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THE CARIBBEAN AND HEMISPHERIC FREE TRADE
by Richard L. Bernal”
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would be the institetions! and regulatory framework for
trade lberalization. The difficulties experienced in the Urue
gua‘g ‘?{%nd negotiations indicate that this round could end in a
partial resolution. There ix the distinet possibility that the disinte
gration of GATT negotiations could provoke a proliferation of bilat-
eral trade arrangements, and intensify the fendency to form trade
blocks ® and regional trade arrangements which raise protectionist
barriers to exports from other groups and countries

Against this background, the severe sconomic crisis of Larin
America and the Caribbean during the 19%0s compelled 3 re-exami-
nation of economic policy. The region responded to the economic
f&gmumﬁ with reorientation of economic pelicies to forus on eco
nomic reform, stabilization, and structural adjustment in an at-
tempt to initiate & privatesector led, market-driven, ouiward-look-
ing growth strategy. An important aspect of this for most Latin
American countries and many Central American apd Caribbean
countries has been a substantial reduetion in tariffs and the remov-
ai of quantitative trade restrictions.

In recent v@arg, Latin America and the Caribbean have assumed
increased importance as export markets. The region accounts for
d ¢ ‘r:t of 1.5 exports, * but this is *'ﬁ"oev than exports o
te the rewly industrialized countries (NICs) of Eaet
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There has been a resurgence of interest in regional trade liberal
iyation, regional integration, and cooperation. This momentum ad
rually preceded the Enterprise for the Americas initiative (BAID, af
though the Enterprise complimented and may have accelerated
this process. ®* On March 26, 1991 the presidents of Argentina.
Brazil, Paraguay and Uruguay signed the Treaty of Astncion,
which has as iis goal the establishment of a Southern Cormmon
Market (MERCOSUR) by December 1994, These countries have al-
ready reduced tariffs on trade among themselves, and are discuss
ing the establishment of a common external tariff (CET)L The
Andean Commeoen Market Pact was signed by Bolivia, Columbia, Eo
uador, Peru, and Venezuela in May 1991 Subsequently, a number
of measures have been taken to eliminate restrictions and fo stand-
ardize various regulations. Within the framework of the Andean
Pact, Columbia and Venezuela signed a partizl free trade agree
ment (FTA} covering 6,000 goods and which came into effect on
Rebruary 6, 1992, The group has nledged to establish a common ag-
rieultural policy and to harmonize exchange and fiseal policies.

Hxisting regional integration schemes such as the Caribbean

: arket (CARICOM) and the Centrsl American Common

\OM) have regained momentum. The CACM was origi-
1 361, and by 1988, nearly 95 percent of trade
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the p f‘@;‘gi noof ag emenis. Numerous bilateral agreements
nave been inttiated and are in various stages of r;e;;ge-iiatigzﬁ and im-
plementation, eg, the Uolombias Venezuela FTA and the Mexico/
Chile FTA. The overlapping legal frameworks could very well in-

hibit trade, as they compiicate the conduct of trade and confuse
traders. 7
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The US. economy has had a persistent trade deficit, and t}
a growing percepiion that protectionism and unfair trade
by dapan and other trading partners have heen a prine
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trade agreements commencing with NAFTA Sz%{:c@ss{ingzg agree
‘pents would devend on the readiness of countries. The &r;z;ed
States has repeatedly stated that it sees the processg of creating
hemispheric free trade as taking many years, at leas 2 decade and
probably longer, 1 recognizing ihat trade on & f:@my%_eteiy recipro
cal basie cannot be achieved within a short time-frame. In May
1692, President Bush indicated that an BTA with Chile would
follow the completion of NAFTA. °° )

2 Promotion of private investment ¢ by: a} the creation of an
imvestment sector loan program within the Eniefq@meﬁqas Devel-
srment Bank to provide resources to support privatization efforts

