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PM’s CHRISTMAS

MESSAGE

Fellow-Jamaicans
and friends:

It is a great pleasure to
wish you a Merry Christmas.

Christmas is a time for com-
ing together with family and
friends to strengthen the
bonds of love and to express
appreciation for caring and
support during the past year.

Although so many of you
make your homes overseas, |
urge you to remember the im-
portant Christian values that
have made Jamaica the very
special nation that it Is.

In a world where so many
give pride of place to the
achievement of material suc-
cess, we must, as Jamaicans,
place emphasis on developing
strong moral and spiritual val-
ues. Let us remember the im-
portance of decency, morality,
courtesy, discipline and re-

spect for everyone with whom
we come into con1a;f.

Let us take the time to lend
a helping hand to those who
are obviously in need. | do not
refer only to financial need,
but to needs not often ex-
pressed - a need for someone
to simply listen to problems,
for companionship, for sympa-
thy in times of stress. These
acts of human kindness can
make all the difference In
helping our fellow-men and
women cope with the pres-
sures of daily life.

Many of you are members of
organisations that are support-
ive of. programmes at home
and in the communities where
you live. Those who are not,
should consider joining one in
the New Year and thereby be-
come able to keep in closer
contact with us in Jamaica.

Guidance

At Christmas time, | could
never speak to you without a
special word to parents and
guardians of the young. They
are our future, Take special
care of them. They need your
guidance. They need constant
reassurance that they are
loved.

Let us make Christmas 1993
the beginning of a new era In
which we return to time hon-
oured values. The home of
your heart, Jamaica, your
community, and indeed the
world, will be the better for it.

Walk good and may God go
with you.

PHOTO LEFT SHOWS: The
R1. Hon. PJ Patterson, Prime
Minister of Jamaica
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By Beth Aub

this vear. A recent cartoon

by Clovis says It all: we,
the people of Jamalca, have
allowed our politiclans so
much power that they are able
to take our national birthright,
the land and possessions that
belong to all of us, and sell
them.

We are supposed to be a democ-
racy, but there Is nothing demo-
cratic about the administrations of
our successive governments. We
are ruled by first one party and
then the other. Each one takes
over our Institutions and public
lands and disposes of them to par-
ty members or those who finan-
clally contributed to the party,
without so much as a “by-your-
leave”. When you think about the
passivity with which we have al-
lowed this to happen, It seems a
very odd aspect of a people with a
world reputation for vioclence! Yet
we contlnue to allow It to happen.

During the last year, we have
been golng through a mockery of
constltutional reform. What Is hap-

I DON'T feel llke Christmas

all the suggested changes must be
submitted and passed by Parlia-
ment. Our Parllament Is com-
prised entirely of politiclans. Why,
therefore, should there be any poll-
ticlans appointed to our Constitu-
tlonal Commission? Why Is It that
our politiclans (as members of the
Constltutional Commission) have
the right to suggest changes fo be
made In the Constitution and any
limitations to these, while at the
same time (as an M.P. or a Min-
Ister) each of these politicians then
has the further power to decide
whether or not to pass those same
reforms? Isn't this a massive con-
flict of Interest, a national “fIx"?

A promise
Already nine months after the

when we look hard at the J.L.P.
demands, they are foollshness. The
opposition party seems to have
limited its demands for electoral
reform to.the installation of com-
puters. Computers are not the all-
seelng eye. of God, and It Is a
matter of what Information Is fed
to them, and by what operator,
which counts. With our facllity to
<heat, It would be a case of “gar-
bage In, garbage out” If we were to
computerize our present election
process. It is the mark of a back-
ward country to attribute such ab-
solute power to any machine, com-
puter or not, while no such awe
would be expressed by certain
members of both our political par-
tles; they would quickly hire ex-
perts to ensure the rigging of any

am reforms of 1993
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ate identification, which could easl-
ly be further checked by the second
step of a master computer pro-
gramme which ensured that every-
one over 18 was allowed to vote,
but to vote only once. It wastes
money and Is completely unneces-
sary to continue with old-fashion-
ed, house-to-house reglistration
which, In the present form, allows
massive fraud.

The answer

I1t's ust that simple! Everyone,
including all our politicians, know
that Jamalca must have mandato-
ry birth reglstrations linked to na-
tional Identification cards con-
talning flngerprints. This, together
with automatic voter registration

democratic process in this country
In the hope that, next time, It can
produce more thugs and more nas-
tiness which will lead It to victory,
and to the power and financlal gain
that such victory brings.

Criticised

The recent by-election to bring
Minister Davles his seat In Parlia-
ment has been criticlsed by a num-
ber of people. It has become the
source of [okes to many others.
But | know of no one who has
spoken about the most worrving
aspect of this farce of an “elec-
tlon": Is this walk-over to become
a prototype for future local and
national elections, a prototype that
may spread to our farclcal so-.



pening is virtually meaningless. As
many of us know, the main change
which Is needed is to reduce the
power of our politicians to lord it
over us. But It Is obvious that this
Is .NOT going to come about
through the findings of a Constitu-
tional Commission of which well
over three-quarters are politiclans,
or polltical sympathisers whose
chains can be Jerked at recommen-
dation-making time.

All constitutions spell out con-
tracts between government and
people. Our Constltutional Com-
mission is set up In such a way that

By Dawn Ritch

ZAMBIA and Jamalca are de-
scribed by international lending
agencles as countries with great
potentiol, but which havefot man-
aged well. The Zambians termi-
nated the contract of Jacques Bus-
sieres, thelr central bank
governor, becayse under his stew-
ardshlp the kwacha devalued
alarmingly. After he left for Ja-
malca It revalued.

Bussleres Is now governor of the
Bank of ' Jamaico, and the Jamal-
can dollar is devaluing rapldly
with all the pundits talking sagely
about a 50 to 1 dollar by the end of
next vear.

Zambia and Jamaica are accus-
ed of not having been able to put
together a macro-economic pro-
gramme, and of allowing politics
to Interfere repeatediy with what
fitful economic measures they take
from time to time. | think this Is
certainly true of Jamalca, and
would add only that we have shown
a fatal inabiity to negotiate elther
with the World Bank or the Inter-
national Monetary Fund because of
Government's stubborn refusal tfo
marshal the evidence of its eyes.

