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THE SUSTAINABILITY 
OF 

INTERNATIONAL BUSINESS SERVICES 
IN BARBADOS 

INTRODUCTION 

Activity in the international business services sector1 has grown rapidly over 

the past fifteen years. However, the contribution of the sector to the 

economy remains a subject of conjecture because of an inadequate database. 

Scattered data is available through public sector agencies like the Central 

Bank of Barbados', the Barbados Industrial Development Corporation' and 

the MiniStry of Finance:' These sources reveal that international business 

services have been successful in generating jobs and foreign exchange and 

have helped to create alternative gro\Vth opportunities for the tourism driven 

economy. Several factors explain this trend, including favourable 

institutional and domestic conditions, but there is concern that changes in 

the international environment could impede long term growth prospects. 

IThis sector is involved in a .... ide range of activIties including those related to offshore banking, captive 
insurance and infonnatics. In addition, the sector cootains international business companies and foreign sales 
corporations v.tUch engage in activities outside of Barbados (See Appendix 1). 

~ Balance a/Payments a/Barbados: 1996, Centr.ll Bank of Barbados. 

lBarbados Investment Development Corporation: 'Statistical Repoll ofEmplo~ment in Manufacturing 
and Services.' 

~ Barbados Estimates. 



This note consolidates and interprets the evidence on the growth of the 

sector. It highlights its contribution to the economy and examines the 

prospects for some areas of activity. 

1. ECONOMIC CONTRIBUTION 

Barbados remains relatively small in the context of locations offering 

international business services. However, the sector makes an important 

contribution to the economy. The growing contribution of this sector can 

be derived partially from the number of licences issued to foreign companies. 

The latest data indicates that the number of foreign companies active in the 

international business sector has more than quadrupled since 1988 (see 

Table I). Growth has been strongest in terms of foreign sales corporations 

and international business companies. However, while exempt insurance 

companies also realized growth over this period, this grouping has stagnated 

since 1993. Offshore banks continue to be a small but growing share of the 

sector. Data for registrations of international business companies in 1997 

support these trends (see Table 2). 

Measuring the contribution of the sector to GDP has proven to be 

problematic because of inadequate information from the fiITI1s involved. 

Overall spending in the domestic economy consists of payroll costs, local 

expenditures and taxes. However, for the purposes of measuring the sector's 

contribution to the GDP local expenditures are not included so as to avoid 
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double counting. According to a 1994 estimate,' local expenditures on 

goods and services constitute about 46% of domestic spending by the sectoL 

By this estimate value added in the sector for 1993 accounted for between 

2% and 2.4%, of nominal GDP. 

In 1995, the Central Bank of Barbados (CBB) surveyed these accounting 

firms to provide estimates for the direct foreign exchange contribution of the 

sector. It is estimated that the sector contributed S144.0m gross and 

S124.2m net to foreign exchange earnings (See Table 3a). Fees collected 

from the sector are shown in Table 3b as infonnation on corporation taxes 

was not readily available.' Using the 1994 methodology value added in the 

sector in 1995 is estimated to be about 25% higher than in 1993. This 

represents a much faster rate of growth than for other major economic 

sectors. 

Data limitations prevent.;t thorough analysis of the source of growth within 

the sector, but according to the CBB, the informatics sector accounted for 

30% of foreign exchange earnings.7 

'''The Financial Economic and Social Impact of the Intemational Business Sector on Barbados", 
Ernst and Young, July 1994. 

6 This statistic for the CBB includes spending unrelated to the international business serVices. On 
the upside, however, is that not all companies responded to the survey. 

7The BIDC estimates foreign exchange earnings for 1994 at $50m. Of this $38.0m is captured in 
GOP, suggesting that the BIDC has better coverage or includes profits in its estimate. 



Employment in the sector is estimated at over 3,000, with the major share 

of jobs coming in the female dominated labour intensive informatics sector 

(See Table 3c). However, following several years of rapid growth, 

employment in informatics declined during 1996. The 1994 study, on the 

basis of two companies in the informatics sector, reveals that 74% of 

spending goes towards wages in the informatics sector compared to 37% for 

all business services. This is broadly in line with BIDC data which suggests 

wage expenditures of 66% for 1996. 

Employment in offshore banks averages three employees per institution, but 

for the rest of the international business services sector employment is 

substantially lower. Canadian captive insurance companies which write non 

Canadian business are required to employ at least six persons in order to 

qualify for tax benefits but similar stipulations are not placed on companies 

writing Canadian business .. Foreign sales corporations generally have little 

local presence and are managed by accounting finns. 

