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THE TAX REFORM PROGRAMME 1979/80 

Tax policy and tax administration represent a primal aspect of government's 

economic policy. The need for a!l evaluation of the effectiveness of our tax system was 

recognized and consequently the government undertook a programme of tax reform, the 

proposals for which were submitted in May 1979. 

2. Th3 Ta~ Reform Programme seeks to focus on the functional competence of 

the syste.m, particularly with respect to revenue flow; the versatility of the t~ system in 

satisfying planning objective (e. g. not discouraging industrial expansion, encouraging cr~t 

a~d other labour intensive occupations, encouraging savings and investment, etc.); the 

effectiveness of those aspects of taxation which must be adjusted from time to time(e. g. 

the tax base, the rate structure, etc.);. and the institutional arrangements for managing or 

administering the process of taJ_Cation (e. g. the performance of the Collector General and 

Income Tax Departments). More specifically, many of the proposed changes for reform are 

directed to the structure of the major components of taxation (such as income taxes, consump-

~ion duty, excise and sales taxes, property taxes, etc.), as well as to the methods of adminis-

t~ring them. Special consideration has been given to the broadening of the tax base and to 

1 ncreasing the spread of the tax burden. Of paramount importance also is the updating and 

streamlining of the system of tax administration in order to improve compliance among 

taxpayers, as well as to improve the flow of tax rever.ues. 

3, The Government haa earlier give~ the commitment that the overall burden of 

'.taxation for the fiscal year 1979/80 would not be increased, but rather every effort would be 

made to improve social equity. Consequently, the Tax Reform Programme has not proposed 

that there should be any appreciable changes to tax rates for 1979/80. In cases .such as 

excise taxes, consumption duty, and stamp duty, where adjustments .night become necessary 

in an effort to achieve efficiency and simplicity, any marginal upward adjustment will be 

offset by downward adjustments elsewhere so that the overall tax burden is not increased. 

4. The Reform proposals, also in ·fulfillment of the Government's commitm~nt, have 

not sought as an objective to ID')rease in 1979/80 the share of the economy's output which goes 

into taxese However, because our economy as well as the tax system itself have been experien-

cing the higPJy unsatisfactory and undesirable situation whereby the flow of tax revenues does 

not automatically adjust to increases in incomes and prices, tax reform has had to seek to 

redress this problem. 
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TAXATION 0 F PERSONAL INCOME 

As of the 1980 year of assessment, the following changes to the income tax 

structure will become effective: 

I Adjusting the Income Bands and Tax Rates 

These adjustments will be as follows: 

For ev€ry Dollar of the first $7,000 of statutory income 309 

" " " " " next $3,000 " " " 

" " " " " ,. $2,000 " " " 

" " " " " " $2,000 ,, 
" " 

For every Dollnr of the remainder 

The ·highest marginal rate will now be 57.5 percent. 

II Extension of, and Increase in the Special 
Jax Credit of $104.00 

509 

57.59 

With effect from the year of assessment 1977, a special tax credit of $104 has 

been allowed to each individual whoso statutory income for the year of assessment does 

not exceed $11,000 and the major part of which id emoluments taxable under section 5(l)(G) 

of the Income Tax Act. This special credit will now be increased to $156.00, !Did. wUl also 
be allowed to all individuals with income not in excess of $12 ,000 without any condition as to 
th& e·ouroo· of t-he; incoc1e. · ·- -That is to say toth ea:rned. income 

such as wages and salaries as well as unearned income such as rents and dividends will ' 

enjoy this credit. 

III Increase the Tax Credit Granted in 
Respect of a Child 

At present a dependent child qualifies f9r tax credit-to 1ilie taxpayer up to a maxi-

mum of $80. This credit will now be increased to $100. 

