
International institutions and agencies have garnered too much influence in the Bahamas 

political economy  

By Jamal J Archer 

According to Sir Lynden Pindling's Address at the Sixth Miami Conference on Trade, Investment 

and Development, tourism as an Industry sustains the Bahamian economy and much of our 

national resources have been allocated for its growth. However, unpreventable economic factors 

have created instabilities within the tourism industry which we have maintained, and we can 

continue to maintain the industry so long as there are no outside negative influences1. 

However, agencies such as the Organization for Economic Cooperation and Development (OECD) 

has sought to negatively influence many International financial centers such as the Bahamas. There 

influence aimed at getting the Bahamas to integrate its tax policy recommendations, which are 

intended to restrict the use of overly competitive tax and economic privacy laws2. In addition, the 

OECD has also set out to negatively influence the Bahamas with harmful reports which advocate 

for sanctions that could possibly discourage foreign investment in the Bahamas3.  

The concept of negative influence is often accompanied with the realities of undue influence in the 

controversial relationship between international institutions and nation states. That is, in this case, 

a country can be tempted to act independently but not wisely, and without adequate attention to 

the consequences.   

Take for example the International Monetary Fund (IMF) that was instituted to promote 

International financial stability by serving as a global lender to help nations facing critical financial 

problems. However, the IMF agenda has now surpassed assisting nations with liquidity woes, with 

a now broader goal of impacting a nation’s economic and political growth processes. This means 

that the IMF grants loans under an agreement that demands nations make special economic and 

political adjustments that would bring about the IMF’s ideal of good governance. Such adjustments 

include tax reform, budget cuts, privatization, and trade policies. The charge of undue influence is 

likely when the IMF interferes with a nation’s sovereignty if loan conditions specify policy 

changes that are normally determined by democratically elected officials4.  

Whether regarded as a negative influence, undue influence or both, the recent actions of the 

Standard & Poor’s (S&P) institution on the Bahamas has been greatly worrisome.  According to 

former finance minister and former Central Bank governor James Smith in response to the 

Bahamas ‘junk’ status downgrade by S&P.  “The junk downgrade was unwarranted and 

premature” because the Bahamas has “not reached the point of no return”. In addition, the Bahamas 

was “nowhere near” ‘junk’ status because the Government was still able to service its direct $6.046 

billion debt. Smith suggested that such a rating had a negative influence on the Bahamas’ 
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‘investment grade’ status, and indicated to global investors and the capital markets that the country 

was struggling to pay its debts – a position that this country is not in currently5. 

Essentially, a junk-grade rating refers to the credit-worthiness of a national government, and can 

negatively influence the borrowing power of the Bahamas by creating uncertainties among lenders 

in the capital markets.  

For example, “If [The Bahamas] were a working woman with a credit card, a downgrade would 

mean that she would be demoted at work because her job performance and trustworthiness had 

decreased. Fewer people will trust their money with this person so she will be losing quite a bit of 

income and she will struggle to get a loan. This person will also now pay interest at a higher rate 

on any new debt. So, poor [ Miss Bahamas] has less money but pays more for everything – 

including interest on a debt. And she is less likely to be able to repay her debt”6. 

It is obvious that institutions such as S&P possess enormous influence with its “anxiously awaited” 

pronouncements of its credit ratings, what is uncertain is how legitimate are these credit ratings. 

Astonishingly, according to the S&P global ratings disclaimers, “The analyses, including ratings, 

of S&P Global Ratings and its affiliates (together, S&P Global Ratings) are statements of opinion 

as of the date they are expressed and not statements of fact or recommendations to purchase, hold, 

or sell any securities or make any investment decisions. S&P Global Ratings assumes no obligation 

to update any information following publication. Users of ratings or other analyses should not rely 

on them in making any investment decision. S&P Global Ratings' opinions and analyses do not 

address the suitability of any security. While S&P Global Ratings has obtained information from 

sources it believes to be reliable, it does not perform an audit and undertakes no duty of due 

diligence or independent verification of any information it receives. Ratings and other opinions 

may be changed, suspended, or withdrawn at any time”7.    

