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ABSTRACT

The purpose of this note is to share findings arising from recently compiled data
on public finance in the English and Dutch Caribbean countries. The findings which cover
the period 1987 to 1996, are of interest since fiscal consolidation formed one of the main
planks in the programme of policy reform initiated over this period. The document looks
at changes in revenue, expenditure and the various components thereof, the fiscal balance
and the national debt.
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PREFACE

The purpose of this note is to share some reflections on fiscal performance arising from
recently compiled data relating to public finance in the English and Dutch Caribbean countries. While
the data are by no means complete it is, nevertheless, hoped that they will provide raw material for
persons interested in the evolution of public accounts over the past 10 years with a view to analysing
the subject of fiscal policy in greater detail. This detailed analysis has not been possible here, the text
providing a brief description of the data with scant analysis of the underlying reasons for the trends.
Nor has any attempt been made to provide international comparators or other benchmarks by which
to judge this most important facet of macroeconomic performance. Some of this analysis will,
however, be provided in the forthcoming ECLAC publication entitled, “Fiscal Policy and Public
Finance in Latin America and the Caribbean - Agenda 2000" for which these data were prepared.

Over the past 10 years macroeconomic policy came under intense scrutiny by all the countries
included in this survey. Scrutiny was necessary since global changes in the early 1980s had revealed
shortcomings in the countries’ capacity to increase their per capita incomes or to maintain balance
in the external and fiscal accounts, leading to a growing external debt burden. Focus was placed
initially on the fiscal account. Here the policy debate encompassed several elements, which included
concerns about the growing role of the State, concerns that it was commandeering the bulk of
national savings often to be used for non-productive tasks, the upshot being the growing level of debt
accrued in the first five years of the 1980s. As a corollary, some noted the disenchantment of
taxpayers, which manifested itself in increasing tax evasion. On the other hand, the new more liberal
policies were criticized for providing the State with an excuse to resile from its social and
humanitarian obligations with the consequent decline in the quality of social services, such as health
and education.

Slowly and after intense debate a type of accord, if not universal agreement, seemed to be
reached on several elements which fit together to form a new fiscal model. At its heart was a
refocusing of the role of government to the core responsibility for policy management and
regulation. It was also considered to be the only social agent able to preserve equity, prevent
discrimination and exploitation and promote social cohesion. Similarly, the business sector was
considered to be the most effective agent for dealing with economic tasks, investment, profit
generation and the promotion of self-sufficiency. This, despite the fact that it had been accustomed
to a high level of State protection in the past and was considered by some to be inward-looking
and risk averse. Finally, the role of non-governmental organizations was being slowly
recognized, as being best able to focus on social tasks, those that required voluntary labour,
provided little or no profit, required the promotion of individual responsibility, commitment to
community, the welfare of others and so on.

Policies flowing therefrom included the goal of a balanced budget or a modest surplus to
contribute to public saving. Where fiscal deficits were incurred, central banks should not
accommodate them (see Annex 1). The level of taxation as measured by the proportion of
revenues to Product should also be restrained in line with certain international norms so as to
provide the minimum disincentive to foreign and domestic enterprises and individuals, on the one
hand, yet provide sufficient social and economic services to ensure the required quality of life,
on the other. A further consequence of the new paradigm was the divestment of State enterprises.
Although the process was not painless, neither was it complete; it was, nevertheless, being steadily
pursued (see Annex 2).

Given the intense and sustained nature of the public debate on fiscal policy it was deemed
to be desirable to review the data to see which trends became evident over the 10-year survey
period.






EXECU'}'IVE SUMMARY

' This survey of fiscal indicators covers the period 1987 to 1996 So as not to make
judgements based on evidence from a single year, the average of indicators for the first three years
of the period 1987-1989 is used to compare with the average of the last three years, 1994-1996,
in an attempt to discern the changes which have taken place over the 10-year period. Thrs
methodology is used for comparing performance within a country as well as for makmg
generallzatlons about the region as a whole. r

. Over the past decade fiscal performance showed modest 1mprovement in the Caribbean.
Fiscal deficits moderated in the period 1994-1996 as compared with the penod 1987-1989. The
average deficit for the countries surveyed declined by nearly 2 percentage points of GDP over the
two penods The overall trend was, however, distorted by fiscal performance in Guyana and
Jamaica. If these countries were excluded a more representative picture emerged with deficits
fallmg on average from 3.6.per cent of Product to 2.5 per cent of Product.

Qvemll the natronal debt also dechned ‘but whrle external debt fell internal debt increased
for most of those providing data. The extemal debt of Caribbean countries as a whole fell from
an average: of almost 79.5 per cent of GDP in the early part of the survey period to nearly 68 per
cent in the last three years. The figure was, however, greatly inflated by Guyanese debt so that
if Guyana was excluded from the average, the debt of the remaining Caribbean countries moved
from an average of about 49 per cent of GDP in the early part of the survey period to just under
40 per cent of GDP in recent years. ‘

Data relating to internal debt are limited to the four MDCs of CARICOM. Here the overall
picture was one of decreasing internal debt simply because of the sizeable decline in Guyanese
debt which fell from 179 per cent of Product to 43 per cent. If this impact was removed, internal
debt increased for the other countries from 31 per cent of Product to 37 per cent of Product. Of
the countries remaining in the sample all showed increases in the three-year average except
Jamaica, but this declining trend was reversed for 1996.

Total revenues, including grants, fell on average by 3.5 per cent of Product to rest at 31.6
per cent of Product. All the broad categories of revenue showed declines, however, capital
revenue by about 1 percentage point, recurrent revenues by a similar amount and grants by about
1.5 per cent of Product.

Recurrent revenues fell by one percent over the survey period from an average of about
31 per cent of Product to just under 30 per cent. Simultaneously, the composition of recurrent
revenues also changed, with decreases being evident in trade related taxes and in corporate taxes
while increasing shares were taken by consumption taxes and personal income taxes. Most
countries seemed also to be converging on a rate of revenue of between 27-30 per cent of Product,
the only significant deviation below this being evident in Antigua and Barbuda and Aruba at just
under 25 and 22 per cent, respectively. Barbados and Guyana remained significantly above the
average, at over 36 per cent.

Total public expenditures fell by 5.4 percentage points of GDP with reductions being
effected via recurrent and capital expenditure, each by 2.8 and 2.7 per cent of Product,
respectively. Recurrent spending declined from 30.6 per cent to 27.7 while capital spending
declined from 10 per cent of Product to 7.3 per cent of Product.



The structure of expenditure also changed. When analyzed by economic classification, by
far the greatest proportion of spending was allocated to wages and salaries being over 46 per cent
of recurrent spending, followed by spending on goods and services and transfers and subsidies at
around 20 per cent each and interest payments at about 13 per cent. Over the survey period modest
declines were evident in all categories, except for transfers and subsidies.

Data relating to expenditure by functional classification were limited, but on average about
one quarter of total spending was allocated to the major social sectors, health and education with
more than half of that going to education. Increasing shares of total spending were allocated to
these sectors over the survey period in all cases, except for those countries having to face severe
adjustment programmes, where the proportions were below average and fell over the survey
period.

In sum, fiscal performance improved in that deficits contracted and with them the national
debt. This was, however, possible only because of reduced spending, since revenues in all forms,
recurrent, capital and grants in aid fell. On the expenditure side, governments found it easier to
reduce spending on the purchase of goods and services and on gross investment rather than on wages
and salaries or on transfers. In the countries which had experienced severe disequilibrium in the past
and therefore had accumulated a large debt, the legacy of interest payments and amortization charges
remained to drain national resources away from development. Those countries spent less on health
and education on average and the proportion that they spent on these sectors declined over the survey
period.



EVOLUTION OF THE PUBLIC ACCOUNTS

SELECTED AVERAG%aII;IlgéAL INDICATORS<1>
(As a percentage of GDP)
Total revenue  Total expenditure Fiscal deficit External debt
| Antigua and Barbuda : 250 213 23 52.0
| Aruba _ } 229 - 234 06 ;
;| Barbados , 367 - 39.0 2,2 229
| Belize-. .. o 288 342 _ 5.4 39.7
.Dominica ... . . 333 374 41 53.1
Grenada 35.6 373 1.7 38.1
Guyana 414 447 3.3 34001
Jamaica - \ o 33.7 , 47.3 -136 78.1
| Netherlands Antxlles o 34.1 39.2 5.1 -
Seint Kitts and Nevis 27.0 321 , 5.1 27.1
Saint Lucia 30.7 322 -1.6 24.9
Saint Vincent and the Grenadines 341 34.5 0.4 39.9
| Trinidad and Tobago 217 272 0.5 32.7
Source: ECLAC, based on national data
<1> Average for period 1994-1996 or most recent years.

