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FOPEIGCT EXCHRMGE BUDCEZTING
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D FINANCIAL FIOVWS APDROACH

Forzign Exchange Sudgeting £crms an integral vart of econcmic, financial

39

and foreicn excihangs managerent in hotr centralivy planned and market econcmisesg.

Although the naturse and functicns cf the forsign exchangs budge: vary: from
. ’ N “\
country to country and frow ons Xind of sconomy to ancther, the rationals for

rom the fact that it provides the mechznism

th

Forazicn Exchange Budgsting is derived -

for the Monstary Zuthorities to dstermine the use of foreign exchange rescurcaes

"ax anta® rather than simoly reacting "ex post®™. EHenc

D
[w]

olicv-making becomss
mora internmelly oriented as a result of greater leverage to deal with the foraign

constraint. Recent develcrments in the world economy such as the five-fold in-

33

creases in oil prices and the dstaeriorating of the terms of trade against the

non-o0il exporting third world countries have resultad <n the virtual depleticn
cf the limited amount of their foreicm exchange reserves. Ccuntries with huge

pavrents deficits were forced to berrow and with no improvexent in their terms

nelr rigirg debt resayments ané at

at

i

0f trade were finding it difficelt te n

]

tha same time, the rising import bhills as the current account deficits on their
Given the existing world eccnomic conditions and the slow progress in

acnhiaving a New ¥Worldé Zconomic Drdsr, Commonwealth Caribbean countriss hawve no

altermative but tc ratlonalise the use 0f scarce foreiagn exchange not only te

alleviate the Lardships o

i

the peorsr sections of Caribhean communities but alsc

te facilitate economic and social transformation at the national ané regicnal

[N

levels. Thare is, therafora, greater nesd for fcreien budceting

and some countries in the Recion have alrsadv institutionzlised the concent of

Foraign Exchange Dudgsting as part of ovaerall esconomic, financial and foraign

This paper nas drawn heavily from the Haticnal Income Model devaloped b¥
a e Bonnick, Demuty Governor,; Bank of Jamaica. Acknowladgements are
also made to Mr. Mauricse RBerry, Director of Exchange Control and Mr. W. Carr,
s

istant Director of Research, Salancs of Payments Division.

The views aypressad in this paper are those of the author and do not necassarily
reflect the views of the Bznk oi Jamaica.
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exchange management. Indeed paz* al apprcachas to :orexan dxcnange Budgeting ir

most territoriss were imclemented bv intensification of gxchange control

5

‘regulaticns cn the usea cf foreicn axchange.

2. NATURE COF FORZIGN EXCHRIGE BUDGETS -
A foreign axchange budgst is simiiar fc the hudget of a cerpanv or the

budgat of the CGoverament. It is gssentially an estimate of receipts and é‘v:ents
cf foreizym exchance between the residents of cne country and tha rasidants ¢f the
rest of the world for a future period - a year or a guarter or a mcnth. The

nature of the budge: differs from country to countrxy, but in manv casas the for-

eiqn exchange budget would slmost correspond in structure to the .standard pressnt-~

I

ation of debits znd crzdits of the balancz of cayments table for a country. To

a lardge neasure, it is a presentation of the Balancs of Payvmants Accounts on a

.cash flew basis for a futurz oeriod and is sizrly an application of sound

t
P
m
J
m

practics within the framewcrk of exchange control management. In some countries
the budget serves as statistical guides-tc axciancs ani cowmercial policy, or as
bases for msasuring actual performance, rather tham as instruments for controlling
or restricting axchance transactions.

The budget may be used to estimats all the forsign exchange transacticns
that pass threough ths Zanking system or central axchange zool
sarily take account of tha country's antirs LSalance of pavments transactions.
For example, intar-company trans’ers by multi-national cempanias mav e capturad
in the balance of payments accounts but not in the foraicn exchange budget sinca
there was no cash transactions. B2As ilattera pointed out:

"Even in a hichly restrictive system,; soms measurs of exchangs freedom

or evasion aopears inevitabis, particularly in exchange zeceipts.

I

The ful1l surrender of sxchange racaipts may ke waived in raspect of

Irj

ex¥xporTs DY farsicn ccmpanies operating under cpecial con*racta, or
the operation of cartain domestic companies aengaged in shipoing or

. ; . ; .
similar intermational sarvices™.
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3. THE FUNCTICNS OF THE FORZIGH TY.CHANGE SUDGET

1

The main Iunctions 4f the Zoreign exchnags budget can be divided into

two hroad categorics. Fizst the forzaiem axchange budget is5 used 25 a machaniso

achieve structural change and as such is part cf the leng-term eccnomic plan.

3

In this context, the budget is used as an instrument of exchangs rate stratzqgy,

L4

_commercial policy, monetary policy and would have much significance in the func-

S
tioning of the sconcmy and the progress towards the economic goals of the country.

ry

_The budget may alsc serve as a basis for the implementing of desirsd policies in

ragard to the country's”exchance reserves which in turn affect the domestic

situation. It may, mereover, colnt in advance toc the need for extermal financince.

Similarly, the budget may have the function of assuming, to the ex;ent possizls,
the repaymsnt of foreign loans. Secondly, in the area cf mgnaging the foreign
‘exchange-reserves, the foreign exchange budget allcws Zfor éreater preaision in
obtaining maximum yielés from foresign sxchange iﬁvestments_since the likely mova-
ments in the raserxrve sosition of the Cantral Bank would be known in advancs, In
this respect, depending on the foreign exchange position of tha country, investment
in time deposits, treasury bills etc. may not have to be sncasghed befors maturicy
dates to mest unexpectéd swings in the payments position.
4. FOREIGN EXCHRNGE MANAGEMENT T TEZ CARISZEAR

The transition fram currency becard to central banking in the larger
territoriss of the Cemmonwsalth Cariibean nad given to the Monetarv Aunthorities

a2 limited degres of control over demestic money supply. Most of the central ban=s |
howewar, found tha* giwven the opanness of thair economies, any exsansion in ths
dorestic money supply did not n=cessarily generate demastic inflat%on but rathor
axacerbated thsair balance of zayments problams. In order to briﬁg the baliance of
payments into aguilibriym, the conventional remedy - a la I.M.F. - was the ro-

duction of aggragate demand by cutting budgetary evpansion (reducing central bhank

deficit financing ané hence the domestic monev supply), devaluation of the currency,



restricticn of doméstic credit, lilaral isahlon cE trade and naymen*s restriction,

a rigid wages policy and reductizn in forsign borrewing. In other words, &
return to the Currsency Icard systenm and making the central bank virtually impozent,

The nat affect cf these nclicies would cbVicusly be harshest on the coorest

'

sections of the Dooulaticn and would resu=lt in conssguential social ané politdcal

unrest.

3;Given thaesa conditiens, raliance on the traditicnal type of mone tary and
foreign exchangs management in the Caribbean wou1d acceot the pramise that the

-

balance of payments vroblems cf countries such as Jamaica are essentially of thaix
ovn makinc and have very little to do witlh lop-sided weorld economic ordsr and

- . s C e ' 4 as o a . - o " -
deterioration in the texms of trade. Accoriinoly, therefore, the monstary and
foreign exchange managemant should be "demand managemant
of this doctrine is the viaw that tha balance of payments is essantially wonatarv

phencmenon and any corrxactive measures must lzad to the reduction of the reaal

incomes of the peoulation. In other words, the guality of life of the Carikresn

even nmora under—f &, under-clothed, undsr-housed ané undzar-=ducated.
In thas contaxt of the econcmic and social problems cf the Carisbean, it
gcomas cbvious that monatary and foreisn exchange mepagsment must reject the

alanc

o

notion that the

1]

of paymants is a purely "monstary phenomenon® and should

attampt to concentrate on the real side af the econcmy andé the intar-relationshis

between the rsal and financial wvariskles. %We should alsc acczpt the fact that

expansion of the domestic money supply throush dsficit financing without rigid

ghvsical contrcls tec rsgulate the uvse of forsign exchangs and an =ffactive systss
to moniter forsign axchange receizts, would e countar-productive and inimical o
real growth in small open economies.

as T be concaot-

3t

It is in +thic context that a forzign exchange bhudget 1T

nteraction batwe:r

[

ualized and a basic eccnomic model constructad to "1e sura the

tha Balance of Payments, Domestic Money Supply and the G.D.P.



exchange managerent. Indeed partial apprcaches to Foreidn Exchange Zudgeting ir

o

mest territoriss were implemented by an intensification of exchange control

‘reagulations on the use cf foreign sxchangs.

