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CLASSIFICATIONt 
I. PAAD NO.^IDV 1zo-1 

(0-s6) DEPARTMENT OF STATE 532-0111 532-K-602 
AGENCY FOR a. COUNTRY 

INTERNATIONAL DEVELOPMENT Jamaica 
.CATEGORY
 

PAAD PROGRAM ASSISTANCE Cash Transfer
 
APPROVAL DOCUMENT
 

4. DATE 

January 16, 1986
 
S. OYD CHANGE NO.5. TOR 

A/AID, M. Peter McPherson
 
S. OYI INCREASE 

,FROM: AA/LAC, Dwight Ink OToZ TAKEN ,.OMI 
Economic Support Fund
 

. APPROVAL REQUESTED FOR COMMITMENT OF: 10. APPROPRIATION - ALLOTMENT 

$ 39,000,000 
It. TYPE FUNoING 12. LOCAL CURRENCY ARRANGEMENT 1 13. ESTIMATED DELIVERY PERIOD 14. TRANSACTION ELIGIBILITY 

DAT 
ElLOAH GA~ 2F1NFORMAL E] FORMAL CDNONE FY 86 
15. COMMODITIES FINANCED 

17. ESTIMATED SOURCE16, PERM.ITTED SOURCE 

U.S. only: U. S.: 39,0o000
 
Limited F.W.: Irdustriolized Countries:
 

Free World: Local:
 

Cash: 39,000,000 Other:
 

IS. SUMMARY DESCRIPTION 

Production and Employment VI will approve $43 million in grant
 
Economic Support Funds. Of this amount, $39 million are available
 
after making allowances for the probable effects of the
 
Gramm-Rudman-Hollings legislation. This amount will be disbursed
 
immediately after the GOJ meets the standard Conditions Precedent
 
(legal opinion, the designation of authorized representatives and a
 
financing request). The purpose of the grant is to provide
 
immediate balance of payments support to assist the Government of
 
Jamaica in its economic recovery program and to encourage the GO3 to
 
,proceed with efforts to remove restrictions on the economy which
 
hinder longer term development. An amount of dollars equivalent to
 
the dollar amount of the grant will be made available to the private
 
sector for the importation of spare parts, capital goods and
 
industrial and agricultural inputs from the U.S. within one year of
 
disbursement. Further, the GOJ will deposit the local currency
 
equivalent of U.S. $39 million in a special account for use on high
 
priority development efforts of the GOJ, as mutually agreed.
 

1I.CLEARANCES DATE 20. ACTION 

LAC/DR, TBrown E APPROVE DISAPP VED 

AUT RIfED IrthIUpm DATE-

RDerffam RA/L~0 ___ _ CJoel L / 
.--FMCONTr CChristenseW .7 TITLE 

ARA/ECP, JPitts/ 24; CLASSIFICATION: 
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ACTION AIO-O0
 

----------------------------------------------------------------. 
 3. THIS PAAD PROPOSES AND JUSTIFIES U.S. OOLS 70
 
INFO FILE-81 ARA-04 PPC-OI OECP-01 ECP-O1 RPP-02 OAS-0 .
 MILLION IIIFY 1986 ESF A"SISTANCE FOR JAMAICA IN
 

PPA-I DCAR-01 DEP-02 JM-21 XLE-01 /018 A3 JP SUPPORT OF ITS EFFORTS TO RECOVER FROM OVER A DECA.E
 
-------------------------.-------.. 00..------------------------- OF OWNWARD DRIFT IN REAL INCOME IITIATED IN THE
 

INFO LOG-DO CIAE-O0 EB-OB DODE-D ARA-O0 FAIMi-0I 
 /009 W NINETEEN SEVENTIES BY THE SHOCK OF PETROLEUM PRICE
 
------------------035352 032152Z /38 INCREASES AND PRODUCTON 
INIHIBITIING POLICY ;;ESPO:ISES,
 

0 032131Z DEC 35 
 AND REINFORCED IN THE EI6HTIES BY THE SEA
IIIIETEEII 

FM AMEMBASSY 	KINGSTOl 
 COLLAPSE OF ITS MAJOR EXPORT IIICU:TRY
 
TO SECSTATE WASHOC IMMEDIATE 3473 
 (BAUXITE/ALUilIIA). THE DOLS 70 MILLION fOR FY 193i IS
 

OVER AND ABOVE THE OOLS 19 MILLION OF ES; ,:,IST4I .E
 
UNCLAS SECTION 01 OF 13 KINGSTON 11859 
 PROItlSED FOR rY 19;5 BUT NOT OELiVERED UITIL ^CTOBR,
 

!9EG, AID ,H.A.RGED 'EAR'STO TOECURREIT 
AIDAC, JOINT STATE/AID MESSPGE 
 APPROPRIATION. ADDITIONAL RE^OUPrES WILL MOST 

PROBABLY BE REQUIRED LATER IN THIS FISCAL YEAR. 
STATE FOR AID/LAC
 

4. INITHE ,4iIIS!ON'S Fy 19&5/Z 5 -CTIOJ P.4II, APPDOVEO 
E.O. 	 1235!: IlI/A IN MAY, 1905, 411ECO'JOMIC AlA: SIT A FT'ESElITEC WdICH
 
TAGS: EFIII, !AID, ECON, JM 
 THE :TR3OSG 

SUBJECT: PRORATI ,,TS ISTAIICE APPROVALDOCUMENT OF THE 0, 


SHOWED 25/7:' EFFEC:T : THEJA,.;CA 
IPAAOI ECONOMY SEVERECONTRACTIOi 	 THE 

- FOR FY B6 ESF GRA:ITTO JAMAICA 	 BAUXITE/ALUIIIINA SECTO7. THE 'lET C"ITRIEUTION OF Trf 
BAUXITE/ALUIIIII, SECTOR TO THE BALA:CE OF PAYNEiITS IN 

I. PAAD FACE 	SHEET, BLOCK I: PRODUCTION AND 1984 	WAS ABOUT IJ.. DOLS "Z20 MILLIOlN .1110
IS EXPECTTD
 
E!PLOYMIENT VI ',ILL PROVIDE AllADDITIONAL U.S. DOLS 70 
 TO FALL TO HALF THIS SUM INl1935 ANDEVENLESS IN 19,6.

MILLION GRAIIT FROM ECONOMIC ZUPYORTFUNDS. THE 
 5. FOR JFY 1'535,OH,GCP :S E'PECTZO TO FALL BY 3 TO 5
 
PURPOSE OF 
T.E GRANTIS TO TPOVIOE IMMEDIATE BALANCE PERCENT. TO RESTRAINI THE COIITR4CICl EVEN TO THIS
 
OF PAYMIEITS SUPPORT TO 4SSIST THE GOVERNMENT OF RATEHOWEVER,ADDITIONAL RESOURCES THERANGE
III OF 
JAMAICA 114ITS ECOTOM1.C RECOVERY PROGAAM AIJDTO 
 DOES 80 TO DOLS 100 MILLION WILL HAVE TO BE IOE!ITIFIED.
 
ENCOURAGE T(E 'SOJ TO PROCEED WITH EFFORTS TO REMOVE
 
RESTRICTIOIS ON TPE ECONOMY WHICH HINDER LONGER TERM 6. ITS ESF
USAID PROPOSES TO USE RESOURCES TO HELP
 
DEVELOPIEIT. AN 4IOUNITOF DOLL.R, EAUIVALENT TO THE 
 JAMAICA:
 
DOLLAR AMOIIUNT BF MADE AVAILABLE
OF THE GRANT WILL TO
 
THE PRIVATL .tCrOR FOR FE IMPORTAlI:1 OF SPARE PARTS, -" STAYIII ACCORD WITH 
THE IMF PFROSR.N 0D
 
CAPITAL GC05.. 9!; L ANC ,G,.ICUL
WS0UTi TURALI:PUTS 
FROM THE U.S. 	WIHIi OUE fEAR OF [ISEUPSEMENT.
 
FURTHER, THE 	.102 AiLL CEPOS IT THELOSAL CURRENCY 
E1UI VALEN T OF U.'. O5L0 70.0 MIiLl'ON Il A SPECIAL 
ACCOUNT FC USE C Xl SY PRIORITY DEVE.CP"ElIT EFFORTS
 
CF THE GUJ.
 

2. IN ADDITION TO 3ATISFYING THE STANDARD COIDITIONS
 
PRECEDEIIT IIIVOLVING THE SUEIIISSIOII
OF A LEGAL OPIlION, 
THE DESIGIIATION OF AUTHORIZED REPREEIITATIVES AID A
 
FINA.CIIG REQUEST, THE GOJ UILL ALSO COVENANT TO
 
UIDERTAKE THE NECESSARY STEPS TO FACILITATE THETIIIELY
 
PASSAGE OF ENIBL 115LESISLATIOl COIISISTEIIT
WITH THE
 
OBJECTIVES OF THE BOARD OF REVENUE ASSISTANCE PROJECT.
 

TEXT 	OF PAAD FOLLOS'.,
 

PROGRAM ASSISTAICE APPROVAL DOCUMEIT
 

INDEX
 

I. INTRODUCTION AND SUMMARY
 

II. ANALYSIS OF JAMlAICANI
ECONONIIC CONDITIONS
 

A. 	 THE ECONOMIC BACKGROUND
 

B. 	 THE PRESENT SITUATION: HARD TIMES AND A
 
"FRESH LOOK"
 

C. 	 U;AIO STRATEG FOR 1986 - 19&7 

III. CONCLUSION
 

oPPENDIX I. 	 FURTHER MACROECONOMIC INFLUENCES ON
 
USAID STRAt'EGn
 
A. THL UILL OF I'AYMEtIIS
 

B. PUBLIC FINANCE;
 

I. INTRODUCTION AND SUMflARN A,-alla b le D w., 
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ACTION AIO-0O 
--------------. :------------------------....-------- .............--

INFO FILE-O ARA-04 PPC-01 OECP-01 ECP-O1 RPP-02 OAS-O 

PPA-O1 OCAR-01 DEP-02 JM-02 XLE-O /018 A2 JP 
-.-.--..------..---..-..-.--.--..-....-......---...--...--..----


INFO LOG-0O COPY-O CIAE-00 EB-O8 DOOE-00 ARA-O0 AMAD-O 


/010 W 


------------------ 3 032209Z /62-38
05367 


0 0321311 DEC ,5 


FM AMEMBASSY
KINGSTONI 
TO SECSTATE WASHOC IMMEDIATE 3474 


UNCLASSECTION 02 OF 15 KINGSTON 11859 

AIDAC, JOINT STATE/AID MESSAGE 


STATE FORAID/LAC 

E.O. 12356: N/A 

TAGS: EFIN, EAID, ECON,JII 

SUBJECT: PROGRAM APPROVAL
ASSISTTINCE DOCUMEIT(PAAD) 

MEET 	ITS OBLIGATION TO CREDITORS 


--	 MINIMIZE POLITICAL AND SOCIAL TENSIONS WHICII
 
WOULD RESULT FROM MORE SEVERE ADJUSTMEtIT 

MEASURES; 


CONSOLIDATE, DEFENO,ANDCONTINUE THE 
,SIGIIFICANT PROGRESS MADEIN POLIC REFORMS 

'AS A PART OF TilE STRUCTURAL ADJUSTMENT AND 
STABILIZATIOII PRCGRAM; 

SHOW 	U.S. SUPPORI FOR DIFFICULT bUi MalORtATlT 

STRUCTURAL ADJUSTiMEINTS .:D, THEN GENERAL Ill 
PRESENT JAMAICAN FISCAL YEAR, THE
 
IhPLEMENTATIONI OF THE GOJS INICOMETAX 
REFORM PROPOSAL IN PARTICULAR.
 

S IMPORTANT IS THELATTER ELEEOIT TO THE
 
STRUCTURALADJUSTMENT OF THE JAMAICA: ECONOMY
THAT IT 
ALONE IS SUFFICIENT TO JUSTIFY THE SUPPORT OFFERED
 

THRnUGH THE FY 1986 ESF GRANT. 

8. JAMAICA FAILED, IN SEPTEMBER, TO MEET THREE
 
CLOSLLY INTERRELATED TESTS OF THE NINE QUANTITATIVE
 
PERFO"MANCE TARGETS OF ITS STANOY-Bf AG-EEMEIIT WITH 
TIlE I.1F. ACCORDING TO 60J CALCULATIO!NS, NET 
IN1TERNATIONAL RESERVES 'NIR) WERESHORT AND IIET 

1 r
DOIMESTIC ASSETS 'NOA 1;EE IN EXCESSO THEIR 
RESPECTIVE TARGET LEVELS CY THE EQUIVALENT CF U.S.
 

DOLS23.6 MILLICHI, FCREIGN; DEBTPAYMENT ,RREPRS WERE 
U.S. DOLS1.7 MILLiON ADOAETHE TARAET LEVEL OF :ERO.
 
MOSTOF TIlE MODESTMARGINS BY WHICHNET I1ia ANDNDA
 
MISSED THEIR TARGETS IS ACCOUNTED FOR BY THE INABILITY 

OF A.I.D. TO FIND THE FI1I1IL DOLS 19 MILLIONI OF THE 
DOLS30 MILL ION SUPPLEMENTIL FY CS ESF R4111THATTHE 
UNITED STATES PLEDGEDAT THECARIBBEAN jROUP MEETING 
LAST 	';UMMER. AFTER ADJUSTMENT FOR THAT SHORTFALL OF
 
RESOURCE INFLOWS, THE ACTUAL IDA LEVEL VAS 0.7 PERCENT
 
ABOVE THE IARGET CEILING 41 THE ACTUAL 14EASURE
1IR 

WAS 0.3 PERCENT BELOW TIlETARGET FLOOR. AS A RESULT, 

TilE GOJ WASUNIABLETO MAKEA DOLT 13 MILLION DRAWING 
IN OCTOBER.
 

9. I1 ORDERTO KEEP TilE STAIIO-BY AIIVE, AND HOPEFULLY 

BE ABLE TO ItAhE TilE OCTOBERDRAWINIG,TIlE GOJIS 
SEEKING A TECHIIICAL WVIVER. OI'jCk3IOT,; AREBEIIIG 
HELDWITH THE 11F Ot TIlE LIlIIIE RANGEOF IIU LITATIVE 
ASWELL AS *I1IA IIC EL[IEfit! OF THE PROGRAMIS SET 
FORTII 11 IlIl LETTEJ OF INITLIfT S-U IIII ED U TEE hOJ AS 

KINGST 11859 02 OF IS 032157Z 728i ARA7762 
PART (IFITS REQUEST FOR THE ,tATO-BY PROGRAM. SUCH 

DISCUSSIONS HAVE BEEN TAKING PLACE IN WASHINGTON AND 
KINGSTON AN3 ARE EXPECTED TO CONTINUE THROUGH DECEMBER 
IN ANTICIPATIO/R OF Al iMF BOARDMEETING ON THEWAIVER 
IN MID JANUARY, L9S6. SECURING THE WAIVER IS CRU:IAL 
BECAUSE THE GOJ MUT BE IN COMPLIANCE WITH THE IMF 

PROGRAM WHEIITHE SEMI-ANIUAL COMMERCIAL BANlhER'S GROUF
 
MEETSONJANUARY 15, 19S6, OR IT FACESSUBSTANTIAL 
PENALTY IITEREST SURCHARGES.
 

10. WHEN NEWS OF THE IMF TEST PROBLEM CIRCULATEO, A O
 

ALSO 	BECAUSE OF THE TYPICAL WIDER SEASONAL DIVERGENCE
 
BETWEENIORMAL FOREIGII EXCHAIGE SUPPLY ANDDEMAND,THE 
JAMAICAN DOLLAR FELL PRECIPITOUSLY ,AGIISTTHE U.S.
 