& to create an environment which promotes increased sntrepre-
. ,

= AT e

e creation of a Mualtilateral Investment Fund of
. 1042 and 1698, The fund
istance 1o support privat
and business infrastruc-
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pitalized

stock of external debt by reducing debt owed
jy For conces-
e debt stock

iy &

yment. This involves two strategies:
sianal and P.L. 480, or food aid loans, a portion of ¢
will he reduced with interest on the remaining ports : ]
locel currency. interest payments : 4 environmential projects.
55 The debt owed to the US Bxportl 4
medity Credit Corporation will be reduced through
debt on the secondary market
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of resources, and lack of econumies of

eapital § . hoth foreign investment
ard joans cono 17 are concenirated on the
iinited States, Over B percent he region's trade is with the
United States. Caribbean exports to the United States amounted to

5 ¢ Arsbassador Julus Katy, Deputy U8 Trade Hepr sontative before the Com
mittee an Finance, U5, Senate, April 24, 1951, 5. & )

05 The White House, Statement by Press Secretary. May 13, 188

L6 Werld Bank, World Development Hepore 1990, i o .

3 118, Library of Congress, Congressional Hesearch Bervice. The Cnribbean: A Primer on the
Region s Independent Natiens. Washington, CRS Heport 96-245F, September 14, [ L S

b Warld Bunk. World Development Report 1850,

2£4.8 billion in 1990, having grown by 24 percent since 1987 %% Ex-
ports from the United States to the region grew even more rapidly,
by 33 percent between 1987 and 1096, when the total reached 35.6
billion. This level of exports provides an estimated 110,000 trade re-
lated jobe in the U.S. economy. 2° This makes the Caribbean one of
the few regions where the United States has a favorable trade bal-
ance, and one which has grown steadily, as exporis have in-
creased. 2t Canada is the region’s second most important trade
partner; the region imported U.S.$1.9 billion from Canada in 1530
and total exports amounted to U.S31.1 billion. *2

Most of the region’s exports enter the United States, Canada,
and the BEC under the respective preferential arrangements of the
Caribbean Basin Initiative (CBI, CARIBCAN, and the Lome Con-
vention. This means that many of the exports from the region have
not faced competition in the global market place, and for some
leading exports, like sugar, bananas, and garments, prices may be
ancompetitive. This is particularly true in the CARICOM coun-
tries, which have always exported within prefervential trade ar-
rangements, starting during the colonial period when they were
confined to the British market by mercantilist restrictions. Upon
independence in the 1960s, most exports continued to have prefer-
ential access to the British market and to the EC under succeeding
Lome Cornventions. In 1984, the United States extended preferen-
tizl market access under the Caribbean Basin Econoemic Hecovery
Act (CBERA), the centerpiece of the CBI. This provides duty-free
entry into the United States for nearly all products from eligible
countries. Several items, however, which account for a significant
percentage of U.S. imports from CBERA-eligible countries, are ex-
cluded from the program. These items include most textiles and ap-
parel, canned tuna, petroleum and petroleum products, most foot-
wear, handbags, luggage, gloves, leather wearing apparel, and
watches and watch parts of Communist country origin. Canada’s
CARIBCAN and the ECs Lome convention arrangement provide
one-way market access for exports from the CARICOM countries.

The adjustment to the removal of preferential treatment for ex-
norte would be severe on Caribbean economies, particularly the
English-speaking countries which have been the beneficiaries of
such arrangements for over three-hundred years. The dislocation
would be compounded because free trade would alsc have a dra-
matic impact on producers for the national market, especially the
manufacturing sector, which developed behind high levels of pro-
tectionism. The manufacturing sector has been insulated from ex-
posure to competition from imports as a deliberate strategy of nur-
turing import-substitution industrialization by protectionism.

19118 Yniernsiional Trade Commission. Anrual Report on the Impact of the Caribbeen Basin
‘o Rezsovery Act en .8 Indusiries and Consumers: Sixth Report 1390 Washington, Sep-

temnber 1831

25 Oglculations are based on the assumption that every 81 hillien of U8 exports supporie
20,14 joba. Assumption based on testimony of Ambasssdor Caria A IHils, United States Trade
Representative before the Trade Subcommitiee of the Commities on Ways and Means, US
Huouse of Representatives, Washington, May 14, 1888, p. 2.

