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Overview 

On Monday, 11 June 2018, The Right 

Honorable Mia Mottley, Prime 

Minister, Minister of Finance, 

Economics Affairs and Investments, 

delivered her first Economic 

Statement and Budgetary proposals 

to the nation.  The Prime Minister 

prefaced her presentation by 

referencing the International 

Monetary Fund’s (IMF) Article IV 

consultation which noted that 

“Barbados is in a precarious 

economic situation. International 

reserves have dwindled to US$220 

million, while central government 

debt is unsustainable. The fiscal 

deficit has decreased over the last 

few years but remains large, at 

about 4 percent of Gross Domestic 

Product (GDP) in FY2017/18. 

Meanwhile, the Central Bank of 

Barbados (CBB) is reporting a 

contraction of output of 0.7 percent 

in the first quarter of 2018 (over the 

same period last year).

The Prime Minister indicated that 

Barbados does not have the luxury 

of time and that there was no time 

for dithering, procrastination and 

indecision.  She noted that her 

Government’s economic recovery 

and transformation plan will involve 

a prescription of bitter medicine, but 

that failure to act would only replace 

a calamitous situation with a 

catastrophe.

The budgetary proposals were made 

against the backdrop of 23 financial 

downgrades, 10 years of significant 

fiscal deficits and widely criticised

levels of debt.  As at March 2018, 

Barbados’ total debt-to-GDP was 

estimated at 151% behind only Japan 

and Greece. 

The Prime Minister cited Government’s 

consultation with the social partnership 

and the early involvement of the IMF to 

assist with providing liquidity support 

for international reserves and making 

an independent assessment of the 

recovery and transformation plan as 

key factors that her Government 

intends to be transparent in making the 

tough economic decisions.

Outlined growth opportunities included:

• Renewable energy

• Smart government

• Developing creative and artistic 
industries

• Reviving sugar-related and agro 
industries

• Recalibrating international business

• Facilitating entrepreneurship

• Providing high quality public 
infrastructure and services, 
including broadband
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She noted that these growth opportunities could be 

achieved through a combination of improved 

government efficiency and business facilitation 

processes.

The Prime Minister advanced a three-stage approach 

toward Barbados’ Economic Recovery and 

Transformation Plan. 

Phase 1, with more than thirty revenue and 

expenditure measures within this budget, seeks to 

raise $300 million alone in this current fiscal year 

ended 31 March 2019, summarized as follows:
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Growth in GDP, reduced unemployment and inflation in 

fiscal 2016/2017 were mainly attributable to an increase 

in commercial project activity but results normalized 

thereafter in fiscal 2017/18.

The perpetual fiscal deficit declined from $299m in 

2016/17 to $233m (4.2% of GDP) for the fiscal year 

2017/18 mainly due to the imposition of the NSRL and 

expenditure cuts. It is the intention of the Prime Minister 

to further reduce this deficit in a full year by $182m by 

the measures outlined in the Budget.  

Debt to GDP remains high with no significant movement 

over 2016/17 to 2017/18.  The aim of the Prime 

Minister's Budget proposals is to reduce this ratio to 

below 115% at the end of 5 years.

The measures within Phases 2 and 3 are expected to 

raise a further $200 m and 130m, respectively but the 

details of these  measures were not disclosed.

The Prime Minister intimated that with the inclusion of 

arrears and contingent liabilities, debt-to-GDP ratio draws 

closer to 175%.  This which challenges Government’s 

ability to pay its debts and  forces Barbados into a period 

of fiscal consolidation which involves one or more of the 

following:

• reducing government subsidies to State Owned 

Enterprises (SOEs)

• introducing tax reforms, including progressive taxation

• improving the efficiency of SOEs

• introducing various austerity measures

While the government’s budgetary proposals checked the 

boxes against these measures, the much talked-about 

debt re-profiling continues to be a work-in-progress 

following the suspension of payments to external 

commercial creditors and the recent visit by the IMF.
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The increase in tax rates on incomes 

including NIS and corporation taxes 

must be monitored carefully to ensure 

that the incidence and burden do not 

demotivate works and adversely affect 

productivity.  Tax reform does not only 

refer to changes in the tax rate, but 

also to efficient and effective tax 

collection.  It also includes closing the 

loopholes in the tax system, so that 

more persons are caught in the tax 

net.  The initiatives introduced by the 

government with regards to the tax 

amnesty and VAT on online 

transactions should assist in its focus 

to collect outstanding taxes and 

broadening the tax base.