DOLLAR. THE PRICE OF THE U.S. 9OLL , ROSE FRCM DOLS
 

5.95 IN THELAST AUCTICT IN :EPTEIIBER TO DOLE 6. '0 C3 
OCTOBER24. INl JUST LESS THAT ONEMONTHTHE PRICE CF 
U.S. DOLLARS HADINICREASED1:1 LIOST THESAME
 
PROPORTIO!I AS III THEPQEVIOUS SIX MO!ITHS. AT PRTCES
 
ABOVE J DOCLS6.0 EUL USSOLE 1.00, S;ZEABLE 
INCREASES IN THELOCALPrqICES OF PETROLEU' PqC)UCTS 
AND IMPORTED BASIC FOODS .OULO BE TRIGGERED ACCOROI'IG
 

TO AGREEMENTS WITH THE lIlT AND IBRO. 

It. WITH THE 1985/86 TOURIST SEASONCLOSE AT HAD, ANO 
WITH BITTER MEMORIES OF THE WIDELY PUBLICIZED STREET 

DEMONISTRATIONSTHATHADERUPTED FOLLOWIING THE JANUARY, 
1965 GASOLIIE PRICE INCREASE, PRIME MINISTER SEAUA'S 
GOVERNMENTMADETilE POLITICAL JUDGEMEINTTHAT INCREASES 
III THESESENSITIVE PRICES VERECATEGORICALLY 
UNACCEPTABLE. (SERIOUS DAMAGE TO THE TOURIST 

IIIDUSTRY, IHICH EARNIEDU.S.DOLS 363.0 MILLION ININET 
FOREIGN EXCHANGE Ill 194;, , 1OULD INFLICT iET FURl.ER 
DAMAGE ONtTHE ECONOMY.) ACTING CN THIS JUDGEMENT, 

UICLASS IFIED
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'ACTION AID-00 DISCIPLINED MONETARY AtNDFISCAL MANAGEMENT AND SERIOUS 

-----. .----------------------------- w.....------- ...............- STRUCTURAL REFORM. RATHER, HE HASEMPHASIZED THE 
INFO FILr-Ol ARA-04 PPC-O1 DECP-O1 ECP-01 RPP-02 OAS-O IMPORTANCE OF FLEXIBILITY TO ADJUST THE PACE OF FOLICY 

PPA-O1 OCAR-01 DEP-02 JM-O XLE-01 /018 A3 JP ANDSTRUCTURALREFORMTO EXTERIIAL ECONOMIC CONOIi IONS 

----------.-----------------.----.---------.-----------.-------- THATPLAY A DOMINANT ROLEIN THELOCAL ECONOMYBLT ARE 
INFO LOG-O0 COPY-01 CIAE-0O EB-OR OODE-DO ,RA-O0 /009 V BEYOND THE OUNTRY S CONTROL. 

------------------035413 032225Z /60 
0 032131L DEC 85 14. EVIDENCE OF HIS COMMITMENT TO THE ORIGINAL 
FM AMEMBASSY KINGSTON OBJECTIVES OF HIS ECONDMIC RECOVERY PROGRAM IS 
TO SECSTATE WASHOC IMMEDIATE 3475 ABUNDANT. TWO CURRENT ACTIVITIES ,RE PARTICULARLY 

UNCLAS SECTION 03 OF IS KINGSTON 11859 
STRIKING. FIRST, HIS COMPREHENSIVE TAX REFORl P!O,RM 
IS NOWEXPECTED TOBECO;'ELAWBY TrE EhD OF JA!IU-R;, 

1996. SECOID, HIS TEC.1IICIAIS ARE 'O~rIIJG CUTWITH 
AIDAC, JOINT STATE/ID MESSAGE THE IMF A PROGRAM TO A:SSjRETHaT IMPORT )EMA'1OI 

SUFFICIEITLf COMPRESSED THROUGH OI(IETARYPOLICY IF 
STATE FOR AID/LAC ADDITIONAL RESOURCESARE lOT FORTHCCMIIIG. THIS t'IL, 

COIMPEIISATEFOR THE POTEINTI.L E"CE:S ',EIAIID4SOCIAIED 
EDO. 12356: I/A WITH HIS IEWPOL:CY ST,.%CEWITH RESPECT 'O THE 
TAGS: EFIN, EAIO, ECOII,JM EXCHAIIGE RATE .!iDBASIC "IIOIDI!CE-. 4E ^ -L,:O 
SUBJECT: PROGRAMASSISTAUCE APPROVALDOCUMENT(PARD) MOVIIIG ST rOILY FORW.'-O iI "hE RE4, OF INIVE:TE:.T 

FORFY ;6 ESFGRSIIT TO JAMAICA PROMOTION, DEREGULAT:CN, 1i0 -E:PONSIELE Cl.,L 

SEAGA ORDERED THE DAIIKOF JAMAICA TO OUT EXTRA FUNDS 
MAhAGEIIEIIT. THE "FRESH LCOD", TIEREFORE, IS NCT 
PERCEIVED BY SEAGA AS .A,EARCH FOR A LESS OPE'ICIRLESS 

INTO THEAUCTION 'PART OF TIE FUNDSUSEDFORTHIS DISCIPLINED ECONOMIC SYSTEM, BUT FORA POLICY SET TNAT 
PURPOSE WERE DIVERTED FROM SCHEDULED DEBT PAYMENTS, CAN PURSUE THOSE GOALS 4ITHOUT INlTHE PROCESS INCITINIG 
INCLUI!IG AMOUNTSOWEDTO THE IMF. PROCEEDS FROM THE SOCIO-POLITICAL RESPO;SES THAT RENDERTHE %HOLE 
SALE OF FOREIGI REAL ESTATE DWLED BY THEGOJ WERE ALSO PROCESS COUNTERPROOUCTIVE. 
PARTIALLY ALLOCATED TO THEFOREIGN EXCHANGEAUCTION). 
FUNDS AVAILABLE TO THE AUCTION HAD BEENIAVERAGING U.S. 15. SEAGA'S 'FRESH LOOK", IIOIAVER.IT IS FLESHED OUT BY 
DOLS 2.5 TO OLS 3.0 MILLION. OilOCTOBER 29 THE 
AUCTION FUND WAS U.S. DOLS3.0 IILLIONl AND 01 OCTOBER 

THE IMF/IBRD/AID TEAM, WILL HAVE TO BE A CAREFUL 
bALANCIIIG ACT. Ott OIE SIDE IS THEPRECIPICE OF 

31, U.S. DOLS A MILLION WERE SUPPLIED. THESE WERE POLITICAL OISCOITEIIT THAT COULD DISRUPT THE TOURIST 
FOLLOWED 114SUCCE'SIOII Dr .UPLY LEVELS OF 0OLS 5 IIOUSTRY AS ,ELL A F6,A .NI r:.;ETMENT. ON TREC.TIZR 
tIILLION, OCLS 3.5 1ILL:Otl, -CLS 6.0 MILLION AiD DOLS SIDE IS THE ECUALLY ANSEROU!ECIPICf OF, UPTUFE 
4.0'ILLION. THEBACKLOS OF DEMAND WAS CLEARED OUT WITH THE FUND AND A CASCADE OF DEBT DEFAULT. 
AND THE RATE FELL QUICKLY TO J DOLS 5.10 EOUALS U.S. 
DOLS 1.00 ANOHAS REMAINED THERE FOR THE PAST FIVE 
AUCTIONS. SEAGA qAS DESLATED P2'ELICLY THAT J DOLS 
5.50 IS A PRICE TH T IAnES JMAICA1N E.PORTS 
COMPETITIVE ANDJAMAIC'I LABORCOSTS9TTRACTIVE TO 
INVESTORS AND THATHE INTENIOS TO HOLDTHEPRICE AT 
THAT LEVEL. MOST OBSERVERS AGREE THAT COMPETITIVENESS 
IS ACHIEVED AT J DOLS 5.50, ALTHOUGH THE DEMAND IS 

STILL HIGd FOR U.S. DOLLARS. 

12. SIMULIANEOUSLY WITH HIS INTERVENTIONS IN THE 
AUCTION, SEAGA ACKNOWLEDGED THAT THIS COURSE IS NOT IN 
hEEPIING WITH THE TEPIS OF THE IMF STAN-BY AGREEMENT. 
TO DEAL WITH THIS IE UROTE TO THE MANAGING DIRECTOR OF 
THE IMF PROPOSIIIG THAT THE THREE PRINICIPAL DONORS, 
liF, IOR0, AiD A. I.D., SEIICA JOIlNT, HIGH LEVEL TEAM 
TO JAMAICA TO REVIEW THE EC2NCIIIC ;ITUATIOII ANiDTAKE A 
"FRESH 10K" AT THEKIh;OOF POLICY PROGRAM7HAT IOULO 
BE APPROPRIATE FOR A COUIITRY IN JAMA!CA'S 
CIRCUMSTAIICES. HIS POSTURE HAS BEEI BOLD .1ND 
AGGRESSIVE, AND HE HAS STATED PUBLICLY THAT IMF-TYPE 
PHUGRAMS HAVE NO SUCCESSFULTRACK RECORDAND ARELOIIG 
OVERDUE FOR SOME RE-THINKING. CEAGA'S MOVE CAN 

ESSENTIALLY BE INTERPRETED ASFORCING THE IIIF TO 
REVIEW ITS f'AESENT NEGATIVE EFFECT Oil IHE BALANCE OF 
PAYMENTS: SCHEDULEDREPAYMENTS TO THEFIINOTOTAL U.S. 
DOLS97.0 MILLION IN JFY 35,'.6 AUOU.S. DOLS123.7 
MILL;O41 IN 1996/0T, WHILE POTEiITIAL STANO-BY DRAWINGS 
AREOIlLYU. . OOL 77.5 lILLION AlO U.S. DOLS53.J 
MILLION RESPECTIVELY. WHAT SEAGA WANTS IS A LESS 
UNFAVORABLE REPAYMENTSCIIEDULE Alt EASIER TERMS 
ICONDITIUNALITYI FORMAKINU THL DRAWINGS. 

IJ. SERGA'S PUDLIC POSITION11 SHOULDNOTBE TAKEN ASA 
STATEINT TIl T HE HASABIANDONEDill IIRINCII'LE[ OF 
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ACTION AID-0O UNEMPLOYED WORKERS AND WORKERS RELEASED FROM THE 

................................................................-- GOVERNMENT PAYROLL. 

INFO FILE-0I ARA-04 PPC-9t DECP-01 ECP-01 RPP-02 OAS-01 

PPA-t OCAR-Ot DEP-02 JM-OZ XLE-01 /DIG A2 JP 1. MULTILATERAL AND BILATERAL OONORS--MOST 

................................................................ IMPORTANTLY THE IMF, I6RD, AND A.I.D.--PROVIDED 

INFO LOG-O0 COPY-O CIAE-00 EB-08 OODE-00 ARA-00 AMAD-O FINANCIAL AND TECHNICAL SUPPORT FOR THE PROGRAM, SO 

/010 H 

------------------- 035431 0322141 /62-39 

THAT THEADJUSTMENTS COULDBE PHASED IIISMOOTHLY. 

THROUGH THIS SUPPORT, FOREIGN EXCHANGE WOULD EE 

0 032131Z DEC 3S AVAILABLE TO ACQUIRE THE RAW MATERIALS ANIDCAPITAL 

FM AMEMBASSY KINGSTON GOODSNEEDEDTO EXPANDPRODUCTION, AS WELLAS CONSUMER 

TO SECSTATE WASHOC IMMEDIATE 3476 GOODS TO RE-STCCh EMPTY SHELVES. THEDONORS,IVI 

EFFECT, 'AGREED TOLEND AGAINST THEINCOMEEXPECTED TO 

UNCLASSECTION.D4 OF 15 KINGSTON 11359 BE GENERATED FROM A SUCCESSFUL ECOIOMIC RECOVERY 
PROGRAM. 

AIDAC, JOIlNTSTATE/AID MESSAGE 
19. IN SPITE OF THE APPEAL OF THE MEDIUM AND LCIG TERM 

STATE FOR AIO/LAC 

E.O. 12356: NI/A 

TAGS: EFIN, LAID, ECO3I,JM 
SUBJECT: PROGRAM ASSISTANCE APPROVAL DOCUMENIT iPAAO) 

FOR FY 36 ESF GRANT TC JAMAICA 

OUTCOME AS DESCRIBED ABOVE, IT WAS RECOGNIZED GY TI-E 

GOVERNMENTOF JAIAICA OJ) A1NDTHE DONORS ALII'E'&AT 

THE SUCCESSOF THE PROGRAMVOULDDEPENDON "w: ABILIT 
v 

ANDWILLINGNESS 3F THE JAMAICA' PECPLETO AC.EFT :CME 

PAINFUL CHAIGES. PRICES OF IMPORTED GOODS HAD BEE'N 

HELD ARTIFICIALLY LOWBYA COMBINTIOI OF A1l 

OVER-VALUED EXCHANGERATEANDGOVERNIIET IMPOSED 

II. ANALYSIS OF CURRENT JAMAICAII ECONOMIC CONDITIONS DOMESTIC PRICE CONTROLS. THIS EIICCURAGEO 

OVER-CONSUMPTION AND EXCESSI'VE USE OF 'CARCE FOREIGN 

A. THE ECONOMIC BACKGROUND EXCHANGE,ANDCLEARLY COULDNOTBE SUSTAINED 

INDEFINITELY. MANY INEFFICIEIT LOCAL IIIUSTRIES HAD 

16. OVER THE PAST FIVE YEARS, THE JAMXICAN ECONOMY HAS BEENPROTECTED AGAINST EXTERUAL ANDDOMESTIC 

UNDERGONESOMEOF THE MOSTWRENCHINGSTRUCTURAL AND COMPETITION, AND WER BEIINEFICIARIE- OF COST SUESIDIES 

POLICY CHANIGESEVERUNDERTAKEN BY A DEMOCRATICALLY VIA THE OVER-VALUED JAMAICAI CURRENICY. THESE WOULD 

ELECTED GOVERMENT IN SO LITTLE TITiE.UPON ASSUMING HAVE TO ADJUST AND MAKE THEMSELVES MORE EFFICEIIT, OR 

OFFICE, PRIME MINISTER SEAGA TOOK THE HELM OF AN 

ECOIIOMIC ,IXTM THAT, AAO BEEN TUA4ED IN inEOIFECTION 

OF A CENTRALLY PLANNED, "CCIL T ?tDOEL. INI THE 

FAIL. THE DESIRED EXPANSION OF THE RELATIVE ROLE OF 

THL PRIVATE SECTCR INTiE EC00M wOUL3 REQJi;E ;4mT A 

LARGER SHARE OF TOTAL RESOURCES BE CHANIELLED TO TwAT 

PROCESS OF TAKING THMT DIRECTION, PARTICULARLf AT A SECTOR. THIS WOULD REQUIRE TRIMMING THE PUBLIC 

TIME WHEN THE OIL PRICE INCREASES WERE ADMIIIISTERING A SECTOR'S SHARE THROUGH REDUCTIONS IIIGOVERNMENT 

SEVERE SHOCK TO THE ECONlOMIC SYSTEM, THE JAMAICAN 

ECONOMY HAD .LFFPrEOA:'S PEC!IT FEDUCTIO'I IN PER 

CAPITA IICCE IN 4 LIT7LE LE S THAN A OECC.EE,HAD SEEN 

'NEMPLOYME!ITJV!lP TO -3 PERCENT, HADEXPERIEICED A 

HEMORRHAGECFHUMANANDFINIAICIAL CAPITAL, ANDWAS 

PLAGUED WITH HCRTAGES OF GOODS ND SERVICES AND 

RAMPAR4TINFLATION. THE JAMAICAN CURRENCY HAD BECOME 

SERIOUSLY OVER-VALUED UHILE PEGGEDAT J DOLS1.7 TO 

THE U.S. DOLLAR, WHILE ITS VALUE IN JAMAICAN GOODS AND 

SERVICES WASRAPIDLY ERODEDBY PRICE INFLATION AND 

"PRIN
T
ING PRESS "FINANCING OF A BLOATED PUBLIC SECTOR 

PAYROLL. THE !ACROECOOIMIC COISEOUENCE OF THE POLICY 

SET THATWA: IN PLACE WHIIENSEAGATOOKOFFICE WASTHAT 

PRODUCTIVE IfIVETiENT ANDEMPLOYMEtIT, SAVING, AND 

EXPORTSERECUBJECT TO SEVERE DISIIICEITIVES, ,HILE 

EXCES31VE C NSUMPTICN AND0It!PCRTS ,ERE REINFORCED BY 

PROFLIGATE IIONETARY AND FISCAL MAIIAGEIENT. 

