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Trade Preferences and Policies of the Commonwealth 
Countries of the Caribbean 

The Generalised System of Preference s 

While, under the UR agreement, the reductions 
in tariff barrier s are substantial, in many sectors 
the developing countries enjoy preferential access 
under GSP, and these MFN tariff reductions will 
actually erod e thei r margin s o f preference . A s 
regards the Commonwealth Caribbean countries 
this onl y affect s (i ) thei r export s t o develope d 
market economies (DMEs ) outside the EU, the 
US an d Canad a an d (ii ) export s t o th e US , 
Canada an d th e E U whic h ar e exclude d fro m 
the CBI , CARIBCA N an d Lom é scheme s 
respectively. However , th e onl y exclude d 
Commonwealth Caribbean exports of major sig-
nificance are apparel exports to the US which, in 
any event, are omitted from the US GSP scheme. 

The shar e o f Commonwealt h Caribbea n 
exports going to the OECD countries outside of 
North America or the EU is generally small. But 
there are some important trade flows which take 
advantage o f GS P preferences : boat s fro m 
Antigua an d Barbud a (7. 5 pe r cen t o f th e 
country's total exports to the OECD in 1991-2), 
the Bahamas (8.3 per cent), and St. Vincent and 
the Grenadines (1.5 per cent), cocoa beans from 
Grenada (10. 1 pe r cent) , fish and crustacean s 
from Guyan a (3. 3 pe r cent ) an d St . Vincen t 
(15.1 per cent), rum from Jamaica (0.9 percent)2. 
Jamaica also exports some apparel t o the othe r 
OECD countries (undergarments account for 1.7 
per cent of total exports to the OECD). Outside 
the Unite d States , Jamaican export s o f textil e 
products ar e generall y no t subjec t t o MF A 
quotas. 

GSP tariffs were not discussed in the Round 
because the US and EU argued that they are dis-
cretionary, non-negotiabl e concessions . 
However, a s th e GS P scheme s com e u p fo r 

renewal, GSP tariffs ar e likely to be adapted t o 
take the Round into account. GSP rates may be 
reduced i n respons e t o MF N tarif f reductions , 
particularly in agriculture though, for industria l 
products, most GSP rates are already zero. 

For a  number o f reason s man y developin g 
country export s t o th e develope d countrie s do 
not receive GSP treatment. Many GSP schemes 
exclude o r limi t th e preference s o n particula r 
products -  th e E U schem e inte r ali a exclude s 
many mineral s an d metals , starche s an d som e 
categories of leather and the US scheme excludes 
textiles an d apparel . Secondl y exporter s some-
times find the scheme s uneconomic wher e th e 
preference margi n is small or the rules of origin 
are not easily met. As a result the share of imports 
from GS P beneficiarie s whic h actuall y receiv e 
GSP treatment is often very low. For the OECD 
as a whole the share in 199 2 was 23.7 per cent. 

Of course South-South exports do not qualify 
for GSP treatment, though most of the transition 
economies i n Eastern Europ e a s well a s Russia 
and the Ukraine now operate GSP schemes. In 
addition, GS P tariff s ar e no t boun d i n GAT T 
terms and the various schemes can be wound up 
at th e discretio n o f th e dono r country . Thus , 
MFN tariffs are still far from being irrelevant to 
developing countries. 

One immediate effect o f reductions in MFN 
rates is then to damage Caribbean exports which 
enjoy GS P preferences. However , to the exten t 
that many exports do not qualify fo r these pref-
erences or are excluded fo r som e other reason , 
cuts i n MF N rate s ar e clearl y o f benefit . 
UNCTAD has calculated th e effects o f the UR 
on GSP preference margin s (UNCTAD 1994) . 
Its report notes that, when exports of the devel-
oping countries are classified int o seven groups, 
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trade-weighted averag e MF N tarif f reduction s 
are, with some exceptions for Canada and Japan, 
fairly consistentl y lowe r fo r developin g countr y 
exports tha n fo r develope d countr y exports . I n 
fact, give n th e highe r leve l o f pre-Urugua y 
Round overall trade-weighted MF N tariff s facin g 
imports fro m th e developin g countrie s i n th e 
markets o f th e Qua d countrie s [th e Unite d 
States, Japan, Canada and the European Union], 
Japan again being the exception, this leaves post-
Uruguay Roun d rate s facin g import s fro m th e 
developing countrie s highe r tha n thos e facin g 
imports from al l sources (p.24). In two cases - U S 
and EU tariffs on natural resource-based product s 
- th e post-UR rate s on import s from developin g 
countries ar e highe r tha n th e pre-U R rate s o n 
imports from al l sources. 

