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This paper locks at the growth of government and the
tendency tpowards increased budget deficits in Jamai&a which
constrain government expenditurs to promote sconomic érﬂwth
and development. Huge balance of payments deticits anmd
shortage of foreign exchange led to policies of demand
restraict Qnﬁer IMF~supported adjustment programmes during
the 19B0s. Thess were the major -factors that determ#nad ST
imprmvedr4iscal management. However, politicians’ pursuit
of political power had & significant influence on 4iscai
policy prior to géneral Elg;tians which tgnded to 1eaq
guve%nhant down the path of deficit fimamcing. Fotential
sources of revenws for fFinancing necessary expenditure S
to lie in-greater tan compfiante in the absence of

gignifticant growth in the productive sectors of the sconomy.

Failimg this, governmenht will resorht to debt which carn only
further constrain tte financial capacity to promots sconomic

development.
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I. Introduction: The Role of Govermment in Economic

Browth and Development

CBovernment’'s role in the ecohomy was traditionally to
provide externalities to facilitate the process of economic

growth based on priva*— 1n1t1mt1v:, The gconomic depression

aasm:iatéd with the secnnd Nmrld Nar and the Keynesian

prescr1pt10n5 %Dr rastarlng ECDanlC prosperity enlarged and

ea%ended thmt role to the managemant D% the economy thémugh
the use Df mohetary and fiscal tools.

Classical sconomists believed that fluctuaticns in
ecmﬁmmic'a:tivitiaa which wpset the condition of full
enployment would be smoothed aut_by szl f-correcting forces
pperating within & marked economy. On the other hand
Heynésians felt that the market =conomy did not operate in
the smooth mannér assumed by the classical esconomists and
hermce government intervention was necessary to prevent
rising Qnemplmyment. This interverntion took the form of
aggregate spending which govermment wouwld 2ither increasss or
decréaaﬁ in responss 1o dnadeguats or sdcesss demand as the
case may he. The grmﬁth n% governmaent has however L rEase
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te of the sconomy. This

growth measured in terms of Lotal expesnditure to GDF has
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hesn more significant for BEuropean countriss such as the
United Eingdom and the Scandinavanian countriss where

welfare bhenefits constitute a greater component of

zupenditure than in a country such as the United States.
Government has also grown in developing countries In
dJamaica, the ratio of tatalréuvernmant 3npend1tur to GDF
was 23 percent in 1971 but iﬁdke§§?ﬁ:ﬁ§733 percent in 1575,
In fiscal year 1980 the ratio was &= high as 49 percent. By
1?88/5? the ratimrwas redﬁﬁad although it Q%E‘Etill over 40
percent (Table 1).

_"uwtherincraéged size and role of government in deva1mpEd*
countries are justi#ied in'terms §¥"£HE é&mnumic develupmént

that has been taking place aﬁd which requires increased

investment in Ph“ﬁlﬂdl and human Fapltml and in txchﬁclagy.
For developing countries that role istjusti$iéd by the very
nmeed for economic development which- has been ﬁunstraihed wa s
the sconomic armd social structures in these . xantries.
Govermnments in thess countries thersfore have to direct
their roles towards two goals:  that of shsuring economic
growth and that of promoting ecanmmic developmant.

Ta ensﬁre growth in typical mugr gates such ss pational
income gmvétﬁment has to pursue polimi&s that do not
constrain the sctivities a{‘the private sector whioh

constitute the major part of the country’'s cabtput. It al=a
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1 E.8B. Tavlor, "Fublic Finance in Jamaica L971-76", Zocizl
s

and Economic Studies, 264 (1977 508.
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social and economic infrastructuwre and in human respurces.
But sconomic desslopment is much more than economic growth
and government = rula_in incréasing_employment and per
capita in;ume as well as maintaining stable priﬁa levels.
It involves transforming the écmnmmy by.diver5i4ying

production and trade structures, creating linkages between

sector and increasing the competitive levels of efficiency

‘of morg backward sectors, as well as improving living

standardarfhruugh & inore equitable'distrihutimn of income.
'his has led to an sxtension of government’'s sconomic..—
management from the area of policy tm:that.cf direct
involvement in economic activity and hence to the growth of
a sizeable public se;tmr.

The Jamaican government’'s role in sconomic activity
started from the latter part of the 19605 and increassad
sigrnificantly in thé 19708 and sarly 1980s. The public

sector incorporated services such as transportation a

Fatsl
communications, banking, trading and the utilities and
manufacturing. activities, thus commanding significant
resources in the country through 2 plethora of puiblic
enterprises.. This tended to crowd oud privats secior
activities in related arsas througnh the monopolistic naturs

sftectivensess of
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public sector-izd develomnent it can be said that

agricalturs and hencs Jamaica’s

dependance on Lnported food has incrsassd. Bome of the maip




" problems have been the inefficienciss of the public

srterprises and their lack of accountability to the tax
. . . . . e :
paying public. This has resulted in significant transfers

from the central government’'s budget to cover losses

incurred ky the public sntities. IMF data on government

F

w

pperations for the lats 1970s shows that the bulk of
transfer payments went to government entities. 5o that

whereas transfers by governments in developed countries were

mainly in the form of social welfare benefits and hence

represented some redistribution of income in society, in

~Jamzica-they represented a redistribution of income from

tanpayers to government itsslf.

Government justified its increased role in economic
activity largely on the ground that private sector
iﬁvestmEﬁt failed to increase emplovment and that the
private sector was rishk aversse to investment in the
agricultural sector. MNost of the enterprisss scquired by
thé aovernment in thel1?7ﬁs were the result of imminent
closure by the owners and hence a loss of employment.=
Publiﬁ enterpriseg thue became the vehicle for increasing or
preventing the $z11 in employment levels. This policy was

pased on the assumption that the private sector did not

L

promote economic development despites the incertives offered
by government. However, the assumption was f.wity since the

government did not evaluate the

2 See &dlith Brown and Helen MocBain, "The Fublic Sector in
Jamaica", in Studies In Caribbesn Public Enterprises in the

Commonwealth Caribbean {(Mona, I5ER, 1983).




oy

relation to the desired cobiectives. The fiscsl incentives
tended to constrain employment generation and intersecioral
linkages by lowering the value of capital and raw material

imports and hence increase the use of labour. The co=t to

the goverrnment in terms of foregone tax revenue was not

jusﬁified‘as increased ocutlays had to be madé tojmaiﬁtain

ﬁraductibn and smployment levels, ‘This'ﬁﬁtlée;eré pressure
on the government’ s budget in a gituatiun-mf Fédu:ed output
and earnings and foreign exchange Ehartage'duEiﬁg ﬁha late

19270s. Effaorts have been made during the 1980s to divest

some of the public enterprises.” At the same time greater
reliance has been placed on monetary and fiscal polivies to

stimulate ecanomic gfcwth which was stagnaﬁé'in the-léte
19705,  There is tacit admission partly influenced by the
international financial agencies and USASID that the size of

government and the policies pursusd in the 19702 were the

main censtraints on economi~ growth and development.

