing to make
 

significant investments in Jamaica, and that thte new government is develop

ing an economic program which, by taking advantage of these private initia

tives, could begin to reverse the negative trends of recent years. However,
 

because the new government does not have the internal or external resources 
necessary to finance this recovery program, economic deterioration continues
 

despite the broad base of public support the government now enjoys. The
 

Government of Jamaica is thus in urgent need of external capital assistance
 

and budgetary support.
 

Since the election of the new government, one of its most pressing
 

concerns has been to obtain the foreign exchange needed to purchase the
 

spare parts, the agricultural and industrial raw materials, and the capital
 

goods essential to increase production and exports. At the same t:ime, it
 

has had to use much of the limited foreign exchange avatlable to it to meet
 

foreign debt obligations. It has had both successe5 antd setbacks in its
 

efforts to obtain additional financing but the overall result to date has
 

been disappointing and the level of economic activity continues to decline.
 

The government had hoped to obtain some $58 million in new credits through
 

the Venezuelan oil facility in November but now expects to receivc only
 
use the bulk of this to repay an existing
some $18 million and will have to 


loan from Venezuela. The government negotiated with ieveral foreign 

commercial banks for $100 million in immediate financing for imports, but
 

was able to reach agreements for only $40 million. In the face of this
 

resolve to meet all external debt
insufficient financing and a continuing 

payments, the government has been forced in Novevber and December to cut
 

level: in
back its allocations for importsi from already dengerou5 ly low 


order to maintain the solvency of the Bank of Jamaica. Unless s ignificant
 

new financing is maide available to the government early in the new year,
 

drastic cuts will have to be made beginning in January and there
even more 
is a very ,erious threat that by February, for the fir-it time, the government will 

be forced to default on it!, inte Mat ional debt obl I g;L Ion. 

Because of tho continut', lack of badly nevded imports , the .J1.volean 

economy has .it beit itagnatvd and more probably hasi cent iued to deteriorate 

since the new government took otfice. Unvmp I oye nt. r,..e-,urct,, both human and 

have not been put to work. Th is .tt'uati n, I alluwed to cetntint.ephysical 

much longer, could lead to iserlous social unrest and Caus," further long

term damage to the economy.
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Much of the external financing needed will eventually come from
 

the Intccnational Monetary Fund, the Bank for International Reconstruction
 
and Development, bilateral donors, and private investment. By far the
 

largest component of this package will be IMF credit but even the first 
portion of IMF funds and most of the other financing which is now expected 
will not be available to the government until April, after the IMF
 

Executive Board has approved an agreement with the government. In the
 
meantime the government has been forced to call for the payment in December
 
of the bauxite levy o almost $50 million due on January 15, 1981 in order
 

to meet its December external obligations, and has been unable to identify 
the resources needed to meet its January, February, and March external 
obligations. Thi- means that unless other sources of financing for imports 

can be tapped almost immediately, there is a great risk that the government 
will face the choice by mid-January rf either halting payments for imports 
or defaultin on its external debt payment obligations. Either course would 
seriously delay or totally halt the government's efforts to implement the 
sound policies which would produce a rapid rehabilitation of the economy and 
would seriously erode if not totally destroy tfe new sense of confidence
 

that private investors have in Jamaica.
 

For this reason the $40 million U.S. assistance should be maCe available 
at the earliest possible date. We do not recommend tying these funs to the 
IMF agreement for the following reasons: 

1. The COJ needs the funds by late in January or early in February 
if 1;.to is avoid default on its debt; or if it Is to secure a refinancing of the 

debt; or if it is to develop renewed lines of credit for essential imports; or 

if it is to keep and further stimulate the private sector confidence so crucial 

for the Seaga Government's economic recovery program. 

2. It is possible that the Letter of Intent with the IMF will 
not be in place at that time. 

3. There int no e videInce- that the additional Iteverage provided by 
U.S. ap, lst.ce is: cruc.a] to eithtr further encouirage the inevitable IMF 

agreement or to i!nt4ficant Iv alter itsi to rmi . 

4. , . ar t, unx.l.ire .)i .-ny .tddi t i)nal i n f'ii.t cs t r e .- utrcts= .v ,labla 

to the ,Oj at thi~i ,'p1w P int in tm,.. 

There trv l{ i r b-t i object Ives of t ,I U.S. 4% jir ance to 
JaM4 ica: rapid - ,jr.e' enr , nd thv :sti tilat I,, or prcduCtiIn, expor t, 
and emp loyvnpVt. :;titeid .ntcthcr way,* th,- purpo e oi the .:. .i-ii!stance Ici 
to conI rihda t i the ". tt -it *. i itb I re,'rov-r Af t he. a s .icancctom y And 
to help --. ,tahI oId'. !,1:, for tit.it.aitd rt-t ,ruvth. Athievelm 

of thveut otlijct ,Iv req,- Itre that the foreign r ehan ge ,- ,de avatilable on 
an urgvent h~iii. 

1.1a 1 losg -t nt 
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C.. 	 Inflationary Impact of !. Assistance 2 

Both the immediate real effect and the monetary effect, which would also 
create a real impact of the proposedU.S. asostazicewill tend to hold down
 
price increases if the loan is stuctured as recommended in this documt.
 

The immediate real impActi The foreign currency aspect of the U.S.
 
assistance will finance the Import oi Increasingly scares but essential
 
goods. The Increased availability of these goods will begin to reduce
 
the scarcity premiums which have had to be paid. Second, these new Imports


mosQtly spare parts, raw materials, and capital goods-will enable Inoreaped Ipoal

production of consumer goods. This will have second round impact as these
 
additional products also alleviate the supply shortages.,
 

The monetary Impacts The first round Impact of the U.S. assistance will 
tend to be deflationary. Sale of the U.S. dollars will generate a Jamaican 

-donor-credIt -- af -JamI&.-in itito ly-to -the -GJ at--the -lBank o, ttwn -fund -will--
be totally sterilized by the OW. The deflationary aspect of this reduction 



in money cizculat$Mtn tha economy7 would be reversed if the Government used 
the money to finance a higher level of spending than it would hase otherwise. 
This will not be the case with the proposal made In this document as the 
counterpart funds will be used entirely for the financing of already budgeted 
programs and will be spread over the entire*M-81/820 wbich begins on 
April 1, 1981. Thuas, the availability of local currency funds will reduce 
the 	Government's credit requirement. 

