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The proposed $25 r.lillion loan will (a) provide immediate 
balan~e-of-~ayments support to Jamaica; and (b) further stimulate production, 
2~ pl o y~ent, and exports. Conditions preced e nt to disbursement will be receipt of 
evidence satisfactory to AID thdt: (1) the loan agreement executed on behalf of the 
~ orrower constitutes a legally binding obligation of the Borrower; (2) a person(s) has 
been appointed to act as authorized representative(s) of the Borrower; (3) the Borrower 
is in substantial compliance with the terms dnLI conditions estahlished for J ama i ca under 
its Extended Fund Facility of the INF and the Structural Adjustment Loan of the ~orld 
Bank; and (4) the Government of Jamaic~ (GOJ) will agree in writing th~t, within 60 days 
of the date of the signing of the Loan Agreement, tt will promulgate a plan and all 
nec ~ ssary regulations to authorize commercial banks to: (a) accept deposits of foreign 
exchange in time accounts; (b) pay interest in foreign exchange on such accounts at 
rates determined by the banks; and (c) l't,deem such i1 ccounts in whole or j.n part, at 
maturity, in the currency in hdlich the dcpos .1ts wer (' or1gin"l11y denominated. 
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upon between the parties and is consistent with our overall assistance program; (L)- to 
allocate foreign exchange for the imp~rtation of spare parts, capital go6ds, and 
industrial and agrjcultural inputs from the U.S. in an amount at least equivalent to'thE 
loan over a one-year period; (3) to provide the AID ~1ission with copies of all officia 1 
data and internal projections relevant to req~ests for assistance and performance teslt; 
(4) tc prepare within three months of the date of this agreement an action program fo~ 
divestment of publicly owned enterpris~s; (5) to encourage and assist the team of ,tax' 
consulta~ts, under the USAID/Board of Revenue Project during Jamaica JFY 1983-84, to 
establish contact and engage in consultative discussions with key GOJ officials and 
representatives of the public at large, and the private sector in particular; t6) to 
present to USAID/Jam~ica a summary, within 90 days of the date of this agreement, of 
actions proposed to increase competition in areas of activity in which External 
Marketing Organizations (EMOs) and the Jamaica Commodity Trading Company (JCTe) are now 
engaged; (7) to review, within 120 days of the signing of this agreement, the roles, 
responsibilities and practices of public sp.ctor agencies involved in investment 
promotion, and to complete within 90 days of this review and action plan to simplify, 
consolidate, and coordinate the elements of the investment promotion function and 
implement thiS, plan not later than ~fElrch 31, 1984. 

The terms of this loan will be 20 years with a 10-year grace period at an interest rate 
of 2 percent during the grace period and 3 percent thereafter. 
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/. TH! PROPO,[O 1H MILL 10:1 CASH TRAlisrER IIllL (AI 
PROVIDE 11111EDIAl[ BAlAIiCE -Of'PAVMEN1S SUPPORr 10 
JAI1AICA; AIIO (81 fUP1HER SIiMUlAlE PROOUCIIOII , fNPLOY-
MUll , AND EXPORIS . COIIOITIOIIS PH£ClO£t1T TO DI50UR~[' 
I1lNT IIllL BE R{e[ IPT Of [VIO";C{ SATIHACTOR' TO AID 
IHAT (II THE 10Atl A~R{[I1EIIT lXECUT£D ON REHAlf or IHE 
BORROllfR COII~:IIUT£$ 4 I[GAll Y BIHDIIIG OOIIGAIIOII Of 
TtlE BORROIIER, 12) t PERSOIIIS) HA, 6[EII APPOII11~O 10 
ACT AS ~UHIORIIEC REPRE~(III~T IVE I:;) or lHE CORnOUER, 
(l) IH[ OORRO~ER IS "' SUB~IAIIIIAl COhPllAIiCE IIITII 
lARGrTS ESTABliSHED fOR JAMAICA urlOER THE EXHIIOEO 
fUND IA"lITr Of IH! IlIIERIIATIOIiAl MOli(lARY fUIiO ~1I0 

IHE STRUCTURAl ADJU.TI1EIIT LOIIN Of THE 1I0RlO BAliK AND 

1.' IH£ GOVERIIHENT Of JAMAICA IIllL AGR[[ IN IIRI'IIIIG 
THAT, I/IlH Itl ~o OAY. Of IHE DAlE Of SI(,llIrlG or IHE 
LC:.1i AGREEt1[IIT, IT IIIlL (XANINE THE FEA:;IDILIIY Of ,• 
AND If HASleLE, IIlll PROl1UlGATE A PlAIi AlIO ALL 
NECES SARY REGULATlOIi:; TO AUTHORIZE COMI1ERCIAL flAII~S 

TO: (kl ACCEPT DEPO~IlS Of FORE IGII EXCHAIIGE 114 TlHE 
ACCOUIIIS; (01 TO PAY IIIl(RE~T IN fOR[lGIl EXCHAIIGE 011 

SUCH ACCOUIIT:; AT RAH~ OE1[RMIIIEO BY THE nANK~; MID 
Ie) 10 REOCCM :;UCH ACCOllIII:; III 1111011 OR III PAnr, AI 

HATlIRII Y, III IHE cunR(IICY III IIHIC" TH( OEPO.II. IIln( 
ORIGINAIL v DlIlOHINAHO . 

I,C'OI' 
0'/ IU:Y-O~ 
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KIII~~1 01104 UI 01 I~ I!IIIIUU ~J~~ U&J~1L IdO~4'll 

~. '"( OOlinOI/(1i 11111 ~~III£ TO ~ /llitliliR 01 CUVlUIIIII~. 

IllileH \llIl iiI l/lel'IIIHO 111 1111 10illi ~"II£lNItI1. iIlCIUIi' 
lUG: II) TO l ~ TAO.I:'1I I' IIICM tllHlIllICY ~I'ICIAI 

Ar.COIIIII AT 1'111 III'"~ or JMI(IICn. lIP 011 OI~UIIII~rtl(UI or 
lIlE 101111. III nil AlIU''''1 (fJ"IVI" /111 I:: THf lUl,II 1·II()t(ID~. 

III1ICH 1<111111111 ',HI,11 0111'. 111 rOil ~ "r:1I A~IIVIII(~ h~ nAY 

BE IIGIIIIO UPOII hClIIIIII 1111 "~I'"I:; .(11 10 ALI OeAI[ 

IOR[",III~CHUlM rOR IIiE 1I11'OkiAlIOil or ~P~RE P/IRI:;. 

CAP IIAI ~OOO:; . AND IIIOUSTR 1M /IND A~R ICULIURAl INPul 

fRON lIlt U. S. IN AH AtIOUli1 '" lEA~1 EOUIVAI £IIT TO IHE 
LOAN OVER A Oll( -YEAR ~rRIOO ; III I!J PROVIGE IH£ AID 
"I$SIOII ~ITH COPIE~ Of ALL orr ICIAI OAT A AIIO INHRIlAI 

PROJECilDNS RElEVAHT 10 REOIIE~TS fOR ASSI:IAHCE AIID 

PERfORMNCE IESIS; TO INClUnE, BUT 1I0T lIHIHO TO: 

DETAILED BAlAIiCE OF P~YM(IIT:; DATA AIID PROJEC' 1011:;; 

AtHWAL PUBLIC ~ECTOH BUOC,EI RECE IPT~, OUTlAYS AIIO 

PROJECTIONS IAIID REVISIOIISI; IIE£KLY CABLE DATA PUR· 

SUANT TO THE rrf III Til IHE ItIF ; NAIIOIIAL ACCOUIIlS 

PROJWIOIIS ~1I0 SPECIAL ~IUOIES; All DATA AIID OOCU
trEHTS PRErAREO fOR COIi:;UlTATIOIlS AIIO REVI£IIZ Of GOJ 

PERFORMANCE UIIOER THE IHf AlIO laRD P~OGr.A"S ; 

141 TH[ C,DV£RIIHEIIT IIlIl, IIITH III T,HRlE 1101llHS Of THE 
DATE Of THIS Ac,n£[II(III, PREPr,RE All ACTlOIl P~OGRIllI fOR 
OIVESIMElIT Of PUDllCL V OIiIlEO [NTERPPlstS, LI:;TlIIG BY 
"Alit THC EIlTE~PRIS[~ Tilt C,OVERNHEIIT IIllL l£( TO 
O!VESI 011 REASOIlADlE TERMS, III EACH fiSCAL lEAR rRO/! 
1$8l'34 TO 158~'86, IHE MECHAIlISM fOR ~CCOMPlISHII;C, 

IH[ OIV(:;TMEHT, AlIO IIIE fORN Of IH[ OIVE~TII£IIT (I.E. 
SALE OR l (ASEI; lSI ' DIIRilIG HY 193),84 IH( 60~ERIIMEHT 

lilll IIICOURAGE AIID A~~ISI III[ lEAH Of TAX ~ OIl~UL'A1'TS 

UNOlR IIiE US~IO/OOAHD cr R[VIIiUl rpOJECT, TO [STAB ' 
ll~H COIITACT AlID (IIGAGE III COII$UI TAIiVE OI~CUS~IOIlS 

IIITH KO G.O.J. OFfiCIALS 11110 IIITH IHE aROAD CRO:S 
SECTI~'II Of ORGAIlIZATIONS MID ASSOCIATlOIiS REPRtSEIIU, 
TlV~ Of THE PUBLIC AT L~qG[, tHO T~( PRIVATE :;E.TOR 

IH PARTICULAR; (61 IIITHIII 9C DAYS OF THIS AGRE[H£~T, 

THE GOVERIIMEIII OF JAMAICA \llll PREHNT TO U.AIO/ 
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lOR LAC/DR: R. \/HELDEN AHD R. BURKE; aC/LAC: R. liE IGHII11 

E. o. 12n6: N/A 
SUBJECT: PAAD FOR P & E I II SUPPLEMENTAL LOAN, 532-0996 

.JAHAICA A SUMMARY.OF ACTIONS PROPOSED TO IUCREASE 
·CO~PETITIOH IN AREAS OF ACTIVITY IN VHICH EXTERNAL 
HARKET I NG ORCAN I lAT IONS (EMO) AND THE J AMA I CA CONNOD I TY 
TRADING COMPANY LJCTC) ARE NOW ENGAGED; (7) IIITHIN 
1~8 DAYS OF THIS AGREEMENT THE GOVERNMENT OF JAMAICA 
IIILL PRESENT TO USAID A REVIEII Of THE ROLES, RESPON
SIBILITIES AND PRACTICES OF PUSLIC SECTOR AGENCIES 
IHVOLVED IN II/VESTHENT PROMOTION. IIITHIN 98 DAYS OF 
SUBMISSION OF TkE REVIEII, AN ACTION PLAN TO SIMPLIFY, 
CONSOLIDATE, AND COORDINATE THE ELEMENTS OF THE 
11I'I£STI1EIIT PROtfOTION FUNCtiON IIILL BE COHPLETED: TillS 
PLAN WILL BE IMPLEMENTED NOT LATER THAN I1ARCH 31, 198~. 

THE TERMS OF THIS LOAH IIILL 8E lS YEARS IIITH A 
lS-YEAR GRACE PERIOD AT All INTERES~ RATE OF 2 PERCENT 
DURING THE GRACE PERIOD ANV 3 PE~CENT !HEREAFTER. 

-.8. ACTION I1ENO FOR THE ADMINISTRATOR: 

SUBJECT: PROGRAM &SSISTAHCE APPROVAL DOCUMENT 
(PAM) JAMAICA ~ROOUCIION AND EMPLOYMENT 
III PROGRAM SUPPLEME~T 

PROBLEM: YOUR APPROVAl IS REQUIRED ·TO AUiHORIZE AN 
·ADDITIONAL S2~ MilLION CASH T~AHSFER TO JAMAICA FRon 
ECONDHI C SUPPORT FUI/DS ([SF). 

BACKGROUND: FOUR PREVIOUS, SIMILAR ESF CASH TRANSFER 
LOANS OF $40, S38, S~O AND S2~ MilliON RESPECTIVELY, 
HAVE BEEN APPHOVEO BY THE LAC BUREAU SINCE JANUARY, 
1381. THESE LOANS IIERE DESIGNED TO HELP REDUCE TH~ 

FOREIGN EXCHANGE SHORTFALL IN JAMAICA AND PROVIDE 
ADDITIONAL RESOURCES SO THAT THE GOJ COULD EMDARK 
UPON All ECONOMIC REVITAL IZATION PROGRAM IIHICH VOULO 
HELP REPLACE OLD rAC10RY EQUIPMENT VITH IIEV MACHINERY, 

·PROVIOE SPARE PARTS, AND fiNANCE CAPITAL GOODS TO 
EXPAND THE ECONOMY. IN SO DOING, THESE PROGRAMS 
II£RE INTENDED .0 NELP MOVE JAMAICA FROM AN IMPORT 
SUBSTITUTION TO AN EXPORT ORIENTED ECONOHY. IN 
ADDITION TO THESE FUNDS, S3.0 HILLION IN ESF AND 
SI.B HILL ION IN OA GRANT FUNDS HAVE eEEN PROVIDED 
FOR THE TECHNICAL CONSULTANTS AND TRAINING PROJECT 
(532-11979) IIHICH IS BEING USED TO MEET TECHNICAL 

ASSISTANCE AND TRAINING NEEDS RELATED TO THE 
ECONOMIC RECOVERY PROGRA~ AN ADDITIONAL 12 MILLION 
IS BEING CONSIDERED rOR THIS SUCCESSfUL, IMMEDIATE 

KINGST 02164 82 OF IS 1081191 ~442 883978 AIDSSS9 
I ilPACT PROGr.AI1. 