2. WATURE COF FOPZIGN EXCHALNGE BUDGETS -
= ’
A foreicn exchangs budget is similar tc the budget of a company o

sl

budget of the Government. It

cf foreign exchange between the residents of cne countryv and tha residants.

(1)

rest of the world for a futurs perio

nature of the budget differs from country to country, but in many casas th

eign axchangs hudge: would almest correscond in structurs to the .standard prasant

ation of debits and credits of the kalance of payments table for a country

a large measure, it is a presentaticn of the Balance of Pavments Accounts

N

s essentially an estimate of receipts and pay=ents

- a yzar or a quarter or a mcnth. Th

cash flow basii for a futurs period and is simply an azpplication of soundé business

practice within the framework of exchange control manadement. In some countries

the budget serves as sta tical guides to exchance and commercial policy,
bases for mesasuring actual parformance, rather than as instruments for con
or restricting sxchance transactions.

The budget may be usad to sstimats all the foreign exchangs trans

r central axchange pool but does nct
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sarily taks accoeunt of tha country's entize balance of pavments transaction

For exzmple, inter-company transfers by multi-neticnal ccrpanies may pe ca

in the balance of payments accounts but not in the foreian exchangs budget

there was no cash trapsacticns. Ag ['attera pointed out:

"Ever in a nighly restrictive system,; some measure of exchange freedom

cr svasiorn agoears inevitabis, particularly in sxchange receipts.

g

The full surrender of exchange rasceipts may ke waived in respect of
exports by foreign companies operating under cpecial comtracts, or
the operation of cartain demestic companies sngaged in shipping or

. . . . .2
similar ianternational ssxrvices® .
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What is necessozy, therafore, is at least 2 five-year plan and that

-

i part cf the plan to ensura

)]

!

the fcreign exchange budget should be an intear

ortimum 2lloczticn cf rascurcses.

5. PORSTIGH ZXCEENGE BUDGETING IMN JALATCH

2

During the lote 19260's and sarly 1970's, the Jomeican sconomy grew

repidly and the trads gap widened annu=ily. The inflows of private foreign in-

vaestment in the bauwri+e and aluminz sector, the tourist sector and tha manu~
facturing sector werxe more than adecuate in meeting the current account deficit.

However. in conventional terms, the kalance of paymants DOSlt_On was regarceﬂ az

rd

D

strong - net foreign reserves stood at $132.2 am. at the and of 1971 - bui th
wmderlying structural weakness of the econcmy remainsd and unermplovment ross o
22.8% in 1973. 2s privatsz foreion investment began to taper off, it became more
diffiéult to clese the trade gap given the import oriented nature of consuner

heavily con importad
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raw materials. In addition, the five-folé escalation in oil pricss and inter-
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naticnal inflation mad

to compansatz for graduzl exhaustion of the Sauxite degosits,‘the Government
increasad taxaticn on the baurite ané z2lumina companies.with the imposition of the
bauxite levy in 1973. The world trice of sugar 2lsc rose in 1974, Export receiots
incra=ased by $223 mm. or 92% in 1574 over 1273 and the trade gap £211 to $1C7 mn.
in 1%7¢ from £161 mn. in 1973, Howsver, as a resull of ilncreeses in the invisibles

the deficit in the current account was by only §$15 =m. or 9% in 1974. Howaver,

|4

the net intermaticnal raserves increased by £34 mm. as a result of $221 mn. of
capital inflcws of wnich $13% mn. cazme from private sources. At the end of 1974,
net international rasarves peaked at $130 mn.. the equivalent of ovar two months’

imports. fter 1974, the Zorsign exchange bagan to worsen steadily -~ the curzent

account deficit moved from $13Z mn. in 1274 to $257 =zm. in 1975 and $275 m. in



s declined from 5139 mn. i-

197¢ to $77 mn. in 1973 anéd te minus $31 mn. in 197¢ - and by the end of 1977

the foreign exchangs rezsarves of tha country Were virtuslly deplated. The nat

heavilv to financz the overzll halance oI zarments

1975 and 197e. (See

vosition between 1972 and 1976)
a

pendixz I Zor details of Jam=z=i

ica's

On the rzal side of the scecnonv, the situation was even worss as real

G.D.P. declined steadily since 1973 as can be seen

from the following tabkle.

1873 19
Real G.D.P. at market prices - 2.6 - 2
Ter gapita rezl G.D.P. - 4.4 - 3
Consimar oricas (aznnual average) 17.a 27

Sourca: Department of Statistics, Barnk of Jam

74 1a75 197€
1 - 1.0 - 5.5
-7 - 2.8 - 8.0
.2 17.4 c.8

aica

It became avident that measures for structural transformation had to be

intensified tc make the a2conomy mors

forzicn exchange situation had o be managed with orecision, so in Janua

self-reliant and in the circumstance
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a Foreigm Exchances Budgeting Unit was establishad in the Centrsal Bank.
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OREIGN ZXCIANGE 3UDGETING IN JiMzICA

In thea absencs cf an econcmic rlan, a short-term foreacasting modsl of

the Jamaican sconceny was dev

fD

Fh
o]
H

d]
H

ojections of the macro-economic aggregata for
time, the National Tlanning Rgency began wozrii on an

1877 and then subsequently a five-ysar EZconomic and

1978 - 13582,

loped Towards the end of 1876 anc use

1377 angd 1978. In the mail—

~



T™e moCel differs from the more traditional models voad as a basis

for financial programming in that it focuses on the real variables rather than//

on the monetarv varizbles which arz mere identities in an accounting sanss.

The approach is not to derive curTent pricg-estimates from G.D.P. constant sriges

on the basis of assumptions rsgarding benaviour of deflators; instsad, a simpls

o

laskage/injection open sconcmy Keynesian tyoe modal has hesn used to generste
estimates of G.N.P. current prices.
The Modsal:

(1)
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c = C_, +b(yd-v .4 (2)

t -1 t t-1
d hel T I
= ¥ -3 -H_ -H_ +0C (3)
Te T T T R T N T Yy
Re T Rpg T rlie =¥ y) ‘@

N = ny 7 3 {6)

t
T

T = 19+ 1.9 (7
t T t )
;
I, = 8.9+ KB +L ¥+ L " +n¥ (8)
- - ™ T [ =
1P = P -1+ ny &
t Se-1 + £ )
5 9 = Be = G (10)
t o T - -

- G = Government recurrent expencitures
I = ZInvestment (Gross Down)
) R = Geovernment racsipts includinc CDF
¥ = NIS ccntributicons Gross
H = BHousing Trust daductions
C = HNet Transfersg from Ovarssas
L 1l = Loans raised by Government locally net of resayments

L ¥ = 1oans razised abroad net of repayments
K-m = Honey creation by Bank cf Jamaica

b, h, n, r = Parametric constants or policy daterminable ratios

(44
I
R
e
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arget goods and scrvicas account balanca



The sys=tem reduces to a single eztimating equation:

i - (1-b) {L-n~h-r) {l-0)C

. + R E L1 X £+ (B-M {13}
t—l T b‘Ot .{t T ut, ( - t B alntd

The model frankly assumes continusé foreign exchange budgeting in ordsr

to achieve predetermined targets for (Ewﬁ)t. The warisbles 0, ., Ot' KT ara
. - EUhat 1Y [

exogenougly determined. The targstted values of the paramstric constants are:
b ; a.9
n = 0.02 ’
h = 02.025
r = 0.2
e model was therefore used to deibarwineg the national accounting

aggracata and the following picturz of the Jazmaican econormy in 1977 and 1978

ermerged.



