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1.0 BACKGROUND  

The lingering effects of the global financial crisis, the low reserves, and increasing debt burden points 

to the ongoing challenges the Government of Barbados faces.  These challenges create a twofold 

dilemma - primarily reflecting the need to contain the level of government expenditure whilst 

ensuring adequate provisioning for the poor and vulnerable.   

To overcome this dilemma, Barbados must embark on strategic structural initiatives aimed at 

enhancing the revenue intake whilst seeking to expand its resource base in a sustainable manner over 

the medium to long term.  Without such, the proverbial deficiencies in financing development will 

continue to plague the operations of the government.  To this end, the Government of Barbados will 

be engaging the services of consultants to undertake a Domestic Resource Mobilisation Programme 

aimed at expanding and strengthening the flow of taxes to the treasury department.   

Strengthening the domestic tax collection framework will also serve as an essential conduit to 

fulfilling the post-2015 Sustainable Development Goals (SDG).  In particular, the emphasis placed on 

sustainable revenue sources inevitably will help streamline greater fund provisions to finance SDG 

initiatives surrounding investment and development, poverty alleviation, and the delivery of essential 

public services in health, education, and infrastructure.  The enhanced taxation framework will also 

serve as a critical mechanism to provide reliable and sustainable sources of revenues to promote 

growth and to facilitate critical investment and development corridors on this island.  The broad 

fulfilment of these desires will offer the opportunity to reduce the country’s aid dependence for 

development.   

This Terms of Reference underscores the initiatives to be conducted under the consultancy to mobilise 

domestic resources sources by incorporating the informal sector into Barbados’ formal tax structure. 

1.1 The Informal Sector in Barbados 

The population of Barbados estimated at June 2015, is 274,600 persons.  These individuals have 

sought to sustain a standard of living and to provide for their households, through the formal or 

informal economy. For three decades the size of the informal economy has been discussed, and 

attempts have been made to provide an overview of the contributions and deficiencies within the 

economy. For this reason, the informal economy has not only attracted the attention of policymakers 

in Barbados, but also international agencies such as the International Labour Organization (ILO)
1
.   

The last decade, in particular, has seen growth in the informal economy which has been fuelled 

mainly by agricultural activities, but as time progressed, this sector now caters to various needs of the 

community to supply a good or service that is in demand. Economic informality is a function not only 

of hindrances to exchange, but also of the dominance of the agricultural sector in various economies
2
. 

                                                      
1 International Labour Office (2007), “The Informal Economy”, For Debate and Guidance, Fourth Item on the Agenda, 298th 

Session, Committee on Employment and Social Policy. 

2 Vuletin, G. (2008). “Measuring the Informal Economy in Latin America and the Caribbean. “International Monetary Fund. 

Washington, DC: IMF. 
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The contention is that a significant amount of the incomes generated by the agricultural sector goes 

unreported in national statistics because of the minimum enforcement capacity of government in areas 

where agricultural activities tend to be most prevalent.  This problem is not specific to the agricultural 

sector alone, but due to the intricacies of the business environment and advances in technology; and 

therefore now pervades all sectors of the modern economy today.  The nature of the informal 

economy is such that: 

1. there are no restrictions to the entry or exit of this economy; 

2. one is able to determine the hours of operations for the business venture; and 

3. operation within the economy can take place at any location as long as there is a need for the 

product or service.   

Despite some attempts by researchers, by its nature, it is inescapably difficult to authoritatively define, 

observe, study, or measure the informal economy
3
.  Given the elaborate structure of this phenomenon, 

the simplest definition that can be used for the informal economy might be, “any business transaction 

which generates economic activity and eludes government regulation.”  Extraordinary in nature, the 

regulations within the economy are constantly changing, and given the negative correlation that exists 

between the formal and informal economy, economic activity can shift daily.   

Given this negative correlation between the formal and informal activity, it is imperative that 

policymakers mainstream efforts to modernise
4
 the informal sector for the purpose of producing 

improved national statistics.  Such an initiative would improve the fiscal stance of the country thereby 

lending to an improve investment grade by rating agencies such as Moody’s and Standard and Poor’s.   