2 Althongh small in amount, exports to the Caribbean ore imporisnt to US SEGIINIT
grewth as total U5, exports are estimated to have accounted for over 40 percent of US. eoonom-
ic growih since 1986 Seer US. Department of Commerce. North American Free Trads Agree-
ment: Generoiing Jobe for Americans. May P81 p. &

22 Btatistios Cerada, International Trade Division.
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The Uaribbean’s movement towards free trade reguires a change
in the entire historical basis and structure on which production
and frade have been conducted. The profound adjustment has tweo
elements: 1) liberalization of the trade regime governing imporis;
and 2) internal economic reform and structural adjustment to
create & genuine market economy. This process has been going on
since the late 1970s in countries like Jamaica, Guyana, Trinidad
and Tobago, and the Dominican Republic. These countries have im-
plemented a series of International Monetary Fund (IMF) stabiliza.
tion programs and World Bank adjustment programs to increase
growth, reduce the balance of payments deficit, and contro} infla-
tion, The liberalization of frade regimes has varied throughout the
region, but is well-advanced in Jamaica, the Dominican Hepublic,
and Costa Rica, But the imminence of the NAFTA and the concom-
itant erosion of benefits of the CBI confront the Caribbean with the
need fo accelerate the completion of the adjustiment process in
preparation for competition in the global marketplace without the
advaniages of preferential treatment for their exports.

The question which immediately confronts the Caribbean coun-
tries is whether they want to move guickly towards free trade by
sarticipating in the NAFTA, or whether they will wage a rear-
guard action 1o preserve preferential trade arrangements. They
rmust decide quickly whether they want fo meet the criteria fo
gualify for pariicipation in NAFTA and the EAL There has to be a
deiailed process, weighing the costs and benefits, to determine
whether more costs are associated with participating than with
staving ouiside of the process. Given that the EAI encompasses
trade in services, investmeni, and intellsctusl property rights,
meeting the eligibility criteria impiies a particular growth strategy
which not all governments in the region are ai the moment in-
clined to pursue. This strategy s an cutward-fosking, private-sector
led, market-driven growth strategy which involves privatization
and Hberalization. Governmenis should pursue this type of growth
strategy only out of conviction neot out of expediency.

Can Caribbean economies meet the eligibility criteria in their en-
tirety in the foreseeable future? This will he especially difficult
gquestion for the micro-states of the Eastern Caribbean o rescive,
and may require & much mors extended adjustment period than
the more develeped economies of the region.

To be considered an ascceptable partner for the regotiation of a
free-trade agreement with the United States, the following criteria
have been outlined by the Bush Administration: #°

1} elimsination of tariffe on substantially all the trade hetween
the parties io the agreement. {This would include trade from all
other countries alreadv included in the customs union.h 2) phase-
out of non-tartff barriers; % inclusion of services in the agreement;
4) provigion for standards for the freatment of investments, guar-
antesing the principle of national treatment of investors. (There
should be neo inclusion of “‘trade-distorting performance reguire-

27 Ka wlivs p. 7, and U.B. House of Hepresentatis

. Wazhington, Fnterprive for the Ameri.
February 19, 1591,

cas Inzfiative Aci of 1881, LR 864, 1{2nd Cong.. Ist Sess.,

BECINE UL oE pEL 01 IDVESTOrS.); ) Inciusion of a dispuls seitie-
ment mechanism; 6) assurance of the protection of infellectua!
property rights; 7) inclusion of special provisions, if necessary, to
handle trade in and access to natural resources and natural re
source-based products; & inclusion of a variety of operational, tech-
nical, and security provisions such as rules of origin and public
health safety exceptions and safeguards; 9) monitoring of govern-
ment actions that could undermine the basis of the agreement,
such as provisions covering subsidies, state trading, trade restraints
Justified on balance-of-payment grounds, and the use of foreign ex-
change restrictions and controls: 10) a stable macroeconomic envi-
ronment and market-oriented policies as certified by the IMF,
World Bank, and Inter-American Development Bank; 11) displayed
comrmitment by these countries to & multilateral trading system,
assessed by the extent te which their positions concur with those of
the VUnited States in the GATT Round of Negotiations.