6.1 ¢.D.P. Constant Pricas
Real GDP (i.e. in constant prices, 1575 bease) has been arrived at
on the assumption that the availability of foreign exchange to purchase im-
ported irputs (mainly fuel and raw waterizls) has been in 1976 and will
continua to be the main constraint on production in 1977 and 1978 The -
~ - L
method simply involves forecasting the availability of foreign-exchange,

making a ju@ggment as to the desirable allocation for imports of inputs of
fuel and raw ﬁaterialé agsuming that the rela;ionship between reél.foraign
inputs and real GDF does not changa from the 1975 relationship during the

period, and u;ing that relatioonship we derive the estimates of GDF as follows:
| TARLE 2

{Curreant prices in J§ million)

GHP GDP Growth in GDP %

1975 - 259 2653

1976 - 2831 2893 | + 9.0

1977 ~ 2843 2906 ‘ + 0.4 -.
1978 - 3068 3136 . £ 7.9

GDP constant 1975 prices®
% Growth

1975 - 26353 -

1976 -~ 2538 - 4.3
1877 - 1750 -31.0
1878 - 1811 + 3.5

* (1) Assumes imported vaw materials including fuel increases in
price at 6% per annum

(2) Assumes observed ratio of raw material imports to GDP -
Mining remains at 0.142

(3) Assumes GDP in Mining = bauxite exports + .57 alumina exports.
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I8

= $233 m

Atil #

Etm was estimata

f

lending tc Government essentially

- . ¢ ) N
were ultimately financed by an approximately agqual decline in reserves,

6.2 Compopants of G.HN.P.

Using the relationships in the medel

breakdown G.N.P.

-

icrxr

into its components.

10.

The

197¢& - monev creaticn by the central bank

, an attempt hzs been made to

following nurbers illustrate:

imports and outflows and

T2RLZ 3
JS mn.
1978 1575 1977 1678

Ytd 1984, 1 2080.7 2090.1 2260.2

Ct 1872.0 176C.0 1768.5 192}.5

5.F 311.1  ©320.7 7  321.6 338.6 -

Rt 522.7 639.¢ 622.1 637.1%

Nt 19.5 56.6 5€.9 61.4%*

E - 70.é 71.1 76.7

t

IZ comsumption can ke held ta the abé#é levels and if tﬁe Government
receipts figure is not far off than the level of government budgst (recurrent
and capital) will Zemend on the extent of loanz the Sovermment can raise locally
and diversions from the Housing Trust by wayv of loans or sales of housas tc the

m e
Lrusit,.

The followinge bHrzakdown

is

for illustra

tion only.



[w]

L*® - 52.0% 438.0 80.

W 36.0 £1.0 180.0

345.9 - 321.58 198.3

*({Scme not inflow went to privats sector and guasi government)

funds zbove wnakt it can invest

On the face of it L77P 17ill hZave surplus

in the light of the érastic constrzint placedé on capital goads imports. In anvy

event most of the cariial goods imports will be associated with public sactor

N -

higher level of local bozrxowing

g
a
|
9]
<
{0
[$H]

proiacts. Therafore, it mavy be possibla
by Government without risk c¢f creater inflationary pressura.
6.3 Faraecast aof Avzilzzle Forsign Exchangs

The forscasit of availakle foraign exchange is hased on a product by

product picture cf merchandise exports.
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TABLE &5

MERCEANBISE - EXPORTS L

!
~J
in
I
[}
‘0
~J
mw

JS F L4
1975 ©197¢ - 1957 *la7e
Primary Prcducts -
Barianas 14.8 . 14.0 14.0 20.5
Pimento and Ginger 8.1 9.3 10.2 10.4
Ccocoa . 1.7 1.7 1.8 2.1
Cocffze 3.7 2.7 3.9 3.0
Bauxite 57.4 125.0 142.8 149.6
Cther 5.2 £.6 7.2 7.5
131,22 1s50.3 180.1 192.6
Sami—?rocessad Trocducts -
Sugar 13e.7 5.0 cz.4 55.7
Mclassas in kulrs - - - - -
Alumina 303.9 270.0 361.0  475.6 . .
Cther 3.2 3.k 3. 3.9
Subtotal 4468 331.5 £16.2 535.2 -
Lanufacturad Goods 70.9 - €3.a 74.2 81.¢

TOTAL 649.6 354.8 671.2 80%.4

T

It will be notad that nmovement in the value of axports during the
period is mainly sttributahls teo increasas in bauxite and alumina. Alumina
figures are based cn axports of 1.8, 2.3 and 2.9 mn. tong for 1876, 1977 and

,

12782 raspactively at transfer prices of JSL8D, J$L187 and J§l8% respectively.
Bauxite reports are estimated at €.3, £.2 and §.8 mm. tons raspectively with

- -

transfer pricas of JF20, J$21. and J$2Z .raszectively. In Takls 7 estimates of



13.
sarvices, transfers and inflows (all net} are presented. TZourism (net) in i977
is expected to be J540 mn. resulting from inflows of J§icc . andé J$60 mm.
expendituras by Jamaican travelling abroad. The improvemept in 1977 is expacted

to rasult not so much from aa incraasse in vizitors to Jamaica as from a reducticn

x

'~

in expanditure abroad by Jamaican tourists. The further impravement in 1378 is
hased on the assumption of firmer economic rscovery in North America anéd an - .

improvement in Jamaica'simage and attractiveness as a destination resulting 4in an

* increase in visitors coming hare. Transiers net of J$517 mn. represents = deciine

of $6.8 mn. from 1875 and a mcre sicgnificant decline from crevious ysars. The
exslanation is reduction in inflows from source countries due to racassion in

1976 and 1977 and dve toc the incresasing "partial” emigration of Jamaican middle

ané& high incoeme families and a rising outflow for suppor:t and education ete.

Invesiment incomz (n=t) larcsly reflacts rising interash cost of foreign debt,

while net inflew reflects mainly a¥sected official inflows net of rapayoments on

rincipal.

6.4 Allocaticn of Forxsicn Exchanags

(Ead

Table £ shows how the permissanle level of imports derxived in Tetle 7

may be allocated amcng consumar goods, raw matarials {including fuel) and capit=l

gaods.
TEELE & )
- FORETE! ZXCEARNGD ALLCCATION
Paw Material
Yaar Congumaxr  incl. fuel ‘Capital
1875 21z2.5 494.3 314.4
1975 i85.8 4535 230.3
L1977 130.0 . 407.0 . 70.0

1878 150.0 450.0 i170.0

NOT T0 BE ReMOYED
FROM THE LiRpany



“TASIE T

POEZIGN EXCUANGI AVAIIASILITY
1575 1576 1377 1978

N
u
h
~1
f
[ns]
[
o

‘Merchandéise Exparts : « 5

Tourism (net) =+ - a0 60 80 .

