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1. Justification  

 

Notwithstanding the complex relationship between fiscal policy and economic growth, the short-

run and long-run effects of fiscal policy on the main determinants of growth have been widely 

studied (although with greater emphasis on short-run output fluctuations). A recent strand of the 

growth literature has focused on the effects of fiscal policy on the long-term growth rate; 

particularly on the analysis of the growth impact of individual tax and public expenditure 

instruments, the overall tax burden, and the growth impact of the size of the government. 

The literature on taxation and growth has established that tax policy has a positive effect 

on economic growth by impacting human and capital accumulation processes or total factor 

productivity (TFP) through the financing of the provision of public goods. On the other hand, the 

negative impact of taxation on growth is related to the distortion of taxes on economic agents’ 

saving, investment, and labor decisions.  

According to Ter-Minassian (2012),
1
 property and consumption taxes are pro-growth since 

they do not affect savings rates. Taxes on labor income, on the other hand, tend to affect labor 

decisions and thus employment, and also may promote labor informality. Moreover, a high 

progressivity in personal income taxes can also adversely affect labor productivity by reducing 

people’s incentives to invest in higher education. Corporate income taxes tend to negatively affect 

investment and TFP, but the proliferation of special treatments is unlikely to significantly increase 

investment and may distort resource allocation towards less efficient firms (Lee and Gordon, 

2005).
2
  

In summary, the literature suggest that revenue-neutral tax reforms have the potential to 

enhance growth when aimed at reducing the weight on labor, personal, and corporate income 

taxes in favor of property and consumption taxes as well as broadening tax bases, eliminating tax 

preferential treatments (Ter-Minassian, 2012). These general tax policy recommendations are 

more than appropriate for the Belizean context, where there is space to consolidate the General 

Sales Tax (GST) as the principal source of revenue while scaling back less efficient taxes as well 

                                                 
1
 Ter-Minassian, T., 2012. “Fiscal policy and economic growth: an overview”. Washington, DC, United States: 

Inter-American Development Bank. Unpublished. 
2 Lee, Y. and Gordon, R. 2005. “Tax Structure and Economic Growth”. Journal of Public Economics. 89 (2005): 

1027 – 1043. 
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as eliminating fiscal incentives that erode the tax base. The current system, on the contrary, 

complicates tax administration and does not favor horizontal nor vertical equity. 

On the other hand, empirical analyses have not found robust evidence on the growth 

impact of the size of the government. Although changes in the overall level of government 

spending have an unambiguous impact on aggregate demand in the short-run, their longer term 

effect on growth is hard to predict, as it depends on the net effect of individual components of the 

change on the determinants of growth (Ter-Minassian, 2012). Studies have then focused on the 

growth effects of specific spending categories (mainly education, health, infrastructure, and 

R&D), which are likely to affect physical and human capital accumulation processes and/or TFP. 

Models on the impact of education on the rate of growth link it to the rate of human capital 

accumulation (Lucas, 1990; and Mankiw, Romer and Weil, 1992)
3
 and to the stock of human 

capital (Nelson and Phelps, 1996; and Benhabib and Spiegel, 1994).
4
 In the case of health, the 

literature has found robust evidence for a positive correlation between health indicators and 

growth. As for the linkages between infrastructure and growth the literature has found that 

investment positively affects growth by reducing production costs and facilitating access to health 

and education services, and thus increasing productivity (Estache and Fay, 2009; Del Bo, 2009; 

and Sutherland et al., 2009).
5
  

The participation of the public sector in the provision of such public goods results 

essential, and the use of public resources to support them strategic. In the case of Belize, there is 

an area of opportunity to increase public sector efficiency in education and the provision of public 

infrastructure as section II points out. The task; however, would require a sector-wide approach 

                                                 
3
 Lucas, R.E. 1990. “Supply-Side Economics: An Analytical Review”. Oxford Economic Papers, New Series. 42 

(1990): 293-316.  

Mankiw, N.G., Romer, D. and Weil D.1992.  “A Contribution to the Empirics of Economic Growth”. The Quarterly 

Journal of Economics. 107 (2): 407-437. 
4
 Nelson, R., and Phelps, E.1966. “Investment in Humans, Technological Diffusion, and Economic Growth”. 

American Economic Review. No. 77. Benhabib, J and Spiegel, M. 1994. “The Role of Human Capital in Economic 

Development: Evidence from Aggregate Cross‐Country Data”. Journal of Monetary Economics. 34: 143-173. 
5
 Estache, A. and Fay, M. 2007. “Current Debates on Infrastructure Policy”. Working Paper No.49. Washington, 

DC, United States: The World Bank/Commission on Growth and Development. Del Bo, C. 2009. “Recent Advances 

in Public Investment, Fiscal Policy and Growth”. Working Paper No. 25. Milan, Italy: Universita’ degli Studi di 

Milano. Sutherland, D. and others, 2009. “Infrastructure Investment: Links to Growth and the Role of Public 

Policies”. Working Papers No. 686.  Paris, France: Organization for Economic Co-operation and Development/ 

Economics Department. 
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directed to improve outcome/output indicators and to reallocate or reduce current levels of public 

spending. 

Finally, to ensure consistency of growth-enhancing fiscal reforms, macroeconomic 

stability and long-term fiscal sustainability, an assessment of possible financial constraints is 

essential; particularly for countries with relatively high deficits and debt, or with debt profiles that 

make them vulnerable to shocks (Ter-Minassian, 2012). In the case of Belize, growth diagnostics 

have identified the high cost of finance, with its roots in a crippling debt overhang and periodic 

public spending binges (Hausmann and Klinger, 2010)
6
 as a constraint for Belize’s economic 

growth.   

Kumar and Woo (2010), Reinhart and Rogoff (2010), and Cecchetti et al. (2011) find that 

beyond a certain threshold—about 80-90 percent of GDP for advanced economies and 60 percent 

of GDP for emerging markets—higher public debt lowers potential growth.
7
 High debt is then 

expected to result in lower growth and lower productivity. If a country were able to increase its 

potential GDP growth rate, it could set in motion a virtuous circle: an improvement in the 

potential growth rate would lower debt-to-GDP through its combined effects on the primary 

balance and on the interest rate-growth differential, and lower debt-to-GDP would in turn have a 

positive impact on potential growth (Cottarelli and Jaramillo, 2012).
8
 

In the case of Belize, fiscal sustainability is a topic of pressing importance given the 

country’s history of budget deficits, largely explained by a decline in tax revenues, high levels of 

government spending, and a gradual increase in the burden of debt servicing. Moreover, fiscal 

sustainability plays an important role in lowering the cost of domestic and international credit, 

attract investment and boost economic growth (Shukla, 2009).
9
 Hence, just as the identification of 

major impediments to growth is important for the identification of potential tax reforms or public 

                                                 
6
Haussmann, R. and Klinger, B. 2010. “Diagnosing the Binding Constraints in Economic Growth”. In: D. Martin 

and O. Manzano, editors. Towards a Sustainable and Efficient State: The Development Agenda of Belize. 