Some of the tax measures in this 

year’s budgetary proposals, including 

removal of the NSRL, payment of UWI 

fees, and increase of non-contributory 

pensions came as no surprise as they 

were ventilated campaign promises.

The Prime Minister’s intention was to 

deliver a budget surplus of 1.8% of 

GDP or $182 million by 31 March 

2019.  This begs the question, can this 

be achieved given the economic 

inertia in the system?  There are 

various factors that would need to be 

considered in this economic and social 

mix and this could be only the first 

taste of bitter medicine. With the tax 

net cast even wider Barbados and its 

stakeholders await recovery from this 

economic turmoil.
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NSRL

Effective 1 July, 2018, the National 

Social Responsibility Levy (NSRL) 

will be removed. The removal of 

this levy is expected to lead to a 

reduction of prices within 2 

months. This is to be monitored by 

the Social Partnership and the Fair 

Trading Commission is to be tasked 

with the mandate of checking that 

the prices charged by producers 

and retailers are reduced, and this 

is to include the related reduction 

in VAT.   

Deloitte Comments: The NSRL 

was implemented on 1 June, 2016. 

The objective of the NSRL was to 

assist with meeting rising social 

cost in Barbados. It was increased 

from 2% to 10% on 1 July, 2017. 

The repeal is expected to cost 

government approximately $145 

million of revenue. It is hoped that 

before year end, the Barbados 

economy should start to see a 

reduction in prices of items 

provided that producers and 

retailers properly reduce the cost 

of items to reflect the removal of 

this tax and associated VAT.          

Fuel Tax

Effective 1 July, 2018, the road tax 

will be abolished and replaced with 

a fuel tax. This tax will be levied at 

the following rates:  

Petrol 40 cents per litre

Diesel 40 cents per litre

Kerosene 05 cents per litre

Deloitte Comments: While the 

implementation of the fuel tax 

essentially means increases in fuel 

prices, this will be done as a “Pay-

As-You-Drive” tax. The increase is 

meant to be a proportionate tax 

where the brunt of the increase will 

be mainly borne by those high 

mileage consumers.  Accordingly, 

this reduces the tax incidence of 

those infrequent travelers.  In 

addition, this measure is likely to 

reduce the administrative burden 

of the government, benefiting both 

the taxpayer and the government. 

Income Tax

The Prime Minister announced that 

effective 1 July, 2018 a 3rd tier of 

40% to the personal income tax 

brackets will be introduced for 

persons earning more than $75,000 

per year.  In addition, National 

Insurance rates will be increased to 

11.1% for employees and 12.75% 

for employers. Below is a personal 

income tax calculation showing the 

present and proposed rates for a 

resident individual and an 

individual who is resident but not 

domiciled in Barbados.

*Figures have been rounded to the nearest dollar 

The difference being $257 monthly for 

locals and $162 monthly for expats in 

the example below. This change will 

mainly affect higher income-

earners intended to share the 

burden without affecting the 

vulnerable.  The majority of the 

persons affected by this measure is 

likely to be persons employed by 

organizations as opposed to self-

employed persons. 

