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Abstract

The Bahamas faces a structural economic paradox: record tourism arrivals alongside
compounding fiscal and climate vulnerability rooted in a tourism-dependent development model.
This paper analyzes the Bahamas Debt Conversion Project for Marine Conservation (BDCPMC),
a 2024 debt-for-nature swap that aims to retire $300 million in external debt and generate an
estimated $124 million in savings earmarked for marine conservation over 15 years. Using the
BDCPMC as a primary case study, the paper argues that while the transaction meaningfully
improves debt sustainability and creates fiscal space for climate investment, early
implementation evidence reveals that institutional capacity, governance infrastructure, and
community delivery constraints limit the extent to which these financial gains are translated into
measurable resilience outcomes. The paper further argues that the marine ecosystems targeted by
the BDCPMC are not peripheral environmental assets. They are the economic foundation of the
tourism industry on which Bahamian fiscal stability depends. Delays in conservation delivery
therefore carry direct economic costs in addition to environmental ones. Drawing on Central
Bank of The Bahamas quarterly data, Ministry of Finance debt management reporting, and
BDCPMC implementation documentation, this paper contributes empirical analysis of an
early-stage debt-for-nature instrument in a Caribbean Small Island Developing State context,
with implications for how similar instruments should be designed and sequenced in comparable

economies.



1. Introduction

The Bahamas presents a paradox familiar to Small Island Developing States (SIDS):
record-breaking economic performance measured against deepening structural vulnerability. In
2025, the country welcomed 12.5 million international visitors, its highest on record and more
than 70% above pre-pandemic 2019 levels, generating substantial foreign exchange earnings and
supporting government revenue across multiple tax lines (Bahamas Ministry of Tourism, 2026).
Beneath the headline growth, the economic realities point to a fiscal system with limited capacity
to absorb shocks. Tourism effectively serves as the organizing principle of the Bahamian
economy, shaping its exposure to external demand shifts, climate shocks, and the gradual
degradation of the marine ecosystems on which the industry depends.

In November 2024, the Government of The Bahamas took a significant step toward
addressing this vulnerability. Through the Bahamas Debt Conversion Project for Marine
Conservation (BDCPMC), the government aims to retire $300 million in external commercial
debt and replace it with a new loan at a fixed rate of 4.7%, generating an estimated $124 million
in savings to be directed toward marine conservation over 15 years (Inter-American
Development Bank, 2024). The deal was structured with credit guarantees from the
Inter-American Development Bank, Builders Vision, and AXA XL Insurance, and is managed
through the Bahamas Protected Areas Fund (BPAF). Internationally recognized as the 2024 Latin
American ESG Deal of the Year by GlobalCapital, the BDCPMC represents the largest marine
conservation financing initiative in Bahamian history and the fifth debt-for-nature swap of its

kind globally (Office of the Prime Minister, 2024).



This paper asks whether the project's design and early implementation trajectory
positions The Bahamas to meaningfully break its tourism-debt-climate vulnerability cycle, and
what this experience reveals for Small Island Developing States considering similar instruments.
The central argument is that the BDCPMC improves debt sustainability by lowering borrowing
costs and creating fiscal space for climate investment. However, early implementation evidence
suggests that institutional and delivery constraints limit the extent to which these financial gains
are translated into measurable resilience outcomes. While financial restructuring creates
opportunity, it does not in itself guarantee economic resilience. The Bahamas’ engagement with
the BDCPMC demonstrates that SIDS are capable of navigating complex blended finance
mechanisms; yet, institutional constraints continue to shape how effectively those gains can be
executed in practice.

The paper proceeds as follows. Section II reviews the literature on tourism dependence,
the debt-disaster-climate nexus in Caribbean SIDS, and the design and implementation
challenges of debt-for-nature instruments. Section III establishes the Bahamian economic
context, including tourism concentration, marine ecosystem valuation, and Family Island
infrastructure constraints. Section IV analyzes the BDCPMC's transaction structure, fiscal
significance, and implementation timeline. Section V presents analysis and policy implications.

Section VI concludes and provides final thoughts.



II. Literature Review

A. Tourism Dependence and Economic Vulnerability in SIDS

Tourism is the dominant economic strategy for most Small Island Developing States,
offering comparative advantages in natural amenity, geographic accessibility, and service sector
employment that few other industries can replicate at scale. For The Bahamas, as for much of the
Caribbean, tourism is not a sector among others. It is the organizing principle of the national
economy. Yet the literature consistently identifies tourism dependence as a source of structural
fragility as much as economic opportunity.

