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Introduction

Jubilee Caribbean (JCaribbean) is a newly formed non-governmental organisation, born out of
the bigger Jubilee Campaigns from the turn of the millennium — Drop the Debt, Jubilee 2000 and
Jubilee Debt Campaign — based in Grenada, but hoping to reach out to the wider English-
speaking Caribbean islands. Due to our debt situation here, in the Caribbean, the ecumenical
body that is the Conference of Churches in Grenada (CCG) saw the need to get in touch with
these bigger networks and start our own particular Jubilee movement. JCaribbean’s mission is to
to protect poor and vulnerable persons from the injustice of sovereign over-indebtedness and
effectuate changes leading to smarter efforts to counter the effects of climate change on Small
Island Developing States (SIDS). For this mission to be carried out, JCaribbean has outlined a
number of activities and initiatives to be undertaken. Presently, the organisation is made up of
eight religious bodies here in Grenada and have made contacts with other organisations
throughout the region, mainly the Catholic church in Barbados and Dominica and the Council of
Churches in Barbados, which is an umbrella organization with eleven members. The network is
continuously widening and we are certain that the network will soon include contacts and
organizations based on each island in our focus group.

In this article, we will explore the relationship between debt and climate change, focusing on
how debt and sovereign borrowings are influenced by the consequences of climate change in the
Caribbean region. We are now certain that extreme weather events are not only exacerbated, but
directly caused by climate breakdown.! It is a foundational axiom of climate justice that those
who have contributed the least to the problem will suffer the most.2 This is the case for the
islands of the Caribbean. Many of these nations are struggling with heavy debt burdens and are
at risk of being devastated by increasingly potent storms. One main goal of JCaribbean’s is to
ensure that the islands all get a “hurricane clause” included in their bilateral and multilateral loan
agreements. This clause, once implemented, will automatically activate a moratorium in the
event of a natural disaster which causes destruction above a predetermined value. Such a policy
would be a relatively small allowance that would have a decidedly large impact on the ability of
these societies to literally weather the storm that climate breakdown is bringing.

! Sadhbh O’Neill, “Carbon Crimes,” Working Notes 32, no. 84 (2019): 26; Friederike E. L. Otto et al., “Assigning
Historic Responsibility for Extreme Weather Events,” Nature Climate Change 7, no. 11 (November 2017): 757-59;
and Stephanie C Herring et al., “Explaining Extreme Events of 2016 from a Climate Perspective (Special
Supplement),” Bulletin of the American Meteorological Society 99, no. 1 (January 2018): S1-157.

2 Consider, representatively: Lorna Gold, Climate Generation (Dublin: Veritas, 2018), 12 or Paul G. Harris, Global
Ethics and Climate Change (Edinburgh: Edinburgh University Press, 2016), 37.



Debt and Storms

Most of the islands which make up the Caribbean Community (CARICOM) are heavily
indebted.® Debt is considered sustainable or unsustainable depending on the ratio of internal to
external debt, in relation to the GDP of each country. Both the IMF and Eastern Caribbean
Central Bank agree that debt is considered ““sustainable” once it remains below the 0.60:1 (60%)
debt-to-GDP ratio.* So far, only two countries in the English-speaking Eastern Caribbean have
managed to achieve this accomplishment — St. Kitts & Nevis and Trinidad & Tobago. Grenada is
close to that target with a ratio of 63.5% as of the middle of 2018 , according to latest reports,
and was projected to be even lower by mid-2019.° Barbados, on the other hand is in the middle
of financial restructuring after a period of exorbitant sovereign debt, reaching a high of 157.1%
debt to GDP ratio in 2018, falling within 125% in 2019.°

The IMF recognizes that the Caribbean’s “small island states are found to have an especially
high frequency of natural disasters” and that “they are becoming much more common.”’ During
the 2017 hurricane season, Hurricane Maria devastated Dominica and Barbuda was nearly
completely wiped out. Residents had to evacuate to mainland Antigua, after Hurricane Irma.®
Antigua & Barbuda had a debt due to the IMF, the day after Hurricane Irma hit, but the payment
was not called off or extended and the island had to pay off its tab. The payment owed to the
IMF by Antigua & Barbuda was USD$2 million, a sharp contrast to the USD$152 million in
damages caused as a result of the hurricane. Many persons, including Catholic Bishop Gabriel
Malzaire, appealed for a moratorium on behalf of Barbuda. They were unsuccessful.

