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CHAPTER % IDENTIFYING MARKET
FAILURES

A. GOAL OF PSD IN JAMAICA

Vision 2030 Jamai c a-teimsnatibnal elevelopment planywiisprofluced s t |
through extensive collaboratidretweenthe Government of Jamaica (GOJ), the private sector
and other civil society groups, and thus largely indicates shared societal perspactves
objectives The planaims to put Jamaica in a position to achieve developed country status by
2030. It seeksto redefine the strategic direction for Jamaica, moving the country from

6dependence on the | ower forms of capitalé
capitalé cultural, human, k nowllinpdrtamly, disiod i ns
2030 acknowledges that the central challerigeing the countryis to, inter alia, 6 cr eat e t
conditions in whiché productive enterprises

Vision 2030 Jamaica has a c | etleerconditiond and meapse | | |
by which firms and individuals in the country will create wealth with ewereasing levels o

productivity that eventually compare favourahb

(Vision 2030 Jamaica).

The early acknowledgement in the national development plan of the role of productive
enterprises, speaks to the primacy of private sector development in the Jamaican planning
process. Ensuring that the economy is prosperous is one of only four national goads¢hat h
been outlined in this plan. The national outcomes associated with this goal are instructive, and
include:

A stable macrageconomy

An enabling business environment

Strong economic infrastructure

Energy security and efficiency

A technologyenabled socig

Internationally competitive industry structures.

= =4 =4 -4 -8 -1

These outcomekint atthe challenges currently facing the country, which must be targeted as
part of any comprehensive programme of private sector developméet.Vision 2030more
specificallyi denti fi es t he c highlpubledepe bw maluctivity coxlmosd i n g
sectors; fiscal imbalance; anemic export performance; weak infrastructure; poor educational
performance; unemployment among youth (ages24l5/ears) as high as 23.6%; weak
institutions; inadequate transparency and accountability in governance; and a high perception
of corruption permeating public and private sectérs.
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With such a lengthy list of interrelated challenges, identif@rgpecificprimary goal of private

secto development is not easy, and may not even be feadlsivanced productivity, increased
employment particularly among the youth, greater export earnings, and, ultimately, sustained
economic growth with improved livelihoods are all critical and higblyted goals of private
sector development in Jamaica. The current national development plan effectively captures this
widely-accepted broad goal by stating that:

060The <choice for Jamaica to become a deve
irreversible pah to sustainable prosperity by strategically addressing those deficiencies

which impede improvement in our productivity and constrain international
competienesseé

This broad objective is echoed by the Private Sector Organization of Jamaica (PSOJ) which
highlightsstrong, sustainable private sector led economic growth, job creation and development

as the primarygodlThe countryés National Export strate:
it targetsincreased competitiveness of firms and enharneesiness and trade environments as

means to improve export performance, ultimately impacting on economic growth and
employment generation. The draft National MSME Policy envisions a highly entrepreneurial
MSME sector 6whi ch f ue thmugheiecnovationncreativity mra rhighf o r ma
performance

These goals of PSD in Jamaica, however, have to be met in an unusually stringent
macroeconomic environment, characterized by tight fiscal constraints and unsustainable debt
levels. In this contextthe goals of PSD cannot be divorced from those of macroeconomic
stability and political responsibility. This synergy is captured in the current National

Devel opment Plan, which notes that Osustainab
financethe provision of public goods and services over the long term without adversely affecting
the availability of resources to fuel private

In the opening statement of the 2012/2013 budget debate, the Minister of Finance challenged the
Jamaian parliament to purssuch a path He noted that

G the best gift that this Parliament can give Jamaica inSb#h year oindependence is

a NEW AND BINDING COVENANT with tipeople of Jamaica; to achieve in the first

instance fiscalconsolidation anddebt sustainability A covenant that goes further, to

pursue supply side initiatives arsdt r uct ur al reforms to enhanc
competitivenessthus creating an environment in which all Jamaicans can begin to
experience the sustained prospeand sense of well being that thugserved

From the review of public utterances and documentation from both the public and private
sectors, the overarching goal of PSD in Jamaica seems to be increased prosperity for the
citizenry, economic growth créan and employment generatioi his is to be achieveatirough

! http://www.psoj.org/?q=psegconomiepolicy-committee
2 http://www.jamaicatradeandinvest.org/nes/
® National MSME Policy (8 Draft 2011)
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the enhanced productivity and competitiveness of business®s, bolstered by fiscal
consolidation and debt sustainability.

In seeking to achieve this goal, public and private sector Ieddee seemed to coalesce around
the priority areaspreviously identified as national outcomes under the broad rubric of a
prosperous economyThese priority outcomes were echoed by the Minister of Finance (2012),

who noted that thecurrent mediumterm economic frameworkwhile seeking to achieve
macroeconomic stability, should also focus anmore facilitatory businessclimate and
decreasing transaction costs for businesgmser energycosts increasedinflows of FDI;
increasednvestmentby Jamaicans in Jamaicandrapidly improving productivity across all
sectors of theconomy through innovation and entrepreneurship.

6The starting point in creating a prosperous
from which econone prosperity flows. Prosperity is determined by the productivity with which
a nation uses its resources to produce goods and services. The more efficiently a nation creates

products and services that are highly valued and desired by its own citizensthadMoyld, the
more prosperous it wild@l bed (Vision 2030

J ama

The governmentdés PSD efforts thus far have
mediumsized enterprise@MSMES). A comprehensive private sector development programme

(PSDP) was completed in 2009. It was fiveyear technical assistance programme
fundedjointly by the European Union (EU) and the GODhe PSDP had a total budget of

028. 67 mi Hevalopnment bf MEMES. hite broad objective was to:

0 pr o modt impact ron a sustainablasis, Jamaica's overall soegconomic

development, by strengthenitige country's private sectoiThe targeted support that the

PSDP provides to the sector will be crucial in achieving its objectiviheaProgramme
is desiged to increase the sector's contribution to GDspecially the portion that
comes from Micro, Small and Mediueant er pri sés ( MSMEs) . 6

The PSDP focused on addressing the competitiveness challenges that the MSMEs face and

soughtto:

T 61 mpr ov e edoomic endrecnment by identifying aratldressing policy and
regulatorylevel opportunities and constraintsMSME development;

1 Provide firm and sector level assistance to companies in the M&#ri improving
their productivity and competitivenegis grantsthat are promoted and/or administered
by private sector organizatior@d support institutions (PSOsnd

* http://www.competejamaica.com/index.php?action=content&id=286
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1 Strengthen private sector (intermediary) orgations and suppoihstitutions (PSOSs)
with a view to stregthening the ability of thoseganizations to increase the assistance
they provide to MSMES.

Theprogramme was primarily impimented by theJlamaicaPromotions Crporation(JAMPRO)

which worked closely with two otheco-implementing agencies the Private Sector
Organization ofJamaicgPSOJ) and the Jamaica Business Development Centre (JBDC).
Although the PSDP is now completed, the Target Growth Competitiveness Committee (TGCC)
was established as a support component, and was intended to copenagngas a statutory

body. The TGCC was comprised of representatives from government, the private sector, trade
unions, and academiandwas chaired by the Minister of Industipvestment and Commerce.
Under the previous administratiohet Committedocused on

Aa@roundbreakingesearch into competitiveness related issues

A policy lobbying initiatives thatandeek to po
A public awareness of Gcompetitiveness related
Its adhievementsncluded an island wide survey MSMES, policy reports for the MSME sector,

policy proposals relateid nation brandingefforts to enhance the competitiveness ofdiiural

and creative industrieand removal of bureaucratic red taperder to enhance productivity and
competitivenes$.

It is not clear whether the current administration intends to continue with the TGCC. There have
been no other comprehensive private sector development programmes since the completion of
the PSDP in 2009. The EU announced in 2011 that it intended ¢éotake an evaluation of the
PSDP in Jamai ca, to 6determine what had been
The results of that evaluation have not yet been made public.

® http://www.competejamaica.com/index.php?action=content&id=286

® TGCC Annual Report (2009)

’ http://www.competejamaica.com/index.php?action=content&id=276
8http://www.jamaicaobserver.com/NEWS/Bb-appraisePrivate SectorDevelopmeniProgrammein-
Jamaica_8671288#ixzz1XxEPWNbaf
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A thriving economy, stablenacroeconomic climate and enabling business environment are
among the most critical prequisites of business success. These are, however, also areas in
which the Jamaican economy has consistently struggled in its receft Haistsection provides
anoverview of macroeconomic conditions in Jamaica. It focuses on domestic and international

economic conditions, the productive structure and the institutional environment in the country.

1. The Domestic Economy

The Jamaican economy has performed relatipelgrly over the past two decadeBuring the

1990s, Jam i craabpsr capita GDP growth was the lowest quartile of countrieand in the
2000s, Jamaicabés average r'adueof 196 countees (Wor® D P
Bank 2003 and 2011). This is illustrated in figure B1.1, which highlights very little growth in
real GDP and GDP per capita, particularly since the early 1990s. Figuran8ic&tes that
Jamai cads ¢ omp o u i dcte bovtlee paxigde 990 te 2000 was oalywit 3%, which

is amongst the lowedobr the regioml and the extraiegional control group countriedn 2010,
Jamaican per capita GDP (at US$7,673) was the third lowest in the region and fourth lowest
when the ext-regional control group countries are considered. As shown in figure B1.3, only
Haiti, Guyana, Namibia and Belize had lower per capita GDP figures than Jamaica.

gr

B1.1- GDP Dynamics
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° Tennant (2011)
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B1.3- GDP per capita, 2010
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Source: World Development Indicators

The recent poor growth performance of the Jamaican economy is highlighteglie B1.4,

where it is shown thatthe economy has not yet recovered from the dramatic reduction in
economic growth between 1993 and 1998. Even though GDP growth became positive as of
2000, this growth has barely offset the decline over the previous four gadreas again been
negative since 2009, witmter alia, the effects of the global crisis being felt.

At the beginning of the 2000s, key contri bu
performance were identified as: adverse weather conditionstiaffethie agricultural sector;
di fficulties experienced in the financt al an

inflationary tight monetary policies; the poor external climate; the increase in real wages; the
cost of crime; and increasing gomenent consumption (World Bank 2003 and Deutsche Bank
2000). However, with poor economic performance continuing in most sectors of the e¢8nomy,
the World Bank (2011) has identified widespread low productivity as the fundamental reason for
Jamai c gdirging édormmipperformance.

B1.4- Growth in per capita GDP (Jamaica)
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Growth in GDP per capita PPP (constant prices, international $ 2005) Jamaica

Source: World Development Indicators

Y60f 46 economic subsectors, only financi al services
percent a year between 1992 and 2008. During that period, 18 subsectors declined, and 19 grew at a rate of less than

2 percent a year. Even Jan@midé s best performing sectorsé underperform
achieved in the rest of the worldd (World Bank 2011).
1 Extracted from Tennant (2011)
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The challenges facing théamaican economy are further elucidated in figure B1.5, which
decomposes the countryds GDP. The first 1issu
consistent and increasing negative external balances in goods and services for much of the past
two decades. When compared with the control group countries, Jamaica is the onlytbatintry

was unable to achieve an external surplus at any point over the past 20 years, and had the highest
deficits througbut the period* Also significant is the facthat Jamaica had similar levels of
investment (gross fixed capital formation) as did the control group countries, but was not able to
achieve comparable levels of economic growtlmvestment levels also decreased over the

review period from 25% of GDmi1990 to 20% in 2010

B1.5- GDP Decomposition |- Jamaica
140.0

120.0
External balance on goods and

100.0 I I services (% of GDP)

80.0 m Gross Fixed Captial Formation (§

of GDP)
60.0

General government final
consumption expenditure (% of
GDP)

m Household final consumption
expenditure, etc. (% of GDP)

40.0

20.0

(20.0) ||

Q
(40.0)8

Source: World Development Indicators

FigureB1.6 highlights the fact that Jamaicaaibighly serviceoriented economy, with services
controlling a large and increasing share of GOFarrespondingly, industry and agriculture are
responsible for small and decreasing shares of economic activity. This is similar across the
comparator countries, with the exception of Trinidad and TobAgo.

As indicated in figure B1.7, the services sestalso provide the largest share of employment in

the country, with women being considerably more heavily reliant on these sectors for
employment than men. A notable discrepancy that occurs in the Jamaican economy relates to the
fact that whereas agridure only contributes a very small share of GDP (6.3% in 2010), it

2 For this analysis, the control group countries were limited to Antigua and Barbudagd@&sri$ingapore and
Trinidad and Tobago, because of data availability. See figuredA.in the appendix.
13 See figures A.5 A.8 in the appendix.
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contributes ondifth of the jobs in the economy, and is particularly important to mesvyiding

employment fomlmost 30% of the mal@orkers.

B1.6- GDP Decomposition II- Jamaica
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Source: World Development Indicators

B1.77 Share of Employment

Share of Employment Share of Employment Share of Employment
- Both Sexes - Male - Female
Ind Agric

7% 9%

Source: Statistical Institute of Jamaica

Due to the low and often negative rates of economic growth, the unemployment rate in Jamaica

has been relatively high, making the creation of jobs a key objective of PSD progfesns.
indicated in figure B1.8,ni the 1990s, the unemployment rate remairedatively stable afor

just above 15%. Since the early 2000s and up to the recent global crisis, some progress had
been made in reducing the unemployment rate to a low of 9.4% in 2007. The rate has, however,
steadily increased since the crisis, and?i® 1 1 a't 12. 8%, Jamai

cabds

significantly higher than those of Barbados (8.1%), Trinidad and Tobago (4N8&tiritius

(7.3%) and Singapore (5.9%). The Bahamas (14%) and the Dominican Republic (14.2%) had

comparable levels of unemployméf

14 See figures A.9 A.14 in the appendix for control group data.
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As hinted atin the examination of the sectoral employment figueesl more clearly illustrated

in figure B1.8 and tables BXB1.3, there is also a notable gender dimension to the
unemployment problem in the countrythe gap between the male af@inale unemployment

rates in Jamaica is persistent and large relative to the comparator countries. As at 2011, the male
unemployment rate was 9.4%, while the female rate was 1619%6.represents a difference of

7.5 percentage points, which is signifitg larger than the gaps for the Bahamas (approximately

0), Barbados (2.6), Trinidad and Tobago (2.7) and Singapore (1.1). Mauritius had a comparable
gap between the male and female unemployment rates of 7.9 percentage points, and only the
Dominican Rephblic had a significantly larger gender gap of 14.3 percentage points.

B1.8- Unemployment Rates Jamaica (%)

25
20
15
10

mmm Unemployment, total (% of total labor force)
— Unemployment, male (% of male labor force)
Unemployment, female (% of female labor force)

Source: World Development Indicators

B1.1- Laba Force Indicators Both Sexes
Indicators 2010 2011

Labour Force as % of Population 14 years & over

Unemployment Rate 12.0 12.8
Source: Statistical Institute of Jamaica

B1.2- Laba Force Indicators Male
Indicators 2010 2011

Labour Force as % of Population 14 years & over m

Unemployment Rate 9.0 9.4

Source: Statistical Institutef Jamaica
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B1.3- Labor Force IndicatorsFemale

Indicators 2010 2011

Labour Force as % of Population 14 years & over

Unemployment Rate 15.7 16.9
Source: Statistical Institute of Jamaica

Macroeconomi c i nstability has contributed
performance by making the domestic business climate relatively unstable and challenging.
FiguresB1.97 B1.11 present three important indicators that highlight the extent of the problem.
The Jamaican inflation rate was very high in the early 1990s and, although decreasing, was
unstable throughout that decade and higher than that of the comparatdriesou The
challenges experienced by businesseseviurther exacerbated by the fact that the eventual
reduction in the inflation rate was achieved through tight monetary policies, which caused
heightened interest rateddditionally, relatively high fscal deficits and the bailut of financial
institutions following the crisis of the mib-late 1990s, led to increased domestic borrowing
that was significantly higher than that of the control group countries.

B1.97 Inflation Rates (Jamaica and Control Group)
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B1.10- Fiscal Balance to GDP (%)
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Source: Caribbean Policy Research Institute (2012)
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B1.11- Domestic Debt to GDP (%)- Jamaica & Control Group
100.0 875

80.0

60.0
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m Jamaica ® Antigua mBarbados = Trinidad

Source: Caribbean Poligyesearch Institute (2012)

The combination ofrelatively low per capita income, very slow economic growth and adverse
macroeconomiconditionshasnegatively impactedhe Jamaican business climati spite of

levels of investment comparable to the cohgjroup countries, Jamaican economic growth rates

have been among the lowest in the world. This suggests that Jamaican businesses face
significant challenges in being productivand is attested to by the fact that investment levels

have declined sincéhe beginning of the 1990s Among the challenges associated with the
domestic macr@conomyin the recent pastre the heightened interest rateshich havehad

i mplications for businessessd ac, oleichsgecessatech f f or d
relatively harsh tax measures, and the instability in the inflation wédtieh shortened planning

horizons.

Althoughthe governmenmadesomeprogress in stabilizing the economy since the-t880s

there have been some recent reverdalseopositive trends. Thereaw asignificantreduction in

the rate of inflationwith the targeted singldigit inflation rates being met. Bank of Jamaica
(BOJ) projections, however, suggest that the country will return to ddiditeinflation rates

within this fiscal year, due to the general consumption tax (GCT) being imposed on a larger
number of goods. This, however, is in line with a broader program of tax reform, and the BOJ
projects that once the economy adjusts to the new measungiedigit inflation shouldagain

be achieved by fiscal year 2013.

The monetary policies pursudy the GOJ havendicated a strategic focus on expansion of the
economy. This is reflected in the declinimgnd in GOJ Treasury bill ratewjth concomitant
benefits to the private sector through reduced interest.ratisvever,recent fiscal profligacy,
relatively high debt levels, and dept commitments to the IMF have increased uncertainty
about the mediunterm outlook for the Jamaican economy. Therevsdespread sentiment that

if the GOJ is unable to sign an agreement with the IMF in the near future, interest rates will again
increase, as funds will have to be sought from more expensive sources. The signing of an IMF
agreement, is, however, continget the government implementing more stringent tax and
public sector reforms than it has shown a proclivity to do.
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2. The International Economy

Jamaica is a small open economy, which is heavily impacted by external shocks. This is clearly

il lustrated in figure B2.1, with the countryo
2008, and falling precipitously thereafter due to the effecto f the gl obal Cri:
vulnerability to external shocks is highlighted by the fact that although its trade to GDP ratio is
lower than most of the control group countries, the reaction to the crisielatsgelyearly and
exaggerated.

B2.1- Trade (% of GDP)

160.0
140.0 - Antigua
1588 - S = Barbados
' —890 ;
£ 80.0 : Jamaica
60.0 _—— 6838 .
. = \auritus
40.0
20.0 et
) Belize
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Source: World Development Indicators

A similar trend is evident in the current account balance to GDP ratio presented in figure B2.2.
With the exception of two years in the early
negative. There was a steady increase in the deficit betv@®&mahd 2002, and again between

2004 and 2008A broadly similartrend is evidentor all the Caribbean control grogpuntries,

except for Trinidad and Tobago. The persistence of the current account deficit raises questions
about how it is financed, arabout the trade patterns of the country.

B2.2- Current Account Balance (% of GDP)- Jamaica & Control Group

50.0
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10.0
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Source: World Development Indicators
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Figure B2.3clearly indicates the high reliance that Jamaica places on remittances to finance the
current account deficitSuch remittances increased steadily between the 1990s and mid 2000s,

but were adversely impacted by the global crisis. A similar trend (@beitsmaller scale) was

also evident for FDI. By contrast, aid receipts have been negligible since the early 1990s. The
need for net financing has been sporadic, but at times significant. This coincides well with the
trend exhibited in figure B2.4, wheei n Jamai cads external debt S
significantly throughout the 1990s, remained largely stable in the early 2000s, but began to
steadily increase as the effects of the global crisis on remittances and FDI began to be felt.

The rapdly increasing level of external debt since 2008, especially when considered in light of
Jamaicaods overall hi gh | evel of total publ i c
concern. This is because a debt overhang depresses investment atid lyrancreasing
uncertainty, thus causing entrepreneurs to either exercise their option of waiting or to reduce
their planning horizon. As indicated in table B2.1, this has resulted in the relatively low
sovereign foreign currencghortterm and longem ratings (C and B, respectively) recently
ascribed to the country by Standard and Poors.

B2.3- Financing of External Deficit - Jamaica
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mmm Foreign direct investment, net (BoP, current US$)
mmm \Workers' remittances, receipts (BoP, current US$)
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Source: Computed by author from data in World Development Indicators

B2.4- External Debt Stock to GNI (%) - Jamaica & Control Group
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B2.11 Standard & Poors - Sovereign Foreign Currency Ratings (July 2010)

Longterm Outlook | Shortterm
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| |
| |

Source: www.standardandpoors.com/ratings/articles/en/us/?assetlD=1245218243415

Another challenge facinthe private sector in Jamaica is the steady and relatively high rate of
depreciation of the real exchange rate with the US dollar. As shown in figure B2.5, the only
regional comparator country with a higher rate of depreciation is Guyana. This is a matter of
concern for the private sector in Jamaica, because, as will be highlighted in subsequent sections,
many firms are heavily dependent on imports from the USA. The real depreciation of the
Jamaican dollar thus increases their cost of operations and rédeicemmpetitiveness.

B2.5- Real Exchange Rate Jamaica & Control Group
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Source: Sutherland (2012)

International Trade

Figure B2.6 highlights aumber ofthef eat ur es of J a nathel@té explainr a d e
the count ry o6 ®xtemal shoak®¥ Ab ialrigtey pr@oporti on of the
commodities are intermediate goods necessary for domestic produetiehcomprises almost a

third of imported commodities, and capital goods (machinery, boilers, electrical equipment,
soundand visual recorders, etc.) represent an additional 11%. The largest proportion of the
imported commodities (36%) is sourced from the USA, highlighting the aforementioned dangers

of the depreciating real exchange rate with the US dollar. Trinidad dm®@and Venezuela

are also major import partners, as providers of fuBn the export side52% of the goods

exported by Jamaican firms are concentrated in bauxite and mineral fuels, and 68% of the goods

§

15 See table A.1 in the appendix for adulital details.
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are exported to North America and the UK, with exports to the USA comprising 50% of the

total.

countries to which they are exported.

FigureB26i1Jamai cabds I nternat.

onal

Tr ade

Imported Commodities

Other
50%
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Neth'l Other
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Source: UN COMTRADE Website

Key: 27 =Mineral fuels, mineral oils angroducts of their distillation; bituminous substances; mineral waxes
84 =Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof
28 = Inorganic chemicals; organic or inorganic compounds of precious metals-eartirenetals, of

radioactive elements or of isotopes

The lack of diversification

interconnectedness betweenthe d u st r i
exports for 2010 (figureB2.7).

in the Jamaican goods exports

es. Bot h i

sSssues ar e

Hereit is shown that artificial conundrumprimarily

This represents a severe lack of diversification both in the goods exported and the

is compounded by low

Patterns

representing the bauxite industry) dominates the goods exported from Jamaica, comprising a
third of all exported commodities, but has very few gginindustries. The other industries

comprise a relativelgmall share of total commodities exported. A comparison with figure B2.8
indicates decreased diversification over time, as the garment industry, which in 1995 had a

relatively large share ajoodsexports, declined to a negligible proportion by 2010, &ad not

replaced by any other industries of ntt&he dominance of primary commodity exports (or

those with low valuadded) is also noteworthy due to the volatility of commodity prices.

'8 The figures for the comparator countries (Barbados and Trinidad and Tobago) are provided in the appendix, and

they indicate that Barbados is considerably more diversified than Jamaica both in terms of goods exported and the
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B2.7- Treemap of products exported from Jamaicao World in 2010
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B2.87 Treemap of produds exported from Jamaica to World in 1995
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main export parters. Trinidad and Tobago, while having a high concentration of exports in the petroleum industry,
are able to foster more spaff industries.
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Foreign Direct Investment

As previously indicatedFDI inflows, since the late 1990s, have playead iacreasingly
significant role in the financing of the external deficit, but have experienced a marked decline
since 2008, with the effects of the global crisis being felt. Figure B2.9 compares the ratio of FDI
inflows to GDP for Jamaica and the regionahtrol group countriesand indicateshat Jamaica

has beeran average performén its ability to attract FDI (relative to GDP), with countries such

as Antigua and Barbuda, the Bahamas and Guyana consistently having a higher ratio than
Jamaica. Alscevident is the higher poglobal crisis volatility of FDI inflows to Jamaica
relative to that of all the other countries, with the exception of Antigua and Barbuda.

B2.97 FDI Inflows to GDP - Jamaica & Control Group
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Source: http://unctadstat.unctadyo

Tables B2.2 and B2.Bresent the available data on FDI inflows disaggregated by setabte

B2.2 highlights the fact that much of the FDI inflows to the country between 2007 and 2009
went to the hotel and restaurant sector, reflective of the overseas investment in large hotel
properties. The only other major sector to which FDI inflowsewgirected during this period

was classified as unspecified computer and related activiGedumn 3 in able B2.3 aids the
interpretation of this broad classification, as it is seen that transport, storage and
communications sector has the largesmber of new affiliates established since 2000 (8),
followed by wholesale and retail trade (9nd business activities (4)Although tesethree
sectors alstave the largest total number of affiliates in the country (see column 1), affiliates in
the hotls and restaurants sector and the financial sector, along with those in the transport,
storage and communications sector have created the largest number of jobs (column 4).

A similar analysis of the FDI Outflows to GDP ratio was conducted for the period 1990 to 2010 (sed B§ure

in the Appendix), and the ratio for Jamaica fluctuated between just above and just below 1%. Since the global crisis,
however, there has been a consistent decline in FDI outflows from Jamaica (relative to GDP); but at 0.5% in 2010, it
was the highest dhe regional control group countries.
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B2.21 FDI Inflows by Sector

2009 2008 2007

Mining and quarrying 30.8 12 74.2 28 216.6 80
Source: Investment Map Website

B2.371 Sectors withPotential to Attract Investment - Jamaica

# Parent #
Companies with | # Affiliates | Employees| Leading
# Affiliates Affiliates in Established in Home

Industry since 2000 | Affiliates | Country

|
Otherservices | 5 5/ 2/ |USA |

in Country Country

_Public administration anddefence | 4/ 3] | ___10/USA__
|
|
|

Motor vehicles and other transport
equipment 3 3 76 | USA

|

Metal and metal products | 7, 7] | 194/ USA |
|

_Rubber and plasticproducts | 2| 2| | 203/ USA |
|

Coke, petroleum products and nuclear
fuel 4 4 60 | UK
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# Parent #
Companies with | # Affiliates | Employees| Leading
# Affiliates Affiliates in Established in Home

Industry in Country Country since 2000 | Affiliates | Country

_Wood and woodproduets | 6/ 6/ | 185/USA |
|

Food, beverageand tobacco 19l | 220

Source: Investment Map Website

The Jamaican economy is susceptible to external shankithe goodsproducing sectors are
dominated by internationatade patterns that could adversely affect growth prospddis is

due to,inter alia: (i) a high dependence on imported fuel and intermediate goods necessary for
domestic production, and a significant concentration of imports from the USA; (ii) stemly

and relatively high real rate of depreciation of the Jamaican dollar to the US dollar, which
increases the cost of imported inputs; (iii) a severe lack of diversification both in the goods
exported (which are typically primary commodit@sgoodswith low valueadded contentjand

the countries to which they are exported (dominated by the USA); (iv) persistent current account
deficits, the financing of which is heavily reliant on remittances from the USA and UK. This
further increases the susdépity of the economy to external shocks, as experienced during the
recent global crisis; and (v) a high level of total public debt to GDP and recently increasing
levels of external debt to GDP in the post global crisis period. As previously indicatkd, if
GOJ is unable to sign an agreement with the I
lines of credit will become more difficult and costly.

3. The Productive Structure

Whereas the previous section provided a broad macroeconomic ovefWlamaica, this section
will examine the productive structure of the country, focusing in greater depth on industry,
agriculture and services, with the objective of identifying large anebfasting sectors.

Industry and Agriculture

It was previouslyshown that Jamaica is producing and exporting a very narrow range of primary
commodities and goods with low vakaeded content. The most recent Product Space Map of
Jamaica in figure B3.1 confirms that finding, and further indicates the challengdseticatintry

will face in moving into new higlgrowth sectors in the futureln 2010, the most tightly
connected products exported by Jamaica all fell in the foodstuff category, were of low economic
complexity, and were largely on the periphery of the e¢émé&gion of the map. The only goods
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exports that could be considered within the central region were sausages, sauces and seasonings,
flavored or sweetened water, and other printed matter. These exports, however, had no close
links with any of the othegoods exported by Jamaican firnasid so further growth into these or

other closely linked industries is unlikelgs coordination in the accumulation of capabilities
would bedifficult. Because it is strongly argued that the development process inmalieasing

product diversity and complexity, this analysis highlights the major challenges facing the
Jamaican economy in this respect. A comparison of figures B3.1 and B3.2 further indicates that
the situation has worsened over time, because Jamaicastéed comparative advantage in
textiles, and no other industry has taken its place in the center of the network.

B3.17 Product Space Map for Jamaica in 2010
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Because the Product Space Map for Jamaica does not indicate any obvious candidates for large
and fastgrowing sectors, the identifitan of such sectors is based on an analysis of each
sectordés contribution to GDP (figure B3.3), a
(figure B3.4). Each sectords share of tot al
considered (figtes B3.5 and B3.6).

These figures indicate that over the period 2001 to 20iQthe sectors classified under
agriculture and industrythe manufacturing, construction and agriculture sectors had the largest
shares of GDP (8.8%, 7.6% and 5.7%, respelstjv These sectors also had the largest shdres o
total employment for 2011, with the agriculture sector dominating, having lootetd 17.5% of
employment followed at a distance by the construction and manufacturing sectors (8.3% and
6.8%, respectively

The disaggregation of employment by sex, however, indicates for all thgendne sectors the
discrepancy between the number of jobs created for men and women. As an example, although
the construction sector is one of the largest contributorsii® &d to total employment, it
employs a negligible share of women.

The share®f GDP for all the sectors were fairly stable over the decade, with only the mining
sector experiencing a precipitous decline because of the global crisis. It thus difficult to identify
a fastgrowing sector from amongst this ssét of sectors, as tharfest compound average
growth rate(CAGR) over the decade wasvary modest 1.55% achieved by the electricity and
water supply sectorThe only other sector to have grown over the decade is construction with a
CAGR of 0.56%.

B3.3i1 Share of GDP Agriculture & Industry (Average 2001-2010) (%)
10.0 8.8 76

5.0

Agriculture, Mining & Manufacture Electricity & Construction
Forestry & Fishing Quarrying Water Supply

Source: Statistical Institute of Jamaica

B3.47 Growth of Real Value Added Agriculture & Industry (CAGR 2001 -2010) (%)

Agric, Forestry &  Mining & Elec & Water
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- —— I
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Source:Computed by author from data $tatistical Institute of Jamaica
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B3.51 Share of Total Employment: Agriculture & Industry (%)

25.0 2

(@)
N

15.0

7.8 8.3

10.0

6.8 6.8

5.0

Il

faWad faW o] O—A O—A
U. 0 U.0O U.a U.4

o

Agric, Forestry &
Fishing

Construction

Manufacturing  Elec, Gas & WateMining & Quarrying

m 2010 m 2011

Source: Statistical Institute of Jamaica

B3.61 Share of Total Employment by SexAgriculture & Industry (2011)
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Services

The Jamaican economy is heavily dominabgdservices sectorsFigure B3.7 indicates that
much of the services provided are concentrated in the travel sector and are thus associated with

tour i sm. Figure

B3.8 provides more di

saggr e

indicates that the witesale and retail trad@&8.4%) transportation, storage and communication

(10.8%) real estate, rent and business activii@s88%) and finance and insurang®.7%)

service sectors have had the largest shares of GDP among Hgeweasnment providers of
servicesover the past decaddhese service sectors all had larger shares of GDP than any of the
sectors categorized under agriculture and industry.

Also noteworthy is the fact that these figures do not capture the full extent of the-seiemnted

tourism industry. An estimate of the direct gross value added provided by tourism for a number
of other sectors is presented in table B3.1. Although figure B3.8 indicates that hotels and
restaurants accounted for an average share of GDP of 4.5% ovesthdepade, the impact of

the tourism sector has been estimated by the Statistical Institute of Jamaica as being larger. This
is because of the spoff business created by theurism sector for service providers in other

areas.
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Figure B3.9 further idicates that the hotels and restaurantssaator, has grown the fastest over

the past decade, with a CAGR of 3.1%. Only the finance and insurance services sector had a
comparable rate of growth of 2.1%. This, however, largely represents recoveryhieom t
financial sector crisis of the mi-late 1990s.

B3.71 Services DecompositionJamaica (%)
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B3.1i7 Tourism Direct Gross Value Added by Industry at Basic Prices (2010)

Industry TDGVA as a
Gross Value | Tourism Share of
Industry Added Direct GVA | Industry GVA

Tourism characteristic industries 78,773 53,225
Food and beverage services 12,220 2,515
Transport equipment rental 2,078 1,716

Recreational, cultural & sporting
activities 23,157 10,772 46.5

Net Taxes on Tourism Products 162,647 23,972

Source: Statistical Institute of Jamaica

B3.91 Growth of Real Value Added Services (CAGR 20042010) (%)
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N
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Source: Computed by author from data in Statistical Institute of Jamaica

The services sectors are also important providers of employment in the Jamaican ecagnomy
comparison of figure B3.10 with figure B3.5 indicates that in 2011, the wholesale and retail
service sector provided the largest share of total employment of all semat norservice
sectors. Only the agriculture sector had a comparable share of employment of 17.5%. Hotel and
Restaurant services were the fourth largest providers of jobs (6a836sition they shared with

the manufacturing industry), and they welesely followed by the transportation, storage and
communications sector (6.5%).
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Figure B3.11provides the 2011 services employment data disaggregated both by sector and sex.

The importance of the wholesale and retail sector to the employment of woncéarly
highlighted, with a quarter of Jamaican women being employed in that sector.

share of female employment at 9.5%.

B3.101 Share of Total Employment: Services (%)

The education
sector is also an important provider of employment for women with a 10.5% share of female
employment in 2011. Noteworthy is the fact that the sectortivithhird largest share of female
employment is private households with employees, indicating that just undéendheof the
employed women in Jamaica are household helpers. Hotels and restaurants provided a similar
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This section has clearly highlighted the high and increasnpgprtance of the services sectors
relative to the sectors categorized under agriculture and induSeyvices sectors such as
wholesale and retail trade, transportation, storage and communication, real estate, rent and
business activities, and financand insurance, all had larger shares of GDP than the
manufacturing, construction, agriculture and mining sectors. potentialof the tourism sector

in creating spiroff business for other service providers should also not be overlooked.

In an enviroment of relatively high unemployment and underemployment, the relative
importance of sectors to the provision of employment should also be considéeaholsale

and retail trade sector was the largest provider of éotglloyment over the past decaded was
particularly important to the employment of womemotwithstanding this, the agriculture,
construction and manufacturing sectors maintained their relevance in the context of job
provision, particularly for men.

In the overall context of slowcenomic growth, it is not surprising that very few sectors
achieved outstanding rates of growth over the past decade. The shift from agriculture and
industry to services is reflected in the fact that three of the five sectors in the former category had
declining real value added over the past decade, in comparison to the growth in real value added
for all the services sectors. Only the hotel and restaurants sector distinguished itself by virtue of
a relatively high rate of growth, while the mining sedtad a particularly large rate of decline.

The precipitous fall in mining is almost completely explained by the fallout from the global

crisis, as between 2000 and 2007, mining maintained a consistent share of GDP of about 4%. As

at 2010, that figure feto 1.2%. The manufacturing industry has been heavily impacted by the
dramatic decline of the apparel I ndustry in t
(as well as textiles) have been significantly adversely affected by the erosiondef tra
preferences?

The World Bank (2011jurther notes that even the fast growth services sectors in Jamaica are
beset by chall enges that <could i mpede the cou
is relatively sighidkageas ,f bam Dbamdiecascttoo ad |
have been exacerbated by the promotion polici
all-inclusive resorts promoted by generous tax incentives favors large, isolated hotels that lack
linkages tothe rest of the econoldy Whi | e Jamai cabds tourism sect
medium enterprises in hotels and restaurants, most of the investment and expansion in
accommodations over the past five years has come in the form of larger -amclualive

h ot e Gigeé the predominance of large, foreigwned hotels, most tourism earnings do not

stay in Jamaica. Similar problems have been ascribed to the ICT sector, which has been

promoted through tax incenti ves .ftheselberefits\er | d B
included in the Export Free Zone Act, an arrangement that could prevent the development of
strong |links between firms | ocated in these z

The overall productive structure of Jamaica is a sourceooicern. The high level of
concentration of output and marketss parti cul arly constraining.
exportable products are few, and producing new products requires knowledge and technologies

8 World Bank (2011)
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that the country cannot easily deriv@efm t he producti on of its exi
America and the Caribbean, only Trinidad and Tobago has a lower potential than Jamaica for
producing new goods f or Eveninpacastobapparévo compdiratiBea n k
advantage, such as toam, Jamaica has lagged international competitors.

4, The Institutions

Strong institutions are necessary for the creation of economic growth and development.
Important institutions for private sector development include a stable political system,ecredibl

policy framework, effective legal and regulatory system, stpmogerty rights, effectiveispute

resolution, reliable governance, infrastructure provision, and access to affordable finahece.

section gives a broad overview of the institutional structure in Jamaica by first briefly describing
the countryodés political system and government
private sector development, and then by cursorilgsseg the effectiveness of the Jamaican
institutions.

This section is not intended to provide a comprehensive revidanofican institutions, as some

of the material that would be included in such a review will be covered in subsequent sections,
and beause such a review was recently completed by Holden and Howell (2012) through the
IDB. The conclusions of that study are summarized in Box 4.1, and readers are encouraged to
read the entire report for the full assessment.

The Political System and Goveremt Agencies

The | egacy of British coloni al rul e remains i
on the British model. The country has achmeral system of government and has enjoyed a
relatively stable democracy since independence 6219 he political system is dominated by

two major political parties. The Jamaica Labour Party (JLP) formed the government from 1962
until 1972, late 1980 until early 1989, and, most recently, from late 2007 until late 2011. The
Peopl eds N@®NR) wasia govemment frpm 1972 to 1980, from 1989 until 2007, and

has been in government since late 20Ihe World Bank in 2003 noted that Jamaica has
relatively strong democratic traditions and institutions, with high a level of political partanpati

a free media, a high quality civil service, and a highly ranked regulatory framework. They
however note that the O6very poor rule of | aw
business environment. 0

The Ministry of Industry, Investment ar@ommerce(MIIC) has direct portfolio responsibility

for fostering private sector development. It is led by the Minister G. Anthony Hylton, Minister

of State Sharon Fflokes Abrahams, and Permanent Secretary Reginald BlidaavilIC seeks

t o : rovidedhe framework for an investmefriendly environment; @ract and promote new
investments, both local and forejgha ci | i t at e Government 6s di ves
programmes spearhead the modernization of industfpcilitate the export of goods and

services promote the development of small and micro enterpresed pomote the technological
advancement of the count’d

¥ Holden and Howell (2012)
2 http://www.miic.gov.jm/statements.php
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Falling under the auspices of the MIIC are twgportant public sector agencidget are directly
involved in PSDactivities. The Jamaica Promotions CorporatiodAMPRO (led by Chairman

Milton Samuda and President Sancia Benmethpler),isJ amai cads 1 nvestment
promotion agency. It seeks to o6stimul ate, fe&
industry, ande x por t and investment activiti’dghein all
Jamaica Business Development CorporatidBDC (led by CEO Valerie Veirg) i s t he 61 e
pl ayer in the provision of busiffess support s

Given the importance of womewned businesses in Jamaica, the role h&f Bureau of
Womenodés Affairs (1l ed by Esheuduwlsa be enentivhed.e Thiso r F
agency, operating under the Ministry of Youth, Sport and Culhae,a mandateotact as a

catalyst to ensure that Government addredseprtoblems that confront womenhe problems

include inter alia, high rates offemale unemployment dts objective is to enable women to
recognize their full potential as individuals and to createnues for their full integration in

National Developmend>

Institutional Effectiveness

The effectiveness of institutions in any country affects the ease with which business is
conducted, and thus impacts the ability of the private sector to flouFishe Wor | d
of Doing Busnessrank shows how a country is performing in this respect relative to the rest of
the world. Jamaica is ranked™8ut of 183 countries for the aggregate ranking on the ease of
doing business. As indicated in figure B4.1, all of the esdggonal comparator countries
studied and most of the regional control group countries have outperformed Jamgisa
respectBet ween 2011 an dngbusidels,rankiwensemed cas thescoudtry fell by
three placesThis, however, is in line with a general trend of falling rankings for the comparator

countries (see figure B4.2).