Whether the Caribbean economies are able to take advantiage of
access 1o the larger hemispheric market to expand exports depends
not only an the policies of governments, but on the readiness and
ability of the private sector to compete effectively. Even where Car-
ibbean economies have a comparative advantage it could, as in the
past, be offset by the lack of a competitive advantage by locally
owned firms. The expansion of exports will depend on a combina.
tion of both comparative and competitive advaniages. The state of
preparedness varies considerably, reflecting economic and paycho-
togical factors. In the larger, more advanced economies, e.g. the Do-
minican Republic, Jamaica, Trinidad, and o a lesser extent Barba-
dos, some firms and financial institutions have become Caribbean
mulitinationals or are branching into the United States, Britain,
and Cuba; and there are entrepreneurs whose horizons are hermi-
spheric and even global. In fact, it is the outgrowth of the national
market and the process of corporate integration which, like in the
EC, is driving the resurgence of regiona! trade liberalization, in-
cluding that of CARICOM. In the micro-economies, the private-
sector firms are economic minutiae, family-owned and managed,
and almost wholly and profitably confined to commerce rather
than production, except in the traditional agricultural exports such
as bananas. Even a trans-island merger movement would not make
them viable, but there is no reason why they cannot be worthwhile
jomt-venture partners with foreign investors. Apart from infra-
structure, all other inputs including technology can be purchased.
The difﬁéﬁiié@ﬁ are not insurmountable, but there must be both a
recognition and a willingness to compete. Like every process of ad-
justment, this begins with a change of mind, cutlook, and attitude.

THE Compariminiry oF OVERLAPPING TRADE ARRANGEMENTS

The movement toward free trade in the hemisphere raises nu-
merous questions concerning the compatibility of overlapping trade
arrangements:

L) What is the compatibility of NAFTA and the EAI with exist-
ing trade arrangements such as the Lome Convention and CARIB-
CAN? For example, in accordance with Article 174 [(Za)] of the
Lome Convention, “African, Caribbean and Pacific (ACP) States . ..




shall grant 1o the [European] Commumity trealment no lesg avor-
able than most-favored-nation treatment.”” 2¢ This means that any
trade concession extended fo the United States by CARICOM must
alsc be extended to the EC.

91 What is the compatibility of NAFTA and the EAl with CARL-
COM? Does CARICOM's CET conflict with the requirements of the
EAI? CARICOM’s CET has been perceived by some in the U8, gov-
ernment as protectionist and not compatible with hemispheric-
trade liberalization. ?° Similar questions also would confront the
Central American Commmon Market.

3) What is the future of the CBI? Is it to be superseded by
NAFTA and eventually the EAI? Will it be upgraded to give simi-
lar provisions or will it remain as is? Within the long-term vision
of & hemispheric free-trade area, CBI benefits will naturally be
lost. In the shortterm, it is still to be determined how the CBI will

operate alongside the EAL
IMPLICATIONS OF DELAYVED ENTRY 70 NAFTA/WHFTA

It iz unclear what the seguencing will be in the creation of a
hemispheric free trade area. There are two alternative scenarios.
One scenario is the creation of NAFTA first, with countries later
negotiating free trade agreements with the NAFTA countries.
However, there are no clear criteria indicating the sequence of
steps, the ordering of countries, or the schedule There is a growing
worry that securing a free trade agreement with, or loining
NAFTA, is going to be difficult because the “Big Three” may lose
interest in further expansion, or may want te wait for a period in
order to evaluate NAFTA’s progress. *% Moreover, expansion may
face political obstacles; since existing U.B. trade law prevents the
extension of FTA henefits to third countries, it will be necessary
for the U8, Congress to renew ‘“fast track” authority for agree-
ments subsequent to the NAFTA. 27 This uncertainty has spawned
a “hub and spoke” development, with Mexico as the central node
of catenation. Conseguently, there is now a diplomatic stampede to
stiate, even in principle, a2 FTA with Mexico to get into NAFTA
through the “back door.” This jockeving could become unsavory
and might be detrimental to the spirit of regional cooperation in-
tended by the EAL