IV Extend the Tax Credit in Respect of 
Household Help 

Currently, there is ::tllo·wed to a person whose statutory income for the year of 

assessment does not exceed $10,000, a tax credit of $208 in respect of a household helper 

~rnployed on a weekly basis. This credit will now be allowed to all persons who employ 

help in the running of tho household. The employer would only be eligible if the household 

helper is a registered contributor to the National Insurance Scheme. 
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V 1:~~ Credit i~ r e t>puct of Working Wife 

Conaequent on the enactment of Act 37 of 1971, a married man although still 

subject to tax on his wife's unearned income was no lonfier '1iabt~·tortflx .. 6rl he:f"earned 
income unless that both jointly elected to be 
assessed on the amount of their combined incomes •. The resultant tax benefit accruing 

to the husband was, however, diminished by the simultaneous withdrawal not only of the 

wife's earned income allowance, but also of the allowance ordinarily granted to an 

individual who is married and bas a wife living with him. 

While the reason for the withdrawal of the \vife's earned income allowance is 

obvious, it is less clear why the wife's allowance has been withdrawn, especially since 

there appears to be no sound basis in equity for the denial of the relief. The fact is that 

a married man whose wife lives with him has a continuing responsibility for her maintanance. 

A husband who is assessed separately will therefore be allowed the tax credit of $140 for his 

wife living with him. 

VI Tax Credit ln Re~pect of Contribution to Approved 
pension Schemes by Self-E~loyed Persons 

At present, provisions for an income at retirement are provided t9 all em;lloyed 

persons through the NIS and in C.:3 case of r any workers, through a variety of pension 

schemes. Provision now exists in the Income Tax Act under which, for the purpose of 

ascertaining chargeable income, an employee is allowed, as a deduction, ari amount not 

exceeding 10% of emoluments in respect of contribut~ons to an approved superannuation fund. 

The Act will now be amended to enable self-employed persons to obtain the 

advantages with regard to ensuring a pension on retirement similar to those enjoyed by 

employed persons. 

The amendment will therefore provide for the grant of a statutory allowance 

with an upward limit to the self-employed person who saves in nn approved pension schemo. 

VII Separate Assessment and Charge'of Wife's 
Unearned Income 

Under tho provision at section 50 (1) of tho Income Tax Act, unless an election 

is otherwl.'le made, a married woman living with her husband is assessed and charged 

the tax on her earned incomL as though she wore a single person. Her husband, however, 

continues to be liable in terms of section 49(1) for that portion of her income which is 

'unearned' income. This means thl!t if the wife bad income consisting of dividends, rent, 

interest, etc. the husband will be liable to tax although the income belongs to the wife. 
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The provision is discriminatory and there should be total separation of the incomes of 

husband and wife, with thcwife being liable for assessment in regard to her income 

from whatever sources - employment, investment, etc., unless an election 1s other-

wise made. 

The Act will be amended to provide for the separate assessment and charge 

of wife's income.· 

VIII Allow Overseas Holiday Expenses to be 
Spread Over Three Years 

Currently, relief from income tax iu respect of payments for overseas 

passages to employees is circumscribed by time and monetary limits. Thus, in regard 

to time it is provided that: 

"where the relief is granted in respect of any yP.ar to any individual, 
similar re!ief shall not be granted to that individual in respect of the 
next two succeeding .years" •. 

The limitation will now be lifted and restated to the effect that the amounts of $900 for 

an individual' or $3,600 for a family of four may be spread over the period of three years. 

IX Deduction on Account of Tax from Payments to 
Certain Contractors and Sub-Contractors 

Provision is to be made that a person making a payment to a self-employed 

contractor or sub-contractor will be required to deduct tax at the rate of 5% or such 

other rate agreed with the Commissioner of Income Tax and notified by the Commissioner 

to the person making the payment, and pay the tax so deducted over to the Commissioner. 

The amount so deducted is to be tret..tcd as a payment on account of the contractor's or 

sub-contractor's income tax liability. 

The person making the payment will deduct the tax from so much of the 

payment as is not shown to represent the direct cost to any other person of materials 

used or to be used in carrying out the relevant operations. 

