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The regional analyses
Central America & the Caribbean

The average Total Tax Rate 
for 2012 of 42.8% is slightly 
lower than the global average 
of 43.1%. The rate has moved 
little since last year with 
only one economy in the 
region showing a significant 
movement (an increase) in its 
Total Tax Rate.

The regional average of 33.7 
payments remains the second 
highest after the African region 
and above the global average of 
26.7 payments.

While the average time to 
comply is below the global 
average, it has fallen by only 
20 hours over the nine years of 
the study and by only one hour 
in 2012.

Corporate income tax is the 
most significant element of the 
Total Tax Rate, consistently 
accounting for around 55% of 
the Total Tax Rate since 2004. 

Most time is spent complying 
with labour taxes and 
mandatory contributions, but 
these taxes have also shown 
the greatest improvement since 
2004 in the time to comply and 
in the number of payments.



Panama
Country article, 
page 72

Trinidad  
and Tobago
Country article, 
page 74

 The following economies are included in our analysis of Central America & the Caribbean: Antigua and Barbuda; Bahamas, The; Barbados; Belize; Costa Rica; 
Dominica; Dominican Republic; El Salvador; Grenada; Guatemala; Haiti; Honduras; Jamaica; Nicaragua; Panama; Puerto Rico; St. Kitts and Nevis; St. Lucia; 
St. Vincent and the Grenadines; Trinidad and Tobago
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The nine year trends for Central 
America & the Caribbean 
Figure 3.25 shows the slow downward 
trend in the three Paying Taxes sub-
indicators since 2004. 

The average Total Tax Rate for the 
region has been consistently below the 
global average, but the reduction in the 
region20 has not kept pace with the fall 
around the world. In 2012, the regional 
Total Tax Rate is 1.6 percentage 
points lower than the global average, 
compared to being 8.8 percentage 
points lower in 2004.

The average time to comply has been 
consistently lower than the global 
average, but again the gap has closed 
from being 26% below the world 
average in 2004 to 18% below it in 
2012. Again this suggests that reforms 
in the region have had less of an impact 
than for the world as a whole. 

The nine year trend data in Figure 3.25 and the rest of this section includes only those economies 
for which data is available for all years of the study and therefore the figures differ from the regional 
averages for 2012. The economies that are excluded are The Bahamas and Barbados.
Source: PwC Paying Taxes 2014 analysis

20  In this section the trend averages are calculated only for those economies that have been included in all nine years of the study to ensure that we represent 
a true trend. The trend data for 2012 will therefore differ from 2012 data which includes all economies. The economies excluded from the Central America & 
Caribbean trend data are: The Bahamas and Barbados

Line: Time (hours)

245 248 244 242
234 232 233 226 225

2004 2005 2006 2007 2008 2009 2010 2011 2012

Bar: Total Tax Rate (%)

Bar: Number of payments

44.6 44.3 44.1 44.0 43.8 43.9 43.6 42.6 42.743.8 43.8 43.8
41.1 40.1 40.1

38.1
36.1 34.8

Figure 3.25

The sub-indicator trends for Central America & the Caribbean

Although the regional time to comply 
is lower than the world average, 
the number of payments has been 
consistently significantly higher than 
the world average since 2004. This 
is due in part to the fact that only 6 
out of the 20 economies in the region 
have fully implemented electronic 
filing (Belize, Costa Rica, Dominican 
Republic, Guatemala, Nicaragua 
and Puerto Rico, territory of the 
United States). 

All three sub-
indicators have 
fallen over the 
nine years of 
the study
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The Total Tax Rate for Central 
America & the Caribbean
Figure 3.26 shows how the Total Tax 
Rate breaks down between the three 
main types of tax; profit taxes, labour 
taxes and ‘other’ taxes. The profit tax 
rate has gradually declined every year 
from 2004 to 2011, but increased slightly 
in 2012. Conversely, the labour tax rate 
rose from 2004 to 2010 and has fallen 
slightly since. This trend is similar to 
the pattern than we see globally but the 
‘other’ taxes have varied little over the 
period. Following a slight peak in 2006, 
they have since fallen but only gradually.

The profit taxes are the dominant 
constituent of the Total Tax Rate in the 
region, accounting for over 50% of the 
tax burden of our case study company, 
which is different to the global position 
where labour taxes have become the 
largest element. The fall in the profit 
taxes of 2.1 percentage points since 
2004 drives the fall of 2.0 percentage 
points in the Total Tax Rate, mainly due 
to reductions in the headline corporate 
tax rate in Antigua and Barbuda, Puerto 
Rico (U.S.) and St Vincent and the 
Grenadines. Overall, profit taxes fell in 
eleven economies between 2004 and 
2012, and rose in four.

