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PRIVATE SECTOR WORKING GROUP (PSWG) 

ON TAX REFORM 
 

equity ● simplicity  ● efficiency  ● growth   
 

FACT SHEET 
 

WHY TAX REFORM? 

 

1. Jamaica is at a critical economic crossroad.  Unless decisive action is taken to implement promised 

economic reforms on a systematic basis and Jamaica’s position with the IMF is regularised to 

ensure continued support, the country faces a major economic crisis with the potential to reverse 

our social and economic development by several decades. This Tax Reform proposal represents 

decisive action. 

 

2. Tax reform is necessary .The current taxation system is riddled with provisions favouring a limited 

number of taxpayers and is cumbersome. These provisions  

 

• breed perceptions of unfairness;  

• create opportunities for manipulation of rules to avoid tax;  

• encourage the inefficient use of our economic resources; and  

• inhibits economic growth. 

 

WHO IS THE PSWG AND HOW DID THE PROPOSED TAX REFORM COME ABOUT?  

 

3. In April 2011 the Government published a Green Paper on Tax Reform.  A Green Paper is a 

document used by Government to outline its preliminary thinking on a matter and to invite the 

public to comment on same.  A Parliamentary Committee on Tax Reform was subsequently set up 

to consider submissions made by members of the public. Having considered submissions made, 

the Government will ultimately issue a second document (known as a White Paper) which will set 

out its official policy position on Tax Reform with a view to proceeding to the implementation 

phase.   

 

In response to the Green Paper (and with the encouragement of the previous administration), 

industry leaders engaged in a process of consultation in an effort to develop a consensus on a 

single package of tax reform proposals as opposed to each association developing its own set of 

proposals and separately submitting same to the Parliamentary Committee.   

 

A Private Sector Working Group (PSWG) on Tax Reform was subsequently formed and consisted 

of a broad cross section of business organisations including the PSOJ (representing some 21 

business associations), JMA, JEA, JCC, JAPA, JAS, JBA, JHTA, IAJ and the MSME Alliance 

(representing some 35 business associations).   All associations have endorsed the package of tax 

reform proposals now submitted to the Parliamentary Committee with the exception of the JAS 
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and JHTA which are continuing their process of evaluation and internal consultation. It is also 

hoped that these associations will endorse the submitted proposals in due course.     

 

4. The Private Sector Working Group (PSWG) on Tax Reform submitted its proposal to the 

Parliamentary Committee on Tax Reform on February 15, 2012.  

 

IS THE TAX REFORM SUBMITTED BY THE PSWG MERELY TO PUSH THE AGENDA OF THE PRIVTE 

SECTOR WITH LITTLE REGARD TO INTERESTS OF CIVIL SOCIETY AND WIDER JAMAICA?  

 

5. Today we face our greatest challenge as a country.  While we celebrate 50 years of political 

independence this year we are yet to achieve true economic independence in which all Jamaicans 

have a stake. Jamaica cannot continue along the same path it has travelled.  For too long our 

national interest has been subordinated to short-term political and other special interests.  What 

is urgently required are national solutions which PUT JAMAICA FIRST.  While this proposal 

emanates from the Jamaican private sector, it should be considered as a national initiative in 

which everyone has a stake, and in which everyone bears some responsibility for its success.  

 

6. The level of national collaboration in this process has also been unprecedented. In developing 

these reform proposals, extensive consultation was undertaken not only within the private sector 

but also with a variety of civil society groups. The PSWG also invited Mr. Lloyd Goodleigh to 

observe and participate in the Working Group’s deliberations on behalf of the Labour Unions. In a 

spirit of openness, extensive co-operation was also received from the Ministry of Finance (MoF), 

Tax Administration Jamaica (TAJ), Jamaica Customs, the Ministry of Labour and Social Security 

(MLSS), the Ministry of Local Government (MLG) and the Planning Institute of Jamaica (PIOJ).  The 

Inter-American Development Bank (IDB) also funded the engagement of an economist who 

conducted economic modelling analyses as part of the process.  