I1. Policy Measures for Fromoting Economic Browth

The general obisctives of the Jamaican government of
the 17808 were social and economic stability, improved
standard at living and the maintenance of = stable and

democratic system of government.™ These were tc oe

achigved through economic growth and equity. Rescoooitabing

o

prnonomic orowth and rzoducing the level of unemplcovment were

3 Prime Minister Seaga’s Report to FParliament, 2 November,
1982,
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the primary objectives of the government’ s Economic Recovery
Frogramme ., The government chose an option of mnoderate
demand management with & focus on the supply side of the
gcmnm@y. Money supply growth was to be limited and central
goveéﬁent expenditure was to be reduced. Emplovment wasrta

be increased by expanding productive capacity ins incdustry

113

rid égriculture since the size of thé pﬁhlic sector waé td
be.reducsqrthrough divestment of public snterprises and the
réﬁucficn u%-gcve%nment expanditure. The ﬁain incentives
Q%{EEEd to the private sector to increase production and
expartSMand thus reduce the trade“de*i:it“ﬂé?é"dareguIgtfdh

of the &conomy snd the reduction of the Size and activity of

-

the public sector as well as improvement in its performance.

The latter was seen as critical. to increasing business
cnn%idence to the economy. But although the government
agreed to ﬁeregulata the @cpndmy {by removing price and
other controls) undsr Qgrﬁements with the IMF «d World

Bank, it moved very slowly in this direction betwessn 1981

and 198%,

tieom

HI
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The rate of sconomic growth can be influenced by fiscal
policy in the form of incentives to save and i vest or
disincentives to consums. The government’' s me:in fiscal
phjectives were Lo reduce the fiscal deficit nd bring

gxpenditure in line with revenue and to reduce net credit by

the domestic banking system to the public sector. These

4k
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pErt of its IﬁFAEupﬁcrted soanomic stabilization
prngramme. Taxation policy was therefore initially geared
more toward u&rracting the deficit than toward encouraging
éaving.

There were no new tay measures for ihcreasiﬁg taxes for

the first two. vea s after the general elections in 17840,

Instead, the smphasis was placed on improving the fax
collection and tax compliance mechanism in order to increase
revenue and thus reduce the deficit. # Revenue Board was

createsd and efforts maoge to collect arrEars on tan., Real

tax Fevenue increassd by T4 perrent in 1981 and by half as

:much in 19282, Most of the 1ncredse Was dccaunfpd Far by

.
L

customs and sxcise taxes, cnnsumpt:on tares and stmmp duties

(Table 2). And these rose on account of the significant

arowth in imports of goods attracting duty such as aoctor

cars, as well as the application of ad valorsm rates which

‘Cr

Al lowed revenq Lo benefit from price increasse .
Fconomic ﬂL%l”le declined after 1751 reswu ilting in &
fall in ftax revenue. New msasures were therefore introduced

in 1983 to increass revenue which had been affected alseo by

reduction in the bawxite production lsvy due to roession in

the industry. The new tax measuwres dncluded a new sducation

tax of 1 percent on ta mblc garnings, new retal: zsales t

N
&

&

on secondhand vehicles and a special levy on ¥ & earnings of

Life Insurancs Comp Maw procedures wert &also
instituted for assessing the income of self-smploved

persons. The nominal increase in taxes was due to indlation
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and the devaluation of the Jamaican deollar in 19835, The new
taw measures as well as continual sffores Lo ioprove fLad

compliance QFE;EﬁtEd the fall in resl tau_revanue‘which in
fact imeressed by 1 percent in i?84 and by B percent in
1785.

Privafe consumption $ell betwesn 1781 and 1983 fram 77
percent of net domestic investment fto 73 percent (Table =3
find the contribution of private saving to net domestic
investment increased Frmm'ﬁ.percent of the met domestic
product in 1781 to ¥ percent inm 1783 {Table 4). Foreign
bgfrmﬂ}ﬁg and domestic wage Faetraintrwere-ampluyed to -
maintain agchange rate stability and reduce intlation.

Al though interest rates were kept stable and relatively low,
the ceiling on overall credit cunst%ained the growth of

domestic investmsnt. Mevertheless, neither monetary nor

fiscal policy was ¢

i

eared toward Ehcquraging rapid growth in
the saving rate. As a rescllt heavy reliance was slaced on
foreign borrowing to finance increased lnvestment.

The most significant development in ftax policy was the
tan reform programme introduced in 1287 but made eftfective
from January 198&. It changed the progrsssive incoms tax

system where the rate structuwre was 70 to 7.3 percent to &

flat rate system of 33 1/3 percent on incomse abcoco s J$3,0080.
Thig threshold was raised to JHEL0,400 effective .andary
19837, The reduced rabe wasg geared Cowsrd widen. ng the baxd

bhagse by eliminating taw evasion and including perguisites in

taxable income. Taxw credits were Dherefore abolished. The




maifnn justification +or the @limination of progressive fas
rates was that hiah marginal tax rates discouraged private
initiative, investment and work effort while Ehcouraging tax
evasion and increase in perguisites which are exempt from-
taxation.® - fhis reduction in marginal tax rates which was
supported by the World Bank an& USAID was part of Eupplgw
side measures encouraged by the US to stimulate production,
productivity and hence sconomic growth. At the same time
government introduced a 33 1/3 percent tax on interest
_earned on saQing,dapuaits }n financial institutions. The
interntion-was: to reduce a-$200 millionr estimated loss in-
revenue Ain 1995. Stamp duty Qn impmrtsrwgs also incraaséd
substantially for consumer and capitélrgquda ;1&%3&%) but
more modestly for raw materials (H—16%) .

