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CONTRIBUTION TO THE 2018 SECTORAL DEBATE 
INDUSTRY, COMMERCE AND COMPETITIVENESS 

PETER BUNTING, MP 

 

INTRODUCTION 

Let me start by observing the convention of thanking all those who facilitate 
my continuing Parliamentary and political service.  

It has been a decade since I last spoke in this annual Sectoral Debate on any 
portfolio other than National Security, and while in one sense I am grateful 
that the National Security cup has passed from me, there really is no place one 
can go in Jamaican representational politics that escapes the escalating impact 
of violent crime, whether it be your constituency or your shadow portfolio.  
Further along in my presentation you will hear how crime continues to be an 
impediment to growth and development in our country. 

Why is growth important? - “…people are demanding their governments do 
more to improve their lives faster, something which policymakers are unable 
to deliver under conditions of anaemic growth. Rising income inequality and a 
stagnant economy are threats to both the developed and the developing 
world, and leaders can no longer afford to ignore this gathering storm.” – 
Dambisa Moyo 

My presentation today will examine why growth has been so hard to achieve 
in Jamaica over decades, even as progress is being made in many areas of 
macro-economic management.   
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I’ll review reports by various technical experts and summarize the key findings.  
Based on those findings, and feedback from small and medium sized 
entrepreneurs, a few priority areas will be identified.  And finally, we will drill 
down to specific initiatives within these priority areas that can develop local 
industry and unleash our entrepreneurial potential. 
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REVIEW OF REPORTS AND STUDIES 

 
IMF Article IV 2018 Consultation  
“Strong program implementation continues to anchor macroeconomic 
stability. All quantitative performance criteria and structural benchmarks for 
end-December 2017 were met… Nonetheless, GDP growth is estimated to 
have been a disappointing 0.5 percent in 2017.  The growth forecast is being 
revised down to 0.9 percent in FY17/18 and about 2¼ percent in the medium 
term; expected growth dividends from 5 years of reforms are somewhat offset 
by remaining structural issues, crime, and implementation capacity 
constraints.’ 
Economic Growth, Job Creation and Supply-Side Capacity in Jamaica: Before 
and After the Growth Inducement Strategy (GIS) – Dr. Tennant UWI 

The GIS was designed to precipitate economic growth and job creation in 
Jamaica in the short to medium term (between 2012 and 2017). This was to 
have been achieved through a broadening of the country’s supply-side 
capacity. A review of Jamaica’s performance in these areas, before and after 
implementation of the GIS and also relative to a set of comparator countries, 
however, indicated disappointing results. 
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The results from this study show that almost a half of the projects included 
were assessed as being beset by major delays or minor delays, and over one-
third of the initiatives were assessed as being either ineffectively 
implemented or only somewhat effectively implemented. This is concerning, 
particularly bearing in mind that these are results from self-assessments that 
would be expected to be skewed towards reporting positive outcomes. 

A fair summary of this study is that the GIS (and previous growth strategies) 
targeted too many objectives and suffered from weak implementation.  

World Economic Forum’s (WEF’s) Global Competitiveness Index 2017-2018 
(ranked 70/137)  
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Of the twelve pillars on the competitiveness frontier we rate favourably 
compared to the average Latam and Caribbean country on ten of the twelve 
pillars.  The two exceptions are the macroeconomic environment which rating 
should improve as our debt is reduced, and market size which is just a given.   

 

The Executive Opinion Survey identifies the top three obstacles to 
competitiveness (consolidated from top five) as 1) crime and corruption, 2) the 
burden of government (tax rates and bureaucratic inefficiency), and 3) access 
to financing.  Access to financing is really a symptom of informality in the 
MSME sector.  

IDB Jamaica Country Development Challenges October 2015 

Jamaica faces an extraordinary policy dilemma. The country has to boost 
pro-poor economic growth in the short-term, simultaneously increase 
potential output growth in the medium-term but without endangering 
macroeconomic stability, fiscal consolidation, and debt reduction. 

Summary of Review 
“Economists have very few hard facts about growth.  They know that countries 
can become rich only by growing steadily over long periods.  They know that in 
some fundamental way growth is about using new technologies to become 
more productive and to uncover new ideas.  Beyond that, almost everything 
else is contested.” – from a recent article in the Economist magazine. 

However, there is general agreement that our public sector implementation 
capacity is weak and that the top three obstacles or impediments to growth 
and competitiveness being 1) crime and corruption, 2) the burden of 
government (tax rates and bureaucratic inefficiency), and 3) informality/access 
to financing. 
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WHAT KIND OF GROWTH AND INVESTMENT DO WE WANT? 