DISCUSSION: THE ~OVERHHEH1 OF JAMAICA HAS REQUESTED A 
13~.8 "ILLION SUPPLEMENT TO ITS FY 1983 [SF LOAH 
(HO. !31-K-S2I!il. THIS IIILL BRING FY 19U ESF LOANS 

TO JAHAICA TO A TOTAL OF SUo S MILLION. THE ORIGlllAL 
LOAH WAS DISBURSED ON DECEMBER 21, 19~.. AS WAS 
ANTICIPATED AT THAT TillE, THE PRESENT LOAN IS URGENTLY 
NEEDED TO ASSIST THE GOVERNMENT IN MEETING ITS 
PAYHENT OBLIGATIONS IIITHOUT FALLING INTO A.REARS. THE 
GOVERNMENT ALSO FACES ON MARCH 31, YEAR-END TESTS OF 
PERFORMANCE UNDER THE TERMS OF ITS EXTENDED fUND 
FACILITY <EFF) IIITH THE INTeRNATIONAL MONETARY FUND. 
AT THE PRESEtlT, tlET SHORT-TERM FOREIGN DEBT OF THE 
DANK Of JAMAICA IS APPROXIMATELY S84 HILLION IN 
EXCElS OF THE CEILING UNDER THE ItlF AGREEtlEtiT. THERE 
IS A VERY REAL POSSIBILITY THAT THIS DEBT IIILL ~E"A!" 

ABOVE Till Ct IL I HG ON TilE TEST DATE. 

PREVIOUS PAADS, AS IIELl AS THIS ONE, HAVE SEEN PRE
PARED IN CONJUNCTION IIITH TII£ 'flF PROGRAM AND IIITH THE 
lORD'S STRUCTURAL ADJUSTtlElH LOAN (SAL! TO THE GOVERN
HENT. THE CONDITIONS PROPOSED FOR THIS LOAN SUP PonT 
IIHD COMP'EMENT THE CONDITIONS OF TIlE IMF AND IBRO 
PHOGRAns. TO DATE, THE GOVER~"ENT HAS PASSED T~E 
PER 100 It REV I EllS OF PERFORtlAIiCE UtiDER TKOSE PROGRAtlS. 
ON FEBRUARY 17, 1913. USAID/JAHAICA l~NOUCTED THE 
FIRST OF ITS aUARTERL Y REV I EllS III TH THE GOVERNMENT, 
OM PERFORMANCE UNDER THE TERns OF USG, AS liHL AS I HF 
AIIO IBRO, ASSISTAUCE PROGRAMS. THE tllSSIOH liAS 
PLEASED IIITH THE OUTCOME OF TItAT R(VIEIi ~s II£LL. 
IlEVERTHHESS, Till GOVERNMENT HAS rOUI10 I T PROGRESS
IVELY 110RE DIFFICULT TO STAY VITHIN THE GUIDELINES 
OF TilE I ttF AIIO I BRO PROGRAMS. SINCE IT BECAHE EV 1-
DENT THAT THE OEPRESSION OF THE IIORLO MARKET FOR 
DAUXI TE AND AlUtllllA IIOULO BE LONGER AND DEEPER THAN 
HAD BEEN ANTICIPATED, IT HAS 8EEII CLEAR THAT TilE 
PERFORMAnCE TARGETS IIOULD BE EXCEEDINGLY DIFFICULT 

o 
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fOR lAC/DR: R. \lHElDfll AIlD R, BURKE; GC/LAC: R. ME IGHAN 

[,0, 113H: NIA 
SUBJECT: PAAO fOR PtE III SUPPL[I1ENTAL LOAN, 532-0096 

TO MEET, THE IARGETS VERE 8lSEO ON PROJ[CIIONS Of 
EXTERt/AI COIIDITIONS IHAT 010 NOT AHTICIPATC IHE 
COtllP.ACTION. 

THE GOVERNHElIT HAS t1f>.Ol SOME IMPORTANT PRO('RES5 IN 
HOVIIiG AllAY fRON THE IMPORT-SUBSTITUTION STRATEGY 
OF THE tlitlUEEN SEV(NTI[S, TO\l~RD ITS Ollt! ('OAl Of 

EXPORI ORIEIITEO GROIlIH. THERE ARE HAHY POL ICY AD-
JUSTMEIHS THAT ARE STill 11££ OED, AND TH[ DlCLlllE 
OF OAUXITE AIID ALUhlliA EARNINGS HAS LED TO MEASURES 
THAT ARE Aill IThE II CAl TO PR I VAl( SECTOR-l EO EXPORI 
GROIITH, THE 111551011 15 MOIlITORING DEV[lOPHEllIS 

CLOSELY AND IS I1AKIlIG EFFECTIVE USE Of IHE POLICY 
DIALOGUE TO URGE ADHlRENCE TO THE vOAlS AND METHODS 
or THE ORI('IN"I ECOHOMIC RECOVERY PRO('RAH, 

THE GOVERllNEHT APPEARS 10 UE III SUBS1AIllIAl, IF U01, 
PERfECI COI1PLIAHCE II,IH THE lERI1S AiIO COtlOlIlOIIS OF 
ITS AGREE,IIEIITS IIITH THE IMF AND IBRO. GIVEII THE 
GOVERilMEll1'S COtlTlllUEO COMMIIMENT TO 1HE SPIRIT Of 
ITS ORIGIlIAL ECOIIOMIC RECOV[RY PROGRAM, OUR COIIIINUED 
SUPPORT or IH[ GOVERnMENT AffORDS THE OPPORIUNITY 10 
ENCOURAH ArlO ItlfLUEIiCE IHE Dlff ICUI I [COIIOMIC POL ICY 
CHOICES 1HAI AR[ [.SENIIAL TO LONG-IERM ECOUOMIC GROvIH. 

RECOHHEIlDATIO", THAI YOU SIGN THE .IIACHED PAAO fACE-
SHEET AUTHORIZING 12~ MILL 1011 fOR THE SUPPL[MENT TO 
THE JAMAICAN PRO~UCTION AND [I1PlOYI1[NI I I I PROGRAH. 

I, RECOMNENDATION AND SUMMARY, 

A, R(COI1'IENDATION: 

IT IS RECOMHENOED IHAI TNE ADMINISTRAIOR Of 
AID AUTHORIZE A LOAII fROM IHE [COIIOHIC 
SUPPORT fUIiO or 11~. 0 I1ILLIOII TO PROVIDE 
CALAHC[ or PAYI1EHT~ ASSISIAIICE TO IHE 
GOVERtlHEIiT Of JAMAICA ~OJ). 

B, SUHMRr JUSTIFICATIOIl: 

TIlE GOJ IS fACED liITH AN [NOR~OU5 BAL MICE or 
PAYH(lITS GAP. IT IS CURR[NTlY II1I'IEI1EIITIIIG 
THE DIEIIOEO iUNO fACIL'!Y 1[[11 A'R(EH[NI 
IIITIl IHE I,M.f. UNDER IHIS AGR[[MlIil TH[ GOJ 
IS fC(LO\lIHG AN [CONOMIC RECOVCRY PROG'AH 

1- BJ -

INc U M ltiG 
TELEGHAM 

KIIII.~; ono! U3 01 I~ 1001181 ~UI U&J~a~ "111~~Ua 

flll1lll 1011/11'11 01 VllOl'llINI 01 IHI r~lv.11 

~(CIUk, lilill [ 1111 INI I', I'HOV III 1111, II:'.I~II.IIC( 

10 lilli' lit I HI I 1I11111e I Ill, 01 I ~I Itl'l MICI 01 

PI,YMINI: I'hl' jH~rll( IffO"I$ or IIIE I,OV[HU-

I1EIlI, II M'l'lAU~ IIiAI Ilil I"f IAII~fl fOR l.ll 
rOR!I(," A:;~(r~ Hkf 1101 Dr t1!1 /lIIHf tlAnCH 1I 

R(V'lW. IH! ~OJ I~ C.Ot1l111H9 10 IH[ PRO('~Ml 

or (COIIOI1I( PI COvlPY BUI COIIIIII'II: 10 Ol 

COH~lk.'NI:O By IHE I ACK Of I ORE I~II (XCHANGE 
RE SOuRCE: IIC(OI D 10 PURCHA~{ {:~UIIiAl RAW 

I1AH~I~LS AIiD CAPIlAl (,OOO~ AIID 10 SERVIC[ 
ITS IA;i(,E (XI£RIIAL OlOT. IHE PIIOPO:EO AID 
PRO~RAtI IIILL HElP 10 RELAX IIIE OMANCl Of 
PAY/10l!S COII.TRI,III1. 

lIlE NISSIOII AND lAC BUREAU HAVE C[lERMIII£D 

T"hT [SF A~.I:TANC[ IS TH[ NOST APPROPRIAH 
AID I1!CHAtmn TO AODRES~ TH£ BALAlleE Of PAY
MENTS PROBlEM AlID TO RE~rOIiO OUICX! Y TO THE 

URGIIiT IIE[O fOR fOREILII ElChANGE A CA~H 
TRAII:'f[R I: ~(COt1II(IIO{JJ BEC~US[ Of THE Il££D 
TO ACCElERAIE DI~8UR~{MUI.T~. THE ~E~IOUS 

ECOIIOHIC C'RCUMSTAIICES flCIliG TH( ~OVfRIlH[IIT 

NECESSITATF A RAPID DISBURS[MEIlT Of u.s. 
DOLlARS IIHICH CAli BE~I B( PR3V10(0 USING IHE 
tASH IRAIl.f(R MECHANISM. 

C. SUrlilARV COI/Ol TIONS AHD COVEIIANTS: 

(I) LENDIHG lERIiS Aile IIlI£REST RAI[: THE 
BORRO\l(R IIllL REP.Y lHE LOAN TO P .. I,D, Itl 
U, S. DOLLARS WITHIII IIIEtny (20) YEI.RS fROM 
THE DAlE or 'f IRST 0ISeUR5U\UlT INCLUDING A 
GRACE PERIOD Of 1101 10 EXCElO TEU ilOl YEARS. 
TitE BORROllfR IIILI DAY ItIl£R£ST AT IHE RAI[ Of 
I P[RCEll! ~[R AUl1011 OURIlIG IHE GFACE PERIOD 

AHD J PERC(1l1 TKEREMTER. IIIHR(ST SHALL eE 
PAYABLE SEMI-AlmUALLv. THE F IRSI PAYI1ENT OF 
INTEREST SHAll BE DUE AND PAYABL[ 110 LATER 
THAll SIX MONTHS AfTER OISBURSEI1EIlI Of THE LOAH, 
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FOR LAC/DR: R. \/kHOEN AHD R. BURKE; .GC/LAC: R. "EIOHIIN 

£.0. 123S6: H/A 
SI!3JEC1: PMD FOR P & E III SUPPLEMENTAL LOA~, S32-SliJ915 

(21 REPAYI1ENT: THE BORROIltR IIILL REPAY THE 
PRI ;IPAL ~ITItIN TUENTY (201 YEARS FROtl THE 
DATE OF fiRST LOAN DISBURSEMENT HER~UNOER IN 
APPROXIMATELY EQUAL SEMIANNUAL I~SYALL"ENTS 

OF PRINCIPAL AND INTEREST. THE FIRST I"STALL
"ENT OF phlNCIPAl SHALL BE r~YABLE NINE AWD 
ONE -HALF YE IIRS AFTER THE DATE ON \lit I eH ·THE 
FIRST INTERtST PAYMENT IS DUE. 

(3) CONDITIONS PRECED~iii TO DISBURSEI1[HT: 
PR I OR TO TME S2~ MIL 1I ON 0 I SBURSE ME lIT UNDER 
THE LOAN, OR TO THE ISSUANCE BY A.I.D. OF 
DOCUMENTATION PURSUMH TO \/HleH THAT DISBURSE
MENT ~ILL BE MADE, THE BOR~OWER \lILL, EXCEPT 
AS THE PARTIES MAY OTHllIIIISE AGREE Itl \/RITING, 
rURNISH TO A.I.O., IN FORM AND SUBSTANCE 
SATISfACTORY TO A.I.D.: 

--- AH OPINION BY THE ATTORNEY GENERAL OF THE 
BORROwtR, OR OTHER COUNsrl SATISFACTORY TO 
A.I. D., STATING THAT THE lOAH AGREEHENT H~S 

BEEN DULY AUTHORIZED AND/OR RATIFIED ay, ANO 
EXECUTED ON BEH~lF OF, THE BORROI/fR liND TIIAT 
IT CONSTITUTES A VALID AND lEGALLY BINDING 
0811 GAil ON OF THE BORROVCR I N ACCORDANCE III Til 
ALL OF ITS HRIIS. 

--- A STATEHEHT SluNEC OY THE GOJ OFFICIAL 
SIGNIN~ THE LOAN AGREEMENT APPOINTING A 
NAMED PERSON OR ~ERSONS TO ACT AS AUTHORIZED 
REPRESENTATIVE lSI Of THE BORROII£R FOR PllRPOSE 
OF IHPLEHENTIN~ THE LOAN AND REPRESENTING AHD 
VARRANTIHG THAT SU~H PERSONS HAVE AUTHORITV TO 
SO ACT, TOGETHER WITK A $P~CIHEH SIGHAIUR£ OF 
EACH PERSON CERTifiED AS TO ITS AUTHENTICITY. 

