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Foreword 

For many Americans the Caribbean is either a vacation destination or a region of casual policy concern. Yet 
the area has fostered some of the most spectacular episodes in modern U.S. foreign policy: the Cuban missile 
crisis, the Dominican crisis of 1965, the debate over the Panama Canal treaties, refugee flows from Cuba and 
Haiti, the U.S. invasion of Grenada in 1983 and the occupation of Haiti in 1994, the passage of the Caribbean 
Basin Initiative (CBI), and, in its broader regional context, other crises in Central America throughout the 
1980s. The Caribbean is an important and permanent feature on the U.S. foreign policy agenda.   

The difficulties that faced both the Caribbean and Latin America in the 1990s have produced a regional 
consensus that serves the hemisphere well. A remarkable community of opinion now exists in favor of liberal 
economic reform, a deepening of representative democracy, and a surge of regional self-confidence.  

Today, U.S. objectives in the Caribbean are to achieve democratic governance, economic growth, and 
social justice. But does the post-cold war era presage a declining significance for the Caribbean? Is the 
region assuming lesser priority? These fundamental questions are addressed in this CSIS Report, which 
underscores the ability of Caribbean leaders to be proactive rather than respond to external events. The 
report emphasizes the importance of the hemispheric trade agenda and also examines some realistic strategies 
for coping with Cuba's inevitable opening.  

Most commendably, the report points out that the importance of the U.S. relationship demands that 
Caribbean nations invest the effort required to make the relationship work for them. I wholeheartedly endorse 
this. My years in the U.S. Congress representing south Florida gave me an appreciation of our unique cultural 
and business interactions with the Caribbean. These lead me to believe the region has the ingenuity and 
resources to meet the demands of the 21st century. I am therefore pleased to see a major U.S. public policy 
research institution take on the task of focusing constructive attention on the future of the U.S.-Caribbean 
relationship. This report renders an invaluable service.  
 

Dante Fascell 
 Senior Advisor, CSIS 
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Preface  

This CSIS Report builds on a quarter century of the Center's interest in hemispheric affairs, particularly in 
U.S.-Caribbean relations. Beginning with a report on the Dominican crisis in 1965, CSIS published several 
studies in the 1970s on Cuba and regional security, and, in the 1980s, produced two books on Cuba and several 
election reports.1 In 1989, the Center established research priorities for the 1990s, from which this report on 
the future of U.S.-Caribbean relations has resulted; three companion volumes focus specific attention on Cuba 
and Haiti.2

Under the aegis of the project's policy and research group, CSIS held meetings beginning in 1990 for 
which it commissioned research papers. Several of these papers appear in a modified form in this report, 
which is not intended to be a consensus document. The overview outlines the major themes and conclusions of 
this report. Chapters one and two analyze the regional agenda from Caribbean and U.S. perspectives. The third 
and fourth chapters address the key themes of economics, trade, and integration. The last chapter of the 
report devotes attention to the likely policy priorities for U.S.-Caribbean relations in the 21st century. 

This has been a complex undertaking, and the final product is the result of sustained interest and 
hard work. Four conferences were held under the aegis of this project. As project director, I owe a great 
deal of gratitude to each participant. The continued interest of the project's policy and research group was 
rewarding. I would like to emphasize the contributions made to this project by Anthony Bryan, Lloyd Searwar, 
Bernardo Vega, and Paul Chen-Young, as well as G. Philip Hughes for his skill in shaping the final draft of 
this report. Special thanks should be extended to the Institute of International Relations and its efficient 
staff, which worked with us for the spring 1992 conference in Port-of-Spain. Invaluable assistance was 
provided by the two anchors of the CSIS Americas Program, Maureen Malchow, who shepherded this project 
from beginning to end, and Joyce Hoebing, who pitched in at key moments. And special thanks is due to the 
Andrew W. Mellon Foundation, whose support makes our work on the Caribbean possible. 
 

Georges A. Fauriol  
Director 

Americas Program  

 
1 A selection of these efforts includes: James Theberge, Russia in the Caribbean, 2 vols. (CSIS 1972); Hugh Thomas et al., The 

Cuban Revolution: Thirty Years Later (Westview 1984); Thomas Moorer and Georges A. Fauriol, Caribbean Basin Security (Westview 1984); 
Georges Fauriol and Eva Loser, eds., Cuba: The International Dimension, (Transaction 1990); and also several reports on elections in 
Jamaica, Grenada, the Dominican Republic, Haiti, St. Vincent & the Grenadines, and Antigua & Barbuda.   

 2 Georges A. Fauriol, ed., The Haitian Challenge (CSIS 1993), Ernest H. Preeg with Jonathan D. Levine, Cuba and the New Caribbean 
Economic Order (CSIS 1993), and Georges A. Fauriol, ed., Haitian Frustrations (CSIS 1995). Also underway is a study on population and 
U.S. national interests, with a focus on Haiti, for publication in 1995. 
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Overview: The Boundaries of the  
U.S.-Caribbean Agenda 
 

In undertaking this project CSIS believed the end of the cold war was not "the end of history" for the 
Caribbean and that it was not accurate to expect the diminution of the region's policy importance.3 Clearly, 
the rearrangement of hemispheric trade flows will dramatically reshape the Caribbean's insular and narrow 
economic patterns. Likewise, a generational change is under way in the region's leadership, as represented by 
Michael Manley in Jamaica or Fidel Castro in Cuba, and it is uncertain which leaders will take the Caribbean 
into the next century. A politically involved Caribbean expatriate community in the United States is another 
intriguing element that is creating a permanent link with the region. This community includes not just Cuban-
Americans and Haitian-Americans but English-speaking West Indians, Dominicans, and Puerto Ricans as well. 

 A central message of this report is that Caribbean issues bridge our foreign and domestic agendas 
and for that reason must stay at the forefront of U.S. policy concerns. The United States remains a core 
fixture of Caribbean political, economic, and cultural life. A general impression is nevertheless forming that 
the Caribbean is now on its own. This theme is echoed in several of the chapters that follow. Despite 
suggestions by some critics, the United States is not a fearsome partner for the Caribbean. Its great-power 
status, however, ensures that its attention span vis-à-vis the region will be fitful.  

In the fall of 1962, events in Cuba brought the world to the brink of a superpower nuclear exchange. 
Some 20 years later global interest again focused on the Caribbean when a coalition of eastern Caribbean 
states and the United States reacted to the murder of the prime minister of Grenada, Maurice Bishop, by 
invading the country and toppling the Communist regime. In the 1990s, national- and local-level U.S. 
policymakers are once again focusing on the region. But as dramatic as these milestones are, the most 
important development during this period has been the gradual but sure growth of a democratic community of 
Caribbean states. That there have been glaring exceptions to this─in Cuba and Haiti─underscores the need for 
continued attention to Caribbean affairs. 
 
Meeting the Challenges 

3 For the purpose of this project, the Caribbean countries considered were primarily the English-speaking nations that belong 
to the Caribbean Community (CARICOM). General considerations applicable to this group may also apply to the Dominican Republic and 
Suriname. No attempt has been made to treat such complex topics as Haiti and Cuba in detail, which are the subject of other CSIS 
initiatives; rather, an effort has been made to draw implications for the rest of the Caribbean from the crises and developments in 
these two important Caribbean nations. A glossary relevant to the region is included in this report. 

Just as the 1980s presented opportunities, the 1990s have brought a number of new challenges for the nations 
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of the Caribbean region. Caribbean nations are attempting to respond to and cope with these pressing 
demands.  
 
Trade and Investment 

Reductions in U.S. development and security assistance levels are perhaps the first and most important issues 
the Caribbean nations must address. U.S. and international pressures to reduce protectionism and liberalize 
trade are another. The North American Free Trade Agreement (NAFTA)─perhaps the most concrete expression of 
this latter trend─poses a particularly knotty problem for the United States' trading partners in the 
Caribbean; they will be compelled to compete more effectively as the preferences they enjoy under the 
Caribbean Basin Initiative (CBI) are eroded. Similarly, the European Union's single market in the long run poses 
fresh threats to the Caribbean's traditional protected markets for bananas and sugar. 
 
Political Changes 

Turmoil in Haiti, even following the September 1994 intervention, remains a serious regional concern. Even more 
portentous is the impending opening of Cuba─most likely after Castro passes from the scene─which will 
reshape the region's economic and political landscape. A transition of this magnitude in Cuba will affect 
virtually every aspect of Caribbean economies─tourism and agriculture initially and manufacturing and services 
eventually─particularly for the friendly, relatively more developed and prosperous nations of the Caribbean 
Community (CARICOM). 
 
Policy Markers 

Both the United States and the Caribbean countries need to base their relationship on a realistic appraisal of 
their importance to each other. As they approach the 21st century, Caribbean nations will need to focus on 
what they bring to the table in their relationship with the United States if they desire political attention, 
trade and investment opportunities, and part of the diminishing development and security assistance available 
from the United States. 
 

1. Integration. To meet the demands of liberalized trade in the 1990s and the challenges of the 
international community of the 21st century, Caribbean nations must make dramatically swifter and more 
concerted progress toward meaningful integration. The Association of Caribbean States (ACS) may be a step 
in that direction, but the vitality of this process remains in question. U.S. policies should support and foster 
such advancements. At the same time, it is difficult to see how the necessary gains can be made as long as 
several different integration schemes and projects are in play simultaneously, with no strategy for 
harmonizing them or bringing any one of them to fruition. 

 
2. Hemispheric trade. Caribbean nations should actively adjust to and participate in NAFTA and broader 

moves toward hemispheric trade liberalization, rather than attempt to hold out against these trends. Although 
the process is fraught with uncertainty and danger, the alternative is a practical impossibility for the 
economies of the Caribbean─besides being ruinously expensive. At the same time, the United States and its 
NAFTA partners will need to make realistic allowances for the fragile, narrowly based Caribbean 
economies─even at the expense of compromising some free trade negotiating principles─in order to bring the 
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Caribbean into a hemispheric free trade framework. 
 

3. Competition. Whereas during the 1970s and 1980s U.S. and Caribbean expectations for economic 
development focused on diversification (adding additional sectors to such traditional pursuits as agriculture, 
tourism, or extractive industries), the competitive trends of the 1990s may narrow, rather than widen, the bases 
of many Caribbean economies and increase their dependence on tourism in particular. This will require both 
adjustment of economic expectations and more effective commercial policies to maximize the earning potential 
of the Caribbean's most naturally competitive sectors. 

 
4. Governance. The nations of the Caribbean region are faced with the challenge of replacing a 

generation of highly experienced and visible leaders such as John Compton of St. Lucia, Eugenia Charles of 
Dominica, Nicholas Braithwaite of Grenada, Joaquin Balaguer of the Dominican Republic─let alone Fidel Castro 
of Cuba─with a new generation of leaders. In the case of Haiti, the leadership question remains very 
problematic. How will the next generation fill the shoes of their predecessors? While transitions in Jamaica, 
Trinidad and Tobago, and several others countries give grounds for optimism, it is uncertain that these trends 
can be sustained in the face of so many generational transitions. Likewise, the profile of the Caribbean's 21st 
century leadership has yet to emerge and much remains to be learned about what its attitudes will be toward 
national policies and relations with the United States.4

5. Cuba. Many Caribbean nations─especially the Bahamas, Jamaica, and most eastern Caribbean 
countries─urgently need to develop individual strategies for meeting the looming commercial threat posed by 
Cuba's impending political and economic opening. Choosing the best approach toward Cuba will require a 
complex calculation. The short-term benefits of such gestures as the creation in mid-1993 of a Cuba/CARICOM 
Economic Commission must be balanced against longer-term considerations such as hastening Cuba's transition 
to a democratic and open society, positioning the Caribbean states for cooperative relations with post-Castro 
Cuba, and avoiding unnecessary friction with the United States.   
 

6. Security. The Caribbean's primary security challenge are now drug trafficking, money laundering, 
international crime, and corruption. Active U.S. engagement in combating this problem throughout the 
Caribbean will be indispensable because many key transit routes to the United States traverse the region and 
the magnitude of the enforcement task and the corruption risks exceeds the capacity of any Caribbean nation 
to cope. Moreover, an entrenched pattern of drug corruption in even a small Caribbean island would be 
exceedingly hard to root out. 

 
4 Governance in the Caribbean is addressed in two separate CSIS studies: Douglas W. Payne, Democracy in the Caribbean: A Cause 

for Concern, and Howard Wiarda, U.S. Foreign Policy and Caribbean and Latin American Democracy (forthcoming). The question of the 
new generation of Caribbean leadership is the subject of a forthcoming CSIS study by the Americas Program.  

 
7. Development resources. Scarce development assistance funds for the region will be severely 

strained. The need to support traditional development activities─particularly agricultural and economic 
diversification and improved education to support increasingly service sector-oriented economies─will persist. 
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At the same time, there will be an increased need to fund maintenance of the substantial, and critically 
important, physical infrastructure built in the past two decades, much of which is beyond the long-term 
capacity of individual Caribbean economies to support. Finally, nontraditional development activities such as 
coping with environmental degradation will also require attention. Though the White House and Congress may at 
times be tempted to pull the plug on assistance to the Caribbean in order to concentrate on domestic 
priorities, such action would be a quick ticket to future problems. 
 

Georges A. Fauriol 
 



1

C H A P T E R 1
──────── 

The Regional Agenda from a  
Caribbean Perspective 
 
Anthony T. Bryan 

Regional integration in the post-cold war Caribbean is under challenge, and, in fact, the concept itself is 
changing. Some Caribbean Community (CARICOM) leaders still view integration as meaning a single market and a 
single community that benefit from increased intraregional trade and coordinated fiscal and monetary policies. 
But others now regard that model as too constraining and inward looking, noting that it seeks to avoid the 
inevitable adjustment costs of opening the region to free trade. They envision a different model 
altogether─one of full regional trade liberalization in which the private sectors of various countries are 
linked, and public and private sectors within each country can pull together for the good of the whole. What 
then is the future of regional integration in the Caribbean? 
 

Ë First, in the short term, a priority should be to strengthen the subregional integration 
movement in the Caribbean. This process would include developing multicountry trading areas, 
a single internal economic community, and regional cooperation in developing capital 
markets, as well as reforming institutions that currently constrain further integration.  

 
Progress in subregional integration is evident in (1) the agreement between Venezuela and 
CARICOM in October 1992, which guarantees one-way, duty-free access from CARICOM countries 
into Venezuela until 1998, when a reciprocal agreement will take effect, and a similar 
agreement signed between Colombia and CARICOM in July 1994; (2) the tentative free trade 
agreement reached by the Central American republics, Colombia, and Venezuela in January 1993; 
(3) exploratory talks between CARICOM and the Central American countries aimed at 
establishing uniform external tariffs, liberalizing intraregional trade, and formulating 
recommendations for a single strategy with respect to the North American Free Trade 
Agreement (NAFTA), the Caribbean Basin Initiative (CBI), and the Enterprise for the Americas 
Initiative (EAI); and (4) the creation of the Association of Caribbean States (ACS) in July 
1994.5 The ACS provides a framework for Caribbean states to work out special trading and 

 
5 The countries eligible for full ACS membership include the thirteen CARICOM countries and Colombia, Costa Rica, Cuba, the 

Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Suriname, and Venezuela. In addition, the following 
countries and territories are eligible for associate status: Anguilla, Bermuda, British Virgin Islands, Cayman Islands, Montserrat, 
Puerto Rico, Turks and Caicos Islands, United States Virgin Islands, the French Republic (with respect to Guadeloupe, Guyana, and 
Martinique) and the Kingdom of the Netherlands (on behalf of Aruba and the Netherlands Antilles). 
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cooperation arrangements.  
 

Ë Second, a consensus should also be fostered among the private, public, and other sectors in 
the Caribbean on how to stimulate economic growth. The private sector in the region would be 
strengthened if small, medium, and large enterprises were engaged in production and trade, 
whether they involve traditional or nontraditional services and goods. Intraregional private 
sector integration should be able to proceed without any formal governmental accords once 
national economic and trade liberalization programs are under way. Economic integration in 
the Caribbean is already taking place through the private sectors of various 
countries─providing a larger market for regional exporters. The private sector is the 
appropriate instrument to complete the cross-regional investment, trade, and integration 
process. 

 
Ë Third, the state's influential role in the economy should not be abandoned, given the weakness 

of markets in the small Caribbean countries. The state still has an important function in 
supervising transnationals and monopolies and as the guarantor of social services. Its role 
as the major catalyst for growth and as the arbiter of market protectionism, however, should 
be reduced. But concomitant with the rise of the private sector into a more autonomous 
political and economic relationship with the state, private sector responsibility for 
legitimizing the social order and attending to public welfare will increase.  

 

Development and Trade Strategies 

Caribbean economies have traditionally been maintained by economic windfalls (oil, bauxite, bananas) and by 
preferential trading arrangements with Europe and North America. The Caribbean has thus been able to enjoy a 
level of consumption that is not commensurate with its levels of production, productivity, and international 
competitiveness. Even against a backdrop of large trading blocs and multilateral trade liberalization, 
Caribbean development and trade strategies continue to focus on the protection of existing guarantees for 
traditional export products.  