Thess measurés led to a substantial growth in real tax

-

FEYVEnue whicﬁ,ihcraagad by &3 percent in 1986. The income
tax mESsSUres reéulted in & rise of ke tax take from $477
miliion in 1985 to $725 miilimnrin 1?84, Tauw growth for
1987 revérted to the 1985 ;@vel of @ percent and_declined by
nalf as much in 1988. Income tax grew more mbdestly while
consumption duty declined. ﬁgéin as part of the World

EBank /USAID E@cmmmendations govefnm&nt began the
implementation of a tariff reform P:Dgrammerﬁram 1987. The

ohiective was to reduce the maxime o aggregate rate of duty

r S S — . [ P [ vy Wy [N A
and to hroaden the bhasme on whion aridf

4 Planning Institute of Jamaica, Ecorowmic and Social Survey
of Jamalica, 1784. ' ' '

10



S

maximum duty }ate was et at H8 percent in 1987 and reduced
to &0 percent in 1988. This is eventually o be reducsd to
=0 percent which will be applied on consumei goods imports.”
At thé Same tiﬁa, the tariff base is being progressively
increased from its level of 20 percent of total imports. In
1988 revenue from customs grew by @ percent compared toc 19
percent the previous year. This suggests that the tariff
reform could have an adversse sffect on taw receipts from

trade. But this would be mitigated by widening the tariff

base. The effects can only be ass=essed after the total

'ﬁ%dﬁFEﬁﬁE“Hég“bééh”Imﬁfémentéd; e

" Income tan_refurm contributed to the growth in savings
in 1786. As a percéntaga of natimna1 diEpD5ab1e income
saving was 8 percent in 1786 compared to 2 percent in the
previous two yzars {(Table 3}. Mormetary méa%ures also
contributed to this achisvement: sexchange rate stability,
decline in inflation and = saving rate of 20 percent in
1985/86. Income tax incentives for businmess are to be
implemented during the third phase of the tax reform
programne when corporate ranes will be reduced from the
evisting maximum rate of 43 percent to a flat réte of 5
percent. At praaeﬁt businesses enjoy a humber af taxn

*

incertives. Tax exemptions or holidays of 0 to 7 years are
; I

given Lo companies hased on the amount of value added. For

b

E
AT

v oo not gualify for thess edemplilons but which

li
o+

COmpaRnLas

f

5 From 1987 to 1990 import duties will be reduced to &
masimum of 5% for utilities, 10% for raw materials, Z0%Z for
capital goods and 304 for consumer goods. )



exuport cutside of Cardcom, tax reductions ranging from 2% to
20 percent are given based on the lsvel of export profits in
relation to total products. Under thé 1987 IHF agreement
exporters wers given a tax rebate of 7 1/2% on ron—-Caricom
Expﬁrfs in respect éf imported inputs in their production
process. Sugar, petrolsum products and fres—rone sxports
“were excluded. This was to be an interim meaéUre which

would be terminated after completion of the tax and tariff

reforms. Governmnent set the termination date

I

t Decenber
1989 _when- & Beneral Consumption Tax would be introduced to
ratimnalize the various local taxes on trade #nd
cmnaumpﬁion; Private sector interests represented by the
FPrivate Sector Drganizatinn of Jamaica (F50J), the Jamaica
ManUFacturersrﬁsﬁuciatian (JMA)Y and the Jﬁmaita Exportars
gssociation (JEA) protested the decision and in fact called
for the rebate to be doublsd to 15 pertant to increase
Jamaica' s export competitiveness which had been sroded oy a
fined eprohange rates since late 1785, This response is
difficult tﬁ uwnderstand i+ & statement made by the Hinister

of Development, Flamning and Froduction to the effect that

the export rebate was grossly underutilized is correct.®

[

The fiscal incentives that have hesn and are to b

]

pffered to businsss presume both the ability and will gness
of the private sechtor hto invest in produactive activit . The
planned corpaorate tax reform may not increase busine:ss

saving if the marginal propensity of business to save is

& The Paily Gleaner, (Jamaica), 14 June, 1789, p. 14.
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low., Thizs would ke the casz where the share of distributed
oprofits in total profits is hidgh, a situasation considesred to
be  typical for less developed countries.” In Jamaica there
iz & 37 1/2 pertent withholding tax on dividends which is
Suppmsed to Enénurage re—~investment rather than consumption
of profits. However, there are factors other than fiscal
incentives which detegrmine- investment decisions such as the
invgstment climate and the rate of return on investiment.

The efficiency and innovativeness of local entreprensuwrs are

1mpurfmnt ln wrlthnq the beneflt" ta be derlved {ram taﬂ

-igcentlves to Eualne=5 qgmlﬁzt the tax revenue foregone by
the government. In relatiun‘tu ﬁhe téductién of the
marginal income tax rates, the assumption again is that high
income sarners have 5 1gier marginal propensity to save
than lower incoms esuners. However, thesze groups tend to be
'heavily consumption—oriented as evidenced by their
eutfavagant life styvle. Thus the government may be having
taEH revénue withmut‘the beneflit of increassd Eaving.and
investment in the productive sconamy.

Using tax policy to address sconomic growkb and
development objectives is not just & question of providing
incentives to encourage savings #nd investment but also one
of radreasing the ineguitable di ~tribution of income in the
socisty. The progressive dncoms texation that sxisted prior

o 1986 was gearsd o raduce inguality in dncoms bult the

7 A.d. Peserck and J. Hanser, {eds
and Ecopamic Development (Faris: =

)y Government Finance
0D, 1946,




numbef of exemptions and tax oredits lad to tax svasion and
narrowing of the t;m base. The burden of taxes fell on
empléyees subject to the P.Q.Y.E. system. Tax revenue as a
percent mf tutal tahea declined while revenug from lﬁleECt
taxes 1ncreaqu as greater rellianceg was pl«ccd on this
source to mahé up for fhe lose in incgme taxn due to tax
Evagiun'émdng other thinas. |

Indirect tanss are UQUmllv cmnaldered regressive

bécause they reduce the real income of those at the lower

mwend mf +he lncume L»r'rala mmrP than they raduce he rﬁal

income u% thoﬁe at +he upper end. Hawever, becauae o f ﬁhe
hlghl; skewed dlstrlbutlan of income and. the prapen=1ty for

luyury consumptlon by hlgh ;ncéme eafncrs. praqresslﬁe
tanaumption tanat;mn wauid reduce the Jnequallty in
consumption and allow government to divest needéd Fesmmrcea
fram nan—essehtial-Eonsumption into arsas that could
contribute to economic development.

The most significant item of cmna&mptimﬁ good is motor
vehicles which are subject to progressive consumption taxes.

These taxes were used by the geovernment to subsidise the

rost of basic cmnaumptian'gauda and thus benefit lowar

incomne groups. However, basic foodstuffs -which are usnally
imported are consumed by all income groups and theretfors
rhis policy could not be seen as redistripution in favour of

lpw income groups. The high cost of this policy became
svident in April 1989 when the government announced price

increases on several of the basic commodities which it had



been subsidising. These subsidies had been financed not
onrly by the suwwrplus of the covernmeni-owned Jamaica Trading
Corporation {(JCTC) and henc 2 by consumption taxes, but also
by the gransfer of surplus from the gavernmen*—uwn =il Jamalua
Fubllc Bervice Campany (JPSCD.).V The latter cuntributed to
& Rtabllz ation fund, savings %rﬁm reduced pil costs whlch
were ndt bassed-an to ccnsumefé. Howgver5 the rise of il
and grain prices on the world market led to a deficit of
abnut JE35 “Q.hiiliﬁn on the Dperéfimnshnf these enterprises,

vaernment therefarr had to increases d;rect and indirect

-ta es ln“1@89 “in Drder to finance Capltdl pandltur Tin T the

1989/90 budget. )

