Policy Proposal # 4

Exemption of Tax on Overtime Earnings
AKA: (If yuh work it, u keep it! Which is right!)
By: David Wisdom Jr.

Why?

To exempt overtime (OT) earnings from all forms of taxation, allowing workers to benefit directly
from their extra hours of work, thus enhancing economic stability, growth and increasing
productivity

Workers who put in extra hours to earn overtime (OT) face considerable challenges due to high
taxation on these earnings. These taxes reduce the financial reward for additional effort, leading
to several adverse effects..

Side Effects of Taxed OT:

-> Reduced Financial Incentive:

High taxes on OT earnings significantly cut into the additional income workers expect,
discouraging them from taking on extra hours that would otherwise improve their
financial situation.

-> Decreased Disposable Income:

With a substantial portion of OT income going to taxes, workers are left with less
disposable income, impacting their ability to meet essential expenses, save for
emergencies, or invest in personal goals.

-> Increased Financial Strain:

Many workers rely on overtime to cover rising living costs, unexpected expenses, or to
make ends meet. Taxing OT earnings at high rates reduces the efficacy of these efforts,
leading to continued financial stress and hardship.

-> Low Morale and Motivation:

Knowing that OT earnings are heavily taxed can lead to a sense of unfairness, as
workers feel that their extra effort is not adequately rewarded. This results in reduced
morale and can impact overall productivity.



= Impact on Workforce Retention and Stability:

Workers in essential sectors, such as healthcare and manufacturing, who frequently
work overtime may feel demotivated by the diminished financial returns. This could lead
to higher turnover, causing workforce instability.

How does it benefit the Govt, Party & the PEOPLE!

= Increased Disposable Income for Jamaican Workers:

By exempting OT earnings from taxation, workers will retain a greater portion of their
additional earnings, providing immediate financial relief and improving their ability to
meet day-to-day needs. This will also support families, enhance savings, and increase
opportunities for self-investment.

-> Enhanced Spending Power:

With OT earnings fully untaxed, employees will have greater financial freedom to spend
within the local economy, leading to higher demand for goods and services, which in turn
stimulates businesses and potentially raises GCT and other indirect tax revenues.

-> Strengthened Workforce Morale and Productivity:

Knowing that overtime pay is fully tax-free serves as a motivation boost, encouraging
workers to contribute additional hours when needed. This would help address labor
shortages, particularly in essential sectors, by incentivizing employees to take on extra
work.

-> Revenue Neutrality for the Government:

Revenue from taxing overtime is inherently unpredictable, as it varies based on
fluctuating economic and business needs. By not taxing OT, the government avoids
over-reliance on this irregular revenue source, thus promoting more stable and
predictable budget planning.

- Increased Support for the Party in Power:

Introducing a tax-free policy on OT is a clear demonstration of support for workers, which
could strengthen the party’s rapport with the public and enhance its standing among



voters. This policy showcases a commitment to worker welfare, potentially gaining
traction as a worker-friendly initiative.

-> Reduction in Tax Administration Costs:

Exempting OT earnings from taxation also reduces the administrative burden and costs
associated with calculating, monitoring, and collecting tax on these variable earnings.
This efficiency can free up resources for other essential functions.

In a Nut-Shell

Exempting OT earnings from taxation presents a straightforward path to increasing disposable
income and stimulating economic growth while remaining budget-neutral for the government.
This policy aligns with the government’s objective to increase productivity, support workers and
would reflect positively on the administration, both socially and economically.

In May 2024, a comprehensive 22-page analysis was completed for Policy Proposal #4,
outlining detailed strategies for implementing the program. For in-depth review, the
document is available at https://www.wisdomphilanthropy.org/policy-proposals (log-in
required).
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