Over the past decade fiscal performance showed modest improvement in the Caribbean. F M
 deficits, moderated in the period 1994-1996 as compared with the period 1987-1989. The average'
deficit for the countries surveyed declmed by nearly 2 percentage points of GDP over the two
‘periods. The overall trend was, however, distorted by fiscal performance in Guyana and Jamaica. In
Guyana fiscal deficits were unusually high over the first time period but fell below the average in the
second as the adjustment programmes took effect. In Jamaica, the converse was the case moving
from a surplus resulting from an earlier round of adjustment to a significant deficit as the effects of
amortization payments and a weakening financial sector impacted the budget. If the influence of
Guyana and Jamaica was excluded, the average deficit showed a more representative picture falling
from -3.6 per cent of Product to -2.5 per cent of Product. Countries having trends going contrary to
the norm, that is, those with increasing deficits were Belize, Dominica, Jamaica, the Netherlands
Antilles, Saint Lucia and Saint Vincent and the Grenadines while all remaining countries in the sample
recorded reduced deficits. Only Trinidad and Tobago managed to record a modest surplus, averaging
0.5 per cent of Product over the period 1994-1996.

The external debt of Caribbean countries also fell over the decade. The selected Caribbean
countries, including Guyana, recorded an average external debt equivalent to almost 79.5 per cent
of GDP in the early part of the decade but this fell to nearly 68 per cent in the last three years. This
average was again greatly inflated by the presence of Guyana in the group. As a consequence of the

Average refers to a simple unweighted average throughout this note.
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- high fiscal deficits incurred by Guyana it accumulated considerable internal and external debt, the
latter averaging 615 per cent of Product over the period 1991-1992. Indicators for this country,
accordingly, greatly influenced the average for the Caribbean countries as a whole. If the impact of
Guyanese debt indicators was excluded from the average, the debt of the remaining Caribbean
countries was seen to be more manageable, being on average about 49 per cent in the early part of
the survey period as compared to just under 40 per cent of GDP in the most recent years. All
countries conformed to the trend of declining debt, with the exception of three Organization of
Eastern Caribbean States (OECS) countries, namely Saint Kitts and Nevis (27 per cent of Product),
Saint Lucia (25 per cent of Product) and Saint Vincent and the Grenadines (40 per cent of Product)
in the period 1994-1996. Nevertheless, these countries had debt indicators at or below the average
for the region as a whole.

Guyana was one of the 41 countries identified by the International Monetary Fund (IMF) as
being among the heavily indebted poor countries and one of the 12 deemed to be “possibly stressed”.
The other country experiencing high debt was Jamaica, which peaked at over 185 per cent of
Product in 1987. Efforts to reduce the debt were rewarded by a decline to under 60 per cent of
Product in 1996%. Both countries benefited from debt relief, although the effort to repay the debt in
the case of Jamaica was considerable. Countries falling below the current average’, that is, of debt
being 41 per cent of Product or less were Barbados, Belize, Saint Kitts and Nevis, Saint Lucia, Saint
Vincent and the Grenadines and Trinidad and Tobago.

Data relating to internal debt were limited to the four MDCs of CARICOM?. Here the overall
picture was one of decreasing internal debt simply because of the decline in Guyanese debt which fell
from 179 per cent of Product to 43 per cent over the survey period. If this impact was removed,
internal debt increased for the other countries from 31 per cent of Product to 37 per cent of Product.
Of the countries remaining in the sample, all showed increases in the three-year average, except
Jamaica, but this declining trend was reversed for 1996.

2 Simultaneously, the internal debt has been growing, from a low of 22 per cent of Product in 1991 to 38 per cent

of Product in 1996.

3 Excluding Guyana.

¢ Four countries, namely Barbados, Guyana, Jamaica and Trinidad and Tobago are designated More Developed

Countries (MDCs).



3

~ EVOLUTION OF PUBLIC REVENUES

Total revenues, including grants, fell on average by 3.5 per cent of Product between the
periods 1987-1989 and 1994-1996 to rest at 31.6 per cent of Product. The proportion of public
resources over which the public sector had control varied quite widely over the sample of countries
and reflected in part the stances taken by each with respect to the role of the State in development.
These ranged from 23 per cent of Product in the case of Aruba to over 41 per cent in Guyana. All the
broad categories of revenue showed declines, capital revenue by about 1 percentage point, recurrent
- revenues by a similar amount and grants by about 1.5 per cent of Product.

Grants traditionally served to bolster revenues for several Caribbean countries, notably the
- smallest of them, the OECS countries. Other countries experiencing economic distress, such as
Guyana and Jamaica, also received such payments. In several instances, grants were also provided
~ to rebuild after natural disasters. Grant funds were gradually being phased out, however, as is
illustrated by the fact that grants fell from an average of 2.7 per cent of Product per annum between
1987-1989 to 1.1 per cent of Product between 1994-1996. All countries experienced declining grants
in aid, except Grenada, while in Belize they remained the same. Trinidad and Tobago represented an
anomaly, as it recorded slight inflows between 1993-1996, not having previously received grants-in-
aid.

Overall, grants to the Caribbean declined by about 20 per cent between 1987 and 1996. The
trend was evident in all countries, except Grenada, where it increased by 0.4 of GDP, and Trinidad
and Tobago where it averaged 0.2 per cent of GDP. In Belize the proportion of grants to Product
remained the same. Significant declines in grant funds were evident in Dominica, from 7.4 per cent
of GDP in the first part of the survey period to 1.5 per cent just barely above the average in the latter
- part of it. Guyana, the Netherlands Antilles, Saint Kitts and Nevis and Saint Vincent and the
Grenadines also received substantially reduced grants-in-aid funds.

Capital revenues remained substantially unchanged as a proportion of GDP over the survey
period, moving from 0.6 per cent to 0.8 per cent of GDP®. The notable exception was Jamaica, where
proceeds from the bauxite levy, which were included in capital revenues, declined substantially. Here
capital revenues declined from an average of 16 per cent to 2.1 per cent, but if the levy was excluded
capital revenues in Jamaica would have declined from 4.1 per cent of GDP in 1987 to 0.4 per cent
in 1996. ' '

8 Excluding the impact which Jamaica would have made to the average. If Jamaica was included average capital
revenues would have moved from 1.8 per cent to 0.8 per cent of Product.



Figure 1
COMPOSITION OF RECURRENT REVENUES
Average revenues for selected Caribbean countries
Consumption :;. ::‘ Consumption ::.::6
17.0% 19.5%
Income Other Income Other
20.8% Corporate 14.0% 19.2% Corporate 15.1%
14.8% 14.3%
1987-1989 1994-1996
ECLAC: Derived from national data
Table 2
SELECTED AVERAGE REVENUES<1>
(As a percentage of GDP)
Income Corporate Trade Consumption
taxes taxes taxes taxes
Antigua and Barbuda -- 7.8 56.2 18.6
Aruba 244 9.9 15.0 16.1
‘Barbados 183 13.7 14.4 38.0
| Belize ' 22.5 - 449 19.1
Dominica 12.6 10.6 473 13.2
Grenada 7.5 123 51.7 16.4
Guyana 14.3 20.2 14.5 319
Jamaica 242 12.6 26.9 296
Netherlands Antilles 274 26.8 12.6 13.9
Saint Kitts and Nevis 14.3 52 40.5 12.1
Saint Lucia 9.9 15.8 522 11.8
Saint Vincent and the Grenadines 11.0 13.6 418 12.8
Trinidad and Tobago 18.7 25.6 6.6 26.6
Source: ECLAC, based on national data
<1> Average for period 1994-1996 or most recent years.
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- Recurrent revenues slipped by one percent over the decade from about 31 per cent of Product
to just under 30 per cent. Most countries seemed to be converging on a rate of revenue of between
27-30 pet cent of Product, the only significant deviation below this being evident in Antigua and
Barbuda and Aruba at just under 25 and 22 per cent, respectively. Barbados and Guyana remained
significantly above the average, at over 36 per cent.

Declines in recurrent revenues were evident in all cases, except Barbados, Grenada and
Jamaica. In all three cases revenues increased following fiscal consoliddtion programmes. In
Barbados, revenues increased from 32 to almost 37 per cent of Product, gains being evident in most
categories of revenue with the exception of trade taxes and non-tax revenues which declined slightly.
The most s1gmﬁcant gains were made in taxes on goods and services which moved from 10 to 14 per
cent of Product. h Grenada, gains were made by the gradual relmposmon of income taxes, effecting
an increase thereby of 2 percentage points of GDP, and increases in corporate taxes which increased
revenues from this source by 1.3 per cent of GDP. In Jamaica, the increase in revenues was less
dramatic with growth from 28 to 31 per cent of Product between the periods 1987-1989 and 1994-
1996. This was explained in part by the fact that tax reforms had commenced earlier with revenues
movmg from an average of 25 per cent of GDP between 1980-1983¢. Revenue from goods and
services increased from an average of about 8 per cent of Product to over 9 per cent. The main
increase was derived from trade taxes, up from 3 to almost 8 per cent.