D. 	Propgod T 1981 &asistance, 

The Kiesion. is proposing an approximately $60 million assistance package
 
in FY 1981 for the Government of Jamaica, composed of tha following:
 

a) 	 $40 million gIma 

b) 	 $10 millon PL-480 Title I -omodities 

0) 	 $3 million 357 grant for special technical assistance requireatnta 

d) 	 $7 million for -Caribbea Development Facility IU? In Jamaic (already 
authorized) 

The 	size and cowmsitton of this assistance peackage as been developed to 
demonstrate strong U.S. Governent suport to the nsv Seep administration and
 
to uprovide sionificant resources for the J's econosic recovory.
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1, PramLa 

The $40 ailliQB to the Government of Jamaica Iror the Econoic 
Support fund approved by the lbS. Congress and the A& iostration Is 
designed to provide rapidly disbursitug forsignexchar ' and local currency
in order to promote incresed producttco, eports, a) employment. The< 
loan is the largest and most importaMt part of, the 71 S. assistance Package 

t t the.ES? loan be provided
In the form of a Com.odity 1 .port...rotramb(C ). her analysis has 

USA.Dinitially considered the posit Ii 

Indicated, however, that a CP would not be the wist appropriate assistance 
Instrumnt. 

First, =4dmost impoccantlya 0?? would nr provide the quick
disbursing balance-of-payments support which Js ca so urgently requirtso 

significant delays can be expected, Lous 6 aressiests uander the 2*77 
loan required 18 mouths to, be fully disbursed some of the balance of paymeats.

V impact originally intended was thereby lost. (for a detailed evaluation of 
* the 1977Cl Loan.see.Annx L.) -U....- IP-1,,7-

< 

Secod, balance-of-payments support fo Jamaica is not expected to 
extend for more than two years. Tor this ~ mted period, It would not be 
coat-effective to train Jiaican Governmep or private sector personnel in 
CI? procedures and to establish the vario, mechanisms; required to Implement 

Third, the stabLishmnt of a CI? Idipose an administrative 
burden which Jamaica would fLad ditflew t to bear at the presenit time. The 

*Government's bureaucracy Is already so tuly short of trained personnel t4. 
carry out existing program and th tion of ney requrements would 
further increase the strain on the 3mIoserouse. 

USAID, therefore, proposes to 111a the Cash Transfer ecanism 
utabliahed in AI...mnboo 4an to provide loafn mds as lumtsum 
transfers. As provided Inthe ageemnt, these fun&s would beutilsed 

*to finamse a broad range of &LIgib Imports neesded by the private aOW 
publcsectors. 

IMe bulk of these fwd~a vt4 be used for theaurchase of the spars parts, 
............. i;Ol:lll
teraw merialsb~r~i and other top,.ost and~thei4capt goods required to

| : iii:O|: !
.......
* generate increased productionvpxporta, and employment. As Jamaica could be 
food crisis by. the time the Ut loan is avoilable,factog a severe lli ..... i~ ! i: :I It Is also 

pose that som of the timas will have to be used tor food Imports as an 
adequate supply s esewtial for the achievement of the basic objectives
.f the U.S. assistance.f 

. r

____{;,!r.!,07L,77 iI i : {;
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Tha*.. act that-h fo e auge ~provided by the UF vtll be use4Sto ~support te -vrin con'oic recovery -progran- to s.ot, howvesr. the 
,44onlyuaante.s whiclh euistp for 'the proper utiUsatlon of. the U.S.,Government fU0nd0. USAZD will share responIsibility' with thle JmaWican
Governmenat for. prolraming the equivalent of $40 million,'in:: local currencywhich will be uattl~xe4 to support the continuing, loager. term growth of

the Jamaican sonal', 

Th Ul.S. has already provided,443. illion Ia.n40tile' ifood .commdities durinS the PY 77-80 periods TheVTI61 Title I projetted levelIs at least $10 million for importation of corn, Aseato 'ricel, dible olsjei'/gad blended foods. These codities are esential to ensure an adequatefood supyt ai&adt eat oa urnisI upr f hOO~sdeelpeent progree. Salauceof payattassistance wilas beI 
-~~~ provided by ths nL 460 Title t Apeament,_whch tosedjjed for~ siptujj 

.--- u n4',s4'd4,rt r of-Y 

3. $3XMINo 8? Crant 

technical assistanceo training and studies addressing key bottlenecks toprivate sector recovery. These bottlenecks relate to such are"s assIImprovements inmanagmet of Infrastructure (ports# airports$ telecomilcatlon); improvemencts to ugm it of key publ~a entrpriss;ratioualisstion of various agencies involved to promoting emportseparticularly nontraditiocal ones; tourism apnsion; aid feasibiUtystudies. Thes" NIP gat funds ane required to make the, 40 mlofno UT loanfully effectivye and will be subaitted Ina separate PACD or P?'during this second quarter of VT 2l.L 

7MuIs.M CD? 
to a recently autbortied IT1961 third replenisboemi of the Caribbeas 

Developmient baLity, $7uillon has been prograid, for Jamaica to support.local currenc requtremaent of other dow~r "sIsraace progrin. 

$. ttz Vn 

These, lom funds further supprt the 001'. econemlc recovery programads as suwh, forma a itegral part of the U.s. assistance package propooedfor IT 1941. 



---

---- 

22 

. THE ROGE 

jT ;; I !si+ 

-- *Industrial 

-' - ~ 
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iA. Iorein EXohanme ond Local Currency Programs 

Ixchanse fund5s the objectiMe of*Givan1. us& of 7oreign 
rp4U~suV56S=fC 'and the *tlu4ation of

U.89 assistance to providse~l 
it-s' t 

......-.......-.. .... and employment,: the foreign exchange component of
production I exportso mostthe U.S. asIsistance, program will be used to finance Jamaica's 

urgently needed imports during the peii4 of time before other foreign
 

Included would be Imports of sparepavto,assistance becm available* its, and capitaland agricultural raw %ateials-and other in 
These impot willgoods. Some food domoditis may also be- included. 


provide the necessaryi Ingredients for greater Utilization of atcae
 
funds shall not be used for the procuremnt of

productive potential. or for the procurement ofmilitary equipment or services of any kind, 

2. Use f Local Currency funds 

of Elior Gnrted Local Currencies . .'a, Vse 

Lalcurrencies in the amount of 0$73 million' gene rated
 
under the 1Y 1978 Comodity import Program (Cip) loan and the FY 1976
 
through FY 1960 PL 480 Title I agreements have been allocated in accordance 

with a isooranduof Understanding signed in March 1976 between, the 001 and 

Actording to that Memorandum itwas agreedthat generatedlocalU.
currencies would be utilized in the sectors of agricultureI nutrition, 

on improving
health and population, education and housing placing emphasis 
the lives of the least privileged squentsi of the population in Jamaica and 

Improving their capacity to participate to the devolopmeflt of the country.
on 

asinmnt of the local currey would go: first, to support of
]Priority to to support-of activities
ongoing projects being assisted by WSAID; secoad, 
which would facilitate. programs being considered for USAID assistance I 

to support activities which would complement such ongoing or proposed
third, to support other highb priority development projectsprograme; and fourth, 
for Jamaica as agreed between USAID'and the O03. A tentative list of 
activities to be supported wa attached to ther Memorandum. 