 

7. The package of tax reforms proposed has been designed with a view to ensuring that Jamaica 

implements a tax regime which is more equitable, transparent, accessible to all Jamaicans, and 

in particular, which provides greater resources to be made available to serve and protect the 

most vulnerable in our society.  It also requires that all Jamaican citizens play their part as 

responsible tax-paying citizens and shoulder their fair share of taxes. The over-burdened 

community of compliant taxpayers cannot be expected to continue to pay for the public services 

etc. from which everyone benefits. 

 

HOW WAS CONSENSUS BUILT IN FORMULATING THE PSWG TAX REFORM PROPOSAL? 

 

8. From the outset, the PSWG recognised that a structured approach would be necessary in order to 

build trust and pursue a degree of consensus among the many associations and their 

representatives who participated in the process.  At an early stage (before specific reform 

measures were tabled for consideration), the PSWG developed and agreed upon a list of 

underlying principles that would be used as a yardstick in evaluating each measure.  There were 

four (4) principles which informed the eight (8) criteria.  These principles were equity, simplicity, 

efficiency and growth on the basis of which the following was agreed:  
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1) The transformation of Jamaica’s economy must involve significantly increasing 

production (of both goods and services) relative to consumption as well as promoting savings 

(locally).  Consequently the reformed tax system should be supportive of production in priority 

to consumption while also encouraging the population to save locally. 

2) The reformed regime should where possible avoid discouraging local production or 

incentivising the consumption of imported goods and services over their locally produced 

equivalent.  

3) The pursuit of social welfare objectives through our tax system has distorted our tax 

system.  These distortions should be phased out and replaced by targeted direct expenditure 

programmes to assist those most in need.  

4) Comprehensive tax reform should involve the implementation of a generally 

competitive tax regime which acts as a catalyst for economic development and is 

characterised by equity and competitive tax rates.   

5) Given the competitive challenges already faced by Jamaica’s business sector (e.g. low 

economies of scale, logistical challenges, high costs of inputs etc.), our tax regime should, 

where possible, avoid further weakening our competitiveness.  In formulating the incidence of 

taxation, care must be taken to ensure where possible that taxes are not imposed in a manner 

which significantly adds to the underlying cost structure faced by Jamaican producers.      

6) With a view to improving efficiency, the reformed tax regime should minimise the 

extent to which taxpayers are required to secure approvals etc. in order to conduct their 

affairs. 

7) Our tax regime should be efficient and effective in terms of administration and ease of 

compliance.  It should contain features to encourage compliance and deter evasion as well as 

measures to counteract the competitive disadvantage faced by compliant taxpayers. 

8) It is important that our tax regime be consistent and compatible with any international 

commitments Jamaica has made.  

 

These along with specific principles agreed in respect of each category of taxes assisted the various 

associations in walking along a path towards consensus on a non-sectoral basis through the 

application of these criteria.         

 

WHAT ARE THE OBJECTIVES OF PSWG’S TAX REFORM PROPOSAL? 

 

9. The Working Group identified four (4) principles that guided the formulation of the reform 

proposal – a competitive general tax system for Jamaica that: 

 

• …is equitable 

• …is a catalyst for development and promotes economic growth  

• …is characterised by simplicity and competitive rates; and 

• …is administered in an efficient and effective manner 

 

10. The outcomes will be to:  

• Promote a rise in the standard of living for all, particularly the least able in society. 

• Raise additional revenue towards balancing the fiscal budget. 
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• Spread the burden of taxation in an effort to close the loopholes, reducing the burden of 

those who have been compliant and bringing in line those who have not been compliant.  

• Meet a fundamental condition of the IMF 

 

11. In order to make progress towards the objectives, Jamaica's tax code needs to be reformed 

drastically.  Addressing some parts without attending to others will result in even greater 

confusion and will perpetuate the existing inequities.  The approach to tax reform must therefore 

be holistic and comprehensive.  It is on this basis that broad, sensitive private sector consensus 

has been achieved. 

 

WHAT ARE THE EFFECTS ON THE ECONOMY OF THE PROPOSAL? 

 

12. The reform package is positive, to the extent of approximately $7.29 Billion. In total, there is a 

swing of about J$9.5 Billion from income to consumption taxes. 

 

13.  The shift from income taxes, which the self-employed seem to be able to easily evade, to 

consumption taxes where evasion is more difficult, should lead to further revenue enhancement. 

 

14. Full implementation of the proposed suite of reforms represents a critical step towards 

stimulating the Jamaican economy and placing the country on a sustainable path of economic 

growth. 