17. AGAINST THIS BACHGROIIO THE SEAGA GOVERNMENT 

EMBARKED UPON IN ECONOMICRECOVERYPROGRAM,THE FIRST 

TASK OF WHICH 'VAS TO ARREST THE RAPID CONTRICTION OF 

REAL PRODUCTION4 AND LIKEWISE THE EQUALLY RAPID 

EXPANSION OF AGGREGATEDEMAND.FOLLOWING 
THE EXPECTED 

STABILIZMTION OF THE ECONOMY WOULOCOMETHE LONGER 

TERMANDMOREDIFFICULT CHANGESREQUIRED TO INDUCE,NOT 

C1ULYINCREASES INI REALPROOUCTIOTI, BUT ;IGNIFICNT 

CHANGES INIITS COIPOSITION. PRODUCTIClN FOR ENPORT WA,5 

EXPECTED TO'RESPOIND TO THE CORRECTION OF POLICIES THAT 

PENALIZED EYPORTS AND 111BSIDIZED BOTH IMPURTS AND 

PRODUCTION FORLOCALTIARKTS. P.RIVTE INVE'STORS WERE 

LIPECIED TOR :rIOtjUfO.;ITIVELY TI THE AlI T I0 A 

POLICV ENIVtNClIM1PITMORE IiOSPITABI.E TO THE PRIVATE 

SECTOR. INCL4E';EI PROD(UCTIVE ACTIVITY IN TH1EPRIVATE 

SECTORWASE"rECTLD TOCREATEJOBS OlhAlTCOIILU;B(!ORB 
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INFO FILE-D ARA-04 PPC-O[ OECP-I1 ECP-01 RPP-62 OAS-01 BE REDUCED. NEVERTHELESS, WHILE THE OPTIMUM FACE ,.1D 

PPA-01 OCAR-01 DEP-02 J1-02 XLE-0I /018 A3 JP PATTERN OF ADJUSTMENTS IS ALWAYS OPEN TO DEBATE, THERE 
----------.-.---..--------..--.--.-..----.-.----.---.------.--.. CAN BE NO DOUBT THAT THE PROFILE OF ECONOIIC POLICY 

INFO LOG-0O COPY-0l CIAE-0O EB-O8 DODE-00 ARA-O0 AlIAD-01 HAS CHANGED RADICALLY AND IN1THE DIRECTIONS 
/010 W ESTABLISHED AS APPROPRIATE BY THE GOJ AND THE DONORS 

--------------... . 035514 032218Z /62-38 AT THE OUTSET OF THE ECONOMIC RECOVERY PROGRAM. 
0 032131Z DEC .5 CRITICAL ELEMENTS OF THE AOJUSTMENTS ARE AS FOLLOI.S: 
FM AMEIMBASSY KINGSTON 
TO SECSTATE WASHOC IMEOIATE 3477 (1) EXCHANGE RATE. THE FIXED EXCHANGE RATE 

REGIME HASBEEN ABOLISHED AND THE RATE IS 'IOV 
UNCLAS SECTION 05 OF 15 KINGSTON 11aS9 ESTABLISHED AT TWiCE-';EE.LY AUCTIOS 

CONDUCTED BY THE BANK OF JAMAICA. THE LOCAL 
AIDAC, JOINT STATE/AID MESSAGE CURRENCY PRICE OF OIE 0S DOLLAR HAS INCREASED 

209 PERCENT, FROM J DOLS 1.73 It:NOVEMBER 
STATE FOR AID/LAC 1980 TO J DOLS 5.53 IN NOVEMBER 13,S. 0I'LE 

THE GOJ IS TRYING TO ST-OIL IE THE RATE .T THE 
.0. 12356: N/A VERY COMPETIT1,E RATEOF , es0 ..J, TYE 

TAGS: EFII, EAI . ECON, Jtl CONTINUINiG EAITE;.E ^,rTmEAUCTION 'SfTE1 
SUBJECT; PROGRAMASSISTA4CE APPROVAL DOCUMEIITtPAAD) MEANS THAT TO 00 :0 IT PLUSTPUT IN ENOUGH 

FOR FY 85 ESF GRANT TO JAMAICA DOLLARS TO EFFECTIVELY SATISFY OEM 1. THUS 
- IT STILL RETAIINS AllIMPORTANT ROLE. 

EXPENDITURES, PROJECTS, AND EMPLOYMENT, 
- (2) GOVERNMENTFINANCE. THE OVERALL 

20. IN THE SCENARIO AGREED TO BY THE GOJ AND TilE - GOVERNMENT BUDGET OEFICIr HAS DECLINIED FROM 
DONORS,THESECHANGESWOULDBEENACTEDIl AN - 17 PERCENT OF GDP IN JAMAICANIF!SCAL YEAR 
ENVIRONlMENT OF E,,PAIJSING REALOUTPUTArIDRESOURCE 1980/81 TO 7 PERCENT IN 1984,5. A FLIRTH.R 
AVAILABILITY. CONSErUENTLY, HILE THEYIOULD REDUCTION IS ON TRACK FOR 1985/35. BANK 
NECESSARILY INVOLVE POCKETS OF HARDSHIP, THESE WOULD FINANCING OF THE DEFICIT IN 1984/5 WAS NiL 
BE EASED BY THE .ROWTH IIITHE ABSOLUTE SIZE OF THE COMPARED TO 59 FERCEIT IN 1980/1t. 
ECOIOMIC PIE. 

- (3) PUBLIC 3.R P,.,IROLL.THE PUBLIC 
11.AS 1 NOWWELL UNDERSTOOD, THE ORIGINAL CCEIARIO - SECTOR PAYROLL REACHED A PEAK THAT HAS BEEI 

TURTIEDOUT TO BE UTIUULOPTIMISTIC. FIRST, A ROBUST - ESTIMATED AS HIGH AS 133,800 WORKERS IIl 
RECOVERY OF THE LOLO MAI ET FOR BAUXITE AID .LJMINA - 1980. THIS HAS BEEN REDUCED SIGNIFICANTLY 
WAS ANTICIPATED 1:1THE ORISIrIAL PPORAM--IDIIEED IT WAS 
THE li[vSTC'1EOF THE 0. 111. THIS DID OCTOCCUR. ON THE 
Ca!!TRAR4, 04VAI TE -"2 -LUMIIA hS.,;I7 ALLI COLLAPSED 
AS JAMAICA'S hEY rC3[ 1I EXCHANGE E5RPIIER.THIS 
SHORTFALL OF FOREIGN EXCHANGE IFLOWS HAS HAD AN 

IMPACT ACROSS ALL SECTORS OF THE ECO~iOMY DUE TO THE 

RELIANCE OF VIRTU-ILLY EERY SECTOR GN IMPORTED 
INPUTS. THE SCENARIO HS CH,IGED FROM OTNEIN wHICH 
THE VARIOUS SECTORS "E;E JYiNG IN HEALTHY COMPETITION 
FOR BIGGER SLICES or A GROW,,INGPIE, TO ONE IN ,HICH 

EACH SECTOR IS DE;PERATELf SCRAMBLING TO SURVIVE IN 
THE FACE OF INCREASING REOURCE REQUIREMENTS AND 
DECL IIING RESOURCE ,VAIL EILITY. THUS THE PAIN 
ASSOCIATED WITH CHANGE. IN THE STRUCTURE OF ECONOMIC 
ACTIVITY IS MADE MORE .EVERE B A REDUCTION Il TIlE 
ABSOLUTE LEVEL OF k:T ,'ITT.EACH :ECTOR, INCLUDING 
THE PUBLIC SECTOR, HAS FE^I:TED VISDRCUSL' THE E!ISLtlIG 
PRESSURE TO REDUCE ITS CLAIMS AGAINST 1IICREASINGLY 

SCARCE RESOURCES PROJECTS .4d PROGRAMS THE V1ABILITY 
OF WHICH OEPENDED 0;ITHE E*PAgNDING ECONOMY SCEIIARIO, 
WERE NOT TRIMMED AS RAPIDLY AS RFSOURCE AVAILABILITY 

CONTRACTED. 

22. IN SPIlE OF THE DRASTIC DIFFERENCE BETWEEN THE 
ACTUAL ECOIIOMIC ENVIRONMENT OURING THE SEAGA 
GOYERIIENT S TENIUREAN TIlEETVIRONMIENT ORIGINALLY 

ANTICIPATED. THE REOUIRED STRUCTURAL ADJUSTMENTS ARE 
THE SAME. IN CERTAIN AREAS, THE SEAGA GOVERNItENT 
DRAGGED ITS FEET AND. tNI1OI'FITTEiLy,SHIFTED AN 

INORDINATE ;HARE OF TIlE BURDEN ONTO tilePRIVATE 
PRODUCIlVE ',ECTUR.. DIVLSTIILNR WASNOTAIRE;SIVELY 
PIIRSUED AS I1 1OURCE OF FlIIDiIG FOR NIEEDED 
INFRASTRUCTURE IMPROVrFI[IIIS. TIE OVER-VALUATION OF 
THEJAMAICAN DOLLAIRCOlIIilIJED T00 LONGAS THEGOJ 
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-
AIDAC, JOI;!TSTATE/AID MESSAGE 

STATE FORAIO/LAC 

E.O. 11356: N/A 
TAGS: EFINr,EAID, ECCII,JI 
SUBJECT: PROGRAMASS1TAIJCE APPROVAL DOCUMENT(PAAD) 

FOR FY 86 ESF GRANTTO JAMAI'A 
A 

ANO, IN THEPRESEIIT FISCAL VEARALONE,THE 
GOVERNMENTESTIIATES T.IAT 7,000 AODITIONAL 
PUELIC SECTOR JOBS WILL BE ELIMIlIATED. 

-

(4) PRICE CONTRCLS. IIli980, 60 ITEMS WERE 
SUBJECT TO GOVERNIIEIIT PRICE CONTROLS. BY 
NOVEMBER1985 THE IIUMEER OF ITEMS SUBJECT TO 
PRICE CONTROLS HAD BEERI 'EDU.ED TO 3, 
ALTHOUGHPERCENIAGE MARK-UPS ON KEY 

-
-

-

COMMODITIES ARE STILL REILATED. THE 
PRICE CF GASOLINE HAS RIE1 '63 PERCENT FROM 
J DOLS 3 PER GALLOI IIl .98 TO J DOLS 10.90 
AT PRESE4T. THECOSTOF A MARKETBASKET OF 
BASIC FOODSCONSUIIEOBY L0W IIICOME FAMILIES 
(J DOLS50 PER IEEK ORLTSSI II DECEMBER 

19SO, INCREASED FROMJ 0IL3 0 rO J DOLS47 
FROM DECEMBER, 19S., TO AUGUST, 1985. 

(5) QUANTITATIVE IMPORT RESTRICTIONS. IN 
1980 ALL IMPORTS REQUIRED LICENSES, AND 364 
TARIFF ITEMS WERE SUBJECt TO QUANTITArIVE 

LIMITS. IN lOVEMBER, 1965, ALL BUT 7G ITEMS 
STILL SUBJECT TO EXPLICIT QUANTITATIVE 
RESTRICTIONS WEREREMOVEDAND CUILYIGO ITEMS 
REMAINED SUBJECT TO LICEIISING. MA1f OF THESE 
WERE ITEMS SUCH AS FERTILICERS, EXPLOSIVES, 
AND PHARMACEUTICAL PRODUCTS. 

(6) AGRICULTURAL COIIMODITY BOARDS. BANANAS, 
SUGAR,COFFEE,CITRUS, PIViENTO, CACAO.AID 
COCONIUTS HAVE TRADITIONALLY BEEN GROUN AND 
MARKETED UNDER RIGID REGULATION BY GOVERtUMEIFT 
CONTROLLED COMMOOITY 6OARDS. THE FIRST FOUR 
HAVEBEEI SUBSTANTIAILY DECONTROLLED COMPARED 
TO THEIR SITUATION FOUR YEARS AGO. FURTHER 
REGULATORY PEFORMS ARENEEDED,ANDAREUNDER 
REVIEW. NEVERTHELESS. THE STEPS THAT HAVE 
BEEN TAKEN ARE SI6NIF C ATl AND ARE REFLECTED 
IN POSITIVE IMIPROV[MENTS IN COST AND EARNINGS 
PERFORMANCE.FOR EXAMPLE, BINANA PRODUCTION 
FdR EXPORT ISRECOVERIlG RAPIDLY. SUGAR 
ACREAGE IS PEING REDUCED IN FAVOR OF WINTER 
VEGETABLES ADl OtaTR E r;OTs. UIOER THEAEGIS 
OF Ai RO I1 P1 IMI PIA6, OF COFFEEHAVE 
INCREASED SUBS ANIIALLY. NEWEXPORTMARKETS 
IIAVEBIEN FOUNDFORJAIAICAN CITRUS. 
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(7) DIVESTMIENT OF STATE ENTERPRISES. EARLY
 

I N T H E S E A G A GOVE R NM E N T "S E C O NOM I C RfE C O V E R Y 
PROGRAM, THE GOVERNMENT BEGAN TO SHED THE
 
THE OPERATION OF ESSENTIALLY COMMERCIAL
 

ENTERIR ISES, PARTICULARLY TOURIST
 
FACILITIES. WHILE LEASES AID MANAGEMENT 
CONTRACTS WERE MORE CFTEN EMPLOYED THAI
 
OUTRIGHT SALE, THESE ENTITIES WERE BROUGHT
 
UNDER THE DISCIPLINE OF MARK.ET FORCES
 

AND THE NECESSITY TO FUNCTION 4S PROFIT
 
SEEKIIG BUSINESSES. AFTER A SUBSEUENT
 

PERIOD OF RELATIVE INACTIVITY, THE OIvESTMEIT
 
(ORAS THE GOJPREFERS, THE "PRIVATI:ITIO'Ii" 

ACTIVITY HAS BEEIIREVITALIZED. TEN
 
ENTERPRISES HAVE BEENfDIVESTED SINCE 1934,
 
ELEVEN MORE ARE 
IIITHE NEGOTIATIOI T:GE OR 
DIVESTMENT, AIID TWENITY-OIE MOREAREH-INS 

THEIR FINANCIAL STATUS REVIEAEO ANDB;CUShT 
UP TO DATEFOREARLYOIVESTMiEtlT. A -rECENT 
PROPOSAL BY PRIME MINISTER SEAiSATO PL4CE
 
ALL OTHERSTATE OWNEDEIITERPRISES INTOI 
HOLDING COMPANY EQUITY SHARESWCULOoNWHOSE 

TURII BE OFFERED IS EEIIIG
TOTHE PUBLIC, N1OW 

FORMALLY EVALUATED. IT IS HOT, IN OU VIEW,
 
PROMISIIIG, ^.1O ,E DOUBTTHAT THEFEASIBILITf
 
STUDY WILL SUPPORT THE CCIICEPT. THIS
 

ACTIVITY IS HIGH 0ONTHEAGEIIOAOF DISCUSSION 
TOPICS BETWEEN ANDTHEGOJFORFURTHERUSAID 
ACCELERATIOI OF THE PROCESS.
 

