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ImROwcTI oa 
A s  t h e  1980s cow t o  a c l o s e ,  t h e  Jamaican economy h a s  gone 
through a remarkable turnaround,  ending t h e  decade  wl th  GDP g r o u t 5  
r a t e s  of 4 t o  5 pe rcen t  pe r  annum, A s  a r e s u l t  of t h e  GW's 
s t r u c t u r a l  adjustment  program, a growlng, market-orrented econony 
wi th  c o n s i d e r a b l e  expor t  p o t e n t i a l  has been e s t a b l i s h e d .  Po l i cy  
reforms i n  t h e  a r e a s  of taxation, exchange r a t e s  and p r i v a t e  
s e c t o r  encouragement f u e l e d  t h e  economy's recovery .  The w e r a l  1 
f i s c a l  d e f i c i t  a s  a s h a r e  of GDP dec l ined  t o  5.4 pe rcen t  i n  1907. 
P r i v a t e  investment a s  percentage  of GDP i n c r e a s e d  t o  an  e s t l m t e d  
16  p e r c e n t ,  up from 7 p e r c e n t  i n  1980. Ron- t r ad i t i ona l  expor t s  
expanded, and r i s r n g  tour i sm r e c e l p t s  and a f i r m i n g  
a l u n i n a / b a u x i t e  s e c t o r  c o n t r i b u t e C  t o  t h e  economy's POSitiVe 
performance. 

However, d e s p i t e  t h e s e  a c h i  evements , t h e  out look f o r  suctta ined 
l e v e l s  of growth i a  indeer? f r a g i l e .  Jamaica ' s  f o r e i g n  debt burden 
temalns i n o r d i n a t e l y  l a r g e  --- over  $4 billion f o r  a count ry  of 
j u s t  under 2.5 m i l l i o n  i n  t o t a l  popula t ion .  To c o n s e r w  s c a r c e  
f o r e i g n  exchange needed . to  pay f o r  p roduc t ive  imports, Jamaica has  
reschedulee  i t s  deb t  anC n e g o t i a t e d  a d d ~ t i o n s ?  assistance from th- 
I n t e r n a t i o n a l  ~ o n e t a r y  Fund and t % e  World Bank. T3e widespread 
d e v a s t a t i o n  caitrer? by Hurr icane  Gilbert i n  l a t e  1908 ElsrupteC 
power, Water, ant? COmUniC~tiO?! s e r v i c e s ,  a d  an  e c o n o y  Wh~cb is 
heavi ly  dependent upor. a s t eady  s t r e a p  of t o u r r s t  a r r i v a ! ~ .  
P r ~ r p t  an2 oenerous suppor: by t 5 e  doror c o c n t r y  a d  o u l t i n a t i o a i l  
l e n d e r s ,  and J a n a , c s ' s  s t r o n g  r e s o l v e  t o  rebili:d anC r g r o u ,  
appears  t o  be meetin9 t h i s  cha l l enqe  t o  s u s t a i n e E  econoaic  
expansion. 

A s  J a r ~ i c s  e n t e r s  t he  1990e, A.I.D.'s u t r a t e g y  is t o  a s s i s t  th 
GOJ i n  s o l i d ~ f y i n o  t h e  g a i n s  made from economic s t r u c t u r a l  
adjustment  an@ i n  ensu r ing  t h a t  t h e  d e r i v e d  benefits are upread 
through t h e  populace  a s  a whole and n o t  l i m i t e d  t o  t h e  eeoaomsc 
e s t a b l i s h e n t ,  J ama ica ' s  p rox imi ty  t o  t h e  Uni ted  s t a t e s ,  ~ t s  role 
i n  ma in ta in ing  r eg iona l  s t a b i l ~ t y ,  and its s t r o n g  economic and 
c u l t u r a l  l i n k s  t o  t h e  0. S. ensure  t h a t  t b e  coun t ry  p l a y s  an 
impor tan t  r o l e  i n  t h e  achievement of 0.  S. o b j e c t i m s  i n  t h e  
Caribbean bas in .  I n  nupport  of broad-based, s u s t a i n a b l e  e c o n w i c  
p r o s p e r i t y ,  A . I . D . ' s  program i n  Jamaica f o c u s e s  on econoalic 
s t a b i l i t a t  i on ,  s t r u c t u r a l  reforms necessary  f o r  long-term grouth ,  
spreading  t h e  b e n e f i t s  of growth, and s t r e n g t h e n i n g  democratrc 
Institutions. 



