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Introduction 

As defined by Melo and Rodríguez-Clare (2006), productive development policies (PDPs) are 

policies that aim to strengthen the productive structure of a particular national economy. 

According to modern economic principles, PDPs should be designed to improve business climate 

and to solve what are perceived as important market failures, including among them the 

traditional arguments (uncompetitive markets, externalities, public goods or common-poll 

resources, markets with agency problems, high transaction costs or information asymmetries) 

and new and more sophisticated arguments such as self-discovery externalities, coordination 

externalities and missing public inputs (Hausmann et al, 2008). These particular market failures 

demand policy interventions that have differential effects on some economic activities over 

others, but as government faces an information problem about the sectors to be promoted, high 

relevance is assigned to processes and procedures for making the selection (and correcting it, if 

necessary). So, modern approach takes into account not only the failures the policies intend to 

address but also the institutional features concerning to the design and implementation process. 

This is the analytical framework that is used in this paper to the analysis of PDPs in Suriname. 

This work is part of an extensive research project involving many Caribbean country studies 

which intends to contribute to the discussion of strategic interventions to promote private sector 

development.      

 

In the last years, Suriname has achieved substantial progress on the macroeconomic performance 

due to both domestic policies and the external environment, and although economic prospects for 

the medium term are positive, it faces the challenge of diversifying the productive and export 

profiles -dominated to a very large degree by mining- to reduce its vulnerability to external 

shocks. As a consequence, there is a growing interest in vertical policies that concentrate 

government efforts in selected non-traditional sectors. 

 

This study reviews the PDPs applied in Suriname and focuses the analysis on the PDPs affecting 

a targeted group of two promising economic activities. It is not intended to make an assessment 

of the welfare effects of those policies. Rather, the main objectives are: a) to analyze whether 

existing PDPs are justifiable in terms of the market or government failures they address; b) to 

understand the main binding constraints to growth of each selected sector in order to identify if 



PDPs applied are those required to overcome restrictions; c) to evaluate the institutional 

arrangements involved in the design, implementation and evaluation of the policies; and d) to 

elaborate guidelines that should be considered for the redirection of the PDPs; it includes the 

discussion of the additional challenge for diversifying the productive structure of the Surinamese 

economy due to the risk of intensifying Dutch disease in the coming years.  

 

The paper is organized as follows: Section II presents a description of the performance of the 

economy of Suriname, its strengths and weaknesses, the main characteristics of the private sector 

and the main challenges to achieve a sustainable development for the long term. Section III 

examines the general picture of PDPs traditionally applied in Suriname, highlighting recent 

policy initiatives or in agenda, and characterizing them according to their dimension 

(horizontal/vertical) and channel of intervention (public input/market intervention). The analysis 

then focuses on the PDPs affecting two targeted sectors: agribusiness and tourism, following an 

industrial cluster approach (Section IV). The last section (Section V is still in progress) will 

include main conclusions of the study, recommendations for the redirection of the PDPs 

(instruments, failures to address/constraints to overcome, institutional settings, etc.) and a 

discussion on the limitations and alternatives to deal with the effects of a likely deeper Dutch 

disease. The qualitative data used in this study was collected in a series of meetings hold on 

November of 2013, which are listed in Annex I. Annex II contains a brief description of the 

Growth Diagnostic Model approach used to analyze the binding constraints for developing the 

selected sectors.  

 

 

 

 

 

 

 



Productive Development Policies in  

The Bahamas 
 

  

 

Introduction 

The Bahamas is the wealthiest country in the Latin American and Caribbean region in terms of 

GDP per capita, but the pattern of social and economic development varies substantially across 

the islands and the country’s social outcomes lag behind economic performance. The economy is 

heavily dependent on tourism and offshore banking, sectors dominated by foreign capitals with 

poor spillover effects to local firms. While mid-term growth perspectives are good, the 

authorities’ plan embraces economic diversification (mainly, within the tourism sector) to 

improve long-term prospects. This strategy aims not only to minimize exposure to exogenous 

shocks, but also to expand local private businesses and to reduce inequalities across the 

archipelago. A big challenge facing the country is to support a more balanced growth while 

addressing certain macroeconomic vulnerabilities deepened during the recent global crisis.    

 

This study reviews the industrial policy approach applied in The Bahamas and focuses the 

analysis on those PDPs affecting a targeted group of two economic activities - tourism and 

agricultural sector-, both related to the goal of diversifying the economy. The main objectives of 

this project are: a) to analyze whether existing PDPs are justifiable in terms of the market or 

government failures they address; b) to understand the main binding constraints to growth of 

each selected sector in order to identify if PDPs applied are those required to overcome 

restrictions; c) to evaluate the institutional arrangements involved in the design, implementation 

and evaluation of the policies; and d) to elaborate guidelines that should be considered for the 

redirection of the PDPs. The analysis is done taking into account the changing scenario that is 

coming due to The Bahamas’ WTO accession in the near future. 

 

The paper is organized as follows: Section 2 presents a description of the performance of the 

economy of The Bahamas, its strengths and weaknesses, the main characteristics of the private 

sector and the main challenges to achieve a sustainable development for the long term. Section 3 

examines the general picture of PDPs traditionally applied in The Bahamas, highlighting recent 



policy initiatives or in agenda, and characterizing them according to their dimension 

(horizontal/vertical) and channel of intervention (public input/market intervention). The analysis 

then focuses on the PDPs affecting the two targeted sectors: tourism and agribusiness, following 

an industrial cluster approach (Section 4). The last section (Section 5 is still in progress) will 

include main conclusions of the study and recommendations for the redirection of the PDPs 

(instruments, failures to address/constraints to overcome, institutional settings, etc.). The 

qualitative data used in this study was collected in a series of meetings hold with relevant 

stakeholders on November of 2013, which are listed in Annex I. Annex II contains a brief 

description of the Growth Diagnostic Model approach used to analyze the binding constraints for 

developing the selected sectors. 

 


