










INTRODUCTION 

n 1985 the Private Sector Organisation of Jamaica published "A Policy
Framework for Economic Development in Jamaica" - a paper which sets out the
philosophical bases.for the policies which the PSOJ believes are essential for the 
long-term economic and social development of Jamaica. In conjunction with this
paper a series of detailed economic analyses in the form of Occasional Papers
have been published subsequently on various aspects of the economy. The
common theme of our publications has been "economic liberalisation".

Over the years these publications have provided the basis of our ongoing policy
dialogue with government about needed economic and social reforms that are
conducive to economic prosperity.

Eventually, in the second half of 1991, government embarked on policies "centred
on a market driven economy based on the attendant strategies of liberalisation,
deregulation and privatisation". In response to these reforms, the PSOJ in
collaboration with the United States Agency for International Development
(USAID) designed and administered a Survey in 1993 on the post-liberalisation
effects which economic policies had on the investment, sales (domestic and
export) and profitability of Jamaican firms. Subjective responses were also
obtained on particular issues as well as on major problems facing firms.

I
\ In this 1994 report we have refined the methodol� the s� introduced 

new sections such as cl!\ assessment of the impact of the North American I:�
('.JV( f 1 \ 

J 
Tolde A�ent ancithtlJnig!@y Rouiia(.G"A'fi)deveiopments on Jamaican 

J! i I:,>' firms. Also, we have expanded the �ope of the.J,JJ.,tY-��er 
VJ f ..., coverage on such topics as labour and equity considerations, policy reforms and
... 1�.j §eetoral analyses� almost all areas of the eoonamy. The Private Sector 

11 Organisation of Jamaica now uses the results of trus·annuaI survey to formulate

<l. �- \C gglic.y mcororneodations which strengthen our policy dialogue with government
and erovide .. useful information for the Jamaican private sector.

( tZ. kv-1 We are therefore pleased to present our members and readers with a second

/11 '\ }vi ,� 
Business Behaviour Smvey of Jamaican firms and hope that you will find it to be'l \;.. F-'.

I 
�a use� �de foJ assessing both macro and micro-economic issues in the

r-"v . b11 
�[amaicaneconomy. 
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I. 

EXECUTIVE 
SUMMARY 

TI;=:ere 

_____ were......,;;;;;;i,25_5 __ firms ____ ... in __ tms___· 
year's Sw:ve.Jl wbirb is simjlar 
o the 250 in Jast year's snn,;ey.
Most of the firms responding 

�c�e from<lpaniifacfurmg)md the 
-ll,aistributive _tra� as was the case last

year. As with the 1993 survey, this
survey coJ:; a �de range of topics

) including in��ent 
� Rerfomwi,ce, and ge#Jptio!!§J!!
! pro�t�facing busines§,es. The main

am===-erence this year was the4ipcorporation of a question dealing
\4i!th the expected impact of NAFfA

V on Jamaican businesses (Question 10 
..... 

b 

on the survey form). The main 
objectives of the survey were 

� a) to uncover new trends; and 
._1b) to confirm the main results from

last year's survey. Figure la and 
Table 1 provide a summary of the 
representation of firms in the survey. 
The major new trends comprise both 
positive and negative aspects. They 
are as follows: 

1. The average lgq,:l oJ;inpestmgnt is inqeasing wginl1£ W,:
large firms, and is expected to decrease in 1995 for smaller
Jirms in some industries, viz the hotel industry, manufac­
turing, and construction.

2. edium and small sized rms are in
pi on o r revenue invested in new technology 
(i.e. re-tooling has a higher priority). 

3. Large distribution firms plan tq increase their invest­
nreiits in manufacturing. 

4. There is expected to be a reduction in the amounts of
investment soing toward mggers and aw�i�ons. 

IJ 5. The Jamaican Stock Market ceased b!f�Z-�VQ�!Jt
source of equity �ta�rins.!YJ!· 

6. Enployment resulting from row investment is expected
1o increase 6g over .3% in 1995. 

7. E;port receie_ts are eeected to decline.
8. Crime and viqlenq; are amoag; tge t'lll '1?Pcepffi ofmgst

businesses, regardless of size.
i9. Firms are becoming more concerned about the 'Fli!1f. of

lffiiiruiJ.jj}pJres, 41 !X.ll'IZJ.i I 

�:.,;,� 

. 1 . 