The slight decline in recurrent revenues was explained in part by the influence of Guyana,
where revenues were moderating from the highest rate recorded in the sample of countries. Here
revenues fell from over 42 per cent to average just over 36.5 per cent in recent years. Revenues
declined in, most categones in Guyana, with the exception of property taxes and trade taxes, revenues
from the. latter beneﬁtmg from greatly increased volume of formal trade following the relaxation of
strict import ¢ controls in the early 1980s. For all other countries tariff revenues declined. Measures
to compensate for reduced tariff rates, usually in the form of consumption or value-added taxes, were
tardy in taking up the deficit. Overriding all of these reasons was a pervasive belief that revenues
should be contained so as not to provide a disincentive to enterprise and a disadvantage to domestic

“producers. This concern was particularly evident with respect to income taxes, both corporate and
personal, but some policy advisers considered high taxes on international trade to confer an anti-
export bias to the economy so that pressures also increased to reduce tariffs, especially within
CARICOM to reduce its Common External Tariff (CET).

Trade taxes remained the major source of revenue despite these pressures, though declining

by 1.4 per cent of Product over the survey period, from 10.9 to 9.5 per cent of Product. Over the
~same period the average declined from 35 per cent of recurrent revenues to just about one third of
it. This decline was less than would have been expected by the progressive reduction in tariffs being
applied in CARICOM countries and might be explained by several factors. The first was that trade
taxes remained a major, though declining, source of revenues in the OECS countries which inflated

Annex 3 provides an outline of tax reforms being conducted in Jamaica.
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the average. In these countries imports were greatly augmented to service the tourism industry and
while tariff rates fell, other trade related taxes were put in their place to compensate for the falling
tariffs. The second major reason was that trade in the early 1980s was still subject to stiff
administrative controls in Jamaica and Guyana, two countries where revenues from international trade
actually increased. Despite the reduction in tariff rates, revenues from trade rose steeply in these
countries once administrative controls were relaxed, reflecting the increased volume of trade and
the reincorporation of black market activity into the formal accounting process.

The proportion of revenue derived from trade varied quite widely. Notable among those
obtaining most revenue from this source were the aforementioned OECS countries, averaging over
14 per cent of Product and 48 per cent of recurrent revenues in the three most recent years. Belize
also fell into this category, deriving over 12 per cent of Product and 45 per cent of recurrent revenues
from trade since it was given a longer period in which to apply the CARICOM CET. At the other end
of the scale were Trinidad and Tobago, Aruba and the Netherlands Antilles, deriving between 2 to
4 per cent of Product and 7 to 15 per cent of recurrent revenues from trade taxes on average between
1994-1996. Noteworthy was the fact that while taxes from international trade decreased in Trinidad
and Tobago, as would be expected from the decreasing tariff, it actually increased slightly as a
proportion of recurrent revenues in two other countries, namely, Aruba and the Netherlands Antilles,
which were not subject to the same tariff regime.

Revenues from goods and services remained the second most important source of revenue
over the survey period. While these revenues increased from 5.6 to 6.3 per cent of Product and from
18 to 20 per cent of recurrent revenues they remained a significantly lower contributor to revenue for
the selected countries, than trade taxes. This situation persisted despite the measures being taken to
reduce tariff protection and the implementation of offsetting revenue arrangements to favour
consumption taxes. This might be explained by the fact that the imposition of a Value Added Tax
(VAT) was relatively recent and applied in only a few cases, while concerns were being expressed
about the difficulty in collecting these taxes in the smaller countries, when compared with trade taxes.

In those instances where fiscal reform was being applied, in Barbados, Belize, Jamaica and
Trinidad and Tobago, revenues from goods and services increased substantially or remained above
the average. Comparisons between the first three years of the survey period with the last three years
illustrate the change. In Barbados, revenues from goods and services increased from 7 per cent of
Product to almost 14 per cent and from 30 to 38 per cent of recurrent revenues but the application
of a VAT, which came into effect in January 1997 was expected to augment revenues further’. In
Belize, where the VAT was introduced in 1996, revenue increased from under 3 per cent of Product
and 12 per cent of recurrent revenues from 1987-1989, to over 9 per cent of Product and 35 per cent
of recurrent revenues in 1996. In Jamaica, revenues from goods and services remained above the
average but actually declined from 9.8 to 9.1 per cent of GDP and from 35 to 26.9 per cent of
recurrent revenues. This might be partially explained by the fact that several scattered consumption

Data for January to June 1997 show goods and services accounting for 47 per cent of recurrent revenues.
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taxes were consolidated into a General Consumption Tax (GCT). Difficulties in collection might also
help to explain the shortfall. In Trinidad and Tobago revenues from goods and services moved from
an average of under 2 per cent of Product and 17 per cent of recurrent revenues to just over 6 per
cent of Product and 27 per cent of recurrent revenues on average for the period 1993-1996. The
other country where taxes from goods and services represented a high portion of revenues, Guyana,
at about 13 per cent, recorded no significant changes over the survey period. In all these instances
goods and services contributed significantly more than trade to revenues, although in Jamaica the
trend was for trade revenues to catch up with revenues from goods and services.

For the OECS countries, trade taxes exceeded those derived from the sale of goods and
services. Over the period 1993-1996 revenue from goods and services averaged 4 per cent of Product
and 14 per cent of recurrent revenues, while trade taxes amounted to 14 per cent of Product and 48
per cent of recurrent revenues. Nevertheless, in most instances, the exceptions being Grenada and
Saint Vincent and the Grenadines, the proportion of revenue from goods and services grew modestly.
Revenues derived from goods and services in Aruba and the Netherlands Antilles fell into a range of
3.5 - 4.5 per cent of Product and 14-16 per cent of recurrent revenues, the proportion being similar
to that which prevailed in the OECS countries. In Aruba, revenues deriving from goods and services
declined over the survey period, whereas in the Netherlands Antilles they increased.

Concerns arose about the regressive nature of consumption taxes when decisions were being
made about their application. In several instances, items, especially food items, were exempt from
consumption taxes in an effort to redress this regressive tendency. Such exemptions served to
complicate the tax schedule and reduce the potential tax contribution. It was argued, moreover, that
even those exemptions were regressive, since the non-poor spent more on those items than the poor.
Accordingly, it was suggested that exemptions should be limited to non-processed foods and water

‘since theSe were the main consumption items of the poor.

More generally the issue of using the tax system to meet equity considerations arose. Several
means were used in an attempt to meet these objectives. Steeply progressive income taxes were one
common means of doing so, yet in some cases the costs of evaluation and collection were beyond the
means of the respective national revenue departments. Where flat rates of income tax were
consequently adopted, as in Jamaica, it was deemed to be important that the basic exemption
threshold be set sufficiently high to relieve the poor from paying taxes and that the threshold be
indexed to inflation. Ultimately, it was considered by some that the most lasting contribution which
the tax system could provide to the poor was through good services, good education for the children
of the poor, good health services and good infrastructure - safe water, good rural roads, and so on.
These services could only be provided if sufficient revenue was obtained from an efficient tax system
in which evasion by those who could pay was minimized.

Personal income taxes ranked third in importance in revenue sources and increased slightly
over the survey period from an average of 5 per cent of Product and 16 per cent of recurrent revenues
to about 5.2 per cent of Product and 17 per cent of recurrent revenues. The lowest income tax returns
came from the OECS countries, ranging from Antigua and Barbuda, receiving no revenue from this
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source, to Grenada and Dominica at 2.2 and 3.9 per cent of Product and 7.5 to 12.6 per cent of
recurrent revenues over the most recent years. At the upper end of the group lay the Netherlands
Antilles, Jamaica and Barbados ranging between 6-8 per cent of Product and between 22 to 27 per
cent of recurrent revenues. Modest increases from income taxes were evident in all countries, with
the exception of Dominica where they fell by almost 1 per cent of Product, Saint Lucia by 0.1 per
cent and Saint Vincent and the Grenadines where the decline was of the order of 0.4 per cent of
Product®. The proportion remained substantially unchanged in Aruba.

Corporate taxes ranked fourth in importance as a revenue source, also experiencing a decline
over the survey period from an average of 5.1 per cent of Product and 15.7 per cent of recurrent
revenues from 1987 to 1989 to 4.3 per cent of Product and 14.6 per cent of recurrent revenues over
the last three years. Going contrary to the trend were Aruba, Barbados, Dominica, Grenada and Saint
Vincent and the Grenadines recording slight increases in corporation tax revenues and in all cases,
with the exception of Aruba, received proportions of corporate revenue which were close to the
average. In Aruba taxes from corporations increased but remained low, at 2.2 per cent of Product.
Over the survey period the highest returns from corporation taxes were obtained in the Netherlands
Antilies and Trinidad and Tobago. While returns from these countries fell considerably in the most
recent years they remained above average for the region as a whole.