This Is a country In which a man
earning $250,000 o vear Is able to
buy a $2m car for cash and a $6m
house for cash. This vear alone
several propertles costing upwards
of $12m have been transferred for
cash. Members of the lower middle
class and middie class also typical-

indecent and disgraceful national
elections of March last, full of
cheating and violence, we seem to
have forgotten that the govern-
ment promised electoral reform.
But up to now nothing, repeat noth-
Ing, Is belng done to redesign our
faulty electoral process. There
seems to be no hurry to put ail this
to rights. Is it that we are content
to have this happen agaln and
again?

The Opposition refused to take
part In the last by-election, as It
wants us to believe that It is de-
manding electoral reform. Yet,

Reverting

ly buy a sotellite dish for $70,000
cash, paying USS700 cash every
vear for programming, and that
does not affect the amount of food
on the table even though the price
of everything is going up.

Disasters

If the dollar goes to 50 to 1 by
the end of next veor that won't
change. Jamaicans will stlil buy
what they want for cash. The only
disasters will be the country which
wilil lose revenvue, and the financia!
sector which will lose business.

As it stands now banks in Jo-
malca are only used for cashing
cheques and paying bllls. Alt finan-
clal transactions take place outside
the banks because nobody' can af-
ford interest rate of 90% on loans
and 120% on overdrafts. Private
forelon exchange earners are now
In conirol of the sale of hard cur-
rency creating a secondary morket
far greater and more efficient than
the banking sector. Having ruined
agriculture and manufacturing
with bad macro-economic policies
Government has now set on a
course thot will inevitably ruln the
nation's financlal sector. We are
destroying our economic base be-
fore it is even firmly established.

A respected publication in the
United States In a recent classifica-
tion stated that well off people
there earn US$75,000 per annum.
Few Jamalcans earn that, vet
many spend twice thot amount ina
yvear with the greatest of ease on a

computer system!
Essential

The answer to the electoro!
problem Is really very simple: be-
fore any computerization, it Is ab-
solutely essentlal that everyone In
Jamalca be registered at birth and,
at age 18 be automatically issued
with an identification card that
contains a clear photograph and,
even more important, o clear fin-
gerprint, of the same person. The
cross-checking of fingerprint and
photograph would provide Immedi-

to a barier economy

car or a house. In Jamaica there-
fore we have an amazing situation
where people who earn less than
US$10,000 a year are routinely able
to acquire assets at values in Ja-
maican dollars equivalent to
US$75,000 for cash.

These are respectable people

who made their money by hard
work. This Is not gonja money or
money from swindles. It Is hard
earned money, but money never-
theless outside the official system
and fueling the underground econ-
omy. The time has come for Gov-
ernment to open Its eyes and put a
value on that economy because
that's what’s running the country.
It well-off people in the U.S.
earn US$75,000 then nearly hatf of
Jamaica must be well-off becouse

of thelr ability to buy for cash,

things of equivalent value in Ja-
maican dollars. The ideo therefore
that Government should follow a
sterile prescription allowing the
free-fall of the Jamalcan dollar is
patently ridiculous.

Except for thls vear, the country
regularly exports more than it im-
ports. It Is debt payment that
keeps us lying In the dust, and the
crazy ildea that a country's ex-
change rate Is determined purely
by its productivity.

A country's exchange rate Is a
unilateral decision made by a sov-
erelgn nation. 1t is a measure of
productivity and confidence. Econ-
omists rush to value productivity,
and retreat into lot of psycho bab-

for our cltizens at age 18 Is the
answer to our electoral fraud.
Money iIs avallable to finance this
entire projlect. Why then have we
not embarked on it? Clearly, be-
cause the polltical conviction for
democratic nationol elections Is
not there. Both political parties
feel that our people are better Ig-
norant and cowed, and that it is
unimportant for the Jamaican peo-
ple to be offered fair and peaceful
elections. Both political parties

. know the advantage of continuing

the rigged violence that passes for

ble when they are asked to place a
:/I?lue on confidence and quality of
e.

‘A’ accounts

A Jamalcan and one of the re-
glon's richest men who moved his
money out long ago, told me that
he had his people do an analysis of
the money In the nation’s “A" ac-
counts. These are the accounts
where Jomalcans save their hard
currency. He told me that although
nearty US$500 million was saved in
them. not a single depositor had
over US$1.5 million saved. This
was proof he sald, with evident
satistaction, that nobody with reatl
money saves in Jamalca. He said
what was in the “A" accounts was
lust petty cash.

It may be petty cash to him, but
to the people who save In them the
“A" accounts are the cherished
rewards of a lifetime of frugality.
It Is also a powerful statement of
their confidence In Jamalca. and
confidence in their abllity to con-
tinve to earn Jomaican dollars so
that they willl not have to call upon
their US funds. When ordinary Ja-
maicans maoke such a positive
statement of confldence in their
country, the Government they
elected ought to take its cue from
them and sfop designing macro-
economic policles for a basket case
economy which we are not. All
these policles will achieve In the
end Is to make us one.

called constitutional reform?

The year 2000 Is looming nearer
and nearer. Yet our people are still
so beaten into submission, so de-
feated, so frustrated, that thelr
violence erupts only In relation to
each other. It is even sadder that
our people encourage, by default,
the lip service being paid to the
meaningless “reforms" of constitu-
tlon and election process: | sin-
cerely hope this Is not oll that the
New Year will bring all of us. May
you have a peaceful Christmas!

@ Beth Aub is a freelance journalist.

Drying up liquidity In the banks,
or draconian taxation measures do
not affect people with cash. it only
affects the poor, the foreign debt,
and the resources of a government
to maintain and improve the coun-
try's social services and Infrastruc-
ture. People with cash don’t need
banks and can avold taxes. The
Government’s policies therefore
are blzarrely aimed only at the
poor and the destitute, and its own
effectiveness In governing the
country.