A major issue facing the Caribbean economies in the 1990s is how best to switch to a new generation 
of competitive export products and services. The policy environment must encourage a vibrant economic sector 
that is sustainable without trade preferences. Negotiated free trade arrangements can be the catalyst for 
this strategy, but market dynamics, a favorable investment climate, and subregional integration will be 
necessary to sustain long-term competitiveness. 

The Caribbean must face some harsh realities: 
 

Ë Preferential market access for Caribbean products, whether under CBI, the Lomé Convention, 
or the Caribbean-Canada Trade Agreement (CARIBCAN), will probably disappear by the end of 
the decade. Even in the interim, mere market access does not equal export promotion. 
Preferences are not a part of the Caribbean's trade future.  
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Ë Small markets and trading areas such as CARICOM (5.5 million) and Central American markets 
(28 million) are of limited relevance to larger markets. 

 
Ë Trade arrangements such as NAFTA, the European Union (EU), and the General Agreement on 

Tariffs and Trade (GATT) are eroding traditional notions of sovereignty and introducing new 
concepts of political consensus building, economic partnerships, and comprehensive economic 
planning. 

 
Ë Caribbean countries are making progress toward deregulating their economies, privatizing 

government-owned companies, and liberalizing their currency and financial markets; however, 
trade arrangements such as NAFTA could eventually divert investment and trade away from the 
region with a resultant loss in economic activity and production capability. Competition based 
on market factors will weigh strongly in Mexico's favor, and the negotiated NAFTA provisions 
on trade in services, investment, and the mechanisms for dispute settlement are strong 
motives for investment in Mexico. 

 
NAFTA and the CBI Countries 

Because of their small size and the preferential treatment of exports to the United States under the CBI, the 
Caribbean (and Central American) countries represent a special case in the expected move toward the 
implementation of a Free Trade Area of the Americas (FTAA) by 2005. The decision to pursue an FTAA was taken 
by heads of government of 
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the Western Hemisphere at the Summit of the Americas held in Miami in December 1994.  
The CBI countries should devise a comprehensive strategy to lobby for parity with NAFTA (e.g., for the 

same terms and conditions of market access to the United States as those afforded Mexico).6 Ideally, CBI 
countries, through subregional action, would proceed to join NAFTA or negotiate separate FTAs with the United 
States by expanding the scope of the CBI and gradually accepting obligations to make the program reciprocal. 
If a formula for NAFTA accession is agreed to by the three North American countries, however, the issue of 
parity loses relevance.  

In any case, CBI countries should regard parity with NAFTA as merely a transitional arrangement, while 
negotiating for accession and moving toward full reciprocity. It seems likely that the GATT will inevitably 
erode the protection gained from nonreciprocity both for tariffs and nontariff barriers. 

The potential benefit for CARICOM, in particular, is the forging of a strong relationship with the 
NAFTA countries. Such a relationship would gradually move from a nonreciprocal basis to increased levels of 
reciprocity. Neither the Canadian nor Mexican markets have been exploited to any great extent by Caribbean 
business and industry. 

Caribbean entrepreneurs should move toward strategic business alliances in the southern United 
States, particularly Florida and Texas. Strengthening such linkages would stimulate mutual growth and 
investment capabilities, particularly in the industry and services sectors. Such Caribbean and U.S. 
interdependence would bolster competition and comparative advantage, even while the longer-term free trade 
arrangements are being negotiated. 

At present, differing levels of national commitments to trade liberalization are constraints to 
Caribbean regional group accession to NAFTA. The countries of the Caribbean are not at the same stages of 
development and it is probable that their paths will diverge even further.7 Consequently, governments in the 
Caribbean should also allow themselves the flexibility to proceed at different speeds and reserve the option to 
decide whether their free trade objectives are best served by pursuing a subregional or individual country 
approach. But collective action (with increasing levels of reciprocity) will be required if the Caribbean 
wishes to participate as a region in NAFTA. 

Caribbean countries should keep options for free trade agreements open. The outline of the FTAA 
beyond NAFTA is by no means clear. One option would be to have a single, open-ended, and continuously 
expanding FTAA composed of subregional groupings. Another would build on NAFTA and enlarge it as other 

 
6 The most recent effort to argue CBI parity with NAFTA is the "Caribbean Basin Trade Security Act," HR 553 introduced by 

Representative Philip Crane (R-Ill.) in January 1995. 

 7 Economically strong Trinidad and Tobago, which together with Chile has met the readiness criteria for joining NAFTA, has 
accelerated its lobbying efforts during 1995 for its own accession to NAFTA.   
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subregional groups or individual countries seek accession. Caribbean countries should not rule out either 
possibility. 
 
CARICOM, Lomé, and the European Union 

The CARICOM countries benefit greatly from the preferential Lomé agreement accorded to the African-
Caribbean-Pacific (ACP) states. Specific protocols govern very favorable access for particular ACP 
agricultural products to the EU market, and development financing is available under Lomé IV cooperation 
provisions. During the last decade, ACP countries, and in particular the Caribbean, have lost market share in 
Europe compared with other developing nations. There are also indications that increased cooperation with, and 
support from, the EU may depend on greater economic integration between countries in the wider Caribbean 
and Central America. For example, the value of EU aid to Central America surpassed EU flows to the Caribbean 
in the 1980s, and trade preferences have increased the share of Central American exports to the EU to 
approximately the same level as that of Caribbean exports. There are indications that EU trade policy toward 
the Caribbean and Central America will increasingly converge.  

CARICOM will have to develop a strong and coordinated approach and take initiatives, in cooperation 
with its partners in the ACP, to prevent or minimize the anticipated impact of the midterm review of the Lomé 
IV Convention scheduled for completion in 1995. The current convention will expire in the year 2000 and the 
program may introduce new conditionalities that could direct most of the assistance and preferences to the 
least developed nations in the ACP grouping. CARICOM will also have to reconcile the demands of NAFTA for 
reciprocity with the preferential nonreciprocal provisions of the Lomé Convention in a manner that is 
compatible with the recently concluded GATT. 

CARICOM and other countries in the Caribbean will have to reevaluate their relationship with the EU. 
The future of the Lomé relationship will have to consider new priorities that have begun to compete with 
Europe's traditional ties with former colonies. The present relationship is likely to be one of diminishing 
returns. As the EU expands to include the countries of the European Free Trade Association (EFTA) and central 
Europe, the European friends of the Caribbean (Great Britain, France, the Netherlands, and Spain) will find it 
more difficult to negotiate concessions for their former colonies. The Caribbean will have to rely on the 
Europe of the future─not the Europe of the past. 
 
Imminent Leadership Changes 

The Caribbean faces a major challenge as its leadership changes. Newer technocratic governments and younger 
and less charismatic leadership are likely to emerge in the 1990s. Caribbean electorates are demanding more 
accountability and clearer economic programs from their leaders, and recent elections suggest that 
personalism, petty nationalism, and autocratic leadership are under challenge. The English-speaking Caribbean 
is strengthening democracy by electing pragmatic technocrats, many of them in their 40s. This change is 
driven by public anger at failing economies, rising social ills, and endemic corruption. Structural adjustment 
programs have produced their own tensions and dysfunctions in society.  

Changes in regional leadership also coincide with the emergence of a new global political and 
economic order. Even some elder statesmen such as Michael Manley of Jamaica (now retired from public life) 
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and Cheddi Jagan of Guyana have pragmatically dispensed with their socialist labels and moved their countries 
sharply toward free market economies. Cuba's Fidel Castro has resisted such dramatic change and has introduced 
a curious brand of à la carte capitalism. Recent economic reforms have encouraged direct foreign investment 
in certain sectors of the Cuban economy and permitted the evolution of a small merchant class within the 
margins of the state managed dollar economy.  

Leadership changes in the Caribbean will accelerate as an older generation of public figures in 
Dominica, St. Kitts and Nevis, St. Lucia, Antigua and Barbuda, and the Dominican Republic voluntarily resign or 
are persuaded to so do. Cuba and Haiti (despite the return of President Jean Bertrand Aristide) will continue 
to pose problems and be more responsive to international pressures than to domestic ones. 
 
Democracy and Governance 

Attempted coups d'état in Trinidad and Tobago in 1990 and Venezuela in 1992, as well as the continuing 
political crisis in Haiti, suggest that strengthening democracy is one of the major items on the immediate 
agenda. There is widespread official and public sentiment that economic vulnerability is at the core of 
Caribbean insecurity, since instability will increase if the economic pillars that support democratic regimes 
are eroded. Caribbean democratic and internal security also are under attack by drug traffickers, arms 
smugglers, and money launderers. In some countries, such as Trinidad and Tobago, Guyana, and Haiti, ethnic and 
class tensions may worsen if economic circumstances deteriorate and political factions exploit the situation. 
Will small Caribbean states be able to overcome emerging security problems? How should they react to an 
array of unprecedented threats? 

The Caribbean region, in particular the countries of the Commonwealth Caribbean, maintain some of the 
hemisphere's strongest democratic traditions. But Cuba and Haiti remain far outside this tradition. Political and 
economic reform in Guyana has advanced markedly with the holding of fair elections late in 1992. The civilian 
government of Suriname is moving steadily to curtail the political power of its military. But even those 
countries with traditions of parliamentary democracy are vulnerable to terrorists, the corruption of law 
enforcement officials, and insurrection.  
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Haiti 

The promotion and strengthening of democracy is an issue that provides common ground for regional 
cooperation. Even so, success may be elusive. After the September 1991 coup in Haiti, the Haitian people and not 
the regime bore the brunt of the embargo in the name of democracy. 

Haiti has longstanding, deep-seated political and socioeconomic problems. Even though Jean Bertrand 
Aristide has returned to Haiti, economic assistance is essential if the democratic process is to be 
strengthened. But the absence of the appropriate political institutions necessary to maintain a democratic 
state points to a deeper crisis. Haiti has paid an enormous price for its emergence as the hemisphere's first 
black republic. For a long time after Haiti's successful revolt against the French in the early 19th century, 
the developed world treated it as a pariah state. Elements of the old corrupt traditional political culture 
have not disappeared. Democracy is a new and untested condition. Social justice and economic equality have yet 
to become major ingredients in the political and economic equations. The transition will be complete only 
when a clean break with systems of social and political injustice is evident to the majority of the Haitian 
people. It is time for the international community to support those Haitians who desire to rebuild and 
reorganize the nation's institutions.  

The flood of Haitian refugees after the 1991 coup illustrates the difficulty of treating the problems 
related to international migration as national rather than international problems. Haiti is an extreme example 
of Caribbean demographics─the country cannot support its population. Its economic problems are exacerbated 
by an environmental crisis─the degradation of natural resources─made worse by the failure of politics and 
development planning. National policies must make sustainable development a priority, but a broader 
perspective is required. The depletion of resources must be seen as a fundamental cause of international 
conflict and human misery. 

Similarly, the full economic recovery of Haiti is neither imminent nor certain. The country faces a 
number of challenges in its long-term development. While the international emergency assistance plan and 
the incentives offered to investors may provide a kick start, the daunting task of rebuilding the Haitian 
economy will depend not only on political stability but also on long-term improvements in the depressed 
social and physical infrastructure.8

Migration 

Can there be official recognition that migration is actually an item on the international development agenda? 
In spite of the current anti-immigration fervor, the United States stands to benefit economically from being 
an open door society. Migration, legal or illegal, will continue to serve as a safety valve for economic 

 
8 For an analysis of the challenges facing the Haitian economy see Anthony T. Bryan, "Haiti: Kick Starting the Economy," 

Current History, February 1995: 65-70. 
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dislocation in the Caribbean,  
and the resulting brain drain does not necessarily present a doomsday scenario for either the Caribbean or the 
United States. The remittances and investments sent to the region by productive Caribbean emigrants should be 
regarded as part of a larger transborder contribution to long-term economic growth, peace, and security in 
the hemisphere. 
 
Drug Trafficking 

Some Caribbean countries in the eastern Caribbean and on the northern tier of South America have now become 
key transshipment routes for South American cocaine into U.S. and European markets. Most Caribbean countries 
cooperate with the United States in counternarcotics efforts, but their ability to have any impact at all 
varies widely. Some recent U.S. action seems to push extraterritorial jurisdiction too far and provokes 
hostility in some Caribbean countries toward the U.S. antidrug campaigns. 

We must pay more attention to the drug trade's transnational nature. Narcotics trafficking is unlikely 
to stop in the near term given the demand in the developed countries and the easy electronic money 
laundering, offshore bank secrecy, a network of official protection enjoyed by traffickers, and the 
"corporate" structure of the drug trade. A new policy may be required─one that chases the money rather than 
the drugs. 

Drug trafficking and production must be seen not just as a security problem but as a symptom of 
profound economic crisis and poverty. Unfortunately, the failure of economic development strategies and the 
lack of viable economic alternatives have made the narcotics business the most profitable sector of the 
Caribbean's informal economy. Given the region's limited resources, the drug trade will not be halted any time 
soon. In the meantime, corruption and violence will probably increase even more, and valuable national and 
regional resources will continue to be diverted from infrastructure, education, and health care to fighting 
the drug scourge. 
 
The Broader Security Agenda 

Political polarization, ethnic and class tensions, environmental degradation (including oil spills and hazardous 
waste dumping), and food security are the newer security concerns in the Caribbean. Caribbean nations must be 
responsible for their own security: some issues can be addressed on a national or regional basis, some will 
have to be tackled through bilateral mechanisms, and others will require a global approach. 
 
Cuba, the Hispanic Caribbean, and New Linkages 

The Caribbean will soon have to face the prospect of a market-oriented Cuba. A 1993 agreement between 
CARICOM and Cuba identifies 24 priority areas for mutual cooperation─and Jamaican and Trinidadian businesses 
are already investing in Cuba. Both the U.S. embargo of Cuba and the outdated communist regime of Fidel Castro 
are post-cold war anomalies. If in the future there are economic and political reforms in Cuba, leading to an 
open economy and normalization of relations with the United States, there will be a massive increase in U.S.-
Cuban trade, possible U.S. economic assistance, and vast improvement in the investment and tourism climates in 
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Cuba. It would also mean greater Cuban and regional interdependence with the U.S. economy. The participation 
of Cuba as an open, market economy in the Caribbean will have both trade-creating effects (for regional 
tourism and services) and trade diverting effects (assembly industries, some agricultural exports) on other 
Caribbean countries. But Cuba will have to be included in any future Caribbean integration scenario. A 
restructured Cuba will produce short-term shifts in existing trade and investment patterns that will result 
in a revised set of comparative advantages in the region.9

The center of gravity in the Caribbean will continue to shift to the Hispanic Caribbean and away from 
the CARICOM region, which has held the institutional and diplomatic spotlight for the last two decades. The 
CARICOM region in turn will have to prevent further fragmentation as crossborder trade challenges national 
boundaries. 

The Caribbean stands to gain from increased trade with Latin America. First, the trade and investment 
agreements between Venezuela and the CARICOM countries (1993) and Colombia and CARICOM (1994) provide the 
basis for a new regional dynamic. Second, the Group of Three (G-3) trade pact between Mexico, Colombia, and 
Venezuela implemented in January 1994 sets the stage for better relations between CARICOM and the G-3. Third, 
the ACS signals a new level of cooperation that could eliminate the historical divisions within the wider 
Caribbean and provide the basis for a regional grouping that would have greater weight to bargain more 
equally with NAFTA and other large regional groupings. Naturally, the ACS itself will face the difficult task 
of reconciling the major differences in economic and trade liberalization objectives between its large and 
small member economies. 

A note of caution regarding Haiti and Cuba: neither should be allowed to dominate the U.S.-Caribbean 
policy agenda. During the cold war, the United States was focussed on the ideology of a few countries in the 
Caribbean and Central America, and neglected the others. Haiti and Cuba are but symbols of a deeper Caribbean 
malaise, and it would be wise for the United States to formulate policy toward the wider Caribbean. 
 
Conclusion 

9 See Ernest H. Preeg with Jonathan Levine, Cuba and the New Caribbean Economic Order (CSIS 1993). 

The most important challenge facing the Caribbean for the rest of the decade is to respond to a more dynamic 
trade, investment, and business environment in the hemisphere. The countries of the region will also have to 
meet the challenge posed by human development needs. The economic outlook for most countries of the 
Caribbean is for slow to moderate growth throughout the 1990s. Many of the smaller economies depend heavily 
on one or a few export commodities, which makes them vulnerable to the relatively slow growth anticipated in 
the world economy. World prices of traditional export goods are not likely to rise, while growth in tourism 
will not be very dramatic. Some Caribbean nations will face difficult times when preferential trade 
agreements are reduced or eliminated. The poverty index is likely to rise even more dramatically given 
reductions in social spending. Furthermore, concerns for alleviating poverty and income inequality caused by 
liberalization and privatization policies have not been fully integrated into proposals for growth. The domestic 
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ramifications of an increase in poverty have already become very visible even in relatively resource-rich 
societies such as Trinidad and Tobago, Venezuela, and Mexico. In this "free trade" era of international economic 
relations, building competitive advantages in specific goods and services may be the key to the Caribbean's 
survival and success. Clearly, many of the challenges inherent in the new architecture of trade, integration, 
and development cannot be met without significant reform in the region's political economy and governance.  