The damage caused by natural disasters can generate debts multiple times greater than the Gross
National Income of a country. The harm of injury, death, and homelessness are joined by costly
impacts on infrastructure, which all have medium/long-term consequences for economic growth.
The impact of these storms leads to deteriorating finances and makes it harder to both meet the
needs of citizens and repay debt. This ultimately leads to a situation of debt unsustainability and
worsening debt situations. It is a definitional example of a vicious circle.

This is one of the focus areas in which JCaribbean will invest much of its time and effort. It is
the intention of this organisation to work along with governments in the English-speaking
Caribbean so that the situation with Antigua & Barbuda does not become the norm. Directly in
the aftermath of a natural disaster, countries and governments’ first responsibility should be to

3 Mimi Sheller, “Caribbean Futures in the Offshore Anthropocene: Debt, Disaster, and Duration,” Society and Space
36, no. 6 (2018): 974-77.

4 Caribbean Development Bank, “Reducing Poverty Through Sustainable Growth,” Annual Report (St. Michael,
Barbados: Caribbean Development Bank, 2015), 14.

® International Monetary Fund, “Grenada: Article IV Consultation,” IMF Country Report (Washington DC: IMF,
July 2019), 4.

& International Monetary Fund, “Barbados: First Review Under Extended Arrangement,” IMF Country Report
19/182 (Washington DC: IMF, June 2019), 18.

" Tobias N. Rasmussen, “Macroeconomic Implications of Natural Disasters in the Caribbean,” IMF Working Papers
04, no. 224 (2004): 4-5. See also: Stan Cox and Paul Cox, How the World Breaks: Life in Catastrophe’s Path from
the Caribbean to Siberia (New York, NY: New Press, 2016), especially chapter 4.

8 «“Extremely Dangerous’ Hurricane Maria Heads for Caribbean,” The Irish Times, September 18, 2017,
https://www.irishtimes.com/news/world/extremely-dangerous-hurricane-maria-heads-for-caribbean-1.3225568;
“‘Total Carnage’ as Hurricane Irma Devastates Caribbean Islands,” The Irish Times, September 7, 2017,
https://www.irishtimes.com/news/world/us/total-carnage-as-hurricane-irma-devastates-caribbean-islands-1.3212635.



the citizens and helping those who need it the most; ensuring that every person has access to
food, housing and clothing. When countries, which are already burdened by debt, are also forced
to take out new lines of credit to meet needs after a storm or earthquake, while also making
payments on previous loans, it is the most vulnerable that suffer. In the long run, this situation
leads to critical debt situations and growth retardation of SIDS. Unless lenders are maliciously
motivated to initiate some modern form of debt peonage, it is in their interest to facilitate legal
structures that preserve the ability of Caribbean nations to grow their economies even under the
threat of super-storms.

After Hurricane Maria hit Dominica in September 2017, the damage left behind amounted to
approximately 225% its GDP or USD 1.3 billion.® Over 90% of homes and other buildings were
damaged, while the agriculture and tourism sectors were also heavily hit. In situations like these,
where stronger, more intense hurricanes are battering the region, it is obvious that the islands
will need to turn to debt and borrowing to keep the country running. After these disasters, a
scenario which is becoming more evident is the enthusiasm of private lenders offering loans to
the islands that have been damaged or destroyed. With no other timely option for securing the
immediate funding necessary to meet the critical basic needs of citizens, governments usually
accept these high interest loans. A look at the debt to GDP ratio of a few islands after being hit
by a natural disaster shows that the figure increases in most, if not all, cases:

1. When Category 5 Hurricane lvan hit Grenada in 2004, the damages were estimated at
148% of Gross Domestic Product® and the debt-to-GDP ratio jumped from 79% to
94%.1! On its own, this is economically devastating, but the infrastructure damage had
knock-on effects for the possibilities for recovery. Foreign Direct Investment went into
an immediate and direct decline in the aftermath of the storm, reducing by a third.