B4.11 Ease of Doing Busines$Global Rank (2012)
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L http://lwww.jamaicatradeandinvest.org/aboutjti
2 hitp://lwww.jbdc.net/index.php?option=com_content&view=article&id=46&Itemid=94
2 htp://bwajamaica.gov.jm/abouis
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B4.27 Change in Doing Business Rank (2012012)
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Each of the doing business indicators will be examineskation E. To give a broad overview

of current institutional effectiveness in Jamaica, the indicators of institutional strength used in
computing the Global Competitiveness Index (2Q012) are highlighted in Table B4.Here it

is clear that Jamaica fferms quite well in a few areas, achieving abaverage rankings and
outperforming some of the regional comparator countries. These areas include: strength of

auditing and reporting standards; judici al [
interests; strength of investor protection; ethical behavior of firms; and property rights. It is
not eworthy, however, t hat in even in the are

institutional strength of Barbados is significantly higher.

There are other areas in which Jamaica performs rather poorly, achievingavelage
rankings and being outperformed by both Barbados and Trinidad and Tobago. These areas of
institutional weakness include: intellectual property protection; and efficiefcthe legal
framework in settling disputes and challenging regulations.

Finally, there are two broad areas in which Jamaican institutions are ranked among the worst in
the world, these relate to the perceptiohsnd actions of politicians and government officials,

and to the costs of crime. Of specific concern are: wastefulness of government spending;
transparency of government policymaking; public trust of politicians; favoritism in decisions of
government offi@ls; burden of government regulation; organized crime; and business costs of
crime and violence.

B4.17 Institutional Strength: Global Competitiveness Index (20112012)
Jamaica Barbados Guyana T&T

Strength of auditing and
reporting standards 5.3 37 5.9 14 4.5 79 4.9 58

Protection of minority
AaKFENBK2f RSNAR Q 4.4 59 4.8 34 3.7 105 3.7 107
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Jamaica Barbados Guyana T&T

| |
| |
| | | |
Irregular payments and bribes | 4] 69| 56| 29| 32| 108 38 77|
| | | |

:

_Public trust of poliicians |21 112| 47| 6] 28| 69| 22| 98|

Burden of government
regulation 2.6 123 4.7 3.6 42 3.4 56

Business costs of crime and
violence 1.9 140 5 57 3.1 130 2.5 135
Source: http://reports.weforum.org/glottaimpetitivenes®011-2012/#=

Strong institutions reduce uncertainty, encourage investment and entrepreneurship, and reduce
the costs ofexchange and productiéf. In a business environment wherein macroeconomic
challenges and susceptibility to external shocks already increase uncertainty, strong institutions
are needed as a countervailing force.

Whereas the Jamaican government has reane progress in improving some of its institutions,

the best performing institutions are still not weldéders, and, more importantly, the worst
performing institutions are particularly poorly rated and impede private sector development. In
this respet; the government has much work to do in improving the public perception and trust of
politicians and public officials. More fundamentallyreater progress is needed in reducing
public sector wastefulness, corruption and burdensome regulation. The burden of crime in
Jamaica must also be reduced.

% Holden and Howell (2012)
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C. STATE OF THE PRIVATE SECTOR

As indicated in figure C1.1, the private sector in Jamaica is relatively large, employing almost
90% of t he <count forged sThisvie ndk isunpgsing, asbtbeu2011 Global
Entrepreneurship Monitor (GEM) Report notes that 81% of the population aged 18 to 64 view
entrepreneurship as a good career choice, 82.5% note that successful entrepreneurs receive a
high status in socigt and 78.6% believe that they have the requisite skills and knowledge to
start a business. As a result of such perceptibesSGEM (2011) Reportotes that 13.7% of the

C 0 u n fitizgné(aged 1864) are either nascent entrepreneurs or owmansagers of a new
business. Total early-stageentrepreneurial activitfTEA) in Jamaicas thusthe 15" highest of

54 ranked economies.

C1.1- % Employed in Private Sector (2010)

Public Sector
13%

Source: Compted by author from data from the Statistical Institute of Jamaica

With such a relatively high level of eartyage entrepreneurial activity, the dominance of micro,
small and mediursizedenterpries (MSMES) in the Jamaican private sector is to éepected.

In the Jamaican context, an official definition of MSMEs has not yet been adapidd the

past, different government agencies utilized varied measures. However, in the most recent draft
of t heMIWE and &rdrepreneurship Poli¢ylay 2012), a uniform set of definitionwas
outlined. These are presedtin table C1.1

ClliJamai cabd6bs Proposed MSME Definitions

Firm Size No. o Employees Total Sales/Turnover
Micro O 5 OJ$10 millli
Smalll 61 20 > $10 million OJ$50 million
Mediumsized 217 50 > J$50 millionQJ$150 million

Sour c e : MSMHE khnd Entrepreneurship Poli¢Way 2012)
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Figure C1.2 indicates that 82% of the working labour force employed by the private sector work
in MSMESs thus highlighting the importance ttis sector to the Jamaican economy. Figure
C1.3 further disaggregates the data and shows that just about half of the employment in MSMEs
is attributed to own account workers. Such
working on their own acamt or with one or more partners, hold tlype of job defined as a
self—emr%Loyed job, and have not engaged on a continuous basis any employees to work for
t heré o

This is an important feature tiie private sector in Jamaica that should not be overlooRed
possible explanation for this the fact that wethird of the persons involved in eaidyage
entrepreneurial activity in Jamaica are involved in entrepreneurship because they had no other
option for work. Only 10 of the 54 countries ranked in@teM 2011 Report had a higher level

of necessitydriven entepreneurship. By contrast, 40% of persons involveceanly-stage
entrepreneurial activity claim to be driven by opportunity as opposed to finding no other option
for work. This level of opportuty-driven entrepreneurial activity places Jamaica among the
lowest 20 countries ranked in the GEM Report.

C1.21 Private Sector Employment by Size (2009)

Employment
in Large Cos
18%

Employment

inMSMEs

82%
Source: Computed by author from data from the Statistical Institute of Jamaica

C1.371 Breakdown of Employment in MSMEs (2009)

Employment
in MSMEs
(Less OAW)
49%

Source: Computed by author from data from the Statistical Institute of Jamaica

% hitp://stats.oecd.org/glossary/detail.asp?ID=1986
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The relatively high prevalence of ovatcount workers and necessilyven entrepreneurs helps

to explain the sectoral distribution of employrh@nthe Jamaican private sector. Figure C1.4
highlights the six sectors with the largest share of employment for both sexes, and figures C1.5
and C1.6 presents the disaggregation by sex. The dominance of the wholesale and retail trade
sector in the emplyment of both men and women is instructive. @oount workers involved

in this sector are likely to be retailing merchandise, generally without transformation. Many of
the smaller operators would tend to be 1store retailers Almost 18% of working men and just

over 25% of working women are employed in this sector.

Agricultural activities are important sources of employment for,mpeoviding employment for
a quarter of the working menFor ownaccount workers, this wouldrd to involve smaikcale
farming. Whereas in some countries, such sswle farming is viewed as a very viable
livelihood, particularly if niche markets such as organic farm products are tartpesedioes not
tend to be the case in Jamaiwednereedwcated youth tend to shy away from farming, ancil
poverty is greater than urban povetty.

The other sectors of importance to men are the construction, transportation, storage and
communication, manufacturing, and real estate, rent and business exctsgtitors. Those
sectors would tend to have a wider distribution of firm sizes, and would include some medium
sized and large firms. Outside of the wholesale and retail trade, women tend to be involved in
education, working as household helpers, hobel gestaurant services, agriculture, and other
community, social and personal servicedpart from their involvement in the hotels and
restaurant sector and possibly the education sector, many of the employment activities in which
women are involved wouldeem to trend towards being in smaller scale and possibly informal
firms.

C1.47 Six Sectors with Largest Share of Employment (Both Sexes) 2011
25.0

20.8

20.0

15.0

10.0

5.0

Wholesale & Agric, Forestry & Construction Hotel & Restrnt Manufacturing Trans, Stor and
Retail Fishing Srv's Com

Source: Statistical Institute of Jamaica

' Farmers are men who could not manage schooling or

poverty line. Cane cutters come frogprawling families, they beat their wives and smell of white rum and
perspiration. Agriculture is tragic, unsophisticated and backward and its participants lack the mental fortitude to do
anything else. Farming is a curse that just over 200,000 Jamaiitbhawe to bear.' These stereotypical views are
extreme but still exist in present day Jamaica. The latest data published by the Statistical Institute of Jamaica
indicates that Jamaica has over 114,000 hectares of inactive farmland with only 202180€shextually active.

The average Jamai can far mer, it i s believed: i s
jamaica.com/news/read_article.php?id=31054
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C1.57 Six Sectors with Largest Share of Employment (Male) 2011
30.0
25.0
20.0
15.0
10.0
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24.5

Agric, Forestry & Wholesale & Construction Trans, Stor and Manufacturing Real Est, Rent &
Fishing Retail Com Bus Act's

Source: Statistical Institute of Jamaica

C1.671 Six Sectors with Largest Share of Employment (Female) 2011

30 25.2
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15
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Wholesale & Education Private Hhlds Hotel & Restrnt Agric, Forestry &Other Com, Soc
Retail with Emp'ees Srv's Fishing & Pers Srv's

Source: Statistical Institute of Jamaica

Jamaica is a highly entrepreneurial society, with a relatively large private sector and relatively
high level of earlystage entrepreneurial activity. The large number of MSMEs operating in
Jamaica, and particularly necessityven ownraccount workers, however, speaks volumes to the
types of activities being conducted by significant portions of thafer sector. The retailing of
merchandise (without much, if any, transformation) and sstalle farming are the types of
low-value added activities that many owocount workers and microenterprises are involved in.

Another important feature of the pate sector in Jamaica is the high rate of failure of firms.
Whereas Jamaica is ranked highly in the GEM 2011 Report for the prevalence edftagely
entrepreneurial activity, it is ascribed a low rank (in the bottom 20 countries) for the established
budness ownership rate. In Jamaica, only 5.1% of the persons who currently own/manage a
business have done so for more than 42 monifss is critical because whereas esstigge
entrepreneursan provide dynamism in an economy, established business swanemeeded to
provide stability and employment. The level of established business ownership is used to
indicate the sustainability of entrepreneurship in a society. In the case of Jamaica, the result
confirms conclusions made earlier about the harsginbas environment and weak institutions
which increase uncertainty and reduce the planning horizon for firms.
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D. LARGE AND FASTIGROWING SECTORS

Based on the analysis from previous sections, the sectors that will be examined below are: the
wholesale and retail trade; tourismiCT; real estate, rent and business activities; and
manufacturingsectors A description of each sector will be given, éolled by an analysis of its
growth prospects.

Wholesale and Retail Trade

ANVholesaing is the resale of new and used goods to retailers, to industrial, commercial, institutipnal or
professional users, or to other wholesalers, or involves acting as aroageoker in buying goods for,

or selling goods to, such persons or companié®tailing is the resale of new and used goods mainly to

the general public for personal or household consumption or utilization, by shops, department stores,
stalls, maHorder houses, doeto-door sales persons, hawkers and peddlers, consumer cooperatives,
auction houses etcBoth wholesaling and retailing involve the resale of goods without transformation of
such goodsé (United Nations Statistics Divifgsion).

The wholesaleand retail trade sector has consistently had the largest share of GDP (18.4% on
average between 2001 and 2010) throughout the past decade, the largest share of total
employment in 2011 (20.8%), and the largest share of employment of women in 2011 (25.2%).
In spite of turbulent economic times, its share of GDP has fluctuated only mildly between 2001
and 2010, and the sector has grown marginally over the period with a compound average growth
rate of 0.23%. In 2010 the sector employed 211,350 people, witlb@P per worker of
J$433,080.

As indicated in figure D1.1, the sector is dominated by a large number of micro firms. Such
firms comprise almost half (49%) of all the businesses that file GCT returns in the sector.
Becausemany microenterpises and owsaccount workers operate informally, the number of
such firms operating in the sector is clearly underestimated. Small firms also feature
prominently in the wholesale and retail trade sector with 36% of the formal businesses, while
mediumsized and large fins comprise only 15% of the sector.

D1.17 Number of Wholesale & Retail Firms by Size

Medium &
Large
15%

Source: Statistical Institute of Jamaica
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Notwithstanding the large number of micro and small firms in the wholesale and retail trade
sector, mediunsized and large firms dominate in terms of sales revenues, with almost 90% of
the sectorbd6s total sal es ( stheesectonegcompasseddwide) .
range of businesses, from the large distributors of petroleum to the businesswoman selling
clothes from the back of her cafhere have been a number of recent mergers and consolidation
among distribution chains, which hasllto a growth in the size of the largest firms in the sector,
particularly in the categories of general groceries, gasoline distribution and fuffitlitere,
however, continues to be a steady influx of small firms, microenterprises andcoaunt

workers to the sector, as trading is one of the easiest businesses in which to enter at a small scale.

D1.21 Share of Total Sales by Wholesale & Retail Trade Firms by Size

Micro
2%

Medium &
Large
87%

Source: Statistical Institute of Jamaica

The firms operating in the wholesale amethil trade sector are primarily involved in one of nine
subsectors. As indicated in figure [8l.the minerals, fuels, lubricants and petroleum products
subsector contributed to just over a quarter of the total sales of the sector in 2010. This was
followed by the food, beverages and tobaccesetior with a 17.8% share of total sales. Other
subsectors such as hardware, building supplies and electrical goods (8.5%), chemical
pharmaceuticals and cosmetics (7.1%)d automobiles, commercial andrisport equipment
(6.9%) hal far less significant shares of total sales.

D1.371 Share of Total Wholesale & Retail Sales (%) (2010)
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Source: Statistical Institute of Jamaica
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In 2010, reflective of the downturn in the economy duenter alia, theglobal crisis, six of the

nine subsectors registered adine in sales (see figure D).4The inelastic demand fduels

and food is likely to have accounted for the small increase in sales for thesecsoifs. For the

last category, STATIN (2011) tes that even though there was a decline in the sale of jewelry, a
significant increase in the sales of furniture and household equipment accounted for the overall
increase experienced in 2010.

D1.47 Annual Growth in Sales (%) (2010)
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Source:Statistical Institute of Jamaica

The wholesale and retail trade sector is important, not only in terms of its share of GDP and job
provision, but is also a key component in the efficient operation of the local market for goods,

with strong linkages to thtourism, agriculture and construction sectdrss, however, precisely

because of these strong and almost exclusive linkages to the domestic economy that this sector is
unli kely to be a driver of economifaturgr owt h f o

Between 2001 and 2010 the wholesale and retail trade sector had the lowest growth of real value
added of all the services sectors. Although there are opportunities for increased value added and
efficiency in di st r prbofitechhmlagy, edonmomiesghscatehmnproved p p | i
supply chain and inventory managefi¢agrowthand c
potential of the sector will always be limited by the prosperity of the domestic consumers and
economy. In factwith the increase in the number of credit cards issued, the availability of
international mailboxes, and the increased amount of overseas online purchasing by Jamaican
consumers, greater prosperity by Jamaican consumers may not necessarily mean a proportional
expansion of the wholesale and retail trade sector.

Other factors adversely affecting this sector include: the state of the rural road network; limited
capacity of roads to accommodate container haulage vehicles; absence of a railway network;
crime and fgh cost of security; cost of energy supply; and depreciation of the Jamaican dollar,
which increases the costs of this heavily im@pendent sector. Notwithstanding these threats,
the closeness of Jamaica to the US marite¢ development of the Higlay 2000, highly

% \/ision 2030 Jamaica, Sector Plan for the Services Sector (June 2010)
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developed port infrastructure, and preferential market access to other Caribbean countries are

areas of strength through which the sector has grown.

It is these areas of strength that have enhanced the potential of the wholesaleilamddesta

sector to attract overseas investment. With 22 affiliates of foreign companies operational, this
sector has the second largest number of affiliates of foreign companies in the country. Many of

these affiliates of foreign companies are vedtallished, with only five new operations being
opened since 2008. While the influx of foreign capital is welcomed, it must be noted, however,

that such firms are in the country to sell to domestic consumers, and, as such, like the rest of the

sector, futurgrofitability is dependent on the growth of the domestic economy.

Tourism
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exchange earnings from the productive sectors (World Bank 2011).
restaurants only accounted for 4.2% of GDP in 2010, the tourism industry wasatedtiny
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to female employment, providing jobs for just under 10% ofatbeking women. The hotel and
restaurants sector was also the fastest growing sector in the Jamaican economy over the past
decade, with a CAGR of 3.1%.

Table D1.1 compares the impact of tourism in Jamaica with that of Barbados and the Dominican
Republic The figures show that whereas the direct impact of tourism in Jamaica is smaller than

that of both countries, the broader impact on economic activitgrisiderablygreater than the
direct impact, and exceeds that of the Dominican Republic. Similatustores can be derived

for the impact on employment. It is thus seen that whereas Jamaica is slightly more dependent

on tourism than the Dominican Republic, it is significantly less dependent than Barbados.

D1.17 Impact of Travel and Tourism on Economic Activity and Employment
(20052009) Averages, % of GDP and % of Total Employment)

Jamaica| Barbados| Dom Rep
Travel & Tourism Direct Industry GDP 5.56 8.34 6.12
Travel & Tourism Broader GDP Impact 17.32 27.8 14.72
Travel & Tourism Dire¢hdustry Employment 4.9 7.56 6.28
Travel & Tourism broader Employment 15 24.48 14.38

Source: World Bank (2011)

The tourism industry in Jamaica is different from its Caribbean competitors in a number of
important areas. First, as indicated in figure D1.5, it is highly dependent on visitors from the

USA, with about 65% of total stopover visitors originating in Amm&ri Canada had the next

#Vision 2030 Jamaica, Sector Plan for the Services Sector (June 2010)
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largest share of visitors at 16.9%8y comparison the Dominican Republic and Trinidad and
Tobago had only 28% and 43% of visitors from the USA, respectivltyindicated in figure
D1.6,Jamaica also has a relatively large stadreruise ship arrivals (32%) when compared to
the other Caribbean islands (10% for both the Daraim Republic and Trinidad and Tobago)
This larger number of cruise ship arrivals has, however, only led to a 4% share of foreign
exchange earnings, relativo the 96% from stopover arrivals (see figure D1.7).

D1.51 Stopover Visitors to Jamaica (2010)

Italy Other Europe, 2.3_ Caribbean, 3 __Latin America, 0.7 Other,
0.5 Germany,
UK, 9.
Source: Statistical Institute of Jamaica
D1.67 Number of Visitors (Stopover vs D1.71 Foreign Exchange Earnings
Cruise) (2010) (Stopover vs Cruisg (US$mn) (2010)

Cruis
4%
Cruise
32%

Source: Statistical Institute damaica Source: Statistical Institute of Jamaica

The earnings from the stopover visitors are, however, highly concentrated on expenditures on
accommodationsmany of which also provide food and beverages as part of amchisive
package.As highlighted in figure D1.8, other sig@ctors do not receive significant shares of the
expenditure of stopover visitors. By contrast, the spending of cruise passengeish more

evenly distributed (see figure D1.9), with attractions and shops receiving much of the patronage.

It should be noted, however, that as at the end of 2010, cruise ship arrivals to Jamaica had
declined in four consecutive years, in spite of @chRi os bei ng awarded t he
Cruise Port in 2009 and 2010.
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D1.8-Expenditure of Stopover Visitors D1.9-Expenditure of Cruise Passengers

(2010) (2010)
Food &
ev (off
ship),
Misc, 4.6
15.9
Trans
5.8 Trans,
3.1
Shop,
55.8
Food &
Bev, 6.1
Source: Jamaica Tourist Board, Annual Tourist Source: Jamaica Tourist Board, Annual Tourist
Statistics (2010) Statistics (2010)

The major players in the Jamaican tourism industry are thechlisive hotels. As indicated in
figures D1.10and D1.1] although there are a larger number of noanallusive properties, all

inclusive properties offer three times the number of roosomparison of figures D12land

D1.13 further show that although there are relativiehy large hotels, these hotels dominate the
tourism landscape with respect to the availabit rooms. The World Bank (2011) explains by
noting that Owhile Jamaicads tourism sector
hotels and restaurants, most investment and expansion in accommodations over the past five
years has been concaated on largerand all n c | u s i MVitean becatgeeld that the effect of

this emphasis is exhibited in figures D1.14 and D1.15, as the occupancy rates for the smaller and
non alkinclusive hotels are significantly lower than those of the laajkemclusive properties.

D1.107 Number of Properties by All- D1.117 Number of Rooms by All
Inclusive or Not (2010) Inclusive or Not
Non-All

Inclusive
25%

All-
Inclusive
37%

Non-All
Inclusive
63% All-
Inclusive
75%
Source: Jamaica Tourist Board, Annual Tourist Source: Jamaica Tourist Board, Anniialurist
Statistics (2010) Statistics (2010)
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D1.127 Firm Size in Tourism (2010)

Source: World Bank (2011)

D1.147 Occupancy Rates by Size of
Property (2010)

D1.137 Number of Rooms by Type of
Property (2010)
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D1.151 Occupancy Rates All-Inclusive
vs Non All-Inclusive (2010)
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Although tourism has been growing in Jamaica, the country has lost market share worldwide and
regionally, as the growth rate over the past two decades has lagged behind Caribbean
because
experienceseé

competitors. Thi s i s

variety of tourism

Source: Jamaica Tourist Board, Annual Tourist
Statistics (2010)

even though the

much of
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chains and incentives to attract laiggale hotels indicate that Jamaica has bmmmpeting
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primarily through mass ¢ al e r e s3 Therefoteeven theugh. tide sector @ble to
attract significant amounts of foreign investment (US$155.4mn in 2009, the largest amount
attracted by all sectors), much of the benefit of this invedtohees not stay in the country.

Many of thelargeal ncl usi ve chains perpetuate sande sect
sea and surtourism, and heighten the vulnerabilities which Jamaican tourism face. These
include: (i) high leakage ratea s revenues are r epaf®fiilmteedd ¢t o
linkages to the rest of the econofyjii) questionable fiscal sustainability, as tourism incentives

are expensive to maintain and consume scarce public resouwees(iv) environmental
degeadatiort* (World Bank 2011). As firms in the sector seek to diversify the product offerings,

they are likely to face additional challenges including: limited access to finance; insufficient
skilled labor®® crime?® high cost of energy* and burdensome taxqredures®

Notwithstanding these chall enges, Jamaicabs t
thatit seeks to diversify both its product offerings and target market. This is because of both its
natural assets and poliased positioning. e World Bank (2011) highlights as natural
advantages the countrydés warm weather, associ
heritage assets, and strategic location. The 2011 Travel and Tourism Competitive Index ranks
the country highly in e following areas: prioritization of travel and touris#l” (out 139

countries); affinity for travel and tourism"s policy rules and regulations ()}t and ground
transportation infrastructure (28

Information Communications Technology (ICT)

The transport, storage and communications sector has besacthedargestnongovernment
contributor to GDP over the past decade (with an average share of GDP of 10.8%), following
only wholesale and retail trad It is also the sixth largest employerJamaicans (with a 6.5%
share of total employment in 2011), being significantly more important to the employment of
men than women (with shares of total male and female employment of 9.1% and 2.9%,
respectively). Although this sector has not grown sigaiftly between 2001 and 2010 (with a

The World Bank (2011) notes that 6 undneessionslnereas¢avithe | s | n
the hot el sizeé This strategy has encouraged growth
devel opment of smaller accommodations. 6

32The Caribbean has one of the highest leakage rates in the world at 80% (Wdr2OB&h

3 For Jamaica the multiplier for the tourism sector has been most recently estimated at 1.1 (i.e. for every dollar
spent by the sector, $1.10 in output is generated from other sectors). This is lower than in Barbados (1.27), Antigua
and Barbudal(.18), Dominica (1.18), the UK (1.96), and Ireland (1.72) (World Bank 2011).

* The country is ranked 11%6ut of 139 countries in the area of environmental sustainability arfdi fbi ®atural

resources in the 2011 Travel and Tourism Competitiveness.Index

% The country is ranked 8%ut of 139 countries in the area of human resources in the 2011 Travel and Tourism
Competitiveness Index.

% The country is ranked 184ut of 139 countries in the area of safety and security in the 2011 Travel and Tourism
Competitiveness Index.

3" This impacts the pricing of the tourism product offerings. The country is rankedu®®f 139 countries in the

area of price competitiveness in the 2011 Travel and Tourism Competitiveness Index.

% These challenges were identified by private sector participants (such as hotel owners and tourism association
leaders) in a focus group study conducted by the World Bank (2011).
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CAGR of 0.94%)the ICT subsector is highlighted as being highly dynamic and increasingly
competitive.

The number of telecommunications licenses that have been granted since the sector was
liberalized in 2000 hamcreased consistentlgnd in 2010 totaled61 licenses. As indicated in

figure D1.16, the total number of telephone subscribers has increased significantly in the latter

part of the decade, with the growth in mobile lines outstripping that of fixesl. liAs a result,
figure D1.17 shows that the countryds teleden
of internet subscribers has also consistently increased in recent years, and at 2010 was estimated

at 116,685 fixed service subscribers (searkgD1.18). This figure, however, does not include

the large number of subscribers to mobile internet services.

D1.1671 Telephone Subscribers (2002010)

4,000,000
3,000,000 2,617,342

ol | 1

2006 2007 2008 2009 2010
m Fixed Lines m Mobile Lines Total Telephone Subscribers

Source: Statistical Institute of Jamaica

2 490 ﬂﬁo
9,429,000

3,053,987 3,039,914 329812

D1.177 Teledensity Rate (20062010)
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100.0
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Source:Statistical Institute of Jamaica

D1.187 Number of Internet Subscribers (20062010)
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96,203 101,012
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Source: Statistical Institute of Jamaica
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Since liberalization, the ICT sector has been able to attract significant amounts of foreign
investment. FDI inflows to theector averaged 11% of total FDI inflows to Jamaica over the
period 200120053 and as at 2010, the transport, storage and communications sector had the
third largest number of foreign affiliates operating in the country. The sector also demonstrated
conskjlgrable dynamism in this area, with the largest number of new affiliates established since
2000.

A part of the reason for the countryoés succe:
because it has been targeted by the government asegistfastgrowth sector, which has been

promoted through tax incentiveS.he World Bank (2011), however, notes that soméhadse

benefits are included in the Export Free Zone Act, an arrangement that could prevent the
development of strong links betwedirms located in these zones and other sectors or
enterprises. 0

The major players operating in this sector fareign (primarily Americar) companies involved

in business process outsourcifBPO), large overseas telecoms providessd a few local
software development companies. Outside of the tax incentives offered, the advantages open to
firms operating in this sector include: proximity to the USat Englishspeaking trainable
workforce; competitive costs; and recent improvements in the telecommatibns
infrastructure.

The challenges facing this indusaise numerous and include:

@aps in the levels of required skills and capabilities for ICT among the workforce;

existing focus of local ICT companies on low vahared services for export;

limited access to capital for new ventures in the ICT industry;

constraints to the continued development of the outsourcing industry, including

inadequate office space, poor English standards of students leaving the various levels of

the education systemgnd the low takeip by local investors of the opportunities
presented by outsourcing;

1 limited existing capacity in the manufacturing of hardware components and the creation
of software that has domestic and international market potential;

1 relatively limited application of @ommerce which is still primarily concentrated in
product and service delivery to consumers, with limited attention paid to butiness
business operations, brokerage/intermediary services, online shopping malls, virtual
communitiesand content and service provision; and

1 limited presence of electronic document management systems, knowledge management

technologies and processes, groupware, business intelligence through data warehousing

and data mining, content management systemsywroemmental scanning for emerging

| CT tech*hologies. d

= =4 -4 9

% Vision 2030, National Development Plan

% Investment Map Website

4141 1n 2006Jamaica was ranked'h competitive cost for call centers (Vision 2030, National Development Plan).
JAMPRO (2010) noted that average call center and BPO salaries-@@8&wer than the corresponding salaries
in the USA.

“2\/ision 2030, National Devefament Plan
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Additionally, even though there have been recent improvements in the telecommunications
infrastructure, as figures D1.491.21 illustrate, these improvements have not been sufficient to
give Jamaica @ompetitive edge over countries such as Barbados and Trinidad and Tobago.
Although potential exists for future growth in this sector, further work must be done if the many
challenges are to be overcome and if this potential is to be realized.
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Manufacturing

Of the nongovernment sectorspanufacturing had the fifth largest share of GDP over the past
decade (with an average share of GDP of 8.8%). It also contributed the fourth largest share of
total employmenin 2011 (6.8%), being considerably more important to the employment of men
than women (with shares of male and female employment of 7.8% and 5.4%, respecfigely).
indicated infigure D1.22, he employment in the sector was shared fairly evenly betiaeger

and smaller firms, with large firms providing 56% of the employment in the manufacturing
sector, and MSMEs providing 44%.
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D1.227 Distribution of Employment by Firm Size (200910

# Employed
in MSME
manufacturi # !Employed
ng firms in large .
44% manufacturi
ng firms

56%

Source: Computed by author from data provided by Statisticalutestf Jamaica

Between 2001 and 2010 this sector has consistently declined, with a compound average growth
of real value added 61..35%. This made it the second fastest declining sector over the decade,
behind only the mining and quarrying industiyhis continued a trend that began in the previous
decade, as the steady decline in the share of manufacturing activity and corresponding increase
in the importance of services has become one of the characteristic features of the Jamaican
economy.

Themanufacturing sector is comprisefia number of key subectors:

T

Food processing is a major producer of manufactured commodities, with animal feeds, flour,
sugar and poultry meats being among the largest outputs. There are currently 129 firms
listedn t he Jamaica Manufactureros Association
in this subsector. This subsector contributed on average about a third of the manufacturing

A

sectords tot al out put .

The beverages and tobacco sdetor is dominated bthe production of beer and, to a
significantly less extent, alcohol (primarily rumAll tobacco manufacturing operations in
Jamaica ceased in December 2005. Since thisnsubsectorprodued on averagpist over
17%o0f the manuf aalbulputi ng sectords tot

The sector also produces chemicals and chemical products, with the major outputs being
fertilizer and salt. There are 56 firms listed in the JMA membership directory in this sub
sector. Production from this subector accounted for approxirebt 10% of total
manufacturing output.

Nonrmetallic mineral products, of whichement production is a mainstagontributed on
average about 8% to manufacturing outplihere is one major producer of cement in the
country.

Petroleum products are anothmajor output of the sector, with fuel oil, automotive diesel

oil, gasoline, and turbo fuel being the main outpiRgfined petroleum products contributed
about 7% of manufacturing output.
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1 The metals, fabricated metal products, machinery and equipsaésector produced an
average share of just under 7% of manufacturing output. There dnen3llisted in the
JMA membership directory in this sigector.

1 Paper and paper products, printing and publishing contributed an average share of
approximately 86 of manufacturing output.

1 Furniture and products of wood, cork and straw, produced on average just under 4% of
manufacturing output. There are fifns listed in the JIMA membership directory in this
subsector.

Notably absent from this list of dominant manufacturing-settors is the apparel industry,
which dramatically declined in the second half of the 1990s, due to more competitive labor costs
in other Caribbean and Central American countrieBhis sector ggw exponentially after
Jamaica gained preferential access to US textile markets under the Caribbean Basin Initiative of
1984, but declined rapidly when Mexico received even better access under the NAFTA

Also noteworthy from the above list, is the comiation in low valueadded manufacturing

out put s. The World Bank (2011) explains tha
marketing efforts, Jamaican firms wefer the most part, unable to move up the value chain to

hi gher g u a |l Thisyis oper od ttheu factors that has accounted for the poor export
performance of the manufacturing sectémnother factor noted by the World Bank (2011) is the

fact that Jamaicads export compositiontisi s not
exporting products for which global demand has not been increasing.

Figures D1.3 and D1.2 show that the relative share of goods exported from the manufacturing
sector has changed over the past decade, with sugar and beverages and tobaccarlpsacg the

of dominance, to be replaced primarily by mineral fuels. Only chemicals and processed foods
have had a fairly stable and relatively large share of manufactured exports over the déeade.
latest allocation of manufactured exports, however, do¢saugur well for the growth of the
sector, as the goods primarily exportedrasethose with strong international demand.

D1.237 Share of Total Exports from Manufacturing Sector (2004)
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Source: Statistical Institute of Jamaica
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D1.247 Share ofTotal Exports from Manufacturing Sector (2010)

Crude Ma Misc_Manu Goods\ Mach E Other Traditigkail& Veg Oil
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The World Bank (2011), however, highlights food processing, and specifically the sauces and
spices sulsector as an area of potential growthnotes that:

6 J amai c-précessinfg sextdr as a whole, while growing, has been facing increasing
pressures to maintain its competitiveness and world market share. The sector shows a high
degree of concentration in both the products it exports and the marketshiese The analysis
presented for the sauces and spicess&ahor confirms a similar trend: the industry, while
growing, has been limited in its ability to diversify markets. This means not only new countries
but also new markets within existing expdgstinations, such as more mainstream markets or
niche products (e.g. organic) in North America and Europe. However, the industry has potential
for extensive and intensive export growiththat is, growth in new, more dynamic market
destinations and growthithin already established markets. It can do this by taking advantage of
the growth in such niche markets as the organic and ethnic foods, or by expanding into
mai nstream ones. 0

Such growth they argue, is, however, predicated on strengthening a rafmibks in thefood
processing value chain. Reliable supplies of raw materials are needed, and so efforts to
strengthen linkages between agricultural producers and the food processing industry should be
intensified. The importance of packaging was alsphasized, as was the availability of current

and accurate information on market trends and entry requirements. Also highlighted as a
challenge to the subector are the high certification costs associated with exporting. The World
Bank (2011) notes thaforéthe Jamaican sauces and spices-settor, efforts at improving
access to certification would include prioritization of quality standards according to market
access requirements, improving ingency coordination between certification bodies and
export promotion organizations and creating forums for pupliwate cooperation 6

As noted in Jamaicabds Vision 2030 National De
affect the manufacturing sector include:

T 6Constraints i n tbusnessnencironment affecong competiiveness in
which Jamaican manufacturers operate, including complex regulatory processes.
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1 Limited economies of scale resulting from relatively small plants geared for the domestic
market.

High costs associated witllime and security issues.

Limited access and the high cost of credit to the manufacturing sector.

High costs of some productive inputs, including energy.

Low levels of investment in modern technology and business practices.

Constraints in transport and leér infrastructure.

Traderelated issues including: implications of regional and global trade liberalization;
monitoring of rules of origin requirements anderport of extraregional goods to Jamaica,

and enforcement of antiumping provisions to ensureompliance with international

A

agreements. O

=4 =4 =4 -4 -8 19

These challenges must be addressed if the manufacturing sector, or @egtsulithereof is to
be a future source of growth for the economy.

Business Services and Cultural/ Creative and Sports Industries

@Business services include real estate, consulting and professional ser@Godsiral/Creative industries
involve the creation, productiond commercialization of contents which are intangible and cultural in

nature, which are typically protected bypcg r i gh't , and which may take the
(Vision 2030 Jamaica National Development Plan).

The real estate, rent and business services sector has been the third largestemoment
contributor to GDPover the past decade (with an average share of GDP of 9.8B&).sector
includes a large number of enterprises ranging from accounting and business consulting firms,
real estate brokers and managers, lawyers, architects, engineers, to informatioroggchnol
consultants and service providéfs. It, however, has one of the smallest shares of total
employment (5.1% in 2011), with the jobs distributed almost equally between men and women
(5% and 5.2%, respectively). The sector has also not grown signifi¢aritie past ten years,

with a CAGR of 1.02%.This is because it largely depends on the provision of busiakged
services to productive enterprises located in Jamaica, and so its growth is constrained by the
overall growth of the economy, and, inrfeular, urban centers.

If the provision of business services is to be a driver of growth in the Jamaican economy, such
services will have to be exported to a much greater extent. The liberalization of global and
regional markets has led to the globatfian of the business services sector, and this, along with
improved international telecommunications and travel infrastructure, has opened up
opportunities for the export of business servicElese opportunities have, however, only been
exploited to aimited extent,asJamaican business services providers typically deliver services
abroadonly throughthe use of telecommunications systerand when foreign clients travel to
Jamaica. The modes of trading services that require the providers to leavearitrg are much

less utilized. These involve establishing branches or subsidiaries overseas and temporary entry
into another country to provide services.

“3Vision 2030 Jamaica Services Sector Plan (220180)
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The Vision 2030 Jamaica Services Sector Plan (Z0B®) has identified the main challenges
fortheex port of services as including o6relativel
opportunities among local service providers, unavailability of affordable financing options,
inefficiencies in bureaucratic processes, and competitive advantage®igméos who do not

have to pay GCT and other |l ocal taxes on serv

The CulturalCreative and Sportsdustrieshave been included in this section, because even
though they are not independently measured in the national accounts, there is sufficient reason to
believe that they have the potential to be of economic importance if properly harné$sed.
rangeofcull r al / creative industries includesuahprint:.
phonographic and cinematographic productions, crafts and design, and may be extended to
include architecture, visual and performing arts, sports, manufacturing of muasitaments,
advertising an* Therais verylitdeldata on these imdustri@st in a study

conducted in 2007, it was found that the copyright industries contribute about 4.8% to the
countryoés GDP and acc®unt for 3% of empl oymen

The potential, however, exists for the contribution to be greater, as:

i.  Cultural and creative industries are among the fastest growing aspects of the global
economyit hey represent up to 7% of the worl do:
annum,drivae i n part by the convergence of medi a

ii.  Jamaica has garnered worldwide acclaim for its culture (particularly music) and sporting
prowess (particularly in athletics), suggesting that there may be competitive advantages
to bereaped

The Vision 2030 Jamaica National Development Plan, however, identifies numerous challenges
that must be overcome if these industries are to fulfill their potential:

T 6Weaknesses in the | egal and i nstalpropetty, on al
and high levels of piracy;

1 Limited presence of ownership in the marketing and distribution channels for creative
industries;

1 High numbers of micro and small enterprises and individual entrepreneurs, many of whom
function in the informaéconomy;

1 Limited capacity in modern levels of business methods and inconsistent standards of quality

and delivery;

Relatively limited access to capital for the creative industries;

Lack of adequate statistics and information on creative industries

Inadequate levels of business skills and technology application in creative industries;

Inadequate opportunities for education and training in creative skills to meet the standards of
domestic and international markets

= =4 -8 -9

“4\/ision 2030 Jamaica Services Sector Plan (22080)
%5 James (2007) as quoted in Vision 2030 Jamaica Services Sector Pla2(2009
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Inadequate coordination among governmaestitutions related to the creative industries and

between government and the private sector; and
Inadequate numbers of properly equipped indoor and outdoor venues to support music

festivals,shomand ot her <creative performances. 0
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E. ISSUES FOR PRIVA SECTOR DEVELOPMENT

This section assesses a number of issues that are critical to the development of the private sector
in Jamaica. It begins by assessing the institutional support structure that is available to private
firms, both from private sectorrganizations (PSOs) and donor agencies. It then analyzes a
number of challenges that have traditionally affected the private sector to ascertain whether
progress has been made in alleviating them, and whether the challemgesaffect the
competitivenes®f Jamaican firms. Finallybroaderenvironmental and gender concerns are
addressed.