I;direct taﬁ‘increéééé-ﬁefé a;éi;éd-tu:fetaii salas;i:
travel aﬁd teiephone ser?ices-ﬁhereas dir;ct tax increaseé
were in resppc% ﬁ{ the education tax. The latter along with
Dther-payroll deducticns guch as national inzu%ance ard

national bousing had beEen frozen

f.{i

vt 1285 levels after the
Ancome tax reform programme was loplemented in 19846, This

was to have been an interim increase prior to the refarm of

these taxes. Howsver, the cld system was still in place in
19872 and offered the government a souwrce of direct has

INCreEases. The rate of education tax was doubled and
applied to total emoluments whereas dncome tax is applisd

orly to incoms above the threshold limit. There was no

dirgct redistribubtive effect of these tau a1 though
they were intended to finance capital expesnditure. To the

extent Thait
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income groups it can be said to be redistributive both in
intent and practice. However, on the whole, tax tion policy
has not been successful in correcting the shkewec
distribution of income in. the country. In fact. with the
duwntgrn in the éﬁmnnmy from the late 1?7Gs,and the bias of
adjustment policy in favour of the owners of capital income

seems to have becone more concentrated at the upper level.

Eupenditure

The employment creation and income redistricution

emphasisrﬁ%-fiscdi policy during the 1970s was unsustainable
in light Df the deterioration in the_?isca;xdeficit. During
the 1780s, fiscal policy was gearad tuward,téducing
expenditure and hence the deficit. Eupenditure was to be
brmugﬁf to & level o&Ff TO% GDF by 1784 and the currant
account deficit to 3L GDF in 1981; A currsnt account
surplus of 1 perceﬁt was the ftarget for 1783. However,
total real pupenditurs was more or less stable betwsen 1780
and 1983, It was reduced significamtly in 1984 (Gy 17
percent) but rose again from 19859 to reach a hiogh of J85
Billion or 434 GDF in 1987 compared with  bthe level of J&32
Fillion or 4%9% GDF in 1980. The current acocount deficit Qae
reduced to E-percent in 1984 and a surplus of 3 percent was
realized from 1984 to 1988 (Table 9).

e Ccategory

Fost of governnent = ftotal sxwpsngiturs was b

Ygeperal sgErvices' which include administration and

security. Whersss in the 19708 increased expeoditure in



ear _ .

ability to promote grn&th and development throuagh the budget
since a significant part of sxpenditure graw toward debt
service. Foreign exvhange éarnings have not incrsased to
take care of these payments and hence government has had to
resart'tm’+§rther borrowing and/or defervral Df payment
through debt rescheduling in order to maintain credit
worthiness, ‘

Debt financing grew significantly from 12832 becoming
the major source in 1283, The growth in internal debt has

“been -mainly in the area D%,shqrtngfpwgggy as government

fook advantage of commercial bank 1tiidity through Treasury
Bifl'issues. The growth in short-term debt and government
SECuritieé'helped to substantially expahd'the monetary base
" between 1983 and 19835 and facilitated the erratic growth in
the money supply which had been kept constant during the
garly vears of the stabilization programne {Table 2)Y. This
also had an adverse effect on thé balance D%lpaymenta which
deteriorated between 1980 and 1985. A significant feature
of the late 1980s is the achievement of & surplus of JH221
million on the government’s current account in 1986 which
grew in real terms to JE2IF million in 1987 and to JH2E97
million in 1983 (Table 10). The bnalance of payments also
improved considerakly from 1786 thus substantiating the

argument that there is a causal relationship betwesen the



‘government’'s deficit and the deterioration in the balance of
- payments.” We will now turn to a discussion of some of the

determinants of government’'s fiscal policy and its outce e

and the implicatiom=s for sconomic growth and development.

+

The Hanetafv4Fi5ca1 Entanqlémeht.

| ‘The use Gf'monetaky hnli:? to resfrain demaﬁd-ﬁaé had
‘an adverse effect on the governméhf;é %inéngial operations
and the ability of fiscal policy to étimulate investmen* and
~ECENGRLE” GFOWERT  CFedit Festric fions and Ri gh interest
rates whiie'reétrictihg cmnsumptibﬁ héve not stimulated
production and investment. The ‘increase in fge ﬁ;;détury'
saving rate from 15 percent in 1984 to 20 ﬁérceﬁi-in 1985
resulted in baﬁks increasing theirrlending ra£55. In 1584
the prime leﬁding rate was i? percent.  In i?éﬁrit WA
increased to 23 percent. The saving rate was reduced to 13
percent inrlqée but this =till contributed to the high cost
of loan funds. An argument has therefore been made for

government to deregulate the saving rate so that the cost of

loanable funds can be reduced to facilitate increased

investment especially since the demand for mnoney tends to be
more responsive to the inflation rate than to interest
rates. 1 Monetary policy of high interest rate to reduce

?  For an edaminaticon of this hypothesis in relation o )
Trinidad and Tobago see 1 izte, "Public Finance in
Trimidad and Tobago", Seocial and Econcmic Studiss, 26:14

(1977), 477-500, '

10 The Jamalics Record, 11 Juns, 1982, p. 24
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consumption and increase =-ving has therefore can+li:teﬁ
with fiscal policy to encourage increased investment which
require low interest rate..

ﬂonetéry policy to reduce bank 1;quidity facilitated
deficit fipancing and the worsening de%icit pasition of the
public sector. Bank liquidity.in;reaseq;pa;ause of high
interest rates and the ceiliﬁg placéd_mn the growth of
credit to meet IMF targets. The instrument used to control
hank liguidity facilitated the growth of commercial bank
o eredit to thé public sector. to. finance the budget deficits
Tﬁérstatutmry requirements for cumpgrcial_banks‘ liguid
aéséﬁs_ratin were increased which forced the banks to
incréase their.mandatury hnlding_pF énveknment gecqrities to
satisfy these reguirements, thus providing a captive flow of
:funds to the public sectur. This, of course, mgant that
less credit was available to the private secfar; and what
was avallable attractsd high interest rates to compensate
for the relatively lower interest rates on Treasury Bills.
In 1985 the instrument of control was changed from statutory
reserve reguirements to open market operatioms. Bank of
Jamaica Certificate of Deposits have since been used to
limat bank liguidity and influence interest rates. &3 these
funds are sterilized by the Bank of Jamaica the policy
results in fimancial loss to the government and hence in an
ihcreaﬁihg public =zector deficik.