PROGRESS AND PROPOSED PROGRAFS 

A .  Economic Stabilization 

The GOJ s t r a t e g y  f o r  f ~ n a n c i a l  stabilization ~s t o  reduce the  
f i s c a l  d e f i c i t  and s e p a r a t e  monetary and f i s c a l  pol icy .  The 
o v e r a l l  f i s c a l  d e f i c i t  a s  a  percentage  of GDP bas d e c l i n e d  t o  an  
estimated 5.4 p e r c e n t  i n  1988, i n  c o n t r a s t  t o  d e f i c i t s  of  13.2 an? 
5.6 percent  i n  1986 and 1987, reppcct ive ly .  Racent qrovtb i n  
m n e t a r y  aggregates  has  been h igher  than  d e s i r e d ,  bu t  i . p l i e d  r e a l  
r a t e s  of i n t e r e s t  a r e  e t rongly  p o s i t i v e .  I n f l a t i o n  uas running a t  
7  percent  du r ing  t h e  f i r s t  h a l f  of 1988, before t h e  hurr icane.  
Although r i s i n g  food p r i c e s  i n  t h e  a f t e r - th  of t h e  b u r r i m m  have 
adver se ly  a f f e c t e d  t h e  heav i ly  food weighted consumer p r i c e  lndex, 
t h e  o v e r a l l  i n f l a t i o n  r a t e  1s expected to  remain i n  t h e  s i n g l e  
d i g i t  range i n t o  1990. Through mid-1988, t h e  GCJ had m e t  its 
monetary and f i s c a l  t a r g e t s  c a l l e d  f o r  i n  IWF standby agrceaents .  
and a  new agreement was s igned  i n  September 1988. Tax reforms 
have r e s ~ l l t e d  i n  i n c r e a s e d  revenues. I n  a d d i t i o n ,  t h e  GOJ h a t  
pursued a  vigorous p r i v a t i z a t i o n  program, most r e c e n t l y  d i v e s t i n g  
major i ty  c o n t r o l  of T e l e c o m u n i c a t i o n s  of Jamaica and s e v e r a l  
sma l l e r  government-cont rol l ed  e n t e r p r i s e s .  

Through Economic Support  Funds and 480 r l t l e  I ,  A.Z.D. 1s 
suppor t ing  t b e  GW's economlc s tab4: izatson e f f o r t s  by provid.nq 
balance of paysen t s  a s s i s t a n c e  t o  ensure  t h e  impor ta t ion  of 
necessary raw m a t e r ~ a l s ,  c a p i t a l  gooCs, and e s s e n t i a l  foods tu f f s .  
Po l i cy  d ia logue  a s l 0 C l a t e d  with t h i s  suppor t  has  strenqtbenCE GOJ 
r e so lve  t o  i n s t i t u t e  a  t i m e t a b l e  f o r  i n t r o d u c t i o n  of t h e  General 
Consulption Tax, broaden c a p i t a l  r a r k e t  ~ n s t r u m e n t s ,  eoqlete 
major p r l v a t i z a t i o n s ,  and complete two major Cebt-equity swap 
t r ansac t sons .  Local  currency r e s u l r i n g  from A.I.D. 's balance of 
payments a s s ~ s t a n c e  f i n a n c e s  GOJ development a c t i v ~ t i e s  a d  
proviOes a d d i t i o n a l  r e sources  f o r  p r i v a t e  s e c t o r  in t e rmed ia t e  
f i n a n c i a l  i n s t s t u t i o n s  through t h e  PL 480 S e c t i o n  108 propram. 

Hurr icane G ~ l b e r t  Reccvery Progzam 

I n  Septerher  1988 Rurr icane  G i l b e r t  stormed through Jamaim. 
Winds up t o  140 mph and accompanying r a l n s  st ruck t h e  i s l and ,  
c u t t i n g  phone and e l e c t r i c i t y  l i n e s ,  d e s t r o y i n g  roofs ,  uprootinq 
t r e e s ,  and f lood ing  a g r ~ c u l t u r a l  a r e a s  a d  t o u r i s t  r e s o r t s .  
Damage c o s t s  e s t ~ r a t e s  ran i n t o  t h e  hundreds of m i l l i o n s .  