X Providing Information to the Commissioner of 
Inco1ne Tax on Interest Earned and Paid or 
Credited to Depositors 

Over the years, the Commissioner of Income Tax has not been able to ·enlist 

the cooperation of most financial institutions to furnish him with particulars of interest 

paid or credited to depositors. 

In recognition therefore ,. of the need to arm the Commissioner in this effort to 

combat evasion, provision is to be made to require that persons carrying on the business of 
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banking or accepting deposits~ notwithstanding anything contained in any other Act to submit 

to the Commissioner of Income Tax required information as to the amounts paid out to a 

depositor in interest providing that sum is equal to $600 and above. 

XI Objection to Assessment in Respect of 
No Return Cases 

Under the provision at Section 75 of the Income Tax Act, if any person disputes 

an assessr.1ent he may apply to the Commissioner within thb!ty days from the .date of the 

notice of assessment, by notice of objection in writing to review and revise the assessment 

made. · 

This provision is being used by many taxpayers as a basis for delaying or deferring 

settlement of an objection, the main area of delay being in the submission of proper returns of 

income in cases where tho Commissioner made assessments because taxpayers neglected to 

make returns. 

The Act will therefore be amended to provide that where a taxpayer has filed an 

objection and the Commissioner pursua.Ilt to the request for him to review and revise the ·. 

assessment, requests information in order to enable him to do ~ so, if the information is not 

provided within thirty days of the Commissioner's request, or such further period as the 

Com.missioner in his discretion may requestp the appeal or objection of the taxpayer will 

become null and void, m1d the C on1missioner may therefore !)roceed with court action. 

TAXATION OF CORPORATE INCOME 

The system of taxing corporate profits whereby a company is charged CPT 

(Company Profits Tax) on its total profits and the shareholder is also charged independently 

to income tax on the divtdend received from these profits will be retained. 

Corporate Tax Rate : As far as the tax rate is concerned, the nominal differential 

· CPT rates as well as the ACPT (Additional Company Profits Tax) and ICPT (Investment 

Company Profits Tax) will be abolished. The Separate Entity System by itself provides 

sufL::ient disincentive to distribution and at a reduced administrative ccst~ The present 

policy is one of encournging retentions in.order to provide funds for reinvestment, and 

discouraging consumption expenditure through diGtributions. 

The Corporate tax system would be greatly simplified with a uniform tax rate on 

company profits established, once chargeable income hns been ascertained. The proposed 

single rate is 45%. For agricultural companies however. therG would be an increase of 



20.0 percentage points in the rate (which is now Zo'/u) . It. is therefore proposed that the 

rate applicable to · such companies be retained at 25. O%. The system for corporate 

taxation would now define two types of companies, n.gricultb:ral and nonagricultural. An 

"agricultural company" means a body corporate whose business consists mainly in the · 

carrying on of agriculture, horticulture, fruit growing, seed growln~, dairy farming, 

livestock brooding, livestock keeping or fishing, and the major part of whose income is 

derived therefrom. 

Group Relief for Losses 

Where companies belong to a group because they are under common control, 

some of them may be paying income tax on their profitS' while others in the same group 

may have suffered losses. Under this system the group as a whole may be paying tax 

although it has suffered a net loss. ~t has therefore been d'3cided to introduce a system 

whereby group losses can be considered for tax relief. 

granted: 

The following conditions must, however, be satisfied before relief can qe 

i) Two companies arc to be regarded as members of a group 

only if one is at least a 75% subsidiary of the other or they are 

both 75% subsidiaries of a third company. A 75% subsidiary 

would be a company in which its parent holds directly or indirectly, 

not less than 75% of its ordinary share capital; 

ii) For those purposes a condortium would not qualify as a group; 

iii) No member of the group should be resident outside Jamaica; 

iv) Transferrable losses must be the losses computed in accordance 

with the Income Tax Act, and losses incurred before the commence

ment of tho enabling provision will not be admitted; 

v) Where accounting periods do not coincide, ptofits and losses to be set 

off must be in respect of the overlapping period and should therefore be 

apportioned accordingly; 

vi) A claim for group relief must receive the consent of the surrendering 

company notified to the Commiosioner on a prescribed form; 

vii) Payment is not a necessary condition for relief although the. companies 

may find i~ to their advantage to make or recel vc payment for the surrender l 

of losses. Where a payment is made, it is not be taken into account in 
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computing profits or losl:lus of oit.hcr the company :receiving or 

surrendering the losses; 

viii) A claim for group relief should be made within one year after the 

end of the accounting period to which the losses relate. 