Washington, DC, United States: Inter-American Development Bank. 
7
Kumar, M., and Woo, J. 2010. “Public Debt and Growth”. Working Paper No. 10/174. Washington, DC, United 

States: International Monetary Fund. Cecchetti, S., Madhusudan, S and Zampolli, F. 2011, “The Real Effects of 

Debt”. Working Paper. No. 352. Bank for International Settlements (BIS). Reinhart, C. and Rogoff, K. 2010. 

“Growth in a Time of Debt”. NBER Working Paper 15639. National Bureau of Economic Research. Cambridge, 

MA, United States. 
8
 Cottarelli, C., and Jaramillo, L. 2012. “Walking Hand in Hand: Fiscal Policy and Growth in Advanced 

Economies”. Working paper No. 12/137. Washington, DC, United States: International Monetary Fund. 
9
 Shuckla, G. P. 2009. “Belize: Fiscal Policy Review”. Washington, DC, United States: Inter-American 

Development Bank. Unpublished. 
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spending policies, the effects of a proposed fiscal reform program on fiscal sustainability should 

be analyzed to design country-specific fiscal reform strategies aimed at promoting sustainable 

higher growth. 

    

2. Diagnostic 

 

Table 1 shows the central government fiscal accounts for the FY2007/08 to FY2012/13 as shares 

of GDP. These figures help illustrate structural problems in the Belizean fiscal accounts pointed 

out by earlier studies (Jenkins and Kuo, 2006; Shukla, 2009).
10

 

Table 1. Central Government Fiscal Accounts 2007/08 – 2012/13 (% of GDP) 

  2007/08 2008/09 2009/10 2010/11 2011/12 2012/13e 

Revenue and grants 28.1 28.6 27.0 27.4 28.6 26.4 

Of which – Tax revenue 22.7 21.8 22.2 23.2 22.9 21.5 

Of which - Oil revenue 1.0 1.5 1.5 2.4 3.1 2.0 

Expenditure 28.8 28.2 28.2 28.9 30.2 27.0 

Of which - Wages and 

salaries 
9.0 9.2 10.0 9.8 10.2 10.0 

Primary balance    3.8 4.2 2.4 1.9 2.2 1.3 

Fiscal balance -0.7 0.4 -1.2 -1.5 -1.6 -0.5 

Memo: Public debt (% of GDP)* 87.6 79.4 82.2 83.5 81.3 78.0 

Memo: Debt service** 10.8 8.8 6.4 5.2 5.5 5.9 

Source: International Monetary Fund and Government of Belize. /e Estimated. The fiscal balance includes the effect 

of the delay in the payment of interest of the Superbond in 2012/13.  

Notes: *Excludes additional liabilities due to the nationalization of two utility companies. **Of public external debt 

only. 

 

Limited recurrent own revenues. Tax revenues represent approximately 85 percent of 

government total revenue, becoming the main source of income. Although the country has a 

decent tax revenue-to-GDP ratio, it is still comparatively low to the own country’s record high 

ratio. Tax collection in 1990 used to be 30% of GDP but it has gradually come down to around 

23% of GDP by the year 1994 and has remained in that range since then. The decline in tax 

revenues has been partially offset by oil revenues. Oil production, envisioned as an economic 

activity with limited future since its discovery, seems in fact to be close to its end. During the 

                                                 
10 

Jenkins, G. P., and Kuo, C.-Y. 2006. “Fiscal Adjustment for Sustainable Growth in Belize”. Economic and Sector 

Studies Series, RE2-06-020. Washington, DC, United States: Inter-American Development Bank. 
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2007/08-2011/12 period, oil revenues increased their share of total revenues, reaching a peak of 

3.1% of GDP in FY2011/12 and accounted for 11% of fiscal revenues at its peak in 2010. 

However, oil production peaked in 2009 and its decline is expected to continue since no viable 

economic discoveries have been made. 

High public spending levels with a consistently high public wage bill and 

significantly high debt service ratio over time. Figure 1 shows the 2001-2010 (or within this 

period according to data availability) average total expenditure as a share of GDP for the general 

government level when available, and for the central government otherwise, for a sample of 

twenty Latin American and three Caribbean countries. Total spending in Belize (at 30% of GDP) 

is above the sample mean (26% of GDP) and one of the highest ratios in the region. Graph 2 

shows a cross-country comparison of wages and salaries as shares of GDP for the central 

government only for the same period. It can be observed that Belize has the third highest wage 

bill of the 23 countries in the sample at 9.5% of GDP.
11

 Finally, the 2001-2010 average interest 

payments as a share of GDP for the whole sample were in the order of 3% of GDP, while 

Belize’s ratio was above 5% of GDP. 

To better understand the constraints on government recurrent own-revenues and the effect 

of public spending levels on its efficiency, the following subsections cover some of the challenges 

faced by the government in both areas, as well as in the public financial management area. 

 

 

 

 

 

 

 

 

                                                 
11

 The government faces an inertial 3% yearly nominal increase in wages due to virtually automatic “merit 

increases”. However, in the last four years public sector salaries and wages have been growing at a 6% average 

annual rate. This average annual increase alone adds 1 % of GDP to public spending. 
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Figure 1. Average Total Spending in Sample Countries for 2001-2010 

(Percentage of GDP) 

 
Source: IMF World Economic Outlook (WEO), WB World Development Indicators (WDI) and Cepal. 

Note: The general government level when available, and for the central government otherwise 

 

Figure 2. Average Wage Bill in Sample Countries for 2001-2010 

(Percentage of GDP) 

 

Source: CEPALSTAT. Note: Central government 
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A. The revenue side 

Income taxes. The personal income tax is simple and highly progressive with a single high 

exemption threshold that makes its administration easy.  No tax is applied on scholarships, 

pensions or annuity payments. Thus practically, the personal income tax is levied on salaries and 

wages and there is a single tax rate of 25 percent. The downturns of such simple flat tax system 

are a reduced tax base and constant pressure to raise the already high exemption threshold.   

The business tax in place, in lieu of a corporate income tax, is imposed on all gross sales 

or receipts including rents, commissions, royalties, dividends, and interest income from bills, 

bonds and debentures, and is composed of multiple tax rates applicable to different economic 

sectors. The range of current tax rates goes from 0.75% to 25%. The existence of multiple rates 

adds unnecessary complications to the functionality of the tax and opens the door for discussions 

on the fairness and economic efficiency of the assignation of rates, i.e. some sectors are heavily 

taxed while others are greatly benefited with the lowest rate.    

