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   Executive Summary 
 

 

The 2026 Middle East conflict is rapidly transmitting to Barbados and the Eastern Caribbean 

through several channels such as the soaring energy costs and rising food prices, softening 

tourism demand, fertilizer and agricultural disruption, and the resultant macro-financial stress. 

Three consecutive shocks, COVID-19, the Ukraine war, and now this crisis, have exhausted fiscal 

buffers and left governments with far less room to respond than they had in 2020 or 2022. Public 

debt exceeds 80 per cent of GDP in several Eastern Caribbean states while debt service is 

consuming 20–30 per cent of government revenues. The Eastern Caribbean Central Bank's (ECCB) 

60 per cent debt-to-GDP anchor remains a distant target. Further, the international support that 

defined the COVID-19 response, including social protection support, emergency Special Drawing 

Rights (SDR) allocations, G20 debt suspension and concessional financing, is not expected to 

materialize again. 

 

The agreement announced on June 15 is expected to re-open the Strait of Hormuz and lead, 

hopefully, to further de-escalation and eventual peace. However, the situation is fragile and 

uncertain with long-term peace dependent on wider stability in the region. If the conflict persists 

beyond six months, the UN scenario analysis warns that the Caribbean faces the most acute 

macro-social stress of any Latin-America and Caribbean sub-region, with a risk of a "full-blown 

systemic crisis" under a severe global energy shock. Such risk must be planned for now. 

 

Shocks Without Buffers: The Middle East 
Crisis and What It Means for Barbados and 
the Eastern Caribbean 



 

 
 
The Middle East Crisis and What It Means for Barbados and the Eastern Caribbean 

 

 

This brief recommends a three-track response for the next 18 months: 

 

• Track 1 (0–6 months): Protect the most vulnerable through targeted, time-limited social 

protection; adopt revenue-neutral tax shifts modelled on Barbados's 2022 response; 

activate the Caribbean Community (CARICOM) solidarity mechanisms; expand South-

South and Triangular cooperation with larger more dynamic economies to meet 

development needs; explore debt restructuring for greater affordability; and invoke the 

Antigua and Barbuda Agenda for SIDS (ABAS) as the normative anchor for all International 

Financial Institutions (IFIs) and development partner engagement. 

 

• Track 2 (6-18 months): Accelerate solar, geothermal, and storage investment; protect 

tourism competitiveness; secure the food supply chain through intra-regional trade and 

CARICOM Single Market and Economy (CSME) activation; and drive targeted investment 

in domestic food production to reduce the significant food import bill. This could be 

facilitated through technological and human capital upgrading in the sector to boost 

productivity and increase public sector procurement in schools. There is value also in 

pursuing debt-for-climate swaps structured to support convergence toward the ECCB’s 

60 per cent target. If the conflict persists, governments could consider activating pre-

agreed fiscal emergency frameworks, negotiate emergency CARICOM energy supply 

agreements, and engage the IMF proactively for precautionary financing, before a 

balance-of-payments crisis materializes. 

 

• Track 3 (18+ months): The long-term priority is to build institutional architecture that 

reduces exposure to future shocks through deeper regional integration and systemic 

reform. Developing cross-border energy markets, a regional grid, and shared 

procurement systems can lower costs and enhance resilience, supported by investments 

in logistics infrastructure. Expanding intra-regional trade, removing barriers, and 

strengthening CSME will reduce dependence on external imports. At the global level, 

reforms under the Antigua and Barbuda Agenda are needed to ensure fair, vulnerability-

based financial support for small island states. 

 

The UN system's most critical contributions are: expanding shock-responsive social protection; 

fast-tracking technical assistance for the energy transition; strengthening anticipatory action on 

food security; mobilizing innovative financing; and convening a dedicated Eastern Caribbean crisis 

response platform that coordinates governments, the Organisation of Eastern Caribbean States 

(OECS) Commission, the ECCB, the Caribbean Development Bank, and development partners 

around a coherent, sequenced response. 
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Overview 

Since late February 2026, military strikes against Iran and the subsequent closure of the Strait of 

Hormuz have sent shockwaves through the global economy, triggering sharp increases in energy 

prices. Crude oil prices have risen by over 40 per cent and gasoline prices by more than 50 per 

cent in a matter of months.1 For the sub-region (Barbados and the six OECS member states: 

Antigua and Barbuda, Dominica, Grenada, St. Kitts and Nevis, St. Lucia, and St. Vincent and the 

Grenadines), the effects have been immediate and severe. Around 87 per cent of Small Island 

Developing States (SIDS) are net importers of oil and depend overwhelmingly (nearly 98 per cent) 

on imported refined fuel products.2 These SIDS in particular, are among the world’s most import-

dependent, tourism-reliant, indebted and climate-exposed small economies, and thus the crisis 

only serves to entrench their existing structural vulnerabilities. It is estimated that the shock could 

raise the cost for SIDS by USD 4.3 billion yearly and drive a rise in the net import bill of between 

1-2.6 per cent of GDP.3 but also provide an impetus for accelerated reform at various levels. Unlike 

some other countries in the wider Caribbean region, the sub-region comprises of net energy 

importers with no windfall from higher oil prices - only higher costs. The sub-region’s structural 

vulnerabilities compound this exposure: narrow tax bases, high connectivity costs, small domestic 

markets, and heavy reliance on a single sector (tourism) for foreign exchange and government 

revenues. 