--- EVIDEHCE THAT THE BORROWER IS IN SUBSTAN
TIAL COHPllANCE WITH THE CONDITIONS ANO-TERIIS 
OF ITS EFf UITH THE INTERNATIONAL MONETARY 
fUND AHO ITS STRUCTURAL AOJUSTHENT LO~N WITH 
THE IIORLC BANK. 

--- A LETTER FRON AN APPROPRIATE OFFICIAL 
STATING THAT, ~ITHIH 69 DAYS OF THE DATE OF 
SIGHING OF THIS AGREEMENT, THE GOJ WILL 
EXAMINE THE fEASIBILITY OF, MlO If FEASiBLE, 

IIlftGST 117194 lU Of U 190127% S4S1 983SU AIDSSIS 
UILL PROMULGATE II PLAN AND ALL NECESSARY 
R£GULATlONS TO AUTHORIZE CO~MERCIAL BANKS TO: 
!A) ACCEPT DE POS I TS OF F ORE I Gil EXCHANGE I H 
TItlE ACCOUNTS; '"~ TO PAY INTEREST Itl FOREIGN 
EXCHANGE ON SUCH ACCOUNT$ AT RATES DETERMINED 
BY THE eA'IKS; AND (C) TO REDEEIl SUCH ACCOUNTS 
I" \/HOLE OR IN PART, AT IIATURITY, IN T~[ 

CURRENCY I N WI! I CH TIlE OEPOS I TS UERE OR I G I II All Y 
DENOtlINATED. 

(4) COVEIIAllTS: THE SOhROUER \IlL. COVENANT 
10 THE EFFECT THAT: ~l USE OF AID AS'IS
lANCE IIILL BE IN A "MINt::: \/H I eH IIllL IIOT 
CAUSE INJURY OR THRfAT THERfOF fO THE PRODUC
TlOIt, MARKETING OR PRICING Of U.S. AGRICUL
TURAL conMODITIES OR PRODUCTS; WI TO £STAB
LI $11 1\ LOCAL CURREh Y SHCI AL ACCOUNT AT 1"[ 
BANI( or JAnAICA, UPON DISUURSE"£NT OF THE 
LOAH, IN AH AMOUNT EQUIVALENT TO THE LOAN 
PROCUDS, IIllleH AMOUNT SHALL DE USED FOR SUCH 
ACTIVITI£S AS MAY B~' A~REED UPON BETWEEN THE 
PARTIES; (e) TO ALLOCATE FORE IGN EXCHANGE 
FOR TIlE IMPORTATlOtl or SPARE PARTS, CAPITAL 
G90DS, AND I NOUSTR I ilL AND A~R I CUI TURAL INPUT 
FRon THE u.s. IN AN A~OUNT AT LEAST EaU:VALENT 
TO THE LOAN OVER A ONE-YEAR PERIOD; 
ID) THE GOJ AND USAIO/J WILL COHDUCT 

QuARTERLY REVIEWS Of PROGRESS UNDER THE 
1:01IDIT10"5 OF U.S., IMF, MID WORLD BA~K ASSIS
WleE; ([I ITS HINI~TRY OF FINANCE IILL 
FURIHSH mil-ANNUAL REPORTS CERTIFYING THAT 
THE LOAN-FUNDED I "PORTS. CAME FROM !HE U. S., 
INCLUOIHG THE NAMES OF THE SUPPLIER AND THE 
I"PORTING FIRIIS, AND GIVING THE OATES OF 
PURCHASE A~D A BRIEF DESCRIPTION OF THE GOODS 
IIIPORTED; If) ALL R(P:lRTS RElATING TO TIlE 
THREE PRIOR CASH TRANSFER/PROGRAM L~ANS DUE 
AT TIlE TIME OF 0 I SBliRSEHEN7 III Ll 8E SUO" I TTED 
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AIOAe 

FOR LAC/DR: R. IIHElDEN AND R. BURKE; GC/LAC: II. 11[ 10llAH 

[. O. 123U: NIA 
SUBJECT: I'AAO FOR ,. , £ II I SUP PLHIE IH AL LOAN, Ul'9006 

IN FORI1.AND SUBStt.HCE SATI~FACT()RY TO AID. 
(G) THE GOVERNIIE,n Will, \/111111i THREE 110NTHS 

OF THE DATE OF TH I S AGREE I1E NT, PRE PARE AN 
ACTION PROGRIIN FOR DIVESTI1EHT OF PUBLICLY 
O\lllED ENTERPRISES, LISTING BY HAilE THE EUHR
PftistS THE GOVERIIMEIIT II1LL SEEK TO DIVEST 011 
REASONABLE TERHS, IN EACH F I seAL YEAR FROI1 
1983-84 TO 19S~-86, TilE I1ECHANIS/I FOR ~CCOH

PLiSHIHG THE OlVESfHEHT, AND THE fORM OF THE 
OlV£STHEtn, (I. £. SALE OR HASt); (HI 

DUR I uti JrY 1983/84 THE GOVERNNEtn WILk EN
COURAGE AND ASS I ST THE TEAll OF TAX CO/lSUl TAim 
UNDER THE USAID/OOARD Of REVHIUE PROJECT, TO 
ESTABLISH CONTACT AND ENGAGE III CONSULTATIVE 
DISCUSSIONS IIITH KEY G.O.J. OFFICIALS AIID II1TH 
THE BROAD CROSS SECT I ON or ORGAN I lAT lOllS AltO 
ASSOCIATIONS REPRESEHTITIVE OF TIlE PUOL Ie AT 
L~RGE, AND THE PRIVATE SECTt'R III PARflCULAR; 
UI THE GOV£ANtl[NT OF JAMAICA 1I1Ll PROVIDE 

U5AID/JAHAICA, ON A ROUTINE OASIS, DATA AND 
OOCUI1EHTS RElEVA~T TO BORRoweR'S REQUEST FOR 
ASS ISTANCE AND TO PROGRESS UNDER COHO I T lOllS 
OF IIIF AND lORD ASS I ST ANCE. nHE SE OAT A P~D 
OOCUtlENTS IHCLUDE, BUT ARE HOT LIMITED TO: 
DETAILED BALANCE Of PAYMEHTS DATA AND 
PROJECT IONS; PUOll C SECTOR SUoGET REeE I PTS 
"ND OUTlAYS AND PROJ[CiION~ (ANNUALLY AHD A$ 
REVISIONS AR( tlAOr.); CA8L[ DATA 'UASUAIIT TO 
THE £FF III TH THE IHF (WEEKLY); NAT 10NA~ 
ACCOUNTS PROJECTIONS ANO SPECIAL STUDIES; ALL 
DATA AND DOCUHENTS PREPARED FOR COHSUI. TAl I OtiS 
A~O REVIEIIS OF PeR'ORI1ANCE UNDER I/lf Al40 IBRO 
I'ROGRAHS III JAIIAICA'. ' THIS OOCUH[NTATIOIt 
SHALL B£ DEl I VEREO TO: 

THE SEIiIOR ECONOtllC ADVISfin 
USAIO/JAMI CA 
AHER I CAli E "SASSY 
IIUTUAl LIFE BUILDIHG 
2 OXFORD ROAD 
KINGSTON 5 

WI I(ITHIII 91l DAYS or THIS AuREEHEUT, THE 
:. GOVERNMENT- OF JAMAICA \llll PRESENT TO USAIOI 

JAMaiCA A SUtll1ARY or ACTIOIIS PROPOSED TO 
INCREASE COIIPETITIOH (II AREAS or ACTIVITV IN 

KINGST 112104 O~ Of I~ IDllllH ~49' 063919 AIO~H6 
\III leM [lIDS AND JCTC ARE NOli [NGAGED; 
110 IIITHIN 129 DAYS OF THI~ AGRHtlENT THE 

GOV[RNIUHT Of JAMAICA \lILl PA[S£l1T TO U~AID 
A R!VUII Of 'HI ROLlS, R'~'OliliBIL lilts AND 
,nACTICES Of pueLic SECTOR AG[NCI[S INVOLVEO 
Iii tflVESHIEIH PROnOTlON. WITHIN 90 DAn OF 
SUBMISSION OF TIlE REVIEII, AN ACTIO~ PLAN TO 
SIMPllrY, CONSOL IDATE, AND CC,ORDIHATE THE 
ELEI'IF.NTS OF THE INVESTMENT PROHOT ION FUNCTION 
Vill BE COltPL£TED. THIS PLA~ II1Ll BE IHPlE-
I1ENTED NOT LATER THAN HAReM 31, 1984. 

ttl, WAIVERS: 110 WAIYERS ARE REQUIIIED. 

'11. ECONDHIC AIIAlYSIS: 

A. ""PODUCTIOti AND SUl1nARY; 

'HE JAnAICAH fCOI/OIIY, liKE TltE [COHOMI£S OF /lOST OF 
T"E snAL Llfl COUNTH I £ S OF T .~£ 11£ STt NN HEll I SPHERE, IS 
I/lPORiAHTLV INflUENCED OY ~&oNOI1IC CONDITIONS III TH[ 
DEVlLOPEO tIATIOUS. WHEN IHE DEVELOPED [COtiOHIES PERFOAn 
VlLl, AS III TilE NIN[TEEN SIXTIES, JAHAICA'S [COIlOMY ALSO 
PERFORMS IlElL. IIII£N THE PACE Of THOS~ ECONOIIIES !:lOIlS, 
AS III THE NIlIElEtH SEVENTIES, THE JAMAIC"" ECONOMY ALSO 
SLOIIS. IN A DROAO OUALITATIVE SENSE, THEREFORE, THE 
[CONOIIIES OF JAtlAICA AND or THE ADVAHCED ItlDUSTRIAL 
NATIOUS IIIJVE III TANOEn. tlOREoVER , IT IS CLEAR THAT lH£ 
lCONOlIlC CONDITIONS THAT IIIFLUEHCE IHEM 80TH, ORIGINATE 
OUTSIDE or JAtiAICA. THEY ARE, THERHORE, BEYOND illl 
CONTROL OF JAtIAICAIl £CONOtlIC POLICY. 

IN SPIT[ OF THE JMAICAN ECONOIIY'S : 'JSCEPTIBIlIlY 
TO EXTERIIM Slloe~s, THE FO~11 AND THE IIAGHITUDE OF ITS 
RESPONSES TO CHANGE S I H [XTERNAL CONO I Ti (INS CAN BE 
IIIFLUEItCED IIY DOtl[STIC ECONOl11C POLICY. 

III TilE AUIILYSIS TIlAT FOLLOIIS, liE HAVE UNDERTAKEH 10 
SHARAn THE INFLUEtiCE OF EXTfRHAL t:VEtITS, FROti THAT 0, 

1 

I 
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AloAC 

fOR LAC/D~: R. \/lIELDEN 10110 R. BURKE; G(;/LAC: R. '11£ IGHAtl 

E.O. 12356: ~/A 

SUBJECT: PAAO FOR P & E III SUPPlEIiENTAL LOAN, ~32·0S96 

NATIONAL ECONONIC POLICY. WE CONCLUDE THAT THE OISAp· 
rOIHTIHG PERFORMANCE OF THE JAMAICAN ECONOMY IN 1982 IS 
ATTRIBUTABLE, IN THE fiRST INSTANCE, TO THE SEVERELY 
DEPRESSED CONDITIONS IN TH, WORLD ~ARKEY fOR BAUXITE 
AND ALUMINA. NEVERTHELESS, PUBLIC ECONOMIC POLICY IS 
DEEMED TO HAVE CONTRIBUTED IN TWO VAYS TO THE nAGNITUDE 
OF THE CONSEQU(lICES OF THE DRAMATIC DECllHE IN fOREIGN 
EXCHANGE EARNINGS IN THIS SECTOR. FIRST, T~E PACE OF 
REMOVAL OF POlICY'REltTED STRUCTURAL OBSTRU.fIONS TO 
PRIVATE INVESTMENT A~O PRODUCTION HAS OEfN IHORDIN~TELY 

SLOW. stCONO, A DEARTH OF COtlTlNGEllCY PlANlliNG FOR 
DEAL I NG III TN ADVERSE EXTERNAL COIID I T IONS HAS HE:;UL TEO 
IN OIVERSIOtl Of THE ATTENTION OF KEY ECONOHIC POLICY 
OFFICIALS FROM MEDIUM AND LONG·TERM GROWTH OBJ~CTIVES 

TO nANAGEMENT OF RECUR~E"T IMMEDIATE CRISES. 

TIIESE JUDGEHEtlTS, HOWEVER, ARE OF A PUREL Y ECONOH I C 
~HARACTER, AND ARE BASED PARTIALLY 0" HIND-SIGHT. THEY 
00 HOT OVER-SHADOII, IN OUR OPINIOH, THE MAJOR POSITIVE 
STEPS THAT HAVE BEEH TAKEN 8Y THE SEAGA GOVERNMENT 
TOIIARD soulm fiSCAL AHD MONETARY MANAGEHENT, ENCOURAG I NG 
EXPANDED PARTICIP~TION OF TH£ PRIVATE SECTOR IN THE 
ECONOMIC LIFE OF THE NATION, AND RESTORING CONFIDENCE 
IN THE FUTURE OF JAMAICA BOTH AT HOME AND ABRrAO. 
RATHER, THEY REFLECT OUR PER~EPTION OF PROBLEMS THAi 
"UST BE ADDRESSED, ON A PRIORITY BASIS, IF iKE RECOVERY 
rROGPAH IS TO BE SUPTAIHED AND THE ECONOHY IS TO BE 
POISED TO RESPOND VIGOROUSLY AS WORLD ECONOMIC 
CONDITIONS IMPROVE. 