Consumption taxes. The current General Sales Tax (GST)
12

 currently in place has a 

standard rate of 12.5% and a zero-rate tax. Although the country’s tax burden compares favorably 

with medium income countries at 23 % of GDP
13

, the GST rate is still below the CARICOM 

average of 15%. Moreover, GST revenues are reduced by a long list of zero-rated and exempt 

items as well as by exemptions to certain sectors (for instance, the tourist sector is still exempted 

from GST), distorting the functioning of the tax system and making tax administration more 

difficult.   

Trade taxes. Revenues from taxes on international trade and transactions declined from 

65.5% of total tax revenue in 1990 to 23.7% in 2010. Meanwhile, the revenues from taxes on 

goods, transactions and services increased from 7.0% of total tax revenues to 34.9% in the same 

period. Revenue from taxes on income and profits increased from 23.1 percent of total tax 

revenues in 1990 to 34.9%. This trend reflects the decision by government to pursue a policy of 

                                                 
12

 The GST is in fact a value added tax. 
13

 International Monetary Fund. 2011. Revenue Mobilization in Developing Countries. Washington, DC, United 

States: International Monetary Fund/ Fiscal Affairs Department. 
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phased reductions in tariff rates in order to meet their CARICOM obligations and the adoption of 

an ad-valorem tax (GST) to replace the revenue loss from tariff reform (Rider, 2012).
14

  

Trade taxes constitute an important source of revenues in Belize and may be placed in 

three broad categories: import duty, revenue replacement duty, and an environmental tax. In the 

case of the import duties, the rates remain high for international standards and go from 0 to 70% 

on some items. The revenue replacement duty is applied at rates that are mostly at valorem, 

ranging from 5 to 50%. The revenue replacement duty really operates as an import duty and 

needs to be integrated with this last one, gradually phasing it out along with import tariffs. The 

environmental tax is imposed on all non-CARICOM imports except the import of basic food at a 

rate of 2% of the customs value of goods (Rider, 2012).  

Export processing zones (EPZ) and Commercial free zones (CFZ). The export processing 

zones (EPZs) are free trade zones established primarily for attracting investments and producing 

goods and services for export purposes. Within the EPZs, in addition to import duties, 

consumption taxes, excise duties, business taxes and other taxes are all exempted. Other than 

indirect taxes, businesses are also exempt from income tax, withholding tax, capital gains tax or 

any corporate tax for a minimum of the first 20 years of operation including any dividends paid to 

shareholders by an EPZ business. Most countries exempt firms operating in EPZs from customs 

duties and domestic indirect taxes, but make them subject to income taxes. Alternatively, 

Commercial Free Zones (CFZs) are focused on providing services to goods in transit through 

Belize. No taxes are applied for the first 10 years (this period may be extended to additional five 

years) and then a 2% business tax is imposed. Just as in case of EPZs, companies in CFZs should 

not be exempt from business income tax (Shukla, 2009). 

Tourism taxes. Under the GST, hotels are exempt. The business tax on hotels was 

reduced to 1.75 percent and the Belize Tourism Board (BTB) was authorized to levy a 9 percent 

tax on the gross receipts of hotels and a 6 percent tax on the gross receipts of time shares. The 

BTB keeps tax collection for their own expenses (i.e. nothing goes to the Treasury).The 

Government collected BZ$ 12.87 million in the FY2011/12 and budgeted BZ$ 15.59 million for 

the FY2012/13. Since the BTB uses the revenues from the Hotel and Tourism Accommodation 

                                                 
14

 Rider. 2012. “Belize Tourism Taxation Study”. Washington, DC, United States: Inter-American Development 

Bank. Unpublished. 
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Tax to promote the tourism industry, this tax is more in the nature of a user fee or benefits tax. In 

the case of the business tax, the GST, and tariffs, the tourism sector receives concessionary 

treatment. Like electricity, sewerage and water, hotels are exempt from the GST, thereby 

contributing to holes in the GST and unevenness in tax treatment (Shukla, 2009).   

Taxation on fuel. The current system in place includes an ad-valorem and a unit tax, 

which is a widespread practice, so the government takes advantages of having both taxes (keep in 

mind that tax collections might become very volatile with only the ad valorem tax given the 

volatility in oil prices). Some countries do not apply a Value Added Tax but instead apply an 

excise tax with an ad-valorem rate. This way there are no input claims under the VAT system so it 

is only an excise tax. This is only for revenue purposes. Authorities have decided to apply a 

different rate under each kind of fuel (premium vs. regular) but there is really not a technical 

reason to do so. 

Fiscal Incentives. Tax incentives under the Fiscal Incentive Tax are generous and in 

excess of international practices. In particular tax holidays in Belize can be easily extended over 

twenty years while countries that still provide holidays keep them limited to three to five years. 

The EPZs are an extension of the tax incentive schemes in the form of tax holidays and duty 

exemption. 

Investment incentive programs linked to self-financing strategies of public agencies; 

especially, BELTRAIDE, the agency with the responsibility for investment promotion, have 

distorted and eroded the tax base since 2000. The government allows the agency to charge and 

keep fees for helping investors obtain fiscal incentives. This has created the incentive for 

BELTRAIDE to maximize the authorization of fiscal incentives, undermining the revenue base of 

the central government.   

The provision of tax holidays, exemptions and concessions in tax laws tend to make the 

tax base narrow and the tax system less buoyant. The estimation of the revenue forgone, or tax 

expenditures, would allow the government to assess the cost of granting such fiscal incentives as 

well as estimate their financial implications. Government efforts to move in that direction would 

not only increase transparency and help fiscal authorities to keep track of the revenue lost, but 

would also provide them with a tool to make informed changes to legislation as to reduce them in 

case the estimated costs outperform the benefits.  
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Tax Administration. In 2008 and 2009 the GOB revamped management information 

systems by introducing automated computerized systems: the Standard Integrated Government 

Tax Administration System (SIGTAS) for business tax and GST; and the Automated System for 

Customs Data (ASYCUDA). Despite the introduction of computerized systems for the business 

tax, GST and customs data, the tax administration is still organized by type of tax rather than 

function, leading to lack of coordination and unnecessary duplications; as well, various tax 

departments lack an integrated master file. These practices lead to inefficiencies in tax collection.   

B. The expenditure side 

In this section we provide evidence from a comparative analysis that public sector efficiency is 

inversely correlated with the size of the government. The analysis also provides support for the 

identification of government activities that represent areas of opportunities for improvement of 

public sector performance and its efficiency.
 15

  

Following Afonso, Schuknecht, and Tanzi (2005, 2010) we compute Public Sector 

Performance (PSP) and Public Sector Efficiency (PSE) indicators and Data Envelopment 

Analysis (DEA) efficiency scores for a sample of twenty-three Latin American and Caribbean 

Countries (LAC) to measure efficiency of public spending for the period 2001-2010. 

