Small Businesses a Way Out of Poverty
“The advantage of economic growth is not that wealth increases
happiness, but that it increases the range of human choice.”
These words were written in 1955 by Arthur Lewis, a Caribbean scholar
and Nobel laureate in economics
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1. Introduction
1.1 Unemployment and Poverty at a Glance
Unemployment and Poverty are the two major challenges that are facing
the Jamaica Economy at present. Unemployment leads to financial crisis
and reduces the overall purchasing capacity of a nation. This in turn results
in poverty followed by increasing burden of debt. Now, poverty can be
described in several ways. As per the World Bank definition, poverty
implies a financial condition where people are unable to maintain the minimum standard of living.
Poverty can be of different types like absolute poverty and relative poverty. There may be many other
classifications like urban poverty, rural poverty, primary poverty, secondary poverty and many more.
Whatever be the type of poverty, the basic reason has always been lack of adequate income. Here comes
the role of unemployment behind poverty. Lack of employment opportunities and the consequential
income disparity bring about mass poverty in most of the developing and under developed economies of
the world, no exception for Jamaica.
“Poverty, Unemployment and Inequality in Jamaica rank among the worst in the
Americas despite the progress made by the debt-exchange programme, according to an
International Monetary Fund (IMF) report published this month.”
1.2 Unemployment
(STATIN – Labour Force Survey, July 2011)

The Statistical Institute of Jamaica’s Labour Force Survey indicated that
the unemployment rate as at October 2011 was 12.8 per cent. This was 0.8
percentage point, higher than in October 2010.
Data from the Statistical Institute of Jamaica’s Labour Force Survey
indicated that the employed labour force recorded a net decline of 1,300
persons compared with October 2010. The decline in the employed labour force reflected lower levels of
employment in six of the sixteen industry groups. The largest declines were recorded in Agriculture,
Hunting, Forestry & Fishing (down 29,100 persons); Education (down 5,000 persons); and Financial
Intermediation (down 1,700 persons). The sharp downturn in employment in the Agriculture, Hunting,
Forestry & Fishing industry was largely attributed to among other things, a fallout in the coffee industry.
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In 2010, the number of unemployed persons increased by 7.2 per cent, resulting in an increase in the
average unemployment rate to 12.4 per cent from 11.4 per cent. The female unemployment rate, which
consistently exceeds that of males, was 16.2 per cent compared with the male unemployment rate of 9.2
per cent. An analysis of average unemployment rates for the last 30 years showed that the current rate
represents the highest rate recorded since 2004.
An examination of the unemployment data for the period 2001 to 2010 showed that the youth
unemployment rate averaged 27.7 per cent, while the adult unemployment rate averaged 8.5 per cent.
Table 1 Labour Force Indicators 2010 - 2011

BOTH SEXES

October 2010

July 2011

TOTAL POPULATION

2,702,300

2,709,300

Labour Force

1,240,100

1,236,200

Employed Labour Force

1,091,100

(88 %)

1,084,300 (87.7%)

149,000

(12 %)

151,900 (12.3 %)

Unemployed Labour Force

Source: STATIN – Labour Force Survey, July 2011

1.3 Poverty
1.3.1 Issues and Challenges
(See: Jamaica Country Assessment Report 2012)

The increase in poverty since 2008 has effectively undermined the declines
observed over the past eight years. Poverty has increased in all regions
since 2008 with KMA and Rural Areas recording the largest increases.
Since 1989, analyses of the data derived from the Jamaica Survey of Living
Conditions, which is the instrument used to measure household consumption and estimate poverty
prevalence, and other studies have been taking place.
Table 2 Poverty Rates (per cent)
Region

2007

2008

2009

2010

KMA

6.2

7.0

12.8

14.4

Other Towns

4.0

10.7

10.2

11.6

Rural Areas

15.3

17.0

22.0

23.2

Jamaica

9.9

12.3

16.5

17.6

Source: Jamaica Survey of Living Conditions 2010 & Jamaica Country Assessment Report 2012

These assessments reveal that the cyclical nature of poverty among households leads to similarity
between causes and effects of poverty over time. In addition, many of the factors impacting poverty
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have an inter-generational dynamic that re-creates the manifestations of poverty where they are not
curtailed. The major issues highlighted are:


Lack of economic opportunities leading to underemployment, unemployment and low wage
employment



Poor rural sustainable development impacting the opportunities and livelihoods of rural
households



Low educational and skill levels



Low income earning capability



Inability to access basic social services



High levels of risk from exposure to natural hazards and poor environmental practices.

