
 

 

i 

i 

 

 

           

 

 

 

 
 

 

 

 

 

                

 

 

 

 

 

 

 

 

 
December 16, 2011 

Planning Institute of Jamaica 

 

  

 

A GROWTH -INDUCEMENT STRATEGY 

FOR JAMAICA IN THE SHORT AND 

MEDIUM  TERM 



 

 

ii  

A Growth -Inducement Strategy for Jamaica 

in the Short and Medium Term 

 

 

 

 

 

 

Dr. Gladstone Hutchinson, Director General 

Professor Donald J. Harris, Lead Consultant 

Growth Secretariat 

Planning Institute of Jamaica 

 

 

 



 

 

iii  

 

 

 

 

 

 

 

 

To the many ordinary Jamaicans who informally communicated to us their view of the 

significant ways this project could further the Vision 2030 goal of ñJamaica [becoming] 

the place of choice to live, work, raise families and do business.ò 



 

 

iv 

Table of Contents 

Chapter Title  Page 

 Preface v 

 Acknowledgements viii  

1 Introduction 1 

2 Summary 4 

Part I .  Overview 28 

3 From the IMF Programme to Private Sector-led Growth within 

Vision 2030 Jamaica 

29 

4 Alignment of Growth-Inducement Strategy with Vision 2030 

Jamaica 

45 

Part II .  Situational Analysis 50 

5 The Jamaican Economy - Economic Performance and Prospects 51 

6 Assessment of and Recommendations for the Current 

Fiscal/Financial  Programme 

82 

Part III .  Analytical Framework 96 

7 Resolving the Supposed ñPuzzleò of Low Growth-Rate and High 

Investment-Rate in the Jamaican Economy 

97 

8 Assessment of the Constraints to Economic Growth in Jamaica 112 

9 Internal Logistics and Jamaicaôs Competitiveness 132 

Part IV .  Policies and Programmes 144 

 A.  Asset Mobilization 145 

 B.  Eliminating Transfer Tax and Stamp Duty on Selected Financial 

Instruments 

150 

 C.  Jamaica Venture Capital Programme 155 

 D.  Business Process Outsourcing 166 

 E.  Human Resources: Training and Certification 169 

 F.  Strengthening Resilience of the Built and Natural Environment 175 

 G.  Community Renewal Programme 180 

 H.  Proposed West Kingston Commercial Lifestyles Centre 188 

 I.  A Viable Framework for Coordination of Poverty Reduction 191 

 J.  Public Sector Transformation 197 

Part V.  Panelistsô Contributions to Symposium on the GIS 204 

 A.  State of the Economy 205 

 B.  Community Renewal Programme 209 

 C.  Enhancing National Resilience 214 

 

 



 

 

v 

Preface 
 

 

The Jamaican economy has exhibited a striking and well-documented historical pattern of 

underperformance in terms of overall growth since the 1970s, despite an evident capacity 

to generate limited expansion in short spurts based on achievements in particular 

economic sectors and products. This chronic pattern of underperformance has left in its 

wake a high level of public debt, unemployment, deterioration in physical infrastructure 

and in the delivery of social services (such as health, education and the justice system).  

These inherited conditions underpin significant and persistent levels of poverty as well as 

the continued existence of marginalized, vulnerable, and volatile communities throughout 

the country. 

 

The issue of how to achieve sustainable economic growth with social equity therefore 

remains today as a matter of primary concern.  It is central to any consideration of policy 

and action to address the host of economic and social problems that the country now 

faces.   

 

This report presents results of the PIOJôs analysis of this issue and specific proposals 

following therefrom for a strategy to induce economic growth in the short and medium 

term and in the particular context of the economic situation prevailing today. 

 

The analytical and strategic foundation of the growth-inducement strategy rests 

fundamentally on our finding that Jamaicaôs weak performance in terms of economic 

growth can be explained as the direct consequence of specific, identifiable, and 

quantifiable conditions operating in the economy and through the process of capital 

investment.  In particular, these conditions are: 

 

¶ the chronic state of fiscal imbalance 

¶ underutilization of productive capacity 

¶ economic waste of capital 

¶ concentration of capital investment in highly capital-intensive sectors and 

economic enclaves. 

 

These conditions, in turn, are associated with a number of dysfunctional pathologies and 

systemic constraints, operating as both cause and effect in a complex mutual interaction 

with the investment process. At the top of this list, as determined by our assessment 

based on world-wide surveys done by international agencies, are the following factors: 

 

¶ crime and violence 

¶ corruption 

¶ taxation 

¶ supply of electricity  

¶ finance, and  

¶ macroeconomic instability.   
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They represent supply-side factors in the business environment (ñexternalò to firms) 

which have a significant effect in terms of the cost, risk and uncertainty of business 

activity.   

 

Other relevant supply-side factors include: 

¶ bureaucracy and regulation  

¶ quality of the labor force,  

¶ quality of infrastructure and  

¶ the foreign trade regime.   

 

Factors related to the ñinternalò operations of firms, individually or collectively within 

industries, include:  

¶ intensity of competition,  

¶ financial market development,  

¶ technological readiness,  

¶ business sophistication,  

¶ capacity for innovation. 

   

Viewed from the standpoint of investment and growth, these constraints are considered 

here to be crucial because, taken together, they determine the prevailing low level (on 

average) of international competitiveness of the Jamaican economy.  They serve, 

therefore, to limit the capacity of Jamaica-based firms to respond to competitive 

pressures emanating from the global economy.  To this extent, they constitute a key 

priority for any policy that seeks to address the problem of economic growth and 

development in the Jamaican economy. 

 

Transforming the complex set of structural and behavioural conditions described here 

constitutes the fundamental challenge that Jamaica faces at this time.  This is the 

challenge that must be overcome in order to set the country firmly and effectively on a 

dynamic path to sustained growth with social equity.  

 

The totality and complexity of the conditions involved dictate the need for a coordinated, 

integrated and holistic approach to designing and implementing economic policy.  There 

is no quick fix or one-shot solution.  No single investment project, no matter how ñbigò, 

taken by itself, will do.  No arbitrary package of incentives, waivers and stimulus will do.  

The essential shortcoming of such measures, basically designed to compensate for lack of 

international competitiveness, is that they leave undisturbed, and perhaps serve to 

reinforce, the prevailing low level of international competitiveness in the economy.  Any 

spurt of growth achieved under such conditions is necessarily limited and unsustainable. 

 

The proposals presented in this report follow from this basic understanding of the 

Jamaican growth problematic.  They constitute a sharply focused and highly structured 

strategy and corresponding program of actions designed to be implemented in a time-

phased manner so as to achieve a turnaround in the economy and build a platform for 

long-term growth and development.  As such, they represent the essential requirements 
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for making a determined start on the road to self-sustained growth with social equity in 

Jamaica.   

 

Because of limited resources, everything cannot be done at once.  Therefore, the strategy 

seeks to focus resources and action at those points which are identified as critical to 

releasing binding constraints and capable of yielding demonstrable and significant results 

in a short and medium-term context.  It also calls for forceful leadership and exercise of 

political will 

 

We were not called upon to construct a comprehensive plan for long-term development 

of the Jamaican economy.  However, a detailed road map for such a plan is laid out in 

Vision 2030 Jamaica, National Development Plan.  The specific proposals presented here 

aim to provide a practical vehicle to carry forward that Plan in the short and medium 

term. 

 

Gladstone A. Hutchinson and Donald J. Harris  

December 16, 2011 
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Chapter 1 

________________ 

 

Introduction  
 

1.0   Prologue  

 

1.1 The Growth-Inducement Strategy was prepared through careful socio-economic 

analysis and a structured approach to public scholarship. The consultation process 

involved in its preparation is summarized in the Acknowledgements to this document. A 

draft of the strategy document was submitted to and discussed by Jamaicaôs Cabinet on 

three occasions between January and February 2011, and subsequently was publicly 

released on March 4, 2011 and posted on the PIOJôs web-site. After its public release, the 

PIOJ organized and hosted a Public Symposium, featuring analysis and critique from 

expert panelists drawn from the private sector and civil society, as well as commentary 

from members of the public in attendance. The full presentations are also available on the 

PIOJôs web-site. 

 

1.2 Subsequent to the Public Symposium, public commentary on the Growth-

Inducement Strategy has, by and large, been favourable, with prominent editorials in the 

large-circulation newspapers endorsing the philosophy and strategy of the Growth-

Inducement Strategy, albeit with special emphasis on different aspects (for example, the 

proposed ñLifestyle Centre for Downtown Kingstonò). In addition, various contributors 

to the printed press and commentators on radio and television have provided broad-based 

support for the Growth-Inducement Strategy.  

 

1.3 On September 29, 2011 the University of the West Indies (through the Sir Arthur 

Lewis Institute for Social and Economic Research ï SALISES ï and the Department of 

Economics) hosted a public seminar for further critical analysis and discussion of the 

Growth-Inducement Strategy.  

 

1.4 We hope that continuing public attention and public scholarship are brought to 

bear on the further development and execution of the strategy, transforming it into a 

living, organically adaptive instrument for economic and social transformation.    

 

2.0   Epilogue  

 

2.1 Buy-in from the Cabinet for the Growth Strategy was high. In late February 2011, 

Cabinet granted preliminary approval to the adoption of the Growth-Inducement Strategy 

as the organizing framework for determining Governmentôs policy priorities over the 

medium-term beginning with the FY 2011/12 budget.  The consensus was that, as far as 

possible, the GOJ would re-prioritize its expenditures and programmes to incorporate the 

policy initiatives outlined in the Growth-Inducement Strategy, in order to minimize the 
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need for ñadditional fiscal spaceò and reduce the risks to the credibility of the overall 

economic programme.  

 

2.2 Our preliminary assessment of FY 2011/2 budget tabled in late April 2011 and 

early May 2011, is that the GOJôs budget was prepared based on a FY 2011/12 primary 

surplus target of 5.2% of GDP. This compares with an initial FY 2011/12 target in the 

IMF Stand-by Arrangement (SBA) of 6.8% of GDP, and hence, the current year primary 

balance target represents a relaxation of the initial fiscal target of the central government 

by 1.6% of GDP. However, we caution against interpreting this as ñadditional fiscal 

spaceò for the purposes of growth inducement as we understand that the adjustment to the 

primary balance was made in order to accommodate higher expenditures mainly due to: 

(a) The West Kingston disturbance in May 2011 (b) Emergency and rehabilitation 

expenditures due to Tropical Storm Nicole, and (c) Legacy costs from divestment 

operations.  Hence, the new primary balance target is largely a ñcarry-overò from 

adjustments made to the FY 2010/11 targets.  

 

2.3 Further, it should be noted that major components of the Growth-Inducement 

Strategy would, in principle, be captured in the FY 2011/12 budget through the 

operations of public bodies (such as the NWA, FCJ, etc) rather than in the Capital A or B 

budgets of the central government. In this regard, we understand that the deficit of the 

ñSelected Public Enterprisesò (SPEs) for FY 2011/12 is now targeted at approximately ½ 

% of GDP, which is essentially unchanged from the initial SBA target of 0.6% of GDP. 

Hence, taking the central government and public bodies together, it is apparent to us that 

the FY 2011/12 budget does not incorporate much in the way of a net quantitative fiscal 

stimulus. 

 

2.4 Nevertheless, we are of the view that the FY 2011/12 budget incorporates 

important growth inducement elements. In particular, we believe that the allocation of 

expenditure to certain priority areas (such as road construction, among others) will 

engender significant benefits to a sluggish economy in terms of their direct impacts and 

also to the extent that they serve to alleviate critical production constraints (such as 

improving the resilience of the targeted infrastructure and providing other production 

infrastructure such as factory space).  

 

2.5 Further, we note that substantial work has been done to carefully craft a tax 

reform package that simplifies the tax system, broadens the tax base and increases 

compliance. There is still additional work to be done to map out the social and welfare 

impacts of various tax-reform proposals in order to properly prepare the government to 

sensitize stakeholders, gain broad-based consensus and implement mitigating measures. 

It is imperative that this work be expedited so that the tax reform package can be 

finalized and its implementation begun in the shortest feasible time frame. However, in 

the interim, firm decisions have been taken with regard to the treatment of certain 

ñnuisance taxesò (such as stamp duty and property transfer tax on estates and financial 

instruments such as corporate paper and bonds). These are important elements of the 

ñasset mobilizationò initiatives outlined in the Growth-Inducement Strategy and these 
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proposals had widespread agreement across stakeholders in the public and private sectors. 

Changes to the tax regime in these areas became effective in mid-May 2011.  

 

2.6 The Community Renewal Programme (CRP) is a centrepiece of a holistic growth 

strategy.  There has been substantial progress in the preparatory work for its 

implementation, notably:  

 

 

¶ establishment and full operation of a CRP Secretariat housed at the PIOJ; 

¶ selection of the 100 most volatile and vulnerable communities targeted for 

intervention over the ten-year life of the project; 

¶ identification of a funding envelope for the life of the project; 

¶ initial allocation of approximately $3.9 billion in FY 2011/12 for the execution of 

CRP projects.  

 

2.7 In sum, we are encouraged by developments leading to the preparation and 

adoption of the growth strategy and the early signs relating to implementation. In 

particular: 

 

1. The PIOJ has prepared, disseminated and received broad-based stakeholder buy-

in for a Growth-Inducement Strategy for the Short and Medium Term, which is 

fully aligned with Vision 2030 while addressing existing social and economic 

conditions. 

2. The Growth-Inducement Strategy was prepared utilizing careful economic 

analysis and focused public scholarship through extensive and broad-based 

consultations within the public and private sectors, including key civil society 

groups and NGOs. 

3.  A highlight of the stakeholder engagement process was the hosting of a Public 

Symposium, which provided reactions indicating general support for the Growth-

Inducement Strategy, even while highlighting areas of risk which require 

continuous monitoring and further analysis. 

4. Important elements of the Growth-Inducement Strategy have been incorporated 

into the FY 2011/12 budget, notwithstanding continued fiscal constraints inherent 

in the need to maintain the credibility of the GOJôs economic programme agreed 

under the IMF SBA. 
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Chapter 2 
________________ 

 

Summary 
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GUIDING PRINCIPLES  

¶ Unleash entrepreneurial dynamism by unlocking latent wealth tied up in idle 

assets 

¶ Infrastructure investments as catalyst for job creation through strengthening 

resiliency of   the built and natural environment 

¶ Build an innovative & competitive modern economy of big and small firms by 

strengthening business networks and removing supply-side constraints 

¶ Modernize and improve the efficiency of government 

¶ Social inclusion through community renewal, expanded self-agency and equity 

¶ Proactive partnership between government and private sector 

 

 

 

 

 

 

Figure 2.1   STRATEGIC FRAMEWORK  
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1.0   The Economic Situation Today 

 

1.1  The Jamaican economy has been in a chronic state of near stagnation since the 

1970s. During that time, there have been fits and starts, but no demonstrated capacity of 

the economy to sustain forward movement.  The deadweight of that history now hangs 

heavily over the present. The process of awakening and recovery from this state of inertia 

is a difficult one that will take time.  It requires a systematic approach to designing and 

implementing integrated policy solutions aimed to modernize and transform the economy 

so as to meet the challenges of operating in a dynamic, competitive world where the 

country has lost ground relative to others that it led or equalled some 50 years ago.  It 

also requires determined and forceful leadership. 

 

1.2   The basic objective of such policy is, through proactive partnership between 

government and the private sector, to build and sustain an enabling environment for 

creative and enterprising actors (individuals and firms) to seize emerging opportunities 

for value-creation that link local competitive advantages to rapidly changing conditions 

of global competition.  For this purpose, there is no magic bullet, and no quick fix.  We 

therefore reject, in principle, the popular notion that one or another single ñbig projectò or 

grab bag of randomly chosen projects, or addressing this or that favourite ñcritical 

illnessò viewed in isolation, or a system of tax waivers and incentives geared to 

compensate for lack of international competitiveness, will magically produce meaningful 

and sustainable economic growth and development.   

 

1.3  At the macroeconomic level, a start has already been made, beginning with the 

recent successful debt exchange, to lay the initial groundwork for mounting a broad-

based economic recovery, albeit based on a fragile financial stability that requires gains 

on the production side for it to take hold.  It is now time to build on this start.  The 

Growth-Inducement Strategy presented here aims to do just that. 

 

1.4   In preparing this report, the singular objective has been to analyze the current 

state of the economy and, on this basis, to develop recommendations for policy and 

action to induce economic growth, starting with the upcoming budget process for the new 

fiscal year 2011/12 and going forward into the medium-term 2012/2014.  We were not 

called upon to construct a plan for long-term development of the economy.  However, a 

detailed road map for such a plan is laid out in the Vision 2030, Jamaica National 

Development Plan.  That Plan also states, in bold relief, the aspirational goals firmly 

expressed by the Jamaican people in direct consultations held throughout all sectors and 

regions of the country.  The specific proposals presented here aim to provide a practical 

vehicle to carry forward that Plan in the short and medium term.    

 

2.0   Constraints and Opportunities 

 

2.1  On the basis of careful assessment of the current situation in the Jamaican 

economy, this report presents a strategic framework and a structured programme of 

actions designed to achieve a turnaround in the economy and build a platform and 

momentum for medium-term growth. In essence, it captures the reality of the present 
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moment which demands re-orienting our economic policy towards a sharpened focus on 

enhancing growth as the necessary basis for realizing sustained improvements in the 

social well-being of citizens, consistent with the goals of Vision 2030.   