C H A P T E R 2
──────── 

A U.S. Policy Outlook  
on the Caribbean 

G. Philip Hughes 

A quick review of U.S.-Caribbean relations reveals a remarkable but little noted record of U.S. policy success 
in addressing what were viewed some 15 years ago as the region's most pressing problems. Recall for a 
moment the diagnosis of the Caribbean from the late 1970s: the spreading influence of Cuba; governments with 
little or no ability to counter external or internal security threats; economies narrowly based on tourism and 
agriculture with limited ability to generate new employment and weather economic downturns; and an 
increasingly dilapidated judicial and public service infrastructure that further limited economic growth 
potential. Beginning in the late 1970s and early 1980s, U.S. policy sought to address these problems. The 
success of those policies now can be seen in many areas: 
 

Ë Democracy. With the exception of Cuba, all Caribbean governments are now democratically 
elected. Externally sponsored threats to democracy have disappeared. Internal security threats 
have also diminished.  

 
Ë Export growth. With six exceptions─Antigua and Barbuda, Bahamas, Barbados, Haiti, the 

Netherlands Antilles, and Trinidad and Tobago─all other beneficiaries of the Caribbean Basin 
Initiative (CBI) have experienced compound average growth rates of their exports to the 
United States (between 1.7% and 48%) over the period of the initiative. Unique local 
factors─such as civil turmoil in Haiti and the fall of oil prices for Trinidad and Tobago and 
the Netherlands Antilles─account for some of the exceptions. 

 
Ë Living standards. Except for Guyana, Haiti, and the Dominican Republic, per capita gross 

domestic product (GDP) in the democratic Caribbean countries is at or substantially over 
$1,500. Essential infrastructure is in place. In the eastern Caribbean, rural electrification, 
potable piped water, basic public health services, and education now reach all but the most 
inaccessible enclaves of a few island states. Driveable roads link all major  

populated places on the islands and upgraded airports now serve small islands that, until recently, were 
reachable only by boat. In some places, basic human needs continue to go unmet, but the existing 
infrastructure can serve as the foundation for further development.   
 

Ë Keeping other donors engaged. Notwithstanding the U.S. buildup in the 1980s, U.S. policy 
toward the Caribbean has managed to maintain, rather than completely displace, Great 
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Britain's engagement in the region. The United States could easily (if unintentionally) have 
forfeited Great Britain as a valuable partner in providing needed economic and security 
support for the region. 

 
Policies for a Democratic Caribbean 

The two immediate priorities for the Caribbean are assuring political stability and economic growth in Haiti 
and assisting─one should say hastening─the eventual democratic transformation of Cuba. Yet the Caribbean 
faces other concerns, along with pressing hemispheric issues─such as the North American Free Trade 
Agreement (NAFTA) and its expansion to other nations of the hemisphere─that should not be eclipsed by 
worries over Haiti and Cuba.  

Before we can frame a realistic policy perspective for the near term, we must recognize that, major 
crises excepted, the Caribbean will be of diminished interest to the United States in the immediate future. This 
can be attributed to several factors: 
 

Ë Political and economic transformations in eastern Europe and the former Soviet Union, the 
challenges of Middle East peace and security in the Persian Gulf, and relations with our 
trading partners in Europe and the Far East will detract attention and money from the 
Caribbean. 

 
Ë Within the Western Hemisphere, the Caribbean will rank behind the larger, more pressing 

commercial interests associated with implementing NAFTA and pressing on with the wider 
hemispheric trade liberalization agenda. The larger countries of South America, and even the 
more aggressively interested small states of Central America, will make better candidates 
for early inclusion in this process than most small Caribbean countries, particularly since 
the Caribbean countries to date have not demonstrated a great deal of initiative in these 
processes. 

 
Ë Major drug source or transit countries in South and Central America and in the Greater 

Antilles will rightly command the largest share of counternarcotics attention, potentially 
limiting the antidrug assistance available to the smaller nations of the eastern Caribbean. 

 
Against this background, what then is the policy outlook for the democratic countries of the 

Caribbean? First, these countries will enjoy relatively lower policy priority than they did during the 1980s. 
Second, U.S. policy will focus on essentially preventive goals, such as preserving stable democracy, 
maintaining economic stability, and preventing Caribbean countries and islands from becoming safe havens for 
drug trafficking and money laundering. A third goal will be to ensure Caribbean support on key international 
issues at the United Nations (UN) or Organization of American States (OAS). This aspect of U.S. relations with 
the Caribbean─and perhaps especially with the eastern Caribbean─will only grow in the years to come, given 
the increasing reliance on UN and OAS mechanisms to address international crises. This makes it all the more 
important for Caribbean countries to take their participation in these bodies seriously and be prepared to 



G. Philip Hughes     13 
 

"stand up and be counted" on major issues of principle. Fourth, U.S.-Caribbean policy will probably have to be 
conducted on a shoestring. Here the eastern Caribbean illustrates the trend. Two years ago, U.S. development 
assistance for the eastern Caribbean was roughly 10 percent of its peak level nine years earlier. Next year it 
will probably be zero. Security assistance─required to simply maintain the patrol boats and equipment 
purchased with U.S. assistance in the 1980s─has been virtually eliminated, and counternarcotics assistance, 
while four times greater than in fiscal 1991, was still just over $1 million.  

The Caribbean countries and those in the United States concerned with Caribbean affairs must 
therefore make a more effective case for reasonable levels of assistance on the one hand, and, on the other, 
make more efficient use of what will probably be severely limited assistance levels in the future. 
 
Other Challenges Ahead 

Other major policy challenges lie ahead for the United States in the Caribbean─and particularly the eastern 
Caribbean.  
 
Stabilizing the Economy  

The United States must face up to the shortcomings of many of its efforts to promote economic diversification 
in the region and focus on practical, realistic means to help these countries stabilize the basis for their 
economic survival. In the agricultural field, for example, eastern Caribbean dependence on banana exports 
remains a fact of life. When, in 1992, the European Union (EU) proposed a tariff rate quota mechanism to 
ensure continued preferential access for Caribbean banana producers to the European markets, this seemed a 
hopeful sign─an effort by the EU to accommodate U.S. objections in the Uruguay Round to the previous quota 
arrangements for bananas in Europe. It seemed to offer a basis for compromise that would permit the United 
States to be more tolerant of this particular protection policy. Unfortunately, the way the EU has 
implemented its proposal, so as to benefit European banana trading firms at the expense of their non-
European competitors, has touched off a series of trade complaints and a U.S. investigation of allegedly unfair 
EU trading practices. All of this probably augers poorly for the long-term continuation of this preferential 
banana access. Yet, while defending the interests of U.S. companies engaged in the banana trade, U.S. policy 
must somehow come to grips with the almost undiminished dependence of these small economies on a single 
crop─even after years of efforts and diversification schemes. 

Outside the agricultural field, the island countries need to work actively with the NAFTA countries on 
trade liberalization in the hemisphere. Many of these islands neglected to take the steps necessary to gain 
maximum benefits from the CBI. Failure now to get in step with NAFTA and hemispheric trade liberalization 
could lead to small Caribbean economies being swamped as NAFTA takes hold and expands. Also, both Caribbean 
countries and aid donors could focus on maximizing tourism's foreign exchange earning potential. 
Engaging Other Donor Nations in the Caribbean 

Another key challenge is to sustain the interest and involvement in the Caribbean of other donor nations such 
as Great Britain, Canada, and the EU. This would require the United States to curb its propensity to assume 
total responsibility for certain international problems. Many of these donors face the same resource 
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constraints and competing demands as the United States does, but their continued involvement is essential 
because the Caribbean's needs exceed any one nation's capacity to deliver. 
 
Developing Counternarcotics Cooperation 

The United States must also reconsider its approach to counternarcotics cooperation with Caribbean 
governments and set realistic expectations of these countries in the event that significant narcotics 
trafficking activity is detected within their jurisdiction. Is it realistic to expect most Caribbean police 
forces to mount effective undercover operations to discover trafficking operations and "sting" the 
traffickers? Will these operations be successful in small societies where virtually everyone knows everyone 
else, and where policemen are instantly recognized even out of uniform? Can operational security for major 
drug "busts" be achieved in an environment where the location of the police drug squad headquarters is public 
knowledge, where the comings and goings of its handful of vehicles and its personnel can be readily 
observed, and where raiders may have to slowly traverse a single ribbon of road through territory populated by 
the traffickers' friends, relatives, retainers, and fellow villagers to reach the remote site of the drug raid? 
Is it sensible to expect a handful of magistrates with meager salaries, or a lone judge on an island, to 
routinely convict traffickers in major drug cases─even if the cases could be brought without fear of 
reprisal? And when convictions are achieved in cases involving large seizures, can we expect the island 
prison facilities (usually built in the heart of the main town during the 18th century) to hold these felons, 
with their access to drug money and outside confederates; can we expect a poorly paid prison guard force to 
resist the inducements that are invariably offered by these prisoners; and should we expect an island 
government to willingly bear the expense of imprisoning, feeding, and securing such drug convicts for 20 
years or more? 

The answer to most of these questions is no. Narcotics cooperation efforts should not be geared 
toward creating miniature models of the U.S. drug enforcement and prosecution system in individual Caribbean 
countries. Rather, it should lift the heavier responsibilities of prosecuting and punishing drug traffickers 
from the shoulders of the smaller Caribbean countries and shift more responsibility to the United States. 
Obviously this must be done with full regard and respect for the sovereignty and responsibilities of Caribbean 
nations. Nothing is more corrosive of counternarcotics cooperation in these societies than the kind of U.S. 
unilateralism reflected by the case of Dr. Alvarez Machain, a Mexican citizen forcibly brought to the United 
States in a bounty-like process. The ensuing Supreme Court decision sanctioning this action caused an uproar 
throughout Latin America and the Caribbean. More effort should be expended on updating extradition and mutual 
legal assistance agreements with Caribbean governments while, as a matter of strategy, trying to set up 
significant Caribbean drug cases so that the major offenders can be prosecuted in the United States. 
Bridging Sovereignty Barriers 

The United States should encourage the Caribbean nations to develop mechanisms to bridge jurisdictional 
divisions, particularly between the independent islands and neighboring French or Dutch dependencies, to 
permit freer information exchange and local coordination of counternarcotics enforcement actions. Sensitivity 
to issues of sovereignty can produce costly formal procedures and delays that can be exploited by drug 
criminals. Drug traffickers and money launderers must not be allowed to exploit the formalities and 
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bureaucratic procedures that exist among neighboring islands to evade apprehension. 
 
Maintaining the Regional Security System 

The eastern Caribbean Regional Security System (RSS) must be kept intact and should be retooled primarily for 
counternarcotics work. Ironically, at the very time when some in the Caribbean and the United States─for 
different reasons─are advocating wider Caribbean security cooperation, and when RSS members have signed a 
new Memorandum of Understanding that envisages this wider cooperation, U.S. eagerness to save money and 
trim overseas security assistance commitments may lead to the virtual withdrawal of funding support for the 
RSS member states' police forces. If this happens, local U.S. Coast Guard enforcement activity and drug 
eradication missions will stop. Larger countries receive security assistance as a supplement to their own 
domestic efforts, but these microstates are not able to support their RSS components from their internal 
budgets. Support from the United States and Great Britain provides essentially the sole sustenance for their 
Coast Guard and special police counternarcotics work.  
 
Supporting Regional Integration 

The United States should be supportive in principle but realistic in practice about prospects for greater 
regional integration or unification in the Caribbean. Since 1990 at least three different ideas have been put 
forward─Windward Islands unification, the West Indian Commission proposals for a CARICOM Commission and an 
Association of Caribbean States, and a prospective union among Guyana, Trinidad and Tobago, and Barbados. We 
should not be overly optimistic about the prospects of success for any of these proposals. 
 
Developing a More Sophisticated Policy Dialogue 

Finally, the United States should be more sophisticated in its political dialogue with Caribbean countries. The 
United States is constantly at risk of "overloading the circuits" of the small Caribbean countries on the 
myriad foreign policy issues worldwide that are of great interest to us but often of limited interest to them. 
More attention should be focussed on those issues of greatest immediate importance to both the Caribbean and 
to the United States, and the "background noise" of other less relevant demands should be reduced. A more 
sustained dialogue is needed on thorny issues like Cuba─in lieu of periodic, emergency requests─if the United 
States is to generate a measure of understanding and support for its positions. 

 
The Outlook 

In 1992 a regional leader said to me, "The small islands [of the Caribbean] are in trouble." I believe he is right. 
They are at risk of being bypassed, overlooked, shunted aside, and overwhelmed by big-country interests with 
which they cannot compete.  

But the United States' geographic, historic, political, and moral ties to the smaller countries of the 
democratic Caribbean are too long and deep for that outcome to be a just one. If U.S. efforts are focussed on 
meeting the challenges outlined here, I believe the United States can sustain its dialogue with the Caribbean 
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and advance U.S. interests at the same time. 
 



C H A P T E R 3
──────── 

The Dilemmas of Being Small 

Lloyd Searwar 

The small member states of the Caribbean Community (CARICOM) are belatedly recognizing that export growth 
holds the key to economic transformation at a time when most of the region's traditional industries, except 
tourism, have stagnated. This follows a quarter century of unsuccessful experiments with inward-looking 
development strategies such as socialism, import substitution policies, and, in one instance, autarkic 
development. 

It follows that the CARICOM states and other regional groupings such as the Association of Caribbean 
States (ACS) should welcome the passage of the North American Free Trade Agreement (NAFTA), which links 
the United States with Mexico and Canada, as well as the hemispheric trade liberalization initiatives first 
envisioned by the Bush administration and now reformulated by the Clinton White House. Two considerations, 
however, might dampen some Caribbean enthusiasm to these initiatives. First, greater access to large, developed 
markets has thus far not produced sufficient levels of investment in the CARICOM states. Second, unless the 
income flows are accompanied by equitable distribution policies, export-led growth can create problems such 
as high unemployment, social unrest, and the erosion of cohesiveness.  

These considerations are expressed in CARICOM policy guidelines that outline a consensus on 21st 
century economic development strategy for the region. Alluding to relationships with an expanding network 
of regional trade groupings, a 1991 CARICOM report argues the following key points:  
 

The intensification of regional economic zones implies that countries outside of those zones 
would continue to experience serious difficulties of market access and may even lose those 
which they currently have. lnsofar as regionalisation extends to financial and other forms of 
international economic[s] . . . non-participation in regional groupings of the wider kinds 
now being formed also carries the possibility of exclusion not only from the benefits of 
trade but also from concessionary finance and other non-trade assistance. For these reasons, 
Commonwealth Caribbean countries . . . should adopt a positive attitude towards membership in 
the new economic zones, taking care to strengthen the cohesion of their own sub-groupings, 
to

maximize the net benefits of the wider regional involvement, and to maintain and expand the benefits of 
economic relations with Europe and other extraregional economic zones. In this latter respect, Caribbean 
Community Member Countries would need to intensify their efforts at trade relations with Africa and the 
developing countries in Asia. The foundation partially exists through relationships formed within the framework 
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of the ACP and through links of a political and socio-culture nature. (Emphasis added.)10

This paragraph is part of a CARICOM document that formed the basis for discussion at a regional 
economic conference in Trinidad and Tobago that brought together heads of government (27 February to 1 March 
1991). The national delegations participating in the talks included the private sector, trade unions, and 
nongovernment organizations. The policy guidelines for the most part emphasized outward-oriented development, 
but the group took a markedly cautious approach toward the hemispheric trade liberalization initiatives 
proposed by the United States. The consensus was that while CARICOM as a group should explore those 
proposals, their participation in preferential trading arrangements with the European Union (EU), with the 
United States through the Caribbean Basin Initiative (CBI), and with Canada through the Caribbean-Canada Trade 
Agreement (CARIBCAN), should be maintained. 
 
The Characteristics of Small Caribbean States  

The caution of most CARICOM states reflects factors in both their history and international experience.  
 
The Vulnerabilities of Smallness  

First, the small states are vulnerable to economic turbulence and uncertainty. Their traditional industries are 
being threatened and there is a growing realization that new export industries need to be emphasized. Given 
that most of the islands have a land area of less than 300 square miles and an even more limited resource 
base, there is also a conviction that diversifying production and markets carries risks that should be offset 
by maintaining the present economic base. Second, the islands generally believe that the pooling of economic 
space is the way towards industrialization. The CARICOM states also perceive the need for greater solidarity if 
they are to survive─each nation's resources 

 
10 The formulation of these "Guidelines for Economic Development Strategy for CARICOM Countries into the Twenty-First 

Century" was the second stage in a process which had begun with a specially commissioned report (the Bourne Report) "Caribbean 
Development to the Year 2000: Challenges, Prospects, and Policies."  The Guidelines represent a synthesis of Member States' 
reactions to the Bourne Report.  
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are too limited to effectively represent its interests, and individual defense forces are insignificant. 
 
A Distinct Identity 

CARICOM's identity comes from its distinctive history, which differentiates it from that of Latin America (the 
independence movements in the CARICOM states were led by the descendants of slaves and indentured laborers). 
This identity has provided the region with the resilience to weather grave divisions and is seen as an ultimate 
security resource. 
 
Its Relationship with the United States 

CARICOM perceives its relationship with the United States as ambiguous. On the one hand, the United States 
appears to offer a means for economic development, but on the other it seems to threaten the CARICOM 
identity and its expression in regional institutions. 
 
