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ABSTRACT:

From 1998 Offshore Finance Centres (OFCs) faced complex, overlapping initigtives from the
OECD, IMF, FATF and EU. This paper contends that OFCs faced unprecedented Rapid Complex
Constant Change (RC?) which had significant impacts on their host governments. The ‘four spaces
concept — regulatory, fiscal, secrecy and political space — is used to andyse RC®. Two aspects are
examined: firgt, theimpact of RC* on host governments; and, second, the degree of the hosts
control over theindustry. A Jersey case study illustrates the contrast between officid narratives of
proactive government and dternative narratives of the OFC being driven by the internationd banks.

Fndly, lessons are suggested for host governments.
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INTRODUCTION.

Tax havens and offshore finance centres (OFCs) emerged in the early twentieth century® initidly in
the Caribbean and in Europe, and at present 70 tax havens (mostly in smal idands) manage an
estimated US $12 trillion (Tax Justice Network, 2005). Other estimates suggest that over a quarter
of the world’'s money supply is now held offshore and possibly over one haf of the gross vaue of
world trade may be transacted through offshore centres. Although tax havens have existed snce the

1920s, and OFCs since the 1960s%, since around 1998 they have been faced by what could appear



to be an overwhdming tide of complex and wide-ranging initiaives from multi-laterd organisations
including the OECD, the IMF, the G7’ s Financid Action Task Force (FATF) and Financid Stability
Forum, and the European Union (EU). In addition, nationa governmentsincluding the US and UK
have dso launched initiatives against OFCs and commissioned enquiries and officid reports. These
various initiatives, whilst focused on particular agpects such as harmful tax competition (the OECD)
or money-laundering (the FATF), are multi-layered and have some overlapping concerns.

The central argument of this paper isthat for the first timein ther higtory tax haven hosts are
now facing what could be caled RC® (Rapid Complex Constant Change). This paper argues that the
RC? facing the OFCs has had a significant impact on the hosts including uncertainty and
(questionable) decisons made under pressure. This gives the context for both offshore in generd,
and for specific OFCs such as the British Channd Idand of Jersey.?

The sequence of internationd initiatives from around 1998 is unprecedented in the history of
offshore finance, and overal, it appears that many OFC host governments were caught somewhat
off-baance by this rapid sequence of externd initiatives. This may be due to two aspects. firg, the
impact of RC? itsdf has been significant with associated resource issues and cogts to the host
governments. Second, it appears that many OFC host governments may have succumbed to
believing their own ‘spin’, thet is, their officid line over how much they contral their part of this vast
globd industry. For example, in the officid narrative of the Jersey OFC, the story goesthat the
idand’s government - the States of Jersey -showed gresat foresght and leadership and actively
created the OFC from the early 1960s.* In fact, Hampton (1996a) demonsirates a rather different
sory where the emerging offshore centre was driven by internationa financia capita, merchant
banks, who set up in the idand to service certain wedthy customers. In fact, it gppears that the

States of Jersey belatedly woke up to the existence and scope of the tax haven 15 years later in the



mid 1970s. This may be associated with the ‘ capture of the state’ argument developed by
Chrigtensen and Hampton (1999) that contend that the idand’ s largest industry not only dominates
theidand’ s economy but also has effectively ‘ captured’ the locd dtate so that the interests of financia
sector tend to dominate the locd politica economy.

Further, this dl takes place within the specific historical context of the late 1990s and early
twenty-firg century of increasing liberdisation and the globdisation of financid services and markets.
Palan (2003) and Sikka (2003b) go further, arguing that offshore finance isin fact acrucid part of
the globdlisation process as capitd restructures itself. It can be argued, following Lenin (1965);
Hilferding (1981); and Fine (1984) that financid capitd is now the most advanced form of modern
capitdiam in the early twenty-firg century being highly liquid (compared to manufacturing capitd);
fast moving; highly mobile and having extengive palitica influence (Coakley and Harris, 1983,
Harvey, 1989; Roberts, 1999; Sikka, 2003b).

Y et increasing cracks in the monolith have gppeared recently with huge corporate scandas
such as Enron, Globa Crossing, Parmalat, issues of corporate governance and questions about the
power of transnationa, service-based firms particularly the ‘Big Four’ firms of internationd
accountants: PWC, Deloites, KPMG and Ernst & Y oung (Sikka and Hampton, 2005).

In addition, the globa economy has experienced periodic ingability in financid markets with
the most recent being the Asian currency problemsin 1997-8, but dso is seeing smdler, more
locdised regiond crises which, given the leve of integration of financid markets, have the potentid to
cause large-scde ingability.

In the wider geo-political context, the present period appears to be atime of increased
ingability in the post 9/11 world of increased internationa terrorism and heightened political

ingability. Given the collgpse of the former USSR, the remaining superpower, the US, seemsto be



entering a new phase with new imperid designs and increased direct intervention in the Middle East.
Further, thisis associated with struggling (falling?) supra-nationd bodies (exemplified by the UN over
Irag in 2003, or the collgpse of WTO Cancun round) and some eementsin the present US
government having an interest in a politicaly weskened, and thus less competitive, EU. Thus, it can
be argued that this ‘ new world disorder’ all forms the backdrop to understanding theimpact of RC?

on thetax havens.

THE FOUR SPACES AND OFFSHORE FINANCE.

The composition of the waves of rapid complex congtant changes (RC?) affecting OFCs can be
examined more closely by using the notion of the ‘four spaces first devel oped by Hampton (1996b).
It can be argued that the emergence of offshore finance can be moddled in terms of internationd
financid capitd (the banks and other financid inditutions) having the ‘ space’ to operate. This can be
conceptudised as four spaces. regulatory space; fiscal space; secrecy space and political space.
Although conceptualy separated, these overlap and have complementary attractions.”

Thefirst space, regulatory space, is seen where financid ingtitutions moving offshore were
able to use the regulatory space that had opened up between bank regulation in the small jurisdiction
and that in the large ‘onshore’ economies. This was a function of the politica space enjoyed by most
OFCswhich are effectively independent politicd jurisdictionsin dl but name, but loosay connected
to the British Crown through historicd ties whether as Crown Dependencies or Overseas Territories.
Overdl, OFCs regulatory space was clearly attractive to financid capita. Most OFCs do not
impose reserve requirements, there are relaxed capital adequacy demands, an ease of entry for
newcomers, and in genera, minimal banking legidation until the 1990s°® However, as offshore

finance grew, mgor financid inditutions sought to reduce the exposure of their OFC activitiesto



internationa scrutiny especidly by the EU, the OECD and the Bank for Internationa Settlements by
encouraging the loca host governments to adopt regulation encompassing al sectors of the OFC,
following internationd best practice. Since the early 1990s a fundamentd tension for OFC hogts has
exiged over regulation: too little and the OFC may suffer financid fallure and scandd and thus
reputational damage, whereas too much regulation - as perceived - and asking too many questions of
potentia customers might drive away the very business that OFCs seek to attract.