Public sector performance as defined by Afonso, Schuknecht, and Tanzi (AST from now 

on) is assessed by constructing composite indicators based on observable socio-economic 

variables that are assumed to be the output of pursued public policies. Specifically, the PSP for 

country         with         areas of government activity is determined by:       

     ∑        

 

   

 ∑      

 

   

             (  )                        ( ) 

where    is the weight applied to the j
th

 government activity and  (  ) is a function of k 

observable socio-economic indicators. Following AST seminal work we use two groups of 

indicators to define the PSP composite indicator as Figure 3 shows.
16

  

 

 

                                                 
15 Afonso, A., Romero, A and Monsalve, E. 2013. “Public Sector Efficiency: Evidence for Latin America”. 

Discussion Paper No. 279. Washington, DC, United States: Inter-American Development Bank. 
16 For the interested reader, detailed data and data sources are available upon request. 
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Figure 3 – Public Sector Performance Indicator (PSP) 
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Performance indicators as defined by the PSP scores do not relate the achievement of 

public policies to their cost in terms of public spending. To that effect, we initially employ the 

concept of Public Sector Efficiency to weigh public sector performance in each area by the 

amount of relevant public expenditure (EXPij) that is used to achieve such performance. This is, 

for each country         with         areas of government activity and weight     applied 

to the j
th

 activity the PSE is defined by:  

     ∑  
     

     

 

   

  ∑     

 

   

                     ( ) 

Hence, government performance in the area of public administration is weighted by 

spending on government consumption. The achievements in education are related to public 

spending on the education sector. The same treatment applies to health. The provision of public 

infrastructure is weighted by public spending on investment. As for the Musgravian tasks of the 

government, performance on income distribution is related to spending on transfers and subsidies, 

while outcomes on the functions of the state in terms of stability and economic performance are 

weighted by total spending. To compute PSE scores for each government activity, public 

spending categories were previously normalized across countries by their sample means. To 

obtain total PSE scores for each country, PSP scores per government activity are divided by the 

relevant spending category as described above. To interpret results, countries with total PSE 

scores in excess of the sample average are considered as efficient. 

Table A1 in Annex shows the computed PSP indicators for 2010 for all sample countries. 

The best performers, according to the overall PSP index, are Chile, Trinidad and Tobago, Panama 

and Costa Rica. These are the countries whose governments obtain the best results in terms of 

outcome indicators without taking into consideration the costs incurred to achieve them. On the 

other hand, countries at the bottom end of the list include Paraguay, Venezuela, and Nicaragua. 

Belize’s PSP score lies above the threshold indicating an overall good performance, supported by 

results in education, health, income distribution, and economic stability. Areas of opportunity for 

improvement are administration, infrastructure, and economic performance. 

To assess the efficiency of the public sector we now relate its performance to the cost 

incurred by governments to achieve it. PSE scores are computed for each country by weighting 
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each sub-indicator by the relevant spending category as described before. Table A2 (Annex) 

shows the PSE measures for all countries. 

The overall PSE score places Guatemala, Chile, and Peru on the top of the group, followed 

by the Dominican Republic, Ecuador, and El Salvador. Comparing rankings from the PSP and 

PSE scores we observe that some of the countries that top the performance list, like Trinidad and 

Tobago and Panama, are not among the most efficient by PSE scores. This implies that in such 

countries government performance is obtained at a high cost. Although Belize obtained a PSE 

score above the threshold, placing it in the good performers list, this efficiency score is below the 

sample average. In the case of Belize, the PSE score is mainly supported by results in the area of 

health, income distribution, and economic stability. Efficiency in the areas of administration, 

education, economic performance, and particularly the quality of the overall infrastructure 

constitutes an area of opportunity for improvement for the public administration.  

Belize’s low efficiency score in the administrative duties of the government captures the 

effect of high public spending on personal emoluments, the main component of the government 

consumption, bringing down the performance score. In the provision of public services, education 

and infrastructure, it is worth noting that Belize obtains the third lowest PSE score in both cases 

implying that it is the third most inefficient country in the whole sample in the provision of both 

services. In the case of education, the result is explain by the extensive use of resources (public 

spending in the sector as a GDP share), implying that results/outputs in the sector are attained at a 

high cost, while in the case of infrastructure inefficiency is explained by a combination of factors, 

low performance (PSP score) and public spending as a share of GDP above the sample average 

during 2001-2010.   

Figure 4 further illustrates the efficiency and performance assessment by placing the 

countries into four quadrants taking into account those two dimensions. Therefore, we see that 

some countries have a good performance (the two right-hand side quadrants), but these can then 

be split into more efficient (upper quadrant) and less efficient (lower quadrant). On the other 

hand, the two left-hand side quadrants depict cases of lower performance, and particularly the 

lower left-hand side quadrant, where we can see a sub-sample of less effective and less efficient 

countries. Belize lies in the fourth quadrant denoting that although effective, government 
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performance could be reached in a more efficient way. This is, employing fewer resources (total 

spending-to-GDP ratio) to support it.   

Figure 4 - PSP and PSE in 2010  

 
Source: Afonso, A., Romero, A and Monsalve, E. 2013. “Public Sector Efficiency: Evidence for Latin America”. 

Discussion Paper No. 279. Washington, DC, United States: Inter-American Development Bank. 

 

In order to better clarify the efficiency analysis we also assess public sector efficiency 

applying the DEA approach using the PSP scores as an output and total spending-to-GDP ratios 

as input. We find that efficiency scores rank countries in a similar fashion, but now we have more 

information, notably regarding the peers of each country that is not in the production possibility 

frontier.  

According to the DEA, sample countries could use on average 40 percent less of the 

employed resources to attain the same output level, or alternatively increase their output 

production by 19 percent with the same level of total spending if they were technically efficient. 

Belize obtains an input efficiency score of 50 percent, and an output efficiency score of 85. This 

implies that the country could achieve the same level of outcome (public sector performance) 

using 50 percent less spending or could increase its performance by 15 percent with the same 

level of inputs (total public spending-to-GDP ratio). 
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C.  Public Financial Management (PFM) 

As for public financial management, during the past decade, several multilateral institutions such 

the Work Bank, European Union and the IDB, have contributed and supported Belize by 

financing studies and evaluations (CPAR, OECD/DAC, PEFA, etc.) and/or subsequent 

recommendations and actions, all related to the performance of public finances. Currently, the 

OECD/DAC and the PEFA 2009 evaluations provide the most updated information regarding the 

status of PFM in the country. 