CARICOM's Three-pronged Strategy 

The region has historically responded to the factors described above with a three-pronged strategy that aims 
to (1) maximize its political and economic space and resource availability through CARICOM, which in addition to 
a common market provides a mechanism for coordinating foreign policy; (2) maintain traditional export 
production sectors and markets by negotiating aid and trade treaties with the traditional market countries, 
especially the EU; and (3) play an activist role abroad in the developing world and establish diplomatic 
linkages with a number of African and Asian states. This asserts an identity separate from that of Latin 
America and could provide both negotiating leverage and a measure of security through diplomatic solidarity. 

Thus, in terms of economic survival, the CARICOM states historically pursued a safety-first strategy 
that emphasized maintaining traditional commodity markets and sources of aid in Europe and Canada. Its 
industrialization efforts have been confined to the creation of a regional common market. Despite occasional 
trade with other Caribbean Basin states and the negotiation of a number of "mixed commission" agreements for 
economic cooperation, the CARICOM states evinced little real interest in cultivating other Caribbean Basin 
markets and virtually none in the countries further south, except intermittently in the case of Brazil. The CBI 
and CARIBCAN were established later.  
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CARICOM as Identity  

The creation of CARICOM, in the view of a group of Caribbean experts (the Wise Men's Group), is  
 

not buried in doctrines of integration economics. CARICOM is not just the product of regional 
economic planning. Responsive as it is to the economic and political realities of the postwar 
world, Caribbean regionalism is the outgrowth of more than 300 years of West Indian 
kinship─the vagaries of the socioeconomic political history of a transplanted people from 
which is evolving a Caribbean identity. Without that element of West Indian identity a 
Community of the Caribbean would be mere markings on parchment─a Community without a soul, 
without vision of a shared destiny, without the will to persist and survive.11

Establishing a free trade area, which subsequently deepened into a common market, was based on the 
belief that industrialization could best be achieved by integrating small markets to promote import 
substitution industries. After some 20 years, however, intraregional trade remains a small part of CARICOM's 
overall economy. Such trade (mainly in the products of light industries) has nevertheless provided increased 
levels of employment, especially in the eastern Caribbean states. The light industries are heavily dependent on 
imported components, which are purchased with foreign exchange received from sales of traditional export 
commodities sold in extraregional markets. Unstable prices have eroded these foreign exchange earnings in 
recent years. As a consequence, CARICOM's light industries have faced resource (component) shortages─a
situation reflected in the virtual collapse, until very recently, of intraregional trade. 

It would be a mistake, however, to view the success of CARICOM wholly in terms of the results of the 
common market. CARICOM is just as importantly an expression of a common identity─a nationhood divided into 
several states by the ocean. Moreover, it serves two additional functions─first, it enables these small states 
to provide for themselves, on a common basis, services they could not otherwise afford or provide as 
efficiently, and, second, it enables them to speak with one voice, to negotiate as a group, and to mobilize 
diplomatic solidarity with other developing states.12 As an example, the successful mobilization of diplomatic 
 

11 "The Caribbean Community in the 1980s," a report by a group of Caribbean experts, appointed by the Caribbean Common Market 
Council of Ministers (Georgetown, Guyana: CARICOM Secretariat, 1981), 1. 

 12 The preamble to the Treaty of Chaguaramas establishing the Caribbean Community enjoins that there should be "a common front 
in relation to the external world." To achieve this objective the treaty establishes a committee of ministers responsible for foreign 
affairs and entrusts this institution with the responsibility of adopting "as far as possible common positions on major 
international issues." 
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solidarity in support of Belize against the territorial claims of Guatemala is seen as a major factor in 
preserving Belize's territorial integrity and permitting it to achieve independence. 

Despite very limited progress in trade, the member states consider the integration movement of 
utmost importance politically. Any trade agreement that appears to threaten integration will not easily 
enlist participation, even if it holds out the possibility of enhanced income. 
 
Traditional Linkages: Europe and Canada 

The diplomatic prowess of the CARICOM states, especially in the Non-Aligned Movement (NAM) in the 1970s, 
enabled them to create the African-Caribbean-Pacific (ACP) group of countries.13 The most difficult task in 
this diplomatic triumph was bridging the differences between the English-speaking and the Francophone 
African states. The ACP group provided an effective negotiating basis in the efforts to maintain traditional 
markets and sources of aid in what was then called the European Economic Community (now the European Union, 
or EU). The Lomé Convention with the EU and its successor treaties (now up to Lomé IV) have continued to 
provide guaranteed and preferential markets for such traditional commodities as sugar, bananas, rum, and 
bauxite and access to aid through stabilization mechanisms such as STABEX and SYSMIN and the European 
Development Fund (EDF), the main source of both bilateral and regional assistance to CARICOM states. The Lomé 
treaties have been critiqued with some justice as locking the CARICOM states into the structures of 
traditional export production and therefore closing off the search for new export industries. 

The Lomé treaties, however, have had wider political significance in that they have accorded a central 
role to the CARICOM states─as an integrated group─in negotiating, formulating, and implementing regional 
programs that attract assistance from the EU. The negotiations thus led to the strengthening of the regional 
movement itself. Moreover, CARICOM played a role in establishing high-level permanent joint consultative 
machinery between the EU and the ACP. This outcome is of special importance in view of the later CARICOM 
experience with the U.S.-sponsored CBI. 

As in the case of the EU, relations between the CARICOM states and Canada have been structured 
within a trade and economic cooperation treaty. The treaty was negotiated with CARICOM as a group and 
concluded in 1979. 

The treaty provided for the establishment of the Joint Trade and Economic Committee (JTEC) between 
Canada and the CARICOM states. In practice, the Caribbean nations have participated in the JTEC through 
CARICOM institutions. Although Canadian aid is provided bilaterally for the most part, the agreement provides 
for technical and financial assistance "to promote cooperation in the implementation of 

 
13 The founding conference of the ACP group was held in Georgetown, Guyana, in 1975. 
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regional programs and projects proposed by the Member States for the purpose of contributing to economic 
and social development through regional integration." 

The Western Hemisphere Commonwealth Heads of Governments Conference is an important development 
not only because it brings high-level political leaders together from Canada and the CARICOM member states 
but also because it includes the small, nonindependent English-speaking countries on the perimeters of the 
community─Anguilla, Bermuda, British Virgin Islands, Turks and Caicos, and the Cayman Islands. These small 
entities have security implications for CARICOM because some contain elements of the Western strategic 
network or have been penetrated by drug trafficking. 

At the two conferences held thus far, Canada had the opportunity to reaffirm its "conviction that the 
Caribbean Community continues to provide the most effective instrument for the rapid social and economic 
development of its Member States and for the preservation of their security." The conference has also enabled 
CARICOM to pursue a number of important political initiatives with Canada, including Canadian support to resist 
World Bank efforts to graduate a number of the small CARICOM states out of concessionary funding eligibility. 

Thus, in the negotiation and structuring of the treaties with the EU and Canada, CARICOM was accorded 
a central place, and permanent consultative and implementation machinery was established. These arrangements 
have given CARICOM a model of a consultative relationship in which its economic concerns are directly 
addressed, its identity preserved, and the integrity of its regional movement maintained─in short, security. This 
model is expected to strongly influence CARICOM's approach to participation in the movement toward 
hemispheric free trade.  
 
CARICOM's Relationship with the Developing World 

The third element in CARICOM's strategy has been its relationship with the developing world, especially its ties 
to African and Asian states. Several CARICOM member states have played major roles and taken high profile 
stances in Third World movements, particularly with the NAM and the Group of '77. They have sought these 
forward positions, despite their very limited diplomatic resources, for several reasons.  

Linkages with nonaligned states, particularly with African and Asian states that tend to view Latin 
America as an outpost of Europe, were assertions of CARICOM's autonomy from Latin America and have been 
perceived as a source of security through diplomatic solidarity. These small, newly independent 
English-speaking states, whose institutions appeared (to those unfamiliar with British constitutional 
conventions) to maintain ties with the British Crown, encountered a hostile Latin America when they sought 
membership in the Organization of American States (OAS). Although geography made them members of the Latin 
American group in the United Nations (UN) and its agencies, they were excluded from the allocation of "seats" 
in international bodies to 
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which the group was entitled. The diplomatic solidarity also enabled them to counter the territorial threats to 
Guyana and Belize from Venezuela and Guatemala, respectively. 

CARICOM nations also found support from the developing countries of Africa and Asia for their unique 
economic concerns as small states with undiversified economies. These same concerns distinguished them from 
Latin America in negotiations within the UN system, despite their membership in the Latin American group. The 
major Latin American countries were interested in market access for manufactures, technology transfer, and 
private sector investment, while the CARICOM nations focussed on maintaining stable remunerative prices and 
markets for their traditional export commodities and retaining the flow of official development assistance. 
CARICOM's leadership role among the developing nations has provided it with leverage in negotiating with 
major states─for example, talks with the EU that led to the conclusion of the Lomé Conventions. 
 
CARICOM and the United States 

When the United States put together the CBI─its most comprehensive foreign policy approach to the region─it 
was not responsive to CARICOM negotiations. The integration process was in no sense strengthened by 
negotiations, nor was there any institutional spinoff in the form of permanent consultative machinery. The 
process stood in contrast to CARICOM's dealings with Canada and Europe. 

The initial proposal for establishing what was originally described as a Marshall Plan for the 
Caribbean came from CARICOM leadership, in particular Prime Minister Edward Seaga of Jamaica. When the 
United States responded positively, CARICOM, in the light of its negotiating experience with the EU, immediately 
established joint positions with the Dominican Republic, Haiti, and Suriname, and began coordinating its 
approach with the Central American Common Market, which was expected to participate in the CBI. 

Regional cooperation was inhibited from the beginning, however, when the United States indicated that 
a number of countries with "left-leaning" regimes (such as Grenada and Guyana in CARICOM and Suriname, Cuba, 
and Nicaragua in the wider region) would not qualify as CBI beneficiaries. These exclusions led to the early 
withdrawal of Canada, Mexico, and Venezuela from the initially proposed donor group, the Nassau Four, and the 
CBI became an exclusively U.S. initiative. 

As a first step CARICOM summoned a meeting of its Standing Committee of Ministers Responsible for 
Foreign Affairs, which was held in Jamaica in September 1981. The foreign ministers produced a set of 
principles and guidelines for a program of economic cooperation with the United States, which essentially 
defended the integrity of the integration process. These principles were immediately adopted by the ministerial 
representatives of the Dominican Republic and Haiti. 

One month later, however, a meeting in the Dominican Republic to work out a coordinated approach 
with the Central American countries attracted only low-level representation from two countries, El Salvador 
and Honduras. Moreover, when representatives from the United States, Canada, and Venezuela met the next day 
(Mexico for all practical purposes having already withdrawn), sharp differences of opinion were expressed 
between the proposed donor states. Although that meeting ended in agreement that "the Foreign Ministers of 
the wider Caribbean and the Foreign Ministers of the Nassau Group should consider a possible joint meeting 
only after they have both had their separate meetings," this merely papered over the difficulties caused by the 
United States' apparent lack of interest in a negotiation process. The envisaged meetings were never held. 
The United States unilaterally promulgated the CBI in February 1982. 
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By refusing to negotiate with the CARICOM group, excluding certain CARICOM states from participating 
in the project, showing its preference for a bilateral CBI, and failing to provide for joint consultative 
institutions, the United States put the integration process under severe strain. 
 
The Limits of the CBI 

The CBI is clearly valuable because it provides Caribbean products duty-free access to the U.S. market. It has 
failed, however, to meet expectations that it would serve as an instrument for development. The initial duty-
free provisions were of limited value because some 80 percent of all Caribbean exports were already entering 
the United States duty free. Moreover, some of the more important regional exports such as textiles, leather 
goods, sugar, and rum were excluded from the agreement. Trade between the United States and the Caribbean, in 
fact, initially fell off after the CBI was implemented in 1984. Contrary to expectations, Caribbean exports to 
the United States did not start growing until the 1990s, well after the CBI was launched. As Caribbean 
exports to the United States rose from $7.5 billion in 1990 to $10 billion in 1993, the U.S. trade surplus with 
the area fell from more than $1.5 billion to just over $500 million, before beginning to climb again. 

More important, investment flows have been insignificant─even in Jamaica, whose investment 
promotion efforts were assisted by a special committee chaired by David Rockefeller. The entry of new, large 
U.S. corporations into the CARICOM region has been very disappointing─some corporations, in fact, have left. 
 
The CBI II 

Unlike its predecessor, CBI II (passed in August 1990) is of unlimited duration and improves or creates access 
for certain additional CARICOM exports, including leather-related products. Moreover, Congress has urged that 
special efforts be undertaken to improve CBI utilization in the very small island states of the eastern 
Caribbean and in Belize. CARICOM welcomes these improvements, but, because it is aware of the potential impact 
of hostile lobbies on the U.S. political process, it remains cautious. 
 
A Preference for the Bilateral 

The U.S. preference for bilateral relations with the CARICOM states reflects not only the asymmetrical power 
relationship but also the Caribbean Community's demonstrated capacity to take joint positions that could be 
interpreted as inimical to U.S. foreign policy interests. Examples include the joint declaration by CARICOM 
heads of government to establish diplomatic relations with Cuba (1972), thus effectively breaking that country's 
diplomatic isolation; the concerns voiced by CARICOM foreign ministers regarding the economic sanctions 
against Nicaragua (1985); and the searching critique of the CBI at the CARICOM summit in Georgetown (1986). 

It may also be the case, as Vaughan Lewis has argued, that in view of the Caribbean's geostrategic 
significance and its importance as a transit area for vital supplies, the United States may believe that there 
is  
 

a general incapacity, because of smallness and weakness, on the part of the Caribbean 
countries to maintain autonomous positions in relationships with peers, institutions or groups 
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deemed potentially hostile to the United States Government to act preemptively and 
negatively towards the countries when they appear to be becoming involved in such 
relationships. Caribbean states' assertion of "sovereign rights" are not accepted as 
legitimate, or are deemed momentarily subordinate to the protection of U.S. interest.14

The Expansion Scenario 

Other states can apply for CARICOM membership under the provisions of its founding charter, the Treaty of 
Chaguaramas.15 CARICOM has long discussed its membership strategy, favoring deepening over widening. But the 
unspoken issue has to do with CARICOM's unique identity. After years of clamoring for admittance, the 
Dominican Republic, Haiti, and Suriname were permitted to attend, as observers only, some of the Standing 
Committees of Ministers meetings, which administer functional cooperation in nonsensitive areas. They were 
not, however, allowed to attend meetings of the key CARICOM institutions, such as the Conference of Heads of 
Government, the Common Market Council, and the Standing Committee of Ministers Responsible for Foreign 
Affairs. More recently, Venezuela, Puerto Rico, and the Netherlands Antilles have been given similar limited 
observer status. How long can they be kept out of CARICOM's organs and major institutions? 

Incursions into the external mechanisms have traditionally been the preserve of CARICOM diplomacy. The 
Dominican Republic and Haiti were admitted into the ACP group and receive EU assistance and trade access 
under the Lomé Conventions. The Dominican Republic's export of bananas to the EU has already produced 
conflict with CARICOM.  

 
14 Vaughan A. Lewis, "Geopolitical Realities in the Caribbean, with Special Reference to the Anglophone Caribbean" in Ten 

Years of CARICOM (Washington, DC: IADB, 1984), 59. 

 15 The Treaty of Chaguaramas provides for membership by "any other state of the Caribbean Region that is in the opinion of the 
[Heads of Government] Conference able and willing to exercise the rights and assume the obligations of membership."  The treaty 
does not define "Caribbean Region." 

The NAM, long the main instrument for CARICOM states' diplomatic access to African and Asian 
countries, may be on the point of disintegration. There is the mounting awareness that there are no fixed 
points left. 

Outward-oriented development is steadily seen as inevitable, but somewhere along the road there 
lurks CARICOM's nightmare scenario in which these small states, once termed by De Gaulle as "specks of dust," 
might be reduced to Export Promotion Zones (EPZs) and tourist paradises. With governments under siege from 
the large contingents of the unemployed and impoverished, there could emerge in the late 1990s a different 
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range of security risks for the United States, through (1) political instabilities, (2) the further spread of 
drug trafficking in the region, and (3) rapidly mounting pressures toward migration. 
 
A Sympathetic Response 

The considerations described above make it imperative that the United States, or alternatively, NAFTA, respond 
to CARICOM's or the ACS's cautious but earnest interest in enhancing trade policy. The ensuing process needs 
to consider the region's peculiar problems and needs, including the need to safeguard the integrity of the 
regional movement and the identity of its peoples, so strongly interlinked with security. It is to no one's 
advantage to allow the Caribbean to remain at a competitive disadvantage economically. This is at the heart of 
some of the arguments supporting the need for parity between NAFTA and CBI benefits.16 Some elements of a 
new approach, from both the CARICOM and U.S. perspectives, are suggested below: 
 
CARICOM 

Ë In a world turning toward major trading regions (which will likely favor increased 
protectionism), interest in the fate of small states will diminish. CARICOM must therefore 
look nearer to home for the sources of security and development. 

 
16 See chapter 4 of this report. 
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Ë The integration movement (the Common Market), now structured primarily to promote 
intraregional trade via import substitution, must be reorganized to support export production 
and trade. This will require low tariff barriers as an alternative to full reciprocity. 

 
Ë There must be greater reliance on foreign direct investment, rather than on official 

borrowing or grants, to finance capital needs. 
 