The government’'s monetary policy has also had a

1l
il
1

e

significant sffect on the tvype of inveshtment undertaken be



e
At

Financial institutions. The commercial banks have been
outting an intreasing amount of their assdts into gn?ernmant
and Bank of Jamaica securities. Tﬁeée tend to bhave lower
riék éﬁd-caéts and higher rEtufns-than loans to the

b?uductive sector. In 1988, banks had about 39 percent of

the total assets in the banking system in loans to the

pruducti#e sector and about 29 percent in government and
Bank of Jamaicéfsecurities. In March, 178B9. {or at the eﬁd

of the fiscal 1988) bank lending was 38 percent of total

-assets. However, their holding o¥ govérnment and Bank of

Jamaica securities increased @p_ﬂ#;g@fggnt'qf»tha total

assets in. the system.+1 Theré i§:§M§§§Hi¥itéHt demand for
these securities as evidernced by the Treasury Bill auctions.

BRids were oversubscribed by 35 percent at the auction in

CMay, 1989.

Another instance of the entanglement of monetary and
fiscsl policy relates to the tax/interest rate deal which
was made between the government and the.cummercial banks in
July 1787. In an attempt fo correct the increasing deficit
position of the EHank of Jamaica, the governmenti decided %o
terminate the interest payments on comnercial banks’
deposits at the Bank of Jamaica. The banker responded by
anhourcing  increases of between | and 2 percent in interest

rates to cover the lossss they would experisnce as a result

b

i

of the decision to fterminate interest on their reserves. In

HE

o atiempt to avert such & move which the government Lhouwght

1l The Firancial Gleaner, Zbé Havy, 1988, p. L.



wouwld impact negatively Dﬁ inveetment, the governiment struck
a deal with the banks wheraby the former would remove the lﬁ
percent surtax on bank prmf;ta posed by the previous
‘gmvetnﬁent if the latter di&rnmu increase-;nterast FAates.
The gé;ernment decided to forsgo a lnng—térm %nd substantial
.pafé-mf its tax intake tn’preQent a r%sé %Qrint?rest rates
in thersﬁért“tafm. This cnuldrnot haveube?nrthe only option
availéble th it has reduced tHE gavernment's ability to
Fiﬁance developﬁent expenditure by ?é&ﬁci;é its kax

Feceipts.

I¥. Public Choice or Self-Interest and Power as the Main
Determinant of Deficit Financing

The most significant problem affecting the ability of
government to finance economic growth and development is the
Etructural-prnblem of budget deficits. These were incurred
in the 1970s as government increased expenditure to maintain
incnmerandremﬁlayment, The debt burden résuiting f+rom the
policy is now & major constraint on aovermment’' s ability to
provide social services and undertake infrastructural
investment. Fublic choice theory bas besn advanced to
explain this phenomenon. It iz based on an individualistic
themr? of politics where choices are determined by the sslf-
interest of the individual., Governments ars made up of
individuals whi as noliticians oursus oower i zn @
democracy .
that promeotess the political and slectoral interestz of bhe

governing party. This is donme within a political husinsss
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cytle Qhereby government contracts the Ecaﬁumy attsr an
election and expands it before the néut glection. This is
bhecause votefs weight recent experiénce-mo%e heavily.

spenditure is increassed to lower unémplnymént and increaéé
income before the slections iﬁ order to buy votes. After
the elections taxes are }aiSEd_and expenﬁituré cut {along
with.other monetary measures) to reduce the inflation
generated by the pre—ele;tian ;xpansimnary policy.:=
-Heynesian ideas sncouraged deficit %inanciﬁg which creates
_?j}§5§1“1;1Q§igq”ampngmtaxpayatﬁﬁbﬁ_reducing-the-percaived*"“”“
price of public goods and services.®*™ Bcrrqwing-was seen by
politicians to be less costly politically than increased
taskation in anrelectmral period. et

A look at some of thé-Jamaitan govaernment’' s policy

actions within the context of this thesis is instructive.
The gaverﬁment hgd heen pursui?g austers demand management
hetween 1987 and 1985. The resultant decline in the =conomy
and muugting political opposition led to a change in
emphasis in late 1983 from demand restraint to exwpanding
economic growth, Local governmsnt Electian? were due in

July 19B& which at that time were as important as general
4 p :

elections because no election had besn held since 1980 {ihe

12 Richard F. Wagner, "Boom and Bust: The Folitical Economy
of Economic Disorder' in James M. Buchaman and Robert
Tmllison (=ds. ), ;

Arbor, University of PMichigan Fress, 1984), 238-92.

r N B T T L SO S S L S - -
{ = 3 The Theory of Public Cheices: IT, {8/

s

13 FHee Jam@s M. Buchanan and Richard Wagner, Demacracy in
Bedicit: The Pelitical L f S

Afoademic Fress, 197770.
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Opposition having bovcotted the 1983 olesctions) and'becauée
the 1784 elections were Eeing seen as ¢ referendum on the
government’'s performance. As a result.. che 1986 budget was
expansionary as total expenditures increased in real terms
by over 43 percent. The main $eaturé of the current budget
was an increase in subsidies geared to réduce"basic food
prices. fhis was facilitated by the saving from reduced il
prices.- C&pital expenditure increased by 75 percent and
T was concantraﬁed in the area of infrastructural work
—expenditure on. which more than..doubled between 1983 and . -
1987. -‘Road work which is a standard feature of pre-election
egpenditure increased almost thresfold (Table 7). Despite

the increased expenditure the budget deficit wés reduced
because of the significant increase in the tax take

resulting from income tax. reform and increase in consumphtion
tares. Although euﬁandituré ;ncreased to influence votes
deficit financing was not used to secure political Euppm}t.
Atter all, this was not general elections and the governing
party, the Jamaica Labour Party (JLF) was confident that the
government’'s sconomic policies wouwld be positively

evaluated, especially the improvement in the government’' s
financial opsrations.

In 1788/87 which was general election vear, total real
expenditure ﬁﬁﬁbled from the previows yvear. But revenue
incraased o cover expenditure especizlly the bauxiis levy,
as tan revenus did not grow significantly. AN increassd

surplus was again realized on the current account. However,



the increase in capital esupendifure was such that the

overall budget deficit increased by over 100 percent in

nominai terms and by over-ﬁﬂ percent in real terms. In the

Case of the 1989 elections deficit financing was used to
se;ure electurgl ;uppart . The fact that the JLF lost both
the 1986 and the 1789 mle:tlans 1nd1cate that the publl: had
ather preferen:es and the prp—electlmn expendi ture dld not
1n¥1uence votaéﬂ whn saemed tu have we;ghtad the less recent
experlenca of the auﬁtere Etabllizatlan pEFlDd as well as

. nDn ECDanlc #mcturs such as the percanmllty and manmgament
stylé_nf the Frlme Nlnlster—mare heav11y than the more
7recent ewpe}lence 5% lncréaéad =3 pendlture.