T h e  U. S. qovernnent responded t o  Jauica's need f o r  r e l i e f  
a s s i s t a n c e  w i t h  t h e  PY 88 $20 m i l l i o n  Emergency R e h a b i l i t a t i o n  
Program (532-0185) and t h e  ?Y 89 $35 m i l l i o n  Hurr icane  
Reconstruct ion P r o j e c t  (532-01581. Tbcse two projects provided 
f inance  f o r  t h e  r e s t o r a t i o n  of e s s e n t i a l  power, water and sewerage 
s e r v i c e s ,  increased s u p p l i e s  of roo f ing  m a t e r i a l s  f o r  s h e l t e r  
r e h a b i l i t a t i o n ,  t h e  provision of c r i t i c a l  medical suppl ies, s e e &  
and p l a n t i n g  mate ria?^ a?d h e l p 6  sgpport  r e l i e f  e f f o r t s  of 



non-governmental organizations. Funds under t h e  E r e r g e ~ Y  
R e h a b ~ l r a t ~ o n  Program rill be f u l l y  disbursed i n  PY 89: t h e  
Hurricane Gllber t  Reconstruction p r o j e c t  L s  expected t o  be 
completed i n  PY 90. 

B. Baslc S t r u c t u r a l  Beforms Leadlna to Rapid and Sus tarned  Groutb 

A. I .D . ' s  s t r a t e g y  focuses  on inc reas rnq  a g r i c u l t u r a l  p r o d u c t ~ o n  
and s t e w t h e n ~ n ~  t h e  ~ r i v a t e  s e c t o r .  I n  a a r l c u l t u r e .  i nc reas lno  
expor t s  i n d  empioy.ent and r a i s i n g  ;ncames-of poor. p r l n c l p . 1 1 ~ -  
h ~ l l a i d e  fa rmers ,  w h i l e  preserving f r a g r l e  lands a r e  t h e  a r e a s  of 
concentration. A . I . D W s  a s s r s t a n c c  aims a t  r a i s r n g  t h e  a g r i c u l t u r e  
s e c t o r ' s  p r o d u c t i v r t y  through l ea rcn ing  constraints and mden ing  
t h e  resource base  and s t r o n g l y  suppor t s  d i v e r s l f r c a t l o n  of 
J a m l c a n  e x p o r t s  through research ,  ~ r r l g a t l o n ,  rnves to r  p r o m t r o n ,  
and c r e d r t .  Small  fa rmers  a r e  an  lrnportant t a r g e t  of A.I.D. 
a s s i s t a n c e  as  t h e y  produce a p p r o n r w t e l y  70 percent of t h e  
count ry ' s  nont r a d i t l o n a l  agricultural e x p o r t s .  

Hurr icane G i l b e r t  s e v e r e l y  damagee Jamaica 's  a g r i c u l t u r e  s e c t o r ,  
causlng damage t o  both  domestrc and expor t  crops.  Pou l t ry  an2 
banana producers  were p a r t i c u l a r l y  hard h i t ,  bu t  l o s s e s  wre 
sustained i n  a l l  subsec to r s .  Prior t o  t h e  Burr icane ,  
n o n - t r a d ~ t l o n a l  a g r r c u l t u r a l  expor t s  were expected t o  reach $120 
r r l l ~ o n  r n  1988, and ornamental horticulture e x p o r t s  r e s u l t r n g  
from A.I.D. suppor t ed  p r ~ r a m s  were expanding from $3.3 m i l l r o n  i n  
1987 t o  a p r o j e c r e d  $4.2 m l l l l o n  i% 1988. Product ion  of 
t r a d r t l o n a l  c rops  s u c h  a s  c o f f e e  and cacao  were a l s o  expected t o  
r l s e  s u b s t a n t i a l l y .  These p ro jec ted  rnc rease  have now been 
raversed a d  have become Cecl lnes .  

Given t h e  s e t b a c k  t o  i?riCUltuKe f r w  thc Hurricane,  A . 1 . 9 . ' ~  
initiatives i n  t h e  a g r ~ c u l t u r e  s e c t o r  iC PY 1989 an2 1990 c e n t e r  
on developaent of i n s t i t c c l o n s  v i t l l  t o  rees tab l i shment  of t h e  
s e c t o r .  A g r i c u l t u r e  research  and e i?~cat ior r  W i l l  con t inue  t o  be 
supported a s  w e l l  a s  t h e  expansion of important r r r i g l t i o n  
netvorks.  C r e d i t  th roagh t h e  K 480 S e c t l o n  108 program all be 
provided,  a long  w i t h  t e c h n i c a l  a r s i s t a n c e  anC t r a l n i n g  f o r  tree 
c rop  producers under t h e  H l l l s r d e  Agr rcu l tu re  p r o j e c t .  P o l ~ c y  
reforms suppor ted  through t h e  S t rengthenrng  t h e  Agrscul ture  Sec tor  
p r o j e c t  w l l l  be particularly important.  