 

This brief explains how the crisis is hitting these economies and households, why governments 

have less room to respond than they did during COVID-19 or the Ukraine war, what actions can 

reduce vulnerability now and build resilience over time, and what governments must do if the 

conflict persists over the next 12–18 months. 

How the Crisis Is Hitting Barbados and the Eastern Caribbean 

The Strait of Hormuz carries roughly 20 per cent of global seaborne crude oil and up to 30 per 

cent of internationally traded fertilizers.4 Its effective closure has produced what the International 

Energy Agency describes as “the largest supply disruption in the history of the global oil market.”5 

Brent crude peaked at USD 114.5 per barrel in late March 2026, a 47 per cent  year-on-year 

increase, and the IMF has cut its 2026 global growth forecast to 3.1 per cent, warning that a 

prolonged conflict could trigger a global recession.6 Even with a ceasefire announced in early 

April, supply risks and price uncertainty remain elevated.7 

 

For the sub-region, this is not a distant economic story. It is expected to be transmitted through 

several reinforcing channels: 

 

Energy costs: CARICOM countries import an average of 87 per cent of their oil, more than four 

times the global average, and virtually every island in the sub-region depends on imported diesel 

for electricity generation and transport.8 Higher oil prices translate directly into higher electricity 

tariffs for households and businesses. Further, higher fuel costs will feed through to almost all 

other sectors such as agriculture, manufacturing and tourism contributing to higher inflation and 
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cost of living. In the sub-region, where household electricity bills are already among the highest 

in the hemisphere, this represents an immediate and severe compression of disposable income. 

 

Food prices: The sub-region has cereal import ratios above 86 per cent and near-total food import 

dependence.9 Barbados imports 80–90 per cent of its food requirements, with the food import 

bill reaching BBD$954 million in 2024 (over 20 per cent of total imports), making it highly exposed 

to fuel‑driven transport cost increases.10 Disruptions to fertilizer supply from the Gulf, which 

provides nearly a third of global fertilizer shipments, are raising input costs for the small-scale 

farmers who supply local markets, while pushing up the cost of imported food.11 Also, if a critical 

number of farmers are not able to afford their usual supply of fertilizers, crop yields are expected 

to decline in the next growing season, leading to shortages and higher prices. Analysis conducted 

by the IMF finds that SIDS experience nearly twice the inflation pass-through from global food 

price shocks as other countries, this is particularly concerning as major trading partners have 

already begun to see accelerated inflation (see below).12 Food prices across the sub-region have 

already risen an estimated 55–60 per cent since 2018.13 

 

Tourism revenue: Tourism is the economic pillar of the sub-region, accounting for between 40- 

80 per cent of GDP.14 Higher jet fuel costs will eventually reduce demand among price-sensitive 

travelers as potential recessionary impacts in major markets squeeze disposable incomes and 

reduce discretionary spending on travel. The U.S. consumer price index, which measures inflation, 

rose 4.2 per cent in May from a year earlier. In the month of May alone, prices jumped 0.5 per 

cent.15 A drop in arrivals will compound the energy cost shock with a revenue shock at precisely 

the same time. This represents a double blow that these economies have very limited capacity to 

absorb. 

 

Fertilizer and agriculture: The price of fertilizer in the Middle East and Egypt  rose 19 per cent and 

28 per cent respectively in the first week of March 2026 alone, accompanied by an estimated 3–

4 million tonnes of fertilizer trade disrupted monthly. 16  In 2023, CARICOM agrifood imports 

reached USD 7.1 billion (18.3 per cent of total imports), with only 11.5 per cent  sourced intra-

regionally, highlighting heavy reliance on external (fuel-intensive) supply chains.17 For farmers in 

the sub-region are already operating on thin margins which are at risk of disappearing altogether. 

For example, domestic agriculture in Barbados contributed only 1.9 per cent of GDP in 2024, with 

~90 per cent of farmers operating on plots ≤0.5 ha, indicating limited capacity to absorb rising fuel 

and input costs.18 For farmers already grappling with rising costs and limited access to inputs, this 

could threaten the upcoming planting season and risks increasing food import dependency at the 

worst possible moment. 

 

Weather disruptions: A fifth pressure is forming on the horizon. Climate projections indicate a 61 

per cent probability of El Niño developing between May and July 2026, bringing rainfall deficits 

and extended dry spells that will threaten rainfed agriculture when costs are already elevated.19 

The sub-region is also now in hurricane season which has the potential to cause devastating 

damage as well as astronomical recovery costs given the rising cost of imports, including building 

materials. 