Iné;easad e*péndlture tu 1nF1uence ele&tural votes has
had an ;dv;éée e%%ectran the operations of the public
enterpris EQ and theretors increased the overall public

Visgctnr de#icit which has been detericrating for mest of the
1?80s. MWhile government has bsesn réduaing the central
govaernment deficit the public sector deficit has been
increasing. In 1987/838 the public Secfar deficit waz 8.3I%
GO which waé to be reduced tmr?.4 percent in 198/8%.
However, indications are that deficit willlbe about 137 GDF .
in 1988/8%9. The déteriuratimn i bthe accounts-m+ the public
enterprises re&ultea Trom increased expenditure éssmciated

with the-é$$ecﬁ5 of Hurricane Gilbert and the genéral

chti

lf

el

i

of 128%. It is, however, difficult to reallv

separate out the supenditurs in terms of these categoriss,

|
]

Meverthelaess, increased sxpenditures on subsidies which




hecame more expensive with the increase in prices qf
imported basic commodities, were maintained because
termination wmuld-have been met with disFévmur By co.siners
in an Electimn year. As the former Prlme MlelEtEF "2aga
oﬁ:é said. Jamaicans were a cnnsumptlcnunrlentﬁd peupie whu

‘had heen accustmmed to & etundard 04 living vwhich Jamaican

governments had been able tm prav;de for them.te
The growth of fhe publlc nectur has therefore become &
cmﬁstraint on growth and develapment in an economy where

pFDdUCtan. prnduct1v1+y and Ewpnrts have declined ~d

1mpnrts have lncreased t EatlﬁFv demand. Privatizatinn as

E-3 means DF 1mprav1ng the Flnances of guvernmant has been

advocated by the lnternatlnnal 1end1ng agen51es and hag been
pursued to some extent by the gnvernmant EBpECldlly in
respétt of hatélsf Not only would a smaller guvernméﬁt
allow mores resourcess taiﬁe chanelled into agrowth and
developnent th?udgh‘the privaté secfuf but itrcould also be

more easily constrained by the public.t®

v, Conclusion: Froblems and Prospecis
The government needs to pursue certailn policies o
promote growth and development in Jamaica. Through the

fiscal budget it must undertake public investment in

4 See Seaga’'s contribution to the 1970 Budget Debate,
i

maica Hansard, frocesdings of the House of
Representatives, Session 1970-1%971, May-September, 1770.
15 See FPaul Craig Raherts, "Idealism in Fublic Cholics

Theory", Journai of Horetary Ecomnomics, 4 (1978), &03-Hl15.
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physical and human resouwrces (infrastructure, educgtian and
health?) in mrdar tm increase productivity. 'However, the
gdvernmﬁnt is constrained Ey inadequate-fiuws of revenus and
,foréign\exchénge. Foreign financing of suck investment
increases the'dabt burden un&ar éxﬁafts aﬁd-ﬁureign exchénge
eaﬁnings increase. . To préﬁdfefrediéﬁéibuﬁiﬁn whiﬁh iz an
important element of develobmeht'govéfnmént Ca&n use
prmgfassive consumption taxes. But whéﬁher this and/or
progressive income taxes are relied on it is how the revenue
i= used that is important.  Subsidising food used by all
dincome gruuﬁs cannot be justifieﬁ: VSﬁbéidies inay e bétter
targetted at Dthar'gmmﬂé'éhdﬁéf gbé&i?é: ar¢uﬁ5 éuﬁh as
utilities and housing for low incaﬁé aréasll Exbenditura may
be more profitably directed at providing'émenities to rural
comminities and stimulating the development of agriculture.
ﬁnﬁthar significant problem is how to encourage labhour-
intensive developnent énd 1inkages hgtween goonomic sectors.,
Shmrt~termrsubsidies and tax reduction based on local value
added may be appropriate along with a pelicy of differential
interest rates. |

The problem of controlling budget deficits is probably
the most difficult. The government of the 1?280% was
committed to reducing the deficii under IMF stabilisation
ﬁrcgrammes and did this in resspect of the fizczl deficit but
the pursult of political power dictated incrzased
expenditurs to satisfy particular consitituenciess sprier o

1

i

i

ctioneg and this widensd the public ssctor de=ficit (Table



=30

11, Inefficiency and corruption as revesled in the Auditor
General’'s Report in 1988 also contributed to the increasing
deficits., The main solutiorn to this problem which gained
prominence over racent years is teo divest public enterprises
and thus reduce the size of the public sector. There is, of
.cmufse,‘ﬁa ggarantgs_?hat thgse,enter?rises waulq be '
nperatedrmure ef%iciently in the private sector. The
di%%erencg‘is they would rnot be dire:tl? subsidised by the
tax payving public.

The prospects for tax revenue growth to finance the . -

necéssan_émpanditure to stimglate‘grpwth<andwdevelopment
a;e ﬁepéﬁaént on getting tha e;nhomy_qn & positive and
suétain%bié gruwth_path. Economic growth it5é1§ will
incraasé tax receipts..,Eut all of this is dependent on a
cgrowing world eceonomy and incregased demand for Jamaica's
axparté. Revenues -from tha b;umite production levy which was
imposed in 1974 declined im the 1980¢ hecause of the
downturn in the international alumimium industry.
:Cmnditiana in the industry have improved recently resulting
imoan iﬁcrease in receipts From the levy which had bhecome an
importan£ element in the government’'s revenus. The project

for increased ftax receipts iz also dependent on increasing

Cr
6]

tax compliance in arsas such as betting and gaming., It is
gstimated that the government losss abouwt JI3500 million per

i:l..

p—

vear in revenus dus to illega

b
i
f s

1

ting and gaming.*® In

1788 the recsipts from bthese sources wers J3535 million. The

14 The Baily SGlesaner, 2! July, 1789, p. 1.
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estimated intake for 1989 is J$37 milliorn.2” The loss af
the %300 per ve:'r which is considered to be = conservative
estimate gives -1 indication of the poterntixl that exists

for increased +ta

e
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Table 1 Size of Covernment as Expenditure/GDP Ratios, FEbruarinQSO—February 1988

1980781 1981/82 . 1982 /83 1983/84 - 1984/85 1985/86 | 1986/87 1987/88 1988/89
Total Expenditure ’
as % GDP 49,2 46.3 46.6 49.0. 37.7 348.8 41.8 42.9 41.7
Govermment Transfer ' .
Payments as % GDP* 13:0 11.5 11,1 14.0 10.2 7.3 7.4 7.5 8.3
Government Purchases T
as % GDP 36.2 34.8 35.5 35.0 27.5 31.5 34.4 35,4 33.4
Source: Miniétry of Finance, Revenue Estimates snd Financial Statements, variogé years,
Planning Institute of Jamaica, Economic and Social Survey of Jamalca, various years,
* grants and Contributions or Subscriptions, Subsidies, Awards and Indemnities and Retriring Benefits.
(W]
(%)



Real Tax Revenue By Type;