And yet these credit ratings can have an enormous negative influence on smaller nation states like 

the Bahamas, and thus provide various international institutions with the incentive required to 

carry-out undue influence. Much must be considered here, such as, what could be a possible 

motivation to overtly pronounce ratings with such global effects but forsake all responsibilities for 

the validity or reliability of the ratings.  

It is important to note here that such far-reaching pronouncements with overwhelming influence 

should be subject to a system of measurement with rules that can be relied upon. According to 

economist Roy Harrod, he believed that rules were fundamental to morally right action. Harrod 

coined the term rule utilitarianism, which stated that an action is accurate among citizens if it obeys 

rules which if all citizens obeyed, it would result in the maximum happiness for the collective 

                                                           
5 Tribune 242(2016) Ex-Minister of Bahamas Slammed S&P ‘Junk’ 
Downgradehttp://www.caribflame.com/2016/12/ex-minister-of-bahamas-slammed-sp-junk-downgrade/ 
6 Junk Status? What does it MEAN? (And how to avoid it) 
http://www.uctrf.co.za/useruploads/files/april_credit_rating_sa_14042016.pdf 
7 S&P Global Ratings Definitions. 
https://www.standardandpoors.com/en_EU/delegate/getPDF?articleId=1663724&type=COMMENTS&subType=RE
GULATORY  
 



citizenry8. Similarly, the global community should require international agencies such as S&P to 

subscribe to rules and measurements that are valid and reliable, and that is in the best interest of 

the global community.  

In this respect, when rules are created most things can be measured consistently. “Further, 

measurement is only as good as the rules that direct its application. The "goodness" of the rules 

reflects on the reliability and validity of the measurement”9.  

Nevertheless, since the legitimacy of S&P’s credit ratings hangs in the balance under intense public 

scrutiny, I wish to address the question: what could be a possible motivation to overtly pronounce 

ratings with such global effects but forsake all responsibilities for the validity or reliability of the 

ratings? 

The S&P is an American financial services company and the world’s leading provider of credit 

ratings. Importantly, S&P has accumulated more than 1 million credit ratings outstanding on 

government, corporate, and financial sectors. S&P credit ratings also aid in “helping educate 

market participants so they can make decisions with confidence”10. 

Economics 101, in every business relationship, someone is buying and someone is selling, the 

question is: who is the S&P selling to? That is, is their an unmentioned beneficiary of the education 

they endeavour to provide? Nevertheless.  

According to Finance Minister Kikis Kazamias of Cyprus, he “accused the rating agency of having 

a hidden agenda and indicated that "behind the S&P downgrade lies a monetary war between the 

euro and the US dollar, and Cyprus is essentially paying for this dispute11."  

This claim by Minister Kazamias may be unsubstantiated, but could there really be a war between 

the euro and the US dollar? And what role would the S&P downgrade play?  

The US dollar is regarded as the global currency since it possesses the strongest exchange rate in 

the world. However, the euro is second to the dollar with instabilities causing it to be higher or 

lower than the dollar periodically and thus regarded as unstable. A global currency makes the 

exchange for goods across nations convenient. Therefore, the US dollar is a reserve currency and 

is held in substantial quantities by governments as part of their foreign exchange reserves. The 

reserve currency is commonly used in international transactions. In addition, the reserve currency 

can purchase imports and borrow across borders at a cheaper rate since the exchange of the US 

dollar is not required.  This means that the threat of any other dollar replacing the US dollar 

including the euro would be of great concern for the US and its affiliates. 
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Economic uncertainties among the largest nations and dollars create fears that can cause public 

speculations and a global panic. The impact of recent financial instabilities, such as the 

unsustainable evolution of U.S. debt and the unmanageable debts in Europe and the Eurozone, 

equally creates anxiety for global investors. While credit ratings of a downgrade can have a 

negative influence on the prospects of many nations, the downgrading of U.S. debt by Standard 