® International Monetary Fund, “Dominica: Article IV Consultation,” IMF Country Report (Washington DC: IMF,
2018), 5. To put this in context for an Irish readership, this is equivalent to the cost of the 2008 Irish bank bailout
being ~€620 billion — ten times the actual cost of €66.8 billion. Irish economic recovery is regularly lauded as near
miraculous. What word describes the prospects of Dominica recovering from this economic devastation?

10 The World Bank, “Grenada First Fiscal Resilience and Blue Growth Development Policy Credit,” Proposed
Credit Report (Washington DC: World Bank, May 2018), 8.

11 International Monetary Fund, Central Government Debt Data,
https://www.imf.org/external/datamapper/CG_DEBT_GDP@GDD/GRD.
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After Ivan, Grenada was struck again in 2005 by Emily, a storm estimated to have
accumulated damage worth 30% of GDP.*2 The economy continued to struggle as debts
mounted. Eventually, there was a reconstruction in 2016. As of now, Grenada has
generally improved in its situation and the Debt to GDP ratio is projected to be at 58.7%
at year’s-end and continuously decreasing.'* This was achieved through a homegrown
financial restructuring programme, which included austerity budgets.

2. Tropical Storm Erika hit Dominica in 2015, which resulted in an economic crisis of its
own.. This was followed by a period of recovery where the Debt to GDP ratio dropped
slightly in 2016. After Category 5 Hurricane Maria hit Dominica in 2017, the growth of
external loans and borrowing, increased dramatically over 2016 figures. GDP decreased
by 12% and it was estimated that it would take approximately 5 years to recover from the
effects of the Hurricane.®. After Hurricane Maria, combined public and private debt
increased to over 125% of GDP.® In the event of another natural disaster striking the
island, results will be catastrophic to the economy

12 IMF Data.

13 The World Bank, “Grenada First Fiscal Resilience and Blue Growth Development Policy Credit,” 8.

14 International Monetary Fund, “Grenada: Article IV Consultation,” 5.

15 International Monetary Fund, “Dominica: At a Glance,” https://www.imf.org/en/Countries/DMA#countrydata.
18 International Monetary Fund, “Dominica: Article IV Consultation,” IMF Country Report (Washington DC: IMF,
2018), 4
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Risks Associated with Hurricanes and Other Disasters

Some of the major risks associated with natural disasters in the Caribbean are loss of life and
property on an individual level and loss of economic activity on a national level. As | write this,
we are preparing for the first developed weather system in the Caribbean for the 2019 hurricane
season. Tropical Storm Dorian is expected to make landfall as a category 1 hurricane tomorrow,
in the Lesser Antilles. The main fallouts expected are landslides, flooding and loss of crops and
animals.!’

On a national level, the main risk is a slowed or halted economy. In most of the small islands,
tourism is our main export, followed by agriculture. Natural disasters, especially hurricanes,
cause damage to most of the infrastructure, which support both sectors. This means that fewer
tourists will come to visit and farmers will experience loss in revenue from the sale of their
crops. Furthermore, foreign direct investment is at an all-time high within the region, especially
with each island having its own version of a Citizenship-by-Investment programme. The number
one project undertaken by these foreign investors is hotels.*® With recent hurricanes being larger

17 As it happened, Dorian caused little damage in Grenada and Dominica, but devastated the Bahamas. Eric Miller,
“Why Hurricane Dorian Defied Forecasts and Sank The Bahamas,” Wired, September 4, 2019,
https://www.wired.com/story/why-hurricane-dorian-defied-forecasts-and-sank-the-bahamas/.