Reforms in the PFM area, mainly since 2005 under the Finance and Audit (Reform) Act, 

have resulted in a streamlined budgetary process characterized for (i) orderliness and participation 

in the process, as well as (ii) good expenditure and revenue out-turn compared to original budget. 

However, the Government has not been able to enforce and ensure the new legal framework is 

complied with in a satisfactory manner, mainly due to limited institutional capacity and resources.  

Implementation of the regulatory framework has become one of the challenges to 

increase efficiency in revenue and debt management; develop and consolidate PFM systems; and 

promote transparency and accountability.  

Three main areas are identified as key to improve revenue and financial management in order to 

increase savings and improve the availability and allocation of resources.  

i. Budget.  

Reforms carried out to improve the budgetary process have produced positive results in the 

predictability of the budget as the average variance in expenditure composition did not exceed 

the overall deviation in primary expenditure by more than 5% in the period 2005 – 2008. 

Nonetheless, some deficiencies in the budget preparation, execution and monitoring have started 

to contribute to deviations in primary spending. Some of these deficiencies include: (i) budgeting 

of wage expenditures; (ii) expenditure forecasts; and (iii) excessive reallocations and 

supplements.  

Although the budget presentation contains forward estimates for two more years, the time 

horizon of the budget is limited to a single year, the out-year estimates being incremental figures 

with little analytical basis. The Medium Term Fiscal Framework was included in the budget 

presentations for fiscal years 2010/2011 and 2011/2012 but not in the budget presentation for FY 

2012/2013. Hence, in spite of some of the overall management improvements brought by the 



16 

 

reforms, the country still faces the challenge to use PFM as an instrument that articulates fiscal 

policy with public sector performance and service delivery. Notwithstanding the inclusion of 

forward estimates in the budget for two more years, an important step towards a more rigorous 

medium-term budgetary framework would include institutional reforms aiming at introducing a 

more rigorous analysis to support such estimates and eventually introduce a program-based 

budgeting framework. 

ii. Revenue management.  

Revenue administration responsibilities are allocated in three departments: the Department of 

GST, the Income Tax department, and the Customs and Excise Department. Taxpayers are 

registered on different database systems that are not linked between the three entities; additionally 

there is no interoperability or information sharing protocols with other government systems. This 

fragmentation by type of tax undermines operational performance and raises the costs of revenue 

collection.  

The transfer of tax collections is efficient as payments are made directly to accounts 

controlled by the treasury or transfers are made the same day taxes are collected. However, 

account reconciliation is still an area that needs improvement as there are significant differences 

between taxes assessed and received in the Treasury. 

The total amount of tax arrears is significant at 17% of total tax collection in the year of 

the assessment. 

iii. Procurement.  

Although the Finance Act of 2005 established duties and responsibilities for the Contractor 

General, there is still the need to reform the current regulatory framework in order to meet 

International Standards and introduce principles of open, competitive and transparent 

procurement. This is particularly important as the procurement of goods and services accounts for 

approximately 25% of total primary expenditure. 

 

3. Existing Policies 

 

Over the years, the government has undertaken important reforms in the revenue area as to 

enhance tax collection. One of the most important reforms consisted on reintroducing a General 
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Sales Tax (GST) in 2006, with all the features of a value added tax, replacing the sales tax in 

place that suffered from a narrow tax base, multiple rates, and a cascading effect. The GST was 

initially introduced with a rate of 10% and was later on increased to 12.5% in the FY2010/11. 

More recently, the government requested technical assistance from the IMF Fiscal Affairs 

department to conduct a review of the tax system (with special attention the business tax, income 

tax, GST, and excises). Additionally, the government undertook two studies to assess the 

domestic tax system: the Belize Tourism Taxation Study (under the IDB-supported Sustainable 

Tourism Development Program) and the Estimation of Tax Expenditures on Fiscal Incentives 

(with assistance from Compete Caribbean).
 17

  

In the area of revenue administration the authorities’ strategy has been to focus on 

improving the enforcement of existing tax rules and increase the efficiency of tax administration. 

This strategy, closely supported by technical assistance from CARTAC and the CDB has 

involved the modernization of the customs and excise departments, including the introduction of 

ASYCUDA (Automated Systems for Customs Data World) and improving tax auditing, through 

spot checks on businesses. 

In the public expenditure area, government efforts to control the growth rate of the wage 

bill include a proposal made to unions (including teachers) to restraint from public-sector wage 

increases in FY2013/14. The proposed agreement tried to link salary increases to the 

government's fiscal surplus for FY2014/15, FY2015/16, and FY2016/17, capping the increase at 

10% annually so as not to exceed the union's claim for a 30% increment over three years. The 

idea of linking payment to ability to pay is in principle a welcome step towards the control of the 

wage bill. However, to achieve a structural change in this key expenditure category without 

adding rigidities to the current public spending structure, a more comprehensive revision of the 

incentives, laws, and arrangements in place is needed (please consult IDB Employment and Wage 

policy note for further details).      

In the area of public financial management the focus has been on modernizing financial 

legislation. The Belize Constitution Act of 2000 provides the regulatory framework for PFM, 
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 Hon. Dean Barrow. 2012. “Exercising Discipline While Preserving Growth”. Budget Presentation for Fiscal Year 
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particularly in the areas of budgetary formulation and revenue management. The Ministry of 

Finance is responsible for monitoring fiscal policy and the preparation of the National Budget. 

The series of reforms started in 2005 under the Finance and Audit (Reform) Act addressed 

malpractice in procuring official contracts and sales, and established sanctions against financial 

officers for not complying with budget rules and regulations. Some of the main accomplishments 

of the reform include: (i) personnel records linked to the payroll system; (ii) treasury accounting 

and payments centralized; and (iii) IFMIS introduced in FY 2004/05 (Smart stream platform). 

Some other relevant laws related to PFM reform are the General Sales Tax (GST) Act (2006) and 

the GST Regulations (2006), the Income and Business Tax Act (revised edition 2000), the 

Customs Duty Act (revised edition 2000), the Customs Regulation Act (revised edition 2000), 

and the Fiscal Transparency and Responsibility Regulations passed by Parliament in 

FY2010/2011. Most of these Acts and their corresponding revisions and regulations were 

approved during the past decade. 

 

4. Fiscal policy options  

 

This section presents a spam of policy reforms for the government to consider undertaking in the 

next few years either to strengthen current own-revenues or to reduce waste of public resources. 

Authorities may decide on the sequence of policy actions to be implemented in the short-to-

medium run based on their fiscal strategy. 

A. Revenue side 

To enhance government own revenues by expanding the tax base, the following policy 

recommendations are presented:  

i. Reduce the exemption threshold for the personal income tax and bring the business tax 

closer to the personal income tax system.  