10. Qzpad='tilisatjon hqsdeclined exFfmt fj�nce 
firms, r especially for smallftrms 4norn 11ily small 
hotels and restaurants). 

11. Jamaican businesses are expected to become (fps lab�
iMensive.

.The survey confirmed the major results form 
the 1993 survey. The most important of these 
are: 

1. Average amounts of investments, in nominal terms, are
expected to continue to trend upwards. However, small
manufacturing firms are trending in the opposite
direction.

2. There is still great optimism about the positive role
exports will play in the short term growth of firms.

3. The USA continues to be the primary exports market .
4. Labour-related problems are perceived by management to

be the chief impediment within the firm constraining
growth. 

5. The dominant concerns for most businesses are high
interest rates, and inflation. There is little concern about
foreign exchange.

6. Commercial bank loans continue to be the most important
source of capital for most businesses.

7. NAFT A remains of little concern to Jamaiazn businesses .
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As with the 1993 survey, this survey attempted to I/ businessmen to rely heavily upon them to
develop a proxy for the trend in aggregate 

U 
solve their most pressin& problems. On the issue

economic outpu.t (Gross Domestic Product). 1bis of effiaency, it .is clear from the survey that there 
proxy is total real sales of firms in the sample. It is is significant inefficiency in the capital sbuctµre pf 
recognised that some 4ouble counting is involveci@� since long term investm�nts are being 
with this measure, since sales from one firm can financed man:uy by short term credit and profits .. 
become the sales �f other firms; value added is ™ coulagive rise to auawdity ero6iem, •. 
the more appropriate measure. However, possibly leading to many bankruptcies. The other 
consid�g. that m�y of �e Jamaican in

. 
�us�es ettiaen<:J:' JSsue con�rns the lac!< of responsiv

] are not significantly mter-linked (except finanaal ess b firms to ma or market s1 , su as 
services and insurance), and·that exports make a ose b · · d hi interes 
significant portion of total sales receipts in the rates. Mergers with, and acquisitions of, foreign 
sample (over 30%), total real sales as an indicatgr � to benefit from NAFTA is n�urrinU<l 
of trends in economic performance is not any significant'degree. Also, with rising interest 
(9_ns1aered such a fuiruiieasute. Tottl ;al sales /f rifes, small and medium�izecl .fnUfs ajE not
receipts fell in 1991, as was the case in the 1993 / J reclucing1neir reliance on debt financing.
·Survey. It showed a recovery post economic . 
liberalization (1991), but is expected to fall again Two maJor recommendations are made. One . 
in 1994 (the 1993 survey shows a similar pattern conc�ort acti��and th� other deals with
of recovery after 1993). Decline in real export A�iven the optimiSm which surrounds 
receipts in 1994 are expected to be the major cause exports at the level of the individual firm, 
of the fall in total real sales. coupled with the 'importance of exports in the 

national development strategy, and the contrast-
Aggregate exports (including tourism receipts) in ing situation of an expected poor performance of
real terms are expected to decline in 1994, after 

,
exports at the macroeconomic level, fgllgw-Yl2 

experiencing growth since 1991. These export studies should be done exclusive! on fi -
results confirm the official statistical reports, which e��rt an O on eir export markets. 
which are based on nominal export values. 

1 
One(!ii�f these studies should be an 

Nevertheless, standing in contrast to these assessment of the _degree of prgparedness o{ 
ggregate results, firms are bettin_g a lot on 

�

xporting firms to adjust to changes i.afke 
�orts beios a si�capt enwiof growth, ' �temal en_yironment (marketing channel 

rade issues, such as NAFTA d. 
'!rrrangements, management mruodedge illld

am� their en usiasm about ew�ts. Qne ompet;�ce,.f!.exibility in production, etc.). 
§:>lanatioo £or •Sis pbeooroenon mav beijit o ¥otFier objective should be a non-subiecave

do not full understand all the ramifications assessment of the factors which contribute to 
and NAFTA for their export o erations. p'r1ce ana the sales volume stabilit.Y. of the ';;ajor

claSSe50�.e. ·,;:;,;X�O....,r...,.ts�t l..iUflSM�-
,..,
. "'"_.,.m, _g�en.i, sii�The major conclusions which can be drawn from ....__""'-a·- ...,..,.� 

this th firms _!:>ci_E_�, soirits, etc . .  · survey concerns e perceptions by · __ ._... -- � 
about their ability to control their destiny, and the Regarding@J.t is �commended that a study 
other concerns the issue of efficiency. Most of the be done to uncover the sources of labour prob-
firms surveyed believe that the major ilJIP"£!i- !ems identified b managem