All of the above changes in Corporate income taxes will become effective as of January 1980. 

PROPERTY TAXES 

The changes in respect of property tnxes involve: 

i) Make provision that all property tax arrears be paid up before nny 

registered property can be transferred, mortgaged or leased; 

ii) To make provision to enable the Collector General to lodge caveats 

o"n registered property for which tax is owing; 

iii) To provide for the sale of tax liens :in cases where the tax debt due 

has not been discharged after two years; 

iv} It is also decided that effective January 1980, the surtax burden now 

imposed on properties valued at $12,000 and over will be removed. 

INDIRECT TAXATION 

Internal tmw~ on consun1ption 0an no longer be said to be too selective in their 

coverage of goodsp neither can it be said that they are not broadly based. This was certainly 

tho case up to February 1976. Since that tirao, however, these taxes have become global 

in extent covering vir:un1ly all comrloditics save raw materials, which were either excluded 

from the schedules o1 duties or exempted from the duties prescribed. Nevertheless, our 

internal taxes are not sufficiently systemized and lie scattered about in three random 

disconnected bundles called consumption duty (global in its coverage of goods), excise duty 

(restricted in its coverage of goods), and a retail sales tax on only seven categories of 

goods. Up to June of 1978, the situation was even worse, for then there were two independent 

streams of consumption duty viz: a schedule of basic consumption duties and a schedule of 

additional consumption dutks. Fortunately, these were consolidated in June of l978, or to 

be more exact 9 they·:were mechanically super-imposed the one upon the other to give the 

current schedule of consumption duties. 
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The Aims of Reform in Indirect Taxtation 

Reform in this area will have as its basic aims unity, simplicity, neutrality and 

i) Unity, that is, the replacement of the present set of taxes by a single 

system of internal taxation; 

ii) Simplicity, that is, the removal of unnecessary complexities and the 

establishment of a relatively simple system and an equity that would be 

conducive to greater taxpayer acceptance and ease of administFation. 

Having, for example, rates which are easy to calculate; 

iii) Neutrality, that is minimising the situation whereby mark-up is placed 

on the tax and the consequent inflationary effect of these taxes, while not 

jeopardis:ng revenue fldws; 

iv) Securing buoyaney., that is the automatic security of the "real income11 

of the Government by ensuring that as prices and incomes rise the 

rev~nues keep pBce. 

Phases of Reform 

The reform programme for indi:&.·ect taxation will take place in phases. There is 

an immediate programme which will cow be implemented .. Then there is the second phase 

which will be put into effect about November, and this will be followed by a final phase, the · 

implementation of which will depend on the experience gathered in carrying out phase two 

as well as the speed with .vhich it is implemented. In the immediate phase will be the 

following: 

a) Tax Relief ·on Products of Labour Intensive Industries: 

Production/Employment could be stimun.lted if lnbour intensive 

industries were given a tax advantn.ge over capital intensive industries 

manufacturing the same line of goods. For example, in textiles, wood

work, etc. This exemption would only apply: 

i) to goods which are produced wholly by human labour; . 

ii) to goods in respect of which the man-made element is at 

least as important, if not more important than the machine

made element. 

Agreement has already been reached with the National Institute of Craft whereby 

administration of these exemptions would be facilitated by collaboration between the. Collector 
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General :mci the D1stilute. 

