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28 September 2026
Subject: Tax reform must be accompanied by urgent action to strengthen Guernsey’s economy
Dear Deputy,
Ahead of the forthcoming States debate on tax reform, the Guernsey Retail Group is asking Members to consider not only how additional public revenue might be raised, but also how the final package could affect the strength of Guernsey’s local economy.
We recognise the scale of the island’s fiscal challenge and the importance of funding essential public services sustainably.  However, a durable solution cannot be achieved through taxation and expenditure restraint alone.  It must also include a clear and urgent programme to encourage growth, strengthen business confidence, retain more consumer expenditure within Guernsey, and expand the economic base on which future tax revenues will depend.
Our earlier response to the tax proposals
Earlier this year, the GRG prepared and circulated a detailed response to the government’s tax reform proposals.
That submission was deliberately designed not simply to oppose change.  It acknowledged the financial challenge, examined the pressures facing local businesses, and offered constructive proposals for supporting, strengthening, and growing the local consumer economy.
We would respectfully ask Members to revisit that document ahead of the debate, as it provides greater detail on the concerns and proposals summarised in this email (https://guernseyretailgroup.gg/wp-content/uploads/2026/07/Guernsey-Retail-Group-Response-to-PR-Proposal-for-Tax-Reform-June-2026.pdf) 
What Guernsey businesses told us
The GRG has recently undertaken another survey of local retail retailers.  We received 65 responses from businesses of varying sizes and operating across all categories of retail.
The findings demonstrate the breadth and strength of concern about the possible introduction of GST:
1. 67.7% said they would be highly concerned about the future viability of their business;
1. 27.7% said they would be moderately concerned that GST might negatively affect their business, and
Overall, 62 of the 65 businesses surveyed, or 95.4%, expressed either moderate or high concern. 
Importantly, the survey indicates that concerns about GST extend across established and currently viable businesses, regardless of their present trading performance.
Possible effects on businesses
When asked what their concerns about GST might mean for their business, 58.5% of those surveyed, identified possible closure or downsizing.  Other respondents referred to possible price increases, reduced margins, additional administration, lower expenditure, postponed growth, and less capacity to recruit or reward staff.
We do not present these responses as a forecast of confirmed closures or job losses; nor do we suggest that GST would necessarily be the sole cause of any future business decision.
Businesses are already managing many challenges including rising employment and operating costs, freight and supply-chain pressures, recruitment difficulties, uncertain consumer demand, commercial occupancy costs, regulatory requirements, and strong competition from off-island and online businesses.  The importance of the findings is that many businesses see GST as yet another significant challenge or headwind within an already demanding operating environment.
The potential effect also extends beyond the headline rate of GST.  Respondents raised concerns about changes to accounting and point-of-sale systems, staff training, bookkeeping, professional fees, continuing administration, pressure to increase prices or accept lower margins, and the diversion of resources away from employment, investment, and growth. 
The scale of the expected compliance cost varied considerably.  Some businesses anticipated relatively limited systems costs, particularly where compatible systems were already in place.  Others anticipated expenditure running into several thousand pounds, five-figure costs, or significant continuing administration.  As respondents calculated these estimates on different bases, we do not believe it would be appropriate to publish a single average figure.
For a larger organisation with specialist finance, IT, and administrative resources, implementation may be manageable.  For a smaller independent business, the same requirement may fall directly on an owner who is already responsible for purchasing, staffing, sales, marketing, customer service, and administration.
To protect respondents, the GRG will not release individual submissions, identifiable comments, or commercially sensitive information.
Mitigation is not the same as growth
The government’s own proposals recognise that retail and other consumer-facing sectors are vulnerable to cumulative taxation and cost pressures, and that reforms must be carefully sequenced.  We welcome that recognition.
There are constructive elements within the current package, including implementation support and temporary protection from further increases in Tax on Real Property for certain sectors.  However, these measures are principally designed to mitigate the immediate effects of reform.
They do not, by themselves, encourage businesses to expand, recruit, invest, modernise, improve productivity, or enhance their customer offer.  Limiting potential harm is not the same as creating the conditions for economic growth.
Sequencing should therefore not mean introducing taxation first and considering measures to strengthen the economy afterwards.  It should mean putting the conditions for resilience and growth in place well before additional burdens take effect.
Creating a more level competitive environment
Local businesses employ local people, occupy and maintain premises, pay local payroll costs, support local suppliers, absorb freight and warehousing costs, operate within Guernsey’s regulatory framework, and contribute to the vitality of the island’s commercial areas.
Off-island sellers can transact with Guernsey consumers without necessarily making the same place-based contribution to employment, premises, local supply chains, or community life.