 

Over the last decade, there has been a perverse reallocation of labour towards 
lower productivity sectors.  Sectors such as manufacturing, transport, and 
communications which have higher than average productivity, are using less 
labour (e.g. the Red Stripe’s new bottling line (#8) only employs eight persons 
per shift even while producing 500,000 bottles per day, equivalent to the other 
seven bottling lines combined).  Tourism and agriculture on the other hand 
have increasing labour shares but their productivity levels are lower than 
average. 
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Total factor productivity is also falling relative to other small economies, which 
means that even though investment is relatively high, economic growth is low.  
The weak relationship between investment and economic growth has been 
related to a high concentration of investment in private residential 
construction and ‘enclave economic sectors’ including tourism and mining.  
Companies in these sectors have weak linkages with the rest of the economy 
and are highly import dependent – restricting the multiplier effect on growth 
outside of the sectors. 

Large investments in modern production facilities will be highly automated, 
productive and will contribute to growth, but will not generate many jobs.  On 
the other hand, large investments in some enclave economic sectors will 
generate a large number of jobs but make only a modest contribution to 
growth.  So what is the solution to this apparent paradox? 

The solution must be located at the enterprise or firm level where growth and 
employment are sustainably generated.  

The state of Jamaica’s private sector enterprises can be described as 
something of a dichotomy.  On the one hand, you have the larger enterprises 
that are generally doing well.  Most of their demands have already been met 
by the government across several IMF designed fiscal management 
programmes.  They enjoy adequate access to equity and debt capital – the 
latter at single digit borrowing rates. They have sufficient lobbying clout to get 
sector, or company, specific challenges addressed by the administrative 
bureaucracy, and generally speaking have only broad concerns about crime 
and good governance. 

On the other hand, the MSME sector is characterized by a high degree of 
informality, low tax compliance rates, limited differentiation, and low quality.  
They still face high interest rates and are overburdened by the bureaucracy.  
MSMEs represent 99% of all enterprises, which is the standard internationally.   
Sole traders and Own Account Workers form the bulk of the MSME sector.  A 
study in 2006 estimated that the informal sector was valued at 43% of 
Jamaica’s GDP (IDB, 2006). 

Therefore, in order to have broader, more inclusive, growth with jobs take 
place – there must be a focus on the MSME sector and specifically on 
removing the obstacles those entities face to become part of the formal 
sector.  
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MSME Sector 

The MSME sector has the potential to be a major catalyst for the development 
and growth of the private sector, while supporting innovation, 
competitiveness, wealth creation and social stability.  Currently, however, the 
MSME sector is highly vulnerable and not contributing its full potential to the 
growth of the economy.  

In developed countries such as Germany, the MSME sector largely consists of 
highly innovative and productive firms, many of which are world leaders in 
their fields.  In Jamaica, contrastingly, the majority of firms in the MSME sector 
are replicative or necessity enterprises that are poorly financed and globally 
uncompetitive. This is reflected in the Global Entrepreneurship Monitor (GEM) 
data related to the motivation for entrepreneurial activity in Jamaica. With 
regards to necessity based entrepreneurship, Jamaica ranked number two in 
the GEM 2016 Report.  While for opportunity based entrepreneurship, Jamaica 
was at the very bottom, ranking 64th out of 64 countries.  This signifies that 
much effort is needed to drive the sector towards greater levels of innovation 
and productivity.   
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REMOVING OBSTACLES TO GROWTH IN THE MSME SECTOR 

 

In looking at obstacles to growth in the MSME sector we have to identify crime 
and education/training as two principal impediments even though policy for 
those areas fall outside this portfolio.   

Crime 

Polling over the last twenty years has consistently identified security as the 
most important problem facing Jamaica more so than poverty, the economy, 
and inequality.  The cost of crime (security costs and losses) exceeds 6% of 
sales for all size firms!   

 

 

 

 

 

 

 

 

 

 

In 2001 when the violent crime rate was about half what it was in 2017, the 
cost of crime was estimated by Francis et al. to be 3.7% of GDP, so we can 
reasonably assume that the cost of crime to the economy is now much higher.  
Cross-country panel data suggests that Jamaica could boost economic growth 
per capita by 5.4% per year if the country were to bring homicide rates down 
to the level of Costa Rica. 