What's wrong with Jamaica is
that no one wants to admit that
fixing it is a simple desk |ob. Re-
value the exchange rate dramati-
cally to reflect productivity, confi-
dence and quality of life. it can be
done overnight. Then tower inter-
est rates on a phased basis because
so much good news at once can
cause heart attacks and have o
profoundly disorienting effect on
the financial market. And then re-
move all taxes Including income
tax, and institute only a 3% sales
fox fo net people ‘who use cash.
Which Is everybody in Jamaica.

A developed economy Is a credit
economy. Since 1976 this country
has morched resolutely backwards
into a cash economy. If Govern-
ment doesn't act soon, Jamaica
will regress to a borter economy.
Then there will not be a penny of
taxes for Government and a bank
wlll' become a museum to a time
past.



Patterson — A terri

disappointment

HE medievals believed
in .the Whee! of For-
tune... “up today, down
tomorrow". The wheel has be-

gun to-turn for Prime Minister
P.J. Patterson.

The sight of him, one of five
Caribbean Prime Ministers in
-a photo opportunity with U.S.
President Bill Clinton, set off
to the side like a small boy,
was more than | could stand.
He is becoming a terrible dis-
appointment fo me. :

We are the largest island in the
English-speaking’ Caribbean, and
while it is true that CARICOM
members are all tiny nations, Pat-
terson’s presence as one of many
Prime Ministers made us even ti-
nier than we are. An oid pol like
him might have at least arranged
to stand at the right of the Presi-
dent, instead of at the end of a line-
up of Prime Ministers looking for
all the worid more like a bunch of
basketball players who were past
it. He should have gone up and
tried to meet with Clinton alone
before any joint meeting. Dignity
required it.

Having got that mad ex-priest
Aristide, democratically elected or
not, back into Haiti, these great
powers of the Caribbean probably
thought their numbers woild be
helpful to their cause. Except not
one of them knew what that cause
was... barring a fear of being
hauled up by the schooimaster for
believing that they were entitled to
have economic relations with
Cuba. . . '

Symbol of their muddied think-
ing Is' that at the very moment
when they are worried about exist-
ing quotas and the implication of
the North American Free Trade
Agreement (NAFTA) between the
U.S., Mexico and.Canada for our
own economics, .they rattle sabres
about Cuba and then file in docilely
to hear -what their fates will be.
Apart from the wusual rhetoric,
Clinton said he'd ask Mickey Kan-
tor to do a study on the matter. It
Is only the seventh such study, and
will doubtless join the other six on
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the same forgotten shelf in a Wash-
ington annex where nobody goes.

Talk requires
thought

In 1981 42 per cent of our non-tradi-
tional exports went to Caricom,
and 21 per cent to the U.S. In 1990
15 per cent went to Caricom and 48
per cent to the U.S. Our substan-
tive relations with our Caricom
neighbours have dwindled beyond
recognition, and other than a little
showmanship about Cuba and
cruise ships, | can't imagine our
regional prime ministers having
anything to talk about. Talk re-
quires thought and it is not all

clear that any of them do that.

Take our own Prime Minister
for example. His administration
introduced the common externatl
tariff which reduced import duties
without consuitation with the Ja-
maican private sector. The Jamal-
ca Manufacturers Assoclation and
the Jamaica Exporters Association
protested mightly to no avail. Like
a schoolboy, Patterson accepted
the World Bank and the IMF pre-
scription that the country must be
offered up to imports. He lacks the
dynamism, however, to understand
that individual negotiations and
proper economic arguments are

-the things that wili give us profec-

tion and carve us a place in the
world. Now he is bewildered by the
collapse of local manufacturing.

And it's not just local industry.
Not only Seprod is threatened by
unbridled imports, but Proctor and
Gamble's new factory in Naggo

‘Head. This adminlsjraion' wel-

comes foreign .investors with one
hand and then beats them over the
head with another because it just
can't get its policies straight.

Under NAFTA the citrus inter-
ests in Florida have won 15 vears'
protection against Mexican fruit,
and the Mexican trucking interests
have won 15 vears' protection |
against U.S. truckers. Each sector !
negotiates its position, but Patter-
son finds it impossible to negotiate .
even a toehold of survival for a
tiny nation.

Jamaica has a strong position
internationally on bananas because
of people like John. Pringle, Mar-
shall Hall and Charlie Johnston.
We also have a strong position on
apparel because of people like Pet-
er King. The common denominator
between them all is that they do:
their homework, keep. on top of |
events and have sound economic |
arguments at the ready.

Robert Levy at Jomaica Broil-
ers has taken to being the cham-
pion of protection for the Jamal-
can poultry _industry, but did he
give a position paper to Patterson?
Did our_Prime Minister ask Clinton
for protection against cheap Amer-
ican goods like poultry? Probably
not... but I'm sure he promised to
spend more of our national budget
burning down ganja fields to
please Clinton, and to protect a
rapidly decreasing American sub-
vention for local small business
loans.

Patterson is being decidely lack-
adaisical. There must be someone |
who can do the job better. !
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Capital flight: Terrible for JA

ONE of the most devastating
features of a troubled econ-
omy is what Is termed ‘capital
flight'. This occurs when resi-
dents of that economy send
local and foreign currency out
of that country to other coun-
tries. It tends to have a disturb-
ing impact on the balance of
payments (BoP) to say nothing
of the effects on that country's
exchange rate. ;

Jamalica finds itself in a re-
glon where capital flight is esti-
mated to be quite high due to
the proximity to the United
States or Canada, the large
number of ‘offshore  banks',
and the political ‘and soclal
crises that ~ exacerbate such
‘flows. All of these combine to
create both ‘pull and push’ fac-
tors that drain capltal from
. several Latin American, Cen-
tral American and Caribbean

nations. Jamalca Is no excep-
tion to the general pattern.