Exemption of Goods from Exc:f.so/Consumption Duty when wholly 

manufactured/produced from duty-paid raw :.nate.rial. The mechanisms 

will be: 

i) a duty-free transfer facility from one manufacturer to 

another in respect of raw materials; 

ii) a drawback arrangement to facilitate "over-the-counter" 

retail sales of raw material to a manufacturer on. a duty

free basis; 

iii) an open bonding arrangement to facilitate the duty-free retail 

sale of low-duty raw material to a manufacturer. 

The mechanism being how proposed to overcome this flual obstacle would 

prescribe that,· if a manufacturer proved that he had used only duty-paid 

raw material in the manUfacture of his final goods, exemption from 

excise/consumption duty would be provided. Excise/consumption duty 

revenue loss would be offset by the duty collected on the raw mater·ial. 

c) Acceleratei! Drawbaek fur Exports 

Calculation of drawback is time-consuming causing a considerable time

lag between the dn.~e of execution of the necessary customs/excise/ 

consump .. .ion duty form~dties and the actual payment of the drawback. 

This time-lag can run into many months •. 

chiefly: 

The circumstances giving rise to drawback vary, but arise 

i) · when goods on v,rbich excise/customs/ consumption duties 

have been paid are exported (or re-exported) or are put 

on bonrd a ship or aircraft as ''ships stores"; 

ii) w~en goods manufactured locally from duty-paid raw m~terial 

are exported. 

Legislative mechanisms will be devised to allow "provisional" and 

and hence immediate paymC'nt of drawback as self-assessed by the applicant, 

provided that the· applicant had lodged a sufficient bond with the Collector 

General. When the drawback claim is chocked and the actual amount 



certified for payment, the difference between this and the sum paid in 

advance coald be settled between the Collector General dnd the applicant 

and the bond disengaged for further similar drawback use in favour of 

the same applicant. 

d) Legislative Weapons to Reduce Arrenrs of Excise/Consumption 
Duty/Sales Tax 

J:hese arrears vl'ill be attacked by the following legislative mechanisms: 

i) Withholding of the amounts refundable to a manufacturer or 

vendor to offset his arrears of duties; 

ii) Automatic penalties for arrears of duties; 

iii) Collection of arrears of duties from third parties. 

We . believe that, as is the experience of ot~er countries, a powerful 

and perfectly acceptable legislative weapon for accelerating the collection 

of arreras of duties consists of provisions to -

i) empower the Colle~tor General to withhold amoup.ts refundable 

to any person, using such amounts to offset his arrears of 

payment of duty; 

ii) empower the Collector General to assign to himself monies owned 

by any person to a manufacturer /vendor of chargeable goods ':ID.d 

to usc same when it is paid to him by the debtor to liquidate the 

arrears of excise, consumption duty /retail sales tax of that 

manufacturer/vendor; 

iii) ensure that arrears of duties· entailed automatic penalties. 

These devices have proved in other countries to be effective tools for the 

elimination of arrears of taxes without resorting to legal action and other 

cumbersome procedures such as liens against ~ssets. 

e) There will be a downward adjustment to the rates of duty applicable to 

motor cars and comercial-type vehicles. In the case of motor cars, the 

duties (customs duty, stamp duty and retail sales tax) currently goes up 

to 173.143% of CIF value whore the vehicle has an engine capacity exceeding 

1199 c.c. and 163.175% when the engine capacity does not exceed 1199 c.c. 

The following is an example of tl1is form of the current price structure: 



CIF value 

45% Customs Duty 

tt> 
· ~ 

100 

15 
145 

ll. 

••• Cl •••••••••••• 45 

10% Stamp Duty 11. 5 •• • . • • . . . . • • . • • • • 14. 5 
159.5 

25% Mark-up 39. 875 ---
199.375 

57.% Retail Sales 
Tax 113. 643 ••••••••••••••••• 113. 643 

Retail Price 313.018 = 173.43% of en:. 

It is now intended to reduce the overall rate of duty on motor cars to the 

following levels ~s fro~_ a date to ~~ announced. 

i) \Vhen the engine capacity does not exceed 1500 c. c. duty 

level will be reduced to 100% of CIF value • 

ii) When the ~ngine capacity exceeds 1500 c.c. but does not exceed 

2000 c. c. the duty level vlill be reduced to 150% of CIF value. 

