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REPORT OF THE JAMAICA NATIONAL WORKSHOP
Kingston and Montego Bay, 20-21 February 2001

Workshops were held in both Kingston and Montego Bay to discuss the findings of the Jamaica country
assessment. They were attended by senior government officials and members of civil society, academia
and the business community.

The assessment praised Jamaica’s success in attracting significant levels of FDI, but noted that real
growth rates have only averaged 0.1 per cent over the last decade. This is because interest rates have been
kept high by a huge debt burden and fiscal deficit. High interest rates have in turn restricted domestic
investment, dampening the island’s entrepreneurial energy. Moreover, they have led to an appreciation in
the exchange rate, encouraging imports and discouraging exports. Policy makers therefore need to tackle
the debt problem and foster macroeconomic stability and fiscal discipline.

At the same time policy-makers should promote the small and informal business sectors, which atre
ideally placed to bring about economic growth, through increased competition, the development of new
products and services, the exploitation of e-commerce opportunities, and the exploration of new sectors.
Local entrepreneurs are also seeking policies to assist increasing flows of outward investment.

School enrolment at primary and secondary levels is good relative to other countries in the region.
However, higher education enrolment stands at only 4 per cent. With rising global educational rates,
Jamaica needs to develop a passion for education to remain competitive. Training workers in customer
service and marketing will bring long-term benefits to the tourist trade.

Less competitive sectors are likely to see major job losses, and support nets should be set up to prevent the
victims of reform efforts from falling into long-term poverty traps. Demographic changes have led to an
unusually large number of workers relative to dependents. However, coupled with a high rate of emigra-
tion by the well-qualified, this has resulted in increased urbanisation, fragmented families and a rise in
crime. With the potential costs and perceptions of crime so significant as to threaten growth, preventive
action in this area is an important first step towards tackling poverty and strengthening Jamaica’s image.

However, emigration in itself will not harm the economy. Studies have shown that the remittances,
mainly from the US and UK, make up for lost tax revenue. Jamaica needs to sustain its human develop-
ment achievements. Along with sound macroeconomic management, the island needs to build on its
traditional strengths like tourism by secking out new sectors and business innovations, injecting new
skills, such as IT, into the economy, and fostering alliances with international producers and distributors
to facilitate these changes. Furthermore, such reforms must be communicated effectively in order to
build the necessary political capital to help deliver change.

Overall, the country assessment and national workshops have contributed to raising the capacity of
Jamaican people, institutions and enterprises to cope with issues related to globalization. It is intended
that the points identified will form an input to Jamaica’s action plan.
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OVERVIEW

BACKGROUND

1. This paper presents results from the Jamaica Country Assessment Study, which is
part of the UNCTAD/UNDP Programme on Globalisation, Liberalisation, and Sus-
tainable Human Development in Jamaica. It draws together work from country papers,
meetings, interviews and other sources to present an overview of Jamaica’s current devel-
opment position; an assessment of how Jamaica should react to globalization; and a
discussion of how Jamaica can achieve the ultimate goal of the development process:
sustainable human development.

2. The paper analyses Jamaica’s position in light of an analytical framework devel-
oped for the UNCTAD/UNDP Programme by Agosin and Bloom (2000). This frame-
work identifies three overlapping and interlinked policy spheres. Sphere One covers inte-
gration into the global economy and the liberalization of markets; Sphere Two addresses
the needs for economic growth; and Sphere Three concerns sustainable human develop-
ment. The framework argues that only a balanced portfolio of policy interventions in
each of these spheres is likely to yield mutually reinforcing and positive results, creating
a “virtuous spiral” as growth in one area leads to gains in another.

SPHERE ONE: LIBERALIZATION AND JAMAICA

3. In the 1990s, Jamaica liberalized its economy to a great extent, with both of
Jamaica’s major political parties advocating basically liberal policies. Significant foreign
direct investment (FDI) has been attracted. Jamaica has stepped up its involvement in
the Caribbean Community and Common Market (CARICOM), and the proposed Free
Trade Area for the Americas (FTAA) offers significant access to new markets. Simultane-
ously, however, Jamaica is losing its privileged access to European Union markets, and
its primary goods (mainly bauxite, sugar and bananas) look increasingly uncompetitive
in world markets.