The second space, fiscal gpace, is built around the tax haven activitiesin OFCs. In addition
to the generdly low or no tax environment, the key development wasthat of alowing offshore
companies to be created that were exempt from norma corporate profit tax, thet is, generdly ring-
fenced from the rest of the host’s domestic economy and only ligble for anomind annud fee
(offshore exempt company) or minima rate of under two per cent profit tax rate (Internationa
Business Company).” Thus internationd financial capital could take advantage of the fisca space
created by these jurisdictions’ low tax regimes. In asmilar way, wedthy individuads were dso drawvn
by this to either move physicdly to such places, or at least place their funds there.,

The third space, secrecy for offshore business, has two aspects. the traditiond Anglo-Saxon
banking practise of customer confidentidity; and the legd separation of most OFCs from the large,
onshore economies. Even where OFCs do not have literal bank secrecy backed by crimind law,
bank confidentidity resultsin effective secrecy. This can be tightened further by the setting up of
offshore companies often in conjunction with an offshore trust. The use of nominees and complex
layers of offshore companies (sometimesin different OFCs) can mask the rea owners of assats.

The separate legd jurisdiction from the large, onshore economies aso augments the effective
secrecy of OFCs. Foreign judicid or revenue authorities attempts to obtain information about bank

details undergo prolonged, complex and often very dow processes that often result in the



investigation of an emptied account as the money has flown e sawhere. The only exceptions are
changes since the mid 1980s that dlow internationa cooperation over suspected money laundering,
drug trafficking and internationa terrorism. However, Snce the large-scale terrorist attacks on the
USin September 2001, significant changes have been made to internationd anti- money laundering
efforts and cooperation which the paper will examine later.

The fourth space, politica space, is based upon the relative palitical autonomy of the
offshore jurisdictions. For some OFCs such as The Bahamas or Mauritius, their political freedom
sems from a pogition of being independent nation states under internationd law. However, most of
the largest functiona OFCs are not independent but are in some form of relationship with alarger
country being dependencies (the British Channd Idands) or oversess territories (Cayman Idands,
Netherlands Antilles). This rdationship is key to the concept of palitical space. Regarding the UK, its
dependencies and territories are responsible for their own domestic legidation, and the UK is
responsible for thar internationd affairs and defence.® Thusthe small jurisdictions have sufficient locdl
politica autonomy to enact their own fiscal and regulatory legidation and many have set up astax
havens. Therefore, this notion of the four spaces gives an organising framework within to view the

sequence of RC? presently facing offshore centres.

Regulatory Space.

Following the dramétic events of the East ASan financid criss of 1997 the G7 Financid Stability
Forum (FSF) formed a Working Group to examine the role of OFCs within the globd financid
system. The Working Group’s report (FSF, 2000a) noted the role of some OFCsin financid crises.
The second report (FSF 2000b) published aranking of world OFCs by their regulation into Groups

| to Il (best to least well-regulated). This was the firgt time that any internationd body had attempted



such a public exercise. Previoudy, dthough there were unofficid rankings within the offshore industry
of the ‘better’ and ‘less savoury’ centres, this was unattributable and informal. Further, athough
some OFCs were seen as being top rank by consensus, inthe lower reaches, the choice of ‘ dodgy’
OFCs became highly subjective amongst professionas perhaps reflecting their investment choices,
recommendations to their cusomers, and their own geographica origins.

The results of the 2000 FSF ligtings were fascinating and caused a furore amongst many
OFCs (Williams, Suss and Mendis, 2005). The UK Crown Dependencies (Guernsey, Jersey, Ide of
Man) werein Group |. The rest of this group comprised Regiona/Globa Financia Centres such as
Singapore; Barbados was placed in Group |1, but most OFCs were categorised as being in Group
[l to their fury.

Significantly, the FSF aso recommended that the IMF play acentrd rolein
collating data on OFCs and should begin a systematic program of ingpections of their regulatory
regimes. The IMF once charged with this responghbility has played an increasing role snce 2000 and
inspections have taken place in most OFCs. The IMF now collates and publishes some basdine
gatistics (IMF, 2003) is beginning to make international comparisons eader, as previoudy the
secrecy and lack of usable data on OFCs limited analysis by researchers.’

The IMF inspections, (Financid Services Assessment Program) made good progress so that
over 40 OFCs had been assessed by end 2005 (IMF, 2006). Further, in contrast to many OFCs
previous cultures of secrecy, some results have been published.® IMF inspections so far have
included dl the mgjor OFCs across the world, with ‘new’ centres adso being assessed. Interestingly,
dthough two Pacific OFCs, Nauru and Niue, initidly refused to co-operate with the IMF, later they
accepted ‘technical assstance’ (IMF, 2005).

Nevertheless, despite the better information collected and some increased transparency



resulting from the IMF ingpections, two questions remain. First, will the IMF eventudly become the
globd regulator for offshore finance, or will it continue to be just an information clearing-house thet is
somewhat subject to limitations imposed by the OFCs themsalves? Second, if it does become the
globd regulator, will it have sufficent teeth, thet is, will it have the influence and power to enforce
regulation if necessary on OFCs? This remains unclear at present.

At the nationd leve, the UK government commissioned reports on OFC regulation in the
Crown Dependencies (The Edwards Report, 1998); and in its Caribbean Overseas Territories
(KPMG Report, 2000). Despite the OFCs' initid reactions, the effect was to close some of the gaps
in OFC regulation such as concerning trust companies. It gppears that beyond the minor changes, the
main impact was the politica message that the UK government was now actively aware of OFCs

compared with its former stance which might be styled ‘ affable neglect’.

Fiscal Space.

Until the late 1990s, government interest in offshore could mainly be observed from the revenue
departments of large onshore countries. In the USthe Internd Revenue Service (IRS) had periodic
burgts of activity againg certain Caribbean tax havensin the 1970s (Los Angeles Times, 1977; The
Gordon Report, 1981), and in the UK the Inland Revenue pursued large artificid tax evason
schemes such as the Rossmingter case in the late 1970s (Clarke, 1986) and attempted to close tax
loopholes usng annud budget announcements. This could be seen asa‘ cat and mouse game played
between the onshore revenue departments and the increasing numbers of internationd tax planning
advisers. Occasiona media coverage of tax havens focused on blatant or dramatic tax evasion,
money laundering or bank fallures such as BCCI, and seldom shifted focus from the particular

scandal to the broader political economic picture.
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In the UK successive governments encouraged its overseas territories and dependencies™ to
establish themsdves as tax havensto reduce their dependence upon UK grant in aid. Thiswas
exemplified by the planned development of the New Hebrides (how Vanuatu) as atax haven in the
1970s (Rawlings, 2004) and as seen in the Foreign Office' s Gallagher Report (1990) on OFCsin
the UK Caribbean territories. The wider issue of the role played by tax havens and OFCsin re-
configuring the globa political economy was not, until recently, on the mainstream political agenda.™
However, by the late 1990s the scope and magnitude of the flow offshore and the increasing use of
‘profit laundering’ (Sikka, 2003a) through tax havens was attracting the attention of the OECD and
the EU as both gppeared to share concerns about the negative impact of harmful tax competition on
the nation state and its business environment. These concerns led to the 1998 OECD report on
harmful tax competition and its 2000 update that identified 35 ‘tax havens asbeing involved in
harmful tax practices (OECD, 1998; 2000).