Furthermore, given the economic activity that is generated by persons within this economy, it is 

paramount to gauge, for varying reasons, the degree to which governmental organisations, future 

policy implementations and the impact such policies will have on the growth and development of the 

Barbados economy.  While this assessment was done from various viewpoints
5
, previous studies have 

only managed to glean estimates of the size of the informal sector, with an estimated growth from 

around 21% in 1988 to 38% in 2007
6
. However, a more comprehensive framework is required to 

operationalize the modernization of the sector, the principle of which this TOR is based.  

1.2 Rational for the need of economic assessment of the informal sector in Barbados  

Given the current economic climate of the Barbados economy, all resources should be managed 

efficiently and effectively to curb expenditure in order to reduce the present budget deficit, which was 

estimated at the end of fiscal year 2015/16 at 8.3 per cent of GDP.  There was an improvement in 

fiscal outturn on account of significant boosts in revenue earnings and gradual reductions in total 

expenditure.  Having highlighted the fiscal position of the country, given the absence of regulation in 

the informal economy, there is need to streamline efforts in expanding and improving tax revenue 

collections from all sectors of the economy.   

The Barbados Growth and Development Strategy 2013-2020 outlines a path of reform critical to the 

country’s sustainable economic, human and social development.  Incorporating the informal sector 

also forms part of the objective of securing a sustainable future over the planning horizon 2013-2020. 

For too long, the informal economy has made an undocumented, but meaningful contribution to the 

growth of the economy. In this regard, growth would be underestimated in most formal reports. By 

incorporating this sector into the formal economy, a progressive tax would be able to generate 

revenue for the economy to reduce the fiscal deficit.  In order to support the Barbados Growth and 

Development Strategy 2013-2020, a detailed structure of the informal economy should be 

                                                      
3  Hart, K. (1973), “Informal Income Opportunities and Urban Employment in Ghana”, The Journal of Modern African 

Studies, Vol. 11, No.1, pp. 61-69, Cambridge University Press. 

4  Modernization in this document refers to incorporation of the informal economy to the formal sector. 

5  Prescod, R. (1986) “The Underground Economy in Barbados.”  Central Bank of Barbados Working Paper; a Preliminary 

Report. 

6  Greenidge, K., Holder, C., & Mayer, S. (2009). “Estimating the Size of the Underground Economy in Barbados”, Central 

Bank of Barbados Working Paper, Business, Finance & Economics In Emerging Economies, Vol. 4 No. 1. 



3 

documented, and an operational framework established to streamline the formal incorporation of these 

players into the tax administration system.       

The current size of the informal economy can be considered relatively large, and therefore lends 

tremendous scope for improved national statistics once the informal sector is officially accounted for 

in the national indicators.  The International Monetary Fund Article IV consulting team has made 

reference on a number of occasions to the inconsistencies of National Accounts Statistics, which 

informs the GDP figures.  While there are efforts on-going to improve national statistics through 

consultancies funded and or provided by Caribbean Regional Technical Assistance Center 

(CARTAC), there is a need to holistically account for all economic agents in the economy.   

The unemployment rate also plays an intimate role in assessing those persons absent from the labour 

force.  This is particularly so given the inverse relationship between the formal and informal 

economy. An assessment of the informal sector will aid the Government of Barbados to appropriately 

measure and produce improved employment statistics.  In the pursuit of fostering global 

sustainability, the Doha Declaration on Financing for Development confirmed the need to strengthen 

efforts to enhance tax collection with the view of supporting sustainable development and inclusive 

growth.    Barbados, over the years, has adopted a number of international best practises emanating 

from such conventions as they promote a framework conducive to achieving national development 

priorities as contained in the current Post-2015 Sustainable Development Goals (SDG).  These 

priorities, inter alia, seek to promote sustainable revenue sources, which inevitably will help 

streamline greater fund provisions to finance SDG initiatives on investment and development, poverty 

alleviation, and the delivery of essential public services in health, education, and infrastructure.  

Barbados, in this regard, remains committed to working with all partners whether public and private 

to establish a framework conducive to achieving national development priorities. 

The Government of Barbados, over the medium-term horizon, through this endeavour, among others, 

will seek to strengthen the foundation for economic growth while providing an enabling environment 

for an improved DRM framework in Barbados.  This study seeks to achieve this through adopting tax 

policies, following good administrative procedures, and building capacity to combat domestic and 

foreign sources of tax base erosion.  The results of this study will serve to assist the Government in 

determining strategies to implement within this sector to explore the economic potential of additional 

revenue to alleviate the budget deficit.  However, broad stakeholder involvement will be critical to 

realising the desired outcomes of this project initiative. 

