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Offshore Barbados:  
a critical analysis 

1. INTRODUCTION 

Barbados’ standing as one of the most advanced economies 
in the Caribbean has been cemented, to a large extent, by 
ongoing efforts to attract and retain a vibrant international 
business sector.1 This broad sector encompasses a range of 
businesses including call centers, medical transcription, 
manufacturing, offshore banking, trusts, mutual funds, ex-
empt insurance, exempt insurance management, and inter-
national shipping companies. The intention to develop Bar-
bados as a competitive offshore centre has catalyzed the 
creation of myriad infrastructural systems and institutional 
arrangements designed to facilitate the sector’s growth.  

However, due in large measure to data availability  

 
1 For example, Barbados had the highest UN Human Development In-

dex (HDI) ranking among its Caribbean counterparts in 2009. 
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TABLE D.2. POTENTIAL SCALE REDUCTOR 

Parameter Statistic 

φ 1 1.00118
φ 2 1.00015
ρq 1.00036
γ1 1.00338
φ 4 1.00097
φ 0 1.00277
φ 3 1.00169

y   1.00211
r   1.00210
q  1.00099

σ
π 1.00109
σ

E(π) 1.00465
b 

 1.00003
q  1.00160

y   1.00422
b  1.00003 
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1990s illustrates the large quarterly declines that occurred 
within the year but are masked by the averaging that occurs in 
the official annual growth. For both countries, the trough of 
the recession in the early 1990s was significantly deeper than 
the reported annual decline (–8% for the Bahamas and –18% 
for Cuba). In addition, the figure shows the similarity in the 
sharp and rapid downturn experienced by both countries in 
the wake of the 2007/08 global financial crisis.  

Figure 5 shows the DFM forecast for the Bahamas, includ-
ing 95% bands against the annual data. The shaded area 
represents forecasting of quarterly GDP in 2009-11. The bot-
tom panel shows the log of tourist arrivals to the Bahamas (by 
air) which dropped off considerably in 2009, and is an impor-
tant driver of the quarterly nowcast of GDP. The model sug-
gests that at the trough, quarterly GDP declines exceeded 5% 
in early 2009, and at present, output has recovered mildly, to 
approximately one percent annualized growth. Similarly, fig-
ure 6 shows the DFM forecast for Cuba, with 95% bands also 
shown and graphed against the annual data. For Cuba, the 
bottom panel shows imports from the world, which is tradi-
tionally a key indicator of activity due in part to hard currency 
financing constraints, and which dropped off considerably in  
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