1. Business Supportive Institutions Structure

In Jamaicahere area numberof umbrella organizations that represent the interests of the private
sector generallysomethat represent firms in specific sectors and of particular sizes, and others
that represent the interests of female business owners. The major PSOs that are currently
operational are described below

The Private Sector Organization of Jamaica (PSOJ)

The PSQOJ is a national orgaatron of private sector associations, companies and individuals
that seekto promote a competitive and productive private sectdr.is a longstanding
organization, having been in operation for 36 years. Its current visiorbesthe unifying voice

of the private sector working in partnership with public sector and civil society to achieve the
2030 Vision for Jamaicaln this respect their stated mission is to effectively advocate for the
implementation of public policyhat enables strong sustainable private sector led economic
growth and development.

The PSOJ6s areas of emphasis for the period

1 To promote cooperation between private sector orgions

1 To formulate and promote a macroeconoputicy framework which will achieve high rates
of sustained economic growth

1 To formulate and promote policies for the achievement of a lawful and just society

1 To promote and influence greater transparency, efficiency and accountability in the
operationf the public sectgrand

1 To promote the practice of good corporate governance in the private sector

The PSOJ is governed by its Council, which is elected by the general membership at the Annual
General Meeting to serve for a two year period. The Coefexts each year from its members,

an Executive Committee, which includes the President and Officers of the PSOJ. The
organkation seeks to influence national policy issues of a political, social, or economic nature.
The Executive Committee, under guidanfrom the Council, leads this process by promoting
discussions with the country's government, political directorate and the opposition. The
Organkation is also in close and constant contact with the major -hatétial and biateral
agencies.
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The PSQ is comprised of a number of workingnamitteesthat focus on areas critical to the
development of the Jamaican private seclbese includeorporate governance, education and
corporate social responsibilitgconomic policy, justice reform, nationalcsety, and trade

policy. The committees meet regularly and seek to ensure that the voice of the private sector is
constantly heard througitdvocacy, wrkshops, articles and training

The PSOJ has a high level of political influence, as it comprises the most powerful private sector
stakeholders in the country. This influence is bolstered by key partnerships with other PSOs as
they seek to represent the interests of the business cotgnininthe publieprivate sector
Partnership for Transformation (PET)The other PSOs included in these discussions include:
theJamai ca ExportJamad cAs Maniud taic dthme dJamaicd Charbers o c i a
of Commerceandthe MSME Alliance

The amaicaE@ D 1 O Ashdiation (JEA)

The JEA is an association of exporting firms that was establishptbtoote the growth and
devel opment of J a nits missiod s to eexhanoer the campatitiveness and
sustain the gr o wittaditonal expods¥ missi visiandirsiolvas dnmproving
Jamaica's international imagmcreasing the competitiveness of Jamaican firershancing
cdlaboraton with stakeholders members, donors, and other associatiodentifying export
opportunities- focusing on tgh value customer and product segmeatsd building Brand
Jamaica.

The Associationhas been in operation for 46 years. hdis 225 member companieshich
represent a range of sgbctors including Agrbusiness, Apparel, Building products, Beverages,
Chamicals, Cosmetics & Pharmaceuticals, Electronics, FurnimeCrafts, and the Service

i ndustr i es . major Breas ofJfdeusdasadvocacy, training, financing, pject
managementtechnology, promotions, publications and markdbrimation. Through funding
from the Private Sector Development Programme (PSDR),JEBA ha also estalished a
network of Export Cemts and Business Information Points (EC/BIPs) across the igtand
providestandardized exporting and business information

The JEA sems to have a fairly high level of political influence, particularly through its
partnerships with other PSGnd with government agencies such as JAMP&Ran example,

the JEA andJAMPRO partnered to develop a National Export Strategy for Jamaite
Association provides advocacy support to players in the export industry with special emphasis on
assisting its members.Lobbying is the main form of advocacy used and takes the direct
approach of engaging government officials through regular meetings Mirntisterial level.

The Association monitsiinternational and local trade policies and remains vocal through media
campaigns, public addresses, and through commissioning and publishing research or polls.

“® The Association has worked with Jamaican businessssize export opportunities in nenaditional areas such

as fresh produce, pharmaceuticals, herbs and herbal products, condiments, craft and giftware and in the area of
services. Through its efforts, the processed foods and fresh produce sector fggeWwaenin key markets such as

the USA, Canada, the U.K. and other areas in the European Community.
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http://www.exportjamaica.org/start/
http://www.jma.com.jm/
http://www.jamaicachamber.org.jm/
http://www.jamaicachamber.org.jm/
http://www.msmealliance.org/

Regular meetings are also held with internatlodonor agencies and local and international
trade support organizations. The special EXIM Bank Financing Facility which is now available
to members of the JEA and the Jamaica Manufacturers Association (JMA) was created through
an advocacy initiative ahe JEA*’

Competitiveness Company

Il n 2005, the Jamaica Exportersd Associati on
(CC), to provide an inhouse centre of expertise in competitivene3he goal of he
Competitiveness Company is to increase endance the competitiveness of firms; ensure that
their products and services can command a premium in the market place; and move exports up
the value chain.Their mission is to enhance prosperity by improving the competitiveness of
MSMEs by providing inovative solutions and data based analytics, delivered by a- multi
disciplinary, highperformance team, with a network of highly competent associates. The CC
has a vision to be the first choice in the Caribbean for consulting services for international
conpetitiveness, strategy and cluster development for industries and firms.

The CC implements projects to create, develop or enhance sustainable enterprise and
entrepreneurial success for MSMESs, the youth and unemployed. These projects range from
developingentire value chains to enhancibgsiness practices or facilitating the provision of
critical services and market linkages. Téervicesofferedincludebuilding the competitiveness

of MSMESs, opportunity scoping training, intellectual property managememind strategic
planning

The Jamaica Employers' Federation (JEF)

The JEF represents the views of employers, locally and internationally. regsstered Trade

Uni on. J E F 0 sontrinutests the developsnent ad Employer/Employee relations
within Jamaica. It seeks toyter alia: safeguard and promote the interests of employers in all
matters affecting relations between employers angl@mes; make available to members,
information on policies, conditions of employment, rates of pay, general and specific HR
practices and Industrial Relations matters; and consider and make recommendations with regard
to any legislation affecting, or liketo affect, relations of employers and employees, whether
indirectly or directly.

The principal body of the Federatias its Council, which is comprised of over 320 corporate
and individual members. An executive committee is elected annually thapaletg and
supervises the work of the JEF Secretariat. Sixcaubmittees are appointed by the Executive to
make recommendations in their field of operation and to assist the Secretariat. These sub
committees are: Education & Training; Labour Market & Resk; International Relations;
Safety, Health & Social Security and Business Development.

*" Exporters can borrow up to J$2 million, and manufacturers up to J$1.5 miNioollateral is required; however
applicants must be able to demonstthtgr creditworthiness and their ability to service the loan.
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The Small Business Association of Jamaica (SBAJ)

The SBAJ is a private neprofit business organization established to foster the growth and
development of business and professional groups and to represent the entire small and micro
business sector. The SBAdpresents businesses employing onefty émployees and & an

income turnover not exceeding five million US dollars per annum. The business should not be a
part of a conglomerate.

The SBAJO sto suppsrstheoenonomis and social advancement of their membership
through: the provision of technical adviceratning, consultancy and trade servicasd the
promotion of the principles of private enterprise and initiative. The association also seeks to
represent the views of the membership to the wider public, encourage the spirit of collaboration
and cooperatio and build positive examples of enthusiasm, dedication, consultancy and
leadership.

The SBAJ is a welestablished entity, being in operation for 38 years, and representing over
8000 MSEs. It is assessed as having a medium to high level of politicancd, by virtue of

serving as a corporate voice for numerous small and micro bussnessch account for much

of the countryds empl oyment. The strength of
the other major PSOs on important matters.

The MSME Alliance

The MSME Alliance is a network of 34 business organizations from a wide range of sectors.
Although it is a relatively young institution, by virtue of its wiglganning network, it claims to
represent more than 300,000 MSMEs. The All@@ms to create strategic alliances and
meaningful partnerships that can empower MSMEs. They engage in lobbying activities to
improve the representation of MSMEs in Jamaica and the Caribbean. The Alliance is assessed as
having a medium to high level pblitical influence primarily because of the very public persona

of its president. As with the other PSOs, cross institutional collaboration strengthens its
influence.

4 EA Al AEAA - A1 OEAAODOOAOOGS ' OOT AEAOETT , Ei EOA

The JMA is a limited liability companywhich aims topromote the development of the
manufacturing sector and increase its contribution to the -soscioomic welfare of the country
by creating jobs and improving the siand of living for all. The Association represts
manufacturers in all the manufacturing séztors as well as institutions and organizations
which provide services to these sectoiheir mission is taservetheir members through the
efficient delivery of quality service that will impact positiyebn the development of the
manufacturing sectortheir employees and theassociates, whilst contributing to the secio
economic welfare of the country.

The JMA seels to promote the development of industry in Jamaica by:
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1 Encouraging and assisting members in the use of efficient and modern production methods

and the maintenance of excellent product quality and proper standards of safety.

Promoting the use, in Jamaica and overseas, of products manufactured in Jamaica.

Asssting members in securing markets through participation in trade shows, conventions and

trade missions both locally and overseas.

Promoting free discussions on opportunities and challenges in the manufacturing sector.

Fostering, encouraging and promotirigir business practices and public interest in

manufacturing.

Providing members with ufp-date information on the global business environment.

Making representation to Government on legislations and regulations affecting the

manufacturing sector.

1 Spe&ing out on matters affecting the welfare of manufacturers and collaborating with
private and public sector organizations to

1 Assisting members to secure concessionary rates of duties on certain catédgorsted

raw materials.

Representing members on trade negotiation bodies

Acting as the liaison between the membership and the Government Ministries and Agencies

Representing on numeroussk forces, boards and committees for the purpose of

consultatiorand participative dialogu®

E = =

= =4

= =4 =

The JMAIis governed by a Board of Director®irectors are assigned to Standing Committees
and report to the Board on matters relating to Government Affairade and Export
Development, Membership Development, and Fieaand Administration. By virtue of its
vocal and strident representation on particularly the first two issues, a membership of over 300
firms, a long history of 65 years of representgtiommbership on numerous boards and
committees of national importamcand willingness to partner with other PSOs, the JMA is
assessed as having a high level of political influence.

4EA * Al AEAA " AT EAOGO ! OOT AEAOGEIT j*"1Q

The JBA represents commercial and merchant banks in Janfaics. Companies, Finance
Houses and other Banking Institutions are also included as associate mentisargrissionis

to ensure the strength and continuing succefiseafmember organizations by promoting a safe,
vibrant and competitive banking secttirough an effective programme of advocacy and
education Their mission also extends@ahanig the economic wellbeing of consumers within
the banking community.

The JBA works closely with government representatives/policy makers to influence the
reguations and laws which affect the banking industry, and keep their members informed about

“8 These include: the National Planning Council; Private Sector Development Programme Steering Committee;
Quality Jamaica Project Committee; Manufacturing Sector Task Force for Jamaica 2@Ripbent Plan;

National Export Strategy; Jamaica Trade and Adjustment Team (JTAT); Council for Trade and Economic
Development (COTED); National Planning Summit Board; National Commission on Science and Technology;
Jamaica Customs Board; Bureau of Standaasaica Board; National Export and Import Bank Board; Jamaica
Business Development Center Board; and National Council on Education Committee.
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how developments may affect their businesses. They also provide information that will position
consumers to make better financial decisions, through public educaiopaigns about the
nature and benefits of the products and services offered by the industry. Additionally, the JBA
offers training to its members through the Jamaica Institute of Financial Services (JIFS).

The JBA has been in operation for 39 years, amaihtains close relationships with the other
PSOs. As a testimony to the close working relationshipls,e sJsBcletariat and training
institute have been recently joined with those of the PSOJ. It has a high level of political
influence, particularlys it relates to the regulatory procéssthe banking sector

The Jamaica Agricultural Society (JAS)

The JAS is an umbrella organization consisting of numerous affiliated organizations, including:
the Jamaica Citrus Growers Association, Pimento Grevssociation, Cocoa Industry Board,

All Island Cane Farmers Association, Coconut Industry Board, All Island Banana Growers
Association, Coffee Industry Board, Jamaica Livestock Association, Ministry of Agriculture
Export Division and Sugar Industry Boardlthough the JAS was previously incorporated as a
private voluntary organization, it is now an agency of the Ministry of Agriculture and Fisheries.

The mission of the JAS is to represent the interests of farmers by offering services which will
enhancetheir levels of productivity and facilitate the overall development of the agricultural
sector. Its current vision includes: developing and exparidceg and international alliances;
improving itsvibrancy and relevancanproving thecommunicatiorwithin the JAS and with the

public; widening themembership basemproving the quality ofgricultural extension services

offered; stablishingrelevant training programs and st r e n globhymoaffortgg t he JA

Although the JAS has a very long histarfyover 100 years, its current effectiveness has been
called into question. It also does not have very strong linkages with the other PSOs. Its level of
political influence is thus ranked as low to medium.

Jamaica Hotel & Tourist AssociationJHTA

The JHTA represents Jamaican hotels, other visitor accommodasindsuppliers of goods and

services to the tourism industryl t s mi ssion is to promote the
hospitality industry and to represent the interests of its members iocall, regional and
international forums.

The JHTA is governed by its Counaihich is elected annually and comprises Active and Allied
members from the six area chapters of the Association, namely: Negril, Montego Bay, Ocho
Rios/Runaway Bay, Port Antonid&ingston and the South Coast. A President and four Vice
Presidents (who are also elected annually) head the Council.

The JHTA has been in operation for over 50 years, and maintains very close linkages with the
other PSOs, particularly the PSOJ of whiicts a member. It is also represented on the Boards

of Directors of the Jamaica Tourist Board (JTB) and the Tourism Product Development

Company (TPDCo), and so is well placed to lobby for its membership in the development and
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mar ket i ng o fismJpaoduati dt asGassessed asrhaving a high level of political
influence.

Women Business Owners Jamaica Limited (WBO)

The WBO is an association of Jamaican female business owners. Its mission is to provide
leadership in the development of women business owners through education, research,
mentorship and networking. It aims tprovide a forum for women who are ownersgpancipals

of their own businessgfacilitate the growth of female owned businesses throughamaica,;

take part in the decisiemaking processes of the country and be a vimi@onomic and social
policy; foster and engage in the study and researabsags relating to aspects ainership of
business by womenmmnprove market access and competitiveness for women businesssowy

the global market place;etgielop linkages and affiliations with international bodies aimed at
enhancing the growth dninfluence of the organization; armhhance the visibility of female
entrepreneurs who contribute to the growth and development of the economy, through job
creation and education

Although it is a relatively new association, being in operation for nine yiedwas been able to
garner funds to undertake key studies on women and family owned businesses iga,Jama
conduct training and sensitization workshops to improve the capacity of existing and potential
women business owners, and to provide mentoring asidtaisce in the growth of women
owned business in Jamaicalthough it has potential to be highly influential, its low visibility
suggests that such potential has not yet been realized.

The Jamaica Network of Rural Women Producers (JNRWP)

The JNRWPcomprises over 250 rural women members across the island. These women are
involved in a variety of entrepreneurial activities, including farming, craft and household items,
agroprocessing, services and retdtit mission is tovork along with key partnerto foster the

economic and social development of rural women in Janfaitah e net wor kds Vi s
empower and motivate rural women so that they may improve the quality of their lives and the
overall welfare of their communities, thereby contributiogational development.

The INRWP provides an opportunity faural women to network amongst each other and also
offers exposure for their products and services through various expositions and medidéora.

network has also been able to organize tnginn several disciplines to improve the knowledge,
skills-base and operating standards of its members.

9 The following agencies are listed as key partriRtsal Agricultural Development AuthorifRADA); The
Bureauof Women's Affairs (BWA) The Organization of American States (OABhe Centre for Gender and
Development Studies, UWThe United Nations Development Fund for Women (UNIFEM)er-American

Institute for Cooperation on Agriculture (IICAyhe UnitedStates Agency for International Development (USAID)
Texaco Caribbean Incorporategianadian International Development Agentiie Ministry of Labour and Social
Security andJamaica Trade and Invest
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Although the JNRWP has been in existence for 13 years, and has created useful partnerships,
both locally and internationally, it is not highly visiblEnd so is not perceived as having a high
level of political influence.

2. Donors and Other International Entities 50

Jamaica has numerous international development partners (IDPs), including many bilateral and
multilateral institutions. Only a subset tfese institutions is, however, actively providing
support to the countrydéds PSD activities. The
and two subsidiaries of the multilaterals currently offering PSD support in Jamaica. Between
them appraimately 60 donossupported PSD projects and/or programs are being implemented in
Jamaica.

The areas supported in these programmes are widely varied. This is clearly illustrated in the
figures below which highlight the areas that are being paid tisé tedhe most attention in the
donorsupported PSD projects and programs being implemented in Jamaica. Figures EO.1 and
E0.2 classify and rank the total number of projects by their stated primary and secondary
objectives, respectively. Figure EO.3 iraties the proportion of total budgeted funds that is
allocated to each area.

From all three figures it is clear that the critical areas of access to finance and the business
environment are being paid significant attention in the donor initiatives, ibatrms of the

number of projects/programmes and the amounts of funds budgeted for these areas. A relatively
large number of the PSD projects also seek to improve the business supportive institutional
infrastructure. Improvements in the capacity of @i@v sector organizations (PSOs) that
represent businesses are expected to increase the efficacy with which these groups lobby the
government for meaningful improvements to the business environment. It also allows the donor
agencies to channel support tasinesses through these PSOs, which is arguably more efficient
and direct than going through one of the many government agencies with responsibility for PSD.

E0.1- Primary Objectives (Total # of Projects)

25
20
15
10
5
0

0 More detailed descriptions and analysis of the daupported private sector development initiatives are provided
in the Donor Matrix (DMX) Report for Jamaica (2012), included as an annex to this report.
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E0.2- Secondary Objectives (Total # of Projects)
10

O N b O

Other

The DMX has, however, also shown that whereas these projects and programmes have
undoubtedly created significant benefits for the targeted beneficidifésulties exist which
challenge the sustainability and proliferation of such benefits. The recommendations listed
below seek to address the difficulties. They are presented in summary form as they have been
discussed ithe donor matrix report presexd in an annex to this document

Recommendations to Improve Prioritization, Coordination and Evaluation

1. The seemingly attoc manner in which donors cooperate with each other on particular
projects needs to be replaced with more systematic coordinétiots.e
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2. Such efforts should begin with the definition of priorities for PSD in Jamaica, which should
incorporate the views of the local private and public sector stakeholders. This is an area in
which donor collaboration and coordination can be vegfulsbut is also an issue that the
GOJ needs to take a vested interest in.

3. The PIOJ (or some other government agency) should be tasked with holistically examining
all of the donotsupported projects and programmesssess the potential benefits versus the
expected costs.

4. Greater emphasiseeds to be placash postimplementation evaluation of PSD projects and
programmes.Specifically

1 Theresultsof donor evaluations of their projecised to be widely dissninated amongst
and discussed within the donor community and local stakeholders to ensure that the
implications are appreciated and lesssinzed;

1 The method of evaluation should include an attempt to measure the extent to which
nationally prioritizedobjectives have been met (rather than solely focusing on narrowly
defined project objectives); and

1 A holistic evaluation of the impact of all PSD initiatives implemented in the country
should at some point be undertaken, and should examine issues teldtiagiumber of
people, enterprises and/or institutions affected, the extent to which target groups were
reached, and the changes in competitiveness that were derived.

Areas Recommended for Increased Donor Support

1. Projects having as their primary focosans of improving therioritization of objectives
and coordination among donors, between government agencies, and including private sector
stakeholders.

2. Projects focusing on improving the supply and lowering the cost of energy for Jamaican
businesses.

3. Projects seeking to address the difficulties associated with international trade that adversely
affects the competitiveness of Jamaican businesses. Particular attention should be placed on
the | ack of di versi fi cat i aependehce onhimports,@nudnt r y &
inefficient institutions that hamper the smooth flow of goods and services.

4. Projects that aim to improve the productivity of the Jamaican worker and reduce labour
market inefficiency.

5. Projects that seek to address the challenges to the widespread adoption of innovative and
technologydriven business practices in Jamaican firms.
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3. Access to Finance
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This section presents a briafnal ysi s of the issues affecting
Jamaica. It examines the efficienof the credit market, the supply of domestic credit, the
international supply of credit, and institutional factors that affect the supply of credit. This
section is not intended to provide a comprehensive analysis dddtorsaffecting the demand

and sipply of businessredit, as such an analysis was recently conducted for Compete Caribbean

by Tennant (2011).

Figure E1.1 indicates that the interest rate spread of Jamaican banks in 2010 was the second
highest amongst all the comparator countries, bexcgexied only by HaitiFigure E1.2 shows

that since peaking during the crisis and immediate-gasis periods, spreads have been trending
downwards, reaching 9.27% in 2008. Notwithstanding this substantial decline, Jamaican
commercial bank spreads westll almost double those of banks in Barbados and Trinidad in
2008, and since 2009 Jamaican interest rate spreads have increased significantly. This suggests
that the credit market in Jamaica is relatively inefficient, characterized by high transaostss

and oligopolistic behavior of banks.

E1.17 Interest Rate Spreads (2010) (%)
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Source: World Development Indicators
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E1.27 Interest Rate Spread (%)
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Source: World Development Indicators

The availability of credit is highly dependent the savings mobilized by the domestic financial

system, and the extent to which such credit is intermediated in the form of loans. Figures E1.3

and E1.4 both indicate that the Jamaican financial system performs relatively poorly in
mobilizing savingsaspr oporti on of economic activity. TF
to GDP ratio was the third lowest in 2009, with only the Dominican Republic and Haiti having

lower ratios The alternate measuréetgross savings to GDP ratiprovides similar esults.

Whereas these figures indicate that less domestic funds are available for lending in Jamaica than

in countries of a similar size, figure E1.5 shows that Jamaican banks lend a larger proportion of

the available funds than a significant number ef tomparator countries. The performance of

the Jamaican banks in this respect is about average.

E1.37 Financial Systems Deposits to GDP (2009)
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Source: Financial Structure Dataset (2010)

E1.47 Gross Savings as a % of GDP (2010)
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E1.57 Bank Credit to Bank Deposit Ratio (2009)
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The overall belowaverage performance of Jamaican financial institutions in mobilizing and
intermediating domestic savings, increases ithportance of the availability of international
funding. Figure E1.6 shows that Jamaica has the highest ratio of international debt issues to
GDP (of comparator countries for which data are available). This suggests that international
bond issues are adlvely highly relied on as a source of financinglamaica It must be noted,
however, that to the extent that such international bonds are issued by private firms, they are
almost exclusively used by large corporations. MSMEs do not rely on interalabond issues

as a source of financing. Such firms atso lesdikely to receive credit from overseas banks.
Figure E1.7 shows that although Jamaica has a ratio of loans fromesidant banks to GDP

that is slightly above average, the ratio is gigantly smaller than that of regional comparators
such as Belize and St. Vincent and the Grenadisigggesting that this also is not a primary
source of funding for many Jamaican businesses

E1.67 International Debt Issues to GDP (2009)
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E1.77 Loans from Non-Resident Banks to GDP (2009)

5.00 384
aS./1 9.04
4.00
2-88 1.84—2-19
1:00 0-0% 0-01 011 0.12 0.16 0.20 0.26 0.40 . l
= T T T T — f— T - T T T T
N 2 A > S R - 2 < R N
*23’{\ Q'b& <& @‘Z@Q é\'bb ((\\0\(' (Q'b\(' <<$0\ %e}\ﬂ’ 'DQO‘ 3\\&\0 Qc,e‘\
& < > Q N
& P © P N Ay d)\o‘:’o R\ :,}‘A

Source: Financial Structure Dataset (2010)



The relative inefficiency of the Jamaican financial system, along with the issues facing the
domestic and internationaupply of credit, are attested to figures E1.8 and E1.8y the
countryés below average Doing Business Report
relatively large proportion of businesses identifying access to finance as a major constinaint in t

Wor | d Bank éSsirveiisn20H).As expested,ifjure E1.10 highlights the heightened
difficulties faced by Jamaican small firms in accessing credit, relative to mesitnich and large

firms. The gender breakdown provided in figure E1.11 is, dw@n, somewhat more surprising,

as a considerably larger proportion of male managers than female managers (43% and 34%,
respectively) identify access to finance as major constraint.

E1.87 Getting Credit - DBR Rank (2012)
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E1.107 Access to Finance Constraint by Size E1.117 Access to Finance Constraint by

(% of firms) Sex (% of firms)
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Some of he difficulties thatlamaicarfirms face in accessing credian be traced to theon
existence of institutions that serve to reduce information asymmetries. Because no credit bureaus
exist in Jamaica, the country (along with most of her Caribbean counterparts) has a depth of
credit information index value of 0 and a public registry pridate bureau coverage of 086
adults(see figures E1.12 and E1.13)n Jamaica, the need for credit bureaus has been long
recognized. With assistance provided under the JCEP, the Credit Reporting Act was passed in
October 2010, and the Credit RepogtiRegulations which operationalize the Act were approved

by Parliament in January 201T.0 date, the BOJ has licensed teredit bureaus to operate in
Jamaica.None are, however, yet operational.

E1.12i Getting Credit - Depth of credit information index (0-6)
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In the absence of good credit information, banks and other finamgttutions protect
themselves through high collateral requirements. Figure E1.14 indicates that in Jamaica, a
relatively high proportion of loans require collatgj@r%), a figure marginally exceeded only by
Belize and St. Lucia. The value of collateral needed for a loan as a percentage of the loan
amount is also higher in Jamaica than in most of the comparator countries (see figure E1.15).

FiguresE1.16 7 E1.19 highlight the collateral requirements by size and sex. Figuré &iolvs

that dmost all the loans issued to smadimaicarfirms require collateral (99%j}vhile collateral

is required fora significantly smaller proportioof loans issued to mediusized and large firms

(95% and 89%, respectively). Meditsized firmsare, however, required to provide the largest
amount of collateral as a percentage of loan size (239.9%) (see figure E1.17). Small firms are
also required to provide large amounts of collateral relative to large firms (191.1% and 139.9%,
respectively).
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As indicated in figures E1.18 and E1.19, wheréamale managers are required to provide
collateral for darger proportion of their loans (99% as opposed to 96% for male managers), they
are required to provide significantly less collateral as a percewofatiee loan size (180.8%)
relative to male managers (216.9%).

E1.141 Proportion of loans requiring collateral (%)
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E1.1671 Proportion of loans requiring

Collateral

- By Size (2010)
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E1.187 Proportion of loans requiring E1.197 Value of Collateral needed for a

Collateral - By Sex (2010) Loan - By Sex (2010)
100.0 99.3 220.0 216.9
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Sourcehttp://www.enterprisesurveys.org/Data Sourcehttp://lwww.enterprisesurveys.org/Data

Figure E1.20 provides a good summary of the state of access to credit by firms in Jamaica. It
indicates that only 27% of Jamaican firms had a bank loan in 201€he comparator countries,

only Namibia andSt. Lucia had a smaller proportion of firms accessing credit from banks. If
Jamaican firms had easy access to international sources of credit, or other domestic funding
sources, this would not be a major constraint. The previous analysis has, howewerirsit

this is not the case with respect to the international supply of credit, particularly for MSMEs.

Notwithstanding thisTennant (2011) hashownthat since 200¥icroenterprises have been able

to avail themselves of an increasing supply of nficemcing from retailing agencies. Such
agencies do not typically have stringent collateral requirements. Some rradadfirms have

also been able to access financing through the newly established Junior Stock Exchange. Small
firms, however, were sk to remain heavily reliant on funding from commercial banks, and
thus continue to be constrained by the collateral requirem#vits. regards to the availability of
alternative domestic funding sources, Tennant (2011) has notettheéhaiost glaring gam the
Jamaican financial landscape is the absence of private venture capitalists and business angels.

E1.2071 Percent of firms with a bank loan/line of credit (2010)
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Sourcehttp://www.enterprisesurveys.org/Data
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4. Corporate Taxation

High corporate taxes are a cost to doing business in any country and reduce the international
competitiveness of firms. Inconsistent and complex tax policies further lower investment

productivity. Jamaica performs exceptionally poorly in both the tagsraharged and
administration of taxes. Figure E1.21 highlights the fact that of the comparator countries,
Jamaica has the third highest tot al tax rate

tax of 25.6% was about average for the regiorerwtine labor tax and contributions of 13% was
added, along with other taxes of 7%ge total tax rate was pushed beyond all the regional
comparators except for The Bahamas and St. Kitts and Nevis.

E1.217 Tax Rates (% profit) (2012)
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E1.23 indicate that Jamaican firms are required to make the most tax payments per year (72),
necessitating firms to spend 414 hours per yearsacting with tax agencies. This time spent
represents a major opportunity cost to businesses, particularly MSMEs, wherein it is the
owner/manager that is typically required to sacrifice this time. Jamaican firms are required to
spend 90 hours more pay taxes than their closest Caribbean comparator, the Dominican
Republic, 151 hours more than the closest Englgaking Caribbean country (Guyana), and
almost twice the time that Trinidadian firms spend making their tax payments.

E1.221 Paying Taxes Payments (number per year) (2012)
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E1.23i Paying Taxes Time (hours per year) (2012)
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Based orthe indicators presented above, it is not surprising that Jamaica has one of the worst
rankings for paying taxes in the Doing Business Report"{isi® of 183 countries) (see figure
E1.24). Also as expected, it has amongst the largest proportion sfifiemtifying tax rates and

tax administration as major constraints to their operations (72.9% and 43.4%, respectively) (see
figures E1.25 and E1.26).

E1.247 Paying Taxes DB Rank (2012)
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E1.2671 Percent of firms identifying tax administration as a major constraint (2010)
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5. The Business Environment

The previous sections have already attested to the difficulties of conducting business in Jamaica
because of challenges associated with accessing credit, particularly for small firms, and the high
tax rates and onerous nature of complying wathadministrators.This section focuses on other
aspects of the business environmiatt pose challenges for Jamaican businesSescifically,

the extent to which investors are protected, and the ease with which businesses can start and
close operatins, access inputs, enforce contracts, and operate in an environment unencumbered
by illegality and informality, are examined hereunder.

The countryods ability to attract and maintai |
which the legal andegulatory framework allows for adequate protection of private investors.
Figure E1.27 shows that Jamaica performs at or above par for two of the three indicators which
comprise the Doing Business Strength of Investor Protection Inblex.country performs at the

same level as the rest of the Latin American and Caribbean region (LAC) for the extent of
disclosure, and performs significantly better than both the LAC and OECD averages for extent of
director liability. It, however, performs poorly in the easshareholder suits index, falling well
below the LAC and OECD averages. As a result, Jamaica has a strength of investor protection
index value of 5.3 and protecting investors rank df,78lacing it below all the Caribbean
comparator countries, excdpr the Bahamas, Belize, Haiti and Suriname. This rank represents

a fall of five places for Jamaica since 2011.

E1.271 Protecting Investors Indicators (2012)
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Figure E1.28 shows that it is relatively easy to start a business in Jamaica. The number of
procedures, time required, associated costs and capital requirements are low when compared to
the LAC, and, in some instances, even lower than those of OECD counfiigste E1.29
similarly indicates that is fairly easy to close a business in Jamaica. The resolving insolvency
indicators show that even though the cost of insolvency proceedings are relatively high, the time
taken and recovery rate compare favorably withltAC region and the worldBecause of this,
Jamaica is ranked 26n the world for resolving insolvencies.

E1.281 Starting a Business DB Indicators (2012)
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E1.291 Resolving Insolvency Indicators (2012)
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Challenges arise, however, when firms seek to acquire the inputs needed for their oparations
to enforce contracts associated with their businessr example, figure E1.30 indicates that
Jamaican firms incur sigficantly higher costs than the LAC region and OECD countries in
getting construction permits. Getting electricity requires one more procedure in Jamaica than in
LAC and OECD, requires more time than in the rest of the LAC region, and is significamdy mo
costly than in OECD countries (see figure E1.31Registering property is more costly in
Jamaica than it is on average in LAC and OECD countries (figure E1.88) enforcing
contracts in Jamaica is also more costly than it is in LAC and OECD cayrdnd requires
significantly more time than in OECD countries (figure E1.38% a result of this, Jamaica has
been ascribed fairly low ranks in each of these areas in the 2012 Doing Business R&dort (49
dealing with construction permits, 1 for getting electricity 103 for registering propertyand
126" for enforcing contracys
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E1.30i Dealing with Construction Permits (2012)
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E1.317 Getting Electricity Indicators (2012)
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E1.321 Regstering Property Indicators (2012)
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E1.331 Enforcing Contracts Indicators (2012)
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Conducting business in Jamaica is also severely hamperdddajity andinformality. Table
E1.1 presents data on corruption
Jamaica performs worse than the rest of the LAC and veeddagesn most of the indicators.

A considerablyhigher percenge of Jamaican firms than those in LAC and the world are

from

t he

expected to give gifts to get an operating license, import license, constrpetiit and water
connection. It is not surprising then that bribery depth (the percent of public transactions where
a gift or informal payment was requested) was greater for Jamaica (17.9%) than the averages for

LAC (6.5%) and the world (15%). Also as expected, a significantly larger proportion of

Jamaican firms identified corruption as a major constraint to their tipesa(46%) than did

those in LAC (39.9%) and the world (36%). Noteworthy is the fact that for a number of key

indicators of corruption, small firms were more harshly affected than mesiaedor large

firms (see figure E14.

Table E1.1- Indicators of Corruption (2010)

Indicators Jamaical LAC | World
Percent of firms expected to give gifts to public officials "to get things d¢ 17.9| 10.9 25.5
Percent of firms expected to give gifts in meetings with tax officials 14.3 6.1 15.7
Percent of firmsexpected to give gifts to secure government contract 0.8 9.9 23.7
Value of gift expected to secure a @usontract (% of contract value) 0 0.9 2.2
Percent of firms expected to give gifts to get an operating license 19 8.4 15
Percent of firms expectetb give gifts to get an import license 27.9 5.7 14.1
Percent of firms expected to give gifts to get a construction permit 48.8| 129 23.1
Percent of firms expected to give gifts to get an electrical connection 12.4 4 15.9
Percent of firms expected tgive gifts to get a water connection 61.6 9.7 15.5
Bribery depth (% of public tranahere a giftinformal payment was

requested) 17.9 6.5 15
Percent of firms experiencing at least one bribe payment request 19.3 9.6 19.3
Percent of firms identifyingorruption as a major constraint 46| 39.9 36
Percent of firms identifying the courts system as a major constraint 11.3 25 19

Sourcehttp://lwww.enterprisesurveys.org/Data

E1.341 Corruption by Size: Jamaica (2010)
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Figure E1.3 shows that crime also affects Jamaican businesses more harshly than competitors in
the LAC and rest of the world, with a higher percentage of Jamaican firms being forced to pay
for security (65.9%), thathe averages for LAC (62.1%) and the world (57.2%). Of particular
concern is the greater extent to which exporting firms are impacted by crime, with 96.8% of such
firms noting that they pay for security, as compared to 63.8% ofrparting firms. Crimge

theft and disorder is thus identified as major constraint to business operations by a considerably
larger proportion of Jamaican businesses (46.1%), than did those in LAC (34.3%) and the world
(26.4%).

E1.357 Crime Indicators (2010)
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The Jamaican econonglsoexhibits a high degree of informality, whitie World Bank (2011)
assertss in line with its development levelThis poses significant challenges for registered
firms against whom they ampete, as the informal operators are able to avoid the high costs of
tax compliance. Figure EX3ndicates that a larger percent of Jamaican firms note that they
compete against informal firms (66.4%), than the averages for LAC (62.3%) and the world
(56.3%). Because of this a higher proportion of Jamaican businesses identify the practices of
competitors in the informal sector as a major constraint (35.1%), as compared to the averages for
LAC (30.2%) and the world (31.6%).

E1.36 71 Indicators of Informal ity (2010)
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6. Technology and Innovation

Jamaican businesses must strive for higher levels of productivity if they are to be competitive in
local, regional and international markets. An important featfreglobalization is the
increasingly fast pace of change in product and service markets. There are growing competitive
pressures for enterprises to respond quickly to the very latest developments affecting their
sectors. The usage of current technology eapacity for innovation are thus critical factors for
individual firmsé success as well as for i mpr

Figure E1.37 shows thatith arank of 72° out of 142 countriefor technological readiness

the Glolal Competitiveness IndexJamaica is significantly outperformed in this afea
Barbados and Trinidad, and is performing only marginally better than the Dominican Republic.
The reasons for ik are highlighted in Table E1.2The first three rows indicate that Jamaica has
fewer Internet users, a smaller number of broadband Internet subscriptions, and less Internet
bandwidth than Barbados and Trinidad\ccess to and usage of the Internet is thus less in
Jamaica than in Barbas and Trinidad.

The fourth and fifth rows show that although Jamaica performs relatively well in terms of the
availability of the latest technology (with only Singapore and Barbados receiving higher ranks),
usage of this cuttingdge technology is na@is widespread in Jamaican firms as it is in many of

the comparator countries (with only Belize and Guyana having lower ranks than Jamaica for
firm-level technology absorption)/And i n the fifth row, al though
technology transfeis marginally better than that of Trinidad, it is considerably lower than both
Barbados and the Dominican Republic.

E1.371 Technological Readiness GCI Rank/142 (20112012)
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Table E1.2- Technological Readiness GCI Rank/142 (2012012)

Jamaica B'dos| Belize| Dom Rep| Guyana| T&T | Mauritius | Singapore
Internet users/100 pop 87 24| 101 65 82| 50 89 25
Broadband Internet subsgp/100 pop 75 31 84 78 94| 48 64 21
Internet bandwidth kb/s/capita 63 37 79 89 85| 54 78 7
Availability of latest tech 44 27 92 59 85| 60 55 17
Firmlevel tech absorfion 72 38| 129 57 9| 71 56 10
FDI & Tech trans 70 36| 136 61 109| 72 63 3

Sourcehttp://reports.weforum.org/globabmpetitivenes011-2012/
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Two of the possible reasons for the low level of technology absorption by Jamaican firms relate
to their relatively poor degree of value chain breath (with a GCI rank "0f @ production
process sophistication (80 If many firms speealize in the poduction of lowvalueadded
primary produts and/or operate in governmgnbtected enclavéype industriesthere will not

be much opportunity or incentive for the usage of cutting edge technology.

Such conditions also tend to stifle innovation. Tisisevidenced in figure E1.38vherein
Jamaica is shown to have a below average rank for innovation in the Global Competitiveness
Index, being outperformed by the extemyional comparators, as well as by Barbados and
Trinidad.

As indicated in table E3, this relatively low level of innovation occurs in Jamaica in spite of the
fact that the country has an abeaserage rank for the quality of scientific research institutes
(63, which, amongst the comparator countries, is only superseded by Singagdarbados.
The low level of innovation isnore likely to be due to the fact that the country has a poor
ranking for the availability of scientists and engineers ¥),24nd is significantly outperformed
by Barbados and Trinidad in the extent to whicére is collaboration between universities and
industry in research and development.

Relatively little money seems to be spent in Jamaica to encourage innovation. Jamaican
companies have a very low rank for the amount of money spent on researctvelogrdent

(102" with only Belize and the Dominican Republic having lower ranks), and the Jamaican
government has an even lower rank for the extent to which it procures advanced technological
products (1021 with only Belize and Trinidad having loweanks).

In spite of these factors, Jamaica hasahoveaveragerank of 5f' for the number of utility

patents granted. This, however, is wmhind the ranks for Barbad®") and Trinidad(39™").
Notwithstanding this, thre is hope for improvement as t he countryd0s OVE
innovation is ranked at 87 which is the third highest in the region (after Guyanz3® and

Barbadog 91%).

E1.381 Innovation GCI Rank/142 (20112012)
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Table E1.3i Innovation GCl Rank/142 (20112012)

Jamaica B'dos | Belize| Dom Rep | Guyana| T&T | Mauritius | Singapore
Quality of scientific
research insts 63 47 128 123 100 84 77 12
Availability of
scientists & engineer: 121 58 140 129 125| 61 118 12
Universitylndustry
Collaboration in R&D 76 40 132 90 113| 68 98 6
Company spending
on R&D 101| 100| 140 125 50| 94 88 10
Govt procurement of
advanced tech prods 102 39 125 94 74| 108 62 2
Utility patents
granted/million pop 51 37 90 77 90| 39 90 11
Capacity for
Innovation 97 91 131 126 73| 120 89 22

Sourcehttp://reports.weforum.org/globabmpetitivenes011-2012/

7. Trade and FDI Policies

For an open economy that is heavily dependent on importegign investment (especially in

certain key sectors), and that wishes to increase foreign exchange earnings through exports, the
government 6s trade and FDI policies are criti
encourage or stymie the grdwof firms that engage in international trade. The protection of the

goods market is first examined, followed by rules applicable to FDI, and the ease with which
businesses can trade across borders.