 

2.2   The strategy recognizes the binding constraints that the economy now faces, not 

the least of which come from tight and restrictive conditionalities of the IMF programme.  

However, it simultaneously appreciates and exploits unique opportunities arising from 

the current situation which have combined to create important avenues for economic 

recovery.   

 

2.3   Specifically, ongoing fiscal consolidation and improvements in budgetary 

management have resulted in significant reduction in the interest yield on financial 

instruments offered by government and BOJ, hence in the cost of government financing 

activities.  This, in turn, has forced private capital into a search for new opportunities to 

earn competitive returns.  The ongoing recession has also created significant liquidity in 

the portfolio of development banks as they experience a drop-off in demand for funds to 

support traditional venture economic activities, thus similarly forcing them into 

identifying new ways and economic activities for creating value.  

 

2.4   Hence, an economic stimulus and recovery strategy that is aimed at facilitating 

increased private-sector investment in real sector activities, and development bank 

financing partnership, could provide a rich vein for economic recovery without excessive 

new demands for central government support either in finances or through fiscal space.  

 

2.5   At its core, the strategy recognizes a basic fact, i.e. that there exists a sizeable 

pool of latently available and potentially productive assets - financial assets, physical 

capital, buildings, labour, and land - that currently lie fallow, dormant, and/or 

underutilized and/or wasted.  There also exists throughout the economy, in big, medium, 

and small businesses, entrepreneurial talent ready to act to bring these assets to fruition in 

productive activities.  Foreign investors and diaspora partners have also shown an active 

interest.  In some widely reported cases, creative moves in this direction are already being 

made in various sectors of the economy, as is evident, for instance, in a recent run of nine 

successful IPOs (with ten more expected in 2011) and in the revival of the real estate 

market in downtown Kingston.  The strategy seeks to strengthen and accelerate these 

positive developments by setting in place the necessary support framework to mobilize 

potentially productive assets and unleash entrepreneurial dynamism.  

 

2.6   This dynamic combination of factors constitutes a solid base on which to begin to 

build a platform for growth.  However, there are significant constraints, real and 

perceived, which stand in the way of realizing this potential.  Of these, the single most 

important is the cost of crime.  It is estimated to cost the economy between 5 and 7 per 

cent in gross output.  A systematic approach to crime reduction is being taken by 

Government, with noticeable gains now being realized.  Ongoing actions and plans now 

in place should yield further gains, hence advance further towards normalization of 

criminality and, thereby, enhance the climate for conduct of business as well as the daily 

life of citizens.  In this context, the proposed Community Renewal Programme is 
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expected to provide an essential antidote to the cancer of crime by offering positive 

alternatives to illegal activity in one hundred targeted communities throughout the island.  

Combined with other proposed measures for urban-regional development and 

strengthening the capacity of MSMEs, these efforts serve also to meet the need for 

levelling the playing field, broadening participation in the growth process, and combating 

the social marginalization that affects many of our citizens. 

 

 

3.0   Understanding the Fundamental Constraints 

 

3.1 In developing a growth-inducement strategy for Jamaica the central problem to be 

confronted, conceptually and strategically, is the supposed paradox of a high investment 

rate (as a % of GDP) and low growth rate, which has characterized Jamaicaôs economic 

performance since the 1970s. The analytical and strategic foundation of the growth-

inducement strategy rests fundamentally on the notion that this apparent ñlow growth-

high investment puzzleò is the consequence of specific conditions operating in the 

economy through the investment process and in combination with a number of 

dysfunctional pathologies and systemic constraints. 

 

3.2 In particular, our analysis indicates that Jamaicaôs low-growth high-investment 

puzzle is explained by the following set of conditions:  

 

(a) chronic state of fiscal imbalance  

(b) underutilization of productive capacity  

(c) economic waste of capital  

(d) unbalanced sectoral structure of the economy, with high investment rates in 

capital intensive and enclave sectors. 

The formal analysis of these determinant conditions underlying Jamaicaôs growth puzzle 

is set out in Chapter 7 of this report. 

 

3.3 Analysis of the conditions underlying Jamaicaôs poor growth performance was 

complemented by a careful review of recent diagnostic studies of Jamaicaôs 

competitiveness and business environment (see Chapter 8), which systematically 

identified and ranked the key supply-side constraints to growth in the Jamaican economy 

as follows: 

 

Á Crime and violence 

Á Corruption 

Á Taxation  

Á Electricity 

Á Finance 

Á Macroeconomic instability 

 

This listing of key constraints displays factors that are ñexternalò to the individual firm 

and have a significant impact on all firms, in terms of the cost, risk, and uncertainty of 
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doing business.  Government must address these constraints by adopting a range of 

instruments available to it through its roles in monetary and fiscal management, 

economic regulation, delivery of public services (security, health, education, training, 

information dissemination) and provision of physical infrastructure.  

 

3.4  In addition, our analysis of competitiveness factors and the business environment 

showed that the weak competitiveness of the productive sector is also a result of the 

failure to address supply-side factors ñinternalò to the firm, the most important of which 

are:  

 

Á Goods market efficiency 

Á Labour market efficiency                                                                                                                                                                                                                                                                                                                                                 

Á Financial market development  

Á Technological readiness 

Á Business sophistication 

Á Innovation  

 

These ñfirm levelò supply factors are largely within the sphere of influence of the 

individual firm, or collectively within an industry.  

 

3.5 Taken together, these conditions reflect and re-emphasize the well-known fact 

that there is an organic interdependence between the private sectorôs role as the main 

engine of the growth process and the stateôs role as an enabler.  Moreover, to the extent 

that firm-level deficiencies reflect market failures, government policy can play a 

constructive role by sponsoring institutional arrangements to correct such failures and 

helping to build entrepreneurial capacity and dynamism within domestic firms.  

 

3.6. Table 2.1 outlines the overall policy framework following from this analysis, in 

terms of the key indicators (ñgapsò) that the strategy seeks to address, the diagnosis of 

contributing factors, and the corrective strategies to be adopted.  
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Table 2.1.  The Policy Framework: 

A Mapping of Gap Indicators, Contribut ing Factors and Corrective Strategies 
 

Gap Indicators Contribut ing Factors Corrective Strategies 

Fiscal Gap (ñDebt 

Overhangò ) 

Lack of adequate fiscal governance. Fiscal consolidation and governance reform; fiscal 

expenditure control; broad-based tax reform. 

Capacity 

Utilization Gap 
(ñUnderutilization 

of Productive 

Capacityò) 

(1) Supply-side: Deficiencies and 

distortions in the existing structure of 

economic incentives (risks, rewards, costs, 

externalities) that drive entrepreneurial 

decision-making; poor business 

environment, including the effects of 

crime; internal management, resigned 

preferences and rational myopia on the part 

of entrepreneurs. 

(2) Demand-side: Weakness in 

international competitiveness; resigned 

preferences and rational myopia on the part 

of domestic consumers/workers; global 

demand conditions. 

Improving the business environment; broad-based tax reform, 

including elimination of ñnuisance taxesò; asset mobilization; 

entrepreneurial development, business management and 

innovation (development bank- and venture-capital financing, 

business networks, clusters); social inclusion (crime 

reduction, community development and empowerment for 

self-agency, rural-urban development); fiscal expenditure re-

prioritization towards core services (infrastructure, transport 

& logistics, energy, finance, communications, and security); 

education, training and certification of the labour force; 

research and development; macroeconomic stability. 

Capital 

Efficiency Gap 
(ñEconomic Waste 

of Capitalò) 

(1) Excessive construction costs due 

to poor quality of construction work, costs 

of providing security on site, kickbacks of 

various sorts from contractors to off-site 

agents, excessive post-construction costs of 

repair and maintenance due to abnormal 

ñwear and tearò (whether from neglect or 

actual use), and cost of security 

(ñprotectionò) for current operation. 

(2) Reduced productivity of private 

capital due to inadequate and/or poor 

quality public capital (infrastructure, 

transport). 

(3) Reduced productivity of both 

private and public capital due to excessive 

vulnerability to natural hazards (low 

resilience of the built and natural 

environments). 

Improving the business environment; fiscal expenditure re-

prioritization; infrastructure investments to improve the 

resilience of the built and natural environments; improvement 

of government contracting, procurement and project 

management. 

Sectoral 

Efficiency Gap 
(ñUnbalanced 

Sectoral Structure 

of Productionò) 

High rate of investment in capital intensive 

sectors accounting for a small share of 

GDP or of employment (Bauxite & 

Alumina; Transport, Storage & 

Communications) and sectors with low 

domestic linkages (Tourism). Related to 

the structure of incentives (e.g. tax 

incentives for export enclaves) or 

government priorities (incentives for 

private investment in infrastructure to 

achieve divestment objectives). 

Incentive reform, including tax reform; improving domestic 

linkages\; promotion of the business-network model; 

development of a logistics hub; build-out of regional ICT 

centres 

Source: Compiled by the PIOJ 
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4.0   Components of the Growth-Inducement Strategy 

 

4.1  Operating within this strategic and programmatic framework, the following 

elements are proposed as essential components of the Growth-Inducement Strategy, to be 

implemented in a time-phased manner during the short and medium term. 

 

1. Asset Mobilization.  Undertake a systematic programme of tax reform as the linchpin 

of the effort to unlock latent wealth tied up in potentially productive assets and 

promote entrepreneurial dynamism: remove distortionary taxes; simplify the tax code; 

review the external tariff structure; introduce new mechanisms for collateralizing 

assets (physical capital, financial assets, and land); package and privatize 

government-owned assets. 

 

2. Build international competitiveness by frontally addressing costs of production: 

accelerate the National Energy Policy Action Plan as an urgent priority and a 

potential game-changer; continue ongoing efforts to lower cost of capital and improve 

transmission to the productive sector; improve productivity of the workforce by 

ramping up training and labour certification; promote technical innovation (e.g. 

greenhouse agriculture, hydroponics, tissue culture) through research and 

development. 

 

3. Exploit the full potential of the business-network model to promote synergies within 

and among targeted clusters of economic activity, reduce transaction costs and realize 

economies of scale: build and strengthen value-chain linkages, backward and 

forward, among firms (e.g. business incubator network; linkages between tourism, 

agriculture, agro-processing, and local services (health, sports, food, crafts, 

entertainment)); promote emergence of new clusters of activity based on a logistics 

hub.   Immediate gains for increased employment and export earnings are expected to 

come from front-loaded measures to expand ICT sites. 

 

4. Protect and strengthen the built environment.  Severe and costly damage (in treasure 

and human life) is perennially inflicted on Jamaica by hazards arising from both 

natural and man-made causes, recent experience with tropical storm Nicole being 

only the latest example.  Opportunities now exist to simultaneously reduce such costs 

and create jobs, by redirecting resources within existing fiscal constraints, through 

ñpublic worksò: infrastructure maintenance and improvement; housing construction. 

 

5. Social inclusion.  Spearhead the drive for economic growth with an immediate and 

concerted effort to ramp up the Community Renewal Programme to unlock creativity 

and entrepreneurship in targeted communities throughout the island as a foundation 

for organic and sustained development of such communities and as a positive 

alternative to illegal options (hence, as an antidote to crime).  In combination with 

other local and regional initiatives by government and private sector working in 

partnership  (e.g. Downtown Kingston Redevelopment) and a strengthened 

programme of on-lending to MSMEs, provide thereby an holistic and integrated 
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programme of social inclusion that levels the playing field, broadens the base of 

participation in the growth process, builds confidence, and allows buy-in by 

stakeholders. 

 

6. Public sector transformation.  Adopt a new role for government.  At present, 

government is widely perceived to be ñpart of the problemò.  In fact, government is 

beset with inter-agency coordination problems and, by its own actions, creates market 

distortions, allocative inefficiencies, avenues for rent-seeking and corruption.  Now 

engaged in a contractionary mode, government should seek to pull back to 

performing well its core functions, efficiently delivering services to the public and 

acting, not just to facilitate, but also to become a proactive partner with the private 

sector. 

 

4.2  Specific components of the growth-inducement strategy and corresponding agenda 

items are listed in the Growth Strategy Matrix (Table 2.2).  Some of these items are 

further highlighted in Table 2.3.  Details of the agenda for public sector transformation 

are laid out in Part IV.J. 

 

 

5.0   From Strategy to Implementation  

 

5.1   In total, this strategy is comprehensive in scope, highly focused in its targets, 

rooted in local (national) initiatives and effort, and eminently practical and relevant.  It 

effectively deploys limited financial resources in a tight budget scenario while calling for 

forceful leadership and exercise of political will.  It is a timely and doable strategy. 

 

5.2   Several features of this proposed strategy are worth emphasizing: 

 

¶ First, this is not a ñcrash programme.ò We seek to place in the forefront a strategic 

framework that gives coherence, focus and direction to the growth-inducement 

strategy (see above, Figure 2.1).    

  

¶ Second, because of limited resources, everything cannot be done at once.  It is 

therefore necessary to focus resources and action at those points which are 

identified as critical to releasing binding constraints on economic growth and 

capable of yielding demonstrable and significant results in a short and medium-

term context.   

 

¶ Third, it is important to distinguish two phases of the strategy, i.e. measures that 

are intended to take effect in the short term, and those that are designed for the 

medium- term.  All measures are expected to be brought on-stream within a three-

year horizon and be fully integrated with the three-year budget cycle of 

Government (Medium Term Expenditure Framework). 

 

¶ Fourth, because of the complex structure and time-phasing of the overall 

programme and interdependence among its component parts, there is a clear need 
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for coordination and monitoring of performance by agencies responsible for 

different components to ensure consistency and continuity in implementation.  

Forceful leadership will be required to drive this process so as to achieve 

successful results. 
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Table 2.2.  Growth Strategy Matrix  
 

Strategic Focus 

 

Agenda 

Implementation 

Schedule 

  

Agency 

 

Funding 

Source 
Short-term Medium-

term 

1. Social Inclusion Community Renewal Program (CRP); 100 targeted communities 

throughout Jamaica 

ã ã PIOJ various 

2.Asset Mobilization  Asset Class Agenda Item     

 Financial Loan portability ã  MOF  

Secured transactions  ã MOF  
Credit Bureau ã  MOF  
Jamaica Mortgage Bank ã ã DBJ  
Venture Capital Fund ã ã DBJ  

Real Property (land) Land registration and title ã  MOF/LAMP  
Probate & land transfer ã  MOF  
Real Estate Investment Trust  ã MOF  

Government 

Property 

Sugar industry privatization ã  DBJ  
Jamalco divestment ã  DBJ  

3. Competitiveness Program  Agenda Item     
 Tax Policy Reform Tariff structure review ã ã MOF  

Tax waiver reform ã ã MOF  

Consolidate statutory deductions ã  MOF  
Energy National Energy Policy Action Plan ã ã MEM/OUR  

Net metering/net billing ã ã MEM/ OUR   
Manufacture Industry Modernization Program; factory 

space; GOJ procurement 
ã ã MIIC/JMA  

Agriculture Diversify, modernize traditional farming; 

PMOs; greenhouses 

ã ã MAF/RADA DBJ/PC 

Exports NES - Implementation Plan ã ã MIIC/JEA  
Human Resources Training, certification ã ã ML/ME/HEART  

4.  Business 

Networks 

Sector Agenda Item     

 Tourism & other 
services 

Health/medical/heritage tourism  ã MT/JAMPRO  
Sports ã ã JAMPRO  
Entertainment, crafts, food, attractions ã ã JAMPRO 

JBDC 
 

Government   Public sector procurement ã ã MOF  
ICT  Regional ICT centers  ã ã JAMPRO  
Logistics Hub Logistics infrastructure - initial phase ã ã MTW  
MSMEs Capacity building; 5-yr tax holiday; 

Venture Capital Network; Technology Park 

ã ã JBDC/HEART DBJ/PC 

5. Built & Natural 

Environment 

Sector Agenda Item     

 Infrastructure Jamaica Development Infrastructure 

Program 

ã ã MTW MTW 

Negril Beach Restoration ã  MTW MTW 

Housing Various projects, island-wide ã ã MWH/NHT MWH/NHT 

6. Urban-Regional 

Development 

Program  Agenda Item     

 Community Renewal 

Programme 

100 targeted communities ã ã PIOJ  

Development 

Projects 

Downtown Kingston Redevelopment ã ã Private 

Sector/UDC/ 

KSAC 

 
West Kingston Commercial Lifestyles 

Center 

ã ã  

Logistics infrastructure - initial phase ã ã MTW MTW 
Port of Falmouth  ã  UDC/TPDCo  
Montego Bay Convention Centre ã  UDC  

7. Public Sector 

Transformation 
See Part IV.J for details. ã ã 

OPM, MOF  

Source: Compiled by the PIOJ 
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Table 2.3.  Highlighted Growth Projects  

Programme/Project Cost 
(J$Million)  Source of Funds Agency 

    

1a.  Short-term Growth Stimulus    
NWA - Priority Level 1 3,292.66 MTW MTW 
NWA - Priority Level 2 5,703.76 MTW MTW 
Farm Roads 3,883.00 MTW RADA 
Community Renewal Program  1,277.00 DBJ, PetroCaribe Various 
Micro-business finance & capacity building 250.00 DBJ DBJ, JBDC 
Total Cost 14,406.42   

    

1b.  Other related  development projects    
Downtown Kingston Redevelopment  Private Sector UDC, KSAC 

West Kingston Commercial Lifestyles Center  Private Sector UDC, KSAC 

Regional ICT Centers   JAMPRO 

Logistics infrastructure - initial phase   MTW 

Port of Falmouth   UDC/TPDCo 

Montego Bay Convention Centre   UDC 

Negril Beach Restoration   MTW 

Housing   MWH/NHT 

    

2a.  Unlocking latent wealth in idle assets    
Loan portability   MOF 

Secured transactions   MOF 

Credit Bureau   MOF 

Probate & land transfer   MOF 

Land registration & title   MOF 

Consolidate statutory deductions   MOF 

    

2b.  Privatization of government property    
Sugar industry privatization   DBJ 

Jamalco divestment   DBJ 

Jamaica Mortgage Bank   DBJ 

    

2c.  Other related projects    
Labor force training & certification   ML/ME/HEART 

Net metering/net billing   MEM, OUR 

    

3.  Medium term projects    
Tax policy reform   MOF 

National Energy Policy Action Plan   MEM, OUR 

Public Sector Transformation   OPM, MOF 
Source: Compiled by the PIOJ 
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6.0   Short-Term Growth Stimulus 

 

6.1 Within the overall Growth-Inducement Strategy framework outlined above, we 

isolate for analysis specific projects and activities which are expected to provide the basis 

for an immediate stimulus to economic growth, serve to improve the near-term credibility 

of the Governmentôs economic programme, and engender improved economic conditions 

for the implementation of a comprehensive reform package over the medium-term.  