When GS P rate s ar e factore d in , a t thei r 
existing level s o r th e post-U R mos t favoure d 
nation (MFN ) rates , whichever are lower, trade-
weighted tarif f average s facin g th e developin g 
countries fal l significantl y bu t th e U R effec t i s 
attenuated. O n al l import s th e post-U R tarif f 
averages o n developin g countries ' product s 
imported into the US and Canada are still higher 
than th e averag e tariff s facin g al l import s int o 
these two countries. One reason i s the weight of 
high tariffs on textile and leather product export s 
in th e developin g countries ' total . Bu t eve n i f 
textile product s ar e take n alone , because o f th e 
developing countries ' mi x o f thes e goods , th e 
average GSP-adjuste d tarif f o n thei r export s i s 
still highe r i n th e Canadia n an d U S market s 
than th e averag e fo r al l import s o f thos e goods . 
EU tariffs , adjuste d fo r GSP rates, on non-tropi -
cal agricultura l product s fro m th e developin g 
countries are higher than thos e from al l sources. 
The same is true of Japanese import s of industri -
al items excluding textil e and leathe r products . 

The mai n significanc e o f thi s t o th e 
Caribbean i s not so much that their limited GS P 
exports will  b e damaged , bu t tha t th e U R wil l 
make diversification o f exports int o new OEC D 
markets more difficult. Export s of the DMEs will 
generally enjo y greate r tarif f cut s tha n thos e o f 
the developin g countries . Export s o f apparel , 
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footwear an d non-tropical agricultura l products , 
including, fo r example , winte r vegetables , wil l 
benefit least . 

The Lomé Convention 

As regard s th e AC P States , mos t o f th e sam e 
considerations concerning th e erosion of prefer -
ences appl y a  fortior i sinc e Lom é trad e 
preferences ar e less hedged with restrictions tha n 
those unde r th e GS P schemes . I t appear s tha t 
close to 10 0 per cent of dutiable good s originat -
ing i n th e AC P State s ar e grante d preferentia l 
access in th e E U market . Unfortunately th e E U 
Commission doe s no t mak e publi c statistic s o f 
the values of imports from ACP sources , in tota l 
or by commodity group , that receive preferentia l 
treatment vis-à-vi s import s from othe r develop -
ing countries . 

The Lom é Conventio n provide s fo r prefer -
ential acces s t o th e E U market , a t leas t 
equivalent t o GSP treatment and guaranteed fo r 
the life of the Convention, currently ten years. In 
manufacturing, thi s preference i s constrained b y 
rules o f origin , thoug h derogation s fro m thes e 
are available -  normall y grante d readil y accord -
ing t o th e Commissio n -  o n applicatio n t o 
Brussels. 

Under Lom é IV , Commonwealth Caribbea n 
exporters hav e tariff - an d quota-fre e entr y int o 
the EU marke t with respec t to all manufacture d 
goods excep t ru m (se e below) . AC P State s ar e 
not subject to MFA quotas. For agricultural goods 
there are special preferences, generally tariff-fre e 
and NTB-fre e acces s for product s no t produce d 
under Commo n Agricultura l Polic y (CAP ) 
regimes o r no t competitiv e wit h suc h product s 
(e.g. cane sugar competing wit h beet) . For CA P 
or CAP-competitive goods , including rice, there 
is generally some alleviation of the tarif f or vari-
able levy . 

Prior to the implementation o f the UR agree -
ment, th e thre e mai n instrument s o f preferenc e 
in agricultura l trad e wit h th e E U were : deroga -
tion fro m tariffs , subject , fo r certai n fruit s an d 
vegetables, t o th e marketin g timetable , thoug h 



Table 4: Share of selected products in exports to the European Union, 1988-93, per cent 

Source: COMEXT data bank 

for mos t CA P product s tariff s wer e smal l and ticula r ACP States at a price negotiated annual-
used t o supplement variabl e levies ; reductions l y but which in the past has closely followed the 
(of abou t 5 0 per cent) i n the variable levy , pric e guarantee d t o EU sugar bee t growers . A 
though in many cases subject to tariff quotas, on significan t fal l in internal prices would likely be 
maize, millet , sorghu m an d rice, poultry meat , reflecte d i n the price pai d fo r ACP sugar. 
pig meat and dairy products; and specific quotas Betwee n 198 6 and 1993 the ACP Guarantee d 
for beef, sugar, rum and bananas. Since the begin- Pric e had fallen in nominal terms by 3.5 per cent 
ning of 1995, the EU's variable levies and other and , in real terms, when deflated by the price of 
agricultural NTBs have been tariffied. Most CAP tractor s or centrifugals o r by the UK retail price 
products the Lomé countries now enjoy tariff-free index , by 21 to 33 per cent (virtually all the sugar 
or tariff-reduced quotas . But it is the quotas for i s sold to the UK). 
sugar an d bananas tha t reall y coun t fo r the Unde r Protocol 5 of Lomé IV, rum from the 
Commonwealth Caribbea n countries , with the AC P State s i s admitted t o the EU duty-free in 
special acces s arrangement s fo r rice bein g o f quantitie s determined on the basis of the largest 
major significance for Guyana (see Table 4). amount s importe d ove r the last three year s for 

Under the Sugar Protocol to Lomé IV the EU whic h statistic s ar e available, increase d b y a n 
guarantees to buy specific quantitie s fro m par - annua l growt h rat e o f 37 per cent o n the UK 

THE URUGUA Y ROUN D AN D NAFTA : TH E CHALLENGE FO R COMMONWEALTH CARIBBEA N COUNTRIE S 21 

Belize 

St. Kitts/Nevis 

The Bahamas 
Dominica 

Jamaica 

St. Lucia 
St. Vincent 
Barbados 

Trinidad/Tob. 