The benefits of the sector extend beyond these statistics to include increased 

tourism earnings, increased private sectOr investment in office buildings. 

improved technical skills in accounting, finance, banking, computers, etc. 
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PROSPECTS 

I) Informatics 

A 1996 World Bank study notes that the growth of the informatics sector 

is driven by demand by North American corporations to outsource 

information processing tasks. In the United States it was estimated that 

computer supported activities are growing at a rate of 14% to 15% per 

annum. A shared language, similar time zones and the relatively low cost 

and adaptability of the labour force to training gives the Caribbean a 

competitive edge. However, Caribbean countries face competition from 

outside the region (See Appendices 2a, 2b). The World Bank estimated that 

20,000 to 30,000 potential jobs in areas such as claims processing, airline 

ticketing. transcribing records etc. are available to the region. However, new 

technologies are displacing low value added jobs and the trend will be for 

high value added services in the future. 

Barbados has concentrated on the data entry aspect of the informatics 

sector, complementing this activity ,,1th claims processing, pre-press 

printing, software development etc. However, as indicated earlier, 

employment in the infomlatics sector has gone into decline loc'ally. This is 

a source of concern because this sector has the greatest potential for creating 

new jobs while simultaneously providing the foreign exchange to finance 

private consumption. Technological changes have seen the closure of 

Donnelly and slowed the expansion of CDS. In addition, Canadian fInns 



engaged in claims processing have been affected by the Ontario 

government's efforts to prevent the exportation of jobs. 

These developments underscore the need for expanding the range of 

activities in the informatics subs ector. This will help to protect the economy 

against technological obsolescence etc. while creating opportunities for the 

multiple skills which are available in the labour market. The BlOC is 

targetting companies involved in prepackaged software, computer processing 

and data preparation and processing services and information retrieval 

services. Between 1988 and 1993 these subsectors demonstrated strong 

employment and earnings growth in the United States and therefore 

represent ideal candidates for outsourcing. 

Recep.t incursions into software development represent an important move 

in this direction. If successful in this area, Barbados could benefit from this 

high value added activity. a crucial concern since according to the World 

Bank' Barbados' wage rates for low skill workers are the highest within the 

region (See Table 4). This suggests that Barbados is at risk of losing existing 

and potential business to regional competitors if it.is unable_to maintain 

competitiveness.9 With changing technologies, telecommunications costs 

11 Prospects for Infonnation Service Exports from the English-Speaking Caribbean', by Robert Schware 
and Susan Hume. World Bank, March 1996. 

9 The incentive framework is often important in corporate decision making. A comparative analysis 
appears in Appendix 1 of Schware and Hume, cited above. 
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are a pivotal factor in assessing competitiveness. Barbados seems to be 

broadly competitive in this area with other competing destinations within 

Caricom (Appendix 4). However, since these locations have a relationship 

with Cable and Wrreless, a fuller assessment requires information from non 

Cable and Wireless carriers outside of this area. 

At this stage the island suffers from insufficient technical skills to take 

fullest advantage of the opportunity provided in the area of software 

development (Appendix 3) but it receives spinoff benefits from the presence 

of high paid expatriate staff. Efforts to enhance the programming skills of 

Barbadian nationals will enhance prospects in this area. 

2) Offshore Financial Services 

Barbados has achieved success in offshore financial services by creating a low 

tax jurisdiction and by negotiating a network of tax treaties and tax 

information exchange agreements. However, changes in the institutional 

framework abroad have tended to dampen growth in some spheres of 

activity. 

Barbados is the fifth largest captive domicile and has had to adjust to 

changes in US and Canadian legislation. Prospects for growth need· to be 

assessed in tenus of increasing the number of institutions offering existing 



products, benefits accruing from increased activity by existing finns and the 

expansion of new products. 

In a recent study Hammer and Brewer note that, despite the loss of the US 

tax advantage, Barbados still receives a steady stream of captive insurance 

companies. Revisions to the Exempt Insurance Act have been inuoduced to 

safeguard the Canadian mar~t and the authors continue to see encouraging 

prospects for this sector but, in the absence of an upsurge in finns, there 

does not seem to be any significant. potential for gains since this sector pays 

no taxes. Foreign sales corporations a1so appear to have limited prospects 

for the future. Essentially brass plaque in nature. Hammer and Brewer do 

not envisage any major increased demand. 