The attraction that the U.S. and
Canada has for so many-of the
reglon’s residents means that
‘many break capital controls (where
they still exist) and deposit as
much foreign currency as they can
in U.S. and Canadian. banks, ‘or
practise over-Involcing and under-
involcing to keep such surplus
abroad. Being so close to Miaml,
several see It as much safer to
deposit such sums in Miam{ banks
than In local banks. :

The Latin American reglon on a-

whole has most of the ‘off-shore
banks' found In any reglon. Off-
shore banks are those that accept
Internationally accepted curren-

cles, with very little question being -

asked about Its origin. These off-
shore banks were originally mod-
elled off the Swiss pattern of at-
tracting a wide condult of funds
from all over the world. It has
meant the development of Baha-
mas, the Netherlands Antlilles, the

Cayman Islands, Panama and such

‘centres In St. Lucla, Barbados and
the Virgin Islands over the last
decade. 3

. . Drug trade

The growth- of the ‘lllegal drug
trade’ where ‘rinsing' of ‘hot mon-
ey' Is needed has only Increased

the business of these off-shore -

banks, but they have also been
favourite places for facllitating cap-

Ital flight. In relation to Jamalca for
Instance, the Cayman Islands Is
reputed. to be a prime destination
for either keeping funds smuggled
out of Jamalca, or later facilitating
their transfer to North American
banks. ;

The external debt crisis that en-
compassed so many countries In
this reglon also served to weaken
local currencies and Increased this
capital outflow pattern. When com-
bined with poor political confidence
and conspicuous consumption hab-
its, it is not surprising that the
Inter-American Development Bank
(IDB) believes that capital outflows
aggravated the development base of
the reglon.

In fact, it Is not untll the recent
liberalization trends across the re-
glon (the removal of capital con-
trols, the establishment of foreign
currency accounts, the improved
Investment climate including -spe-
clal Incentives to attract new for-
elgn Investment) that the IDB has
noted “For the first time In a de-

cade, net capital Inflows exceded
the net outflow In the Investment
account, thus ensuring a positive
net resource transfer to the reglon”
(page of Economic.and Social
Progress (n Latin America,
1992).

The Jamalcan experience was
no different. The political and eco-
nonilc crises of ‘both the 1970s and
the 1980s ‘ensured that capital
flight was indeed high. The situa-
tlon has not changed. with recent
liberalization moves, but It has le-
gallsed what, until 1990, was llle-
gal by the laws of the country. The
Introduction of the forelgn currency
accounts (l.e. ‘A" and the ‘B’, the
latter now defunct) was In recognl-
tion of that. In Mexico the changes
have produced an Initlal return of
capital as Mexicans try to position
themselves for the NAFTA bene-
fits. While the situation in Jamaica
has ‘also Improved the return of
capltal s still outstanding, In terms
of Iits magnitude or Its Impact.
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HE country’s trade defi-

. Ccit rose from US$362.1
million during the Jan-

vary to August, 1992 period to
US$604.9 million during the
January to August, 1993 period.

The factors which are re-
sponsible for the widening of
the trade deficit and the ex-
pected deterioration in the bal-
ance of payments position,
provide cause for great con-
cern.

In the first instance, the value of
merchandise imports increased by
some 24 per cent for the eight
month period, while the value of
exports Increased marginally. Fur-
thermore, the structure of imports
shifted very strongly In the direc-
tion of consumer goods during the
period, with this category account-
ing for .20.9 per cent of total im-

BusInEss & FINANCE

Trade deficit widens

ports compared with 16.0 per cent
in 1992. While the position of capi-
tal goods Improved to 20.4 per cent
of total imports compared with
16.1 per cent in 1992, motor cars
and other transport equipment are
the categorles which accounted for
the major portion of the increase
in capital goods imports during the
period.

It should be underscored that an
increase in the trade deficit In cir-
cumstances in which the growth in
capital goods Imports is the princi-
pal underlying factor is not worry-

ing where long-term private capi-

tal inflows provide the funding for
this deficit. In fact, it may be re-
garded as a healthy development
where these capital goods imports
relate ' to export development.
However, where the deficit grows

on account of the acceleration of -

consumer goods Imports of activ-
itles related to the production of
consumer goods for domestic uses,
as was the case during the review
period (January to August 1993),

By
Dr. Headley
~ Brown

there Is cause for great concern.

The current trend suggest that -

the trade deficit could climb above
the US$900 million mark for the 12
month period ending December
1993. A deficit of this magnitude
would exceed the 1989 record of

US$873 million.

The net increases In services
exports and transfers is not ex-
pected to be significantly higher
than that of 1992. It appears that

the expected growth In earnings

from tourism will be accompanied
by a fall In other services exports,
as well as transfers.

With a trade deficit in excess of
US$600 milllon and a moderate
increase In service exports, a huge
external current account deficit Is
indicated.

A current account deficit of the
magnitude suggested by the trade
deficit for the eight month period
would be a dramatic reversal of
the 1992 position. A current ac-
count surplus of US$46.6 million
was realized that vear.

The trend Iin the trade deficit
suggest that the overall Balance of
Payments position could deterio-
rate in 1993. The Balance of Pay-
ments position would deteriorate if
capital inflows are not high enough
to cover the deficit which will
emerge within the external current
account.

The financial programme as
currently structured envisages an
improvement In the external cur-
rent account and the overall Bal-
ance of Paymentis positions. The
current account deficit Is targeted

to fall below two per cent of Gross
Domestic Product for the current
fiscal year and the overall Balance
of Payments is targeted to im-
prove by at least $75 million during
the course of the year.

The outcomes sketched above
suggest that the. current policy
package Is not working. The tax
package, the Interest rate policy
and the exchange rate policy are
together potentially contractio-
nary. But real wages continue to
outpace output growth.

This is inflationary. What is
more, the high real Interest rates
which have been established, will
Impede Investment expansion be-
yvond the near-term as it will not
Induce the strong inflows of long-
term private capital assoclated
with high real Interest rates. “Stop-
go” policles, crime, and violence
will ensure the continuation of neg-
ative private capital flows.

it Is clear that a review of the
existing policy parameters Is re-
quired.



‘More aid
‘from German
Gov’t

THE German Government has pro-
vided an additional J$36.3 million
for the continued support of the
National Development Foundation -
of Jamaica's programme.:- This
represents the second phase . of
German assistance to the Founda-
tion over the past six years. ’

Under this agreement, the Ger-
man Agency for Technical Assis-
tance (CTZ) will make available -
DM 1.2 million (J$21.4M) for tech-
nical assistance and DM 836,000
(J$14.9M) for on-lending to NDF/J
_ clients in the micro and small busi-
ness sectors. This brings the total -
sum of German assistance to the
NDF/J since 1987 to DM 7 miillion.