 



United Nations Barbados and the Eastern Caribbean   Policy Brief June 2026 

 

The Middle East Crisis and What It Means for Barbados and the Eastern Caribbean  

5 

Macro-financial stress: This pressure will become dominant if the conflict persists. Analysis 

conducted by the UN Development Coordination Office for Latin America and the Caribbean (DCO 

LAC) identifies three scenarios of escalating severity.20 Even under the most contained scenario, 

the sub-region can expect a growth contraction and inflationary pressure. Under a severe global 

energy shock, the Caribbean faces the most acute macro-social stress of any sub-region in LAC, 

with growth falling 1.0–1.6 percentage points below baseline and inflation rising 2–4 percentage 

points. Critically, the DCO LAC analysis warns that for the Caribbean specifically, prolonged 

disruptions “could result in a full-blown systemic crisis”, a threshold that no other LAC sub-region 

faces. Rising oil import costs can expand current account deficits and put downward pressure on 

exchange rates. This often leads to higher interest rates, stricter credit conditions, and slower 

economic growth, particularly in countries with limited fiscal capacity. 

 

Employment Vulnerability and the Compounding Risk of External Shocks. Tourism directly 

employs 18 per cent of the Caribbean workforce and indirectly sustains a further 43 per cent, with 

over 40 per cent of those jobs informal and disproportionately held by women and youth.21 The 

COVID-19 shock, which cost the region 0.7 million jobs and USD 34 billion in revenue 22 , 

demonstrates that even a conservative 10–20 per cent tourism revenue decline could put 70,000–

190,000 jobs at risk across the sub-region.23  While the Middle East conflict has temporarily 

redirected some travel demand toward the Caribbean, sustained energy-driven inflation in key 

source markets remains a serious threat. The need for structural transformation to develop more 

productive, high value-added activities that can sustain market share in global markets and boost 

export receipts is imperative, as is strengthened social protection frameworks. 

Sectoral Competitiveness Under Threat 

Beyond the immediate household impact, the crisis threatens the productive base of the sub-

region’s two most critical sectors. 

 

Tourism: The sub-region’s tourism product depends on affordable air access and a competitive 

cost-of-doing-business environment. Rising jet fuel costs are being passed through to airfares, 

compressing demand as the sub-region competes with long-haul destinations for visitor spend. 

At the same time, higher electricity and input costs, such as increased food prices, are squeezing 

hotel and restaurant margins, reducing the sector’s capacity to invest in product quality 

upgrading, marketing and workforce retention. If energy costs remain elevated for an extended 

period, the risk is not just a cyclical dip in arrivals. It is a structural erosion of competitiveness 

relative to other sun-and-sea destinations that have lower energy cost bases and newer tourism 

product offerings. 

 

Agriculture and fisheries. The sub-region’s small-scale farmers and fisherfolk are doubly exposed: 

input costs (fuel for fishing vessels and fertilizer for crops) are rising at the same time as household 

purchasing power is falling. Transport and logistics inefficiencies contribute to post‑harvest losses 

of up to 30–40 per cent, compounded by high maritime costs and weak cold‑chain systems—

factors directly exacerbated by rising fuel prices.24 Without targeted support, the agricultural 

sector risks a contraction in the planting cycle that will take more than one season to reverse and 
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will deepen food-import dependency when imports are most expensive. The fisheries sector, 

which provides affordable protein and livelihoods for coastal communities, faces similar pressures 

from higher fuel costs for vessels especially as small-scale fishers can use over 600 litres of fuel 

per ton of catch and are among the least fuel‑efficient operators. These pressures have intensified 

as global fuel prices have risen sharply since 2022. 25  This could eventually lead to higher 

unemployment among the most vulnerable segments of the population.  

Why Governments Cannot Respond as They Did Before 

During COVID-19, governments in the sub-region launched significant fiscal support packages. 

Barbados launched a BBD 20 million Household Survival Programme and provided targeted 

income support for workers in tourism and hospitality.26 Most OECS governments implemented 

emergency cash transfers, food vouchers, and utility payment deferrals. International support 

was also substantial with the IMF providing emergency financing, G20 activating debt 

suspensions, and a USD 650 billion SDR allocation which created temporary fiscal and external 

liquidity space.27 Currently, the capacity for such support is limited. Numerous consecutive shocks 

have exhausted fiscal buffers. Caribbean public debt averaged 77 per cent of GDP in 2020, peaking 

at 82 per cent in 2021, with several Eastern Caribbean states exceeding 80 per cent28 and interest 

rates are higher globally, making new borrowing more expensive.  

 

The IMF warns that “fiscal space is much thinner than before” and that subsidies are “often poorly 

designed, hard to unwind, and extremely costly.”29 International support in 2022 was notably 

more limited than in 2020 (no new SDR allocation, and no G20 debt suspension) and there is no 

guarantee of comparable support now. Equally important, many households are entering this 

crisis in a weaker position. Hurricane Beryl (2024) caused severe damage to agriculture, housing, 

and livelihoods across Grenada, and St. Vincent and the Grenadines, compounding the economic 

damage of previous shocks. The recent WFP-CARICOM analysis concludes that “shocks transmit 

rapidly, recovery is incomplete, and baseline vulnerability is steadily increasing.”30 The response 

this time must restructure through the crisis, not only spend through it. 