Grenada 
Guyana 

Total 

Bananas 
Sugar 
Sugar 

Rum 

Bananas 

Sugar 

Bananas 
Sugar 

Rum 

Bananas 
Bananas 
Sugar 
Rum 
Sugar 
Rum 

Bananas 
Rice 
Sugar 
Rum 
Bananas 

Rice 
Bananas 
Sugar 
Rum 
4 product s 

1988 

34.9 
50.8 
85.3 

15.5 
93.2 

0 
10.3 
29.1 

4.1 

96.6 
75.6 
71.5 

2.9 
13.7 
16.7 

36.1 
13.5 
44.2 

9.1 
10.5 

4.1 
19.7 
14.9 

5.1 
43.8 

1989 

38.0 
50.1 
93.4 

11.0 
83.0 

9.6 
6.6 

20.5 

1.9 
96.2 
79.6 
44.4 

6.3 
11.5 
24.6 
38.4 
8.3 

54.7 
9.4 
8.3 

2.5 
14.8 
13.6 

5.7 
36.6 

1990 

32.9 
57.3 
98.2 

13.9 
92.2 

0 

15.5 
20.1 

2.4 
96.7 
86.3 
65.1 
4.7 

10.9 
28.1 
48.5 
10.0 
56.8 
9.4 
7.3 

2.5 
17.2 
13.6 

7.0 
40.3 

1991 

30.0 
56.3 
98.0 

17.1 

94.2 

0 
17.7 
22.1 

2.3 
95.5 
89.8 
73.6 

3.5 
13.8 
26.0 
47.8 

9.7 
55.4 
8.3 

10.7 

2.2 
17.6 
15.4 

7.5 
42.7 

1992 

32.4 
56.2 
77.2 

13.8 

88.6 

7.1 

16.5 
22.1 

2.6 
91.3 
62.4 
67.4 

3.9 
13.3 
42.4 

49.6 
4.2 

71.6 
5.3 
9.4 

1.3 
17.0 
17.4 

8.3 
44.0 

1993 

42.4 
40.6 
93.7 

11.8 

83.6 

9.1 
14.3 
20.6 
2.2 

93.3 
48.7 
58.2 
4.4 

15.3 
47.1 

24.5 
6.6 

62.7 
11.2 
15.1 

1.0 
15.7 
15.2 
9.0 

40.9 



market an d 2 7 pe r cen t o n othe r E U markets . 
The abolitio n o f th e Communit y tarif f quot a i s 
projected fo r 1996 . Th e Bahamas , Guyana , 
Jamaica an d Trinida d an d Tobag o suppl y abou t 
66 per cent o f the worl d export s of rum and ar e 
generally perceive d a s being competitive i n th e 
sector. 

A ne w an d controversia l banan a regim e ha s 
been establishe d b y th e E U an d ha s com e int o 
operation in 1994. Up to 1993 the EU market was 
compartmentalised wit h certai n Membe r State s 
maintaining quotas or import prohibitions to pre-
serve markets for their traditional suppliers. These 
mechanisms wer e inconsisten t wit h th e 199 2 
Single European Market. The difficulty i n finding 
a mechanis m whic h continue d t o giv e specia l 
access to the traditional suppliers within a  single 
market for bananas was compounded by the nee d 
to inven t a  regime tha t coul d b e justified unde r 
GATT rules , particularly i n a year when th e U R 
negotiations were coming to a head. In the even t 
GATT has condemned th e regime and bot h th e 
Latin America n an d th e AC P exporter s fee l 
aggrieved by the new arrangements . 

The ne w regim e depends on th e us e of tarif f 
quotas an d differentia l tarif f rate s t o maintai n 
markets for the ACP suppliers vis-à-vis the mor e 
price competitiv e dolla r banan a producer s o f 
Central America , Ecuado r an d Colombia . E U 
supplies -  fro m Martinique , Guadeloupe , th e 
Canaries, Algarve and Crete - ar e not restricted . 
Quotas base d o n traditiona l import s from AC P 
sources ente r duty-fre e (u p t o a  tota l 857 , 00 0 
tonnes) whil e th e dolla r banan a producers , 
together wit h non-traditiona l AC P productio n 
(above-quota amount s fro m traditiona l suppli -
ers o r import s fro m ne w AC P suppliers) , ar e 
limited t o a tariff quota of 2.1 million tonnes fo r 
1994, rising to 2.2 million tonnes in 199 5 with a 
duty o f 7 5 Ecu/tonne s (roughl y 1 5 pe r cent ) o r 
zero in the case of the ACP. In this way the pre -
vious importer s an d processor s o f AC P o r E U 
imports are given an incentive t o continue wit h 
those suppliers . Import s abov e th e tarif f quot a 
are subject t o a prohibitive tariff . 