The thrust of offshore financial services is therefore in the area of new 

products. The recently introduced proviSion for society with restricted 

liability has started slowly and according to Hammer and Brewer is likely to 

attract a narrow niche market. These authors see a potentially larger market 

for international thrusts and international mutual funds which can take 

advantage of taxation treaties to which Barbados is pany. Both spheres of 

activity are fraught with regulatory risks but must be pursued to take 

advantage of existing legal and accounting skills. 
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Barbados' advantage in this area seems to have been its network of treaties. 

To open up new markets, this treaty network will need to be enhanced. 

Once the enabling framework is in place, the private sector, espeCially 

accounting firms with their international network, will have the onus of 

attracting new business. The public sector's role should be to work with the 

private sector to ensure that the economy is able to take advantage of new 

opportunities. 

June 4,1997 



TOTAL OFFSHORE COMPANIES LICENCED 
AS AT END OF 1993 - 1997 

• kAt May 14.1997 
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NUMBER OF OFFSHORE COMPANIES LICENCED 
DURING 1993-1997 

*AsatMay 14.1997 
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TABLE 4 

Inlormatlon Processing Sorvlces 
Main Compollllon: Oala on salocled counlrlo$(199S) 

Counlry 

Comparatlvo Woge Rale.(US$ per hour) 
HrurrlyWage HouflyWag. HourlyWage 
Oala Enlry Operalor Secrelary Voice Operalor 

Sizo 

Number 01 comp<!nies NumlJ.ur Emptoyed 

Barbados 2.00_2.90 4.70_5.65 " 2300 

Chin. 0.80_1.50 
1.75 1.1 Dominica 1.1o_1.60 

Dominican Ropub~c 0.95_1.22 
2.4 iDS Grnn.d. 1.2S_2.10 

,,, 
India 0.60_1.50 

6.0o_9.00 Ireland 5.5o_11.50 
Jamaica 1.10_3.00 1.75 1.1 " 

,~ 

Mo';co 1.25_2.00 
Philippines 0.10_0.80 

225 1.8 SI. KillS and Nevi. . .• ." 
SI. Lucia 1.10_1.70 2.10_2.50 U '" SI. Vlf\Coni & Grenadino 1.10_1.GO 2.15 .. , 

230 
T~nldad& Tobago .. , 

8.50_10.00 Unil"" Siaies 1.00_9.00 8.00_12.00 

Porcenlage in Dala·Enlry 

.. 
.. .. ,. 

Scvrce; Pro.poclS lor Inlormal10n SONice Exports Irom Ihe Engllsh.Speaklng Caribboan. by RoMrI Schwaro and Susan Hume. World Ban~. March 1996. 



Off.Shore Banko: Value A<!ded 
,.DUO"" .... , 

.--.---.-~~ 

Foreign E><Cllange Earning'; Source. 
(10< ............. , 

. -------------------- -----------

£MPl.O~£NT: WormaUc;s .. Sum 01 O"·.hore Sank. afNI Worm.olicl 

.- r---'~---"-~·='·=~=·=·"'-----==; 

.-:=:'=]:;~:;~'"-;;;--' ,n, 'n' ".s 
___ ....... __ .. 1 ........... -f ... 1 

fiNANCIAL S£RVICES (Value Added) . Source. 
.......... '111 

-------.. -
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Appendix 

Informatics & International Financial & Business Services 

Activities Definition 

1) Informatics: The informatic services utilize information processing, manipulation, 
or presentation of data as the core activity in creating value added _ 
Activities include: 

· key data entry for magazine subscriptions, coupons, etc; 

· manuscript conversion from paper or voice to electronic files; 

· corrections and repair of "exceptions" in highly automated 
systems such as airline ticker revenue accounting; 

· information entry and judgement for health care claims 
processing; 

· conversion of data bases from old file formats to newer, 
easier to use systems; 

· providing voice oriented and computer-supported call center 
operations for technical "help desk" or customer services; 

· TeleTTUJrketing, both inbound and outbound, for efficient 
sales and order entry processes; 

· processing and analysis of market research data; 

· computer-aided design(CAD) services for engineering 
operations; 

· geographic information services(GIS) for mapping; 

· document storage and management; 

· software program conversion for changes in large computer 
platforms; and 

· software development for a wide range of applicanons, some 
in support of the local informatics industry, and others for 
use by unrelated customers. 