Figures E1.39 to El.4ihdicate that amongst the Caréan countries studied, Jamaica applies
the lowest average tariff® all productsgenerallyand to industrial product@nd the second
lowest average tariffs tagricultural products. The wide discrepancy between the tariffs applied
by the extraregionalcomparator countries and those from the Caribbedroisevernoted with
interest This discrepancy accounts for the fact that Jamaica has a-@edéwage rank for trade
tariffs in the Global Competitiveness Index {J9in spite of having the highesink among the
Caribbean comparators (see figure E1.42).

E1.391 The average tariff applied for all products (%)
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E1.401 The average tariff applied for agricultural products (%)
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E1.421 Trade Tariffs (% duty) GCI Rank (2011-2012)
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The Government of Jamai cabs commitment to at

foll owi ng st at e namaita sdibscobes toJaAidRlIR&le regime, and together
with the generous fiscal and market incentives available, has pratteactive to investors.
There are no restrictions on the movement of capital, profits and dividends. There are virtually
no exchange controlahd no approval is required for repatriation of profits and divide@ds.
This commitment possibly accounts foeth ¢ o u n t rayedage ramlbod Sfer the business
impact of rules on FDI. Figure E1.43, however, indicates that this rank places Jamaica
significantly belowher primaryregional competitors The Dominican Republic (4}, Barbados

(42", and Trindad (569)
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Inthe posttc r i si s gl obal environment wherein FDI f
relative to other Caribbean countries becomes a critical consideration. Also important, however,

is the concern raised by the World Bank (2011)t tha inducements to attract FDI to Jamaica
(particularly through tax incentives and export free zone arrangements) could prevent the
development of strong linkages between such firms and other sectors or enterprises. The
Government of Jamaica thus hasctmsider its options very carefully. One rndistortionary

reform measure could be to reduce the costs faced by all businesses operating in Jamaica by
improving the general business environment.

E1.431 Business Impact of Rules on FD}{ GCI Rank/142 (2011-2012)
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Sourcehttp://reports.weforum.org/globabmpetitivenes011-2012/

As an example, figures E1.44 and E1.45 illustrate the competitive disadvantage that firms
exporting from Jamaica face. Its takes Jamaican firms 13.1 days to clear direct exports through
customs, which is longer than all the comparator countries. Infifacs, from most otthe other
Caribbean countries take less than half the time that Jamaican firms take to process exports. The
cost to exporgoods from Jamaicis also higher thathat of most of the comparataountries,

with only Belize, St. Lucia and Namibia having a higher cost per container. By contrast, figures
E1.46 and E1.47 indicate that it is relatively easy to import goods into Jamaica, with the time
taken and costs associated with importing beinghbaut the median range. The tendency of
Jamaican firms to specialize in the distributive trades and to neglect the production of goods for
export is thus not surprising.

E1.441 Days to clear direct exports through customs
15.0 116 126 13.1

10.0 61 62 64 65 67 6.7
5.0 :

0.0

Sourcehttp://lwww.enterpgesurveys.org/Data
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E1.457 Trading Across Borders- Cost to export (US$ per container)
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E1.461 Days to clear imports from customs
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E1.471 Trading Across Borders- Cost to import (US$ per container)
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As highlighted in figure E1.48, the Doing Business Report gives Jamaica a low rarik fof 97

trading across borders, which is the fifth lowest ranking among Caribbean comparators.
Jamaican firms, however, are not overly perturbed by the challenges associated with trading, as
only 14.9% of the firms surveyed in the Enterprise Surveys idedti6ustoms and trade
regulations as a major constraint to their operations (see figure E1.49). This is because the major
chall enges relate to firmsé ability tos expor
E1l.50and E1.51, a relatively small grortion of Jamaican firms export goods, resulting in the
country having one of the highest ratios of domestic to exported sales.
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E1.48i Trading Across Borders- DB Rank (2012)
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E1.491 Percent of firms identifying customs and trade regulations as a major constraint
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E1.517 Proportion of Total Sales that are Domestic/Exported (%)
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8. Labor Regulation

The efficiency and flexibility of labor markets and productivity of workers are key determinants
of a firmds Egumple5R indicatesahatalthgugh Jamaica has a kmlevage

rank for labor market efficiency in the Global Competitiveness IndeX)(80 has a higher
ranking than all the other regional comparator countries, apart from Barbados. Table E1.4
provides details as to the reasons for the rank givdamaica performed relatively well in terms

of its hiring and firing practices (89, reliance on professional management"j5and in the
rigidity of employment index (8. Although receiving a low rankor flexibility of wage
determination (84), Jamaica was notably more highly ranked than both Barbados and Trinidad
(10" and 128, respectively). The country was, however, poorly ranked relative to most of the
comparator countries in four key areaoperation in labeemployer relations (129);
redundancy costs (89 pay and productivity (119; and brain drain (99.

Although figure E1.53 indicates that very few firms identified labor regulations as a major
constraint to their operations (8.6%), there are a few labor indicators that the Jamaican
government shoulgay attention to, particularly the relative lack of cergtion in labor
employer relations, and low levels of productivity.

Regarding productivitythe World Bank (2011) highlighted studies which indicate that more

than 70% of the Jamaican workforce is uncertified or untrained, and that underinvestment has
retarded education and training, especially at the g@stindary level. It was thus concluded that

the lack of skill is a constraint on realized labor productivity. When measured as real GDP per
employee, Jamaican labor productivity was shown to haveatiegally decreased in the 1970s,
remained stable in the 1990s, and declined 1in
lagged in a period when other countries flourished. The low level of labor productivity is
identified by the World Bank (201 ) as the core reason for the <c
performance.

E1.521 Labor M arket Efficiency: GCl Rank/142 (20112012)
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Table E1.47 Labor Market Efficiency Indicators: GCIl Rank/142 (20132012

Singapore 2 7 1 2 6 1 11 2

Sourcehttp://reports.weforum.org/globabmpetitivenes®011-2012/

E1.531 Percent of firms identifying labor regulations as a major constraint
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9. Infrastructure and Energy
A firmbs ability to produce competitively

affordability of all key inputs. For most firms, electricity, water, transportation and
communication technologies are key inputs. The first three aresdesttun this section. The
fourth, communications technology was discussed previously.

Figures E1.54 and E1.55 indicate that although Jamaica has among the highest number of
electrical outages in a typical monihis not significantly higher than most the comparator
countries, and so does not translate into higher losses as a percent of annual sales.
Notwithstanding this, the Global Competitiveness Index gives Jamaica a rank fof 8iality

of electricity supply, placing it significantly below Barbados"{Pénd Trinidad (48) (see table

EL1.5).

The cost of energy is relatively high in Jamaicdhe World Bank (2011) highlights the
competitive disadvantage at which high energsts place Jamaican businesses:
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Electricity prices are much higher in Jamaica than in other Latin American countries, and it may
hamper economic growth. The Jamaican government has taken important steps to allow
electricity tariffs to reflect all costsliminating all subsidies that existed in the past. This policy
has increased the price of electricity for residential consumers to United States cents/kWh 17.0
during 20032004. The trend for neresidential tariffs is quite similar, even if they werd ae
affected by the decision to remove subsidies. While there is scope for some efficiency gains,
Jamai cadbs dependence on imported oil renders
for electricity in a developing country may significantlyniy@er economic growth because

electricity is a key cost driver both for comp

Largely because of the high cost of energy, about a third of the Jamaican firms surveyed in the
Worl d Bankdés Enterpri se Sajorcoasyrant. iThisisva conicarne d
that was shared by a large proportion of firms in almost all of theoihganoducing comparator
countries (see figure E1.56).

E1.547 Number of electrical outages in a typical month
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E1.561 Percent of firms identifying electricity as a major constraint
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The regular supply of water is particularly important to firms in the agricultural and hospitality
sectors. As shown in figure E1.57, Jamaica has among the largest number of water
insufficiencies in a typical montk2.5) in the group of countries studied. This number is,
however, not very large, and many firms have put water storage mechanisms in place so as to
reduce the effect of water shortages.

E1.577 Number of water insufficiencies in a typical month
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Soure: http://www.enterprisesurveys.org/Data

The availability and quality of transportation infrastructure is important to all firms, as it reduces
the cost and time that it takes for goods to reach markets and inputs to get to the firm. Rows 2 to
6 of tabke E1.5 present the Global Competitiveness Index rankings for different types of
transportation infrastructure. They indicate that Jamaica has relatively high quality port
infrastructure and air transport infrastructure, and has a relatively large nuirddme seats
available. The country, however, has relatively poor quality roads and railroad infrastructure.

The overall quality of infrastructure is thus ranked at',6@elow both Barbados (2}l and
Trinidad (63%. Notwithstanding this, relativelfew Jamaican firms identify transportation as a
major constraint to their operations (see figure E1.58).

Table E1.51 Infrastructure Indicators: GCI Rank/142 (2011-2012)

Jamaica| Barbados | Belize| Dom Rep | Guyana| T&T| Mauritius | Singapore
Quiality ofElectricity Supply 81 26 88 129 115| 48 59 4
Quality of Port Infrastructure 30 19| 115 58 101| 84 49 1
Quality of Air Transport
Infrastructure 41 10 76 53 100| 58 55 1
Available Airline Seat
kms/week 74 84| 126 50 135| 94 67 17
Quality of Roads 75 28| 103 70 76| 73 62 2
Quality of Railroad
Infrastructure 113 n/a n/a 72 84| n/a n/a 7
Quiality of overall Infrastructurg 67 21| 106 110 84| 63 59 2

Sourcehttp://reports.weforum.org/globabmpetitivenes011-2012/
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E1.581 Percent of firms identifying transportation as a major constraint
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10. The Environment

This section provides an overview of the basic environmental condition of Jamaica. It relies
heavily on information presented in the State of Hrevironment Report produced by the
National Environment and Planning Agency (NEPA) in 28"1More current data from the Yale

Universityos Environment al Performance I nde

Competitiveness report are also used.

The introdution to the State of the Environment Report (2010) provides the context for this
discussion:

6Jamaica has a remarkable diversity of species
the biodiversity of the Hghesinbrbberafrend8nscsbirds @ad J a me

plants of any Caribbean island and is ranked number five in terms of its endemic flora and fauna
amongst islands worl dwi deé

Jamai cabs soci al -bainmg eicoondmipe n dved tl on t he
Ecosystms provide many essential services such as the provision of clean water and air,
prevention of soil erosion, provision of medicinal plants, nutrient cycling, provision of food and
shelter, and the meeting of spiritual, cultural, aesthetic and recreaiss@d. Large portions of

the countryés economy are heavily dependent
agriculture. Il ntact ecosystems ( a leHeativeé pl ay
resilience to the impacts of climate cganincluding buffering human settlements and activities
from the impact of extreme climate events and
There havehoweverb een numerous | ongstanding Thdseg eat s

include deforestation, wetland destructioemoval of seagrass and coral reef degradation.
Population growth, coupled with agricultural, industrial and commercial expansion, has resulted

in inte
The

nse competition for land, leading to encroachment and fragmentation of natural habitats.
c o uadiversiyy @lso isimpacted by natural processes and events such as erosion and

hurricanes, the effectsf which are often exacerbated by human activities and practicEke
State of the Environment Report (2010) further notes that climate changayddilkncrease the
negative impacts of these natural events.

*! http://www.nepa.gov.jm/publications/SOE/2010/Sexof-The EnvironmentReport2010Jamaica. pdf
*2NEPA (2010)
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The Jamaican government has sought to address these challenges through the development of
policies and programs to protect the country.
theseindide ¢6éa permit and I|licensing system to reg
the natural environment, protected area management plans, and species management plans.
Furthermore, Jamaica is signatory to the major international environmentamagtsethat

govern various aspects of biodiversityé Appr
biodiversity is increasing, leading to increased action at the community level and heightened
demand for action from the countryds | eader s.

In addiion to the state agency responsible for protecting the environfN&RA), there are a
number of very vocal prenvironment NGOs operating in Jamaica. They include the Jamaica
Environment Trust(JET) and the Environmental Foundation of JamafEd&J) The JET
operates Jamaica's largest environmental education program, the Schools Environment
Programme, which has been in continuous operation since 1997. They also deliver a legal
programme, providing legal advice to communities affected by environmentas,jsand
conduct campaigns to protect specific natural resodrceise EFJ seeks to providending to
nortgovernmental and community based organizations and academic institutions to facilitate the
promotion and implementation of activities which widbnserve and manage the natural
resources and environment of Jamaica and improve and positively impact child devef§pment.

Due to the efforts of these and other agencies, there has been an increased focus on improving
environmental management in Jamaica. NEPA (2010) notes that between 2008 and 2010 the
overall status of Jamaicabds ecolsyst¢emst aamtd. n
el ements of biodiversity remained at the same
riverine water remained relatively constant, except for an apparent increase in the percentage of
river sites meet i nhgrewevetreducéonstin tetamount afrsolid waste T
generated and hazardous waste exported, which could be attributed to increased focus on waste
reduction efforts. And the pation of the energy mix that comes from renewable energy almost
doubled, demonsttiag a stronger focus on reducing the use of imported petroleum and on
devel oping alternate energy. o6

As a result of these efforts, figure E1.59 indicates that Jamaica was rarikéd $@ 2012
Environmental Performance Index, performing significantligdsehan the Dominican Republic

(72" and Trinidad (96th). Figure E1.60 and table E1.6 provides a more detailed breakdown of
the environmental indicators, and the rankings show that Jamaica has-asboage
performance in maintaining ecosystem vitalignd biodiversity and habitat, and in its
agricultural and fisheries practices. The country also performs well relative to the comparator
countries in reducing the environmental burden of disease. Below average performances were
recorded in the areas gkneral environmental health, forestry practiths, effect ofclimate

change the effect of water on humans and the ecosystemtren@ffect of air pollution on
humans and the ecosysteffihe negative effect of air pollution in Jamaica is further hgitiéd

in figures E1.6@ and E1.@, which show the countryds relati
emissions and particulate matter concentration.

%% http://www.jamentrust.org/about-us.html
> http://www.efj.org.jm/node/373
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E1.597 Environmental Performance Index Rank
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E1.601 Environmental Performance Index Scores Jamaica (2012)

Env Performance Index 4.36
Env Health 61.53
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Table E1.61 EPI Indicators - Rank (2012

Agicutwre | 2] 8| 26| 1] 71
(EnvBurdenofDisease | 73] 80| 102| 1] 89|

Foresry | 8] 3| 110|  71] 99|
Water (effectonhumans) | 76] 92| 9| 1| 65
Air Pollution (effectsonhumans) | 74| 66| 94| 1| 1]

Sourcehttp://epi.yale.edu

E1.617 Carbon Dioxide Emissions TTCI Rank/139 (2011)
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E1.621 Particulate Matter Concentration TTCI Rank/139 (2011)
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11. Gender

This study has shown thus far that even though private sector development is necessary for
addressing a number of social and economic problems, numerous challengées Jisaica

Gendered studies of enterprise development in the Caribbeaher note that the environment

for the development of womenos teantthatpr®@ineme rsh:
This section examines the gender inequalities that exist in the private sector in Jamaica, and the
barriers that cause such qualities. It relies heavily on the situational analysis provided in

J a ma iNatian@dl $olicy for Gender Equalitg(0 1 0 ) , a n GeopinyStudy-of Geader

and Enterprise Bvelopment in the Caribbe§®009). More current data from the Global Gender

Gap I ndex (GGGI) 2011, Gender I nequality Inde
(2010), and the Statistical Institute of Jamaica (STATIN 2011) are also provided.

Jamaicads National Policy for Gendiscussidatpui t y (
noting that even though:

6Jamaica became the first English speaking col
suffrage and to grant women the right to be e
society, gender remains anind at or of i nequality and inequit.y

suchas education, labor, manufacturing, trade, health and security are distorted because of the
di sproportionate gender distributions and this

The 2009 Economic and Social Survey of Jamaica (ESSJ), states that women make up 50.7% of
the population, however, they are woefully untepresented in the public and private decision
making spheres of the country. Although Jamaica has made an inteahatonmitment by way

of the Millennium Development Goals (MDG) to have at least 30% of women in parliament by
2015, the figure currently stands at 14%. Furthermore, a 2008 study found that women only
constituted 16% of places on the boards of publichediscompanies and that 42.3% of these
women reported being on multiple boards.

The 2009 ESSJ further notes that althodigh current enrolment rate of women (4@ in

tertiary institutions is roughly twice that of men (2&)3 females outperform males all levels

of the educational system and the job seeking rate of womeb)(&Qyreater than that of men
(5.8%) 1 the female unemployment rate stands at 14.8% compared to the male unemployment
rate of 8.6%. Despite a numerical and skill advantage, warennable to command a fair and
equitable position in the | abor market. 6

61 n Ja mawomen thannmem lve in povergndfar more women are unemployed, despite their
educational gainsGender is a crossutting issue in all aspects of social and economic life in Jamaica.

Gender roles limit the realization of the full potential of both males and females. Women have made
considerable progress in Jamaica, but males have fallen behinel édlubation and health systems and

are more susceptible to violence. Femalespeutorm males at every level of the educational system. In

spite of this, their superior qualifications are not reflected in the labour market, where males have lower
unemployment rates, earn higher wages and od&NDPpy hi gl
(http://www.jm.undp.org/content/gendequality)

% ScopingStudy of Gender and Enterpriselopment in the Caribbean: Volum®&ackgroundPapers and
Appendices (2009)
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The situation in Jamaica is not dissimilar to what occurs in the rest of the Caridbdanh. D 6 s

ScopingStudy of Geder and Enterprise &velopment in the Caribbe&009)notes that:

6The situation of gender in the Cari

participation by women, and where activity is seen, it is mostly as employees and concentrated in

bbean

low-growth, lowstatus, lowpaying sectors. The reason profferfed this occurrence is a high
level of gender stereotyping across the Caribbean which has led to women being segregated

educationally, and consequently occupationally and sectorally, this is despite women dominating
tertiary enrolment across the region.n@er stereotyping has assigned women a dominant role in
the reproductive sector, and any activity in the productive sector is closely linked to their role in
the home and community. As wond@srwork in the home is low in status and power, the same is

i s

seenin work outside the home. Such ideologies are pervasive across the Caribbean for both men

and women.

Added to this ideological constraint, which has implications for access to resources (especially

education and finance), is a low level of social valuatd entrepreneurship for both men and

women. However, coupled with gender stereotyping and wénsen r o | e
environment for the development of woniementrepreneurship is even more constrained to that

r force, theh e

of merds. The result of these facs has led womén enterprises to be constrained to low growth

sectors associated closely with the home and informal in nature. The effect of this concentration,

accompanied by gender stereotyping by service providers, is a constraint in access tov@roduct

resources (physical and human capital), precluding the exploitation of opportunities for

innovation and enhanced competitiveness.

ab

Some of these trends are clearly evident in Jamaica and have been alluded to in previous
countryos
show that the labor force participation rate and employment rate are considerably higher for men
than for women, while the unemployment rate is higher for women than men. When the state of
the private sector was discussed in section C, it was also show2s#tabf working women are

employed inthe wholesale and retail trade sectord are likely to be employees in wholesale or
retail establishments or owatcount workers operating asnstoreretailers Outside of the

sections. Figures E1.63 and €4

wholesale and retail trade, women tend to be involved in education, working as household

summari ze t he

aboc

helpers, hotel and restaurant services, agriculture, and other community, social and personal

services. Apart from their involvement in # hotels and restaurant sector and possibly the
education sector, many of the employment activities in which women are involved would seem
to trend towards being in smaller scale and possibly informal firms (see figures C1.5 and C1.6).

E1.631 Labor Force Indicators by Sex (2011)
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E1.647 Employed Labor Force by Sex (2011)

Male
57%

Source: STATIN website

Jamaicads performance relative to the compar a
moderate. Figures E1.65 to E1B&sent the rankings based on the Global Gender Gap Index
(GGGl ) (2011) . Jamai c aplaed @ wneaboatlal meda® @kitior a n k
relative to the comparators. It, however, is noteworthy that the country performed worse in this
index thanTrinidad (2", the Bahamas (29, Barbados (3% and Guyana (38. This isin

spite of receiving relatively high ranks for economic participation and opportunity, (@dad

health and survival {). Low ranks were received for politic@mpowerment (99), and
educational attainment (SR

E1.657 GGGI 2011 Rank- Overall
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E1.661 GGGI 2011 Rank- Economic Participation & Opportunity
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E1.671 GGGI 2011 Rank- Health & Survival
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E1.681 GGGI 2011 Rank- Political Empowerment
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Similar trends were evident in the Gender Inequality Index Rank and Indicator valuBguisee

E1.70 and Table E1.7). With a rank of {g1Jamaica was in the median position among the
comparator countries, again being outperformed by Trinidalf)(38e Bahamas (53 and
Barbados (68). This rank was based on having a relatively higipprtion of females with at

least a secondary education, and a female labor force participation rate (relative to that of men)
that was higher than all the regional comparator countries, except for Barbados and the Bahamas.
Jamai cabds matatia although being lowel than yhat of Belize, the Dominican
Republic, Guyana and Haiti, was significantly higher than that of the Bahamas, Barbados and
Trinidad. Jamaica also performed relatively poorly with respect to the share of seats held by
women n parliament, and the high adolescent fertility rate.
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E1.701 Gender Inequality Index Rank (2011)
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Table E1.71 Gender Inequality Index Indicators (2011

Labour force participation
rate (Ratio of female to
male shares) 0.757| 0.868| 0.843| 0.588| 0.633| 0.551| 0.694| 0.546| 0.828| 0.711| 0.705

Shares in parliament,
femalemale ratio 0.191| 0.217| 0.244| 0.125| 0.236| 0.429| 0.043| 0.232| 0.333| 0.306| 0.377

Sourcehttp://hdr.undp.org/en/statistics/gii/

Figure E1.71 indicates that 38.2% of Jamaican firms are owned by women or have female
participation in the ownership. This is low relative to moghefcomparator countries from the
Caribbean, with countries such as Barbados (43.5%), Trinidad (45.1%), the Bahamas (58.3%)
and Guyana (58.3%) having significantly larger percentages of firms with female ownership.
The ceiling effect is clearly seen whégure E1.71 is compared with figures E1.72 and E1.73,

as even though few firms are owned by women, a significant percentage of them (relative to the
comparator countries) have women as the top manager (24.1%), and employ a relatively large
share of womeas permanent fulime workers (44.5%).
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E1.711 Percent of firms with female participation in ownership (2010)
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E1.721 Percent of firms with a female top manager
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E1.73i Proportion of permanent full-time workers that are female
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When the above gender indicators are bredkawn by sector, size and country of ownership in
figures E1.74 to E1.76, clear trends are revealed. Women dominate in the retail sector, with
53.8% of retail firms being owned by women, and 39.6% of firms having a woman as top
manager. Firms in the retail sector also employ more fethale malefull-time employees.

The manufacturing and other services sectors, however, tend to be dominated by men.

With respect to size, more than half (56.5%) of the mediimed firms are owned by women,

and a significant percentage of medisimed firms have women dke top manager (29.5%).
Large and small firms have significantly smaller percentages in both of these categories.
Notwithstanding this, all sizes of firms employ similar shares of femal¢ifiodl employees.
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Finally, figure E1.76 suggests that the unflof foreignowned firms to Jamaica significantly
contributes to the fullime employment of women (with more than half of their workers being
female). These firms, however, perpetuate the dominance of men in the ownership and
management levels, with gn27.1% of foreigrowned firms having female ownership and 7.4%
having women as top managers.

E1.741 Gender Indicators by Sector (2010)
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E1.751 Gender Indicators by Size (2010)
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E1.761 Gender Indicators by Ownership (2010)
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This analysis has clearly shown the need for improved gender equity even as the efforts to foster
private sector development continue. There are, however, barriers to such equity that need to be
addressed. The barriers listed below have been extraciedtifieD F | D5@oping Study of

Gender and Enterpriseedelopment in the Caribbegn2 009) and Jamaicads Na
Gender Equity (2010):

1. Gender stereotyping affects all areas from education to health to the labor market. Women
are underrepresentet the highest levels of business and society demttenched gender
ideologies and concepts of leadershiyhile no formal barriers to female participation in
education and the labor force are in existence, it appears that the informal bageadef
stereotyping is leading to women being channeled into certain educational areas and
consequently occupational categories and sectors. The process of removing these stereotypes
is considered to be a slow and continuous process.

2. There is resistance to considering gender as a national development indicator. Many
Jamaicans still believe that gender singularly refers to women and gender empowerment
results in the marginalization of men in society. It is this belief that fuels sleptaround a
gendered development approach and the failure to recognize that when men remain in key
positions of power in every strata of society gender inequality is reproduced even to the
detriment of other men.

3. There is a deficit in the sedisaggregted data that is available nationally to support policy
and law making and implementation to achieve gender equality. In order to understand how
gender influences the lives of citizens, this information must be regularly collected and
analyzed.

4. Access tdinance for women is one of the central barriers due to:
o Lack of required collateral to access credit from commercialdamkamaica, in
some cases women have access to the use of collateral, but it is not in the name of
the women, but in the name faimily or husbands.
o A lack of business skills among entrepreneurs to enable them to communicate
with finance providers, or deal with their bureaucratic conditionalities (hence an
overreliance on more informal financing sources).

o A lack of initiatives br graduation from informal to formal financing institutions
perpetuating the small and micro stages of business.

5. Womenos busi nesses being considered as t o
entrepreneurial.

6. A lack of graduation from welfarerientated spport programs to more markied support.
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These challenges must be addressed if gender
private sector development. Many of the next steps arewedént, and are articulated ihe
count r y 0 BolicNfartGeraler &duity (2010)Noteworthy initiatives include: continued

efforts at reducing gender stereotyping through education; utilizing gender as a national
development indicator and continued efforts at changing the negative perceptions aisaaditiate

a gendered development approach; collection and use of gendered data to assist in public
education and policymaking; and enhanced support to associations such\asrtee Business

Owners Jamaica Limited (WBO) and the Jamaica Network of Rural WoRreducers
(JNRWP) so that they can provide the training and facilitation needed to enhance access to
finance andpportunities for growth.

| mportantl vy, asScopogStedyofiGender daned Enterprisé¥@opment in the
Caribbean (2009), future efforts to advance gender equality in the private sector should
acknowledge the fact thaten and women demonstrate different entrepreneurial characteristics,

and practice entrepreneurship differently. Support efforts should thus avouohelpgs that

solely conform to the masculine conceptualization of entrepreneurship, but should seek to
incorporate approaches that take advantage of

12. Analytical Remarks

The comprehensivanalysisconduced in this section clearlindicates that there are several
problems with the Jamaican business environment that negatively impact on Jamaican
businessesd competitivenesTHesaissdes lpaveibeea breadlys e ct ¢
categorized below, anlisted in the general order of issues highlighted by Jamaican firms to be

their biggest obstacles in the World Bankds E

Tax Rates and Administration

Cost and Supply of Energy

Access to Finance

Practices of Informal Sector

Crime

Trading Across Borders (Lack of Diversification, Import Dependencéndfficient
Institutions)

Corruption

Labor Market Inefficiency and Productivity
Construction and Ownership of Property
Protection of Investors

Any one of these problems can be viewed as a major obstacle to private sector development and
needful of serious attention. It is therefore not surprising that Jamaican businesses face
significant challenges in being productive. These businesses ndiacelghallenges from the
abovementioned business environment, but also from a stagnating economy with an uncertain
mediumterm outlook, a susceptibility toexternal shocksand a domination of international
trade patterns in the goo@soducing sectordat are likely to adversely affect growth prospects
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In a business environment wherein macroeconomic challenges and susceptibility to external
shocks already increase uncertainty, strong institutions are needed as a countervailing force.
Whereas the Jaaican government has made some progress in improving some of its institutions,
the best performing institutions are still not weldéders, and, more importantly, the worst
performing institutions are particularly poorly rated and impede private sestefopment. In

this respect, the government has much work to do in improving the public perception and trust of
politicians and public officials. More fundamentally, greater progress is needed in reducing
public sector wastefulness, corruption and busdere regulation. The burden of crime in
Jamaica must also be reduced.

Jamaica is a highly entrepreneurial society, with a relatively large private sector and relatively
high level of earlystage entrepreneurial activity. The large number of MSMEs opgrat
Jamaica, and particularly necessityven ownraccount workers, however, speaks volumes to the
types of activities being conducted by significant portions of the private sector. The retailing of
merchandise (without much, if any, transformationyl @maltscale farming are the types of
low-value added activities that many o\ocount workers and microenterprises are involved in.

In this environment, opportunities for future growth do not abound. The World Bank (2011)
notes that even the fast gréwservices sectors in Jamaica are beset by challenges that could

i mpede the countrydés devel opment prospect s,
is a source of concern. In Latin America and the Caribbean, only Trinidad and Tobago has a
lower potential than Jamaica for producing new goods for export. Even in areas of apparent
comparative advantage, such as tourism, Jamaica has lagged international competitors. There is
no avoiding the conclusion that significant business environmentmefa@long with sustained

efforts at macroeconomic stability and fiscal discipline, are needed in Jamaica if private sector
development is to yield the expected returns to growth and development.
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CHAPTER Zz FACTORS AFFECTING
INNOVATION ANOECHNOLOGY USAGE
IN THE JAMAICAN PRIVATE SECTOR

INTRODUCTION- The Importance of Innovation and Technology to
Firms in Caribbean Small Island States

Globalization brings opportunities and pressures for domestic firms to innovate and improve
their competitive position® Successful enterprisese required to respond quickly to the latest
developments affecting their sectors. Their ability to respond to such developments is contingent
upon their capacity for innovation. This capaadsydeterminedoy the ability of a firmto
combine technology, managerial entrepreneurship, employee skills and business organization to
service markets and interact with customers and suppliers.

Innovation is a knowledgdriven process, with the accumulation andiragation of relevant
knowledge being driven by the effective incorporation of science and technology in business
contexts.

Caribbean firms are in the unenviable position of needing to innovate in order to survive in
increasingly competitive markets, but finding it difficult to do so because of numerous
challenges faced.The typically small size and high labor costs of Cardrbeconomies make
their firms oO6unviable when competing with the
China - or even high labor but low total cost environments such as the United States and

C a n a dr@reaSed productivity through innovatiand technology usage are typically the most
feasible ways of combating such challenges. But in the Caribbean, other challenges militate
against enhanced innovativeness. These incint,alia, high elecommunicationand energy

costs, and an entregmeurial class that has grown accustomed to success through lobbying
efforts and taking advantage of trade preferentes.

As lobbying opportunities and trade preferencgisappear, manyCaribbean firms are
dGnadequately prepared to tackle global competitand serveophisticated consumers abréad
(World Bank 2006). This is because they are now significantly lagging behind-\adihg
standards in terms of the production technologies used. This is clearly illustrated in figure 2.1,
which highlights tle goods exports of the Caribbean region classified by the level of technology
used in their production. Even though production of-teshnology exports had declined

*® Gorodnichenko et al (2008)
*"ECORYS (2005)
8 World Bank (2006)
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significantly between 1985 and 2005, this was not because technology usage was indretasing

was due to increased reliance on primary prod
production of higktechnology manufactured goods was negligible and declining, and the
production of mediuntechnology manufactured goods averaged onfp b total exports. By
contrast, primary products comprised 34% of t
in 1985, andresourdeas ed manufactures comprised half of
the beginning and end of the review period.

Figure 2.17 Technological Classification of Caribbean Goods
(% of Total Exports of Goods)
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Source: World Economic and Social Survey (2008)

The above table focused on goods exports, but with a few exceptions, the Cardgii@amnelies

very heavily on the export of services, particularly tourism, for its economic survival.
Traditionally, however, the service sectors have not been viewed as being highly innovative or
even open to innovation. This view is largely based @tk of data and empirical evidence on
innovation in services, with the concomitant emphasis on innovation in manufacturing. The
growth in service industries in the developed world has, however, caused a rethinking of the
traditional view, with the EU,dr example, dedicating considerable effort to exploring the
6transformative power of service innovationo.

* Tacsir et al (2011)
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dANowadays, technology and innovation are increasingly recognized as major forces behind the
growth of services. Therefore, there is a growimgerest in the study of innovation in the
services sector and isportance as an engine of economic growth. Recent work for developed

countries confrms that er vi ces are more innovative 1t han p
sectors are more innovagithan the manufacturing se@g¢racsir et al 2011).

So, how innovative are Caribbean serviceviders? That question is difficult to answer because

of the aforementioned lack of data and empirical studies on the area. An IDB background paper
producedfor The Caribbean Policy Dialogy@011) however ,he sewviteesdctortim at Ot
LAC has not been keeping up with the level of growth in developed economies or rapidly
emer ging economies in Asi até Under petdafiver manc e
productivity | evels downward in Latin America
6Latin America and the Caribbean (LAC) faces
service sector as a means to increasing aggregate proguctitite vel s and ®conomic

Caribbean firms are thus shown to be lagging behind weading standards of innovativeness

in both the manufacturing and service industries. This affects their productivity and ability to
compete in global market#lthough the solutiori increased firm innovation is clear, it is not
necessarily easily achievablén an important study conducted by Aghion et al (2005), evidence
of an inverteeJ relationship between product market competition and innovation wasl.fou

This indicates that O6competition discourages
andneck firms to innovate. 0 This finding has
that have significantly lagged behind the frontiers of innowat Equally dire is their prediction

t hat 6t he average technol ogi cal di stance be
competition. o The implication is that iif | ef

firms will not only be discouragkfrom innovating, but will continue to fall further behind more
technologically advanced competitors, and will eventually be forced out of the market.

A case can therefore be strongly made for the provision of policy support to foster the increased
innovativeness of Caribbean firms. This is particularly so because of the systemic challenges to
innovation that such firms face. One such challenge is the misperception that small service
oriented firms do not or cannot engage in techneld@yen innovationas such activities require

them to be at the world frontier of science and technology and to implement radical innovations.
There is insufficient recognition of the numerous different types of incremental improvements in
practice that constitute innovam.**

0 Tacsir et al (2011). Please see box A.1 in the appendix for further information on innovation in the services

sector.

®1 Contemporary studies highlight four categoéinovation:

91 Product innovatiofi changes in the things (products/services) which an organization offers;

1 Process innovatioh changes in the ways in which things (products/services) are created and delivered;

1 Position innovatiofi changes in the conteit which the products/services are introduced, i.e. by repositioning
the perception of an established product or process in a particular user context; and

1 Paradigm innovatiori changes in the underlying mental models which frame what the organization does
(Bessant and Tidd 2007). Please see box A.2 in the appendix for further information on the types of innovation
and competitive advantages that can be derived.
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Mann (2007) notes thahdére are two broad categories of innovatidgr) blue-sky, radical
innovations and (ii)integrative and transformative innovation®lue-sky innovations push out

the economy's frontiérits capacity to produce more goaoalsd services with the same existing
resources. Integrative and transformative innovations create new products, business strategies,
and workplace practices that are needed before the economy actually can reach the ned frontier.
Whereas bluesky innovatims tend to be more prevalent in large firms with vietided R&D
programs, integrative and transformative innovations are regularly incorporated by innovative
entrepreneurs (of all sizes and in all sectors) seeking to meet market needs.

@lue-sky, radicdinnovation may be more basic reseaoctented, and therefore may be more

driven by government funding, intellectual spirits, and university laboratories. Integrative and
transformative innovations, on the other hand, may be driven more by the abiigpvodnd
current businesses to create products and processes that meet new interpretations ¢of market
needs. The latter lsghly a function of the entrepreneurial spirit and of theibess and policy
environmentsd (Mann 2007) .

Irrespective of the type of innovation being pursued, the entrepreneurial function is to bring
together market opportunities with technological opportunities. It requires an ability to combine
knowledge from these different sources, to see in them a reitvgpportunity, and to carry this
opportunity into practice. Without a capability to combine these complementary kinds of
knowledge, innovation does not occur.

There are four factors that shape this process of innovation, which must become tkeofarge
innovation policies for Caribbean countries:

1 Opportunitiesi depend on the combination of technological and market ideas to identify a
new product, process or method of organization;

1 Incentivesi depend on the expectation of profits sufficient tapensate for the risks in
relation to the capital invested;

1 Resource$ include not only the elements of formal R & D but also all the complementary
assets required to transfer ideas into practice; and

1 Capabilitiesi relate to the knowledge skills arafganization of firms involved in the
management of the innovation process.

In addition to the above four factors, the literature highlights four key players that are integral to
the translation of innovation ineconomic weHbeing:

1 ¢&ducated customefsonsumers and businesses) to demand and buy the new products;

1 A financial sectowilling to take risks on new ideas;
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T A business climate and managelesirous of using new methods; and
1 Workersable to complement the innovations in the workptte.

It is thus clear that in small Caribbean economies, with predominantly small firms which have
relatively miniscule R&D budgets, innovation will not be driven solely by forwhnaking
entrepreneurs. Innovation and technological progress will only resuti fre effective
interaction between a complex set of actors producing, distributing and applying various kinds of
knowledge. The innovative performance of such countries depends to a large extent on how
these actors relate to each otfferBecause most srdirms are unable to conduct R & D
internally, their innovative performance is particularly dependent on theieffdanhctioning of

the National Innovation System (NJS

This chapterseeks to identify thdactors affecting innovation and technologyage in the
Jamaican private sector The Jamaican case study is, however, not atypical of the broader
Caribbean experience that has been described in this section. It is thus in that context, that the
next section will describe and assess the nationalvation system in Jamaica, with emphasis

on government and public sector bodies responsible for fostering innovation. Subsequent
sections will then assess the use of technolbgicavation in Jamaican firms and the adequacy

of the IPR frameworkand sugest policy initiatives for the improvement of such.

DESCRIPTION OF THE NATIONAL INNOVATION SYSTEM IN JAMAICA

0 The c omtomapirtnovation systenmests on the premise that understanding the linkages
among the actors involved in innovation is Kke
1997). As indicated in figure 2.2, these actors include not only the enterprises that incorporate

t he sy sitpue motleir production and distribution processes, but also educational
institutions (such as universities and vocational training agencies), institutions that provide
technical support (such as centers for research and development, MSME support aedters
standardssetting bodies), and financial institutions. The entire system is also bolstered by an
effective policy framework that maintains political, macroeconomic and social stability,
minimizes business and transaction costs, enhances compettvamd international trade, and

reduces government bureaucracy.

0Systemic approaches are giving new insjght i
OECD countries. Technologglated analysis has traditionally focused on inputs (such as

research expenditures) and outputs (such as patents). But the interactiomg the actor
involved in technology development are as important as investments in research and
development. And they are key to translating the inputs into outputs. The studitiafal
innovation systemslirects attention to the linkages or web oferaction within the overall
i nnovation systemdéd (OECD 1997).

[

2 Mann (2007)
%3 OECD (1997)
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Figure 2.2: National Innovation Systems (NIS)
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Source: Wignaraja (2003)

6The <concept of nati onal i nnovat iimtamatienglst e ms
organizations as an analytical framework for the study of technological change. It has also
attracted growing interest by policymakers around the globe as a means to derive technology
policy measures, aiming to improve the organization obwation processes on the national

A

|l evel 6 (Bal zat and Hanusch 2003) .

0An innovative <culture fosters: coll aboratio
universities; highguality research and development; protection of intellectual property] and

promotion of entrepreneurshipé Building the
in Jamaica wil/| enable us toé transformj|your e

more knowledgentensive, higher valuadded goods and servicesnda raise productivity

wealth and standards of living by developing new, competitive economic activities to serve local,

regional and gl obal mar ket sdé (Vision 203
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The broad policy framework in Jamaica, availabilityfionce, and general competitiveness of

firms were discussed at length in chapter 1. This chapter thus focuses on those arms of the NIS
that specifically target innovation, science and technology and R&D. Almost all advanced
training in science andtecslo | ogy and most of the countryds r
take place within government or governmsuapported institutions. The roles of the major
agencieshitiatives are outlined below. They are organized according to whether they fulfil
podicy and coordination, financial support, research and development support, training and
technical support, standardstting support, and intellectual property protection functions.