A numbe r o f Commonwealt h Caribbea n 

countries, i n particula r th e Windwar d Islands , 
are stil l ver y dependen t o n export s o f bananas . 
Some discussio n o f th e detail s o f th e regim e i s 
given in Appendix A . The genera l conclusion is 
that, i f the regime survives further possibl e com-
plaints in the W TO framework, i t could provid e 
a lifelin e -  i n th e for m o f stable market s bu t a t 
significantly reduce d price s - fo r th e Caribbea n 
producers until 200 2 when i t is due to be ended . 
What i s critical i s that the process of diversifica -
tion i s accelerated, so that the end to the regim e 
does no t leav e th e mos t dependen t countrie s 
with vas t gaps in thei r expor t revenues . 

Under Annex 40 of Lomé IV the ACP State s 
have a  preference i n thei r export s of rice t o th e 
EU in the form of a reduction i n the impor t levy 
of 50 per cent together with a specific Ecu reduc-
tion dependin g o n th e natur e o f the rice , al l u p 
to a maximum o f 125,00 0 tonnes of husked ric e 
equivalent an d 20,00 0 tonne s o f broke n rice . 
Among th e Commonwealt h Caribbea n coun -
tries, onl y Guyan a i s a  significan t exporte r o f 
rice. Bu t ther e hav e bee n complaint s fro m 
Guyana and Surinam - als o a major rice exporter 
- tha t presen t rice quotas are insufficient . 

The Mid-Ter m agreemen t o n th e Urugua y 
Round already saw some reductions in ACP tarif f 
preferences o n tropical beverages. The Final Act 
sees furthe r erosio n o f preference s o n mos t o f 
these products . I n som e cases , ACP preference s 
have bee n eliminate d b y bringin g MF N tariff s 
down t o zero . This ha s bee n th e cas e i n coco a 
beans and coffee beans . 

The rol e o f othe r AC P preference s i n 
Commonwealth Caribbea n export s i s a t bes t 
ambiguous. Throug h a  comprehensiv e stud y o f 
detailed A C P expor t data , McQuee n an d 
Stevens (1989 ) identifie d a  set of non-tradition -
al product s wher e ther e ha s bee n a n 
encouragingly rapi d growt h o f AC P export s o f 
new commodities ; bu t th e growt h a t issu e i n 
almost every instance was of the exports of some 
African o r Pacific country. Even then th e result s 
could be interpreted i n different ways . McQueen 
and Steven s (1989 ) interprete d the m (includ -
ing those on agricultural products) a s evidence of 
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the value of preferences and of further potential , 
though admitting that, within their sample, there 
seemed to be little correlation betwee n success 
and th e dept h o f th e preferenc e margin . 
Davenport and Stevens (1990 ) argue that tarif f 
preferences per se have had no clear effect on the 
ACP export s o f crud e o r processe d tropica l 
products relative to developing country exports 
as a whole. 

The only Commonwealth Caribbean country 
to feature i n these result s was Jamaica an d th e 
only significan t performanc e wa s i n miscella -
neous cu t flowers  (C N 060319 ) an d oute r 
garments, knitted or crocheted (CN 6005). Since 
those dat a were collected , Jamaican export s of 
cut flowers have stagnated. 

The Caribbean Basi n Initiative (CBI) and 
CARIBCAN 

Under the Caribbean Basin Economic Recovery 
Act (CBERA) of 1990, which extended the orig-
inal 198 3 Act , Commonwealt h Caribbea n 
countries enjoy tariff - an d quota-fre e acces s t o 
the US market for all goods, subject to a short but 
critical lis t o f exceptions . Thes e exception s 
include most textiles and apparel , some leather 
goods including footwear, petroleum and petro-
leum products , canne d tun a an d certai n 
agricultural products . Tariff s o n handbags , 
luggage an d mos t leathe r good s othe r tha n 
footwear wer e reduce d b y 2 0 per cen t i n fiv e 
equal annual stages beginning in January 1992. 
Ethanol an d ethy l alcohol , sugars , syrups , 
molasses and beef and veal are eligible for duty-
free entr y onl y i f th e exportin g countr y ha s 
submitted an acceptable stable food productio n 
plan. Suga r export s ar e subjec t t o U S quota s 
which vary from year to year. 