() INVESTMENT MEASURESPROMOTION. .AVE 
BEEN ADOPTED TO FACILITATE THE PROCESS OF
 
ELICITING ANU APPROVIIG ?RIVwTE II'.l,:'ESTd 
PROPOSALS FROM BOTH DOC.:STIC ANIDFOREIGN 
INVESTORS. YET CONTIIIUED GROUSING BY ACTUAL 
AND POTENTIAL INVESTORS THENEEDSUGGESTED 

IN.LASS IFIFlD
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AIOAC, JOINT STATE/AID MESSAGE 


STATE 	FOR AID/LAC 


E.O. 	 12356: N/A 
TAGS: EFIII,EAID, ECON, JM 
SUBJECT: TROGRIM A.SISTANCE APPROVALDOCUMENTIPAAD) 

FOR FY 86 ESF GRAIT TO JAMAICA 


FOR A REVIEW OF THE PROCEDURES. ACCORDINGLY 	 -
THE GOVERNMENT'"SJAMAICA NATIOINAL INVESTMENT -
PROMOTIOll JNIPI AND THE U.S.G. TEAM IN -
JAMAICA COLLABORATED INIA SURVEY RESEARCH 
PROJECT TO LEARN OF THE ACTUAL EXPERIENCES OF 

FIRMS 	IIITHE PROCESS. THE RESULTS OF THE 

SURVEY WERE PRES!ENTED TO PRIME MINISTrR SE:.GA 
 -
WITH RECOMMEIDTIOIIS FOR STREAMMIHING THE 
 -
PROCESS. AS A RESULT, AllIIITER-AGENCY -
COMMITTEE HAS BEEIIFORMED AND 5 CHAINED BY -
THE PRlItEMIIITER. :C.,.IMTTEETHE MEET: 

WEEKLYAN1DDEALS PROMPTLY ANOEFFECTIVELY IN 
INSTAIICES IIIWHICH THE GOVERNMENT'S STRONG 

PRO-IIIVESTIMENT POLICY IS BEINIGBLOCKED BY
 
BUREAUCRAT'C OBSTACLES.JUIIP 4AS ALSO BEEN 
EMPOWERED TO1", . S,TCl1 E0 FACILITATIVE
 
ROLE. MORE DIFFICULT STUMBLIIIG BLOCKS, MOST
 
NOTABLY CUSTOMS AREUNDERADMINISTRATIONI, 
REVIEW At PRESENT, AII0MANY WILL BE ADDRESSED 
IN RADICAL ADMINISTRATIVE AND0INSTITUTIONAL 
REFORMS THAT ARE EXPECTED TO BE ADOPTED JY
 
THE ENIDOF CALE!IDAR YEAR 19,5. SIGNIFICANT
 
RESOURCES AND CLOSE ATTEITIO;N FROM TIlE
 
HIGHEST LEVEL^ OF GOVERIIMENT ARE BEING
 
FOCUSED ON THIS PRIORITY ACTIVITY. CORPORATE
 
TAX REFORM MEASURES, PROPOSED B)ITHE SYRACUSE
 
UNIVERSITY GROUP, WILL ALSO PROVIDE
 

SIGNIFICANT ITCEITIVES TO INVESTME!IT IN THE
 
FORM OF IM;',EDIATE
EvPENSING OF INVESTME'IT AND
 
REMOVAL OF DISCRIMINATORY TREATMENIT CF EOUITY
 
AS OPPOSED TO DEBT.
 

(S) TAX REFCRM. A TEAMOF TAX CONSULTAITS, -

FUNDEDBY USAID/J, COMPLETEDHASRECEHTLY A 
TWO AND ONE-HALF YEAR COMPREHFNSIVE TAX 
REFORM STUDY. THE RESULTS APO 
RECOMMENDATIONS HAVEBEENPRE'ENTEO TO THE 
GOVERNMENT. AS PART OF HIS STRATEGY TO SELL
 
THE TAX REFORM TO THE PUBLIC, PRIME MINISTER
 

SEAGA THEN,APPOIIITED A PRIVATE TAX STUDY
 
COMMITTEE 	 'EADERS OFCOMFRI';[O OF R[SPECTEO 
TRADEIINIOlIS, THE PRIVATE SECTOR ORGANIZATION 
OF JAMAICA iPSOJI,TIlECHARTERED ACCOUNTANTS 
ASSOCIATION, THEBAR I'-SOCIAMIOt 4NO PUBLIC 
INTEREST OR,1ANI.ATIONS. in11 COMMitTEE WAS 
CIIARGED WITH FESTONsIBILITY FOR STUDYIIG THE
 
REPORT 1D RECOMMEIIUsAIIOl-G .11111
RETURNING WIIi
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ITS OWINRECOMMENDATIOIIS FOR ACTION. THE
 

HAS COMPLETED ITS WORK ON THE
 
PERSONAL INCOME TAX, AND MADE ITS
 

RECOMMENDATIONS FOR SWEEPING CHANGES. THE
 

PRINCIPAL CHARACTERISTICS OF THE CHANGES *'IEY
 
HAVE RECOMMENDED ARE (A)A FLAT RATE OF 35
 
PERCENT,011 INCOMES OVER IDOLS 7,500 SO THAiT
 

TAX ON INCOMES ABOVE THE EQUIVALEIT OF U.S.
 
DOLS 2,545 IS REDUCED BY APPROXIMATELY 20
 
PERCENTAGE POINT' AND THE LOWEST IICO.E
 
EARIIERS ARE RELIEED FRCI INCOME TAXATION
 

ENTIRELY; 8O)A SIMPLIFICATIOIN OF THE SYSTEM
 
OF EXEMPTIONS 41NDCREDIT' BY ALLOWING OLL
 

TAXPAYERS FkIED EXEMPTICNS; 4D ICIFOCUE,
 
AOIINISTRATIVE RESOURCES 0;1BRINIGING TAX
 

EVADERS ONTO THE TAX ROLL.. THE OCVERN.rEIIT 
INTENDS TO HAVE THE NEW SYSTEM APPROJEC Lv 
PARLIAMENT BY THE END CF JAIUARY, Ia', WLTH 
AN EFFECTIVE DA E OF J2AL''PY I, !916. THE 
CHANGESTHEGCIER1MEfIT PROPOSE^: COULDRE3UE 
TAX COLLECTIONS BY AS MUCH AS J DOLS 2OO 
MILLION IIITHE FilST YEAR. TAXES ON INTEREST
 

INCOME, AllUP-DATED PROPERTY TAX ROLL AND 
IMPROVED ENFORCEMEIT WILL PARTIALLY MAKE UP 
FOR THE LOSS. GIVEN 7HE GOJ'S COPMITMENT TO 
MEET THE TARGET REDUCTICNS IN THE FISCAL 
OEFICIT AS AGREED WITH THE IMF, COPBIYED WITH 
THF DRASTIC REDUCTIONI IN REVENUE FROM THE 
BAUXITE LEVY, THE TAX REFORM WE EXPECT TO BE 
IMPLEMENITED WILL BE ONC 0 THE POST 
SIGNIFICANT STRUCTURAL REFORMS (ET ADOPTED. 
INDEED, WE CO1ISIDER IT TO BE OF THE SAME 
LEVEL OF ItIPONTiNCE AS THE FIh.o,;;EEil. 
OF THE PRICE OF FOREIGN ECHA'IGE INITHE 
AUCTIONI, WHICIIOCCURRED A Y.EARAGO. 

ACCORDINGLY, JUST AS THAT CHANGE WAS
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AIDAC, JOINT STATE/AID MESSAGE 


STATE FOR AID/LAC 


E.O. 123S6: N/A 
TAGS; EFIN, LAID, ECON,JM 
SUBJECT: PROGRAMA'SISTA ICEAPPROVAL DOCUMENT(PATO) 

FOR FY 66 ESF GRANT TO JAMAICA 


CONSIDERED SUFFICIENT BY ITSELF TO WARRANT FY 

19;5 ESF SUPPORT, WEBELIEVE THAT THE 
EXPECTED REFORM OF THE PERSO!IAL INCOME TAX IS 
SUFFICIENT JUSTIFICATION FOR THE DISBURSEMENT 

- OF THE PROPOSED FY 1936 ESF GRANT. 

23. IT IS NOTTHE INTENTION HERE TO SUGGEST THAT THE 
PACE AND DEGREE OF POLICY ANDSTRUCTURAL REFORMIN 
JAMAICA HAVEBEEN 8OVE CRITICISM. STEPS TOWARDA 

MORErARhET ORIE?iTED ECCUOIIhHAvECFTEI BEENFOLLOWED 
QUICILY BY PARTIAL RETREATS. THE TEMPTATION TO 
INTERVENE IN THE MAHET SYSTEMPAS OFTENPROVED 
IRRESISTIBLE TO A GOVERNIIENT MANYOF HOSEhEY PLAYERS 
ARE INEXPERIENCED IN THEMYSTERIES OF A PREDOMINANTLY 
PRIVATE, OUTWARO LOSVIN,, COMPETITIVE 'I.RET 
ENVIROIIYNT. THE EMSASI' LSAIO TE~h HAS REPORTED 
ArREQUEIITLY AND II CONSICERABLE DE141L Ol WHATWEHAVE 
CONSIDERED TO BE ImPERFECTIONS IN BOTH THE DESIGN AND 

THE IMPLEMENTATION OF VARIOUS ELEMENTS OF PUBLIC
 

ECONOMIC POLICY,
 

24. THE ISSUE THAT DEMANDS USG ATTENTION AT THE 
PRESENT JUNCTURE, HOWEVER, ISNOT WHETHER JAMAICA HAS 
ADHEREDPRECISELY TO THEFORMAND PACE OF POLICY 
REFORItWE WOULDCONSIDER OPTIMAL. RATHER IT IS 
WHETHER JAMAICA-S PERFORMANCE MERITS IMMEDIATE AND 
CONTINUED SUBSTAITIVE SUPPORT, GIVEN U.S. FOREIGN
 
POLICY OBJECTIVES. IN THEJUGEtENT OF THE COUNTRY 
TEAM THE ANS.ER I' U:E.UIJOCALLYr AFFIRMATIVE. THE
 

SECTIONS THAT FOLLOW SET ;ORTH 4ODITIONAL FACTS AND 
ANALYSIS UPON WHICN TIIATCOIICLUSION IS CASED, OUR 
ESTIMATE OF THE MYIGNITIJOEOF ASSISTANCE PEUIRED, AND
 
THE S.TRATEGY WEPFOPOSE TO ENSURE THAT E:F ASSISTANCE 
IS UNDERSTGOD BY THE GO. TO REPRESENT SUPPORT FOR 
CONTINUING THE DIFFICULT ;TRUCTLIRAL ADJUSTMENT PROCESS
 

RATHERTHANAS A MEANSOFAVOIDING IT. 

9. THE PRESENT SITUATION: HARD TIMES AND A 'FRESH
 

LOOK" 

25. THE GOJ ' PRESENT DILEMMA PITS ECONOMIC REALITY
 
AGAINST POLITICAL NrCESSITY. THEECONOMIC REALITY IS 
THAI JAM,ICA : COMMAND REALEXTERNALO'ER RESOURLCES 
HASNOTUNILIFAILLD TO LkPaNO A. ANTICIFAIE, BilITHA 
OECLIIIED ABSOLUIELY, FOR A , APRIL, 1ISA, 
ESTIMATE, PREPARED BY tIE BAII OF JAMAICA AINTICIP17FO 
THATIllJFY I1 ,,5, U.;. TOLS IJ J MILL IUN1WOLO BE 
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AVAILABLE TO FINANCE IMPORTS AND TO BUILD
 

INTERNATIONAL RESERVES. IN JUNE, 1[95, THE ESTIMATE
 
WAS REVISED DOWNWARD TO U.S. DOLS 1,178 MILLION.
 
SIMILARLY, JUNE, 1983, ESTIMATE. BY THE BOJ AND THE
 
IMF PROJECTED U.S. DOLS 1,345 MILLION IN IMPORTS AID
 
RESERVE IMPROVEMENT FOR JFY 1983/34. THE ACTUAL
 

OUTCOMESHOWEDIMPORTS OF ONLY DOLS 1,265 MILLIO! AND 
A DOLS 312 MILLION DECLIIIE I PIETIIITERNATIONAL
 
RESERVES. THUS IT IS HARDLY SURPRISING THAT UPW.RO
 
MOVEMENTS OF THE PRICE OF FOREIGN EXCHANGE HAVE FAIRLY
 
CONSISTENTLY EXCEEDED EXPECTATIONS. THE COUNTRY H.S
 

LITERALLY EXPERIENCED SUCCESSIVE REDUCTIOIS IN ITS
 
REAL WEALTH. Il THE ABSENCE OF il iNNFUI ONl OF
 

ADDITIONAL RESOIURCES THEREFORE, REAL IMPOVERIH,E!IT,
 
IN THE AGGREGATE, IS INESCAPABLE. CFNO AIIOUNT 

JAMAICAN ECONOMIC POLICY ADJUSTMENT CAN ALTER THAT
 
HARSH FACT IN THE NEAR TERM.
 

26. THEPOLITICAL NECESSITY, AS PERCEIVED BY P9lrE 
.MINISTER SEAGAAND BY EMBASS/U:AI , IS TO PRE'E::T THE 

BURDEN THE AGSR 1
ITRACTION FROMFLLINGOF EGATECO

INORDINIATELY HEAVILY ONTHELOWERINCOMESEGMEfNT OF 

THECOMVIINITY. THEOEM0ONSTRATIONS FOLLOWEDTHAT THE 
JANUARY, 1985, ROUND OF GaSOLINE PRICE ICft,;ES H,.1A 
LARGESPONTANEOUS PARTICIPATION. THIS SENTA CLEAR 
SIGNAL THAT THEPATIENICE OF THE GENERALPUBL'C WITH A 
SEEMINGLY EN4OLESS SERIES OF ECONOMIC HARDSHIPS W45^
 
HEAR ITS LIMIT. THE DAMAGE THAT APPEARS TO HAVE BEEN
 

DONETOTHE VERYSENSITIVE TOURISM SECTORBY THE 
JANUARY DEMONSTRATIONS COULDBE MORE SEVERE'HIS YEAR 
SHOULD NEWDEMONSTRATIONS' OCCUR. SINCE THE COLLPSE 
OF THE BAUXITE/ALUMINA SECTOR, THE TOURISM SECTOF IS
 
TOOIMPORTANtTTOPUT IIIiOrA Jy BY IGIOgInI, SlG0S 
THAT POINT TO A FRAGILE SOCIO-POLITICAL STABILITY. 

27. PRIME MINISTER SEAGA IS PAINFULLY AWARE THAT
 

IINCI.ASSI FI ED
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ABAIDOIIING THE DISCIPLINE OF HIS PROGRAM WITH THE 
IMF 

WILL NOT CHANGE THE ECONOMIC REALITY OF REDUCED REAL 

RESOURCE AVA:LABILIT. HIS CALL FOR 4 'FRESH LOOK" AT 

THE JAMAICAN ECONOMIC SITUATION ANIDTHE REQUIREMENTS 

OF THE IMF PROGRAII, IS NOT, WHEN CAREFULLY ANALYZED, A 

CALL FOR APPROVAL FOR RESORTING TO THE PRINTING PRESS 

TO FINANCE SUBSIDIES FCR PETROLEUM PRODUCTS AND BASIC 

FOODS. INSTEAO, HE SEEMS TO BE ASKING FOR A REVIEW OF 

POLICY ALTERINATiVES TO THECONTINUED UIIRESTRAINED 

DEPRECIATION OF THEJAMAICAN DOLLAR, WHICHIi TURN 
TRIGGERS 	INCREASED PRICE5 OF IMPORTED bASIC FOOD AND 

GASOLINZ . AS AN ALTERNATIVE, HIS TECHNI1CIANS HAVE 
BEENIDEVELOPING QUANTITATIVE MODELS TO APPLY 

SUFFICIENTLY RECTRICTIVE MONETARY POL ICY TO CHOKE OFF
 
THE EXCESS FORrIGV EXCHANGE OEMAND THAT DRIVES THE
 
DEPRECIATIOI IT ! A PKY STRAYEGY. IT IS RISKY
 
BECAUSEIT ASSUME: THATT4E EXCHANGE N IN FACTRATEC . 
BE STABILIZED AT THE TARGET RANGE. I ADDITION TO THE
 
SUCCESSFUL IMPLEMEITATION OF THE FISCAL ANDMONETARY 
MEASURESDESCRIBED BELOW,PLUSOCCASIONAL DELIBERATE 
VARIATIONS OF THE SUPPLY OF FOREIGN EXCHANGEAT THE 
AUCTION, THE SCEIARIO ASSUMES THAT THERE WILL 
BE NO
 
ADDITIONAL EXOGENOUS SHOCK THAT COULD 
CAUSE BUYERS AT
 
THE AUCTION TO LOSE CONFIOENCE OR OTHERWISE BID UP THE
 
PRICE OF FOREIGN EXCHANGE.
 