A foundational challenge is tourism leakage: the degree to which tourism revenue exits
the local economy through foreign ownership of hotels and resorts, imported food and goods,
and oft-island booking platforms. The United Nations (2022) estimates that approximately 80%
of all money spent by tourists in the Caribbean region leaves through these leakage channels,
meaning that for every $100 in visitor expenditure, only approximately $20 circulates locally.
This leakage dynamic means that headline tourism revenue figures substantially overstate the
domestic economic benefit of visitor arrivals, and that fiscal revenues become the primary
channel through which governments capture tourism's economic contribution.

This dependence on tourism-linked fiscal revenues creates particular vulnerability in the
Caribbean context. Tourism-dependent SIDS face dual exposure to demand-side shocks such as
recessions and travel disruptions, as well as supply-side shocks, particularly climate-related
events that damage the natural amenities on which tourism depends (Hampton & Jeyacheya,
2020). For archipelagic states like The Bahamas, where the marine environment is both the
primary tourism draw and the most climate-exposed natural asset, these two vulnerability

channels are structurally linked, unable to be independent of each other.



The distinction between high-yield stopover tourism and lower-yield cruise tourism is
increasingly significant in this context. Stopover visitors generate substantially higher per-capita
fiscal and economic returns than cruise passengers, who spend the majority of their time aboard
ship and whose shore expenditure is largely pre-purchased through cruise line packages. As the
literature on inclusive growth in tourism-dependent SIDS notes, the composition of the visitor
base matters as much as its volume for assessing the genuine economic contribution of tourism
to development (Hampton & Jeyacheya, 2020).

Reef ecosystems occupy a central position in this analysis. The Nature Conservancy's
Mapping Ocean Wealth initiative estimates that reef-associated tourism across the Caribbean
generates more than $7.9 billion annually, accounting for approximately 23% of all tourism
spending and more than 10% of regional GDP, with The Bahamas specifically identified as
receiving the equivalent of more than one million reef-linked visitors per year (TNC, 2019).
Coral reefs are economic infrastructure in addition to environmental assets. Their degradation
represents a direct threat to the tourism revenue base on which Bahamian fiscal stability depends,
and their conservation is therefore an economic competitiveness argument as much as an

environmental one.

B. The Debt-Disaster-Climate Nexus in Caribbean SIDS

Caribbean SIDS face a well-documented cycle in which climate disasters force
reconstruction borrowing, deepening public debt and crowding out investment in the resilience
infrastructure that would reduce future disaster costs. The Overseas Development Institute
(2022) identifies this as a structural trap: disasters fuel debt, which in turn limits the fiscal space

for resilience investment, which increases vulnerability to future disasters. Dominica's



experience following Hurricane Maria, where damages equaled 269% of GDP from a single
storm, represents an extreme case of a pattern affecting the entire region to varying degrees.

The Caribbean's position in global climate finance reinforces this vulnerability. Despite
contributing less than 1% of global greenhouse gas emissions, Caribbean SIDS have faced rising
external debt, up 170% since 2008, while receiving only a fraction of the climate finance pledged
by developed nations (ODI, 2022). Many Caribbean nations are further disadvantaged by
income-based eligibility criteria for concessional finance that fail to account for climate
vulnerability, leaving middle-income SIDS like The Bahamas largely excluded from the most
favorable financing terms despite facing disproportionate climate risk.

Regional risk-pooling mechanisms have demonstrated the potential to partially address
this gap. The Caribbean Catastrophe Risk Insurance Facility (CCRIF) has provided over $300
million in rapid payouts to 15 governments within 14 days of qualifying disaster events,
demonstrating that collective financial architecture can deliver meaningful support at the
moment of acute need (CCRIF, n.d.). The CCRIF model is instructive for understanding the
BDCPMC: both instruments leverage regional or multilateral structures to achieve financing
terms that individual SIDS could not access alone.

The emergence of debt-for-nature swaps as a financing mechanism in the Caribbean
represents a significant evolution in how SIDS are engaging with the intersection of debt
sustainability and climate resilience. Barbados, Belize, and Grenada have each completed debt
conversion transactions that linked debt relief to conservation commitments, generating both
fiscal savings and environmental outcomes. The IMF's analysis of debt-for-climate swap design
identifies the key structural features that determine success: the size of the interest rate

differential between retired and new debt, the credibility of the conservation commitment



framework, the institutional capacity of the receiving fund, and the robustness of the monitoring

and verification architecture (IMF, 2022).