4. Jamaica’s macroeconomic policy has made achieving low inflation a priority. How-
ever, a fiscal deficit and a huge debt burden have kept real interest rates high, while the
exchange rate has tended to appreciate. The result is an economic environment that has
encouraged imports and discouraged exports, making it hard for Jamaican business to
take advantage of the opportunities liberalization offers.

www.globalprogramme.org/jamaica
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SPHERE Two: EcoNoMIC GROWTH

5. Following an economic boom in the 1950s and 1960s, Jamaica has struggled to
achieve economic growth. Real growth rates averaging 0.1 per cent of gross domestic
product (GDP) throughout the 1990s compare pootly with rates among many of Jamai-
ca’s Caribbean neighbours, other middle-income countries and the global average. Lib-
eralization has not, as yet, delivered the expected economic benefits.

6. Several decades of consistently poor productivity, particulatly in manufacturing
and services, lie at the heart of the economy’s malaise. This finding is of particular
importance given the rapid growth in the importance of these sectors. New products and
services need to be developed, and new sectors explored. As well as increases in produc-
tivity, economic growth needs competition. “New-breed” enterprises, survivors from the
rigorous 1990s economic climate, small businesses and the informal sector can all con-
tribute.

7. Growth requires macroeconomic stability and fiscal discipline. There is little scope
for increased tax revenue, although further privatizations are planned. The credibility of
Jamaica’s policy-makers and institutions will also be crucial in reassuring international
and domestic audiences.

SPHERE THREE: SUSTAINABLE HUMAN DEVELOPMENT

8.  Jamaica’s human development indicators are relatively positive. The population’s
health is good relative to that of comparison countries. Although spending on public
health is static, the area of private health care is growing. HIV/AIDS is currently at
relatively low levels in Jamaica and eatly action in this area now would be highly benefi-
cial, in particular considering the future costs of inaction.

9. In the schools, pass rates in basic English and mathematics are rising from previ-
ously poor levels, and enrolments at the primary and secondary levels are good relative to
those of comparison countries. Dropout rates after secondary education are extremely
high, though, and tertiary enrolment rates are barely 4 per cent among 19- to 24-year-
olds. Jamaica has made a number of efforts to support training, although the quality of
such training is variable.

10.  Demographics offer a potential opportunity to Jamaica as a “baby boom” creates
a period with an unusually large number of workers relative to dependents. There are
also demographic pressures, including increased urbanization and fragmenting families.
Emigration further complicates this picture, as large numbers of often well-qualified
Jamaicans leave the island.

11.  Poverty levels have improved, but this trend is unlikely to be sustainable as pres-
sure grows on less competitive sectors. Major job losses in the next decade appear likely
and will create a demand for improved labour flexibility and possibly contribute to an
increased crime rate.

12.  Economic growth is needed if a country is to replenish its human and social
capital. Jamaica is nearing a point where, in the absence of economic growth, serious
questions will be raised about its ability to sustain its human development achieve-
ments.

Progress and Challenges for Jamaica



CoNCLUSION: STRATEGIC POINTS OF ENTRY

13.  Jamaica must develop its own responses to the unique combination of threats and
opportunities it faces, and concerted action will be needed across all sectors in order to
achieve this. A vision for Jamaica’s future needs to be developed and communicated to
help build the necessary political capital to deliver change.

14. Increased productivity, especially in manufacturing and services, is vital, as is
continued fiscal discipline in managing the debt. Easing interest rates would stimulate
domestic investment and help leverage Jamaica’s entrepreneurial energy. Jamaica will
also want to seek out new sectors and business innovations. Information technology will
brings benefits here, in addition to its proven ability to inject new skills and technology
into the economy. A pro-growth policy must therefore be the major priority of govern-
ment.

15.  As global educational standards keep rising, Jamaica will need to develop a na-
tional passion for education in order to be competitive. For those outside the educa-
tional system, high-quality training brings fast gains. In the same vein, in order to build
on its undoubted strength as a tourist destination, Jamaica will want to step up a gear,
particularly in customer service and marketing;

16.  The potential costs of crime, and perceptions of crime, are significant and threaten
growth, as does HIV/AIDS. Jamaica’s current HIV/AIDS infection rate is under 1 per
cent, but keeping the problem in check will demand concerted action.

17.  Finally, Jamaica is a small island with high levels of global “brand recognition”.
Nurturing this asset into a world-class identity and brand will require developing a
national vision for a 21*-century Jamaica, and then careful management and marketing
to project that image worldwide.

www.globalprogramme.org/jamaica
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l. INTRODUCTION

A. BACKGROUND: THE UNCTAD /UNDP PROGRAMME

18.  This paper has been prepared in connection with the United Nations Conference
on Trade and Development (UNCTAD) and the United Nations Development Pro-
gramme (UNDP) joint Programme on Globalisation, Liberalisation, and Sustainable
Human Development. The central objective of this Programme is to explore the connec-
tions between globalization, liberalization and human development and their implica-
tions for international development policy, strategy and practice. Agosin and Bloom
(2000) describe an analytical framework that has helped guide much of the work done as
part of the Programme. Country assessment studies apply this framework to individual
national policy environments. The aim is to inform debate about the opportunities and
threats a country faces within the global economy, and to reflect on the likely impact of
policy decisions on citizens” quality of life.!