Debt Sustainability: A Binding Constraint 

It could be argued that debt in the sub-region is the central structural reason why response 

options are and will continue to be limited without a concerted effort from the multilateral 

development system. Several of the sub-region’ States entered 2026 with public debt around 80 

per cent of GDP and debt service consuming 20–30 per cent of government revenues.31 The 

ECCB’s debt sustainability framework (anchored in the 60 per cent of GDP target) remains a 

reference point, but most member states are well above it and have limited near-term prospects 

for convergence given low growth projections of around 1.8–1.9 per cent for the sub-region.32 

The combination of high debt, high interest rates, and projections of declining growth (driven by 

the increased fuel prices) means that any new deficit-financed spending must be weighed 

carefully against its long-term cost; there is a need to prioritise the most productive spending that 

delivers quality infrastructure and institutions that drives future economic growth. 
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This has several implications at the national and global levels: i) every dollar of fiscal support must 

be targeted, time-limited, and designed to avoid creating permanent expenditure obligations that 

will crowd out future investment; ii) austerity measures may be necessary but these should be 

highly selective - maintaining spending on social welfare and human development, and long-term 

resilience building; iii) debt sustainability assessments need to account for the structural 

vulnerability of states in the sub-region; and iv) the Multidimensional Vulnerability Index (MVI) 

should be mainstreamed as the benchmark tool for assessing country vulnerability and eligibility 

for global concessional financing - reflecting structural vulnerabilities such as the inherent cost of 

size, geography and climate exposure rather than GNI per capita metrics.  

Options for a Three-Track Response Over the Next 6- 18 months and 

beyond:   

All governments in the sub-region are energy importers. The three-track response below is 

designed for this shared reality, while acknowledging that Barbados, as the largest economy and 

the one with the most established policy toolkit, can serve as a model and anchor for sub-regional 

coordination. 

Track 1: Immediate Crisis Triage (0–6 months) — Reducing Vulnerability Now 

The immediate priority is protecting the most vulnerable households from energy and food price 

shocks and supporting businesses to withstand the rising costs of inputs as purchasing power and 

demand decline, without triggering unsustainable deficits.  

 

Target social protection for those who need it most: Deploying means-tested energy vouchers 

and food support using the social registries built during COVID-19 could be used to direct 

resources where most needed. Time-limited cash transfers for transport-dependent workers and 

tourism sector employees (the most exposed to both higher costs and potential job losses) could 

include automatic sunset clauses to prevent permanent expenditure commitments. School 

feeding programmes play a critical stabilizing role during periods of high inflation and constrained 

purchasing power.33 Expansion of these programmes with mandatory local sourcing quotas will 

simultaneously support domestic farmers. Time-limited support would also be of value to 

pensioners on fixed incomes.  

 

Targeted support to informal, and Micro, Small and Medium-sized enterprises (MSMEs): The 

private sector plays a pivotal role in fields such as the energy transition, tourism competitiveness, 

and agricultural supply chains. Short-term subsidies, for example subsidies for fertiliser purchases 

for small farmers, can protect MSMEs from the rapidly rising costs of inputs. However, a less fiscal-

heavy option would be to use blended finance, such as through the Eastern Caribbean Partial 

Credit Guarantee Corporation’s existing Guarantee lines 34  to lower the cost of capital. The 

reduction of operating costs especially for micro or informal businesses can be facilitated through 

instant digital payments, and shared infrastructure, for example, through shared purchases of 

supplies and cold storage hubs for fisherfolk. By focusing heavily on administrative adjustments, 

utilising existing regional platforms, and leaning on digital payment systems, Governments can 
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offer practical survival tools to both formal and informal operators before the current fiscal cycle 

ends. 

 

Shift the tax burden, do not add to it: Rather than broad deficit-financed stimulus, adopting 

revenue-neutral tax shifts may be prudent given the unknown duration of the conflict. Barbados 

set the regional standard in 2022 by reducing fuel duties while offsetting the revenue loss through 

a temporary 15 per cent corporate contribution levy. The price of heavy fuel oil was capped at 

USD 92 per barrel for three months, and freight costs frozen for customs duty calculations.35 This 

model, which protects households, preserves revenue, avoids deficit expansion may be more 

appropriate for the sub-region in 2026. 