C. Debt-for-Nature Swaps: Design, Promise, and Implementation Challenges

Debt-for-nature swaps operate on a straightforward financial logic that a country retires
higher-cost debt and replaces it with lower-cost debt, with the interest savings directed toward
conservation or climate commitments. In practice, the mechanics are more complex. Most recent
transactions, including the BDCPMC, rely on multilateral credit guarantees to achieve the
favorable loan terms that generate meaningful savings. Without the IDB's $200 million guarantee
in the Bahamian case, Standard Chartered would not have extended a $300 million loan at 4.7%
to a sovereign borrower carrying debt-to-GDP ratios above 70%. The guarantee structure is what
makes the transaction possible as opposed to incidental (IMF, 2022).

The academic literature on debt-for-nature swaps is still developing. As
Cepero-Carbonell et al. (2025) note in a recent review, the field is transitioning from exploratory
analysis of the instrument's conceptual potential to empirical research on actual implementation
outcomes. This transition reflects the maturation of the instrument, as the first wave of Caribbean
blue economy swaps has now closed and researchers are beginning to assess whether the
conservation and fiscal promises made at financial close are being realized in practice.

The implementation gap, meaning the lag between financial structuring and conservation
delivery, is identified as a key challenge in this emerging literature. Complex blended finance
instruments require institutional infrastructure that does not emerge automatically at financial
close, including fund governance frameworks, grant management capacity, monitoring and
evaluation systems, community engagement mechanisms, and technical oversight capabilities. In

most cases, this infrastructure must be built in parallel with or after the financial transaction,



creating a period during which conservation commitments are nominally in place but
operationally unfunded. Folke’s (2006) social-ecological systems framework is useful here, as it
highlights that resilience is not a property of financial instruments but of the socio-institutional
systems through which those instruments operate. A debt swap that generates fiscal savings does
not automatically produce ecological or economic resilience; rather, these outcomes depend on

the governance architecture through which those savings are received and deployed.

III. The Bahamian Context

A. Tourism Concentration and Fiscal Exposure

The Central Bank of The Bahamas' Quarterly Economic Review for December 2025
provides a detailed portrait of an economy performing well on headline metrics while exhibiting
significant structural concentration. Total visitor arrivals reached a record 12.5 million in 2025,
driven overwhelmingly by sea traffic. Cruise arrivals exceeded 10.6 million, accounting for
86.5% of total arrivals and nearly double 2019 levels, while air arrivals held at approximately 1.7
million foreign visitors (Bahamas Ministry of Tourism, 2026; Central Bank of The Bahamas,
2026). This divergence between air and sea arrival trends is fiscally significant, as cruise
passengers generate lower per-visitor returns than stopover visitors, meaning that a headline
figure of 12.5 million arrivals overstates tourism’s actual contribution to the domestic economy.

Figure 1 illustrates the divergence between air and sea arrival trends over this period.



Air vs. Cruise Visitor Arrivals, The Bahamas, 2019-2025
Sources: Bahamas Ministry of Tourism (2026); Central Bank of The Bahamas (2026)
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Figure 1 Foreign Visitor Arrivals to The Bahamas by Mode, 2019-2025 (in millions) Note.

Pandemic years 2020 and 2021 omitted due to anomalous travel restrictions. Air arrivals data represents foreign air
arrivals. Sea arrivals data represents cruise passenger arrivals at the first port of entry. Sources. Bahamas Ministry of

Tourism (2024, 2026); Central Bank of The Bahamas (2026).

The fiscal implications of tourism concentration are visible in the government's revenue
structure. Value Added Tax (VAT) proceeds accounted for 57% of total tax revenue in the most
recent fiscal period, growing by over 20% year-on-year (Central Bank of The Bahamas, 2026).
VAT in The Bahamas is levied heavily on tourism-related transactions, including hotel stays,
restaurant meals, and retail purchases, making it highly sensitive to fluctuations in visitor volume
and spending. Departure taxes represent an additional revenue line directly tied to visitor counts.
The combined effect is a government revenue base that tracks tourism activity closely, with
limited diversification across other economic sectors.