23. AT THE SAME TITlE,IT IS A DISCIPLINED STRATEGY,
 
AND ONE THE IMF FEEL; !S PLAUSIBLE IF NOT DESIRABLE.
 
IN ORDER TO ACHIEVE THL TARGETED EXCHANGE RATE, THE
 
GOJ AND IMFHAVE AGREED THAT THE MONETARY BASE WILL
 
HAVE TO CONTRACT VY J OCL IGO MILLION IN THE 
REMAINDER OF JFY :5/36 THROUGH A PACKAGE OF FISCAL AND 
MONETARY MEASURES. Ol THE MONETARY SIDE, THE BANKOF 
JAMAICA HASALREACY BEGUNTO AUCTION OFF i DOLS 300 
MILLION IN CERTIFICATES OF DEPOSIT J OOLS 50.0
 
MILLION AT AN AVERAGE RATE OF 13 PERCENT). ON THE
 
FISCAL SIDE, THE iOJHOPES T0 R4ISE J DOLS 
160 MILLION
 
IN NEW TAXES ON IIIPORTS.THESE FUNDS WILL THEN BE
 
"STERILIZED" BY BEING LONGED IN THE BANK OF JAMAICA,
 

29. THIS 	STRATEGY WILL ENABLE JAMAICA TO REALIZE 
THE
 
CRUCIAL, IMMEDIATE OBJECTIVE OF SECURING ITS FINANCIAL
 
rOSITION NOT ONLY VIT 
 T1lEITIF BUT ALSO THE WHOLE HOST 
OF DONORSANDCREDITORS SUCHlAS THE IERD, A. ID, THE 
C.C.C., THECOMMEPCIAL ITS IUPPLIERSBANK., OF OIL. 
AND DIHERS.
 

JO. HEVERIIIELESS, MANYOFSERVERS' FEEL THATMIONIETARY 
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POLICY IS ALREADY SO TIGNI THAT IT IS ADVERSELY
 

AFFECTING REAL INVESTMENT AND1PROOUCTION. IF THIS
 
VIEW IS CORRECT, AND IT IS CERTAINLY PLAUSIBLE, THE
 
EFFECT OF THE POLICY MAY BE TO SHIFT THE PAIN OF
 

REDUCED REAL RESOURCE AVAILABILITY ONTO WORKERS BY WAY

OF INCREASING UNEMPLOYMENT. THAT RESULT COULD PROVE
 
TO BE AS DESTABILIZING AS PRICE INCREASES, THOUGH IT
 
MIGHT NOT OCCUR AS QUICKLY.
 

31. THERE IS, HOWEVER, A POSITIVE PROSPECT FOR THIS
 

APPROACH. IF THE BOJ IS SUCCESSFUL IIIHOLDING THE
 
EXCHANGE RATE WITHIN REASOIABLY NARROW LIMITS (SAY J
 

DOLS 5.50 - I DOLS 5.70 EOUAL U.S. DOLS 1.00), T4E
 
RATE OF PRICE INFLATION SHOULD BE SLOWED MARKEDLY.
 
THIS IN TURN COULO HAVE THE EFFECT CF REDUCING IIOMIfIAL
 
INTEREST RATES WITHOUT REDUCTIONS IN THE REAL RATE AU1D
 

PERHAPS EVEN WITH IIICREASING REAL RATES. iSTILL,
 
THERE IS THE DANGER THAT THE IMMEDIATE EFFEST OF THE
 
PROGRAMMED MONETARY STRI!IrENIS'I WOULD BE 4 CREDIT
 
CRISIS WHICH WOULD CAU:E NOMINAL IIITEAES7 RATES T0
 
RISE FURTHER BEFORE FALLINIG.)IF AND AS WEALTH OWNERS
 
BEGIN TO BELIEVE THAT THE PRICE AND EXCHANGE RATE
 
STABILITY WILL ENDURE (OR THAT RATE DECREASES ARE
 
ALMOST AS LIKELY AS INCREASES), AND REAL RATES OF
 
INTEREST WILL REMAIN POSITIVE, THE INCENTIVE TO
 
CAPITAL FLIGHT WOULD BE SIGNIIFICANTLY EASED. IT IS
 
WIDELY BELIEVED THAT JAMAICAIIS HOLD MANY MILLIONS OF
 
DOLLARS IN FOREIGN BANK ACCOUNTS. TIGHT DOMESTIC
 
MONETARY POLICY, STABLE PRICES, A STABLE AND CR!DIBLi
 
EXCHANGE RATE, POSITIVE REAL RATES OF INITEREST, AND
 
RELATIVELY LOW TAXES (UNDER THE IMMIIIEIIT
REFORM OF THE 

IIICOIETAX REGIME) ALL SERVE TO ENCOURAGE Al INFLOW OF
 
THESE AND OTHER FOREiG,4 fU:0 TO JAMAICA.
 

32. AS THE FOREGOING DISCUSSION SUGGESTS, THE NEAR
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FOR FY 86 ESF GRANT TO JAMAICA 


4 

TERM SUCCESS OF THIS STRATEGY WILL DEPEND IMPORTANTLY
 
ON (1)THE PUBLIC'S PERCEPTIOII OF THE CREDIBILITY OF 

INTEREST RATES, 'RICES, AI1DTHE EXCHAtIGE RATE GIVEN 

THE UNDERLYING REAL MARKET FORCES, QI THE RELATIVE 

SPEEDS WITH WHICH GAIIERS AfIDLOSERS FROM THE POLICIES 

REACT, AND (3)THE MAGIIITUOES OF THOSERESPOIISES. TO 

THE EXTENITTHAT FOREIGN INFLOWS
SIGNIFICANT EXCHANGE 
DO OCCUR, AND TO THE EXTENT THAT 4IGHER TARIFFS CHOKE 

OFF IMPORT DEMAIIO, THE RECESSIONARY IMPACT OF A 

RESTRICTIVE DOIIE:TIC CREDIT POLICY 41Z ITS 

RECESSI:IARY IMPACT :IlCREDIT AVA!LSIL:TY WILL 
BE 

OFFSET. IF, AS SOME OBSERVERS BELIEVE, H!STORICALLY 

HIGH 	 NOMINAL RATESOF IITEREST DETERINVESTMENT 
REGARDLESS OF WHETHER THE INIFLATION-ADJUSTED RATE IS 
POSITIVE OR NECATIVE, ;ElL ORGOUCT'VE INVESTMENT MIGHT
 
BE FURTHER ENClOJPAGED.
 

33. It:CANDOR, WEMUST OBSERVE THAT THE FOREGOING 
SCENARIO IS UNLIKELY. THE PROBLEM IS THAT, IN THE
 
ABSENCE OF SIGNIFICANT .NO PROPT INIFLOWSOF NEW
 
RESERVES, THE PROPOSED EXCHANGE WILL
RATEPOLICY 
REQUIRE THAT IMPORT OEMANOBE REDUCED BY SC.IETHING
 
LIKE U.S. DOLS 1OOMILLION, (LE;S THE EFFECT OF TARIFF
 
INCREASES). TO 4CCOMPLISH THIS PRIMARILY THROUGH
 
GENERAL MONETARY POLICY COULD, WE ROUGHLY ESTIMATE,
 
REQUIRE AI ADDITIO1AL REDUCTICII OF NATIONAL ONEY
 
INCOMEOF TWICEThATMUCH,ORAPPROXIMATELY .0
 
FERCENT. EVEN IF THIS CVER-ESTIl1ATE; THE DEPRSSANT
 
EFFECT BY THREE ORFOUR TITES, THE IEZLLT IS
 
ECONOMICALLY OIA4STROUS. THE PROSFECT OF REPLACING
 
ALL OF THAT BY WAY OF PRIVATE INFUSIONS OF FOREIGN 
EXCHANGE, IN THE SAME TIME PERIOD, SEErS RETIOTEAT 
BEST. IIEVERTHELE-S, IN THE ABSENCE OF ADOITIOIIAL 
RESOURCES, THERE MAY BE HO OTHER RECOURSE IF THE 
EXCHANGE RATE AIO PRICES ARE TO BE HELDIN THE 
NEIGHBORHOO OF THEIR PRESENT LEVELS. AND TO THE
 
EXTENT EXTRA REOURCES ARE GENERATED, PROSPECTS
 
IMPROVE.
 

C. USAID 	STRATEGY FOR 1985 - 1986
 

34. THE MISSION-S STRATEGY IS TO SUPPORT SEAGA IN HIS 
EFFORTS TO MAKE THEBESTOUT OF SEVERALVERY DIFFICULT 
ALTERNATIVES. WIIH RESPECT TO I[ UOL, 1IMILLION IN 
AVAILABLE [SF, OIR TRAIGY IS to rI IHIS IN PLACE 
AFTER 	THE 6OVRIIMENT HAS APPROVLD THE TAI REFORM FOR
 
SUIBMISSION TO FARL1IMEIII, BUI IllTiMf TO ASSIST Tile
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GOJ TO MEET THE PERFORMANCE REQUIREMENTS TO PERMIT
 

A P P R O V A L O F THE T E C H N IC A L VAI V E R B Y T H E IMP B O A R D; TH E
 
OCTOBER, 1985 DRAWING OF DOLS 13 MILLION MAY BE MADE;
 
AND THE COMMERCIAL BANK GROUP MEETING OF JANUARY IS,
 

l86 SATISFIED THAT JAMAICA It CONTINIUIlG ON A PATH OF
 
DISCIPLINED FISCAL AND MONETARY MANAGEMENT. THE US
 
DOLS 30.0 MILLION, FY 1986 PL-4SO TITLE I PROGRAM WILL
 
REINFORCE OUR ESF SUPPORT. MOREOVER, WE ARE
 
ENERGETICALLY ACCELERATING OUR DEVELOPMENT ASSISTAtNCE
 
PORTFOLIO TO NOT ONILYGET THE MACRO EFFECT OF MORE
 
RAPID IMPLEMENTATIOtlI, BUT VE ARE SHIFT!IIG ITS FOCUS TO
 

SUPPORT MORE DIRECTLY, IMVESIMENT, PRODUCTIOII,
r
CONTINUATION O ESSEIITIAL SOCIAL SERVICES, AND
 

IMPLEMENTATION OF THE TAX 0tI0DIVESTMEIT EFFORT%.
 
OTHER MAJOR DOIIORS RE DOING LIHEWISE. "OR EXAMPLE,
 

WORLD BAIK TEAM WILL SPEDO OECEMBER, 1945, LOOKING FOR
 
WAYS TO ACCELERATE I8RD PROJECTS. THE "FRESH LOOh"
 

TEAM WILL MOST CERTAINLY TE M.hI!IG PROPC:;LS FOR
 
FURTHER SHIFTS I;E P4SIS ^ '4EL AS ACCiTICNAL
 
RESOURCES. SUPPLEMENTAL E:F BEYODOTHEREMAIIINC
 
DOLS 19 MILL IONI AS WELL AS IICIEASED PL-430 TITLE I
 
TO REPLJCE THE US DOLS60 PLUS lILLIOII III CCC-GSM 102
 
CREDITS ARE BOUND TO EMERGE FROM THEIR REPORT.
 

35. TAX PEFORM, III'TERMS OF IT BOLDNESS CF COTICEPTION 
AND POTENTIAL FOR MAJOR STRUCTURAL REFORM, IS A 
NECESSARY AND SUFFICIEN1T STEP FORWARD TO JUSTIFY THE 
DISBURSEMENT OF THIS DOLS 51 MILLIZ! TRAICHE. THE
 
TIMING OF THIS DISBURSEMENT SO THAT THE IMF WAIVER IS
 
SECURED AND THE COMMERCIAL BAIIKSARE SATISFIED IS 
ABSOLUTELY ESSENTIAL. THERE PROBABLf WILL NOT BE 
ANOTHER CHANCE TO isEEPTHE JAMAICAN ECONOMY FROM 
SLIDING INTO THE -(UV.;JA MO "SS.IF THE JANUARi 15, 
1986 WINDOW OF OPrORTUNIITY IS N0 SEIED, THE 
COMMERCIAL BAIKS DEBT SERVICINIG SEAL COMES APART, THE 
C C-GSM 102 FOODSUPPLY LINE Wl.L BE INTERRUPTED, THE 
PARIS CLUB WILL NIOTMEET, THE FAA SECTION 620(01 ANO
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BROOKE-ALEXANDER PROVISIONS WILL 
COME INTO EFFECT, AND 

SIMILAR IBRD AND lOB PROVISIOIS WILL DRY UP THOSE
 
SOURCES AS WELL. 


I1. 	CONCLUSION 


36. AN ECONOMIST RECEITLY SUMMARIZED JAMAICA'S 

STRUCTURALBALANCEOF PA(MENTS PROBLEMAS ONEOF A 
"DOMESTIC IMBALANICE CREATED AND) SUSTAINED BY 

OVERBLUATED GOVERNIIENT EXPENDITURES FINANCED BY 

CENTRAL BANK CREDIT CREATION TO ACCOMMODATE THE 

PRCFLICICY OF GOVERIIMENIT'S SPENDING, MORE OFTEN THAN 

NOT, INSPIRED BY INCOME REDISTRIBUTION CONSIDERATIONS 


WITH SCANTREGARDFOR INCOMEGENERATING PROCESSES,
 
INSTITUTIOT'S ANDNORMS.'
 

37. THIS STATEM.ENT wAS MADE NOT BY A REPRESENTATIVE CF
 
THE IMF, WORLD Og!:'OR USAID, BUT, RATHER, THE NEWLY
 
APPOINTED DIRECTOR OF THE PLANNING INSTITUTE OF
 
JAMAICA. 
 TIlE APPENDIX OUTLIES THE HIGHLY PROMISING
 
EFFORTS OF THE SE GA ADMINISTRATION TO IMPLEMENT
 
FISCAL REFCRMS TO ;ECUCE PUBLIC EXPEIIDITURES FROM
 
THEIR HIGH AND IJUSTAI4NABLE LEVEL; AT PRESENT. THIS
 
SECTION A[So POINTS TO POSSIBLE ORDERS OF MAGNITUDE
 
FOR A SUPPLY SIDE RESPONSE FROM EXPORTS IN THE MEDIUM
 
RUN AS A RESULT OF A MORE PROPITIOUS POLICY
 

ENV IRONMENT.
 

38. AT THE PRESEIIT, 'OWEVER, JAMAICA STANDS AT A
 
CROSSROADS. TWO EASIC SCENARIOS 
FOR I1S FUTURE ARE
 
CONCEIVABLE. UNDER THC P.3SIMISTIC SCENARIO, THE
 
SHORT 	RUN PROBLEM OF sDJUSTlIG TO CONTRACTING REAL
 
AGGREGATE RESOURCES WILL tOT BE RESOLVED. AS THE
 
POLITICAL AND SOCIAL FABRIC UNRAVELS, TOURISM WILL BE
 
SERIOUSLY AFFECTED, AND THE ETITIREECONOMY WILL
 
FALTER, THEREBY CPEATING A VICIOUS CYCLE OF ECONOMIC
 
CONTRACTION. 
 IN THE END, IMAICA WOULD BE REDUCED TO
 
LEVELS OF iMtIISERAlION ONA OARWITH HAITI. 