18 Christian Nesheim, “51 out of 160 Caribbean CBI Real Estate Projects Confirmed as Completed”(Investment
Migration Insider, 2019), https://www.imidaily.com/editors-picks/51-out-of-160-caribbean-cbi-real-estate-projects-
confirmed-as-completed/.



and stronger, the damage left behind is also more evident and so this in itself is a risk that
potential investors will consider when deciding on where to invest and which projects to invest
in.

An International Responsibility

In his visit to Grenada earlier this year, Deputy Managing Director of the IMF, Mr. Tao Zhang
spoke about the devastation he saw in Dominica, more than a year after Hurricane Maria
landed.® He stressed that the intensity of natural disasters across the region, as a result of climate
change often lead to high debt and low growth. Mr. Zhang’s advice to the region is to implement
preparation measures which will reduce the effects of natural disasters. He also suggested
infrastructural improvement which could reduce the destruction to physical buildings.?’ This will
eventually lead to shorter timeframes for rebuilding, encourage economies to recover faster and
generally return to business as usual in a shorter time frame. The less structural damage
experienced as a result of natural disasters will also greatly reduce the amount of funding that
will be needed in the form of new loans and so these preventative measures can also serve to
lessen the shock on the country’s economy. In response to Zhang’s challenge and in order to
develop preemptive measure to fight climate change, Grenada recently created a new ministry —
the Ministry for Climate Resilience. Several other countries in the region have also implemented
or plan to implement measures to better prepare for these natural disasters.

The proposed responses to the risk of climate breakdown that the IMF promote is climate
resilient strategies. They are not yet discussing the essential step of debt moratoria. If debtors
such as the IMF agree to postpone repayment for a country recently stuck by a natural disaster, it
will go a long way to ensuring the long-term economic stability of said country’s economy. A
moratorium will also give the affected countries the opportunity to focus on rebuilding and
meeting the critical needs of its citizens.

Mr. Zhang and other supporters of climate resilience strategies propose that the focus should be
shifted from a responsive approach to a preparedness approach. In other words, our islands in the
Caribbean should be pro-active, rather than reactive. This entails changes to the building-code,
the building of sea defenses, and other costly measures. This policy package additionally
commits Caribbean nations to establish a financial reserve for natural disasters with a guideline
to follow that will ensure debt sustainability, even in the face of such horrors. With the formation
of the first Ministry of Climate Resilience in the Caribbean and other plans which will unfold
soon, Grenada is currently on its way to becoming the first climate resilient city in the Caribbean.
Dominica has taken the experience from Hurricane Maria in 2017 and is now taking steps to
become the first entirely climate resilient country, in the world.?* A Climate Resilient Execution
Agency for Dominica was created in the aftermath of Hurricane Maria and challenged with the
task of ensuring that every rebuilding effort is up to the new codes so that there will not be a
repeat of that level of destruction.

19 Tao Zhang, “Building Resilience to Natural Disasters and Climate Change in Grenada and the Caribbean,”
(Grenada: IMF, 2019).

20 It may be worth noting how little attention is dedicated in this speech to the human trauma of the hurricanes.
21 Nikki Ekstein, “The Quest to Hurricane-Proof an Island,” Bloomberg.Com, May 10, 2018,
https://www.bloomberg.com/news/articles/2018-05-10/dominica-plans-to-be-the-world-s-first-climate-resilient-

country.



https://www.bloomberg.com/news/articles/2018-05-10/dominica-plans-to-be-the-world-s-first-climate-resilient-country
https://www.bloomberg.com/news/articles/2018-05-10/dominica-plans-to-be-the-world-s-first-climate-resilient-country

The ideal scenario for the Caribbean islands is one of debt sustainability — the point at which a
country can service its debt for the foreseeable future, without compromising on its national
obligations to its people. The UN Inter-Agency Task Force on Financing for Development has
created a debt sustainability framework, which includes a tool that can be used to predict
outcomes in certain scenarios.?? This “realism tool” generates outcomes, based on a mix of
public and private debt levels, natural disasters, etc. This is just one example of the resources
available to governments and other finance decision makers, to assist with making sustainable
financial choices.