Source: PwC Paying Taxes 2014 analysis
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Figure 3.26

Trend in Total Tax Rate in Central America & The Caribbean by type of tax

Looking across the Central America & 
Caribbean region, the average Total 
Tax Rate for ‘other’ taxes decreased 
only slightly by 0.3 percentage points 
in total. Since 2004, seven economies 
have decreased the burden of other 
taxes, while five have increased it. No 
one reform had a significant impact, 
but examples include changes to the 
extraordinary and temporary tax 
(Impuesto Extraordinario y Temporal 
en Apoyo a los Acuerdos de Paz 
(IETAAP)) in Guatemala, property 
taxes in Trinidad and Tobago and stamp 
duty tax and property transfer tax 
in Jamaica. 

Over the nine years of the study, the 
average labour tax rate has increased 
by 0.4 percentage points driven by 
changes in the Dominican Republic 
since the Fiscal Reform in January 2006 
increased the level of social security 
contributions. Although eight other 
economies showed changes to their 
labour tax rates in the period, these 
were small in comparison.

Since 2004, profit 
taxes have fallen 
on average across 
the region, while 
labour taxes have 
risen marginally
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Source: PwC Paying Taxes 2014 analysis

Figure 3.27

Significant movements in Total Tax Rate between 2011 and 2012 – Central America  
& The Caribbean
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As shown in Figure 3.27, in 2012 the 
tax rate changed almost entirely due 
to the increase in the rate of corporate 
income tax in El Salvador from 25% 
to 30%.

In the Central America & 
Caribbean region, only  
El Salvador shows a 
significant movement in 
Total Tax Rate for 2012
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The time to comply in Central 
America & the Caribbean
Figure 3.28 shows the breakdown in the 
time to comply since 2004 split by the 
type of tax. 

Labour taxes have consistently required 
the most time to comply rather than 
consumption taxes which are seen 
to take the largest amount of time to 
comply globally. But labour taxes have 
also seen the biggest reductions due 
principally to reforms in just 4 of the 
18 economies, namely Costa Rica, 
Honduras, Jamaica and Panama.

In Costa Rica the time to comply with 
labour taxes dropped by 60 hours 
between 2006 and 2007, while in the 
same year the time required to comply 
with labour taxes in Honduras halved 
from 192 hours to 96 hours. In both 
cases the reduction is due largely to the 
introduction and widespread adoption 
of electronic filing and payment. The 
reductions in Jamaica and Panama 
were more modest at 46 and 48 hours 
respectively over the 9 years. For 
Panama the reduction was largely due 
to the introduction and enhancement 
of electronic filing systems and 
for Jamaica the key factor was the 
introduction of consolidated forms for 
filing and paying labour taxes.

Across the region there have been a 
number of important reforms that 
have affected the time to comply with 
consumption taxes resulting in both 
significant increases and decreases; the 
impacts of which have largely cancelled 
each other out across the region. The 
time to comply with consumption taxes 
in each of Panama, Honduras and Costa 
Rica fell by around 12 days over the 
nine years. In all cases, the introduction, 
adoption and enhancement of electronic 
systems were largely responsible for the 
reductions in time to comply.

The time to comply with consumption 
taxes increased in Antigua and Barbuda, 
Puerto Rico (U.S.), St Kitts and Nevis, 
and St Vincent and the Grenadines. In 
all cases, a VAT or similar sales tax was 
introduced, in some cases replacing 
other taxes. In Puerto Rico (U.S.), the 
increase was around 10 days, but in 
each of the other economies it was 
nearer 6 days.

As well as accounting for the smallest 
share of the Total Tax Rate in the region, 
corporate income taxes also require the 
least compliance time, although this has 
risen slightly since 2004. The increase 
is entirely due to significant tax reforms 
in the Dominican Republic. The impact 
of this was offset by modest reductions 
in the time to comply with corporate 
income taxes in five other economies.

Source: PwC Paying Taxes 2014 analysis
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Figure 3.28

Trend in time to comply in Central America & the Caribbean by type of tax Since 2004, the 
time to comply 
with labour taxes 
has fallen on 
average across the 
region, while the 
time for corporate 
income taxes has 
risen marginally
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Figure 3.29 shows significant 
movements in the time to comply 
between 2011 and 2012 in Central 
America & the Caribbean.

