
4 

Trade Effects of the Uruguay Round and NAFTA: 
Merchandise 

Uruguay Round Effects on Exports 

Agricultural goods 
Effects on prices of temperate agricultural  goods 
Protection o f thei r domesti c farmer s b y th e 
western industrialise d countrie s ha s resulte d i n 
major distortion s i n th e worl d market s fo r tem -
perate agricultura l product s -  meat , dair y 
products and cereals . Because the y ar e competi -
tive with goods produced i n those countries, thi s 
has also been tru e o f a  number o f products tha t 
might have been considered as being in the com -
parative advantag e o f the developin g countries , 
including sugar. Guaranteed prices and non-tarif f 
barriers restricting imports have greatly increase d 
output i n th e DME s an d th e exces s outpu t ha s 
largely been sol d on worl d market s a t whateve r 
price coul d b e realised . Countrie s whic h wer e 
traditionally importer s o f thes e product s hav e 
become exporter s an d worl d price s hav e bee n 
significantly reduced . 

The agricultura l policie s o f th e develope d 
countries hav e ha d advers e an d far-reachin g 
effects o n th e developin g countries . Lo w worl d 
prices hav e discourage d domesti c production . 
Exports hav e bee n undermine d b y subsidise d 
produce fro m Europ e an d Nort h America . I n 
some cases , traditiona l pattern s o f productio n 
and trad e have been subverted . 

The principa l feature s o f th e agreemen t i n 
agriculture are : 

the tarifficatio n o f non-tariff borde r barriers . 
Initially th e tariff s wil l provide substantiall y 
the same level of protection bu t the y ar e t o 
be reduced b y an average 3 6 per cent wit h a 
minimum reductio n o f 1 5 per cent fo r eac h 
tariff lin e over six years, or by 24 per cen t 
over 1 0 years for developing countries ; 

domestic suppor t t o the agricultura l secto r i s 
to be reduced b y 20 per cent ove r the sam e 
period, or 13. 3 per cent for developin g 
countries, subject t o a  number o f exclusions . 
These includ e de minimis provisions belo w 
which th e rule s do not appl y - wher e 
imports are les s than 5  per cent o f 
production, 1 0 per cent i n the cas e of 
developing countrie s - measure s deemed t o 
have minima l trade-distortin g effects , 
including environmenta l payment s an d 
general agricultura l developmen t services , 
and deficiency payment s (decouple d fro m 
production decisions) ; 

export subsidies are to be reduced t o a level 
36 per cent below the 1986-9 0 base and th e 
quantity o f subsidised export s by 21 per cent , 
both over the same implementatio n period . 

The instrument s t o b e phase d ou t includ e 
price-support policies , income-suppor t policie s 
linked to production, or other subsidie s discrim-
inating against imports. Those to be bound in the 
GATT sens e an d subjec t t o negotiate d reduc -
tions includ e investmen t grant s an d subsidise d 
loans. Income-suppor t policie s no t linke d t o 
output, environmenta l programme s an d domes -
tic food aid would be permitted. Table 7 gives the 
tariff equivalent s o f reduction s offere d b y th e 
developed countrie s by product group , calculat -
ed by the participants with th e agreed formulae . 

The packag e i s likel y t o hav e modes t infla -
tionary effects on world prices and the pattern of 
trade i n thos e good s wher e protectio n amon g 
the western industrialised countries has been sub-
stantial -  grains , i n particula r wheat , bu t als o 
rice an d coars e grains , re d meat s (beef , shee p 
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meat an d pi g meat) , dair y product s an d sugar . 
The agreement will lead to a reduction in exports 
of these products by the western countries . 

The developin g countries wil l be also affect -
ed throug h thei r ow n obligation s unde r th e 
agreement. Thes e ar e limite d b y specia l provi -
sions. For example, th e minimu m reduction s i n 
subsidies and tariffs are spread out over ten rathe r 
than si x year s and th e dept h o f th e cut s i s less-
ened. Reduction s i n expor t subsidie s ar e t o b e 
two-thirds those applying to the developed coun -
tries. In all cases, trade barriers, domestic support 
measures and export subsidies are closely defined . 

There ha s bee n littl e consensu s abou t th e 
effects o f the UR packag e on trad e i n temperat e 
agricultural good s (se e Pag e et al, 1994) . This i s 
partly because there are major problems in assign-
ing specific liberalisatio n move s to the UR. Th e 
1992 CAP reform was partly undertaken in order 
to anticipate some of the likely requirements of a 
UR agreement. But there was, in any event, con-
siderable budgetary pressure for reform. Clearly, it 
is impossible to attribute a specific share to the UR. 
Page an d Davenpor t (1994 ) simulate d th e ful l 
Final Act requirements in co-operation with th e 
OECD and using the OECD RUNS (Rural-Urba n 
North-South) model , even though in many cases, 
not only in the EU but also in the US and man y 
developing countries , thos e requirement s wer e 
largely already implemented . 