 

15. The reform plan is also designed to benefit the least able in the society. The real income and 

social benefits of the most disadvantaged in society will ultimately rise. 

                                                                                                                                 

The following table summarises under two broad categories, the strategic objectives which the 

proposed reform pursues: 

 

PROMOTION OF ECONOMIC GROWTH & 

BUSINESS DEVELOPMENT 

SHIFTING AND SHARING THE TAX BURDEN 

• Stimulating the Jamaican economy 

and creating jobs 

• Reducing the current burden of 

compliance for taxpayers 

• Implementing  a competitive 

general tax regime 

• Modernising the tax system and 

simplifying the overall tax structure 

• Enhancing overall competitiveness • Enhancing tax administration 

• Implementing  performance-based 

initiatives 

• Strengthening tax collection at our 

ports 

• Supporting the micro and small  

business sector 

• Pursuing everyone to pay their fair 

share of tax 

• Enhancing linkages with and 

protection for local agriculture and 

manufacturing 

• Reducing scope for tax evasion 

• Maintaining compliance with 

international obligations 

• Strengthening welfare support for 

the poor 
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• Promoting environmentally  

sustainable initiatives 

• Increasing the take – home pay of 

the lower paid 

• Facilitating land titling reform  • Eliminating poorly targeted 

expensive social taxation measures 

 

 

 

WHAT ARE THE BENEFITS OF PSWG TAX REFORM PROPOSAL FOR JAMAICA? 

 

16. Properly designed and implemented, comprehensive reform of our tax system has the capacity 

to:  

a. stimulate economic growth and job creation; 

b. generate much needed tax revenues and reduce our dependency on debt; 

c. fund the provision of better and more extensive public services (including greater support 

for our poor and marginalized citizens) and infrastructural investment.   

 

17.  Specific measures that should have a meaningful stimulative effect on the economy and in turn 

support further job creation include:  

a. Tax Rate Reductions: A 28% reduction in the standard rate of GCT (i.e. from 17.5% to 

12.5%), the introduction of a reduced PIT rate of 15% (i.e. 40% less than the current PIT 

rate) and a 54% reduction in the standard CIT rate (from 33⅓% to 15%). 

 

b. Making formal employment more affordable: A give-back of J$3.84 billion to 268,000 

PAYE workers (i.e. 87% of all PAYE workers) under the PIT/payroll tax reform , a 2% 

reduction in statutory contributions payable (i.e. thereby making the formal employment 

of labour less expensive) and the implementation of a 25% PAYE tax credit incentive 

programme specifically designed to stimulate the creation of new jobs reported through 

the payroll tax system, and to encourage companies to bring casual workers into the PAYE 

system. 

 

c. Injection of stimulus monies into the economy: Repayment/monetisation by the 

Government of Jamaica of the very significant withholding and other tax arrears 

(preliminary estimate J$15 billion +) as part of the reform effort. This will substantially stay 

in the economy and have a positive stimulus/multiplier effect.   Allocation of J$2 billion of 

budgeted expenditure to a Social Fund to support society’s most needy and a further 

J$500m to support the growth of micro and small businesses across all sectors through a 

capacity building fund along with complementary land titling reform initiatives.  

 

d. Enhancement of overall cost competitiveness of Jamaican businesses: abolition of 

Advanced GCT/customs user fee/ environmental levy/standards compliance fee (SCF) 

regimes which are all non-recoverable and the replacement of same with the imposition 

of an Advanced Tax Payment (ATP) regime which is fully recoverable by compliant 

registered taxpayers. Other measures include the removal of customs duty and ASD (i.e. 

significant non-recoverable taxes) from critical productive inputs, and the reduction in 

employer contributions for lower paid workers. The imposition of GCT on goods that are 
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currently exempt enables local producers of these goods to fully recover GCT on their 

inputs (which currently must be absorbed and added to their cost structure). Finally the 

proposed reform also addresses and eliminates a number of anomalies and arbitrary 

measures in our present GCT regime that require registered GCT taxpayers to have to 

either absorb GCT on certain inputs permanently or recover over a period of time. 