Ë The risk that involvement in a hemispheric trade bloc might harm traditional preferential 
markets must be faced. It should be noted that such preferences are being eroded even 
without a hemispheric trade agreement, and the Caribbean export sector must look to new 
markets. 

 
Ë While the CARICOM achievements in multilateral diplomacy have been impressive, representation 

within the complex U.S. political system must be enhanced to ensure that CARICOM's peculiar 
needs and potential are understood. 

 
Ë New leadership roles within the hemisphere, comparable to those played so effectively in the 

Third World, must be sought. One example might be promoting intraregional economic 
cooperation between the Caribbean and Latin America. 

 
The United States 

Ë The CARICOM states, though small, have remarkable diplomatic prowess at the international 
level and could be useful allies in articulating U.S. viewpoints and interests not only to 
developing countries but also in global and regional fora, including the OAS, where they 
now represent nearly half the membership. 

 
Ë Despite their small, undiversified economies and limited resources, the CARICOM states' long 

commitment to democracy, their location, their institutions informed by Western values, high 
education levels, and comparatively low wage rates, can provide a production base with clear 
export advantages. 

 
Ë Finally, agreements should be fashioned that, within the projected larger free trade bloc, 

would take into account through institutionalized consultation the unique vulnerabilities and 
needs of this grouping of English-speaking states. 
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C H A P T E R 4
──────── 

CBI and NAFTA Provisions 
Compared  

Stephen Lande and Nellis Crigler 

Caribbean Basin Initiative (CBI) beneficiary countries and the U.S. companies operating within them greeted 
implementation of the North American Free Trade Agreement (NAFTA) on January 1, 1994 with both relief and 
concern. 

Both the Bush and Clinton administrations had convinced CBI beneficiaries that approval of NAFTA was 
in their best interest. U.S. officials argued that NAFTA's defeat would deal a death blow to the Uruguay Round 
of GATT negotiations, doom prospects for hemispheric free trade, and usher in an era of U.S. protectionism. 
They also pointed out that economic growth sparked by NAFTA would increase North American demand for 
Caribbean Basin products. 

While accepting these premises, CBI beneficiaries harbored genuine and well founded concerns about 
competing with Mexico under NAFTA─these concerns have proven at least partially correct. The CBI program, 
implemented in 1984, had encouraged growth in nontraditional exports from the region; these exports would 
now face competition from Mexico─which, under NAFTA, would have the advantage of more secure and 
comprehensive tariff concessions than those offered through the CBI. The major threat is to apparel exports 
from the region.  

In addition, unlike CBI, NAFTA covers such areas as services, dispute settlement, standards, and 
intellectual property rights that attract foreign investment. After nearly a year and a half since NAFTA's 
implementation, evidence appears to indicate that the combination of trade and trade-related concessions is, 
in certain sectors, already causing a diversion of exports and investment from the Caribbean Basin to Mexico.  

In response, proposals were developed for minimizing any damage to CBI countries from NAFTA. In the 
short term, focus has been on enactment of so-called parity legislation that would provide NAFTA trade 
benefits not currently available under CBI. Even if this legislation is enacted, however, CBI countries will 
still be at an increasing disadvantage to Mexico given the scope and security of NAFTA. Thus, the 
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parity legislation includes ongoing steps to assure that CBI beneficiaries are NAFTA-ready and eventually are 
given the opportunity to join NAFTA. 

Elements of a more comprehensive CBI approach are:  
 

Ë Enactment by the United States of measures providing parity of access for apparel and other 
products not currently covered by the CBI. 

 
Ë U.S. assurances that any extension of fast track trade negotiating authority would provide 

for NAFTA accession negotiations with CBI beneficiaries.  
 

Ë Intensification of internal reform by CBI countries.  
 

Ë Negotiation of specific agreements that would not only serve as building blocks to eventual 
accession to NAFTA but would also promote CBI exports and investment in the interim.   

 
Efforts to enact parity legislation in the 103rd Congress were unsuccessful. This year, bills 

introduced by Philip Crane (HR 553) in the House of Representatives and Bob Graham (S-529) in the Senate, 
with broad bipartisan support from the members of the Ways and Means and Finance Committees, would provide 
NAFTA-like treatment to apparel and other exempted manufactured products. HR 553 as recently reported out 
of the Trade Subcommittee of the Ways and Means Committee, requires that beneficiaries of parity provisions 
enter into building block agreements containing world class obligations for treatment of foreign investment 
and protection of intellectual property rights. Finally, the Crane bill establishes procedures to facilitate 
NAFTA accession no later than 2005, the target date for implementing the Free Trade Agreement of the 
Americas (FTAA), as put forth at the Miami Summit of the Americas in December 1994. 
 
Product Coverage: NAFTA's Superiority to CBI  

The major negative effect of duty eliminations under NAFTA is its impact on the relative competitiveness of CBI 
and Mexican imports. There are four types of effects: (1) for products currently under the general system of 
preferences (GSP) and CBI, NAFTA provides more secure duty-free treatment; (2) for products under CBI where 
duties were eliminated when NAFTA was implemented, CBI immediately loses its preferential margin; (3) for 
products under CBI where NAFTA provides for a phaseout of duties, CBI preferential margins will be eliminated 
only over a period of time, and (4) for those products excluded from CBI duty-free treatment, NAFTA will give 
Mexico a definite and growing advantage. This last case represents the major challenge to CBI. The timing of 
duty reductions and the relative competitiveness of Mexican production will significantly affect NAFTA's 
impact on individual product groups.  

Apparel, rubber and nonrubber footwear, leather and leather-related products, and petroleum and 
petroleum products are significant products that are excluded from CBI duty-free treatment. Important CBI 
agricultural products currently or imminently subject to prohibitive duties under tariff rate quotas (TRQs) 
include sugar, beef, and certain types of cigarette tobacco. These will face increasingly large preferential 
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margins in favor of Mexico. 
 
Apparel  

Importance to CBI beneficiaries. The primary product concerns for CBI beneficiaries are the textiles and textile 
products that are excluded from CBI duty-free treatment. These products are the region's most important 
nontraditional export, accounting for about 30 percent of total U.S. imports from the region. The major 
interest is apparel, although fabric, yarn, and fabric home furnishings are significant. 

The viability of at least parts of the CBI apparel industry will remain under threat as long as parity 
legislation is not enacted. There are already indications that some U.S. subcontractors are switching to 
Mexican sources; plans to invest in the region are being delayed or cancelled, and actual operators may be 
moving to Mexico. Apparel assembly is easily substituted and plants can be shifted from country to country 
with little disruption. 
 

NAFTA rules. Apparel trade is subject to complex regimes in the global, CBI, and NAFTA contexts. U.S. 
duties on apparel are among the highest in the tariff schedule, usually at levels ranging from 10 to 25 
percent. Most imports from Mexico and CBI are produced in maquiladora sewing operations using parts cut in 
the United States. Duties on this type of apparel (HTS 9802, formerly 867) are assessed only on the non-U.S. 
value added portion of the production process, which reduces the actual duty paid by 70 or 80 percent 
compared to duties paid on identical products made from non-U.S. cut components. 

U.S. imports of textiles and apparel are also subject to quantitative restrictions (QRs) originally 
implemented under the terms of the Multi-Fiber Arrangement (MFA). Although the MFA was not renewed in the 
Uruguay Round, its quota regime will only be phased out over 10 years. QRs are applied to specific categories 
of apparel, such as woven men's man-made fiber pants, knitted cotton women's blouses, wool suits, and in 
other cases where imports from specific countries are found to be disrupting or threatening to disrupt 
domestic markets. 

Special rules for QRs were applicable to certain imports from Mexico and the CBI even before NAFTA 
was negotiated. In addition to the lower tariffs, imports produced from fabric knitted or woven in the United 
States (the 807A provision) benefitted from special access under the Special Regime (SR) for Mexico and 
Guaranteed Access Levels (GALs) for CBI. This apparel is largely free of QRs as long as products in the same 
category ineligible for 807A treatment are subject to QRs known as specific limits (SLs). 

NAFTA provides more generous duty and QR treatment for certain apparel imported from Mexico than 
provided under the current regime. The degree of more favorable treatment depends on whether the Mexican 
apparel qualifies for full NAFTA benefits. Even nonqualifying apparel, however, benefits from some special 
(but less generous) treatment.  

The general rule for a qualifying product is the "yarn forward" rule─the product must be sewn in 
Mexico from yarn spun and fabric formed and cut within a NAFTA country. There are a number of exceptions to 
this rule, however. Apparel sewn in Mexico from fabrics specified as being in short supply (Harris tweed, 
velveteen, fine wale corduroy, certain shirting cotton, and cotton/manmade fiber blends for shirting) also 
qualifies for NAFTA treatment, regardless of the fabric origin. On the other hand, manmade fiber sweaters are 
subject to a stricter "fiber forward" rule whereby the fiber used to produce the yarn must also be produced 
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within NAFTA. 
Maquiladora apparel sewn from U.S.-cut and formed fabric under the SR also qualifies under NAFTA, 

even if it does not meet the yarn forward rule.   
Quotas were eliminated for all categories of qualifying apparel from Mexico immediately upon NAFTA 

implementation. In addition, duties were completely eliminated on all 807A imports, not just the duty on the 
U.S. component. Duties on the remaining qualifying apparel were either eliminated on January 1, 1994 or are 
being phased out in almost all cases by January 1, 1999. 

Nonqualifying apparel from Mexico does not receive any special quota treatment but is subject to duty 
preferences up to a given quantity, known as tariff preference levels (TPLs). There are two TPLs. Under the 
first, duties are reduced on up to 45 million square meters of cotton and manmade fiber apparel and 1.5 
million square meters of wool apparel assembled in Mexico but not meeting NAFTA origin rules. A second TPL 
of 25 million square meters covers nonqualifying apparel assembled from fabric cut but not formed in the 
United States (non-807A maquiladora or 807 apparel). 
 

NAFTA's impact on CBI. The major U.S. import from the Caribbean Basin is coproduced apparel that is 
sewn in the region from fabric cut and formed in the United States. Duty is paid on the non-U.S. value added 
and its quota-free status is sometimes conditioned on subjecting other products in the same category to SLs. 
Similar products imported from Mexico are completely duty free and automatically enter quota free without 
having to agree to other limitations.  

CBI assembles apparel from fabric cut but not formed in the United States. These products do not 
qualify for QR free entry but do qualify for immediate or phased out duty-free treatment up to the TPL.  

The CBI also manufactures apparel from fabric directly imported from non-U.S. sources. These products 
have more value added than those using fabric cut in the United States. They are, however, subject to full 
duties upon entry into the United States. Similar production in Mexico now qualifies for preferential duty 
entry up to the TPL. 

Although the amount of apparel entering from Mexico under TPLs remains far below allowable levels, 
its attraction to investors should not be underestimated. Mexico has the right to allocate duty-free 
preference levels to any supplier and to any product it wishes. There is nothing to prevent it from 
increasing future allocation of TPLs up to allowable amounts.  

Without NAFTA parity, decisions about where to produce apparel─Mexico or countries in the Caribbean 
Basin─will be affected by the opportunity to gain TPLs in Mexico. Even companies that plan to limit 
production to qualifying products (non-TPL) would most likely prefer the flexibility that access to TPLs would 
give.  

Nevertheless, for the CBI region, parity in 807A production is more important than the limited duty-
free advantages under TPLs. Thus, the region would accept dropping or limiting TPLs if politically required to 
assure the passage of parity. Some members of the Congressional Textile Caucus have indicated a willingness to 
not oppose parity if TPLs (which allow preferences to be extended to apparel produced from third-country 
fabric) are either excluded or strictly controlled.  

Apparel produced from indigenous materials is not eligible for duty-free or special quota access 
under CBI. Under NAFTA, apparel produced from Mexican materials enters under preferential duty rates and is 
exempt from QRs. Although such apparel is not yet a significant CBI export, cotton and wool production is 
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important in many disadvantaged regions within the Caribbean. Locally produced yarns and fabrics would also 
add significant value-added to production.  
 
Other Manufactured Product Exclusions 

In addition to textiles and textile products, the original CBI legislation excluded from duty-free treatment all 
footwear, leather and leather goods (wallets, luggage, flat goods, leather apparel), canned tuna fish, 
petroleum and petroleum products, and watches made from parts produced in Communist countries.  

This was amended somewhat by the CBI II legislation passed in August 1990, which provided for a 
phased-in duty reduction of up to 20 percent for the exclusions, except footwear, textiles, and textile 
products. It also provided for duty-free treatment for products assembled in the region entirely from U.S. 
components, except for textiles and textile products. 

Parity for these products is not as pressing as it is for apparel. With the exception of petroleum 
and petroleum product imports, which are subject to low most favored nation (MFN) duties, imports from the 
region of these products are currently small. For most of these products, NAFTA duties will be phased out 
over a 10- or 15-year period, giving Caribbean Basin producers time to adjust. Finally, non-textile exceptions 
assembled from U.S. origin components enter duty free. Sizeable exports of footwear 
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coproduced in the Dominican Republic and the United States are entering duty free under this coproduction 
provision.  

On the other hand, many of the exclusions from CBI duty-free treatment are labor intensive, low cost 
products. Duty-free treatment would also allow components to be produced in the region. Since the Far East 
already dominates the U.S. market for these products and their components, any displacement from CBI exports 
would only have a limited impact on U.S. production and jobs since it would represent a diversion from other 
sources.   
 
Sugar 

U.S. imports of Mexican sugar will remain subject to TRQs, with prohibitive duties on amounts above the quota, 
until 2009. This should provide some protection from CBI sugar being displaced in the U.S. market by Mexican 
imports. Well before 2009, CBI beneficiaries producing sugar should gain NAFTA treatment by accessing the 
agreement. 

The sugar program is almost as complex as the regime for apparel. Each year, the U.S. Department of 
Agriculture (USDA) estimates expected U.S. sugar consumption and production for the following year. It then 
estimates how much sugar can be imported without driving U.S. producer prices below support levels 
established by Congress. (The sugar program prohibits budgetary expenditures to support prices, and therefore 
the burden of maintaining price levels falls squarely on restricting imports.)  

A two-tier tariff or TRQ program is used to limit sugar imports from any country. Countries can 
export up to their quota allocation at low or zero duty rates; shipments above that rate are subject to 
prohibitive duties. The amount of sugar that the USDA estimates can be imported without disrupting support 
levels becomes the amount of sugar that can be imported under the low duty tranche of a TRQ. This amount is 
subdivided among individual suppliers according to a formula based on historical market shares. (Interestingly, 
the base years used for the calculations provide as large a share of allocations as possible for CBI 
countries.)   

Mexican sugar will only gain complete duty-free access in marketing year 2009-2010. Until then 
Mexico will be guaranteed duty-free entry only up to the boat load level of 7,258 metric tons, which is 
equivalent to the current allocation for individual countries in a basket category reserved for small 
suppliers. This amount will increase automatically to the highest duty-free allocation received by any country 
in the basket.  

The allocation can be increased above the guaranteed level in any year in which Mexico is estimated to 
be a net surplus producer and the surplus exceeds the guaranteed amount. The net production surplus is 
defined as the amount by which sugar production exceeds consumption of sugar and high fructose corn 
sweeteners. In that case, Mexico will be able to ship an amount equivalent to its projected surplus 
production.  

For the first six years of NAFTA (until marketing year 2000-2001) the maximum duty-free allocation 
for the exportable Mexican surplus production is capped at 25,000 
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metric tons, an amount not considered large enough to disrupt Caribbean suppliers' stake in the U.S. market.  
Between market years 2000-2001 and 2009-2010, the amount can be increased to 250,000 metric tons, 

which would be close to 20 percent of the total low duty allocation for the world during 1994. A multimillion 
dollar investment in the Mexican sugar industry would be required, however, to increase capacity to the level 
necessary to become a significant surplus producer. Such an investment is doubtful, because Mexico is a high 
price supplier and the U.S. sugar program could be liberalized at any time in the future, obliterating the 
advantages of NAFTA (the U.S. had no sugar import quotas for a time during the 1970s). 

Sugar remains an important export product for most CBI countries. Thus, although the chances are 
remote that Mexico would be able to generate a sufficient surplus to take advantage of the higher cap in 
effect between marketing years 2000-2001 and 2009-10, CBI countries must closely monitor Mexican production 
and exports and be ready to take political action in the United States to prevent dislocation.  
 
Other Agricultural Products 

With the exception of sugar, agricultural products from CBI countries entered the United States duty free. 
NAFTA would have merely levelled the playing field for Mexican products in many of these cases by eliminating 
CBI's preferential margin.  

What has occurred, however, is that the United States is now introducing TRQs on a number of CBI 
agricultural imports, most notably beef and most cigarette tobacco. CBI products are not exempt from the high 
duty tranche of these quotas.  

The TRQs on beef are part of a "tariffication" process called for in the Uruguay Round, under which 
QRs are to be replaced by more transparent and more easily reduced tariffs. The problem for CBI countries is 
that its beef has never been subject to QRs. The United States maintained the right to impose QRs on beef 
imports, but voluntary agreements with the largest suppliers (Australia and New Zealand) at times of heavy 
supplies in the United States eliminated the need to limit CBI exports. Thus, beef imports from CBI entered duty 
free without any limitation. Unless negotiations result in a higher allocation, CBI exports of beef to the 
United States will be sharply reduced under the TRQ regime. 