The OECD list incdluded anumber of high profile OFCs such asthe Ide of Man and Jersey
and Guernsey. Despite extensive lobbying, only six offshore jurisdictions (Bermuda, the Cayman
Idands, Cyprus, Mata, Mauritius, San Marino) persuaded the OECD to remove their names from
the lis immediately prior to its publication and gave high-leve poalitical undertakings to follow OECD
guiddines and make significant improvements. The 35 OFCs identified by the OECD were then
given one year to commit themsdves to fundamenta reform of their fiscal policies and to agree to
broaden the exchange of information with nationa tax authorities. Non compliance was threatened
with economic sanctions (OECD, 1998, 2000). The OECD initiative caused congternation in many
OFCs, particularly the threat to publidy list non co-operative ‘tax havens and name and shame
jurisdictions that would not begin to reform the most anti-competitive and artificid aspects of thalr tax

haven activity. Eventualy, most OFCs raced to send letters of intent to co-operate to the OECD.
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During this period three main types of reactions by OFCsto the OECD could be observed:
co-operation; denunciation; and ignoring it. The co-operative group became first-movers and
cleverly avoided the labe ‘tax haven’ and were dubbed * Advanced Commitment Jurisdictions’ by
the OECD (for example the Cayman Idands). The second form of reaction was observed in most
OFCs, that of denunciation and bluster but interestingly, most OFCs then signed up anyhow just
days before the deadline (for example Jersey). Thethird type of reaction, that of ignoring the OECD
initiative was taken by afew centres but risked being blacklisted by the OECD (for example Nauru).

However, despite dl of the internationa publicity generated by this OECD initiative,
particularly the issue of co-operating and non-co-operating tax havens, it gpopears that in redity, dl
the tax havens did was write to the OECD dating that they were prepared to co-operate. This
appears to be paying lip-service to the notion of co-operation and it remains unclear what, if
anything, has actudly changed. Significant concerns remain about the capability of most OFCs to
effectively regulate the Sizeable offshore services that they hogt. Further, despite the mgority of
centres agreeing (32 OFCs co-operaing with OECD over Information Exchange and ending ‘ring
fencing' of offshore entities) and the smal number of only Six ‘uncooperative tax havens (Andorra,
Liechtengtein, Liberia, Monaco, Marshdl Idands, Nauru) it appears that the OECD initiative became
too watered down and thus ineffective, and that the OFCS' paper promises mean little in practice.

However, alonger-term impact, and one harder to quantify, isthe expresson of the
unprecedented idea from such abody as OECD that the very existence of tax havens hurts
internationa business and creates fundamentdly unfar, harmful competition. Until 1998 this
fundamentad issue had never been expressed, and until then it gppeared that the apologist argument
used by the OFCs themselves that they somehow ‘ail the whedls' of internationa commerce had

been accepted as a given. Recently, some nation states have become more pro-active againg tax



havers. For example, Ireland - despite arecent history of even the most senior government ministers
using offshore structures (Roberts, 1999) - has seen the Revenue Commissioners pursue Irish
resdents offshore accounts and has recovered millions of Euros in unpaid taxes (Quinn, 2004).

The EU dso had a sgnificant and growing role over fiscd matters focusing on informeation
exchange, and tax harmonisation. First, proposals made in the late 1990s for a EU-wide leve of
withholding tax charged on dividends were strenuoudy resisted by the UK government on the
grounds that it would serioudy damage the lucrative London-based Eurobond market. After a
prolonged series of proposas and counter-proposals - and, we can assume, intense lobbying of the
government by the largest financid inditutions - it was eventudly agreed in 2000 that withholding tax
would not be gpplied to the UK Eurobond market. In early 2003 this was findly accepted by the
European Council of Finance Minigters (Ecofin). Withholding taxes will be gradualy phased out in
the EU and direct information exchange will be facilitated between nationd tax authorities™® Not
surprisgngly, reections to this Sgnificant policy change varied between member states. For some EU
members with sgnificant ‘ offshore financid activities such as Ausdtriaand Luxembourg, these moves
provoked heated reactions.

These EU moves towards increased information exchange are highly significant as banking
secrecy (the secrecy space) is afundamenta pillar of offshore finance (Hampton, 1996b).* Despite
protestations to the contrary, banking secrecy remainsin great demand by offshore customers
wishing to hide transactions from their governments, tax authorities, family members or law courts.
The reactions from the tax havens themsalves were fascinating. The Swiss ressted information
exchange, whilst Guernsey and Jersey decided to opt for withholding tax. The EU Savings Directive
findly cameinto force in July 2005 (Hill, 2005) setting an initid 15 per cent rate of withholding tax.

In addition, in 2003 the EU'’ s Ecofin finally reached agreement over the “tax package’” and



decided that offshore ‘exempt’ companies and Internationd Business Companies were to be phased

out by 2008 and 2011 respectively in Jersey, Guernsey and the Ide of Man.

Secrecy Soace (Money laundering).
The G7' sFinancia Action Task Force (FATF) was set up in 1989 as aresult of concerns over
money-laundering especidly the proceeds of theillegd drugs trade and fiscd crime. In April 2000
the FATF published a Report on Non Co-operative Countries and Territories (FATF, 2000a) which
identified detrimenta practices restricting anti money-laundering measures and stated that counter-
measures would be developed against non co-operating jurisdictions. A second report published in
June 2000 listed 15 ‘non co-operative’ jurisdictions (FATF, 2000b)." Interestingly, by October
2000, only four months after the second FATF report, seven of the ‘ named and shamed’
jurisdictions hed rushed legidation through in an attempt to be removed from the list (FATF, 2000c).

Since then many jurisdictions including S Kitts and Nevis enacted anti-money laundering
legidation. It remains unclear, however, whether the new legidation will be effective in removing
obstaclesto international co-operation againgt money laundering. By mid 2005, of the non co-
operdive jurisdictions origindly identified by the FATF in 2000, only three remained. One was a tax
haven, Nauru, which findly abolished its 400 shell banks later that year and was ‘de-listed’ by the
FATF (FATF, 2006))."° In addition, in the aftermath of the 9/11 terrorist attacks, the FATF was
given anew remit to counter money laundering of terrorist funds placing further pressure on OFCs
(The Economist, 2001).

The rush to legidation could be seen as awindow dressing exercise, rather than a genuine
attempt to co-operate with the internationd community, particularly concerning fisca crime.

Switzerland, for example, till does not recognise tax evasion as a crime and refuses to remove
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satutory obstacles posed by banking secrecy provisonsin cases of tax authorities legitimate
inquiries. Despite claming to have Sate-of-the-art anti-money laundering legidation (Fleck, 2000: 2)
Swiss money laundering investigations remain concentrated at cantond level, and lacks co-operation
between the cantons. Successful prosecutions are rare, and Geneva prosecutors have yet to achieve
asuccessful prosecution in severd cases involving Russan money laundering.

In June 2003 the FATF issued the revised Forty Recommendations (FATF, 2003). The
main changes bang that definitions of money laundering were widened to include terrorigt financing
and recommended increased due diligence and internationa co-operation especialy between
Financd Intdligence Units. Further, the money laundering remit now includes non-financid
ingtitutions and firms such as real estate, precious metalS/'stones, casinos, accountants and lawyers.
Last, there was amove to ‘ see through’ corporate structuresto reved beneficia owners of
companies and trugts, and the revised Forty Recommendations aso banned shell banks.

In addition to the FATF, amultitude of other internationd organisations aso have an arti
money-laundering remit ranging from the regionad FATFs plus the Egmont Group (of Financid
Inteligence Units) to the UN’s Office for Drug Control and Crime Prevention.