Analysis of budgetary 

proposals
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C urrent  

resident

C urrent  

resident  

expat

P ro po sed 

resident

P ro po sed 

resident  

expat

Assessable 

Income
120,000 160,000

Assessable 

Income
120,000 160,000

Less Exempt 

Income
- -57,500

Less Exempt 

Income
- -57,500

120,000 102,500 120,000 102,500

Personal 

Allowance
-25,000 -25,000

Personal 

Allowance
-25,000 -25,000

Child 

Allowance
-2,000 -2,000

Child 

Allowance
-2,000 -2,000

Travel 

allowance
-4,200 -4,200

Travel 

allowance
-4,200 -4,200

Taxable 

Income 
88,800 71,300

Taxable 

Income 
88,800 71,300

Tax Payable Tax Payable

Up to 

BBD35,000 @ 

16% 

5,600 5,600

Up to 

$35,000 @ 

16%

5,600 5,600

Over 

$35,000 @ 

33.5%

18,023 12,161

Next 

$15,000 @ 

33.5%

5,025 5,025

Over 50,000 

@ 40%
15,520 8,520

 Total tax 

payable
23,623 17,761 26,145 19,145

NIS 

Contribution

Employee 

10.10%
5636 5636

Employee 

11.1%
     6,194      6,194 

Employer 

11.25%
6278 6278

Employer 

12.75%
     7,115      7,115 

NET SALARY 90,741 136,604 NET SALARY 87,661 134,661

MONTHLY 7,562 11,384 MONTHLY 7,305 11,222

257

162

Change in resident income

Change in resident expat 

income



Tax Amnesty

The Prime Minister announced that 

the Barbados Revenue Authority’s 

(BRA) recommendation to write off 

all taxes owed to the BRA from tax 

years 1968 and 2000 was 

accepted. The BRA will waive all 

penalties and interest between 

2000 and 2017 owing by a 

taxpayer, if the taxpayer has made 

the outstanding payment or a 

payment plan has been agreed to 

with the BRA. Interest and 

penalties will be applicable for all 

taxes due and owing from 2018. 

There will be an amendment of the 

appropriate legislation to move 

from calculation using compound 

interest to simple interest. The 

Minister noted that this should 

provide ease on the tremendous 

burden the taxpayer.  The Prime 

Minister also mentioned that where 

a taxpayer misses 6 consecutive 

months or more than 9 months out 

of 24 months, this will result in all 

interest and penalties becoming 

payable. 

Deloitte Comments: We believe 

that the amnesty would be useful 

as it is one where both the 

taxpayer and Government should 

benefit. The measure should 

encourage taxpayers to seek to 

become compliant regarding 

payment of any outstanding taxes 

without attracting interest and 

penalties on taxes owed to the BRA 

for the period 2000 and 2017.  The 

expectation is that the waiver 

would apply to Income Tax, Land 

Tax, Corporation Tax, and Value 

Added Tax, but we will await 

confirmation. 

The amnesty has historically 

yielded positive results and it is 

our view that it is a useful lure to 

collect revenue.  The move from 

compound interest to simple 

interest should incentivize 

taxpayers to settle their arrears in 

good time. 

Corporation Tax

The corporate income tax rate will 

be increased from 25% to 30% 

effective 1 October, 2018. 

Deloitte Comments: This increase 

will not only affect domestic 

companies but it will have an 

impact on Qualifying Insurance 

Companies (QICs) and Regular 

Business Companies (RBCs) 

conducting international business. 

These companies, which are 

normally taxed at the standard rate 

and claim credit up to 93% will see 

their effective tax rate increase 

from 1.75% to 2.10%.

Current

Proposed

Domestic QICs/RBCs 

Taxable Income 500,000 500,000

Tax Payable 25% 125,000 125,000

Foreign Tax Credit 93% - (116,250)

Net Tax Payable 125,000 8,750

Effective tax rate 1.75%

Domestic QICs/RBCs 

Taxable Income 500,000 500,000

Tax Payable 30% 150,000 150,000

Foreign Tax Credit 93% - (139,500)

Net Tax Payable 150,000 10,500

Effective tax rate 2.1%

© 2018. DCB Holding Ltd. and its affiliates
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Valued Added Tax (VAT) on Online 

Transactions

Effective 1 October, 2018 Barbadian 

residents will pay VAT on online 

transactions for the purchase of goods 

and services used in or delivered to 

Barbados.

Deloitte Comments: While it is 

accepted that in this digital age there 

has been immense growth in online 

transactions, which could yield 

revenue, the revenue generation 

impact of the VAT imposition is 

difficult to quantify due to absence of 

statistical data on domestic and cross-

border e-commerce.  The imposition is 

expected to be mainly borne by 

individuals via direct purchases and by 

businesses passing the tax burden 

through higher prices. It is noted that 

the levy, compounded by the existing 

commission on foreign exchange 

transactions, could have a dampening 

effect on imports, which would in turn 

reduce the demand for foreign 

exchange.

There is a great degree of uncertainty 

regarding the administration of the 

measure, particularly as the VAT 

extends to services.  It is yet to be 

determined whether online retailers 

will be required to register for VAT 

with the BRA, whether the VAT will be 

collected via the financial institutions 

which facilitate the online transactions 

(as with the commission on foreign 

currency transaction) or collected by 

company that delivers parcel (as in 

the European Union). 