Continuing the trend of reductions 
in the time to comply with labour 
taxes discussed above, in 2012 the 
principal reduction in time to comply 
was due to the introduction in Panama 
of a new platform for filing social 
security contributions.

Source: PwC Paying Taxes 2014 analysis

Figure 3.29

Significant movements in time to comply between 2011 and 2012 – Central America  
& The Caribbean
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Only Panama 
had a significant 
reduction in the 
time to comply 
in 2012
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Source: PwC Paying Taxes 2014 analysis
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Figure 3.30

Trend in the number of tax payments in Central America & the Caribbean by type of tax

Source: PwC Paying Taxes 2014 analysis

Figure 3.31

Significant movements in the number of tax payments between 2011 and 2012 - Central 
America & the Caribbean
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The number of tax payments in 
Central America & the Caribbean
Across the Central America & the 
Caribbean region, the number of 
payments has declined since 2004 as 
shown in Figure 3.30, with the most 
dramatic decline being in payments 
of labour taxes. However, the region 
has the highest average number of 
payments after the Africa region.

Since 2004, five economies have shown 
a marked decrease in the number of 
labour tax payments. The introduction 
in Jamaica of joint payment and filing 
for social security contributions reduced 
the number of payments by 36 in 2011, 
as well as reducing the time to comply 
as mentioned above. 

While tax reforms in the Dominican 
Republic increased the Total Tax 
Rate, it reduced the number of labour 

tax payments by 32. Over the nine 
years of the study, Belize, Costa Rica 
and Guatemala all reduced their 
labour payments by 11 thanks to the 
introduction and widespread adoption 
of online filing and payment as well as 
the ability to make joint payments.

‘Other’ taxes show an average decline 
across the region of almost two 
payments over the nine years. Tax 
reforms in the Dominican Republic 
reduced its ‘other’ tax payments by 
23 in 2007, though the impact on the 
regional average was partially offset 
by the introduction of a VAT system in 
Antigua and Barbuda in the same year. 
Guatemala and Nicaragua also reduced 
their payment of ‘other’ taxes thanks 
to the use of online filing and payment, 
while the introduction of VAT in St Kitts 
and Nevis increased the number of 
payments there.

The fall in the 
average number 
of labour tax 
payments has 
driven the 
reduction in the 
sub-indicator 
for this region – 
it has fallen by 
more than five 
across the region 
since 2004

The number of payments for profit taxes 
shows the least change. 

The largest decrease in tax payments in 
the Central American & the Caribbean 
region was in labour taxes in Guatemala 
as a new online platform allowed filing 
and payment to be performed online.

As shown by Figure 3.31, in Panama the 
number of profit tax payments dropped 
by eight following a move from a 
monthly to a quarterly payment regime. 
This reverses an increase in payments 
that occurred in 2011 when the monthly 
payment regime was introduced.
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Panama
Paying Taxes helps inform a constructive discussion

Francisco Barrios

PwC Panama

Paying Taxes is a valuable tool for the 
business community which gives a 
good insight into the time invested 
and the cost of the processes required 
to comply with basic regulations in 
different tax jurisdictions. It is clear 
that the existence of this study helps 
jurisdictions to focus on how they 
might improve their position and what 
may be required in order to create an 
environment which can help attract 
investment to their countries, which is 
a worthy objective for this joint project.

Today we can say with absolute 
certainty that the launch of this project 
last year in Panama aroused much 
curiosity, interest and discussion in 
the media, and also a constructive 
dialogue among the political figures of 
the economy. The discussion revolved 
around the impact of the tax system in 
the region, the significant amount of 
time required for companies to comply 
with the tax system in Panama, and 
the need to raise the country’s overall 
ranking in this global study. The 
Paying Taxes study is also interesting 
as it enables governments to observe 
how the tax burden can potentially be 
a constraint to doing business from an 
objective perspective. It allows readers 
of the results to consider how other 
economies are performing as regards 
their tax systems, in the context of the 

case study company. It facilitates a like 
for like comparison and encourages 
further research into best practice used 
elsewhere with a view to learning from 
the experience of others and aiming for 
a similar level of performance. 