1.4 Unemployment Leads to Poverty
Jamaica Country Assessment Report
Source: Planning Institute Jamaica April 2012

“The prevalence of poverty at the national level was 17.6 per cent in 2010 compared with 16.5 per
cent in 2009 (see Table 1). Prior to 2007, both nationally and regionally, poverty had generally shown a
trend of decline. However, in 2008, with the increase in food and oil prices and the subsequent onset of
the global economic crisis in 2009, poverty rates began to increase and have been trending upwards
since. Regionally, Rural Areas continued to maintain the highest prevalence of poverty recording 23.2
per cent, double the prevalence in Other Towns (11.6 percent) and 1.6 times that of the KMA (14.4 per
cent). Under Vision 2030 Jamaica, a poverty prevalence rate of 12.1 per cent was projected for 2012. It
is unlikely that this target will be achieved in light of the prevailing situation.
The overall rate represents an increase in the proportion of individuals who were consuming a value of
goods and services below the poverty line. This was influenced by a combination of factors, including
high food prices and the decline in employment in several industries (including Mining &
Quarrying, Construction & Installation and Manufacturing). These partially reflect the lagged effect of
the global recession.”
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2. Small Businesses a Way Out of Poverty
2.1 Introduction
In situations of entrenched poverty micro-enterprises arguably offer individuals
a way of supporting themselves and their families. However, while the data
suggest that a large number of people start micro-enterprises, only a small
number actually succeed in developing their enterprise and generating a
sustainable living from it. Two questions therefore need to be addressed: first,
what resources and strategies enable some individuals to gain sustainable
livelihoods from their micro-business, while others fail? Second, drawing on these resources and
strategies, can we develop social policies and programs that would assist other people living in poverty
to earn sustainable livelihoods from their micro-business activity .
2.2 Sources of Unemployment
Lack of effective aggregate demand of labor is one of the principal reasons for unemployment. In the
less developed economies a substantial portion of the total workforce works as surplus labor. This
problem is particularly prevalent in the agricultural sector. Due to excess labor, the marginal
productivity of the workforce may be zero or even negative. This excess pool of labor is the first to
become unemployed during the period of economic or social crisis.
When a capitalist economy undergoes some dynamic changes in its organizational structure, it results in
structural unemployment. This type of unemployment may also emerge if the lack of aggregate demand
continues for a substantially long period of time. In case of frictional unemployment, workers are
temporarily unemployed. There may be cases of hidden unemployment where workers restrain
themselves from working due to absence of appropriate facilities.
2.3 Unemployment and Poverty
It is true that unemployment and poverty are mostly common in the less developed economies.
However, due to the global economic recessions, the developed economies are also facing these
challenges in the recent times. The US subprime crisis and its wide spread impacts have played a major
role in worsening the situation.
In India, the problems of unemployment and poverty have always been major obstacles to economic
development. Underemployment and unemployment have crippled the Indian economy from time to
time. Even during the period of good harvest, the Indian farmers are not employed for the entire year.
Excessive population is another major problem as far as Indian economy is concerned.
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2.4 Measures to Prevent Unemployment and Poverty
Economic reforms, changes in the industrial policy and better utilization of
available resources are expected to reduce the problem of unemployment and
poverty that results from it. The economic reform measures need to have
major impacts on the employment generating potential of the economy. The
governmental bodies are also required to initiate long term measures for poverty alleviation.

1. Strengthen Small business for Sustainable Development
2. Generation of employment opportunities and
3. Equality in income distribution
are the three key factors that are of utmost importance to deal with the dual problem of unemployment
and poverty.

3. Strengthen MSMEs for Sustainable Development
Small businesses are sources of employment and providers consumers of goods and services that sustain
the local economy. Their operation should support the local ecology, minimize energy use and waste,
and utilize recycled products and materials.
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3.1 Jamaican MSMEs
(Vision 2030 p147 187)

Groups & Categories of MSMEs
Groups of MSMEs

Categories of MSMEs

1.Trade

1.Enterprises operated for survival (Poverty)
1a. Start – Ups for ( Survival / Employment)
1b. Skill based enterprises (Family Business)
1c. Knowledge based enterprises (Graduates)

