
GRENADA
Table 1 2022
Population, million 0.1

GDP, current US$ billion 1.2

GDP per capita, current US$ 9901.8

School enrollment, primary (% gross)a 106.9

Life expectancy at birth, yearsa 74.9

Total GHG emissions (mtCO2e) 2.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2018); Life expectancy
(2020).

Economic recovery, supported by contin-

ued fiscal reforms, is expected to help

Grenada return to the Fiscal Responsibil-

ity Act in 2023, after a three-year suspen-

sion. However, risks to the economic out-

look remain substantial due to the linger-

ing impacts of the pandemic and rising

global economic uncertainties. Reforms

are critical to mitigate fiscal risks includ-

ing in the pension system; continue en-

hancing climate adaptation and mitiga-

tion; sustain growth and build resilience

in the tourism sector through skill devel-

opment; improve the business environ-

ment and enhance infrastructure.

Key conditions and
challenges

Grenada outperformed its regional peers
before the pandemic, achieving higher
growth and lower public debt while making
substantial progress in poverty reduction.
The strong performance was underpinned
by a series of pro-growth reforms initiated
around 2014. The Fiscal Responsibility Act
(FRA), adopted in 2015, provided a strong
fiscal anchor and helped lower public debt
from 90 percent of GDP in 2015 to 58.5
percent in 2019. Sustained reforms allowed
for better resource allocation to cushion
shocks, strengthen climate resilience, and
invest in human capital projects. Real out-
put growth in Grenada averaged 3.9 per-
cent annually between 2015-2019, resulting
in poverty rates (measured at the national
poverty line) going down from 37.1 per-
cent in 2008 to 24.8 in 2018.
However, vulnerabilities remain mainly
due to the intrinsic challenges of a small is-
land developing state (SIDS), severely ag-
gravated by the pandemic and Russia’s in-
vasion of Ukraine. As a SIDS, Grenada's
economy relies heavily on tourism, a sec-
tor that is deeply affected by the global
business cycle and natural disasters. The
resulting high economic volatility dispro-
portionately affects the poorest and the
most vulnerable groups, especially
women. The private sector and households
have limited access to finance to cushion
the external shocks and invest in new op-
portunities. The pandemic led to a sharp

economic contraction of 13.8 percent in
2020, with sizable and durable negative
impacts on poverty and equality. The fe-
male unemployment rate went from 18.3
percent in 2019-Q4 to its highest level in
2020-Q2 at 30.6, while poverty (measured
at the national poverty line) is estimated to
have risen to 31.7 percent in 2020. The pan-
demic also increased public debt to above
70 percent of GDP in 2020 and narrowed
the fiscal space to mitigate economic
volatilities and support resilient growth.
To sustain growth and reduce poverty,
further structural reforms are needed to
strengthen social protection, build climate
resilience, and provide higher value-added
tourism services through skills training
and improvements in the business envi-
ronment. The government has announced
a comprehensive reform agenda in the re-
cent inaugural budget speech; but the re-
forms should be rolled out in a fiscally ac-
countable manner and take into account
the capacity constraints of the government
to ensure the sustainability and effective-
ness of the programs.

Recent developments

Economic activity and poverty improved
gradually in 2021 and 2022, fueled primar-
ily by the strong resumption of tourism.
Stayover visitors increased by more than
200 percent from 2021 to 2022 but re-
mained 18 percent below the 2019 level.
The implementation of both public and
private construction projects also con-
tributed positively to growth in 2022.

FIGURE 1 Grenada / Key macroeconomic variables
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2020 excluded the Grenlec related payment of EC$162 million.

FIGURE 2 Grenada / Annual average inflation
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These positive developments were partial-
ly offset by the losses in agriculture due
to extreme weather and fuel-related higher
costs; and the decline in enrollment in St.
George’s University, the largest contribu-
tor of private education. Inflation reached
6.1 percent y/y in 2022, significantly im-
pacting households' purchasing power
and undermining food security, especially
among the most vulnerable. Despite gov-
ernment measures to mitigate the in-
creased cost of living, such as providing in-
come support and lowering the cost of fu-
el and basic food items, poverty (measured
at the national poverty line) is estimated to
have remained above pre-pandemic levels
at 29.4 percent.
The current account deficit is estimated to
have widened in 2022, as increased im-
port demand and higher prices of im-
ported goods exceeded the recovery in
tourism-driven exports. Remittances are
estimated to have slowed down from the
peak during the pandemic, possibly
caused by the inflationary pressures and
the weaker Euro, which eroded migrants’
real income. The continued strong Citi-
zenship-by-Investment (CBI) inflows and
a pick-up in the Foreign Direct Invest-
ment (FDI) helped finance the external
deficit, together with additional loans
from multilateral and bilateral develop-
ment partners. Foreign reserves are es-
timated to have improved in 2022 to
around 4.9 months of imports.
The government is estimated to have
maintained a fiscal surplus in 2022. Tax
revenue is estimated to have outperformed
the budgeted amount by EC$140 million (4
percent of GDP), leading to a 20 percent in-
crease from 2021, owing to the economic