As the Jenkins-Kuo (2006) study pointed out, the exemption threshold for the personal income tax 

is high compared to international standards, so it should be kept at current levels, if it is politically 

not feasible for authorities to lower it, and avoid raising it any further in the future. The same 

study made the following recommendations to bring closer the business tax and the personal 

income tax: i) the rate on self-employed professionals should be raised to 15 percent from 6 
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percent, ii) the rate of business tax on the financial institutions that form part of a public 

investment company be raised from 8 percent to 15 percent, and iii) rates that are currently at 0.75 

percent should be raised to 1.75 percent.  

ii. Reduce the list of zero-rated items and eventually increase the standard GST rate.   

In view of the new estimates from the IMF review of the tax system, as a first step a revision to 

bring down the number of items in the list of zero-rated items and of the list of exemptions with a 

view to reducing GST refunds is advisable. As a second stage of a medium-term action plan, 

authorities could consider to gradually bringing the tax closer to the CARICOM average of 15%. 

However, in order for this measure to have a significant impact on revenue and reduce the risk of 

evasion there must be no further additions to the list of zero-rated items. The last increase in the 

standard GST rate was implemented in the FY2010/11, bringing the rate up from 10% to 12.5%. 

On the first year of implementation, GST collections increased by 24% even though at the same 

time many items were zero-rated.
18

  

iii. Reduce exemptions in the GST system.  

In particular make hotels fully taxable at the standard rate under the GST and the business tax, 

and repeal the tourist accommodation tax.
19

 Since the GST is like a Value Added Tax, hotels will 

be allowed to claim GST paid on inputs and investments. This enhances efficiency on the 

economy and thus competitiveness of this crucial sector for the Belizean economy. This measure 

prevents the pervasive cascading effects of the current system. However, it needs to be stressed 

the fact that revenues may decrease under the proposed system because now hotels will be able to 

claim refunds under the GST. Currently there are 723 registered hotels with BTB. Of this amount, 

482 hotels will fall below the GST threshold of BZ$ 75,000 (67% of the total). Although 

collections from this segment only represented 8% of total collections in the last fiscal year, a 

question remains of how to incorporate this small hotels and shares into the new system. The 

revenue impact of the measure will greatly depend on the amount of inputs claims under the GST 

system.  
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  There was a 4% increase in nominal GDP that year. 
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 This recommendation was also proposed by Fernandez. 2013. “Trade Policy Scope and Taxation Study in Belize”. 

Washington, DC, United States: Inter-American Development Bank. Unpublished. 
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iv. Apply a single tax rate on fuel.  

There is no reason to have a different rate under the same kind of fuel (premium vs. regular). In 

fact, the premium fuel is more environmentally friendly and thus should have a lower tax rate if 

only this criterion is considered. The Government could consider an increase in the fixed import 

duty in the Regular fuel so as to increase it to the level of the Premium fuel. This would amount to 

an increase in the fixed import duty to BZ$ 0.05 and an increase in collection of around BZ$ 0.4 

million. 

v. Introduce a single import tariff 

This should be done while eliminating the environmental tax and the revenue replacement duty, 

which in practice works as an import duty and adds complexity to the tax administration. 

Alternatively, the government could implement the recommendations made by Jenkins-Kuo 

(2006) as an intermediate step, if the current proposal is not feasible at the moment. The 

recommendations basically consist on lowering all the tariffs on excisable goods to 10 percent 

and then to levy an excise tax on each of the goods at a rate that would bring the total tax burden 

up to the current level that is now imposed by the import duties and revenue replacement duties. 

For the non-excisable goods, the import duties and revenue replacement duty should be combined 

and levied as a single import duty.   

Regarding EPZs and CFZs Jenkins and Kuo recommended that as a first step, registered 

companies should be subject to the business tax and other direct taxes. Under this scenario EPZs 

could continue to be exempted from indirect taxes using duty drawback systems, among others. 

vi. Curtail fiscal incentive programs.  

Review and amend the legislation offering tax incentives for investment in general as well as for 

specific sectors is recommended. In particular the Fiscal Incentive Act should be amended to 

eliminate tax holidays for the business tax. Additionally, the period of indirect tax incentives for 

new investments should be bring down from the current 10-year period. 

To reduce fiscal incentives promoted by BELTRAIDE and strengthen revenues at the same 

time, the fees charged by BELTRAIDE for assisting in the request and approval of fiscal incentives 

should be assign directly to the Treasury and in the central budget. To increase transparency 

BELTRAIDE operating budget should be included in the central government budget in every fiscal 

year. 
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Regarding the estimation of tax expenditures, as a first step the definition of the 

methodology and procedures for their estimation is key. Ideally, once the institutional capacity is 

built to yearly compute tax expenditures, it is recommended to include them in the budget every 

fiscal year, following what is becoming a more standard practice internationally.   

vii. Improve efficiency in tax administration.  

The main goal in the area of tax administration is to improve efficiency in tax collection 

throughout a more efficient tax administration. Notwithstanding the considerable progress the 

government has obtained in this area, the consolidation of the GST and Income Tax departments 

in coordination with the Custom department remains key to strengthen revenue administration. A 

detailed plan with a specific timeframe would facilitate the process.  

B. Expenditure side 

According to the analysis presented in section II, to increase efficiency of public spending there 

are two approaches. The first one consists on improving the outcomes obtained in key 

government areas, targeted by public policies, such as the ones shown in Figure 1. In the case of 

Belize, the provision of public services of education and public infrastructure stand up since 

efficiency scores for the country are among the lowest in the region. In both cases a sector-wide 

strategy would be needed in order to achieve this objective, which is likely to yield results in the 

medium to long term.     

The second approach consists on reducing the amount of resources spent by the 

government in achieving such outcomes by sliming public spending and/or reallocating it towards 

high-return activities. In the case of Belize, who by its ratio of public expenditure-to-GDP is 

classified as a big-size government, streamlining current expenditures is deemed necessary. In 

particular the following recommendations are suggested: 

i. Reduce the wage bill and stop inertial salary increases.  

The upward trend in the wage bill needs to be limited and lined up with the inflationary growth 

rate as a minimum. Otherwise, any fiscal effort made on the revenue side will be offset and 

undermined by the wage bill growth, crowding-out more productive spending (particularly social 

infrastructure and investment), and posing a threat to fiscal sustainability. For instance, the latest 

tax reforms undertaken by countries in the region over the last four years, typically involving a 
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mix of changes in both the base and the rate of income, add-valorem, and excise taxes have 

produced an average yield of 1.5% of GDP in terms of additional revenue (in fact Belize’s 2010 

tax reform was above the average with a yield of 1.6% of GDP).
20 

 

Although renegotiations of labor agreements are politically intense, there is a great need to 

keep engaging in those conversations and reach new agreements with public workers. The current 

growing trend in the wage bill is simply not sustainable under a scenario of declining oil 

revenues, a high debt burden, limited access to international markets, volatile grants, and 

deteriorating social and security conditions affecting a large fraction of the Belizean population. 