With respect to tobacco, the Uruguay Round implementing legislation authorized the United States to 
negotiate TRQs to replace GATT illegal mixing restrictions. Central America, including the only major exporter 
to the United States, Guatemala, will be subject to TRQs. Under CBI, the product was completely duty free. 
Unlike the case in beef, the duty-free portion of the TRQ should be sufficient to cover current and potential 
shipments over the next few years. The tobacco TRQ, however, will prevent potential new suppliers, such as 
Nicaragua, from shipping sizeable quantities to the United States. 
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The situation may worsen in the future if TRQs are applied to other CBI agricultural exports such as 
horticulture. Under U.S. law, if TRQs are applied, the high duty tranche automatically supersedes CBI duty-free 
treatment.   
 
Other Trade Provisions─NAFTA Has More Advantages  

Origin Rules 

NAFTA origin rules have a number of advantages over CBI origin rules.  
 

Ë Under NAFTA, U.S., Mexican, and Canadian inputs are interchangeable in achieving NAFTA origin. 
The Mexican and the third country value incorporated in these products enter the United 
States duty free. Under the CBI, however, a product containing U.S. components is not 
eligible for duty-free treatment unless the CBI content equals at least 20 percent of its 
direct cost of processing and the product is substantially transformed (meaning a new and 
different product is produced in a Caribbean country). This means products assembled in CBI 
countries from U.S. components often fail to meet CBI origin requirements, and duty is 
assessed on the foreign value added.  

 
Ë Any Mexican product eligible for NAFTA duty-free entry into the United States can freely 

circulate to other NAFTA countries. Thus, U.S. materials or components assembled in Mexico are 
eligible to enter Canada duty free. The same product assembled in CBI countries receives no 
preferences in either Canada or Mexico, even if it meets CBI rules for duty-free entry into 
the United States.  

 
Ë Components from CBI countries also do not count towards NAFTA origin. Caribbean rum bottled 

in Canada and reexported to the United States, for example, is denied duty-free treatment. 
NAFTA preferences, by contrast, extend to Mexican rum bottled in Canada and sold in the 
United States.  

 
Ë Modification of NAFTA origin rules requires agreement among the NAFTA partners. The United 

States can unilaterally change CBI origin rules and CBI countries have no recourse to 
challenge such changes.  

 
Ë NAFTA parties have recourse to dispute settlement procedures should they disagree on 

questions of origin. There is no comparable dispute settlement mechanisms under CBI. 
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Arbitrary Countervailing and Antidumping Actions 

NAFTA also provides some protection against duty increases under U.S. antidumping and countervailing duty law. 
NAFTA provides for binational panels to review antidumping and countervailing duty orders challenged by any 
of the parties. CBI does not provide any mechanism for review of unfair trade practice cases. On the other 
hand, CBI provisions include rules against cumulation, which make it difficult to make affirmative injury 
determinations against imports from the region.  
 
Security of Concessions 

CBI concessions can be withdrawn or reduced unilaterally by the United States at any time. CBI countries have 
no recourse to dispute settlement. NAFTA concessions are contractual and can only be withdrawn or reduced 
through specific procedures. Any such action is subject to dispute settlement. 

This insecurity cannot be addressed effectively through parity legislation because, in the absence of a 
contractual arrangement, the United States retains the right to unilaterally withdraw concessions. 
Concessions can only become secure when CBI countries accede to NAFTA or enter into contractual relations 
with the United States. 

Before NAFTA was implemented, CBI countries had more secure duty-free access into the U.S. market 
than Mexico did. Mexico was a beneficiary of the GSP system, and about 20 percent of its imports entered duty 
free under this program. GSP concessions were less secure than those under CBI, and the GSP required an 
annual product review which could lead to imports from any country losing duty-free status.  

CBI is a permanent program and can only be terminated through legislation. GSP must be renewed 
periodically and in fact will expire August 1, 1995, unless renewed. CBI has no annual product review or 
competitive need limitations and the U.S. administration is circumscribed in its unilateral right to withdraw 
specific CBI benefits. Products are usually only removed from CBI if found to directly contribute to serious 
injury.  

Mexico's GSP products were granted immediate contractual duty-free treatment under NAFTA, 
reversing the situation.  
 

Country removal. A major insecurity of CBI is that the U.S. president can withdraw or suspend the 
designation of any country or withdraw, suspend, or limit the application of duty-free treatment for any 
eligible article of that country if he determines that, based on changed circumstances, that country would not 
have met the original criteria for designation. The decision is made unilaterally by the United States. Panama, 
for example, was removed from CBI designation during the Noriega administration. (Haiti never formally lost its 
CBI designation, although the designation lost much of its significance during the embargo periods.)  
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The United States can withdraw from NAFTA, but it is highly unlikely to do so. Withdrawal would have 
serious political and economic consequences far beyond the immediate trade impact.  

 
Labor provisions. Investigations involving alleged labor rights violations are a significant threat to 

the continuation of CBI eligibility and are another important source of insecurity. Several CBI beneficiaries, 
including Costa Rica, the Dominican Republic, El Salvador, Guatemala, and Panama, have been or are currently 
subject to GSP reviews on labor rights grounds. U.S. labor unions prefer the GSP/CBI labor provisions to the 
NAFTA provisions because they allow and in some cases require the United States to unilaterally withdraw 
preferential treatment.  

The NAFTA side agreement on labor provides for violations of labor rights to be brought before a 
NAFTA tribunal. Investors in Mexico, unlike in CBI beneficiaries, do not risk losing trade concessions over this 
issue. The only risk to investors under NAFTA is a possible fine on imports produced by workers affected by a 
persistent lack of enforcement of worker safety, minimum wage, and child labor standards, and this only 
after a long and rigorous period of review in which Mexico would be an active participant.   
 
Product removal. In addition to removing a country from eligibility, the United States can also reduce benefits 
if a country is found to be in violation of eligibility requirements. Products could be removed from CBI and 
eligibility rules changed at any time through legislation. The United States cannot act unilaterally under 
NAFTA to withdraw concessions.   
 
Other Superior NAFTA Provisions  

Both NAFTA and CBI cover a number of trade-related areas. CBI covers them indirectly through the 
establishment of criteria for country designation. Annual GSP country reviews could also result in removal of 
a country from CBI eligibility or a reduction in benefits. NAFTA addresses these issues through contractual 
arrangements.  NAFTA covers a number of areas of interest to foreign investors that are not addressed 
under CBI. Foreign investment, services, temporary entry of business persons, and standards setting are areas 
where NAFTA offers greater protection to investors than does CBI. 
 
Investment 

NAFTA provisions on investment offer far greater assurances than CBI. NAFTA guarantees U.S. investors the 
better of national or MFN treatment, access to most sectors of the economy, and access to international 
arbitration in case of investor-state disputes.  

CBI eligibility requirements address only investment disputes and arbitral awards. They neither grant 
MFN or national treatment to investors nor deal with problems of access to specific sectors. 

Conditions for CBI eligibility allow the United States to remove a country or reduce benefits for 
expropriation of U.S. investment or failure to honor arbitration rewards, but there is no requirement to take 
such action and procedures for review and investigation of countries are clumsy. Thus investors prefer the 
protection of NAFTA because they are assured relief if they win the arbitration. 
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Services   

NAFTA concessions in the services sector are also likely to attract investment to Mexico. CBI provisions or 
conditions do not address services. 
 

Financial services. NAFTA allows U.S. and Canadian financial institutions to establish subsidiaries in 
Mexico. There will be limits on market share during an initial transition period ending in 2004. CBI does not 
address financial services. 
 

Telecommunications. NAFTA calls for the reasonable and nondiscriminatory availability of public 
telecommunications networks and services, and imposes discipline on monopoly providers. CBI does not address 
telecommunications. 
 

Surface transportation. NAFTA includes a schedule for removing many barriers to surface 
transportation, particularly those affecting truck operators and, to varying degrees, rail and land-side 
aspects of marine transport. CBI has no similar provisions. 
 

Temporary entry for business persons. NAFTA contains provisions guaranteeing business professionals 
the right to enter NAFTA countries and to work for NAFTA enterprises. These provisions assure potential 
investors that managerial and technical personnel will be available. CBI does not address this issue. 
 

Participation in standards setting. The need to meet divergent and fluctuating standards, which are 
sometimes disguised trade barriers, can be a major impediment to crossborder movement of services and goods. 
Standards include health, safety, labelling, and sanitary and phytosanitary requirements to protect workers, 
producers, and consumers. Foreign services providers (lawyers, engineers, etc.) can also confront barriers in 
the form of local professional certification requirements. 

In its chapters or subchapters on sanitary and phytosanitary measures, standard related measures and 
services, NAFTA contains procedures for upward harmonization of standards and requirements, mutual 
recognition of certifying organizations, and dispute settlement in cases where standards unjustifiably 
interfere with trade. CBI does not address this issue. 
 
Superior CBI Provisions  

CBI does have some advantages over NAFTA. These include (1) temporary preferential margins over Mexico for a 
number of sensitive products; (2) the exclusion from cumulation in antidumping and countervailing cases; (3) 
full access to duty drawback; and, (4) access to Section 936 development funds from Puerto Rico.  
 
Temporary Tariff Preferences  

Duties on about 50 percent of U.S. imports from Mexico are subject to phased, rather than immediate, 
elimination under NAFTA. Until duties are eliminated, CBI countries will enjoy a margin of preference, although 
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this will decrease each year. This margin does not exist for products excluded from CBI, such as apparel. 
 
Cumulation 

In countervailing and antidumping injury investigations, the U.S. International Trade Commission considers 
imports from all countries subject to complaint. Thus even if imports from a single supplier by themselves 
are not materially injuring U.S. producers, that country is still included in any final affirmative 
determination. The only exception to "cumulation" occurs when the quantity of imports derived from a country 
is considered to be de minimis.

Imports from CBI beneficiaries are not cumulated with imports from other countries in these 
investigations. Since CBI products usually have only small market penetration, this provision will shield them 
in most cases from dumping duties when they are not major suppliers to the U.S. market.  

There is no NAFTA exemption for Mexico from cumulation. Mexican imports can be subject to penalty 
duties in unfair trade cases even if by themselves they are not causing material injury. 
 
Access to 936 Funds 

CBI beneficiaries are also eligible for low cost Section 936 funds─private sector funds deposited in Puerto 
Rico that benefit from special tax treatment as long as they are not repatriated to the United States. These 
deposits can be used for investments in the CBI beneficiary countries. The corporate tax concessions on which 
this benefit is based, however, are under constant attack by the U.S. Congress.  

Mexico has no access to Section 936 funds, although investment funds have been established to assist 
in environmental cleanup and labor adjustment in NAFTA countries. In addition, the North American Development 
Bank will provide a source of financing for NAFTA projects. 
 
Rules of Origin 

In some areas, CBI rules of origin may be more advantageous than NAFTA rules. In a number of import-sensitive 
product areas, NAFTA has special rules discouraging the use of non-NAFTA components. For example, no 
television containing a non-NAFTA picture tube can gain NAFTA origin, even if it meets general NAFTA origin 
rules. CBI origin rules are more liberal in these instances than NAFTA rules.  
Drawback   

CBI imposes no limitations on countries' conferral of duty drawback benefits to third country imports 
incorporated into products that are subsequently exported to the United States under CBI. Under NAFTA, 
Mexican duty drawback will be limited by January 1, 2001 to an amount not exceeding the U.S. import duty. 
Since products eligible for NAFTA will eventually pay no duties, this amounts to a complete phaseout of duty 
drawbacks on non-NAFTA components. By 2001, the same rules limiting drawback will probably also apply to 
CBI beneficiaries.  
 
Evaluation of the Parity Bill 
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At the time of this writing, it is not clear whether the 104th Congress will enact the parity bill. Although 
reported by the Trade Subcommittee of the Ways and Means Committee and supported by a number of influential 
members of Congress on both sides of the aisle, it faces a number of hurdles. These include the need to find 
budgetary offsets to reduced tariff revenues, Washington "trade fatigue" after two years of concentration on 
the Uruguay Round and NAFTA, the uncertain trade stance of the large freshman class, and opposition by key 
members of the textile caucus.  

If enacted, the parity bill will address the following.  
 

Ë The bill will extend full parity with NAFTA to all manufactured products currently excluded 
from duty-free treatment under CBI. The most significant impact from the CBI viewpoint will 
be tariff and nontariff treatment of CBI apparel imports into the United States.  

 
Ë The bill continues the pressure on CBI countries to carry out internal reforms by requiring 

CBI countries to assume world class obligations as a condition for continuing eligibility and 
mandating the administration to submit periodic reports on CBI liberalization to Congress.  
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Ë By providing parity benefits for only up to 10 years and not covering all areas where CBI 
countries are at a disadvantage, the bill should also act as a spur to NAFTA membership. Also, 
it appears to require negotiation of so-called building block agreements guaranteeing 
access and fair treatment of foreign investment and protection of intellectual property 
rights.  

 
The bill does not correct other deficiencies of CBI compared to NAFTA. A number of these deficiencies 

cannot be adequately addressed until CBI countries either join NAFTA or enter into some other type of 
contractual arrangement.  
 

Ë The absence of a contractual agreement means that CBI concessions cannot be as secure as 
concessions under NAFTA.  

 
Ë The United States has the right to make unilateral decisions and take unilateral action, and 

there is no dispute settlement mechanism in the CBI.  
Ë CBI products would still be unable to freely circulate throughout the NAFTA market, and CBI 

components will not count towards NAFTA origin. 
 

Ë Since parity will be temporary, less extensive in coverage, and less secure in concessions 
than NAFTA, Mexico will remain more attractive to foreign investors.  

 
Ë The bill does not address the imposition of TRQs on formerly duty-free CBI agricultural 

products.  
 

These issues will be addressed in NAFTA negotiations. Once CBI countries accede to NAFTA, remaining 
vestiges of inequality should be eliminated.  
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Heading into the 
21st Century: Seven 
Challenges Facing the 
Caribbean 

Georges A. Fauriol and G. Philip Hughes  

The opening section of this report outlines seven policy markers that shape U.S.-Caribbean relations into the 
early part of the 21st century. These were taken up in varying forms by the four essays that constitute the 
body of the report.  

The chapter by Anthony Bryan emphasizes the strategic challenge facing the Caribbean: its ability to 
respond effectively to the dynamic trade, investment, and business environment in the hemisphere. The verdict 
is still out, despite some encouraging policy initiatives by individual governments in the region. Bryan notes 
that part of the challenge resides in the changing perceptions of what regional integration implies. This is 
now seen in the overlapping subregional arrangements that frame Caribbean policies─from the Caribbean 
Community (CARICOM) to the North American Free Trade Agreement (NAFTA) to the Association of American 
States (ACS).  

The follow-on contribution by G. Philip Hughes underscores the tension between the fears of the  
Caribbean region being bypassed and overwhelmed by "big-country interests" and the dangers for U.S. policy 
that ensue from this inattention. A careful argument can be made that suggests that the erosion of core U.S. 
interests in the region can be arrested by Caribbean governments inserting themselves into the debate over 
their relative importance. In recent years, some governments have indeed done just that, and a productive 
dialogue has ensued.  

For his part, Lloyd Searwar reminds the reader of the realities of "being small," which some 
Caribbean governments have at times used as the argument for concessions and special status in the policies 
of the United States. That emphasis, however, has also reenforced the notion in Washington that the Caribbean 
is of marginal policy salience. There are practical distinctions to be made between the smallest Caribbean 
states that operate under genuine structural limitations and the larger countries. The Caribbean is not 
monolithic and the success of the 1990s and beyond revolves around the abilities of U.S. and Caribbean policies, 
in tandem, to be sensitive to this reality. 

These themes are picked up by Stephen Lande and Nellis Crigler in the trade context, focusing on the 
need for parity between NAFTA benefits and CBI preferences. The logic for U.S. policy is the need to limit the 
adverse effects of NAFTA competition on the economic and social environment of the Caribbean while in effect 
encouraging greater trade reciprocity from CBI countries─and in the long run expanded hemispheric 



liberalized trade.    
Where is the U.S.-Caribbean relationship headed for the early part of the 21st century? It is obvious 

why the United States is important to the Caribbean. But what is the importance of the Caribbean to U.S. 
interests?  

Traditionally, the Caribbean has been important to U.S. security, but this is no longer an adequate 
answer in the post-cold war era. The United States has tended to answer this question without input from the 
region. It is therefore vitally important for Caribbean governments to insert themselves into the debate over 
their relative importance.   

If Caribbean governments are to secure a positive response from Washington, they must have a 
concrete, realistic appreciation of their status. They must be able to identify specifically what they bring to 
the table in their bilateral relations with the United States. Beyond the question of fundamental interest, 
though, the Caribbean governments must address a number of important challenges: 
 

1. devising realistic economic and development strategies in the face of a changing world economic 
order;  

 
2. protecting against threats to democracy;  

 
3. coping with crises or revolutionary change in Haiti and Cuba;  

 
4. promoting a realistic form of regional integration; 

 
5. strengthening the Caribbean's international role;  

 
6. contending with transnational issues such as drug trafficking, migration, and the environment; and 
 
7. sustaining U.S. cooperation and engagement in the region. 
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The Seven Challenges 

1. Economic and Development Demands 

U.S. efforts to reduce tariff barriers and institute reciprocal trade relations in the Western Hemisphere will 
dilute the Caribbean region's one-way free trade access to the U.S. market under the Caribbean Basin Initiative 
(CBI). The erosion of the CBI is nothing new: in 1991 the United States extended trade benefits to Colombia, 
Peru, and Chile under the Andean Trade Preference Act to help these cocaine-producing countries combat drug 
trafficking. NAFTA, however, will seriously erode CBI trade concessions. NAFTA, and the prospect of its 
extension to other countries in the hemisphere, will increase pressure on Caribbean nations to open their 
markets reciprocally to the NAFTA partners─and perhaps eventually to other hemispheric neighbors.  