Specifically, we identify a package of public works and social inclusion projects aimed at 

achieving the following outcomes: 

  

¶ enhance the resilience of the built and natural environment and rehabilitate farm 

roads
1
 

¶ accelerate implementation of the Community Renewal Programme (CRP) 

¶ release latent entrepreneurial activity of Micro, Small and Medium Enterprises 

(MSMEs) through renewed lending from the Development Bank of Jamaica 

(DBJ).  

 

6.2 Some of these projects are expected to be implemented through the NWAôs road 

improvement programme (JDIP), the farm roads repair programme under the Rural 

Agricultural Development Authority (RADA), community-based infrastructure 

programmes and social intervention activities by various agencies including, among 

others, the Jamaica Social Investment Fund, the Ministries of National Security, Health, 

Youth and Water & Housing, the Social Development Commission (SDC) and the DBJ. 

Appendix 2A provides details of the targeted projects.  

 

6.3 The projected growth-impact of these projects is presented in the next section. 

The projections provide a direct measure of the multiplier effect of the injection of 

expenditure on each project as that expenditure works its way through the productive 

structure of the economy, creating jobs for workers, demand for products, sales by 

business firms, and revenue for government. These projections do not take into account 

the likely impact from currently ongoing government infrastructure projects or from other 

development projects being planned or implemented by various Ministries.  Moreover, no 

account is taken of government proposals and plans for housing construction that are 

likely to come on-stream during FY2010/11, quantitative data for which are not available 

at this time.  Additional stimulus is expected to come from all of those efforts. 

 

6.4 It must be noted also that the strategy includes a range of initiatives targeted to 

improve the environment for doing business and to enhance the dynamic capacity of the 

economy, involving changes in rules, regulations, and various tax items, as well as crime 

reduction.  These initiatives are expected to have a significant positive effect on business 

decisions, both from their direct impact on costs of doing business and from signalling a 

new and favourable direction of public policy.  This effect, though measurable through 

                                                 
1
 The main areas recommended by the Office of Disaster Preparedness and Emergency Management (ODPEM) to be 

targeted for comprehensive enhancement of the built and natural environment in a longer term framework are outlined  

in Part IV.F of this report. 
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further study, is not included in the impact analysis, but must be considered to augment 

the projected growth-impact reported here.  

 

 

 

7.0   Impact Analysis of Short-Term Growth Stimulus 
 

7.1 The overall projected growth-impacts of the proposed short-term growth 

measures are summarized in Tables 2.4 and 2.5 below.  Appendix 2B presents details of 

the projected employment and/or regional impacts.  The methodology of the impact 

analysis is described in Appendix 2C. 

 

 

Table 2.4  One-year Growth Impact of Short-term Growth -Strategy Components 

 

Projects 

 

Expenditure a
 

(J$ million)  

Additional One-year Growth  

(% Change in GDP at constant prices) 

  

Lower bound Upper bound 

NWA - Priority Level 1 (PL 1) b  3,292.66 0.34 0.72 

NWA - Priority Level 2 (PL2) c
 

5,703.76 0.59 1.24 

RADA Farm Roads 3,883.00 0.46 0.85 

Enhanced CRP (various agencies) 1,277.00 0.16 0.27 

DBJ Micro Loans 250.00 0.03 0.05 

Total 14,406.42 1.58 3.13 
a For NWA and RADA projects, the expenditures do not necessarily reflect the total project costs but rather 

the component of final demand expenditure accounted for in the projection period. 

b NWA-PL1 projects are those projects which have been targeted for implementation in FY2011/12, but 

for which the fiscal space was uncertain. 

c NWA-PL2 projects are those projects that were initially targeted for implementation after FY 2011/12. 

The accelerated implementation of these projects is being recommended.    
Source: Compiled by the PIOJ 

 

6.2 Overall, the aggressive front-loading and implementation of the specified short-

term growth projects could increase real GDP growth by 1.6 - 3.1 percentage points 

above a baseline projection (by PIOJ) of 2.1% for 2011.
2
   This implies that instead of a 

projected 2.1% real GDP growth in 2011, these projects could induce increased real 

growth to between 3.7% and 5.2%. This boost in growth would come from a total 

expenditure of J$14.4 billion, amounting to about 1% of current GDP.   

 

6.3 The improvement in growth performance would also have positive benefits for 

poverty reduction and social inclusion.  Under the baseline scenario of 2.1% real growth, 

the poverty rate in 2011 is projected to be in the range of 16.5% -18.1%, representing a 

                                                 
2
 This baseline projection is subject to further review by PIOJ on the basis of incoming data on current 

economic performance. 
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decline of 2.0 - 2.2 percentage points compared with 2010.
3
  This baseline projection is 

predicated on the following assumptions: 

 

1) Real GDP:  Real GDP is projected to grow by 2.1% during FY2011/12, driven 

mainly by Mining & Quarrying, Hotels & Restaurants, Electricity & Water 

Supply, and Agriculture, Forestry & Fishing. 

2) Employment:  Total employment level is projected to increase by 1.5 per cent; 

this increase is associated with expected growth in the following industries: 

Agriculture, Forestry & Fishing, Wholesale & Retail Trade, Repair and 

Installation of Machinery, all of which are labour-intensive industries. 

3) Remittance: Remittance is projected to increase as the global economy continues 

to record economic growth. Economic activities are also expected to improve in 

Jamaicaôs main source of remittance, the USA. 

4) Pension: The increase in pension benefits from NIS (initiated in July 2010 and 

paid in December 2010), in addition to the announced increase in government 

workersô pension, will positively impact disposable income and, thus, assist in 

reducing poverty in an age group (age 60 and over) where it is most prevalent.  

 

6.4 Under the improved growth scenario, the higher growth rates are projected to 

further reduce poverty rates to a range of 14.8%-16.4% (assuming a 3.7% growth rate) 

and 12.4% - 14.6% (assuming a 5.2% growth rate).   

 

6.5 The short-term growth projects are also projected to increase tax revenues, based 

on the increased value-added generated under the improved growth scenario.   Table 2.5 

shows the amounts of the projected increases in value-added and tax revenues. 

 

 

Table 2.5.  Increased Value-Added & Tax Revenue Generated by 

 Short-Term Growth Projects  
(J$ million)  

Projects 
Increment in Real Value-Added 

Lower Bound Upper Bound 

NWA - PL1 4,124.0 8,626.8 

NWA - PL2 7,143.8 14,943.9 

Farm Roads 5,497.7 10,171.3 

CRP 1,913.9 3,214.7 

Micro Credit 390.8 655.0 

Total Value-Added 19,070.2 37,611.7 

Tax Revenue (at 23.6%) 4,495.9 8,867.2 
                   Source: Compiled by the PIOJ 

 

 

                                                 
3
  Poverty rates are measured as the head-count i.e. the proportion of the population below the poverty line.  
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Appendix 2A 

 

  Details of Targeted Projects 

 

 

Table 2A.1.  NWA Projects Tentatively Budgeted for 2011/12 (NWA Priority Level 1)*  

 

Project 

 

Timeline Expenditure Direct Job Creation 
Aim  

  Date J$ Mill ion persons/month 

IDB 2026 TIRP Scotts Cove ï 

Belmont 

Apr/2011 to 

Feb/2012 

300.0 30 - 40 Improve travel time along the 

corridor; reduce vehicle 

operating costs.  

IDB 2026 TIRP Sheffield ï Negril Jun/2011 to 

Sep/2012 

515.4 50 - 60 Improve travel time along the 

corridor; reduce vehicle 

operating costs.  Improve 

drainage.  

JDIP - N. Mandela Highway 

Improvement Project 

Jun/2011 to 

Dec/2013 

..  80 Improve travel time along the 

corridor; reduce vehicle 

operating costs.  Raise road 

and improve drainage. 

JDIP - Westmoreland Bridge 

Reconstruction 

.. ..  40 Re-establish direct access from 

Agualta Vale to Richmond, St. 

Mary.  

JDIP - Scheme Road rehabilitation Feb/2011 to 

Mar/2013 

429.5 90  Improve roads; reduce risk of 

localised flooding; reduce 

vehicle operating cost. 

JDIP - Fairview Housing Scheme 

Drainage Plan 

 .. 1,300.0 60 Reduce risk of flooding in this 

community.  

JDIP - Ocho Rios Road and Drainage 

Improvement 

Feb/2011 to 

Feb/2012 

544.0 60 Improve travel time along the 

corridor; reduce vehicle 

operating costs.  Improve 

drainage.  

CDB - Tropical Storm Nicole 

Rehabilitation 

Apr/2011 to 

Mar/2012 

2,319.3 300 Reduce risk of flooding in 

communities islandwide. 

IDB 2026 TIRP - Big Pond/Old 

Harbour Drainage Improvement  

Aug/2011 to 

Feb/2013 

515.4 30 Reduce the risk of flooding in 

the communities of Barton, 

Colbeck, Old Harbour and Old 

Harbour Bay. 

*  NWA-PL1 projects are those projects which have been targeted for implementation in FY2011/12, but 

for which the fiscal space was uncertain. 
Source: The National Works Agency 
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Table  2A.2.  NWA Projects To be Fast-Tracked to FY 2011/12 (NWA Priority Level 2)*  
 

Project 

  

Initial Timeline  Expenditure  
Direct Job 

Creation Aim  

  
Date J$ Million  persons/month 

OPEC Phase 2 May 

Pen - Trout Hall 
Apr/2012 to Jul/2015 

        

4,037.00  
150 

Improve connectivity 

between the southern and 

northern coasts.  

Tom's River to 

Agualta Vale 
Apr/2012 to Jul/2014 

        

2,749.00  
150 

Improve travel time along 

the corridor; reduce 

vehicle operating costs. 

JDIP - Morant Bay 

to Cedar Valley 

Road 

Rehabilitation 

Project 

June/2012 to 

June/2013 
..  60 

Improve travel time along 

the corridor; reduce 

vehicle operating costs.  

*  NWA-PL2 projects are those projects that were initially targeted for implementation after FY 2011/12. 

The accelerated implementation of these projects is being recommended.    
Source: PIOJ estimates based on data provided by the National Works Agency 

 

 
 

 

Table 2A.3.  RADA Farm-Road Rehabilitation Projects:  

Cost and Distance of Farm Roads in need of Repair, by parish 

 

Parish 
All Farm Roads Priority Farm Roads 

Distance 
km 

Cost 
J$ Million  

Distance 
km 

Cost 
J$ Million  

St. Andrew 140.9 276.16 54.8 107.41 

St. Thomas 161.1 315.76 142.5 279.30 

Portland 311.8 611.13 82.0 160.72 

St. Mary 296.4 580.94 257.0 503.72 

St. Ann 87.6 171.70 87.2 170.91 

St. Catherine 262.2 513.91 85.6 167.78 

Clarendon 54.5 106.82 23.0 45.08 

Manchester 31.8 62.33 27.4 53.70 

Trelawny 89.3 175.03 32.0 62.72 

St.  James 65.5 128.38 42.5 83.30 

Hanover 149.6 293.22 149.6 293.22 

Westmoreland 63.8 125.05 23.7 46.45 

St. Elizabeth 266.2 521.75 266.2 521.75 

TOTAL  1,980.7 3,882.17 1,273.5 2,496.06 
                           Source: Rural Agricultural Development Authority, Ministry of Agriculture & Fisheries 
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Table 2A.4.  Micro-Finance Institutions (MFI):  

 Estimated Demand for Funds, FY2011/2012 
(J$Million)  

 

MFI   Allotted 
 (50% of MFI's NW)  

 Balance 

Outstanding  

 Projection 

2011/2012  

Micro Credit Ltd              22.5      4.2    12.0 

JN Small Business Loans Ltd.            196.0    75.0    48.0 

Nation Growth Microfinance 

Ltd. 
             80.0   29.3    30.0 

Access Financial Services Ltd.            136.8 114.7  100.0 

Churches Cooperative Credit 

Union Ltd. 
           338.9 

                       

-    
   25.0 

St. Thomas Cooperative Credit 

Union Ltd. 
             46.4 

                       

-    
   10.0 

St. Elizabeth Cooperative 

Credit Union Ltd. 
             74.9 

                       

-    
   25.0 

Total            895.5 223.2  250.0 

                     Note.  There is wide regional distribution of these funds to allow for broad-based access. 

                Source: Development Bank of Jamaica 
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Table 2A.5.  Community Renewal Projects (CRP), 2011/2012 
 

Project 
Cost 

(J$Million)  

CRP Projects Already Budgeted* 

1. CSJP  
Regular programme activities 1,000.0 

2. JSIF  

PRP II (infrastructure upgrading) 318.0 

 

ICBSP(infrastructure upgrading) 584.0 

 

Community Crime and Violence Project 102.0 

Community Investment Project (infrastructure upgrading)  

387.0 

Basic Needs Project 5&6 (social & infrastructural upgrading) 808.0 

Subtotal 3,199.0 

CRP Incremental Projects 

1. CSJP  
Sanitation upgrading 172.0 

2. JSIF  

High-Risk Youth intervention in conjunction with PMI 200.0 

Other CRP related activities 100.0 

Sanitation upgrading  + 250.0 

Youth literacy project 85.0 

3. JBDC/DBJ  

Business development & micro-lending  + 100.0 

4. SDC  

Community mobilization/planning 85.0 

5. Ministry of Health  

Healthy lifestyle zones 85.0 

6. Ministry of Youth  

CRP related activities 100.0 

7. Ministry of Water & Housing/UDC/NHT  

CRP related activities 100.0 

Subtotal 1,277.0 

TOTAL  4,476.0 

                             * It is requested that full budgeting for these items be brought on stream. 
                                    +  Funding provided by PetroCaribe for these projects. 