U.S. market concentration adds a further dimension of vulnerability. Approximately

80.9% of air departures to The Bahamas originate from the United States, creating significant
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exposure to U.S. economic conditions, travel demand, and policy environment (Central Bank of
The Bahamas, 2026). This geographic concentration means that a U.S. recession, a significant
shift in American travel preferences, or policy-level disruptions to cross-border travel could
generate outsized fiscal consequences for the Bahamian government with limited ability to offset
losses through alternative markets in the short term.

Additionally, the labor market implications of tourism concentration contribute to fiscal
vulnerability through their effect on income stability and demand sensitivity. Employment in the
Bahamian tourism economy is heavily concentrated in hospitality, food service, and retail roles
that are characteristically seasonal, wage-compressed relative to the cost of living, and highly
sensitive to demand shocks. When hurricane activity or a contraction in U.S. consumer spending
reduces visitor arrivals, the resulting revenue loss to the government and the resulting job losses
to households are simultaneous consequences of the same structural exposure. A
tourism-dependent economy faces more than fiscal fragility, as external shocks simultaneously
threaten government revenue and household income, with limited buffers at either level.

Taken together, these structural features constitute a fiscal and labor market architecture
with limited resilience. The Bahamas is not merely exposed to tourism volatility; instead, it is
dependent on a narrow segment of tourism activity within a concentrated market, where fiscal
revenues and employment are structurally linked to transaction volumes rather than diversified

economic value-added.

B. Marine Ecosystems as Economic Infrastructure

The marine environment is not incidental to the Bahamian tourism economy but
constitutes its primary asset. The Bahamas' famous turquoise waters, coral reefs, and diverse

marine ecosystems are the foundational amenity that differentiates the destination in a
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competitive regional tourism market. The Nature Conservancy's reef tourism research, discussed
in Section II-A, identifies The Bahamas as one of the Caribbean's most reef-dependent tourism
economies, with reef-linked arrivals representing a substantial share of the high-yield stopover
segment that delivers the greatest fiscal and economic returns (TNC, 2019).

The economic significance of marine ecosystems extends beyond tourism. The spiny
lobster fishery alone generates approximately $100 million annually, representing a meaningful
share of non-tourism export earnings (Washington Times, 2024). Coral reefs also provide coastal
protection services that reduce the physical and economic damages from storm surge and
hurricane impacts, a function of particular relevance in an archipelago still recovering from the
Category 5 destruction of Hurricane Dorian in 2019. The economic value of reef ecosystems is
therefore multidimensional: tourism revenue, fisheries income, and avoided disaster costs all
flow from the health of the same marine environment.

Reef degradation represents an amplifying risk to an already concentrated tourism base.
Global coral bleaching events, ocean acidification, and the direct physical impacts of intensifying
hurricanes are progressively reducing reef coverage and diversity across the Caribbean. For The
Bahamas, where more than 17% of coastal waters are already under protected status representing
over 6 million hectares of ocean, the management of marine protected areas is not an
environmental policy matter alone. It is an economic risk management imperative (Washington
Times, 2024).

Beyond aggregate performance, the distribution of tourism’s economic benefits adds an
important dimension to this analysis. As discussed in Section II-A, a substantial share of tourism
revenue exits the local economy through foreign-owned resort chains, imported goods, and

off-island booking platforms. The value that remains is unevenly distributed, concentrated in
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Nassau and primary resort corridors, while Family Island communities participate largely
through lower-wage service employment with limited pathways to asset ownership or business
development. As a result, even strong tourism growth does not necessarily translate into
broad-based income gains or reduced household vulnerability across the archipelago.

The BDCPMC's blue economy grant priorities, which include sustainable fisheries,
community-based conservation, and reef restoration, are implicitly a response to this
distributional dynamic. By directing conservation investment toward activities that can generate
local employment and income in Family Island communities, the BDCPMC's design anticipates
a more economically inclusive model of marine resource management than the existing tourism
economy provides. Whether those grant priorities translate into diversified employment and
income at the community level depends, again, on the implementation architecture receiving and
deploying them. The BDCPMC's conservation mandate is therefore best understood not as an
add-on to a debt restructuring transaction but as an investment in the natural and economic

infrastructure that could sustain a more resilient and broadly shared growth model.