ACCORD I HOLY, WE [.WORSE AIIO RECOl1hfND APPROVAL OF 
THE GOVERNMENT OF JAMAICA'S REQUEST FOR A '2~ MILLION 
SUPPLEMENT TO ITS FY 1983 ESF LOAH, PRODUCTION AND 
EMPLOYHENT LOAH III (P & rill). 

I. RECENT ECONOMIC PERFORMANCE: 

AS WE HAVE REPORTED PREVIOUSLY, THE ECOHOI1.1C RECOil' 
ERY THAT BEGAN IN 1981, STAllED IN 1982. THE GROIITH OF 
PRODUCTION HAS BARELY HATCHED THE GROIITH OF POPULATION, 
VHEN 19&1 AND 1982 ARE TAKEN TOGETHER. THE UNEMPLOY' 
MENT RATE IS BACK TO ITS 1989 LEVEL OF 27 PERCENT. 
EXPORT EXPANSION HAS LAGGED. THE MONETARY AND rlSCAL 
DISCIPLINE THAT CHARACTERIZED 1981 HAS 8EEN RELAXED, AT 
LEAST HOI1EHYARllY. REALISTICALLY, THE RECOVE~Y PROGRAI1 
1$ TWO YEARS DEHIlIO SCHEDULE. IN ADDITION TO, AND 

MINGST 92194 86 or 1~ 1901432 ~~2~ 

LARGELY DECAUS£ OF, THE POOR PE~rORMANCE or tHE REAL 
ECONOHIC IIAGNITUOES, THE GOVERNMENT FlNOS ITSHF IN 
SER I OUS JEOPARD'y OF F II ILItIG TO KEET AT LEA~T ONE OF 7H[ 
YUH-END OUAllTlTATIVE PERfORMANCE TARGETS UNOER ITS EFf 
AGREEMENT IIIT~ THE INTERNATIONAL KONETARY FUND. 

THESE PERFORIIANCE TARGETS OF THE G.O.J. ~~E BAS:O 
0" A SET or SiX-YEAR ECONOMIC PROJECTIONS. EXTERNAL 
FACTORS, PARTI CUl ARL Y THE \lORL D MARKET FOR BAUX I TE AlIO 
ALUIlINA, WERE EXPECTED TO SUPPORT A STEADY GROUTH OF 
EXl'ORT EARlliNGS THROUGH THE PERIOD OF THE ECONOMIC 
RECOVERY PROGltAl1 MID BEYOND. BAUXITE AND AlUHlliA 
EXPORTS litRE EXPECTED TO REACIi S2.6 BILLION FROM 1981 
THflOUGIi 1983, ACCOUNT I NG FOR 79 PERCENT OF PROJECTED 
COllnOD lTV EXPORTS, AUD 49 PERCENT OF PROJECTED 
'CO~MDDITY IMPORTS. 

THE ACTUAl RESULTS ~tRE or COURSE fAR DIFFERENT FROM 
THOS£ PROJECTED. THE TABLE BElO~ SHOWS PROJECTED ~XPORT 
GROWTII FOil 1981 THROUGH 1983, AlID ACTUAL RESULTS FOR 1981 
Alll) un. 

GROWTH or ExPORT EARNINGS 

1981 1982 

PIlOJECTEO ACTUAL PROJECTED ACTUAL PROJE 
~'RCEN1AG[ CHANG! fRon PREVIOUS YEAR) 

TOTAL C:lOOS U.S 1.2 12.7 ·2~. 1 13. 
• OAUXIT£I 
• A~U"'IlA 1$.4 3.3 8.S '26.5 11. 
• SU\iAR 25.9 -15. II 26.11 2.6 9. 
- IlAIlAlIAS 7~.fJ ·S8.1 33.8 86. I 17, 
e OTHER 14.7 - 4. I 2B. (J 17.7 19. 

SOURCE: BANK OF JAnAICA 

PRELIMINARY ESTIMATES SHOW 1982 BAUXiTE AND ALUHlhA 
EXPORTS TO HIIVE REACHED OIILY USU8l.4 IIllLlO", 56 PERmn 
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AIOAe 

FOR LAC/OR: R. IIHElOEN AND R. BURKE; GC/LAC: R. M£IGHAII 

E.O. 123H: ilIA 
SUBJECT: PAllO FOR P t [ III SUPPLEMENTAL LOAN, ;32-9996 

OF THE PROJECTED L[VEl O~ IIHICH THE PROGRAM \lAS BASED. 

fOREIGN EXCHANGE EARNINGS FROM BAUXITE AII~ ALUMINA 
EXPORTS REPRESENTED IS Of GOP III 19&1. AfTER ALlOllltlG 
FOR THE COST Of IMPORTED INPUTS, BAUXITE AUD ALUMINA 
EXPORTS STILL ACCOUIH FOR OVE" 7 PERCENT Of GOP. IT IS 
CLEAR, TH£REFORE, TI'AT THE om IIIE OF DEHAUD I N THE 
\/ORLD MARKET FOR BAUXITE AND ALUMI!!A COUSTITUTED A 
SEVERE SHOCK TO THE JAMAICAN ECOUOMY. 

NOMIIIAL GOP IN 1982 IS NOli ESTIIIAIED TO HAVE REACHED 
ONLY 81 PERCENT OF THE lEVEL ANflCIPATED III THE PROJEC
TlOIiS UPON lIHleN TH, TARGETS OF THE ECUOMIC RECOVERY 
PRO~RAM litRE BASED. REAL GOP, ON THE OTHER HAllO, IS 
ESTIMATED BY THE NATIONAL PLAIIIIIN~ AGE Ncr TO HAVE 
INCREAS£O SUFFICIEIITLY IN 19~1 AND 1982 TO BE IIITHIN 
fiVE PERCENTAGE POIlITS Of THE LEVEl AIIT:CIPATED III THE 
PROGRAM FOR 1982. 

THE FOREGOING DATA REPRESEIIT ~ATHER ROUGH £STIMATES, 
AND THE OUALITY OF DAlj IN JIMAICA DOES 1I0T IIARRAIIT 
GREAT COllflOEIiCE IN THE ABSOLUTE HAGHITUDES. !!EVERTHE-
LESS, THE DIRECTIOIIS Of CHAIIGE Arm THE RElATiVE VALUES 
OF THE VARIABLES CIlEO SEEH CREDIBLE. THERr IS CERTAINL 
ROOM FOR DISAGREEMEIIT IIITH MbNY OF THE POLICY CHOICES 
THE GOJ HAS IlADE, MID IriDEEO liE HAVE EXPRESSED OUR OIS' 
MREEMElIT IIITH HAllY or THEN. IIEVERTHELE'jS. IIHEN JAI1AICA 
ECONOMIC PERFORMAIIC[ IS O.AIIINED III litE COJlT£XT Of IIORLD 
ECOitOMIC CONDITIOIIS III 1982, 11 MUST BE COIlCEOEO THAT 
THE RESULTS COULD EASilY HAVE BEEN WORSE THAN THtY HAVE 
BEEN. 

fOLLOlIlUG BAUXITE AIID ALUMINA III IMPORTAUCE AS A 
FORE I Gil EXCHANGE EARliER, IS TCURISM. lHE REBOUIID Of TH[ 
TOURIST SECTOR HAS lilT IGATEO TO SOllE DEGRlE THi IMPACT 
Of THE BAUXITE/ALUIIIIIA CO~TRACTIOII. FOREIGN EXCHAIIGE 
EARNINGS FROM THIS $[CTOR HAVE It! FACT EXC[[DEO THE 
LEV£LS ANTICIPATED IJI PLAUIIIIIG THE ECOIIOIIIC REcovrir 
PROGrtMt ro~ 1982, IIET fOREIGIi TRAVEl EARNIIIGS ARE 
ESTIMATED AT U~B43 II.1LL !Otl, IIHICH, AT IHE orr ICIAL 
RATE or EXCHAI/GE, I. II PERCE/IT or GOP. THIS EXCEEDS 
THE EARLY PROGRAM PROJECT lOllS BY OIlE THIRD. 

rOREIGN ASSISTAIIC[ HAS, Of COUR~E, FlOIIEO INTO 
JAMAICA AT AN EPRAOROINARY RATE lit TIlE PAST TIIO HARS. 
THEqE CAN BE NO DOUOT THAT THESE R[~OURCES HAVE AB~ORnFn 

I NG.OM ING 
TELEGRAM 

KIIIG~I OH04 01 0/ I~ IUOI~II ~~41 U~4UO) AIU~',S1 

NIlCH or 1111 ',HO('~ 01 lilE UII'~I :~(O to1lUll101i~ IN fliE 
GAil'! 1£/111 11M 11111 Ii~RKI I. HI vi ~fllll I ~'" fOliE I/,I! A'.~I~· 

IAlitl \I~~ AllflCI~hUIJ IN I'HI~"RINI, IIiE f'!I()JltTIOIiS. 
COW,(I./UllIllt fllf ~AII~IIE AIIO I,LUMIIIA ~HORI·rAlIS, 
10IJRI~" 1I0TUITH~ThIlUIIi~, RE~UlT[O IN A ~IGNlrICAJIT 
SHORTAGE OF FORE I~II EKtltRNL[ HE:OURCIS REI AliVE 10 LEvEL 
ANTICIPAT£O O"RIIiG OI~CU~~IOII~ lEADING TO TH[ :iElECTlON 
OF THE RECOV[RY 'RO~RAII'~ aU~IITITATIV[ P[RfORMANCE 

T AR~£TS. 

~IVEN THE GOJ'S POliCY or AOHERIIiG 10 A rlXED 
10YER'YALUEDI EXCHAIIGE RATE FOR MOST TRAII~AClIOIlS, AND 

THE IMPORT LEVELS PROJECTED ~: ES~ENTIAL TO THE ECOIIOMIC 
RECOVERY PROGRAM, IT liAS INEVITABLE THAT THE HCES: 
DE MAllO FOR FORE I liN EXCHAItGE IIOULO BECOME MORE SEVERE 
DURING 1982. THIS IlIlE~SIFYIIiG OI:;EOUIL IORIUtI liAS THE 
MAHIFESTATION OF TilE ULTIMATELY INESCAPABLE REALITy IHAT 
'H£ 1I0~lD \lIDE REDUCTIOII IN THE D£MAIIO fOR 8AUXITE AND 
AlU~IIIA REDUCED JAIlAICA'S AGGREGATE R[Al IlEAL Til, AIID 
HEliCE liS COHHAND ovER REAL GOODS AIIO SERVICES. IT \lAS 

THE GOVERlltlEHT' ~ ATTEMPTS TO ~[JlL IIITH THE [XIGOICIES OF 
THIS REALITY, OR PERHAPS TO rOSTPOI/[ DEAL ING 111111 THEH, 
THAT HAVE BEEN SHII AS DEPARTURES FRO; filE POLICIES 
DIRECTED 10UARD PRIVATE SECTOR LEO, EXPORT ORIENTED, 
LONG-lEAH GqOIlTIl. THE FOCU~ Of POLICY C~ANGEO OURIIiG 
1982 FRON THE tI/INAGEI1WT Of OIl'TRACK, STRONG, PI)SITIVE 
REAL ('ROIITN TO THE I1AIIAG01EIII Of SERIOUS SHORT'fALl: 0' 

RESOURCE AVAllAOIL IllES. TO HIGHLIGHT THE RELATlOIiSHIP 
BEI\lfiN ECONOMIC PERfORMANCE AHO ECOHOMIC POL ICY, THIS 
REVIE\I OF THE JAMAICAII ECONOMV IS OR6ANIZEO UHDER TH£ 
PRINtlPAL CATEGORIES or PUBLIC ECONOMIC POLICY. 

I. FOREIGN lRA~E AHD PAYMENTS. 

lHE GOJ ECONOMIC RECOVERY rROGRt" IIITICIPA1£D 
FOREIG~ EXCHANGE IIIfLOIiS III fy 1982183 IAPRIL I, 1982 
HARCH 31, 19831 Of US11. 18 BilL ION. THIS liAS EXPEC1[0 
TO rl~ANCE HERCIIAIIDISE IMPORTS Of 11. 73 BILI.IOH AIIO TO 
PROVIDE A 110DEST IIICREMEIIT TO INTERHATiOIlAL RESfRVES. 
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AID~C 

FOR LAC/DR: R. \/HELDEN AIID R. BURKE l GC/U\C: R. tiE IGHAfi 

E.~ 12356: H/A 
SUBJECT: PAAO FOR P & E III SUPPLEM£NTAL LOAH, 532-8896 

THE LATEST BANK OF JAMAICA E~TI"ATES ~EBRUARY 3, 1983) 
ARE THAT EXPORTS AND CAPITAL INFLOIIS IIILl REACH ONLY 
51.33 BILL ION, AND MERCHANDISE IMPORTS \lILl BE Sl.37 
BILLION, REQUIRING A FURTHER REDUCTION IN INTERHATIONAL 
RESERVES. THUS THE SHORT-FALL (4~O MILL 1011) EXCEEDS 
THE CUT-BACKS IN IIIPORlS (S369 MILL lOtH . THIS ILL~S· 

TRATtS THE DILEMMA rHE GOVERNMEHT HAS HAD TO FACE IN 
·TUE PRESENT VEAR. 

