BARBADOS

Barbados’ tourism-dependent, import-heavy economy
remains exposed to external and climate shocks. Growth
cooled in 2025 as domestic demand normalized, but with
stable prices, resilient tourism, job creation, and modest
fiscal gains, while poverty continued to fall. Public debt,
though easing, still limits fiscal flexibility, prompting the
continuation of priority reforms to foster green energy,
diversification, and stronger safety nets.

Key conditions and challenges

Barbados confronts structural vulnerabilities typical of small island
economies. The country's heavy reliance on tourism and imports
amplifies exposure to natural disasters and external financial
shocks. After more than six decades without hurricanes, Barbados
experienced two in 2021 and 2024, underscoring rising natural dis-
aster risks. While public debt has been declining, it remains elevat-
ed, imposing sizable debt service obligations and constraining fis-
cal space. In response, the authorities are implementing the Bar-
bados Economic Recovery and Transformation (BERT) 2026 plan
that targets a reduction in public debt to about 60 percent of GDP
by FY2035/36. The program also supports green energy transition,
economic diversification, enhanced competitiveness, investments
in education and health, affordable housing, and strengthened so-
cial protection systems.

In 2016/17, the latest available data, 15.8 percent of Barbadians
lived on less than US$8.30 per day (2021 PPP). While the Gini
coefficient was relatively low, at 34.1, differences between popu-
lation groups persisted: poverty was higher for women and chil-
dren as well as in households whose heads were not working,
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underlining the importance of productive jobs. By 2022, approx-
imately 6 percent of the total population received support from
the National Assistance Program. Meanwhile, the National Insur-
ance Scheme faces long-term sustainability challenges due to ris-
ing old-age pension costs driven by an aging population.

Recent developments

Growth moderated in 2025 as domestic demand normalized and
external conditions shifted. Real GDP is estimated to have expand-
ed by 2.7 percent, slowing from 3.4 percent in 2024. Activity was
supported by tourism, construction, business and other services,
and agriculture—where strong poultry and crop output offset
weaker performance elsewhere. Services were buoyed by hospital-
ity and related activities, while construction benefited from ongo-
ing public and private projects. Tourism set new records in 2025
with long-stay arrivals up 3.3 percent from 2024 and cruise tourism
arrivals up 0.7 percent.

Inflation pressures eased further. Headline inflation fell to 0.7 per-
cent (from 1.7 percent in 2024), largely on lower international oil
and freight costs. Toward year-end, housing and utilities began
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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adding modest upward pressure, but overall price dynamics re-
mained benign, supporting real incomes under the currency peg.

The external position weakened. The current account deficit
widened to 7.5 percent of GDP (from 3.8 percent in 2024), as the
merchandise trade deficit increased on higher imports—vehicles,
food, and construction inputs—and lower exports, including fuel
re-exports and processed foods. Nevertheless, external buffers re-
mained adequate: international reserves stood at 27.4 weeks of
import cover.

The overall fiscal deficit narrowed despite stronger capital spend-
ing to 0.5 percent of GDP (from 0.7 percent in 2024), while the pri-
mary surplus stayed nearly flat at 4.1 percent of GDP, supported
by value-added tax, corporate income taxes, and import duties. Ro-
bust public investment in infrastructure, hospitals, and tourism-re-
lated projects lifted capital expenditures in line with recent policy
priorities. Public debt declined to 93.3 percent of GDP (from 100.1
percent in 2024), reflecting growth, statistical rebasing effects, and
sustained primary surpluses.

While unemployment dropped to 6.6 percent in Q3 2025, down
from 7.1 percent in Q3 2024, the labor force participation rate
fell from 65.8 percent to 63.6 percent over the same period, re-
vealing a mixed picture for the labor market. Wholesale and re-
tail trade and accommodation and food services remained the
largest employers. In June 2025 the government increased min-
imum wage by 23.5 percent, potentially boosting earnings for
wage-employed individuals at the bottom of the earnings distri-
bution. With growth slowing but inflation abating too, poverty is
projected to drop. The share of Barbadians living on less than

US$8.30 2021 PPP per day is estimated to have declined from
19.7 percent in 2021 to 12.6 percent in 2025.

Qutlook

Growth is expected to strengthen gradually, averaging 2.9 percent,
supported by sustained tourism expansion, major infrastructure
projects, and investment under the BERT 2026 program. As bot-
tlenecks ease and capacity expands, construction and market ser-
vices should remain robust.

Inflation is forecast to edge up but remain contained, reflecting
firmer domestic demand and some pass-through from utilities
and housing costs. Unless the March 2026 spike in energy prices
proves long-lived, the current account deficit is projected to nar-
row gradually on the back of strong tourism receipts and be fi-
nanced by robust investment inflows. International reserves are
expected to remain adequate.

Fiscal performance should slightly deteriorate to -0.8 percent of
GDP in 2026 as a result of fiscal measures in response to the in-
crease in oil prices and improve moderately after despite contin-
ued capital outlays. The primary surplus is expected to stay around
4 percent of GDP, supporting a gradual decline in public debt.

Risks are tilted to the downside, including higher commodity
prices, weaker global growth, tighter financial conditions, climate
shocks, and delays in large projects. Upside risks include stronger
tourism, accelerated infrastructure execution, and reforms that im-
prove the business environment and raise potential growth.

Recent history and projections 2023 2024 2025e 2026f 2027f 2028f
Real GDP growth, at constant market prices 1.8 3.4 2.7 2.7 3.0 3.1
Real GDP growth, at constant factor prices 2.7 2.5 2.7 2.7 3.0 3.1
Agriculture 12.6 -4.2 12.0 0.0 0.5 0.5
Industry -4.0 5.0 1.1 2.0 2.0 2.0
Services 3.7 2.3 2.8 2.9 3.2 3.3
Employment rate (% of working-age population, 15 years+) 58.4 58.2 58.2 58.2 58.2 58.2
Inflation (consumer price index) 3.2 1.7 0.7 1.7 2.0 2.2
Current account balance (% of GDP) -7.7 -3.8 -7.5 -6.3 -5.8 -5.4
Fiscal balance (% of GDP) -1.4 -0.7 -0.5 -0.8 -0.1 0.0
Revenues (% of GDP) 234 26.1 254 25.0 254 25.3
Debt (% of GDP) 103.0 100.1 93.3 92.0 89.9 87.0
Primary balance (% of GDP) 3.5 4.2 4.1 3.4 4.1 4.0
International poverty rate ($3.00 in 2021 PPP)2 1.5 1.5 1.5 1.5 1.4 1.3
Lower middle-income poverty rate ($4.20 in 2021 PPP)2 3.0 2.8 2.8 2.6 2.3 1.9
Upper middle-income poverty rate ($8.30 in 2021 PPP)"> 13.8 13.5 12.6 12.0 11.3 10.7
GHG emissions growth (mtCO2e) 1.6 0.8 0.6 0.7 0.8 0.8

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on CONLAC harmonization, using 2016-BSLC. Actual data: 2016. Nowcast: 2017-2025. Forecasts are from 2026 to 2028.
2/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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