                                     Source: Various agency budgets and PIOJ data. 
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Appendix 2B 

 

Impact Assessment of Short-term Measures: Detailed Tables  

 
 

 

Table 2B.1.  Value Added & Employment Impact of NWA -  PL1 Projects 

 
Projects Increase in 

jobs 

Expenditure on 

Construction 

Activities 
(J$Million)  

Value Added from  expenditure 
(J$ Million)  

Lower bound Upper bound 

IDB 2026 TIRP Scotts Cove - 

Belmont 

100 - 134 285.00 356.95 746.70 

IDB 2026 TIRP Sheffield - 

Negril 

167 - 200 408.03 511.04 1,069.03 

JDIP - Scheme Road 

rehabilitation 

300 365.08 457.24 956.50 

JDIP - Fairview Housing 

Scheme Drainage Plan 

200 1,105.00 1,383.98 2,895.10 

JDIP - Ocho Rios Road and 

Drain Improvement 

200 408.00 511.01 1,068.96 

CDB - Tropical Storm Nicole 

Rehabilitation 

1,002 412.32 516.42 1,080.28 

IDB 2026 TIRP - Big Pond/Old 

Harbour Drainage improvement 

scheme 

100 309.24 387.31 810.21 

TOTAL    3,292.66 4,123.95 8,626.77 

Source: PIOJ estimates based on data provided by the National Works Agency 

 

 

 

 

Table 2B.2.  Value Added & Employment Impact of NWA - PL2 Projects 

 
Projects Increase in 

jobs 

Expenditure on 

Construction 

Activities 

(J$Million)  

Value Added from  expenditure 

(J$ Million)  

Lower bound Upper bound 

OPEC Phase 2 May Pen - Trout 

Hall 502 3, 229.84 4, 045.27 8, 462.18 

Tom's River to Agualta Vale 502 2, 473.92 3, 098.51 6, 481.67 

TOTAL   5,703.76 7,141.78 14,943.85 

Source: PIOJ estimates based on data provided by the National Works Agency 
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Table 2B.3.  Impact of Repairing Farm Roads (J$Million) 

Projects 

Expenditure on 

Construction Activities 
(J$Million)  

Value Added from  expenditure 
(J$ Million)  

Lower bound Upper bound 

All roads 3,882.17 5,497.65 10,171.29 

Priority Roads 2,496.06 3,534.74 6,539.68 
                Source: PIOJ estimates based on data provided by the National Works Agency  

 

 
 
 

Table 2B..4.  Impact of Repairing Farm Roads, by Parish 

 

Parish 
All Farm Roads Priority Farm Roads 

Distance 
(km) 

Cost 

(J$ Million)  

Value Added 
(J$ Million)  

Distance 
( km) 

Cost 
(J$ Million)  

Value Added 
(J$ Million ) 

St. Andrew 140.9 276.16 391.08 54.8 107.41 152.10 

St. Thomas 161.1 315.76 447.15 142.5 279.30 395.52 

Portland 311.8 611.13 865.44 82.0 160.72 227.60 

St. Mary 296.4 580.94 822.69 257.0 503.72 713.33 

St. Ann 87.6 171.70 243.14 87.2 170.91 242.03 

St. Catherine 262.2 513.91 727.77 85.6 167.78 237.59 

Clarendon 54.5 106.82 151.27 23.0 45.08 63.84 

Manchester 31.8 62.33 88.26 27.4 53.70 76.05 

Trelawny 89.3 175.03 247.86 32.0 62.72 88.82 

St.  James 65.5 128.38 181.80 42.5 83.30 117.96 

Hanover 149.6 293.22 415.23 149.6 293.22 415.23 

Westmoreland 63.8 125.05 177.08 23.7 46.45 65.78 

St. Elizabeth 266.2 521.75 738.87 266.2 521.75 738.87 

TOTAL  1,980.7 3,882.17 5,497.65 1,273.5 2,496.06 3,534.74 
Source: PIOJ estimates based on data provided by the National Works Agency 
 

 

 
 

Table 2B.5.  Impact of the CRP by Projects 

Agency 

 

Expenditure on 

Infrastructure & 

Social Activities 

Value Added from  Expenditure 
(J$Million)  

Lower bound Upper bound 

CSJP 472.00 710.35 1,236.64 

JSIF 335.00 486.29 877.70 

JBDC/DBJ 100.00 155.59 262.00 

SDC 85.00 132.25 222.70 

MOH 85.00 132.25 222.70 

MOY 100.00 155.59 262.00 

MOWH/UDC/NHT 100.00 141.61 262.00 

TOTAL  1,227.00 1,913.95 3,214.74 
                              Source: Compiled by the PIOJ 
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Table 2B.6.  Impact of DBJ Loans to MSMEs, by Industry 

  

Loans 
( J$ Million)  

Impact of 

Expenditure 
(J$ Million)  

Agriculture  49.11 96.15 

Mining & Quarrying 0.01 1.70 

Manufacture 10.80 111.64 

Electricity & Water 0.003 28.36 

Construction 0.14 12.50 

Wholesale & Retail Trade 134.35 229.00 

Hotel and restaurant services 53.17 107.08 

Transport, Storage & Communication 1.27 65.63 

Financial intermediation and insurance services 0.06 27.02 

Real Estate & Business Services 0.62 46.01 

Government services 0.31 5.89 

Other Services 0.00 12.55 

Other community, social and personal services 0.15 32.18 

Value Added 0.00 390.83 

Total 250.00 1166.55 
                    Source: Compiled by the PIOJ 
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Appendix 2C 

 

Methodology of the Growth-Impact Analysis 

 

1.0 The impact analysis of the short-term measures within the Growth-Inducement 

Strategy was primarily based on applying an Input-Output (I-O) model to analyze the 

economic effects of implementation of a selected list of projects.  

 

1.2 The I-O model used is based on the 2000 Input-Output table of the Jamaican 

economy.
4
  It was closed with respect to the household sector. This allowed for 

measuring, at the detailed industry level, the projected direct, indirect and induced output 

effects of each project.  Employment multipliers derived from the I-O Model were used 

to estimate the impact on employment.  Bearing in mind that I-O based multipliers may, 

for various reasons, be lower than those obtained through time series estimates of 

expenditure multipliers, an alternative crude estimate of an output multiplier for the 

overall economy was also estimated using data relating to the change in GDP per dollar 

change in government expenditure.
5
  The results of both methods are presented in 

measuring the overall impact of each project on the economy.
6
  We interpret the I-O 

based estimates as providing a lower bound for the economic impacts while the 

aggregate multiplier is viewed as providing an upper bound. 

 

1.3 The main assumptions used in isolating the final demand injections arising from 

each type of project were as follows: 

 

¶ For the NWA public works projects, the injection was primarily modelled as an 

increase in investment demand for the output of the mining and quarrying sector, 

given the large share of expenditures devoted to local materials such as 

aggregates, bitumen, etc. 

¶ For the RADA farm-road rehabilitation projects, the injection was modelled as an 

increase in investment demand distributed according to existing sectoral 

distribution of investment. 

¶ For the CRP projects, a distinction was made between infrastructure-related 

projects and ñsocial workò projects. The infrastructure components were treated 

in the same way as the RADA projects above, while the social work components 

                                                 
4
  The Input-Output Table is best used to determine short-term impact effects for up to five years after its construction 

because underlying changes in the structure of the economy, over a longer term, are likely to alter the estimated 

coefficients. The 2000 I-O Table used here is based on the economic structure of 10 years ago.  It is, therefore, likely to 

have reduced accuracy, by how much and in which direction are not known a priori.  Improved measures must await 

updating of the I-O table.  Meanwhile, these estimates serve as a useful benchmark, better surely than wild guesses or 

back-of-the-envelope calculations. 
5
  The crude output multiplier was measured by change in expenditure divided by change in GDP for 7 years, 2003 to 

2010.  A trimmed mean was then used as the multiplier. 
6
  The value added multipliers produced by the I-O analysis are usually underestimated as some of the spillover effects 

are not captured, depending on how the model is closed with respect to final demand. Conversely, the output 

multipliers for the overall economy are generally high and over-stated. This the PIOJ has learned from past experience 

of assessing the impact of construction of the Highway 2000 Project. The approach taken in the present work is to use 

both methods to provide a range for the expected gain in value from the projects. 
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were modelled as an increase in Government consumption demand for social and 

community development services. 

¶ DBJ funding for MSMEs was modelled as an increase in investment channelled to 

the sectors indicated by the DBJ as accounting for the composition of approved 

but undisbursed funding.  

 

1.4 There are several caveats to bear in mind: 

 

(1) The I-O based estimate of GDP impact captures mainly the impact of the 

construction phase of the infrastructure-related projects.  It is to be noted 

that after construction, these infrastructure projects would be expected to 

have additional productivity-enhancing effects due to increase in the 

quantity and quality of the stock of public infrastructure. This is especially 

true for the RADA farm-road projects. 

(2) While the I-O model is closed with respect to the household sector, 

thereby capturing important secondary effects through induced household 

consumption spending, the I-O framework still may not capture all the 

induced demand spill-overs. 

(3) The GDP impact relates to the first year impact of these programmess, 

assuming a given production structure and inter-industry relationships. 

Permanent effects on growth would necessitate the implementation of 

other policy interventions which reinforce the credibility and sustainability 

of the overall economic programme.  
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Chapter 3 

________________ 

 

From the IMF Programme to Private-Sector-Led Growth  

within Vision 2030 Jamaica 7 
 

Dr. Gladstone Hutchinson 

Director General, PIOJ 

 

 

ñThe private sector is where much of our focus is going to have to be to meet the 

overarching challenge of é human development.  Growth, jobs and opportunity belong 

there [and] not in the gift of governmentò.   Mark Malloch Brown, Administrator, UNDP 

 

 

1.0   Introduction  

 

To grow a developing economy through a reduction in Governmentôs fiscal intervention 

is tricky business.  Add to it the layers of complication brought on by a deep world 

recession and the internal misalignment of economic resources and history of sub-optimal 

public policy in Jamaica, and we are left with the narrowest and messiest of paths to 

success. Yet it is abundantly clear that this transformation is doable.  

 

My argument is that this success rests squarely on whether you the private sector can 

discover resilience, robustness and elasticity in entrepreneurship and business 

development.  

 

The fact is that state-dominated and directed management of economic resources as a 

paradigm for progress in economic and social well-being is largely discredited.  It is and 

was always a bad idea.  Globalization and technological progress and their demands that 

modern economies be agile, responsive and knowledge-based, are furthering the demise 

of this idea.  

 
I need not do any telling to this group about the most basic of necessary conditions 

underlying our new economic paradigm and reform effort.  If markets, and you the 

private sector, are not fully convinced that our country is irreversibly committed to this 

new private sector led economic paradigm, then the transformation will be a failure. In 

my presentation, I will discuss the evidence on this very point, and its implications. 

 

                                                 
7 Copy edited and re-formatted text of Presentation to The Chairmanôs Club Forum - Private Sector 

Organization of Jamaica, September 28, 2010. 
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2.0   Vision 2030 Jamaica 

 

Before delving into economic analytics, I would like to briefly engage us in why we 

should. As you recall, beginning in mid-2000 under the PNP administration and 

subsequently embraced, supported, and launched in 2007 under the current JLP 

administration, Vision 2030 Jamaica ï National Development Plan is a product of 

comprehensive national discussions with stakeholders across political, religious, 

business, government, non-government and civil society divide. It conciliates our 

aspirations as a nation around four realistic national goals that integrate economic, social, 

cultural and environmental dimensions. These are: 

 

1. To empower Jamaicans to achieve their fullest potential 

2. To make the Jamaican society secure, cohesive and just 

3. To make the Jamaican economy prosperous 

4. To make the Jamaican natural environment healthy. 

 

 

Figure 3.1  National Goals 
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On the basis of these national goals, the PIOJ has developed a dashboard of national 

indicators and targets to serve as a metric of our progress on Vision 2030 Jamaica.  

 

 

Table 3.1.  Vision 2030 Jamaica ï National Development Plan 

Dashboard of National Indicators  

(a) Represents benchmarking to global average rate. 
Note: Moving 3-year averages used for economic indicators. 

Source: Compiled by the PIOJ 

Main 

Reporting 

Area 

Key Indicators 
Past Present Future 

1995 2009 2015 2030 

 1. Health Status Life Expectancy (Years) 71.3 

(Avg. 1989 -

1991) 

72.7 

(Avg. 2006 -

2008) 

73.4 76.4 

 2. Education Status Adult Literacy Rate (%) 75.4 86.8 Ó 91.6 Ó 98.3 

Gross Enrolment ï 

Tertiary Level (%) 

9.5 30.8 35-45 

(Provisional) 

50-70 

(Provisional) 

Results in CSEC (% passing 5 

subjects or more) 

15.9 

(1998) 

35.9 40-50 

(Provisional) 

60-80 

(Provisional) 

 3. Labour Force  

     Quality 

Labour Force Certification 

(% of Labour Force) 

9.4 20.1 60.0 90.0 

 4. Security Status Major Crime Rate/100,000 

Population 

616 438 182 43 

Murder Rate/100,000 

Population 

31 62 42 

 

10 (a) 

5.Justice Status Case Clearance Rate (%) 

(Resident Magistratesô Courts) 

97.8 80.1 95 

(Provisional) 

100 

(Provisional) 

6.Economic     

Growth 

Real GDP Growth Rate (%) 2.2 -0.8 5 5 

 
GDP per Capita (US$) 2,346 4,832 6,629 23,567 

7.  Employment Total Unemployment 

Rate (%) 

16.0 10.6 7.5 4-5 

8.Environmental 

Stewardship Status 

Environmental Performance 

Index 

74.7 

(2006) 

58 

(2010) 

Ó 82.2 Ó 85 
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3.0   May 2010 Security Event and Aftermath 

 

The clearest evidence of the countryôs need to pursue the goals of Vision 2030 Jamaica is 

the May 2010 security operations in West Kingston. The event exposed a malady of 

difficulties and challenges in the identified 100 vulnerable communities across the 

country. A Community Renewal Programme is being developed to address 

comprehensively the exposed social problems, in particular, crime and violence, and 

attendant issues such as illiteracy, anti-social behaviour, low self esteem, unemployment, 

poor housing, poor infrastructure, weak community governance and lack of coordination 

of social intervention programmes.  Thanks to you as a body, and your leadership in the 

persons of Mr. Joe Matalon and Mrs. Sandra Glasgow, the PSOJ has been a perfect 

partner in the PIOJôs efforts to develop and coordinate the Community Renewal 

Programme.  I am happy to report that significant progress has been made and we are 

well on our way to putting in place the framework to make a lasting difference in these 

communities.  

 

What is important for our discussion is that Goals One and Two of Vision 2030 Jamaica, 

which speak of our collective wants of a Jamaica that ñempowers each of us to achieve 

our fullest potential,ò and a Jamaica that is ñsecure, cohesive and just,ò are the 

inspirations for the CRP. These importantly are also the end goals of our economic 

growth and development ambition. 

  

I say without fear of contradiction, that neither the goals of Vision 2030 Jamaica, which 

require substantial wealth creation, nor our IMF Fiscal Consolidation Programme, is 

achievable without the transformation of our economy into a private sector led one.  

 

 

4.0   Current Fiscal Consolidation Programme 

 

We are all aware of the GOJ entering into a Stand-By Arrangement (SBA) with the IMF 

to help pull our economy back from the brink of collapse. Quantitative and qualitative 

fiscal consolidation and reform are at the core of this SBA programme.  Specifically, the 

Programme seeks to:  

¶ place the debt to GDP ratio on a downward trajectory  

¶ entrench fiscal accountability and discipline  

¶ significantly raise real GDP growth rates.  

 

The programme is growth inducing if it credibly reduces: 

Á government inefficiencies and distortions of economic resources 

Á the tax-price of the provision of government services  

Á the perverse incentives associated with government economic activism  

Á government crowding-out of the private sector through competition for resources  

and leads to a greater expansion in the private economy because of the rational perception 

that long-term permanent wealth and income will increase as a result.  This perception 

then encourages an increase in current expenditures and an expansion and growth in the 

economy. 
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This desirable outcome is boosted by the role fiscal consolidation plays in stabilizing the 

macro-economic environment through low inflation, stable exchange rate and low 

interest rate, while creating facilitative conditions for private investment.    

 

Hence, fiscal consolidation has to be perceived as credible if it is to signal to the private 

sector that the government will be smaller, more efficient and complementary, and 

provide services at a lower tax-price, and if it is to be foundational in economic 

expansion.  Its success rests exclusively on the emergence of a positive psychology and 

positive expectations by households, workers and firms in the economy.  Economic 

agents must be convinced that the fiscal consolidation programme is credible, i.e. 

properly rationalized and/or timely and/or sustainable and/or irreversible, for them to 

extend their rational expectations beyond the short term and imagine a rise in their 

permanent wealth and income.  

 

It is important to note here the result of failure. Under the failure scenario the economy 

would experience the predictable Keynesian response of a macroeconomic decline in 

economic activities and output and deflationary tendencies to fiscal consolidation. This 

Keynesian effect would be compounded by the shock of the global recession, and the 

structural rigidities clogging interest rate and price transmission mechanisms in the 

economy. 

 

5.0   The Evidence 

The Fiscal Consolidation Programme includes:  

¶ rationalization of the public sector 

¶ increase in taxes  

¶ Debt Exchange Programme (JDX) to lower interest expense and extend the 

maturity of government instruments 

¶ steps towards enactment of Fiscal Responsibility Laws. 

 

This Programme is aggressively pro-cyclical, and is being implemented at a time when 

the economy is in a recession, thus exacerbating the downturn and delaying the recovery. 

 

Our experience so far has included: 

Á decline in private sector demand for credit despite the lowering of nominal 

interest rates  

Á decline in the demand for the US dollar due to increased supply of foreign 

currency and noted fall of private sector demand 

Á decline in output in most industries resulting in increased unemployment 

levels and net private sector job losses of 86,600 since the official start of the 

recession in October 2008 

Á decline in household demand for credit. 

  

The Programme has been further challenged by the shocks of: 

¶ the longer than anticipated global recession 
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¶ the longer than anticipated global recession  

¶ the shrinking fiscal space due largely to unprogrammed expenditures associated 

with the May 2010 Security Operations in West Kingston
8
 

¶ the loss of wealth and liquidity in the private economy from the collapse of 

unregulated financial organisations (e.g. OLINT, Cash Plus), the impact of the 

JDX on interest revenues which led to the ending of GOJ low risk high return 

treasury bills. 

 

Additionally, the structural deficiencies in the economy including a high debt to GDP 

ratio have 

¶ prevented the GOJ from running a countercyclical policy to stimulate the 

economy during the recession 

¶ reduced the GOJôs discretionary expenditure (non-debt expenditure), thus limiting 

the governmentôs ability to spend on growth enhancing areas (education, 

infrastructure, security, etc). 
 

 6.0   Immobility of Capital I ssue 

 

The financial sector meltdown in the mid 1990s and the subsequent reform of the 

financial regulation, together with the GOJôs large appetite for debt financing, have led to 

a financial sector that is heavily dependent on government and that is relatively risk 

averse when lending to the productive sector
9
.  The current recessionary environment has 

seen an increase in the stock of bad debts, a further increase of the risk averseness of 

financial institutions and uncertainty about future prospects, and an increase in 

postponement by consumers and firms of their spending and investment decisions. 