This pressure will pose a profound challenge not only to the region's manufacturing enterprises but 
also to the fundamental economic strategy pursued by Caribbean governments. The Caribbean has previously met 
its traditional goals of economic growth and diversification by encouraging manufacturing firms to set up 
shop in the region and produce consumer products that would otherwise be imported. This import-substitution 
approach (as discussed earlier in this volume) was designed to conserve foreign currency that would otherwise 
have been spent on imports, while generating local employment─especially in more highly skilled occupations 
rather than traditional agricultural work. 

But the minuscule size of the domestic markets served by these firms has dictated an unusually high 
degree of protection through an assortment of tariff and nontariff barriers, including outright prohibitions 
on importing competing products (so-called negative lists). Frequently, when governments have had a 
financial stake in these enterprises, they have required public subsidies as well. These import substituting 
firms typically have not been oriented toward production for export. Exceptions to this rule have generally 
resulted from two sources: (1) the business strategies of Caribbean firms that must expand beyond stagnant or 
overly-confining domestic markets, or (2) investments by major multinational firms that take advantage of 
lower intra-CARICOM tariffs. 

Import substituting industries will face severe competitive pressure as trade liberalization 
progresses. Those Caribbean firms capable of making the transition will need to become much more export 
oriented. Major Caribbean concerns whose business remains by tradition concentrated in a single country or 
island will need to expand to a more regional market, if for no other reason than to achieve the "critical 
mass" in the marketplace that is needed to meet external competition. Caribbean firms will have to determine 
where their true areas of comparative advantage lay and aggressively develop these lines of business. 
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The pressures facing Caribbean manufacturers will be intensified by NAFTA's market opening provisions 
in the financial and services sectors. Although a number of Caribbean nations and dependent territories have 
successfully built up the offshore financial services sectors of their economies in the past two decades, and 
their banking sectors have generally been open to foreign operators, many other areas of professional 
services are unaccustomed to facing outside competition. If, in the process of aligning themselves with NAFTA, 
Caribbean nations adopted NAFTA-like market opening provisions in these service sectors, as presumably they 
would have to do, the results might upset some tradition bound and comfortably well off professional 
segments of Caribbean societies. 

Alongside NAFTA's challenges to the manufacturing and services sectors, preferences for traditional 
Caribbean agricultural products─such as bananas and sugar in the European market─will be reduced and 
perhaps eventually eliminated. The single European market implemented from the beginning of 1993 required the 
conversion of the Caribbean's traditional quota-based access to the U.K. market into a tariff-regulated quota 
arrangement for the European market. Although this arrangement has thus far preserved preferential 
Caribbean access to the European market, a deteriorating British pound initially reduced real earnings for 
eastern Caribbean and Jamaican banana farmers─a result some mistakenly attributed to the new access 
arrangement. The European Union's Lomé IV agreement with Caribbean and other participating countries is due 
to expire in 1999, and many doubt that the Lomé's concessional access arrangements will be renewed. 

Many Caribbean governments are thus likely to encounter Hobson's choice in both the agricultural and 
manufacturing sectors as the 21st century dawns: either phasing out uneconomic production as trade barriers 
drop and preferential access declines─which would risk severe economic dislocation and social discontent─or 
attempting to maintain uneconomic production behind continuing market protection and perhaps with domestic 
subsidies, risking an insupportable drain on foreign exchange balances and national budgets.  

This Hobsonian scenario might suggest the urgent need for economic diversification in the 
Caribbean─moving away from crops that cannot compete without preferential access or products that are 
competitive only when heavily protected or subsidized. Unfortunately, economic diversification efforts have had 
only limited success. Reduced flows of development assistance will further decrease the funding available for 
diversification efforts even as the need for it intensifies. Finding legal substitutes for today's crops will 
not be easy. For example, bananas are a yearround cash crop with established market demand and marketing and 
distribution systems; they can be cultivated by peasant farmers on small plots, have a brief growing period to 
first crop, and recover rapidly from hurricanes. No crop has yet been identified that could replace bananas. 
Of course, the prospect of Caribbean farmers growing illegal narcotics is too dreadful for Caribbean 
governments and U.S. authorities to contemplate. 
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Economic diversification and development in the Caribbean thus eludes easy resolution. Nontraditional 
service industries such as data entry, claims and order processing, and telemarketing may hold some potential 
for diversification, but these industries may create relatively few jobs relative to traditional labor-intensive 
pursuits. Moreover, these industries will themselves face competition from suppliers with more modern and 
efficient communications infrastructure and lower labor costs─factors that underscore the imperative of 
keeping the Caribbean's telecommunications and public services infrastructure as up-to-date as possible and 
of keeping wage rates economically realistic. 

It may not be possible to create much more diversified economies in the Caribbean. Rather, many 
Caribbean countries may collapse back onto tourism─an obvious, and traditional, area of comparative 
advantage─and agriculture, which seems destined to remain a fixture of most economies in the region. Will 
tourism and agriculture form a sufficient basis to support these economies into the 21st century? The answer 
depends on the ability of Caribbean governments to organize their economies to reap maximum value from these 
sectors, to hold down population growth (through emigration and prudent population policies), and to bolster 
the competitiveness of the tourism sector, particularly with Cuba as a new entrant into the Caribbean market. 

Greater regional integration will certainly be a key issue for the region. Though the area is small 
both in terms of population and economics─roughly 5.5 million people and $14.8 billion of combined gross 
domestic product (GDP) among the CARICOM members, and 19 million people and $24.5 billion of combined GDP 
when the Dominican Republic and Haiti are included─it seems clear that firms in these economies will be even 
less competitive in tiny, purely national markets than in a more integrated regional market. If indeed tourism 
will become a larger component of Caribbean economies, competition among Caribbean countries for the tourist 
dollar may work against integration to some degree, but the integration imperative will be strong 
nevertheless if the economic challenge of the 21st century is to be met. 
 
2. Threats to the Democratic Structure 

The deep democratic roots in most Caribbean nations─particularly those enjoying a British parliamentary 
heritage─has generally allowed the international community to take democratic governance in the region for 
granted. But this may be a risky assumption. The economic dislocation and discontent that will likely occur in 
the Caribbean may strain democratic institutions. Should economic stagnation set in with persistently higher 
rates of unemployment─particularly if, at least in proportional terms, these nations become more dependent 
on tourism for their livelihood─a "politics of envy" and of economic, racial, and class resentment may develop. 
At the very least, politicians might seek to gain a short-term political advantage in playing on such themes. 
These themes could also find expression in the labor movement and might even be exploited by politically 
ambitious labor leaders to cement their leadership of their unions.  

Another possibility is that, particularly in the post-cold war world, political and policy debates 
within Caribbean nations may descend to a sterile, partisan pettiness that alienates the public from 
participating in the electoral process. In several Caribbean nations there are already ample signs that the 
public is taking a much less active interest in day-to-day politics than was formerly the case. Such voter 
alienation could lead to another attenuation of democratic governance: the emergence of single-party rule. In 
several eastern Caribbean states, one party has come to occupy a commanding political position through an 
apparently free and legitimate electoral process. In some cases, the financial and organizational advantages 
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of the dominant party seem so overwhelming that it is hard to imagine the opposition ever taking power 
through elections. Such developments inevitably lead to voter alienation and political polarization, and 
possibly even to violence. Although there is no evident solution for this problem, the condition bears close 
monitoring.  

Drug trafficking poses another serious challenge to Caribbean democratic institutions. Apart from its 
damage to heavily tourism-dependent economies, the violence bred by narcotrafficking can overtax the 
capabilities of Caribbean police and security services. More insidiously, and of greatest concern, the drug 
trade corrupts the democratic institutions at every level─compromising governments through corruption of all 
levels of the police, the "buying" of judges and prison officials, and drug money contributions to political 
campaigns. Indeed, in small Caribbean societies, drug corruption can easily penetrate the highest level of the 
government─particularly in countries where power and decisionmaking authority are concentrated in one 
leader. Vigilance against drug corruption is vital─both on the part of Caribbean governments and of their 
friends outside the region. Should a culture of narcotics corruption take root in any small Caribbean 
state─even the smallest island─it would be exceedingly hard to weed out. 

Finally, democracy will be threatened by persistent underinvestment in the Caribbean's democratic 
institutions. Police equipment, detention facilities for criminals, courts and libraries, and even the publication 
of legal opinions, court proceedings, and new legislation and regulations lag increasingly behind in the 
region. As foreign assistance levels decline, Caribbean governments will have to step into the breach if they 
are to function effectively, even if this means increasing the strain on slender national budgets. Without this 
effort─which produces none of the short-term electoral benefits that often motivate government spending in 
Caribbean nations─strains on democratic governance could reach the breaking point in some countries. 
 
3. Crises and Changes: Haiti and Cuba 

Developments in the Greater Antilles─Haiti in the short term and Cuba in the long─will have a major impact 
on U.S. interests. Haiti is destined to command U.S. policy attention over the next several years. The reinstated 
government of President Jean Bertrand Aristide, and its successor that will be elected in December, 1995, 
will need major ongoing external support to survive. Haiti's economy was devastated by the combination of 
economic sanctions and the chaotic and violent domestic conditions under military rule, and Aristide's 
government now depends heavily on economic support. This support must continue if the economy is to be 
stabilized and the country rebuilt. Monitoring the actions of Aristide's government in healing the divisions in 
Haitian society and in ensuring respect for basic human rights in a reprisal-prone atmosphere also demand 
continued international attention.  

In short, even though international efforts succeeded in restoring the democratically elected 
government, Haiti will remain at the forefront of U.S. policy. The policy success in Haiti effectively 
guarantees continued U.S. preoccupation with the country, precisely to ensure that it does not collapse into 
yet another cycle of coup, repression, violence, and large-scale migration to the United States. 

With Haiti getting the lion's share of U.S. policy attention, other Caribbean nations must compete for 
the remaining U.S. resources. The Caribbean countries have a chance to win U.S. favor by carving out a 
constructive, proactive role for themselves in helping to solve Haiti's problems.  

Another great challenge for the Caribbean is the eventual, possibly imminent, transformation of Cuba's 
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Communist system. Regardless of the scenario and the timeframe in which this transformation occurs, Cuba's 
reemergence poses a two-fold dilemma for the rest of the Caribbean. First, the region must fashion a 
relationship with the current Cuban government that will not exact too high a toll on relations with the U.S. 
government and a post-Castro Cuban government. Second, the longer-term dilemma is to avoid being 
overwhelmed by a free and economically liberalized Cuba.  

In the short run, the issue of Cuba turns on questions of effectiveness and consequences: what is the 
most effective way to hasten Cuba's liberalization and to bring about long-term cooperation with the rest of 
the Caribbean? If Caribbean governments extend some limited openings to Cuba, what would the consequences be 
given the hard-line U.S. course? The long-run question is one of economic strategy: how do Caribbean 
countries─particularly those facing the greatest commercial threat from Cuba in such fields as tourism, 
agriculture, and low-wage manufacturing─position themselves in the marketplace to avoid or withstand this 
competition?  

This problem is at least as daunting as that of economic diversification and is subject to many of the 
same constraints─particularly the limited availability of donor assistance to help conceive, plan, and finance 
the needed economic "repositioning." Because the timing of political and economic transition in Cuba is 
completely unpredictable and several scenarios seem equally plausible, it is imperative that Caribbean nations 
work urgently on this problem lest it overwhelm them by the earliest years of the next century. 

Cuba, like Haiti, has the potential to divert U.S. policy attention away from the rest of the 
region─U.S. preoccupation with Haiti and Cuba may be so consuming in the early 21st century that U.S. 
policymakers may be virtually blind to the rest of the region. 
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It is therefore imperative that Caribbean nations become involved in international efforts to help solve the 
massive problems of Haiti and Cuba.  
 
4. The Integration Challenge 

Caribbean efforts at regional integration date back to the failed West Indies Federation in the late 1950s and 
early 1960s, and the quest for greater regional integration will likely remain a fixture of the regional 
agenda. More liberalized trading arrangements and greater economic cooperation in the Western Hemisphere 
point to the wisdom of economic integration. The primary goal of regional integration would be to achieve an 
organizational framework for joining the hemisphere's trend toward economic liberalization and to position its 
firms to better withstand the resulting competition.  

At the same time, one element is not clear: how hospitable will the new international environment be 
to the sovereignty and economic survival of mini and microstates? Such countries, after all, comprise the 
largest number of Caribbean nations. On the one hand, upholding a nation's sovereignty has become the 
mainstay of international relations. The international community has largely repudiated the forcible conquest 
and annexation of territory, while newly independent nations based on ethnic and linguistic groupings have 
emerged from older multiethnic states, generally with the support of the international community. The mini and 
microstates of the Caribbean thus have reason to feel secure about their future. On the other hand, the 
international community may offer such states much less comfort than in the past. The Caribbean's small states 
may find the strains of individual, independent existence progressively harder to support given the realities of 
the 21st century: major economic assistance programs are declining, reciprocal trading relations are being 
demanded, special concessions and allowances are less forthcoming, enormous competitive challenges are 
facing even highly successful small-scale industries in tiny societies, and greater pressure is being placed 
on all members of the international community─large or small─to shoulder their share of the burden for 
international responsibilities.  

Regional integration in the Caribbean is an extremely complicated subject. Its history is so tortuous 
that a full discussion of various models, possibilities, and pitfalls is not possible here. But if the imperatives 
of the 21st century will make Caribbean integration even more important, then several observations are in 
order. First, the mixed record of success in this field implies that integration now depends on the will and 
vision of the Caribbean's leaders. Will they be willing to compromise their countries' sovereignty and to 
sacrifice personal political opportunity in the interest of creating a larger community? Some external 
challenge─not necessarily a security threat, but perhaps an economic or cultural one─may be required in 
order to galvanize these leaders to action. 

Second, the microstates of the Caribbean must choose an integration model. What form and degree of 
integration will best fit future needs─technical and functional, economic, or political? And which of several 
possible schemes─a number of which are in play today─should be the focus? Since the beginning of the 1990s 
there have been a succession of integration initiatives in the Caribbean─an initiative for the political union 
of the Windward Islands, the report of the independent West Indian Commission, A Time for Action, which 
proposed an Association of Caribbean states extending beyond CARICOM, and an initiative for the union of 
Guyana, Trinidad and Tobago, and Barbados, to name just a few. The region must, however, move beyond 
experimentation, settle on an achievable integration goal and organizational model, and pursue integration in 
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a deliberate, timely fashion.  
Third, CARICOM's reluctance to take steps that run counter to its Secretariat's institutionalized 

interests and its ill-suited headquarters in Guyana may prove more of a hindrance than a help to regional 
integration. One sign of progress is the recent innovation of a CARICOM bureau to provide executive direction 
between ministerial meetings. Effective regional integration will likely emphasize building "from the bottom 
up"─that is to say, integrating first the smallest states with the greatest commonality of interests and the 
most to gain from cooperation. Such efforts will probably occur outside, rather than through, CARICOM. 
 
5. The Caribbean's Role in the International Community 

Caribbean nations, despite their size and economic limitations, have the potential to play a much larger and 
more constructive role in the international community, both in addressing regional problems within the 
Caribbean and in responding to world problems further afield. Particularly in the English-speaking 
Caribbean─where there are long traditions of parliamentary democracy and professional civil service 
administration, professionalism of police and security forces, impressive economic achievements of individual 
nations working with meager resources, and internationally-respected leaders─these nations ideally 
positioned to play active roles in international efforts to promote democratic government, foster economic 
development, and keep the peace.  

Although Caribbean nations are not strangers to involvement in international missions─leaders have 
participated in election observer missions, some of the region's police and security forces have joined in 
international monitoring and security missions, and trainers and observers have been provided for democracy-
building efforts─this remains a nontraditional activity for Caribbean governments, perhaps too long 
accustomed to thinking of themselves as recipient countries. This is particularly true for extraregional 
involvements.  

Obviously, economic limitations intrude here. Small Caribbean nations cannot underwrite their 
participation in international missions at the expense of pressing domestic needs. With financial support 
from such international bodies as the UN or the Organization of American States (OAS), however, Caribbean 
nations could play a much more active role in addressing international problems.  

Participation in international missions may become more of an obligation for all the members of the 
community of nations. Caribbean involvement would be valuable in its own right, and might also strengthen the 
region's claims on the support and cooperation of the United States and other industrial states. 
 