19.  The Jamaica Country Assessment Study has several elements. Country papers
provide an analysis of

- The nature and development of Jamaican trade (King, 2001)
- Foreign direct investment in Jamaica (Mugione and Castillo 2001)
- The state of human development in Jamaica (Henry-Lee and Alleyne 2001).

20.  This paper, Globalisation, Liberalisation and Sustainable Human Development:
Progress and Challenges in Jamaica, draws on the country papers, statistical analysis of
economic and social data from a variety of sources, and insights from a number of
interviews with senior domestic and international figures from Jamaican government,
business and civil society. The paper:

- Provides an overview of Jamaica’s current development position;

- Assesses strategies that Jamaica can develop in order to deal more effec-
tively with the adjustments demanded by liberalization; and

- Discusses how Jamaica can manage its integration into the global economy
in a way that both enhances human development and uses high standards of
human development to facilitate economic growth.

www.globalprogramme.org/jamaica
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B. BAckGROUND: THE UNCTAD /UNDP FRAMEWORK

21.  This study adopts the framework developed in Agosin and Bloom (2000) that
links globalization, liberalization and sustainable human development.

22. It is based on the observation that a passive policy of liberalization has generally
failed developing countries.> While most developing countries have adopted increas-
ingly liberal strategies of economic development, many have failed to experience the
benefits that liberalization promised, and, as a result, the gap between rich and poor
countries has continued to grow. There is a growing consensus that aczve policies are
needed if developing countries are to turn the opportunities of liberalization into tangi-
ble, widespread and long-lasting benefits. This consensus reflects the realization that
liberalization poses threats to the economic and social development of small and vulner-
able economies, at least in the short to medium term. These threats may translate into
adverse impacts on the society as a whole, or on particular groups as, for example, an
industry proves non-competitive within the global marketplace or poverty rates rise due
to a faltering macroeconomy.” Active policies therefore aim to support and manage the
liberalization process in the expectation that rewards will come to those who deliberately
work to make the most of globalization, rather than passively waiting for the markets to
deliver automatic benefits.

23.  The framework consists of three partially overlapping policy spheres (Figure 1).

F1GURE 1: OVERLAPPING POLICY SPHERES

Liberalization

Consistent
economic
growth

Sustainable
human
development
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- Sphere One covers integration in the global economy and liberalization of
markets. It includes policies to facilitate cross-national trade and investment flows,
as well as the national macroeconomic policies needed to manage the process by
which an economy is integrated into the regional and world economies.

- Sphere Two covers the need for economic growth. It includes policies to
facilitate capital accumulation, enable the growth of the labour force, and im-
prove total factor productivity.

- Sphere Three covers sustainable human development, seen as the funda-
mental goal of the development process. This concerns both human develop-
ment, which focuses on the capacities and roles of people within society, and
social capital development, which expands human capital’s focus on individuals
to explore the importance of relationships between people. This sphere includes
policies to promote health, education, innovation and enterprise, democracy, en-
vironmental protection, human rights, gender relations, and the potential ben-
efits of demographic change.

24.  The framework works from the assumption that democratic governments need to
pursue a balanced policy portfolio, since confining policy action to a single sphere is
likely to deliver disappointing results. It is difficult for small economies to achieve stable
and robust economic growth in isolation from global markets for capital, technology
and knowledge. Conversely, liberalization policies impose punitive political costs if they
fail to deliver economic growth. Sustainable human development, meanwhile, is seen as
both an input to and an output from the growth and development process. Wealthy
societies can afford more sophisticated health and education systems, for example, but
health and education (along with many other facets of human and social capital) are
crucial to economic performance, a fact that is now fairly well established in the empiti-
cal growth literature (Barro 1990; Bloom and Canning 2000a and 2000b; Task Force on
Higher Education and Society 2000). The presence of necessary skills is also important
for attracting the technological gains that come with foreign direct investment. As the
World Investment Report of 1999 noted: “In the absence of rising skills and capabilities
generally, it would be too costly (for foreign investors) to import advanced technologies
and complex, linkage-intensive operations” (UNCTAD 1999b).