The more resources the government keeps directing toward the public sector wage bill, the fewer 

spending is available to improve social conditions. 

ii. Reduce and keep spending on interest payments low.  

In addition to the recent debt rescheduling effort, authorities need to develop a medium-term debt 

strategy as to improve debt management framework. Interest payments will lower as a result of 

the implementation of a comprehensive debt management strategy based on solid institutional 

framework and cost-risk analysis of alternatives. It would also help the government to place 

public debt on a downward trajectory and address medium-term financing needs. In particular, 

there is a need to develop specific debt targets supported by a consistent fiscal policy strategy, an 

improved risk-management strategy. Further development of domestic financing markets is also 

necessary to rely less on external debt and grants.  

iii. Reallocate public spending to high-return activities 

This should be done particularly to areas with a potential significant impact on economic 

activities that could further contribute to the well-being of the population such as road 

maintenance and improvement of public infrastructure. Adequate physical and social 

infrastructure could go a long way to attract investment. 
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C. Public financial management.  

i. Strengthen public sector management.  

In this area, authorities could sustain efforts to streamline the budgetary process and effectively 

implement a multi-year and performance-based budgeting framework. To make revenue 

collection more modern, efficient and less costly the update and consolidation of tax collection 

systems under one platform is advisable as well as the implementation of effective mechanism for 

tax account reconciliation and improve coordination to reduce overlap among the three tax 

authorities.  

ii.  Strengthen PFM systems.  

Efforts in the public financial management area should be continued with the objective to 

increase its efficiency. Particularly they should be directed towards the strengthening of the PFM 

systems. The implementation of a medium-term action plan, based on the technical assistance 

provided by the Bank and other multilateral organizations, to enhance the public financial 

management system (PFMS), strengthen the public investment management system (PIMS) and 

the internal audit and control system, and improve the public procurement system would give 

continuation to government efforts in the PFM area.  

Particularly, procurement reform efforts in Belize need to take into account the limited 

Government resources available and the need for greater efficiency. It is recommended to keep 

developing and establishing the basic legal and institutional infrastructure, working tools and 

technical capacity to take advantage of previous reform efforts. The relevant legislation must be 

enacted and once the system has gained sufficient depth and there is a culture of good 

performance, it would be easier to perfect the system in subsequent stages. 

 

5. Policy Recommendations 

 

We recommend authorities to move towards the consolidation of the GST as the principal source 

of revenue (a tax that has been operating well since its reintroduction in 2006) while scaling back 

less efficient taxes. As an initial step, efforts could be directed to reverse the erosion of the GST 

base by reducing domestic zero-rating and taxing tourism (repealing the current tax on hotels). At 

the same time, trade taxes could be reduced by eliminating the revenue replacement duty and the 
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environmental tax and levying a single import tariff instead. Any revenue loss due to the 

substitution of inefficient trade taxes could be compensated with a raise in the standard GST rate 

and the alignment of the personal income tax and the business tax once the base has been 

broaden. 

Additionally, authorities could scale back fiscal incentives to reduce the erosion of the tax 

base, in particular eliminating the income tax and dividend holidays currently applicable to export 

processing and commercial free zones. As Shukla (2009) states in his report, domestic and foreign 

investment decisions are likely to be more responsive to adequate physical and social 

infrastructure, financed by the additional revenue resulting from the proposed changes in the tax 

system, than investment incentives.  

In the area of public financial management we recommend as an immediate step to 

effectively adopt a medium-term fiscal framework and include it in the budget presentation every 

fiscal year. This would allow authorities to improve fiscal planning, expenditure policy and 

budgeting. We also recommend authorities to continue current efforts to increase the efficiency of 

PFM systems by implementing the recommendations of the received technical assistance from the 

Bank, CARTAC, and the IMF as well as take advantage of improvements in legislation and 

frameworks obtained by recent reforms. In the specific case of procurement, making use of 

existing legislation and institutions and gradually building on them is recommended in order to 

maximize quick wins early in the reform process.   

In the area of tax administration, the consolidation of the GST and income tax departments 

must be a priority since more efficient processes and the organization by functions would 

contribute to reduce complexities in administration and increase tax collection by raising revenues 

and decrease evasion, even at the existing tax rates and policies. 

To increase efficiency of public spending, as an initial step, a reallocation of spending 

towards activities below economically-optimal levels such as maintenance of public 

infrastructure, particularly roads, is recommended as well as to increase the supply of services 

where there is under-provision. Additionally, the rationalization of current spending, specifically 

of the wage bill, is highly advisable. To reduce the expenditure category of wages and salaries, 

inertial salary increases must be stopped. We suggest taking inflation rates as a reference for wage 

actualizations, and continuing negotiations with public sector workers as to gradually move 
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towards an individual merit payment system. At the same time, a limit to new hires could be 

implemented. 

Finally, we recommend the government to effectively adopt a medium-term debt strategy 

to improve fiscal planning, bring debt to sustainable levels, and permanently lower spending on 

interest payments. 
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Annex I 

Table A1 – Public Sector Performance (PSP) Indicators, 2010 

(Using Quality of Math and Science) 

 