The existing overall duty of 173.143% of CIF will continue to apply to cars 

with engine capacity exceeding 2000 Co c. The new price structure will 

take the follo•.ving form: 

When engine capacity exceeds 1500 c.c. but does not exceed 

2000 c. c. 

CIF value 

45% Customs Duty 

10% Stamp Duty 

25% mark-up 

45. 39185% Retail Sales Tax 

n a tail Price: 

$100 

45 
145 

••••••••••• 45 

14.5 ·······•··• 14.5 
159.5 

39~ 875 - --·- ·-
199.375 

90.5_ •••••••• 90.5 

283. 875 150. O% of CIF 

In tho case of commercial-type vehicles, the duties (customs duty, stamp 

duty and retail s::1.les tnx) goes up to 168.598% when the engine capacity 

exceeds 1199 c. c. and 159. 028% of CIF value when the engine capacity does not 

exceed 1199 c.c. The followinG is an example of the form of the current 

price structure: 
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CI F $100 
15% Customs Duty 

10% Stamp Duty 

20% mark-up 

57% Hetail Sales TX< 

Retail Price 

15 
145 

14.5 
159.5 
31.9 

191. 4 

................ .... " .......... . 45 
14.5 

109. 098 ••••••••••••••••• 109. 098 ---

300.498 168. 598 of CIF. 

It is now intended as f om a date to be announced to reduce the overall rate --- ·- --- - -

of duty to 85% of CIF value irrespective of engine capacity. The new price 

structure will take tho followinr, form: 

CIF value 100 
45% Customs Duty 

10% Stnmp Duty 

20% mc.rk-up 

13. 3?:288% Retail Sales Tax 

netrril-Pricc 

45 •....••.••• 45 
145 

11 . 5 ..........•. 14.5 
159.5 
31. !) 

191. 4 
25.5 

21G. 9 

25.5 

85.0% of CIF 

In addition to adjusting downwards the duty rates on motor cars and commerci'ttl 

tYi)e ve hicles, there will also be a downward adjustment to the overall duties on 

motor vehicle parts, but this will be done in conjunction with a reduction of the 

pe:::-centage mark-up which is currently allowed on these goods. Currently, the 

duties (customs duty, consumption duty and stamp duty) g:rtl3Sup to 82.325% of CIF 

value in the case of motor car parts and 64 .45% in the case of parts for 

commercial-type vehicles. The price structure on imported parts currently 

takes the following form: 

CIF value 
30% Customs Duty 

27~% Couaumption Duty 

10% Stamp Duty 

2% Warehouse Costs 

100% mark-up 

Hetuil P·rice 

PAnTS FOR MOTOR CARS - ···---· 
$100 

30 •..•••••••••• 30 
130 .•• ~ I •• f • ~ • C" t • 

35. 75 • • • • • • • • • • • 35.75 
165. 75 

_16~-~ • • • • • • • • • 16. 575 
182. 325 .82. 325 of CIF 

3.6465 
185.9715 
185.9715 

371.9430 

It is now intended, ns frol!~a dn.te to be announced, to reduce tho overall duty 

rates on motor vehicle parts as follows: 

:,P.arts for mot'or cars: 

Parts for commercifil
type vehicles: 

45% of CIF value 

35% of CIF value. 

(. 
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IMPOll TED MOTOR CAR PARTS - - ---

Example 

CIF value 100 
30% Customs Duty 30 

130 
11.53846% Consumption Duty 15 

145 
Zero Stamp Duty 

••••••o• 30 

........ 15 

........ Zero 
115 145% of CIF 

(1%) Warehouse Costs and 
·Financing 

Mark-up 

Retail Price 

L __ _) 

(a now system) 
pf mark-ups ) 

(Considerably ) 
(reduced reatil ) 
(price ) 

IMPOTITED PARTS FOR COMMERCIAL-TYPE 
VEHICLES - - --- ------------------

Example 

CIF value 100 
30% Customs Duty 30 ............. 