Policy and Coordination

TheMinistry of Science, Technology, Energy &idiing is the central government ministry with
portfolio responsibility for science and tech
statements, however, indicate a clear emphasis on issues relating to energy and mining, with no
mention of sciace and technolody. It is the Ministry of Industry, Investment and Commerce

which in its mission statement and objectives speaks to being the driver of innovation, promoting

the technological advancement of the country, and spearheading the modermataustry.
Noteworthy, however, is the fact in spite of this mission, none of the focus statements for each of

the three major divisions within this ministry makes mention of innovation and technological
advancement.

The major responsibility for codination and policsbased activities in the area of science and
technology seems to have been delegated toNagonal Commission on Science and
Technology (NCST) This is a broatbased national advisory body to the Jamaican government
on policies andtsategies relating to science and technology. The Commission is chaired by the
Prime Minister of Jamaica and comprises representatives from public and private sector
institutions and academia. It seeks to coordinate the various arms of the nationatiamnov
system.

The NCST Act (2007) notes that functions of the Commission inciotke,alia:

1 Providing advice to the government on matters concerning science and technology, and
undertaking strategic planning to achieve scientific and technolaifedtives;

1 Developing, reviewing and recommending to the government policies designed to facilitate
the use of science and technology to enhance the efficiency, competitiveness and profitability
of the productive sector;

“Vision statement: 6The sust amnemallrdsaurced efthe lcourryngearéd too f t h ¢
support nati onal devel opment , productivity and compet.i
Jamaicads access to and affordability of veapmeentpgd suppl i
competitiveness of both the energy sector and the mine
statement : 0To drive policy creation and i mplementati
sectors for sustamb | e nati onal transformation. 6
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1 Recommending the strategic séles and use of key technologies which are relevant to
national development objectives;

1 Creating the essential linkages between the users and suppliers of science and technology to
enhance levels of production and productivity; and

1 Monitoring and evaluatg the inputs and results of science and technology activities,
including the allocation and utilization of public funds, and recommending the appropriate
corrective action.

One of the outputs expected of the ministries responsible for science, teghaatbmnovation

(STI), and bodies such as the NCST, is a current and waitedgminated policy document on

STl which captures the governmentdés goals and
document in the area of STI was tNational Science and Technology Policy (2005} his
policy document n ot teatbgictateas of focusckuded over nment 6 s s

Collection and use of vital national science and technology information;
Development of global social intelligence/information neve;

More profitable use of natural resources;

Improved biotechnological competence;

Enhanced competence in information and communication technology;
Preservation of the environment;

Building a competitive manufacturing sector;

Developing a cadre dfighly educated and technically trained individuals, and creating a
scientifically literate public;

1 Using science and technology as tools for poverty alleviation;

1 Building science and technology awareness; and

f Using technology to aid in coping with natuhazards?>

=4 =4 =4 -8 _48_9_°5_2°

The GOJ 6 ational devebopntent plain Vision 2030highlights making Jamaica a
technologicallyenabled society as one of its critical national outcomes. The national strategies
outlined to achieve this outcome include: integratingrese and technology into all areas of
development; and establishing a dynamic and responsive National Innovation System. It is
envisioned that each of the national strategies will be achieved through a number -of wide
ranging sector strategies. It is tingtive to note that the Vision 2030 Development Plan
indicates that a draft National Science and Technology Policy is being finalized to strengthen the
framework governing STI. The final policy is, to date, not available to the public.

The GOJ, howevehas a current ICT policy. THeformation and Communications Technology

Policy (2011) was prepared by thimformation andTelecommunications Departmeimt the

Office of the Prime Minister The policymi s s i o rachieve greater: social and economic
development for the people of Jamaica, through increased application of ICT in all sectors
facilitated by affordable ICT services and effective managenof all national ICT assets; atal
advance Jamaicadéds vision of regional | eader sh

% NCST (2005)
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and diverse platforms 6 The goals outlined i n tomeeageo!l i cy
overall efficiency and productivity; establishing wedthss Igh capacity ICT infrastructure and

services across the island so as to facilitate increased investments in the country; and using ICT
as a key enabldo develop all sectors, withfacus on the creation of a knowledge based society.

The major areas ofotus in the policy document are: thegal, regulatory, institutional and
administrative frameworkor the ICT sector; promoting competition and innovation in the ICT
sector for the benefit of consumers, producers and service providgosgement; consuer
protection;ICT support for security andmeergency Management; ICT infrastructure; and ICT

and the environment.

Government -Funded Financial Support

Financing of the activities and projects of the NCST is partially provided byN#t®nal
Foundationfor Development of Science and Technology (NFD&fih also provides funds for

Science and Technology Innovation Policy Reviews, and national science and technology
competitions and seminars. Funds are acquir
members, which include a number of large private sector companies, private financial
institutions and a development bafiKThere are strict criteria for the evaluation of projects to be
funded.

The NFDST al so a d nechnolsgy énvestmerfEime (TIE)Onhidhs was
established to finance investments in commercial activities which contain new or substantial
technological improvements and which would not qualify for funding using the existing criteria
of commercial and development banks. It gsovides funding for research and development
activities to enhance competitiveness and/or complement productivity in existing commercial
enterprises. Projects seeking funding through the TIF are required to prepare a project proposal
and submit an applition form to the NFDST. The applications are assessed by technical and
financial review committees. Successful applicants are allocated funds through loans, grants,
equity, or a combination of the thr&e.

The GOJ has also sought to stimulate activity in research and development thraRgb thax
Incentive SchemeUnder this scheme approved R&D projects qualify for an exemption of GCT
and customs duties on equipment and materials. The projects to #emhgor exemption
include, inter alia, environment impact assessment, prospecting, feasibility studies, pilot trials
and product development work. Commercial production or processes are not considered for
exemption.

% The fund has a corpus of J$10 million invested in a mix of instruments, the earnings from which are used for
funding science and technology activities.

" The TIF was established with J$50 million from the Ministry of Commerce, Science and Technology, most of
which has already been disbursed.
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Research and Development Support

Due to the small amounts of R&D being conducted in the private sector, the role of public
research agencies is critical. Tieientific Research Council (SREthe main agency designed

to fill this gap, with its mandate beinigiter alia, to provide quality scientific and technological

solutions through product/process research and development, policy advice and facilitating
technology transfer. One of its main activities is the development of new and improved
marketable Jamaican vakaeded poducts, as well as the commercialization and subsequent sale

of products and technologies based on local raw matéfiallany o f t he SRCOs
achievements are centred in the areas of food processing, agricultural biotechnology, waste water
treatmensystems and nutraceutical supplements.

In addtion to its broad R&D functions, the SRC also organizes initiatives geared to improve
innovation and competitiveness in MSMEs. Such activities have included: allowing micro and
small food processors to uié their food pilot plant for commercial production of products; and
conducting feasibility studies and acquiring permits and licenses for the construction of
wastewater treatment systems for numerous MSMEs in the-iradustry and housing
development seors.

The other main centres of research in the country are the lesslitigry-level academic
institutions (UWI, UTECH and NCU).Research activity in such institutions is traditionally
measured by the publication of scientific results in refereethgdet The UWI is the largest
producer of refereed publications among Jamai
technology research activity. With the upgrade to university status of the UTECH and NCU, a
shift in research orientation of e institutions has begun, and the publishing of research work

is beginning to evolve.

Training and Technical Support

Many of Jamai cads misized enterprisesm dMSMEs)aneet tramengl and m
technical support if they are to incorporate even the most basic innovative and teclunisleqgy
practices into their operations. Such support is provided through benwhgovernment and
government supported agencies.

The Central Information Technology Office (CIT@as established by the Government of
Jamaica in 2001Its mandate is to contribute to the promotamdgrowth of the ICT sectoiand

enhance the ality of Jamaicans to leverage the opportunities existing in this area. This is to be
achieved through the implementation of tNational ICT Strategic Planwhich is aimed at
facilitating the development of an efficient and integrated publicoseahd nabnal ICT
environmentl n addi ti on t o i nGoleemmentstraiegygClTEtalgses@G@J 6 s e
extant ecapabilities and skillsand proposes policies, projects and programmes to achieve
critical ICT objectives.

% Samuda (2008 and 2009)
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In addition to its central mandafie provision of training and extension and support services to
MSMESs),the Jamaica Business Development Corporation (JBB@Jso involved in increasing
MSMEsO6 access to technical, busi ness, mar ket
information and communication technology (ICT). Its activities in this respect include:

1 Workshops focusing on the utilization and impact@f to close distances and facilitate the
expansion of businesses;

1 The establishment of aislandwide network of businesmformation centres (JAMBICS),
with the aim of increasing MSMEs® access to
business services, includingbasiness information, training, commerce and marketing.
Eight BICs are currently in operation; and

M Thecreation of a JBDC-eommerce website for MSEs to facilitate interbhased activities
between businesses and consumers, as well as between businesses and other businesses.

The Technology Innovatiddentre (TIC) located at the University of TechnologyTéch)aims

to offer O6essenti al business services, traini
and the transformation of ® iThenTtCvisaréporedts beithet o v i
first technology business incubator in the Engbpbhaking Caribbean (ESSJ 2001).

The Jamaica Exporters Association (JEA) Business Technology Services Programme (Biz Tech)
is a World Bank funded project that was aimed at allowing the JEA to provide technical support
to its members. Its achievements imdd: providing assistance to small companies in the
implementation of improvements to the packaging and labelling of products; and providing IT
support to MSMEs in the areas of software training and website development and hosting.

The Competitiveness Compangs established by the Jamaica Exporters Association in 2005 as

a successor to the Jamaica Cluster Competitiveness Project. Its goals are to increase the
competitiveness of Jamaican firms, and move Jamaican exports up theckialne The
Company supports the establishment and development of clusters to foster innovation and
productivity. Through cluster advisory and management services it seeks to foster process
innovation by allowing participating firms to realise cost effimies, identify new and more
profitable customer segments, and grow higher margin sales.

Standards-Setting Support

An effective means of incentivizing innovation through technology is by limiting the
opportunities open to firms to be profitable by thevsion of products and services of a low
guality and of questionable standards. The oversight of standards to ensure that internationally
accepted benchmarks are enforced locally will thus better prepare Jamaican firms for
international competition andill incentivize innovation even for firms which currently do not
have an export orientation.

89 ESS] 1999
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The primary responsibility for the setting, promotion and enforcement of standards lies with the
Bureau of Standards Jamaica (BSJ{s mission is t@ p r o theinteznational competitiveness

of Jamaican producers, facilitate trade and protect consumers by providing standardization,
metrology and regulatory serviceslts main activities include: facilitating the development of
standards and other requirerteerio which particular commodities, services, practices and
processes must comply; monitoring for compliance; conducting tests and calibrating instruments;
certifying products and management systems; providing industrial training and promoting
researchandducation in standardization. O

The National Certification Body of Jamaica (NCBid)an independent certification unit falling
under the auspices of the BSJ. It is the first certification body in the Caribbean region to be
accredited to offer certificain of management systems to both manufacturing and service
industries, in the private and public sectorBhe NCBJ offers a variety of services including,
inter alia, certification of management systems to ISO 9001 and ISO 14001. Annually, NCBJ
leads theprocess of recognizing and celebratprld Quality Dayand participates in World
Standards Day activities which focus on quality and environmental management system (QEMS)
standards, theimplementation and related certification activities.

Additionally, a number of dondunded projects have been implemented to foster the increased
competitiveness of MSMEs through adherence to international standards. An example is the
CROSQ/IDB Projet, which focused onPromoting Small and Medium Enterprise
Competitiveness in the Caribbean through Technical Standafthss projectwas intended to
encourage the participation of SMEs in #tandardization process in CARICOM anddoilitate

the export of their goods and serviaegionally and internationallyt involved, inter alia, the
development of 25 technical standards and conformity assessment guidelines, and the
establishment of a national and regional information syst&he project was executed by the
CARICOM Regional Organization for Standards and Quality (CROSQ) with funding from the
IDB. The Bureau of Standards is the responsible agency in Jamaica.

The IDB/GOJ Quality Jamaica Projectimilarly sought to develop SMBs awar eness of
implementation capacity in the areas of the ISO 9000 standard for quality management systems,
ISO 14000 environmental management systems, and the Hazard Analysis and Critical Control
Points (HACCP) food safety system. Improving stadslan these areas are viewed as critical

to increasing the competitiveness and export volumes of SMEs. The specific objectives of the
project included:

1 Raising awareness and achieving4{mamong SMEs regarding the respective standards;

1 Developing alocal supply of consultants, auditors and trainers to facilitate the
implementation of ISO management and HACCP systems in SMEs; and

1 Facilitating the implementation of these systems in 100 Jamaican SMEs.

The Bureau of Standards, the executing agency ®rptioject, partnered with the Scientific
Research Council (SRC), and the following achievements have been highlighted:
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1 Over 2,000 persons have been made aware of the project through seminars, workshops,
media presentations and a Quality Jamaiebsite www.qualityjamaica.org.jh)

1 856 persons have been trained in General HACCP Awareness and Internal Auditing, 615
persons have been trained in ISO 9000/14000 Requirements, and 92 persons have
compl et endhet hai séera course; and

1 42 companies have joined the programme and are at various stages of implementation
(MICT 2006 and 2007).

Intellectual Property Protection

If firms are to be encouraged to increase competitiveness through innovation, thengmiern
has to ensure that the products of such innovation are adequately protected. The registration,
monitoring and enforcement of IPRs are the primary responsibilities of the Jamaica Intellectual

Property Office (JIPO). d ndbnRo® & sodemi ands affective | st
intellectual property system, which will act as a catalyst for international competitiveness,
facilitating economic growth and devel opment

regulatory, advisory, and public educatfonctions. Its primary roles include

1 GAdministeiing intellectual property laws now in force and to be enforced in the future, in
accordance with national policies and Jame
obligations on Intellectual Property Rights (IPRs) protection as imposed by treaties,
conventions, agreements and other legal instruments.

1 Heightering public awarenessf the importance of IPRs, theplementation of the laws
and the workings of the intellectual property system in Jamaica.

1 Encouraging and facilitatingompliance with IPRaws through voluntary means and/or
enforcement measures.

1 Ensuringthat the intellectual property laws and system contribute to national economic
growth/development and realize the potential benefits of rights holders in Jamaica.

1 Advising the Governmenin its development and implementation of intellectual property
policies; to ensure that the laws are consistent with the national objectives, and ensure
adequate i mplementation of the countryds b
property oligations.

i Keepng abreast and participatimg the progressive development of intellectual property

law in light of new technologies, globalization of trade, intellectual propertypevation

and the emergence of new issues impacting the intellectopémpy system, such as e
commerce, protection of folklore and traditional knowledge, biodiversity and gene
patenting.
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1 Establising, maintainng and strengtheng all relevant regional and international
affiliations and cooperation with governments, irgevernmental agencies and other
intellectual property offices and organizatid@f.

Based on the importance of the creative industries to the Jamaican economy, there is significant
awareness of and activity with respect to registration and enforcemenpyifghts. Although
JIPOis alsoresponsible forthe implementation of the Copyright Lawhdre is no statutory
registration system in Jamaica and no requirement for registration under the Copyright Act.
There is however,a nationally recognized volumtacopyright registration and deposit facility
provided by the Intellectual Property Service Centre (IP@) conjunction with the National
Library of Jamaica, that copyright owners use to establish a public record of their claims of
copyright”* The IPC is a not for profit negovernmental organization with a Board of Directors
comprised of representatives of the University of the West Indies, the Government Archives, the
Jamaica Intellectual Property Office, the Media Owners Association oficknaad the
Jamaican Copyright Licensing Agency (JAMCOPY).

The Copyright Act (1993) also makes provisions for the establishmenCatiective
Management Organisations (CMQsyhich act in the interest of the owners of rights in the
exercise ofcopyright and related rights. Five CMOs have been established in Jamaica, only
three of which are currently active.

The Jamaica Association of Composers, Authors and Publishers (JA@QAR)isters the public
performing rights of composers, authors and publishers in their musical works, film
synchronization rights and recording rights granted to copyright owners under the Act, and
licenses those rights to users in exchange for licence fees, which are instubuted to its
members and affiliates. Incorporated in early 1998, JACAP succeeded the local agency of the
PRS (UK) that operated satellite agencies in former British Colonies like Jand&CAP is a
member of the international collective managemegdmization called CISAC.

The Jamaican Copyright Licensing Agency (JAMCO&ifinisters the reprographic rights of
authors and publishers of works in print media, which concerns licensing the rigtaki
multiple copies/photocopies of such works. The Copyright Act generally restricts copying by a
reprographic processAlthough copyright in literary works is not infringed by virtue of copying

for instructional purposes, such copying cannot be done @prographic process. Institutions
providing tertiary education may make reprographic copies of passages from a published work
for instructional purposes without infringing copyright but are limited to five percent (5%) of any
work per quarter. This alNwance is however rendered inapplicable where a licensing regime
exists. JAMCOPY is a member of the International Federation of Reproduction/Reprographic
Rights Organizations (IFRRO) and has foreign reciprocal agreements with several equivalent
RROs includng Argentina, Australia, Belgium, Brazil, Canada, Finland, Greece, Iceland,
Mexico, Slovakia, Spain, United Kingdom and Zimbabwe. JAMCOPY is currently in
negotiations with several other countries including the United States of America.

OMIIC Ministry Paper #44 (2009)
" Extracted fromhttp://www.fogadaley.com/las.htm|
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The Jamaica Musicdgiety (JAMMS)s the newest indigenous CMO to be formed. Established

in July 2006, JAMMS administers the broadcasting and public performance rights in respect of
protected sound recordings and represents local and international sound recording copyright
holders, including independent record labels/record producers as well as the major international

label groups and artistwned labels. JAMMS took over from the now defunct Jamaica Musical

Rights Administration Society (JMRAS)

Under the Copyright Aca Copyright Tribunalwas also established. This tribumahy hear and
make rulings on disputes where users and copyright owners cagre# on the terms of

licenses®

ASSESSMENT OF THE USE OF TECHNOLOGICAL INNOVATION IN

JAMAICAN FIRMS

The success of daai c a 6 s nat i

onal

i nnovat.i

Trinidad and Tobago are also highlighted to allow for inégional omparisons.

Table 2.11 Indicators of Technological Innovation in Jamaican Firms

on system
increased technological innovation by Jamaican firms is being fostered. Results from the 2012
2013 Global Competitiveness and Global Information Technology Reports and the 2008
Jamaian MSME survey are used as the basis of this assessment. Table 2.1 presents a number of
indicators of the state of technological innovation in Jamaican firms. Figures for Barbados and

Jamaica B'dos T&T
Indicators Rank| Value | Rank| Value | Rank| Value
Availability of latest tech 44 5.5 28 6.0 63 5.1
Capacity forinnovation 85 2.9 91 29| 124 2.4
Production Process Sophistication 99 3.3 53 4.0 54 3.9
Value Chain Breadth 99 3.3 46 3.9 95 3.3
Knowledgeintensive jobs, %workforce 72 20.1 1 57.6 60 22.8
Firm-level tech. absorption 67 4.8 37 5.4 82 4.6
Extent of business Internet use 66 5.0 39 5.5 72 5.0
Impact of ICT on new services aptbducts 70 4.5 49 48| 111 3.8
Impact of ICT on new organizational mod¢ 71 4.1 64 4.2 85 3.9
Sources: Global Competitiveness Report2B13

Global Information Technology Report PB13

"2 Extracted from http://www.fogadaley.com/laws.html
"3 http://lwww.soundsofjamaica.com/copyright.php
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With a rank of 4% out of 144 countries, Jamaica ranks highly in respect to the availability of the
latest technology. Although outperformed by Barbados, Jamaican firms clearly stand to benefit
from the openness of the economy and closeness to theintejoational markets which foster

the availability of technological advancements. Notwithstanding this availability, the country
received a low ranking (83 for its capacity for innovation. Although having a higher rank than
both Barbados and Trinidad t he countryds gl obal position i
though the latest technology is available to domestic firms, such technology is either not being
accessed or utilized to foster relatively high levels of innovation. Because of thtspaeity

for innovation, the country ranks poorly (globally and regionally) in the sophistication of its
production processes (8Pand the breadth of value chains (99 It is thus not surprising that
Jamaica employs a lower percentage of its tatalkforce in knowledgentensive jobs than
Barbados and Trinidad.

The remaining rows in Table 2.1 give a preliminary indication of some of the reasons for the
countryos | ow c aphadegréeyo whichrJamaican forwsalisormtechnological
advancements into their operations is just above the global average, with a rafikooft &7

144 countries. The comparison with Barbados (rankedt%t Bdwever, highlights how much
better Jamaican firms need to be doing in this respect to compéteheiregional standard
bearers.

Similar conclusions can be drawn with respect to the extent to which Jamaican firms use the
Internet in their businesses, and the impact that ICT has on the development of new services,
products and operational models each of these areas, Jamaican firms have an average global
ranking, but are significantly outperformed by their Barbadian counterparts. As Barbados is
exhibiting, if firms in noroil producing small island states are to overcome their scale
deficiences and be internationally competitive, they have to be ahead of the rest of the world in
their adoption of technologicalgriven innovations. The average performance of Jamaican
firms does not place them in an advantageous position.

This pointisespeail | ' y r el evant for the countryds MSMEs
standards, and so need to rely heavily on technology to improve efficiency and competitiveness.
The 2008 MSME survey results, however, indicate that more than half of the migpoieete

surveyed do not use any form of ICT. Although the numbers increase for small and medium
sized enterprises, the fact that almost 40% and 30% of these firms, respectively, do not use any
form of ICT is cause for concern (see table 2.2 below).

Table 2.2 MSMEs Employing Some Form of ICT

Types of MSMEs Yes (%) No (%)
Micro (formal) 47.8 52.2
Micro (informal) 40.5 59.5
Small 60.2 39.8
Medium 72.5 27.5

Source: MSME Survey (2008)
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The types of ICT used by MSMEs also suggest a ladophistication in this area, which may

act as a hindrance to product and process innovation. The chart below indicates that only 14.4%
of the MSMESs surveyed in 2008 use a computer in their business, 13.8% use email, and 8.6%
have a website. It is theretonot surprising that only 5.4% of the MSMEs surveyed sell their
goods and services online.

Figure 2.3: Forms of ICTs being Employed by MSMEs

144 15.1
16 138 4:4
14
12
10 8.6
8
6 m % of MSMEs
4
2
0 T T T 1
Email & Email Computers Fax Machine
Website
Source: MSME Survey (2008)
The countryds capacity for i nno Vims,ibdis alsos , h o

heavily influenced by the degree to which the government inculcates technological innovation
into its own practices, and thus encourages firms to do the same through a signalling effect.
Table 2.3 presents a number of indicators ofrtetdgical innovation by the GOJ.

Table 2.3i Indicators of Technological Innovation by the Jamaican Government

Jamaica B'dos T&T
Indicators Rank | Value Rank | Value Rank | Value
I CT use & govdt efficienc 64 4.3 52 4.5 100 3.7
E-Participation Index 99 0.1 94 0.1 79 0.1
Government Online Service Index 102 0.2 104 0.2 63 0.3
Government procurement of advanced tech. products 120 3.0 34 40| 128 2.8

Sources: Global Competitiveness Report2B13
Global Information Technology Report 2313

The first row indicates that the GOJ has an above gledage rank for the extent to which it

uses ICT to enhance itsfficiency. With a rank of 6% the country is, however, again
outperformed by Barbados (52 . The effectiveness of the GC
enhanced business outcomes is further called into question by its poor ranking in the e
participation index. This index is based on an assessment of the quality, relevance, usefulness
and willingness of government websites in providing online information and participatory tools
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and services to the people. With a rank of,a9e GOJ performs poorly troby global and

regi onal standar ds. Similarly ©poor perf or ma
service index, and the extent to which the GOJ procured advanced technological proditts (102

and 120", respectively). The Vision 2030 Nationalbe | o p me n't Pl anthet hus n
government can play a greater catalytic role through the demonstration effect of its adoption of
information technology and the impetus it can provide through promotiorgo¥&nment for

online access and provision gbvernment services.

ASSESSMENT OF THE NATIONAL INNOVATION SYSTEM IN JAMAICA

The above assessment clearly indicates that Jamaican businesses and government are generally
not optimising the use of technological innovations to increase the efficiettogiobperations

and quality of output. This suggests that pr
System. Although the National Science and Technology Policy (2005) notes that Jamaica
essentially has all the main infrastructural scierm® technology componerifs these
components must be assessed to ascertain whether or not they function effectively as an
integrated system. This assessment is conducted below, and relies on data compiled from the
20122013 Global Competitiveness and Gdb Information Technology Reports and various
selfassessments garnered from a number of GOJ documents.

060The interactions among the actors invaglved

i nvest ment s I n research a n d on dfe imneVatmmp systams € T h ¢
depends on the fluidity of knowledge flowsamong enterprises, universities and research
institutionsé (OECD 1997).

The policy and coordination function of the National Innovation System (NIS) is critical, and in

the Jamaican sa@ must bear some criticism. The Vision 2030 National Development Plan notes

t hat 60l inkages between key players in the i/
nonexistent when compared to innovation processes in the developed world and rapidly
devdoping economies... Without effective linkages among key stakeholders, diffusion of
science, technology and innovation (STIl) into
reasons for the persistence of this challenge in Jamaica, as highligtited/ision 2030 Plan, is

the fact that the GOJ has neither outlined a specific agenda for STI development nor specific
approaches on how STI can advance a broader national vision.

This is particularly so for MSMEs. Ventura, former senior advisor toPiti@e Minister on

issues relating to science and technology has notedtbat e of t he weakest asy
innovation system is the ability to transfer advanced technologies to... the small agile firms and
entrepreneurial statt p 0 p e r &his imaynbs a @eflection of the fact that both the 2005

" The policy highlights as exceptions the need for risk and venture capital funds for tecHedlggyjects and
pilot plant facilities (NCST 2005).
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Nati onal Science and Technology Policy and th
National Development Plan pay scant regard to the MSME sector.

In the former, MSMESs are only cursorily mentioned in the context of tackling poverty, with no
concrete strategies highlighted, except for an expressed desire to enhance ICT skills in small and
mediumsized businesses. In the latter, more attention ceglan MSMEs, as the exploitation

of endogenous STI outputs by MSMEs is highlighted as an early indicator of success, and the
promotion of business incubation, STI MSMEs, and a revolving loan scheme for SMEs are
included as sector strategies. More explimcus on the sector is however needed if
technol ogi cal i nnovation is to be fostered in

Table 2.4 presents a number of critical i ndi
coordination function for STI. Thesedicators largely confirm the aforementioned adverse self
assessments. Although the government has an @wavage ranking (35 for the priority

given to ICT, this prioritization does not seem to have influenced a number of factors that are
critical to the success of a growth strategy based on technological innovation. Internet access in
Jamaican schools (Pwas ranked significantly lower than that of Barbado&®28d Trinidad

(55", as was the overall quality of the educational system (withaita, Barbados and Trinidad
ranked at 78, 7" and 44", respectively). The quality of mathematics and science education
provides a particularly important foundation on which technological innovation must be based.
In this area Jamaica received onethé lowest rankings globally (11§ and was completely
outperformed by Barbados™7and Trinidad (3%). The Vision 2030 National Development

plan thus notes that:

fiThere is still inadequate science and technology education at the primary, secondary
and tertiary levels. Secondary school examination pass rates are particularly low in
subjects that are crucial for technological progress, including mathematics and sciences.
We have a low capacity for enquinased approaches to learning, and sciengfigjuiry

is not a core component of teacher training. Technology deployment and usage is still
curtailed by a combination of human resource factors including high illiteracy rates, loss
of ICT skills due to migration, and low skill levels and high teatgyhlnxiety among the

el derly. o

A countrybés advancement through technological
its human resources, but also by the availability of appropriate financial resources.
Entrepreneurs desirous of improving protion and management techniqgues and outputs
through technological advancements quickly recognize that they must spend money in order to
either save or make money in the future. Their ability to access extesnaliged funds for
innovative purposes iswerely constrained in Jamaica. This was discussed at length in chapter

1, but the last two rows in table 2.4 provide a useful reminder of the severity of the problem.
Jamaica has among the lowest global rankings for ease of access to lodhsa(tR&nture

capital availability (130). Regional comparators Barbados and Trinidad are rankeda&nn9

77" for ease of access to loans, ant 84d 87 for venture capital availability.

128



Table24iSel ected I ndicators of licy&@oord@@atbodferSHer f or m

Jamaica B'dos T&T
Indicators Rank | Value Rank | Value Rank | Value
GovoOot prioritizat 55 4.9 29 54 91 4.3
Internet access in schools 74 4.1 33 5.3 55 4.5
Quality of the educational system 76 3.6 7 5.4 40 4.2
Quality of math & science education 116 3.0 7 5.6 35 4.6
Ease of access to loans 127 2.0 79 2.7 77 2.7
Venture capital availability 130 1.9 94 2.3 87 2.4
Sources: Global Competitiveness Report2B13

Global Information Technology Report ZB13

Jamaican firms are thus severely disadvantaged in their ability to enhance competitiveness
through technological innovation, because of human resource deficiencies and the unavailability

of appropriate financing. These areas are largely out of the caritintividual firms, and

represent gaps that government policy needs to seek toMillch of the responsibility for

directing technology and innovation policy and coordinating the efforts of the various arms of

the NIS lies with the NCST. This Commigsiis, however, too small to effectively coordinate

the large number of science and technology institutions. It is further stymied by a perception of
not being central to the ™ cToeunft3TYySesor Blan\ngheo p me n
G OJ 0 son 20B0sNational Development Plan highlights a number of similar problems that can

be attributed to the NCST:

1 No clear consensus on the desired STI profile of the country, or the role of STI in the
development process;

1 Inadequate coordination of the S3ystem, evidenced by overlapping and unclear roles of
STI institutions;

1 Inadequate publiprivate partnerships;

1 Disconnect between R&D and productive sectors, resulting in paucity in the development of
indigenous technologgnd

1 An inadequate enablirgnvironment for innovation.

|t mu s t be not ed, however, t hat t he probl en
coordination and knowledgibow issues, but are also rooted in a dearth of knowledge creation,
particularly in areas that could be usefuldod a | busi nesses. The count

does not have the capacity or the inclination to invest substantial sums of money in research and
development. The first row in table 2.5 indicates that Jamaica is ranked"apdDaf 144
countriesfor company spending on R&D. The cadhapped government is thus required to

5 Vision 2030 Jamaica Science, Technology and Innovation Sector Plan (2007) and NCST Secretariat (2005)
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propel efforts in this area. Not surprisingl
National Development Plan notes that:

Qamaicd s capacity to effectively and efficie
factors; chief among which is consistently low levels of investment. This is evidenced by

the fact that despite path breaking work in agricultural research, and recent expanisio

the science infrastructure, Jamaica spends less than 1% of GDP on scientific research

and development... A large proportion of the allocation to this sector is used to defray
recurrent expenses |l eaving very I|little to

The lck of focus on and investment in R&D has led to a number of concomitant problems, as
evidenced in table 2.5. Al t hough the quality
aboveaverage ranking in the 2043 Global Competitiveness Report {92 the quality of

scientists and engineers in the country has a very low ranR)(MHtich is lower than both of

the regional comparators. The reasons for this low quality include an inability to attract and
retain STI professionals, and, more fundataltyy deficiencies in the approach, quality and
relevance of STI education at all levels of the education syStem.

Exacerbating the situation is the fact that Jamaica underperforms relative to both Barbados and
Trinidad with respect to collaboratidsetween universities and industry in R&D. In a country
where quality scientists and engineers are relatively scarce, such collaborations are critical to
effectively utilizing the limited resources that are available. The NCST (2005) however notes

t h although Jamaica has a strong University system and science pedigree, it has been difficult
to translate scientific results into technologies, products and services, because of insufficient
capital goods, funding, implementation machinery, engineering anttepeaneurship

C a p a c iAs indgicateddin the last row of table 2.5, the end result of this is a low level of
patentable innovations, with Jamaica again being outperformed by Barbados and Trinidad.

Table 2571 Selected Indicators ofFactors Affecting R&D in Jamaica

Jamaica B'dos T&T
Indicators Rank | Value Rank | Value Rank | Value

Company spending on R&D 107 2.7 72 3.1 100 2.8
Quality of scientific research institutior] 52 4.0 41 4.2 98 3.2
Quality of scientists & engineers 101 3.6 54 4.3 56 4.3
University-Industry collaboration in

R&D 77 3.5 38 4.3 76 3.5
PCT patents, applicants/million pop 70 0.7 32 115 54 2.0

Sources: Global Competitiveness Report2013

Global Information Technology Report PB13

®“The draft STl Sector Plan in the GOJ&ds Vision 2030 Na't
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I n the description of Jamaicab6s NIS it was no
projects and agencies were established to provide MSMEs with the technical support needed to
incorporate innovative and technoledsiven practices into their opstions. The support
provided through these agencies/ projecachs form
of the initiatives have reported significant success in fostering either product or process
innovation in their respective clientele.

Most stakeholders however agree that the coverage achieved is uniformly low, and that the
government 6s initiatives have not had the eff
sectordés usage of technol ogy tthisisfthe fmdtthatoniynnov a
a very small proportion of the sector knows about the innovation and technology services
provided. Using the most recently available survey data, table 2.6 indicates that only 8.2% of the
MSMEs surveyed are aware of such sergjcand 0.3% use the innovation and technology
services offered by the business development service (BDS) providers.

Table 2.6: Types of BDS the Enterprise Knows and Usg$%6 of Enterprises)

Tyee Own Account Micro (2-4) Small (5-20) Total

Knows | Uses | Knows| Uses | Knows| Uses | Knows| Uses
Innovation & Tech 2.8 0.0 11.2 04| 230 15 8.2 0.3
Legal Aspects 5.4 0.6 19.6 1.8 35.6 3.7 14 1.4
Accounting/Taxes 6.5 1.1 23.6 9.4 45.9 24.4 17.3 6.9
Management 4.2 0.6 11.9 0.4 23.7 2.2 9.3 0.8
Production 3.1 0.0 9.4 0.0 20.7 0.0 7.4 0.0
Training 5.5 2.1 12.6 0.0 24.4 2.2 10.3 1.3
Distribution 3.7 0.0 11.5 0.2 25.9 0.7 9.1 0.2
Marketing 5.7 1.8 13 0.2 25.2 1.5 10.6 1.2
Finance 5.8 1.1 15.3 0.7 28.1 1.5 11.9 1.0

SourcelADB (2004)

The obscurity of theypical suppliers of research and development, innovation and technology
services contributes to the low usage of such services. Table 2.7 indicates that only 1.1% and
0.3% of MSMEs are aware of and use the services provided by private institutes amslitigsy

Public institutes and univeristies are even less popular with awareness and usage of their services
being negligible (0.8% and 0%, respectively). Although government institutions are slightly
more popular, awareness and usage of their serc@s3% and 0.3% of MSMEs is clearly an
indication of inadequate coverage if meaningful transformation is to occur in the sector.
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Table 2.7 Suppliers of BDS the Enterprise Knows & Uses (% of Enterprises)

Supplier Own Account | Micro (2-4) | Small (520) Total

Knows | Uses| Knows | Uses| Knows | Uses| Knows | Uses
Private Institute/University 0.5| 0.0 1.8 04 15| 0.7 11} 03
Public Institute/University 0.3| 0.0 11| 0.0 22| 0.0 0.8| 0.0
Public Institution/Government 06| 0.2 3.8, 04 52| 0.7 23| 0.3
Professional 28| 0.6 14.2| 3.8 26.7| 11.9 9.7 3.1
Private Company 42| 05 15.7\ 52| 281| 141 112, 3.8
Business Association 3.1 1.9 22| 0.2 1.5| 0.0 26| 1.1
Town Council 0.6 05 1.3| 0.2 0.7 0.0 0.9 03
Do not know 1.3| 0.2 49 0.7 74| 0.7 3.3| 04

SourcelADB (2004)

The low awareness and usage of technological and innovation business development services
may, however, also be precipitated by lack of demand for such services on the part of MSMEs.
The IADB (2004) notes that many firms (47.4%) perceive that they doneed business
development services of any type. This may be because, as indicated in the table below, most
MSMEs surveyed in 2008 were confident about the strength of their businesses in several key
areas related to their ability to innovate and adaphémges.

Table28 MSMEs®6 Perception as to the Strength of

Area Strong (%) | Moderate (%) | Weak (%)
Technology/Innovation/Creativity 48 36 16
Efficiency 64 32 4
Research & Development 31 40 29
Capital 31 42 27
Capacity/Human Resource Factor 62 30 8
Ability to Adapt to Global Changes 39 44 17
Ability to Adapt to Local Changes 52 37 11

Source: MSME Survey (2008)

Although this confidence is not reflected in the ICT usage of these firms, it confirms thieatact
Jamaican MSMEs, particularly microenterprises, exhibit high levels of creativity and
innovativeness without the benefit of research results and technological tools. It suggests that if
synergies can be created between this natural proclivity towards/ativeness by these
entrepreneurs and the opportunities created through the usage of R&D and technological
advancement, great strides can be made in increasing the competitiveness of Jamaican MSMEs.
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ASSESSMENT OF THE INTELLECTUAL PROPERTY RIGHT (IPR)
FRAMEWORK IN JAMAICA

If Jamaican firms are to maximize their innovative potential, IPR protection is vital. This
protection will only be forthcoming if all the relevant laws and treaties are in place. However, a
Global Competitiveness (20418) rankingfor IP protection of 79 out of 144 countries seems to
suggest some weaknesses in the IPR framework. In 2009, this rank Wamit6df 134
countries, suggesting that Jamaica has not kept pace with a number of other countries.

At t he most basic | evel, the | egislation gov
innovation in its broadest sense may be protected through a variety of different IPRs. WIPO
notes that the main types of IPRs are:

(1) patents and utility models;

(2) trademarks;

(3) industrial designs;

(4) valuable undisclosed information or trade secrets;
(5) lay-out designs of integrated circuits;

(6) copyright and related rights;

(7) new varieties of plants;

(8) geographical indications; and

(9) non-original database rights.

In many caintries, the law on unfair competition oftalso expands the scope of protection of
new or original knowledge that may not be adequately protected by the relatively stronger but
narrower rights associated with ownership of one or more of the abovemdntieRs.
Additionally, in open economies, for most types of IPRs to be ydétilabove laws have to be
supplemented by countries being signatories to international IPR treaties which create binding
obligations and rights that work to protect innovatorthe respective countries.