Exports benefiting from CBI access are subject 
to rules of origin, which basically require that : 

35 per cent of value added be contributed 
by the country in question, though this may 
be cumulated over CBI countries and up to 
15 per cent may take the form of imports 
from the United States; 
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a substantial transformation take s place in 
the CBI country, which is now interpreted 
as a shift i n HS classification . 

The benefit s o f th e CB I programm e ove r 
those of the US GSP are that: 

the CBI is not time-limited as is the GSP -
thus it is more likely to stimulate FDI; 

the CBI allows for cumulation to meet the 
rules of origin whereas the GSP does not; 

designated GSP beneficiaries may be· 
graduated from the programme - losin g all 
benefits - wherea s there is no graduation 
from the CBI. Also there is no country-
product graduation comparable to the GSP 
competitive-need limits; 

there are additional financial provisions 
under the CBI including scholarship 
assistance and agricultural infrastructur e 
support. 

The main Commonwealth Caribbean exports 
products benefitin g fro m th e CBER A ar e car -
boxy lic acid drug s (Bahamas) , stee l wir e ro d 
(Trinidad an d Tobago) , ethy l alcoho l an d ra w 
sugar (Jamaica), switches for switching (sic) (St. 
Kitts and Nevis), rum and yams (Jamaica), frozen 
orange juic e (Belize) , methano l (Trinida d an d 
Tobago), electrical resistors (Barbados). In recent 
years the share of manufactured good s has risen 
at the expense of food and raw materials. 

The stron g growt h of the shar e o f Trinidad 
and Tobago has been due to exports of iron and 
steel rod s an d bars . Amon g th e smalle r 
Commonwealth Caribbean countries, Belize was 
the principa l supplie r unde r th e CB I o f froze n 
orange juice . The rapi d growt h i n Dominica' s 
exports was largely owing to increased consign-
ments of grapefruit juice and ginseng. The sharp 
decline i n CBI export s by St. Vincen t an d th e 
Grenadines ma y have been associated with th e 
closure o f a  tenni s racke t factory , a  significan t 
blow t o hopes tha t th e CBERA would brin g a 
wave o f ne w manufacturin g t o th e smalle r 



Table 5: US imports under the CBERA, 1986-90, $ 000 

Antigua 

Bahamas 

Barbados 

Belize 

Dominica 
Grenada 

Guyana 

Jamaica 
St. Kitts 

St. Lucia 
St. Vincent 
Trinidad 

total 

Jamaican exports 
as % of tota l 

1984 

114 
0 

13,376 
4,621 

9 
2 
n.a. 

44,737 

6,757 

1,413 
55 

6,422 

77,506 

57.7 

1990 

675 
8,578 

15,198 

18,566 

1,330 

2,809 
521 

60,689 
10,136 
3,552 
1,517 

38,274 

161,845 

37.5 

1992 

324 
93,324 

15,478 

23,733 

1,008 

1,081 
1,202 

48,154 
14,172 

3,935 
165 

44,695 

247,271 

19.5 

1993 

1,110 

167,110 

20,176 

12,526 

1,293 
144 

1,242 

76,451 
15,985 
4,463 

233 
44,593 

345,326 

22.1 

Total US 
imports, 93 

$m. 

14.8 

341.5 

34.0 

49.0 

5.8 
7.9 

87.9 
710.3 
23.8 
31.3 
4.9 

783.7 

2,094.9 

33.9 

CBERA impts. 
as % total 

US imports 93 

7.5 
48.9 

59.3 

25.6 
22.3 

1.8 
1.4 

10.8 
67.2 
14.3 
4.8 
5.7 

16.5 

Source: USITC  (1994) 

islands. The factory appears to have failed when 
weakness i n th e U S dolla r rendere d import s 
uncompetitive. 

US import s unde r th e CBER A fo r selecte d 
years are shown, together with tota l import s in 
1993, in Table 5. The total value of exports ben-
efiting from the CBERA has been rising rapidly 
though onl y 16. 5 pe r cen t o f Commonwealt h 
Caribbean export s actuall y benefite d i n 1993 . 
This figure is low because US imports duty-fre e 
under th e MF N tarif f schedul e o f unde r th e 
United States Generalized System of Preferences 
are include d i n th e denominator . Takin g U S 
imports from al l CBERA countries, 21 per cent 
in 199 3 entered duty-free unde r the MFN, 18.5 
per cent under the CBERA, 21.5 per cent under 
the special regimes for goods manufactured fro m 
US inputs, and 5.2 per cent under the GSP and 
other preferentia l scheme s USITC , 1994) . 
Where a  product coul d benefi t fro m eithe r th e 
CBERA o r th e GS P i t i s classified a s enterin g 
duty-free unde r the CBERA which i s the mor e 
advantageous of the schemes. However, that does 
make the statistics difficult t o interpret. 