In the case of the Netherlands Antilles, corporation taxes which peaked at over 28 per cent
of Product in 1983 were greatly augmented by offshore financial activities in Curacao. These
activities subsequently declined after a change in the treaty arrangements, following the repeal of the
Withholding Tax Treaty by the United States in 1984. Revenues from offshore financial services
peaked in 1986, at US$273 million, the equivalent to 59 per cent of total receipts of the Island
Government for that year. After a few years grace period, in which taxes were paid in advance they
tapered off steadily. In Trinidad and Tobago, buoyant corporate revenues came from the booming
petroleum sector and domestic manufacturing activities made possible by the availability of large
foreign surpluses. As the oil boom moderated, domestic manufacturing activities were curtailed
consequent on reduced domestic demand. Thereafter, the reduction of tariff protection further
weakened inefficient manufacturing activities causing the contraction of the sector.

8 Data for Jamaica suggest that personal and corporate income taxes combined, increased only slightly over the
two periods, from an average of 11 per cent of Product between 1987-1987 to 11.3 per cent of Product between 1994-
1996. This compares with Barbados and Guyana at 11.1 and Trinidad and Tobago at 12.1 per cent of Product, respectively.
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EVOLUTION OF PUBLIC EXPENDITURES

Total public expenditures fell by 5.4 percentage points of GDP on average between 1994-
1996 as compared to the period 1987-1989 from 40.4 to 35 per cent of Product. This was consistent
with the twin objectives of reducing the role of the State, on one hand, and of securing a more
sustainable fiscal policy; on the other. The reduction was effected by contracting recurrent and
capital expenditure, each by 2.8 and 2.7 per cent of Product, respectively. Recurrent spending
declined from 30.6 per cent to 27.7 while capital spending declined from 10 per cent of Product to
7.3 per cent of Product. Proportionately, however, this meant that while recurrent spending declined
on average by 9.5 per cent, capital spending declined by 27 per cent. The disproportionate impact on
~ capital spending derived from the fact that whereas several of the components of recurrent spending
- tended to develop a constituency of vested interests this was less true of capital spending.

All countries recorded declining capital spending, with the exception of Jamaica, which also
allocated by far the highest proportion of Product for that purpose. The anomaly could be explained
~ by the fact that Jamaica also needed to allocate the greatest portion of Product to repay debt, so that
amortization consumed on average 57 per cent of capital expenditures in Jamaica over the survey
. period, peaking at 75 per cent in 1994. If amortization costs and other unforeseen expenses’ were
~ excluded, then Jamaican gross investment averaged under 5 per cent. Countries having rates of capital
- expenditure in excess of 10 per cent were Belize, Grenada and Guyana while countries having rates
of expenditure averaging below 3 per cent were Aruba, the Netherlands Antilles and Trinidad and
Tobago.

Capital spending fell most notably in Dominica, down by 8 per cent of Product and Saint Kitts
- and Nevis, down by almost 14 per cent. In the case of Dominica capital spending was unusually high
- in the period 1987-1990, in part because of the need to repair damage caused by Hurricane Hugo in
1989 but also because of the bunching of investments in a small economy, as illustrated by the need
to extend the port and construct a cruiseship berth. In Saint Kitts and Nevis the early period saw
- considerable capital investment applied to opening up the south east section of the island for
development while the effects of Hurricane Hugo were also felt there in 1989.

Recurrent expenditures declined on average by 2.8 percentage points of GDP between the
periods 1987-1989 and 1994-1996 from 30.6 to 27.8 per cent of Product. Guyana greatly influenced
the overall picture, for if Guyana was excluded, the decline in current expenditure was a more
moderate 0.6 per cent of Product. While there was convergence toward the mean by the end of the
- survey period there were still notable deviations from it. At one extreme was Aruba, Belize and
SaintLucia with recurrent spending averaging below 24 per cent of Product while at the other
extreme was Barbados, Dominica and the Netherlands Antilles which allocated in excess of 30 per
. cent of Product for recurrent spending, on average.

" For example the need to provide for emergency funding in FY 1996/97 for financial sector restructuring.
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Figure II

COMPOSITION OF RECURRENT SPENDING
Average spending for selected Caribbean countries

Wages Wages
46.0% 46.2%

Goods
22.0%

Interest
15.4%

Transfers
16.7% 18.9%

Transfoers

1987-1989 1994-1996

ECLAC: Derived from national data

Table 3
SELECTED AVERAGE EXPENDITURES<1>
(As a percentage of recurrent expenditure)

Wages Interest Education<2> Health<2>

Antigua and Barbuda 58.6 9.8 - -
Aruba - - - -
Barbados 409 16.4 209 14.2
Belize 54.3 10.1 -

Dominica 57.1 10.1 14.9 11.9
Grenada . 52.7 10.4 15.5 11.9
Guyana 244 430 - -
Jamaica 322 422 11.0 5.6
Netherlands Antilles 504 7.8 - -
Saint Kitts and Nevis 427 10.0 - -
Saint Lucia 52.5 4.7 - -
Saint Vincent and the Grenadines 53.8 6.1 - -
Trinidad and Tobago 354 200 9.7 6.9

Source: ECLAC, based on national data
<1> Average for period 1994-1996 or most recent years.
<2> Relates to total expenditure

The most significant change in recurrent spending between the periods 1987-1989 and 1994-
1996 was, of course, evident in Guyana, where reduced spending equivalent to over 30 per cent of
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Product was achieved. Accordingly, by 1996 Guyana’s allocation was only slightly above the average.
Most other countries managed to reduce recurrent spending, Aruba, Grenada and Trinidad and
Tobago by more than 4 per cent of Product. Nevertheless, several countries went against the trend’
and increased spending, notably Barbados, up 4.3 per cent, Belize, up 1 per cent, Dominica up by
2.2 per cent and Jamaica up by 3.4 per cent. In Barbados and Jamaica the difference represented
strong ‘adjustment efforts in the first period, 1987-1989, with subsequent resumption of spending in
thé sgpond Only in Jamaica was spending slightly above the mean for the group as a whole.

The structure of expenditure revealed some notable characteristics. When analyzed by
economic classification by far the greatest proportion of spending was allocated to wages and salaries
being over 46 per cent of recurrent spending, followed by spending on goods and services and
transfers and subsidies at around 20 per cent each and interest payments at about 13 per cent. Over
the survey period modest declines were evident in all categories, except transfers and subsidies (see
Figure II).

The major area of recurrent spending for all countries, with the exception of Jamaica, was
directed to the payment of wages and salaries for public officials. Accordingly, any programme of
fiscal consolidation targeted this budget line as a first priority for reduction but invariably it was the
most controversial and intractable aspect of revenue consolidation. Even where significant
redundancies were effected, large initial costs in the form of severance and other forms of
compensation, were likely to postpone the appearance of savings in current spending. For these
reasons, and despite the focus on reducing spending for wages and salaries the proportion of
recurrent spending allocated for that purpose actually increased slightly from 46 per cent to 46.2 per
cent.

For the smaller countries, specifically the OECS and the Netherlands Antilles'’, expenditure

for wages and salaries exceeded 50 per cent of recurrent expenditures and increased by 2 per cent

“between 1987-1989 and 1994-1996. By comparison, the larger countries managed to reduce the

proportion of spending on wages and salaries by 3.3 per cent so that the proportion allocated for that

purpose contracted to just over 33 per cent of recurrent spending. Among the larger countries,

Guyana allocated a stable 24 per cent of recurrent revenues for wages and salaries, while at the upper
end of the sample Barbados and Belize allocated 41 and 54 per cent, respectively.

- The rigidity inherent in public spending on wages and salaries was demonstrated by the
relative stability in such spending over the survey period. Exceptions were to be found in Antigua and
Barbuda, the Netherlands Antilles and Saint Vincent and the Grenadines where spending grew by
between 5 and 10 per cent. Conversely, spending declined by about 5 per cent in Dominica and by
over 8 per cent in Trinidad and Tobago, rare instances of success in containing wages and salaries.

10 Limited data for Aruba confirms its similarity with the other smaller countries, with spending on wages and

 salaries in excess of 50 per cent of recurrent spending.
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The second most important component of recurrent spending related to the purchase of goods
and services by the Central Government. Here the lack of vested interests made it relatively easy to
reduce expenditure on this item so that several countries ran the risk of over-manning at the same
time that institutions were short of supplies and equipment. The data show that overall 2.5 per cent
of recurrent spending was diverted away from the purchase of goods and services, the average falling
from 22 per cent to 19.5 per cent of recurrent spending. Once again, the smaller countries allocated
a greater proportion of recurrent spending for goods and services, 22.4 per cent as compared to 13
per cent for the larger countries, but managed to reduce the proportion more significantly than the
larger ones, they managed a 3.2 per cent reduction as compared to a minimal 0.4 per cent reduction.
Reductions in excess of 5 per cent were made by Antigua and Barbuda and Saint Vincent and the
Grenadines.