Profffming amd utilization of thesse local currencies have 
The latest allocation which reflectsboew reviewed periodically silue. 


actual disbursements against JMT 78179 and 311 79/60 and proposed
 
disbursements against the current JIT. 60/61 is shown in Table VIII.
 
S#e h.om A for 003 proposal regarding additional allocations for the current 

Vith this latest 001
Jm&eaa fisal year which are included in Table Vill. 
propoeal, all the J$73 million generated by the CtF and IL460 Agreements to 

- the end of thes current OW
date will hae been expended by March 319 1961 

fisca year.
 

' - - - 'iY.-- "'- ...*.' 
7:. - 'A{; .. . ..... 


>'' '.:V7- 55 t 4 
'*>,I7;;i -ii 'Y": i<7..
'{l'''- P - ~i.7.A - :' fi.' 555 . : 

;tt {! 

" 

, 

'' 

-, 
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TABLE VIII
 

ALLOCATION OF LOCAL CURRENCIES GENERATED
 
UNDER FY1977 CIP LOAN AND PL480
 

AGREEMENTS FY77-FY80
 

(Revised as of December 1980)
 

(J$ millions)
 

Allocations from
 
Sector/Activity Special Accounts
 

1978/79 1979/80 1980/81
 
Actual Actual Estimate
 

A. 	Agriculture & Rural Development
 

Integrated Rural Development 1.216 2.015 2.300 
Inland Fish Production System 0.545 0.565 1.500 
Rural Roads Improvement 1.267 1.000 --

Marketing Improvement 0.350 0.200 --

Agricultural Census 0.910 0.450 --

Small Enterprise Dev./M.S.U. 0.100 0.100 -

(Off Farm Emp.) 
Rural Financial Markets/O.S.U. -- 0.030 0.078 

Agricultural Planning 0.075 0.005 0.600 
Agricultural Research, 0.300 0.100 0.100 
Extension and Education 
Farm System Development 0.100 0.178 --

Expansion of Blue Mountain Coffee - 0.662 0.662 
Agricultural MLarketing Development .... 0.300 

Agricultural Marketing Development, .... 3.000 
Noad Construction and Improvement 
(Parishes) 
Jamaica School of Agriculture .... 2.366 

Sub. 4.863 5.305 10.906
 

B. 	Education & Human Resource 
Development 

Rural Edticition S.,ctor. Loan -- 5.537 3.500 
Itinpow.er Pla.nning, Training & -- 0.260 0.991 
Employment 
Project 1evel ,ptrwnt Rtvioirce Team -- 0.120 0.400 

(f'A.'C:O) 
Special 'dtI.CAtion for Handicapped 0.056 0.056 0.040 
In-t.e rvice Ctirriculum Tr.iining -- 0.073 0.100 
Training for D.,t loliment .-- 0.250 

Vocational Training .... 13.405 

Sub. 0.056 6.04618.68f'
 

http:Itinpow.er
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Allocations from
 
Sector/Activity Special Accounts
 

1978/79 

Actual 


C. Health, Nutrition and Family Planning
 

Family Planning Services 2.018 


Health Improvement for Young Children 0.009 

Vital Statistics (VISTIM) 0.036 


Emergency Feeding Program 0.083 


Client Data System --

Contract Assistance to Central Foods .... 

Health and Nutrition Sector .... 

Development
 
Primary Health Care .... 


Sub. 2.146 


D. Urban Development and Housing
 

Urban Upgrading 0.254 
Squatter Settlements --

Sub. 0.254 

TOTAL 7.319 


GRAND TOTAL 


1979/80 1980/81
 
Actual Estimate
 

-- 3.779 

-- 0.305 
-- 0.184 
-- 0.058 

0.462
 
0.510
 
4.100
 

5.527
 

-- 15.447
 

0.725 1.500
 
0.966 6.100
 

1.691 7.600
 

13.042 52.639
 

73.000
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b. Use of Local Currencies Generated by the $40 Million Loan
 

Upon disbursement of the $40 million the equivalent in local
 
currency, or approximately $71.2 million Jamaican dollars, will be generated
 
under the ESF loan along with the proceeds from FY 1981 PL 480 Title I
 
Agreement for $10 million. The PL-480 Title I local currency generations

will be deposited in a Special Account in the Bank of Jamacia and will be
 
used to finance the local cost requirements of on-going and new USAID
 
development projects. The local currencies from the $40 million cash
 
transfer will be used to support the Government of Jamaica's efforts to
 
restore economic growth and provide the basis for longer-term development.
 
These funds will be allocated within the GOJ's 1981/82 capital and recurrent
 
budgets and will be disbursed during the twelve-month period, April 1, 1981
 
through March 31, 1982. Disbursements of these local currencies will be attributed
 
against three general categories of assistance as follows:
 

- The first category will support projects being assisted by
 
USAID which are not financed by the local currencies generated under the
 
FY 1981 PL-480 Title I Agreement;
 

- The second category will finance counterpart requirements .f other
 
donor financed on-going projects that will not be covered by the Caribbean
 
Development Facility Loan III;
 

- The third category will finance both capital and recurrent budgets

of GOJ programs in the agriculture, health, education, housing, and energy
 
sectors.
 

The illustrative allocations of local currencies under the $40 million
 
cash loan are described by category in Table LX on the next page. The GOJ
 
has submitted an illustrative allocation for these local currencies by project
 
within its 1931/82 budget. (See Annex C).
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TABLE IX 

PROPOSED ALLOCATION OF LOCAL CURRENCIES 

GENERATED UNDER THE US $40 
(J$ THOUSANDS) 

MILLION LOAN 

I. ONGOING AID PROJECTS 
J$M 
2,000 

II. ONGOING OTHER DONOR PROJECTS 18,000 

III. ONGOING GOJ PROGRAMS 55,000 

A. Agriculture programs (e.g. 
land settlement, research, irrigation, 
food crops, livestock, crop disease 
control, forestry development, fisheries 
soil conservation, small farmer credit, 
etc.) 