Another reaso n for the rather disappointin g 
share of Caribbean export s benefiting fro m th e 
CBERA i s th e relativel y lo w utilisatio n rate . 
Since some goods could enter the US duty-fre e 
under either th e CBI or the GSP, the statistic s 
cannot separate CBI take up from GSP take up. 
But if we assume that in all cases CBERA duty-
free acces s would hav e bee n chose n ove r GS P 
duty-free access on the grounds that the eligibil-
ity rules favour th e former , the n th e utilisatio n 
rate is 61 per cent (USITC, 1994). 

The reasons for the low utilisation of the CBI 
preferences probably include the rules of origin, 
the failur e t o suppl y a  satisfactory stabl e foo d 
production plan for certain agricultural products, 
ignorance o f th e opportunitie s o n th e par t o f 
exporters or the bureaucrati c hassles associated 
with th e require d custom s pre-clearance . Th e 
relative weight of these and other explanation s 
could usefully be studied with a view to improv-
ing the utilisation rate. 

Normal textil e an d appare l item s ar e no t 
included i n the CBERA scheme. However, th e 
Caribbean countries enjoy special preferences in 
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respect of textile and clothing exports under H S 
9802-00-60 an d 9802-00-8 0 (previousl y 806.3 0 
and 807A). Under thes e tarif f heads , metal arti -
cles mad e o f U S metal s an d article s o f appare l 
which hav e bee n mad e ou t o f textile s forme d 
and wove n i n th e Unite d State s ar e subjec t t o 
duty onl y o n th e valu e adde d outsid e th e US . 
Only i n th e cas e o f appare l i s thi s derogatio n 
used substantiall y and , i n tha t sector , i t i s o f 
strategic significanc e fo r Jamaica , thoug h 
Trinidad an d Tobag o als o ha s a  Guarantee d 
Access Level (GAL ) agreemen t wit h th e US . 

CBI countries have, since 1986 , been able t o 
initiate bilatera l agreement s wit h th e U S tha t 
will guarantee levels of access for qualifying textil e 
and appare l products . These GAL s ar e separat e 
from th e MF A or other quota s on product s tha t 
have no t bee n assemble d solel y fro m US-mad e 
and US-cut fabrics. Certain 9802-00-80 products, 
notably footwear, handbags and luggage assembled 
from U S components , ar e now eligibl e for duty -
free entr y t o th e U S -  NAFTA-parit y alread y 
applies -  bu t thi s doe s no t includ e th e appare l 
products of most interest to the Commonwealt h 
Caribbean countries, notably Jamaica . 

The shar e o f Jamaica n export s unde r th e 
CBERA ros e u p t o 198 8 bu t ha s bee n falling . 
Jamaica use s th e schem e mainl y fo r export s o f 
ethyl alcohol, sugar, rum, yams, cigars and beer in 
that order . Fo r Jamaica export s o f appare l fro m 
US-formed an d -cu t fabrics ar e more important , 
accounting fo r $29 4 millio n i n 199 3 a s agains t 
$76 million under the CBERA (JCTU , 1994) . 

Under CARIBCAN, th e region enjoys tariff -
free and quota-free entr y to the Canadian marke t 
for mos t manufacture d exports , th e exclusion s 
being similar to those excluded under the CBI II. 

CARICOM and other regiona l trading 
arrangements and policie s 

After independenc e most of the English-speakin g 
islands joined together to form th e Federation of 
the West Indies. The Federation was dissolved i n 
1962 and th e membe r state s moved o n t o inde -
pendence on their own, or in the case of some of 

the smaller islands, to self-government unde r the 
British crown. The appreciation of their common 
cultural heritage and awareness of their commo n 
economic interest s resulted i n the establishmen t 
of a number o f joint enterprise s -  includin g th e 
University o f th e Wes t Indie s an d a  Caribbea n 
Free Trade Area (CARIFTA) . The latter expand-
ed an d deepene d int o a  custom s union , 
CARICOM3. 

The CARICOM countrie s have in principle a 
Common External Tariff (CET ) though there are 
many forma l exception s t o tha t principl e -  fo r 
example th e leas t develope d countrie s (LDCs ) 
are not required to abide by the CET for non-com-
peting product s -  plu s som e whic h ar e 
unsanctioned4. CARICO M ha s mad e a n offe r 
under th e U R formula e whic h wil l reduc e th e 
unweighted averag e CE T t o around 1 3 per cen t 
by 199 8 from abou t 2 0 per cent i n 199 1 (Worl d 
Bank 1994a) . Tariffs will range from zero to 20 per 
cent, with the exceptions of agriculture product s 
at 40 per cent and certain revenue raisers at above 
20 per cent. Agricultural inputs and certain non -
competing input s i n th e OEC S an d Beliz e will 
have zero tariffs. Agro-industry products, apparel, 
non-competing final goods and general manufac -
tures wil l b e rate d a t 2 0 pe r cent , competin g 
intermediate input s at 15 per cent and competing 
primary inputs , competin g capita l good s an d 
selected expor t products at 1 0 per cent . 