'"PORTS or RAil MATERIALS, SPARE PARH, AND CAPITAL 
EQUIPHEIIT ARE CRITICAL TO THE ECO"O~IC RECOVERV' 
PROGR'H. IMPORTS OF BASIC CONSUMtR GOODS ARE ~. ESSEN
!IAL PART OF THE GOVERNMENT'S ANTI-INFLATION PROGRAM. 
HOR[OVER, THE PRESENT GOVERNMENT'S POPULAR SUPPORT IS 
ATTP.IBUTABLE IN LARGE MEASURE TO PRI~E HINISTER SEAGA'S 
COMHITMENT TO ·pur GOaDS BACK 0/1 THE SHELVES·. FINALLY, 
THE GOVERNI1EtlT SOUGHT TO SHIELD, TO THE GREATEST £XTENi 

-·POSSIBLE IIITHIII ITS OVER-ALL GOALS, THE '"PECUIlIOUS 
'MAJORITY OF THE POPULATION, IIHO LIVE AT OR NEAR 
·SUBSISTENCE LEVELS ALREAOV. THUS, THERE ARE A MYRIAD 
OF POLITICAL. SOCIAL, AND ECOHOMIC CONSIDERATIONS THAT 

·EHTER INTO OECISIONS THAT OETERNINE HOIl THE BURDEN WILL 
'BE SHARED AIIONG SECTORS OF THE (COIWHY. 

• 'THE BANK OF JAMAICA'S ESTIMATE OF THE FUNCTIONAL 
'DISTRIBUTION OF FY 1982/83 IMPORTS IS AS FOLLOIIS: 

:CONSUHER GOODS 
~,,~ MATERIALS 
¥UEL 
·CAI' I TAL GOODS 

'TOTAL 

HIL USS 

221 
41ll 
430 
316 

1,378 . 

PERCENT OF TOTAL 

16 
29 
31 
23 

99 

iHE GOVERNMENT'S APPROACH TO RATIONING FOREIGN EXCH
ANGE HAS GEEN I>. COMBINATION OF PLANNING AND REGULATION 
ON ONE HAND, AND ALLOWING MARKET RATIONING ON TIlE OTiIER. 
PRINCIPAL FOREIGN ASSISTANCE CONORS (IMF, IBRO, AND Aim 
HAVE FEL T THAT PLANNING AND REG~lATORV APPROACHES HAVE 
BEEN RELIED UPON EXCESSIVELV, IHE UNEXPECTED SHORI
FALLS OF 19&2 ELICITED A FURTHER RETREAT FROM RELIANCE 
ON MARKET FORCES. IN A~ EFFORT TO ASSURE T~AT THE 
BURDEN or THE ItlCREASED SHORTAGE DID NOT FALL TOO 
HEAVILV UPON IMPORTS OF PRODUCTIVE 'NPUTS, OR BASIC 

KINGST 82104 SS OF 15 IOB20~Z $696 984087 AID~~79 

CONSUIlE R Goons SUCH AS F ODD AND MED I C I ~£, THE GOVE"'l-
"[NT UNDERTOOK MEASURES OF DIRECT CONTROL THROUGH HORE 
RESTRICTIVE IMPORT LICENSING PROCEOURES AND TOUGHER 
[~FORCE"EHT OF IMPORT RESTRICTIONS AND £XCHAU~E 
CONTROLS. FOREIGN OE9T SERVICE AND IMPORTS fOR THE 
PUBLIC SECTOI! II£RE GIVEN FIRST CLAIM ON FOREIGN EXCHANGE 
RESOURCES, TO THE DETRIMENT OF PRIVATE PRODUCERS. 
LITTLE CONFIDENCE liAS DISPLAYED BY THE GOVERNMENT IN 
PRIVAU MARKET FORCES TO INDUCE CUTBACKS THAT CONfORHED 
TO THE GOVERHHENT'S PRIORITIES. 

THE REGULATORY APPROACH liAS PROBABLY IIORE OR LESS 
SUCCESSFUL III INFLUENCING THE RELftT I VE DEGREES OF 
SHORT-TERM RETRENCHMENT AMONG THE BROAD ECONOIIIC 
CATEGORIES or PUBLIC VIS-A-VIS PRIVATE SECTORS, 
CONSUMER GOODS VIS-A-VIS PRODUCER GOODS, AND 6~SIC 

CONSUMER GOOIlS V I S-A-V IS L UXUR I [S. HOII£VER, HE I THER 
THE QUALITY OF DATA AVAILABLE NOR THE ANAlYTICAl 
CAPABILITY OF [COHOHIC PLANNING ENTITIES IS CONSIDERED 
UP TO THE TASK OF ALLOCATING RESOURCES WITHIN THESE 
CATEGORIES IIITH GREATER EH.LCIEHCY TlIM 1I0ULD BE 
ACHIEVED THRDUGH BROADER APPLICATION OF MARKET TESTS. 
ThiS HAS B££II, AND REMAINS, OUR PRltlCIPAL C.RITICISH OF 
PUBLIC fCONOlliC POL ICY. 

IN ADDITION TO TIlE AllOCATION PROBWI REFERRED TO 
ADOV£, THE GOVERNIIElll' S AP?ROACH TO nANAGEMENT OF THE 
rOR£IGN (XCH~NGE SHORTAGE ESSENTIALLV TAKES THE SIZE OF 
THE EXPECTEO SHORTAGE AS A GIVEN. UNTIL IHPLEflEHTATIOH 
DY T~E GOVERNMENT ON JANUARV 10, 1983, OF THE EXPORT 
IIlCEIHIVES SCHEtlE, INCLUDING .TlfE BROAOENltlG AND ItISTI
TUTlOIIALIZATION OF THE PARALLEl FOREIGN EXCHAIlGE MARKET, 
HO SIGNIF ICAIIT rOLICY HEASURESJERE DIRECTEO TOIIARD THE 
ATTRACTION OF ADOlrlONAL FOREIGN EXCHANGE INFLOWS. 
frWO SUCH IIEASURES HAVE NOli BEEN ACCEPTED AS CONDITIONS 
OF THIS 'ROPOSED SUPPLEMENT TO P & E 1111. 

~HE IMPLEMENTATION OF THE EXPORT INCENTIVES SCHEME 
REPRESENTED A IIAJnR QUALITATIVE CHANGE IN PUBLIC POLICV 
'" THE FOREIGN SEeIOR. IT PROVIDED SIGNIFICANT 
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AIDAC 

FOR lAC/DR ; R. IIHElDElI AIIO R. BURKE; GC/lAC: R. MEIGHAN 

E. O. 123~6 : NIA 
SUBJECT ; PAIID rOR P ~ E III SUPPLEMENTAl 10AII, 532'0896 

PECUHIARY IIICEIIIIVES TO EXPORTERS, AHO IS AT1RA~TlliG 

APPROXIMATELY U£1~ MllLIOU PER VEEK IIITO l HE COMMERCIAL 
BAtiKS. SOME OF TH I S REPRE SEIITS rUllos THAT \/OUl D OTHER
IIISE HAVE FlOIIEO IIHO THE BAliK OF JAl1AICA AND HEliCE TO 
THE OHICIAL FOR~I{J/I EXCHANCE BUD(,El. IIEV[RTH£lESS, 
IT IS ALSO CLE~R THAT SOME or THESE INFLOWS HAVE COHE 
I~TO THE B~~KING SYSTE~ FROM THE :STREET" MARKET, AND 
SOME UllDOUBHOl Y f-EPRESOIT NET IIICREMEIlIS 10 rORE IGN 
[XCHA~C.£ . THE ('OVER~I1EtIT EXPECTS rORE I('N [XCHAN(,E 
INfLOIIS TO REACH SI9 MILLION WEEKLY oURllIG 1983 " AS 
A R(.~UL T Of ITS INflUEIiCE 011 !1~IWfACTURING EXPORTS, THIS 
SYSTEH IS EXPECTED BY THE BAliK OF JAMAICA TO BOOST Gbp 
BY A LllTLE OVER OIlE PERC:"T III CAllHDAR 1983 AND rl'~AL 
YEAR 1983/84 . 

AS IIOTED ABOVE, TH[ EXPORT IIICENTIVES S{.HEME I. A 
MAJOR OUAIITATIVE CHANGE IN POL ICY . iHI ron~ III VHICH 
THE SCHEHE liAS ~OOPTED, IIOIIEVER, GAY[ IT APPRECIA8LY 
NARROWLR S~OP[ lHAN liAS AIITlCI~IIT£D III EARLY OISCUS, 
SIONS . ONlY IIOII-TRAOITIOIIAL "EXPORTERS 1I111 HAVE 
SIGNlr ICAIIT ACCESS TO ITS ItlCEIIT I VES . THIS l"elUOES 
OlllY 7 PERCEUT Of ESTIMATED 1983/84 MERCHAIIDISE 
EXPORIS . III THE TOURIST SECTOR, oln Y )4 PfRCEilT or 
HET rOREIGII EXCHAN(,E [ARNINGS ARE EXPECTED TO flOV 
THROUG~ THE PARALLEL MARKET. 

ON lHE IMPORT SIDE, THREE FOURTHS or C. U . IMPORTS 
ARE ST ILL TO BE f IIIAIiCEO THRnUGH iHE orr ICIAL FORE I Gil 
EXCHANGE BUDGET, Al THE OH ICIAl RATE or EXCKAUG£. THE 
PARALLEL HARKET RAIE AT COMMERCIAL BAIIKS HA~ RA~GED 

SETIICElI 35 PENC£NT AtID 69 P£RCEHT ~80VE THE orr I CIAl 
RATE. lIT IS ll~ElY TO ~ETTL£, III OUR [SIIMAlIOI/, 
CLOS~R TO THE LOIIER BOUIIO Of I.tI\! RQIIGE THAtl TO THE 
UPPER OOUIIOI . COII~[()U[IITl '( THE VeRY ~IGlllf ICAIIT ~EGM[IIT 

or THE [Xr OHT IIiDUSTRV THAT HA:; THU~ IAR CUN EXCIUDC!) 
FROH THE P[(.UI/IARV 1II('["TIVr~ Of 1H( 11[11 :;V'1(II, I:; 
LEF: AI A VERY SIGIII/ICAIII DI.AOVAHTAGE . TO II/CLUOE 
TH£I1, HOI/EVER, IIOULD REDUCE THE AVAILABilITY Of THE 
SUBSIDIZED rOREIGN IXCHANGE Of THE orrlCIAl BUDGET, 
AIID 1I0UlO TIIERUORE RCOUIRE IIICR£ASE~ Itl PRICES TO 
COIISUHER:; OF THE 5Ue:;IDIZED GOOO:;, AEDUCIIO" :; IN IH[ 
PROf liS Of IMreRTER:; IPRIMARIlY THE ('OVERtlll[HT IT:;EL", 
~. /IO/OR IIICRIA:I!O GOV[R/IHC"T ,UO:;IOI(, III fACT, " 
IIOUID Br II tiEl V 10 IIIVOL V[ A COIIO I HA II ON or I H!'! IIIR[[ 
RESULTS . [ACK I:; UNPAIATABL[ TO TH[ GOV[RIIM!NI 011 
SOCIAL, POllIl(.AL OR [COIIOI1IC GROUIIO, . AN IMrORI,lNI 

INCOMING 
TELEGRf,M 

KIII"·.1 011114 O~ 01 I~ 1"0/011 ~L(ja O~40U& AIII~!kO 

PARlOr U'; AllJlJilHhICn" ~ POI ltv 01111 D~IJI \/1111 Ilil ('QJ, 

IS OUIf rl1l·III1 ~ I·. Oil 1111 HI Cl ~~IIY 01 ~CCII'IIIII, ~OME or 
lH£.[ COII",I'jII[lIr.I~, ·Ok Ollllltll, 1/1111 IHIII 1ft 1\ UlfrlNI'!1 
IIAY, Ir LOII,,'-; I~M, ~U ~ IA"1f 0, [COIIOHIC "HOII'" I~ TO UE 
ACIIIIVCO . III 1J1t~ING 1111:; COUII:;£, HOVrV[R, I r I~ 

EOUALIY IlIrOUTA~T THAI liE rXHI91T OUH R(ADIHr~~ TO 
ASSI~T TH[ C,OJ IN AO:OIIOIII(, lH£ CO~T~ OF TH[ AUJU5TtlCliT. 

A SUIIMARY Of BhNK or JAMAICA ESTIMAT[~ or THE DISTRI
DUIIO/l or DAlAHCC or PAYHE~T: CARNIN(,:; AHO EAPEHOITURES , 
rOR 198~/83 AIIO 1983/84 I~ PR(:;clllrO SHOll. 

19b~/81 II 1983/84 

orrlc- PARAl' 11011- orflC- PIIRAL· NO~' 

I AL L £l MARKU I AL l £l HARKE 
(1\IlLIO~S OF U~Sl 

CURRENT 
ACCOUrlT 

EXPORTS 
2) 

• TRADIT . 
- tlON-

'219 

219 

- TRAD.! T. 76 
- TRAVEl III£Tl 199 

IMPORIS lefF) '824 

- MERCHANDISE '~43 

- HOH-TRAVEL 
SlRVICES '189 

TRANSFERS IIlE Tl • 

CAP IT Al Act' T. I 76 

DOIIO~ COUNTRIES 16G 
MULTI-LATERALS 3S 
COI1H£RC I Al DilKS. S Il 

113 

IS9 

" 
31 

12& 

'187 

-289 

13 

141 

'113 

o 
o 
(I 

-263 

371 

271 

SO 
21! 