Transfers and subsidies to public entities or to households comprised the third main element
of recurrent spending. Several countries, notably Guyana, Jamaica and Trinidad and Tobago had been
making substantial funding available to loss making public sector entities. Adjustment programmes
identified the cessation of such transfers as a major priority, to be achieved by putting such entities
on a commercial basis prior to divestment. Despite individual cases of success the item dedicated to
transfers and subsidies increased over the survey period by 2.2 per cent. In only two instances of the
countries for which data are available was a decline identified, in the Netherlands Antilles, down 10
per cent and Trinidad and Tobago, down by 3.4 per cent. In the latter instance, the proportion
showed an upward trend again from 1994 to rest at over 34 per cent in 1996, in part because of a
transfer of some health personnel costs to local authorities.

For most countries interest payments were a relatively small proportion of recurrent spending.
For all the countries in the survey the proportion of recurrent spending allocated for paying interest
increased by 1.7 per cent, from 13.7 per cent on average to 15.4 per cent. This overall average was
greatly inflated by the requirements of Guyana and Jamaica which allocated the greatest portion of
spending to meet interest payments. In Jamaica, an average of 42 per cent of current spending had
to be made available for interest payments with the annual payments growing steadily over the survey
period. In Guyana, the average was even higher at 43 per cent for the period 1993-1995, but this
represented a decline from the peak reached in 1990 which was 55 per cent.

The picture for the OECS countries and the Netherlands Antilles was somewhat different with
interest payments increasing by under 1 per cent from 7.7 to 8.4 per cent of recurrent spending while
for Barbados it increased steadily from just over 13 per cent to 16.4 per cent in 1996. The proportion
of spending earmarked for interest payments also increased in Trinidad and Tobago over the survey
period from 13 per cent to 20 per cent.

Some categories of spending, such as personnel spending and interest payments, were less
amenable to discretionary control by governments so that they became locked into a growing portion
of recurrent spending over which they had little or no control. This lack of discretionary control
described the phenomenon known as fiscal rigidity, which tended to increase over the survey period.
While, in general, the countries allocating high amounts to cover wages were exempt from high
expenditures to cover interest payments, and vice versa, fiscal rigidity affected most countries in
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varying degrees, with all of the countries surveyed having combined expenditures on interest and
wages exceeding 50 per cent of recurrent spending. The average for the group moved from 59.7 per
cent to 61.6 by the end of the survey period. Antigua and Barbuda, Belize, Dominica, Grenada,
Guyana and Saint Vincent and the Grenadines all averaged in excess of 60 per cent, while in Jamaica
interest and personnel costs combined accounted for more than 74 per cent of recurrent expenses on
average by the end of the survey period.

Data for expenditure by functional classification are relatively scarce. Nevertheless for the
countries making such data available the major social sectors, education and health, received on
average about 25 per cent of total spending. Three countries in the sample exceeded the average,
Barbados at over 35 per cent, Dominica at 26.8 and Grenada at 27.4 per cent. Jamaica and Trinidad
and Tobago were below average at 16.6 and 17.1 per cent, respectively.

Similar patterns were evident for health and education spending respectively, with Barbados
spending the greatest proportion on both sectors, over 14 and 20 per cent, respectively. Barbados
was followed by Dominica and Grenada having similar spending patterns with about 12 per cent for
health and 15 per cent for education. These were followed by Jamaica and Trinidad and Tobago
having between 6-7 per cent spending on health and between 10-11 per cent spending on education.
All countries in the sample increased spending on these social services, except Jamaica and Trinidad
and Tobago. For these countries spending on health contracted by about 1 per cent and 3 per cent,
respectively, while spending on education contracted by almost 2 per cent in both cases.
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Annex 1
THE CENTRAL BANKS

Central Banks in the English-speaking Caribbean are all modeled after the (old) Bank of England system. In fact
early governors of the Jamaican Central Bank were seconded from the Bank of England. The salient factor here is that the
... Bank has limited independence and is subject to the control of the Minister of Finance, who also appoints the Governor. In

Barbados, the Governor serves at the discretion of the Minister and not necessarily on the basis of good conduct. In Belize,
Jamaica and the Bahamas, appointments of all senior officers require the approval of the Minister of Finance. In Barbados,
interest rate and credit policy decisions require, by law, the concurrence of the Minister of Finance. In Jamaica, the Minister
of Finance has access to significant leeway in creating credit, since in any financial year it must not exceed 40 per cent of
* " projected revenue or such percentage as the house of Representatives may from time to time by resolution approve’’.

"~ Changes in exchange rate parities fall outside the powers of any regional central bank(1). While the Governcr might advise
. _the Minister to act contrary to current or intended policy, ultimately he is expected to carry out the Minister’s directives
= whether he agrees to them or not. Bank independence is not in the Caribbean tradition.

Within the broad outlines set out above divergences in Central Bank policy are, however, to be found from country
to country. One distinction which has been drawn is between “the activist Central Banks, such a those in Guyana, Jamaica
and Trinidad and Tobago and those of the remaining CARICOM countries whose monetary policies were less ambitious”
(2). Here the difference is not simply between liberalized and interventionist policies, since the former activist banks are
currently the liberalizers, but between, “policies which are sensitive to signals not only from the financial markets, but from
government and the economy on the whole, on one side, and on the other, policies to manipulate credit, deposits and interest
rates so as to force private agents to take decisions they would rather not”(2). This view argues that the only difference
between the old interventionist and new liberalizing approach is whether to ration finance directly, or via the interest rate.
Both approaches are deemed to be futile in small Caribbean economies, the former because of lack of sufficient information,
the latter because market intervention is seldom able to provoke a large enough increase in interest rates to be effective, but
where it does the effect is perverse, since it encourages large capital inflows to increase the money supply. Moreover, it is
likely to destabilize financial markets, encourage financial disintermediation and weaken prudential standards in the financial
sector (2).

Rather, the argument states that the Central Bank should accommodate to private sector expenditure plans while
macroeconomic stability and adjustment should be left to fiscal policy. The Bank’s role is to achieve orderly financial
markets, avoid interest rate wars, provide guidance on fundamentals, deter speculative foreign exchange movements via
capital controls and adjust for seasonalities. A fixed exchange rate is also a given. These precepts are followed by the Central
Banks of Aruba, the Bahamas, Barbados, Belize, the Eastern Caribbean Central Bank and the Bank of the Netherlands
Antilles. Monetary policy cannot make up for weak fiscal adjustment which must be appropriate and sufficient (2). This
position is also supported by others in the region(3). '

These policies not only represent the majority of Caribbean Central Banks, but the economies under their
jurisdiction have so far significantly outperformed those of Guyana, Jamaica and Trinidad and Tobago. Accommodation to
fiscal deficits in Guyana and Jamaica in the mid-1970s remain to bedevil fiscal performance in these countries. The
pemicious effects of high interest rates are currently also being experienced in Jamaica in various ways, notably the high
fiscal cost of open market operations and the severe fiscal impact of measures to rescue the financial sector. Finally, this
thinking informs the current move toward Caribbean Monetary Iritegration and probably represents the current mainstream
of Caribbean thinking on the subject. ' '

This has recently been modified to 30 per cent of projected revenue.
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Annex 2
A BRIEF NOTE ON PRIVATIZATION

The main privatization activities took place in the larger Caribbean countries, namely in Guyana, Jamaica and
Trinidad and Tobago, although some activity was also evident elsewhere, notably in Grenada. These countries had
proceeded the furthest in developing State Owned Enterprises (SOEs) in the 1970s, the 1980s in Grenada, and
subsequently experienced most difficulty in maintaining them as viable entities. Fiscal considerations provided the main
motivation for privatization, although in Jamaica normative considerations were initially predominant.

The move to privatization commenced in Jamaica in 1981, driven by the desire to reverse previous policies which
had used nationalization as a means to control the commanding heights of the economy. Initially, the process was
haphazard and slow but renewed impetus was given to it by 1985 when fiscal considerations predominated. This rationale
was accepted by both political parties, a fact which removed the issue from partisan political debate. It was estimated that
400 SOEs existed in 1980 and by the end of the decade this had contracted to 200, consequent on closures and divestment
(4). By 1996 only a core of 15 selected public sector entities remained which were budgeted to provide a surplus
equivalent to 3 per cent of Product (5). So far the accumulated value of privatizations in Jamaica is estimated to be
equivalent to just under 12 per cent of Product. The process of privatization continues, although most major entities have
now been privatized with the exception of water and sewerage services which are currently being prepared for divestment.
In general the proceeds of privatization were incorporated into general budget revenue, including external debt repayment.