Transfers {(nat) - 17 17 : 17
Investment Income {net) . -116 . =125 -135 )
Net Inflicow- - : + 95 + .18 + 80

iR}
w
~1
(o7
-
1-4
{0
tn
<3

+ RESERVES ) +253 - - o
- Repayment 0of Bo? Support - ‘=BG - 80 . - -

Imports c.i.f. : 350 .807. 776

The coxjective is always to pezmit the highast level of perifcrmance and growth

consistaent with maintaining the inflow of indispensable consumer goods. We
£ind that in 1877 future growth as determined by the importation of capitzl

gcods has to be given a lower priority than

capital goods imports ave heen curtailed-in qrdér te permit a2 greater allocation
to raw materials. The $130 mn, for consumer gcods will only buy essential‘foéé
imports, &rugs and some spare parts for rapalr (but autemeziles cannot ke accon—
modated) . Putting asile the import requiremants ;oi batxita/alumina and assuming
prices of imported raw matexials are risiﬁg at £% per fear, {the expected rata of
inflation in source countries, but which could be az.underzstimate if OPEC in-
crzases its o0il prices any more than this) one can sea that the rest of the economy
will be severszly restricted hy the scarcity of imported inputs. The monay t2rms
allocaticn to the rest of the economy, i.e. not including bawdite/alumina, is

as follaows:
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TABLE 8
G5 mm.
Yaar Raw Materizls alloczted Zauxit /}-LP'P" =agt
1976 £25: - 133 . 321
1977 207 184 233
w - I- ot : T T e el
1878 &5¢ 217 ’ 223

Ir the ODSGrVeﬂ (l°7q) ratlo of raw waterial imports to G.D.Z. re—

mains at 14.25 for the‘pericd to 157&, and if rrices of raw matexi l crts

rise at 6% per aanum, thoen G.D.7. in 1975 prices will be as presented in

Table 2. The figurss wouvld ke sancsitive to the a2llocation of foreign exchange

ot

and estimatas of the import content of

among seactors. deally, i€ we had at

each sector's ouhnuh, we would be able to say something about the effect cof

o

e

on raa . as =

M

0

changes in intarsactoral allocat on of £

raign sxchang

¥ |—.
G}

first estimation. The eabsence of an up~to-data imrort ouvtout table mekes it

impossible to take inte account indirect immert reculrercnfs oF sectocrs and

thus meore precisely ascextain the Q-;ec's of changes in =zllocation. ¥ozk

185

[

P - - [ -

started on this aporoach., However, ws can state that tha genarai objective for
allocation among sectors shouwld ‘be to mawimise G.D.Z. subject to market con-

straints and takine into account intersectoral relationships. Simply stated,

secters with low pear unit impor: reaulrament should have larger share of foreign

exchange provided the "social priority” of their output justifies it. Highest

oriority for foreign exchange must, however, be aszigned tec se r3 and suc-

sectcrs which are net earners of foreicn exchange (vwhich is why bauxite/alumina
reguirements warg taken out first),

6.5 Policy Implications

The above analysis idantifiasd the crucial areas for pelicy dacisions

and consecuantial administrative arrangements necessary for the mansgemsnt of

the fcreign exchange: auhg__. Thasce include:



it

possible importaticn of inoputs ané the diversion to sactors with

The axtreme sensitivity of real G.D.P. to the availakbility of

impcrtad

1

aw m

i

terials andé fusl for operating available capacity.
In order to sustain econcmic level ai the 1976 lavel, some -

, .
$150 mn. additicnal forsign axchangs inflows were required -

$320 for imported raw materials and $30 mm. for capital geoods.

Ih

The nead for stractural adjustment to arrest the declins in

and to increase the mroduction of exports, tourism earni ings and

-

import substitutes.

Allocaticon of foreicn sxchanga should ssek to afiord the largest

minimun import requirsments consistent with cutput nrlorltles,

- Y

employment and inter-industry compatikbilities. For example, an
incrzase to ur to three shifts per day in the industrial sectors

-

0 maximise use of sxisting capacity and reduce need for additicn

Gevernment borrowing nf $200 rm. from the central bank to

financez the 1%37/78 figcal doficit shculd zasult in additional

the mechanisi whereby the monetarv authcrities determine the foras

exchongz situaticn and hencs the zffects of dnmestic money crzation

can ncw be ~uantif

[ N
o
27
Fhy
o
=
H
H

<
¥
0
a
K
P
ot
[N
]

<

Restructuring of taxation to commensata for the reduction in the
level of impozrts.

Tne need for hicher administrative apoparavus for foreign. exchange
allcdcation, price control, distribution cf basic necessities and

control- of monev cost comopenents of productiond -

1
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agement reasons, but rathar tc ensure

ANaGgen
andg

17.
for an incomess policy, not for traditional demand
z more eguitable digtribu-
as

aduction in unemployment.

r
Sovarnmant of private enterprisas such
v for Govarnnment to

tion of incoms
on &y
sar

i ol
itk

The acguis
the puklic utilities, made it neces
its foreign borrowing instead of the private borrowing

companies on internmaticnal capital markets.
flexible axchzange stratagy to facilitate structural

A
increase
of these
9. The nesd for I a axch
andé rzcducticn in the éunctional dependenéy of the economy.
stratagy should be seen as = majer plank towsrds
iciency without czusing undue hardships

rate
.-

Exchange
greaéer economic salf-sufs
on the poorer sactions of the population.
7. CONSCQUENTIAL POLICY DECISIONS.
Az a result of indanth analysis of the availabls péli_g cotions
ere takaen:

+he level of Ecocnomic Activity
conomic activity at 1975 lavels and wravant
~

(a)
in the aconomy, it was declded to incraasa

3190 mn. in the 1977/78 fiscal

A
rmnanc

neg
om $A00 mn., to $750 mn. in 1977

Gove
tarials was kept

vaar.
{b) Railsinc of the Imcor: Lavels
It was estimated that iI the leavel cf raw =
within the budgat forscast of $20C tm. some 50,000 jovs would be
c In additicon, the rastriction
rn. would have adverse eifects
in the

lost in the menufacturing sactor.
37C
flence the entire incraase
= af the

cf capital coods imoport
on the construction sector.

import budget was earmark sroductive sectors
u

accncmy , especizlly man
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(c) Balance c¢f Payments and Buddetarv Suppozt
In order toc reducs Government borrgwing from the Central mank,
it was decidad tc channsl most of the foreign loans throuch the
Government budget a2s a2 raplacament Ior the estimated $206 mn.
borrowing from the central bank. Thus the price incrsases
‘uf about 9% which would have Eeen genarated by Central Bank
money creation of $200 mn. was virtually reduced to zaro.

{d8) The imposition of a Gual exch=nge rate

In order itc hoost expoxts, razduce sunsidics to the productive

sectors such as sugar, bananas and tourism so that these sectors

would be net contributors to the Government budget rather than

4

receivers of subsidies, it was decided to adjust the axchange rats
vithout exacerbating tha rate of inflation. It was, therafore
decided to split the sxchancge rate in two. The old rate -- the

Basic Rate of J$1.00 = USSL1l.10 - was maintained for the imports

of basic foeds such as rice, corn, whsat, soya ste.; fusl, drugs,

animal feeds, fertilisars ané varm. In addifiéﬁ;;fﬁgﬂfganséc-

ticns of Govermment =nd the kauxite and aluminz were kept at the
basic rata. A1l cther foreign exchange transacticns were placzd

on thelsgecial rate ox daprcciated Sv 37%% wherchy F81,00 = USS0.80,
lowever, on thsa lsgi August, all setroleum imports were placed on
Eﬁe“épezial rate but adjustments on ths local tax tc pféﬁent the
incraase in domestic prices were macde. Credits tc the Exchanga

Rate Stabilisaticn Fund frcom the sale of Iforeion cxchange to pay

for petroleun imports comoensated for tha less in the tax ravenus.
BElso tha bauxite and alumnina companies ware allowed to convert a
small portion of their local costs foreign exchange inflows at
the basic rate to accommodate the local purchases of imported

cormmodities which were affected bv the special rate.
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was 27%.