Over the years the existence of this 
project and its results have encouraged 
improvements in Panama. We have 
seen the time to comply fall by 143 
hours over the nine years of the study, 
and also a small fall in the Total Tax 
Rate which is now just below the global 
average. Following the publication 
of the report last year there has been 
an improvement in the number of 
payments (from 60 to 52), providing 
focus on the benefits of implementing 
electronic filing and payment 
mechanisms.

We have also seen several practical 
modifications incorporated into the 
systems in Panama aimed at changing 
the characteristics and nature of the 
data that has to be submitted, with 
consequential benefits around process 
and controls, and a reduction in the 
compliance time required. 
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Care is required however with 
such new initiatives as, in some 
cases, measures introduced have 
had an adverse impact on annual 
compliance requiring additional 
time to be invested to make the 
system work. Despite these isolated 
cases it is clear that the measures 
now being implemented have been 
strongly influenced by compliance 
developments in other jurisdictions, 
with a particular emphasis on the use 
of technology and new financial tools 
in order to help reduce time and make 
complying with deadlines easier, both 
for preparing tax information and 
making tax payments.

Despite the advances mentioned above 
it is clear that further improvements 
are still needed, and we are sure that 
the Paying Taxes study will remain 
important in enabling continued 
comparisons to be made with other 
relevant jurisdictions.
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Trinidad and Tobago
Tax administration still in need of reform

Allyson West

PwC Trinidad and Tobago

Trinidad and Tobago is experiencing 
an interesting period in its economic 
development. As the energy hub of 
the Caribbean, the country was not 
as hard hit as its neighbours by the 
global financial crisis and the level of 
economic activity seems to be again 
on the upswing. Over the last few 
years, successive governments have 
invested heavily in infrastructure 
projects, educational programmes 
and advanced technological tools 
to modernise various aspects of the 
public service e.g. national security. 
Among the aims of those initiatives 
was to improve the efficiency of doing 
business in Trinidad and Tobago and 
to increase the country’s appeal as an 
investment target. 

Fiscal revenue plays a crucial role in 
this drive for development and the 
Paying Taxes indicators provide helpful 
background and insight for policy-
makers, policy commentators, and 
investors. These annual indicators 
show, a decrease in the Total Tax Rate 
from 37.0% (2004) to 29.1% (2012) 
but little change to the compliance 
indicators with the payments falling 
only by one to 39 over the nine years 
of the study. The trends have served 
to provide a factual backing to inform 
Government when implementing 
reforms to create conditions that 
encourage investment, trade 
and growth. 

Tax competitiveness continues be 
an important theme for developing 
economies in the Caribbean, including 
Trinidad and Tobago. It is recognised 
that for such competitiveness, the legal 
framework must be complemented 
with effective administration. In 
seeking to create a legal landscape 
which is favourable to investment and 
trade, the marginal corporation tax 
rate was decreased from 35% to 30% 
in 2003 and then to 25% in 2006. 
Incentives were provided to various 
sectors, including manufacturers and 
the seven industries targeted by the 
Government for development and 
growth, and steps have been made to 
simplify the tax system. 
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While these changes to tax legislation 
are welcome, a more comprehensive 
review is required to remove archaic 
provisions and to introduce new 
provisions to deal with modern 
issues such as providing relief for 
expenditure incurred to create or 
acquire intellectual property and to 
encourage wider participation in the 
stock exchange. 

More urgent however is the need 
for reform of tax administration, 
as depicted by the results of the 
Paying Taxes indicators for 2013. The 
President of Trinidad and Tobago, His 
Excellency President Antony Carmona 
S.C. pointed out the need for “the 
sleeping giant that is the Board of 
Inland Revenue (BIR)” to be awoken. 
The average time taken to comply with 
tax requirements (210 hours) ranks 
poorly compared to other Caribbean 
economies. This is explained in part by 
the difficulty experienced in obtaining 
clear and definitive advice from the 
BIR. This has created a situation in 
which there is much uncertainty 
The introduction of a more informal 
dispute resolution system to aid in 
clearing the backlog of matters before 
the local tax court has also been 
suggested. Furthermore, it is hoped 
that the Paying Taxes indicators will 
propel the government to recognise 
the importance of modernising the 
tax system through, for example, 
the introduction of e-filing and 
e-payments. 

In his Budget 2014 presentation, the 
Minister of Finance, the Honourable 
Larry Howai, announced that the 
government has earmarked significant 
funds for the improvement of the tax 
administration. We look forward to the 
implementation of that plan and hope 
that it will resolve many of the issues 
currently faced by taxpayers. 

The regional analyses: Central America & the Caribbean