A.  I .D. '6 Export  n e v e l o p e n t  and Investment  P r m t r o n  p r o j e c t  
i n i t i a t e d  i n  ?Y 1989 p rov ldes  t e c h n i c a l  as6rstarre and t r a i n l n g  
f o r  t h e  a g r i c u l t u r a l  and m n u f a c t u r ~ n g  s e c t o r s .  I n  o rde r  to  
broaden a c c e s s  t o  b u s i n e s s  o p p o r t u n t i e s  and i n c r e a s e  fo re rgn  
exchange ea rn ings .  A . I . D .  a s s ~ s t a n c e  focusen on f e e d e r  r n d u s t r i e s  
and e a l l e r  b u s i n e s s e s  seeklng t o  expand t h e i r  markets.  The 
progran w i l l  seek t o  c a p r t a l i z e  on g a i n s  made onder t h e  Caribbean 
Basin I n i t i a t i v e  whlch c o n t r i b u t e d  t o  t h e  devrlogment of t h e  
Jamaican garment, f u r n r t u r e  and e l e c t  r o n l c s  industries; J a m r c a ' s  
CBl manufactured expor t$  t o  t h e  U.S. a r e  among t h e  most raprd ly  
expanding, i n  t h e  Carsbbean, advancing by 70% kn 1987.  
R i c r o e n t e r p r i s e s  w i l l  a l s o  rece ive  3uppur t a s  t h e s e  a c t ~ v i t i e s  
provide much nee5ed erployrnent i n  urban snd r u r a l  s r e a s .  



C. Wider Shar ing  of t h e  B e n e f i t s  of Growth 

S t r u c t u r a l  adjustment  and t h e  need t o  s e r v i c e  t h e  deb t  r e s u l t e d  i n  
dec l in ing  expend i tu res  on a o c i a l  ierViCe8, p a r t i c u l a r l y  on hea l th  
and educat ion .  With t h e  l lke l lhood  of t h e  c o n t l n u s t i o n  of t r q h t  
budgets,  f u r t h e r  st re tched  by t h e  d e v a s t a t i o n  t o  s o c i a l  
i n f r a s t r u c t u r e  from Hurricane G i l b e r t  t h e  GOJ 18 under  increased 
p res su re  t o  d e l i v e r  s o c i a l  s e r v i c e s  more c o s t  e f f e c t i v e l y .  

Despi te  h igh  primary school enro l lment  and l i t e r a c y  r a t e s ,  t h e  
Jammican e d u c a t i o n a l  system s u f f e r s  from a h igb  dropout  r a t e ,  
p a r t i c u l a r l y  i n  t h e  poet-primary age  group, and a  l i m i t e d  number 
of p l a c e s  a v a i l a b l e  i n  t h e  eecondary ecbool  l a e l .  Relevant 
s k i l l s  t r a i n i n g  programs a r e  i n  s h o r t  supply. To a d d r e s s  tbese 
p r o b l m ,  A.I.D. suppor t s  b a s i c  educa t ion  a c t i v i t i e e  d e t i g a e d  t o  
c r e a t e  e f f i c i e n c i e e  i n  t h e  p rov ie ion  of t ex tbooks  and o t h e r  needeQ 
s u p p l i e s  a t  t h e  primary l e v e l .  The  PY 1990 TecbniCal/Vocational 
Tra in ing  p r o j e c t  alms a t  improving s e l e c t e d  secondary l e e 1  
i n s t i t u t i o n s  which p r o v ~ d e  s k i l l s  t r a i n i n g .  

I n  h e a l t h ,  A.I.D. s u p p o r t s  AIDS p reven t ion  and c o n t r o l  programs in 
order  t o  a l l e v i a t e  t h e  p o t e n t i a l l y  c a t a s t r o p h i c  cost of providing 
c a r e  t o  l a r g e  numbers of AIDS vict ims.  The l iea l th  Sec to r  
I n i t s a t i v e s  p r o j e c t  aims a t  a s s i s t i n g  t h e  GQJ c r e a t e  more 
e f f c i e n c y  i n  t h e  d e l i v e r y  of MSrC h e a l t h  c a r e  s e r v i c e s  and work 
m r e  c l o s e l y  W i t h  t h e  p r l v a t e  sec to r  i n  p r o v i d i ~  c a r e .  Parxly 
planning s e r v i c e s  a r e  supporteC under A . I . D , ' s  Popula t ion  end 
Family Planning S e r v i c e s  p r o j e c t .  P u n d s  suppor t  t h e  expansion of 
commercial a a t e t r n g  s e r v i c e s  f o r  c o n t r a c e p t i v e s  and t h e  
improvenent of s e r v i c e s  f o r  accep to r s .  