Education  
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There are two areas where education is affecting growth and competitiveness.   
Generally, the apartheid system (described by the Opposition Leader in his 
contribution to the budget debate) in our education sector is producing 70% of 
secondary school leavers with insufficient education to be easily trainable.  
And secondly, tertiary training participation is low and in many ways not 
directed to produce the skill sets which are needed for jobs in manufacturing 
and production.  Too many lawyers and not enough diesel mechanics.  CMU is 
probably the exception. 

Inefficient Public Sector 

Jamaica’s public sector suffers from institutional sclerosis – the accumulation 
of vested interest and influence, slowing the ability of the government to 
adapt and reform, which results in losses to society including through lower 
innovation and growth.   

The current operating context and the spirit of the GOJ’s overbearing control 
mechanisms, its disempowering micro-management and its centralized non-
value adding bureaucratic approval procedures, stifles any prospects for the 
innovative creation of growth and productivity initiatives at the level of 
Ministries or Public Bodies. 
 
The Public Sector of Jamaica must lead the growth and productivity strategy by 
example. It must now assume its time appropriate posture, role and purpose 
as FACILITATOR and ENABLER. This means a deliberate and visible retreat from 
its traditional role of CONTROLLER. This transformation must be the core 
theme and guiding principle of any Public Sector Reform. 
 
Why does one need a licence to import a piece of heavy equipment e.g. 
backhoe, excavator, bulldozer, wheel loader?  These can only be used for 
agriculture, construction, or mining.  Why do we even need a trade board?  
Permits and licensing for controlled goods can be administered by the 
regulating agency and customs.  It is just the residual controller mentality that 
no longer serves us. 
 
With this new approach Public Servants at all levels must be formally re-
oriented to their new role and purpose of….” Helping people get through” so 
to enable our citizens to get on with being productive in their lives and 
businesses. 
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Cumulative burden of taxation and compliance 

Businesses in Jamaica are obligated, under law, to comply with licensing, 
registration and tax requirements and procedures in order to be recognized as 
formal.  

The basic legal requirements for individuals and organizations operating 
businesses in Jamaica are described below: 

Registration with the Companies Office of Jamaica in accordance with either 
the Companies Act or the Registration of Business Names Act  

Licensing under the License to Trade and Business Act, Spirit License Law, 
Hotel License etc. 

The following are the main tax compliance requirements:  

  

The burden of all these taxes and regulations push MSMEs into the informal 
sector.  Informality limits revenue, investment, and access to finance.  The 
relative invisibility of Jamaica’s large informal sector is also an obstacle to 
planning and policy making by the government and market information for the 
private sector. 
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Various studies have demonstrated that the majority of MSMEs are informal.   

A senior chartered accountant estimates that businesses with a turnover 
below $3 million per month cannot afford the cost of compliance with the 
above taxation, while the current requirement for GCT is $3 million per year. 

Individuals enjoy a $1.5 million tax free income threshold while small 
companies don’t have any corresponding threshold. 

Therefore, it is recommended that; 1) a profit threshold for payment of 
Corporate Income Tax be established at $2 million to make it comparable to 
the Personal Income Tax of $1.5 million; and 2) to raise the turnover threshold 
for GCT registration from $3 million per annum to $36 million per annum.   This 
would allow many businesses to come out of hiding so to speak and into the 
light without the government foregoing any appreciable amount of tax 
revenue.  The Minister of Finance has agreed in principle to raising the revenue 
threshold for GCT registration. 

Avoid stacked taxation 

Approximately 70% of Jamaican firms surveyed find tax rates to be a 
major/severe obstacle to their operations.  This is particularly burdensome for 
firms in sectors where fuel costs are significant (e.g. quarrying, heavy 
equipment rental) and can result in firms paying over 30% of sales (not profits) 

Source: IDB Country Dept. Caribbean 

Source: IDB Country Dept. Caribbean 
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in combined Special Consumption Tax (SCT) and General Consumption Tax 
(GCT).  Fuel is exempt from GCT, but subject to high levels of SCT, so firms end 
up paying both taxes stacked on top of each other, instead of being able to 
offset their input taxes against their output taxes.   Therefore, including fuels 
in the base of GCT would reduce the burden of cumulative consumption 
taxation on registered taxpayers, thus improving economic efficiency.   

The ad valorem SCT as well as part of the fixed SCT would be replaced by GCT 
in order to make the change revenue neutral. 

Every IMF tax policy technical assistance mission over the last decade has 
recommended the inclusion of fuels in the base of GCT. 

Level the Playing Field -  Tax incentives  

The government needs to create a level playing field for Jamaican companies 
to compete with foreign owned companies.  In reality government policy does 
the opposite e.g. A Jamaican-owned Limestone Exporter exports about 80% of 
its limestone products yet it has to buy its diesel fuel with full tax, while foreign 
owned bauxite companies pay no tax on fuel.   