Firms of varying sizes, industries and levels of technological sophistication may benefit from
different aspects of the IPR system according to their specific needs and technological capability.
However, for this to occur, ¢hrelevant laws and treaties must be in place. The tables below

" This section was extracted from Tennant (2009)
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assess Jamaicabs performance in this area. S
comparative purposes.
Table 2.9 IPR Legislative Profile of Selected Caribbean and OECD Coumies
Date of Last Amendment/Rules/Reglations
Jamaica | Barbados| Guyana| T&T UK USA

Patents 1975" 2001| 1937| 2000 1998| 1998

Trade Marks 2001 2001 1972 1997 2004 1998

Industrial Designs 1983 1981| U/PA® 1996| 2005° | U/PA

Protection ofUndisclosed Info u/DPB @ nli n/i n/i nli n/i



Date of Last Amendment/Rules/Reglations
Jamaica | Barbados| Guyana| T&T UK USA
Layout Designs 1999 2001 n/i 1996| 1997 | 1998©
Copyright 1999 1998| 1966 2000| 2006© | 1998
Plant Variety Protection n/i @ 2001 n/i 1997| 1997| 1994
Geographic Indications 2009% 2001 n/i 1996 nli n/i

Source: Collated by authors froMlPO'sGuide to IP Worldwide

(1) New Bill Prepared in 2001Under Consideration

(2) Under Draft Patents Bill

(3) Not included in the Country Profile from WIPQ3ide to IP Worldwide
(4) Act was passed in 200Regulations were promulgated in 2009

(5) Under Patents Act
(6) More than one Act Year of Latest is listed

Table 2.10 IPR Treaties/ Conventions that Selected Caribbean & OECD Countries are

Signatories to

Treaties/Conventions Date on which Country became a Signatory
Jamaica | Barbados | Guyana | T& T UK USA

WIPO Convention 1978 1979 1994 1988| 1970| 1970
Paris Conventioit Protection Industrial Prop 2000 1985 1994 1964 | 1884| 1887
Berne ConventioilProtection Literary & Artistic
Works 1994 1983 1994 1988| 1887| 1989
Nice Agreement (Int'l Classf Goods & Services 2006 1985 1996| 1963| 1972
Rome Conventioii Protection Producers,
Performers &Broadcasting Organizations 1994 1983 1964
Geneva ConventionProtection:Producers of
Phonogram#gainst Unauthorized Duplication o
Their Phonograms 1994 1983 1988| 1973| 1974
Vienna Agreement (Int'l Classf the Figurative
Elements of Marks) 2006 1996
The Brussels Conventici?rogramme Carrying
Satellite Signals 2000 1996 1985
Nairobi Treatyi Protection Olympic Symbol 1984 1986
WIPO Copyright Treaty 2002 1997| 2002
WIPO Performances &honograms Treaty 2002 1997| 2002
PCT (Patents) 1985 1994| 1978| 1978
Locarno Agreement (Int'l Clas®r Industrial
Designs) 1996| 2003
Strasbourg Agreement (Int'l Patent Class 1996| 1975| 1975
Budapest Treaty (Deposit of Micrganisms) 1994| 1980| 1980
TLT (Trademarks) 1998| 1996| 2000
PLT (Patent Law Treaty) 2006| 2000
Madrid Protocol (Int'| Registration of Marks) 1995| 2003
Singapore Treaty (Law of Trademarks) 2009
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Treaties/Conventions Date on which Countrybecame a Signatory

Jamaica | Barbados | Guyana | T&T UK USA
WTO - Member & Signatory to TRIPS Agreeme 1995 1995 1995 1995| 1995| 1995
UCC 1983 1988| 1957| 1955
UPOV 1998| 1968| 1981

Source: Collated by authors fronMlPO'sGuide to IP Worldwide

The first table indicates that Jamaica has legislation governing the main pillars of the formal IPR
system while the second highlights the fact that the country is a signatory to at leastjdr2
IPR treaties Howevera fewweaknesses in key areas are revealed:

l

The draft Patents and Design Bill has been under consideration since 2001, and has not yet
been passed.This Bill is intended to repeal the existing Patent Legislation, and is well
overdue, as it is expected to incorporate provisions for compliance with the TRIPS
Agreement, and to provide for the implementation of the Patent Corporation Preaty.

The recent promulgation of the regulations for tBeographical Indications Act of 280

allows for theprotection of geographical indications for all products against false and
misleading uses, but in accordance with the TRIPS, places special emphasis on wines and
spirits”® Although a step in the right direction, it is noted that this Sitls leaves important

local geographical indications with only minimatotection*® A JIPO representative,
however, indicated that there are plans to amend the Act so as to provide additional
protection for goods of local significance, such as cofte, and yam. Such amendments
must also be accompanied by international lobbying efforts to have such protection ratified in
other countries.

Plant variety protection is not legislated in Jamaica. This is an area of growing importance,
with the country bing behind most Caribbean and OECD countries in this regard. It must be
noted though that some progress has been made in this area, as GaBb@3 approval was
received for promulgation of the law on the Protection of the Rights of Breeders of New
Varieties of Plants, and JIPO and the Ministry of Agriculture participated in a working
meeting of the International Convention for the ProteatibNew Plant Varieties (UPQV) to
facilitate preparatorywork on the drafting instructioris.

Jamaica is not a signatory to the Madrid System for the International Registration of Marks.
This treaty is important as firovides applicants with the possibjliof having their mark

protected in several countries by simply filing one application with a single office, in one
language, with onset of fees in one currency. The Madrid System also greatly simplifies the

"8 http://www.fogadaley.com/laws. html

" Geographical indications for wines and spirits are also protected against uses on maxép@ibnot originating
in the place denoted by the geographical indication even where the use is not misleading.

% http://www.fogadaley.com/laws. html

8 MIIC (2009)
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subsequent management of the mark, sintegbssible to record changes or to renew the
registration through a single procedural step with the International Bureau of WAPO.

It was, however, noted that these benefits have to be weighed against the possible cost of
gi ving MSMEs 06 ofsgneaer lgenefitcttoamiimat which would accrue to local
MSMEs. This could occur as very few local MSMEs currently seek to register their marks
overseas resulting in the potential benefit being low, while foreign firms would now find it
much easier toegister their marks in Jamaica, thus increasing their ability to compete in the
local market and possibly force local MSMEs out of business. A JIPO representative,
however, asserted that the potential benefit to Jamaican small firms is not low, anihabted
many of the small businesses that registered marks in Jamaica were also concerned about
acquiring protection of those marks in other counffiels light of this, it was indicated that

efforts are currently being made to have this treaty signed.

POLCY SUGGESTIONS

The policy framework for technology and innovation in Jamaica must seek to both capitalize on
the innate creativity of the Jamaican entrepreneur, while addressing weaknesses in the National
Innovation System. The ultimate objective shoblel to enhance the competitiveness of
Jamaican businesses by enabling them to improve their efficiency and the quality of their output
through the use of technological advancements. Any policies that are implemented must thus
seek to address the varyimpovation and technological needs of different types of fifhasid

to improve the creation and flow of practicable knowledge throughout the NIS.

0 For -mpakdrs, anyunderstanding of the national innovation system can help identify
leverage points foenhancing innovative performance and overall competitiveness. It can|assist

in pinpointing mismatches within the system, both among institutions and in relation to
government policies, which cahwart technology development and innovation. Policies which

seek to improve networking among the actors and institutions in the system and which aim at
enhancing the innovative capacity of firms, particularly their ability to identify and albpsorb
technol ogies, are most valwuable in this |conte

ZwIPO

8 Additionally, questions have been raised about the ability of JIPO to atlhere t he Madr i d Syst e mbd

timeframes for lodging objections to marks. If JIPO is unable to complete its review process within the stipulated

timeframe, the mark will be automatically lodged. The JIPO representative, however, assured thatrhisevid

problem, as much of their review process is automated and can be quickly completed.

% The OECD (2001) classifies MSMEs into three groups:

1 Technology developersvhich are usually higkech, potentially higtgrowth firms and research oriented
conalltancies (representing3% of the total European SME population);

1 Leading technology usefsepresenting 1:05% of European SMESs); and

1 Technology follower&epresenting 885% of the European SME population).
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Policy initiatives should seek to address the specific needs of three categories of key
stakeholders:

1. Businesses that fall into the category of technology followers, that is, firms which may not
see a need to innovate or may not realize the potential in R&D technological
advancement for product and process innovation;

2. Businesses that are technology developers or leading technology users, and may be aware of
or are searching for applicable technologies to aid innovation, but which need support in
acquiringand adapting such technologies; and

3. Research institutes, universities and agencies which offer STl and ICT suppasirtesses

Tennant (20095eveloped a comprehensive and detailed set of policy suggestions for the GOJ
aimed specifically at enhancirtgchnological innovation through each of these three sets of
stakeholders. These suggestions were derived thramugtvestigation of the characteristics and
perspectives of Jamaican MSME=s) assessmentf local initiativesin the area of technology
andinnovation a review of international best practices, and consultations with stakeholdlers.
summary of the most critical policy suggestions provided in that document are extracte&below.

Policies for Technology Followers z %/&EAl 000 O1 ) AwArénkss &fA & E OI O
and Demand for Innovative and Technologically -Driven Business Practices
(ITBPS)

The proposed policynitiatives seekto addressechnologyf o | | odefieiensy6f demand for

ITBPs by: educating e@nepreneurs as to the need for ITBBsdenicing them by highlighting

the value ofuch practices. Specific suggestions which have been made in this area are outlined
below:

1. Developing a Public Education Campaign to highlight the need for and value of ITBPs
and the Available Support ServiceProviders

The OECD (2001) notesthatmong t he princi pal el ements of a
are policies to build an innovation culture and to strengthen the capacity to respond to
globalization. In his Policy Manual on Competitiveness StrategyDeveloping Countries,
Wignaraja (2003) more specifically advocates &or awareness campaign for industry about
technology gaps and available services.

As the aim is to change the extant practice of underus€B#s it is important in designing
sucha public education campaign to understand why and how people change what they do. A
large body of behavioural research shows that people:

8 Readers are encouraged to peruse Ten2809j for the full slate of policy suggestions.
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6react in a particular way to accepting an
suddenly begin to do sotheng we have never done before: we learn and weigh the
benefits of doing it or not doing it; we look around to see if anyone else is doing it... If it
seems socially acceptable, valuable and practical, we learn the skills to undertake the
new behaviour md we may apply to our own lives. We then evaluate whether it is
worthwhile to continue. From our experience we may reject the new behaviour, or we
may encourage other® to follow our exampl e

Application of these principles of changing behavioumdTdP strategy entails:

1 Providing the information, assurance amglcouragement that areeeded to promote the
usage ofinnovative and technologicalgriven business practicas firms. This should
include a focus on the many different ways in which innovation can be achieved, so as to
mitigate against the commonreld narrow view of technological innovation as being out of
the reach of most MSMEs (see #oR in the append)x

1 Identifying and promoting model firms that have excelled and succeeded through a
commitment tdnnovation and technological advancement

1 Teaching the skills that are required by entrepreneurs to:

o0 Recognize areas in whighnovation and technological advancemismmeeded;

o Identify all the possible sources through which the need can be met;

o Evaluate the sources so as to select the most suitable ways of meeting those needs;
and

o Ensure that the newdgtcquiredtechnologies and capaciti@se best utilized in the
enerprise.

1 Providing firms with ongoing encouragement to continmgplementing innovative and
technologicallydriven business practicesnd

1 Encouraging entrepreneurs to share the information and new skills with others.

Due to the misconceptions surroimgl the relevance of technology to particularly small and
micro firms, and the mistrust within the business community of information emanating from
unfamiliar sources, this public education campaign should be very carefully designed. The
experience of thé&uropean countries in this respect is instructive, as the primary sources of
information considered as very important for innovation are: sources within the firm; clients or
customers; and other firms within a grouping of fifthsThe primary spokesperssno be used

in this public education campaign should thus include:

1 Firms that have successfully implemented technological solutions in their businesses;

8 United Nations IMAS
8 OECD (2001)

138



1 NGOs, social workers, and other people/agencies in direct contact with and who have gained
thetrust particularly of MSEs; and

1 Financiers that already have an established relationship with business clients.

In addition to the traditional channels of information dissemination, the useoofurther
channels is suggested

1 Town hall meetings, so de ensure that a personal touch is achieved. This is important, as
there is a growing consensus among communication experts about the power of the personal
touch in relating an experience. While facts and figures are often quickly forgotten, an
illustration from real business experiences can motivate action; and

1 Text messages, as the increasing use of cellular mobile technology in MSké€sgnized.
Almost half (45%) of the MSMEs surveyed in 2008 used cellular phones in their businesses,
while only 326 used fixed line telephone technology. It is also important to note that the
category of MSMEs most unlikely to be reached through traditional channels of
communicatiori the informal microenterpriséswere the largest users of cellular phones.

A genunely collaborative approach for the design and launching of this public education
campaign is a critical factor on which its success hinges. The GOJ (through the NCST, MSTEM
and/or the MIIC) should thus work with the private sector organizations (P8@gyaviders of

R&D, technical and training support to develop and launch this campaign. International donor
agencies could contribute to the process by providing much needed technical and financial
assistance.

2. Highlighting to Firms the Value of ITBPs

Sustained changed behaviour will only result whens see the value to be added (ultimately in
terms of profitability) by the adoption of ITBPs. This is best achieved using a multifaceted
approach, including:

91 Disseminating to firms the results of marketsearch which identify profinaking
opportunities, highlight technological/research requirements, and identify appropriate support
service providers

If firms are to see the value in technological innovation, they must have the ability to keep
abreast bthe latest developments affecting their sector. Access to timely information about
local and international opportunities and shifting trends in products and processes can be crucial
to the success of businesses, and is thus often the best inducermesmiv@ment in innovation.

One of the most important impediments to innovation highlighted by firms (particularly
MSMES) surveyed in OECD countries is inadequate knowledge about new technologies and
know-how in their business area. Business represeesan these countries therefore suggested
co-operative information sharing arrangements at the local, regional and international levels,
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which would give firms the opportunity to benefit from a broader pool of information
resource$’

Such support iprovided by the Peruvian government, for example, through a centralized agency
which, inter alia: identifies business opportunities available to MSME networks; details the
measures required to meet quality standards; and assists with sourcing and fithentiiging

and technical assistance services needed to allow firms to meet the requisite st&hdards.
Pakistan, a similar agency compiles and disseminates data on local markets using
manufacturerséo, di stri but orfedinvestmdnt apmottuaities er s 0
offered by backward and forward linkages of successful services/products.

A few state and quastate agencies in Jamaica similarly provide marketing assistance to
MSMEs. It is, howeversuggested that such assistancexpdi@tly linked with theprovision of
information on technological/research requirements tastinological/research sogrt service
providers The economies of scale and development of expertise through specialization also
suggests that the centralization of such sendgoekl be beneficial.

It is suggested that the international donor agencies provide the funding and technical assistance
needed to conduct a study to ascertain:

o Whether the provision of market research which identifies pnadiking opportunities,
highlights technological/research requirements, and identifies appropriate support service
providers, will be demanded and eftigely utilized by Jamaican firms; and, if so,

o The most feasible and sustainable modalities for the provision of the results of such
market research to the largest numbers of Jamaican firms, particularly those classified as
MSMEs. An important issue tbe addressed here is whether one of the existing agencies
(such as the JBDC or NCST) should be mandated and equipped to perform such a
function, or whether a new entity should be created to fulfil this purpose. The study
should also consider whether sunharket research services could eventually be provided
through the market. This will involve assessing the adequacy of demand, and the market
development initiatives needed.

9 Encouraging the formation of networks and clusters through which knowledigeovition
opportunities can be diffused

Participation in global value chafiprovides an impetus for the necessary upgrading of firms
through the signals coming from the international marketplace. Such networks require intense
buyerproducer interactias and create the need for transfer of knowledge on the implications of

8 OECD (2001)

8 Angelelli et al (2006)

% Defined as international networks of production of strongly interdependent firms (including specialist suppliers)
linked to eactother in a value adding production chain. In some cases such clusters of firms may include strategic
alliances with universities, research institutes, knowlédtgnsive business services, bridging institutions (e.g.
brokers and consultants) and custasn@&CORYS 2006).
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changing markets for production. Through the opportunities offered by participation in global
value chains, strategicaljylaced firms are forced to continuously innovate and upgrade.

This is made easier by more efficient access to suppliers, skilled workers, inputs, machinery and
informati on. Further more, with globalizati on
countrybés capacity t o a thatiofeer genetatesenew technelogicah t i o n
expertise, to interest investors in innovation (through venture capital, etc.), and to benefit from
the international mobility of skilled personn

Network and cluster formation is thus an importdimension of innovation policyVentura

however notes that in the Jamaican environment, where hiding information from local colleagues

is commonpl ace, 0rel ationships to boost innov
never materialize, anttust, which is critical to these types of interactions, is never given a

A

chance to develop. 6

These challenges were experienced in thwe major projects undertaken to facilitatkister
development in Jamaica. TReivate Sector DevelopmeRtr o g r a (REDPPAIster Sector
Initiative, was funded by the EU and GOJ, gothtly managed bylamaicalrade and Invest
(JTI) and Jamaica Business DevelopmentpGration (JBDC). The aim was &nhance the
performance of MSMEs through clustering and networkingadopting aolistic approach to

the development of MSMEs, and to facilitatee provision of abroad range of servicés.
Specific objectives includk the creation and facilitation ain enabling environment for the
development and sustainability of clustdhe nanagenent ofclusters; the gtablistment and
institutionalization of a national linkages programme; and the identification of linkage
opportunities and implemeatton ofinitiatives to facilitate them.

The Jamaica Cluster Competitiveness Projecbw incorporated as theCompetitiveness
Company, is managed by the Jamaica ExposiAssociation(JEA), and was initially funded by

the GOJ, USAID, DFID, JEA and other participad firms. The Competitiveness Compaisy

the second phasef the Jamaica Competitiveness Cluster Project (JCCP). The three sector
clusters targeted byCCP and subsequently the Competitiveness Company are Agribusiness,
Tourism and Entertainment. Theopct has sought to: increase sales and profits at the firm
level by way of new products, new sales channels, and targeting more attractive customer
segments; and improve the enabling environment by eliminating regulatory constraints to growth
and competiveness and strengthening the capacity of the private sector to engage iR Public
Private Dialogue around issues of competitiveriéss.

Bearing in mind the importance of network and cluster formation to innovation, particularly in
small firms, it is suggestethat technical and financial support from the international agencies be
provided to catalyse a study that will critically assess the impact of the CSI and the JCCP on the
MSME sector:

0 The impact assessment issues to be considered include:

1 Jamaica Gleaner, June 5, 2007
92 publicPrivate Dialogue (2006)
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A Scale: howmany people, enterprises and/or institutions were affected?

A Outreach: to what extent did the effects of the projects spread to specific
target groups?

A Economic gains or losses among participating MSMEs: e.g. changes in
output, productivity, product rangand quality, income, employmerit
ultimately changes in competitiveness.

A Capacities and strengths of enterprise networks: including horizontal and
vertical linkages achieved during the life of the project.

A The development of BDS and financial marketswhat way has demand for
and supply of BDS and financial services been affected by the project?

A Strengthening of support institutions: in what ways (if any) have the various
support institutions, including producer associations and government
agencies, éen strengthened by the projétt?

0o The above assessmen&dong with the lessons learned from international experience,
should form the basis of best practice guidelines in the formation, operation and support
of effective clusters. Best practigeidelines should be specifically designed for all key
stakeholdersncluding MSMEs, large companies in MSME networks, policymakers,
government and donor support agencies, PSOs, BDS providers, financiers, etc.

0 An assessment of t h esta@iGhedicfosierche sreatioa sfonlineat w
l inkages and networks should also be condu
needs to be evaluated to determine the extent to which it can fully facilitate meaningful
linkages between stakeholders. #&kms the site provides matchmaking services, as
businesses can post contact informatitiere are no mechanisms in place to facilitate
online exchange between parties so as to reduce the transaction costs between parties.
The site also does natcord tle number of linkages made and so automatic monitoring
of its usefulness is stymied. Most importantly, levels of usage must also be assessed, and
if low, studies conducted to determine the reasons for such low usage.

o0 The results of the above assessmehtalsl be used to both inform future donor and
government initiatives, and, importantly, as the basis of adesligned public education
campaign to increase firmsdéd awareness of
networking and clustering. The nsage to be delivered in the public education
campaign mentioned previously should thus be expanded to include practical messages
about the benefits of sustained efforts at networking and clustering, the challenges
associated with such efforts, and the stasice available to overcome such challenges.
These messages would be informed by specific Jamaican case study experiences, and

% UNIDO (2006)
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would thus be able to target issues of greatest concern to stakeholders, while highlighting
Jamaican success storiés.

More Effective Support to Firms that are Technology Developers and Leading
Technology Users

Firms falling into this category need support in accessing, acquiring and adapting research results
and technological innovations for their businesses. The policgtinés include:

1. Filling Missing Markets in the Private Financial Sector

High-tech firms have particular problems needing tailored financial solutions. Their particular
needs are seen to arise from the relatively high cost of R&D and its associatedvhisks
makes them unattractive to conservative or-aigkrse lending institutions. Higkch businesses

can also have the potential for fast growth, which means that the need for finance will be even
greater. Such problems are often compounded by:

T éehfunderés | ack of wunderstanding of the p
is due very often to their specialist nature;

T the need f off roing i fiinoveerstt mempg bef ore there
the ability of such businesststrade; and

T their ownersodé6 frequent failure to pay enou
anont echni cal wayo6 (Bridge et al 1995).

The figure below highlights the funding sources typically used by firms at various stages of their
growth, andt vividly illustrates two vital types of institutions which are missing in the Jamaican
contexti business angels and venture capital funds. If high risk innovative small firms are to
receive adequate funding, these segments of the market must be filled

Figure 2.4 Providers of External Finance through the Sta@s of Entrepreneurial Firm
Development

E 2 High Risk| Founders, friends & family

? E . Business Angels \

2zZ0 | Venture Capitalists

RN NonFinancial

> % Equity Markets

- Low Risk Commercial Banks
Seed Startup Early Growth  Established

Stage of Entrepreneurial Firm Development
Source: Cooper (2003)

% Please see Tennant (2009) for numerous additional policy proposals on networking and clustering that were
presented to the TGCC through the PSDP.
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Tennant (2011) studied these sources of financing inJdneaica context and found that the
venture capital market while understood by most stakeholdersemains highly
underdevelopet According to the 2010 Jamaica GEM Report, 83% of business respsiilen
2009 were of the view that there is insufficient venture capitalist funding available for new and
growing firms. By contrasthideveloped countries venture capital is often an important source
of funds used in the formation and expansion of smigh-technology, cutting edge firms,
which are often leaders aithovators in key industries.

It must be noted though, that only a relatively small proportion of the money invested by venture
capital funds ends up as seed money to support researchyopreauct development. In the

USA, seeestage financing has never accounted for more than 8% of all venture capital
disbursements over the past 23 years and most often has representdi®4l®s the annual

totals?” This suggests that even if venture italpfunds are established, enterprises that need
earlystage financing are still likely to be underfinanced. In a number of countries individual

i nvestor s, or Afangel so, and |l oosely orJani zec
They serve & primary sources of stamp and earhystage capital, once the internal resources of

the entrepreneur are exhausted. Angels accommodatesearyge compani esd s mal
needs, which are generally incompatible with the investment priorities tuiimal venture

capitalists”® Businessangelsalso frequently become aet advisors to small businesses, and

thus often provide valuable management adaiwe important contacts to MSMEs

Angel investors are not popular in Jamaica, with many bss@genot even being familiar with
the term. Almost all business respondents (97%) opined that such investors wexéstent in

% Venture capitalists typically invest in enterprises that may not have access to credit or the stock market due to

their size, age and/or risk profile. Such investments can be high risk and, in many countries, often incluges hands
involvement in the fim by the venture capitalist. Venture capital firms can afford to take substantial risks because

of the large returns gained from a few of their investments. Conventional interest payments on loans do not provide

this level of returns. Small and meditgized businesses benefit from such investments because the funds and
management expertise venture capitalists provide can aid their growth and development, and foster the creation of

new products and use of new technologies.

% Sources of funds for venteircapital firms include: foundations; government funds (either provided as a loan to
capitalize the VC or as funds for direct investing in firms); individual investors; banks; and institutional investors

(e. g. pension funds) (eHJSA, ithd poal mfdnongy rbapagdd by2venfufe kapital firng n  t
grew dramatically over the past 20 years as pension funds became active investors... In fact, pension funds became

the single largest supplier of new funds. During the entire -P@@Q period, pesion funds supplied about 44% of

all new capital. Endowments and foundations were the sdaogekst source, supplying 17% of committed capital,

foll owed closely by financi al and insurance companies
" Science and Engineering Indicators (2006)

% Angel investors are individuals who invest in businesses looking for a higher return than they would see from

more traditional investments. They usually invest their own funds, unlike venture capitalists, who manage the
pooled money of others in a profeswlly-managed fund. A typical angel is a high-neftrth individual with an

interest and knowledge in a particular business sector. Due to that interest and expertise, the angel investors may
also utilize their investments as a means of keeping cuwihtdevelopments in a particular business arena,

mentoring another generation of entrepreneurs, and making use of their experience and networkswemdulibss

time basis.

“Heard and Sibert (2000) note t halimitedsize ef a partiGularconndpfat i bi | i
financing, limited, future anticipated needs, or the higher risk profile instart r ounds . 6 I n some cac
company seeking financing is in an industry sector that is not in favour with the larger venttalepeafrierships.
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Jamaica, and about thrgearters of the businesses interviewed (77%) noted that funding for
new and growing firms from privatindividuals other than the founders was insufficient (GEM
2010). There is thus a gap in funding for such firms.

Tennant (2011) made a number of suggestions to the international donor agencies as to how they
could support the GOJ in their attempt td filese gaps in funding. These suggestions are
extracted below:

1 Assessing the suitability of thedal and requlatory environment

This is so as to ascertain whether there are any legal, regulatory or institutional factors that
discourage ventureapitalists from operating in Jamaica. Particularly relevant is the fact that
venture capitalists need transparency in governance and accounting, and legal systems to
which there is quick and effective recourse.

1 Expanding public knowledge of venture asmbel investing, and promoting the visibility of
entrepreneurs to investors and of investors to entrepreneurs

This strategy is critical to building a culture of entrepreneurship and risk capital investing in
the country. Whereas numerous people are familith the relevant terminology and some

are aware of the potential benefits that such investing may yield, venture capital funds and
angel investments are relatively unpopular in Jamaidanor agencies could support the
GOJin encouraging the development of this industry, which begins with public education,
information dissemination, and discussions with strategically selected stakeholders, targeted
in the first phase at prospective investors.

Education of entrepreneurs @&so important, as knowledge of how angel and venture
investing works and how investors think and make decisions gives entrepreneurs and
prospective entrepreneurs a much better chance to assemble a plan that will attract money.
Making the two camps visié to each other, through venture forums and networking events,
makes it possible for relationships to form and trust to develop. These relationships are the
key to facilitating investment.

More specificallydonor agencies could work with the GOJ to

o Facilitate the formation of dangel net wor k
meet regularly to share experiences. These angel network meetings are also used as a
forum at which to invite a number of entrepreneurs to make presentationgngutlin
prospective investments. In the USA such networks have been successfully used in
numerous states to raise funds for small enterpriSesor agenciesould dedicate funds
to support workshops to help aggregate, educate and mobilize angel networks;

o Jumpstart the development of this industry by providing matchmaking services through a
suitablydesigned brokering programme. In the USA such programmes matchpstart
companies with suitable investors by setting up computer databases. Both potential
investors and companies seeking financing are charged a fee; when a suitable match is
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found, the parties are introduced. In the Jamaican context, the government may consider
initially offering this service (if a suitable private sector provider is not avejand
waiving this fee as it tries to increase the popularity of this type of financing; and

0 Encourage business incubators to offer formal or informal access to angels.

1 Creating investment capital to build an ehand venture capital industry

This strategy is based on the belief that the best way to serve aspiring, young companies is to
help ensure that they have access to a robust, professional angel and venture capital industry.
Donor agencies can support tB®Jin facilitatingthis industy by:

o Providing technical assistance to aid in the design of a systéam ofedits to individual
angel investors and venture capital firms meeting certain qualifying conditions. In the
USA the typical credit is 20% 30% of the amount investeaind

o Providing financing to facilitate idect invesimentsin selected venture capital firms. In a
number of states in the USA, investments are made in several private partnerships, along
with other investors. The strategy is to select partnerships that aretexpo produce
excellent market returns while contributing to the growth of a healthy, local venture
capi t al Thenntbdekid arggod way ... focus a variety of experienced investors
on the legitimate capital needs of local business

NB.InJamai cads current fiscal climate, the b
have to be carefully weighed against the cost of further complications to the tax system.
Also to be considered is the fact that international experience strongly supgesth

very few exceptions, statein venture capital firms are not very successful.

2. Providing Government Financial Support for Potential Innovators
The financing gap that confronts small firms in the early stages of innovation will not be
completely filled by the private sectohs extracted from Tennant (2009pesific initiatives

which can be undertaken by the government include:

T ILmprovineopgcMEMEsd o the GOJ6és Technology | nve:

This fund has been establishedfittance investments in commercial activities which contain
new or substantial technological improvements and which would not qualify for funding using
the existing cteria of commercial and development banks. It also provides funding for R&D
activities to enhance competitiveness in existing commercial enterpfigeds are provided
either through loans, grants, equity or a combination of the three.

The objectivef this fund are clearly in line with the needs to be met in the Jamaican context,

and with objectives of similar funds established in other countries. The degree to which firms,
particularly MSMEs, utilize this fund is, however, questionable. Wherehadégy developers
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and leading technology users are expected to be able to access information on the fund through
the NCSTO6s website, and the application fee |
critical problems whssich may | imit MSMEsO acce

0 The websiteis notuserfriendy Ther e are only two pages oI
TIF T one with guidelines for applications, and the other with the online application form
(which cannot be saved and submitted online, but rather must be printedy little
background information on the fund is provided, and no information is given on the sums
of money that can be accessed, the types of projects/applicants which were previously
successful, or contact informatidor persons to whom queries chie directed. By
contrastthe website for the US Small Business Innovation Research Programme (SBIR)
includes the following pages, all of which contain useful and relevant information:
Purpose Eligibility; Applicant Infamation; Previous Awards;Funding Status
Resources Laws, Regulations and GuidandeAQs and Contacts The TIFb6s w
must be made more uskendly if firm-usage is to increase.

o There is no clear focus on or special provisions for MSM#B&hereas MSMEs are not
explicitly prevented from accesgirthe fund, the absence of a clear focus on the sector
leads to deterrents which need to be overcome if this fund is to catalyse innovation in
small businesses. In many other countries similar funds have been established
specifically for MSMEs (includinghe SBIR in the USA and the Research for SMEs and
Research for SME Associations Programmes in the EC). Whereas the creation of a new
fund for MSMEs is not being suggested, the following issues must be addressed if the
extant TIF is to address their needs:

o The range of institutions involved in the administration of the TIF should be
expanded to include MSME representatives. The institutions currently involved
are the NFDST, NDB and SRC. Whereas MSMEs could theoretically be included
as members of the NFEY, this is not likely to be the case, as the Foundation
members are required to make contributions to the fund of J$3,00¢,000he
interests and activities of MSMEs are to be considered as central to the TIF, its
administration should include represatives that will champion their cause.

o The application form to be submitted and proposal to be prepdred applying
for funding from the TIFseem quite oneroudnternational best practice indicates
that in order to target MSMES, procedures showddsimple since they do not
have the organizational slack to devote resources to searching for funding or
putting together applicatiod®. The development of a simplified application
form for MSMEs is therefore suggested, with officers being made avatiable
provide assistance and advice during the application process.

1% The NCST Steering Committee also has no representatives from the MSME sector.

Y'The OECD (2001) further s upomteoflstasl etéh ec opnrcoenpott.i o nMSOME st hseh
tasked with finding which public programme besitstheir needslt should be possible for them to submit a single
application and have a public body or agency be responsible for proposing the appropriate financing mechanism.
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o0 The TIF only funds up to 60% of any single project. Whereas the principle of
risk-sharing being espoused is supported, the stringent financing constraints
facing MSMEs may prevent them from accessing the additional 40% required.
Special consideration fahe sector is thus required, with the limit possibly being
increased, or with the TIF providing letters of support (not guarantees) to MSMEs
seeking financing from other sourceDue to the prestige of the US SBIR
programme, firms that win SBIR awardst@matically receive recognition for
this that is helpful in raising folloven financing'®®> Because this signalling or
certification effect is not yet evident in Jamaica, letters of support or other means
of highlighting to financiers that the projects have been thoroughly assessed by
technical and financial experts should be provided to TIFdees.

0 Several studies have shown that public funding in the form of R&D grants plays a
decisive role as seed financing for higgth and potentially higlgrowth
MSMESs!® The provision of external seed financing is an important need of
MSMEs that is cuently unmet in the Jamaican context. The TIF can help to fill
this gap, as it allows for the funding gfeenfield projects or S&T components of
new projects The provision of seed financing for MSMEs to facilitate
technology acquisition should thusbeme one of the TIFO&s pri

o Funds acquired through the TIF may be used for a variety of purposes, including
shortterm consultancies, market surveys, intellectual property protection and
other efforts related to the commercialization of a technologya new or
improved product or procesdt is not clear from the usage of funds highlighted
whether the TIF will provide grants for firms to buy a wide range of consultancy
services as long as they are in an effort to raise competitiveness and pityductiv
This should be clarified because strategic advantages in innovation are not only
accrued through product and process innovation, but also by, for example, product
repositioning in the market and changes in the underlying mental models which
frame wha the organization does. The technical review committee of the TIF
should be oriented to recognize projects that will foster innovation in non
traditional ways, and should be willing to fund them.

o If there is a increase in the number of fisxaccessinghe TIF, additional funding will
have to be sourcedlhe Fund was established with $50 million from the then Ministry of
Commerce Science and Technology, most of which has already been disturéed.
public-private partnership approach to financing th& © highlighted as best practice,

102 Cooper (2003)

®s Accordin g to Mustar (19 9eéthnologydsedditms Hade¥enefifted fromeublier e n c h
R&D grants distributed by ANVAR. Clarysse and Degroof (2000) found that 50% of the Belgiaoffsphad

received at least one R&D grant since inception. R&D grants are often considered by thegecstapanies as

cheap sources of seed capital and the sums received can total several million Euros in thejfr stastt age é6 ( OECI
2001). In the Philippines, the Department of Science and Technology providémerseed funding to MSMES to

facilitate techology acquisition, with the hope that this will enable them to access formal credit sources for future
technology needs and to expand their production activities.

1% NCST (2005)
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particularly when there are constraints on public spending. The National Science and
Technology Policy (2005) highlighted numerous planned actions for increased funding of
R&D, including:

o Rationalization of the variousicomes, taxes and revenues earneddmyrse and
Technology (S&Tipstitutions to form one major S&T fund for development;

o Allocation of a percentage of funds from the National Lottery (CHASE Fund) to
S&T; and

o The NFDST to increase fundraising actegifor the advancement of S&T, focus
will be placed on seeking a substantial increase in financial resources from: the
private sector, particularly financial institutions; expatriate Jamaicans; and
global benevolent institutions.

The NCST should conduan assessment of the feasibility of each of these and other
mechanisms for fostering increased and sustained funding of the TIF, and develop a plan of
action for urgent implementation. International donor agencies could provide much needed
technical asstance in these areas.

T I mproving MSMEsd® access to R&D Tax I ncentive

R&D tax breaks are used in many countries as a means to guide more resources into innovation

by reducing the marginal cost of R&D activif§). Through the R&D Tax Incentive Scheme, the

GQJ has allowed approved R&D projects to qualify for an exemption of GCT and Customs
duties on equipment and materials. Most of the issues highlighted above for the TIF also
constrain firmso, particularly MSMEs©aGme effec
Particularly important is the fact thdtere is no clear focus on or special provisions for MSMEs
Measures similar to the ones suggested above
this scheme.

3. Ensuring Enhanced Access to IntellectuaProperty Right Protection

One of the best ways of promoting continued innovation is to ensure that MSMEs benefit from

the results of their efforts.Effective rules and procedures for the protection of intellectual
property are essentiaBased on the aessment previously conducted, the following suggestions

are made for the enhancement of Jamaicads | PR

1 The GOJ should seek to have tRatents and Design Bil(which has been under
consideration from 2001) expeditiously passed. This willifaté,inter alia,t he count r y«
signing of the Patent Corporation Treaty (PCT), which will significantly reduce the burdens
faced by MSMEs in applying for IPR protection in several countridy filing one
international application under the PCT, busises can simultaneously seek patent
protection for an invention in all countries that are contracting parties to the #CDue

1% Metcalfe (2003)
1% \wW1PO
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consideration should, however, be givenhb@alancing TRIPS compliance with ensuring
protection under the Convention of BiologicBiversity, and continued access to vital
medicines that are patented in other countries.

The previously discussed amendment of @®ographical Indications Adb ensure that
maximum protection is afforded to important local geographical indicatoraldshue
expedited.

JIPO should seek to expedite the discussions needed to precede the drafting of legislation to
protect plant varieties.

JIPO should initiate discussions with the legal fraternity and MSME stakeholders to assess
the costs and benefits dfamaica becoming a member of th&adrid System for the
International Registration of Marks.

The extant Jamaican Patents Act and the new Patents and Designs Bill allow for the
registration of petty patents, which are considered tinsteuments of proteiin that are
particularly suited to small enterprises with limited R & D capacity, but capable of making
incremental changes or adaptations to existing productSuch patents (also called
innovation patents or utility modelaye generally cheaper than fets, faster to obtain and

often have lower requirements than patents in terms of the threshold of inventiVeress.

other countries, however, even though the value of such patents is acknowledged, usage
tends to be low. Some Jamaican interviewees weagare of the existence of petty patents

in this jurisdiction. JIPO should thus assess the level of awareness of petty patents, and seek
to encourage their usage where applicable.

Because many MSMEs use mechanisms and/or engage in behaviours oatfideah IPR

system to protect its IP, JIPO should endeavour to ensure that, wherever possible, legal
support for informal IP practices is provided. For example, trade secrets tend to be used by
some MSMEs, and as such, assessments of the adequacylegahprovisions to protect

such trade secrets should be condutfed.

Additionally, upon consultation with the legal fraternity, JIPO could design and disseminate
standard/form documents and agreements that can be used within firms and their networks
andclusters to protect confidential information.

Efforts to Increase the Relevance, Effectiveness and Transfer of Research and
Technological Solutions developed in Research Institutes, Universities and

MSMESupport Agencies

The success of national innomat systems(NIS) does notdependonly on the individual
capacity of each component, but rather on the way they interdciand support each other

W\WiPO

In this respect, a lawyer noted that whilede secrets are not protected by legislation, they are adequately

protected by case law.
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Efforts are therefore needed to ensure that these institutions connect with the rest of the economy
in a range of collaborative activities. The specific policy initiatives suggested in this area are
aimed at e-orienting wiversities andresearchinstitutes to theneeds offirms, particularly
MSMEsi through:

1. Implementation of a Comprehensive Technolog¥oresight Programme

Foresight activities have been definedaasystematic means of assessing those scientific and
technological developments which could have a strong impact on industrial competitiveness,
wealth creation and the quality of lif@&JNIDO (2008) regards technology foresight as:

the most upstream element of the technology development process. It provides inputs for
the formulation of technology policies and strategies that guide the development of the
technological infrastructure. In adddn, technology foresight provides support to
innovation, and incentives and assistance to enterprises in the domain of technology
management and technology transfer, leading to enhanced competitiveness and
growth!®

Such programmes have been successfudlgduin numerous OECD countries, and, through
UNIDO initiatives, are currently being implemented on a regional basis in many developing
economies in Asia, Central and Eastern Europe and Latin America and the Caribbean.
Technology foresight programmes am@ad to be useful in identifying risks and opportunities,
enabling governments and companies to respond to present challenges, and to prepare
themselves for forthcoming challengés.

The success of such programmes lies in the creation of bridges arnectoatywithin the
nationbés science and technology base, and bet
inclusion of knowl edge about demand and mar |
activities is one of the key achievements of such @mogres. A comprehensive technology
foresight programme involves extensive consultations with the target stakeliojgsernment,

the R&D community, consultancy firms and businesses from various sectors of the economy.

The principal lasting benefits ofish exercises include:

building the science base into the national innovation system;

the formation of commercial and academic strategies to promote innovation;

the creation of lasting networks between industry, government and the S&T community; and
the emergence of coherent visions within the respective communities on complementary
developments in science and technol&gy.

= =4 =4 -4

The MSTEM/MIIC/NCST should therefore takdhe necessary steps to inigatsuch a
programme. Advantage should be taken of the UNIDO Technology Foresight Programme for
the Latin American and the Caribbean region launched in 2002. The aim of this programme is to:

1% http://www.unido.org/index.php?id=05216
119 hitp://www.unido.org/fileadmin/media/documents/pdf/Newsletter2. pdf
1 Metcalfe (2003)
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build capability in the use of foresight as a practical tool isigeing policies and strategies that
exploit emerging and critical technologies for the benefit of developing counfrleeugh such
UNIDO initiatives, training support is provided to key stakeholders, and foresight studies are
conducted in key sectorsThe MSTEM/MIIC/NCST, however, has to be careful to ensure that
MSME interests are represented in the technology foresight programme to be implemented, as
particularly micro and small businesses can be ignored in such activities.