C. The Family Islands Dimension

The Bahamas consists of more than 700 islands and cays, of which approximately 30 are
permanently inhabited. The 2022 Census of Population and Housing reveals that population and
economic activity are heavily concentrated in New Providence (Nassau) and Grand Bahama,
with the Family Islands accounting for a disproportionately small share of economic output
relative to their geographic extent (Bahamas Department of Statistics, 2022). This geographic
and economic fragmentation creates structural constraints on the delivery of policy commitments

that require institutional presence, infrastructure, and administrative capacity at the local level.
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Family Island infrastructure gaps are well documented and introduce practical constraints
on implementation. Reliable internet connectivity remains limited across much of the out-island
archipelago, restricting access to digital financial services, remote administrative support, and
online grant application processes (Bahamas Chamber of Commerce, 2024; Nassau Guardian,
2024). Banking infrastructure is similarly sparse in many communities, narrowing the financial
channels through which grant disbursements and conservation payments can flow. Transportation
links between islands are also irregular and costly, adding friction to the supply chains and
technical support networks required for conservation project implementation.

The Family Islands Development Encouragement Act (2008) provides qualifying
residents and businesses on designated out-islands with customs duty exemptions on building
materials, equipment, and technology inputs — a fiscal incentive designed to reduce the cost of
development in remote communities. While the Act lowers barriers to physical infrastructure
investment, it does not address the connectivity, banking access, or institutional capacity gaps
that most directly constrain the delivery of conservation financing at the community level.

These constraints are directly relevant to the BDCPMC's stated community benefit
commitments. The Government of The Bahamas explicitly committed at the transaction's launch
to rolling out the initiative across Family Island communities, promising job creation and
community-driven resource management groups (Office of the Prime Minister, 2024). The
Family Islands Development Encouragement Act provides a legislative framework for
supporting out-island economic development, but legislative intent and operational delivery are
distinct challenges. The infrastructure gaps that have historically constrained Family Island
economic development do not disappear at the financial close of a conservation financing

transaction. They represent a pre-existing structural constraint that the BDCPMC's
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implementation architecture must navigate. It is against this backdrop of structural tourism

dependence and fiscal concentration that the BDCPMC must be understood.

IV. The Bahamas Debt Conversion Project for Marine Conservation: Structure and

Implementation

A. Transaction Structure and Fiscal Significance

The structural vulnerabilities established in the preceding sections — tourism
concentration, fiscal exposure, and Family Island infrastructure constraints — define the
economic context in which the BDCPMC must be evaluated. The transaction closed in
November 2024 with the Government of The Bahamas using a $300 million foreign-currency
loan from Standard Chartered to refinance existing liabilities, including $218.1 million in
eurobonds retired through a public tender offer and $81 million in commercial bank debt (The
Tribune, 2025). The new loan carries a fixed interest rate of 4.7% and is supported by a
comprehensive guarantee package comprising $200 million from the Inter-American
Development Bank, $70 million from Builders Vision, and $30 million in credit insurance from
AXA XL (The Tribune, 2025). The Nature Conservancy’s Nature Bonds Program served as the
conservation structuring partner, with the Bahamas Protected Areas Fund designated as the
independent conservation fund manager and the Bahamas National Trust identified as a key
conservation delivery partner.

The fiscal significance of the transaction is visible in the Ministry of Finance's debt
management reporting. The weighted average interest rate on The Bahamas' external eurobond

portfolio stood at 7.39% prior to the transaction (The Tribune, 2025). The new $300 million loan
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at 4.7%, a differential of approximately 269 basis points on the eurobond component, generates
sufficient interest savings over the 15-year term to fund $124 million in marine conservation,
equivalent to approximately $8.3 million annually (IDB, 2024). Following the transaction, the
weighted average interest rate on the overall external debt stock declined by 18 basis points to
5.65% (The Tribune, 2025). Expressed relative to The Bahamas’ annual government revenue,
$8.3 million represents a modest but consistent and self-financing conservation commitment,
embedded in the fiscal savings generated by the refinancing rather than requiring new budget
appropriations.

An additional $20 million endowment was established to provide conservation financing
in perpetuity beyond the 15-year term, ensuring that the BDCPMC's conservation mandate
extends beyond the life of the loan. The transaction's international recognition as the 2024 Latin
American ESG Deal of the Year by GlobalCapital reflects both its financial sophistication and its
significance as a template for other SIDS seeking to access climate finance through innovative
debt management (Office of the Prime Minister, 2024).