 

Use established regional and sub-regional bodies for strategic coordination: The OECS 

Commission and the ECCB provide ready-made platforms for joint procurement of fuel and food, 

coordinated shipping schedules, and improved customs interoperability. A sub-regional market 

information system providing real-time demand and supply data would reduce transaction costs 

and improve intra-regional trade efficiency.36 Regional cooperation must move, in the words of 

one regional analyst, “from rhetoric to architecture.”37 Regional coordination and solidarity can 

be advanced through the exploration of concessional fuel supply agreements, contributions to a 

CARICOM emergency food procurement fund, and accelerated delivery of the Guyana-led food 

security initiative. Targeted financing to CARICOM’s Vision 25 by 2030 to reduce food imports by 

25 per cent by 2030, as well as a results-based strategy will help to accelerate implementation. 

Guyana has already been designated by CARICOM as the regional food security lead and Trinidad 

as the energy lead. These designations must now be backed by concrete, time-bound resource 

commitments and an implementation plan.38 

 

Prepare for weather disruptions on the horizon: Preparedness for weather disruptions such as El 

Niño and hurricanes in the region have made great strides but could be strengthened further. 

Heavy reliance on rainwater harvesting and small reservoirs makes drought a direct threat to safe 

drinking water, while prolonged dry seasons strain livestock through feed shortages and limited 

water access. Hotter, drier conditions also heighten the risk of forest and bush fires, endangering 

ecosystems, infrastructure, and public health. Priority actions include launching water-saving 

measures, pre-positioning emergency water infrastructure, and promoting drought-resistant 

crops alongside improved livestock support. Anticipatory Action frameworks which include El 

Niño triggers will enable early, coordinated responses, reducing impacts on water security, food 

systems, and livelihoods. 

 

Invoke the Antigua and Barbuda Agenda for SIDS (ABAS) to anchor the regional response. 

Adopted at the Fourth International Conference on SIDS in May 2024, the Antigua and Barbuda 

Agenda for SIDS (ABAS) 2024–2034 provides the most current and comprehensive global 

framework for addressing the structural vulnerabilities of SIDS. The Agenda explicitly calls for 

resilient food and energy systems, reform of the international financial architecture, and the 

operationalization of the Multidimensional Vulnerability Index as a basis for concessional access. 

The Agenda could be used as the normative anchor for crisis response demands, negotiations with 

IFIs, in CARICOM coordination, and in engagement with development partners to justify priority 
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access to concessional financing, debt relief, and technical assistance. A strengthened alignment 

of ABAS with the crisis response framework of regional bodies will also ensure that short-term 

triage measures are consistent with the longer-term transformation plan set out in the Agenda.39 

Track 2: Structural Adjustment (6–18 months) — Reducing Structural 

Vulnerability 

The medium-term priority is reducing the structural exposures that make each new shock so 

damaging. 

 

Work towards breaking diesel dependency: This crisis should be leveraged to accelerate the sub-

regional break from imported fuel dependence that the sub-region needs but repeatedly deferred 

due to resource constraints. The sub-region possesses proven geothermal resources. Dominica in 

particular has substantial untapped potential as well as some of the world’s highest solar 

irradiation and strong wind corridors. 40  Without ambitious action, “Caribbean countries risk 

locking in outdated systems that perpetuate high costs and vulnerability”41, while missing out on 

the growing trade in green, decarbonized products. Action to fast-track solar permits (30-day 

emergency approvals), waive import duties on solar panels and batteries for 24 months, mandate 

rooftop solar on all government buildings, reform net metering regulations to make household 

solar investment financially viable, and invest in battery energy storage could significantly 

accelerate the adoption of renewable energy in the sub-region.  

 

Protect tourism competitiveness through targeted energy cost relief: Targeted support to 

tourism operators, particularly small and medium-sized hotels, guesthouses, and tour operators, 

to manage the energy price shock without passing it on entirely to visitors could slow the potential 

deterioration of the sub-region’s price competitiveness. This could include time-limited energy 

cost subsidies for registered tourism businesses, accelerated access to commercial solar financing, 

and joint marketing campaigns that emphasize the sub-region’s value proposition to source 

markets. The goal is to protect market share during the shock period while accelerating the energy 

transition that will permanently reduce the sector’s cost base.  

 

Concurrently, efforts to diversify economies should continue with the focus on developing a 

second major economic pillar to avoid concentration in highly vulnerable sectors. This means 

deliberately developing sectors that generate income independently of tourism. Such pillars could 

expand what local farmers and fishers supply to hotels and restaurants; build digital and 

knowledge services (such as through creative and cultural industries and export education 

services) that can operate remotely; and develop the blue economy, the sustainable use of ocean 

resources, as a distinct revenue stream. 

 

Secure the food supply chain and expand intra-regional sourcing: The WFP-CARICOM report 

warns that fertilizer shortages risk “undermining key local crops” and calls for “guaranteed access 

to inputs for priority value chains, regional or pooled procurement, and accelerated transition 

toward locally produced or organic fertilizers.”42 A buffer for growing food insecurity could be 

created through the establishment of a sub-regional emergency food reserve (targeting 90 days 
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of strategic stocks), a scale-up of aquaculture programmes, which offer a high-protein, low-import 

alternative to meat and poultry, and adoption of  drought-resilient agriculture practices ahead of 

El Niño.43 Extension services will also be critical for guiding farmers through drought-resilient 

production techniques in the coming growing season.44 Critically, the CSME framework could fast-

track intra-regional food trade, reducing reliance on extra-regional imports and channeling 

demand toward CARICOM agricultural producers. This requires a modern, affordable shipping and 

logistics network to efficiently transport and deliver food products across the region.  

