2.13 Deputy M.R. Higgins of the Minister for Treasury and Resources regarding the
introduction of a tax system where all citizens and businesses bear the costs and
burden of the recession:

Further to his retiring Guernsey Ministerial coupget's statement in relation to the Zero/Ten
tax system that: “We pay an increasing price fa €hper cent tax rate”, does the Minister
consider it is time for Jersey to introduce a fatex system where all citizens and businesses
bear the costs and burden of the recession nomjgstie and low earners?

Senator P.F.C. Ozouf (TheMinister for Treasury and Resour ces):

Firstly, | acknowledge that the combination of tammpetition, imprudent spending by
governments in the eurozone and in other counti@a$ poor financial regulation in some
countries within the eurozone has had a signifigarmact on the Island economy and on
Islanders. It would be wrong to say that we amepdy able to insulate Islanders from these
effects, which are outside of our control, howevevpuld like the Deputy to look at some facts
and | would encourage him to look at question gefwritten answers that | have published this
morning. The Deputy in his answer refers to midatld low earners. The Deputy will see from
that written response that a quarter of Jerseydimlds pay no income tax at all. Middle and
low earners from these figures by quintile pay jadenth of personal income tax - there is a
figure that I think is extremely competitive com@drto other places - but the top fifth of earners
pay 70 per cent of all personal income taxes. usdbok at the facts when we talk about fairness
in our tax system. So | recognise that many pe@dd do, want to see companies making a
greater contribution to States revenues. | hae&epon numerous occasions about the need to
do this without damaging our fragile recovery atgbacrucially, to make sure that we do not
lose even more jobs. | am going to immediatelk $eeneet my new colleague in Guernsey and
my Isle of Man counterpart to see whether this tweecan take a joint approach to dealing with
this difficult issue that we have inherited as sufeof European decision-making.

2131 Deputy M.R. Higgins:

| think the Minister has missed the point. Whair coming to is the whole Zero/Ten question.
As a result of the Zero/Ten policy that has bedroduced, no businesses other than financial
services firms and also utilities are paying any ta
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As a result of that, the burden is being put omttviduals. My point is that we need to have a
tax system that is fairer to all. That includesonering money from firms that are owned

outside of the Island and are paying no tax inlsfend and the Minister has repeatedly told us
he is going to bring in measures to deal with tivdy question is, when are you going to do that
and when are we going to have a fairer tax system?

Senator P.F.C. Ozouf:

This is a constant refrain from the Deputy and hand it is a matter that has commanded the
attention of this Assembly on numerous occasionseswe started needing to deal with the
Zero/Ten requirements because the Isle of Man Westtback in 2004. | would love to say to
this Assembly that | can put in a new tax raisingasure on companies but | also will not do so
if I risk losing jobs. A question was asked earbdout HSBC'’s decision last week. We are
seeing the effect of the financial crisis. | dd m@nt to exacerbate a further drive of business
outside of the Island. It is not just the CrowrpPedencies, having been in Dubai last week; the
Dubai International Finance Centre is back with engeance. Zero-tax regime. Other
jurisdictions compete on tax just as the U.K. isl antting their headline corporation tax and
doing things like putting a 12.5 per cent tax otepts. He must be realistic when he says, and
he promises or he gives the impression that somey®wan get more tax in companies without
a devastating effect on our local economy.



2132 Deputy T.M. Pitman:

| expect | will get another crisp response and thilitbe fine. Can the Minister at least agree
that ultimately no one wins in a race to the bottomd this is why the Deputy keeps bringing up
this issue, because it really does need to be tbaken the long term?

Senator P.F.C. Ozouf:

If we were at the start of the race, then | wowgdea with him but we inherited a situation where
Zero/Ten - and | do not criticise them - was brdugto the Isle of Man and effectively we then
had to replicate it. | have said that we shouldvioeking together with our Crown Dependency
colleagues and | will, but together we must alseeh@an eye to the other areas of the world that
do compete on tax competition. We deliver tax radiy: that is our common platform, that is
what we must continue to do and we must be aletthéocompetitive threats around the world.
Many small jurisdictions want our financial sengdeusiness and we must ensure that we keep
it.

2133 Deputy M.R. Higgins:

Obviously what is at the base of my questioninguge simply | think our tax system in Jersey
Is unfair and because of that | would like the Miar to bring forth, a genuine - | mean genuine,
rather than the sort of things we have been havimgere we have a proper debate on what taxes
should be in the Island with full facts made auJagato the entire public, so we can all see. If
the Minister is correct in saying his way is thghtiway forward, once we have had the facts,
been able to examine them and debated that, thgtyt mccept his argument. Bring forward that
totally independent review.

Senator P.F.C. Ozouf:

We have had these debates and we must turn outiattein this Assembly, to growing the
economy, reducing unemployment rather than goirak lzad re-opening the issue of our tax
debate again. This is not a good, productive Gigeiiotime, | say to the Deputy, and | would ask
him to reflect on the figures, which have neverrbg@eblished before, | think, in terms of
fairness of our taxation system. | would ask hinhobk at the chart. Let us look at the quintiles
and see the effective tax rates of different gla@stiof people. Look at that and say to me
whether that is not a fair taxation system in teahkigher taxes for higher earners. So we need
to concentrate on growing the economy and gettimgple back to work. Not revisiting the
debates that we have had so many times in recarg.ye