� � 
survey 

ments to growth and efficiency are factors wbicb (e.g. " oor work habi � atld · e and to
tfe outside of their control, such as interest rates, determine what programmes (in the private and 
iiiflation . e This perce tion ma be of public sectors) can be EUt in mace to improve the b 

i:tterest to policy �akers, ecause they can expect b�ic skills of workers Oiteta� and nume,;acy). 

. z . 
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n. 

DESCRIPTION 
OF SUR.VEY 

1. MAJOR OBJECTIVES

Last year's survey had as the primary goal that 
of determining of the impact of economic 
liberalizati�n on Jamaican businesses. The 
objectives of this year's survey are less 
restrictive. �e major objectives are to uncov�r 

      
developing� and to provide confirmatw.u. 
of the major findings in last year's survey. At 
first a trailer survey was envisaged, which 
would involve .sampling the same firms as were 
surveyed last yea.Ji, This was not feasible, 
however, as it was difficult to re-construct the 
sample owing to the anonymity of the firms 
(which was done to elicit truthful responses). It 
was then decided to take another sample, which 
would be sufficiently 'representative of the 
economy to allow comparison with the results 
of last year's survey. 

An important secondary objective of this year's 
    sjirvey IS jg ctelei:mfueJ'G effects Wfil.ai:"

Jamaican businessmen expect NAFfA and 
GAIT to have on their operations. This was 
included because of the perception by the PSOJ 
and others tha'.t these international trade 
agreem��� have a high degree a£ io6u�e 
�Caribbean regk>n. 

2. SURVEY METHODOLOGY:

//T}le survey meth02olow, is �,!!lethQQ.&>t 
// stratified random sampling, as was done for the 

1993 survey. The original concept for the 
samp�g d�ign was b� '!1· artexpec;ttd 

tst1ffiple of 500 £inns, and would have resulted in 
the creation 33 strata. In this method two 
stratification factors were to be used: indJ,trial 
sect(}{, and finRsize. Three categories of firms 

· are defined based on size. A firm is placed in
the Small category if it employs less than 50
persons (average employment is 25). It is placed
in the Medium-sized category if it employs 50-
199 persons (average employment is 96). It is
placed in the Large category if it employs more
than 200 persons (average employment is 993).
These three classes of firms were then to be
placed in eleven industrial sectors to create the
33 strata (three times eleven).

. 4. 

Given that the actual sample only contains 255
firms, and that there was a fair degree of non­
response to many of the survey questions
(especially on Questions 6 a&b, which deal with
investment), it was decided to eliminate strict
adherence to the original plan of stratification.
Most of the analyses of the data were based
instead on stratification by firm size (Small,
Medium, and ·Large); i.e. three strata, as
opposed to the original plan of thirty three. In
the cases of M&tufacturin� Distribution, and to
a lesser extent �gri��e, sufficient data were 
available to allow analysis of these industrial
sectors by the size of the establishment. The
results of these sub-sectoral analyses are
presented for some, but not all of the questions
(see for example, the results for Questions 2a,
and 10). For some questions (Questions 4, 6a-b,
and 10) the number of strata is larger than three,
since there is sufficient volume of data to allow
greater stratification. In the case of Questions 4
and 10 there are thirty strata (ten industries
disaggregated into three sizes of firms), and in
the case of Questions 6a and 6b there are ten
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Table 2a. 6: 

EST. AVERAGE SALES IN DOMESTIC MARKET, JSMillions 
(DISTRIBUTIVE TRADE) 

FIRM SIZE 1990 1991 1992 1993 1994 (Proi.l 

SMALL 17.92* 57.81* 92.88 110.28 174.40 

MEDIUM 45.33 213.25 343.08 481.43 772.18 

LARGE 918.00# 3797.25# 5960:80# 7214.20# 9825.75# 

• 90% confidence interval exceeds +/- 30%. All others within this limit.
# These averages are not representative of the population of Large firms, as the sample was skewed towards the largest firms.