~estimatad to be lass than

[

5% since only 30% o
would have baen affec ted by ;he snec1nl ratw
A —

19

'}

oact on 1

1
e

Consumer Price Index was

arage rate of depreciztion of the Jam“l“a Golla_
The cvarall iz

£ the C.P.I. Basket
y
(e) uLnd Ly Arrangement with the T.M.F. I e = a
- A SL and-by arrangement for a two-year p=r;od ~ March 1977_t0 -
o :mﬁgrph %?79 - was g HClUGEu with the IJ{.;¥§ﬂ June 1377. e -
: Under this ar*cnceﬂEju, Samaica could Du_c asc‘étD.R. 64 mn |
or 3 1/3 enlarged ¢
;_“(f) The t}chg ning q

salariss wera

L kev-\-;-
' - ' .

radi t*anc“es from the I.M.P. over the period. _
£ the i to ansure that wages and

rsoa

cof infiation which was zstizated
in 1977. In addition,

th

to be around 15%

v

were alsa restricted to

profits and diwv uena%;: L.
ed to a mgﬁi@pﬂtgf 7% pesr annwn. sar = in
{g) ZIncrsase ;n éh;—é;at;tﬁé;q;iézié‘Q;;;;;_;r_;;; :;;rarc;ﬂa banksg

o _;n the area ci monetry ralicy, the stat utarv 1 Uﬂld asset rgfg:~??e§f
. of the Pgﬁngfplgl banﬁs was 11crafsed byl_lvc 1n o stages to ot -
. 29_.5%. This servad tc abscrb a substantial amcunh.of lé-ula_tv i
from the commercial banks - et
8, s.e THE BOSGET ) _ o .
The manageament cI the 3Sudgat is assentially done by two agenciss -
“ne Tracde Administrator's Depariment and the Exchange Control Departmant. ‘ i
Thase activities are co-ordinztsd in tﬁe Foreign Exchange Budgeting Unit of
the Bank of Jamaica. -
8.1 xchange Contzol ~ Raculation of Service Pavmants
Since 19872, Exchanga
intensified as

Contrsl regulations in Jamzica
1<

the balance of pavrents prablems becama rora and more acute
and in January 1977. 1

bl

wera being
;

L
orivate travel allcwancs

xchanga t*ansactions except the basic
of U3535 per ann

required the approval of the
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Exchange Control Department. On account of the difficult foreign exchange

pesiticn, the amcrtizaticn of private daibt was suszended for eighiesn months

axcapt where the debts were due to foraicn Government or Government cwned

’

instituticns. Service payments such’ as profits and dividends and interest on

private debt.were to be made with 30-day lag-and Royalty and Insurance Payrents

with 180-day lag until June 1978. "In addition, no vayments wara to be allowed

for gifts, maintenance, migration,. bedquests and grants except on humanitariezn
-~ - 3 - .. -

‘n ~ 4 -

grounds. Payments for current imports andé trade credits also requirad Exchange

Control approval. (See Appendix B which gives the guidelinas for service cayments)

-8ince nearly all forelgn exchange payments reguirad Exchange Control
approval, the Exchanga Conitrel Department was effectively implementing the

foreign exchangs budget.’

8,2 The Trade Administrator’'s Department - Adninistration of the Import Budcet

- A1l imports wesre-placed on licence ané the Trade Administrator’s

Departmant was empowered te grant licences as determined by the forsign exchange

- - - -

budget. Fcreign exchange asllocations axre made for the broaé categoriss of
imports and the Prade Administrator's Department allocate the amcunts to the

of pavments has to be completad on sach licence

1]

various importers. 2 schedul:

and this datz is fed into the fcreign exchange budgat to ccocrrespond with the-

menthly foreign exchanga payments Wnich can Be allgwed by the Zxchange Control

Department cf the Bank of Jamaica. Thus, each month an estimate of total

payments is mada and matchéd against estimatad raceipts. Paoyments in excass

of recelpts result in a loss of reserves and this is kept %c a minimm since

fcreign reserves of the central bank-is low, - The scheduling of import oayments

on the basis of a monthly average for twelve months pravents the "bunching”

of import payments at any one period of the year.

m
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tarms of "payments for

'—IA
o

The schecduling cf ths cash flows

as opposad to the "lavel of imports”, madae it necessary to classify
nez cranted for imports inte the following categorias: -

Discrationary Import.Licences - imports to ha paid for cut of

’

funds import Licences — e.c. Imports of the havxits sector and

]
4
o]

Tied Import Licencas ~ i.e. Imports against lines of credit and
specific financing arrangements such as project loans and aié.-
Discrationary Impor:t Licences

r import licenca®
form a part of the cash flow budget since forszign exchange would
have to be obtained from the domestic banking systam to pay for -
imports in the currant kudget year,

No Funds Imports Licen

e}

as =

nd alumina are classifisd as no

'E)

Dirack imports of the bauxite
funds imporis on the grounds that nc foreign sxchange has to be
obtained frcm the banking system tc pay for these. Howevar,

these transacticns werld be rpart of the balance cf payments

Tiad imports are also excliuded from the cash flow budget since ne
diract forzign exchanca pavmant is incurred and as such exchnanga

~

S}

]

Q

cantrol approval is nct necessarv. 0Obvi 1y, these imports would

the total "level" of imports and ara2 includeé in the

r
i

i
i‘J
T
O
o
j~

o
hl}
—
i

ancg cf paymants accounts.
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iy

FC MOVEMERNTS IN THE '—'{"'S:-.VF' S

TT

=

Having estimated the sources and usss of fcoreign sxchange on 2

’

cash basis, it is fairly easy to detsrmine the movement in reserves. If

paymsnts excead receipts, the reserves should decline ccordlngly and vice

versa. Hewever, since there is a lag betwesn cbtaining exchangs control

aporoval anéd the actual purchase of foreign exchange, a2n adjustment would

4]

have to be made to the surplus cr deficit between sayments and raceipts as

l |

the case may be. Since therz is no central Forsign Exchange Pool, F.E.
approvals ars used a&s a proxy for actual forecign exchange sales by the

banking system. For exazmple, in one month actuzl sele of fcreign exchangs

may be greatsr than exchange conixol approvzls fcr the snle of foreign exchznce

or vice versa. In a tight foirelgn sxchznge sit uﬂ*lo“, however, the lag shoull

. approvals on the averaga since forsigm

=

hardly be more than three days ol

exchange 1s purchased as soon as approval is obtained. . Data £ or tha mansgement

from Torm-F.E. (See Appandix IIT}

..



10, CONCLODING REMEREES

-

ar, it has been an

- . . o e

PR

—— =

therxe are indicaticns that the current acccun: daficit
of the measures which woers taken earlier in the year.

- _The Fcreign Exchange Budgeting exerciss has

! makars some valuable insighits to ketbter under
i A .

variakles in the werking of the Jamaican aconcmy.

e

The intsr-relationsi:ips batween the Honey

=

for a mozxrs

allcws

that adecguate and

' given the scrneric, social and

A e mE e e - s C me—tm 4 = A e ———n s e — e

3 A -
industrial

attituds of the

pclicy dacisicens.

——— ke Pe = e

PRSI,

Foraign Exchange Budgsting as part of oversll econcmic,
ané foreign exchange menagement is still ia the evoluticnary stages in
gffective tool and part of the entire mechanism

P g e Tt -

is being developed for economic and social traasformation in

Supply, tha Balance of

Payvmentse and the Gross Domestic Prodéuct can now ba more easily

political realities of the Carikhean

countries, there is not much room

Jamaica.