(40,000) 

B. Health services (e.g. hospital 
services, public health services) ( 9,000) 

C. Education programs (e.g. primary 
and secondary education, vocational 
training, revolving student loan funds) ( 5,000) 

D. Energy development 

Total 

( 1,000) 

J$ 75,000 
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c. Alternative
 

Given the potential inflationary impact of rapid disbursement
 
of the local currency generated by the U.S. program loan, USAID has analyzed

the merits of depositing the proceeds in a blocked (sterilized) account.
 

1. The IMF is expected to approve the creation of a parallel

market for foreign exchange which will provide a mechanism for moderating

the inflationary impact of domestic credit expansion;
 

2. The GOJ/IMF negotiated targets on the total public sector
 
budget will be extremely restrictive. The government has already announced
 
that it will not be able to 
initiate any new public sector investment
 
projecLs during Jamaica's upcoming fiscal year (April 1, 1981 
- March 31, 1982)

which are not totally financed from external resources. Even counterpart

funds for ongoing public sector projects may be restricted pending an assessment
 
of revenue collection performance. Continuation 
of many ongoing investment
 
projects is an important contribution to restarting economic growth in the
 
country. 
 Based on a review of the public sector investment portfolio

completed by the IBRD and IDB on 
December 16, 1980, it is expected that a

Caribbean Group donors meeting will be called early in CY 1981 among other
 
things to review the relative priority of these projects. Only if the GOJ
 
were expected to disagree with the process, or results of this effort, and
 
proceed to exacerbate the domestic budget deficit to finance other investments,

should some further consideration be given to restricting, or sterilizing
 
use of local currency generations.
 

B. Implementation Arrangements
 

Through the Cash Transfer mechanism, the loan will be disbursed
 
directly to 
an account of the Bank of Jamaica at a U.S. bank designated

by the GOJ, upon satisfaction of initial Conditions Precedent. 
This
 
disbursement will be made based on a financing request (AID Form 1130-2)

submitted to the Mission Director, USAID/Jamaica.
 

Disbursements of local currency gtlerations will be attributed according to
 
the three eligible categories of assistance described on page 25. The GOJ
 
will eventually inform the Mission of actual disbursements made during the
 
twelve month period. The timing and format for such reporting will be
 
established by implementation letter. The COJ will also covenant to provide
 
a list of the types of commodity imports against which the government will
 
attribute the U.S. dollars.
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3A(1) - COUNTRY CHECKLIST
 

The criteria listed inPart A are applicable generally to FAA funds, and should be used
irrespective of the program's funding 
source. InPart B a distinction ismade between the

criteria applicable to Security Supporting Assistance and the criteria applicable to
Development Assistance. Selection of the appropriate criteria will depend on the funding

source for the program.
 

A. GENERAL CRITERIA FOR COUNTRY
 

1. FAA Sec. 481. Has itbeen determined
 
that the government of recipient country

has failed to take adequate steps to
 
prevent narcotics drugs and other con
trolled substances (as defined by t;e
 
Comprehensive Drug Abuse Prevention and
 
Control Act of 1970) produced or pro
cessed, inwhole or inpart, insuch
 
country, or transported through such
 
country, from being sold illegally No.
 
within the jurisdiction of such country

to U.S. Government personnel or their
 
dependents, or from entering the U.S.
 
unlawfully?
 

2. FAA Sec. 620(b). Ifassistance isto a GOJ is not controlled by

government, has the Secretary of State 
 the international Communist
 
determined that it isnot controlled by

the international Comnmunist mcvement? 
 movement.
 

3. FAA Sec. 620(c). Ifassistance isto a
 
government, isthe government liable as
 
debtor or unconditional guarantor on any No.
 
debt to a U.S. citizen for goods or
 
services furnished or ordered where (a)

such citizen has exhausted available
 
legal remedies and (b)debt isnot

denied or contested by such government?
 

4. FAA Sec. 620(e)(1). Ifassistance is
 
to a government, has it(including
 
government agencies or subdivisions)

taken any action which has the effect
 
of nationalizing, expropriating, or
 
otherwise seizing ownership or control No.
 
of property of U.S. citizens or entities
 
beneficially owned by them without taking
 
steps to discharge its obligations
 
toward such citizens cr entities?
 

5. FAA Se.. tZeM]f_ Apo. (?c.ICP. Is
 
recipient country a Comunist country?
 
Will assistance be provided to the
 
Democratic Republic of Vietnam (North 
 No.
 
Vietnam), South Vietnam, Cambodia, or
 
Laos? 



ANNEX A
 
[0 , '0. a P. v, ,,A, TRANS.. o NO. 

4:6 AID HANDBOOK H8 4,App 3A3A(1)-2 November 2, 1977 


A.
 

6. FAA Sec. 620(1). Isrecipient country In
 
any way involved in (a) subversion of, or
 
military aggression against, the United No.
 
States or any country receiving U.S.
 

assistance, or (b)the planninq of such
 
subversion or aggression?
 

7. FAA Sec. 620j). Has the country per
mitted, or failed to take adequate
 No.
 measures to prevent, the damage or 

destruction, by mob action, of U.S.
 
property?
 

8. FAA Sec. 620(1). Ifthe country has An investment guaranty
 
failed to Institute the investment
 agreement is in effect.guaranty program for the specific risks 

of expropriation, inconvertibility or
 
confiscation, has the AID Administrator
 
within the past year considered denying
 
assistance to such government for this
 
reason?
 

9. FAA Sec. 620(o); Fishermen's Protective
 
No such action by Jamaica.
Act. Sec 5. If country has seized, or 


imposed any penalty or sanction against,
 
any U.S. fishing activities in
 
international water-,
 

a. has any deduction required by
 
Fishermen's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by AID Administrator?
 

10. FAA Sec. 620(q); App. Sec. 504. (a)Is
 
the recipient country indefault on
 

interest or principal of any AID loan to
 
that country? (b)Iscountry more than
 
one year indefault on interest or
 
principal on U.S. loan made pursuant to No.
 
program for which funds appropriated under
 
Approp. Act, unless debt was earlier
 
disputed, or appropriate steps taken to
 
cure default?
 

11. FAA Sec. 620(sj. What percentage of Approximately 2% of recent 
country budget is for milt~ry expendi
tures? How -uch of foreign exchange budgets have been used for 

spent on military equipment? military expenditures. Approxresources 
How much spent for the purchase of imately $200,000 in FX has been 
sophisticated welpons systems? (Considera

spent for military equipment
tion of these points is to be coordinated 


with the Bureau for Program and Policy in the past 12 montas. No 
Coordination, Regional Coordinators and sophisticated weapons systems 
Military Assistance Staff (PPC/RC).) have been procured. 
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A.
 

12. 	 FAA Sec. 620(t). Has the country
 
severed diplomatic relations with the
 
United States? If so, have they been No.
 
resumed and have new bilateral assist
ance agreements been negotiated and
 
entered into since such resumption?
 