Moreover, it is unclear whether the 

VAT exempt and zero rated baskets of 

goods will be applied to online 

transactions. 

Airline Travel and Tourism 

Development Fee

Effective 1 October, 2018, an airline 

travel and tourism development fee 

will be paid by passengers in addition 

to the departure tax. The fees will be 

USD 35.00 and USD 70.00 for 

passengers traveling within CARICOM 

and outside of CARICOM respectively. 

The expectation is that the fee will 

generate revenue of $95m in a full 

fiscal year, $75m of which will fund

Deloitte Comments: The 

implementation of these measures 

should be useful in raising 

government funds without placing 

the entire burden on Barbadians as 

it is also borne by visitors. However, 

this additional cost could have a 

negative effect on the tourism 

sector. A report from ECA 

International, a leading global 

marketing company, has already 

listed Barbados as one of the priciest 

in the Caribbean. 
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the operations of the Barbados 

Tourism Marketing Inc. and 

Barbados Tourism Product Inc. 

These entities will be removed from 

the consolidated fund and result in 

an expenditure saving of $96m. The 

remaining $20m will go towards 

regulation of tourism, civil aviation 

and shareholder responsibilities to 

LIAT.

Deloitte Comments: The capacity 

of the government to raise the 

projected revenues is therefore 

contingent on travel to materialize 

as forecasted. However, the 

implementation of the fee can prove 

to be inefficacious given that the 

increase cost of travel could reduce 

demand. For a tourism dependent 

nation, the increased cost can hinder 

growth in visitor arrivals, which is 

already threatened by social and 

environmental concerns such as 

sewage, crime and sargassum 

seaweed. The implementation of the 

fee could militate against visitor 

arrivals.

Room Rate Levy, Shared 

accommodation and Product 

Levy

The Prime Minister announced that 

from 1 January, 2020 VAT charged 

for hotel accommodation will 

increase from 7.5% to 15%. The 

Room Levy will be:

• USD 2.50 for B Class and 

apartments per room per night, 

• USD 5.50 for A Class per room 

per night, and

• USD 10.00 per room per night for 

luxury hotel rooms.

In addition, a 10% shared 

accommodation levy for shared 

accommodation will be introduced 

along with a 2.5% product levy on 

direct tourism services.



Social impact

School safety officers – We believe 

that these officers will act as 

security officers with varying 

responsibilities.  They could 

possibly serve as first responders 

to any emergencies that occur 

inside schools and surroundings, 

and act as liaisons between the 

police department and schools. This 

seems to be a good initiative; 

however, it remains to be seen if it 

will address the increasing violence 

in schools.

Social Workers and Guidance 

Counselors- This is expected to be 

a positive measure.   Students 

today are increasingly becoming 

victims of many negative social 

forces.  Their unmet physical and 

emotional needs continue to 

interfere with their ability to learn 

and adjust within society. They 

should be the link between the 

home, school and community in 

providing direct as well as indirect 

services to students, families and 

teachers to promote and support 

students' academic and social 

success.

Master Teachers- Any effort to 

reward and recognize the important 

role teachers play in our society is 

welcomed.  The introduction of a 

Master Teacher designation would 

require the establishment of a 

'Master Teacher Standard' which 

should describe a clear set of 

characteristics for high-performing 

teachers.  It is our view that this 

initiative should serve to encourage 

high performing teachers to reach 

their full potential especially as 

there are so many who are not 

satisfied with the current conditions 

and levels of pay. These issues 

have pushed many to retire far 

before their required time or in 

some cases, it has led to teachers 

adopting a negative attitude 

towards their students.

Nurses

• Creation of senior specialist nurses 

to ensure that best nurses do not 

have to be promoted to 

administration to be paid well

Deloitte Comments: We agree with 

this proposal, as there are many 

skilled nurses who have stopped 

practicing traditional nursing due to 

low levels of pay and dissatisfaction 

with working conditions.

Health Care

• To ease pressure on Accident and 

Emergency (A&E), there will be an 

extension of the opening hours of 

2 polyclinics namely, Randall 

Phillips, Oistins and Sir Winston 

Scott, Bridgetown to a 24 hour 

basis.