Another initiative concerning money laundering originates from the United Nations Globd
Program againg Money Laundering. A mgor report was issued in 1998 (Blum et d, 1998) and
since then the UN Office for Drug Control and Crime Prevention launched an * Offshore Initiative' . A
plenary meeting was held in the Cayman Idands in 2000 which resulted in a communiqué signed by
31 OFCs agreeing to ahigh level politicd commitment to support the UN programme againgt money
laundering (UN Information Service, 2000). However, as with other grand-sounding declarations, it
remans to be seen whether thisis anything more than the offshore jurisdictions paying lip service to

the internationa pressures to reform their OFCs and set up effective, well-resourced, independent,



and adequatdly-gaffed Financid Intdligence Units

Three main recent changes can be identified, first the increasing role (and teeth) of the FATF;
second, since the 9/11 event increasing international co-operation especially over anti-terrorist
money laundering; and third, far tighter rules with wider coverage and less loopholes with more
international coverage as seen by the multitude of internationd organisations noted earlier. It ssems
that - especialy since 9/11 — dlowing international money laundering is now indefensble in OFCs
leaving the OFCs as being morally obliged to co-operate in applying anti money-laundering counter-

measures.

Political Space.
The UK ishighly influentid in the offshore world with aweb of both direct and indirect links to most
OFCs. Asnoted earlier, the UK has direct palitical links to the largest OFCs many of whom are
UK Crown Dependencies (Channd Idands, the Ide of Man) or UK Overseas Territories (British
Virgin Idands, Cayman, Bermuda, Gibrdtar, Turks and Caicos Idands). In addition, dueto its
imperid history, the UK dso hasindirect links to most of the other Sgnificant OFCs through the
Commonwedth (Barbados, Cyprus, The Bahamas, Mdta, Mauritius, Seychelles, & Luciaand
Vanuatu).

However, within the UK government large contradictions can be observed. For example,
Gordon Brown in public has appeared to be anti tax havens, however, this may have created some
inconsistency and tension given the use of OFCs by some of the Labour Party’ s largest donors
(Mitchdl et d., 2002). Also, any British Chancellor has another tenson to consider between the key
economic role of the City of London in the UK economy — itsdlf arguably the world's largest

offshore centre -  versus the continuing existence of Britain's offshore tax haven idands and smdl
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territories. As noted earlier, the issue of EU withholding tax illustrates this, forcing perhaps a politicd
cdculation in government concerning the relative importance of the lucrative Eurobond market in
London balanced againgt the continued existence of, say the Channel 1dand OFCs. One indiceation of
the relative postions could be observed when the UK threatened ‘big stick’ sanctions against the
Channd Idandsif they did not co-operate with the OECD over harmful tax competition in spring
2002 (Bennett and Pedl, 2002).

In addition, sometimes contradictory policies may aso be due to the lack of so-cdled
‘joined up’ government given the continuing lack of coordination between the Treasury, the Inland
Revenue and Customs, the Foreign Office and Home Office over tax haven issues. Findly, another
aspect affecting OFCsin the policy environment is the continuing close rdationship between UK
government and the * Big Four’ accountants who have a huge presence in dl mgor OFCs themsdves
and have even drafted OFC legidation in some cases (Sikka, 1996; Hampton and Christensen,
1999). Yet, the UK government continues to commission reports by the Big Four accountants on
OFCs, for example the KPMG 2000 report on the UK’ s Caribbean OFCs and secondments of
these firms gtaff are common to government departments such the Treasury.

Concerning the US and the political space for offshore, before 2001 the George W Bush
adminigration and his (then) Treasury Secretary O’ Neil downplayed the OECD harmful tax
initigtives However, the terrorist attacks of September 2001 (9/11) led to arapid and fundamenta
reversd of this policy. Given the possble use of offshore as routes for terrorist money laundering,
anti money laundering policies were given sgnificant new funding and high politicd priority to combat
the percelved financing of terrorism. Internationdly, the US led arevamp of the FATF. However, the
‘with us/againg us dichotomy in the Bush adminigtration’s so-called ‘war on terror’ put severe

pressure on the OFCs especidly in the Caribbean region (Wash, 2002). Nevertheless, there are
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aso contradictions and opposing tensons within the US adminigration itsdlf, for example over the
issue of corporate headquarters being moved to Bermuda with incorporation there and the effects of
the US Patriot Act.

Within the EU the continuing issue of tax harmonisation across Europe is clearly complex,
and given different nationd interests, agreement is unlikely to be reached in the short to medium term.
However, there gppears to be a growing awareness of tax havens asalive issue for the EU and as
noted earlier, Ecofin reached agreement over the ‘tax package’ in mid 2003 to effectively close
down most forms of offshore ‘exempt’ companies and Internationd Business Companies to end by
2011 in Jersey, Guernsey and the Ide of Man. Thisin combination with the Savings Directive
implemented in mid 2005 is likely to have sgnificant impacts on both EU residents wishing to place
assets offshore and on the tax havens themsalves,

Therefore, given this unprecedented sequence of internationd initiatives affecting OFCs since
the late 1990s, it seems that there has been and continues to be rapid, complex and constant change
(RC?) facing the OFCs host governments. Next the paper examines the effects of RC® upon the

gnd| host economies.

RAPID COMPLEX CONSTANT CHANGE (RC?*) AND THE OFC HOSTS.

Many tax havens and OFCs are hosted in idands or smdl states in the Caribbean, around the
European periphery and in the Indian and Pacific Oceans. For some idand economies, offshore
finance has become the main economic activity making a significant contribution to GDP, government
revenue, and direct employment. In extreme cases such as Jersey, the OFC contributes over 80 per
cent of GDP, over 90 per cent of government revenue and over 23 per cent of direct employment

(source: 2001 Census, States of Jersey).



In the samdl but growing literature concerning smal economies, a subset examines small
idand economies (SIES). It has been found that particular characteristics can be observed that
arguably diginguish them from larger economies and societies (Dommen, 1980; Royle, 2001;
Bertram, 2004). SIEs are here defined as being those with atota population of under 1.5 million
(Commonwealth Secretariat, 1997; Srebrnik, 2004). The literature suggests that SIES, like the
mgjority of remote and peripherad areas, are characterised by profound economic disadvantages,
including restricted comparative advantages, diseconomies of scae; dysfunctiona market structures,
high transport codts; high level of opennessto internationdl trade; tendencies to be price-takers not
price-makers, limited natura resources; and smdl [abour markets with deficienciesin professond
and indtitutiona knowledge and experience (Briguglio, 1995; Armstrong et d, 1998; Armstrong and
Read, 2000; Royle, 2001). That sad, conversdly, it has dso been suggested that smdl idands have
certain advantages such as socid capitd, and as smdl palities, may be faster-moving and more
flexible in policy terms than some larger jurisdictions with larger government structures (Ba dacchino,
1993). Nevertheless, in light of these economic characteridtics, offshore finance, and externa events

that affect thisindustry have become increasingly important to many SIES' governments.

The impact of RC>.