& se

cond scenario, one frequently mooted, is that NAFTA would
iite the core of the BAI with expansion by “docking” or Tae
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application for accession would have to be submitted to the process
of congressional approval. For the sake of order and equity, it
would be necessary to establish and enunciate a clear set of criteria
for eligibility into NAFTA,

It has been suggested that the United States should not wait
until the NAFTA has been ratified by Congress before starting ne-
gotiations with the other countries which are ready. 2® The United
States has stated that it simply does not have the resources to ne-
gotiate simultanecusly with all or several countries. This is diffi-
cult to understand given the size of the buresucracy and the large
fiscal budget. In fact, it might be relatively easy to negotiate free
trade with CBI countries since the program already embodios sub-
stantial unrestricied eniry to the U5, market.

While the question of when to participate depends on the United
States and the outcome of the NAFTA negotiations, Caribbean gov-
ernmenis must decide whether {o seek to participate immediately
or whether to delay participation until later. If they wait, there are
cogts involved. For example, if there is a lag in creating a “level
vlaving field,” like Mexico getting free eniry for cevtain products
that are now restricted under CEI 1], then there will be: a) frade
diversion, reduced Bl exports to the United States because of rela-
tively higher tariffs or barriers than Mexican exports; b diversion
of inpestment and associoted technology from the ( to
Mexico as ors opt o instali new productive ity iy
Moexico and existing industries in the Caribbean, like the garment
industry, seek to ralocate.

Should the Caribbean proceed ag individual countries
there be collective participation? If collective particip
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continued to maintain that there can be po accommodation of difs
ferent levels of development in a “mature relationship.” Some
fiexibility will be necessary since any regional arrangement aimed
at integration and/or trade liberalization must accommodate devel-
spment heterogeneity, at least initially, including different levels
of development, coexistence of a variety of growth strategies. and
structural adjustment at varying stages of completion. Indeed, this
development heterogeneity is recognized and reflected in CARL
COM and the EC, and was conceded by the United States when it
granted developing-country status to Israel in the U.b.Israel FTA.

If the NAFTA and the EAI are to be consistent with the GATT,
as several senior officialz of the Bush Administration have stated,
then the principle of “differential and more favorable treatment
for developing countries” will have to be explicitly recognized as it
iz in the GATT. 29 Article VI notes the special characteristics and
importance of trade of developing countries and the need to pro-
mote growth and facilitate diversification; paragraph & states: “The
developed contracting parties {countries) do not expect reciprocity
for commitments made by them in frade negotiations to reduce or
remove tariffs and other barriers to the trade of less developed con-
tracting parties (countries)” 29

Reciprocity can have a range of connotations that cannot be re-
duced 1o equivalence, but which can consist of conditional or modi-
fied “most favored nation” trestment. Asymmetrical adjustment is
one way to recognize and compensate for differences in the levels
of development The notion of differential treatment is deeply en-
svenched in the smaller, less developed countries which receive
longer adjustment perieds even within CARICOM. it will be diffi-
cult to disabuse these countries of this tenet of thelr philosophy of
development, but there can be little opposition to the concept of
phasing cut differences in obligations over a long perioca, perhaps
20 years. Clearly, it would be difficult at the outset of an FTA to
enshrine special and differential treatment in perpetuity. Instead,
there should be specific criteria for graduation fo nondiscrimina-
tory status In practice, the United States has espoused “gradua-
tion' by diggualifying ceriain advanced developing countr ;
=d Systern of Preferences. ®
procity be complete and asymmetrical or pa
relgtive, and should it commence immedistely or be phased
a period of vears? The Caribbean’s apprehension of immedi
complete reciprocity derives less from the inability i
policy measur
sconomic costs of struciural adiust
cause in 3
sgurce allo
PESORTEe OF

e ™%

and institutional changes than from U

ent. This ig a val
¢ economies, struciural adjustment un
tion, from extinct {o emerging or growing
ation, for the instaliztion of

f g

awr A, Diferen
wrid Trody La
cle BEEYI the d
axtent possible

¥ commitis
priority. See:

The World Trading §

s Faveet and Poliey of Iniernational
wnbrides, Mass, MIT Press, 18 6

TEL

Ei"’:"tf& Lapmiicy. Liere nee o SHILUE CRBBLMULLLIEN LNVISVEDR D UNProving
lity, guantity, and price in order to survive and compete in the
rast nemzsgﬁzeﬁc markel, with a range of compstitors including
me of the giant, multinationsl corporations, whose nsseis and
sales dwarf the GDP of the combined Caribbean countries. Daunt-
ing as this appesrs. it can be accomplished because the fmgmeﬁﬁa-
tion of the production process into smaller, discrete procesges pro-
vides opportunities, and there are specialized niches in the interna-
tional divigion of labor which can be filled by relatively small-scale
Cperations. i '

AnsvesrmeEnt Prriop

The period of adjusiment is critical and can be general, sectional,
or product specific. Product or sector specific adjustment periods, if
sufficiently long, would allow these small, “undiversified” econc-
mies to implement orderly economic reorganization. Caribbean
fears may be exaggerated, si some areas in the US-Canada
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. already has certain competitive advan-
tages: al lower transporiation cosis; bl lower wages than most Car
ibhean countries; ) cheap energy; and 4) a market size which can
ield economiss of scale that Caribbean economies would find &iffy
t to realive. Location would give Mexico an advantage in ths
Westarn and Southwestern Uniled States, while the Caribbean
should be able to compete in the South and the east coast of the
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IHVEBTMENT FOR EXPORT REPANSION

Incressed debt relief will be necessary if trade is to be stimujat-
ed. Commercial bank debt, which is obviously a major concern for
the region, has not been addressed in a new or substantive way.
Passing reference is made fo encouraging the application of the
Brady guidelines and is a reflection that U.S. banks are not as ex-
posed to Latin American debt as they were a few vears ago.

Some form of aid will be necessary to strengthen physical and
social infrastructure that would allow these countries to support
and harness private secior entrepreneurial energy and to take ad-
vantage of whatever export opportunities might open up. Trade lib-
eralization and debt relief are not substitutes for development as-
sistance, but are complementary because an efficient and expand-
ing private sector requires a competent public sector. Extra de-
mands will be placed on the public sector due fo resource realloca-
tion that is inherent in a process of adjustment. To effectively sup-
port the revamping and improvement in private sector activity, the
public sector will have to be transformed and reoriented. This will
necessitate additional resources at the verv time when liberaliza-
tion of the trade regime may engender shorit-term dislocation in
revenus-raising capacity. This is a particular anxiety in the micro-
economies of the Eastern Caribbean where fiscal revenue is based
largely on import duties. Reduced tariffs and lmport duties would
cause the expenditure capacity of the government to be truncated
by the erosion of the traditional tax base, and this would reguire
an overhaul of tax administration.

Development capital (venture capital, equity invesiment funds,
Section 936 funds) is needed to create new productive capacity and
export production. There is now a paucity of private-capital inflows
to the Caribbean aszsociated with the reconstruction of East Germa-
ny and Kowsait, the use of significant rescurces to assist the Soviet
Union and Eastern Europe, and the United States having ifs own
economic difficulties. In this sort of capital shortage, where savings
as & proporiion of GNP decreased in both the industrialized and de-
veloping countries during the 19%0s, there iz a need fo create a
cotaponent which provides venture capital, eguity investment, and
development bank financing. One possibility is the restoration of
Overseas Private Investment Corporation (OPIC) guarantees for
projects funded by Section 938 funds. This guestion is critical be-
cause the problem is not just resource allocation for efficiency, but
the need to create new economic capacity and therefore a need for
resource creation to enable these countries to take advantage of
the trade opportunities.