Table 2a. 7: 

DISTRIBUTION OF EXPORTS(%) 
(95% confidence interval within + /- 15%) 

0TH. 

YEAR CARICOM CARIB. USA 

1990 9 2 53 
1991 10 0 54 

1992 14 0 54 
1993 14 0 57 
1994 9 2 61 

Table 2b: 

PERCENTAGE OF EXPORTS TO SELECTED MARKE1S 

(Interpret results as: Of firms reporting country X as a destination, 
an average of Y% of their exports went to that country) 

0TH. 

YEAR CARICOM CARIB. USA 

1991 46 15 60 
1992 53 26 60 
1993 47 21 62 
1994 44 16 64 

2b) QUESTION 2 b (Pattern of Exports): 

There· were no significant differences in the 
pattern of exports between the sample of firms 
this year, and that of last year. The United States 
remain$ the number one destination for 
Jamaican exports (Table 2a.7), with in excess of 

60% of all foreign exchange receipts coming 
form there. Likewise, there was no change in 
the degree of dependency on Caricom for those 
firms exporting there (Table 2b ). 

OTHER 

UK EEC CANADA 

19 0 14 
19 0 13 
14 2 11 
13 2 10 
15 0 11 

OTHER 

UK EEC CANADA 

26 12 19 
27 16 19 
25 21 18 
24 21 19 

Figure 2.3:

DESTINATION OF EXPORTS IN 1994 

. 10. 
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rO EXPECTATIONS ABOUT THE EFFECTS OF NAFTA ON PRODUCTION 

AND INVESTMENT IN JAMAICA WITH AND WITHOUT PARITY. 

NAFTA is now a fact, parity for the Caribbean is only a possibility. The PSOJ offers you this questionnaire on the assumption that you 
and other managers will benefit from learning what your shared expectations are of the effects of NAFT A on your companies - with 
and without parity. There is also a question about priorities among needed policy reforms. 

(Intended to be easy, this should take under 10 minutes. Most questions ask only for check marks. Great precision is not expected. 
Assume no changes in GSP or EAi provisions.) 

I. First, how do you expect to be affected in 1994 - and in 1996 - by what has already happened (NAFTA and GATT approvals)
if the U.S. does not provide parity for the Caribbean?

WITHOUT � .1.iS§ 
VALUES 

OF 
PARITY: 2 4 

WITH 
PARITY: 3 

A. do you expect that your sales volume
( quantity) will be
001 X less than 
002X the same as 

it would have been without NAFT A and GA TT? 

A-1 If you expect a reduction, do you expect
it to be (in quantity) 
01 OX over 25% 
011X 11-24%
012X 1-10%

A-2 If you expect a reduction in sales quantity,
do you expect employment will be less 
020X by about the same percent? 
021X by more 
032X by less 

B. do you expect that the dollar prices you will
receive (for your exports, if you export)
030X will be less than 
031X the same as 

they would have been without NAFT A and GA TT? 

B-1 If you expect price reductions, do you expect
they will be over 15% 
040X 6 - 15% 
041X 1- 5% 

C. do you expect that your investment In addi­
tional production facilities
050X will be less than 
051 X the same as 

it would have been without NAFT A and GA TT? 

C-1 If you _expect a reduction, do you expect it will
be (in$ value) 
060X over 50% 
061X 26-50% 
062X 1-25%

D. Impact on your worker training programme ... ?

(WITHOUT NAFTA & GATT (WITH NAFTA & GATT 
WITHOUT PARITY) PARITY} 

During 1994 During 1996 During1994 During 1996 

During During 
1994 1996 

II. Policy reforms are being proposed in many areas: for example:

0810 

0820 

0830 

0840 

0850 

0700 D-1; Positive; 071 O D-2 Negative; 0720 D3 No Effect

Banking deregulation with fiduciary protection: 

Tax equity and efficiency: 

Financial sector deregulation with fiduciary protection: 

Provision of secondary education: 

Pension law revision 

Rank 1-6 0860 

. 37. 

Other _______________ _ 

List the other reforms you believe would contribute most to strength­
ening your industry as an employer in Jamaica. Then among all the 
reforms listed, number them from 1 to 5, with •1 •, the most important 
reform needed; •2•, second most important, etc. 