and Poor’s in the summer of 2011 had minimal impact. The US downgrade was not followed by 

changes in the financing conditions of the U.S. treasury, interest rates even modestly declined in 

the following weeks. Although losing their AAA credit rating, this turned out to be a non-event 

and the U.S. dollar continued to be attractive as it always has been. A major player such as China 

has expressed concern with the “slack” design of US economic policies. In 2009 the central bank 

of China called for an international reserve currency safer than the dollar, but such a request 

amounted to nothing. According to China’s Premier Wen Jiabao, “both America and the Eurozone 

must “put their houses in order” and the ways this recommendation will be followed will determine 

the state of the world economy12. 

An interesting consequence of negative credit ratings is called the spillover effect. With the 

announcement of a downgrade, the perception of one country can trigger off an infectious 

instability in another country(s), causing financial markets to crumple.  An example of this 

spillover effect is seen in various scenarios that emerged because of the rating events that occurred 

in Eurozone countries’. By way of illustration, Sweden may not be a part of the Eurozone, but it 

is uniquely integrated into the Eurozone’s economy. Surprisingly, during the signs and reports of 

the Eurozone sovereign debt crisis, Sweden’s currency began to fluctuate although before reports 

of Eurozone crisis Sweden’s economy had good financial projections13.  In this way, the hidden 

agenda mentioned earlier by minister Kazamias of Cyprus can be attributed to the spillover effect. 

That is, by downgrading Cyprus there is a potentially negative effect on other Eurozone countries. 

These negative effects may result in transmissible fluctuations of the euro and thus maintaining 

the superiority of the US dollar. The point being made here is that credit ratings in many ways 

have the power to not only determine the economic viability and prospects of a nation but also 

drives the political economy of the nation that will emerge as the power behind the global currency.  

The S&P has recently downgraded the Bahamas to Junk status, but Bahamian government officials 

are reluctant to accept what is obvious to other nations, investors, and foreign creditors. The 

Bahamas’ political economy has encouraged too many negotiations with international institutions 

and agencies and is now caught up in an economic woe with an agency whose legitimacy, 

reliability and validity are all disputed.  When profit is the sole motivation of the political economy 

of a nation, the powerful and the wealthy are likely to garner much influence over that nation. 

Nevertheless, Sir Lynden Pindling left the Bahamas an ambitious vision for the nation’s political 

economy. According to Pindling,   

"I envisage The Bahamas developing economically with a mixed economy in which there is struck the 

proper balance between public and private enterprise and between domestic and foreign investment. I 
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believe in government investment on behalf of the Bahamian people in the essential services of the 

Nation and in the key areas of its economy. By 'essential services' I mean public utilities like Water and 

Electricity. By 'key areas of the economy' I mean economic activities like Tourism, Banking, 

Agriculture, and Fisheries.  It is important for us to know and understand if we are not to be confused 

with talk of the free enterprise system. A philosophy of development based solely on the free enterprise 

system means the sale of BEC to private individuals and the sale of BATELCO to private individuals; 

it means that the Government ought not to get into any business activity and should leave the nation's 

economic potential solely for private individuals to exploit; it means that our economy must be 

dominated always by the profit motive, uninspired by a social conscience. No, such a philosophy cannot 

survive and prosper in this nation and those who espouse and advocate it know that that is true. They 

do not believe in it themselves14." 

Currently, political economies of countless nations appear to be uncertain about their future, 

and this reality seems to transcend domestic party politics. With an economy that is clearly 

on a downward spiral, the Bahamas and all its people must join in every effort to restore 

some sense of normalcy. The present economic climate would suggest that the economy 

should be government’s most immediate ministry for restoration. Never mind the economy 

for right now, let us now consider our social conscience, we must do more to arrest the 

growing despair in the Bahamian morale.  No more invitations, for now, put a pause on 

negotiating with international institutions and facilitating lending agencies. The life of any 

economy is its people, the Bahamian people must live again, they must be revived. 
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