recovery and higher prices. Grant receipts
reflected a one-off grant received from St.
George’s University of EC$81 million and
another from Saudi Arabia for EC$27 mil-
lion. These improvements more than com-
pensated for the one-off pension-related
payment of EC$85 million and other ad-
ditional expenditure measures to mitigate
the inflationary pressures on the poor pop-
ulation. The estimated surplus of 0.9 per-
cent of GDP and higher nominal GDP
growth lowered public debt significantly
from 70.8 percent of GDP in 2021 to 63.7
percent in 2022.

Outlook

Real output growth is projected to be mod-
erate, averaging 3.2 percent over the medi-
um term, lower than the 5-year pre-pan-
demic average. Tourism is expected to con-
tinue to rebound, especially from cruise
and yacht visitors. Enrollment at St
George’s University is expected to increase
owing to additional scholarships and
course offerings. The outlook for agricul-
ture is favorable given the expected sup-
port for training, technology, and mech-
anization. Several ongoing and planned
public and private sector projects will con-
tribute to a growth in construction. Despite
all this, these positive factors are expected
to be partially offset by the continued im-
pacts of elevated food and fuel prices and
dampened growth in the main tourism
source countries, US and UK. In accor-
dance with the moderate economic expan-
sion, unemployment, and poverty are ex-
pected to continue to decline, although

poverty is not expected to return to pre-
pandemic levels in the medium term. In-
flationary pressures will gradually abate
compared to 2022 but remain elevated
above historical levels as broad-based in-
flationary pressures persist.
A return to the FRA is expected in 2023.
On the expenditure side, the plan to cau-
tiously increase government capacity will
increase the wage bill, the size of which
will be contained by the ceiling of 9 per-
cent of GDP under the FRA. Additional an-
nual obligations related to the pension rul-
ing will add another 0.7 percent of GDP to
expenditures, compared to pre-pandemic
levels. Additional measures to boost eco-
nomic recovery, including tax incentives
for digitalization and tax exemptions on
key food items, will create revenue losses.
Continued recovery in tax revenue collec-
tion, expected strong CBI inflows, and ad-
ditional revenue enhancement measures,
such as environmental levies and taxes on
cigarettes and alcohol, are expected to off-
set the additional spending and maintain a
primary balance above the FRA target over
the medium term, though below the pre-
pandemic average of 5.3 percent between
2015-19. Public debt will continue declin-
ing and reach 60 percent of GDP by 2026.
Risks to the outlook are substantial and in-
clude a steeper-than-expected deceleration
of tourism markets, faster tightening of fi-
nancial conditions, and natural disasters. A
sudden rise in pension liabilities poses an
important downside to fiscal sustainability.
The government’s recent announcement to
increase the contribution rate and raise the
retirement age, and the planned pension re-
form will help improve the financial posi-
tion of the pension system.

TABLE 2 Grenada / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -13.8 4.7 5.8 3.5 3.3 2.9

Real GDP growth, at constant factor pricesa -13.7 4.7 5.8 3.5 3.3 2.9
Agriculture -14.5 11.8 -6.3 2.6 1.8 2.1
Industry -14.8 4.9 4.2 3.5 2.9 3.4
Services -13.4 4.1 7.3 3.6 3.5 2.8

Inflation (Consumer Price Index) -1.2 2.2 6.1 2.9 2.3 1.8
Current Account Balance (% of GDP) -16.4 -13.1 -16.7 -12.9 -11.1 -10.4

Fiscal Balance (% of GDP)b 1.2 0.3 0.9 2.0 2.3 2.6
Revenues (% of GDP) 28.1 31.6 32.6 31.2 31.0 31.2
Debt (% of GDP) 71.4 70.8 63.7 61.7 59.9 56.9

Primary Balance (% of GDP)b 3.1 2.2 2.5 3.6 3.7 3.9

GHG emissions growth (mtCO2e) -13.5 4.0 1.7 1.5 0.4 0.4
Energy related GHG emissions (% of total) 13.6 13.6 13.6 13.6 13.5 13.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Growth projections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine roll-out and the recovery in tourism.
b/ The estimates for the fiscal balance and primary balance for 2020 excluded the Grenlec-related payment.
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