39. UNDER THIS SCENARIO. THE RO40 TO HAITI RUNS 
THROUGH GUYANA, I.E., BY BREAKING, A. GUYANA DID, WITH 
TIlEIMF. BREAKING WITH THE IMF HAS THE CASCADING 
EFFECT OF SEVERIN. RELATIONS WITH THE WHOLE HOST OF 
DONORS AND CREDITOR;, SICH A TIlEIBRD, A. 1.0.,THE 
COMMERCIALI;AlhS ,t11OIhIERS. THL END RE;ULT IS TOBE 
CUT OrF FROM INTEIAT(i4IDNAL JID
INANC IAL IIAAIhETS 

LOSING THE otPPORTINITY TO DEAL WITH SHORT RUN ECONOMIC
 
CONTRACTIOCN'BY FIIIAIICItIG RATHERTIHANADJUSTMENT. 
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THE OTHER SCENARIO STANDS IN STARK RELIEF TO THIS
 
ONE. 	 IjII'ER WITH
THE OPTIMISTIC ONE, JAMAICA WILL, 

DONOR ASSISTANCE, WEATHER THE PRESENT SHORT RUN
 

CRISIS, AND REALIZE THE INHERENT POTENTIAL OF IT;

STRUCTURAL ADJU.TMENT PROGRAM. ITS EXPORT LED,
 

PRIVf4E SECTOR DOMINATED STRATEGY WILL COME TO
 
FRUITICA, AND LEVELS OF MATERIAL PROSPERITY DESiED BY
 
MOSTJAMAICANS WILL BE SLOWLY BUT STEADILY
 
APPROACHED. THIS WILL THE
HAVE EFFECT CF REINFORCING
 
POLITICAL AND SOCIAL STABILITY ,HICH INI TURNWILL
 
FACILITATE FURTHER ECCNOMIC DEVELOPMENT. BUT THIS IS
 
NOT A QUICK 'OLUTIONI YICER ANYS .,SJMSTAIICES. IT
 
REOUIRES COITt:U;:N AOJUcTlIE!IT REFORM BY THE GJ,
AND 


CONTINUED SUPPORT BYDONORS,TIME, ANDSOMEFAVORASLE 
BREAKS.
 

41. FOR THE REASONS OUTLINED IllTHIS PAAD, THE U.S.
 
TEAMBELIEVES 

CANSTILL OPTFOR THELATTER SZENARIO 4!;DTHAT 
JAMAICA'S PERFORANCE 4ND IMPORTAICE MERITS IMMEDIATE 

COUNTRY THAT .'4TH DUTAS:ISTPJCE J-MAICA 

AND CONTINUED SUBSTANTIVE SUPPORT TO HELP IT OVERCOME
 
ITS SHORT RUN CRISIS.
 

APPENDIX I. FURTHER MACROECONOMIC OBSERVATIONS
 

A. THE BALANCE OF PAYMENTS
 

42. AS NOTED EARLIER, THE NET LOSS TO THE JAMAICAN
 
ECONOMY OF THEBAUXITE ANDFROMTHE COIITRACTIO14 
ALUMINA SECTOR IS LIKELY TO BE U.-. DOLS 
TO - 1l1
 
MILLION II119,5. THIS CONTRACTION HAS TO BE 
CONSIDERED PERM;4iE/h ITIT1T TE ;jOWCL^.ED, HIGH 
ENERGY COST LLMINA PLANT .4AS EFFECTIVELY BEEN 
REPLACED BY NEW, EFFICIENT PLANTS IN OTHER COUNTRIES
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- IMPORT OF GOODS 1009 1552 

AIDAC, JOINT STATE/AID MESSAGE 	 - IMPORT OF FACTOR SERVICES (NET) 309 344 
- IMPORT OF lON-FACTOR SERVICES 321 4.8 

STATE FOR AID/LAC 	 - DEBT REPAYMEITS 400 450 

E.O. 12356: N/A TOTAL NEEDS 2039 3814
 
TAGS: EFIN, EA10, ECON,JIM
 
SUBJECT: PROjRAM A;SISTANCE APPROVAL IPAAD) REVENUE SOURCES
O'CUMENT 	 MAII 

FOR FY 86 (SF GRANT TO JAMAICA
 
- EXPORTS 
 61' 1125
 

WITH CO-LOCATEO, LOW COST ENERGY SOURCES. INDEED, - BAUXITE, ALUMINA (322) (4071
 
FURTHER CLOSURES OF JAMAICTI ALJMIIIA PLANTS MAY OCCUR - SUGAR (58) 1741
 
IN THE FUTURE FOR THIS SAMEREA1ON1. - BANANAS 61 114)
 

- OTHER AGRICULTURAL (24) (45)
 
43. THE BOJ AND IMF HAVE RECENTLY PREPARED VARYING - OTHER NON-TRAOITIONAL (170) '521)
 

SCENARIOS Ol THE IMPACT OF THIS LOSS FORJAMAICA'S - OTHER EXPORTS (32) (119)
 
'BALANCE 	OF PAYMENTS IIIJFY 1935-1986. BOTH 
PROJECTIONS ASSUME THAT GOP 'JILLJECLINIE BY 3 - TOURISM 472 700 
PERCENT. THE 6OJ MOOEL, ASSUMING USAID ESF INFLOWS OF - OTHER NON-FACTOR SERVICES 145 239 

U.S. DOLS65 MILLIOII, PROJECTS :10 V141:111*CED FOREIGII - REMITTANCES 135 175
 
EXCHANGE THE Imr ".ODEL,O:NTHEOTHERHND, - CAPITAL (MAINLY FOREIGN
GAP. PUBLIC 
ASSUMING USAID (SF INFLOWS OF U.S. DOLS50 MILLION, ASSISTANCE) 700 550 
PROJECTS AN UNFhANCEDFOREIGNEXHUGE GAP OF U.S. - PRIVATE INVESTMENT 50 IOo 

DOLS 134 IIILLIOlI.(THE BASIC DIFFERFI:CE BETWEEN THE - CHANGE IN RESERVES -75 -75 
TWO PROJECTION: IS TO 9E FOU'JDIIITE DO! S MORE 
OPTIMISTIC ASSUMPTION' ABOUT PRIVTE CAPITL IIFLOWS.) 

44. BASED ON THE EXTREME POIIITS OF THESE TWO 
ESTIMATES, THEN JAMAICA'S NEED FOR ESF WOULD RANGE 

FROM U:S. DOLS65 MILLION TOU.S. DOLSIS4 MILLION. 
THESE LEVELS WOULD BE HIGHER, OF COURSE, FOR A 

TARGETED DECLINE IN GOP OF LESS THAN 3 PERCENT. 

45. NO PLAUSIBLE EXTRAPOLATION OF JAMAICA'S BALANCE OF 
PAYMENTS EXPERIENCE OVERTHE PAST FOUR YEARS WOULD 

Cr
SUGGEST AN INFUSIO! FOREIGN EXCHANGE OF SUFFICIENT
 

MAGNITUDE TO COMPENSATE FOR THE LOSS OF FOREIGN
 

EARNIING; HAS EL.I 
BAUXITEiALUMIIA COTR:CTIO:I. './HILE THE:RE13 NO 
EXCHANGE THAT OCCASIOIED BY THE 

PAIIACEA FOR JAMAICA"'S 8ALzNCE OF PAYME!ITS DIFFICULTIES 

IN THE MEDIUM THE CUMULATIVERUN, IMPACT OF THE 

VARIOUS STRUCTURAL ADJU3TM..ITS SHOULD BEGIN TO MA E 

ITSELF FELT NOW AO 1990 OFBETWEEN 11 THE FORM 
INCREASED INVESTMENT ANO EXPORTS OF AGRICULTURAL
 
PRODUCTS AND MANUFACTURES, PLUS INCREASED TOURISM
 

EARNIN1GS. 

46. JAMAICA'S IMPORT BILL INi1985 AND A PLAUSIBLE
 
PROJECTION BY THE WORLD BANIKFOR 1990, IN CCONSTNT
 

U.S. DOLLARS, AND THESOURCESOF FOREIGN E CHANGE 
REVENUE TO MEET THE IMPORT BILL ARE (IIVENIIN TABLE 
Ill. THE 1990 FIGI'RES ASSilI" A POSITIVE GOP GROWTH 
RATEOF . PERJ1tNIlI ONWARD. WHILEPERCENT FROMt3S7 

THE BANK'S ASSUMPTION T11a1INK LEVEL OF IMPORTS WILL 

GROWATl PFRCE'IT A 'YEAREIS HIGH, IMPORTS IRE NOW 
VERYCOMrRESSED, ao l EXPN;ION OF IMPORTS WILL BE 
NEEDEDIF GOP IS 0 SHOW ANI1REAL GROWTH. THE 
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AIDAC, JOINT STATE/AID MESSAGE 


STATE FORAID/LAC 

E.O. 12356: N/A 

TAGS: EFIII,EAIO, CONl, JM 

SUBJECT: 	PROGRAM ASS;STAIICE APPROVAL DOCUMENT IPAAO) 


FOR FY 66 EST GRANT TO JAMAICA 


(INCREASE MINUS) 


TOTAL REVENUE 	 2039 2814 


SOURCE: 	 DERIVED BY USAIO/J FROM INITERNIATIOIIAL
BAIK 

FOR RECOISTRUCTION -AND DEVELOPMEIT: JAMAICA: 
ECONOMIC 

SITUATION A ID PUBLIC IIVESTIEIT, VOL.I, P.42. 
47. THE FIGURES HIGHLIGHT THE NEED FOR A VERY STRONlG 


PERFORMANCEGROWTH III EXPORTSANDOTHERFOREIGN 
EXCHAIGE 	EARNINGS. EXPORTS WILL HAVE TO GROW BY 

13 PERCENT PERVEAR, AXOOVERALL FOREI4 EXCXAN6E 
EARNINIGSBY 6.7 PERCENIT PER YEAR. THIS Ill TURN 

REQUIRES THAT ThEREFORMSIN THEPOLICY AREASWHICH 

AFFECT THEEXPORT;ECTCR III GENERALANDTHEOliERENT
 
SUBSECTORS BE COISOLIDATED ANDIN SOME
IN PARTICUL.R 
INSTANICES EXTENDED. THE PRCJEST0I1IS ALSO ASSUIMETHAT
 
THE SUB3ECTORS WILL EXFERIENCE NO IAJOR EX GE;OUS
 
SHOCKS. CLEARLY, THE 0ECI-IOI TO ALLOW MARhET FORCES
 
TO DETERMINE THE PRICE 
OF FOREIGN EXCHANGE PROVIDED A
 
SUBSTAITIAL BOOST TO EXPORTERS. 
 A BRIEF 	SURVEY OF THE
 
MAJORSUBSECTORSEARIIING FOREIGN EXCHANGEDEMONSTRATES 
THAT THIS POLICY REFCRM WAS A NECESSARY IF NOT
 
SUFFICIENT CONDITION FOR EXPANDING FOREIGN EXCHANGE
 

EARNINGS,
 

48.TOURISM - THE GROWTh IN RECEIPTS SINCE 1980 HAS
 
BEEN THE RESULT OF A VIGOROUS PROMOTION CAMPAIGN AIID
 
ANlOVERALL BETTER INTERNATIOIAL PERCEPTION OF
 
JAMAICA. AT PRESENIT THERE IS A iEED TO SEARCH FOR NIEW
 
IIVESTORS. THE ESTIMATES FOR 1990 INDICATE THAT
 
TOURISM WILL IN ALL LIKELIHOOD REMAII THE PREEMINIENT
 
EARNER Of FOREIGI EXCHAIGE. THIS UNDERSCORES THE
 
NECESSITY OF HOT EXPOSING THIS FRAGILE SECTOR 
TO THE
 
POLITICAL AND SOCIAL TURMOIL 
THAT MIGHT ACCOMPANY ANY
 
DRASIIC SHORT RUN ADJUSTMENT IEASURES.
 

49. NON-TRAOITIOrNAL EXPORTS- THE PROJECTIONS ASSUME 
THATNON-TRADITIONAL E)PORTS WILL RISE BY 25 PERCENT 
PER ANNUM WHILE THIS SEEMS HIGH, A 20 PERCENT GROWTH
 
RATE WAS ACHIEVED Ill1934, MAII'LY ON THE STRENGTH OF
 
807 GARMENIT OPERATIONS. USAID INTEIIDS TO DEVOTE
 
SIGNIFICANIT 
RESOURCES TO ENPAND NON-TRAOITIONAL
 

EXPORTS OVERTHECOMING YEARTHROUGH4 PeCNAGE OF 
TC&TG ACTIVITIES. THEPOTENTIAL FORU'.AIO 
INTERV NTION Ill THIS AREAWASIHE 311BJICT OFA RECENT 
ASSESSMENT.MElBERS Of THEASZUSS1IENIITEAMCONCLUDED 
THAT A SERIES OF INTERRELATED iEEDS UEFEREOUIRED T0 
PROMOTE NON-IRADITIONAL E\PORT , INCLUDING TIARHETING 
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INFORMATION, TECHNICAL ASSISTANCE, TRAINING, AND
 
FINANCE. NOT SURPRISINGLY, THE TEAM FOUND THAT THE
 
EXCHANGE RATE REFORM WAS A NECESSARY IF NOT SUFFICIENT
 
CONDITION FOR EXPANDING NON-TRADITIONAL EXPORTS. 7HE
 

TEAM CONCLUDED THAT, IN ADDITION ro GARMENTS AND
 
APPAREL, OTHER PROMISING SUBSECTORS INCLUDED
 
ELECTRONICS, HANDICRAFTS, FURNITURE, FRESH FRUITS AND
 
VEGETABLES, FLOWERS, PROCESSED FOOD, DRINK AND
 
TOBACCO, 	DATA ENTRY, AND PACKAGIIG. 

50. BAUXITE AND ALUMINA 
- THE WORLD BANK FIGURES
 
ASSUME SOME RECOVERY IN THIS SUBSECTOR BY 1990, WHILE
 
EMBASSY/USAID 6ELIEVES THAT THE RECENT COITRACTIONS
 
WILL BE MORE OR LESS PERMIANENIT. THE SECTOR TO
COR 


DEMONSTRATE A STRONGRECOVERY,SOMECOM1BINATIO71 OF 7HE
 
FOLLOWIIG EVEIITS WOULDHAVETO CCCUR:tA) A STROIIG
 
RECOVERY 	 OF WORLDDEUtATOFORBAUXITE ANDALUMINA; 
(B) SUSPEIISIONI BY GOj CF THEPRODUCT;ON LEVY 1:1THE
 

SHORT RUNIAND PETRUCTURING 1:1 THELONlGRUNTO PA'E IT
 
MORE OR LES: EQUIVALEIIT IN ITS TAH BITE WITH OTHER
 
PRODUCERS; (C)INVESTMENIT tO INC9EAZE THE ENERGY
 

EFFICIENCY OF JAMAICA'S ALUMItI ESPECIALLY THE
A PLANIITS, 

ALPART FACILITY, WHICH WAS RECEIITLY CLOSED. THE
 

REOPENING OF ALPART, UNDERANllYFORESEEABLE COIIDITIOJS, 
IS MOST UNLIKELY. * 

5O. OTHER AGRICULTURAL EXPORTS - THE EXTERNIAL 
MARKETING ORGAIlZATIOIS FORCOFFEE,COCOA,CITRUS AND 
PIMENITO HAVE4UBSIDIZED INEFFICIEIT 11OI-MARKETING 
ACTIVITIES THROUGH LOW PRODUCER PRICES MADE 
POSSIBLE
 
BY THE MONOPSONY POSITIOI. RECEIITPEFORM PROGRAMS
 
INCCUDE REVISIIIG PRODUCER PRICES UPQARIS AND DIVESTING
 
NON-MARKETING ACTIVITIES TO THE PRIVATE SECTOR.
 
DEREGULATION) OF MARKETING SHOUL CCtITIMlUEFORTHIS 
SUBSECTOR TO INICREASE FOREIGNI EARNINGS.ITS EXCHANGE 
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E.O. 12356: N/A 
TAGS: EFIII, EAID, ECOII, JM 
SUBJECT: PROGRAM APPROVAL (PAAO)ASSISTANCE DOCUMENT 


FOR FY 35 EF GRANTTO JAMAICA 


52. BANANAS - THE INDUSTRY IS IN THE PROCESS OF 

RADICAL RESTRUCTURING. THE OLD. INEFFICIENT, JAMAICAN 

OWNED BANANA COMPZNY HAS BEEN ABOLISHED. OWlIG TO 

DEVALUATION, PRODUCER PRICES HAVE REACHED RECORD 


HIGHS. HOWEVER, GOVERNMENT'S ROLE IN IHIS SECTOR IS 


STILL TOO LARGE. 