 

2.0    DESCRIPTION OF ASSIGNMENT 

2.1 Global Objective 

The global objective of the consultancy is to provide a framework for the effective mobilization of 

domestic resources for the purpose of sustainable economic development.  This initiative will be 

undertaken through a comprehensive economic assessment of the informal economy and means 

through which the sector can be modernized. This procedure would assist in the efficient execution of 

the Domestic Revenue Mobilization process. 

2.2 Specific Objectives 

The specific objectives of the consultancy are to: 

1.   Complete qualitative and quantitative assessment of the informal economy which also seeks 

to provide a profile of the informal sector including, but not limited to:  

a. the nature and type of employment (casual, temporary, unpaid etc.) and how these 

‘unofficial’ employment activities may reduce unemployment figures registered, 

b. the level of underemployment and the nature and type of unofficial earning strategies (tax 

evasion, tax avoidance, avoidance of labour regulation, and other government or 

institutional regulations, non-registration of companies, activities not registered by the 

statistical office) 



4 

c. identify a national policy and the constraints which are associated with domestic resource 

mobilization and propose measures, which are applicable to the Barbados business 

environment, in an attempt to strengthen domestic resource mobilization and stimulate the 

economy of Barbados. 

d. Conduct an analysis of the economic potential of the informal economy and its spill-over 

effects to economic agents within the formal sector. This analysis should be categorized 

by sectors.  

2.    Design a comprehensive cost-benefit analysis report, to determine the effectiveness of 

modernizing the informal sector, or whether the sector functions separately as is. 

3.    Reflect the total contribution of varying economic agents in the informal economy in the 

production of various national statistics. 

4.   Ensure an oversight committee is established to facilitate the coordination and implementation 

of the project initiatives contained in this terms of reference from inception to the completion. 

5. Develop a comprehensive strategy for the next five years, which is conducive to the 

sustainable modernization of the informal sector to the formal economy.   This strategy 

should include but not limited to: 

a. Operational Framework, which defines, identifies, and outlines the administrative 

framework surrounding the modernization of the informal sector. 

b. The conceptualization of domestic resource mobilization strategies and the process 

through which Barbados can incorporate such strategies into Barbados’ Growth and 

Development Strategy.  This would promote and incentivize the contribution to financial 

resources to fund programs targeted at sustainable development. A promotional 

framework targeting members of the social partnership. 

2.3 Requested Services 

The requested services for the consultancy are to: 

1. Conduct economic analysis pertaining to the level of business activity demanded by the informal 

sector  

2. Collaborate with the Barbados Statistical Service to identify areas of business activity not 

appropriately captured by the national accounts according to ISIC coding 

3. Identify strategic options to regulate the informal sector, tracing the different approaches to 

formalising he informal activities, to facilitate their full integration into the modernisation process 

4. Formulate an economic model to forecast the impact on key economic and social variables 

including revenues, fiscal deficit, economic growth, inflation and unemployment.  This forecast 

horizon should be conducted over the medium term horizon 2017 to 2020. By developing such a 

strategy, officials can implement directives at present to curb the predicted effects postulated by 

the model. 

5. Conduct an overview of the essential governmental agencies which this study will impact. 

6. Determine what technical and administrative resources would need to be supplied to co-ordinate 

the prospective strategies for the informal sector targeting the pre-existing weaknesses. 

Organisation and Methodology 

The offers submitted must include a concise methodology to be used in the achievement of the project 

objectives of no more than five (5) pages. An initial work plan should also be submitted. 

Interviews 

The Delegation of the European Union reserves the right to carry out telephone interviews in the 

selection of experts.  
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2.4 Required Outputs 

Under the direct supervision of the Economic Affairs Division, the national consultant will: 

 

1. Provide a qualitative and quantitative study accompanied by a comprehensive baseline survey 

report (both electronic and signed hard copy) consisting of desk review findings, baseline 

database of the size and composition of the informal sector. 

2. Comprehensive operational framework detailing the policies, programmes options and proposed 

strategies to be undertaken in modernising the informal sector. 

3. Establish an oversight committee, which will be responsible for overseeing the coordination and 

implementation of the project initiatives contained in this terms of reference from inception to the 

completion. 

