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MULTIPLF: EXCNANG;E RATE 

L 1. 

that 

would not be devaluing the Jamaica dollar.  Thq-. Govexr~aresnt's main wnuern 

was the affect  which the  substituLbn of a new desecia ted  ra te  of exchange 

would have had on the prices of essent ial  consumer goods, B?y uausing the 

prices of these goods t o  be increased: the poorer sections of the p$opLe 

already hard pressed would have had an added burden plaaed on t h e m  which 

this Government was not prepared t o  do. 

On the other hand, we have been faced with the gact that many 

of our main export industries have become increasingly non-viable. Instead 

of heing m e t  contributors t o  the revenues of %he country, it is estimated 

t h a t  on the basis of the i r  present costs and the conversion of a i r  

foreign exchange receipts at the present r a t e  of exchange, they would 

incur losses which would resul t  i n  the  Budget having t o  provide a subsidy 

amounting t o  $57mn. for the financial year 1977/78. The main areas of 

subtsidy are: 

sugar $llmno 
Bananas 18m. 
Tourism 28mo 

_L_ 

Zn addition, the manufacturing sector has t o  improve its price cornpetitive- 
* 

ness if it is t o  increase $ pah. hozd i t s  own i n  the Jamaican market 
w .  

against imports. 

Calculations have shown tha t  since 1970. Jarns;~a's costs compared 

with those of its main trading partners have increased between 35% - 40% 

t o  o w  disadvantage i n  the period 1970 - 1976. No economy can make progress 

i f  i ts  m a i n  producing seators are dependent on budgetary aid for survival, 

because i n  the f ina l  analysis, the Budget i t s e l f  is dependent on the 

contributions it receives from a l l  the producing sectors. The present 

position i n  Jamaica is tha t  the Bauxite Industry is essent ial ly the only 

export industry making any ~ ~ , ~ ~ l ? : . ? h i l s  contribution t o  the .  Budget .. This 

si tuat ion has t o  be remedied and a l l  the main sectors revert t o  the  position 

where they make a fair contribution. To the extept that these seators are 



export oriented, the exchange ra te  does have an important effect  on 

their  viabi l i ty:  To the extent tha t  the sectors produce for the local  

market, the exchange ra te  appliaable t o  imports can resul t  i n  the locally 

produced item being uncompetitive with imports. 

Physical control on imports do prevent excess demand for 

imported goods being translated in to  increased imports. Such contrels 

however, cannot by themelves prevent shortages from developing of the 

relat ively low-priced imports and i n  the f ina l  analysis the existence 

of such cheaper imports tends t o  discourage local  production. 

The Government accordingly explored ways and means of deve$opiI?g 

an exuhange ra te  strategy which would provide positive incentives t o  the 

expansion of the  productive sector, particularly the export sectors, but 

avoiding a t  the same t i m e  the serious advantages which would flow from 

a wiikary devaluation. This examination and extensive stady'have zesulted 

i n  the Government being sa t i s f ied  tha t  it can f u l f i l  its international 

obligations; avoid the adverse price effects  of a unitary devaluation? 

obtain the behefits of a more viable export sector; make our loca l  

p~oduation more competitive with imports and reduce the burden on the 

Budget by adopting a system of multiple exchange rates.  

Under this system there can be more than one ra te  of ex-nge 

and it is possible t o  apply t h e  existing r a t e  t o  transactions involving 

the importatian of basic commodities consumd by the poor. Studies of 

t h i s  system have indiaated tha t  the administrative problems can beoom 

incxeasingly complex as the number of ra tes  increase, It has accordingly 

been decided tha t  we w i l l  adopt a Two-Rate System: The present r a t e  of 

J$0.9091=US$1.00 (fos convenience t h i s  w i l l  be called the Basic Rate) 

and a depreciated ra te  of J$1.25=US$1.00 or J$l.OO==USS.800 fnstead of 

US$1.10 as  a t  present, This represents a depreciation of 37.5%: Th i s  

r a t e  w i l l  be known 4s the Special Rate. Detailed administrative arrange- 

ments are being made i n  the Bank of Jamaica t o  put these two ra tes  in to  

ef fec t  but broad&, the Basic Rate w i l l  apply t o  the following 

transactions: 



(a) a l l  purchases and sales of foreign exchange 
by the Government; 

(b) a l l  basic foods: 
(out of a t o t a l  allocation for food of $7Om. 
the Basic Rate w i l l  apply t o  $6Chm. of these fmports). 