2. Non-Trade

2. Enterprises operated for survival (Poverty)
2a. Start – Ups
2b. Skill based enterprises

Industries / Sectors/
Clusters

2c. Knowledge based enterprises

Fashion, Craft, Food ,
Furniture

3. Supportive
services

3a. Start – Ups
3b. Skill based enterprises
3c. Knowledge based enterprises

A.Vouranis CTA 2012
Micro, Small and Medium-Sized Enterprises (MSMEs) play an
important role in the economic development of many countries, and
represent the main source of new business start-ups, with the
potential to contribute to economic growth and innovation. They
represent a particularly important sector of the Jamaican economy,
and include the subset of Micro and Small Enterprises (MSEs).
Labour force data indicate that the “Own Account” category (representing sole traders) accounted for
411,600 persons or aprox. 34.5 per cent of the total employed labour force in 2010.
In addition, MSEs make an important contribution to gender equity in the local economy, with women
representing 56 per cent of the labour force in MSEs.
There is also a strong linkage between MSEs and the informal sector, as many MSEs operate informally.
A recent study suggests that if the contribution of the informal sector were taken into account, it would
increase the size of our registered GDP by a range of 40 per cent - 44 per cent for the period 20002001.155 Almost half of all MSEs and informal enterprises are engaged in the wholesale and retail
trade, with education, social work and other personal services accounting for 22 per cent.
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EMPLOYED LABOUR FORCE BY EMPLOYMENT STATUS (`000)
2009-2010
BOTH SEXES

Annual 2009

Annual 2010

Paid Government Employee

142,500

138,100

Paid Non-Government Employee

517,800

493,700

Unpaid Worker

14,300

Employer

33,600

13,300
35,700

Own Account Worker

414,000

411,600

Source: Statistical Institute of Jamaica

3.2 Issues and Challenges
(Vision 2030 Document )
Capacity Constraints of MSMEs
Despite their importance to the economy MSMEs are subject to a range of capacity constraints which
must be addressed to enable their full development. These include: limited access to credit; limited
technical, human and institutional capacity; inadequate entrepreneurial skills; high levels of informality;
and relative lack of economic linkages and market access.
Limited Data and Information on MSMEs
There is inadequate information on size and characteristics of MSMEs and the informal sector. Financial
support and attention will need to be placed on obtaining the necessary data to inform the decisions that
must guide the planning and development of MSMEs and the informal sector.
The National Strategies, an elaboration of each and some selected sector strategies are listed below.
3.3 Develop the Capabilities of MSMEs Enterprises
Jamaica will enhance the role played by Micro, Small and Medium-Sized Enterprises (MSMEs) in
building the economy by developing their capacities and improving the channels through which they
participate in economic activities.
MSMEs are found in all productive sectors and benefit from the broad measures taken to develop these
sectors. However, these enterprises have certain characteristics that require specific measures to meet
their particular needs, which will be addressed under the Vision 2030 Jamaica – National Development
Plan. These measures include steps to: widen the channels through which MSMEs can obtain
financing; develop the technical and organizational capacity of MSMEs; strengthen the capacity of the
industry organizations that represent MSMEs including the Small Business Association of Jamaica
(SBAJ); provide ongoing training programmes to build human capital in MSMEs; develop economic
linkages to other MSMEs and to the formal sector; and implement programmes that will encourage more
MSMEs to enter the formal sector over time.
9

Information Researched by A. Vouranis

Small Businesses a Way Out of Poverty

3.4 Selected Sector Strategies
• Provide training and capacity development for MSMEs
• Expand credit facilities for MSMEs
• Increase awareness and information on business opportunities and programmes for MSMEs
• Promote and develop entrepreneurship
• Increase and strengthen acquisition, analysis and application of data and information on SMEs and the
informal sector
• Enhance and streamline processes for formalization of informal enterprises and individuals
• Strengthen the capacity of industry organizations that represent MSMEs
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All Papers Can be found on:
http://www.vouranis.com/downloads.html

Papers to Read
Vision 2030 Jamaica National Development Plan
PIOJ Country Assessment April 12 Report 2.1.5 Pg 27-28

UNDP & GOJ Country Programme Action Plan

UN Assistance Framework Jamaica 12-16 Page 20-22

Common Issues
Unemployment leads to Povert
 Lack of economic opportunities leading to underemployment, unemployment and low wage
employment


Inability to participate adequately in the work force low capacity (skills)

 Low income earning capability
A. GOJ Papers Relevant to Jamaica Development
Vision 2030 Jamaica National Development Plan
A1. jam_vision_2030_ndp_full_paper.pdf
A2. jam_vision2030_medium_term.pdf
A3. jam_vision_2030__present_aug012.pdf

PIOJ Country Assessment Draft APRIL 2012
A.4 jam_pioj_country_assessment.pdf
Ministry of Industry, Investment & Commerce

MSME & Entrepreneurship Policy
A.5 jam_moi_msme_draft_policy_12.pdf

B. UN Papers Relevant to Jamaica Development
United Nations Development Assistance Framework Jamaica 2012-2016
B1. un_jam_undaf_2012-2016.pdf
UNDP & GOJ Country Programme Action Plan

B.2 un_jam_cpap_2012-2016.pdf
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