The stated aim of the second
phase of the project is to improve
the performance capability and ef-
ficlency of the NDF/J with respect
to meeting the demand for credit
and complementary services to mi-
cro small and medium-sized indus-
tries. The technical assistance
component includes: *
@ improved credit management for
micro enterprise borrowers in the
agricuitural, manufacturing and
service sectors.

@ strengthening of NDF/J account-
ing systems

® improved access to appropriate
technologies for clients and; . |
@ development of entrepreneurial
skills within the small business
sector.

"The project also provides for
attachments of external and local
consuitants on a phased basis, as
well as material . and equipment. ;

Phase [l of this agreement with
the German Government will cre-
ate new funding opportunities for
NDF/J clients in all sectors. N

wa 284293
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ELLING economic fanta-

sies has become par for

the course by major in-
terest groups in the counfry.
The Government's focus on the
few good indicators and
through rose-tinted spectacles
gives the impression that all is
well and that the country is In
perfect economic shape.

The opposition on the other
hand focuses on the economic
problems (never mind If it is a
structural problem that a change
of government will not fix) and
through dark-tinted spectacles
gives the Iimpression that things
are falling apart. The impression Is
then given that a change of man-
agers (political) will improve eco-
nomic performance.

Of late, the newest plaver selling
economic fantasies has been -the
private sector, best represented by
the PSOJ, that they can provide

L

by RAYMOND FORREST

the sole engine of growth If the
government marginalises itself.

Nothing Is wrong with fantasies
if they are believable and are used
as goals to work towards in the
long run. The problem Is when
such fantasles are consciously used

BusineEss &FINANCE

Selling economic fantasy

_to avoid dealing with reality. Then,
they become dangerous, especially

If those selling them have the polit-
lcal or economic power to put
them at the forefront of Issues
which impact on the lives of many
of us with no Improvement in
sight.

cet us start with the govern-
ment as fantasy maker. It is first
indicative of the desire to please
the populace that the Prime Min-
ister, the Ri. Hon. Percival Patter-
son should use a party conference
to tell the nation that the country
was successful In meeting the IMF
financial indicators for June (or In
the )Hngua franca, passing the IMF
test).

News

Never mind that such news
should be announced as Minister of
Finance In Parllament and not on
the party platform, but if the IMF
targets were off, by even one mac-

ro-economic Indicator, one would
have been inundated with warnings
that IMF tests are not significant
and that re-negotiation Is already
underway to secure a new
agreement with new parameters. It
seems that if the news is good then
we must shout it, but if it Is bad
then the silence is indeed golden.
We, need to level with the country
as early as possible and stop prac-
tising public relations while in of-
fice or the disillusion that is grow-
ing will spread even wider.

The opposition by contrast
needs to stop harping on its glori-
ous past since It seems to believe
that this will re-elect It to office. A
new set of voters need to be con-
vinced that It can provide the right
political structure to achieve eco-
nomic growth at most levels since
those who were around In 1989
realised that
better, hence why it was voted out
of office.

Neither sulking nor pointing to
what you did in the past is likely to
persuade most people that a
change makes any sense. Sharp
criticlsm from opposition shadow
ministers may sound nice, but It
does not tell us how to avoid the
deterioration in the health services
or, if they were to be elected in
future that they would reverse
lsome of the policies they now crit-
cise.

A case In point Is the cost-shar-
ing of secondary school fees for
public schools.Glven the political

its record was no-

record for broken promises, would
the opposition make a sworn
promise to remove such fees. |
think not, so let us not waste hot
air on a non-issue.

Systems

What is true here Is also true for
the health sector. It may be good
politics to criticise health or justice
systems but working conditions
continue to deteriorate and work-
ers refuse to stay amidst such
problems hence the shortage ot
qualified technologists, court sfe-
nographers, and several other pub-
llc servants.

Finally, we turn to the leading
lights of the private sector. One
would think, from their pronounce-
ments on so many issues, that the
private sector has played a passive
role In many of the economic prob-
lems that now beset us. In truth,
they are major players and are
quick to claim success for what
works and disclaim what does not.
Some of the present problems with
the foreign exchange rate and the
Imported goods flooding some do-
mestic sectors have to do with
competing interests within the pri-
vate sector playing sympathetic
government officers for their own
bottom line. Every couniry has
problems, but each of us have to
glve a little and take a littie to
make it work on behalf of all.
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Budgef deflcn‘

AMAICANS wlll not be

called on to pay more taxes
i o meet the $2 biilion Increose :

in the 1993/94 Budget.

This is the word from the Mln-
ister without Portfolio In the Min-
istry of Finonce, Dr. Omar Daviles,
who said revenves are in ploce to
deal with the Increase without

going to taxpavers. .
" "He 'explained that” the highér

than prolected revenuves and tar-
gets, set as part of the programme
with the international Monetary
fund (IMF), will take care of the
deficit in the Budge?.

Dr. Davies spoke Thursday, Oc-
tober 8 at the quarterly luncheon of
the Jamaica Exporters Association
(JEA) at the Wyndham Hotel, New
Kingston.

On September 20, he announced

that the $40 billion budget pre-
sented by former Minister of Fi-
nance Hugh Small would be in-
creased by $2 billion. This was
blamed on inflation, a devaluing
dollor and revisions of the tax
package which was announced in

_June,

In light of the adjustments,
Leader of the Opposition Edward
Seaga said the Government would
be going to the public soon with a
new tox package in a bid to secure
revenue to deal with the shortfall
in the Budget.

Dr. Davies saild Mr. Seaga's
claim was not true. “Very little
attention has been given to the fact
(that) 1 also indicated that the new
level of expenditure would be com-
pletely taken care of by higher
than prolected revenues and the
targets which had been established
as par' of the lMF (ogreemenf)

o .-n 3

would be met

o -:"nu o

“Whilst a grem deal of oﬂenﬂon

P

has been focused on the fact that °

‘the_changes which had been made

tfo the fax package will Ipove
eroded our revenues, very few

have realised that there are certain |

|

... developments to balance that

negative impact.”