The CARICO M countrie s establishe d a 
timetable fo r tarif f reduction s i n advanc e an d 
independently o f it s formalisatio n a s th e U R 
offer. Thes e reductions i n general go beyond th e 
requirements o f th e Urugua y Roun d agreemen t 
in agricultur e an d forme d th e basi s o f th e 
Caribbean countrie s offers i n industria l goods . 

Despite th e objectiv e o f a  CET , th e 
C A R I C O M membe r state s have , sinc e th e 
outset, maintained thei r own NTBs, both licens -
ing arrangement s an d othe r quanti tat iv e 
restrictions, an d publi c secto r monopolies , an d 
supplementary tariff s -  sometime s know n a s 
stamp duties . Considerabl e progres s ha s bee n 
made i n reducin g these , t o som e exten t unde r 
prodding fro m th e Bretto n Wood s institution s 
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Table 6: Shares in total exports by SITC 3-digit category: simple correlation coefficients (a) 

Colombia 

CARICOM 

Colombia Venezuela 

Other Carib. 
Central America 

Mexico 

Canada 

Venezuela 

0.61 

Other Carib. 

0.40 

0.10 

Central America 

0.04 

0.10 

0.17 

Mexico 

0.53 
0.93 

0.04 
0.02 

Canada 

0.11 
0.17 

-0.03 
-0.05 
0.34 

1.00 

% expts. 
(b) 

0.91 
0.89 

0.93 
0.79 
0.64 

0.58 

(a) Base d on 16 most importan t export s at 3-digi t SIT C level of each countr y 
(b) pe r centage share of exports used in calculation s 

through th e structura l adjustmen t programme s 
which the y hav e encourage d acros s th e region . 
Guyana, Jamaica and Trinidad and Tobago have 
largely eliminate d thei r NTB s an d foreig n 
exchange licensin g requirements . 

In most Commonwealth Caribbean countries, 
NTBs ar e stil l common . Th e Worl d Ban k ha s 
identified 4 3 i n Barbados , 2 6 i n Beliz e an d sig -
nificant numbers in the OECS (from which othe r 
OECS members , bu t no t CARICO M member s 
per se , ma y b e exempt ) (Worl d Ban k 1994a) . 
Barbados, Beliz e an d th e OEC S countrie s stil l 
use marketin g board s wit h impor t monopolies , 
often fo r foodstuffs . I n Dominic a an d Grenad a 
the profits from these are used to subsidise exports 
or export-related activitie s (World Bank 1994a) . 
The CARICO M itsel f ha s organise d a n NT B 
system -  th e Oil s an d Fat s Agreemen t (OFA) . 
This require s th e countrie s i n defici t i n thes e 
products, Barbados , Jamaic a an d Trinida d an d 
Tobago, to buy them from th e surplus countries , 
i.e. the eastern Caribbean states, at prices signif-
icantly above world levels. Clearly, most of these 
NTBs and export subsidies are inconsistent wit h 
the U R Fina l Ac t an d wil l gradually hav e t o b e 
phased out . 

The decline in the share of intra-CARICO M 
trade i s associated wit h th e serie s o f economi c 
crises, and policy responses, which have damaged 
the impor t capacit y o f th e large r states . Intra -
CARICOM trad e largel y too k th e for m o f 
bilateral links between the smaller and the large r 
islands, rathe r tha n amon g th e forme r o r th e 

latter. Thes e link s wer e damage d b y externa l 
balance crises and austerity measures in Jamaica, 
Guyana, Barbado s an d Trinida d an d Tobago . 
There have been some other specific trade policy-
related factors , suc h a s th e ric e shippe d t o 
Jamaica unde r PL480 , whic h subsidise s U S 
export sale s of agricultura l surpluses , edging ou t 
rice import s from Guyana . 

With recover y an d economic stabilisation i n 
the larger Commonwealth Caribbea n countries , 
one would have expected some recovery in intra -
CARICOM trad e bu t a t leas t b y 1992 , a s a 
proportion of total trade, it was still well down on 
1982 levels. There i s perhaps an unwillingness t o 
make th e effor t t o buil d u p intra-CARICO M 
trading link s whe n th e OEC D market s ar e i n 
general more predictable . 

The agreemen t wit h Venezuel a provide s fo r 
tariff-free entr y o f a  range o f CARICOM prod -
ucts into Venezuela for a period of five years. The 
arrangement establishe s one-wa y tarif f prefer -
ences. T h e arrangemen t wit h Colombi a i s 
broadly simila r bu t include s som e of reciprocit y 
- whic h i s a t varianc e wit h th e Lom é 
Convention which states that no country shoul d 
have acces s to ACP market s preferential t o tha t 
of th e EU , a n issu e which ha s no t s o far appar -
ently le d to any reaction o n th e EU's part . 