13. 	 FAA Sec. 620(u). What is the payment
 
status of the country's U.N. obligations? Not in arrears.
 
If the country Is in arrears, were such
 
arrearages taken into account by the AID
 
Administrator in determining the current
 
AID Operational Year Budget?
 

14. 	 FAA Sec. 620A. Has the country granted
 
sanctuary from prosecution to any indivi- No.
 
dual or group which has cornitted an act
 
of International terrorism?
 

15. 	 FAA Sec. 659. If (a) military base is No such military base
 
located in recipient country, and was
 
constructed or is being maintained or in Jamaica.
 
operated with funds furnished by the
 
United States, and (b) U.S. personnel
 
carry out military operations from such
 
base, has the President determined that
 
the 	government of recipient country has
 
authorized regular access to U.S.
 
correspondents to such base?
 

16. 	 FAA Sec. 669. Has the country delivered
 
or received nuclear reprocessing or
 
enrichrment equipment, materials or No.
 
technology, without specified arrangements
 
on safeguards, etc.?
 

17. 	 FAA Sec. 670. Has the country delivered No. Jamaica is not a
 
or received nuclear reprocessing, "nuclear-weapon state"
 
equip ,ent, material or technology? Is
 
the country not a "nuclear-weapon state"
 
as defined In Article IX(3) of the Nuclear
 
Non-Proliferation Treaty and on which
 
detonates a nuclear explosive device?
 

18. 	 FAA Sec. 0I. Has the courtry denied
 
iTs-c-tTFT the right or opportunity No.
 
to emigrate?
 

B. 	 FUNDING CRITERIA FOP CCUMTY 

1. 	Securitj Sunporting Assistance Country
 
Criteria
 

a. FAA Sec. 5028. Has the Deoartment of Department of State has 
State -a-e-7T jis , hicn indicate thatthe 	cojr:ry has engaged In a consistent not determined that Jamaica 
pattern of Iross vlolatlon' of has engaged in gross violations 
internatlonlly reczgi:ed human rights? of 	human rights.
 
If so, is proirjm in a~cjrjance with 
policy of this Section?
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b. FAA Sec. 531. Isthe Assistance to be
 
furnished to a friendly country, organiza- Yes.
 
tion, or body eligible to receive
 
assistance?
 

c. FAA Sec. 609. Ifcommodities are to
 
be granted so tlat sale proceeds will N.A.
 
accrue to the recipient country, have
 
Special Account (counterpart) arrangements
 
been made?
 

2. Development Assistance Country Criteria
 

a. FAA Sec. 102(c), (d). Have criteria
 
been established, and taken Into account, Yes.
 
to assess commitment ind progress of
 
country ineffectively involving the poor
 
Indevelopment, on such indexes as:
 
(1)small-farm labor Intensive agriculture,
 
(2)reduced infant mortality, (3)popula
tion growth, (4)equality of income
 
distribution, and (5)unemployment.
 

b. FAA Sec. 115. Will country be
 
An ESF grant of $3.0 millionfurnished, in same fiscal year, either Yes. 

security supporting assistance, or Middle for technical assistance to 
East peace funds? If so, has the Congress support the economic recovery 
specifically authorized such funds, or
 

program is being proj'osed.
Isassistance for oonulation programs, 

humanitarian aid through international
 
organizations, or regional programs?
 

c. FAA Sec. 116. Can itbe demonstrated Department of State has not 
that contemplated assistance oll directly found evidence of gross violations 
benefit the needy? Ifnot, has the Depart
ment of State made findings which indicate of human rights in Jamaica.
 
that this government has engaged in a
 
consistent pattern of gross violations of
 
Internationally recognized human rights?
 

d. FAA Sec. 201(h)(5), (7) & (8); Sec 208; 
1(a)(4), (). Describe extent to which
 

country is:
 

(1)Making appropriate efforts to increase These are all announced 
food production and improve reans for 
food storage and distribution, priorities of the newly elected 

government.
(2) Creating a favorable climate for 

foreign and domestic pri%ate
 
enterprise and investment.
 

(3)Increasing the public's role inthe
 
developmental process.
 



ANNEX A
 

AIOHANOBOOK 4, App 3A 	 4:6 November 2, 1977 
 3A(2)-l
 

3A(2) - NOIPROJECT ASSISTANCE CHECKLIST
 

The criteria listed in Part A are applicable generally to FAA funds, and should be used
 
Irrespective of the program's funding source. In Part B a distinction is made between the
 
criteria applicable to Security Supporting Assistance and the criteria applicable to Devilopment
 
Assistance. Selection of the appropriate criteria will depend on the funding source for the program.
 

CROSS-REFERENCES: 	 IS COUNTRY CHECKLIST UP TO DATE? IDENTIFY. HAS STANDARD ITEM CHECKLIST BEEN
 
REVIEWED?
 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

I. App. 	 Unnumbered; FAA Sec 653(b) 

(a) Describe how Committees on Appropria- Assistance specifically

tions of Senate and House have been or authorized by Congress
 
will be notified cncernincl th- nonpruzCt a 
assistance; and processed as supplement 

to Continuing Reso 1 ,,rion. 
(b) is assistance within (Operational
 
Year Budget) country or International
 
organization allocation reported to the
 
Congress (or not more than $1 million
 
over that figure plus 10%)?
 

2. FAA Sec. 611(a)(2). If further legis
latfvE actfon is required within recipient
 
country, what is basis for reasonable N.A.
 
expectation that such action will be
 
completed in time to permit orderly
 
aCcornpl;shrent of purpose of the
 
assista ce?
 

3. FAA Sec. 209, 61g. Is assistance more
 
efficiently aniffect1vely given through
 
regiona or njlilateral organizations?
 

If so why is assistance not so given?
 
Information and ccncluslon whether assist
ance will encourage regicnal ievelovment
 
programs. If assistance Is for newly
 
indeoendent country, is it furnished
 
through rultilateral orqnizations or in
 
accordanee with Tultilateril plans to
 
the maxlFum extent appropriate?
 

4. 	FAA Sec. 601(AJ; (and ec. 2o (0)for
 
oC;__n 7!-t 1 cn arTl- Loan will provide foreign


conclusi s --.et.er assistance .411 exchange for increased imports, 
encourage efforts of tr, country to: ixchang forin ani 
(a) increase the flow of International including equipnent ani 
trade; (b) foster private Initiative materials to enable private 
and competition; (c) encourage develop- firms to expand prodi-ction 
-ent and se of cooperitives, credit and initiate productive activities 
unions, 	and savings and loan astociations;
 
d) discourage onopollstic practices;

e) I-orove technical eficienc/ of
 
Industry, sgricultire.ind ccre-ce; and
 

(f) strengthen free lator unicns,
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A. 