The broader debt context matters for understanding the transaction's significance. Total
Bahamian public sector debt exceeded $13 billion at end-December 2024, with the debt-to-GDP
ratio at approximately 79.2%, an improvement from the pandemic peak of 88.7% but still
elevated relative to the government's medium-term target of 50% by FY2030/2031 (The Tribune,
2025; Bahamas Ministry of Finance, 2025). The BDCPMC's contribution to debt sustainability is
therefore incremental as opposed to transformative in isolation, but it demonstrates that
innovative financing mechanisms can generate meaningful fiscal space while simultaneously

advancing conservation objectives.
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B. Implementation Timeline and Institutional Architecture

The BDCPMC's implementation timeline reveals the structural lag between financial
innovation and conservation delivery that characterizes complex blended finance instruments.
The Conservation Agreement between the Government of The Bahamas and the BPAF was
signed in November 2024 at financial close. The BPAF's first call for project concept proposals
did not open until August 1, 2025, nine months after the Conservation Agreement was signed,
with a closing date of September 1, 2025 (BPAF, 2025). A second call for project concepts
opened on February 19, 2026, with a closing date of April 17, 2026, meaning the second grant
cycle closed just days before this paper was completed (BPAF, 2026). The grant process follows
a two-phase structure: concept proposals are first screened for eligibility, with shortlisted
applicants then invited to submit full proposals for independent review by the BPAF Grants
Review Committee before final approval by the BPAF Board of Directors. This multi-stage
process, while consistent with sound grant governance, adds further time between application

and disbursement.

First Call for Project Concepts Opens Second Call Closes
Financial Close & Conservation Agreement Signed First Call Closes Second Call Opens

— _ S RPN ——— =
2024 2025 2026 2!

Figure 2 BDCPMC Implementation Timeline: Financial Close to Second Grant Cycle, November

2024 to April 2026 Note. Timeline reflects publicly documented milestones only. Sources. BPAF (2025, 2026);
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Office of the Prime Minister (2025).

The grant architecture established through these calls reflects both the ambition and the
constraints of the BDCPMC's community delivery model. Seven conservation priority areas have
been identified, spanning marine protected area management, reef restoration, coastal resilience,
sustainable fisheries, and community-based conservation. Individual grants are capped at
$50,000 per project, a figure that reflects the BPAF's early-stage institutional capacity and the
administrative burden of managing a larger portfolio of smaller grants compared to a smaller
number of larger investments (BPAF, 2026).

Notable in the public record is the absence of disbursement reporting or conservation
milestone tracking since the BDCPMC's launch. As of April 2026, 17 months after financial
close, the BDCPMC's dedicated government web portal, hosted through the Office of the Prime
Minister under a .gov.bs domain, remained in pre-launch status, inviting visitors to sign up for
notification of when the full website launches and future opportunities are posted (Government
of The Bahamas, 2026). No public documentation of approved grants from the first call for
proposals, conservation outcomes achieved, or community benefit delivery has been published
through official channels. This absence does not confirm that no progress has been made;
institutional grant cycles routinely involve extended review and approval processes. However,
the combination of a pre-launch government website and no publicly reported disbursements or
conservation milestones 17 months after financial close represents a governance gap that limits
the ability of civil society, researchers, and the public to assess whether the transaction's

conservation commitments are being fulfilled on the intended timeline.
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C. The Implementation Gap: Financial Innovation and Institutional Readiness

The nine-month lag between the BDCPMC's financial close and the opening of its first
grant cycle reflects a structural pattern documented across comparable transactions in SIDS
contexts. The IMF's analysis of debt-for-climate swap design identifies institutional capacity as a
first-order determinant of implementation success, noting that the governance infrastructure
required to manage conservation funds must be developed either in parallel with or prior to
financial close to minimize delivery lags (IMF, 2022).

Comparative evidence from the Caribbean suggests that The Bahamas' implementation
timeline is broadly consistent with regional experience. Belize's Blue Bond transaction,
completed in 2021 with TNC as conservation structuring partner, similarly required a significant
post-close institution-building period before conservation grant disbursements reached coastal
communities at scale (TNC, n.d.). Barbados' debt-for-development swap framework, announced
in 2022, has proceeded incrementally as the institutional architecture for managing conservation
commitments has been developed (Central Bank of Barbados, 2022). The pattern across these
cases is consistent: financial structuring precedes institutional readiness, and the gap between the
two is where implementation risk concentrates.

