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PRIVATE SECTOR Focus

Deficit jumps over ten fold
T

HE PRELIMINARY OUT
turn of central gov-
ernment's accounts
for the first three
quarters of the fiscal
year 1996/97 showed

an overall deficit of J$16.3 bil-
lion which is 1120 per cent
higher than thej$1.33 billion
recorded for the correspond-
ing period of the fiscal year
1995/96. This raises the ques-
tion as to whether with the
departure of the IMF, the gov^~
ern merit of Jamaica has lost its
fiscal discipline. This situation
needs to be addressed so as to
get an understanding of the
implications that this lack of fis-
cal discipline has for the
Jamaican economy and also to
ascertain what is needed to
solve this problem. The defini-
tion of the government budget
deficit/surplus varies according
to the composition of the pub-
lic sector, and may be based on
any of the following alternative
measurements put forward 'by
the World Bank:

1. Central government only;
2. Consolidated non-financial

public sectors, which include
local government, social securi*
ty and non-financial public
enterprises;

3. Consolidated total public
sectot; which includes the cen-
tral bank and, sometimes, pub-
lic commercial banks.

Of these three measures-, the
third is the one which has the
greatest consequences for the
macro economy. It is generally -
agreed that the most compre-
hensive definition of the public

- sector is the most accurate. The
quasi-fiscal support of the Bank
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of Jamaica by absorbing its loss-
es is as essential a part of gov-
ernment's spending as is the
payment of teachers, nurses
and doctors. So in the analysis
of the budget as well as for the
prudence and profitability of
Government's operations,

these factors have to be consid-
ered.
* According to the Interna-
tional Monetary Fund (IMF),
for example, in the early 1990s
the Bank of Jamaica losses from
exchange rate guarantees
exceeded 5 per cent of GDP.

The Central Bank lends to the
public sector, including foreign
exchange lending, at below
market interest rates, and these
subsidised loans and loan guar-
antees extended by public sec-
tor financial institutions to spe-
cific sectors and groups of bor-

CSl Hanover Benefit leaps ahead
WESTERN BUREAU - IN THE
one year since the merger of
the Hanover Benefit Building
Society (HBBS) with the giant
amaica National Building

Society (JNBS), the local organ-
isation has shown significant
growth.

i The merger took effect on
February 27, 1996, and as of
January 31 this year, the savings
portfolio of the local branch

$50 million and 5,100
isavers, compared to the March

1^1, 199&, figures of $40 million
and 4,400 savers.

The mortgage portfolio also
jumped from the $15 million
recorded on March 1 last year
to $23 million nine months
later.

The picture is also rosy for
the parent Jamaica National,
which showed an asset base of
$10,8 billion at December 31,
1996, according to the unaudit-
ed balance sheets, chalking up
a milestone as the first building

society to top the $10 billion
asset mark..

Mortgage loans were in
excess of $5.3 billion, bringing-
the loan to asset ratio to 49 per
cent three per cent more than
March 1996. Total savings
were over $9 billion brought in
by 300,000 savers across 18
branches. And its capital
reserves were $1.4 billion, the
largest holdings of all the
building societies.

Merger
The figures were supplied by

Jamaica National's General
Manager, Lanny Reynolds, last
week at a function in the heart
of Lucea marking the first
anniversary of the merger and
die official opening of the local
branch under its new name
Jamaica National Building-
society - Lucea Branch. It is
managed by Gloria Tavares.
The HBBS name remains on

the side of the building along
with that of JNBS.

The branch's growth prompt-
ed the comment from former
HBBS Chairman and Gustos
Percival Miller, in his remarks
at the function, that "...many of

yo"u, including myself, had
f vague misgivings as to the out-
.come of this action. I know, for
myself, after a year, that I am
happy with the decision for this

-jmerger, as I realise that it was a
wise and profitable decision."

Mr. Miller is chairman of the
JNBS Regional Board.

Director of UNESCO and
Education Advisor to the
Caribbean Dr. Simon Clarke

. was guest speaker at the func-
tion and he detailed the history
of the building-and benevolent
societies in Jamaica, going back
to the days of Henry Clarke
and the formation of the
Westmoreland Building Society
in the early 1870s.

Dr, Clarke declared the new
branch open, while the dedica-
tion was done by Sector of the
Hanover Parish Church, ihe
Rev. Edward Jennings. The
function was chaired by Hugh
Small, QC, director of the JNBS
Board.