5. 	 FAA Se. 601(b). Information and con- The assistance will promote 
cuson on how assistance will encourage trade linkages with U.S. and 
U.S. 	private trade and Investment abroad
 
and 	 encourage private U.S. participation increased US. imports. 
In foreign assistance programs (including
 
use of private trade channels and the
 
services of U.S. private enterprise).
 

6. FAA Sec. 612(h); Sec 636(h). Dscribe 
steps taken to assure that, to the GOJ budgets and provides 
maximum extent possible, the country is counterpart funds and Mission 
contributinj local currencies to meet 
the cost o contractual and othr- services, periodically reviews level of 
and forei, i currencies owned by ie United contributions with Ministry of 
States are utilizvj to meet the :ost of Finance and operating Ministries. 
contracttal and other services.
 

7, 	FAA St-. 641?ti. Oces te Unitel States
 

own excess foreign currency and, if so.
 
whit arrangeents have been made for its No.
 
release?
 

6. 	FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	Nonprolect Criteria for Securitv
 

=njkt~vissitanc 

a. FAA Sec, 531. How will this assistance Will assist Jamaica in meeting 
Support pro-ote ecOrcmic or pol ticAr 
stability? Is the country a'orj t, e 12 present critical foreign exchange 
countries In .nlcn r;pcrtirj)Assistance deficit, thereby permitting import 
may be provided in this fiscal year? of essential food, as well as 

2. 	 onro lect CrIter ia for fl. nt materials and equipment for
 

s -s it arc e pcoductive activities.
 

4. FAA S,.' lI cli Sec. Ill; Sec. '"1a.
 
Extent !,o .ih ACt 1v Iy-il ef-c
tively involve tre poor in ,evelo,'ent, ty
 
extendirn access to econrm"y it lccal level,
 
increasln) litior-Intenslie roduction,
 
spreading Inve trent OJi from, cities to
 
small lo,.ns inr rjral area-; arol (2) help
 

develop conpertis. asSist r-jr.l and
 
urtin poor to ,sip the'5 vei .r1
 
tetter life. irl (,.erw.l encurj$
 
de")critic ,rlvite r,i loc4l Poverr-ent
 
Inst if j*JOnr'
 

bo. 	fA ',,A,~ P 
10. sa 1itance Le If, -,lirai 140 0 N,
 

''cl~~dp onlY spolicatle parlgrap
e., a. b. etc. -_ which corresponds
 
to SOurceS of furls , !" rxre than
 
one f(rnd source is used for aissstanac,
 
irnlude relevert paragraoh for each fund
 
source, l
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and the use of emergency proctirement-procedures .for:some tr

a n ..
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While the ?r::rfate sector did not see.-,a; ::aicularly ccncerned 

with this aspect, -eing 'argely content to carry on in their 
accustomed manner, purchasinq under the C.I.P. offered the oppor

tunity of saving scarce foreign exchange. Notonly did it re

quire competitive solicitation by the buyer, b't it offered the 
seller, who received immediate payment when goods were shipped# 

theopportunote to eliminate from his pice the riskor cost of 
cre'dit element most usually built into" prices of goods imported 
into Jamaica. 

The substitution of ex-post documentation under the advance
 
disbursement disassociated A.I.D. from the actual disbursement
 

of remainin funds. Since procurements, even though they Inclued
 
A.I.D. docu.ents, were being made with Jamaican foreign exchainge, 
the r-equirements for 30 days publication in the A.I.D. bulletin
 
and com.petitIve bidding were eliminated. There was still, how
ever, the problem o! obtaining import licences from the Trade
 
AdministratorI3 Department (T.A.. Dept.) . 

.ha slounfess of the T.A. rept. i.n approving licence applications
 
contributed to delay in both phases in the utilization of loan
 
funds. There were,o. course, the extenuating circumstances of
 

the sconomy, causing a need for periodic changes in emphauis
 
in allocation of trade licences. This, along with inadequate
 
sta..ing and In....... nt delegatlon of aur..it., led t. s1,w
ness in -he entire licernacng p:ocedure. 

The unfamiliar.. o! the staffs of the BOJ and T.A. Dept. with 
A.I.D. regulations, in spite of the Mission's frequent instruct

ions, and the tardiness and !requent changes of plans by importers
 

themsel'es (e.g. dro~ping C.I.P. for Suppliers' Credits, etc.)
 
a!so cc.riut.e to delays in ian implementation.
 

... .+ . .
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The SO3 moved slowly in meeting the docuznent submission schedule 

provided by the December 1978 advance disbursement understanding.
 

The implementation deadlines requiring $2.0 million o' the
 

documents by January 31, and $4.0millionby March 31, passed
 

without submissiors. Their all-out effort ir.May and June to 

meet the original TDD of June 15, 1979, unfortunatey encoun

tered severe difficulties in satisfying the ).D 50:51Cip.n 

higher cost of shipping to Jamaica by US ships, and the 50:50 

sub rule that liner, bulk, and tanker shipments rust be counted 

separately, not to mention the fact that in each category both 

value and tonnage must satisfy the rules. SER/COM has been trying 

to help meet the requirements, but an extension of-the TDD was
 

nevertheless necessary.
 

External Factors
 

In view of Jamaica's critical shortage of foreign exchange it was
 

cri.gina~l.- anticipazed that the loan funds would be mcre rapidly
 

utilized than turned out to be the case. In addition to the above
 

cited internal problems, the initial delays in utilization of
 

the funds were also partly due to factors external to the project
 

There was the difficulty of getting suppliers of co=codities to
 

complete A.I.D. Form 2s and furnish all doc=entation necessary 

tc coplyv with rejuireents of the advance disbursemlent. This 

:s be:&use many of the supp...-er ,ee un., .,to-. . .i,regt 


in their usual transactions and regarded them as an unnecessary
 

burden..
 

Frequent strikes in vital services such as postal and dock workers 
in 197$ -1979 also contributed tc slow rogrress in utilization 

of funds. 

- 2. 



Banef iaries/AchLeeeCts 

The coxodte imported under the loan made a subnstantial Positive 
effectivelycontribution to Jamaica's overall development and 

benefitted, the entire population by providing foreign exchange
 

to help sustain the economy. Loan financed importation of raw
 

materials for industrial and agricultural .,tili7,ation prevented 

a further downturn in production in cr'*.-ial sectors of the
 

e6T~oity c&S.6f'he-ca e-ocgenera-ed--increased-,_n apitl equ ient-

employment opportunities due to plant eypansion. Thus the C.I.P.
 

had a substantial impact on both productior and employment. 