[ — A m -

is narrcwing as a result

given to policy-

hehavicur of crucial

guantified

rsis of the zolicy opticns

and the

far mistakes in



" See A: Mattera, Forzign Exchangs Budgets
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NCTES BAXD RETZRENCES

For a detailed analysis of Foreign Exchange Budgeting in Latin Rmerica

i_]n
o}

Latin America, I.“.F.

taff Papers Vol. 4, 1854,

A. Matteraz. Op. cit p. 291

- . -
=
T

The I.M.F. Apcrocach to the Balance of Payments - 2 collcction of rasearch

papers by members cf staff of the I.M.F. has been brought together in:

"The Mcnetary Avorcach e the Ealanece of Payvments", I.M.F. Washington D.C.
1977.

For an analysis of Foreign Exchange Management with parsiculer refersnce

tc small opan econcomiss, see: C. Y. Thomas "Resesrve Adsguacvy and Regicnal

ucta

k]
cr
in

Co—cperation in Resarve and Payment Managemant" Ragional Monetary S

n

Conference, Jemalca, 1973; Courinev M. Blackman "Managing Resarves for
Econoric Development”, Cclumbia Journal of Rusiness- 1976; ané Asgar Rllv

"The Potential oI Autonomous Mopetary Policy in Small Open Econcmies —

The Case of Jamaica", Journal of Develcpment Studies, University cf Sussaex,

1975,

T

In Jamaica, a cne-vear Emergency Plan was drawn

=
H
4]
31
i_J
10
~]
~1
1
&
7]
g
[¢]
H
v
'.-l
wn

now in prograss on the Plan for 1978 - 4z,
G. G. Bennick: Miaticnal AZccounting View of the Jamaican Economy, 1877 and

1978, H¥Mational Plznninc aagency 1972,
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Experts (f.0.b.)

Imports {(f.o.b.)

* B. services (net)

Foreign Travel
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G. Alliocation of 3DRs

-+ Hs Total F plus G
I. Change in Reserves

-
Lia

-

ey Zrrors and Cmissions

Holdings of SDRs

Reserve Position in the

Government
Capital Development rund
Bank of Jamaica

Cther Banks

n -
Ourca: Bank of Jamaica

BALANCE OF PAYMENTS SIMMARY OF JAMAICA
1972 -~ 1976

Jimillion

=
jopt

o

tn
\D

o

Y
[94)
N

n

o
=

N

n
=3
(¥)]

~3

n

P
o

>

Lh

\D
ra

3.4

18.3

53.1




MINISTRY  TLPER 1777

-, EXCHINGE COQNTROL GUIDELTNES

MIGRATICH

{a)} Except for any spe.cial cases dealt with under (h) ne

., .remittonces of copital or :an:c:..e will e al.mwed to parsons who

have migrated from Jamaicsa ox mi rate at a.'ry tJ.me in the

St . - o -

(b} Apolication may he made to Exchange Oontrol for su!xnj_ss:...n to

tha Minister for consideration of any spec:..al cases on

hu...anita.. iun grounds. ipplications must be fully decimanted
in h’.’.‘;tlng, giving all relevant information. In the event the

Ministor considers the apnlication fa‘m&‘.:..aly, the maximum

TS . . aa . . -

PR a4

amount which will na...-..,x.l'_.r'be allowed \n.Ll’ e $4,000 in any

l.?-.-mnt:h period,
- ™ order £a p:eve..... "-ds in the trangition per...ud to tﬁ

naw axrangements, application for remittances c-f incoma up to'
the 3C0th ;pril 1977 will e considered provided that the

eaxed g azr-ax.mt‘ shail mt- gxceed 55020 in any one .-:-::m:}- a.r}d .
$1 000 in the period, | - ) ‘

{c) Dersons nu.grati.rjg qu Jn;...'aaica v:aill be .r.'ec-_uired to r'.::..fa a S

de.'clarat:ion to r:‘;s'.change Contxral cn’fe 21l their assets ardr N

MMaxiiities, In the absence of such daclara ‘.'. ion Exchange

Control m.ll nat al lcw anpy twansaction by way of sale,
transfer or any dealings in thesa assets.

ﬁ

EDCHTI

{a) S"L.cents alr“adj & tenm.ng courses at ingtitutions of Higher

> .

or Professiocnal Edugation cer'.::‘.fied as sne‘n Ly the Ministry

of Education w114. continua 0 receive ‘uf:as abroad on the

basis of rates and amcunts already approved oy Exchangye Control
on Form M. DRemittances restricted to one semester or gne texm's
expensas will be allowed on each application.

) Students wishing to enker )‘.nstitutions of Higher oxr Professional
_Edueation for the Iicst time afier ls“ January 1277 will be

racuirad to provide = cer"i"icata {rom t‘ae ...r._st:'-y of Education

. /ERAL aee.a..
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{c)

Bl

(a

{e)

{£}

{g}

may be. . , -

that the coursa of training is considered a priaricy course

and it is elther not availaile in Jamalca -gr the student cannot
obtazin ad=ittan to an =ducaticn Institution ia Jamaica., 8 in

(a} adcve, the Ministry of Zducation oust alse have certified

+hat the institution is one of Higher or Professicnal- Education,

Aemittances will be on the basis sst out in (a) above.

tudents granted loans under the Students' Loan Scheme, or

who hold Government scholarshins or scholarships aporoved by the

inistry of Education will be permitted to have funds remitted

e

on the besis_set out at ({a)} above to the exteat approved by the

g . - .
S*ucents Ioan Burest or the Minigtey of Zducation as the case

- . . - ' *

Persons already undertalking te_dnlc_l trade tzaining courses,

not involvinog attendance ak an institution of Higher or

Professional Educaticn will he allowed rfemitéances to anakie

them to complete their courses. New applicants for thesae

courses must satisfy Exchange Control that the couzse is a pricrity

one znd recommended by the Ministry of Education or Labour,
In all cases at {c) and (3} above, IMchange Control must be

satisfied that the Student has entered into an agresment with
: 5 g

ﬁl& eﬂrlcver, or the entity granting the lcan or schwslarship

to return te Jamaica to wock for an agresd pericd in the dal=zult

of which the Zunds remittad or ceid becoms a dent Sus to the
. I

entisy.,

i‘l"

In all other cases not covared v the zbove, students now
studying abroad will ke permitted to continue their ccourses
until the end of the prasa;t acadamic ?ear on the basis of
szﬁ #Hs already appz roved but with actual remittances being
restxicted on éach aunlx****cr to one semester Or ons term's
exoenses. At the end of this academic year, no further resmittances
will be allowed for students—alreaéy on courses or Ior naw
gtudants,

In all caseg wnere it is conside:ad that there are speclal
circumstances justifying an exception from the acove, .

/vritten .....
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{h)

&)

(42

{k}

{a)

(b}

written aprlication must be made to Exchange Conrrol making
out a case. &Sxchange Control will transmie the application to

the Minister for a decision. In no case should application be -

made in person, ' ) L
In all &he above cascs, commarcial banks are only permittsd to

-

make remitiances on the basis of individual Porms P.B. as —~--"

o~ . - -

approved by S:charge Contzol. - - : SR e TRy

All other BExchange Contral recuirements and procedures under -

thig head, except zs mcdified akove, cantirme in ‘fgrce; o

1)
i

izbion foes, corsaspondance course f.a-e_s pavahla bw pérson.é
resident in Jamaiza will be dealt with om the basds of indiwviih:=al
applications. ' h .

In dealing with applicatiors other than under (b) to (j) above,
Exchange Control will be gulded by the recomsendation of a
Committec drawn fzrom Lhe Mindstry of Education and the Ministry
of ILabour, the University of the Pest Indies and the Studepks’

Ioan 3ureau, as to the priority to be attached to courses. -

HATNTENINCS
ARDIESRING

Excent for any special cases dealt with at (B) no remittances
for the mzintaznance of dependnnts resident outside of Javaaca
will be allowed.