25.  The complex relationships between liberalization, economic development and
sustainable human development lead to the possibility of virtuous spirals, where gains in
one sphere create corresponding gains in the others. Conversely, vicions spirals are also
possible, whereby a society becomes locked into a self-reinforcing decline across multiple
economic, human and social development indicators. In less serious conditions, stagna-
tion is also possible — for example, where a lack of skills inhibits a country’s competitive-
ness, or economic mismanagement leaves a country unable to capitalize on positive
human development indicators. Policy-makers must therefore aim to trigger virtuous
spirals and must act decisively to address serious deterioration in any policy area before it
leads to a vicious spiral. They must also be alert to imbalances in their policy portfolio,
since neglecting any single policy sphere is likely to compromise long-term gains in the
others.

www.globalprogramme.org/jamaica
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26. However, the need for balance does #of mean governments should attempt to act
on too many fronts. One of the biggest problems for governments is the loss of credibil-
ity they suffer when they fail to keep promises, both to electorates and to partners such
as the private sector, international organizations and civil society organizations. The
liberalization, economic development and sustainable human development framework
encourages governments to look instead for “strategic points of entry,” which are likely
to push virtuous spirals into action. Such points should be chosen where the govern-
ment is confident that it has the capacity to act effectively and deliver on promises.
When the first benefits are realized, it is then possible for the government to move into
other areas of the policy portfolio. According to Agosin and Bloom (2000): “Balance . .
. is most practically achieved as a dynamic process, rather like the way that a cyclist stays
upright by continually adjusting to a permanent state of disequilibrium.”

C. BackGROUND: THE UNCTAD /UNDP JamaicA COUNTRY ASSESSMENT
StuDY

27.  Inawortld where the forces driving (and opposing) liberalization and global eco-
nomic integration are increasingly international and beyond the control of all but the
most powerful nation states, this framework of interrelated policy spheres offers a fresh
perspective from which to understand the challenges faced by Jamaican decision-mak-
ers. It places great emphasis on the premise that the benefits of globalization must be
delivered to the Jamaican people within a reasonable time-frame, even if costs must be
borne in the short term. It also provides justification for the judicious use of “safety nets”
to protect people against what can be wrenching economic adjustments, although these
safety nets should be structured to open up new opportunities for people, rather than
just to support them in near-poverty. For small, vulnerable economies, globalization can
proceed as in the old medical joke — “operation success, patient dead” — but it is in no-
one’s long-term interest that this should be so.

28.  This paper explores each of the three policy spheres in turn. It describes the devel-
oping relationship between the Jamaican and the global economy, focusing on the in-
creasingly liberal trade and investment climate. It examines Jamaica’s historical economic
performance and asks whether liberalization has delivered the expected economic ben-
efits. Finally, it looks at human development in Jamaica, exploring how policy decisions
have affected Jamaican quality of life and examining the impact of human development
on Jamaica’s prospects for economic growth and its competitiveness within the modern
global economy. In general, the paper treats the global system as exogenous and explores
how Jamaica can make the most of its opportunities within the current system, although
some discussion is included of Jamaican efforts to lobby for and negotiate reforms to
make the system more responsive to its needs.

29.  The paper’s descriptive analysis highlights the risky environment in which Ja-
maica must operate. Although some indicators are positive, many are negative, and the
result has been a gradual decline in the country’s economic competitiveness, as evi-
denced by a stagnant per-capita GDP and productivity levels that often lag substantially
behind those of competitors. Lack of economic growth now threatens Jamaica’s human
development achievements, while improved human development is vital if the country
is to seize higher-value economic opportunities. Failures in both the economic and hu-
man development spheres, in other words, have contributed to Jamaica’s failure to reap
significant benefits from growing liberalization. As a result, Jamaican policy-makers face
limited options as they struggle with a crushing debt burden while attempting to pro-
mote growth; improve health and education; tackle deep-rooted social problems such as
crime, endemic unemployment and social exclusion; and maintain the confidence of the
international financial community.

Progress and Challenges for Jamaica



30.  The paper concludes by encouraging policy-makers to maintain a holistic pet-
spective, balancing policy action across the three spheres; while also focusing on the need
to increase confidence in the effectiveness of Jamaican policy by “selling” policy intet-
ventions to all sectors of society as well as to international audiences. The importance of
delivery implies that policy-makers should search hard for the “strategic points of entry”
where policies are likely to be successful, and where the fruits of success are likely to open
up further options for action. Generally, these strategic points of entry will be in areas
that historically have been neglected and are thus acting as a drag on the effectiveness of
the rest of the system. Bold action will therefore be needed, with interventions that are
not just technically sound but backed by committed leadership. Such leadership will
help build confidence and an expectation of success, and, just as stagnation in Jamaica
has led to further stagnation, so can success lead to further success.