 

Pursue debt relief and innovative financing within the ECCB debt target: Debt-for-climate swaps 

should be supported where possible, following the precedents set by Seychelles and Belize.45 The 

Bridgetown Initiative calls for vulnerability-based lending criteria and 50-year concessional loans 

for SIDS.46 Access to the IMF Resilience and Sustainability Trust should be improved, as should the 

availability of concessional financing for energy transition and food security investments. 

Critically, any new financing should be structured to support convergence toward the ECCB’s 60 

per cent debt-to-GDP target over the medium term. Debt-for-climate swaps are particularly 

attractive in this context because they reduce the stock of debt while directing freed resources 

toward productive investment. There are also gains to be made from mainstreaming State 

contingent arrangements, including hurricane and drought clauses in debt contracts, to provide 

fiscal space for relief and adjustment in case these events occur. 

 

Strengthen governance and administrative mechanisms for Social Protection: In most of the sub-

region, the social protection ecosystem (including welfare, school meals, national insurance, 

unemployment insurance, etc.) is siloed, often paper-based and with limited or non-existent 

interoperability between systems, where they exist. This contributes to duplication, inefficiency, 

and higher administrative costs. In the medium-term, it will be important for countries to consider 

the approach adopted in Barbados to consolidate and streamline related services (in the case of 

Barbados, the welfare department, childcare board, national assistance board, national 

disabilities unit and the resilience and reintegration units were collapsed into the Social 

Empowerment Agency). This requires legislative and institutional reforms, the 

development/strengthening of digital case management platforms, system interoperability, 

capacity building and effective public awareness. 

Track 2b: If the Conflict Persists — Advice for a 12–18 Month Horizon 

If proposed ceasefires continue to break down or the Strait of Hormuz remains effectively closed 

for a sustained period, the nature of the challenge facing Barbados and the Eastern Caribbean 

changes fundamentally. What begins as a price shock becomes a structural fiscal and balance-of-

payments crisis. Governments would benefit from planning explicitly for this scenario now, rather 

than waiting for it to materialize. 

 

Activate a fiscal emergency framework before reserves are exhausted: Explicit fiscal trigger 

points, such as defined thresholds of reserve drawdown or debt service ratios, at which pre-

agreed emergency measures automatically activate could help Governments manage growing 

fiscal risk. These could include suspension of non-essential capital expenditure (while protecting 
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social spending); activation of emergency procurement protocols for fuel and food; and 

immediate engagement with the IMF, Caribbean Development Bank, and bilateral creditors for 

precautionary financing lines. Waiting until a crisis is visible in the data means waiting too long. 

The DCO LAC analysis recommends that the UN support governments in developing country-

specific risk profiles and stress-testing fiscal and balance-of-payments resilience under compound 

shock scenarios.47 

 

Protect the tourism sector as the primary foreign exchange earner: A protracted conflict will 

sustain elevated jet fuel costs, compressing airlift and visitor numbers across the sub-region. 

There are several options which could help Governments to slow the sudden drop in visitor 

numbers in the case of ongoing inflationary pressure on airfares. These include: negotiation of 

emergency bilateral air access agreements with key source market carriers, introduction of time-

limited landing fee waivers for routes serving the Eastern Caribbean, and coordination of a sub-

regional tourism marketing campaign through the Caribbean Tourism Organization that 

repositions the region as a short-haul value destination for North American and European 

travelers. The risk of losing market share to competing destinations with lower energy cost bases 

is real and cumulative. Every month of elevated costs without a competitive response deepens 

the structural damage. Nonetheless, caution is advised if considering airline subsidies and 

financial guarantees that further strain already stretched budgets.  

 

Negotiate emergency energy supply agreements within CARICOM: If oil prices remain above USD 

100 per barrel for more than six months, the energy cost burden on Eastern Caribbean households 

and businesses will exceed the capacity of revenue-neutral tax shifts to absorb. Emergency 

concessional fuel supply agreements with Trinidad and Tobago could be negotiated under the 

existing CARICOM energy solidarity framework, as well as exploring LNG-to-power arrangements 

for grid stabilization. The DCO LAC analysis notes that the OECS Decade of Action for Sustainable 

Energy and the World Bank’s Caribbean Resilient Renewable Energy Infrastructure Investment 

Facility (RREIIF) provide existing platforms for accelerated clean energy investment, and that the 

current crisis provides the political window to advance these transitions.48 

 

Accelerate the renewable energy transition from policy to construction: A 12–18 month horizon 

is long enough to move from permits to procurement on solar and battery storage projects. Fast-

track permits, time-bound import duty waivers, and pre-qualified contractor frameworks could 

be in place within 90 days. The DCO LAC analysis recommends using the crisis as a political window 

to advance clean energy transitions, including through South-South cooperation with LAC 

countries that have achieved higher renewable penetration. Costa Rica and Uruguay are cited as 

models which the sub-region could benefit from.49 Addressing bottlenecks currently facing private 

investors, such as regulatory uncertainty, grid connection constraints, or the reluctance of local 

financial institutions to finance renewable energy projects, should be prioritized to maximise 

inflows - especially those that can be tackled through low-cost administrative adjustments. 