2Zpplicaticns may be made to Exchange Comtrol for sutmigsion to

the Minister for consideration of any special cases on humanitarian

"grounds, Apclications must be fnlly documentad in writing glving

all zelavant information. In the event the Minister congsidars the
application favourably, the maximum amount which will normally be
allowed will not exceed 32,000 per amnum for a wife and §1,000 per

annum for a child up to a maximum of $2,000 per annum, In arder to

pravent hardship in the transition pericd to the new arrancerents,

‘appllcation for remittances to dependmta residsnt abroad prior to

lst Janwary 1577 will be permii:.ted at 1 monthly rate not exceeding

the amounts mentioned above for the period ending 3cth april 1977.

VR VO



ENEFITS UNDER VILLS JND OPEEST.LIES

{a} Except for any snec‘al cases dealt wifh at (b) no remittances

of Ca;u.tal or J.nco'ne. 1-::!.1_‘. be alloved ta ba".eric..a.r:" es tm;ie.\;_

< . a .

wi]_.s or ""tes..acies. .

{») }polw.-.tlons oy be made Lo "‘*cchanan Cantrol for submission

e Renoc .
to the -*.'Ln_s..e.. Lfor cons:.c:ara-.A.cn of any special cases on

humanitarian gzour—.ds. #pplications must be. fully documented

in writing g:.vur a1l v‘e_eva ¢ information. In the event

the HJ.._.l...tel.‘ consxce..s t.he a-:-:l.u.caulon La.vo"“a::__{ the ._.ax_._.-'m

- . vo- . '

amcurt -.e‘nich wil_‘:. bo normz\lly allowed will Ze §4,000 for .

a I-month paricd.

< oy t
oo
. f
e - )
A
¥
- ' 2 - . .
. - - -
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5, LIFE LUIWmAICE

No further trangfers of lifa insurzmce.contracts for Migrancs will be approved,
The Migrant ghall be iree,hovevar, to continue premivm payments In Jazaica and

on surzeandar, or maturity of the policy or payment of a elzim,the amount shall -

be added to his amsets and dealt with wvnder (1) abova,

rh

< A reeident will not be permitted to rezit Life Insurahce premicms in respect o

any ﬁoliéy. N

y . . . . . ) .
6. GIFTS . o .
) T S e B e
Wc ::Dunts shall be available for remittance as a Gift, . -
. 7. MEDICAL EXTENSED . .

lem ©

Remittznces for medical tzeatment abroad will be alil owed where twe doctors in

Jrosica certify in writing rthat the recocmended treatment, is not available in

Jamaica, Exchange Control may also obtain.an opinifon from the Ministry of

Health and will be guided thereby. R . S .
8. TROFESSIONAL ORGANIZATIONS. TEED, SﬁTaC _-LLOWS EIC.
{a) Faes payable to profzasiomal urﬁaniza“*ous abroad ags a condition of

membership of the professional organization will be allowed: Zor .

r=nitiance, L~ .

(b) Group insurance (ether than Life insurance) coonected with the ~ -
professliconal zssociation of which the resident iz 2 metber and whieh
is not zvailsble lecally, will be eligitle for remittance on the'basis .
of individual evaluaticn by Exchange Contrel.

(e - Subscr‘nt-Jns to learned joumals, newsozpers and : zszazines ail’ be
allewable, N ) R ST T

9. TRAVEL
B . MR a R L
(3} Tinds will be provided for business travel oaly of an absolutaly

. ' eszsential rmaters with priority being given vhere the applicsnt can.
dsmonstrzte ‘that such travel will result in the earnine or saving
of forelegn exchange as a direct result of the trip. Appllestien

. must be made ta Exchange Control in each case. .. : .

e will only be vided for t 1 on behalf of the Gov y - '
), .. Fimds will only be provided for travel behalf of the Govermment
. Central and Local gstatutory Lodisp, or Govarmuent cempanies on the
- . basis of uritten authorizgtion f:om the Ilinistry of Finaanca and the.
. ¥
cerne The agplicztion an etters must
Minjstry concerned. The agpl £d and letters must be forwarded

to Exchange Control. . RS
{cr Sperting and cultural events abroad, conventions and Saetings ol

rrofesgsional societies ete.:
In esch case uhether or not the delesaticn has Government or private
_wembers, the application for funés —ust be acccmpanied by a latter

of recoummendation from the relevemt Miaiscry,

(2} . Holiday Travel: An =mount of %£50 per person per acnmum is allowable
asg from lat Januvary 1977, All previous umused allocacions are
cancelled, and anounts allcwed under the emerzency arTangements
gince lat Janvarr 1977 , will be applied agzinst the year's alloca-
tion.

Jo....



10.

11,

12.

‘elaims afrer 30ch June 1977. ":: .

INSURAHCE

(a) _-3 tffe insurance premiims may not be remitted abroad by amy fnanrance
ccaopany or ageﬂ . . ) .

¢)) For the period up to 30th June 1977, iasurance premiuems,whather .
« Trmpanizted -divectily or through zn agent or broker or in the. forom of
reinserance promiwmas shall in the first instance be placed in
Blocked Accounts to the credit of the principals concerned and
Exchange Contrel so advised., Aoplicat?
made to Exchange Control Ior the remi

be placed in Tiocked Accounts and held uaril 30th June 1577, by which
*date new guldelines will be issved and applications submit ed to:

Exchenge Control on Forms P.E. on the basisg of the guidalines, .

{¢c) . Head Cffice axpenses and other charges pavable to Heaé Office shall .| . .

Exchacge Control shall be advised - when the amounts are c;ed o
to the 9¢0cﬁeu Accounts, LT

ROYALTIZS, TRADE-MARKS, COMMICSIONS & FEEZ, C o
HFAD OFFICT EXSTHCEC, MATBGEMTUT EZPTUSEZ

Pazments due under the above headings will be Blocked for the perded to

30th June 1977, Thersafter new guidelines will be issued.  All persons

g

involvad in maling these payments should submit full details.by 28th February,
1377. Failure te do-so will result in elimination frcﬂ ccnsxae*ahxan of any .
. L o -, . e T .

CONSULT "'*’""'q *"““‘“”’""" T, TECHNECAL AS

AT AT A ATDTT e Ty
TLLOTG, SISTAIYE, FRASIZILITY STUDIRS

L;pliéhtions for remittance undor existipg contracts already. hpnroved by

==

Exchange Control will be allowed on the basis of pro rata monthly payrments .

up to 30th June 1977 or up to such earlier date vhen new aryar ngamcnﬁs ara
subatituted, During thie pariod all exisiing contracts must be submitfed LoTr

reviaw for a detsmuination as to whether they should be rnarminated, modified

or continued in the

e
i
4]
M
{14
2
=)
rt

L.
form. .

i R - - P -

DERTS T FORSIsIT SuriaAres

HESET Pt

-

All companies,insti tutions and p versons having an indebtedness te a nen-resident

lender are recuirad to provide the following details by 23th February 1977:

() Principal of lecan and terms;

{t) amouat outstandinas ac 1/1777 d"s::n. uishing betwwesn principal and
any outstanding interest; ' .- .

{c) the due daces for payment of inkercst znd rrinclpal and shown on a

guartarly basis commencing with lgt January 1977;

(d) An estimate of the amount which rill actually be avallalle for payment
of interest and principal inm ench quartex. .

et . . f(E)oAio



14.

is,

17.