331 127 

S69 186 

276 9 

!I !I ~4 

238 132 

'631 '87S -236 

-627 

263 

106 

23 
o 

-S3S -2SI 

-349 IS 

• 2S 177 

391 '127 

162 71 
70 IJ 
99 9 

'293 

394 

2GI 

199 
24 

-6H 

• III 

• 13 

293 

114 

4~ 

o 
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RE -F I IIAI1C I NG 

- TRINIDAD 

- t. TO~AGO 30 B 41 9 

- VENEZUELA 3~ 9 a e e " - BAUX lYE 
(SPE C 14Ll 31 103 B - 19 - 39 B 34 

- OFFIC.D'BT 
PAYMEllIS -197 " e -236 B e 

- PRIVT.CAPII. -103 -113 88 - 77 -IS8 - 18 

- O,lHER 57 e 6~ 2$ 

- BOJ PURCHASE 

- Oil PARALL EL 
MARKET e 3el 

OVER-ALL 
-103 60 BAl ~lICE 

SOURCE: BAIlK Of JAMAICA, fEBRUAIlY 3, 19D3. 

e 

9 

NOTES: II IUCLUOES BAR1'ER, BAUXITE AHD AlUMI:IA 
STOCKPilE PURCHASES, AllO 1~-KlllO OR 

TIED fOREIGfi CREDln. 

2) BAUXITE, ALUMIIIA, SUGAR AND BANANAS. 

31 PRINCIPALLY BAUXITE LEVY PRE-PAYMElll 

OPERATIONS. 

AT THE TIME OF lHE FIRST QllARlERLY REVIEII 
(tEBRUARY 24, IQS31 PUP~UANf TO THE TERMS or P ~ E Iii, 

NEI DOMESTIC AS~£T:; Of lHE BAliK Of JAMAICA, IIEI 0011[,
llC CREDIT TO THE PUBLIC $[C10R, AIIO 11£1 IIIHRI!AT IOIiAL 
LIABlLlllES liiRE ALL III [xCE~S Of TH[ PRO(jRAN TAR6[TS. 

IT IS REA50llADLY LIKElY THAT THE FIRSI 1110 CAli BE 

BROU(jHT TO IIITIlIN lHE TARGET LEV[LS BY HARCH JI, THE 
E"~ Of lHE srCOIiD YLAR Of THE rrr. IIET ItlHR"AT IOliAL 

LIABlllllES, HOI/EVER, MAY REtlA"1 1160vr TilE TAR6E! 
lEVfl or U~I~I) MILIiOII. Oli JIIIIIIARY 19, IQr,J, Till:; 

ACCOUIIl IIIIS AI U~1~99 11ILli011. TlIERl '<RE ~OME 

rOSSIBI~ IT IES fOR ORIO(jI"~ ARRAII6EMlIII~ IIIIH 60VER"-
11[111S \/HO 11010 ~HORT-T[RI1 ClAIH~ AGAIII:;l JAMAICII. 

HOlliVER, THI~ IIOUiD IIIVOLV( L00611/6 OJ ~HORr-llRM 

DEPOSIT:; IIIIH IHE BAII~ or JAI1(lICII, OR IIEGOTIAIIOII. 10 

HHIIO THE l1~lURI1IE~ or CLAIMS 8[Y01I0 TilE HRN or 
I1AllIPIIIE:; THAI ARE INCLUDED III THE TIIR6(T GElLING. 

IN lHE SUO:'TAIITIV( sum, THEREfORE, lHE lARGO IS 

I N~IjM I NIJ 
TELEGnJ\M 

"'''G~I OJlU4 10 II! ,~ 10~Jl4I ~"A/ 

Ih(UI 10 III L!LIlOrU i~IH If (MIIII,EIICf hIlRIiIl~III1IIi', 

~HII'~ 1:.1 !HUI tlIIHIl. ,.tI Ii) ,~H 01 illl \.\~ .. : !~, 

r f.' f . ~£ 'w ~ IfH, J "11\ I eMt (C·!)U~l~: C "'Iii( O~· iHh{I~(. ~~O\!· 

(VLr., .: I~ IMI'O.I',NI 10, j',;.\ it I~OHI P'{". t. :'IU .. E 

(,'J!'H11::"IVi l~R~[f 1~."1 I',,:; r ;;,,11 LiI'~ ·wo ¥EM(:; 

,,;.. "I:; I~ '.11 1:;£ "ORr j~lI[ \ .[0, 11,1' T)R~[::: 11:", 

qp~l.,l Oli ''i!OJr~IIOU~ 01 ~t',~liM ihfllJl'IC[', I"AI II'if 

Iua:ao ?1I1 TO M. IIIIOUI Y OPT nl'IIr.. FRO,. l~r POllil 
'jr V'III 01 t. t.~;.o~ :;UCH A:; IUD 1"~T '. COll.lr~rO IIIT~ 

tOIlG';~~11 (~OI"~J1IC ('RO~IH, til 1111'. A SIlI~IE ;OR£ IGII 

SEC rrn \ f HI ',IiNANCE 11[ ~:;URE 1I0k COIIPL r 1[ C~ IlICi OUICE or 
tonJ , '~\J;:C~ E~OIlOHIC POLICt OPIf:IOII~, I~ :;urr ICIEliT 

;"i /iicrS~ilRV) TO OEHRIIIIIE IIHETIIER THE A~~I~TAllCE CAli 

At,:l[vE SUn:lt\llIALLY if:; OB![CTIVES. 

l~( BPtl:~ Of JAMAICA'S llOJJlO GRO:: IlHERNATIOIiAI 

AS~E1S IIERE A MERE [lSI7. I MILL 1011 III MARCH 19SI, ~HO 
TOTAL IN1ERN.TIOHAL A~~ET5 IIERE OilLY 173,~ MILLIOU 

(LESS THAll 3 IIms M[~CH~IIDI:[ InPOR1. AT 1981 IMpo.lT 
RA!ES). BY HAR~H 1982 LIQUID A~~ETS HAD RISEN 10 

176,7 H'! L IOU AIIO TOTAL ASSEH TO 1l~6. 8 MllLIOU 

(JUST OVER ~ \lEE~S OF 1982 IMPORTS). PRESEHT ESTiMATES 

FOR "~RCH 19S3, FOR LIOUID AIID TOTAL ASSETS ARE REsoEC

liVElY 1111.~ IIILLIOIi AlIO 1166.1 I1ILlIOIl (6 "'_l~S OF 
1983 INPORISI. 1I111lE THE HARCH 1983 E5TII'IATE5 ARE SOI1E-

IIHAT OPliMIS1IC, lHE FACT OF lHE IIiCREASE, IF IIOT ITS 

MAGNI1UOE, REII.IHS VALID. 

mAR-lERH FORt IGU LIABILITIES, er COURSE, HAVE 

INC~lASEO ORIiI1AliCALLY Iii lHE PAST YEAR, RISING HOM 

1609 HILL ION III IlARCH 1982 TO 1684 111111011 IN MARCH 1933. 
THIS ~EaT, ALONG IIITH /lEIiLY ACOUIRED LmIG-HRM DEBT 
or THE GOVERIIHEII1, IIILL IMPO~E ~ HEAVY OEBI SERVICE 
BURDEll IH THE YEARS AM(~O. SIGIIIFICAIH FURTHER POLICY 

ADJUSTMENTS ARE E:SI~IIAL, AND POL ICY AOJUS1MEilTS TO 

DATE TOwARD THE FOnE I~II HelOR HAVE BEEN SlOIi AND 

SMAllER THAH I.'E IIOULD HAVE PREFERRED. NEVERlIIElESS, 

jmenustik
Best Available
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SUBJECT: PAAO fOR PtE III SUPPLEMENTAL LOAH, ~32'0096 

IIHEN VIEuEO IN THE COl/TEXT or THE II/TERNATIOI/AL 
ECONOHIC EIIVIRONMlIH, IT IS OUR JUDGEMENT IHAI THE 
OIR[CIIO~ Of MOSI r.~AIIGES HAS SHII CORRECT, AIIO THE 
ACHIEVEMEHTS, ON BALANCE, POSITIVE, 

2. THE MONETARY SYSTEM AUD M~~ETARY POLICY: 

ONE OF TH£ CO~SEQUENCES or THE SHORTFAlL OF FORElq~ 

EXCHAIlGE IIlfLOIiS IS THAT, COIISIDERED BY ITSELF, IT 
RESULIS IU REDUCED [XPANSIOU OF DOMESTIC MOUEY AND 
CREDIT. TH!S IN TURIi DIMltllSHES THE AVAILABiliTY OF 

f IfIAfICIIIG fOR PUBLIC AUD PRIVATE IIiVESTMEUI AlID OPERA' 
TIOIIS. THE I~OIlEHRY AUTHORITY IS IHEI. COllrROIiTEU IiIIH 
HIO MECHAHICAL OPIIOU5. 11 CAN IIICREASE lIS PURCHASES 
OF CLAIMS AGAINST JAMAICAN EIiTITI[~ THERESY EXPANDING 
MONEY AUD CREDIT TO FILL THE GAP LEFT BY REDIICED IlIfll/IIS 
OF ~OREIGN EX~HANGE, ALTERNATIVELY IT CAll ACC(PT THE 
LOIIE. RArE O' EXPAIISION ALOUG \11TH THE Aro, TION OF 
PASSIVE OR ACTluE HEASURES TO REDUCE CREDII ALLOCAIIONS 
BELOY PROGRAMMED LEVELS, 

IF lHE NET DOtIESTIC ASSET TARGETS OF THE RECOVERY 
PROGRAM ARE ADHERED TO AS BIIIDING COIISIRAIlITS, THE 
BANK Of JAMAICA HAS LIMITED ABILITY TO SUBSTlIUTE 
DOMESTIC A~SEf'BA~ED HO~EIARY EXP.1I510N FOK FOREIGN 
EXCHANGE-BASED [XPAtISIDN. III THIS CASE, A 5~ORTAGE 
IS CREATED AII~LOGOUS TO THE SHORTAGe OF fOREIGN 
EXCHANGE. A MEANS or DISCRIMINAIItIG AI10llG RIVA. 
CLAIMA~IS nUST BE OEVISEO. 

IN GrUERAL, FOREIGU EXGHANGE'BA:ED NOII[lARY EXPAN' 
SION IS LII',[LY TO B( LES~ IIifLATIOilARY lH~11 DOtlESIIC' 
ASHI BASED EXPAtl.IOtl, ,ORE IGN E (CII""~E HIPRE:iEIII~ 

ClIIIMS OVER REAL I[XTERIlAll R[SOURCr5 IIII[R[AS OOHf~"C-
ASS[T RAS[D [xPAtl:ION MAY 1101 RUlfeT A COIiCOMflll11NI 
£XPAIiSION or AVAILABILITY or REAL RESOunC[~. hORr· 
OVER, NOliE lORY EXPAtI~ION III ('EIIER~1 IIlCRE~:[~ 

AGG1HGAT[ DE MAllO, R[('AROLE::; OF ITS BASE. IHCREA:EO 

AGGRfGATE D[IIAtlD IIiCREASE, DEMAHD FOR IMPORI:; AS IIELL 

AS FOR DOHE,IIC GOOD:;, COII:;EQUEUTl Y 0011E511C A~~ET' 

BASED [XP.tI~ION LEADS ULTIMnlELY 10 ItlCR[A~EO IMPORT 
DEHAUD III 1ItOUT CORPESPOIIDING INCREA~ES IN lORE IGII 
EXCHAHGE TO rAY FOR IHEI1. iliE BALAIICE Of PAVNEtH:, 
IHERHORE. O[T£RIO~AI[S FI;RIHER. IHIS IS IH[ 

THEORETICAL 8A:;IS OF IHE IIHITATIOU ON CENIRAL BANK 
ACOUISIT 1011 or IiEI OOI1ESTIC fSSETS, 

ING.OM:NG 
TELEGRAM 

~IH~SI 111104 II 01 I~ I"II~/JI ~1,B~ iJ~4(1IB h\ll',(·IB 

II: JI<HnICII, COIiOlftOIl~ IIIIIIH III '.[VIRIII II1i'OIlIAiIl 
RI Sf'ftl~ 1110/1 IIW~I' A~',IJMI 0 III IlIr I OIlE~orll~ TIILOlllll' 
LAI COII~IRlftl. 1r.1 1I1111llllllll,IIY IMI'~C7 or DO"'~lIC 
CUfOll I1PIIII~IOIl MIIY III ~1I0',IIIIIIIAItY 1I!T1f,AlEft BV IHI 
0.1 ~ 1111(' 0\ 11111 Mf'l 01111 PIIOII"tll vr CAI'AC I H. IIlf 
AlIVIW,1 II«tkNC[ or P~II\INI: 1I\1'~C' IIlf'rIHJ~ UI'OIl III, 

EXI~lII1CI Cf A WIIIINII fHIlOI/l,1I IIHlell .HE 1I01l0llfll 
OEMkllD FO~ IMPORI: tOR CAPIIAL fll('HI) CAN H 1IIACI[O. 