 

                                                 
8 ECLAC estimates the fallout at $13 billion, while the Ministry of Industry and Investment estimates $18 billion. 
9 Access to financing was ranked fourth most problematic factor for doing business in Jamaica in the Global 

Competitiveness Report. 



 

 

35 

 

Figure 3.2  

 

 

 

Figure 3.3 
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Since the intensification of the impact of the global recession on the Jamaican economy, 

the stock of Loans & Advances to the Productive sector has tapered off indicating the 

general ówait and seeô approach adopted by the business sector in light of the uncertainty 

of the extent of future job cuts and its impact on aggregate demand. 

 

GROSS SAVINGS RATE 
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TOTAL EMPLOYED LABOUR FORCE
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Figure 3.4 

PRIVATE SECTOR EXPENDITURE IN CONSTANT 2003 PRICES
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Real value of the Private Sector expenditure has been declining since 2007. 

 

Figure 3.5 

Decline in the Employment Levels: Total Employed Labour Force amounted to 

1,087,900 persons in April 2010, down from a peak of 1,174,500 in October 2008. 

 

Comparing the latest employment figures (April 2010) to the last time growth was 

recorded in employment (October 2008) it is seen that a cumulative total of 86,600 jobs 

were lost. 
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Table 3.2.   Employed Labour Force by Industry Group, April 2004 ïOctober 2008 

Industries Apr -04 Oct-08 
Jobs 

Gained/Lost 

Agriculture, Hunting, Forestry & Fishing 196,200 223,600 27,400 

Education 48,800 72,200 23,400 

Real Estate, Renting & Business Activities 39,400 54,700 15,300 

Wholesale & Retail, Repair of Motor Vehicle, Cycle, 

Personal  & Household Goods 204,800 219,500 14,700 

Health & Social Work 23,900 33,600 9,700 

Public Administration & Defence; Compulsory Social 

Security 43,500 52,900 9,400 

Hotels & Restaurants Services 70,300 78,600 8,300 

Financial Intermediation 13,500 21,600 8,100 

Transport, Storage and Communication 76,500 84,200 7,700 

Other Community, Social and Personal Service 

Activities 53,400 58,400 5,000 

Mining & Quarrying 5,500 9,300 3,800 

Electricity, Gas and Water Supply 6,500 9,100 2,600 

Construction and Installation 105,300 105,700 400 

Industry Not Specified (Incl. Extra-Territorial Bodies) 6,700 6,400 -300 

Manufacturing 86,100 81,100 -5,000 

Private Households with Employed Persons 74,200 63,600 -10,600 

Total Employed Labour Force 1,054,600 1,174,500 119,900 
       Source: Statistical Institute of Jamaica 

Table 3.3.   Employed Labour Force by Industry Group, October 2008 - April 2010 

Industries 
October 

2008 

April 

2010 

Jobs 

Gained/Lost 

Wholesale & Retail, Repair of Motor Vehicle, Cycle, Personal  

& Household Goods 

219,500 205,000 -14,500 

Construction and Installation 105,700 92,900 -12,800 

Transport, Storage and Communication 84,200 72,000 -12,200 

Health & Social Work 33,600 22,500 -11,100 

Other Community, Social and Personal Service Activities 58,400 49,200 -9,200 

Mining & Quarrying 9,300 3,000 -6,300 

Education 72,200 66,500 -5,700 

Manufacturing 81,100 76,000 -5,100 

Private Households with Employed Persons 63,600 59,400 -4,200 

Electricity, Gas and Water Supply 9,100 6,600 -2,500 

Real Estate, Renting & Business Activities 54,700 52,200 -2,500 

Industry Not Specified (Incl. Extra-Territorial Bodies) 6,400 4,200 -2,200 

Public Administration & Defence; Compulsory Social Security 52,900 51,100 -1,800 

Hotels & Restaurants Services 78,600 79,000 400 

Agriculture, Hunting, Forestry & Fishing 223,600 224,500 900 

Financial Intermediation 21,600 23,800 2,200 

Total Employed Labour Force 1,174,500 1,087,900 -86,600 
   Source: Statistical Institute of Jamaica 
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Three industries recorded increases in employment over the period - Agriculture, Forestry 

& Fishing, Hotels & Restaurants Services, and Finance & Insurance Industries.   

 

 
7.0   Danger of Public Sector Growth 

 

Against the background of the dispirited economic performance evidenced above, the 

private sector must understand and appreciate that, when the public sector grows faster 

than the national economy and the private sector, it diminishes our ability to modernize 

and robustly grow our economy, and more importantly, robs us of our personal and 

collective development, well-being and freedom of ambitions. 

 

Such a situation ultimately erodes our ability to exercise agency in the pursuit of our 

preferences ï just read the wailing over the constrictions of the multi-lateral programmes 

ð and is an important source of un-freedoms.  It therefore amounts to public ñbads,ò 

because of its inescapability despite our best private efforts to abate its negative 

consequences. A second-rate education system, poor health-care, high levels of 

criminality and crime, corruption, and business enterprises with outmoded and 

uncompetitive structures of production come immediately to mind as examples of how 

government failures can inflict an economy with public ñbads.ò   

 

These public ñbadsò contribute to the creation of two Jamaicas with no transitivity of 

fairness and opportunity of justice between them.  Public ñbadsò are also complex 

because they are collectively consumed and require our collective effort to negate their 

societal harm.  Since transitive fairness and justice, broad-based opportunities, equity and 

a ñgood economyò are all accepted as ñpublic goods,ò so too then should the collective 

aspirations of Vision 2030 Jamaica for all the reasons just discussed.  

 

 

8.0   Governmentôs Role in Private Sector led Growth 

 

In an August 1997 PSOJ Investment Policy Paper, your members endorsed the findings 

that micro-economic incentives like industry-specific tax incentives and subsidies were of 

secondary importance to the abatement of macro-economic and infrastructural constraints 

in the modernization, revitalization and growth of the economy. This point has been 

made by the World Bank and by a slew of researchers. I appreciate that these incentives 

can influence business decisions at the margin, and that they are often sought to 

compensate for how the poor macro-environment taxes firms and industries into 

uncompetitiveness; at other times, to match tax incentives and subsidies being granted to 

competing industries overseas; sometimes to assist in the modernization of domestic 

industries or to grow new ones; and sometimes for pure economic rent.  Whatever the 

reason, aside from their unaffordability and the perverse incentives they create, they 

represent a losing and irrational proposition for our debt-ridden and public capital-starved 

economy.  Micro-incentives should never be used as a compensating factor for 

government failure to adequately address critical macro-economic and infrastructural 

impediments to economic growth.  
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The fact of the matter is that the biggest incentive for growth, and one that has no sunset 

provision, is for Government to commission itself to the efficient production of its core 

functions.  This best minimizes the transactions cost of private-sector business activities 

and is growth inducing.  

 

As Professor Donald Harris has elegantly showed in a recent study on the Jamaican 

economy, fiscal consolidation aimed at dealing with the prevailing chronic state of fiscal 

imbalance is probably the most important of early steps in this important process.  

  

Having declared this, I would be foolish to ignore the large body of international 

evidence that, and I quote from a May of this year study by the World Bank,  

 

ñshows that while activist government economic policies in 

developing countries have historically failed to achieve their stated 

objectives, in all successful economies the state has always played 

an important role in facilitating structural change and helping the 

private sector sustain it across time.ò  

 

So the issue is as much about the quality of government participation in the economy as it 

is about its size.  

 

Therefore, once the ñpublic goodò of government efficiently producing its core functions 

and having budgetary practices that assure the public of transparency guarantee is 

adequately addressed, the issue then becomes: how government can rationalize its 

selective support for modern economic growth and development. The general view, 

based on continuously updated empirical international evidence, is that growth-friendly 

government policies beyond core activities is focused on addressing market imperfections 

that arise because of the collective consumption and productive nature of activities that 

are often essential to industry modernization and dynamic competitiveness.  

 

Translating, successful government interventions under globalization and rapid 

technological change occur in situations where the policies are aimed at facilitating 

private agents in industrial upgrading and diversification of industry, and in exploiting 

market opportunities. They are aimed at assisting industries overcome information and 

coordination problems, including better matching risk-bearing capacity to access to 

financing and coordinating access to new markets, addressing externality/spillover 

effects, and improving industry soft and hard infrastructure, including modernizing 

property.  

 

Note, they donôt take equity share in firms or industry, nor engage in risk diversification, 

grant credit or return on investment (ROI) guarantees, offer pricing subsidies through 

tariff or non-tariff barriers, etc.  Instead, their focus is on increasing the technical 

efficiency and competitiveness of firms and industries.  
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9.0   Proposals for Growth-Stimulus Initiatives  

 

Within this context, the Economic Competitiveness Unit at the PIOJ has identified a 

couple of areas that could bear immediate fruits in terms of the revitalization of economic 

activities and sustainable growth in the economy.          

 

First and foremost, it is the PIOJôs judgment that the biggest growth and development 

ROI for public expenditures and effort are in the areas of:  

¶ Fiscal consolidation 

¶ Crime and violence reduction and community revitalization. 

 

Fiscal consolidation greatly reduces the chronic uncertainty over the impact of public 

finances on the private economy. If the consolidation is smartly rationalized and 

executed, it will have immediate growth-enhancing influences.  

 

Crime and violence are cited as the number one reason hindering business activities in 

Jamaica and may cost the economy between 5% -7% in output growth yearly.  The 

Community Renewal Programme could serve as a dual stimulant to the economy by, on 

the supply side, reducing security and extortion costs to firms, and facilitating a 

lengthening in the use of their capital base (i.e. run second and third shifts), and on the 

demand side, increasing aggregate demand through its shovel-ready infrastructure 

projects.  

    

 

Beyond these two recommendations, government should also study the following 

initiatives:  

 

(1)  Incentives for the Short Term 

 

¶ Tradable Tax Credits for start-ups in emerging industries and capital market funding 

 

¶ Tax break for companies employing new workers, which would be capped at a pre-

specified amount.  A fraction of incremental revenue due to GOJ would be utilized to 

fund this initiative. 
 

¶ Business Incubator Network  ï  Access to affordable rent (e.g.  Downtown Kingston), 

shared internet, shared corporate services with technical oversight provided  

(GOJ/IDP funding). 

 

¶ Organic and Greenhouse Farming - using Constituency Development Funds and IDP 

Grants. 
 

¶ Web-based employment bank, which matches persons on the basis of skill-sets and 

not previous positions held (GOJ). 
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(2)  Incentives for Short to Medium term 

 

¶ Establishment of a Real Estate Investment Trust for all Crown Lands (Capital 

Market). 

 

(3)  Incentives for the Medium Term 

 

¶ Abolition of Estate Duty ï Needed to give the necessary fillip to the real estate 

market which remains dormant as beneficiaries are unwilling to apply for letters of 

probate for fear of losing the bequeathed asset totally. Initial fallout in revenue will be 

covered by an exponential increase in second sales. This is already being treated in 

part under the Special Provisions Act which governs LAMP communities.  Likely to 

be substantially revenue positive in the short to medium term. 

 

¶ Give Local Authorities (parish councils, KSAC) the latitude to vary property tax and 

other local rates and charges in an effort to attract new business activity. This would 

create competition, a natural tax reduction for firms, and an expanded tax base for 

local government.  It would also de-Kingstonize the economic base of the economy 

and open up new markets for housing and land. Coupled with the earlier suggestion 

for creation of a Real Estate Investment Trust and the abolition of Estate Duty, the 

regional real estate market would have new reasons to experience a boom in 

activities.   
 

¶ Secured Transactions ï Collateral reform ï funded by IDPs. This would allow 

borrowers to pledge movable property as security for a loan in a manner that removes 

ambiguity regarding the property that has been pledged, gives lenders the right to 

repossess these assets speedily in the event of payment default.  Fast-tracking the 

implementation of this recommendation should result in reduced interest rates, lower 

transaction costs and increased access to finance for the 35 per cent of business 

persons currently marginalized by the financial system. 
 

(4)   Medium-Long Term 

 

¶ Strengthen Business Clusters that are organically developing.  Foster the organic 

development of clusters of economic enterprises and industries that share value-chain 

linkages and benefit from proximity to each other.  These linkages may be at the 

national level, or at the level of specific regions of Jamaica, where we can already see 

such clusters emerging, for example, in the development of linkages between farmers 

and hotels in resort areas on the North Coast, or between farmers and food processing 

facilities in our agricultural heartlands, or between transport infrastructure and 

logistics and manufacturing zones on the South Coast. These and other examples all 

offer the opportunity for a proactive and agile public sector to provide supporting 

conditions through integrated spatial and land use planning, provision of adequate and 
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targeted economic and social infrastructure, improvements to the business 

environment and labour markets, and other interventions. 
 

¶ Regional development - The benefits of a strategy of regional development are many, 

including provision of sustainable livelihoods on a balanced geographic basis, and 

reduction in rural to urban drift.  Most importantly, such a strategy will contribute to 

an expansion of the sphere of freedoms enjoyed by our citizens, who will be better 

able to make choices based on economic benefits and lifestyle preferences, and ñvote 

with their feetò to relocate in geographically diverse manners for their long-term 

wellbeing and economic development aspirations. The suggestion to give Local 

Authorities (parish councils, KSAC) the latitude to vary property tax and other local 

rates and charges in an effort to attract new business activity is the perfect 

complement to any regional development initiative.  

 

¶ Tax reform aimed at a general lowering and broadening of the base and simplifying 

taxes to better promote equity, fairness and economic growth, industry 

competitiveness, and broad-based development. According to existing studies, the 

complex system of tax incentives distorts the use of economic resources and is a 

major source of the misallocation of resources and inefficiency across industries.  The 

tax system encourages ñenclaveô development which has minimal linkages with the 

rest of the economy and directs investments flow to industries isolated from the 

violence which affects the other areas of the economy.  This results in investment 

concentrating in areas such as All Inclusive Resorts, Mining & Quarrying and Export 

Free Zones.  According to the 2004 Final Report of the Tax Policy Committee, 

ñgovernment has significantly narrowed its tax base through its granting of a wide 

range of preferential treatments,ò and ñJamaica appears to be caught up in a culture of 

non-compliance (catch me if you can) and a path of finding the path of least 

resistance on the administrative side (I will catch who I can).ò     

 

These are just some of the ways in which the government could assist in removing 

constraints to growth in the private sector and the economy. 

 

 
10.0   Conclusion 

 

Our economy is at an important juncture, if not at a tipping point in its development.  It 

has taken important strides to transform itself into a private sector led economy, but for a 

variety of reasons the private sector and private economy have contracted even more 

rapidly than the public sector over the past few years. Hence, the freed-up financial 

capital assets and the displaced human and physical capital assets expected under the 

rationalization of the public sector, are not being absorbed into an expanding private 

sector and expanding macro-economy. The potential economic dislocations from this is a 

recipe for a retreat to a state-directed economy, which over the past 30 years has proved 

unsuccessful in advancing our national well-being and development aspirations in any 

notable way.  
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It is clear to us at the PIOJ that crime reduction, the renewal of vulnerable communities 

across the island, and fiscal consolidation, form the essential platform for economic 

revitalization and broad-based growth and development. They are essential modern 

public goods, not modern public sector goods.  This distinction is important because 

public goods and public bads are inescapable, are collectively consumed, and require 

collective production for their efficient contribution to national development.  

 

This is where the private sector needs to step up a bit.  Too often the discussions about 

economic reform are dominated by the illogical ideology of good private sector and bad 

government. There is no robust empirical validation of this position internationally 

anywhere. In fact, in my own study of privatization and economic efficiency, which has 

since been selected as among the top 50 works worldwide over time in public policy on 

the topic, I prove that the environment within which an enterprise operates is far more 

important to its efficient performance than whether it is a public versus private firm. And 

frankly, since the classic necessary conditions for firm efficiency do not exist in Jamaica 

ï i.e. simultaneous capital market and goods market competition - there is good reason to 

believe, and frankly sufficient evidence of the fact, that private firms are not necessarily 

systemically efficient in Jamaica.   

 

Fiscal consolidation and public sector rationalization will benefit our economy by 

reducing the misallocation of economic resources, lowering the cost of capital and tax-

price of government, crowding in the private sector and private economy, and raising 

household wealth and workers permanent income. These achievements combine to 

create a most important public good. 

 

So too are the economy-wide and collective benefits of crime reduction, community 

renewal, tax reform, and broad-based development. These reflect the conciliant 

aspirational goals of Jamaicans and are reflected in Vision 2030 Jamaica.  As a result, 

the pursuit and achievement of Vision 2030 Jamaica, whose national vision statement is 

ñJamaica, the place of choice to live, work, raise families, and do businessò is a critical 

national public good that all of us, including the private sector, must invest in and 

collectively produce if Jamaica is to achieve its fullest potential.  

 

The private sectorôs response to the fiscal consolidation effort has been insubstantial to 

date and I should use this occasion to remind you that entrepreneurship and private 

sector development are much like surfing: no risk-taking, no reward, and staying on the 

beach, while safe, never gives you worthwhile returns.  

