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Island
thrives by
looking
outwards

It can seem beguilingly
like a time warp. Pic-
turesque houses line its
narrow lanes, low

crime levels allow children
to play freely, cars do not
top 35 miles an hour and its
coastline conjures up images
of childhood holidays.

In parts, this could almost
be 1950s rural Britain. But
you cannot achieve one of
the world’s highest levels of
GDP per capita in a commu-
nity of little over 60,000, on a
24-square mile island, by liv-
ing in a time warp.

Guernsey has a long tradi-
tion of exploiting opportuni-
ties offered by its geography,
constitutional position and
changing market conditions.
From privateering to gran-
ite, horticulture and tour-
ism, the island’s success has
always depended on its abil-

ity to sell services and prod-
ucts beyond its own shores.

But – as with its rather
flashier neighbour, Jersey –
it seems that financial serv-
ices is set to guarantee the
island’s economic future for
the foreseeable future. It has
almost 50 licensed banks,
with total deposits at the
end of June over £128bn, and
funds under management
exceeding £207bn. Guernsey
is also Europe’s largest, and
the world’s fifth biggest, cen-
tre for captive insurance.
About 23 per cent of the
workforce are directly
employed in the finance and
legal sector.

The island’s constitutional
position has allowed it to
create the low-tax environ-
ment for the sector to flour-
ish. Guernsey is a depend-
ency of the British Crown,
but has the right to legislate
independently on domestic
matters including taxation.
Internationally, the island is
not technically part of the
UK or European Union,
although it uses sterling as
its currency and has a spe-
cial trading status within
the EU.

As with the other offshore
territories of Jersey and the
Isle of Man, it has been
forced to adapt its tax situa-
tion in the face of interna-
tional criticism of harmful
tax practices. The island has
complied fully with the EU
Code of Conduct on Business
Taxation and the Interna-
tional Monetary Fund will
reassess its financial, regula-
tory and criminal justice
structure in January 2009.

Many argue that the drive
to meet international stand-
ards has driven more busi-
ness to the island. Geoffrey
Rowland, the Bailiff who is
the first civil officer in the
Bailiwick of Guernsey,
which includes Alderney,
Sark, Herm and several
other small islands, says:
“With respectability comes

confidence in the Crown
dependencies. And with that
confidence comes better
quality business and a con-
siderable amount of busi-
ness.

“It has been a hugely ben-
eficial process.”

Part of the process has
been the equalisation of the
tax regime for both foreign
and Guernsey-based compa-
nies. The island had little
choice but to adopt the “zero
10” structure, as have the
other Crown dependencies,
which leaves most busi-
nesses liable for zero per
cent company tax.

That has caused some-
thing of a shortfall in public
finances, but the govern-
ment believes the difference
can be made up through eco-
nomic growth as well as

some increases in indirect
taxes. However, unlike Jer-
sey, the island has resisted
the temptation to introduce
a goods and services tax to
help plug the hole.

Carla McNulty Bauer,
commerce and employment
minister, says economic
growth will come not just
from expansion of the finan-
cial services sector but from
diversification of the econ-
omy.

“We are very conscious
that you cannot have all
your eggs in one basket,
especially if you are a small
island economy,” she says.
“What is important for us is
to have an infrastructure
that is attractive to entrepre-
neurs and businesses.”

The attractions for busi-
ness, she says, include mini-

mal bureaucracy, access to
decision makers, the favour-
able tax regime, good air
links and close working rela-
tions with London-based
institutions, as well as a
quality of life that is hard to
find elsewhere. Many busi-
nesses are based on Guern-
sey because the principals
wanted to locate their fami-
lies on the island.

Mike Halls, group chief
executive of Stanley Gib-
bons, the stamp-collecting
company, recently set up
business in Guernsey offer-
ing investment products
based on rare stamps and
autograph memorabilia. He
says: “It’s a lot easier and
quicker to set up business
here. Guernsey is more
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