Unfortunately, an economy can be as sustainable as possible and still be negatively affected by
these intensifying natural disasters. The effects of climate change, mainly rising sea water levels
and increasing temperatures, increase the strength and ultimately, devastation caused by natural
disasters. Hurricanes in recent times have been more frequent and unrelenting compared to
previous ones. Should this trend continue, and scientists believe that it will, hurricanes of the
future will be massive and wreak havoc on any landmass they touch. To Caribbean islanders, the
hardest reality to live with concerning climate change is that we make the smallest contribution,
have little to no carbon footprint, yet experience the worst effects of it. This situation is a very
difficult one to be in, especially since the damages caused only leaves behind grief, mayhem and
piling debts.

Conclusion

One of the main sentiments the people of the Caribbean continuously hear is that we are a
determined people who can be trusted to pick up the pieces and rebuild after natural disasters.
The time has come for more than positive sentiments. ... With no end to climate change and its
effects in sight, the steps taken to design new debt agreements is a step in the right direction.
These new agreements around debt moratoria will undoubtedly work to protect both the citizens
of the Caribbean and the lenders.

Climate change can and has been widely debated by governments around the world. What cannot
be undermined, is the risks posed by the emergence of increasingly stronger storms. From the
damage incurred by hurricanes in Dominica, Barbuda, and the Bahamas in 2017 and 2019, new
structures must be put in place to fight and/or prevent this level of devastation across the region.
Such initiatives will not only serve the people of the Caribbean, but are ultimately in the interest
of the lending nations as well. Prosperity is guaranteed when everyone has a share. Governments
in the Caribbean must be allowed to rearrange loan agreements and have debt moratoriums
included in their term of borrowing. Larger, slower, more devastating hurricanes are becoming
our new normal and it is only right that we are allowed the financial room to breathe in the
aftermath. We contribute the smallest carbon footprint but suffer the most with the consequences
of climate change. This situation demands real international solidarity.

22 United Nations and Department of Economic and Social Affairs, Report of the Inter-Agency Task Force on
Financing for Development 2019 (New York, NY: UN Department of Economic and Social Affairs, 2019).



Final Appeal

In March of this year, Jubilee Germany, JCaribbean’s European counterpart, launched an
“Urgent Action” campaign. This campaign gives German citizens (and just recently Irish
citizens, through Financial Justice Ireland) the opportunity to approach their Finance ministers
through emails to demand support for any Caribbean island hit by a hurricane and experiencing
damages beyond a certain level. The main aim of this initiative is to encourage the European
governments to put pressure on the IMF so that this moratorium can be granted to the affected
countries. To support the work of JCaribbean, you can connect with Financial Justice Ireland,
who are supporting this new initiative.?® They are partners with the UK-based Jubilee Debt
Campaign who are compiling a Loss and Damage Petition.?* The most developed response
comes from the German jubilee movement which is gaining traction as they seek to target Gerd
Miiller, the Federal Minister for Development to convince him to craft and implement a special
arrangement for the Caribbean.?® All of these efforts are intended to encourage European
governments to support the Caribbean islands in securing a moratorium in the event of a
catastrophe.

23 Financial Justice Ireland can be found online at www.financialjustice.ie, by email at
campaign@financialjustice.ie, and by phone at 01 5497363.

24 Jubilee Debt Campaign, “Loss and Damage Petition - Jubilee Debt Campaign UK,” Loss and Damage Petition,
September 16, 2019, https://jubileedebt.org.uk/loss-and-damage-petition.

2 Erlassjahr, “Vor Dem Néchsten Sturm,” Erlassjahr.de - Entwicklung Braucht Entschudung, December 17, 2018,
https://erlassjahr.de/kampagne/vor-dem-naechsten-sturm/.