I n  housing, t h e  GOJ has  moved sway f r a  t h e  dlrect p r o v i s i o n  of 
low Income housing t o  t h a t  of f a c i l i t a t i n g  a c c e s s  t o  low cost 
s h e l t e r  s o l u t i o n s .  A . I . D o s  housing Guaranty programs sappor t  
improved a c c e s s  t o  land and i n f r a s t r u c t u r e ,  and promote inc reased  
p r i v a t e  s e c t o r  p a r t ~ c i p e t i o n  i n  the f inanc iang  and c o n s t r u c t i o n  of 
housing. Roueing Guaranty reeources  arc a l s o  employe3 t o  upgrade 
v a t e r  and eewerage f a c i l i t ~ e s  In low i n c o w  areas .  

D. S t rengthen  Democratic I n s i t u t i o n s  

Jamalca h a s  s t r o n g  democratic t r a d i t i o n s  and a  v i b r a n t  two p a r t y  
p o l l t i c a l  system baaed on f r e e  e l e c t i o n s .  To s t eng then  democrat ic  
institutions, A . I . D .  assistance focused on t h e  improvement of t!w 
human and physcca l  r e sources  of t h e  c o u r t  system; A . I . D .  aupporr 
i r  t h e  a d m i n i s t r a t i o n  of j u s t i c e  comes t o  an end r n  l a t e  FY 1989. 
A.I.D. a l s o  p rov ides  t r a l n l n g  o p p o r t u n r t i e s  i n  t h e  United S t a t e a  
under t h e  P r e s i d e n t ' s  T ra ln ing  I n i t l a t r v e  f o r  t h e  I s l a n d  Caribbean 
f o r  d ~ s a d v a n t a g e d  and p o t e n t i a l  l e a d e r e  so t h a t  t h e y  u y  g a i n  from 



greater  exposure t o  democratic i n s t ~ t u t x o n s  and processes  i n  the  
U. S.  In PY 1989 and 1990, A . I . D . ' s  E T I I C  program targe t s  
s p e c i a l  groups such as low income s k i l l e d  workers, wonen, rural 
youth v i t b  leadership potent ia l ,  teacbers and managers. During 
t h i s  period, A . I . D .  has targeted 70 percent of par t i c ipants  t o  be 
from s o c i a l l y  and economically disadvantaged groups. 



5 u . u i ~ b i l i t  h h y  amaM~mticw Ln p r o w  R r C l o p n t  w i t 1  to 
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S RELP PROJECTS 

1. Project  T i t l e :  Training f o r  Dewlopaent 
Project  Number: 532-0159 
Xctimated Length of Project:  3 yea r s  
Estimated Cost: $ 3 mi l l ion  WP 

FY 90: $1 mi l l i on  
Account: EBRD, ARDN, PSEE 
Purpose: To provide long and shor t  tern t r a i n i n g  
opportuni t ies  fo r  publ ic  and p r iva t e  sec tor  r anagmen t  
personnel. 

2 .  Project  T i t l e :  I ndus t r i a l  and C o a e r c i a l  D e v e l o p ~ n t  
Project  number: 532-0151 
Estimated Length of Project :  4 years 
Estimated Cost: $10 mil l ion LO? 

FY 90: $2 mil l ion 
Account: PSEK 
Purpose: Po expand l i g h t  i ndus t r i a l  and mixed c o r e r c i a l  
a c t i v i t i e s ,  and thereby increase  employment i n  t he  corporate  
a r e a  of Kingston end se l ec t ed  secondary c i t i e s .  

3. Project  P i t l e :  Tax Reform Eonitoring 
Project  Nu.ber : 532-0160 
Es:ima:ed Length of Project:  I y e a r s  
Es t ina ted  Cost: $2.5 mil l ion LOP 

PY 90: $500,000 
Account: PSEE 
Purpose: To a s s i s t  t he  GOJ i n  nonitoring and administering 
personal,  corporate and General Consumption Tax reform 
program.  


