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Jersey Finance commissioned Capital Economics, 
the respected independent research firm, to look 
at the contribution that Jersey could make to 
African development, and whether international 
financial centres can be a catalyst for growth in 
developing countries.

The report found that Jersey’s African business is small, but it 
argues that Jersey could provide African nations with access to the 
much greater amount of investment funds they need to fulfil their 
potential. It could also help them establish investment environments 
which would foster greater entrepreneurship and create jobs.

Pressure groups have accused international financial centres such 
as Jersey of facilitating immoral or illegal activity that sucks capital 
out of developing economies and helps large multinationals avoid 
paying taxes in African countries. However, the report found that 
headline-grabbing estimates of the amount of such ill-gotten 
gains did not bear close analysis, while Jersey continues to work at 
stamping out bribery, corruption and illicit activity anywhere in the 
world.

Africa’s potential for prosperity
Many African countries are known for their pervasive poverty and 
weak economic performance. Despite making up 15 per cent of the 
world’s population, the entire continent accounts for just 4 per cent 
of global GDP.

However, there are signs that this is changing: over the last 10 
years, Africa’s economy has grown by an average of 5.2 per cent 
a year – making it one of the world’s fastest growing regions. 
The reasons for this include improvements in political stability, 
development of key infrastructure, and growth in lucrative natural 
resources industries.

But there is potential for much more. Over the next 30 years, 
Africa’s working-age population should double to around 1.2 
billion. At a time when much of the developed world is rapidly 
ageing, this will provide an unrivalled boost to its economies. The 
report estimates that Africa’s GDP will grow by 5 per cent a year to 
2040, with some countries growing faster, others more slowly.
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To sustain that growth would require investment of US $85 trillion 
in infrastructure, machinery, buildings and homes – most of 
which cannot be generated locally or through international aid. 
The challenge, therefore is to fund the investment gap in ways 
that encourage enterprise and spread prosperity. Encouraging 
foreign investors to allocate capital to Africa provides the greatest 
opportunity to develop its capital stock and make sure that it 
achieves its potential. Even if Africa’s current levels of investment 
grow as fast as GDP, there will still be a shortfall of US $11.4 trillion 
by 2040.

Jersey and a prosperous Africa
Jersey provides specialised cross-border banking, wealth 
management, investment and legal services, backed by a sound, 
stable and mature government and judiciary. These offer a platform 
for secure and efficient cross-border transactions, especially 
important for individuals and companies doing business in potentially 
risky or unstable countries with poorly defined property rights, weak 
legal systems and a culture of corruption.

Part of the sterling zone, Jersey offers a safe business environment 
for those already investing in Africa and those looking to do business 
there. Its tax neutrality makes it an ideal location for pooling 
funds from investors across the globe. It can also help encourage 
entrepreneurship in Africa by providing security for entrepreneurs 
who might worry about the riskiness of doing business there.

Yet Jersey has only a small book of African business, funnelling 
between 0.5 and 1.5 per cent of all foreign investment into the 
continent. Jersey can do much more, and will need to if Africa’s 
investment gap is to be plugged.

Addressing concerns and ensuring 
fairness
Economic crime, including bribery and corruption, is a major problem 
for the developing world, including Africa. Over US $1 trillion in 
bribes is paid each year, a cost of more than 5 per cent of global GDP. 

Some respected charities and non-governmental organisations have 
alleged that financial institutions in international financial centres are 
conduits for large sums which are the proceeds of such illicit activity, 
sheltered by a veil of secrecy. They also say that such centres help 
large multinational businesses avoid paying tax in African countries. 
If Jersey is to increase its role in Africa, it must continue to be part of 
the solution.

However, the report says that vast estimates of the proceeds of 
economic crime in developing economies fail to distinguish between 
legitimate trade between countries and illicit capital flows. Some 
rely on unattributed and unverifiable hearsay, while others rely on 
assumptions that are unjustifiable. All are based on data sources that 
are unsuited for the task.

And in reality, few jurisdictions work harder than Jersey to stamp 
out bribery, corruption and illicit activity anywhere in the world – as 
international regulators have testified. Jersey has tough up-to-
date legislation, a strong financial regulator with a wide remit and 
determined enforcement by the police and regulator. There is no 
banking secrecy on the Island: Jersey willingly exchanges information 
in appropriate circumstances with police and other competent 
authorities elsewhere in order to detect those profiting from bribery, 
corruption, money laundering, tax evasion and other criminal activity.
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