(c) Essential ~ ~ c a l  and pharmaceutical products; 

(d) ir~pz-ts of basic raw materia&$ by Jamaica Nutrition 
Holdings, sag. &at, soya beans, etc.; 

(e) animal feeds; 

( f ) fer t i l izers ;  

(g ) a l l  -bum imports; 

(h) a l l  purchases and sales  of foreign exchange by the  
bauxite and alumina sector; including t h e i r  1-1 
purchases of imported goods; 

fi) foreign exchange t o  s e t t l e  outstanding trade credi ts  
i n  respeck of goods which have already been cleared 
from the w h a r v e s  and sold a t  prices based on the 
existing ra te  of exchange; 

(j) certain swap arrangements with the conrasescial banks 
involving sa le  of foreign exahange t o  the Bank 
of ~amaiaa'bn a . b ~ - h c k  basis a t  a guardteed rate 
of exchahge. 

Further de ta i l s  6f some of the  above are given i n  the Appendix. 

A l l  other transactf ons involvim the pdghase and s$le ' of. 

foreign exchange Psi l l  bb a t  ths Special Rate SO thBt ,  fot-example, a l l  

export .receipts iM3Mlng t o w i s i  rreeipk& &oh be conn98rted -at -the 

Special Rate. 

In the ad@nistrative arrangements whiah have been devised, 

any person having a foreign exchange payment t o  make w i l l  apply t o  the 
ss-,:. . 

Bank of Jamaica i n  the usual way and the Bank w i l l  indicate on the 

Form F.E. the appotred ra te  of echange t o  be be. apbl&d by the t Y d x c i 9 1  

bank t o  the transac-ki~n. Importation of goods w i l l  be deal t  with a$ 
, - 

follows : 
. - 

(a) In the ease of appkicatPon for licences t o  the  Trade 
Adm+ristrator, t h e  licepce when granted w ; l l l , ~ c a t e  
whether the bsisfc rate of excdiang~ dppaies.. 

(b) Where Eicdntres have a l r e a ~ - b e e n '  issued and ordafrs 
placed, t h e ' b p o r t e r  or his commercial bank w i l l  

, .  submit the relevant documants t o  the Bank Q£ J d c a  - pribt' t o  e~ g w r  being c ~ i r e d  thraugh crmst:&tt~ a'' 
the relevant late w i l l  bq *@*ad. theseon. 
~ ~ p l i c a t i o ~ I i  ne&d tbt be h 5 e  far a ra te  to 'b8 stat8d ' 

when +he gmra q~ t ransnFzt io~ cMarly a m a c t  the  
special m t e  as '  ltn a l l  cages 'where fm ra te  is kWli&ted, 
the Smcia l  Rate applies. , 

INSTITUTE OF JAMkfGA ' 

WEST JNDIA ,R@FiSEECG;S. m V  



The relevant r a t e  w i l l  apply t o  the  calculation of duty for 

purposes of the Customs and any ad valorem duty and w i l l  be used when 

the importer is making a payment. By t h i s  arrangement the importer w i l l  

be able t o  price the goods on the basis of a known r a t e  of exdhange and 

the Prices Commission i n  making i t s  own computation for purposes of 

Price Control Orders w i l l  be using the approved ra te  of excharlge. 

The subsidies fromthe W g e t  for sugar, bananas, and 

tourism w i l l  be reduced by 55%. 

In the l ight  of the fact  tha t  basic foods and other essent ial  

items w i l l  be paid for  a t  the Basic Rate, .it is estimated tha t  approximately 

70% of the items entering the cost of living index would be unaffected 

and as  regards the  other 30%, it should be borne i n  mind tha t  only the 

import content would be affected. 

In order t o  put these arrangements in to  ef feat, the foreign 

exchange market w i l l  be closed from Satuxday 23rd April 1977 and w i l l  

re-open on the morning of Wednesday, 27th ~ p r i l  1977. An exception w i l l  

be made for  funds required for essent ial  travel.  

X t  is the  Government's hope tha t  as  a resul t  of these 

arrangements the productive sector w i l l  make every ef for t  t o  increase 

nroduction and particularly its export performance. 

DAVID H. COORE 
Minister of Finance & Plannfthg 

22nd April 1977. 



At)BEM)n 

Imports, the prices of which w i l l  not be affected by the 

multiple exchange rate: 

Counter Flour 

ming Flour 

Cornmeal 

Chicken necks and backs 

Frozen chi l led meats 

Corned Beef 

Salt Fish 

Milk and Dairy produots 

Milk Powder 

Soya Bean and p r o m s  

Pickled Beef  

Canned Sardines 

Canned Herrings 

Canned Mackerel 

Piokled Fish 

Pork T a i l s  

Infant Feeds 

Cooking O i l  

EsrbieIYtial Medical and -ulbl products 

Anlnal Feeds 

Fertilizers 

Gasolene 

Diesel O i l  

Fuel Oil 

Ksrosene Oil  

Cooking Gas. 
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