Local businesses cannot always respond to higher costs simply by increasing their prices.  Consumers can compare prices easily with off-island alternatives, meaning businesses may face a choice between passing costs to customers and risking lost sales, or absorbing those costs through reduced margins and having less capacity to invest, recruit, and grow.
Tax reform must therefore consider economic leakage.  Additional household spending power will not automatically strengthen Guernsey’s economy if a growing proportion of consumer expenditure immediately leaves the island.
The wider importance of the consumer economy
This issue extends well beyond retail.  Guernsey’s consumer economy includes hospitality, leisure, tourism, personal services, transport, commercial property, and a wide network of local suppliers.
These businesses provide employment, generate household income, occupy commercial premises, support other local enterprises, and contribute to the attractiveness of Guernsey as a place in which to live, work, visit, and invest.
A decline in this interconnected ecosystem would have consequences far beyond the businesses directly affected.  It could reduce employment and consumer choice, weaken commercial occupancy, discourage investment, and fundamentally alter the appearance and everyday life of St Peter Port Town Centre, The Bridge, and other commercial centres.
These areas should not be viewed simply as collections of private businesses.  They are important economic and community assets.  Once a strong and diverse local business community has been lost, it is considerably more difficult and costly to rebuild.
Learning from the experience of UK town centres
Across the UK, there is growing political recognition that successful town centres cannot be taken for granted.  In January 2026, the UK Government announced £150 million of support intended to assist independent businesses, improve neglected shopfronts, bring empty units back into use, and restore community pride, as the first stage of a wider High Streets Strategy.
Guernsey does not need to copy the UK model, but it should learn from the wider experience.  The central lesson is that waiting for decline to become established makes regeneration more difficult and costly.  Guernsey still has an opportunity to act early, but it must take seriously the indicators already visible within the island.
Our own research has identified concerns about retail variety, accessibility, parking, physical appearance, and the overall experience of the island’s commercial centres.  The latest business survey adds evidence of concerns about future viability, investment, employment, and the cumulative effect of rising costs and additional obligations.  Together, these findings should be treated as early warning indicators requiring prompt and coordinated action.
A constructive package for growth
The GRG’s earlier submission did not advance one isolated proposal.  It set out a broader programme intended to strengthen Guernsey’s economy and improve its long-term resilience.
One element was the proposed Local Economic Contribution Rebate Scheme.  This would use transparent and objective criteria to recognise businesses that create measurable value within Guernsey through local employment, payroll, commercial premises, capital investment, apprenticeships, training, and workforce development.
The mechanism would be separate from GST and would not favour a business simply because it was locally owned.  Its purpose would be to recognise and encourage economic activity that produces an ongoing benefit for the island.
Our wider recommendations included:
1. Treating economic growth as a central part of fiscal sustainability, alongside revenue raising and expenditure control.
1. Undertaking a cumulative impact assessment covering the effects of the complete reform package on businesses, consumer prices, employment, investment, demand, and competitiveness.
1. Ensuring genuine parity between local and imported consumption, supported by effective and consistent treatment of significant off-island sellers.
1. Providing incentives for local business investment, including productivity improvements, digitisation, premises, energy efficiency, training, and logistics.
1. Treating St Peter Port, The Bridge, and other commercial areas as economic infrastructure, supported by coordinated improvements to access, parking, appearance, public spaces, and place-making.
1. Introducing clear economic safeguards before considering further taxation of retail, including evidence of sector stability, business viability, consumer confidence, and improved competitiveness.
1. Maintaining structured engagement with business representatives, so that policy can be informed by current evidence and practical experience.
Action is needed before taxation
The GRG is asking for these growth measures to be developed and introduced at the earliest opportunity, well ahead of any planned changes to taxation.
Businesses make decisions about recruitment, investment, premises, succession, and their long-term future over considerable periods.  A promise that government may respond after the effect of tax reform has become visible will not provide businesses with the confidence required to make those commitments today.
We therefore ask Members to assess the package against four fundamental questions:
1. Will it raise the required revenue reliably and proportionately?
1. What will be its cumulative effect on prices, demand, employment, investment, and business viability?
1. Will it ensure fair and effective treatment between locally rooted businesses and off-island sellers?
1. What measures will actively grow the economy and future tax base, rather than simply mitigating immediate harm?
Guernsey cannot secure long-term fiscal sustainability through taxation alone.  A stronger economy, increased productivity, greater private-sector investment, and the retention of more expenditure within the island must all form part of the solution.
Taxation can raise revenue from the economy Guernsey has today.  Growth is what will strengthen the economy and tax base Guernsey will depend upon tomorrow, while helping to preserve a vibrant and diverse business sector that meets the needs of residents and visitors.
Signed: The Directors of the Guernsey Retail Group
ENDS
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