 

While the government has its role in creating the ñpublic goodò of a sound macro-

economy and an enabling business environment, so too the private sector has a role to 

play in creating  broad-based growth and development by:  

  

¶ engaging in activities that build productivity and innovation in industries, instead 

of behaviour that seeks to secure preferential treatment for one group at the 

expense of others  
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¶ partnering with government to discover, develop and take advantage of new 

sources of competitive advantage in domestic, regional and global markets 

 

¶ supporting, and indeed leading, efforts to ensure good governance, transparency 

and accountability at all levels ï the company, the community and the country. 

 

I thank you for this opportunity to share my analytical and heart-felt perspectives and 

aspirations and faith about our possibilities as a country. I represent all my colleagues at 

the PIOJ whose daily actions reflect their sincere belief in our countryôs bright future. My 

discussion today reflects the collective views of my colleagues and myself and I hope it 

represents part of the public good of government.  We pledge to work tirelessly in 

partnership with you to pursue these important ends.  
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Chapter 4 
_________________ 

 

Alignment of the Growth-Inducement Strategy with  

Vision 2030 Jamaica ï National Development Plan 10
 

 

 

1.0   Vision 2030 Jamaica 

 

Vision 2030 Jamaica - National Development Plan is the countryôs long-term strategic 

plan.  It provides a comprehensive planning framework in which the economic, social, 

environmental and governance aspects of national development are integrated. The Plan 

is based on the vision of Jamaica as ñthe place of choice to live, work, raise families, and 

do businessò and is expected to put Jamaica in a position to achieve developed country 

status by 2030. 

 

The Plan is built on four strategic goals for national development. Operationally, the four 

National Goals are mapped into 15 National Outcomes, which in turn will be pursued 

through National Strategies, and ultimately through actions, programmes and projects at 

the sector and organizational levels. These are implemented through the plans and 

budgets of public sector ministries and agencies, as well as through the plans and projects 

of private-sector companies, civil society organizations and the programmes of 

International Development Partners (IDPs).   

 

The four National Goals and 15 National Outcomes are indicated in Table 4.1. 

  

 

2.0    Medium Term Socio-Economic Policy Framework (MTF)  
 

The Medium Term Socio-Economic Policy Framework (MTF) 2009-2012 represents 

the first phase of implementation towards the longer-term goals contained in the Plan.  It 

outlines the priority national outcomes, strategies, actions and targets for the three-year 

period FY2009/10 ï 2011/12.  

 

The MTF targets an annual growth rate of real Gross Domestic Product equal to 3% from 

FY2011/2012 to FY2013/2014.  However, recognition of the impact on Jamaica of the 

prolonged downturn in the global economy, and particularly in key export markets for 

Jamaica including bauxite and alumina and tourism travel, as well as the reduced 

prospects for access to global capital markets and foreign direct investment, has led to 

revisions in a number of key macroeconomic targets over the period 2011-2014. For 

example, under the Stand-By Arrangement with the International Monetary Fund, which 

Jamaica entered into in February 2010, the annual growth target has been revised 

downward to 1.9% for FY2011/2012 and FY2012/2013 and 2.0% for FY2013/2014. 

 

                                                 
10

 In consultation with the Plan Development Unit, PIOJ. 
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3.0   Growth Inducement Strategy 

 

The Growth-Inducement Strategy identifies measures designed to increase the rate of 

economic growth in the short and medium-term.  These measures are closely aligned with 

the priority outcomes, strategies and actions contained in the MTF.  Table 4.2 identifies 

specific features of the alignment of the MTF in relation to each component of the 

Growth-Inducement Strategy. 

 

This close alignment demonstrates that the Growth-Inducement Strategy is fully 

consistent with the long-term strategic plan for development of the country.  Therefore, 

its proposed measures will not only address the imperative for increased economic 

growth rates in the short to medium term, but will also contribute to the achievement of 

the medium and long-term goals and outcomes of Vision 2030 Jamaica.  It also 

demonstrates the dynamism and relevance of the strategic planning framework provided 

by Vision 2030 Jamaica. 

 

 

                         Table 4.1.   National Outcomes Linked to National Goals 

 

National Goals National Outcomes 

1. Jamaicans are Empowered to 

Achieve their Fullest Potential 

1. A Healthy and Stable Population 

2. World-Class Education and Training  

3. Effective Social Protection 

4. Authentic and Transformational Culture  

2. The Jamaican Society is 

Secure, Cohesive and Just 

5. Security and Safety  

6. Effective Governance 

3. Jamaicaôs Economy is 

Prosperous 

7. A Stable Macroeconomy   

8. An Enabling Business Environment  

9. Strong Economic Infrastructure  

10. Energy Security and Efficiency  

11. A Technology-Enabled Society  

12. Internationally Competitive Industry Structures  

¶ Agriculture  

¶ Manufacturing  

¶ Mining and Quarrying  

¶ Construction  

¶ Creative Industries  

¶ Sport  

¶ Information and Communications 

Technology  

¶ Services  

¶ Tourism 

4. Jamaica has a Healthy Natural 

Environment 

13. Sustainable  Management  and Use of 

Environmental and Natural Resources  

14. Hazard Risk Reduction and Adaptation to 

Climate Change 

15. Sustainable Urban and Rural Development 
              Source: PIOJ 
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Table 4.2.  Alignment of Growth-Inducement Strategy Components with Vision 2030 Jamaica 

 
 

Growth-Inducement Strategy 

 

Alignment with Vision 2030 Jamaica - MTF  

Strategic Focus Agenda National Outcome National Strategies 
Priority Sector Strategies / 

Actions for Years 1-3 

1. Social Inclusion 

Community Renewal Programme (CRP); 100 targeted 

communities throughout Jamaica 

Security and Safety Strengthen the capacity of 

communities to participate in 

creating a safe and secure 

society 

 

Improve the implementation of 

targeted community interventions 

2.Asset Mobilization Asset Class Agenda Item 
   

 Financial Loan portability An Enabling Business 

Environment 

Increase access to capital Develop and implement measures 

for expansion of the domestic 

capital market 
Secured transactions 

Jamaica Mortgage Bank 

Credit Bureau Institute credit bureaus to facilitate 

and fast track access to capital 

Real Property 

(land) 

Land registration and title An Enabling Business 

Environment 

Ensure a facilitating policy, 

regulatory and institutional 

framework for business 

development 

Improve processes related to land 

ownership, titling and transfer Probate & land transfer 

Real Estate Investment Trust 

Government 

Property 

Sugar industry privatization A Stable Macroeconomy Ensure fiscal and debt 

sustainability 

Undertake divestment of non-core 

GoJ assets Jamalco divestment 

3. Competitiveness Programme  Agenda Item    

 Tax Policy Reform Tariff structure review A Stable Macroeconomy Develop an efficient and 

equitable tax system 

Undertake fundamental tax reform 

to increase efficiency, simplicity and 

equity of the tax system 
Tax waiver reform 

Consolidate statutory deductions Improve and rationalize tax 

administration and payment 

processes 

Energy National Energy Policy Action 

Plan 

Energy Security and 

Efficiency 

Diversify the energy supply Finalize and promulgate the new 

Energy Policy 

Net metering/net billing Ensure appropriate integrated policy 

framework, legislative and 

institutional framework for the 

energy sector  
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Growth-Inducement Strategy 

 

Alignment with Vision 2030 Jamaica - MTF  

Strategic Focus Agenda National Outcome National Strategies 
Priority Sector Strategies / 

Actions for Years 1-3 
Manufacture Industry Modernization Program; 

factory space; GOJ procurement 

Internationally 

Competitive Industry 

Structures 

Develop company 

sophistication and productivity 

Develop the capacity of local 

companies in process, materials and 

energy efficiencies 

Agriculture Diversify, modernize traditional 

farming; PMOs; greenhouses 

Develop a diversified range of 

agricultural production including 

higher value-added production 

Exports NES - Implementation Plan Develop and implement the National 

Export Strategy 

Human Resources Training, certification World-Class Education 

and Training 

Expand mechanisms to provide 

access to education and training 

for all including unattached 

youth 

 

Increase the use of technology-

driven training programmes 

4.  Business 

Networks 

Sector Agenda Item    

 Tourism & other 

services 

Health/medical/heritage tourism Internationally 

Competitive Industry 

Structures 

Develop economic linkages 

and clusters 

Develop new tourism market 

segments 

Sports Promote Jamaica as a sports tourism 

destination 

Entertainment, crafts, food, 

attractions 

Increase opportunities for products 

and services in the creative 

industries 

ICT  Regional ICT centers  Expand ICT-focused business parks 

for major service providers 

Government   Public sector procurement    

Logistics Hub Logistics infrastructure initial 

phase 

Strong Economic 

Infrastructure 

Develop Jamaica as a regional 

logistics hub with multimodal 

transport linkages 

Coordinate and rationalize plans for 

logistics facilities at Port of 

Kingston, Vernamfield and 

Caymanas 

MSMEs Capacity building; 5-yr tax 

holiday 

An Enabling Business 

Environment 

 

 

 

 

 

Develop the capabilities of 

micro, small and medium-sized 

enterprises 

Provide training and capacity 

development for MSMEs 
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Growth-Inducement Strategy 

 

Alignment with Vision 2030 Jamaica - MTF  

Strategic Focus Agenda National Outcome National Strategies 
Priority Sector Strategies / 

Actions for Years 1-3 

5.Built Environment  Sector Agenda Item    

 Infrastructure Jamaica Development 

Infrastructure Program 

Strong Economic 

Infrastructure 

Expand and rationalize land 

transport infrastructure and 

services 

Improve and rationalize the road 

transport infrastructure 

Negril Beach Restoration    

Housing Various projects, island-wide    

6.  Urban-Regional 

Development 
Programme Agenda Item 

   

 Community 

Renewal Program 

100 targeted communities Security and Safety Strengthen the capacity of 

communities to participate in 

creating a safe and secure 

society 

Improve the implementation of 

targeted community interventions 

Development 

Projects 

Downtown Kingston 

Redevelopment 

West Kingston Commercial 

Lifestyles Center 

Port of Falmouth  Strong Economic 

Infrastructure 

Expand and diversify maritime 

infrastructure and services 

Facilitate the smooth development 

of strategic maritime infrastructure 

for cargo and passengers 

Montego Bay Convention Centre Internationally 

Competitive Industry 

Structures - Tourism 

 Develop Montego Bay Convention 

Centre 

7.  Governance Public Sector Transformation Effective Governance See Part IV.J See Part IV.J 

Source: Compiled by the PIOJ 
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Chapter 5 
________________ 

 

The Jamaican Economy - 

Economic Performance and Prospects 11 

 

 

1.0   Summary 
Economic performance during 2010 was characterized by the following positive 

developments: 

 

Á significant stabilization of fiscal and debt dynamics in the short-term, occasioned 

by the Jamaica Debt Exchange 

Á stability in foreign exchange markets, reflecting the impact of BOP and budget 

financing from multilateral financial institutions in support of an IMF SBA, and 

central bank management of liquidity in line with monetary and fiscal targets 

under the GOJôs economic programme  

Á low and declining interest rates on GOJ benchmark instruments, which influenced 

a lagged and much smaller adjustment in bank lending rates.  

However, notwithstanding these positive developments, economic growth was depressed 

and performed worse than initially projected in the second half of the year (current 

projection for 2
nd

 half of 2010 is a decline of -0.8%, down from initial projection of -

0.2%).12  PIOJ also projects a rise in poverty levels from 16.5 per cent in 2009 to within a 

range of 18.5 per cent and 20.3 per cent in 2010.   

 

These projections reflect, among other things, the negative effects of:  

 

¶ weak aggregate demand occasioned by: (a) fiscal stabilization measures (b) 

reduced external demand for exports of goods and services (reflecting the ñlong-

tailedò global recession)  

¶ exogenous shocks, such as the May 2010 civil disturbance and the extreme 

weather conditions in September and October 2010. 

In addition, production conditions continued to be negatively affected by long-standing 

structural constraints, including: 

 

¶ high cost of doing business (financing, taxes, etc.) 

¶ high levels of crime (notwithstanding a reduction in violent crimes during the 

latter half of 2010) 

¶ high energy costs  

                                                 
11

 In consultation with the Economic Policy Research Division, PIOJ.  Data and analysis in this Chapter 

first presented on September 16, 2010. 
12

 Real GDP growth for 2010 is projected at -1.2 per cent.  
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¶ inadequate provision of public infrastructural services (both physical and non-

physical infrastructure) 

¶  inadequate stocks of human capital 

¶ continued weakness in the real sector, as evidenced by a decline in private credit 

and rise in non-performing loans, which are leading indicators of real-sector 

business confidence. 

Real GDP is projected to grow by 2.1 per cent in FY 2011/12 on the basis of favourable 

assumptions about production and demand conditions.  However, the continued negative 

impact of the above-mentioned structural weaknesses combined with the likely negative 

impact of higher commodity prices (particularly oil and grains), will weaken the 

likelihood of attaining the projected growth target.  

 

Current growth prospects are based on extremely fragile foundations and the PIOJ 

perceives most of the risks to its growth forecasts to be on the downside.  The fragility of 

growth is underpinned by the following down-side risks: 

 

Á uncertainty regarding the robustness of a nascent global recovery in output and 

trade 

Á a further weakening of domestic aggregate demand consequent on continued 

fiscal contraction, in an environment where private sector ñcrowding-inò has 

exhibited significant inertia  

Á further erosion of social capital under the conditions of: (a) a slower than 

projected decline in poverty rates, and (b) continued weak labour-market demand   

Á vulnerability to weather-related shocks  

Á continued low labour (and capital) productivity due to structural constraints 

previously highlighted. 

By retarding growth, these risks may threaten the sustainability of the current fiscal 

consolidation programme. In the absence of sustained growth, a fiscal consolidation 

programme would have to be supported by unsustainable cuts in public expenditures or 

additional revenue enhancement, the limits of which will be quickly reached.  Such 

additional expenditure cuts and/or additional tax or revenue enhancing measures would 

further compound the pro-cyclicality of the current fiscal consolidation programme.  

Experience in other emerging economies operating under IMF programmes of fiscal 

consolidation confirms this pro-cyclical tendency, which is further aggravated by the 

nature of the political cycle.  

 

There are current signs that these risks are real, for example, in the underperformance of 

certain categories of fiscal revenues (April - December 2010), in particular, PAYE and 

GCT (local) tax collections.  

 

Therefore, the need to reduce the economy-wide risks to the sustainability of the current 

fiscal consolidation strategy and to achieve a higher growth target compels an urgent re-

consideration of the medium-term macroeconomic policy agenda to focus on initiatives 

that achieve the following objectives: 
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Á provide a stimulus to aggregate demand, in the short-term 

Á enhance the resilience of the economy to shocks 

Á reduce or remove, over the medium term, critical structural constraints to long-

term growth  

Á improve the social inclusiveness of economic policies, which would include 

arresting and reversing the upward trend in poverty and addressing urban-rural 

imbalances. 

Of special note regarding the fragility of our growth projections, data on the impact of 

recent natural disasters highlights that, during the last decade, Jamaica has suffered from 

several natural disasters, with Hurricane Ivan being the most significant.  Combined, 

these disasters have cost the country approximately $114 billion or approximately 2.1 per 

cent of GDP annually (compare this to the optimistic baseline forecast of 2.1% real GDP 

growth for FY 2011/12). These extreme weather events have also contributed 

significantly to either undesirable budget imbalances or unplanned (and oftentimes, 

unproductive) cuts in expenditures to finance post-disaster rehabilitation.   

 

In light of these policy imperatives, the PIOJ is proposing adoption of a Growth-

Inducement Strategy focused on a mix of short and mediumïterm measures featuring: 

Á targeted infrastructure spending, which is intended to improve the resilience of the 

built environment, contribute to increased agricultural production especially 

through rebuilding and maintaining farm roads, generate an immediate injection 

of aggregate demand and income, and improve social inclusion in volatile and 

vulnerable communities 

 

Á a targeted and broad-based Community Renewal Programme, aimed at 

ameliorating crime and improving social cohesion in targeted communities   

 

Á a package of medium-term policy reforms, including tax reform, which address 

the removal of structural constraints and improve cost-competitiveness of the 

economy 

 

Á strengthening value chain linkages between tourism, agriculture, agro-processing, 

and local services. 

Early adoption and implementation of this Strategy is projected to provide significant 

immediate benefits beginning in 2011 in terms of the following key objectives: 

 

a. Job creation 

b. GDP growth 

c. Poverty reduction 
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2.0   Macroeconomic Assessment 

 
2.1   International Economy  

 

The international economy continued its recovery from the financial and economic crisis 

of 2008/09, as evidenced by an expansion in production and trade.   

 

For 2010, the global economy grew by an estimated 4.3 per cent.  Increased global 

economic activity was driven largely by Emerging Markets & Developing Countries 

which grew by 7.1 per cent.  Within this category, Developing Asia registered growth of 

9.4 per cent (China 10.5 per cent and India 9.7 per cent).  Developed Countries grew by 

an estimated 2.7 per cent. 

   

Despite improvements, further recovery was dampened by risks associated with high 

unemployment, subdued consumer demand in developed countries, and the European 

debt crisis.  The threat of contagion to the Euro area from the Greek and Irish debt crisis 

compelled the IMF and other European countries to establish bailout packages to the 

highly indebted countries along with the implementation of stringent fiscal measures. 