130 
3e 84615% Consumption Duty 5 ............. 

Zero Stamp Duty 

(?%) Warehouse costs & 
Financing 

Mark-up 

Reta .• .l Price 

135 
............. 

135 

(a new cystem) 
.J9f m?Ik-up_L 

(considerably ) 
(reduced retail) 
(price ) 

30 

5 

Zero 
35% of CIF 

A new system of mark-ups is being devised which, in conjunction with the 

reduced duties will result in a considerable reduction of the present r levels 

of retail prices which, as already said are now almost four times the size 

of the CIF value. The Ministry of Industry and Commerce will shortly table 

a Ministry Paper on this intricate subject. 

i) Rationalization of Duty Conce ssions enjoyed by Quasi-Government · 
Institutions including Statutory Bodies, Parish Councils and Government 
E~.!_C_!]~.~~scs 

A quasi-government institution may be identified as such, by virtue of its 

possessing the following qualities: 

i) Sue h an institution should perform functions which would otherwise 
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(:In a civilized society) bo the responsibility of Government; 

ii) · ~) It should be subjected to ministerial control and direction in the formnl?fioo 

and execution of its policies and possibly, to some degrw, in too a:;J;;>a!:ctJ:::a~ 

personnel; 

iii) Its revenue should be wholly or substantially derived from funds p-:orlOOO 

by Government, and it should be responsible to account to the Governmc 

for the way in which its funds are expended. 

There are about 216 of the above bodies and the duty concessions afforded to toom are 

substantial. During the fiscal year 1979/80 there will be an overall review and rationalization of 

the duty concession policies operative as regards quasi-government institutions. It is expected 

that as of 1980/81 there will be a fundamental adjustment to the system which now operates. 

T~~ Second Phase of the Reform Progamme 

A sales tax at the manufacturer's level offers the most straight-forward route 

through which there could be an initial movement towards real reform of our system of internal 

commodity ta.'WS for this fiscal year. The excise and consumption duties are already in effect; 

manufacturer's sales taxes and both the legislation ·and the administrative apparatus relative 

to these taxes exist and are operational. Policy level work, will essentially involv~ the institutio; 

in the first instance of a merger of excise and consumption duties followed thereafter by work 

towards simpl:'fication and rationalization of the resultant composits rate structure including 

replacement by ad valorem duties wherever feasible of the plethora of low level specific duties wl 

now infest our excise taxes. The "Big FoL1r" viz: spirits, beer, cigarettes and gasolene would 

however, retain their current specific rates of duty. 

The treatment of the seven categories of consumer durables which are now subject 

to a retail sales tax should be as follows: Consumption duties and sales taxes thereon should 

be consolidated (taking account of cascade effectr) into a series of sales tax rates. Additional 

items of important consumer durables of high viGibility, and restricted as to identifiable retail 

outbts should be charged with sales taxes wh_i._ch_ ~.?._~ld replace existing consumption duties. 

The above programme would be implemented during the course of fiscal year 1979/80, 

and hopefully by November of 1979. 

The third Phase of the Hcform Pro~ramme will::. consider tho introduction of a 

generalized sales tax at the retail level. The schedule for this phase will, however, depend on 

the experience gained in implementing the second phase, and will be announced in due cour~. 
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. TIU\.NSFER TAX AND STAM;P DUTY 

Transfer Tax 

No fundamental clJnngcs are contemplated in regard to the provisions of the Transfer 

Tax Act. However, for this phase of the tax reform programme, we intend only to amend tl:e 

Act to exempt from transfer tax, shares held by a shareholder in a building society when such 

shares pass on the death of the shareholder. 

Stamp Duty 

· The present Stamp Duty Act is outdated and needs to be substantially amended. This 

amendment is urgently being pursued as quit: often many aspects of the law serve only to: . 

fpustrate and impede transactions subject to Stamp Duty. 