The litany of initiatives and other externa events that comprises RC? continues to have significant
resource issues and costs for OFC host governments. Firdt, thereis the cost of new financial
regulation for the sector and its enforcement. The raft of new initiatives such astighter anti money
laundering procedures, documenting the changes, preparing new legidation, setting up a Financid
Inteligence Unit and extending the capacity of the existing OFC regulatory body al requires

internationally competent and experienced (and therefore expendve) regulators for host OFCs.
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Sharman (2005) suggests that for some of the smdllest OFCs in the Caribbean, cost benefit andyss
shows that the locd cost of compliance with latest international best practice regulation outweighs the
actua income stream from offshore fees and other government receipts. Williams, Suss and Mendis
(2005) concur, noting high regulatory cogts for the smaller OFCs based upon their own IMF
experiencesin the Caribbean. This then, may lead to some of the smallest OFCs leaving the offshore
business. Some OFC industry sourcesin fact suggest that the main impact of whet this paper calls
RC? will be the eventua shrinkage in the short-to medium term of the present 70 or so centres down
to around twelve globally.*

Second, within the host government itsdlf, many lack the skilled personnd or even the
dructures to ded with RC3. Thisis mainly due to the smdl size of most host government
establishments. Given the limited numbers of staff, serious questions remain about how idands and
smdl states handle asingle crissin terms of cgpacity, but this paper argues that the phenomenon of
RC3 reauiits in the ‘overload’ of local systems’ ahilities to cope. Further, this overload may be
compounded by the private sector OFC firms poaching taented individuas away from government
given the higher sdlaries and perks offered. In Jersey, for example, it is common for government
departments to struggle to fill vacancies and lose staff to OFC firms once trained at public codt. This
links to the ‘vulnerability’ verses ‘resilience’ debate in the idand economies literature (Briguglio,
1995; Pdling and Uitto, 2001). Thereis a question whether the ability to handle crises or not (or
RC? issmply afunction of the smdl size of the host. Alternatively, the question arisesis it associated
with the political power that the OFC sector enjoys in many host economies and may be connected
to dominant industry type arguments such asthe ‘ capture of the state’ thesi's suggested by Hampton
and Christensen (1999) whichisaform of politica ‘Dutch diseasg . Findly, it is possble that thisis

exacerbated by the tendency of some host government to believe their own public relations



departments or consultants.

Differing narratives.
Many OFC hogts gppear to have succumbed to believing their own ‘soin’, thet is, their officid
narrative concerning how much actud control they have over their part of this highly mobile,
advanced globd finandd services industry. The case of Jersey illustrates some of these ideas. There
now appears to be a growing contrast between the officid narrative of the Jersey OFC that portrays
awise and proactive role of the idand’ s government and another narrative, that of the emerging OFC
being driven by the arriving and entrepreneurial merchant banks from the 1960s, with the States of
Jersey, only beginning to draft policy concerning the OFC over 15 years after it had started
(Hampton, 1996q). Interestingly, the officid line in the States of Jersey publicity materiad and from
politicians and government officidsis that Jersey is not atax haven, not even an offshore finance
centre, rather, isa sdf-gyled ‘internationd finance centre (Powel, 2002). This angle has aso been
taken by the idand’ s only newspaper, the Jersey Evening Post which isowned by aretired very
senior palitician and former ‘chancellor’ in the idand’ s government. Newspaper articles and
editoridsin the Jersey Evening Post commonly complain thet the idand is unfairly portrayed by
externd media, governments and certain academics as a ‘tax haven'. The government of Jersey is
not done in doing this, as many other jurisdictions regularly issue denids of being tax havens (The
Guardian, 2004a, b, c). No officia history exists of the emergence of the Jersey OFC™ but in
various publications the clear theme from the Jersey government isthat they have guided the OFC,
rather than being driven by its (globd) needs (Powell 2002).

In the late 1990s, around the time of the beginning of the UK’ s Edwards Report, the officid

line was that Jersey was so well-regulated that other OFCs should learn from them. After the 1998
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OECD report, various idand poaliticians made bellicose public comments about who did the OECD
think they were tdling Jersey how to runsits affairs. However, some Jersey politiciansin private told
the author that this had echoes of a‘mouse telling the cat to mind its own business . Overdl, it seems
there is some evidence of the paliticd dites believing the public reations firms rather than considering
the facts of the rlative palitica power and size of the idand of Jersey rdative to the UK and its
OECD partners.®

At another leve, following Badacchino’sidea (1993), it gppears that the States of Jersey
dill have to actively ‘manage’ their dependency on the UK. Anti-compliance, or anti-OECD rhetoric
for locd idand consumption is one matter, but States of Jersey policy that aggravates the nearby
large power, the UK governmernt, is problematic. Thisis complicated by the demands of the
dominant industry, the OFC, which may working to their own globa agendarather than fully

congdering the interests of the host idand (Hampton and Christensen, 1999).

The Reactions of the Tax Havens.

It isinteresting to analyse how the tax havens reacted to RC?, to what some have dubbed ‘initiative
overload'. A sequence can be mapped of the tax havens rhetoric as it changed tone and content in
response to other events. A common first reaction around 1999- 2000 tended to be the hosts
commenting on the unfairness of being singled out for attention by internationa bodies such as
OECD, often dongsde clams that OFCs were actually better regulated than the City of London or
New York. This argument pardlels the stance taken by Le Marchant (1999) — a Guernsey OFC
regulator - that OFCs are in effect, regulatory ‘laboratories that test more effective or innovative
regulation and so0 deserve praise and emulation not criticism. OECD member countries were also

criticised for their *high’ tax rates that drove business offshore in the first place which is an argument



used by apologists such as Johns (1983), The Economist Intelligence Unit (Doggart, 1991), Johns

and Le Marchant (1993) and Teather (2002):

Offshore exigts but they seeit as abad thing. If the OECD stopped imposing pend taxes on
their own citizens, we wouldn't exist. That’s al they need to do. They’ d solve the problem.
They’re so-caled capitaist countriesimposing socidist rates of tax on their own citizens. It's
more or less ahuman rightsissue redly. (Isaac Legair, Director, Financid Supervison Unit,

S Lucia®)

Thisfirst common reaction was then superseded around 2000- 1 by the second noticeable response
which was an angry rhetoric that accused the large countries and the OECD of aform of ‘new
imperidisam’. Thistheme could be seen in government speeches particularly from severd Caribbean

OFCs. Other offshore centres emphasised the economic importance of their OFCs asking :

What would we do instead? If the OECD closed us down, we would become depopul ated

and derdlict. (John Cashen, Chief Finance Officer of the Ide of Man, quoted in The

Financial Times, 2000).

Other OFCs set out stark warnings thet if their main industry was affected the consequences would

be difficult for most:

Destruction of our internationd financid services sector would have not only dire direct

income and employment effects but also severe socid consequences. In addition, we are
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forced to ask the question: what would the devel oped countries have us do for a living?
(Raph Fonseca from Belize, representing the Joint Caribbean Group, 1999, emphasis

added?)

Thistype of reaction was common until the time of the extreme events of the 9/11 attack on the US
in 2001 when the globa palitica economy changed rapidly. International, and also regiond poalitics,
especidly in the Caribbean, became affected by that highly charged atmosphere and the Bush
adminigration’s response. Given the renewed energy of anti terrorist money laundering moves,
OFCs swiftly fdl into line declaring themsdalves part of the ‘war on terror’ in athird reaction. Tax
haven government pronouncements assured the US and international community theat they were
racing to ‘comply with internationa best practice’ . Since then no clear response can be observed,
rather, individual OFCs gppear to be negotiating their own ways forward with the various
internationd bodies. Unfortunately for the tax havens, in the chronology of events, the exceptiond
Stuation of the 9/11 attacks on the US in 2001 came at the time when OFC response to the main
components of RC3, especialy the OECD tax competition moves, was beginning to coalesce into
what could have been an effective group opposition to its main thrust. Once the politicad world had
changed in the post 9/11 context, it became extremely difficult for the tax havens to oppose certain

parts of RC >.