2. Empowering and Mandating the National Commission on Science and Technology to
Propel Effective Industry-Science Relations

The need for effective collaboration between universities, research institutésedmasiness
community is well established. This collaboration will, hger not occur automatically, but

will require proactive government interventiorA 6 br i dging institution/
different contributors to innovation is suggested. Such an institution/agency will act as the focal
point in the innovation pra&ss in a number of ways:

1T By collating, codifying and disseminating
potential demand for technology, thereby raising awareness;

1 By sourcing technological and innovation management services for firms;

1 By organizingpre-competitive research projects;

1 By organizing collaborative research projects in an industry, bringing together the viewpoints
of different firms and sharing the costs of innovation;

1 By organizing innovation networks within supply chains and betwesrs fand universities
and research institutions;

1 By regularly monitoring and evaluating the effectiveness and efficiency with which public
sector/governmergupported R&D institutions perform their functions, particularly with
respect to their creation &howledge relevant to the needs of industry; and

1 By facilitating regular capacitpuilding exercises in public sector/governmsuapported
R&D institutions, so as to ensure currency of expertise and equipment in criticali areas
scholarships for staff, trefer programmes and formal relationships with leading foreign
universities and research agencies should be organized.

I f it fulfils these functions, the O0bridging
the division of labour in thenhovation process. Although the NCST has been designated by the
government as the main coordinating body, it is too small to effectively coordinate the large
number of stakeholders. It also does not have the national recognition required to be taken

serously!*?

Due to the deficiencies in the current infrastructural framework and the resultant low degree of
technology transfer, the establishment of a centre for promoting the transfer of technology has
been proposed. Whereas such centres have sucbeksftdred technology transfer in a number

of countries; the existence of Jamai can inst
fiscal position suggests the need for reticence in establishing a new body. Instead, the NCST

112STIsectorpIanJ amai ca@@0 Vi si on
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should be empowered anthndated to fulfil the primary function for which it was creatdte
application of science and technology for social and economic development.

The government needs to be clear as to the future role of this agency, as in the STI Sector Plan in
Jamai@6s Vi sion 2030 a r ecas t-tankgs prodosed, Wwiele tdCS T a
National S&T Policy for Jamaica (2005) notes that the NCST will be strengthened to enable it to
coordinate, integrate and support national activities. The latter vismaresin line with current

national priorities. The Office of the Prime Minister, the current leadership of the NCST and the
MSTEM/MIIC need to initiate discussions around the future functioning of the NCST, with
emphasis being given to the coordinatinig reeeded to facilitate technology transfer.

N.B. Further etails as to the specific initiatives outlined, justifications provided and

international best practices utilized, rtg&g esent ed i n chapter 1 of t he
Report for the Janiean MSME Sectoif Phase | | (2009)06 authored by
of the Target Growth Competitiveness Committ

Programme.

CONCLUDING REMARKS

If the GOJ is going to effectively implement any or all of thdéigyosuggestions highlighted
above, it must address the weaknesses identified in its policy and coordination function for
innovation and technologyA high-level champion for innovation and technology (preferably at
the ministerial levelmust arise fromeitherthe Ministry of Science, Technology, Energy and
Mining or the Ministry of Industry, Investment and Commerbraportantly, this champion must

be given the requisite institutional, financial and legal support to driveed@hing innovation

and techology policy reforms.

It is not sufficient for the GOJ to continue speaking about the need for innovation and
technol ogi cal advancement . The emphasis pl a:
National Development Plan must be quickly acted drpriinary responsibility for coordination

and policybased atvities in the area of sciencechnologyand innovation continues to lie with

the National Commission on Science and Technology (NC8W3 commission must be given

the staffing and clout nded to effectively coordinate the large number of science and
technology institutionsand to drive policy making efforts in this arelts mandate should also

be extended to empower it to effectively deal with the foundational issues affecting innovation

and technology in Jamaica, particularly those relating to the educational sector.
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APPENDICEFOR CHAPTER 1
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A.3- GDP Decomposition-ISingapore
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A.6- GDP Decomposition HAnNtigua
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A.9- Unemployment Rates The Bahamas (%)
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A.10- Unemployment Rates Barbados (%)
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A.11- Unemployment Rates Dom. Rep. (%)
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A.12- Unemployment Rates Mauritius (%)
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A.14- Unemployment Rates Trinidad (%)

30
20
Y m
0

mmm Unemployment, total (% of total labor force)

G661
966T
/66T
866T
666T
000¢
T00C
200¢
€00¢
S00¢
900¢
£00¢

T66T
26671
€66T
66T
¥00¢
800¢

= Unemployment, male (% of male labor force)

Unemployment, female (% of female labor force)

Table A.17 International Trade Patterns for Jamaica (2010)
JAMAICA
Selectedlassification: HS2007; Selected commodities: All
Selected partners: All; Selected trade flows: All
Top Imported Commodities

Code| Description Trade Value

27| Mineral fuels, mineral oils and products of their distillation; bitumin $1,587,529,44
substances; mineral waxes
84 | Nuclear reactors, boilers, machinery drahivelcappliances; parts thg $289,422,56

85 | Electrical machinery and equipment and parts thereof; sound recq $277,855,28
reproducers, television image andrscordkrs and reproducers, and
and accessories of such articles

22| Beverages, spirits and vinegar $243,962,32
87| Vehicles other than railway or tramwasgtathngnd parts and $222,378,48
accessories thereof
Other| Other commodities $2,604,078,5¢
Top Exported Commodities
Code| Description Trade Value

28| Inorganic chemicals; organic or inorganic compounds of precious| $406,503,10
rareearth metals, of radioactive elements or of isotopes
27| Mineral fuels, mineral oils and products of their distillation; bitumin  $282,032,03
substances; mineral waxes

22 | Beverages, spirits and vinegar $151,642,82
26| Ores, slag and ash $128,807,79
17| Sugars and sugar confectionery $47,545,60
Other] Othecommodities $311,070,56
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http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=27&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=84&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=85&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=22&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=87&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=28&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=27&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=22&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=26&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?cc=17&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&rg=2

Top Import Partners

Partner Title Trade Valu
USA $1,875,094,87
Venezuela $732,815,67
Trinidad and Tobago $721,031,40
China $242,896,23
Brazil $203,171,91

Other partners

$1,450,216,68

Top Export Partners

Partner Title Trade Valu
USA $659,125,07
Canada $163,437,17
United Kingdom $83,903,45
Norway $68,530,84
Netherlands $68,269,15
Other partners $284,336,22

Source: UN COMTRADE Website

A.15- Imported
Commodities-

Barbados 11%
85
% 87
6%
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Other 6%
66% 39
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http://comtrade.un.org/db/mapserver/mapIt.aspx?data=1&type=3&px=H3&r=388&y=2010&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=842&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=862&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=780&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=156&rg=1
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=76&rg=1
http://comtrade.un.org/db/mapserver/mapIt.aspx?data=1&type=3&px=H3&r=388&y=2010&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=842&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=124&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=826&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=579&rg=2
http://comtrade.un.org/db/ce/ceSnapshot.aspx?px=H3&r=388&y=2010&p=528&rg=2
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A.24 - Treemap of products exported from Trinidad and Tobago to World in 2010

34% Petroleum 14% 10%
gases el CiiglAmmonia  Acyclic
O- alcohols

6.0% Ferrous |= |22
products

= obtained b
9.0% Petroleum oils, crude direcl Y
reduction of

A.25- FDI Outflows to GDPJamaica & Control
Group

5.0

4.0 Antigua

3.0 Bahama

2.0 Barbada

1.0 Dom Re
2 Guyana

(1.0 Jamaica

(2.0) T&T

(3.0)

(4.0)

Sourcehttp://unctadstat.unctad.org

162


http://unctadstat.unctad.org/

# # Parent #
Affiliates | Companies with | Employees| # Affiliates Leading
in Affiliates in in Established Home
Industry Country Country Affiliates | since 2000 Country

\ \
\ \

Otherservices | 9| 8| 8| _ 3/USA
\

| |

| |
Chemicals and chemicalproducts| 3| 3| 35 JUSA____
| |

Motor vehicles and other transport

equipment 3 3 52 1| USA

Wood and wood products 2 2| 32  [USA |
Coke, petroleum products and

nuclear fuel 2 2 13 USA

Food, beveragesndtobacco | 2 2| 12|  |USA
| |
Nonmetallic mineral products | 1] 1] 250, |T&T |

Community, social and personal
service activities 1 1 8 Canada

Public administration and defence 1 1 USA
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APPENDICES FOR CHAPTER 2

Box A.1 - Innovation in the Service Sectors

Innovation inthe service sectors is a continuous, pervasive and collaborative activity, (where
firms constantly change products and processes, while developing new ways of working not
necessarily based on R&D activities or expenditures. Most of the time, services retyldn
normechnological forms of innovation as productivity enhancers. In this sense, marketing and
organizational innovations, implementation of new designs and a continuous training arfe quite
characteristic of the innovation in the service sector.

In a more accelerated pace than in other sectors, investment in intangible assets |as their
personnel andbranding is becoming more important every day in service sectors. At thel same
time, the usualcharacterizations of firms as technological (produptpcess) and/or
normechnological (marketingprganizational) innovators are becoming extremely blurry, In
attempts to accurately assess thasavities and their respective effects, mixed modes of
innovation (OECD, 2010) are of growinigportance. As sut, becoming a successful product
innovator in the service sector requires combirthrg actual novel product with new marketing
methods, organizational changes and training. Innovatihars, is a much broader notion than
R&D.

Additionally, many times theanovation in the service sectors consist of the implementation of a
series (and many times continuous) of smaller incremental changes. And therefore, these
innovations do noalways result in a new introduction into the world (or even into the market).
In this sense, describing tHmkages and the interaction between firms is fundamental to
addressing policy concerns.

Extracted from: Tacsir et al (2011)
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Box A.2

Types d Innovation:

T
)l

Product innovatiori changes in the things (products/services) which an organization offers;
Process innovatioit changes in the ways in which things (products/services) are created and

delivered,;

Position innovatiori changes in the context in which the products/servicesnaroduced
i.e. by repositioning the perception of an established product or process in a particu
context; and

Paradigm innovationi changes in the underlying mental models which frame wha
organization does.

Strategic Advantages hrough Innovation:

T
T

=) =

Novelty in product or service offerifigoffering something no one else can

Novelty in proces$ offering it in ways others cannot match, i.e. faster, lower cost,
customized

Complexityi offering something which others find it difficult to master

ar user

I the

nore

Legal protection of intellectual properiyoffering something which others cannot do unless

they pay a licence or other fee

Add to/extend range of competitive factorenove basis of competith, e.g. from price o
product to price and quality, or price, quality and choice

Timing 1 first-mover advantage, i.e. being the first can be worth significant market sh
new product fields; or fadbllower advantage, i.e. sometimes being first megos
encounter many unexpected teething problems, and it makes better sense to watch
else make the mistakes and move fast into a fellpyproduct

f

are in

someone

Robust/platform design offering something which provides the platform on which other

variations andjenerations can be built
Rewriting the rulesi offering something which represents a completely new produ

process concept, i.e. a different way of doing things that makes the old ones redundant

Reconfiguring the parts of the procdseethinking theway in which bits of the system wo
together, e.g. building more effective networks, outsourcing and coordination of a
company

Transferring across different application contektgecombining established elements
different markets

ct or

k
virtual

for

Othersi innovation is all about finding new ways to do things and to obtain strategic

advantage, so there will always be room for new ways of gaining and retaining advant

Source: Extracted from OECD (1995) and Bessant and Tidd (2007)

age
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ANNEX 1 DONOR MATRIXDMX) FOR
JAMAICA

INTRODUCTION

The World Bank (2011) indicated that in the 2
ranked 188 out of 196 countries, and that its unemployment rate has remained over 10%. It has
identified widespread low productv i ty as the fundament al reasorl

economic performance. Such low productivity impacts and is impacted by the extent to which
the private sector in the country and its supporting institutions function effectively.

The competitiveass and profitability of Jamaican businesses are dependent both on the internal
capacities of such entities, and on the existence of an enabling environment that allows private
firms to operate efficiently. An enabling business environment and stableeananomic
climate and are among the most critical-prquisites of business success. These are, however,
also areas in which the Jamaican economy has consistently struggled in its recent past.

It is in this context that the 2012 Donor Matrix (DMX) andv@te Sector Assessment Report
(PSAR) for Jamaic&ave beemprepared. The preparation of these reports reprseaannitial

step in the development of comprehensive and cohesive private sector development (PSD)
policies for the country around which domsprgovernment agencies and private sector
stakeholders can unite.

The DMX seeks to capture PSD programs and projects in a country, and snicligileess
climate reforms, macroeconomic support to government, and direct support to the private sector.
It is a tool that is to be used by government, stakeholders and the donor community to improve
coordination of PSD programs and projects. More specifically, the DMX aims to: (i) provide a
complete inventory of programs and projects finished in 2209, progcts in execution, and
projects in preparation; (ii) facilitate access to stakeholders and representatives of the donor
community to the inventory of programs and projects; (iii) classify programs and projects
according to thePrivate Sector Development gessment Guigdiv) identify duplication and
overlapping initiatives to improve efficient private sector support by the donor community; and
(v) identify omissions and gaps in donor supported programs that need to be filled to accelerate
private sector deslopment.

As suggested in the guidelines for the preparatioDifX, the Jamaican DMX has been

prepared at the same time as the PSAR,lasdbeenncorporated into the PSAR as an annex.

The 2012 DMX and PSAR for Jamaibave beemprepared as part of larger program for all
CARIFORUM countries under the Compete Caribbean progveimch is cefinanced by the
InterAmeri can Devel opment Bank (1 DB), t he UKO&s I
(DFID), the Canadian International Development Agency (CIDA) and the Caribbean
Development Bank (CDB)
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This DMX report for Jamaica hdmeen prepared and presented largely in line wittCivapete
Caribbean Donor Matrix Guidelines Deviations in approach are outlined and justified in the
final section of this report that highlights the recommendations and limitations of the study. The
recommendations made are based on an analysis of the information presented in the remaining
sections of the report. This includes a description of the donor community, local stakeholders,
and information available for PSD analysis, and an analysis of gaparaas of duplication in

donor support to PSD in Jamaica.

DESCRIPTION OF THE DONOR COMMUNITY

Jamaica has numerous international development partners (IDPs), including many bilateral and
multilateral institutions. Only a subset of these institutionsh@vever, actively providing
support to the countryds PSD activities. Thi
to summarizing and classifying their PSD activities and the extent of cooperation exhibited in the
execution of such activitiesAn inventory of the PSD projects and programmes undertaken by
these IDPs is presented in an appendix to this report.

Canadian International Development Agency (CIDA)

Although CIDA does not maintain a countircountry development assistance program in
Jamaica, it has a bilateral program with the Caribbean region. The region was selected by CIDA
in 2009 as an area of focusThrough CIDA, Canada supports the developmagenda
established by CARICOM to achieve regional integration. CIDA's -teng goal in the
Caribbean region is to help build a more prosperous and integrated Caribbean community, one
that is able to generate sustainable economic growth, and evertatige opportunity and
security to its citizens.

CIDA's support has been directed at creating an enabling and predictable environment for
economic growth through the increased capacity and accountability of public institutions and by
fostering a moreompetitive private sector. CIDA has also continued to advance rule of law and
strengthen legal institutions to counter rising crime and to maintain law, order, and personal
security. CIDA's objectives for the Caribbean region include assistance for ingprthe
capacities of the governments to manage and respond to natural disasters and to strengthen
regional disaster coordination mechanisms.

Il n the area of PSD, CIDAOG6Gs primary objectives

1 Strengthening the productivity of smaland mediurrsized enterprises and increasing
participation in regional and global markets;

1 Promoting publieprivate partnerships that generate employment and attract investment for
growth; and

T Increasing access to employment skills for youth

CIDA currently has eight aste PSD projects in the region. These projects are alitlemmg, and

all but two have a national focus. The two with a-sedponal focus were, however, allocated
the largest budgeted sums, with the project focuseenhanced productivity of Jamaican
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farmers through improved agricultural practices and technologgsving the largest allocation
Financing to facilitate the establishment of a microfinance institution to serve clients in inner
city Kingston and rural communities in Jamaica, was thenskedargest recipient of CIDA
budgetary allocations.

Figures ANXAN4 hi ghl i ght Cl DAGs maj or areas of foc
classifications of projects by their primary and secondary objectives. The proportions of both the
total number of prects and total amount budgeted towards projects are presented. In terms of
the number of projects, CIDA clearly places
business supportive institutional infrastructure (Bus) and enhancing the overall sbusine
environment (Bus_env). Figures AN1 and ANZ2 indicate that over half of the projects are
classified as having these goals as their primary and/or secondary objectives. When the
allocation of budgeted amounts is examined in figures AN3 and AN4, it isveswclear that

CIDA is prepared to funnel significant funding into areas such as investment in research and
innovation (through the improvement in agriculture project), and improving access to finance
(through the microfinance service project).

In addition to working with CARICOM in the execution of its projects, CIDA also offers
projects jointly with the World Bank and IDB. CIDA has joined with these MFIs in jointly
offeringthree projects.

AN1 - #Projects: Primary Obj. (CIDA) AN2 - # Projects Secondary Obj.(CIDA)

Lab
11%__ —

Infra
11%

R&D
11%

AN3 - Budget Amt: Primary Obj . (CIDA) AN4 - Budget Amt: Secondary Obj (CIDA)

Bus_env
11%

Lab
9%|nfra

8%

11%
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Department for International Development(DFID)

DFID works in Jamaica through its regional programmes for the Caribbean, and dletetdi
support to promote economic growth sohfocusr educe
are its:

Citizen Security and Justice Programme (offeregarinership with the IDB), which aims to
transform 50 of the c ocoomrolledc@nsnuniiesst Vvi ol ent ¢

Support to the Jamaica Constabulary Force aimed at changing the culture of the police force
and increasing policing efficiency and accountability; and

Programmes to help the country prepare for and reduce the risk from climate change and
disasters. Althogh these flagship programmes are not directly classified as PSD, the
implications to business productivity of reduced crime and violence and improved climate
resilience cannot be overlooked.

In the area of PSDDFID is contributing from its regional budget ta couple ofmajor
programmes designed to create jobs and increase exports across the Caribbean:

1 The Compete Caribbean scheme aims to reduce red tape, streamline regulation, and help
local firms break into new maeks;and

T The CARTFund is a special fund to help Caribbean counftiesugh the CSMEtake
advantage of a trade deal with the European U@&RTFund helps in testing for product
standards and provides support to the tourism, specialty foods and atwgsentors

DFI D al so continues t o provi de significant
moderni zation programme. Al t hough this progr
reform agenda, it is classified as directly contributing to PBDugh enhancement of the

business environment by seeking to modernize the tax and customs administration.

Al of DFID6s four active PSD projects have a
on the services sectors and one on the agrialltgctor. Figures AN5 through to AN8 all

uniformly show that DFID places significant emphasis on enhancing the overall business
environment (Bus_env) in the country, and improving the business supportive institutional
infrastructure (Bus).

DFID works eiher with the CARICOM or one or more of the MFIs in the execution of all of its
PSD projects.
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ANS - # Projects: Primary Obj. (DFID)

AN7 - Budget Amt: Primary Obj . (DFID)

Trade
FDI
15%

The European Union (EU)

ANG6 - # Projects Secondary Obj.(DFID)

20%

AN8 - Budget Amt: Secondary Obj (DFID)

Bus_en
19%

Coord

21%

Development cooperation between Jamaica and the EU hagemBhistory, with the EU being
94 Eueopean DpvelopmeneFund (ED@PALEOT), t h e
the EU focused on assisting the private sector, including SMEs, to prepare for compeation

Jamaicabs | argest

more | iberalized

gl obal

mar ket .

The moderni z

also targeted as a way to foster the development of the agriculture, tourism and mining
industries™® An assessment of this program indicated varying lewélprogress, with the
private sector development programme suffering from tardy implementation due to the

complexity of procedures.

The PSD program under the"™l BDF (20082013) is meant to build on the previous programme
by empowering private sector ganizations and SMEs,
organizations, building their capacity for castaring, increasing access to corporate finance,

and improving their competitiveness.

strengthening their support

113113 gypport to the transportation infrastructure continues to be provided in the form of a loan facility from the

European I nvestment

Bank

(EI B)

to

financed by the EIB together with six other international finariagtitutions.

S U p.p Dhis projecthisebeirggo v e r n me
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http://europa.eu/scadplus/leg/en/lvb/r12102.htm

The EU also provides assistance to Jamaica that focuses on macmiecetability and pro

poor growth. Under the Debt Reduction and Growth Enhancement Programme (DRGEP), the
EU seeks to contribute to a marked reversal in existing public debt-upittynamics. A
subsidiary objective in this programme has direct impactP&D activities, as it seeks to
improve the business environment in the country. Jamaica is also a beneficiary of the EU/ACP
sugar protocol, which broadly aims to support the GOJ in its implementation of a strategy for the
adaptation of the sugar industrand specifically seeks to improve the competitiveness of the
sugar sector.

All EU projects in Jamaica also address ciosising issues such as democracy, good
governance, human rights, the rights of children and indigenous people, gender, enviemument
HIV/AIDS.

Of the six currently active EU programmes with expected PSD impacts, four have a national
reach, while two are sutegional. Four of these loans are to the agricultural sector, while one is

to industry to support the development of an epmergs er vi ce company. Mo
budgeted funds to Jamaica are allocated through the DRGEP and the Accompanying Measures
for Sugar programme, both of which are classified as-pP®i2cts because they focus on
improving the business environment.

Figures AN9 and AN1O thus confirm the primacy of
environment through these large programmes. Figure AN9, however, also illustrates the fact that
the EU has begun to concentr at e busioessesuppottitee nt i o
institutional infrastructure through the & D F . Figures AN11 and AN12
attempts to address numerous crosing issues through the many secondary objectives of its
projects and programmes.

The EU collaborateavith a MFI in the execution of one of its PSD projects. It is noteworthy

that in its Country Strategy Paper and National Indicative Programme for Jamaica (CSP/NIP
20082013) the EU highlights the following important lessons from past experiences in the
country:

T 6Clear links need to be established bet ween

1 Synergies between past and present cooperation should be identified to enhance impact;

1 Coordination and complementarities between EU, national and internatiorelbpliaent
partner (IDP) initiatives should be included in each project financing agreement; and

1 There should be coordination with other IDPs at the level of design and implementation of

interventions. 0
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AN9 - # Projects: Primary Obj. (EU) AN10- # Projects. Secondary Obj.(EU)
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10%
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20%
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10%

AN11 - Budget Amt: Primary Obj . (EU) AN12 - Budget Amt: Secondary Obj (EU)
Trade
FDI
1%

Bu Bus_env

R&D
1%

4%

Inter -American Development Bank (IDB)

The IDB is a longstanding and major donor to Jamaica. It currently hadar the largest
number of active PSD projects in the country.
priority in a recent country strategy update is promoting and facilitating private sector
development. The other two priority areas wge#ting better value for public expenditures, and

reducing vulnerability to natur al di sasters.
mediumterm sociee c 0 h 0 mi ¢ policy framewor k t hrough
macroeconomic environment, ek public debt and spur private sector development by

i mproving competitiveness and consolidate soc

The specific PSD initiatives that the IDB supports focus on improvements in the incentive

framework and the business environment, includingrre$ that build economic opportunities

for the majority through reducing the transaction costs for titling and registering land, increasing
access to credit for sole proprietors and small businesses, and improving incentives for informal
businesses to beg® formal.

Of the 25 IDB PSD projects/programmes that have been identlfieiave a national reach, 5
are subregional and 2 are municipal. Nine of these projects are focused in the services sectors,
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while seven provide support to the agricultural sectThe PSD projects/programmes funded by
the IDB are widely ranging, and include:

1 A few relatively small projects(US$50,000 and belowproviding support to clearly
identified interest groups for very specific purposes (e.g. the study tour of Janzaitansf
to the Dominican Republic, and the project to introduce a gendered perspective to the process
of building consensus for the reform of the secured transactions legislation)

1 Numerousnid-range projects (US$100,0000S$700,000) providing PSD support in several
different areas, sometimes to clearly identified beneficiaries (e.g. through increased beef
production in Eastern Jamaica, and improved livelihoods in the Portmore Causeway Fishing
village), but often to broader interest groups such as female entrepreneurs, MSMEs and
family-owned businesses. Examples of such projects include: the efforts to improve the
competitiveness of familpwned businesses through corporate governance; use of
intellectual property to improve the competitiveness of MSMEs; efforts to strengthen and
promote womenaos enterprise in Jamaica; t he
enterprises; the development of sports business value chains; and studies fduradricu
sector priorities; and

1 Five multirmillion US dollar projects and programmes with widely varied objectives and
target beneficiaries. Three of these projects have sought to provide direct financing to
private sector businesses (the Island Outposumrof hotels, Transjamaican Highway
Limited and regulated financial institutions affected by the global crisis) and have thus been
classified as supporting PSD. The remaining two are more {asetl programmes focused
on improving competitiveness.

The Competitiveness Enhancement Programme Il is the second in gdnrgrogramme
seeking to promote sustained letegm economic growth in Jamaica.oliey support is
providedin thefollowing areas:

o Developing a ompetitiveness implementation framewpor

o Tax exwenditure reform includingreduction of distortions in the tax system;
simplification of tax administration; and expenditure rationalization;

o Improving access to finance includirdgveloping asecued transactions framework;
implementing aframework for the creation of credit bureaus; and facilitating
electronic transactions; and

o Strengthening of land property rights.

The Agricultural Competitiveness Programme seeks to increase productivity and
competitiveness amgnsmall and medium siZarmers Specifically the program supports:

o Strengthening of producéisrganizations along clusters

o Development of public and private partnepshin agribusiness value chaiasd

o0 Strengthening and modernization of the country's agricultural haattHood quality
management systems.
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Figure AN13 illustrates very clearly the wide range of PSD projects supported by the IDB.
While there are a relatively large number of projects that primarily focus on the business
supportive institutionalinfrastructure, access to finance, and investment in research and
innovation, there is also a good representation of projects that primarily seek to address the
business environment, supply of infrastructure, the corporate tax framework, and gender
concers. However, as indicated in figure AN1%dause of the aforementionealti-million

US dollar projects that providedlirect financing to certain Isinessesthe allocation of the

| DB6s budgeted amounts was much mance Figuee wed t
AN14 and AN16 indicate that i rrespective of
consistent i n ensuring that many projectso se
the countryds business environment.

The IDB collaboratedwvith other MFIs on a relatively small proportion of its projects and
programmes.

AN13 - # Projects: Primary Obj. (IDB) AN14 - # Projects Secondary Obj.(IDB)

Priv. Bus
7%

Gend
14%

Coord
7%

AN15 - Budget Amt: Primary Obj . (IDB) AN16 - Budget Amt: Secondary Obj (IDB)
BUS Gend_R&D
1% 10%

4%

Inter-American Investment Corporation (1IC)

The IIC is a member of the IDB Group. Its mission is to promote the economic development of
member countries in the LAC region by encouraging the establishment, expansion, and
modernization of private enterprises, particul MEs It does so by providinfinancing (in the
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form of equity investments, loans, guarantees, and other instruments) and advisory services to
private enterprises.

lIC-financed projects seek tanter alia, create jobs, broaden capital ownership, facilitate
transfers of resources atethnology, generate foreign exchange income, promote the economic
integration of the region, spur economic growth, and promote environmental stewardship. The
[IC is the only regional multilateral institution providing financing for private businesseés tha
specifically focuses on SMEs. It only invests in-foofit projects and charges competitive rates

for its products and services. All projects financed by the IIC are subject to a thorough
environmental and labor review process, including but notdimnib an assessment of their
compliance with applicable domestic environmental legislation, waste management practices,
and relevant occupational health and safety issues.

The IIC recently launched its newest flagship programme in Jamaica, the FINEXMEPIus
programme. Already being implemented in eleven countries across the LAC, this programme
will provide a series of group and individual technical assistance sessions tailored to Jamaican
SMEs over the coming 15 months. It aims to boost the exptenpal of SMEs. The first
workshop on financing for innovative export projects will be held in November 2012.

Outside of this initiative, the IIC is currently providing financing to four Jamaican businesses.
Two are in the agricultural sector, ondnsservices and the other is in industry. The financing
was provided to the businesses for working capital support, expansion and upgrading efforts, and
improving processing capacity.

The World Bank

The World Bank has worked closely with Jamaica sid®2. In the current Country
Partnership Strategy (20ED13) with Jamaica, the World Bank Group has prioritized the
following areas:

T Support to economic stability through fiscal and debt sustainability;

1 Promotion of inclusive growth by supportingrograms that strengthen human capital,
prevent crime and violence and promote rural development; and

1 Promotion of sustained growth by improving competitiveness.
The World Bank currently haseven ongoing projects in Jamaica:

1 Thelnner City Basic Services Projeseeks to improve the social, economic and physical
conditions of inner city communities.

1 The Social Protection Proedeeks to strengthen the country
assistance system.
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http://www.worldbank.org/projects/P091299/jm-inner-city-basic-services-poor-project?lang=en
http://www.worldbank.org/projects/P105024/social-protection-project?lang=en

1 TheJamaica Second HIV/AIDS Projestipports services to prevent new HIV infections and
provide treatment and care for people infected and affected by HIV/AIDS.

1 The Early Childhood Development Projecof i nances the I mplementa
National Strategic Plan for Early Childhood Development .

1 The Education Transformation Capacity Building Proggiports the implementation of the
national Education System Transformation Program.

1 TheEnergy Security and Efficiency Projestu ppor t s t he 1 mpl ementati o
energy policy, particularly the goals of en
by reducing ener gy c os ghsdepanuehceoreimported pegoletnh e ¢ C
products.

1 The Rural Economic Development Initiativaims to stimulate rural economic growth
through the financingf approximately 110 rural subprojects that support revenue generating
activities in agriculture and tourism, as well as the provision of critical infrastructure,
marketing and management subprojects in these sectors.

The latter two projects are classtfias providing PSD support. Thenergy Security and
Efficiency Projectprimarily seeks to increase the supply of energy, but also provides direct
financing for private investments in energy efficiency and renewable energy.Ruts
Ecoromic Development Initiativaims to improve market access for micro and small scale rural
agricultural producers and tourism product and service providers. It does so primarily through
the financing of rural projects in agriculture and ftoarism. As a secondary objective it seeks

to support the provision of critical infrastructure, marketing and management in the agriculture
and tourism sectors.

Equal sums of money are budgeted for these projects. The primary objectives of the World
Bankbs PSD projects thus focus equally on ir
infrastructure, communications and energy. Both of these projects are offered solely by the
World Bank group.

International Finance Corporation (IFC)

The IFC is anember of the World Bank Group. It provides investment and advisory services to
clients and partners. In the LAC regioine following strategic priorities have been targeted:

1 Improving the business environment;

1 Supporting projects that reach underved people at the base of the economic pyramid;

1 Increasing the focus on smaller countries, especially in the Caribbean and Central
America;

Promoting investments in clean technology to mitigate climate change;

Supporting private sector participation nmirastructure; and

Increasing access to finance, with an emphasis on MSMEs.

= =4 =4
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http://www.worldbank.org/projects/P106622/jamaica-second-hivaids-project?lang=en
http://www.worldbank.org/projects/P095673/jamaica-early-childhood-development-project?lang=en
http://www.worldbank.org/projects/P107407/jm-education-transformation-capacity-building?lang=en
http://www.worldbank.org/projects/P112780/jamaica-energy-security-efficiency-enhancement-project?lang=en
http://www.worldbank.org/projects/P105122/rural-economic-development-initiative?lang=en
http://www.worldbank.org/projects/P112780/jamaica-energy-security-efficiency-enhancement-project?lang=en
http://www.worldbank.org/projects/P112780/jamaica-energy-security-efficiency-enhancement-project?lang=en
http://www.worldbank.org/projects/P105122/rural-economic-development-initiative?lang=en
http://www.worldbank.org/projects/P105122/rural-economic-development-initiative?lang=en

In Jamaica, the IFC has supported publiwate partnerships in energy, transport and logistics
infrastructure, to help address climate change challenges and reaaicdome individuals. It

has also supported financial market development by helping MSME owners gain better access to
finance, and advising banks to help them reach these underserved segments. Other targeted
sectors for investment include tourism, manufacturing,emerging sectors in health, education

and information technology.

The IFC is currently providing financing to eight Jamaican businesses. Five of these firms are
involved in the supply of infrastructure and energy, two provide financial services to ¥ISME
and one is involved in real estate development.

United Nations Development Programme (UNDP)

The UNDP has been one of Jamaicads devel opmen
advancement of inclusive and sustainable development for Jarmai€ae UNDP is particularly

committed to helping Jamaica achieve the MDGs by 2015 as well as the goals and recommended
actions in the UN Framework Convention on Climate Change. Support is provided in three
thematic areas:

1 Democratic Governangce
1 Environment, EnerggndDisaster Risk Reductiomand
1 Poverty Reduction

Although the UNDP has not traditionally been involved in PSD, it has recently segpoi
projects in Jamaica that had potential PSD impacts. One sought to build the capacity-of a sub
regional association of farmers, enabling it to provide business development services for farmers.
The other aimed at addressing environmental condsrissipporting the use of environmentally
friendly and sustainable production techniques in farming communities. Both of these projects
were executed solely by the UNDP.

United States Agency for International Development (USAID)

The USAID has worked idamaica for the past 50 years to address social issues that contribute

to high levels of violent crime and transnational criminal activity. Priority areas have
traditionally included reducing corruption, promoting greater transparency and good governance
practices, fostering Jamaican participation in regional security, strengthening basic education,
and increasing adaptation to cli mat eslightiiange.
more narrowand include:

Citizen Security
Climate Change
Education and
HIV/AIDS.

=A =4 -4 A
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http://www.jm.undp.org/content/governance
http://www.jm.undp.org/content/environment-and-energy
http://www.jm.undp.org/content/environment-and-energy
http://www.jm.undp.org/content/disaster-risk-reduction
http://www.jm.undp.org/content/poverty-reduction
http://jamaica.usaid.gov/en/programs/citizen_security
http://jamaica.usaid.gov/en/programs/climage_change
http://jamaica.usaid.gov/en/programs/basic_education
http://jamaica.usaid.gov/en/programs/hiv_aids

Although not having a heavy PSD focus, the USAID is involved in three projects that have
significant potenti al private sector i mpact s
biodiversity. In so doing, one seeks to introduce farmers to best practices in protected
agriculture, and the other sought to encourage natesaurce friendly agriculture and tourism
enterprise development. The final project seeks to improve the businassnem@nt by

identifying, amending or eliminating legislation, regulations and processes which constrain the
development approval process and hinder investment in Jamaica. These projects were executed
solely by the USAID.

The Caribbean Development Bank CDB)

Jamaica joined the CDB20hh4 19t7r0at edinc thlea rC,DBtols¢
assisting borrowing member countries (BMCs) to reduce poverty through sustainable economic
growth and strengthening the resilience of BMCs to externaksho€he reduction of income

and gender inequities, and improved environmental sustainability are other strategic areas of
focus. CDB funding in Jamaica has been used for financing social and economic infrastructure
development such as schools, road aatewprojects, building more disastesistant structures,

student loans, and support for small and meesizad enterprises. The CDB has worked
extensively with the World Bank and IDB in providing support to Jamaica.

DESCRIPTION OF LOCAL STAKEHOLDERS

Numerous public and private sector agencies and institutions are involved to varying degrees in
PSD activities. Chapter 1 of the PSAR provides a description of the business supportive
institutions structure in Jamaica, as well as the government miniatrieagencies responsible

for fostering private sector development. Chapter 2 provides a description of the agencies and
institutions involved specifically in supporting innovation and technological adoption in the
Jamaican private sector. This sectiommarizes in a tabular format the information previously
provided. Tables AN1 and AN2 provide the summaries for the public and private sectors,
respectively.

Table AN1i Public Sector Stakeholders

Stakeholder Description Classification
Ministry of Industry, | Has direct portfolio responsibility for fostering PSD Policy
Investment and private sector development. The MIIC seeks to:

Commerce (MIIC) | provide the framework for an investmemiendly
environment; #iract and promote new investments
both localand freignfaci | i t at e Go\
divestment and privatization programmsgsearhead
the modernization of industryacilitate the export of
goods and servicepromote the development of
small and micro enterpriseand pomote the
technological advancemeot the country
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Stakeholder

Description

Classification

Jamaica Promotions

AsJ amai c a 6 s and expod gramaotem t

Investmenand

Corporation agency, it seeks wtimulate, facilitate, and promote| export promotion
(JAMPRO the development of trade and industry, and export agency

and investment activities.
Jamaica Business | Providerof business support servic@sSS)for Government
Development Jamaican businessemarticularly MSMEs. sponsored BSS
Corporation(JBDC) Provider
Ministry of Science, | Central government ministry with portfolio Science and
Technology, Energy| responsibility for science and technology. technology
andMining policy
National National advisory body to th@OJon policies and | Science and
Commission on strategies relating to scie@m and technologyit technology
Science and comprises representatives from public and private| policy advice
Technology (NCST)| sector institutions and academia. The NG®€ks to| and coordination

coordinate the various arms of the national
innovation system.

NationalFoundation
for Development of
Science and
Technology
(NFDST)

Provides funds for Science and Technology
Innovation Policy Reviews, and national science a
technology competitions and seminars. Funds arg
acquired from the cont
members, which include a number of large private
sector companies, private financial institutions anc
development bank.

Financier of
science and
technology

Scientific Research
Council (SRC)

Provider of scientific and technological solutions
through product/process research and developme
policy advice and facilitating technology transfir.
is involved inthe development of new and improve
marketable Jamaican vahaeded products, as well
as the commrcialization and subsequent sale of
products and technologies based on local raw
materials.

Research and
Development
Support Provider

Bureau of Standards

Hasprimary responsibility for the setting, promotio

Standards and

Jamaica (BSJ) and enforcement of standardss mission is to Metrology
6promote the internat i |Regulation
Jamaican producers, facilitate trade and protect
consumers by providing standardization,
metrology and regulatory services

National Is an independent certification unit falling under th| Certification

Certification Body
of Jamaica (NCBJ)

auspices of the BSJ. It offecertification of
management systems to both manufacturing and
service industries, in the private and public sectors

Services
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Stakeholder

Description

Classification

Jamaica Itellectual

Responsible fortte registration, monitoring and

IP protection and

Property Office enforcement of IPRs enforcement
(JIPO)
Copyright Tribunal | Heas and makesrulings on disputes where users a| IP protection and

copyright owners canneaigree on the terms of
licenses.

enforcement

Ministry of Finance
and Planning

Central government ministry with overall
responsibility for t
economic policy framework; collection and
allocation of public reveres; and financial sector
regulation.

he

Macroeconomic
stability,
Economic
policy, Financial
regulation

Planning Institute of
Jamaica (P10J)

Is the planning agency for the GO supports the
process of policy formulation on economic and so
issues. In so doing, inter alia: provides technical
and research support to the Cabinet; collects,
analyses and monitors social status and economic
performance data; manages exéooperation
agreements and programmasgcollaborates with
external funding agencies in the identification and
implementation of development projects

Policy support
and IDP
coordination

Bank of Jamaica
(BOJ)

Central bank responsible for formulatiand
implementation of monetary and regulatory policie

Monetary policy
formulation and

with the aim of safeguarding the value of the Financial
domestic currency and ensuring the soundness ar regulator
development of the financial system
FinancialServices | Supervisor and regulator of the securities, insuran Financial
Commission (FSC) | and private pensions industries. regulator
Development Bank | Governmenbwned financier that aims to facilitate | Government
of Jamaica Limited | the growth and developmeot all viable enterprises| sponsored
(DBJ) in the productive sectors of the Jamaican econom| Financier

It provides medium and lorigrm financing
solutions (through alliances with private financiers
particularly for SMEs, direct lending for large
projects in strategic areas, aads in the
management and privatization of national assets ¢
investments.

Ministry of Tourism
and Entertainment

Policy development for the tourism industry

Tourism policy

Jamaica Tourist
Board (JTB)

National tourismagency responsible for worldwide
tourism marketing and promotion for the island of
Jamaica.