Source: "ProspecIs for the lnfonnarion Services Exports from the 
English-speaking Caribbean" By Robert Schware and Susan Hume, 
World Bank, March 1996. 
Note: Barbados is involved in most of the above(see italics). Type-
setting, pre-press printing, market surveys and archiving also 
done 



Informatics & International Financial & Business Services Infonnatics& International Financial & Business Services 

International · general trading of goods (e.g. oil); Foreign Sales principally engaged in foreign trade transactions 
Business · securities and commodities trading; Corporations(FSCs) 
Companies(IBCs) · financing; 

· developing. licensing and marketing of software products 

· publishing; 

· infonnationldata processing 

· fmancing and sale of equipment 

· licensing and sale of intellectual property rights 

· processing insurance claims 

· investment holding 

· acquisition and refining of primary metal products 

· container leasing 

· manufacturing of electronics 

· provision of technical services 
Source: "The fmandal, Economic and Social Impact of the 
Internatial Business Sector on Barbados" A study prepared for: The 
Government of Barbados. July 1994. 

Exempt Insurances · provision of management services in Barbados 
Companies and 
Management 
Companies 

Offshore Banks offshore banking 
l)receiving foreign funds through 

· the acceptance of foreign money deposits payable upon 
demand or after a flxed period of notice. 

· the sale or placemem of foreign bonds, cenificates, notes, etc 

· any other similar activity involving foreign money or foreign 
securities 

2)either in whole or in part using foreign funds so acquired for 

· loans, advances and investments 
3) acceptance in trust of 

· amounts of money in foreign currencies or in foreign 
securities 

· foreign personal or moveable properties or real or inunovable 
property outside of Barbados 

4)any other activity which the Central Bank may by regulation 
declared to be an activity related, incidental or ancillary to the 
above. 
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~~~~ 
PROSPECTS FOR INFORMA TlON SERVICE EXPORTS FROM THE ENGLlSH,SPEAKING CARIBBEAN 

Box 2,2, Ireland: Key factors in attracting export jobs· 

Cigna, an American company offering corporate health care plans, has set up a back 
office in Laughrea, an Irish vill<lge {lD,500 inhabitants. The o&"ice pnwides jllbs for more than 80 
local people, mostly women, and handles about 20 pecent of Cigna's business by formatting 
and keying in ab{lut 5,000 forms a day. The center processes paperwork from patients, doctors, 
and corporate clients in the United States. Re::ults are transmitted back on leased lines on a 
transatlantic cable to Cigna headquarters in Delawa!e, United States, in time for the start of the 
working day. U.s, paperwork is currently flown to Shannon airport. but in the future this could 
be transferred as images. 

Tecllllo!ogy illv('$/I!lt'lfl 

CVIIII.'xl 

Long,distance, and l()\\",cClst telecommunications b.'.sed on fibel'optic trunks. 
Office automation based 011 PC networks. 

High national unemployment ilnd limited k'cal employment llpportunities. 
High mig-riltion t{l cities fnlm the cCluntryside. 
Scarcity of jClbs in llther countries (United Kingdom. United Stiltes) and dificulties 

of emigration. 

Kry faclor!' ,('/ticll cmlllit'd l/ti~ arnmgnllClfI 

• Educ.,tiollal surplus with .H'.1il.lble office skills. 
• Skilll'd pe{lple willing to ilccept relath·ely lllwcr \\'a~es (a\·cril~e ::tMtmg annual sal, 

ary is USSll.OOO) rather than mll\·e III the city Clr remain unemployed. 
High-speed, 100\'-cost Cr>mmunications 
Openness and encoufil£ement fnlm gll\·emment tll overseas empk1yers .1nd aid for 

set-up. 
A\'aililbility (If .1 nlciltiollill SChOll I capable llf PJtl\'idin~ Ctlurse:: in offICe \\·llrk and 

computing. 
Language cap.,bilities. 

5ulIt((': S Furge, Tfr(' Cl1l1,:nlu("1rfr~ ,~rClIrn·!l1 Ti·/r((l1III1l!flU(lIlr"II; Jinrd"/ol" Iht" C')IIlI'("I1IIiT!H·~" ill 
Dn,!drIJlill$ C(llllllric~. \Vllrld 8Mlk. Telecommunications .Hld InhHln.ltLcs Dil"lsillil. I'J'J) 
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AppendiX 2(b) 

2 Global Mnrktt lor tll~ llIjanTUJtics Industry 

ongoing activities, Many have existing offshore relationships in China. India. Ireland. the 
Philippines, and Sri Lanka; a few e\'en ~a\'e Caribbean experience (primarily contracting with 
Jamaican firms). 