53. SUGAR - LARGE PUBLIC SUBSIDIES HAVEBEEN NECESSARY 

TO KEEP THE IOUSTRY ALIVE. RECENTLY, IN AN EFFORT TO 

REFORM THIS SIBSECTOR, SOME FACTORIES HAVE BEEN 

CLOSED, GOIIESTIC RiCES RAISED, AND EXPERT FOREIGN 

MANAGErEIT HAS EEEI CO:ITRACTED TO RUNITHEINOUSTRY. A 

SUGARREHABILiTATION PROGRAM FORHASBEENDEVELOPED 
THAT PART OF THE INOUSTRY PRODUCING FORASSURED 

MARKETS. 

54. FOREIG INVESTME'IT - AS OEZCRIBED EARLIER, A 

RECENT GOJ - USG STUDY ONIINVESTMENT HA: RECEIVED 

SERIJUS GOJCONSIDERATION. PROJECTED SUCCESS WILL 

REQUIRE SUSTAINLO EFFORT AND CLOSE COORDINATION BY
 

MANY GOJ AGENCIES.
 

B. PUBLIC FINANCES
 

OVERALL OF PUBLIC55. ALTHOUGH LEVELS SECTOR 

EXPENDITURE REIrAIN HIUH AS A PERCENTAGE OF GOP, THE
 

SEAGA'AOMINISTRATION HAS TAKEN POSITIVE STEPS TO
 

REDUCE THE OVERA.L DEFICIT, AND TO RATIONALIZE THE
 

EXPENIDITURE PROCESS.
CAPITAL AND CLISRE'IT 


56. IN 1981, THE SEAGAGOERIMENITADOPTEDA FOUR PART 

POLICY TO DEAL WITH THE PROBLEM OF PUBIC FINANCES: 

ON THE EXPENDITURE SIDE, 10 BYCONTAIIING CURRENT 

EXPENDITURE, (2)BY INCREASINIG DOMESTIC REVENUE, (3)
 

BY RAISING HIGHER LEVELS OF FOREIGN FINANCING OF THE
 

DEFICIT TO RCLEA'- DOMESTIC RESOURCES FOR THE PRIVATE
 

SECTOR FN AND (AlON THE REVENIUE SIDE, BY REFORMING THE
 

TAX SYSTEM, AS OUTLINED IN AN EARLIER SECTION.
 

57. LITTLE IMeROVEMENT HAD BEEN MADE IN PUBLIC 

EXPENDITURES PRIOR TO 1994/35. HOWEVER, A MAJOR 

EFFORT HAS NOW BEEIIMTADE,AND THE CEtTRAL GOVERNMENT'S 

OVERALL DEFICIT FELL IN 19U4'.5 TO UNCER S PERCENT OF 

GOP, A CUR OVER 3 PERCENT OF GOP IN ONE YEAR. THIS 

WAS ACHIEVED BY HOLDING OntI BOTH CURRENT AND CAPITAL 

EXPENDITURES LHIliE REVENII ROSEBY OVER50 PERCENT IN 

RESPONSE TIEVILU4TION ANDTHECONSEQUENTBOTHTO IPE 

INFLATION AND CERTAIN RfVEtlUE MEASIfRElTHATWERE
 

ACCOUNTED 2STAHEN, 1ALTHOUGHIHE:E OIILT FOR40o0 
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PERCENT OF THE INCREASE). -CURRENT EXPENDITURES FELL
 

BY ABOUT 12 PERCENT IN REAL TERMS, INCLUDING A
 

REDUCTION IN THE CENTRAL GOVERNMENT'S LABOR FORCE BY
 

SOME 4,00 POSTS, OR ABOUT 4 PERCENT OF THE CIVIL
 

SERVICE.
 

58. WITH RESPECT TO CAPITAL AND CURRENT E0PENOITURES. 

hOST OF THE DISCUSSION OF JAMAICA'S SITUATION CENTErS 

ON ITS PUBLIC SECTOR!NVESTMENT PROGRAM%PSIP). THE 

ADOPTION OF A THREEYEARPSIP, TOBE ANIIUALLY FEVIE.EO 

AND UPDATED, WAS AN IMPORTANIT PART OF JAMAICA'S IBR) 

SPONSORED PROGRAM.THEFCCU: ON 
OF 

STRUCTURAL ADJUSTMEINT 
INVESTMENT HAD 

DIFFERENT OBJECTIVES: (1) TO PERMIT All OVERALL VIEW OF 

THE ENTIRE PUBLIC SECTOR, INCLUDING THE CENTRAL 

A MULTI-YEAR PUBLIC PROGRAM 4 NUIBER 

GOVERNMENT THEMAJOR ENTERPRISES, IIIANDALL PUBLIC 

TERMSOF THE IIIVE.TEtIT EFFORT AND ITS FISCAL 4iD 

MONETARY ,10) TO ENABLE THE GOVERNMENT TOGAINIMPACT; 
BETTER KIIOULEDGE CX^NTROL INDAID OF THE I IlESTMENIT 

FINANCIAL PERFORMANCE EIITERPRIZES; (111)OF THE PUBLIC 

TOFORECAST THE IMPLICATIOIS OF EXISTItIG IIIVESTME!IT 

FORTHEFUTUREFISCAL SITUATIONl; AND (IV) TO HELP 

ENSURE THAT THE PUBLIC INVESTMENT PROGRAM SUPPORTED
 

THE GOALS OF THE ECONOMIC STABILIZATION AIIDSTRUCTURAL
 

ADJUSTMENT PROGRAM. A: A PART CF THE PS:P, A
 

MONITCdING SYSTEM WAS DEVELOPED AND A FORMAL
 

DECISION-MAKING PROCESS IS IIIPLACE. PRIMIEAREAS FOR
 

IMPROVEMENT I!ITEGRATIIIG THE PSIP AIIDIIICLUDE PROCESS 

THE BUDGET PRCCESS.CONTINUED IMPROVEMEITS IN 

APPROVAL OF TECHNIQUES AND APPROVAL PROCEDURE WILL
 

ALSO BE NEEDED, AS VELL AS EFFORTS TO MAKE THE
 

MONITORING SYSTEM MORE RELEVANT.
 

INlTHE
59. AN IMPORTANT AREA FOR FURTHER ANALYSIS LIES 
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SUBJECT: PROGRAM ASSISTANCE APPROVAL DOCUMENT 
(PAAD)
 

FOR FY 86 ESF 
GRANT 	TO JAMAICA
 

RELATIONSHIP AND 
RELATIVE IMPORTANCE OF CAPITAL VERSUS
 
CURRENT EXPENDITURES. TWO POINTS NEED TO BE
 
STRESSED. FIRST, WHILE EVERYONE AGREES IN PRINCIPLE
 
WITH THE NEED TO IDENTIFY THE IMPACT OF THE INVESTMENT
 
PROGRAM ON CURRENT EXPENDITURES, NO EXPLICIT AGGREGATE
 
ANALYSIS OF THIS HAS BEEN INCLUDED IN ANY PSIP SO FAR,

ALTHOUGH SOME DISCUSSION TAKES PLACE AT THE
 
PRE-SELECTION STAGE. PARTICULARLY 
DURING A PERIOD
 
WHEN FISCAL CONSTRAINTS ARE SEVERE, IT IS CRITICAL TO
 
IDENTIFY ADDITIONAL REQUIREMENTS AS A PART OF THE
 
ANALY6b. IDEALLY, iHE OVERNMaENT ShOVLD LCOK A-

PUBLIC EXPENDITURES IN THEIR ENTIRETY. 
AND PREPARE A
 
THREE YEAR PROJECTION OF BOTH CURRENT AND 
CAPITAL-

PROGRAMS WITH A COMPREHENSIVE FINANCING PLAN. 
 WITH
 
THE INSTITUTION OF A PERFORMANCE BUDGETING 
SYSTEM AND
 
THE INTEGRATION OF AN ACCOUNTING SYSTEM IN SUPPORT.
 
JAMAICAN INSTITUTIONS 
WILL BE A STEP CLOSER TO TAT
 
GOAL. SECOND, THERE HAS BEEN A SERIOUS LACK 
OF
 

OUTINE MAINTENANCE ALLOCATIONS 
IN THE RECURRENT
 
BUDGET FOR ROADS, SCHOOLS, AND GOVERNMENT BUILDINGS.
 
60. RECENTLY, AN ADMINISTRATIVE REFORM PROGRAM HAS
 
BEEN LAUNCHED, AGAIN UNDER IBRD SPONSORSHIP. IT
 
INCLUDES REVISIONS OF CIVIL 
SERVICES SALARIES, THE
 
INTRODUCTION OF PERFORMANCE 
BUDGETING. AND
 
DECENTR\LIZED PERSONNEL 
POLICIES. AT THE SAME TIME,

THE GOJ' S 
FISCAL PROGRAM HAS REDUCED THE NUMBER OF
 
PUBLIC EMPLOYEES. GIVEN THE 
NEED TO REDUCE THE
 
DEFICIT FURTHER. ADDITIONAL PERSONNEL CUTS WILL BE
 
NECESSARY, AND THE ADMINISTRATIVE REFORM PROGRAM
 
SHOULD HELP 
TO MAKE THIS A MORE RATIONAL PROCESS.
 
(DRFTD: OPEP: SS.'MMC, APRVD: OPEP: SSKOGSTAD)
 
SOTIRHOS
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1986 
5C(1) -
 COUNTRY CHECKLIST 


Listed below are 
statutory criteria

applicable generally to 
FAA 	funds, and
criteria applicable 
to individual fund
sources: 
 Development Assistance and
Economic Support Fund.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIG:BILITY 

1. 	FAA Sec. 481(h)(l); FY 1985 

Continuing Resolution Sec.

528. Has 
it been determined
 
or certified to 
the 	Congress

by the President that the
 
government of 
the 	recipient

country has failed to 
take
 
adequate measures or 
steps to
 
prevent narcotic and
 
psychotropic drugs or 
other

controlled substances 
(as

listed in the schedules in

section 202 of the
 
Comprehensive Drug Abuse and
 
Prevention Control Act of

.1971) which 
are cultivated,
 
produced or processed
 
illicitly, in whole or 
in
 
part, in such country or
 
transported through such
 
country, from being sold
 
illegally within the

jurisdiction of such country
 
to United States Government

personnel or 
their dependents
 
or from entering the United
 
States unlawfully?
 

2. 	FAA Sec. 481(h)(4). 
 Has the

President determined that the
 
recipient country has not

taken adequate steps to
 
prevent (a) the processing, in
whole or 
in part, in such
 
country of narcotic and

psychotropic drugs 
or other
 
controlled substances, (b) the

transportation through such
 
country of narcotic and

psychotropic drugs 
or other

controlled substances, and 
(c)

the 	use 
of such country as a

refuge for illegal drug
 
traffickers?
 

JAMAICA FY 


No
 

No
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3. FAA Sec. 620(c). If 
assistance is to a government, No 
is the government liable as 
debtor or unconditional 
guarantor on any debt to a 
U.S. citizen for goods or 
services furnished or ordered 
where (a) such citizen has 
exhausted available legal 
remedies and (b) the debt is 
not denied or contested by 
such government? 

4. FAA Sec. 620(e)(1). If 
assistance is to a government, No 

has it (including government 
agencies or subdivisions) 
taken any action which has the 
effect of nationalizing, 
expropriating, or otherwise 
seizing ownership or control 
of property of U.S. citizens 
or entities beneficially owned 
by them without taking steps 
to discharge its obligations 
toward such citizens or 
entities? 

5. FAA Sec-. 620(a), 620(f), 
620(D); FY 1985 Continuina 
Resolution Sec. 512 and 513. 
Is recipient country a 
Communist country? If so, has No 
the President determined that 
assistance to the country is 
important to the national 
interests of the United 
States? Will assistance be N.A. 
provided to Angola, Cambodia, 
Cuba, Laos, Syria, Vietnam, 
Libya, or South Yemen? Will No 
assistance be provided to 
Afghanistan or Mozambique 
without a waiver? No 

6. FAA Sec. 620(j). Has the 
country permitted, or failed No 
to take adecuate measures to 
prevent, the damace or 
destruczion by moh action of 
U.S. property? 
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7. 
FAA Sec. 620(1). 
 Has the
COUntry failed to enter into
 an agreement with OP:C?
 
FAA Sec.
8. 6 20(o): Fisher~i~
 
Prorecie Act of 1967,
amen e, as
Sec. 5. 
 (a) Has the
country seized, or 
imposed any
penalty or 
sanction against,
any U.S. 
fishing activities in
international waters?
 
(b) 
 If so, 
has any deduction

required by the Fisherments

Protective Act been made?
 

9. FAA Sec. 6 20(q); FY 
1985
 
Continu-ing Resolutior,Sec.
8... H 1"e governmentof the recipient country been
in default for 
more than six

months on interest 
or
principal of any AID loan to
the country? 
 (b) Has the
country been in default for
more 
than one year on 
interest
or principal 
on any U.s. loanunder a program for which the
appropriation bill 
(or
continuing resolution)

approoriates funds?
 

10. FAA SEC. 6 20(s). if
contemplated assistance is
development loan or 
from
Economic SuDDort Fund, has the
Administrator taken into
account 
the amount of foreign
exchange or 
other 
resources
which the country has spent 
on
military equipment?

(Reference 
may be made to 
the
annual 

Consideration"

"Taking into
 
memo: 
 Yes,
taken into account by the
Administrator 
at time of
approval of Agency OYB." 
 This
approval by the Administrator
 

of the Operational Year Budget
can be 
the basis for
affirmative an
 
answer during the
fiscal year unless sicnificant


changes in circumstances
 
.occur.)
 

No
 

No
 

N.A.
 

No
 

No
 

Yes
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11. 	FAA Sec. 620(t). Has the
 
country severed diplomatic 

relations with the United
 
States? 7f so, have they been
 
resumed and have 
new 	bilateral
 
assistance agreements been 

negotiated and entered 
into
 
since such resumption?
 

12. FAA Sec. 620(u) What is the 

payment status of the
 
country's U.N. obligations?
 
If the country is in 
arrears
 
were such arrearages taken
 
into account by the AID 

Administrator in determining

the current AID Operational
 
Year Budget? (Reference may

be made to the Taking into
 
Consideration memo.)
 

13. 	FAA-Sec. 620A; FY 1985
 
Continuing Resolution Sec.
 
521. 
 Has the President
 
determined that the country 

(a) grants sanctuary from
 
prosecution to any individual
 
or group which has committed
 
an act of international
 
terrorism, or 
(b) 	otherwise
 
supports international
 
terrorism? 
Has the government

of the recipient country aided
 
or abetted, by granting
 
sanctuary from prosecution to,
 
any individual or 
group which
 
has committed or 
is being

sought by any other government

for prosecution for any 
war
 
crime or act of 
international
 
terrorism?
 

14. 	ISDCA of 1985 Sec. 552(b).

Has the Secretary of State

determined that 
the country is 

a high terrorist 
threat
 
country after the Secretary of
 
Transportation has determined,
 
pursuan t 
to sec:ion 1!15(e)(2)

of the Federal A/iation Ac of 
1958, that an airport in the
 
country does 
not 	maintain and

administer e~fective security

measures?
 

No 

N.A.
 

Not 	in arrears
 

N.A.
 

No
 

No
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15. 	FAA Sec. 666. Does the
country object, on the basis 

of race, religion, national
origin or 
sex, to the presence

of any officer or employee of
the U.S. who is present in

such country to carry out
economic development programs

under the FAA?
 

16. 	FAA Sec. 669, 670. Has the
 
country, after August 3, 1977,
delivered or received nuclear 

enrichment or 
reprocessing

equipment, materials, or

technology, without specified

arrangements or 
safeguards?

Has 	it transferred a nuclear
 
explosive device to 
a
 
non-nuclear weapon state, 
or
if such a state, either
 
received or detonated a
nuclear explosive device?