'On the production side, the Mission Economic Advisor used a 

conservatve multiplier of 1.7 in his macro-economic calculation
 

formula to dete-rine that the approximate total value added
 

resulting from the US$.19.5 million of loan funded imports was 

US16.2 million. Coupling this figure with equally conservative
 

value added per worker calculations, the employment effect of
 

thie C.I.P. loan showed the -reser-vatior./creation cf approximately 

1,500 jobs each.in the industrial Pnd acricultural sectors.
 

7,,e study has bee~n ded ;ro zhis evaluation as Anne I. 

.1.,1476, advance disburement of US$5.5 milion, t t.e ability
 

of the Government of Jamaica to meet the :,'%L 1',ar end foreign 

ex:hange targets. The loan also helped to encourage additional
 

.:a. assir.an:e t. :aaica b:.' o-ne ntern.icna. :.en.. 

agencies, such as the IBRD Program Loan and the Caribbean Devel

c;Aent Facilit . 

And, finally, the local currency generated in the C.'.P. has 

been and is being used, along with PL 490 counte:part, to
 

support a wide range C! GOJ/AID approved development activities.
 

BEST "
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i!r-n Learned 

Thplerwntat ion of the C.I,P, has necessarily involved oertain, trade -off s 
with both general and specific implications. This or any future C.I,. 
loan wo~uld be faster disbursing and easier to utilize if A.I.D. and the 
Central Bank were to rela.: sai)e of their regulations.' 

Mjosz Januaican imprters were critical. of the A.ID. requirenent for 
==.etitive procurement, adver-tising, etc., as this req~uirement ±requentlIy 

* caused delays - at times subst ant ial delays - and on some occasions~ 
pre "nthe m 'prhig raw e
 

regular -suppliers. Against this detriment, however, we rmst count the
 
benefit of somet.imes more favorabl e prices com etit ively obtained and of
 
avoidance of much of the rotential opportunity for collusive, practices
 
between iinporter and sipplier to ev-ade O3J regulations (i.e. "over
 
invoice" to Let money out of the country).
 

The substance of the A.I.D. procure-'ent procedure does not apprzar 
onierous:, it is not, e.Nxcept for public enterprises, a rigid competitive 
nf;t.1ng procedvre. In the c2,se of private sector poc=remnen-, i: pe-its 
consideration of lactors other than price, such as delivery schedules, 
cpvibility withrzanufacturin- processes, etc. The delay factor is a 
problws, boiuever. for businpss accuirtwed to phoning' in an order and receiving 

t;z " to &=od beffect, a sounder pruct ice would be to cut the ad%.rT sing tme 
ti: t*.o kwe.c and use the Ce.nirce Business Z.uily (insmead of A.I.D. s 
Procuareent Inforat ion Bulletin). The Can-.Perce Business Doiily is rore 

of goods due to the understanding that rapid reaction time is essential. The 
iont control we should not relax is verification of prices, to insure A.I.D. 
fund~s are not usA to further violations of host country laws or reGulations,. 

BEST AVAIL~
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Itngigi Cal(eulition of impict of $9.5 mIl Lioi ( iwildty limporL.Vrogprami ((:1 l)4 
osl 'alU6 Of Miliuf6CLuring Production and Emnploymen 

Dr IDuuaoi DiroCLor1. Wion, 

Two McLhOdS of duing this Coma Lo milld. Thu CirHL, is lv
 
.e'nsu~jming procedure, is to relate the value of raw mn' ri.11 ti1 iznrtL',
 
Io~ LOtal value added for each of thle an arrt s thiOL buncffI LLed I run 
 -

tho CIP, tben calculate the impact oil value riddad Of, Lho ,macrlnls 
provith'd micicr our cir on the ronsotiabla assumupLii Lhat' if we lid 

:: 

iL' 
lirtiv idod Llho' foreign exclnngc, the production would iiot linve Ln1leii p1act'. 
'rh1s %uuld be dotie firm by firm,~ and a parallel calrula~lon wotild be 
iwidc for capital' goods. Thae mp loymcilnt efv'e woold be mo'ns'ill-o Illy______
 
rnlnitng' rocal value ad(led by reach im to t m. uxiat ng a ior ofre(" Oil
 
LInit msuwti ll LIil t . wi IIim'i t tlet rlol* Igit oa',w lf ,u r pr.'4V Ilt-1d 1111110-1 Il14

woi II h'ekii rcotlmue1 propoveLinale Iyf'..Iavt 

EsL~mtion of Value of HIanufacturinft Productiun Made J'uNsttIc
 
by Lhe C~IP
 

I litivc' uis d (1.O minI r mictn r.114-it Iaill to 11'1-Ivv .tI 1 fi l
 
and rough To catinial h ur LIMi $9.5 1111L '
ans~wer. L~lu loin tollrnpw'L G11het 

value added. I have, ns a first step, broken down tile C[I'hinLo its
 
major com: ono.nt categories, as follows:
 

TABLE 1 
(Ill 'Ilcittatids of-U.S. Dollars). 

RI'ow~ -: t c r I., I F; Irr iur'L r ~ 

Raw mterials ror conscuuccion 3ii 

.tRaw inaLarls for agricU1Lure 31439.9 

Capital poods fnr m,~nufacturing
 

I .A : *l41 

Adnu I V chill lV0;1)WOIlP S I4fl~i Il ;iiu - Lurii 1111. I V-0 1;!4,0ti14 0.LtI I ol 1 M0111m 
nmmbor of firms proil v would have~licat willfiit to vrry tll,' It.iwe'1
 

IMalec'' (hora' ill Ajllt o~r Ilic 1'rudiituhc rutlick ;is ise 11 g to i4I t
 
.a 

1Buy U.S. Savinigs Bonds Rogularly un the P~yroll Snings Pint,.,i*:::n'~ 
4.4M $)II 14 01 il 1 

,-4 it 1 to 401 1444 
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Vho 

obtinda rc f44,vi- 2.27y ingth 44o3 1AO. 