February 1980-February 1988

fable 2 Jamaica:"

1980/81 1981/82
Customs o h2.4 83.8
Excise 16,0 21.0
Consumption 270.9 326,5
Income Tax 471.1 483.1
Land and
Property 24.9 26.4
Stamp Duties 37.2 61.1
Sojurn Tax 6.2 5.1
Education Tax - -
Other . 54.5 51.5
Total 923,5 1058.8
Transfers from ‘
the CEE* 230.0 298.3
Real GDP 4866.7 3056.6
% Change 3.9
Real Expenditure2395.9 2342.3
% Change - 2.2

1982 /83

99.2
16,3
313.7

534.4

27.9
76.0

6.5

62.5

1137,0

150.2

4891.8

2281.5

2.5

s mn)

1983/84  1984/85 | 1985/86 1986/87
0.1 °  86.2 88.4 122.7
15,7 12.8 11.2 16.5

289.8 270,9 245.3 508.6
457.4 461.8 477.7 725.0
21,1 12,5 § 9.7 16.7
73.6 o2 1804 281.0
8.3 220 | 24.9 3.4
4.7 20,1 | 19.4 27.5
1018.5 1032.3 . 1118.4 1825.5

?

94.9 2060 | 85.1 206.0

4679,1 5030.8 % 5014.,0 6783,1

- 4.3 7.5 - 0.3 35,2

2203.3 18975 1949.4 2840,5

5 2.7

0.5 | -17.2.

45,7

6.9

1987/88 . 1988/89
152.3 169.2
15.4 15.1
493.9 484.0
803,7 855.2
30.0 28.2
321.8 358.0
30,0 30,0

28.0 30.5 °
1973,7 2069:8
123.2 150.5
7064.9 8191.1
4.1 15.9
3036.6 3415.5

12,4

Source: Same as fbblmablell;

* These represent bauxite levy payments in the Capital Development Fund.
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Table 3, Jamalea: Savings and Consumption Expenditure, 1974-1986

Savings as % Government Consumption Private Counsumption
National Dis- as % Net Domestic as %4 Net Domestic
posable Income Investment Invesfment

1974 g.8 18.9 o 72.1

1975 8.6 19.8 . 71.5

1976 -2.6 23.6 ‘ 79.0

1977 -1.8 23.6 78.1

1978 4.3 22.9 - . 72.7

1979 6.0 21.9 71.9

1980 1.2 23.2 - 75.4

1981 -0.4 23.¢ 17.3

1982 -0.9 24.5 ' 76.4

1983 3.3 21.7 74.9

1984 2.7 19.4 ) 77.8

1985 2.6 17.6 ' 79.6

1986 8.3 17.5, ‘ 74.1

Source: Computed from Statistical Institute of Jamaica, National
Income And Product 1986. '
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Table 4, Jamaica: Contributions to Net Domestic Investment as
Percent of Net Domestic Product, 1974-1986.

Government - Private Net Capital Net Domestic

Savings . Savings , ‘Inflows "Investment
1974 6.2 2.9 7.1 162
1975 2.9 ‘5.8 . 9.7 18.4
1976 -1.0 -1.5 12.5 - 10.0

. 1977 -3.4 1.6 . 4.8 2.8

1978 -2.3 6.4 2.3 T 6.4
1979 ~1.8 7.7 5.2 | 11.1
1980 -3.1 4.3 1 6.2 7.4
1981 -3.6 ' 3.2 - | 12.8 3 12.4
1982 -6.3 5.3 i 13.9 © 12.9
1983 . -6.4 . YR 11.2 ‘ ‘ ' 14.6
1984 6.2 g7 13.0 i
1985 ~4.0 . 6.6 14.8 17.4
1986 -0.5 8.6 : 3.8 11.9

Source: Computed from Statistical Institute of Jamalca, National
Income And Product 1986. b

9t



Table 5 Jamaica: ' Revenue and Expenditure as ¥ GDP, February 1980-February 1988
" 1980/81 1981 /82 1982/83 1983/84 1984/85 | 1985/86 1986/87 1987/88 1988/89
Tem——— e — _——T : i

Tax Revenue 18.9 20,9 23,2 2t.7 20,5 22.3 26,9 27.9° 25.2
Customs ' 0.8 1.6 2.0 1.9 1.7 1.7 1.8 2.1 2.0
Excise 0.3 0.4 0.3 0.3 0.2 0.2 0.2 - 0,2 0.1
Consumption ‘ 5.5 6.4 6.4 6.1 5.3 4,9 7.5 7.0 5.9
Stamp Duties . 0.7 1.2 1.5 1.5 1.8 | 3.6 4,1 4,5 4.3
Income Tax' ' 9.6 9.5 10.9 9.7 9,1 % 9.5 10.6 1.3 10.4
‘Education Tax - - - 0.1 0.4 ‘ 0.3 0.4 0.4 0.3 .~
Total Expenditure 49.2 46.3 46.6 49,0 37.7 | 38.8 41.8 42,9 41.7
Agricultural : ' ; L
Expenditure 2.4 3.6 2.4 1.6 1.8 ; 0.9 1.3 1.8 1.6
Industrial/ ?
Commercial ' :
Expenditure 1.0 1.0 1.0 1.1 0.7 | 1,2 1.5 1, 1.5
Current Account i o
(Peficit) /Surplus 2.3 (5.4) .7 12.6) 3.6) @.n 3.2 3.3 3.6
Source: " Same as for Table I,

FAS



Table 6 Jamaica:~ Real (Actual)} Recurrent Expen diture by Objectis:, February 1980-Feb§:uary 1988 (J5 Mn.)

¥

. '1980/81% 1981/82 1982/83 . 1983/84 1584/85 1986/87 1987/88 1988/89%
Personal Emoluments 3719 - 382.7 382.1 3511 296.3 . 249.7 335.4 ' 387.5
Travel 27.6 40.7 . 25.7 28,9 26.7 26.0 31.5 40.2
Supplies 73.2 . 86.3 84.4 69.4 57,2 54,1 70.5 76.5
Grants | 554,1 522,7 512,5 460.8  403,3 269.7 473.3 640.0
Subsidies 53.7 32,9 6.6 67.3 19.7 0.6 2.2 1.5
Retiring Benefits 23.5 24,1 . 264 25,1 25,9 25.4 29,2 30.2
Interest Payments 344.9 368, 8 4327 . 53,8 $43.9 - 582.8 788.2 735.7
(ranster Paymencs)+  (632.4) GBLS) . (sie4) (548 T (30.0) T @9%.2)  (06.0) (s8%:8)
Total _1568.6 - - 1596.0 1575.8 1652:6 ' ' 14669 1401:3 ¢ 1879.3 2148.4
Source: ‘ S ame as for Table l. ’

* °  Revised Est:imétes

BE.