THE GRABHAM SOCIETY
OF OBSTETRICIANS AND GYNAECOLOGISTS

Announce

Annual Clinical Symposium
Saturday 8th March • lateraatiwal Wonans Day

8:30 a.m. CROWNEPLUA HOTEL

All are invited,

Banquet in the evening 8:00 p.m

COFFEE INDUSTRY BOARD
NOTICE RE: TENDER FOR PLACEMENT OF

INSURANCE FOR 1997/2000 FOR

COFFEE INDUSTRY BOAR* AND ITS SUBSIDIARY
COFFEE INDUSm DEVELOPMENT COMPANY LIMITED

Please be advised that the Briefing Session
originally scheduled for Thursday, March 13,
1997 at 10:00 a.m. has been brought
forward and will now fake place on Tuesday,
March 04, 1997 at 10:00 a.m. at the offices
of the Coffee Industry Board, Marcus Garvey
Drive, Kingston.

Specifications will be handed out at the start of
the Session.
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Read it in...

George Gayle

rowers affect the public sec-
tor's net financial position
even though they may not
show up in the central govern-
ment's budget as specific
expenditure items.

Capitol inflows
In recent months, the Bank

of Jamaica (like central banks
in many other countries),
aware that the country is expe-
riencing large capital inflows
has opted to increase reserves
and sterilise them rather than
let the domestic currency
appreciate freely.

As a consequence, the
domestic interest or acquisi-
tion cost is at a level which is
higher than the return on
these foreign reserves, giving
rise to losses' for the Bank of
Jamaica. These losses will have

to be carried by the govern-
ment. While if may be difficult
to quickly eliminate many of
these, which are subsidies

- implicitly provided through
quasi-fiscal operations,
acknowledging such activities
in the central government's
budget statements would
enhance the transparency of
policy. Over the longer term,
however, provisions of such
implicitly provided subsidies
should be phased out.

Empirical robust investiga-
tions on the relationship
between fiscal deficits and
growth 'm the economy show
that there is a negative rela-
tionship between the Budget
deficit and economic growth.
However, in the case of
Jamaica, the high external
debt of GDP Ratio (debt .crisis)
up to 1990 - partly induced by
fiscal mismanagement has
forced the authorities to rely
on internal financing for sub-
sequent deficits. This scenario
partially accounts for the par-
ticularly poor GDP growth
since 199fr (average economic
growth 1991-1994 is 0.8 per
cent). Strong economic growth
makes fiscal deficits less harm-
ful by allowing countries to sus-
tain tile macroeconomic
effects associated with them.
Hence, "the virtuous circle
between growth and good fis-
cal management is one of the

• strongest arguments for a poli-
cy of low and stable fiscal
deficits." Easterly and Schmidt
- Hebbel 1993.

New Trading Floor
Low membership available,

Direct access using computers.

Caribbean Commodity Exchange

website http://www.cceltd.com

Senior
Audit Manager

The Bank of Nova Scotia Jamaica Limited is
seeking the services of a Senior Audit Manager.
A key feature of the Bank's organization is the
strength and independence of its internal audit
function.

Applicants should have a sound academic back-
ground in Accounting, holding a CA or CPA
designation, and have at least 5 years of internal
or external audit experience. A sound background
in Audit Management and previous exposure in
the financial sector is a definite asset.

You should bring to this challenging position, a
demonstrated ability to plan and conduct audits
that evaluate the internal control systems over
business, support groups and to ensure appropri-
ate risk consideration for new products and sys-
tems. Afso important are strong analytical, organi-
zational, communication, leadership, and interper-
sonal skills, which enhance your ability to work
effectively in a team environment.

Relocation is required for an initial period, up to
12 months, for exposure to international bank
audit practices, after which occasional overseas
travel will be required.

We offer competitive compensation and excellent
opportunities for career and personal advance-
ment within a dynamic organization. To explore
your potential further, please send your resume
no later than March 12,1997, to:

The Bank of Nova Scotia Jamaica Limited
Assistant General Manager, Human Resources
Scotiabank Centre
Corner of Duke & Port Royal Streets
P.O. Box 709, Kingston, Jamaica W.I.
We thank all applicants however only those under consideration
will be contacted We regret we are unable to accept phone calls

Scotiabank Jamaica
yocrr» mat* wtttt urn.
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