 

e. Enhancing linkages with local agriculture and manufacturing:  It widely accepted that 

Jamaica needs to strengthen linkages between its various industry sectors in an effort to 

achieve greater import substitution and enhance our international competitiveness.  The 

PSWG proposes to establish a Linkages Committee comprised of representatives from the 

public sector along with the various industry sectors, which will provide a forum to 

strengthen linkages among sectors. 

 

HOW WAS THE $7.29B NET POSITIVE IMPACT FOR TAXES ASSESSED IN TERMS OF IMPACT ON 

AGGREGATE DEMAND, OUTPUT, EMPLOYMENT AND SOCIAL STABILITY? 

 

18. The PSWG used a Computable General Equilibrium Model (CGE Model) to assess the impact of 

the various reform options reviewed. In terms of the reform’s impact, a number of points are 

relevant: 

• The combination of PIT and Payroll tax reforms will increase the disposable income of 267,000 

lower income PAYE wage earners in the amount of $2.8 Billion. Given the higher marginal 

propensity to consume at lower income levels, this measure is likely to impact positively 

rather than negatively on aggregate demand. While higher income PAYE wage earners will 

face increases in tax liabilities, the effects are small enough as to unlikely affect spending 

patterns. 

• The reform provides for $2 billion in social welfare transfers to the poorest 40% of the 

population, allowing persons in this category to maintain and increase their existing 

consumption patterns. 

• The effect of the removal of GCT exemptions on general price levels will be moderated by the 

reduction in the headline rate of GCT from 17.5% to 12.5%, as well as the removal of the CUF, 

EL and SCF (2.8% in aggregate) at the ports, which will produce a stimulus in consumption 

through overall price reductions.  Price level increases on basic food items will also be 

moderated by the ability of wholesalers and retailers to fully recover GCT input tax credits on 

raw materials and overheads. 

• Investment, output and employment growth is highly incentivized by this reform package 

through a combination of lower tax rates and compliance burdens and specific incentives 

provided for job creation. See also FAQ 2 below. 

• The tax  reform provides a greater level of certainty by investors across the board who will no 

longer have to rely on discretionary waivers by the minister which are arbitrary and not 

available to those investors with ‘less access.” 

• Finally, the reform proposals call for the monetization or repayment of outstanding arrears in 

respect of withholding taxes and GCT refunds owed to taxpayers in an amount in excess of 

$12 billion, which will provide a one-off fiscal stimulus that will serve to counteract the 

additional revenue take from the economy. 
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WHY IS THE PROPOSED REDUCTION IN CORPORATE TAXES FROM 33.33% TO 15%?  

 

19. The rate at which corporate earnings will be taxed under the revised regime is equivalent to the 

25% top rate of personal income tax. This is so because in addition to the 15% corporate income 

tax (CIT), companies will also be liable to a newly imposed 10% dividend withholding tax upon 

distribution of their earnings.  

 

This design was driven by the following considerations: 

• establish a competitive rate of CIT when benchmarked against our key regional competitors 

(who also currently offer a range of sectoral incentives which are proposed to be removed in 

the case of Jamaica);  

• offer an attractive alternative (when combined with other indirect tax reforms proposed) to 

sectors which are currently incentivised and offer no CIT contribution. This is particularly 

urgent, as Jamaica needs to offer an alternative to existing export-driven incentives by 2015 

(especially for the goods-producing sector).  

• pursue a key broader objective of lowering tax rates and broadening the tax base 

• stimulate Jamaica’s indigenous private sector so that local businesses (whether large or small) 

can play their key part in economic development alongside foreign direct investment (FDI) 

attracted to the Island.  

• Incentivize companies to reinvest profits in their businesses for expansion. 

• incentivise greater levels of tax compliance by companies (along with strong administrative 

measures). 

 

20. There is a large body of international literature that finds a causal link between reductions in 

corporate tax rates and future economic growth potential. One particular study, published in the 

Journal of Public Economics and based upon research in 79 countries, estimates that “a cut in the 

corporate tax rate by 10 percentage points will raise the annual growth rate by one to two 

percentage points.” 

 

The surest solution to the high level and unsustainability of Jamaica’s debt is the achievement of 

sustained higher rates of growth and job creation in the economy, and this reform element is the 

centerpiece of a series of measures designed to accomplish just this. 

