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There are two schools of thought on the real value of the Memorandum of Understanding 
("MOU") executed between the GOJ and the Civil Service Unions. The current wisdom 
suggests that limiting salary increases and guaranteeing job security through negotiation, is an 
effective way of managing growth in public sector wages. 

An emerging school of thought believes this is ineffective as the MOU builds in structural 
inefficiencies, induces underperformance, fixes costs and ultimately delays an eventual, 
inevitable and more expensive re-structuring of the civil service. 

This suggests an urgent debate on aspects of the MOU and the options available in full and frank 
consultation with the relevant parties. 

I Public Sector Pension Scheme 

The Public Sector pension costs have accelerated moving from $5.4 billion in 2002 to an 
estimated $11 billion this financial year. Unlike other pension schemes, public sector employees 
do not contribute to this retirement benefit. The full burden therefore falls on the GOJ who 
collects it from the taxpayer. This is unsustainable and prudence suggests that GOJ employees 
should contribute in some form to their future pension benefits. A contribution formula would be 
appropriate in the context of a larger consultation. 

I Use Petrocaribe funds to reduce debt costs 

Under the Petrocaribe agreement, the Venezuelan Government converts a percentage of our oil
purchases to US$ loans at 1 %. The IMF estimates the savings (if the money is used to pay down 
expensive debt) at $3 billion for this year growing at $1.5 billion every year. While this does not 
reduce debt, its impact on interest costs is considered material. 

I Debt Relief 

The UK Coalition's Jubilee Debt Campaign is planning to scale up its popular debt campaigning 
in 2008. They have been very successful in getting debt relief for Africa. With their 10-year 
anniversary approaching since they started the UK debt cancellation campaign, they have 
signalled an interest in adding Jamaica to their upcoming debt relief along with European Debt 
and Development Network ("Eurodad"), another agency interested in working on debt relief for 
Jamaica. 
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5. The Importance of being a Gateway- Ireland was the Hong Kong of the region, functioning as

the American beachhead into Europe. To be successful one needs to be a Gateway. It should be 

noted in this regard that Jamaica has the best airlift in the Caribbean. 

6. Clear Cost Advantage - To get international business you need to have a clear cost advantage,

whilst to retain it you just need to be as good as the next person. Ireland is now experiencing 

competition from new lower cost European Union members such as Latvia, which may present 

an opportunity for Jamaica to partner with Irish or other international companies based their 

seeking lower costs. Whilst not cheap, Jamaica is much cheaper than existing offshore locations 

in the Caribbean. 

7. Double Taxation Agreements - Ireland's network of forty double taxation agreements was

critical in attracting investment. The IFSC's development was driven by Ireland's double 

taxation treaty network ( unlike Cayman which has no treaties). The advantage of a 

comprehensive double taxation treaty is that credit is given in the company's home country for 

any Irish tax suffered. Special allowances were also made e.g. accelerated capital allowances, 

which meant that leasing companies almost never paid tax (this works as long as they have a 

continually growing lease book). 

Double Tax Agreement-For a Jamaican ISFC to succeed, the key is know to whom you are 

planning to sell the tax concept. For countries with double taxation agreements with America for 

example, you have to check the specific double taxation treaty as there are different clauses 

depending on when and with whom the treaty was agreed. 

e. Current Contribution to the Economy

The IFSC is a vibrant part of the Irish economy. Recent figures showed that the Irish Exchequer 

collected more than €700m in corporation tax from IFSC companies in 2002. An estimated 

I 0, 700 employees worked in the IFSC in 2005, and this figure is expected to continue to grow. 
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f. CONCLUSION

If we look at what the IFSC helped Ireland to achieve we see that: 

1) Tax reform, particularly a lower corporate tax rate, which created and stimulated economic

growth. 

2) A previously derelict city centre area was re-invigorated and this continues today even after

the 10% rate has expired. 

3) Employment was created both directly and indirectly, particularly increased opportunities for

graduates. 

4) There was no tax revenue loss, in fact a very significant gain of revenue to the government

from additional corporate tax plus the payroll and other indirect taxes generated by greater 

economic activity. 

5) The IFSC transformed Ireland's image internationally.

As part of the redevelopment of downtown Kingston, a Jamaican International Financial 

Services Centre (JIFSC) could be situated in downtown Kingston, driving development in 

general and jobs in particular. This would help satisfy the pressing need in Jamaica to generate 

employment opportunities, particularly in the financial services field to offset the trend of 

emigration of our highly educated graduates and financial experts. 
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