Box 2.1. Indian firms start at bottom and move up value-chain 

India's software industry exports started to grow in the late 1980s when it offered low 
CllSt data l!ntry sen' ices and un-site pnlgramming services to firms in industrialized countries. 
The total \'alue lit' suitware exports now exceeds USS300 million. About 150 of the 600 Indian 
software cumpanies OlW/ operate on global contracts onl:l mainly with the United States and 
Europe. Thc Natiunal Assllciation ufSo(tware and Sen"ice Companies (NASSCOM) and the Elec­
trunics and Cumputer Suftware Exp~lrt Pmml'ti~ln Council ha\'e been important agents in oler­
ing ad\'ice on industrial poliCies and acting as gateways to international markets and services. 

At least three firms used dat.l entry sen"ices as an inroad into international software 
prllductitm. Each has di\'l~rsHied its sen'ices and applications, and, O\'er time, acquied higher 
tedlllical and mal\ilgerinl skills essential fllr working internationally in the latest pogramming 
tcchlW[llgr lubject-oriented de\'e[opment for pes and client server systems), 

The sl,ftwatc c>,pl1rts dil'isi\l!\ of Datamntics, based in Bombay was set up in 1975 to 
pcu\'idl.! rdiilblc, uutsllurc~d data entrr sen' ices, It now has .,l00 software profeSSionals working 
in .Ipplicatiulls in banking, telecommunications, transportation, and government. It specializes 
III ~cttlll~ up dcliil:ated llttslHlre de\'c[upment centers for large corporations such as AT&T, 
Slng.tporc Airlincs. and the Ituchu Corporatiun.Aware of the fact that market pressures are linked 
tll custllmcrs, Datilln<ltics h,lS established 6.,l kbps linkages between Bombay and Singapoe and 
Ullmbar and PI.1Illl. Te.'I;as. It hilS illsll intmduced internal quality control procedures designed to 
Ille~t internatiunili st.tndal\ls. The company's migration up the value-added chain has paral": 
Id..:d its dcmunSlr.lble .\..:hic\·cmcllts and it has gained the confidence of uverse"s customers. 

Decisillll SUpP{lrt interniltillnal in New Delhi \Vas fllunded in 1988 and has gDwn from 
USS60,OUO TC\'CIUIl'S ill i'Jtili t~l USS6UO,000 in IY9·t Its50softwae prufessionals work on compi!­
in!; mailing lists dnlt t.:xt d,1tabdses, pn.ldudng CD-ROMs, and directory publishing and scan­
nlll).; S~f\·l":~S. Am'thcr l:m PnllCssiunals are engaged ill data entry and conversion services fvm 
Il.Ird':llpy, mi..:n,fillll.lIld lI1i':l\.lfkl~c, and clcrkal sen'ices. 

Inflltech Enterprises of Hyderdbad W.1S f{lunded in 1992 and pz.wides software and sup­
pllrl SCT\·i.:l's in the iiclds llf CAD and CIS tu ,I range of Fortune 500 companie$. Inf~ltech hilS 
~h.'\·c1llpcd :;uIIWMl' p,I.:],a);;cs iur drawing illfllrmation manilgemellt, raster graphiCS editing and 
p.lr,lllIl·tn..: lnt,dl·lln);;. 

Customer requirements 

Cumpanies typically evaluate numerous economic and political factors in considering 
out:;ourcing ;H.:ti\·itic:; (lff-:;hore. The Simplest measurement used in determining outsourc:ing 
<lltcrn,Hivcs b compc1t,lti\'c 1.1om rates. Within the United States, low level data entry lobs 
h,\\'c I,lom rates .\~ luI\' .1S USS7 to U5SY per hour. By comparison Caribbean labor rates can be 
,1;; low <1:-. USS1.IO tu USSIAO pcr hour. This 1.lour rate is higher than the Caribbean minimum 
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SUBSECTOR OVERVIEW 
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Prepackaged Software (SIC 7372). This sub,ector classification covm; establishments 
primarily engaged in the design. development. and production of prepaci:aged computet 
software. Important products iaclude operating, utility, and application programs. 
Establishments of this industry may also engage in scrvi~ such as prepantiono{software 
docum~tation. ~on of software., and training u.ser3 in the use of software. 

The target is divided into nUIflerotJ$ subgroups.. A representative list includes: 

t. Accounting Software 

2. Banking Software 

3. Communications Systems Softw~ 

4. Educational and Training Software 

5. Financial Ana1~islManagemeDt Software 

6. Govenunent Software 

7. Health Services Software 

8. Manufacruring Software Services 

9. Office AUiomation Software 

10. Techn.iaVScientific Software 

11. Utility SyslemS Software 

Details to these representative subgroups follow. 
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