NoOTES

! For a more detailed analysis of quality-of-life issues, see David E. Bloom, Patricia Craig and Pia Malaney,
The Quality of Life in Rural Asia, Oxford University Press, forthcoming 2001.

* Liberalization refers to the lowering of trade bartiers and other policies designed to inctrease connections
between a national economy and the global economy.

3 Along these lines, Jamaica’s Prime Minister P. ]. Patterson is quoted as follows by The Daily Observer
(February 17, 2001, p. 7): “The impact of globalisation on the lives of people of the developing world must
not be ignored. For some countries, market-driven policies have resulted in social upheaval, since they lack
the safety nets which were long before in place in the industrialised world. For others, naked competitive
market forces will irreparably damage their industries, undermining their economies and destabilising
their societies. ... The message which was transmitted at Seattle must not be forgotten. People must be at
the centre of our thoughts as we negotiate accords which impact on their lives.”
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Il. LIBERALIZATION: JAMAICA AND THE
GLoBAL Economy

A. OVERVIEW: SPHERE ONE

31.  According to King (2001), “the idea of a liberal trade and investment climate is
meant to suggest the fullest participation in the international economy.” Greater open-
ness to trade is believed to offer smaller economies the chance of achieving fast rates of
growth, allowing them to benefit from both increased export earnings and the transfer of
technologies that help improve productivity. Policies to achieve openness include:

- Liberalization of trade, where tariffs, subsidies and non-tariff barriers to
trade are reduced or eliminated;

- Liberalization of foreign direct investment, with overseas investors allowed
(and encouraged) to acquire long-lasting management interests in domestic en-
terprises (OECD, 1996);

- Freeing of non-FDI capital flows, which permits international investment
to supplement limited domestic capital markets; and

- Macroeconomic adjustment in order to increase international competitive-
ness and create conditions conducive to the effective operation of the private
sectof.

32. In recent years, Jamaica has implemented many policies that have significantly
opened its economy. Trade barriers have been lowered, the country has moved towards
closer integration with regional trading blocs (such as CARICOM) and the flow of FDI
has significantly increased. This section explores these issues and asks what policies are
needed to continue the process of managing Jamaica’s relationship with the global
economy.

B. TRADE LIBERALIZATION

JAMAICAN TRADE

33. The importance of trade to Jamaica cleatly illustrates the strength of Jamaica’s
links to the global economy. Over the past decade, its annual trade flows (exports plus
imports of goods and services) have typically equalledor exceeded its annual GDP (see
Table 1). Indeed, in 1999, the most recent year for which data are available, the ratio of
trade flows to GDP was roughly 1.14 (see Table 2)." This is significantly higher than
the average ratios for low- and middle-income countries, which are 0.59 and 0.56 re-
spectively.”
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Traditional exports

34. “Traditional” Jamaican exports are mainly primary goods (see Table 3). Exports
of these goods accounted for more than 60 per cent of Jamaica’s merchandise export
earnings in 1999. Of these traditional exports, bauxite/aluminium is by some way the
most important, accounting for just over half of Jamaica’s exports in 1999. Exports of
sugar (7.1 per cent) and bananas (2.4 per cent) are also important. Globally, Jamaica is
a major player only in bauxite, with a 9 per cent share of the market. Its global shares for
sugar (1 per cent) and bananas (0.6 per cent) are considerably smaller.

Non-traditional exports

35.  The share of “non-traditional” exports (i.e. non-primary goods) has increased in
recent years and represented about one-third of all merchandise exports in 1999 (com-
pared to about one-fifth in 1990). Much of this increase was initially due to the rapid
expansion in exports of stitched garments in the Free Trade Zones (King 2001, Mugione
and Castillo 2001). In 1995, apparel exports peaked at 19 per cent of all merchandise
exports; by 1999, they had fallen to 13 per cent. Meanwhile, non-traditional non-ap-
parel exports — such as manufactured products, beverages, tobacco, processed foods and
the like — have grown from 14 per cent in 1990 to account for a fifth of all merchandise
exports in 1999.

Tourism

36.  Tourism, another key source of Jamaica’s foreign exchange earnings, is by far the
largest foreign-exchange-generating sector in Jamaica, with its gross foreign exchange
receipts almost equalling the earnings from all merchandise exports. Table 4 presents
data on foreign exchange earnings, tourist arrivals and occupancy rates in Jamaica from
1980 to 1999. Over that period, tourist arrivals more than quadrupled. Moreover, tout-
ism receipts of foreign exchange in the 1990s grew at a much faster rate (67 per cent)
than merchandise exports (7 per cent). During this time the tourism sector als