Promoting innovative financing mechanisms during this time could be useful, including blended 

finance; and sustainability-linked bonds with financial terms that are related to sustainability 

targets such as green energy uptake. 
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Prevent a food security crisis from becoming a nutrition crisis: The WFP-CARICOM analysis warns 

that if the conflict persists through the El Niño dry season, the combination of fertilizer shortages, 

reduced planting, and higher import costs could produce a deterioration in food security that 

takes multiple seasons to reverse.50 Anticipatory action frameworks, pre-positioned food stocks 

(for at least 90 days), and comprehensive school feeding programmes in food-insecure 

communities would slow any growing food insecurity. This might require a temporary cash crop 

grant to farmers to encourage them to increase production of relatively quick-growing crops to 

increase food supply for the school feeding programme. The DCO LAC analysis recommends 

strengthening regional food security mechanisms and supporting the CARICOM Regional 

Agriculture Loan Fund under the 25x2025 initiative, both of which should be activated now rather 

than after deterioration is confirmed.51 

 

Manage the social and political economy of a prolonged shock: The DCO LAC analysis identifies 

a transmission channel that becomes dominant in a protracted crisis: political and social stress. 

Rising living costs, reduced public services, and visible inequality in the distribution of the burden 

can erode social cohesion and trust in government. This is particularly acute where informal 

workers and tourism-sector employees bear the heaviest load while formal sector workers are 

cushioned by salary stability. Transparent public communication frameworks that explain the 

crisis, the policy response, and the distribution of costs and benefits clearly and regularly would 

help to manage any growing concerns among the populations. 52  Community-level social 

protection monitoring, particularly for low-income female-headed households, elderly persons 

living alone, and children in food-insecure communities, should be strengthened to detect 

deterioration before it becomes irreversible. 

 

Engage IFIs proactively for precautionary and structural financing: A protracted shock will 

require financing that goes beyond what revenue-neutral tax shifts and CARICOM solidarity can 

provide. Engaging the IMF early, to establish precautionary financing arrangements under the 

Resilience and Sustainability Facility, which is explicitly designed for climate-vulnerable and shock-

exposed economies provides a contingency plan to help Governments navigate critical macro-

fiscal decisions.  

Track 3: Systemic Transformation (18+ months) — Building Long-Term 

Resilience 

The long-term priority is building an institutional architecture that reduces the sub-region’s 

exposure to the next shock. 

 

Build the regional and sub-regional integration architecture: The IMF proposes that “deepening 

regional integration offers a further buffer against external shocks: cross-border electricity and 

gas markets can pool spare capacity, fuel purchases and enable emergency power sharing.”53 The 

sub-region is well-placed to develop a shared grid interconnection, particularly if Dominica’s 

geothermal potential is developed as a regional resource. Establishing a regional shipping 

consortium would help reduce freight costs and improve supply reliability, while a joint 

procurement platform for food, fuel, and essential medicines would also reduce costs. Investment 
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in port resilience, cold chain capacity, and storage infrastructure is essential to maintain supply 

stability across the island chain.54 

Deepen intra-regional trade to reduce extra-regional dependence: The current crisis 

demonstrates the cost of the sub-region’s dependence on extra-regional food and energy 

imports. Deepening the CSME through the removal of remaining non-tariff barriers, 

harmonization of standards, and expansion of intra-regional shipping capacity would reduce this 

dependence over time. The shipping issue may require a strategic public-private partnership 

arrangement to derisk investment in the sector.  A fully functioning CSME would allow the sub-

region to pool demand, create scale economies, and reduce exposure to global supply chain 

disruptions. A permanent intra-regional food trade architecture with binding procurement 

targets, transparent pricing mechanisms, and a regional food security reserve managed through 

the OECS Commission would give structural form to the food security commitments already made 

under CARICOM’s 25 by 2025+5 initiative. 

 

Reform the international financial architecture anchored by ABAS: The current crisis validates 

what Caribbean governments, and Barbados in particular, have argued for years: the standard 

tools of international crisis response are not designed for small, highly indebted, climate-

vulnerable states. The Antigua and Barbuda Agenda for SIDS provides the mandate for this reform 

agenda, calling explicitly for vulnerability-based lending criteria which provides concessional 

access for SIDS regardless of income classification, and a reformed debt relief and restructuring 

architecture that reflects the realities of climate-exposed economies.  