The growth of SOE became evident in Trinidad and Tobago after the Government received windfalls from
petroleum price increases in 1973. Prior to that the Government had share holdings in 32 companies. By 1986 when the
privatization policy commenced, the State holding had increased to 166 enterprises employing 47 per cent of all salaried
employees and the Government had obtained a major stake in the petroleum/petrochemical sector. While these enterprises
could be carried on the budget while bolstered by rents obtained from high oil prices, upon their collapse the SOE became
a major fiscal burden. In 1986, 20 per cent of recurrent expenditure was earmarked to cover operating costs and
contingent liabilities of the SOE. They were also major contributors to the high external debt, accounting for 65 per cent
of it in 1987 (4).

The privatization process was relatively slow in Trinidad and Tobago, initially because of the nature of SOE
which dwarfed the absorptive: capacity of the local private sector, the weakness of that local sector consequent on Dutch
disease and the macroeconomic contraction following the oil price decline and sensitivities concerning foreign ownership
of major enterprises (6). Lack of public consensus on the extent and the means of privatization together with the massive
adjustment programme which was required in the latter part of the 1980s, therefore, inhibited the process which did not
accelerate until after 1993, by which time a change of Government had occurred. Nevertheless, by the end of 1996 the

" proceeds from privatization were estimated to be equivalent to about 10 per cent of Product.

In Guyana the public sector dominated the economy since 1971, accounting for just over one half of national
investmert. Thereafter, its primacy was to grow further until 1988, when public policy changed. In that year the public
sector employed 60 per cent of the work force, contributed 70 per cent of GDP and provided 85 per cent of exports (4).
Several preferences were accorded to the State sector, including preferential access to foreign exchange, credit including
preferential interest rates and to scarce agricultural inputs. Despite this pre-eminence, production and export earnings
were declining and SOEs required massive transfers from the budget. In 1987 the fiscal deficit amounted to 50 per cent
of Product.

‘ The privatization programme got underway with the first objective being to regain the viability for the SOE.
This was forthcoming for many once macroeconomic stabilization policies, notably devaluation, got underway but viability
was also improved for others when management contracts were applied to the sugar and bauxite sectors. Subsequently,
several enterprises which could not be made viable were closed or liquidated, while others were sold to foreign investors.
Most divestments were made to local or expatriate Guyanese, 31 per cent of total privatization going to CARICOM
companies (7). Subsequently, the programme lost some of its momentum, as the SOE regained viability and as a new
Government reviewed previous policies. The privatization programme continues, though with less sense of urgency. This
might in part be explained by the fact that the current primary surplus of the public enterprises in 1996 was equivalent
to 23 per cent of recurrent revenuies. Proceeds from privatization are estimated so far to be about 11 per cent of Product.



.;:16

Annex 3
TAX REFORM IN JAMAICA

Jamaica provides an example of the difficulties faced by several other Caribbean countries in the area of tax
reform. Persistent efforts were made in Jamaica over the past 10 years to reform the tax system and improve collection
procedures. These efforts went somewhat further than was the norm in the region, because of the acute fiscal constraints
experienced by that country over the last three decades. Initiatives inchuded a comprehensive reform of individual and
corporate income taxes in 1986-1987 and the application of a General Consumption Tax (GCT) in 1991. Individual income
taxes were changed from a complex graduated schedule, with a maximum marginal rate of 57.5 per cent, to a flat rate
of 33 per cent and subsequently reduced further in 1993 to rest at 25 per cent. Corporate taxes were reformed at the
same time to reduce rates from 45 per cent to 33 per cent. The reforms continued in 1991 with the adoption of a
consumption tax, known as the GCT, to replace various consumption duties, excise duties and retail sales taxes, with a
rate of 12.5 per cent. This was subsequently raised to 15 per cent. A Special Consumption Tax (SCT) was also levied
on prescribed imports such as alcohol, tobacco and petroleum products. Together the GCT and the SCT recorded rapid
growth to almost equal taxes from income. Despite these efforts, further reform of the taxation system was deemed to
be necessary and was being implemented by a project covering the period 1995-2001. One reason was falling revenues
consequent on the reduction in tariffs with the reform of the CARICOM Common External Tariff (CET). The tax system
suffered other major structural defects, however, notably a narrow tax base, low capacity of tax departments to assess
and collect taxes and low levels of voluntary compliance.

The narrow tax base derived from the fact that only about 50 per cent of potential individual income taxes were
collected. While the GCT widened the base it still remained narrow. This was currently being addressed by the adoption
- of a Tax Registration Number (TRN) system for all taxpayers. Several specified transactions such as filing tax returns,
selling property, and registering contracts require the use of the TRN. It would in turn integrate an individual’s separate
Wentification mumbers in other tax departments and help the administration to identify, cross check and track all its taxable
activities thereafter. But the tax base was also being eroded by widespread exemptions, deductions and concessions
granted by the tax laws.

Organizationally there was fragmentation, with six separate departments being entrusted to collect Inland
Reveme, Income Tax, the General Consumption Tax, Stamp Duties arxt Transfer Taxes, Customs duties and Land Taxes.
Since each department had to perform several common functions such as registration, auditing, investigation of tax fraud,
collection and public relations, there was pervasive duplication of efforts. There was also fragmentation of enforcement
efforts and fragmentation of information, both hampering the adoption of an integrated view of taxable transactions and
the ability to detect tax evasion.

The dispersion of information hampered the development of adequate performance monitoring in the tax
administration itself and the development of coherent strategies for institutional development. Dispersion of tax
departments also increased the compliance costs faced by taxpayers and created opportunities for misconduct within the
tax administration. Finally the diffuse structure did not provide for an independent cohesive unit to prevent corruption
in the tax departments.

Low levels of voluntary compliance were also identified as a significant defect in the system, it being estimated
- that only 20 per cent of companies, 30 per cent of self-employed individuals, 47 per cent of employers and 76 per cent
of those eligible were filing GCT returns. Three factors were said to contribute to low voluntary compliance: lack of
public education; the high cost of compliance, due to fragmented tax administrations; and, finally, the need to raise rates
(in an atmosphere of low voluntary compliance and administrative inefficiency) which, in turn, further increased the
incentive for evasion. It was expected that tax rates would fall once compliance increased.

The tax reform programme, therefore, included the following elements: i) the institution of a unique TRN to
monitor taxpayer activity and compliance; ii) organization of the tax administration based on functions instead of
individual tax laws; iii) delegation of authority and responsibility to middle management, in conjunction with training and
better management systems; iv) prioritization of assessment, investigation and collection; v) development of a single
current account for each taxpayer; vi) strengthening the legal framework to facilitate the enforcement of tax laws and to
streamline procedures; and vii) an effective public relations campaign to educate taxpayers about their legal obligations.
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Sourctj;:r ECLAC, based on national data

Tablel =
FISCAL DEFICIT<1>
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 40 41 12 -9 05 -4 28 29 L1
“Araba ‘ ' 75 55 37 26 04 -18 05 02 ° 04 -15
‘Barbados h 88 46 23 84 18 19 25 -12 09 38
‘Belize ‘ o 04 101 03 03 50 75 91 76 -43 34
Dominica 12 12 01 -100 33 57 03 48 57  -19
Grenada N 102 -106 -112 -146 48 06 09 -19 01 33
Guyana ' ‘ 500 364 -79 246 273 -198 81 -18 23 33
Jamaica ‘ 71 34 17 48 56 66 27 -107 54 246
Netherlands Antilles 03 11 29 38 34 67 25 62 51 48
Saint Kitts and Nevis 259 87 45 03 23 12 14 30 66 57
Saint Lucia B 06 31 20 10 07 -8 07 08 -2 22
Saint Vincent and the Grenadines 36 1.1 26 08 02 43 48 03 24 16
Trinidad and Tobago 59 57 42 12 02 27 02 00 02 1.5
Source: ECLAC, based on national data
<1>Comprises total revenues and grants minus total expenditures.
Table 2
EXTERNAL DEBT
(As a percentage of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 1019 852 805 790 705 677 606 542 543 475
Barbados 283 296 264 282 269 253 252 245 229 21
Belize : 480 467 417 392 393 343 372 396 373 423
Dominica 620 556 576 621 432 583 533 539 538 517
Grenada 494 463 405 S48 437 392 390 400 379 363
Guyana ‘ 3824 3427 4172 5204 6170 6137 5127 4512 3538 2153
Jamaica 1377 ‘1129 "TI11.8 1094 1855 1114 1227 938 846 560
Saint Kitts and Nevis 236 249 266 272 264 285 280 278 2713 262
Saint Lucia ~ 116 151 172 211 225 240 243 246 241 261
‘Saint Vincent and the Grenadines 321 338 351 344 368 356 381 428 395 374
Trinida& and Tobago 306 368 337 305 296 284 385 348 322 311
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Table 3
TOTAL REVENUE AND GRANTS<1>
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 276 257 259 257 269 246 246 246 258
Aruba 275 247 234 217 241 232 235 223 232 231
Barbados 291 331 339 320 342 372 361 365 372 365
Belize 305 383 322 334 347 342 294 302 274 289
Dominica 398 426 432 407 384 362 373 333 332 333
Grenada 328 321 334 384 349 337 337 372 351 344
Guyana 453 497 467 546 403 482 483 461 391 385
Jamaica 446 483 391 373 325 321 344 345 354 312
Netherlands Antilles 429 399 336 308 305 300 358 330 344 349
Saint Kitts and Nevis 331 347 310 298 270 262 277 266 215 270
Saint Lucia 320 332 321 300 312 304 365 318 300 301
Saint Vincent and the Grenadines 429 439 337 356 399 337 324 346 330 346
Trinidad and Tobago 307 286 266 261 300 264 275 261 279 293
Source: ECLAC, based on national data
<1>Includes recurrent and capital revenues plus grants.
Table 4
GRANTS
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 08 04 04 08 09 01 - - -
Aruba 2.5 1.5 1.4 1.1 1.1 0.9 0.7 0.9 1.0 0.9
Barbados - - - - - - - - - -
Belize 13 04 02 0.7 0.2 0.1 0.8 1.4 0.1 0.4
Dominica 6.2 8.7 73 6.6 58 32 33 2.1 1.1 14
Grenada 438 2.1 53 3.5 43 31 32 5.4 34 45
Guyana 24 16 109 137 0S5 14 14 16 18 05
Jamaica 1.2 16 13 0.5 1.0 0.7 0.5
Netherlands Antilles 4.7 4.7 25 0.7 07 06 1.8 L1 1.2 L5
Saint Kitts and Nevis 32 40 19 0.4 2.1 0.3 0.2 0.1 0.5 03
Saint Lucia 2.0 23 1.4 0.5 0.5 0.0 5.1 1.6 17 1.2
Saint Vincent and the Grenadines 3.9 6.4 0.7 1.1 67 28 0.2 0.4 0.2 0.2
Trinidad and Tobago - - 0.1 - - - 0.1 0.1 02 02

