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Abstract
T he stock of wealth held offshore is estimated at US$6 trillion. Many small island
economies (SIEs) host offshore finance centers, and some SIEs are highly dependent
upon offshore finance. Extreme examples have over 90% of government revenues
derived from finance sector activities. Since 1998 a series of international initiatives have
been launched to combat harmful tax practices, money laundering, and inadequate
financial regulation. T hese initiatives will transform the economies of many SIEs. T his
paper explores the dependence of many SIEs upon offshore finance and the barriers to
diversification arising from their smallness and unique political economies.
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