• Upgrade of conditions within the 

A&E and its equipment to deliver 

the highest quality of health care 

in Barbados

Deloitte Comments: This is a good 

first step towards improving the 

healthcare system. We would 

recommend that this initiative be 

extended to a polyclinic in the North of 

the island to accommodate nearby 

residents instead of everyone having 

to travel to the Bridgetown area and 

the South Coast for fully accessible 24 

hour care. It remains to be seen what 

services will be offered at these 

polyclinics on a 24 hour basis as this 

may require the purchase of additional 

equipment. The extended hours should 

also create jobs for those in the health 

care system.

The upgrade of the conditions within 

the A&E should greatly help in 

providing quality healthcare to its 

patients and their families and thereby 

reduce long waiting periods.

7

The 2018 budgetary proposal has been coined the People’s Plan by 
the Prime Minister. Indeed, many of the announced measures will 
have an indelible impact on the Barbadian society. These measures 
include:

Trust Loan Program

• Introduction of a Trust Loan 

program where the government 

will offer loans up to $5k to 

entrepreneurs without collateral 

on presentation of a viable, 

basic expenditure plan;

• Government will work with the 

relevant financial institutions 

on implementation of the 

program

Deloitte Comments: This program 

should serve to empower those 

Barbadians who may otherwise be 

marginalized by the banking 

system.  Most traditional banking 

institutions require information 

such as financial statements, tax 

returns and a business plan which 

the average up and coming 

entrepreneur may not have at their 

disposal. If managed well, the 

expectation would be the 

empowerment of an entrepreneurial 

class and a boost to employment. If 

not properly administered and 

monitored, this program may lead a 

recurring $10 million expenditure 

rather than a self-sustaining loan 

venture.

School Safety

• Hiring of school safety officers, 

social workers and guidance 

counselors

• Initially to be implemented in 7 

schools 

• New designation of Master 

Teachers to allow the best 

teachers to remain in teaching 

and to be compensated 

accordingly

Deloitte Comments: This seems 

to be in keeping with the tone set 

by the Prime Minister to protect the 

most vulnerable in the society 

which includes children.

© 2018. DCB Holding Ltd. and its affiliates
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Judicial System

To eliminate the current backlog of 

10,000 criminal cases, three 

temporary judges will be added to 

the court system.

Deloitte Comments: This is a 

welcomed proposal, as it should 

create efficiencies in the system be 

eliminating the backlog of criminal 

cases and expediting current ones.

Sanitation Services

The general population through the 

Barbados Water Authority (BWA) will 

now fund the removal of the 

Sanitation Services Authority 

expenditure. A new levy – Garbage 

and Sewage Contribution (GSC) will 

be implemented effective 1 August, 

2018 as follows:

• Domestic - All households will 

pay an additional $1.50 per day, 

of this $1.25 will go to the 

Sanitation Authority and 25 

cents to BWA

• Commercial - All businesses will 

contribute an additional 50% of 

their water bill with half of their 

bill going to SSA and the other 

half to BWA

Deloitte Comments: It is expected 

that the collection of revenue from 

the GSC would assist with the 

purchase of much needed additional 

garbage collection vehicles for the 

Sanitation Service Authority. 

However, this means that 

Barbadians will ultimately have 

additional expenses thereby 

reducing disposable income. There is 

also the likelihood that the 50% 

increase for commercial entities will 

be passed on to the consumers.

Poverty Alleviation and Welfare

• Temporary increase to the 

Welfare Department to the tune 

of $5 million per annum until 

poverty rates fall back

• Elimination of the approximately 

5,000 pit toilets in Barbados

Deloitte Comments: This increase 

will bring some relief to those living in 

poverty and are in desperate need of 

financial support. 

Pensioners

• An increase in the minimum non-

contributory pension from $155 to 

$225 per week

• This expenditure will be treated to 

separately by the NIS

Deloitte Comments:  This is a 

welcomed increase and would result 

in additional disposable income for 

pensioners. 

University of the West Indies

• Abolition of undergraduate tuition 

fees for students from September 

2018

• In return, students required to 

contribute to development of 

social capital by giving back a 

minimum of 100 hours in 

approved service to the country

Deloitte Comments: While many 

may applaud this measure, there are 

others that would querying this 

subsidy given the current economic 

situation and its sustainability. With 

regards to the hours of community 

service, there will be a need to obtain 

the details on what would constitute 

approved national service. 
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