" According to him,’ the Govern-'rf

ment is now In a position to quanti- ;

fy the results of the adjustments
made to the Budget. They include:
® On the negative side — a loss of
about $450 million resulting from
the adjustment to the tax mea-
sures;

@0n the positive side — in terms of
- basic tax revenue, the Government

now projects a gain of about $1.9
billion above the originol projec-
tions which were tabled in the
House in June;

® Some $370 million above the
initial estimates presented in June
is expected from the bauxite levy
and;

@ Another $200 million is expected
above the projected figure in terms
of external grants.

Dr. Davies said: “The sum total
of those additional revenues above

and bevond the projections con-

tained in the June budget is ap-
proximately $2,500 million. When
this is combined with the lower
than prolected intake from the tax
measures, the net effect Is an in-
crease In revenues of Just over $2

billlon, thus covering the additio-

nal expenditure.”

e A, L

-$200 million shortfall
~in sugar production -

By Regmald Allen
Gleaner Staff Reporter

AMAICA s expected to
import about 45,000 tons
of sugar this vyear to
meet the shortfall in produc-
tion caused by heavy rains In
May. ..
Locol suoor production will fall
short of the 235,000 tons largeted

« for the current crop. The Industry

has lost an estimated $200 million
due to the fall-off In production.
However, up to Tuesday, August
17 the local sugar Industry pro-
duced 213,000 metric fons of sugar,
slightly overtaking Its revised tar- .
get of 210,000 tons, set after the

May ralns.

If good weather continues .for
the next few weeks, the industry
will produce some 220,000 tons.

This was the word from Mr.
Frank Downle, chalrman of the
Sugar Industry Authority (SIA),
who told The Gleaner that the situ-
atlon proved better than had ear-
lier been forecasted. He sald most
estates are now ending their crop
with only a few expected to contin-
ve up to mid-September.

The Industry Is set to fall just
short of last year's figure of 223,406
tons, and, as has been customary
In recent vears, Jamaica will have
to import refined sugar to meet the
local shortfall, since the major
portion of the local product will be
exported to fill quotas In the Unit-

WG 31/8/93
ed States and the. United Kingdom. .

Approximately 265,000 tons Is
needed to' meet both the local and
export market demands. Jamaica
normally imports about 35,000 met-
rlc tons of sugar each year.

Frome Sugar Factory In West-
moreland, the largest estate, and
Appleton Estate, both ceased pro-
duction In June after producing
64,000 and 19,000 tons respectlvelv
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| JAMAICANS will not .be
; «#called on fo pay more taxes ~
, 1o meet the $2 billion Increase -

in the 1993/94 Budget.

This Is the word from the Min-
ister without Portfolio In the Min-
istry of Finance, Dr. Omar Daviles,
who said revenves are in ploce to
deal with the Increase without
going fo taxpavyers.

"' He” explained that” the highér

than prolected revenves and tar-
gets, set as part of the progromme
with the International Monetary
fund (IMF), will take care of the
deficit in the Budget.

Dr. Davles spoke Thursday, Oc-
tober 8 at the quarterly luncheon of
the Jamaica Exporters Association
(JEA) at the Wyndham Hotel, New
Kingston.

On September 20, he announced
that the $40 billion budget pre-
sented by former Minister of Fi-
nance Hugh Small would be in-
creased by $2 billion. This was
blamed on inflation, a devatuing
dollar and revisions of the tax
package which was announced in
_June,

In light of the adjustments,
Leader of the Opposition Edward
Seaga sald the Government would
be going fo the public soon with a
new tax package in a bid to secure
revenue fo deal with the shortfall
in the Budget.

Dr. Davies sald Mr. Seaga's
claim was not true. “Very little
atiention has been given to the fact
(that) | also indicated that the new
level of expenditure would be com-
pletely foken care of by higher
than projected revenues and the
targets which had been established
as part of the IMF (agreement)
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Revenues fo cover
- Budget deficit .
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" "whilst a great deat of attention
has been focused on the foct that

‘the changes which had been made

to the tax package will have
eroded our revenues, very few
have realised that there are certain
... developments to balance that
negative impact.”

" According to him, the Govern-
ment Is now in a position to quanti-
fy the results of the adiustments -
made o the Budget. They include:
® On the negative side — a loss of
about $450 million resuiting from
the adiustment to the tax mea-
sures;
®0n the positive side — in terms of °
basic tox revenue, the Government”
now projects a gain of about $1.9
billion above the original proiec-
tions which were tabled in the
House in June;

@ Some $370 million above the
initial estimates presented in June
is expected from the bauxite levy
and;

@ Anofher $200 miltion is expected
above the projected figure in tferms
of external grants.

Dr. Davies said: “The sum total -
of those additional revenues above
and bevond the projections con- !
fained in the June budget is ap- @
proximately $2,500 million. When '
this is combined with the lower
than profected intake from the tax
measures, the net effect is an In-
crease In revenues of |ust over $2
billion, thus covering the additio- |

nal expenditure.”

. get of 210,000 tons, set after the

$200 million shortfall
~In sugar production

By Reginald Allen
Gleaner Staff Reporter

AMAICA [s expected to

import about 45,000 tons

of sugar this vyear to
meet the shortfall In produc-
tion caused by heavy rains In
MOV‘ .

Local sugar production will fall
short of the 235,000 tons targeted
for the current crop. The Industry
has lost an estimated $200 million
due to the fall-off In production.

However, up to Tuesday, August
17 the local sugar Industry pro-
duced 213,000 metric tons of sugar,
slightly overtaking its revised tar-

May rains.

If good weather continues for
the next few weeks, the Iindustry
will produce some 220,000 tons.

This was the word from Mr.
Frank Downie, chairman of the
Sugar Industry Authority (SIA),
who told The Gleaner that the sity-
ation proved better than had ear-
ller been forecasted. He sald most
estates are now ending thelr crop
with only a few expected to contin-
ue up to mid-September.

The Industry is set to fall just
short of last year’s figure of 223,406
tons, and, as has been customary
in recent vears, Jamaica wlil have
to import refined sugar to meet the
local shortfall, since the major
portion of the local product will be

exported to fill quotas in the Unit-
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ed States and the United Kingdom. -

Approximately 265,000 tons Is
needed to' meet both the local and
export market demands. Jamalca
normally imports about 35,000 met-
ric tons of sugar each vear.