The shar e o f CARICO M export s goin g t o 
Venezuela an d Colombi a i n 199 0 wa s 1. 2 pe r 
cent. I f the share s going to the non-CARICO M 
islands an d Centra l America n countrie s ar e 
added, i t would reac h a  total Caribbea n marke t 
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of about 23 per cent5. In terms of share, this is sig-
nificant. Th e questio n i s whethe r th e 
development o f this trade through the establish -
ment o f a  customs union , th e harmonisatio n o f 
standards and other measures to reduce non-tarif f 
barriers, in conjunction wit h continue d partici -
pation i n the Lom é Convention , ca n ad d u p t o 
a viable alternative t o membership o f NAFTA. 

For a  custom s unio n t o b e justifie d o n eco -
nomic welfare grounds, it must create trade rather 
than diver t i t to other member states. Trade cre-
ation require s that ther e be complementarity i n 
exports, or potential exports, among the membe r 
states. Tabl e 6  give s conventiona l correlatio n 
coefficients o f trade shares among several groups, 
the large r CARICO M countries , th e majo r 
Caribbean exporter s outsid e CARICO M 
(Colombia an d Venezuela ) wit h whic h 
CARICOM ha s alread y reache d preferentia l 
trade agreements , th e countrie s o f Centra l 
America, whic h woul d b e eligibl e fo r member -
ship o f a n A C S tradin g bloc , Mexic o an d 
Canada, th e ne w privilege d competitor s o n th e 
US market , an d th e othe r Caribbea n countries . 
The las t grou p i s dominate d b y Cuba , th e 
Dominican Republic , Haiti, French Guiana an d 
the Netherlands Antilles . Neither th e Bahama s 
nor the Windward Islands (Antigua and Barbuda , 
St. Kitt s an d Nevis , St . Lucia , St . Vincen t an d 
the Grenadines) wer e included . 

Appendix Table 5 gives rank correlation coef-
ficients. Th e result s suppor t th e vie w tha t 
CARICOM's export s overla p substantiall y wit h 
those o f the othe r Caribbean countries , t o som e 
extent with those of Colombia and Venezuela, less 
with the exports of Mexico and Central Americ a 
and, no t surprisingly , leas t o f al l wit h Canada . 
The correlation coefficient betwee n CARICO M 
and Centra l America n export s would be higher , 
because o f banan a exports , i f th e Windwar d 
Islands had been include d i n the analysis . 

These result s largel y confor m wit h expecta -
tions, a s d o som e o f th e individua l countr y 
correlations. However, with the weight of cloth-
ing and bauxite/alumina i n Jamaica's exports it is 

surprising tha t it s export structur e doe s not cor -
relate mor e highly with tha t o f Mexico. Indeed , 
overall, these result s suggest tha t Canad a ha s as 
much t o fear from Mexica n competitio n o n th e 
US marke t a s hav e th e CARICO M countries , 
while th e non-CARICOM Caribbea n ha s more 
to fear than either. The Bahamas are clearly com-
peting with Mexico as regards oil products . 

As regards the formatio n o f an AC S tradin g 
bloc, the results are not very encouraging. Ther e 
is clearly considerable overlap in the expor t mi x 
of CARICOM, Venezuela and Colombia and th e 
non-CARICOM Caribbean . This i s not surpris -
ing. Th e expor t mi x o f th e Centra l America n 
countries generall y show s les s overlap . Finall y 
the figure s sugges t som e complementarit y 
between Centra l America , Colombi a an d 
Venezuela, Mexic o an d Canada . Neithe r o f th e 
Caribbean group s fits in very easily . 

Calculations o f similarity i n export structur e 
tend t o rais e mor e question s tha n the y answer . 
Apart fro m al l th e technica l problem s o f th e 
appropriate degre e o f disaggregatio n an d th e 
optimal correlation statistic , trade liberalisatio n 
and trad e preference s generat e change s i n spe -
cialisation. Th e expor t structur e o f developin g 
countries i s particularl y fluid.  Wha t ha s hap -
pened in the past is mainly relevant as a guide to 
the potentia l fo r change i n the future . 

A commo n se t o f natura l resources , simila r 
shortages o f skills and manageria l expertise , ar e 
unfavourable factor s fo r th e establishmen t o f a 
trading bloc. The many experiments with region-
al blocs in Sub-Saharan Africa have consistentl y 
disappointed. Ye t i n man y o f th e Caribbea n 
countries industrialisatio n i s taking place . Tha t 
may b e th e ke y t o a  differentiate d expor t mi x 
among member states which i s one condition fo r 
a successful customs union (or , more generally, for 
a successfu l free-trad e area) . Th e othe r condi -
tion i s tha t trad e creatio n outweig h trad e 
diversion. There can be no overall gain in welfare 
if the negativ e effect s o f import s being diverte d 
from a  lower cos t supplie r t o a  higher cos t sup -
plier outweigh th e gains from trad e creation . 
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