(FAA Sec. 620E permits a
special wa.ver of Sec. 669 for
 
Pak:istan.)
 

17. 	FAA Sec. 670. 
 If the country.

is a non-nuclear weapon state,
has it, on or after August 8,

1985, exported illegally (or
attempted to export illegally)

from the United States any
material, equipment, or
 
technology which would

contribute significantly to

the 	ability of such country

to manufacture a nuclear
 
explosive device?
 

No
 

No
 

No
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18. 	 ISDCA of 1981 Sec. 
720. Was
the country represented at
the Meeting 	 GOJ Ministry of Foreignof Ministers of 
 Affairs is
Foreign Affairs and Heads of	 
being queried
 

ZJele*ations Of the
Non-Aligned Countries to the

36th 	General Assembly of the

U.N. of Sept. 25 and 28,

1981, and failed to

disassociate itself from The

communiaue issued? 
 If so,

has 
the President 
taken it

into account? 
 (Reference

may be made to 
the Taking

into Consideration memo.)
 

19. 	 FY 1985 Continuing

Resolution 
 If assistance
 
is from the population 

functional account, does the
 
country (or organization)

include as part of its
 
population planning programs

involuntary abortion?
 

20. 	 FY 1985 Continuing

Resolution Sec. 530. 
 Has
 
the recipient country been
determined by 
the President 
to have engaged in aconsistent pattern of
 
opposition 
to the foreign

policy of 
the United States?
 

FUNDING SOURCE CRITERIA FOR
 
COUNTRY ELIGIILITY
 

1. 	 Develooment Assistance
 
CountryCriteria
 

FAA Sec. 116. Has the
 
Department of 
State
determined that this 

government has engaged

consistent pattern of 

in a
 
gross
 

violations of
 
internationally recognized

human rights? if so, cn it

be demonstra-ed 


that

contemplated assistance will
directly benefit 
the needy?
 

N.A.
 

No
 

N.A.
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2. 	 Economic Support Fund
 
Country Criteria
 

FAA Sec. 502B. 
 Has it been
 
e erlnjned 
chat the country


has engaged in 
a consistent
 
pattern of gross violations
 
of internationally
 
recognized human rights?

if so, 
has the country

made such significant 

improvements in 
its human
 
righits record that

furnishing such assistance
 
is in 
the national interest?
 

No
 

N.A.
 



3(A)2 NONPROJECT ASSISTANCE CHECKLIST 
 - Production & Employment Vi 

PAAD (532-0111)
The criteria listed in Part A are
applicable generally 
to FAA funds, and
 
" u. cirespeccive of the
Procram s funding source. 
 In Part B a
distinction is made between the
criteria applicable to Economic
 

Support Fund assistance and
criteria applicable 	
the
 

to Development

Assistance. Selection of the criteria
will depend 
on the funding source

the 	program. 

for
 

CROSS REFERENCES: 
 IS COUNTRY 
 Yes
 
CHECKLIST UP TO
DATE? IDENTIFY. 
 Jamaica FY 1986

HAS STANDARD ITEM
 
CHECKLIST BEEN
 
REVIEWED? 
 Yes
 

A. 	GENERAL CRITERIA FOR NONPROJECT
 
ASSISTANCE
 

I. 	FY 1985 Continuino Resolution
 
Sec. 525; 
FAA 	Sec. 634A.
 

Describe how authorizing and
aporopriations committees of 
 Congressional Notification
Senate and House have been 
or
will be notified concerning

the project.
 

2. 	FAA Sec. 611(a)(2). 
 If
further legislative action is N.A.

recuired within recipient

cQuntry, what is basis for

reasonable exectation that

such action will be completed

in time to permit orderly

accomplishment of purpose of
 
the assistance?
 

3. 	FAA Sec. 209 
 Is assistance
 
more efficiently and
 
effectively given through 
 No

regional 
or multilateral
 
organizations? 
If
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so, why is assistance not so N.A.given? 
 information andconclusion whether assistance 
wili encourage regional 
development procgrams. 

4. FAA Sec. 601(a) Information 

and conclusions whether 

The program will provide
 
assistance will encourage 

balance of payments support
 
to the Government of Jamaica
efforts of 
the country to: 
 (GoJ) required for its
(a) increase the flow of 
 economic
international trade: recovery program.
(b) The funds will assist
foster private initiative and the GOJ
 
to continue the
competition; stabilization
(c) encourace 


development and program begun earlier, to
use of 
 proceed with
cooperatives, efforts to removecredit unions, restrictions
and savings on the economyand loan which hinderassociations; longer term(d) discourage development, and
monopolistic practices; (e) 
to promote


improve technical efficiency increase production and
of industry, agriculture, and employment. This funding iscritical to Jamaica's economic 
commerce; and (f) strengthen recovery. 
free labor unions.
 

5. FAA Sec. 601(b) Information The assistanceand conclusions on how 
will promote 

the development of Jamaicanassistance will encourage U.S. 
 private
private trade sector activitiesand investment resultingabroad and encourage private 
in trade linkages
 

with the
U.S. participation in foreign 
U.S. private sector
 

assistance programs 
and increased
 

(including 
 exports 
from the 
U.S. to
use of private trade channels 
 Jamaica. 
and the services of 
U.S. 
private enterprise).
 

6. FAA Sec. 612(b), 636(h); FY
1985ContinuingResolution 
 GOJ budgets and provides'-q
19 5Coninuna !UioncounterpartSec. 507. Describe steps funds and Mission
periodically reviews level
taken to assure that, to ofthe contributions with Ministry of
maximum extent possible, the Finance and.operating Ministries
country is contributing 
local
 
currencies to 
meet the cost of
 
contractual and other
 
services, and foreign

currencies owned by the U.S.
 
are utilized in lieu of
 
dollars.
 

/
 



7. FAA Sec. 612(d). Does the 

U.S. own excess foreign
 
currency of the country and,

if so, what arrangements have
 
been made for 
its 	release?
 

8. FAA Sec. 601(e). Will tne 

assistance utilize competitJive

selection procedures for the
 
awarding of contracts, except

where applicable procurement

rules allow otherwise?
 

9. 	FAA 121(d). If assistance is 

being furnished under the
 
Sahel Development Program, has
 
a determination been made that
 
the host government has 
an
 
adequate system for accounting

for and controlling receipt

and expenditure of A.I.D.
 
funds?
 

10. 	FY 1985 Continuing Resolution 

Sec. 536. Is disbursement of
 
the 	assistance conditioned
 
solely on the basis of the
 
policies of any multilateral
 
institution?
 

B. 
FUNDING CRITERIA FOR NONPROJECT
 
ASSTST 'NCE
 

1. 	Nonproject Criteria for
 
Economic Support Fund
 

a. FAA Sec. 531(a). Will 

this assistance promote

economic and political 

stability? 
 To the maximum 

extent feasible, is this
 
assistance consistent with the
 
policy directions, purposes,

and programs of part I of the 

FAA?
 

b. 	FAA Sec. 531(c). Will
 
assistance under 
this chapter 

be used for military, or
 
paramilitary activities?
 

No
 

N.A
 

NA
 

No
 

Yes, the assistance
 
Will assist Jamaica in
 
meeting present critical
 
foreign exchange deficit, 
an
 
permit essential imports.
 

Yes 

No
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c. FAA Sec. 531(d). Will ESF No
 
funds made available for
 
commodity import programs or
 
other procram assistance be
 
used to generate local
 
c.u.rre.is? 
 f so,. will such N.A.
 
local currencies be available
 
to support activities
 
consistent with the objectives

of FAA sections 103 through
 
106?
 

d. ISDCA of 1985 Sec.. 205.
 
Will ES? funds made available N.A.
 
for commodity import programs
 
be used for the purchase of
 
agricultural commodities of
 
United States-origin? 
If so, N.A.
 
what percentage of the funds
 
will be so used?
 

e. ISDCA of 1985 Sec. 801. 
 N.A.
 
If ESF funds will be used to
 
finance imports by an African
 
country (under a commodity

import program or sector
 
program), will the agreement

require that those imports be
 
used to meet long-term

development needs in 
those
 
countries in accordance with
 
the following criteria?
 

(i) spare parts and 
other
 
imports shall be allocated
 
on the basis of
 
evaluations, by A.I.D., 
of
 
the' ability of likely
 
recipients to use such
 
spare parts and imports in
 
a maximally productive,
 
employment generating, and
 
cost effective way;
 

(ii) imports shall be
 
coordinated with
 
investments in accordance
 
with the recipient
 
country's plans for
 
promoting economic
 
develcoment. A..D. 
 shall
 

http:c.u.rre.is
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assess such plans to
 
determine whether they will
 
effectively promote

economic development;
 

(iii) emphasis shall be
 
placed on imports for
 
agricultura. activities
 
which will expand
 
agricultural production,

particularly activities
 
which expand product-ion for
 
export or production to
 
reduce reliance on imported
 
agricultural products;
 

(iv) emphasis shall also
 
be placed on a distribution
 
of imports having a broad
 
development impact in terms
 
of economic sectors and
 
geographic regions;
 

(v) 
in order to maximize
 
the likelihood that the
 
imports financed'by the
 
United States under the ESF
 
chapter are 
in addition to
 
imports which would
 
otherwise occur,

consideration shall be
 
given to historical
 
patterns of foreign

exchange uses;
 

(vi)(A) seventy-five
 
percent of 
the foreign

currencies generated by the
 
sale of such imports by the
 
government of the country
 
shall be deposited in 
a
special 
account established
 
by that government and,

except as provided in
 
subparagraph (B), 
 shall be

available only for use 
in
 
accordance with the
 
agreement for economic
 
development activities
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which are consistent with
 
the policy directions of
 
section 102 of the FAA and
 
which are the tyDes of
 
activities for which
 
assistance may be provided
 
under sections 103 through
 
106 of the FAA;
 

(B) the agreement shall
 
require that the government
 
of the country make '
 
available to the United
 
States Government such
 
portion of the amount
 
deposited in the special
 
account as may be
 
determined by the President
 
to be necessary for
 
requirements of the United
 
States Government.
 

f. ISDCA of 1985 Sec. 207.
 
Will ESF funds be used to No
 
finance the construction of,
 
or the operation or
 
maintenance of, or the
 
supplying of fuel for, a
 
nuclear facility? if so, N.A.
 
has the President certified
 
that such country is a
 
party to the Treaty on the
 
Non-Proliferation of Nuclear
 
Weapons or the Treaty for the
 
Prohibition of Nuclear Weapons

in Latin American (the "Treaty
 
of Tlatelolcom), cooperates
 
fully with the IAEA, and
 
pursues nonproliferation
 
policies consistent with those
 
of the United States?
 

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



2. 	Nonproject Criteria for
Development Assistance
 

FAA 	Sec. N.A.a. 
 102(a); 113. 
 113;
2 81(a). Extent to which 
 -
activi ty Wil (!) effectiveiy
involve the poor in
development, by extending

access 
to economy at 
local
 
level; increasing

labor-intensive production and
the use 
of appropriate

technology, spreading

investment out 
from cities to
small towns and rural areas,
 
participation 
and insuring wide

of the poor in
the benefits of development on
a sustained basis, using the
appropriate U.S. institutions;
(b) 	help develop cooperatives,

especially by technical
 
assistance, to assist rural

and urban poor to 
help
themselves toward better life,

and otherwise encourage

democratic private and local
governm-ental institutions-; 
(c)

support the self-help efforts
of developing countries; 
(d)
promote the participation of
 women in the national
 
economies of developing

countries and the improvement
of women's status; 
and 	(e)
utilize and encourage regional
cooPeration by developing

countries?
 

b. 
FAA 	Sec. 103,103A, 104,
105,106, 107. 
 is assistance
 
being made available:
 
(include only applicable

paragraph which corresponds to
source of funds used. 
 If more
than one 
fund source is used
for 	assistance, include

relevant paragraph for each
fund source.)
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(1) (1031 for agriculture,
 
rural development or
 
nutrition; if so 
(a) extent to

which activity is specifically
 
designed to increase
 
prcductivi~y and income of
 
rural poor; (103A] if for

agricultural research, full
 
account shall be taken of the

needs of small farmers, and

extensive 
use of field testing

to adapt basic research to
 
local conditions shall be
made; (b) extent to which
 
assistance 
is used in
 
coordination with efforts
 
carried out under Sec. 
104 to

help improve nutrition of the

people of developing countries
 
through encouragement of
 
increased production of 
crops

with greater nutritional
 
value, improvement of
 
planning, research, and
 
education with respect 
to

nutrition, particularly with
 
reference to 
improvement and
expanded use of indigenously
 
produced foodstuffs; and the
 
undertaking of pilot 
or
 
demonstration of poor and

vulnerable people; and 
(c)
 
extent 
to which activity

increases national food
 
security by improving food
 
policies and management and by

strengthening national food
 
reserves, with particular
 
concern 
for the needs of the
 
poor, through measures
 
encouraging domestic
 
production, building national
 
food reserves, expanding

available storage facilities,
 
reducing post harvest food

losses, and improving food
 
distribution.
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(2) (1041 for population

planning under 
sec. 104(b) or
 
health under sec. 
104(c); if
 so, extent to which activity

emphasizes low-cost,

integrated delivery systems

for health, nutrition and

family planning for the
 
poorest people, with

particular attention to the
 
needs of mothers and young

children, using paramedical

zid auxiliary medical
 
personnel, clinics and health
 
posts, commercial distribution
 
systems and other modes of
 
community research.
 

(3) (1051 for education,
 
public administration, 
or
human resources development;

if so, (a) extent to which
activity strengthens nonformal
 
education, makes formal
 
education more relevant,

especially for rural families

and urban poor, or strengthens
 
management capability of

institutions enabling the poor

to participate in development;

and (b) extent to which
 
assistance provides advanced
 
education and training of
 
people in developing countries
 
in such disciplines as 
are
 
required for planning and

implementation of public and
private development activities.
 

(4) [1063 for technical
 
assistance, energy, research,

reconstruction, and selected
 
development problems; 
if so,

extent activity is: (i)(a)

concerned with data
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collection and analysis, 
the
 
training of skilled personnel,
 
research on and development of
 
suitable energy sources, and
 
pilot projects to test new
 
methodz of eeCy production;
 
and (b) facilitative of
 
geological and geophysical
 
survey work to locate
 
potent-ial oil, natural gas,
 
and coal reserves and to
 
encourage exploration for
 
potential oil, natural 
gas,
 
and coal reserves.
 

(ii) technical cooperation
 
and development activities,
 
especially with U.S. private

and voluntary, or regional 
and
 
international development,
 
organizations;
 

(iii) research into, and
 
evaluation of, economic
 
development processes and
 
techniques;
 

(iv) reconstruction after
 
natural or 
manmade disaster;
 

(v) for special development
 
problems, and to enable proper
 
utilization of earlier 
U.S.
 
infrastructure, etc.,
 
assistance;
 

(vi) for special development,
 
esper-ially small
 
labor-intensive enterprises,
 
marketing systems, and
 
financial or other
 



institutions 
to help urban
 poor participate in economic
 
and social development.
 

(5) [107] 
 is appropriate

effort placed on 
use of
appropriate technology?
 
(Relatively smaller,

cost-saving, labor using

technologies that 
are
generally most appropriate for
 
the small farms, small.
businesses, and small incomes
 
of the poor.)
 

c. 
 FAA ll8(c) and (d). 
 Does

the assistance comply with the
environmental procedures 
set

forth in AID Regulation 16.
Does the assistance take into

consideration the problem of
the destruction of 
tropical

forests?
 

d. FAA Sec. 281(b) Describe
 
extent to 
which the activity

recognizes the particular

needs, desires, and capacities
of the people of the country;

utilizes the country's

intellectual resources 
to
 
encourage institutional
 
development; 
and supports

civic education and training
in skills required for
effec-tive participation in
governmental and political
 
processes essential to
 
self-government.
 

e. 
FAA Sec. 122(b) Does the
activity give reasonable
 
promise of contributing to the
development of economic
 
resources, or 
to the increase
of produccive capacities and

self-sustaining economic
 
growth?
 