CONCLUSIONS AND LESSONS FOR OFC HOSTS.
This paper has argued that the waves of internationd initiatives that appeared in the late 1990s and
early twenty-first century have not struck OFC hosts completely ‘out of the blue'. Tax havens clearly

do not operate in avacuum; dearly they are affected by the wider palitica economy and changing
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international context, what Mowforth and Munt (2002) call ‘politicd globdisation’. Aswith dl the

other tax haven governments, the States of Jersey are experiencing what is caled here RC? (Rapid
Complex Congtant Change). The paper used the concept of the ‘four spaces (Hampton, 1996b) -
regulatory space; fiscal space; secrecy space and political space - to andyse the main components
that comprise the RC? affecting OFCs.

Oreinitid, and perhaps obvious, observation is that the present Stuation is sgnificantly
different to the early years of offshore finance of the 1960s or the mature period of the late 1970s
and 1980s when the so-called ‘regulatory burden’ (Biswas, 2002) was lighter and OFCs could
compete in regulatory laxity to attract international business. However, it scemsthat belatedly,
onshore governments and  international bodies such as the OECD and EU have findly woken up to
tax havens and to the vast scale and scope of the largest transnationa corporations and wed thiest
individuas routindy trandferring wedth or profit laundering through the offshore system. This paper
has argued that the context, the scale and the scope of offshore finance has fundamentaly changed
since its emergence in the 1960s with possibly a quarter of the world’s money supply now held
offshore. Paradoxicaly for such smdl places OFCs are not merely at the periphery of global
capitaism, they lie a its very centre (Roberts, 1995; Sikka 2003b). Further, what this paper has
called RC? could be framed in terms of other theory so that following the ideas of Pelling and Uitto
(2001) it could be argued that this acceleration of externd initiatives and events that affect offshore
centres (RC?) isin fact amanifestation of Harvey’ s notion of ‘time-space compression’ (1990). In
other words, the dynamics involved in RC® and itsimpact on tax haven host economies beginsto
illustrate awider process of change under the globalisation of advanced capitalism that also affects
larger economiesthan just idands or smdl dates.

There seemsto be a dlear pattern emerging of RC? o that for loca policy-makers the big
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guestion remains of how to cope with (or even manage) such mgor changes? This paper has argued
that the process of RC® has been exacerbated by the structural characteristics of the small host
economies. Unlike the optimisam seen in Srebrnik’ s paper (2004) on democratic valuesin idands and
how smdl idands are exemplars of good governance and functioning democracies, this paper argues
that the smdl sze of mogt hosts' government gpparatus, the congraints of smalness and over-
dependence on one mgor industry, has dl resulted in problems in deding with externa shocks such
asRC®.

Findly, what are the trends for the short- to medium-term outlook for offshore finance? It
could be argued that the response of OFCs themselves to externa shock such as RC? will have
ultimatdy help decide ther future. If OFCs are broadly divided into asmple binary of Functiona
OFCs versus Notional OFCs (paper or ‘brass plate’ centres”) then it can be observed that the
Functiona OFCs have generdly complied with many initiatives (abat after complaining) wheress
some notiona OFCs have tended to ignore such initiatives and have risked black-listing. To usean
andogy from sport, there appears to be a trend developing into atwo part split between OFCs who
are likethe largest professond league clubs, and those more like clubs seen in week-end amateur
lesgues. It is reasonable to argue that further externa shock or RC will exacerbate this trend. What
is unclear, however, given the groning civil society response to tax havens (exemplified by the
international campaigns of the Tax Justice Network®*, AABA and Attac NGOs), and in light of UN
comment in 2004, is how this might affect the future of offshore finance. It is conceivable that a sea
change away from civil society’s broad acceptance of tax havens could dragticaly change the overdl
picture with asignificant reduction in the number of tax havens and the scae and scope of thelr
activities A recent example from Irdand isilluminating. As noted earlier, a successful anti-tax

evadon initiative by the Irish Revenue snce 2002 has seen over 200 million Euros belonging to Irish
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residents withdrawn from bank accounts in Jersey, Guernsey and the Ide of Man. The latter tax
haven idand saw Irish depogtsfdl by £20 million in the financid quarter ending June 2004 (Quinn,
2004). The impact of effective and timely revenue authorities' actions on offshore havensisvery
clear. Thus, it isnot impossible to consider that the golden years of offshore finance may be aready
past, and that the speed of change like an incoming tide will continue to surprise many observers
both in tax havens and in the air- conditioned offices of internationd firms of accountants, lavyers,

bankers and tax planners.

NOTES.

! There is some discussion in the literature over the historical origins of offshore finance. Palan (2003)
arguesthat offshore hasits origins in the 1950s, whereas Hampton (19964) notes the use of tax
havens by wedthy individuas and the early transnationd corporations (TNCs) from the 1920s.

2 The digtinction isthat while atax haven is based upon ajurisdiction having no or low effective
taxation, an offshore finance centre can be defined as being “a centre that hosts financid activities
that are separated from mgjor regulating units (states) by geography/and or legidation” (Hampton,
19964, p.4). Most OFCs are usuadly tax havens but not dl tax havens are dso OFCs. This
diginction is highly contested as most tax havens will not admit to being so, and cal themselves
OFCs

*The Channd Idands are not part of the UK, rather, they are Crown Dependencies and have ahigh
leve of locd autonomy in domestic matters. The UK is ultimately respongible for their good

governance and for defence and internationd affairs. They conast of two separate baiwicks of
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Jersey and Guernsey, each with thelr own government. The Balliwick of Guernsey dso includesthe
idands of Alderney, Herm and Sark.

* The notion of the local government having actively led the development of the OFC, rather than
being the more passve partner, persssin loca public discusson and is acommon theme in letters to
theidand' s only newspaper, the Jersey Evening Post.

> *Spaces’ refers to non-physica spaces. Here the * spaces are read as being more than just
something that existsin apassive sensg, i.e. that just happens to be there and thus able to be
colonised by financid capitd. At the sametime, financid capita can aso create * spaces in which to
operate to circumvent actions of the onshore nation state such as regulation or taxation. Thusthe

word ‘spaces’ is understood to have awider meaning than isfirst apparent.

® |t can also be argued that most OFCS' regulatory atthorities were dow to redlise the scope and
rgpid growth of offshore activities so thet financid capital exploited this lag between penetration and

increasing supervison of the sector.

" The fiscd space was further widened with the 1993 introduction of International Business
Companies for TNC customers. These specid companies offer extremely low effective tax rates and

are have proved highly successful parts of offshore structures.

& The UK is ultimately responsible for the good governance of its dependencies and territories o it
retains the right to intervene in what the idands may see asbeing ‘their’ jurisdiction. In principle,
despite historica precedent of dlowing locd rule, it is concelvable that a UK government might act
agang a British OFC if the some action was seen to threaten good governance as defined by the
UK.

® The IMF has crested yet another acronym for offshore centres - SEIFiCs (Smal Economieswith
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Internationa Finance Centres) to add to the growing list.

