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1. CARICOM Context 

a) The Caribbean’s physical geography (dominated by an archipelago of small island states and remote continental countries) renders the region exposed to high cost of infrastructure. This is particularly acute in a number of backbone services such as telecommunications, road, maritime and air transport and power generation cum distribution. These factors contribute to the unattractive union of increased costs of production and blighted levels of competitiveness;

b)  Caribbean economies are also preference-dependent, especially in agricultural goods. For example, four major agricultural products – bananas, rice, rum and sugar account for 17% of the region’s exports to the EU. All four products have experienced major erosion in the value of EU preferences, therefore compelling Caribbean countries to adjust and adapt. It is the region’s high preference-dependency that informed a WB 2008 study concluding that Guyana was the developing country second most deserving of AfT support.
c) Beyond this, the region exhibits the classic traits of small, vulnerable economies, that is, export concentration in both products and markets; narrow production base; and a limited number of potential growth sectors. These features are consistent with the trade challenges facing SVEs enumerated in the Group’s Submission to the AfT Task Force (WT/AFT/W/18, June 2006).

The Caribbean’s immediate challenge remains that of facilitating the economic re-positioning of these economies if they are to seize opportunities presented by trade openings while modulating the risks. Embedded in this broader challenge is the specific need to reduce reliance on border taxes, increase the production and competitiveness of exportables, harness additional value and foster increased backward linkages, notably among tourism, agriculture and cultural industries.

One major policy response to these innate economic traits has been the pursuit of strengthened regional integration. There are three tiers of Caribbean regional integration, viz.: CARIFORUM with commitments enshrined in both the CARICOM-Dominican Republic FTA and the CARIFORUM-EU EPA (C-EPA); ii. CARICOM and the CSME, with latter is advancing with the crafting of regional trade protocols in a host of trade disciplines. For example, there has been the recent establishment of a CARICOM Competition Commission and the Caribbean Agricultural Health and Food and Safety Agency. Yet, serious challenges remain with respect both to funding implementation and designing additional measures; and iii. OECS sub-regional integration that already boasts common regulatory agencies, a common currency, a Central Bank and other common arrangements, as well as the recent establishment of an economic union.

2. Recent Caribbean AfT Efforts

There are numerous AfT programmes being implemented in the Caribbean. For example, the Commonwealth Secretariat Hubs and Spokes Programme that supports trade policy research and management. The International Trade Centre has assisted five CARICOM members in crafting national export strategies and is currently executing a project aimed at promoting Caribbean cultural industries within the ambit of the C-EPA. Finally, GTZ is supporting the establishment of regional technical standards measures under the ambit of the C-EPA. 

However, this brief note will amplify the following Caribbean AfT approaches and initiatives.
a. CARICOM AfT Priorities: CARICOM Heads of Government in July 2010 identified the following areas as the region’s major AfT priorities, viz.: Maritime Transport; Information and Communication Technologies; Trade Facilitation; Implementation of External Trade Agreements; Trade in Services; Sanitary and Phytosanitary Measures; and the development of an Infrastructure Fund. Considerable technical work is currently being invested in transforming these prioritized AfT areas into detailed projects. With the kind support of the IDB, it is anticipated that a number of the projects will be ready for presentation to international development partners before the III Global AfT Review in July 2011.

b. C-EPA Needs Assessments: CARIFORUM and EU established the Regional Preparatory Task Force (RPTF) in order to advance the preparation of support measures designed to complement the implementation of the C-EPA. The body comprised trade negotiators and development funding experts from both parties to the negotiations. RPTF-commissioned needs assessment have been completed in the following areas: viz.: SPS, Trade Facilitation, TBT, Competition Policy and Public Procurement. RPTF-commissioned studies (needs assessment) primarily address four clusters of activities, viz.: (i) identify specific needs at both national and regional levels; (ii) craft programmes aimed at addressing identified needs; (iii) survey the programming of initiatives in the same disciplines in CARIFORUM states(s); and (iv) develop financing proposal that quantifies the costs of intervention.

Further work is progressing on two fronts, viz.: (a) completing the TORs in the remaining technical disciplines and (b) commissioning needs assessments on earlier completed TORs. Funding for the interventions identified under the various RPTF studies stems from the CARIFORUM Regional Indicative Programme (CRIP). The programming of the EUR 168 million CRIP has already been completed along with the publication of a Caribbean Regional Economic Integration and Cooperation Roadmap (2010). This CARIFORUM document enumerates the interventions, priorities and timelines with respect to various disciplines in OECS, CSME and CARIFORUM arenas.

c. CARICOM-Canada FTA Negotiations:  The region is negotiating a trade and development agreement with Canada. In pursuit of Caribbean development objectives, a matrix of regional trade needs has been articulated. This approach also benefitted from Member States and the CARICOM Task Force on Development  - a forum comprising experts from NGOs, academia, private sector, trade negotiators and regional secretariats. 