 

Table 5.1.   World Economic Growth Performance and Outlook: 

 2008 ï 2010 (per cent per annum) 

 2008 2009 2010p 

World Output  5.2 -0.6 4.3 

  Advanced Economies 2.7 -3.2 2.4 

    USA 2.0 -2.6 2.2 

    Euro Area 2.6 1.0 1.9 

    Japan 2.4 -0.3 1.9 

    UK 3.0 0.7 2.8 

    Canada 2.7 0.6 3.1 

Emerging & Developing Economies 8.3 6.3 7.0 

   Central & Eastern Europe 6.2 5.2 2.9 

   Commonwealth of  Independent States 8.6 6.0 3.3 

   Developing Asia 10.6 7.8 9.1 

     China  13.0 9.0 9.9 

     India 9.3 7.3 10.3 

  Latin America & the   Caribbean 5.7 4.6 5.0 

            p = projected 

            Source:  IMF World Economic Outlook, October 2010 
 

 
Movements in International Commodity Prices - 2010 

Rebounding from a major slump in 2008, commodity prices significantly recovered.  

Improved economic out-turns resulted in higher prices due to increased demand for fuels, 

crops and metals, particularly from emerging economies in Asia.   
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Table 5.2.   Percentage Change in World Bankôs Commodity Price Indices, 2008 ï 2010 

 2008 2009 2010 
Energy* 39.7 -37.3 26.5 

Non-Energy** 21.1 -21.6 26.5 

¶ Grains 49.0 -23.7 0.4 

¶ Metals & Minerals 3.7 -27.7 47.5 

              * The Energy index incorporates prices for coal, crude oil and natural gas. 
                     ** The Non-Energy index incorporates prices for agriculture, beverages, food, raw materials and fertilizers. 

                           Source: World Bank, Commodity Markets Review. 
 

 

Additional impetus for commodity prices resulted from: (i) increased investor confidence 

supported by the perception that the worst of the recession had passed; (ii) supply side 

shocks and production restraints; and (iii) severely cold winter weather.   Price volatility 

during 2010 was influenced by financial investors who, through the use of futures 

contracts as financial instruments, bid up prices according to prospects for future 

shortages and exchange rate movements.  

 

 
Table 5.3.   Selected Commodity Prices, Daily Movements, Half Year And Calendar Year Changes 

Commodity 
Daily Change Six Month 

Change (%) 

Calendar Year
 

 Change
 
(%) Units 31-Dec-09 30-Jun-10 31-Dec-10 

Aluminium   US$/mt 
2208.00 1928.00 2461.00 -12.7 11.5 

Crude Oil   US$/barrel 
77.56 74.70 89.84* -3.7 15.8 

Wheat                  US cents/bushel 
5.43 4.65 8.51 -14.4 56.7 

Rice (CBOT) US cents/bushel 
14.85 9.44 13.99 -36.4 -5.8 

Corn/Maize US cents/bushel 416.00 354.50 560.00 -14.7 34.6 
   *  Data available for December 30, 2010. 

    Source: Data compiled from LME, EIA, CBOT.                          
 

 
 Against this background, energy prices increased by 

approximately 26.5 per cent relative to a decline of 37.0 

per cent recorded in 2009.  Non-energy commodity 

prices also moved up by 26.5 per cent.  Reflecting the 

interplay between demand and supply factors, crude oil 

prices fluctuated, ending the year at US$89.84, 15.8 per 

cent above the price recorded a year ago.  Buoyant global 

demand was associated with increased industrial 

production, transportation and fuel for heating during 

severe winter weather.  Global oil demand reached a 

record high of 87.4 mbd during 2010, up 2.5 mbd relative 

to the previous year.  Higher fuel consumption emanated 

largely from Asia, most notably China, the worldôs largest energy consumer which 

increased its consumption by approximately 10.0 per cent, and North America with an 

approximate increase of 2.0 per cent.  However, the severe debt conditions in several 

Euro countries contributed to decreases in demand from this region.   
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Increased global oil consumption was facilitated by 

increased supply from non-OPEC producing countries.  

However, oil prices have been constrained by high levels 

of inventory and production restraints.  OPEC, which 

accounts for 40 per cent of global oil supply, maintained 

its production limitations enforced in 2008.  Also 

moderating the level of oil price increase was the steady 

increase in non-OPEC oil production, from countries 

such as Canada, Kazakhstan and Brazil13. 

 

In the first half of the calendar year 2010, grain prices 

declined in response to sufficient global supplies, amidst high levels of inventory and 

increased global production.  This trend was subsequently reversed as market conditions 

tightened within an environment of supply side threats resulting from the impact of 

severe drought conditions on output levels of wheat producing countries, such as Canada, 

and Eastern Europe.  In Russia, forest wildfires 

destroyed a significant percentage of the crop, leading 

the authorities to impose a ban on the export of grains 

until, 2011.  Consequent on these developments wheat 

prices spiked to a two-year high.  Subsequently, demand 

shifted to other grains such as corn, resulting in an 

increase in the price of these commodities.  Wheat 

prices ended the year at US$0.085/bushel (an increase 

of 56.7 per cent), corn prices ended at US$5.60/bushel 

(an increase of 34.6 per cent). However, rice prices 

ended lower, at US$0.1399/bushel, a 5.8 per cent 

decrease relative to the previous year.   

 

There was also a general increase in metal prices. The price of aluminium stood at 

US$2461/tonne, 11.5 per cent greater than the price quoted at the beginning of the year.  

The upward movement in these prices reflected improved industrial production and the 

associated increased demand for metals.   

 

 
2.2   Domestic Macroeconomic Performance 

 

Macroeconomic Policy 

Central Government budget for fiscal year (FY) 2010/11 was developed within the 

context of the Government of Jamaicaôs Medium-Term Economic Programme which had 

facilitated the International Monetary Fund (IMF) approval of a Stand-By Arrangement 

(SBA) for Jamaica in February 2010.  Revised Targets detailing Government's 

Memorandum of Economic and Financial Policies which accompanied the Letter of 

Intent to the IMF are indicated in Table 5.4. 

 

                                                 
13

 Non-OPEC oil supply averaged 52.8 mbd in 2010, up 1.5 mbd relative to 2009. 
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The GOJ highlighted five strategies that would be the focal point on which a competitive 

macroeconomic environment would be pursued. These were:  

¶ application of a strong, disciplined approach to fiscal and debt management 

¶ reform of the tax system to allow for improved efficiency and the creation of a 

business friendly environment 

¶ reduction of bureaucracy 

¶ achieving higher levels of local and foreign investment above levels that were 

attained in the past 5ï10 years 

¶ increased energy conservation and development of alternative energy sources. 

 

 
Table 5.4.   Jamaica: Medium Term Macro-Economic Targets 

 

Unit  2008/09 

2009/10 2010/11 

Actual 

Outcome 

Targets*  

     

Real GDP Growth Rates % -1.7 -2.5 0.6 

     

Inflation      

Annual (point-to-point) % 12.4 13.3 7.3 

     

Balance of Payments     

Current Account/GDP % -18.0 -9.4 -8.8 

Net International Reserves  US$ million 1,629 1,751.9 1,424 

Gross Reserves US$ million 1,664 2,414.4 2,151 

Gross Reserves in weeks of imports weeks 12.8 17.4 14.6 

     

Fiscal Accounts     

Fiscal Balance % -1.3 -10.9 -6.5 

Primary Balance % 4.8 6.5 7.0 

                Source:  Compiled by the PIOJ from data provided by BOJ, STATIN & MOFP. 

 

 

Fiscal Accounts 

For the period April ï November 2010, Central Government operations generated a fiscal 

deficit of $50,682.7 million, which was $15,199.3 million better than budgeted. The 

fiscal deficit for the period resulted from Revenue & Grants being $572.3 million higher 

than expected while spending was $15,199.3 million lower than planned. 

 

The higher than programmed Revenue & Grants was due to improved intake from Tax 

Revenue (up $1,727.5 million) and Non-Tax Revenue (up $618.0 million) which 

outweighed shortfalls by Bauxite Levy, Capital Revenue and Grants.  

 

Central Government spending at $247,605.1 million was 5.8 per cent lower than planned 

and was due to shortfalls of $10,570.3 million and $4,628.9 million for Capital and 

Recurrent Expenditure, respectively. The lower than expected outlay for recurrent 

expenditure was due mainly to the categories Interest and Wages & Salaries being 
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$4,742.0 million and $688.4 million below expectations, respectively. The lower than 

planned spending on interest reflected the impact of lower than projected interest rates 

due to the Jamaica Debt Exchange. 

 
Inflation  

For 2010, the point to point inflation rate
14 

was 11.7 per cent, 1.5 percentage points 

greater than the rate recorded for 2009
15 

(Table 5). During the year, prices were 

influenced by both external and domestic forces.   

 

Movements in international commodity prices, particularly crude oil and grains, 

contributed to higher energy, food and transport-related prices.  Consequently, the 

divisions which contributed most to the inflation out-turn for the year were Food & Non-

Alcoholic Beverages, Transport, Housing, Water, Electricity, Gas & Other Fuels, which 

together accounted for approximately 78.0 per cent of overall inflation.   

      

¶ Food & Non-Alcoholic Beverages increased by 12.8 per cent, influenced by 

weather related shocks and upward movement in international grain prices. 

Consequently, foods such as meat, bread and cereals for which grains are an input 

recorded increased prices.  Additionally, the supply of domestically produced 

agricultural items was affected by drought conditions earlier in the year and by 

heavy rains in the latter half.  As a result, increases in the prices of Vegetables & 

Starchy Foods accounted for approximately 40.0 per cent of the movement in 

food prices. 

¶ Transport increased by 25.7 per cent.  In addition to the effect of crude oil prices, 

the upward movement of the Transport index was affected by the April 1st 

increase granted to the JUTC and JUTC franchise operators.  

¶ Housing, Water, Electricity, Gas & Other Fuels increased by 8.4 per cent. 

Movements in international commodity prices, particularly crude oil contributed 

to higher energy costs.  The West Texas Intermediate to which local energy prices 

are linked, increased by approximately 28.8 per cent, translating into higher 

electricity costs.   
               
 

Higher consumer price indices were reflected in all three regions: Greater Kingston 

Metropolitan Area (13.6 per cent); Other Urban Centres (12.0 per cent); and Rural Areas 

(10.3 per cent).  

 

 

 

 

 

 

 

                                                 
14

 This is the percentage change between the monthly index for December 2008 and the monthly index for 

December 2007. 
15

 The average annual inflation rate was 12.6 per cent relative to 9.6 per cent for the preceding year. 
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Table 5.5.   Inflation  

 
 2009 2010 

All Divisions 10.2 11.7 

Food & Non-Alcoholic Beverages 8.1 12.8 

Alcoholic Beverages &  Tobacco                                                            23.3 14.4 

Clothing & Footwear 10.6 9.0 

Housing, Water, Electricity, Gas & Other Fuels 23.0 8.4 

Furnishings, Household Equipment & Routine Household Maintenance 9.8 7.0 

Health 4.1 2.9 

Transport 6.2 25.7 

Communication 3.2 5.3 

Recreation & Culture 9.6 6.9 

Education 6.6 8.0 

Restaurants & Accommodation Services 7.2 5.5 

Miscellaneous Goods & Services 13.0 8.7 

                Source:  Statistical Institute of Jamaica  
 

 

2.3   External Trade Performance
16

 

 

Merchandise Trade  

For the period January - August 2010, Jamaica recorded a merchandise trade deficit 

(including single entity free zone) of US$2,452.8 million compared with US$2,301.3 

million for the corresponding period of 2009. This performance is attributable to the 

increase in the value of  imports and fall in the value of exports for the period under 

review compared with the corresponding period of 2009. 

 

Merchandise Exports 

During January - August 2010, total exports (including single entity free zones) were 

valued at US$879.6 million, a reduction of US$45.9 million compared with the 

corresponding period in 2009. Earnings from domestic exports were US$829.6 million, a 

reduction of 5.3 per cent. Re-exports were valued at US$50.0 million.  

 

Traditional Domestic Exports 

For the January - August 2010 period, earnings from Traditional Domestic Exports 

totalled US$413.5 million, declining by US$38.4 million or 8.5 per cent relative to the 

corresponding period of 2009. While all groups within this category declined, 

Agriculture, which earned US$19.9 million, registered the greatest loss, falling by 43.0 

per cent. The decline in Agriculture receipts was due mainly to a 50.4 per cent fall in 

coffee sales stemming from reduced demand by Japan, Jamaicaôs primary purchaser of 

coffee exports. 

 

                                                 
16

 Data for this section relate to the period up to August 2010, due to the unavailability of more recent data. 
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Non -Traditional D omestic Exports  

Earnings from Non-Traditional Exports were US$416.0 million for the January - August 

2010 period, declining by US$8.2 million or 2.0 per cent compared with the 

corresponding period of 2009. This decline resulted from a 7.4 per cent fall-off in 

earnings from the category ñOtherò as increased revenue was registered for the remaining 

three components within Non-Traditional Exports. In the category ñOtherò, lower 

receipts were received for ñChemicalsò (including ethanol) (down 64.4 per cent), 

Manufactured Goods (down 32.9 per cent) and Machinery and Transport Equipment 

(down 11.8 per cent). Lower exports of ethanol during the review period were the 

primary contributor to the decline in earnings from Chemicals (including Ethanol). 

 
Table 5.6.   Merchandise Exports: January-August 2009, 2010 (US$ Million) 

Exports 
Jan - Aug. 

2009 

Jan - Aug 

2010 

Absolute 

Change 

2010/2009 

Jan - Aug 

% Change 

2010/2009 

Traditional Exports 452.0 413.5 -38.4 -8.5 

Non -Traditional 424.2 416.0 -8.2 -2.0 

Domestic Exports 876.1 829.6 -46.5 -5.3 

Re - Exports 49.4 50.0 0.6 1.2 

Total Exports 925.5 879.6 -45.9 -5.0 

                             Source: Compiled from data supplied by Statistical Institute of Jamaica. 

 

 

Merchandise Imports 

During the January - August 2010 period, total imports (including single entity free zone) 

were US$3,332.4 million, an increase of US$105.5 million compared with the value of 

imports for the corresponding period of 2009. This was due mainly to an increase in the 

value of Mineral Fuels which went up by US$154.7 million influenced by higher 

international fuel prices associated with the improvement in global economic conditions. 

 

 
Table 5.7.   Merchandise imports and Exports: January-August 2009, 2010 (US$ Million) 

 
Jan.ïAug. 2009 Jan.ï Aug. 2010 

Jan.- Aug. 2010/2009 

% Change 
 Imports  Exports Imports  Exports Imports  Exports 

Food 537.7 185.7 529.7 154.2 -1.5 -17.0 

Beverages and Tobacco 51.2 66.2 50.4 71.7 -1.6 8.3 

Crude Materials 35.1 325.1 39.2 327.4 11.7 0.7 

Mineral Fuels, etc. 896.0 143.8 1,050.7 214.1 17.3 48.9 

Animal &Vegetable  

Oils & Fats 

24.5 0.1 12.0 0.1 -51.0 0.0 

Chemicals 456.8 141.9 414.7 51.6 -9.2 -63.6 

Manufactured Goods 350.8 21.9 367.3 12.9 4.7 -41.1 

Machinery and  

Transport Equipment 

535.5 27.6 506.1 21.4 -5.5 -22.5 

Misc. Manufactured articles 275.7 10.7 308.3 18.0 11.8 68.2 

Other 63.7 2.7 54.1 8.1 -15.1 200.0 

Total 3227 925.5 3332.4 879.6 3.3 -5.0 

       Source: Compiled from data supplied by the Statistical Institute of Jamaica. 
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The Foreign Exchange Market
17

 

At the end of December 2010, the average nominal exchange rate was $85.86 per 

US$1.00, representing a nominal appreciation of 4.2 per cent compared with the end of 

December 2009.  This performance for 2010 contrasts with an 11.3 per cent nominal 

depreciation recorded during 2009.
18

  Most of the appreciation observed during 2010 

occurred in the April-June quarter when the Jamaican currency appreciated by 4.1 per 

cent.  Marginal appreciation was recorded for the first and fourth quarters of the year as 

the July-September quarter registered a 0.3 per cent depreciation.  The market displayed 

relative stability during the third quarter of 2010, in spite of demand pressures due to a 

decline in net private capital inflows and reduced foreign exchange supplies from tourism 

during the month of September.  

 

The performance in the foreign exchange market during 2010 was influenced primarily 

by general improvements in Jamaicaôs macroeconomic conditions. Following the success 

of the Jamaica Debt Exchange initiative and the signing of a Stand-by Arrangement 

(SBA) with the International Monetary Fund (IMF), market conditions improved.  

Investor confidence improved as a result of these two initiatives and was further 

strengthened by the subsequent passing of end of March, June and September IMF 

quantitative targets. Investors showed increased willingness to hold Jamaican 

denominated instruments due to a favourable inflation outlook and increased confidence.  

 

Throughout the year, foreign exchange supply was supplemented by: (i) higher 

remittance inflows
19

; (ii) increased inflows from the International Development Partners; 

(iii) reduction of the foreign currency reserve ratio by the BOJ during the first quarter of 

2010 which led to the immediate release of US$30.0 million; (iv) higher tourist receipts.  