Tourism
marketing
provider
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Stakeholder

Description

Classification

Tourism Product
Development

The central agency mandated by the Government
Jamaica to facilitate the maintenance/elepment

Tourism product
development

Company (TPDCo) | and enhancement of the tourism product. TPDCo

designed to support government and quasi

government agencies in the development of the

tourism industry, particularly by coordinating and

facilitating prompt action between public and priva

secbr interests.
Ministry of Central government ministry responsible for the | Agriculture
Agriculture and development of an internationally competitive policy
Fisheries agricultural sector and the sustainable manageme

t he countresguices. f i shery
Rural Agricultural Il s the countryds chi ef |Agricultural
Development development agency. RADA, inter alia, provides | support service
Authority (RADA) | technical advice to farmers, and assists in the provider

implementation of ruladevelopment projects
Jamaica Agricultural An umbrella organization consisting of numerq Agriculture
Society (JAS) affiliated organizations, including: the Jamaica Citf Support

Growers Association, Pimento Growers Associat
Cocoa Industry Board, All Island Cane Farm
Association, Coconut Industry Board, All Isla
Banana Growers Association, Coffee Industry Bo
Jamaica Livestock Association, Ministry
Agriculture Export Division and Sugar Indust
Board. Although the JAS was previously
incorporated as a private voluntary organization,
now an agency of the Ministry of Agriculture a
Fisheries.

Organization

Table AN271 Private Sector Stakeholders

Stakeholder

Description

Classification

Private Sector
Organization of

A national organization of private sector associatic
companies and individuals that seeks to promote

Business Suppor
Organization

Jamaica (PSQJ) competitive and productive private sector. It General
advocates for the implementation of public policy
that erables strong sustainable private sector led
economic growth and development.

Jamai ca E|Anassociation of exporting firms that was Business Suppor

Association (JEA)

established tpromote the growth and developmen
ofJama cads export sector
the competitiveness and sustain the growth of

J a ma i c-aablisonahexports.

Organization
Exporters
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Stakeholder Description Classification
Competitiveness A subsidiary of the JEA created to provide an in | Business Suppor
Company (CC) housecentre of expertise in competitiveness. They Organization

primarily serve MSMEs.

MSMEs

Jamaica Employers'
Federation (JEF)

Aregistered Trade Union thegpresents the views o
employers, locally and internationally.

Empl oyer
Union

Small Business
Association of

A private nonprofit business organization
established to foster the growth and development

Business Suppor
Organization

Jamaica (SBAJ) businesses and professional groups and to repre§ MSMEs
the small and micro business sector.

MSME Alliance A network of 34 business organizations from a wiq¢ Business Suppor
range of sectors. By virtue of its widpanning Organization
network, it claims to represent more than 300,000{ MSMEs
MSMEs. The Alliance aims to create strategic
alliances and meanindfpartnerships that can
empower MSMEs.

Jamaica A limited liability company which aims tpromote | Business Suppor

Manuf actu
Association Limited
(IMA)

the development of the manufacturing sector. The
JMA representmanufacturers in all the

manufacturing swsectors as well as institutions an
organizations which provide services to these sec

Organization
Manufacturing

Jamai ca B

Association (JBA)

Represents commercial and merchant bank
Jamaica. Trust Companies, Finance Houses and ¢
Banking Institutions are also included as associat
members. Their mission is to ensure the strength
continuing success of their member organizations
promoting a safe, vibrant and competithamnking

sector through an effective programme of advocac
and education.

Business Suppor
Organization
Finance

Jamaica Hotel &
Tourist Association
(JHTA)

Represents Jamaican hotels, other vis
accommodations, arslippliers of goods and servic
to the tourism industry. Its mission is to promote
devel opment of Jamai ca
represent the interests of its members in all Iqg
regional and international forums.

Business Suppor
Organization
Tourism

Women Business
Owness Jamaica
Limited (WBO)

An association of Jamaican female business owng
Its mission is to provide leadership in the

development of women business owners through
education, research, mentorship and networking.

Business Suppor
Organization
Women
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Stakeholder Description Classification

Jamaica Network of| Comprises over 250 rural women members acros{ Business Suppor
Rural Women island. Its mission is tavork along with key partnery Organization
Producers (JNRWP) to foster the economic and social development of | Women

rural women in Jamaica

Technology Located at the University of Technology (UTech), | Business
Innovation Centre | aims to offer essential business services, training | Incubator
(TIC) a flexible working space for young companies, ant

the transformation of innovations intcabile

businesses.
Mona School of Accredited business school operating out of the | Academia
Business and University of the West Indies (a regional university
Management Focus is on undergraduate and pgrstduate
(MSBM) education andesearch in all areas related to

business, management and entrepreneurship.
Professional support services are also provided.

College of Business| The College, operating out of the University of Academia
and Management | Technology (UTech comprises the Schools of
(COBAM) Business Administration, Hospitality and Tourism
Management, Entrepreneurship, Baking and
Patisserie and UTech/JIM School of Advanced

Management.
College of Business| Operating out of the Northern Caribbean Univer§ Academia
and Hospitality it offers degrees inBusiness Administration an
Management Management Studiesand Hospitality & Tourism
Management

With 22 public sector stakeholders and 15 private sector stakeholders with active and varied
concern for PSDthere are numerous voices representing PSD interests in Jamaica. Also

important is that the specializations within this grouping of stakeholders create the opportunity

for adequate representation of businesses from the major sectors, of varied sitessemndth

female ownership. The key elements of the institutional structure for PSD in Jamaica are in

place. Lacking, however, is the coordination between these stakeholders, and a unified drive to
promote the most critical elements needed to fosteriR#i2 country.

Within the public sectorimplementatn of policy initiatives for PSDs challenging due to the

large number ohgencieghat must be involved in a truly collaborative proce3$e existing

approach is fragmented, with numergosernment agencies involved in different areas critical

to the devel opment of the private sector. As
interactions with government agencies and noted that such businesses identified several
problems with gove n me n t a g e n ¢ poerscommunicatibnuadd aoli@boration, the
multiplicity of such agencies and departments with partial responsibility for MSME matters and

often overlapping functions, and the associated high levels of bureagcracy.Th e MEME s e (
is a subset of the private sector, and so the problems are-apaidien broader PSD issues are
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at stake. Suclproblems all have the potential of stymieing the effectiveness of any policy
measures introduced in support of ghivate sectar

Although representing different interest groups, the private sector stakeholders have often
aligned their interests to heighten the efficacy of their lobbying efforts. Some of the major
private sector organizations have formed by key partnerships among theraselVes/e sought

to involve critical government stakeholders through the puyiicate sectorPartnership for
Transformation (PFT) The PSOs included in these discussions include: the Private Sector
Organization of Jamaica,J amai c a Export,dmasm@i cAss Mainatf iacn
Associationthe Jamaica Chamber of Commermaed the MSME Alliance For these
organizations, cross institutional collaboration strengthens their political influence.

The PSOs6 PSD efforts are, however, Inawvet I 1 mi
implemented initiatives, at times with donor support, to deliver direct and tangible benefits to
their members. The impact of these initiatives, along with most goverdetetitiatives in

Jamaica, has, however, not been adequately measureck i hatearth of formal evaluations of

PSD projects and programmes in Jamaica. This stymies the learning of critical lessons and the
development of best practices. It also heightens the likelihood of past mistakes being repeated.

As an example, Jamaicbenefited from the implementation of a majervate Sector
DevelopmentProgram (PSDP)in 2004 The PSDP ws a fiveyear technial assistance
programme fundepbintly by the European Unioandthe Government of Jamaicé#t ended in

2009 and hada t ot al budget o fdevéidpr@entboMSMES. [Theieasmo f or t
evidence of any formal evaluation of the PSDP being conducted immediately after programme
completion. It was only in 2011 thaheg EU announced that it intended to undertake an
evaluation of the PSDP in Jamaica, to o6deter mi
i s s us t"aTherestts af thad evaluation have not yet been made public.

There is also the important issue of policy continuity, as changes in poldicahiatrations in
Jamaica often signal changes to or the end of initiatives that were previously being implemented.
As an example, under the previous administratibtte Target Growth Competitiveness
Committee (TGCC) was established as a support comptméeiné PSDPand was intended to
continue operating as a statutory baafyer completion of the programmeThe TGCC was
comprised of representatives from government, the private sector, trade unions, and academia,
and was chaired by the Minister of Inthysinvestment and Commerce. The Committee focused
onnconducting Oresear ch i npdicylobbymg imitiativesithateseele s s 1 €
to positively impact the business environment; poblic awareness of competitiveness related

i s s tlelisis ndt clear whether the current administration intends to continue with the TGCC.
Committee meetings, however, have evidently ceased, and the public record of the research
reports commissioned by the committee has been removed from the Internet.

Whttp:/www.jamaicaobserver.com/NEWS/Eid-appraisePrivate SectorDevelopmemProgrammen-
Jamaica 8671288#ixzz1xEPWNbaf
H5TGCC Annual Report (2009)
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http://www.exportjamaica.org/start/
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DECSRIPTION OF AVAILABLE PSD INFORMATION

Information on the state of development of the Jamaican private sector and PSD activities are not
housed in one location. There are numerous arosstry databases that allow access to data on
the state of the lminess environment and economic climate in Jamaica, competitiveness
rankings, types and levels of goods exports and imports, financial structure, and performance in
environmental protection and gender balance.

There tends to be an increasing amouniroétseries data points for Jamaica in many of these
datasets, thus allowing for better tracking of performance over time. There is, however,
significant variation in the frequency with which these datasets are updated, and for some of
them the data provatl may be quite old. A list of the most popular of these aosstry
datasets is provided below, along with an indication of the currency of the Jamaican data
provided:

T Worl d Bankdos Wor |l d iDsemeedbtd genmes aret not lavaithblecltd® o r s
For others, even 2009 data are not available.

The Financial Structure DatageData only go up to 2009.

The Product Space Websit®ata are available up to 2009.

Yal e Universityodos EnviiRk@ladate are aadilable.er f or manc e
WorldBank 6 s Ent e ri pataas availdhlerfor 2030s

The UN Comtrade Dataset?2010 data are available.

= = =2 -4 - -

The Worl d Economic For umo si D&d avelaeallableCtar 80dle t 1 t i v
2012.

T The Worl d Economic For umo senessrRepoitt 2011alatadareT o ur i
available.

T Worl d Banko&s Doi in20l12Rlatsareravaidalble. Dat aset s

A drawback of many of the crogsuntry datasets is that they often do not provide data that are
disaggregated by the sizes of firms, sectors, genidewner, etc. They also do not provide
information on things such as the number of private sector businesses, areas of specialization,
number of employees, gender of employees, etc. Some of this type of disaggregated data is
provided by the Statisticahstitute of Jamaica (STATIN), on their webdhtgp://statinja.gov.jm

The data provided include labor force, employment and earnings data disaggregated by sex, size
of the firm, major industry groupings, age, major occupational groupings, etc.

The Planing Institute of Jamaica (P10J) also publishes an annual statistical digest and economic
report (Economic and Social Survey Jamaic&SSJ) using data provided bipter alia,
STATIN, the BOJ, and the Ministry of Finance and Planning. This publicatiovides an

185



overview of domestic and international economic conditions, and official development assistance
that has been received. It also provides detailed information on macroeconomic performance
and sectoral performance, with a chapter being dedicate@dch of the major sectors of the
economy. The chapters on each of the sectors provide information that is not readily available
elsewhere, for example, the performance of the sector and kegesetdrs, policies and
programmes implemented in the pgsar, incentives given, etc. There is also a chapter on the
MSME sector which gives similar types of information, along with data on available financing.

The ESSJ is clearly a valuable source of information on the state of the Jamaica private sector
ard policies and programmes which impact it. There is, however, a challenge for researchers
that hope to use this publication as a means of compiling time series data for analysis, as the
publication does not always provide a consistent data series. §ldaia and indicators that

have been changed from year to year are not uncommon.

The Bank of Jamaicads Statistical Digest is m
annual publication is dedicated to providing annual and sometimes qudgtrlgn the financial

sector, particularly the institutions regulated by the BOJ. There are, however, chapters that
provide data on the external sector, price levels, interest rates, production, public finance, and
debt. This is a very useful source iofi¢ series financial and economic data.

PSD initiatives, however, are often best informed by detailed survey data that capture the
characteristics of the business sector. This is particularly important for the MSME sector that is
impacted by a high levebf informality, and so is not adequately reflected in the official
statistics. Because of financial constraints, such surveys are not conducted with regularity in
Jamaica, but when they are done, the results are quite valuable. The last set of glurvey an
intensive sector studies were conducted under the PSDP through the TGCC. A very useful set of
studies on the various aspects of the Jamaican private sector was compiled, and the reports were
posted on the Internet. As previously noted, they have bewe removed. A list of the studies

that were completed under this program has been included below, with the hope that with
adequate and wefllaced pressure they can all be retrieved:

1 Competitiveness Assessmedeptember 2006 ECORYS Study. This wasThe CC6s f i r st
Annual Competitiveness Report.

Competitiveness in AgiBrocessingsSeptember 2006 ECORYS Study.
Competitiveness in Servic&egptember 2006 ECORYS Study.

Legal & Regulatory Issues in Competitivené&ssptember 2006 ECORYS Study.

== == =2 =

Charting the Bisiness Approvals Process in Jamai€gtober 2007. This provides a
graphical illustration of the various business approvals processes in Jamaica, complete with
timelines, number of procedures and the associated costs. It also highlights the areas of
bureaicracy and inefficiencies and posits solutions.

1 Best Practice Countries in the Business Approvals Process: The Case of Australia, New
Zealand and Mexicd@ctober 2007. This highlights key international best practices.
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A Landscape Assessment of Jamaican E§Nrebruary 2008. This is a report on the
findings of an island wide survey of approximately 2,000 micro, small and mesinau
enterprises.

Policy Report for the Jamaican MSME Sector: Financing and Human Resources
Development and Training (Phase March 2008. This study used the results of the above
survey, desk research and elite interviews with key stakeholders to formulate policy
suggestions on financing and human resource development and training.

Intellectual Property Valuation Entity (IPVE)April 2009. It is a prdeasibility study
regarding the establishment of an Intellectual Property Valuation Entity (IPVE) in Jamaica
that would facilitate greater ease of access by MSMEs. While it discouraged the
establishment of a nationally backed IPVE, ibffered strategies to develop and earn
revenues from existing low valued intellectual property (IP).

Credit Reporting BureglApril 2009. The objective is thrgaart. To provide:

0 A detailed review and analysis of the Doing Business Report for Jamai@a 2o
the aim of promoting a more accurate refl

o0 An examination of the establishment of a Credit Registry as occurred in Mauritius
and Belgium.

o0 23 innovative ways to encourage the development of local MSMEs, in a difficul
economic climate.

Formalization of the Informal Sector in Jamaiciyne 2009. The study investigates and
identifies key policy prescriptions that were successfully employed in formalizing the
informal economies around the world. The report also inditheemeasures of success as it
related to the impact on the respective countries.

Survey for the Development Bank of Jamailedy 2009. The objective was to execute and
report the findings of a survey regarding the issues faced by Approved Financiatidmsti
(AFIs) in lending to the MSME sector. It reports on key issues such as: training needs;
challenges posed by MSMESs; internal challenges; challenges with the DBJ facility; conflict
of interest in promoting the funds of a competitor inter alia.

Benchnarking DatabaseAugust 2009. A database was developed to allow for the tracking
of benchmarking indicators for Jamaica over time.

TGCC Exit StrategyS e pt ember 2009. The study presents
of competiti v enhkedPodganmearmes o a elase imDecember 2009. This
includes the reviewf existing forms of competitiveness councils (private, public and mixed)

and their impact and, also an assessment of the performance of countries without councils.
Additionally, it considers the competitiveness needs of Jamaica and devises an appropriate
entity that would best suit same, in view of existing agencies with similar focus.
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1 Comprehensive Creative Industries DatabaBais study looks at the demographics of the
Jamaica Diaspora towards gaining marketing opportunities for Jamaican entrepreneurs.

1 Policy Report for the Jamaican MSME Sector: (PhasélBis study usgthe results of the
MSME survey, desk research and elite interviews with key stakeholders to formulate policy
suggestions 6 areas. Namely: science, technology, research and development, network and
clustering, extension and support services, marketing and legal, adminisirativegulatory
factors.

IDENTIFICATION OF OPPORTUNITIES TO INCREASE EFFICIENT DESIGN
AND EXECUTION OF PROGRAMS

There are four bilateral donors, four multilateral donors, and two subsidiaries of the multilaterals
currently offering PSD support in JamaicBetween them approximately 60 dorsupported

PSD projects and/or programs are being implemented in Jamaica. There are also 22 public
sector stakeholders and 15 private sector stakeholders with varied degrees of involvement in
PSD activities. In this cdext, the potential for duplication of efforts is clear, as is the
opportunity to increase efficiency of design and execution of programs and projects through
better coordination.

Amongst the donor community, although some programs are jointly offeypitally by
bilateral and multilateral donors and in a few instances by a combination of the multilaterals),
this is the exception and not the rule. The vast majority of the projects/programmes are
individually offered by the donors, and a large numbethein have very similar objectives.

This does not necessarily suggest that there is duplication of effort, but rather indicates very
strongly that the potential exists and that close attention needs to be placed on the prioritization
and coordinationofte s e e f f or t sassessniett ef itsipasbexperermcesfin Jamaica is
reiterated, as it is particularly instructive:

T 6Clear links need to be established between
1 Synergies between past and present coopersttionld be identified to enhance impact;

1 Coordination and complementarities between EU, national and international development
partner (IDP) initiatives should be included in each project financing agreement; and

1 There should be coordination with oth&Hs at the level of design and implementation of
interv®ntions. d

The seemingly athoc manner in which donors cooperate with each other on particular projects
needs to be replaced with more systematic coordination efforts. Such efforts should begin with
the definition of priorities for PSD in Jamaica, which should incorporate the views of the local
private and public sector stakehol der s. Pr o

18 The EU Country Strategy Paper and National Indicative Programme for Jamaica (CSP/NE9 2808
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strategic areas of focus, but, more importantly, should be ¢argst the most critical PSD
priorities for the country.

There is no shortage of Jamaican government agencies and private stakeholders involved in PSD
which are enthusiastic about receiving donor funds and publicly launching PSD projects. There
is also nodoubt that many, if not most, of these projects are quite beneficial. However, in a
country facing a fiscal and debt crisis, every dollar spent (or committed to be spent in the future)
must be carefully considered. Many of these projects involve tlye w§doan funds, and even

some of the grant projects may require counterpart funding from the government. Even if no
monetary expenditure is required, the public sector human resources needed for execution must
also be considered. In a fiscattgnstraned country, careful prioritization of projects is
paramount.

This is an area in which donor collaboration and coordination can be very useful, but is also an
issue that the GOJ needs to take a vested interest in. The PIOJ is responsibleafying tk

external cooperation agreements and programrtestated functions includmllaboraing with

external funding agencies in the identification and implementation of development prdjeets

P10J needs to take greater responsibility for this functiad, exhibit more proactive leadership

in guiding the donor agencies to priority areas. There is no sense that the PIOJ or any other
government agency has holistically looked at all of the dsnpported projects and
programmes to assess the potentialeies versus the expected costs. The Ministry of Finance
and Planning is required to comment on each project that is being contemplated, but their
assessment is for each project individually. A holistic view so as to prioritize projects is needed.

Also needed is greater emphasis on pogilementation evaluation of PSD projects and
programmes. Whereas some donors routinely conduct such evaluations, three improvements are
needed:

1 Their results need to be widely disseminated amongst and discussed within the donor
community and local stakeholders to ensure that the implications are appreciated and lessons
shaed,;

1 The method of evaluation should include an attempt to measure thet éat which
nationally prioritized objectives have been met (rather than solely focusing on narrowly
defined project objectives); and

1 A holistic evaluation of the impact of all PSD initiatives implemented in the country should
at some point be undertakefhis would address issues such as:

o Scale:how many people, enterprises and/or institutions were affected?

o Outreach:to what extent did the effects of the projects spread to specific target
groups?

o Economic gains or losses among participating firragg. changes in output,
productivity, product range and quality, income, employriartimately changes in
competitiveness.
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IDENTIFICATION OF OPPORTUNITIES TO ADDRESS OMITTED PRIORITY
PROBLEMS

The first chapter of the 2012 PSAR for Jamaica ident$eeral problems with the Jamaican

busi ness environment t hat negatively i mpact
private sector developmen®he broad categorization of the issuielssted in the general order

of issues highlighted by Jamaicannfis t o be t heir bi ggest obst a
Enterprise Surveys (201D)has been reproduced below:

Tax Rates and Administration

Cost and Supply of Energy

Access to Finance

Practices of Informal Sector

Crime

Trading Across Borders (Lack of Diversification, Import Dependencénéfficient
Institutions)

Corruption

Labor Market Inefficiency and Productivity
Construction and Ownership of Property
Protection of Investors

The second chapter of tHeSAR focused moredirectly on factors affecting innovath and
technology usage in thadhaican private sectoNumerous problems were also identified in this
area, including:

A low capacity for innovation

Low degree of sophistication of the production processes
Limited breadth of value chains

Limited use of ICTs by MSMEs

Low degree to which the GOJ uses ICT to increase efficiency
Unavailability of venture capital

Limited spending on R&D

Low quality of scientists and engineers

Low coverage achieved by initiatives and ages to support increased innovation and
technology usage by the private sector.

=4 =4 =88 _49_9_98_2°_2°

This section analyses the extent to which these critical issues are being addressed in the donor
supported PSD initiatives being implemented in Jamaica, with a view tofydemtgaps that

need to be filled. Figures AN17 to AN19 assist in the analysis by highlighting the areas that are
being paid the least to the most attention in the deopported PSD projects and programs.
Figures AN17 and AN18 classify and rank theatatumber of projects by their stated primary

and secondary objectives, respectively. Figure 19 indicates the proportion of total budgeted
funds that is allocated to each area.
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From all three figures it is clear that the critical areas of accessancBnand the business
environment are being paid due attention in the donor initiatives, both in terms of the number of
projects/programmes and the amounts of funds budgeted for these areas. By contrast, the
corporate tax framework (tax) does not iniffaleem to be given the primacy that it deserves,
given the large obstacles to business presented by the Jamaican tax rates and administration.
One should, however, be careful about the conclusions drawn here, as many of the initiatives
seeking to improvéhe business environment broadly, include elements that focus specifically on
tax administration. It is also expected that if initiatives to improve the business environment and
reduce the burden of tax compliance are successful, the disincentives &hization will be

reduced and the adverse effects of the practices of the informal sector will be minimized.

A relatively large number of the PSD projects also seek to improve the business supportive
institutional infrastructure. Improvements in the aatyaof private sector organizations (PSOS)

that represent businesses are expected to increase the efficacy with which these groups lobby the
government for meaningful improvements to the business environment. It also allows the donor
agencies to channslupport to businesses through these PSOs, which is arguably more efficient
and direct than going through one of the many government agencies with responsibility for PSD.

This, however, highlights key issues that were raised in the previous section of this DMX. The
effectiveness and efficiency of PSD programmes is compromised by the extent to which there is
a lack of coordination among the donor agencies and between dgeacies and local
executing partners. There is plethora of government agencies with partial responsibility for PSD,
and an equally large number of private sector stakeholders. If different donors are directly
supporting numerous PSOs and working witliia government agencies, the potential for
duplication of effort and overlapping functions is high. The need for prioritization of objectives
and coordination among donors, between government agencies, and including private sector
stakeholders is cleand urgent. Notwithstanding this need, none of the projects/programmes
being implemented have coordination and access to donors as their primary objective, and only
three projects highlight it as a secondary objective. This is a gap that needs talbe fille

Another gap relates to the problem that is the second most frequently highlighted by Jamaican
businesses$ the cost and supply of energy. Figure AN17 indicates that relatively few projects
(4) have identified the supply of infrastructure, communicatiand energy (infra) as a primary
objective. Figure AN19 shows that 8% of the total amount of budgeted funds towards PSD is
channeled to this area. Both figures, however, conceal the fact that a significant number of the
projects and share of the funisallocated to transportation infrastructure in the form of the
transnational highway, rather than to improving the supply and lowering the cost of energy. This
is an important omission, and represents an opportunity for greater cooperation in the future

The PSAR also indicated that difficulties associated with international trade stymie the
competitiveness of Jamaican businesses. Such difficulties include the lack of diversification of
the countrybés exports, t he Fentqstitutions that mameen ¢ e
the smooth flow of goods and services. Despite these challenges, there are not many donor
supported initiatives that relate primarily to trade and FDI. Figures AN17 and AN19 indicate
that only two of the projects have tradad FDI as a primary objective, but the amount of
funding allocated to this area constitutes a negligible share of the total budgeted funds.
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Also attracting a negligible share of funds and being identified as a primary objective for only
one project is tl issue of labour flexibility. This is so in spite of the fact that labour market
inefficiency and productivity was listed as a major factor affecting the competitiveness of
Jamaican businesses. There is thus an opportunity for the donor communityst@mothis

issue, and to broaden the scope of their attention from solely issues relating to labour flexibility,
to also including the important goal of improving the productivity of the Jamaican worker.

Improving labour productivity is often highly demnt on the extent to which businesses are
willing and able to be innovative and to introduce technological solutions to product and process
challenges in their operations. As highlighted in chapter 2 and summarized above, there are
numerous challenges tbe widespread adoption of innovative and technoldrgyen business
practices in Jamaican firms. At the very foundation of this problem is the limited capacity in the
public and private sectors for innovation, and the limited funds spent on research and
development. Investment in research and innovation (R&D) is thus a critical area in which the
country needs support. Such support from the donor community has, however, been limited.
Figure AN17 indicates that only 5 projects have R&D listed as tmeapyi objective. Figure

AN19 further shows that the funds allocated to these projects as a share of the total is negligible.
Although figure AN18 indicates that 8 projects have R&D as one of their secondary objectives, it
is believed that innovation anddhnology are so important to the competitiveness of Jamaican
businesses that more projects should be introduced with this as their primary focus.

AN17 - Primary Objectives (Total # of Projects)
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AN19 - Primary Objectives (Total Amount Budgeted)
Other

RECOMMENDATIONS AND LIMITATIONS

A major Private Sector DevelopmentProgram (PSDPjvas implementedh 2004 undera five-

year technial assistance programme fundemhtly by the European Unioandthe Government

of Jamaica It aimed togpromote and impact, on a sustainabéesis, Jamaic¢a overall socie
economic development, by strengthenting country's private sectérlt ended in 200%butas at

2012 there remain major crippling challenge®&D in Jamaica. This is in spite of the fact that
since 2009 numerous donor agencies have implemented projects that have sought to build on the
work done through the PSDPThere are currenthapproximately 60 donesupported PSD
projects and/or progranase being implemented in Jamaica.

This DMX has shown that whereas these projects and programmes have undoubtedly created
significant benefits for the targeted beneficiaries, difficulties exist which challenge the
sustainability and proliferation of smdbenefits. The recommendations listed below seek to
address the difficulties. They are presented in summary form as they have been discussed in
previous sections.
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Recommendations to Improve Prioritization, Coordination and Evaluation

1. The seeminglyadhoc manner in which donors cooperate with each other on particular
projects needs to be replaced with more systematic coordination efforts.

2. Such efforts should begin with the definition of priorities for PSD in Jamaica, which should
incorporate the irews of the local private and public sector stakeholders. This is an area in
which donor collaboration and coordination can be very useful, but is also an issue that the
GOJ needs to take a vested interest in.

3. The PIOJ (or some other government agerstyuld be tasked with holistically examining
all of the donotsupported projects and programmes to assess the potential benefits versus the
expected costs.

4. Greater emphasiseeds to be placazh postimplementation evaluation of PSD projects and
progranmes. Specifically

1 Theresultsof donor evaluations of their projeatsed to be widely disseminated amongst
and discussed within the donor community and local stakeholders to ensure that the
implications are appreciated and lesssinged;

1 The method of evaluation should include an attempt to measure the extent to which
nationally prioritized objectives have been met (rather than solely focusing on narrowly
defined project objectives); and

1 A holistic evaluation of the impact of all PSD initias implemented in the country
should at some point be undertaken, and should examine issues relating to the number of
people, enterprises and/or institutions affected, the extent to which target groups were
reached, and the changes in competitivenesswirat derived.

Areas Recommended for Increased Donor Support

1. Projects having as their primary focus, means of improvingtiwgitization of objectives
and coordination among donors, between government agencies, and including private sector
stakeholders

2. Projects focusing on improving the supply and lowering the cost of energy for Jamaican
businesses.

3. Projects seeking to address the difficulties associated with international trade that adversely
affect the competitiveness of Jamaican businessegiclPar attention should be placed on
the | ack of di versification of the countryod
inefficient institutions that hamper the smooth flow of goods and services.

4. Projects that aim to improve the productivity e Jamaican worker and reduce labour
market inefficiency.
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5. Projects that seek to address the challenges to the widespread adoption of innovative and
technologydriven business practices in Jamaican firms.

The findings and recommendations made in thiglys are based on an attempt to apply the
Compete Caribbean Donor Matrix Guidelines. These guidelines suggested a reliance on
secondary and primary data to inform the study. It was, however, not possible to collate the
primary data, as interviews with dor agency representatives and local stakeholders could not

be conducted. This is because the IDB office in Jamaica did not issue letters of introduction for
the consultant to the prospective interviewees and did not make arrangements for the scheduling
of the interviews, as they had agreed to. Reliance was thus placed on secondary sources of
information. Great effort was however, exerted to review all available documentation, including
project evaluations, press releases, and previous studies.
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APPENDIX for ANNEX

Table AN.A1iT CIDA (Summary of PSD Projects and Programmes)

Name Primary | Amount Classification
Donor (USD) _ _
Obj Status| Time | Geog.| Sector| Loan/Gran

frame| Reach
Caribbean CIDA 106,26( Bus Conc | Short| Nat'l Grant
Canada term
Emerging
Leaders'
Dialogue
Canadian CIDA 1,229,087 Bus/ Act Long | Nat'l Grant
Caribbean Bus_env, term
Cooperation
Fund
Entrepreneursh CIDA/ 1,265,00( Bus/ Act Long | Natl | Serv
Program for World Fin term
Innovation in th Bank
Caribbean
Caribbeahocal | CIDA 1,977,44¢ Bus_env| Act Long | Nat'l
Economic Bus term
Development
Promoting IDB/CID/ 1,350,00¢ Bus_env, Act Long | Nat'l Grant
Private Sector Bus/ term
Growth Coord
Compete
Caribbean
MicroFin Serv | CIDA 3,542,000 Fin Act Long | Sub | Serv

term | reg'l
Partnership for| World 1,344,614 Infra/ Act Long | Nat'l Grant
CARICOM Bank/ Fin/ term
Private Sector | CIDA Bus_eny|
Development
CARICOM CIDA 1,523,114 Lab/ Act Long | Nat'l | Serv | Grant
Education for Gend/ term
Employment Bus
Improvinggri in| CIDA 5,060,00( R&D/ Act Long | Sub | Agri
Jamaica Infra/ term | reg'l

Env
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Table AN.A21 DFID (Summary of PSD Projects and Programmes)

Name Primary Amount Classification
Donor USD
( ) Obj Status | Time | Geog | Sector| Loan/Grant
frame| Reach
CaribbeaAid for | DFID 16,301,40( Trade&FD| Act Long | Nat'l | Serv | Grant
Trade and Bus term
Regional
Integration Trust
Fund (CARTFun
Agricultural IDB/DFID 15,000,00( Bus/ R&D/| Act Nat'l | Agri Loan
Competitiveness Bus_env
Programme
Fiscal IDB/DFID 65,000,00( Bus_env | Act Nat'l | Serv | Loan
Administration
Modernization
Programme
Compete IDB/UKAIC 16,382,10( Bus_env/ | Act Long | Nat'l Grant
Caribbean DFID/CIDA Bus/ term
Coord
Table AN.A3iT EU (Summary of PSD Projects and Programmes)
Name Primary| Amount Classification
Donor | (USD) _ _
Obj Status| Time | Geog | Sector| Loan/Gran
frame| Reach
Agricultural IDB/EU| 15,000,00( Bus/ R&D/ | Act Nat'l | Agri Loan
Competitiveness Bus_env
Programme
Debt Reductién EU 114,874,80( Bus_env/ | Act Long | Nat'l Loan
Growth Enhancér Tax/ Other term
Prog(DRGEP)
Developing an EU 570,220 Bus/ Infra/ | Act Long | Nat'l | Ind Loan
Energy Serv Env term
Company (ESCO)
Ind in Jamaica
EPA Capacity EU 2,970,900 Trade&FDI/| Act Med | Natl | Agri | Loan
Building (10th EDF Bus_env/ term
Bus/ RD
European Banana| EU 55,456,80( Bus_env/ | Act Long | Sub | Agri | Loan
Support Programn Other term | reg'l
Jamaica EU 113,554,40( Bus_env/ | Act Long | Sub | Agri | Loan
Accompanying Other term | reg'l
Measures for Sugd
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Table AN.A41 IDB (Summary of PSD Projects and Programmes)

Project

Primary
Donor

Amount
(USD)

Classification

Obj

Status

Time
frame

Geog
Reach

Sector

Loan/Gran

Competitivene:
Enhancement
Programmié

IDB

60,000,00(

Tax/
Bus_env/ Fi

Conc

Long | Nat'l

term

Loan

Agricultural
Competitivene:
Programme

IDB

15,000,00(

Bus/ R&D/
Bus_env

Act

Nat'l

Agri

Loan

Transjamaican
Highway Proje|

IDB

70,000,00(

Infra

Act

Nat'l

Loan

Liquidity
Progranfor
Growth
Sustainability

IDB

300,000,00

Fin

Conc

Short
term

Nat'l

Serv

Loan

Island Outpost
Hotel Expansiq

IDB

12,000,00(

Fin

Med
term

Sub
reg

Serv

Loan

Improving the
Competitivene:
of Family Bus
through
Corporate
Governance

IDB

526,050

Bus_env

Act

Nat'l

Grant

Using
Intellectual
Property to
Improve the
Competitivene:
of Jamaican
MSMEs

IDB

149,050

R&D/Bus

Act

Long | Nat'l

term

Grant

Strengthening
and Promoting
Women's
Enterprise in
Jamaica

IDB

321,306

Gend

Act

Nat'l

Grant

Increased Beeg|
Production in
Eastern
Jamaica

IDB

149,350

R&D

Act

Sub
reg

Long
term

Agri

Grant

Centralized
Information
Technology
Systems for

SMEs

IDB

149,525

R&D

Act

Nat'l

Serv

Grant
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Project

Primary
Donor

Amount
(USD)

Classification

Obj

Status

Time
frame

Geog
Reach

Sector

Loan/Gran

Provision of
Remittance an|
Other Financia
Serv for the
Rural Poor in
Jamaica

IDB

210,000

Fin

Act

Sub
reg

Serv

Grant

JNCB
Expansion of
Financial Serv
for Small
Enterprises

IDB

462,000

Fin

Prep

Nat'l

Serv

Grant

Extending
Alnive Dispute
Resolution Ser|
to SMEs

IDB

150,000

Bus

Act

Nat'l

Serv

Grant

Microfranchise
as a tool for
Economic
Promotion of &
Risk Youth

IDB

150,000

Bus/Bus_en

Nat'l

Serv

Grant

Development ¢
Sports Bus
Value Chains i
Jamaica

IDB

150,000

R&D

Prep

Nat'l

Serv

Grant

Expanding
Access to
Financial Serv
for Rural
Microenterprist
in Jamaica

IDB

630,000

Fin/ Gend

Act

Sub
reg

Long
term

Loan

Support to
Promote Energ
Efficiency,
Energy
Conserin &
Sustainable
Energy

IDB

593,000

Infra

Act

Nat'l

Grant

Improving Fin 1
Women
Entrepreneurs

IDB

30,000

Gend/ Fin

Conc

Med
term

Nat'l

Grant

Project to
Improve
Livelihoods in
the Portmore
Causeway

Fishing Village

IDB

150,000

Bus

Act

Mun

Agri

Grant

199



Project Primary| Amount Classification
Donor (USD) _ _
Obj Status| Time | Geog | Sector| Loan/Gran
frame| Reach
Support to IDB 350,000| Bus Conc | Med | Nat'l | Agri Grant
Agricultural term
Competitivene:
Program
Studies for IDB 200,000| Tax Act Nat'l | Agri Grant
Agricultural
Sector Prioritie
Study Tour of | IDB 10,755 Bus/ R&D | Conc | Short| Sub | Agri | Grant
Jamaican term | reg
Farmers to
Dominican
Republic
Support for the 1DB 550,000| Other/ Priv | Act Nat'l | Serv | Grant
Privatization of
the Norman
Manley
InterNat'l Airpg
Project to IDB 265,000| Bus/Gend/ | Prep Mun | Agri | Grant
Improve Bus_env
Livelihoods in
the Portmore
Causeway
Fishing Village
Assessment ail IDB 657,231 Bus_env/ | Act Nat'l Grant
Implementatiot Coord/ Fin
of Bus Climate
Reforms in
Jamaica
Table AN.A57 IFC (Summary of PSD Projects and Programmes)
Name Primary| Amount Classification
Donor (USD) _
Obj Geog | Sector| Loan/Gran
Reach

First Jamaica IFC 25,000,00( Fin Nat'l | Ind Loan
MBJ Airports| IFC 5,000,00¢ Fin/ | Nat'l | Serv | Loan
Limited Infra
Transjamaicg IFC 85,000,00( Fin/ Natl | Ind Loan
Highway Ltd Infra
First Global | IFC 20,000,00( Fin Nat'l | Serv | Loan
Bank
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Name Primary| Amount Classification
Donor (USD) _
Obj Geog | Sector| Loan/Gran
Reach
JEP 3: WKPH IFC 20,00Q000| Fin/ Natl | Ind Loan
66MW to Infra
3000Q000
JPS Co. Il IFC 30,000,00( Fin/ Natl | Ind Loan
Infra
JN SBLL IFC 2,500,00( Fin Nat'l | Serv | Loan
MBJ ROS IFC 15,000,00( Fin/ Nat'l| | Serv | Loan
Infra

Table AN.A51T IIC (Summary of PSD Projects and Programmes)

Name Primary| Amount Classification
Donor | (USD) _
Obj | Geog | Sector| Loan/Gran
Reach
Jamaica Broilers lc 7,000,00( Fin | Sub | Agri | Loan
reg'l
Jamaica Broilers I lc 2,000,00( Fin/ | Sub | Agri | Loan
Infra | reg'l
Golden Grove Sugar | IIC 4,000,00( Fin | Sub | Agri | Loan
Company reg'l
Precise Technology lc 150,000 Fin | Sub | Serv | Loan
reg'l
Jamaica Teas Limited | IIC 500,004 Fin | Sub Ind Loan
reg'l

Table AN.A617 UNDP (Summary of PSD Projects and Programmes)

Name Primary| Amount Classification
Donor | (USD) | obj [ Status| Time | Geog | Sector| Loan/Gran
frame| Reach
Renaissance of Farming in the | UNDP | 40,000 Bus/ | Conc | Med | Sub | Agri | Grant
Christiana Area through R&D term | reg'l
Diversification and use of
Technology
Reducing Carbon Emissions tht UNDP | 28,000 Env | Conc | Med | Sub | Agri | Grant
the use of Solar Energy in Prote term | reg'l
Agri
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Table AN.A71 USAID (Summary of PSD Projects and Programmes)

Name Primary Classification
Donor -
Obj Geog Sector
Reach
Jamaica Farmers Access to Regi USAID | Env/ Bus/ | Subreg'l Agri
Markets Project (JA FARMS) R&D
Legs and Regs Development USAID | Bus_env Nat'l
Approvals Process Project
Protected Areas and Rural Enterj USAID | Env/ R&D | Subreg'l Agri/ Serv
Project

Table AN.A81 World Bank (Summary of PSD Projects and Programmes)

Name Primary| Amount Classification
Donor | (USD) [ Opj Geog Sector Loan/Grant
Reach

Rural Economic Developn| IBRD 15,000,00( Fin/ Bus Subreg'l | Agri & Serv | Loan
Initiative

Jamaica Energy Security § IBRD 15,000,00( Infra/ Fin Nat'l Ind Loan
Efficiency Enhancement

Project
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