19The FSAP process has been criticised by anti-tax havens campaign groups such as the Tax Justice
Network since OFCs being assessed have to agree the IMF s findings before the report is Sgned
off, clearly reducing the independence of the IMF assessment. Also, few FSAPs have been made
public, so that this process, dthough an improvement on the lack of data previoudy, remains
somewhat partid. The next rounds of consultation, workshops and information-sharing (IMF, 2006)
may alow more trangparency.

" The former British Dependent Territories were re-named in the 1990s as UK Oversess Territories
and congg 13 tiny remnants of the British Empire including many OFCs (the Cayman Idands, the
British Virgin Idands, the Turks and Caicos Idands etc). However, the three British Crown
Dependencies (the Ide of Man, Guernsey and Jersey) are ancient jurisdictions subject to the Crown,
have their own parliaments, and are not within the UK (Le Herisser, 1972).

2 Hlements in the US government have hitorically been highly active against tax havens especidly in
the Caribbean since the late 1960s with dramatic IRS raids in The Bahamas in the 1970s, court
action againg banksin the Cayman Idands in the mid 1980s, and in the 1990s being one of the
driving forces againg internationa drug money laundering by leading initiatives such as the cregtion of
the FATF.

13 The author heard concernsin many OFCs that the UK government might sacrifice the British
OFCsto the EU to retain the London Eurobond market. They feared that the UK government
would rather see its OFCs reduced rather than lose the status and market share of London’ s globa
finencial centre.

14 A distinction can be made between banking secrecy and confidentidity. The latter is the

reasonable right to privacy in one' s affairs, whereas the former goes far beyond this. For example, in
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the case of an offshore bank account, if one has nothing to hide, then legitimate inquiry by the state
does not breach the confidentiaity expected in banker-client relationships. Bank secrecy in many
OFCs prevents such legitimate inquiries. However, it now gppears that bank secrecy is under
growing threet of extinction as exemplified by Switzerland' s increasing willingness to freeze assets
pending court actions.

1> Certain OFCs appeared on dl three litings (the OECD list of * tax havens ; FSF least well-
regulated OFCs, and the FATF list of ‘non co-operative jurisdictions). OFCs gppearing on al three
lists are: The Bahamas, Cook Idands, Marshdl Idands, Nauru, Niue, Panama, St Kitts and Nevis,
S Vincent. The Cayman Idands would have appeared on dl three ligts, but just days before the
OECD report was published agreed to roll back tax haven activities and were removed from the
OECD lis.

16 At the time of writing (mid 2006), only one country, Myanmar (Burma), remains labelled as ‘non
co-operative’ (FATF, 2005; 2006).

Y The main regiond FATFs are: Caribbean - CFATF; Asia-Pacific - APG; (Non FATF); Europe -
MONEY VAL, Latin America- GAFISUD; Africa— ESAAMLG.

18 Source: various anonymous senior OFC staff in informal conversations.

19 Colin Powell, the former Chief Economic Adviser to theidand, has told the author of his plansto
write an offidd higory in his retirement.

2 | n addition to the independent spirit seen in many other idands, Jersey people have mixed fedings
towards the UK based upon twentieth century history and the UK’ sreaction to theidand’s
occupation by German forces in the Second World War (Hampton, 1996a).

2 Interview with Mr Legair in Castries, &t Luciaon 1 June 2000.



2 statement by Ralph Fonseca on behdf of the Joint Caribbean Group at the Joint Annual
Discussion, Boards of Governors Annua Meetings, World Bank Group/IMF, Washington DC, 28-
30 September 1999. Press Release no.50.

% For more details on atypology of OFCs see Hampton (19963).

% The Tax Justice Network began in 2002 and actively campaigns against tax havens and

internationa tax dodging http://Awww.taxjustice.net

REFERENCES.

Armstrong, H. W., de Kervenoadl, R., Read, R. and Li, X. (1998) ‘A Comparison of the Economic Performances of
Different Microstates, and between Microstates and Larger Countries.” World Devel opment, 26, pp. 639-656.
Armstrong, H.W. and Read, R. (2000) * Comparing the economic performance of dependent territories and
sovereign micro-states.” Economic Development and Cultural Change, 48, pp 285-306.

Baldacchino, G. (1993) ‘Bursting the Bubble: the Pseudo-Development Strategies of Microstates.” Development
and Change, 24 (1) 29-51.

Bertram, G. (2004) * On the convergence of Small I1sland Economies with their Metropolitan Patrons.” World
Development, 32 (2) 343-364.

Biswas, R. (2002) ‘World trade in offshore financial services: new opportunities for devel oping countries.’

Commonwealth Banking and Offshore Almanac 2002/3. Commonwealth Business Council, London.

31



Bennett, R. and Pedl, M. (2002) ‘ Sanctions thregt to ‘opaque’ tax haven: pressure on Jersey.” The

Financial Times, 19 February.

Blum, J. Levi, M. Naylor, R. and Williams, P. (1998) Banking Secrecy and Financial Havens. United Nations,

New York..

Briguglio, L., (1995) ‘ Small idand states and their economic vulnerahilities” World Development,
23 (9) 1615-1632.

Clarke, M. (1986) Regulating the City - Competition, Scandal and Reform. Open University
Press, Milton Keynes.

Coakley, J., and Harris, L., (1983) The City of Capital. Basl Blackwdl, London.

Christensen, J. and Hampton, M.P. (1999) ‘A Legidature for Hire: The Capture of the State

Jersey’ s Offshore Finance Centre.” in Hampton, M.P. and Abbott, J.P. (eds) Offshore Finance
Centres and Tax Havens: The Rise of Global Capital. Macmillan, Basingstoke.

Commonweslth Secretariat (1997) A Future for Small States: Overcoming Vulnerability.
Commonwealth Secretariat, London.

Doggart, C. (1991) Tax Havens and Their Uses (Revisad edition) Economist Intelligence Unit,
London.

Dommen, E. (1980) ‘ Some Digtinguishing Characterigtics of Idand States” World Development, 8
(12) .931-944.

Donaghy, M. and Clarke, M. (2003) * Are offshore financid centres the product of globa markets?
A sociologica response” Economy and Society, 32 (3) 381-409.

The Economist (2001) ‘Hitting terrorists cash: the financia front ling 27 October.

Edwards, A. (The Edwards Report) (1998) Review of Financial Regulation in the Crown

Dependencies: A Report. Home Office, London.

32



Financial Action Task Force (FATF) (2000a) Report on Non-Cooper ative Countries and
Territories. February. FATF, Paris.

FATF (2000b) Review to Identify Non-Cooperative Countries or Territories. Increasing the
Wor | dwide Effectiveness of Anti-Money Laundering Measures. June. FATF, Paris.

FATF (2000c) ‘ Progress Report on Non-Cooperative Countries and Territories” News Release, 5

October. Published on FATF website http://mwww.oecd.org/fatf/

FATF (2003) The Forty Recommendations. (Revised edition) June. FATF, Paris.

FATF (2005) Annual and Overall Review of Non-Cooperative Countries or Territories. June.
FATF, Paris.

FATF (2006) Annual Review of Non-Cooperative Countries and Territories. June. FATF,

Paris.

Fine, B. (1984) Marx's Capital. (2nd edition) Macmillan, London.

Financid Stability Forum (FSF) (2000a) Report of the Working Group on Offshore Financial
Centres. April. FSF, Paris.