For The Bahamas, this implementation gap is driven in part by the Family Island
infrastructure constraints documented in Section III-C. The BDCPMC's community benefit
commitments are concentrated in the out-island communities where marine ecosystems are most
intact and most economically significant, and where administrative capacity, connectivity, and
financial infrastructure are most limited. The $50,000 grant cap, while modest from a
conservation finance perspective, may itself reflect a calibration to the absorptive capacity of

Family Island organizations and community groups at this stage of the BPAF's development.
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It is worth noting that this analysis does not characterize the BDCPMC as a failing initiative. The
Bahamas has demonstrated that a middle-income SIDS without investment-grade credit ratings
can access sophisticated climate finance at scale through multilateral guarantee structures, a
meaningful proof of concept for the region. The BPAF is operationally active, running its second
grant cycle less than 18 months after financial close. The institutional trajectory is
forward-moving. The core argument is that institutional readiness must be treated as a first-order
variable in instrument design, and that the economic costs of implementation lag are real and

quantifiable in a context where the assets being protected directly underpin fiscal revenue.

V. Analysis and Implications

A. Does the BDCPMC Improve Debt Sustainability and Fiscal Space?

The BDCPMC's fiscal contribution is real, but its significance is proportional.
Refinancing $218.1 million in eurobonds from a weighted average rate of 7.39% to 4.7%
generates interest savings sufficient to fund $124 million in marine conservation over 15 years
without new budget appropriations — a structurally important feature in a fiscal environment
with limited room for discretionary spending. The 18-basis-point reduction in the overall
weighted average interest rate on external debt, while modest, reflects an improvement in the
cost of carrying a public debt stock that exceeded $13 billion at end-2024. The additional $20

million endowment extends institutional continuity beyond the life of the transaction.

The transaction does not resolve the underlying fiscal architecture. At $300 million, the

BDCPMC addresses approximately 2.3% of total public sector debt. Reaching the government's
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medium-term target of 50% of GDP by FY2030/2031 requires sustained fiscal consolidation at a
scale no single debt conversion instrument can deliver. The more significant contribution of the
BDCPMC may therefore be demonstrative as opposed to arithmetic: it establishes that a
middle-income SIDS without investment-grade credit ratings can access sophisticated climate
finance through multilateral guarantee structures, lowering the perceived barrier for comparable
transactions in the region. As a proof of concept, its significance exceeds its balance sheet

footprint.

B. Are Financial Gains Being Translated Into Resilience Outcomes?

This is where the paper’s central tension becomes most visible. The fiscal gains from the
BDCPMC are locked in at financial close. They are a function of the interest rate differential and
require no further institutional action to materialize. Resilience outcomes are different. They
depend on a governance and delivery chain that was still being built when the transaction closed,
and that chain is where the implementation evidence gives reason for measured concern.

The practical consequence is an asymmetry that matters economically, not just
administratively. The reef ecosystems the BDCPMC is designed to protect are directly linked to
the fiscal revenue base. Reef-linked arrivals drive stopover tourism, stopover tourism drives VAT
receipts, and VAT accounted for 57% of total tax revenue in the most recent fiscal period. When
conservation delivery lags, the ecosystems generating that revenue continue to face pressure
without the additional investment the transaction was designed to provide. Implementation delay
is therefore not a neutral administrative outcome in this context; it represents a deferred
economic risk embedded in the same structural vulnerability the BDCPMC was designed to

address.
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The tourism leakage dynamic reinforces this pattern. If approximately 80% of tourism
spending exits the local economy, the blue economy diversification priorities embedded in the
BDCPMC'’s grant framework, including sustainable fisheries, community-based conservation,
and reef restoration, represent one of the more credible pathways for increasing the domestic
retention of tourism-linked activity. Each delayed grant cycle postpones the start of that
adjustment. The fiscal gains from the refinancing are accumulating, while the economic
diversification benefits anticipated by the transaction’s conservation mandate have yet to

materialize.