Frome Sugar Factory In West-
moreland, the largest estate, and
Appleton Estate, both ceased pro-
duction in June after producing

64,000 and 19,000 tons respectively.
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Lving?

THE Caribbean region is a pecu-
liar one in that, being so close to
the United States (US), it has al-
ways been seen as the closest en-
clave politically, economically and
socially to that country.

The predicament that Cuba finds
itself Iin, plus-the US congressional

committee letter to regional lead- -

ers makes this very clear. The US
President's delay In meeting re-
gional leaders Is merely Indicative
of this relationship which classifies

the Caribbean as the US backyard. -

To clarify the above, let us look
at various aspects of this. Histori-
cally, from the US first pursued its
‘manifest destiny' policy, the Ca-
ribbean fitted jtself Into US geo-
politics. Military intervention has
been used where US interests were
felt to be threatened or when it
provided an excuse to discipline
regional leaders who pursue an
agenda that is not closely allied to
that of the the US. The latest of
this was Grenada but it could also
be extended In Panama and
throughout Central America. The
long delay in resolving the Aristide
issue In, Haiti is another case in
point.

Recognition

It has meant that as long as the
regional leaders ruled in supreme
recognition of being good US
friends, then no Intervention was
considered necessary even if such
leaders were undemocratic despots
(and the Caribbean has had many
of these ranging over the decades
— Truiillo, Batista, Duvalier). Any
threat to the political status quo as

by RAYMOND FOHREST

in Cuba and Grenadu (and bv ex-
fension Nicaragua) have brought
those countries to the attention of
the US Pentagon..

The region is the most frequent
area of military infervention in
light it being seen as the US back-
vard, but this is not to suggest that
the US, as a super power, has not
intervened elsewhere across the
globe for the same reasons.Or,
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in the US bac

1hai ihe old Sowet Union did not
-~ ‘exercise the same sort of geo-polit-

‘ical considerations hence their in-
“ terventions in Czechoslovakia and
Eastern Europe to support their
political system.

Cuba now remains the Irriiutino
mosquito on US nose in that you
can see it, but cannot swat it effec-
tively. It is for this reason that
Cuba and any link with Cuba will
stir a.lot passion among US orga-
-nized anti-Cuban factions, more to
the point of emotionalism than log-
ic, as seen In the Torcelli and
friends letter. As long as Cuba
exists, the rest of the region will
remain of interest to the US. But,
when it goes this interest will di-

minish, as Nicaragua and Panama.

are discovering to their chagrin.

Economically the US has also
dominated the region: for trade
(imports and exports); economic
aid support; economic arm-twist-
ing (especially true for Jamaica)

“and transational investment plus

e Stei i Thev Dro.

vide the main bulk of visitors. It is,
therefore, clear -that those coun-

tries who know where their bread .
_is buttered should take special care

to avoid disrupting this arrange-
ment. US businesses have greater
influence than a sovereign state

regardiess of the economic disrup- -

tion they may cause as with the
chicken parts saga, or the various

protective tariff and non-tariff bar- .

riers to successful market penetra-
tion. It Is the greatest irony of the
C.B.l. the US has Increased its
trade surplus with the region by
giving the so—called Caribbean Ba-
sin natlons greater purchasing ac-
cess in the US, while Imposing
stricter quotas on most of the re-
glon's primary exports.

Socially

Socially, the region is seen as

the place to get away from it all

for white sand beaches and blue
seas. No doubt this Is what In-

!.

f
i

fluenced Mr. Clinton to expres',s
surprise that Caribbean leaders
were capable of thinking bevond
relaxing in “paradise. After all,
what problems could they have
when they do not have to worry
about getting a budget through
Congress, or Somalla or Bosnla
Hercegovina or any other world-
shaking matter.

Let them walt, what do they
know . about problems? Poverty

cannot exist in these isles. They

should only clean up their illegal
drug exports to the US. They may
even be begging for restoration of
the aid that was cut, further weak-
ening efforts to reduce their fiscal
deficits. This, no doubt, is some of
the mind-set of our bosom friends.
After all, weren't some Eastern
Caribbean: leaders upset that they
weren't allowed (invited) to go up
to the White House and wait?
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THE acld test of liberalization of
the foreign exchange system Is the
extent to which forelgn exchange

‘flows to the inter-bank system iIn-
creased to satisfy private and pub--

lic sector demand for forelgn ex-
change.~

The exchange rate which should
have given rise to these higher
levels of forelgn exchange Inflows
:should have been established with-

1n the Inter-bank system."

The exchange rate of J$22.20 per
US dollar was fixed by the Bank of
Jamalca (BolJ) after the Butch
Stewart Initiative. Except for the

The exchange rate- system

perlod of May to August 1992, there
was no boost to the flows into the
system.

The exchonue' ra'i'e ﬁus fallen'

from J$26 to J$27 per. US dollar
since May, 1993, but the average
daily Inflows Into the Inter-bank
system Is now a mere 50 per cent
of thelr Aprll 1992 level. They are,

+ In fact, well below thelr Immediate

pre-liberalization level, ‘-

"There ‘has ‘been this dramatic’

fall-off in the daily flows Into the
Inter-bank system desplite the fact
that the BoJ has vlelded on some

of Its recelpis Hotels which pre-

WG 219]83

vlouslv sold d{rectlv to the BolJ
now - sell to authorized dealers.
Part of the proceeds of sugar and

~ banana exports now enter the in-

ter-bank system.

" Daily flows

" The fall-off in the dally- flows
Into the Inter-bank. system has
been accompanied by significant
increases in the daily Inflows into

foreign currency accounts. This is

a continuation of the Immediate
pre-liberalization trend.

Prior to September 25, 1990, pur-
chases by authorized dealers had
declined to average US$2.10 million
per day in September and had been
averaging this low take for .the
preceding two months.

Concurrent with this was a
growth in “A” account lodgements
of almost US$60 million In the cal-
endar year to August. Inflows to

these accounts averaged US$55

million while outflows moved from
approximately 60 per cent of de-
posits to 90 per cent in August,
1990.