2.4.1 Specific Reports and Tools 

In addition to the standard reports, the following specific reports are required for fulfilment of the 

stated objectives and required services: 

1. A Monitoring and Evaluation Tool. 

2. An Economic Assessment Report on the real and potential impact of informal economy in 

Barbados. 

3. A Financial/Informal Simulation Model and Associated User-Guide. 

4. A report which details a Five-Year Strategy that sets out recommendations to guide Barbados’ 

efforts to realise the economic potential of assisting this economy in relation to regulation and the 

implementation of revenue earning policies to generate income for the country. 

5. A report that sets out a Comprehensive Action/Implementation Plan and a Three-Year Promotion 

and Communication Plan with recommendations to support the five-year strategy  

6. A report that proposes a Monitoring and Evaluation Plan to measure and assess the performance 

of the informal sector in providing enhanced regulation services. 

2.4.2 General Reports for the Consultancy  

The following standard reports are required for this consultancy: 

1. An Inception Report that describes the consultants understanding of the TOR, a description of the 

proposed methodologies and a work plan to support the execution of the consultancy. 

2. An Interim Report. 

3. Financial / Education Simulation Model 

4. Specific Reports 

5. A Draft Final Report 

6. A Final Report 

2.5  Subcontracting (to be foreseen or not) 

Subcontracting is not foreseen. 

 

3.0 EXPERTS PROFILE or EXPERTISE REQUIRED 

3.1 Requested Experts and Number of Working Days 

The consultancy envisions the recruitment of the following experts: 

Item Category I Category II 

Number of Experts 1 2 

Duration 40 working days 40 working days each 

 

3.2 Profiles of Experts Required 

The profiles of the key experts for this contract are as follows: 
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Key Expert 1 (Category I): Development Economist and Team Leader – 40 working days 

Qualification and Skills Required 

 The consultant should have at least a Postgraduate degree in economics. 

 Excellent interpersonal and communication skills (written and verbal) of the English 

language, including the preparation of high quality reports 

 Well-developed analytical and research skills 

 Computer literacy in Microsoft Office (Word, Excel, PowerPoint, etc.)  SPSS and or 

equivalent software programmes. 

General Professional Experience 

 At least 12 years' experience in economic analysis, public policy analysis or development 

planning. 

 Practical knowledge and experience in the evaluation or implementation of donor supported 

projects in general and educational initiatives in particular. 

 At least seven (7) years' experience in leading assignments involving econometric 

analysis/quantitative analysis, evaluation and research in the area of development or education 

economics. 

Specific Professional Experience 

 A minimum of five (5) years of broad international experience in Development/ Education 

Economics. 

 A minimum of five (5) years practical and proven experience in designing or evaluating 

public policy, particularly those related to development planning; 

 Practical experience in conducting economic impact/assessment studies, conducting 

institutional assessments, or development planning. 

Key Experts 2&3 (Category II): Economist and/or Statistician – 40 working days 

Qualification and Skills Required 

 A Bachelor’s Degree with accredited hours in statistics and mathematics or Master’s Degree 

in mathematics or statistics. 

 Excellent interpersonal and communication skills (written and verbal) of the English 

language, including the preparation of high quality reports 

 Well-developed analytical and research skills 

 Computer literacy in Microsoft Office (Word, Excel, PowerPoint, etc.)  SPSS and or 

equivalent software programmes. 

General Professional Experience 

 At least six years' experience in economic analysis, public policy analysis or development 

planning. 

 At least five (5) years' in probability theory, calculus, and statistical methods and modelling. 

This is in addition to the algebra, mathematical design, and analysis courses usually 

incorporated in the undergraduate program. 

 Experience in conducting econometric analysis/quantitative analysis, evaluation and research 

in the area of development economics. 

Specific Professional Experience 

 A minimum of three (3) years of international experience in Development/ Education 

Economics. 
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 A minimum of three (3) years practical and proven experience in designing or evaluating 

public policy and conducting economic/financial analyses of education systems. 

 Practical experience in conducting economic impact/assessment studies, conducting 

institutional assessments, or strategic planning for the education sector or development 

planning. 

 

4.0 LOCATION AND DURATION 

4.1 Starting Period 

The intended commencement date is 2 May 2017 and the period of implementation of the contract 

will be 3 months from this date. 

4.2 Foreseen Finishing Period and Duration 

It is expected that the services will take 3 months with a projected end date of July 2017.  