Until we at least level the playing field for local players we shouldn’t criticize 
them for being inefficient. 

Level the Playing Field - Government procurement  

The JMA has long requested that government uses its procurement policy to 
prefer local manufacturers.  They have suggested that so long as their prices 
are within 15% of the imported product price they should be preferred 
because of the employment and other linkages local manufacturers provide.  
Once again the reality is that government procurement in fact prefers the 
foreign supplier.  

Government construction procurement is focused on mega-projects for which 
the contractor also supplies financing.  This approach not only eliminates the 
participation of local construction companies, but does not deliver value for 
money for the Jamaican taxpayer as there is no competitive bidding. 
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The most egregious example of this approach is the Government’s Oval Zone 
Project which is developing a Master Plan for a Parliament Building and 
Government Ministries in and around Heroes Park, and for the development of 
downtown Kingston.  This Plan is being developed in secret between the 
UDC/GoJ and the China Construction America – South America Division 
(CCASA). 
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The most senior architects (the College of Fellows of the JIA) have written the 
Prime Minister and raised serious concerns with this project, namely: 

1. There has been no public consultation for a project with such far 
reaching consequences.  Members will recall that the PM last year told 
us this project would be in the order of US$800-1,000 million. 

2. The permanent loss of use of Heroes Park as a major public recreational 
open space. 

3. The proposed demolition of existing buildings around the Oval, including 
Ministries of Finance, Education, and Labour and Social Security in 
addition to virtually all existing residential and commercial buildings 
within a block around the Park, including most of Allman Town. 

4. The architects have identified the cost of this approach to be 
astronomical and an enormous waste which will burden us with 
unnecessary debt for generations.  
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And in case I am again accused of xenophobia towards the Chinese I should 
hasten to point out that these concerns are being championed by Mr. Clifton 
Yap, a Jamaican with Chinese ancestry. 
 
Last year the Opposition and others pointed to the incongruity of having a 
principal symbol of our sovereignty - the Parliament - located in a building 
designed and built by foreigners.  We understand that the Government has 
since agreed to a competition for local architects to submit designs.  Will the 
local architects be paid to develop these designs in the same way that the 
government has agreed to pay China Construction a One Million US Dollar 
design fee for an unsolicited proposal? 
 
There is no good reason why (having developed a Master Plan) these 
development objectives can’t be achieved by multiple smaller projects, with 
construction and financing separated.  For example, if the development 
packages were broken down into say twenty US$50 million sized packages and 
phased over time - then Jamaica certainly has the professional architects, 
engineers, contractors and developers who could construct these projects and 
have them funded by our pension funds, insurance companies, and other 
financial institutions. 
 
Instead we see an approach to the construction sector - a sector with a long 
history of Jamaican delivered projects - that will soon reduce Jamaica’s 
participation to providing only flagmen and drivers while we burden our 
grandchildren with unnecessary debt. 
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CONCLUSION  

After five years of reforms under two IMF programmes, Jamaica has not 
reaped the expected dividends to break us out of the decades old low growth 
pattern.  Macroeconomic stability while necessary is clearly not sufficient to 
guarantee higher growth.   

However, as our macroeconomic situation improves, Jamaica must now focus 
on removing impediments to the growth of our local private sector and 
especially the MSMEs which can deliver inclusive growth, jobs, and innovation.  
While crime and education will likely require a medium-term horizon for 
sustained improvements, the oppressive taxation and bureaucratic regulation 
which drives MSMEs to informality can be addressed in the short term.  
Government contracting which prefers locals can be addressed in the short 
term.   

As our macroeconomic situation improves Jamaica must be more 
discriminating in the type of investor and investment that we solicit and 
encourage, particularly where that investor will dominate a sector.    

The Minister of Finance has abandoned talk of five percent growth per year 
within four years (5 in 4) along with his previous position as Dep. Chair of the 
Economic Growth Council, and is now pitching a new term - economic 
independence.  If the Minister is serious then he should realize that true 
economic independence means that Jamaica should not behave like a capital 
starved country.  We should not allow capital to be ‘weaponized’ in a sort of 
‘debt trap diplomacy’, and be used by others to obtain advantageous access to 
our market.   

Economic independence cannot be about opaque contracts and predatory loan 
practices that mires our nation in debt and undercuts its sovereignty. 

We must instead seek investment that develops sustainable growth, 
strengthens the rule of law, and builds our capacity to stand on our own two 
feet. 
 
Thank you. 