[XCHhIl6E COUTRm~ AIIO IMPORI R£STRICTIOHS RE~TRI~T 

ACCE~: TO SUCH CHAIINEL:. \I I~ UIH IHLY IHAI THE 
DIFfER[NCE 8£]\1[[11 ACIIJAL COIIQITIOII~ IN JAM~ICA MID 

THE TH£OREliCAL COIiDITIOII~ ARI SUffiCIENT 10 NEGAIE 
THE OUALITATIVE COIICLU~IOUS or TilE IHEQRY. UOR ARE 

THE JANA;CAN COII~I~IOtl:; REPRE:ENIED AS "GOOO FOR 
JPhAICA", T~E POlliT IS SIMPLY IHAT THE HAGI:i1UO[ 

OF THE LOIIG'IER~ ECOIIOMIC COII:[QUEIICES OF A COUIlI[R' 

cnL leAL f.XPA~:iI:JN or liLT OOMESIIC A~SETS THAT 

[XCErDS lARGET EXPAIISIOU, 11AY BE 110D[ST. IIIIAT IS 
IIIPORIAIiT TO f OIlG'TERH GROIIIH IS FOR THE "£1.CESS" 

MONETARY EXPAUSIOII TO BE RE~IRIr~I/EO, Allo TII:.T IT 
tlOT O~IL IVE IIIE em ICAL [XIGEtICIES THAT IlIOUCE IT. 

BUIIIEII O£C(t1BER 1981 AIIO DECEMBER 1982, lHE 
NAAROVL Y DEi 111[0 HOllEY STOC~ (OEMAfiO DEp(iSI'~ PLUS 
CUR~EIICY OUTSIDE or BAUKS) INCREASED OHLY b PERCENT. 
THE PROJECTED 11ARCH 1932 TO M~RCH 19(;3 IIlCREhSE IS 
7. 4 l'ERt[NT. TH[ MARCH TO HARCH IUCREASE III IHf 
PREVI&US YEAR VAS 16.8 PERCIIlI, USIIIG THIS MEASURE, 
IT APPEARS THAT HOIlEIARY POLICY WAS UOT omy RESTRIC
TIVE IN 19£2 BUT U~S MORE RESIRICTIVE TIIIIII III THE 
PREVIOUS YEAR. OlltER HEASURE: or HOllEY RAISE DOUBIS 
AS TO THl ABSOLUTE RESTRICI'VEUESS, BUT COIIFIRH T"'T 
THE RATE OF EXPMISIOH OECLIIiED I~ fY 1982183. RAHS 
FOR fOUR HDIIEHRY AGGREGATES hRE PRESENTED \;[LOII. 

PERCENTAGE INCREASES IN 

MEASURES OF "MONEY" 
'POINT TO POINT) 
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FOR LAC/OR: R. IIHELDEN AND R. BURKE; GC/LAC: R. i'lF.IG.MAN 

E.O. 12356: HIA 
SUBJECT: PAAO FOR P & rill SUPPL[HENTAL LeAN, 132-GBS5 

HARtH HAReH JUNE JU"E 
1981 19B2 19&8 1981 
TO TO TO TO 
MARCH nARCH JUNE JUNE 
1982 1983 1981 1982 

nOHEV 011l 16.8 1.4 2.6 33.3 

~I PLUS TinE 
- OEPO.I TS 0121 38.8 23. , 

112 PL US S4V I NGS 

- DEPOS I TS 0131 28.S 22.9 

TOTAL LIABILITIES TO 
- PVT.SECTO~ iMI 29.8 23.2 17.11 

JUNE TO JUNE DATA REFLECT THE EXCEPTIONALLY TIGHT 
'KONETARY POLiCY OF THE FIRST YEAR or THE SEAGA ADMIN
ISTRATION, AND THE EXCEPTIONALLY RAPID EXPANSION OF 
THE FIRST H~LF OF 1982. THE TlIU SETS OF DATA A~SD 
REFLECT THE UNCOMMON VOLATILITY or "ONET.~Y AGGREGATES 
1M .JAMAICA. AT THE END OF SEPTEMBER 1982, FOR 
EXAMPLE, iKE 112 MEASURE liAS 31 PERCENT ABOVE ITS YEAR
AGO LEVEL. BY DECEMBER, IT liAS 21. 4 PERCENT ABOVE THE 
'DECEMBER 1981 .EVEL. IIHILE THE MONETARY DATA FOR 
JAI1AICI. ARE SOMEIIHAT CONFUSING AND EVEN CONTRADICTORY, 
IT HOW APPEARS THAT OVER THE FISCAL YEAR 1582/8;, 
OVER-ALL HO~ETARY EXPANSION IIILL PROVE TO HAVE BEEN 
SOIiEIIHAT BELOY THE PREVIOUS rEAR'S EXPANSION, PRIMARILY 
AS A CONSEQUENCE OF THE DECLINE IN FOREIGN EXCHANGE 
I "FLOIIS. 

THE BANK OF JAMAICA'S GROSS AND NET fOREIGN ASSET 
HOLDINGS OECLINrc .BSOLUT~lY IN THE FIRST 9 MONTHS OF 
FISCiL YEAR 1982-83. THUS THE MONETARY EXPANSION THAT 
OCCURRED IN THIS PERIOD m.5 PERCENT FOR Ml, ANO IS.9 
PERCENT FOR M21 liAS DOMESTIC ASSfT-BASED EXPA~SION. 

GROSS FOREIGN ASSETS FELL FROM 14 PERCENT OF III TO 
25 PERCENT, AHD FROM 29 TO 14 PERCENT OF H2. IN 'THE 
SAME PE~IOD, BANK OF JANAICA HCLOINGS OF DE8T OF THE 
CENTRAL GOVERNMENT IHCREASED 28 PERCtNT. 

- COMMERCIAL BANKS INCREASED THEIR LENOING TO THE 
CENTRAL GOVERHMEHT BY 56 PERCENT OVER THIS SAME 9 
MONTH PERICO, REPRESENTING 61 PERCENT OF TOTAL 

SSO-OB· 

KINGST 92104 12 OF I~ 18023BZ 5727 ~84S23 AIDS62 
DOMESTIC CREDIT EXPAIISIOH. THE BANK OF JAMAICA AND 
THr COtU1ERCIAL 8A~KS COMf"ro ACQUIRED AN ADDITIOIiAl 
S687 MILLION Ifl CENTRAL GO,~RNHENT OFUT OVER THIS 
PERIOD. THIS AMOUNT IS EQUIVALENT TO 34 PERCENT OF 
TOTAL GOVERNMENT EXPENDITURES. 49 PERCENT OF 
RECURRENT EXPENDITURES, AND 112 PERCENT OF CAPITAL 
EXPENDITURES. FOR THE SAME PERIOD. 

IN SPITE OF THE GENEROUS CREDIT SUPPLIED TO THE 
PUBLIC SECTOR BY THE BANKING SYSTEM, THE PRIVATE 
SECTOR liAS ALSO ABLE TO GAIN AMPLE CREDIT. ITS OEDT 
TO COMMERCIAL BANKS ADVANCED 29 PERCENT 
~3~6 MILLION) BETWEEN MARCH AND DECEMBER. GENERALIZED 

'CROIIDIIIG OUT" OF THE PRIVATE SECTOR, THERtFDRE, liAS 
nOT A PROBLEM III 1982. 

IT IS CLEAR FRO~ THE FOREGOING DISCUSSION THAT 
DOMESTIC CREDIT eXPANSION ExCEEDED GROWTH OF REAL 
RESOURCE AVAILABILITIES 1M 1982. THE PRINCIPAL 
ADVERSE CONSEQUENCE OF THIS IS THAT IT ~AS UIIDOUDTEOLV 
HINDERED THE ATTAINMENT or.~ALANCE or PAYMENTS 
EQUILIBRIUf1. NEVERTHElESS, THERE IS CLEAR EVIDENCE 
THAT THE BANK OF JAHAICA IS MOVING DEliBERATELY 10 
RESTRAIN MONETARY GROIITH WITHIN REASQ~ABLE BOUNDS. 
CONSEQUENTLY IT IS REASONABLE TO CONCLUDE THAT THE 
RAPID EXPANSION OF LATE SUMMER WAS TRANSITORY. 
"CNETAAY POLICY CONT I NUES ON THE PATH HIAT liAS OES IGNEO 
FOR IT IN THE ECONOr.IC RECOVERY PROGRAM. TIIO FACTORS 
WILL PLAY AN IMPORTANT kOLE IN DETERMINING .aET~ER IT 
CM BE KEPT Olt THAT PATH: A REYIVED WORLO-ECONOHY 
I/OULD "HI' TO REliEVE THE ItiDUCEMENTS TO RESORT TO 
INfLATIONARY MONETARY MANAGEMENT; AND A SUCCESSFUL 
EFFORT BY THE GOYER""!NT TO RESTRAIN THE GROIITH OF 
PUBLIC EXPENDITURES 1I0ULD REDUCE THE PRESSURE ON THE 

1ANK OF JAMAICA TO FINANCE BUDGET DEFICITS. 

3. FISCAL POLICY AND I1ANAGEMENi: 

'N Trlt FIRST YEAR 0, THE ECONOMIC RE:OVERY 
PROGRAI1 THE SEAGA GOVERlmENT MADE REMRKABLE PROGRESS 
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FOR LAC/DR: R. IIHELO(U AND R. OURK£; GC/LAC: R. 11E I GliAl! 

[,0. 113~6: H/A 

SUBJECT: ?kAO FOR P ~ E I! I 5UPPLEMEIHAl lOAII, ~n'oe96 

TOIII,RO SOUI:O AIW DI~CIPlIIIEO FISCAL MAllkGElIlIH. 

SPECIFICAllY, COMPARIIlG fY 1981/82 UIIH FY 1980/81 
THE GOVERNNEIIT: 

H) II/CREASED lAX REVEIIUE 30 PERCEfIT 

12) HELO THE IIICREASE III CURREIIT ACCOUIIT 

EXPEIIOITURES TO J PERCE/II 
(3) INCREASED CAPITAL EXPEI/DITURES J4 PERtUIT 
(4) REDUCED THE OVERALL BUDGET DEFICIT FROM 

17 PERCENT TO 14 PERCENT OF GOP. 

THUS THE PRIME MIIIIST[R FULLY LIVED UP TO HIS 

REPUTATIOII fOR DISCIPLIIIEO ""HAGENEIIT. 

THe [COIIOIIiC RECOVERY PROGRAM PROJECTED All 
AOOITIOIIAL IIICREASE III TAX REVENUE Of 19 PERCElIT FOR 
fY 19821&3. CURREIlI ACCOUIIl AlIO CAPIIAL E/;PEIIOIlURES 
IIERE TO BE IIflO TO McorST II/CREASES, REWL liNt III A 
FURTH[R R~01lC11011 IN IHE OVERAll DEFICIT TO 11.9 
PERCENI OF GOP. 

THE OECllllE OF IHE BAUXIlElALUMIIIA t'iAR KEI , HOII' 
EVER, REOUCEO GOVERI/MEIIT lEVY It/COtiE Jl160 HILLIOII 
BElOIi THE PROJECTED LEVEl, MID 1118 MILL 1011 6ElOli 
.THE 1980/81 LEVEl. III SPIT( Of COIIIIIIU[O IMPROVE' 
MEIIT III TAX COLlECIIOIIS, TOTAL REVEIIUES INCREASED 
Olll Y 3 P[RCEIIT III 1i0MiliAL TERMS. CURREIIT "CCOl/11l 
EXPEI/DIIURES, IIHICH HAO BEEI: PROGRAMIIEO TO RISE 
16 PERCEIIT, IIERf IIEIO 10 All IIICREASE Of 12 PERCEIII, 
AIIO CAPIIAL [XrEIID11URE~ AOV~IICED 3 r[r.CENI. IH[ 
OVERALL OUICII IIlCH"~EO 9 P(RCEtil OVER FY 19811&2, 
RE/'cHIIIG 13.4 PERC£lil Of GOP. If IHE INf PRffERREO 
ACCOUIHIIiG ~YSl[l1 I~ U~EO, IHE OEfICIT RISES TO OVER 
1~ PERCEIIT or GOP. IHUS IIHilE THERE IS :;ONE OISPUT( 

AS T~ IHE OEIAILS, Ii IS NEvERTHElE" CLEAR IIiAI 
THE PUOllC ~ECIOR DEfiCIT Ilill IIICREnSE III A8S0lUt[ 
TERti, AlID Ao A PERC[NIAGE Of GOP. 

GOP IS PROJlCHO 10 INCREASl 8.9 PlRCEl11 III 
NOMIlIAL HRM:; IN fy 1981163, AIIO TOIM (,OvtUIIIIENT 

tXPEIIOIIU~E:' IIILL RISE 9.7 NRCEIIT, OR 110RE. 8Y 
THIS t1EA~UR[, IHfREfCRl, TH[ ROLE or IIiE GOVERllllfl11 
IN THE ECOIIOMY \lILl IIICRCASE, UHERto; IIIE ECOIIONIC 
RECOVERY PllO~Rkl1 IIA~ IliHIIOEO 10 REOIICE lIS ROLE. 
THIS OUALIHTIV[ CIlIoIIG[ !S O"TURBII;G 10 THE TIIR[E 
PRltlCIPAL FOREIGN A~SISTAUCE OOIWRS, 1'l1f, IBRO, AID), 

Best AvailablE~ 

INGUMIHG 
TELEGRAM 

kll!u'.1 (lillie II III I~ 11101111 'd~/I Iti1401& hIlJ~I./'J 

A~ 11 RIIII~ ,1111111111 10 Iill W"I ~ 1111 Y ',11111.111 10 ~lIr 

POIlI. II,ell I: 1III'HIo',I/III(' IHI', LfJlltlHIl Iii II', 

UI~CU',~IOII~ 111111 1I1~ ~OJ. 