i
té
i

Source: Same as for Table 1,

Functional Classification of Real Capital Expenditure - February 1980-February 1988

(J$ mn,)

Table 7 Jamaica:

1980/81 1981/82 1982/83 - 1983/84 19:84/85 1985/86 1986'/87 1987/88 1988/89
General Services 190.4 184,5 173.8 _2_5_§_.9_ 2:19.6 300,7 562.5 565;8‘ ‘7‘44‘.3
General Administration 185.7 165.3 153.5 247 .6 214 0 293.3. 548, 54%9.4 . 724.0
Security Services 4.7 24,0 20.3 9,2 5.5 7.3 14,4 16,4 20,3
Social and Community :
Services 118.0 145.3 158.8 88.8 68,5 ‘6l.7. 89.8 145.0 259.6
Education, Training g .
and Cultural Development 11.5 19.0 23.7 26,0 20.0 25.0 30.4 57.8 85.0
RHealth 11.2 17.7 16.7 6.6 6.5 4.3 10,4 16.8 59.7
Economic Services 50} .8 458.1 __37_1.._L 292.7 142.4 '185.6° 3_0§_i . 375.3 M
Agriculture 83.3 149.9 84.4 43.8 41,5 27.3: 62.9 94,1 104.4
Industry and Commerce. 31.2 36.7 40,6 44,5 .;35..'5 52.8. 93.8 86.6 121.4
Infrastructure. 81.9 76.5 75.3 40.1 18,0 44,4, 96.1 114.5 129.5
{of which Roads) {60.3) (29.3) (61.0) (25.5) :("12.0)‘ (32.62' (81.1) (81.3) {95.0)
Miscellanous 0.8 0.8 1.1 2.1 = = ‘ = d =
Total 830.2 789.8 705.1 640.7 4.6 58,0 96L.1 10863 14011



Table 8 Jamaica:

1
i

Internal Debt, 1980-1986

Internal Debt

National Savings and Davelopment
Bonds

Treasury Bills

local Registered Stock
Bonds

Coﬁmarcial Banks

Bank of Jamaica Loans
Ocher

Gross Total

1979

9.2
259.8
1362,1
33.1
23.6
25.0
38.6

———

1751.4

I% mn.n

t

.
C

|
1981

1980 1982 1983 1984 1985 1986
9.4 9.1 8.0 5.8 4.0 2,2 2.1
00,0 471.00 4900 491.0 683.0 924.0 924.,0
1616.5  2584,6, 2825.3  3410.6  4502.2  5202.4 4912.7
32.9 2.6 3.4 30.5 29.4 30.9 31.3
15,9 16.0% 0.1 6.6 5.7 4,9 4.9
382.5 15.5) 1181  370.8 615.3 523.3 -
100.9 . 807  68.2 83.4 75.5 46,5 43.1
2458,1  3209.5 3551,2 ° 4398.7 600.1  6734.2 5993,1

© Sourece; Planning Institute of Jamaica, Economic'aud'Social‘SUtveﬁ’of-Jamaica, various years,




Table 9

Monetary Base
Net Foreign Assets
Net Claims on Govermment

Net Claims on Commereial
Banks ‘

+ Other Items (Net)*

Bank Credit

Money Supply M )
1

i

' i
Jamaica: Monetary Base and Components, , 1980-1988

1980 1981
636.7 581.8
-833.5 =1288,0
1257.4 1714.3
313.5 114.1
1425.2 1994.8
647.4 687.1

(I$ mn.)

1987

1982 1983 1984 1985 . 1986 1988
419.4 7411 1244 19107 - 2283.0 2731,8  3749.4
_1599.7-  -3665.0 = 4805.9 - 6348.8  -6262.3 = 5439.8 = 48255
2115.0  3013.9 3175.2 3028.4 4013.5  2513.8 1849.7
-250.5 . 303.6 .  -66.0 -378.9  =i577.5  1765.0  -2726.1
. 1 L ‘ :
1546 1695.8  3120.9 5610.0 6109.3  7422.8 9451.3
Credit and 'Money Supply

2626.7  3158.6  3395.3 3987.0 | - 4931,6 61390 7428.7
729.2° BB4,3 1012,4 1210.4 1668.6 1874.8 2908,8

Source:

* (NFA + Clalms on Covernment and on Commercial Banks) -

Bank of Jamaica, Statistical Digest,

Reserve Money, !



Table 10

Revenue
Recurrent
Capital

Total

Expendi ture

Recurrent
Capital

Total
{Defcit)/Surplus

Current Account

Capital Account

Tatal

e wET T

JapaicaiReal Resérve and Expendituie - Februaty 1980-February 1988 (IS m.)

1980/81

964.8

180.3

1145,1

1565.7

830.2

2395.9

(600.9)

!6&9.5)
(1250.8)

Source: Sume as for Table 1.

1981/82

1125.8

29.3

—_—

1155.1

(426.7)
{760.5)

(1187.2).

1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89
1198.6 1062.5 1283.9 1261.7 2101.0 2190.1 2313.5
3.6 7.6 63.9 11.4 97.0 297.9 272.4
1202.2 1070.1 1347.8 1273.1 2178.0 2488.0 2555.9
1576.4 1652.6 1466.9 1401.4 1879.4 1950.3 2014.4
705.1 640.7 430.6 548.0 961.1 1086.3 1401.1
2281.5 2293.3 1897.5 1949.4 2840.5 30366 3415.5
(377.8) (590.1) (183.0) (139.7) 221.6 239.8 299,1
(701.5) (633.1) (366.7) (536.6) (884.1) (788.4) (1128.7)
(1079.3) (1223.2) (549.7) (676.3) (662.5) (548.6) . (829.6)

(4



Table 17.  Jamaica:

Public Sector Fiscal Balanc%s and Financing,
Fy 1980/81 - Fy 1985/86 (J$Mm)

1982/

1980/ 1981/ "1983/ 1984/ 1985/
81 82 83 B4 85 86

Central Government  -804.8 -849.9 —868.5 —1107.4 -554.1 =569.4
Rest of General 139.4; 174 .3 109.5 72.0 167 .6 194.8
Government . '
Selected Public -6.8 -23.7 -126.3 . -93.4 -133.6 <-167.2
Enterprises 2
Bank of Jamaica - - ~41.6 -142.1 =576.0 -857.9
Losses
Other Losses Plus- ~193.2 -152.0 -39.7 -125.3 ~318.9 -163.7
Discrepancy 1
Overall Public ~865.4 —=851.3 =-966.6 —1396.2 -1415.0 ~1563.4
Sector Balance ’
Domestic Financing 219.3 167.1 15.3 407.0 599.1 852.9
Foreign Financing 646.1 684.2 989-2 815.9

951.3

. 710.5

Source: Bank of Jamaica, Ministry of

Finance andJIMF estimates.

1%