d. National Initiatives: From the 2009 II Global AfT review questionnaires, Caribbean respondents enumerated competitiveness as a priority. This response is unsurprising given the major trade challenges facing the region. Accordingly, improving business climates and fostering private sector development also figure prominently in many Caribbean states’ poverty reduction strategies.  Specifically, Belize has recently crafted, with IDB support, a national AfT strategy. Jamaica is also expected to emulate this effort, also with IDB input.  In addition, a number of EU-funded National Indicative Programmes (NIPs) have also prioritised trade, notably that of the Dominican Republic (competitiveness) and Jamaica (trade development).

e. Commodity Adjustment Programmes: EU-funded Sugar Accompanying Measures, Special Framework of Assistance (Bananas) and the West Indian Rum Project (novel for its project management by the regional private sector body, WIRSPA) and direct support to the economic operators. In the case of banana and sugar, the programmes have centred on improving competitiveness and supporting diversification. The rum project has sought to address capturing improved value by shifting from export of bulk rum to branded rum and improving waste management. 

f. CARTFund: The Caribbean Aid for Trade and Regional Integration Fund (CARTFund) is a £10 million Trust Fund, financed by the UK Government and administered by the Caribbean Development Bank (CDB). The purpose of the Fund is to support both the CARIFORUM-EU EPA and CSME. The CARTFund supports projects at the national, sub-regional or regional level in the following three areas:

a) promoting EPA implementation;

b) deepening CARICOM and OECS economic integration; and
c) assisting beneficiaries with project preparation; 
Eligible applicants must be a CARICOM/CARIFORUM entity such as a Government agency, regional institution, business support organisation or NGO. The proposal must be relevant to trade and/or regional integration􏰁and the project budget should not be less than US$100,000. 

g. Compete Caribbean: This is a US$33.8 million Private Sector Development and Competitiveness Fund jointly crafted by IDB/DfID/CIDA. In designing this project, the IDB claims to have learnt that in order to enhance private sector development and increase the impact of private sector development projects, there is a need for a comprehensive programme that will link productive development policies to business climate reforms to cluster development initiatives and to improvements at the firm-level. Launched in 2009, the Compete Caribbean project is to be implemented over a five-year period.  

The objective of the programme is to help increase: (i) donor harmonization and coherence, equity and sustainability of national and regional private sector strategies; (ii) the efficiency and effectiveness of Caribbean governments to promote a competitive, growth-oriented business and investment climate; and (iii) innovation, productivity, value added production, sales and sustainability in key Caribbean clusters and value chains, as well as product sophistication, productivity and exports of individual firms. The project also includes an Enterprise Innovation Challenge Fund aimed directly at supporting eligible private sector firms.

3. Caribbean AfT Challenges (and Next Steps)

Aided by IDB technical support, the region is developing a regional AfT strategy.  The urgent crafting of such a regional policy framework should address three major undertakings, namely, (a) to frame the adjustment process facing the region, (b) to chart a regional development strategy that also enumerates specific interventions required to bolster policy framework, competitiveness, business climate, productive and regulatory capacity, and (c) to guide the strategic allocation of AfT resources. 
The promulgation of a Caribbean AfT strategy must also be complemented by retiring the current practice of narrowly viewing AfT needs in negotiation-specific arenas. Therefore, trade facilitation needs could span C-EPA, Canada-CARICOM FTA, CSME and DDA but should constitute a coherent set of trade capacity building measures. Only then can the AfT effectively harness the strengthened commitments inherent in trade agreements. The regional AfT strategy needs also to be informed by a regional development plan that progressively responds to the adjustment and transformational imperatives of Caribbean economies. Caribbean sustained development can only materialise through the intersection of comprehensive needs and coherent AfT strategies anchored in a well-designed regional developmental policy framework.
Further analytical work is required to broaden our understanding on implementation of AfT s in SVEs. For example, it might be instructive to understand the experience of other SVEs, notably Mauritius - the first country to craft a national AfT strategy. Second, what are the lessons distilled from the design, implementation and impact of the programmes implemented to address preference erosion in the Caribbean? In this context, the CARTFund’s programming of resources to assist with project design deserves becoming a standard feature in AfT programmes. Equally, the Compete Caribbean approach of donor coordination, coherence with other programmes managed by the same donors focusing on private sector also deserves universal adoption. 
All CARICOM countries have responded positively to the WTO Sect. questionnaires and a number of case studies submitted In response to preparations for the III Global AfT Review. In most of the Caribbean responses, the issue of region’s structural vulnerability has been underscored. It is therefore incumbent that donors support the Caribbean states attempts to address the myriad expressions of vulnerability. The Caribbean has failed to garner its fair share of AfT resources. This is primarily due to donors‘ use of a blunt indicator - per capita GDP - as the major aid eligibility criterion. Thanks to the SVEs’ efforts, the concept of vulnerability is now anchored in the current draft modalities in all facets of DDA negotiations. It is therefore now pressing that this work is complemented by international development partners also articulating the nomenclature of vulnerability in designing specific programmes aimed at modulating SVEs’ trade challenges. 
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