Since 1984, 789 companies have invested 32 2 billion in CBI desig-
nated countries employing 142,016 full-time jobs and generating
$1.3 billion annually in foreign exchange earnings. %' Costa Rica,
Guatemala, Panama, El Salvador, and the Dominican Republic at-
tracted two-thirds of the companies and accounted for 92 percent of
fereign-exchange earnings, 87 percent of fulltime employment, and

ss Development Center,

41 R Department of Commerce, Latin America/Caribbean Dus
hington, February 1931

Caribbean Basin Division. /290 Caribbean Basin Investment Surver,
p 7.




5. %% For these countries, the main reaws
for mmvesting were access to the U8B market under the CBL b
country invesirent incentives, and the cost of labor. There .
need for the United States to establish investment incentives that
would ephance the region’s ability to attract more private capitil,
even if Caribbean economies succeed in establishing the macroeco-
nomic climate to maximize domestic investment and recapture cagp-
ital flight. The need to assist the market-induced investment flows
derives from the irend towards increasing concentration of foreign
investment among the indusirialized countries and the paucity of
foreign: investment in the Caribbean. The U.S. economic recession,
following the adverse impact of the Gulf War on tourism, has been
a further dampener to the region's economy. The need for invest.
ment mncentives is urgent fo encourage greater use of loans from
the Section 938 funds. *°

ACTION AGENDA

Whether the world economy moves towards the liberalization of
trade or the formation of trading blocs, the Caribbean cannot count
on the continuation of existing preferential irade arrangements.
The Caribbean must recognize that the developed countries no
longer feel obliged to provide preferential frade arrangements and
aid to 2 region of economies with minute markets, no indispensable
raw materials, and limited strategic importance. The region must
be prepared to adapt to the elimination or eresion of preferential
trade regimes {e.g., the extension of CBl-type trade benefits to the
Andean countries with the passage of the Andean Trade Prefer
ence Act approved on November 25, 1991, and the proposed exten-
sion of benefite of the Lome Convention to Central America and
perhaps to the rest of the developing world), The Caribbean must
prepare a strategy for its survival and development in the new
worid economic and political context. Therefore the Caribbean
st

1) Formulate a growth-promoting adjusiment sirategy fo enable
Caribbean economies to survive in 3 global economy which is un-
dergoing rapid and profound changes, including those represented
by the EAL

2 Undertake an economic svaluation of the costs and bensfits of
participation in, or omission from, hemispheric fres trade. The
compiete and careful analysis of all aspects of the EAL the terms
and conditions of participation, and its bmplications for the immedi-
ate and longrun future, s a prereguisife for arriving at decisions
of such paramount impeortance and the estaplishment of objectives.

31 If the decision is to participate, then the Caribbean must
decide what kind of EAI it wanis or needs and ensure, as far as
possible, that the BAI is compatible with existing trade agreements
such as CARICOM, the Lome Convention, and CARIBCAN.

Basin Initiative Begion
. Litvary of Congress, Con-
i+ Background and Isues

‘the Caribbean must not be s passive participant but must be
active in shaping the EAL The Caribbean must seize the opportuni-
ty afforded by the unique nature of the 1.8 political process and
the consultative institutional mechanism of the trade and invest.
ment framework agreement with the United States to shape the
EAI before it is written on tablets of stone. It is incumbent on Car-
ibbean governments to become active participants in the political
process of shaping the EAI by their lobbying efforts and diplomatic
mitiatives in the United States to help shape the outcome of the
Enterprise. This could most effectively be done by collective action
on the basis of the wider Caribbean, that is, the traditional Carib-
bean together with Central America. It is possible for small, val
nerable economies, which are a particular genre of economy with
their own peculiar constraints and specific development problems
to argue successfully to receive special consideration and even pri—’
ority treatment. Time is short; the Caribbean must act now to con-
vert the Enterprise for the Americas initiative, into an Enterprise
of the Americas Initiative.