Source: ECLAC, based on national data
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Source: ECLAC, based on national data

<1>Includes tax and non-tax receipts raised by government but excludes sale of assets

Table §
CAPITAL REVENUE
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 06 17 09 13 14 02 02 04 03
Belize 08 79 20 1S 45 42 09 05 Lo 23
Dominica 07 06 01 08 06 08 14 03 13 03
Grenada - 01 o1 02 - 2.0 - 30 26 -
Guyana - 02 04 22 47 28 29 71 17 16
Jamaica<1> 167 223 91 90 47 32 27 25 21 17
Netherlands Antilles 0.1 - - - 02 01 - - - -
Saint Kitts and Nevis 07 33 06 20 04 01 05 01 02 02
- Saint Lucia - - 0.1 - 02 - - 0.1 - -
Saint Vincent and the Grenadines - - - - - - 01 07 07 03
Trinidad and Tobago - ol 01 04 01 01 00 01 - 0.1
Source: ECLAC, based on national data
<1> Includes revenue from the bauxite levy
Table 6
RECURRENT REVENUES<1>
(As a percent of GDP) ,
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
~ Antigua and Barbuda 296 261 236 246 236 246 243 244 242 254
~ Aruba 250 232 221 206 229 223 228 215 222 221
" Barbados 291 331 339 320 342 372 361 365 372 36S
Belize 284 300 300 311 300 298 277 283 262 262
Dominica 329 334 358 332 319 322 326 310 309 316
"Grenada 280 301 281 347 307 285 304 288 291 299
Guyana 428 479 354 387 352 440 440 375 356 364
Jamaica 279 260 300 270 263 276 312 309 326 289
Netherlands Antilles 381 351 311 300 296 293 340 319 331 334
Saint Kitts and Nevis 292 274 285 273 246 257 27) 264 268 266
Saint Lucia 300 309 307 295 305 303 314 302 284 290
Saint Vincent and the Grenadines 389 375 330 345 332 310 321 335 320 341
Trinidad and Tobago 307 286 263 257 299 263 274 259 217 290
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Table 7
TAXES ON INTERNATIONAL TRADE
(As a percentage of recurrent revenues)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Antigua and Barbuda 150 145 134 136 131 133 134 138 139 143
Aruba 31 32 32 31 32 32 37 38 30 3l
Barbados 86 73 76 11 58 56 S3 S8 56 45
Belize 153 170 163 161 155 143 137 141 139 84
Dominica 190 178 201 176 162 154 157 148 145 148
Grenada 175 179 164 237 175 152 158 148 141 165
Guyana 2 44 46 S2 46 S1 66 55 S0 50
Jamaica S1 S0 ST 47 60 64 84 17 93 19
Netherlands Antilles 27 29 27 34 34 35 45 43 43 38
Saint Kitts and Nevis 137 133 135 115 102 99 110 106 108 108
Saint Lucia 169 175 174 165 165 165 169 159 149 149
Saint Vincent and the Grenadines 181 189 158 152 142 129 139 139 140 137
Trinidad and Tobago 23 21 20 22 25 25 26 21 11 15

Source: ECLAC, based on national data

Table 8
TAXES ON GOODS AND SERVICES
(As a percentage of recurrent revenues)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Antigua and Barbuda 179 179 196 183 173 172 176 185 189 186
Aruba 179 181 171 156 163 162 159 170 164 150
Barbados 304  30.1 308 301 3258 334 370 373 376 391
Belize 10.6 13.1 133 13.3 10.7 11.2 11.8 11.1 110 351
Dominica 7.7 107 100 140 1435 141 127 131 138 127
Grenada ; 1725 189 209 126 145 140 155 165 165 162
Guyana 31.0 24.5 264 262 288 26.0 29.0 33.0 336

Jamaica 372 350 327 314 298 315 313 30.8 287 293
Netherlands Antilles 113 126 135 141 145 150 123 127 123 167
Saint Kitts and Nevis 120 101 104 87 108 120 129 124 119 120
Saint Lucia 109 103 106 104 115 108 110 114 125 1L6
Saint Vincent and the Grenadines 12.1 139 165 137 119 127 122 113 127 142
Trinidad and Tobago 134 173 196 286 238 291 312 284 262 253

Source: ECLAC, based on national data
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Table 9
PERSONAL INCOME TAXES
{As a percentage of - recurrent revenues)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

‘Aruba : . 223 222 247 26.5 224 227 24.1 243 246 244
Barbados 73 13.0 123 14.7 169 16.2 183 17.8 183 18.7
Belize 20.8 20.8 19.4 19.5 21.1 244 24.1 225 228 222
Dominica 17.1 14.4 12.8 113 10.9 10.5 10.7 12.8 13.5 11.6
Grenada 06 05 09 01 33 65 65 80 101 44
' Guyana 141 117 69 70 S1 86 116 153 160 ..
Jamaica<4> 393 414 379 441 272 256 222 240 223 263
Netherlands Antilles 254 256 211 238 240 248 245 258 277 288
Saint Kitts and Nevis 94 99 118 118 131 120 116 138 141 150
Saint Lucia 116 98 79 78 74 80 89 88 103 105
Saint Vincent and the Grenadines 114 123 103 10.5 9.9 109 11.2 29 112 120
Trinidad and Tobago 197 191 150 103 134 202 200 191 181 188

Source: ECLAC, based on national data
<4> Data relate to personal and corporate income for period 1987-1990.

Table 10
CORPORATE TAXES
(As a percentage of recurrent revenues)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Antigua and Barbuda 11.0 10.1 10.1 12.2 104 95 94 9.0 6.9 75
Aruba 8.5 7.6 8.0 5.2 109 78 9.1 10.2 9.5 10.0
Barbados 11.4 128 127 115 12.7 12.0 109 13.4 14.0 136
Dominica . 83 8.5 715 113 98 124 114 92 9.0 136
Grenada ) K 75 78 84 1.6 13.6 14.5 13.8 12.3 12.5 121
: Guyana . 207 240 265 257 245 245 208 190 208 NA
- Jamaica<5> v 13.0 13.4 13.6 144 128 107
Netherlands Antilles 447 415 445 344 334 303 299 283 271 248
Saint Kitts and Nevis 5.6 48 47 84 7.0 6.5 6.5 5.1 5.1 5.4
Saint Lucia ) 13.5 149 175 180 18.8 184 14.8 17.1 15.3 149
_Saint Vincent and the Grenadines 7.6 7.8 9.5 16.2 153 13.5 12.0 15.8 12.6 124
Trinidad and Tobago 327 261 325 329 336 227 182 214 262 292

Source: ECLAC, based on national data
<5> Data relate to personal and corporate income for period 1987-1990,
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Table 11
TOTAL EXPENDITURES<1>
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Antigua and Barbuda 295 316 319 247 277 274 261 274 215 269

Aruba 350 302 271 242 245 250 230 221 236 246

Barbados 376 365 362 404 358 387 381 375 381 401

Belize 302 282 319 330 398 417 385 378 316 333

Dominica 410 427 456 503 417 419 375 382 390 351
! Grenada 430 427 447 531 398 343 345 390 350 378

Guyana 952 8.1 547 792 675 680 563 480 414 429

Jamaica 375 49 408 324 381 387 371 451 408 558

Netherlands Antilles 432 413 364 345 339 367 383 392 394 390

Saint Kitts and Nevis 590 408 355 301 293 273 291 296 341 328

Saint Lucia 325 304 313 290 305 322 372 327 318 323

Saint Vincent and the Grenadines 382 428 363 364 402 380 372 349 354 330

Trinidad and Tobago 365 343 307 274 302 291 277 261 277 278

Source: ECLAC, based on national data

<1> Includes recurrent and capital spending, financial investment and net lending and amortization payments.