4.3 Planning 

It is expected that this consultancy should involve at least two missions, which should properly be 

reflected in the budget. These missions should accommodate the necessary consultations with 

stakeholders and the presentation and review of the expected outputs.  Approximately 5 days of the 

consultancy may be home-based for each of the key experts.  Experts are allowed to consider 

Saturdays as working days provided that no specific meetings are planned with public officers.  Work 

on official holidays will require the prior approval of the EU Delegation.  

The indicative breakdown of working days for this assignment is as follows: 

 Expert 1 Expert 2 Expert 3 

Number of missions 2 2 2 

Work on location in Barbados 35 35 35 

Work from home 5 5 5 

Total working days 40 40 40 

 

Work-plan, time, and location management, organisation of the team members, allocation of the 

duties among the experts for the efficiency and success of the assignment and reporting is the 

responsibility and duty of the Team Leader, on behalf of Consultant. At the beginning of the 

assignment, the Consultant should prepare and submit a detailed work schedule and sequencing of 

inputs for successful completion of the assignment.  

Where workshops are involved, these should cater for average of 20-25 participants. 

4.4 Location of Assignment 

The location for the assignment is Bridgetown, Barbados.  The Consultants are expected to work the 

assignment time in Barbados. 

 

5.0 REPORTING 

The consultants are expected to submit the following reports according to the prescribed format and 

timelines. 

Deliverable Content Time of Submission 

Inception Report  A report that describes the consultants’ 

understanding of the TORs and will include a 

detailed work plan (including methodology to be 

used for conducting the economic assessment of 

Inception Report 3 

weeks after start of 

consultancy 
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Deliverable Content Time of Submission 

the real and potential impact of the informal sector 

on the Barbados economy) along with a schedule 

of activities of the team.   

Interim Report This report will provide a progress update on the 

execution of the work plan 

Mid-way through the 

consultancy 

Financial/Education 

Simulation  Model 

Software application using MS Suite and 

associated user guide. 

No later than one 

month before the end 

of the contract period.   

Specific Reports These reports should be presented as stand-alone 

documents and combined as annexes to the draft 

final and final reports. 

No later than two 

weeks before the end 

of the contract period 

Draft Final Report Inclusive of executive summary, main text, 

annexes, etc.  This report should be submitted no 

later than two weeks before the end of the period 

of the consultancy.  The report should include the 

results of all the activities performed during the 

consultancy and should address all the activities in 

the objectives of the TORs.   

No later than two 

weeks before the end 

of the contract period.   

 

Final Report This Report contains the same specifications as the 

draft final report, incorporating any comments 

received from the concerned parties on the draft 

report.  The detailed analyses which underpin the 

consultants’ recommendations will be presented in 

annexes to the main report. 

No later than one 

month subsequent to 

the completion of this 

assessment. 

 

5.1 Language  

All reports prepared and other documents prepared under the assignment should be in English. 

5.2 Submission/Comments Timing 

All reports must be simultaneously submitted to the European Union Delegation, the Office of the 

National Authorising Officer, and the Permanent Secretary, Economic Affairs Division, Ministry of 

Finance and Economic Affairs for review and approval.   

The EU Delegation, NAO, and Ministry will have 20 working days to provide comments to the Draft 

Reports and 20 working days for Final Reports. 

The consultants will then have to submit the revised reports within five calendar days of receiving the 

comments from the EU Delegation.  The consultants shall finalise the report by taking into account 

the comments and recommendations received. 

The European Union will be responsible for the issuance of final approval of all reports in 

consultation with the National Authorising Officer, and the Permanent Secretary, Economic Affairs 

Division, Ministry of Finance Economic Affairs. 

5.3 Number of Report(s) Copies 

The consultant shall submit three printed copies and one electronic copy via email of all reports 

(including the Final Report) to the EU delegation. 

 

6.0 INCIDENTAL EXPENDITURE 

The payment of professional fees shall be executed against deliverables that are consistent with the 

standards established by the terms of the contract. Reimbursables will be paid against receipts for the 

same. 

The costs of any workshops to be organised should be foreseen under the reimbursables.  Two 
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workshops should be envisioned with approximately 20-25 participants each. 

 

7.0 MONITORING AND EVALUATION 

Specific performance measures are the quality of the advice, documents, and workshop facilitation 

provided by the experts to the beneficiary. The level of satisfaction of the beneficiary and the key 

persons of the concerned departments will be used as an indicator of success of this consultancy. 

 

 