How the UN System and Development Partners can Help 

The UN system, with its presence across the sub-region through UNDP, WFP, UNICEF, FAO, 

UNFPA, and other agencies, has the technical expertise to support as they navigate these types 

of shocks. Although this Policy Brief covers an 18-month horizon, this section focuses specifically 

on proposed UN priority areas for the next 6 months. 

 

Immediate Action: 

 

Protect purchasing power and food access:  

• Support the rapid expansion of shock-responsive social protection (such as school 

feeding, food vouchers, and cash transfers) using existing social registries and targeting 

mechanisms.  

• Pre-positioned food stocks in the sub-region and support joint procurement coordination 

through the OECS.  

• Direct special attention for the most vulnerable groups: elderly persons living alone, 

pensioners, female-headed households, children in poverty, and informal sector workers 

who fall outside formal social protection systems. 
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Support the renewable energy transition and sectoral competitiveness:  

• Fast-track technical assistance for solar, geothermal (particularly for Dominica and St. 

Kitts and Nevis), and battery storage project development, including support for 

regulatory reform and permitting.  

• Advocate for access to the Loss and Damage Fund, the Green Climate Fund, and other 

climate finance instruments for energy transition investments.55  

• Direct technical assistance to the tourism sector with a focus on energy efficiency, cost 

management, certification and standards recognizing that tourism competitiveness is the 

sub-region’s primary economic lifeline. 

Strengthen agricultural and food system resilience:  

• Scale-up support for drought-resilient agriculture, emergency seed and input distribution 

ahead of the El Niño growing season, and the transition to locally produced or organic 

fertilizers and biological pest control.  

• Support the development and expansion of anticipatory action frameworks, such as the 

drought-related mechanisms activated in Belize.56  

• Promote aquaculture development, particularly value-addition and marine resource 

management, which can reduce the dependence on imported protein. 

Coordinate the sub-regional response: 

• Convene a dedicated Barbados and Eastern Caribbean crisis response platform bringing 

together UN agencies, the OECS Commission, the ECCB, the Caribbean Development 

Bank, IFIs, and bilateral donors. This platform should coordinate the three-track 

response, avoid duplication, and ensure that the sub-region’s specific vulnerabilities are 

reflected in the regional response architecture. 

 

3-6 months: 

 

Support intra-regional trade facilitation through the CSME: 

• Provide technical assistance to CARICOM and the OECS Commission to operationalize 

intra-regional food trade arrangements under the CSME, including non-tariff barrier 

reduction, harmonization of standards, the development of a regional food security 

reserve and a food trade information system to track food surpluses and deficits in 

member countries. This is a low-cost, high-impact intervention that reduces import 

dependence without requiring additional fiscal expenditure. 

 

Amplify the Eastern Caribbean voice globally and operationalize ABAS: 

• Support to ensure that the sub-region’s concerns are prominently reflected in the follow-

up on Sevilla Outcomes and global climate finance discussions.  

• Assistance to develop ABAS implementation roadmaps that connect the current crisis 

response to the Agenda’s 2034 transformation goals, and continue advocacy for the 

dedicated SIDS financing mechanisms and vulnerability-based access criteria that ABAS 

calls for.  

https://financing.desa.un.org/finaldraftreleased
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Mobilize innovative financing and support debt sustainability: 

• Support in designing and negotiating debt-for-climate swaps, blended finance, and 

access to the IMF Resilience and Sustainability Trust if needed.   

• Collective advocacy for a new emergency SDR allocation and for vulnerability-based 

lending criteria at the IFIs.  

• Collaborate with regional IFIs to identify ways to support medium-term debt 

sustainability planning that does not sacrifice essential social spending. 

Conclusion 

The Middle East crisis has arrived in Barbados and the Eastern Caribbean at the worst possible 

moment. After three consecutive shocks have depleted fiscal buffers, eroded household coping 

capacity, and left governments with far less room to respond than they had in 2020 or 2022. These 

are economies with no windfall to draw on, near-total dependence on imported food and fuel, 

and a tourism sector that is simultaneously their greatest asset and their greatest source of 

vulnerability.  

 

The path forward is not to repeat the spend-and-recover cycle of previous crises. It is to use this 

moment to accelerate the structural changes that have long been needed: breaking diesel 

dependence, unlocking the sub-region’s geothermal and solar potential, securing the food supply 

chain, strengthening the OECS and CARICOM integration architecture, and reforming the 

international financial system to reflect the realities of small, climate-vulnerable states. 

Barbados’s leadership on the Bridgetown Initiative has already put these arguments on the global 

agenda. The current crisis makes the case more urgent than ever. The UN system and 

development partners have a critical role to play, protecting vulnerable households now, while 

supporting structural investments that will make the sub-region more resilient in the long term.  

 

 

 

 

 

 

Disclosure: Artificial intelligence tools were utilized in the initial research and drafting phases of 

this document. The final output was thoroughly reviewed, revised, and edited by the author(s), 

who take full responsibility for the accuracy, integrity, and originality of the content.  
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