Table 12
CAPITAL EXPENDITURES<]1>
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Antigua and Barbuda 78 82 20 22 16 25 35 35 28

Aruba 6.9 5.4 43 36 35 26 25 24 22 2.1

Barbados 7.7 72 7.0 8.1 39 39 39 36 43 6.5

Belize 3.7 65 112 127 184 186 142 120 80 110

Dominica 110 136 164 218 122 116 59 5.5 73 44

Grenada 103 146 15 167 87 4.5 57 116 82 103
" Guyana 204 264 138 240 129 109 146 169 147 165

Jamaica 138 188 156 134 144 164 111 185 139 241

Netherlands Antilles 39 2.6 2.5 32 22 22 26 2.5 27 22

Saint Kitts and Nevis 316 148 97 34 3.6 28 4.1 36 6.1 46

Saint Lucia 79 8.3 7.5 64 76 9.8 147 97 79 8.4

Saint Vincent and the Grenadines s8 109 S8 78 124 105 98 6.1 72 35

Trinidad and Tobago 72 34 24 16 34 19 12 16 20 16

Source: ECLAC, based on national data

<1> Includes amortization payments for external and domestic debt.
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Source: ECLAC, based on national data

Table 13
RECURRENT EXPENDITURES
(As a percent of GDP)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
- Antigua and Barbuda 295 238 237 227 255 258 236 239 241 241
Aruba- , 281 248 228 206 210 224 204 198 214 225
Barbados 299 293 293 323 318 348 342 339 337 336
Belize 265 216 207 203 213 231 243 258 236 223
Dominica 300 291 292 284 295 303 316 326 316 307
Grenada 326 281 372 364 311 298 288 274 268 274
Guyana 748 597 409 552 547 571 417 310 268 264
Jamaica : 237 261 252 190 237 223 260 266 269 318
Netherlands Antille: 393 387 340 314 316 346 357 367 367 368
Saint Kitts and Nevis 274 260 258 267 257 245 250 259 279 281
Saint Lucia 246 222 238 226 229 224 225 230 238 238
Saint Vincent and the Grenadines 324 319 305 286 278 275 274 289 282 296
Trinidad and Tobago 293 309 283 258 268 272 265 245 257 262
Source: ECLAC, based on national data
Table 14
WAGES AND SALARIES
(As a percent of current expenditures)
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
‘Antigua and Barbuda 478 S00 504 541 556 613 600 590 568
Aruba 521 464 546 504 534 556
Barbados 388 455 439 442 435 383 410 436 434 357
Belize 545 560 567 581 549 S50 S50 545 S35
Dominica 620 629 616 726 573 569 S66 581 570 561
Grenada $55 556 541 539 506 S3.6 S3.8 520 524 537
Guyana 259 266 202 141 122 143 173 236 252
. Jamaica 352 296 305 362 365 245 406 323 356 287
. Netherlands Antilles 447 454 450 482 482 501 S48 496 SL1 510
 Saint Kitts and Nevis NA 417 427 416 391 421 440 428 4Ll 440
Saint Lucia 524 505 563 523 5.7 505 525 531 523 523
Saint Vincent and the Grenadines 485 478 474 450 546 S42 544 545 538  S30
Trinidad and Tobago 484 438 387 357 368 398 397 365 368 330
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Table 15
GOODS AND SERVICES
(As a percent of current expenditures)

Source: ECLAC, based on national data

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 336 314 310 226 219 233 218 204 2LS
Aruba 312 275 287 244 242 242
Barbados 131 120 130 138 115 167 110 111 112 101
Belize 283 277 306 315 231 205 192 181 168
Dominica 201 184 225 00 205 198 176 164 161 174
Grenada 142 176 187 248 169 159 145 174 171 173

- Jamaica 246 334 205 241 240 201
Netherlands Antilles 230 218 264 274 302 251 234 258 241 222
Saint Kitts and Nevis 446 368 358 384 320 401 386 350 377 283
Saint Lucia 181 179 170 189 203 220 209 205 197 205
Saint Vincent and the Grenadines 245 317 343 287 232 250 261 236 232 234
Trinidad and Tobago 8.5 8.5 86 106 106 74 80 104 102 9.1
Source: ECLAC, based on national data
Table 16
TRANSFERS AND SUBSIDIES
(As a percent of current expenditures)

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 6.6 6.4 6.2 49 5.9 6.3 8.3 9.5 110
Aruba 179 176 173 164 171 173
Barbados 262 279 277 257 256 246 299 286 275 257
Belize NA 74 72 70 110 102 92 106 107 116
Dominica 112 94 100 112 155 151 156 162 166 158
Grenada 175 147 198 184 201 209 205 197 190
Netherlands Antilles 279 278 242 190 162 188 163 170 161 170
Saint Kitts and Nevis 6.9 6.0 82 128 133
Saint Lucia 125 143 130 168 167 233 223 226 205 213
Saint Vincent and the Grenadines 165 94 148 176 183 164 146 167 160 172
Trinidad and Tobago 339 352 354 360 00 331 300 283 317 342
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Table 17
INTEREST PAYMENTS
(As a percent of current expenditures)

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 00 120 122 124 184 167 9.1 9.9 90 106
Barbados 116 139 140 137 177 174 151 164 177 150
Belize 1.7 105 74 7.6 58 9.5 9.1 100 112
Dominica 79 8.0 6.8 71 6.7 83 103 93 103 106
Grenada 93 125 91 121 104 108 102 110 100
Guyana 454 392 311 550 539 494 450 421 418
Jamaica 342 344 364 450 389 421 389 436 404 425
Netherlands Antilles 4.5 5.0 44 5.4 56 5.9 5.5 76 7.7 8.1
Saint Kitts and Nevis 123 119 132 139 108 114 101 85 116
Saint Lucia 7.6 6.3 5.0 6.0 52 42 43 39 53 50
Saint Vincent and the Grenadines 4.5 4.0 42 40 39 44 49 5.1 69 6.4
Trinidad and Tobago 92 126 174 178 179 197 223 222 201 177
Source: ECLAC, based on national data

Table 18
FISCAL RIGIDITY<1>
(As a percent of current expenditures)

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Antigua and Barbuda 598 622 628 725 723 704 699 701 675
Barbados 504 594 580 579 612 557 560 600 6Ll 530
Belize 661 665 641 657 607 645 641 645 647
Dominica 699 709 678 798 640 652 669 674 673 6638
Grenada $$.5 649 666 630 627 640 646 621 634 637
Guyana 713 658 513 690 662 637 648 657 670
Jamaica 694 641 668 812 754 666 795 759 760 7L1
Netherlands Antilles 492 504 494 537 538 561 603 572 593 596
Saint Kitts and Nevis $40 546 548 531 530 553 529 496 585
Saint Lucia 600 568 613 583 559 546 S68 369 576 573
Saint Vincent and the Grenadines $30 518 S1L6 489 585 586 593 660 607 594
Trinidad and Tobago $76 563 560 535 547 595 620 611 569 575

Source: ECLAC, based on national data
<1> Refers to the sum of wages and salaries and interest payments.
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Table 19
HEALTH EXPENDITURE
(As a percent of total expenditures)
1987 1988 1989 1990 1991 1992 1993

1994 1995 1996

Barbados 134 145 145 147 151 138 146
Dominica 11 96 99 94 114 110 125
Grenada 10.6 9.5 88 1.1 126 120

Guyana 29 53 6.9
Jamaica 70 S3 67 87 ST 62 85
Trinidad and Tobago 100 100 93 91 91 99 96

Source: ECLAC, based on national data

14.5 143 13.9
12.3

74 83 6.3
71 5.7 4.1
8.8 43 74

1994 1995 1996

Table 20
EDUCATION EXPENDITURE
(As a percent of total expenditures)

1987 1988 1989 1990 1991 1992 1993
Antigua and Barbuda 157 82
Barbados 171 191 216 238 212 205 249
Dominica 149 129 128 119 141 139 156
Grenada 137 95 88 136 161 169 ..
Jamaica 141 109 138 159 104 94 153
Trinidad and Tobago 1LS 117 112 112 108 1LS 119

Source: ECLAC, based on national data

8.6 79 9.5
226 200 202
15.0

108 126 9.7
11.8 5.9 113
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