6. Transnational Issues: Migration and the Environment 

Several transnational issues will play a major role in the U.S.-Caribbean relationship in the early 21st 
century. Migration and the environment (in addition to drug trafficking, which has already been discussed) are 
the most important transnational issues. Migration is a politically sensitive issue in the United States. It is 
also a factor that increases the capacity of the Caribbean countries to make their interests felt in the 
United States, through the region's expatriate populations. Environmental conservation is becoming critical 
because of the Caribbean's increasing dependence on tourism and because it will undoubtedly be a major focus 
of even reduced levels of U.S. and international development assistance and of multilateral lending. 
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Migration. Legal immigration─or even the relatively small amount of illegal immigration produced by 
the microstates of the eastern Caribbean─has not historically been a source of great friction in U.S. 
relations with the Caribbean. Recognizing that a certain amount of migration from the island states is a 
regional safety-valve, the United States has readily absorbed traditional migrants into its economy and 
society─that is, provided that the numbers of people involved are manageable and arrive incrementally. The 
dislocations caused by previous mass movements of refugees from the Greater Antilles, however, has made 
Caribbean migration an increasingly politically sensitive issue in the United States. 

One sign of domestic sensitivity is the opposition of workers and labor organizations to the seasonal 
migrant farm labor from the Caribbean. The long-standing, seasonal labor program─a major source of 
remittance income for many Caribbean states─has been severely curtailed by these objections. And, of course, 
the massive migration of boat people fleeing the economic and political conditions in Haiti prior to Aristide's 
return remains a specter that haunts both political leaders and citizens in the United States. There is no 
clearer demonstration of the domestic political sensitivity of this issue than the history of the Clinton 
administration's oft-changed Haitian refugee policy during the three-year crisis in Haiti.17 

The sizable Caribbean immigrant communities in the United States represent an increasingly 
significant political force. They served as advocates, along with allies in the African American community, for 
more liberal admission of Haitian migrants, and also function as a constituency to lobby on behalf of Caribbean 
interests and agendas. Their presence heightens the salience of the question of a U.S. double standard 
regarding migrants from, for example, Haiti and Cuba. 

 
17 Please see Haitian Frustrations, ed. Georges Fauriol, for a more thorough analysis of U.S. refugee policy regarding Haiti. 

The most significant immigration problem vis-à-vis the Caribbean─mass inflows of refugees─arises 
from political repression, turmoil, and economic despair. The most significant Caribbean migration crises have 
also originated in the Greater Antilles─islands with large populations close to the United States. The Mariel 
boatlift and the Haitian boat people are two cases in point. Will migration continue to be a major factor in 
the U.S.-Caribbean relationship into the 21st century? Almost certainly it will. Will Cuba and Hispañola 
dominate the migration problem? That depends. It depends on the success of Aristide's government, and its 
successor, to strengthen Haiti's legitimate government and civil order. It depends on how Cuba's impending 
political transformation unfolds. It depends on whether other nations of the region continue to enjoy 
political stability and avoid suffering sharp economic declines. Even in the event of political or economic 
deterioration elsewhere in the Caribbean, the smaller populations of the Lesser Antilles combined with their 
greater distance from the United States and their habit of migrating to relatively better-off neighboring 
islands during troubled times, would limit the magnitude of migration problems coming from this section of the 
Caribbean. 

The Caribbean countries can do little to avert or help manage the massive waves of immigration from 
Cuba or Hispañola. The disproportion between the large numbers of refugees and the small size, population, and 
economic means of the potential Caribbean host countries, and the nearly complete failure of past efforts to 
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persuade Caribbean countries to shoulder a portion of this task, make the prospect of Caribbean countries 
serving as safe havens unlikely. These considerations make the Clinton administration's success in recruiting 
other Caribbean countries to temporarily accept some Haitian migrants all the more remarkable.  

Perhaps the most constructive contribution that Caribbean nations can make in dealing with the 
sensitive migration issue in the next century will be to actively engage in the search for solutions to 
regional political crises, such as in Haiti. Beyond this, it will be important for Caribbean governments to 
appreciate the magnitude of the migration problem from the U.S. viewpoint and to avoid indulging in 
crowd-pleasing posturing about U.S. approaches to handling these migrant waves. 
 

The environment. Environmental consciousness has been rising in the Caribbean in recent years. This is 
at least in part a result of the industrialized world's emphasis on environmental conservation over the past 
two decades. In this respect the Caribbean is following the pattern of the developing world, where it was 
only logical and natural that economic development would be pursued first and foremost and that awareness 
of environmental consequences and of the need for conservation would come later. This new environmentalism 
has arrived none too soon. Island nations are particularly dependent on their environment. Environmental 
carelessness can ruin the marine life and beaches that are among the smaller islands' chief tourist 
attractions, and ecologically unsound agricultural practices can devastate fresh water supplies, erode arable 
terrain, and spoil tropical vegetation. In larger, more industrialized islands, oil spills, hazardous waste 
contamination, and ocean dumping can create even more drastic environmental damage and public health 
problems. 

In a number of Caribbean nations private, environmentally conscious groups lobby, in effect, for more 
ecologically sound development policies. At the same time, multilateral lending agencies and donor nations, 
including the United States, have been encouraging more environmentally sensitive policies through aid 
programs and lending conditions. Caribbean governments have been responsive in general to these efforts, but 
in many instances their attitudes toward domestic environmental groups and international encouragements have 
been ambivalent. On the one hand, governments often recognize the importance of conservation in fragile 
island environments. On the other, they are often anxious─even desperate─for development projects to 
produce employment, foreign exchange earnings, and revenue, and can view environmental advocates as 
disguised opponents of economic development per se or, worse, allies of the political opposition attempting 
to frustrate the government's economic plans and cripple its chances of reelection. In any case, most 
Caribbean governments are ill-positioned financially to fund significant public expenditures on environmental 
concerns--from creating safe sanitary landfills and disposing of the rusting automobile carcasses that 
litter the landscape to cleaning up major industrial pollution sites. 

Environmental concerns will assume increasing importance to the Caribbean in the 21st century. 
Indeed, they may be critical to the commercial survival of many island nations. Donor nation assistance, even 
though reduced, and help from the international financial institutions will be necessary both to provide the 
financial wherewithal to repair environmental damage and conserve the islands' natural beauty, and also to 
encourage Caribbean governments to overcome their ambivalence on environmental issues. The governments 
themselves will need to work to overcome this ambivalence and to make explicit allowance for environmental 
considerations in their development plans. They will need to view environmental groups as being their allies 
rather than their enemies─or they will need to develop strategies to engage environmental advocates in 
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common goals. Farsighted, nonadversarial national environmental policies, bolstered by a measure of 
international financing, may be a key to the economic viability of many Caribbean islands in the next century. 
 
7. The Future of the U.S.-Caribbean Relationship 

A key challenge facing both the Caribbean nations and the United States will be managing their relationship 
in the next century. If the previous points about the Caribbean in the 21st century are anywhere near accurate, 
the relationship between the United States and many Caribbean states is likely to become even more uncertain 
in the future.  

On the U.S. side, there will always be a high level of economic involvement in the region. Geographic 
proximity and the need to deal with problems emanating from the region that affect U.S. interests─such as 
drug trafficking and large-scale migrations─will ensure continuing U.S. attention to the area. And the need 
to monitor and respond to crises and to be ready to respond to Cuba's eventual political transformation 
further guarantee this level of attention. But it seems safe to say that the priority assigned to the Caribbean 
by U.S. policymakers for the foreseeable future─certainly into the next decade─will be measurably lower than 
it was in the 1980s. This is only natural, given other competing international demands, and does not signal an 
abandonment of the Caribbean─something to which many Caribbean observers are very much attuned. Rather, it 
represents a return of the Caribbean to its more accustomed and traditional place in the scheme of U.S. 
foreign policy priorities. 

For the Caribbean, the sense of reduced U.S. attention to the region (probably measured in part by the 
reduction in U.S. assistance levels) and the perception that NAFTA and reciprocal free-trade arrangements 
around the hemisphere have diverted U.S. interest from the CBI, will doubtless elicit a disappointed and 
disillusioned response. It is possible that the Caribbean will view the United States and its policies with 
resentment and frustration─even as the continuing lure of the U.S. consumer society, with its prosperity and 
economic opportunity, encourages emigration.  

Future U.S.-Caribbean relations may be characterized by a heightened Caribbean sensitivity to U.S. 
dominance. Such sentiments may find several expressions, ranging from increased concerns about U.S. cultural 
penetration and domination through the mass media and popular culture to resistance to following the U.S. 
policy lead on international questions, perhaps less out of substantive disagreement than out of the urge to 
assert independence. This latter sensitivity may be intensified by the recognition that the United States is the 
only remaining superpower. Without the Soviet Union vying with the United States for international influence, 
the steady stream of U.S. démarches demanding the Caribbean's support on a wide range of international issues 
(many of which are of no consequence to Caribbean governments themselves) may seem heavy-handed and 
presumptuous. It is possible that sensitivities on this point might lead to more effective bloc voting in the UN 
and the OAS. Although this might be a good augury from the standpoint of regional integration, it might not 
necessarily work in the United States' favor and is unlikely to contribute to friction-free relations among 
close neighbors and friends. 

At the same time, Caribbean governments are realists. They fully appreciate the centrality of the 
United States to the region's economic future. Even if they react with disappointment and frustration to a 
diminished level of U.S. attention and with anxiety and mild resistance to perceived U.S. dominance, their 
response will be tempered by that realism. U.S. policymakers would be well advised to bear these likely 
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Caribbean sensitivities in mind when crafting their approach to the region─perhaps exercising greater 
selectivity when making requests of the region's governments, underscoring the areas of cooperation that are 
most important, allowing independent regional action when U.S. interests are not importantly affected, 
encouraging active Caribbean participation in international missions under the UN or OAS banners by ensuring 
that adequate funding is available to underwrite their role, and avoiding overreaction to occasional, inevitable 
disagreements. A sensitive U.S. approach to a Caribbean region facing looming challenges in the century 
ahead, combined with a realistic approach on the part of Caribbean leaders, will make for a stronger and more 
effective U.S.-Caribbean partnership as we face that new century together.  





Glossary 

ACP States. The group of African, Caribbean, and Pacific states designated by the European Community (now the 
European Union) to take part in the Lomé Convention (s.v.). 
 
Association of Caribbean States (ACS). An organization originally proposed by the West Indian Commission (s.v.)
that promotes economic integration in the Caribbean Basin and includes all states in the region as members.  
 
Caribbean. The geographical region consisting of all the islands bordering on, or lying in, the Caribbean Sea, 
including the Bahamas and the Turks and Caicos Islands; politically, it is often expanded to include Belize and 
the three Guyanas. 
 
Caribbean Basin. The geopolitical region encompassing all of the Caribbean as defined above, along with the 
five nations of Central America and Panama. 
 
Caribbean Basin Initiative (CBI). The CBI was enacted by the United States in 1984 in order to promote economic 
growth and political stability in the Caribbean Basin. It provides nonreciprocal duty-free access to the U.S. 
market for most products from the CBI countries, although the United States does reserve the right to exclude 
any products from this status that it desires. 
 
Caribbean Basin Initiative 2 (CBI-2). The original CBI agreement was extended by Congress in 1990 beyond its 12-
year time frame. Although it was expanded to include more products, the nonreciprocal nature of CBI still does 
not constitute a free trade area. Cuba remains ineligible. 
 
Caribbean-Canada Trade Agreement (CARIBCAN). A 1986 agreement that grants nonreciprocal duty-free access 
for many products entering Canada from the Caribbean Basin. 
 
Caribbean Community and Common Market (CARICOM). A product of CARIFTA (s.v.), CARICOM was formed in 1973 with 
the primary goal of bringing about the economic integration of its members. It seeks to remove trade barriers 
between its members, to establish a common external tariff, and to act as one entity when negotiating with 
third parties. It also promotes increased cooperation in other areas, such as science and technology, labor 
issues, and foreign policy. CARICOM is headquartered in Georgetown, Guyana. 
 
Caribbean Development Bank. The region's multilateral development institution, created in 1970 and based in 
Bridgetown, Barbados. 
 
Caribbean Free Trade Association (CARIFTA). An organization established in 1968 to promote economic integration 
among the British colonies and former colonies in the Caribbean. It was upgraded to CARICOM in 1973. 
 
Central American Common Market (CACM). An organization created in 1961 with the ultimate goal of achieving a 
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common market involving its five historically related members. Political instability in the region has greatly 
hampered this effort. Its members include Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua. 
 
Common Market. An economic union of countries that removes trade barriers between its members, adopts a 
common external tariff and trade policy with nonmembers, and permits the free movement of labor and capital 
within the market. 
 
Commonwealth of Nations. Formerly the British Commonwealth of Nations, the members of this group are former 
British colonies, many of whom still recognize the British monarch as their head of state. Members attempt to 
cooperate with each other in various policy areas. 
 
Cuban Democracy Act. Also known as the Torricelli Bill, its purpose is "to promote peaceful democratic 
change in Cuba through the application of appropriate pressures on the Cuban government and through support 
for the Cuban people. The bill sets forth a series of measures, consisting of both carrots and sticks, designed 
to hasten a democratic transition in Cuba by increasing the isolation of the regime while creating openings 
to democratic opposition groups that will shape Cuba's future." 
 
Eastern Caribbean Regional Security System (RSS). A branch of the OECS (s.v.) that was created by some of 
its members in 1982 by the Memorandum of Understanding (MOU). Its purpose is to assist in the economic 
development of the smaller and poorer members of the OECS by provided collective security from internal 
subversion and external aggression. 
 
Enterprise for the Americas Initiative (EAI). A proposal put forward by U.S. president George Bush in 1990 with 
the long-term goal of transforming, and creating growth in, the economies of Latin America and the 
Caribbean. It aims to create a hemispherewide free trade area, to increase investment in the region, and to 
engage in active talks aimed at reducing the debt owed by these countries to the United States. 
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Free trade area. A group of two or more countries that has eliminated trade barriers between themselves but 
has maintained their original external tariffs and policies toward non-members. 
 
Free Trade Agreement of the Americas (FTAA). A name given to a hemispheric free trade agreement proposed 
at the Miami Summit of the Americas in December 1994. The FTAA is targeted for 2005. 
 
General Agreement on Tariffs and Trade (GATT). An organization created in 1947 charged with the duty to 
negotiate tariff reductions between its members and eliminate import quotas. It provides a general set of 
rules for conducting trade between its members, which includes most of the world's nations. The most recent 
set of negotiations, the Uruguay Round, was concluded in late 1993. 
 
Group of '77 (G-77). This group of developing nations, which includes all the independent countries of the 
Caribbean Basin, first came together in 1967 to increase their bargaining power in trade negotiations with the 
developed nations. It is still active today, working for greater economic cooperation between its members. 
 
Island Developing Country (IDC). In 1976 the UN General Assembly recognized the need to give special assistance 
to countries of this category because of the many conditions that retard their development. These traits 
include smallness, general poverty, and vulnerability to disastrous storms. 
 
Lomé Convention. An agreement between the European Community (now the European Union--EU) and a group of 
developing nations, labeled the ACP (s.v.) states, which grants nonreciprocal duty-free access to the EU for 
many ACP products, save for specific exceptions. It provides for EU development funds to these counties as 
well.  
 
936 Caribbean Lending Program. Sec. 936 of the U.S. Internal Revenue Service Code has allowed U.S. 
corporations to exempt from federal taxes those profits earned from doing business with Puerto Rico. 
Originally, these funds had to remain in Puerto Rico, but the 1986 tax reform allows Puerto Rico to make or 
authorize loans with these funds to approved projects in CBI countries that have signed a TIEA (s.v.) with the 
United States. A 1993 reform will gradually draw down the exemption level from 100 percent to 40 percent.  
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Non-Aligned Movement (NAM). A group of about 100 nations that first came together in 1961 with the objective 
of attempting to avoid taking sides during the cold war. Particularly active in the 1960s and 1970s, it evolved 
into a pressure group to create a "new international economic order" that would end the perceived 
imbalances of the countries of the world. Its membership has included all the independent nations in the 
Caribbean Basin. 
 
North America Free Trade Agreement (NAFTA). The agreement between the United States, Canada, and Mexico to 
create a free trade area that entered into force in January 1994. 
 
Organization of American States (OAS). An organization founded in 1948 and headquartered in Washington, D.C., 
to "foster peace, security, mutual understanding and cooperation among the nations of the Western 
Hemisphere." It seeks to promote democracy throughout the region, to peacefully settle any disputes between 
its members, and to provide a common defense against aggressors. 
 
Organization of Eastern Caribbean States (OECS). An associate institution of CARICOM established in 1981, the 
OECS seeks the close integration of the smaller and less-developed nations if the eastern Caribbean. The 
OECS states have developed a considerable level of political currency, diplomatic, and legal integration. 
 
Small Island Developing Country (SIDC). A subgroup of the IDC category of nations whose members suffer from 
exceptionally great natural disadvantages in their economic development. 
 
Tax Information Exchange Agreement (TIEA). Countries that enter into one of these agreements with the United 
States are eligible to take part in the 936 Caribbean Lending Program (s.v.).  
 
West Indian Commission (WIC). A group of experts created in 1989 by CARICOM to examine its process of 
integration. The group's report, issued in July 1992, recommended that the CARICOM members speed up economic 
integration and expand to include other members so as to strengthen its negotiating power in trade talks. It 
came out against formal political integration but recommended the creation of a CARICOM commission to lead 
the integration process. See also Association of Caribbean States. 
 
Western Hemisphere Free Trade Area (WHFTA). The name given to the proposed hemispherewide free trade area 
envisioned in the EAI. 
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