Country 

Opportunity Indicators Musgravian Indicators 

Total public 

Sector 

Performance 

Administr

ation 

Educa

tion Health 

Infra

struc

ture 

PSP 

Opport

unity 

Distri

bution 

Stabili

ty 

Econo

mic 

Perfor

mance 

PSP 

Musgra

vian 

Equal 

weigh

ts /1 

Differe

nt 

weights 

/2 

Argentina 0.98 1.15 1.02 0.91 1.01 1.09 0.49 1.08 0.89 0.96 0.92 

Belize 0.91 1.03 1.02 0.91 0.97 1.13 1.68 0.83 1.21 1.07 1.15 

Bolivia 0.84 1.01 0.94 0.88 0.92 0.86 1.58 0.98 1.14 1.01 1.08 

Brazil 0.95 0.90 1.00 0.93 0.95 0.89 0.92 0.94 0.92 0.93 0.92 

Chile 1.71 1.08 1.04 1.43 1.32 0.94 1.48 1.16 1.19 1.26 1.22 

Colombia 0.98 1.17 1.00 0.93 1.02 0.86 1.28 0.87 1.01 1.02 1.01 

Costa Rica 1.37 1.47 1.04 0.93 1.20 0.96 0.77 1.17 0.97 1.10 1.02 

Dominican 

Republic 0.96 0.78 1.00 0.91 0.91 1.03 0.74 0.91 0.90 0.91 0.90 

Ecuador 0.85 0.99 1.01 0.96 0.95 0.99 1.06 0.93 0.99 0.97 0.98 

El Salvador 0.96 0.86 0.99 1.19 1.00 1.01 1.16 0.78 0.98 1.00 0.99 

Guatemala 0.91 0.75 0.98 1.22 0.96 0.86 1.16 1.49 1.17 1.05 1.12 

Guyana 1.05 1.23 0.97 0.99 1.06 1.08 0.79 0.56 0.81 0.95 0.88 

Honduras 0.92 0.80 0.99 0.96 0.92 0.84 0.93 1.06 0.94 0.93 0.94 

Jamaica 1.04 1.11 0.99 1.09 1.06 1.07 0.37 0.58 0.67 0.89 0.77 

Mexico 1.03 1.00 1.02 1.09 1.04 1.01 0.79 1.31 1.04 1.04 1.04 

Nicaragua 0.80 0.71 1.00 0.80 0.83 1.16 0.85 0.65 0.89 0.85 0.87 

Panama 0.85 0.91 1.02 1.19 0.99 0.94 1.59 1.23 1.25 1.10 1.19 

Paraguay 0.82 0.81 0.99 0.65 0.82 0.93 0.65 0.88 0.82 0.82 0.82 

Peru 0.82 0.98 1.00 0.91 0.93 1.01 1.83 1.07 1.30 1.09 1.21 

Suriname 1.05 0.98 0.97 1.09 1.02  1.30 0.92 1.11 1.05 1.05 

Trinidad and 

Tobago 1.15 1.28 0.97 1.14 1.13 1.17 0.76 1.70 1.21 1.17 1.19 

Uruguay 1.34 1.07 1.02 1.12 1.14 1.07 0.55 0.95 0.86 1.02 0.93 

Venezuela, 

RB 0.73 1.02 1.01 0.75 0.88 1.08 0.26 0.95 0.76 0.83 0.79 

Average 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 

Maximum 1.71 1.47 1.04 1.43 1.32 1.17 1.83 1.70 1.30 1.26 1.22 

Minimum 0.73 0.71 0.94 0.65 0.82 0.84 0.26 0.56 0.67 0.82 0.77 

Source: Afonso, A., Romero, A., Monsalve, E. 2013. “Public Sector Efficiency: Evidence for Latin America”. 

Discussion Paper No. 279. Washington, DC, United States: Inter-American Development Bank. 
Notes: 1/ Each sub-indicator contributes 1/7 to total indicator. 2/ Opportunity indicators contribute 1/16 each (1/4 in total); 

Musgravian indicators contribute 1/4 each. 
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Table A2 – Public Sector Efficiency (PSE) Indicators, 2010 

(Using Quality of Math and Science) 

Country 

Opportunity indicators Musgravian Indicators 

Total Public 

Sector 

Performance 

Administ

ration 

Educa

tion 

Heal

th 

Infrastr

ucture 

PSE 

Opport

unity 

Distrib

ution 

Stabi

lity 

Econo

mic 

Perfor

mance 

PSE 

Musgr

avian 

Equ

al 

weig

hts 

/1 

Diffe

rent 

weig

hts 

/2 

Argentina 0.89 1.00 0.74 1.35 0.99 0.64 0.39 0.85 0.63 0.84 0.72 

Belize 0.71 0.74 1.45 0.53 0.86 2.22 1.47 0.72 1.47 1.12 1.32 

Bolivia 0.83 0.65 0.96 0.51 0.74 0.76 1.29 0.80 0.95 0.83 0.89 

Brazil 0.55 0.78 1.03 2.18 1.13 0.87 0.71 0.72 0.77 0.98 0.86 

Chile 2.65 1.14 1.16 2.67 1.91 0.58 1.79 1.41 1.26 1.63 1.42 

Colombia 1.18 1.13 0.67 0.70 0.92 0.70 1.23 0.84 0.92 0.92 0.92 

Costa Rica 1.29 1.17 0.64 2.65 1.44 0.98 0.82 1.25 1.02 1.26 1.12 

Dominican 

Republic 1.90 1.56 1.79 1.32 1.64 1.44 1.15 1.42 1.34 1.51 1.41 

Ecuador 0.89 4.06 1.68 0.55 1.80 0.95 1.03 0.90 0.96 1.44 1.17 

El Salvador 1.14 1.16 0.95 2.06 1.33 1.47 1.60 1.08 1.38 1.35 1.37 

Guatemala 2.12 0.98 1.51 3.51 2.03 1.84 2.16 2.79 2.26 2.13 2.21 

Guyana 1.00 0.83 0.58 0.42 0.71 1.39 0.68 0.49 0.85 0.77 0.82 

Honduras 0.68   0.98 0.95 0.87 1.86 0.90 1.03 1.26 1.06 1.06 

Jamaica 0.83 0.85 1.44 1.86 1.24   0.30 0.47 0.39 0.96 0.96 

Mexico 1.09 0.80 1.37 1.55 1.20 1.44 0.89 1.47 1.27 1.23 1.25 

Nicaragua 0.84 0.91 0.78 0.77 0.83 0.90 0.82 0.63 0.78 0.81 0.79 

Panama 0.77 0.88 0.70 1.28 0.91 1.36 1.69 1.31 1.45 1.14 1.32 

Paraguay 0.98 0.73 1.30 0.97 0.99 1.58 0.95 1.30 1.27 1.11 1.20 

Peru 0.97 1.43 1.35 2.06 1.45 1.37 2.53 1.48 1.79 1.60 1.71 

Suriname 0.70   0.96 1.20 0.96   1.21 0.85 1.03 0.99 0.99 

Trinidad and 

Tobago 1.50 1.22 1.39 1.28 1.35 0.64 0.73 1.62 1.00 1.20 1.09 

Uruguay 1.31 1.69 0.75 1.21 1.24 0.58 0.45 0.78 0.60 0.97 0.76 

Venezuela, 

RB 0.69 1.11 1.50 0.31 0.90 0.94 0.21 0.74 0.63 0.79 0.70 

Average 1.11 1.18 1.12 1.39 1.19 1.17 1.09 1.08 1.10 1.16 1.13 

Maximum 2.65 4.06 1.79 3.51 2.03 2.22 2.53 2.79 2.26 2.13 2.21 

Minimum 0.55 0.65 0.58 0.31 0.71 0.58 0.21 0.47 0.39 0.77 0.70 

Source: Afonso, A., Romero, A., Monsalve, E. 2013. “Public Sector Efficiency: Evidence for Latin America”. 

Discussion Paper No. 279. Washington, DC, United States: Inter-American Development Bank. 
Notes:1/ Each sub-indicator contributes 1/7 to total indicator. 2/ Opportunity indicators contribute 1/16 each (1/4 in total); 

Musgravian indicators contribute 1/4 each. 

 

 

 

 

 