{e} Hor*ﬂllf apnroval will be given for remis :.:a nces of iatersst and
rincipal after erxamination of the information supplied above.
Under normal circurgtances aoproval will ba granted for remitiances
in each cuarter in respect of payrents accrues ard due in the
immediatel ly nrecading cuartaern ) -

{£} ihare no scse-_.-*... due dates are incorporated in zny loan agreement,
payments shall be on the basis detarminad by Exchanges Contral after
rev;ewxng__he ‘information at ta), (b} ard {3} abows,

-

{g} Remittances will only be allewed whers income tax legally dee has
been paid or suitably secured. .

PROFITS jND DIVISZNDS . - - . . T e :

“(a) . pividends sayable to non-residert cwners of sha_:ﬂs 2hall ba subject

to the ganeral guidelines limiting Qividends payable by all companies
to the eculvalent of 7% of not worth of the co:rnany

)y 211 branch cperat cms in Jamaica for the purposds cf :n':of.a.‘t

" ‘remittances will be treated for Decharnge Control purpeses on the same

.Sasis as if *'.:hey were subsgidiary ccz:t-,,am,es registered jn Jatwaica and
aceoxdingly the remitiances of branch profits may not excesd Ehe
aruivalant of "% of tha pet worth of the operations in Jamalca.

(¢} Ell companies or br:anc wes in Jumaica planning to make dividand
payments to non-residents ox to remit profits on the basia of (D)
abeve shall as ‘rcm 1977 suhmit Actaila of tha asiimatad a::nu_nt..of
dividends or profirs and the estimated dat& of parwondt in einh geas
by the 3lst March, R

{d) Appldcations for remittances shall be aéﬂcmpmxind by the audited
fccomits of the company end confizmation that the relevant Taxas have
been paid. Remittances will be allowed on the above basis after
examination of the informaticn submitted at ({g) above, :

EXTTENAL LCCGUNTS . .

E=basgies, High Comm SSiCF—S, d.nternatz.on_‘ argzmizations and their non-
o

resident s“af-_‘a an other ngn-rasident holders of External Accounts may

continue to have these ‘accounts siebrit]ed and cr_“atéa as provided under
existing au_clel..."xes. As from Yot hporil 1377, persorns working in Jamalca
on a ¥Work Fermit will only ke permitted to cradit to an External Account
20% of their gross earnings.

DEMSYCNS

Fensions may continue to be rsmitted on a monthly basis,

PURCHASE QF LOCkL ~EZSETS Y 2ESIDENTS FROM NGH-REESIDINTE

{a} Residents will only be granted permicsion to purchase local assets
irca non-rasidents where arrangezaents for remittances of the sale
proceeds have been made satisfactory to Swchange Control. Ia
generzl, whers the non-rasident is not a form resident of ua""*"a
{i.e. is not a migrant resident abroad) payment of capital monles
over a period of less than.l0 years will not be permitted.

{l) vhere the vendor is a former resident, the proceeds of sale remain

part of nis local assets and are dealt with as provided under
1 abova, . -

/ {e) eeaaas



{c) £ nssets by non~recidenca to residents
the vendor or hiz zzent must agree in writing thet Exchenge Control
aay procura’ at his cxpense an indepondent valuation of the essetn
by a Valuer appointed by Exchange Contzol. The Valuer will provide :-
(L) Thz value of the assets which would Tte zsed by 2 lender: ’
NS s tha besis for the sranting of a lsan on the security
of the aaset; .
{11y the merket value of the sgset which a wiiling buyer would
reasonably ba expacted to pav to a willing seller having
- regard to economic factors thenm prevailing,
Exchangs Control chall be ~uidad by thesc values ia aoprovioe
SR the price at which the csset ig to he trgmgiervad and will net
. - grant approval wuere the propesed transfer price is out of line
with the wvaluation.
18, In 511 2ades wher payments are due by 2 resident to a non-recidani, and the

e vemitted Gecause of

t ko ledpe ¢

iz frae to Tequire the residen
aceount in an authoriged benk in the nsmag
3 DAYID B

Deputy P

rime Hinister &
192h Janua

“hese guidelines, the aon-resident
he differance to the credit of zn

of the noo-rasident.

CCoRR
Minister of Finenca = -
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QhIGINAL COFY (whie)
DUPLICATE COFY (Ycllow)
TRIFPLICATE COFY D)

ENTER ONE TYPE OF TRANSACTION ONLY ON EACH FORM !

BANK OF lAMAICA

Bank

Purpose
Applicant's Name
Applicant’s Permanent Adaress

Name of Beneficiary’
Banaliciary's Address

FOREIGN COUNTRY

CURRENCY!
OETAILS i

METHOD OF PAYMENT } RECSIPT

Amagunt of Foreian Currancy
hia weords)

LWe Declare That:

AMOUNT & TYPE OF CURRENLC Y

FOREIGN EXCHANGE REPORT
{Under the Exchange Control et}

i COOE MO,

| .

—

Transaciion Darte

Passport No.
{for trave! onty)

} RATE OF EXCHANGE (LOCAL CURFPENCY EQUIVALENT

| a5

—~ i - —_ i o P N
|—_.-nm\r-r| Zr.7. |Seneaval Coumrrency | OM. 6, G | JwmT.

DECLARATION BY APPLICANT

the above statements are ffue and that the loreign currency will be used solely for the puzpose stated and LA\Ve acknowicage that
any perMIssION given on this Form wal! tanse it not utilised within thirty days from the gatz of autnorisatan.

‘ TAMP OF APPRDVAL

. AND TOATE

00 | Buginess Travei

=]

Other Travay

imporicd Goeds lexciuding Gii and

[=]
I

1 | Proaucts)

| 03 . lmporied Goods (Dil and Proguets)
i

———
|

‘ 04 | Zxpors*

Requests ! Grann

[ FY © Maprants’ Transters
L 0s

Frivate Gilty
| DA ! Manienance
|

| 03 ' Educsuon

| 10 ! Pamenrer Fzres
h ]
I' 11 | Commysmon

| 13 : Llte log=rance

* For exparli tnee?t CO2 number here-

PURCHASE | |

-t

STAMP OF 3ANK

FOR USE BY BANKS ONLY

'PRIVATE SECTOR |

TYPE OF TRANSACTION
REVISED CLASSIFICATION

General Insurenge

1= ]

Peasiont

I3

Aauxite Company Transacuons

-
o

k

Rovaltes

-
-

1
3 Advertiang

I
™

Film Rental

1F

THyvidends

Pratils

153
-

22 } Charter lre

. i
| 23 ;i Port Dhsbursements iexcluding freszht)
—
P24 ! Intemational Commumicztion Charess
M

25 1

AMiuscellanenus Curzent Transactions

Qfficial Tranlers

in
0 <

Reruitances - Jamaics Embaazies ang
Alismons {including Soatutory Orram-
xatiani)

X}

\i

Applicant's Sizngiure

STAMP QF pamMNs VERIFYING
AMPPLICANT S SIGNATURE

— R

i Puaucsscmai |

—_—

Tournst Retunds

| 28 |
i
1
l 29 | iotecest < Central Governmant
! 10 ! Interest - Puzbe Secior {Goosm-
I | ment guaranteed)
31 Inierest - Public Sectar tOther)

Interest - Private Seelor (Goverm
; meal guaraniced)

Intereat - Privats Sector {Otner)

Loany « Centra! Government

Loans - Puklie 3ecior (Hiovemn:
men guaranizsed)

| 36 | Luans- Publit Setor ({hncer

i Lwuans « Privaic Svclor (Govern-
i meni tuaranterd}

38 ! Loans- Private Sector (Dther)

T Centeai Gonernmtznt Caprtal
| ! Tranucupnns
H ! Qther Puhae Segror Capicai
HIE1 Ry
1 Transactinm
au Private Secier Capieal
Tranmastion

i
142 Zsternal Arcounts

43 Perzonal Income

i
!
i