ADMINISTRATION OF THE REVENUE SYSTEM 

The revenue system ossentially constit_utes the nevenue Division in the Ministry of 

Finance and Planning and the respective revenue collecting agencies, (i.e. the Collector 

General and t~e Income Tax Departments). The efficiency and effectiveness in the operation 

of the overall ysystem with respect to the desiGn of tax policy and the consequ~nt assessment 

and collection of revenues is to a great extent affected by the limited manpower and 

supportive teclmical resources, poor systems and a In.ck of inter-departmental coordination. 

A principal area of focus initially will consist of a serious drive to increase ~he flow 

of revenues from those areas where there has been appreciable lags. Two major areas in this 

regard are property taxes and income taxes. In the case of property taxes a programme is 

being affected immediately to clean up the tax roll to eliminate outstanding areas and to -··----

speed up tax collections. Taxable properties will be classified for administrative purposes 

into three categories based on value: 

:V50, 000 and over 

$25 ,000 - $50,000 

Below $25 ,000. 

These categories will be tackled in sequm~ce (beginnin~ with the more valuable) by Revenue 

Field Officers who will be recteployecl from present low tax yielding areas in order to expedite 

enforcement. The fullest force of the law, which will be supplemented py tax liens will be used 

to .ensure that this programme of action brings in the desired level of property taxes, 

The focus of the plan of action for income taxes will be an expansiog: of the tax net. 
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Here we will immediately mobilise resources 1n the Income Tax Depa.rt'tnent to update nnd expand 

the list of potential taxpayers. A complete inventory of such income earners as: 

1) Professionals, e.g. Accountants, lawyers, etc. 

ii) Commission Agents, (Betting Commissions, etc.) 

iii) Contractors and ·sub-contractors with -

Government 

Statutory Bodies 

Bauxite Companies 

011 Companies, etc. 

iv) Haulage Contractors; 

v) Trade .and business licence .operators; 

vi) Public Passenger and Commercial motor vehicle operators. 

Further, the Intelligence Unit in the Income Tax Department will be activated to support the 

·thrust. An organised programme of assessment collection and audit wlll be introduced with 

13pecific targets established within the Department for control purposes. The area of taxpayer 

assistance will be expanded. For dealing vvith delinquency of known taxpayers, it is · 

proposed to intensify enforcement procedures now on stream, involving getting outstanding 

retu.rns and collection of unpaid taxes. 

Both in the cases of prcpetiy taxes and income taxes an integrated public educetton 

programme will be introduced in order to enhance taxpayer compliance. Further improvement 

to the tax administration will also involve projects to be undertaken as part of the overall 

programme of reform, many of which will be started in 1979/80 and will represent ongoing 

programmes. These include: 

i) Reorganise the Revenue Division in the Ministry and improve technical 

supports: 

ii) Improve legal facilities in the Ministry; 

iii) Reorganise the structure of the Income Tax Department to achieve better 

vertical linkages and an improved department generally; 

iv) Institute a public education programme for income taxes and other taxes 

directed from the Revenue Division of the Ministry of Finance and 

Planning; 

v) Design improved electronic data processing facilities; 

vi) Redesign and simplify the income tax return forms. 



vii) Install a c()rps of H~;:venue Field Offtoers with the powers of levy; 

viii) Design and institute a coo.rdinated training programme for personnel in the 

Revenue Collection A encies; 

ix) Improve staffing in Stamp Duty Division; 

x) Increase and improve staffing of Legal Section of Income Tax Department; 

xi) Establish a data collection and assembly facility in the Collector General's 

Department - Jn rolatlon ~o .CastQ1llsc . . :.. · ... ... . . . ~ . ,.. 

xii) Improve personnel development in the Collector General's Department by 

recruitln~, training and the provision of reference manuals; 

xiii) Improve the Composite Income Tax Act by redrafting sections; 

xiv) Start on the establishment of a Revenue Board on which earlier decision 

ha.Q been taken. 

M. F. File No. 310/151 

Eric 0. Bell 
Minister of Finance & Planning 
June 14, 1979 . 
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