 

WHAT IS THE IMPACT OF PROPOSED TAX REFORM ON THE JAMAICA JUNIOR STOCK EXCHANGE 

(JJSE)?  

 

21. Under the reform proposal, new listings would continue to enjoy full tax relief for the 5-year 

incentive period exactly as they do now. While the reform contemplates that there will be no 

second five-year period of partial income tax relief, it should be borne in mind that JJSE listed 

companies would enjoy a 15% tax rate during the second five years and into perpetuity. Currently 

JJSE listed companies pay tax in the second five-year incentive period at a rate of 16.67% (50% of 

33.33%), so they will actually be better off under our proposals. Finally, the purpose of the JJSE is 

for companies to be able to raise capital, and the 5 year tax concession ought to be viewed as a 

secondary feature for listing, and not the primary driver as this would imply that the JJSE is merely 

a means of tax avoidance. 
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HOW IS THIS TAX REFORM PROPOSAL EQUITABLE?  

 

22. Data reviewed by the PSWG indicates clearly and unequivocally that the policy of exempting 

selected goods from GCT is not having the social welfare impact that they were designed to 

achieve. Taxes are “non-targeted” instruments, which means that a tax exemption intended to 

help the poor, is helping the rich more. For example, a GCT exemption for basic foods may be 

intended to help the poor, but the fact is that such products are consumed by middle- and upper- 

income citizens also, and in greater volumes, so that the GCT exemption flows to wealthier 

Jamaicans, more than it does to the poor.  

 

Indeed this is a not a new phenomenon, as demonstrated by data from 1988 included in the 

submission, which suggests, by reference to the consumption patterns of these products across 

the various income bands, that for every $100 of revenue that the Government gives up by 

exempting basic foods from GCT, only approximately $14 actually benefits the poorest 20% of our 

population. In fact the same studies estimated that the benefit of these exemptions to the 

wealthiest 20% of the population amounts to $26 - incredibly, almost twice the level of benefit 

enjoyed by the poorest 20% of the population. This effect is demonstrated in the chart below, 

which shows the benefit of these exemptions at the current GCT rate, by income decile (each bar 

represents 10% of the population) from lower incomes on the left and moving up the income 

distribution to the right: 
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The “equity” in our proposal is in removing this subsidy from the wealthy, and using a significant 

proportion ($2 Billion) of additional revenues to directly aid the most vulnerable in the society. 

 

 

WHY IS COMPREHENSIVE REFORM OF OUR TAX SYSTEM REQUIRED?  

 

23. Tax systems are complex and have many component parts.  Like a well-designed and finely tuned 

engine, these parts can work together harmoniously and deliver high performance.  In contrast, a 

tax system that is poorly designed and maintained will deliver sluggish performance and repeated 
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tinkering with individual component parts can inflict significant damage and require significant 

overhaul. Tax reform involves a process whereby the design and operation our tax system is 

carefully evaluated with a view to identifying what corrective action (both policy and 

administrative) is needed to optimise performance.  Properly implemented, this overhaul can 

enable our tax system to fire on all cylinders to produce greater tax revenues and drive us 

forward on a path to a better future.  The results of successful tax reform therefore have a critical 

and direct impact on our nation and on our lives as citizens.  

 

The PSWG’s submission states that the endorsement of each association is conditional on the 

proposal being implemented in its entirety.   This suggests full implementation or no 

implementation.  Is this feasible? 

 

24. The PSWG’s recommendations are comprehensive, complementary and finely balanced with one 

another.   If the proposed reform is to achieve the desired result, it is the view of the PSWG that 

the reform must be implemented substantially in its totality.  Each member of the PSWG has 

made certain sacrifices in an effort to reach this consensus position.  Based on past experience, 

the possibility that Government may seek to “cherry pick” certain elements of the proposed 

reform is perceived as a real risk.   Members of the PSWG therefore want to be clear that their 

endorsement is based on the proposed package as a whole and that Government should not 

regard these associations as endorsing individual specific measures in isolation.   This does not 

mean that there is no room for dialogue on specific measures.  It means however that if 

Government wishes to modify any material aspect of the proposed reform, then it should not 

assume that the PSWG continues to endorse such modified proposal until it consults with the 

PSWG and confirms its continued endorsement in respect of any modifications made.  

 

 

 