/II/AlII, A~ II! 1111 CA~E Of IH[ rORI lull EXClIl\tl~[ 

~1I0Rh"E, IHI £rlfCI iiI 1101 IIiE 1111(1111 or rUDllC 
POLICY HA: AltN I IR~I :0 ~IIIfIO Til[ I/OVERIIMIIII fROII 

THE ~HORT'IAIL III REAL kr:OURCE AVIIII~Ollllt. 

liE ARE COllflDEHT IIIAT POLICY H(A~UR[: COUlD IInVE 
~£EN fMPIOYEO III II M~III1[R IHAI DI:IRIDUTEO lilE BUROEII 

tlORE lVENLY BElI/CrN IH[ PU8llC AIIO PRIVAH :ECIORS. 
TO £HrIlA$llE THE IMPORIAIICE \/t Alll,CH 10 I1AKIlIG CH'IIGES 
IN THIS OIRECIIOII, liE HAV( :u(,GE:1[O CERTAIt~ SPECIFIC 
MEASUR[S III THE COUR~E OF OUR DI:CU::IOH5 RELATIVE TO 
THE PPOPOStD 'UPPlEMlllI TO P ~ l 111. fOUR or THESE 

HEASUR£S ARE IIICIUDED III THl COIIOIT lOllS OF THE PRO
PO.tO lOllll, kilO HAVE eE[tl ACCEPTEO BY THE GOVERIlt1EIIT. 
THE rOUR R[L[VAIIT t1{A~URE$ ARE: 

h) DEVElOPII!Hl Of A ~CH(DUlE AIIO All ACTlOIl 

PLAN FOR ACCELERAIED OIVESTMlNT Of PUBLIC 
[NHRPRISE~. 

(~) OPEIIIIIG or ACIIVIIIE~ Of TH[ EXI(RHAL 
MARK[TIIiG ORGAIlIZATIOIiS AIIO JAMAICA 
COMMOOITY TRAOIIiG CORPORAIIOII TO 
PRIVA~E S(CIOR COMPETIIION. 

13) PROVISIOII fOR DROAO PRIVATE SECTOR 
COIlSUl TAT 1011 III COllJUIiCTleN \11TH THE 

PROPOSED USA.IO/GOJ BOARD OF. REVEIIUE 
PROJECT. 

(4) COIISOL 10ATION AlID SIREAt1lIlIlIlG Of PUBLIC 
SECTOR fUHCTIOIlS RElATIlIG TO PROtlOl10H OF 
PRIVATE IHVESTHun. 

OCUlnent / 

) 
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AIDAe 

fOR LAC/OR: R. WIIELOEN AND R. BURKE, GC/LAC: R. OnE IGHAN 

E. O. 12356: N/A 
SUBJECT: PAAD FOR' 'E III SUPPLEMENTAL LOAN, \32-80i6 

ALONG WITH Ef1PHASIZING THE N[EO FOR POLI~Y CHANGES 
WE nUST NEVERTHELESS ACKNOWLEDGE THE DIFFICUllY OF 
TRANSLATING A DESIRE TO REDUCE Tr.E SCOPE OF THE PUOLIC 
SECTOR IN THE ECONOMY, INTO POSITIVE ACTION. THIS IS 
DOUBLV DIFFICULT IN A DECLINING ECONOMY. ,HERE IS A 
CORE Of PUBLIC SEoCTOR CAPITAL INVESTMENT THAT IS A 
HECESSARY CONDITION TO ECONOf1le PROGRESS. ELECTRICITY 
AND WATeR FACILITIES ARE EXAMPLES . IN THE CURRENT 
IICr.OUHT, WAGES REPRESENT 43 PERCElIT OF TOTA!. EXPEtlDl
TURES ~Y 1982/83). THE WAGE BILL CAN BE CUT, AND 
IHDEED THERE ARE PLANS 1"0 REDUCE .-I TS WEIGHT IN TOTAL 
EXl'EHO !TURES. OVER VERY SNORT PER I ODS, TH I S COHPONEHT 
IS QUITE IHTRANSIGEHT. IN FACT, RECURRUIT EXPENDITURES 
AS A CLASS ARE EXTREMELY DIFFICULT TO CUT SIGNIFICANTLY 
OVER SHORT PERIODS DF TillE . 

IT IS THE "ISSION'S VIEW TH~T THE GOVERNMENT OF 
jAf1AICA REMAINS COMMITTED TO THE PRINCIPLE or FISCAL 
DISCIPL INE. THIS IS INDICATED IN THE GOVERNMENT'S 
lECENT THREE YEtR PROJECTION FOR THE FISCAL ACCOUNTS. 
1H£ GOVERNMENT PROPOSES TO REDUCE THE RATIO OF THE 
~VERALL BUDGET DEFICIT T~ GO~ BY ONE PERCENTAGE POINT 
IN FY 19B3/84 AND BY AN AODITle'HAl ONE AND OHE'H~LF 

PERr~"TAGE POINTS IN EACH OF THE FOLLO~IHG YEA~So 

THE5t REOUCTIONS ARE BElOU THOSE RECOMMENDED BY THE 
"tnF, AND THERE IS ROOM FOR DISPUTE AS TO THE APPRO
PRIATE MAGNITUDE. NEVERTHELESS, THE GOVERNMENT IS 
SERIOUSLY SEEKING IIAYS TQ REDUCE THE ROLE AHD SCOPE 
OF GOVERNMENT IN THE ECOHOMY . AS LONG AS THIS 
COMHITMENT REMAINS, THE GOALS or THE ORIGINAL 3 YEAR 
ECONOMIC RECOVERY PROGRAM ARE INTACT. IT IS IIITHI" 
THE CONTEXT or THE PURSUIT or THESE GOALS THAT 
USAID/JAMAICA BELIEVES THAT U. S. SUPPORT AND ASSIS
TANCE CAN BE EFFECTIVE, AND IS IIARRANTED. 
III. CONDITIONS AND COVENANTS: 

CONDITIONS PRECEDENT: (II TO EMPHASIZE THE IM
PORTANCE liE ATTACH TO THE CHANGES SOUGHT THROUGH 
THE GOJ'S PROGRAMS WITH THE IHF AND THE lORD, Vi 
PROPOSE TO CONTIHUE, I~ TNIS LOAH, TO HAKE 
SUBSTAHT I AL COIIPL I ANCE III TN THE CONO I T IONS OF THE 
EFF ANO SAL PROGRAMS A COND ITION PRECEDENT TO 
D I SBURS(f1EHT. 

(2) IN ADDITION, Vi HAVE SOUGHT AIID RECEIVED It 
COMMITMENT FROM THE GOVERNMENT TO AGREE TO IN-
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V[STIQAT[ AHO, If POSSIBLE, TO IHPL£"ENT WITHIN 
60 DAYS, A POLICY OF PER~ITTIHG LOCAL COM"ERCI~L 

BANKS TO ~CCEPT FOREIGN EXCHANG. DENOMINATED 
TillE DEPOSITS. THE PURPOSE OF THIS KEASURE IS 
TO ~ROVIDE JAnAICANS WHO "HEDGE" BY HOLDIWG 
FOREIGn EXCIIANGE, A MEANS OF SATISFYING THIS 
PREFEREtICE I"SIDE OF JAMAICA. IF SUCCESSFUL, 
fHIS IIECHANIS" CAli ATTRACT ADDITIONAL FOREIGN 
EXCHANGE I NTO THE BANK I HG SYSTEM, AllO STEIt 
CAPITAL OUTFLOVS . IF UNSUCCESSFUL, NOTHING 
WILL HAPPEN, AHD THERE IS NO COST INVOLVED. 
wr EXPECT IT TO [~JOY SOME DEGREE OF SUCCESS. 

COVEtlAIIT$: (1) TO REV I TAllIE THE 0 I V~STlIEHT 
PROCESS, Vi PROPOSE A DATEO COVENANT REQUIRING 
THE GOJ TO PRODUCE A PLAN AHD A SCHEDULE FOR 
DIVESTIIENT Of PUBL IClY O\ll(EO ENTERPRISES, 
NAnlflQ THE ENTERPRISE TO BE DlvrSTED, THE II£THOD 
or DIVESTMENT ISALE OR L£ASE) , AND THE IlEC"A~ISti 

FOR DIV£STHEllT IPUBllC AUCTION, SOLICITATION or 
PROPOSALS, OIVESlf1EHT o.AGENT, nC.I. THE SCHEDULE 
WILL ~! TENTATIVE, BUI PERFORMANCE PURSUANT TO 
THIS COVENANT IIILL BE MONITORED CLOSELY. THIS 
ACCELERATION OF OIVESTh.HT SHOULD SERVE TWO 
PURPOSES. IT CAN REL IEVE THE PUBLIC SECTOR OF 
A DRAIN ON ITS BUDGET IN THE CASES OF UNPRQFIT
ABLE [tIT[RPRIS[S . IT SHOULD ALSO ATTRACT 
FORE ION IHVEST"ENT BY A VIGOROUS EXTERNAL CAM
PAIGN III CO"JUNCTION VITH THE DIVESTMENT PROGRAM. 
(21 ~ TIMED COV£HA~T IIITH RESPECT TO THE INTRO

DUCTlOIi OF PRIVATE COMPETITIOII IN THE AREAS OF 
ACTIVITY OF THE GOVERNMENT CONTROLLED EXTERNAL 
IIIIRIlETING ORGANIZATIONS AHO TIlE GOV"'1MEHT·S 
JAMAICA COMMODITY TRADING CORPORATION, IS INTE~OED 

TO REINFORCE WORLD BAH" CONDITIONS TOWARD THE 
SAnE END. IT IS INTENDED TO REDOVND TO THE AOVAII
TAGf OF THE PRIVATE SEC10R THROUGH MO?E VIGOROUS 
COMPETitiON FOR THE GOODS AND SERVICES THEY 
PRODUCE. 
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~) STREAMLINING OF THE INVESTMENT PROMOTION 
OPERATIONS OF THE PUBLIC SECTOR IS A LONG
STANDING TARGET OF I8RD AND AID. THIS COVENANT 
REOUIRES ACTION B"SED ON THE RECOMMENDATIONS OF 
AN IBRD STUDY TEAM WHOSE RECOMMENDATIONS WILL BE 
FORTHCOMING IN THE NEXT MONTH. 

IV. RECOMMENDATION: THE USG TEAM IN JAMAICA ~ECOMMEND 
APPROVAL OF THE GOJ'S URGENT REQUEST FOR ESF 
ASSISTANCE. THE GOJ HAS NOT MOVED AT THE PACE 
OR WITH THE VIGOR wE CONSIDER OPTIMAL TO PROMOTE 
ITS GOAL OF PRIVATE SECTOR-LED, EXPORT ORIEI-.JTED 
GROWTH. THE GOVERNMENT MAY ALSO FAIL THE MARCH 31 
TEST UNDER THE EFF PROGRAM. IN SPITE OF THIS. 
WE ARE CONVINCED THAT THE ECONOMIC RECOVERY 
PROGRAM AND ITS GOALS ARE STILL 'FIRMLY HE~D 
PRIORITIES OF THE GOJ. THE GOVERNMENT HAS BEEN 
BESET BY A HOST OF SERIOUS DlFFICULTIES RELATED 
TO SHORTFALLS IN BAUXITE AND ALUMINA EARNINGS OF 
FOREIG"J EXCHANGE. WHILE PROGRESS HAS BEEN SLOWED, 
IN MANY CASES MORE THAN VIAS NECESSARY, BY RETREATS 
FROM THE PRIVATE SECTOR COMMITMENT, THE PROGRESS 
HAS, ON BALANCE, BEEN POSIT!VE. 

RESPONSIVENESS OF THE GOJ TO OUR INITIATIVES HAS 
IMPROVED MARKEDLY IN RECENT MONTHS. CONTINUED 
PROGRESS IN POLICY REFORM WILL CONTINUE TO BE 
DIFFICULT, PERHAPS MORE SO AS THE ECONOMY BEGINS 
TO RECOVER AND AS ELECTIONS DRAW CLOSER. AT THE 
MOMENT, HOVIEVER, THE GOVERNMENT FACES THE MOST 
SeRIOUS FINANCIAL CRISIS OF ITS TENURE. OUR 
CREDIBILITY AS FRIENDLY, CONSTRUCTIVE, CRITICS 
WILL BE FAR GREATER IF wE PROFFER SUPPORT THROUGH 
THE CRISIS THAN IF WE WITHHOLD ASSISTANCE AND 
HENCE INTENSIFY THE CRISIS. FINALLY WE ARE CON
VINCED THAT THE ASSISTANCE THAT HAS BEEN SUPPLIED, 
AND THAT BEING PROPOSED. HAS AND WILL CONTRI9UTE 
POSITIVELY TO THE GOALS WE HAVE ENDORSED FOR 
THESE REASONS, WE URGE THAT HIE REOUEST 8E GIVEr~ 
THE MOST EXPEDITIOUS TREATMENT THAT IS POSSIBLE, 
AND THAT 11 BE APPROVED FOR IMMEDIATE DISBURSE
MENT. 
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