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PREFACE 

Since the writing of A Policy Framework/or Economic Development in Jamaica, government has 
accelerated its economic reform programme in a number of areas. These particular initiatives are 
worth mentioning, because these 'structural adjustments' or 'market oriented reforms' are consistent 
with the major policy recommendations of this document, and because they now broaden the 
framework within which to assess the progress of economic reforms in Jamaica. 

The most significant of these reforms relates to the almost complete removal of the exchange control 
regulations which took placeonSeptember23, 1991. The change ineffect established afreefloating 
exchange rate with the rate of exchange of the Jamaican dollar being determined by the buying and 
selling rates of the commercial banks. Anyone is now free to hold foreign exchange in a bank inside 
or outside of Jamaica and there are no restrictions on individuals moving money out of the island. 
There is also no compulsion on any earner of foreign exchange to sell same to the Bank of Jamaica, 
who must now buy hard currency in the open market. 

The only restrictions which exist at present are: 

.1. A requirement that only licensed dealers may purchase or sell foreign exchange; 
2. Local financial institutions (including insurance companies and pension funds}

must match their Jamaican liabilities with Jamaican assets.

In October 1991, the government introduced a value-added tax called the General Consumption Tax 
(GCI). This tax has been slated for implementation for some time but had been repeatedly 
postponed. Its introduction will go a far way in shifting the burden of taxation from production to 
consumption and as such will encourage the expansion of production. Despite initial uncertainty and 
confusion, the implementation of this new tax seems now to be proceeding fairly smoothly. 

Final I y, most of the remaining government subsidies have been removed and most goods and se1Vices 
are now reaching the market at their economic cost. This will remove many of the price distortions 
in the economy and this initiative forms part of government's commitment to reduce the fiscal deficit 
to0.5%ofGDP in the 92/93 financial year. The latter is a most worthy objective which we sincerely 
hope will be achieved in the time frame set out. 

The majority of the work in this report was carried out ,uuur the dynamic leadership of Joseph Matalon, /o11111!r 
chiiirman of the Economic Policy Committee, who was ably assisted by Joseph Co%,former Director of Economic 
Research and Glenford Millin, staff economist. 
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