Heck, F. (2000) ‘Fight againgt crime top priority.” Banking in Switzerland supplement, The
Financial Times, 14 November.

Gdlagher R. (The Gallagher Report) (1990) Survey of Offshore Finance Sectorsin the
Caribbean Dependent Territories. Foreign and Commonwedth Office, London.

Gordon, R.A. (The Gordon Report) (1981) Tax Havens and their Use by US Taxpayers - An
Overview. IRS, Washington DC.

The Guardian (2004a) ‘ Switzerland is not atax haven’, Lettersto the Editor, 24 September.

(London)



The Guardian (2004b) ‘Madtais not atax haven', Letters to the Editor, 30 September. (London)
The Guardian (2004c) ‘ Tax havens and world poverty’, Letters to the Editor, 4 October.
(London).

Hampton, M.P. (1996a) The Offshore Interface: Tax Havensin the Global Economy.
Macmillan, Basingstoke.

Hampton, M.P. (1996b) ‘ Creating Spaces. The Politicad Economy of Idand Offshore Finance
Centres: the Case of Jersey.” Geographische Zeitschrift, 83 (2) 103-113.

Hampton, M.P. and Christensen, J. (1999) ‘ Treasure Idland Revisited. Jersey’ s Offshore Finance
Centre crigs. implications for other Smdl Idand Economies” Environment and Planning A, 31 (9)
1619-1637.

Hampton, M.P. and Christensen, J. (2002) ‘ Offshore Pariahs? Small Idand Economies, Tax Havens
and the Re-configuration of Globa Finance World Development 30 (9) 1657-1673.

Harvey, D. (1982) The Limitsto Capital. Basl Blackwell, Oxford.

Harvey, D. (1990) ‘ Between space and time; reflections on the geographica imagination.” Annals of
the Association of American Geographers 80 418-434.

Hilferding, R. (1981) [1910] Finance Capital. Routledge, London.

Hill, J. (2005) ‘ Offshore tax havenslosing gpped.” The Scotsman. 16 July.

Internationa Monetary Fund (IMF) (2003) Offshore Financial Center Program: A Progress
Report. IMF, Washington DC, 14 March.

International Monetary Fund (IMF) (2005) Offshore Financial Centers. The Assessment
Program - A Progress Report. IMF, Washington DC, 25 Feb.

International Monetary Fund (IMF) (2006) Offshore Financial Centers. The Assessment

Program - A Progress Report. IMF, Washington DC, 8 Feb.



Johns, R.A. (1983) Tax Havens and Offshore Finance - A Study in Transnational Economic
Development. Pinter, London.

Johns, R.A., and Le Marchant, C., (1993) Finance Centres: British Isle Offshore Devel opment
since 1979. Pinter, London.

KPMG (2000) Review of Financial Regulation in the Caribbean Overseas Territories and
Bermuda. Cm 4855. Foreign and Commonwed th Office, London

Los Angeles Times, (1977) ‘IRS Told to Stop Work on Bahamas Tax Cases as US Halts Project
Haven.’ 24 August.

LeHerisser, R,, (1972) The Development of the Government of Jersey. States Printers, Jersey.
Lenin, V.l., (1965) [1917] Imperialism, the Highest Stage of Capitalism. Foreign Languages
Press, Peking.

Mowforth, M. and Munt, 1. (2003) (Second edition) Tourism and Sustainability: Devel opment
and New Tourismin the Third World. Routledge, London.

OECD, (1998) Harmful Tax Competition : an emerging global issue OECD, Paris, 15 April.
OECD (2000) Towards Global Tax Co-operation: Report to the 2000 Ministerial Council
Meeting and Recommendations by the Committee on Fiscal Affairs. Progressin Identifying
and Eliminating Harmful Tax Practices. June. OECD, Paris.

Paan, R. (2003) The Offshore World. Sovereign Markets, Virtual Places and Nomad
Millionaires. Corndl Universty Press, Ithaca

Pdling, M. and Uitto, J. (2001) ‘ Smdl idand developing states. naturd disaster vulnerability and
globd change’” Environmental Hazards 3 49-62

Powell, G.C. (1971) An Economic Survey of Jersey. Bigwoods, Jersey.



Powdll, C. (2002) ‘Five essentia issues facing offshore financia centres” pp.56-60, The
Commonwealth Banking and Offshore Almanac 2002/3. Commonwedth Business Council,
London.

Quinn, E. (2004) ‘ Revenue crackdown hits Irish depoditsin Ide of Man’ Sunday Business Post,
(Dublin) 3 October.

Rawlings, G. (2004) ‘Laws, liquidity and Eurobonds. The making of the Vanuatu Tax Haven.” The
Journal of Pacific History, 39 (3) 325-341.

Roberts, S. (1995) ‘ Smdl Place, Big Money: The Cayman Idands and the Internationd Financia
System.” Economic Geography, 71 (3) 237-256.

Roberts, S. (1999) ‘Confidence Men: Offshore Finance and Citizenship.” in Hampton, M.P.
and Abbott, J.P. (eds) Offshore Finance Centres and Tax Havens. The Rise of Global
Capital. Macmillan, Basingstoke.

Royle, S.A. (2001) A geography of islands: small island insularity. Routledge, L ondon.
Sharman, J. (2005) ‘ South Pacific Tax Havens. From Leaders in the Race to the Bottom to

Laggards in the Race to the Top? Accounting Forum, 29 (3) 311-324.

Sikka, P. (1996) ‘Jersey: a Pawn in aRegulatory Game' Accountancy Age, September.

Sikka, P. (2003a) ‘ Chair’s Introduction’ paper read at the First Internationa Workshop on Tax
Havens and Offshore Centres, University of Essex, 7-8 duly.

Sikka, P. (2003b) ‘ The Role of Offshore Financial Centers In Globalization’, Accounting Forum,
27 (4) 365-399.

Sikka, P. and Hampton, M.P. (2005) ‘ The Role of Accountancy Firmsin Tax Avoidance: Some
Evidence and Issues.” Accounting Forum, 29 (3) 325-343.

Srebrnik, H. (2004) *Smadl idand nations and democratic values.” World Development 32 (2) 329-

341.



Tax Justice Network (2005) Tax Justice Focus, 1 (1) Spring. Tax Justice Network, London.

Teather, R. (2002) ‘Harmful Tax Competition? Economic Affairs 22(4) 58-63.

UN Information Service (2000) ‘31 International Financial Centers Support UN in Global Anti-Money Laundering
Initiative.” Issued 25 October. UNIS/NAR/702. United Nations Information Service, Vienna.

Walsh, C. (2002) ‘ Crackdown on havens. Gangsters' paradise lost: Americans are gunning for the offshore
havens favoured by fraudsters and terrorists. But the UK doesn’t seem so keen.” The Observer, 24 February.
Walsh, C. (2004) ‘ Cayman reaps the whirlwind: Has Hurricane Ivan blown afatal hole in the status of the world's
leading - but beleaguered - offshore tax haven? The Observer, 3 October.

Williams, O., Suss, E. and Mendis, C. (2005) ‘ Offshore Financial Centresin the Caribbean: Prospectsin aNew

Environment.” The World Economy, 28 (8) 1173-1188.

37



UNIVERSITY OF KENT

http://lwww.kent.ac.uk/kbs/research-information/index.htm