.7 to Owi.1(a lb thuc Tcciprocl AID~ntar-trilinusilred by
n o*:anufacturnj, Oi Luj 144 vconinudi ct:,ra 

AID- it'(n)tir cu7 mnocia1 leoto ilc 6ii - 1 Oi see Irow ins 

addud calctilated ins foLlows:im~ports Mdt POMsiI1U It total valuo ' 

t~9.5~~: :.: * 5S21.7-1tn 

1 I JIO ?:Iim1d# lt'.V h *, 

Ie LiIL lot i~il I iI I IL'V t~ I. o r' lool. L I Vt.'Iq.I'k 111.1l 1i- vo- to. I !o ~- I I ilil I -W.is,1 1I 
'I'll I- I Ii ile Me.) lee 11 11 j'I i e~ A 

i c~1 , 
ainvoi prcvorv.d valtic o.dded to re.ich Oils ulppor limI L. Swu'li hetu~ 1-vi*,,4 

igtp iniclude availability of lnbor (strikes), brau~kdow of cqupprnnt. 
60114 ie1' liM"1.fl s',;'r'wcir -niutnpos, etc. A molre coosarvietLivir cCn'fLC 

limit of the impact of~ Leulowor ,nultipliar, say 1.7. Thus, tho lowar 

CII' on valuec added would ho:
 

o. 1.7 VoiHlep.2 Mofl1 hillVL8$9.3 M1111('11 

0to 40.6f 4e~~it 
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,rihvm 'ic ig 433 n rCms Lu'ne tiol nti4~oj n-5 i rLi!ildIP fv><t 

11io first mli1turim pIIows4 ctho rimnt Iipqortcd inoor, our MI4 e.j1 IJi'n 
sMc'Ind colirn:FGsciio ieA10n rvli-d 

.1 m mp.m i (111 II1!-,dpnrtx Iic orrj ntL motq.~Iil i or' 1j, r. viol i I o i Il 

te value added~ figoreN Ii cuI'w 2by 01C.lt ~d~ 
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I Nqrus ini co'u'in 3 ol Thbo 4, Thus',~Ulti -niit,I of 0P11tiitl 114110; 
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ItiduaL ry *-*ap obll~attid mt fol l; : 

Tcov~l V13tiv Added VF$.3,IDtit
 
SValue .%dijad PC: Us$ i0,02


Erplcived Woker
 

The cstinmice for Clio tibur of ,iobp gotornud ili ti(* IqiL~'fJ' 

soctor (7.090) should, in my view, be hC~vIy 4ittiontod. Tliore li ii 
1114ly to be. in tio agricultural 00 CO.", Ai constmint ro1.,tfiithi tiWre~t'wevi 

Sv.1to 3Jd4and cmo.tiylcnc. Ile ivnj44bj~ L-.nyr i;.io-MJJillihituI' '1 t ru'I 

C4 th lib 1fre Ii0, ;ci.m t 00nV olmzo *i 

tii T.01 ;.vrte tl ri i, Ittvrilretist.n.rsin in !. l tmnl tioi~r shmi 
atflrersn i no m than Clio j aqu1.valkiit of the v.,&ilgI;ia~ticl ti~~ g-mrn 
bv the raw materials and cnpinl' podis that; cmr cir funds mlVnllp1 to thle 

4,11t,~(I ;l~i file., 11-011 1!1 * rgbrn*i, p.0i~., I 'i' ;V$4j1# diwi to.I fjo,$ 

wv'i Lit LIu'4 I It ( j'.- issIm t#0 41111, wi. 1 I{.I 144,.4u~ ~.thuir 4 %;iL4 
ctP' hot had a substantiual impact both on riluu n4vil( aidi ~wI.2 lIit 
view~ of the country'p &cut* shortng4 of foreign oxchan;.o, this out~lo*rm* 
it to be cxp(igctad. The coop~rn fNrcors or production - pImn. vt'tip'wolt 
And labor w there. ictor map foreignt~ere Tho key missin; tile exchnitp 
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ANNEX C . I
 

MINISTRY OF FINANCE AND PLANNING 
ANY IT.1., 0 ISIOth. *IF119NC9 
10 T COMMUNICATIONl $H a It
*1Ca aNIIA 0a A H FOLLOWI*N 

30 NATIONAL HEROES 
P.O. BOX 512. 

CIRCLE, 

.I'IlNCK QUNSQTON, 

No. 480/032 KINGSTON, 

JAMAICA 
TetiNoN( No, 92-28600-16 

December 19, _19 80.-. 

Mr. Harry Johnson 
US.ID Mission 
tbtual Life Centre 
2 Oxford Road 
KINGSTON 5 

Dear Mr. Johnson,
 

Please refer to our telephone conversation this morning
 
regarding the allocation for the various USAID loans. Attached please
 
find allocation in rez3ect of:

(a) Additional 1980/81 allocation; 

(b) Allocation in 1981/62 :,e US40.0 million loan; 

(c) Allocation in 1981/32 re propo:ed PL 480 estimated 
at US$8.5 million.
 

Yours sincerely, 

Masic Plurmer (Hiss) 
for Financial Socretary
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14anmn 
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*Agricultural 


44'Proposed,1Alcaio in~ respec to $7.01~ 
geneate under,4Prpoe USAI Loa of 1~ 

seconseitgaeRu al vlopmtio inrep,4t007 O ,, 

~ ~ gricutura Magetnrte 1ne.pooed0/00onof2 

Developmen
Se~AgrcnlItegaural 100
 

Inland fisheries ' 000 

r-rr ---~----RurL- Kduation-sector - a500. 

Man Power Planning &Training 1.400
 

Squatter Upgrading 2,945 


National Urban Upgrading 2.350
 

Sub-total T1559
 

Ongoing
 
Other Institutional Nrolecte
 

Agricultural Research 2.500 

16 Rural Markets 2.400.22
 

Road improvement 4 Maintenance 7.840
 

Sites & Serviess 5.5
 

lob-total TM.3 

of t s*j um 


oeelopmenc of Land Settlement 4,000
 

Cwep Research 0.330
 

Coffee Borer Control 2.500 

Nursery Production 3.500
 

Subsidy sLasatance Frogt SOW0
 

Crop Care Project 2.500
 

feed ram ProJect 0.400
 

Ingineorialglervivee 4.000
 

Wae: tcrigatLon 2000
 

to"ee Crops - Smal farmers Loan frqgrosh 5.000
 

Livestou s esura 010
 

foreat Develepsent 2.75
 

tsberiec Development (eflahere)1.0
 

4 

http:2.400.22


2.
 

Ongoing
 
Government of Jamaica Programmes (Cont'd)
 

J$M
 
1.100
Soil Conservation Works 


Farmers Training
 
Farmers Training Centres 0,275
 

Farm Credit 
 2.973
 

1.365
Hospital Services 


7.337
Public Health Services 


Primary School Construction and
 
capital requirement 1.025
 

Secondary Schools ,493
 

.740
Vocational Training Centres 


Energy Development .780
 

Student Revolving Loan Funds 2.500
 

Sub-total J$ 52.768
 

Total J$ 86.758
 
as ...... 0
 