On the demand side, the continued decline in aggregate demand resulted in weak demand 

for foreign currency which further influenced the appreciation of the dollar. 

 
3.0   Sectoral Performance 

 
3.1   January - September 2010 

 

The economy contracted by 1.3 per cent for the first nine months of 2010 with the Goods 

Producing and Services Industries declining by 1.9 per cent and 1.5 per cent, 

respectively. The decline in real GDP was attributable to:  

¶ the lagged impact of the global economic crisis; 

¶ drought conditions which impacted some industries in the first and second 

quarters of 2010; 

¶ reduced operations at Air Jamaica given the airlineôs sale to Caribbean Airlines;  

                                                 
17

 This section is being assessed up to September 2010. 
18

 The depreciation recorded in 2009 reflected the impact of the economic downturn which resulted in a 

fall-off  in supply reductions in remittance inflows and mining and quarrying receipts, and increased 

demand pressures due to market uncertainty. 
19

 For the January to November 2010 period net remittance inflows were US$1,713.0 million, a 6.4 per cent 

increase compared with  the corresponding period of  2009. 
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¶ negative impact of the Jamaica Debt Exchange Programme on net interest income 

of financial institutions; 

¶ security operations in sections of Kingston and St. Catherine in May 2010; 

¶ the passage of Tropical Storm Nicole in September 2010. 

 

The industries that registered the largest declines during this nine-month period were 

Mining & Quarrying; Finance & Insurance Services; Electricity & Water Supply; and 

Manufacture. 

 

 
Table 5.8.   Change of Value-Added by Industry at Constant (2003) Prices 

Industry  

 

FY  

Jan-

Mar  

Apr -

Jun 

Jul-

Sept 

Jan-

Sept Oct-Dec Jan-Dec 

2009/10 2010 2010 2010 2010 2010 2010 

Official Estimates 

Preliminary 

Estimates 

Goods Producing Industry -8.4 -3.9 -2.2 0.7 -1.9 -0.5 -1.5 

            

Agriculture, Forestry & Fishing 12.9 6.6 -3.2 5.2 2.9 -5.0 0.9 

Mining & Quarrying -54.7 -40.7 3.7 29.3 -10.3 20.2 -3.5 

Manufacture -4.2 -0.6 -2.6 -3.5 -2.2 -2.7 -2.3 

    of which: Food, Beverages & Tobacco -3.5 -2.0 -1.7 -0.5 -1.5 -1.0 -1.4 

                    Other Manufacturing -5.0 1.6 -3.8 -7.0 -3.2 -4.5 -3.5 

Construction  -5.4 -2.1 -2.2 -3.9 -2.7 0.5 -1.9 

            

Services  Industry -0.4 -0.5 -2.1 -1.9 -1.5 -1.3 -1.4 

            

Electricity & Water Supply 2.2 -1.2 -2.5 -5.8 -3.2 -7.7 -4.3 

Transport, Storage & Communication -1.4 1.2 -3.1 -4.3 -2.1 -3.0 -2.3 

Wholesale & Retail Trade; Repair and 

Installation of Machinery  -2.2 -2.0 -2.2 -1.9 -2.0 -1.2 -1.8 

Finance & Insurance Services 0.1 -3.7 -5.2 -4.2 -4.3 -3.0 -4.0 

Real Estate, Renting & Business Activities -0.7 -0.7 -1.0 -1.2 -1.0 -1.0 -1.0 

Producers of Government Services -0.3 -0.2 -0.1 0.0 -0.1 0.0 -0.1 

Hotels and Restaurants 4.1 6.6 -1.1 2.4 2.7 4.5 3.1 

Other Services 0.3 0.0 -1.1 0.6 -0.2 0.8 0.1 

            

Less Financial Intermediation Services 

Indirectly Measured (FISIM) 
0.2 -5.7 -5.8 -9.1 -6.9 -6.0 -6.7 

            

Total GDP at basic prices -2.5 -1.1 -2.0 -0.9 -1.3 -0.8 -1.2 
 Source: STATIN & PIOJ 
 

 

Mining  

For January ï September 2010, real value added for the Mining & Quarrying industry 

declined by 10.3 per cent relative to the corresponding period of 2009.  This was due to a 

20.4 per cent decline in alumina production as crude bauxite production increased by 
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53.7 per cent. The decline in alumina production was as a result of fewer alumina plants 

being operational in the current period relative to January ï September 2009.  Total 

bauxite production increased by 8.2 per cent to 6 331.1 kilo tonnes, reflecting increased 

crude bauxite production, which outweighed the decline in the Bauxite Equivalent of 

Alumina production. 

 

Alumina exports fell by 31.2 per cent to 1 039.4 kilo tonnes, while crude bauxite exports 

increased by 51.3 per cent to 3,312.8 kilo tonnes. Total bauxite exports declined by 0.5 

per cent as the increase recorded in crude bauxite exports was offset by the lower bauxite 

equivalent of alumina exports. 

 

Preliminary data for export earnings for the nine-month period show a decline of 1.3 per 

cent to US$351.9 million compared with the corresponding period of 2009. This 

reduction represented a decline in the value of alumina exported, which outweighed the 

increase in the value of crude bauxite exported. The decline in the value of alumina 

exported was due to lower volume exported, which outweighed the impact of higher 

prices, while the growth in crude bauxite exported was due to higher prices and volume 

exported. 

 

Manufacture 

Real value added for the Manufacture industry declined by 2.2 per cent, reflecting the 

lower real value added for the two main components of the industry.  Real value added 

for Food, Beverages & Tobacco and Other Manufacture declined by 1.5 per cent and 3.2 

per cent, respectively. For the nine-month period, the industry was negatively affected 

by:  

¶ low domestic and international demand for Jamaican manufactured products  

¶ the security operations and State of Emergency in sections of Kingston and St. 

Catherine, during the months of May and June 2010  

¶ adverse weather conditions associated with Tropical Storm Nicole in September 

2010. 

 

Contraction in the Food, Beverages & Tobacco sub-industry was influenced by lower 

levels of output for both the Food Processing and Beverages & Tobacco sub-categories.  

Contraction in the Food Processing component was reflective mainly of relatively lower 

levels of sugar production, which declined by 6.9 per cent compared with the 

corresponding period of 2009.  Lower sugar production was attributed mainly to the 

impact of adverse weather conditions on the quantity and quality of sugar cane reaped.   

 

The decline in the Beverages & Tobacco component reflected lower levels of production 

for all commodities, with the exception of Carbonated Beverages, which grew by 12.4 

per cent for the nine-month period relative to the comparable period of 2009.   

   

The lower real value added for Other Manufacturing was attributed mainly to downturns 

in Chemicals & Chemical Products and Non-Metallic Minerals.  Production in the 

Chemicals & Chemical Products sub-group was influenced mainly by lower output of 
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ethanol and paint, whereas lower demand for construction materials such as cement, 

blocks and tiles accounted for the down-turn in the Non-Metallic Products sub-industry.       

 

Construction 

During January ï September 201020, real value added for the Construction industry21 fell 

by an estimated 2.7 per cent.   

 

This performance occurred against the background of the lingering effects of the negative 

impact of the global economic crisis on the domestic economy.  The downturn recorded 

for the industry was attributed mainly to: 

¶ decline in activities in Building Construction due to a reduction in the number of 

projects  

¶ reduced activities associated with  the completion of major construction work on 

the North Coast Highway Project at the end of 2009 and work stoppage on 

Highway 2000 due to geological issues.  

 

Cement production for the nine-month period amounted to 526,090 tonnes, a 4.1 per cent 

decline when compared with the amount produced in the corresponding period of 2009.   

Approximately 141,573 tonnes of cement was imported during the first nine months of 

2010 compared with   129,743 tonnes of cement during the corresponding period of 2009.  

The export of cement increased to 132,804 tonnes during the period relative to 59,009 

tonnes during January to September of 2009. Cement supply fell by 13.7 per cent to 

534,859 tonnes.   

 

 
Table 5.9.  Selected Construction Industry Indicators, 

January ï September 2008-2010 

Indicator  2008 2009 2010 
2010/2009 

% change 

     

Housing Starts 2,616 1,607 2,262 40.8 

Completions 2,739 2,092 1,961 -6.3 

Total Value of Mortgages ($ million) 2,672 17,987 17,076 -5.1 

Comm. Bank Loans & Advances ($ million) 12,086 49,825 56,646 13.7 

Cement Production (tonnes) 537,468 549,155 526,090 -4.2 

Cement Supply (tonnes) 708,502 619,529 534,859 -13.7 

GDP Growth Rates (per cent) -3.7 -4.9 -2.7  

         Source:  Compiled by the PIOJ 
 

Non-residential construction expenditures by selected entities during January - September 

2009 were as follows: 

1. The Port Authority of Jamaica disbursed a total of $5 694.9 million relative to $2 

450.5 million disbursed in the comparable period of 2009.  

                                                 
20  Latest actual data available at the time of writing. 

21 Building Construction (82.0 per cent) and Other Construction, mainly Civil Engineering (13.0 per cent), 

together account for 95.0 per cent of Total Construction. Building Installation (inclusive of repairs) 

accounted for the remaining 5.0 per cent. 
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2. Disbursements by the Jamaica Public Service Company Ltd. declined by 98.3 per 

cent to reach $27.9 million.  

3. Capital expenditure on construction projects by the National Works Agency 

amounted to   $276.0 million reflecting a fall in expenditure on the construction of 

the Northern Jamaica Development Project (North Coast Highway). 

4. The Urban Development Corporation disbursed a total of $2 019.2 compared with 

$1 275.0 in the corresponding period of 2009.  

 

Agriculture  

For the period January - September 2010, real value added for Agriculture, Forestry & 

Fishing grew by 2.9 per cent relative to the corresponding period of 2009. The growth in 

the industry was driven by increased output in Traditional Export Crops and Other 

Agricultural Crops.  For the first half of the year, real value added for the sector grew by 

1.7 per cent.  The industry grew despite being severely affected by drought conditions 

which began in the latter half of 2009 and continued through to May 2010.  Following the 

drought, the industry was impacted by Tropical Storm Nicole at the end of the third 

quarter (September 26 ï 30) which caused considerable losses. Losses to Domestic Crops 

and Livestock were estimated at $576.5 million with a further $574.6 million damage to 

agricultural roads.  

 

Growth in the sector was influenced by the intensification of the Ministry of 

Agricultureôs ñProduction and Productivity Programmeò aimed at improving best-

practice methodologies among selected groups of farmers engaged in the production of a 

selected group of domestic crops.  This programme encourages the production of the 

selected crops in areas that are best suited, by farmers who are willing to be trained to 

implement improved production practices. In addition, to mitigate the effects of the 

drought, the Ministry of Agriculture encouraged the following strategies: 

¶ water conservation and improved irrigation efficiencies through the use of drip 

systems supplemented by Black Tanks; 

¶ increased planting in areas served by irrigation schemes;  

¶ increased use of protective agriculture (greenhouse). 

 

Wholesale & Retail Trade; Repair and Installation of Machinery 

For the nine-month period, January-September 2010, real value added for the Wholesale 

and Retail Trade; Repair and Installation of Machinery (WRTRIM) industry declined by 

2.0 per cent compared with the corresponding period of 2009. The lower value added was 

consistent with the adverse impact of the global crisis on consumers and distributors. 

Within an environment of contracting output levels, relatively high levels of 

unemployment
22

 and uncertainty about future economic prospects, gross sales declined. 

Consistent with this out-turn was a decline of 13.4 per cent and 7.2 per cent in the volume 

and value of Automated Banking Machines (ABM) and Point of Sale (POS) transactions, 

respectively. Additionally, the industry was adversely impacted by declines of 2.7 per 

cent and 2.2 per cent in the Construction and Manufacture industries, respectively. 

  

                                                 
22

 As at July 2010 the unemployment rate was 11.6 per cent relative to 11.3 per cent in July 2009. 
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Analysis of preliminary GCT data revealed that six of the nine goods categories recorded 

lowered sales. Those registering lower sales were: 

¶ Food Beverage and Tobacco (3.5 per cent) 

¶ Automobiles, Commercial and Transport Equipment (1.0 per cent) 

¶ Chemicals, Pharmaceuticals and Cosmetics (13.4 per cent) 

¶ Furniture, Furnishings, Office Equipment and Jewellery (39.1 per cent) 

¶ Electronics, Musical and Photographic Equipment (2.1 per cent) 

¶ Other Manufactured Goods (8.8 per cent). 

 

Further reduction in value added was mitigated by increases in other indicators, namely: 

¶ a 7.0 per cent increase in the value of remittance inflows relative to the 

corresponding period of 2009 

¶ a 20.2 per cent and 2.0 per cent increase in the stock of loans and advances to 

distributors and consumers, respectively 

¶ a  3.3 per cent increase in Merchandise Imports for the period January to August
23

 

2010 relative to the corresponding period of 2009. 

 

Electricity & Water Supply  

Real value added for the Electricity & Water industry contracted by 3.2 per cent for the 

period JanuaryïSeptember 2010 relative to the corresponding period of 2010.  This 

performance reflected declines in gross generation
24

 and water production. 

 

Total generation
25

 was 3,139.3 million kWh compared with 3 140.4 million kWh during 

the corresponding period of 2009.  The relatively flat out-turn reflected the combined 

effect of a decline of 0.5 per cent in generation from the JPSCoôs units and a 0.9 per cent 

increase in generation from non-JPSCo sources.  The reduction in generation occurred 

despite higher generation in the January-March 2010 and April-June 2010 quarters as 

output in July-September 2010 was impacted by, among other things, the rain related 

conditions, including Tropical Depression # 16 and Tropical Storm Nicole. The heavy 

rains and strong winds associated with TS Nicole damaged the JPSCoôs transmission and 

distribution system resulting in loss of power to some customers.  The lower generation 

recorded in July-September 2010 must be viewed against the background of record 

production levels in the corresponding quarter of 2009, in response to the highest peak 

demand at approximately 644.0 million kWh. During that period, both JPSCo and non-

JPSCo sources recorded their highest production levels since their inception.   

 

Electricity sales increased by 1.2 per cent to 2,445.3 million kWh, reflecting higher sales 

to all category of consumers, except the Power Service which declined by 3.1 per cent to 

570.9 million kWh.  The overall improvement in sales was due to increases in the 

January-June 2010 period, reflecting expansion in the customer base of some categories 

of consumers.   

 

                                                 
23

 Based on data available at the  time of compilation. 
24

 Calculation for real value added is based on gross generation, which is generation from JPSCo inclusive 

of Station Use plus purchases from non-JPSCo sources. 
25

 Total electricity generation is the amount of electricity made available to the national grid. 
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The amount of water produced by the National Water Commission during January ï 

September 2010 was 212,002.9 megalitres compared with 225 102.0 megalitres in the 

corresponding period of 2009.   The fall-off in production during the review period 

stemmed from lower production of 7.3 per cent and 3.5 per cent in the Eastern and 

Western regions to 126,006.5 megalitres and 85 996.4 megalitres, respectively.  The 

performance in the review period was due mainly to the contraction in output in the 

January-June period, influenced mainly by the drought conditions experienced from the 

latter part of 2009 into the first quarter of 2010.  Despite damage to NWCôs infrastructure 

works by Tropical Depression # 16/Tropical Storm Nicole, there was higher water 

production in July-September 2010 compared with the corresponding quarter of 2009 

when output was constrained by the ensuing drought conditions.  The increased output in 

July-September 2010, however, was not enough to outweigh the earlier declines, thereby 

translating into reduced out-turn for January-September 2010.  

 

Transport, Storage & Communication  

Real value added for the Transport, Storage & Communication industry declined by an 

estimated 2.1 per cent in the first nine-month period of 2010.  This was due mainly to 

reduction in the Transport & Storage segment of the industry as the Communication 

component recorded moderate growth. The decline in the Transport & Storage segment 

reflected, in the main, reduced activities at the islandôs airports in the April-June and 

July-September 2010 quarters, which outweighed improvements in JanuaryïMarch 2010.  

 

During the January-September period, total passenger movements at the airports fell by 

1.8 per cent to 3,730,256, reflecting reductions in all categories of passengers: 

Á Arrivals ï 1.6 per cent  to 1,780,599 passengers 

Á Departures ï 1.5 per cent to 1,875,023 passengers 

Á Intransit ï 12.2 per cent to 74,634 passengers.    

 

The negative out-turn occurred despite the introduction of new flights during the review 

period, as there were other challenges.  Among these were: 

Á the negative impact of the global economic crisis on air travel  

Á cut in some Air Jamaica routes prior to its sale to Caribbean Airlines  

Á cancellations associated with the Icelandic Volcanic Ash, the unrest in West 

Kingston and the strike by Spirit Airlines pilots.  

 

The downturn in airport activities was enough to outweigh improvements at the seaports.  

For the review period, the total volume of cargo handled at the islandôs ports rose by 5.4 

per cent to 11, 338,408 tonnes, due to a 9.8 per cent increase in the volume handled at the 

Outports.    The higher cargo volumes handled at the Outports was triggered mainly by 

increased activities in the bauxite/alumina sub-industry, brought about mainly by 

increased bauxite exports at Port Rhoades.  Increased activities at the Outports was also 

positively impacted by the reopening of the WINDALCo plant in Ewarton in June 2010 

which resulted in higher exports of alumina from Port Esquivel during July-September 

2010. 

 