C. Implications for SIDS Designing Similar Instruments

The Bahamas’ experience with the BDCPMC points to a set of design constraints that are
structural as opposed to idiosyncratic, patterns that any SIDS pursuing a comparable instrument
is likely to encounter and that financial structuring alone cannot resolve. The nine-month lag
between financial close and the first grant cycle is not evidence of institutional failure, but of a
predictable misalignment between the pace of financial execution and the pace of institutional
development. Complex blended finance instruments require governance frameworks, grant
management capacity, monitoring systems, and community engagement infrastructure that do not
emerge automatically at closing. When these are built after the transaction instead of in parallel
with it, implementation lag becomes a structural outcome, consistent with broader findings that
institutional capacity is a first-order determinant of implementation success (IMF, 2022). This
suggests that institutional readiness investment should be treated as a pre-close requirement not a
post-close deliverable. For SIDS operating with limited administrative bandwidth, the timeline
from transaction design to financial close may need to be longer, not shorter, to allow governance

infrastructure to develop alongside the financial structure.
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This constraint is more pronounced in archipelagic contexts, where baseline
infrastructure conditions slow implementation but also define the feasible scale and speed of
community benefit delivery. The BDCPMC’s Family Island commitments are conceptually
aligned with inclusive development objectives, yet their delivery is mediated by pre-existing
limitations in connectivity, banking access, and local administrative capacity that the transaction
neither creates nor independently resolves. The $50,000 grant cap likely reflects a calibration to
this absorptive reality. For comparable instruments, infrastructure mapping becomes an
analytical prerequisite, as the delivery architecture for conservation commitments must be
designed around the actual conditions of the communities it is intended to reach.

The absence of publicly reported disbursements, conservation milestones, or community
benefit delivery seventeen months after financial close further highlights the role of governance
architecture in determining whether financial commitments translate into measurable outcomes.
This is a question of transparency as well as a constraint on the instrument’s replicability.
Debt-for-nature swaps in SIDS contexts are still building the empirical evidence base that future
designers will rely on. Without embedded public reporting requirements, including disbursement
data, conservation indicators, and community-level outcomes, that evidence base develops
slowly and incompletely. Transparency, in this sense, is a functional design requirement in place
of a governance preference appended after the fact.

Taken together, these constraints point toward a structural solution that no individual
SIDS can fully self-provision: regional capacity pooling. The institutional expertise required to
manage conservation funds, administer grant cycles, design monitoring frameworks, and engage
communities at scale is costly to develop and maintain at the national level, particularly for

governments operating with constrained administrative resources. CARICOM-level mechanisms
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for sharing technical capacity across comparable transactions, drawing on precedents in Belize,
Barbados, Grenada, and The Bahamas (TNC, n.d.; Central Bank of Barbados, 2022), could
reduce the institutional burden on individual states and accelerate implementation timelines. The
financial architecture for debt-for-nature transactions in the Caribbean is becoming more
sophisticated, but the regional institutional architecture required to deliver on their conservation
commitments has not kept pace. Until it does, the Caribbean's growing sophistication in financial

structuring will continue to outrun its capacity to deliver on the ground.

VI. Conclusion

The Bahamas Debt Conversion Project for Marine Conservation is a genuine
achievement. In a global financial architecture that systematically disadvantages small island
states, denying them concessional finance despite disproportionate climate vulnerability and
pricing their sovereign debt at rates that reflect perceived rather than actual risk, the BDCPMC
demonstrates that sophisticated engagement with blended finance mechanisms can generate real
fiscal and conservation value. The transaction improved debt sustainability, created
self-financing conservation investment, and established an institutional framework for marine
protected area management that did not previously exist at this scale.

And yet the central argument of this paper stands: financial restructuring alone does not
guarantee economic resilience. The BDCPMC's implementation trajectory, 17 months from
financial close with two grant cycles open but no publicly reported disbursements or
conservation outcomes, illustrates the structural gap between financial innovation and
institutional delivery that characterizes complex blended finance instruments in SIDS contexts.
In The Bahamas, this gap carries economic as well as environmental costs, because the marine

ecosystems the BDCPMC is designed to protect are not peripheral assets. They are the
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foundation of a tourism-dependent fiscal architecture that leaves the government exposed to any
disruption in the health and appeal of its ocean environment.

The broader lesson for Small Island Developing States is one of sequencing and design.
The financial tools for accessing climate resilience investment are becoming more sophisticated
and more accessible. The institutional infrastructure required to translate financial innovation
into measurable outcomes is developing more slowly. The Bahamas has shown that SIDS can
lead in climate finance innovation. The more difficult work of ensuring that financial innovation
delivers resilience on the ground is still underway. The effectiveness of that innovation will

ultimately be determined not at financial close, but in its delivery.
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