The phenomenon, therefore, was

one where a private sector unable’

to satisfy its demand through the
commercial banks, sought to ac-
quire their own resources and to
accumulate their own reserves.

It takes ablect stupldity or gross
dishonesty for anyone to fail to

acknowledge that the commercial

banks were unable then to attract
the requisite supply because of the
Inappropriate exchange rate of-
fered.

by DR. HEADLEY BROWN

<1t Is obvious that in order to
conclude on whether the existing
exchange rate Is appropriate, It
would need to be the case that the
BoJ, Petrolam and private sector
demands are being met by the
system. The exchange rate cannot
be “sticky” at J$22 per US dollar on
J$27 per US dollar if the foreign
exchange Inflows into the system
are inadequate.

Demand

If commercial banks are able to
satisfy the demand for foreign ex-

.change when the demand is made

or reasonably so, then that sector
will have no need to accumulate its
own reserve balances through for-
elgn currency deposits accounts.
Alternatively, if the commercial
banks are unab!e to meet the de-

mand of the private  sector, “the
accumulation of reserves:in for-
elgn currency accounts will contin-
ve and there will be no end to the
bulld-up of arrears within the rest
of the system.

The low average daily Inflows of
foreign exchange into the inter-
bank system, and the continued
accumulation of resources in the
foreign currency accounts suggest
that the exchange rate today is as
appropriate as It was In 1990. Given
the extent to which the foreign
exchange cash gap ‘has widened
since 1990, the clearing rate of
exchange is several times higher in
Jamaican dollar terms than it was
in 1990.

The current position, therefore,
Is that the level of supply of for-
eign exchange In the inter-bank
system has remained grossly inad-
equate despite the fact that lending
rates of interest now average more
than 50 per cent and what is sup-
posed to be a very contractionary
fiscal programme, has been put in
place. As higher Interest rates
maintained for the required effec-
tiveness means economic disaster,
the Inevitability of a significant
near-term devaluation of the Ja-

malican seems fairly obvious.
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AN issue that has excited feminist

groups is that of the difference in

average wages between male and -
female workers. This is true for -

both the industrialised countries,
as well as for the developing ones,
despite high profile public relations
face-cards like the U.N. Decade for *
Women and some attempts made -
by multilateral - organisations to
influence recipient countries to ac-
cept gender equity when It comes
to sponsored programmes.. )
Figures from the International
Labour Organisation (ILO) show
that women's pay continues to lag
behind male pay for comparable

work throughout the world. This is™

despite legisiative efforts to reduce

the disparity in the 1980s as recent

structural changes in labour mar-
kets may lead to wider gaps in the
1990s.

* Figures from the ILO show that
women's pay for full-time work
outside agriculture show dispari-
ties ranging from 51 per cent of
male pay in Japan, to &7 per cent
in Switzerland, to 65 per cent in the
U.S. to 73 per cent in Germany, to
82 per cent in Denmark.

Figures

0.5These figures are even worse
in.many developing countries, with
the Muslim countries showing
some of the worst disparities but
even Jamaica shows labour force
data of with a disparity of 70 per
cent.

Labour markets are never per-
fect and additional reasons for this
wage differential between the
sexes range from historical/social

' roles. dlfferences'ln higher educa-

tional levels (not necessarily true
for the Caribbean); the high risk
and physically-demanding - [obs
done by males; the better use of
trade union organisation by malés;
and whether the job is female-dom-

. Inated or male-dominated because

both males and - females .value
male-dominated |obs higher. !han

‘female-dominated jobs.

Traditionally, due to the influ-
ence of western culture, males
have been conditioned to be the
“breadwinner” therefore implying
that they should earn a higher

. wage to maintain a family. Thisis & = -

why some consider nothing wrong

-if what the male partner. earns

(when both work) is split but what
the female partner earns Is hers
alone. It explains why -the belief
persists that a married woman
does not need as muclt income as a
married man.

Data shows that married males
with children earn more than their
single male colleagues but the op-
posite Is true for females. Single
women earn more, especially if
they are childless. In other cases,
socialisation means that some
women -sacrifice career advance-
ment to cater to family advance-
ment.

Exploitation

On top of this the labour market

exploits the weakest workers,
which is why the biggest gaps are
seen in the markets for domestic
workers, factory workers and se-
curity guards, regardless of wheth-
er they are male or female. Where

. by Raymond Forrest

e exploitoﬂon Is easiest the employ-

er will -seek the cheapest worker

" that can do the work and that is
"why children and women were

pushed out from the major labour
force as industrial changes brought
rises in average pay.

In some - countries, legisiative
efforts have been used to address
the issue of gender wage differen-
tial. 1t has been used in places like
Ontario, Canada for firms employ-
ing more than 100 workers, while
in the U.S. the Equal Rights
Amendment means that special at-
tention must still be paid to women
and minority racial groups in hir-
ing practices to avoid loss of lucra-
five government contracts and
lawsuits.

In the 1990s this has created a
backlash where in times of reces-
slon white males get very upset at
being passed over for jobs or pro-
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motlon ‘because of 5uch Acts. In
Jamaica despite our equality in
law, . practice’ is far different and

little attention .is paid to.the issue i .

although some “of our prominent
female ~ organisations have only

.used the issue where some of their

members seek politicai * promi-
nence rather- than address the

-“bread and buHer gups 1hm affect -

most women.

. In the 19905, with changes o a
i "more flexible- workforce and with

more capital-intensive technology
that reduces physical strength,
along with greater tertiary training
for women there will ‘'be a slow
shift that reduces the gap.- At the

~ same fime, there is widespread

resistance to providing more work-

day care centres and Instituting.

paternity leave (since maternity
Ieave Is already a problem). Em-

off- workers or reduce the: perma-
‘nent type of job’ contrccf that auc:r~
"antees maternity leuve CE

-The worsening unemnlovmenl in

many couniries may also ‘create :

increased resentment as women
advance more academically as s
already being displayed by anti-so-
cial behaviour in young males
from London, to Frankfurt, “to
Kingston. Bearing all of the above
in mind, it may suit feminist
groups to show marginalized
males the advantages of working

with them rather than being active-
‘ly opposed by them.
4

nlovers seeking rnore wuvs fo re-
- duce costs will find it easier to lay -
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