The pric e changes derived from th e simula -
tion were as follows: 

Table 7: Tariff and tariff-equivalent reduction s by 
developed economies on agricultural 
products (US$m. and per cent) 

worked out . In general the developing countrie s 
experience rea l ne t expor t increase s fro m th e 
higher price s the y receiv e fro m exports ; o r 
because the y hav e t o pa y mor e fo r importe d 
foods. Mos t ar e net foo d importin g countrie s s o 
these net export increases are largely the result of 
lower foo d import s becaus e o f highe r worl d 
prices. Thus , ther e ma y b e significan t losse s i n 
economic welfare . 

In additio n t o the effect s o f the overal l change s 
in worl d price s an d trad e flows,  Caribbea n 
exports wil l b e harme d b y th e erosio n o f th e 
complex set of preferences on temperate agricul -
tural products . O f these , th e mos t importan t i s 
the suga r protoco l unde r whic h th e E U ha s 
agreed t o bu y specifi c quantitie s o f suga r fro m 
particular countrie s each year through th e dura -
tion o f th e Lom é I V Convention . Th e pric e a t 
which thes e quantitie s ar e bough t i s no t lai d 
down i n th e Conventio n bu t i t ha s alway s fol -
lowed th e CAP' s ow n targe t price . In sugar , th e 
main beneficiaries includ e Guyana and Jamaica . 

These ar e th e final,  stead y state , effects . The y 
measure th e difference s betwee n th e projecte d 
price level s withou t th e U R wit h thos e takin g 
account o f the Round -  aftH Ü al l th e lag s have 

Product 
categories 

Coffee, tea, cocoa, sugar etc. 

Fruits and vegetables 
Oilseeds, fats and oils 

Other agricultural product s 
Animals and product s 
Beverages and spirits 

Flowers, plants, vegetable 
materials 
Tobacco 
Grains 
Dairy product s 

All agricultural product s 

Value of 
imports 
US$m. 

13,634 

14,575 
12,584 

15,585 
9,596 
6,608 

1,945 

3,086 
5,310 
1,317 

84,240 

per cent 
reduction in 

tariffs % 

34 
36 
40 
48 
32 
39 
48 

36 
39 
26 

37 

Source: GATT (1994) 

wheat 

rice 

coarse grain 

sugar 

beef, veal and sheep 

other meats 

% 
3.6 
0.9 
1.9 
7.9 
3.7 
0.5 

Sugar and ru m 

THE URUGUA Y ROUN D AN D NAFTA : TH E CHALLENG E FO R COMMONWEALT H CARIBBEA N COUNTRIE S 2 9 



Table 8: The contribution of sugar and molasses to GDP, employment and exports in certain Commonwealth 
Caribbean countries, 1993 per cent 

country 

Barbados 

Belize 
Guyana 

Jamaica 

Trinidad 

sugar expts. 
as % agric. 

prod η 

32 
69 
66 
35 
5 

sugar 
exports as 

%GDP 

1 
10 
11 
3 
1 

sugar/ 
molasses % 

agrie. exports 

95.3 

57.40 

65.56 
37.17 

15.71 

sugar/ 
molasses % 

dom. exports(a ) 

17.0 

37.22 

28.59 
8.82 

1.91 

employ't in sugar 
as % working 
population 

5 
13 
13 
4 
5 

(a) domesti c exports , i.e. excluding re-exports 
Source: Sugar  Industry  Authority  of  Jamaica 

In 1992, the Commonwealth Caribbean coun-
tries exported some 539,000 tonnes of sugar to the 
EU an d U S market s combined , slightl y abov e 
their combined quotas, as opposed to earlier years 
when exports tended to be somewhat below quota. 
A fall in the price received for sugar of about 8 per 
cent woul d b e seriousl y damagin g t o Barbados , 
Belize, Guyana an d Jamaica. Some indicatio n o f 
the importanc e o f sugar , an d suga r exports , t o 
these economies i s given in Table 8. EU and U S 
quotas are shown in Appendix Table 6. The fac t 
that exports exceed quotas by small amounts may 
merely reflect th e fact tha t there i s some year-to-
year flexibility built into the EC regime. In the case 
of Belize,  th e significan t amoun t o f over-quot a 
exports i s onl y possibl e becaus e o f shipment s 
through th e Netherlands Antilles . 

Because of certain special features of the CA P 
regime in agriculture, together with the fact that , 
after Cuba , th e E U i s th e world' s larges t suga r 
exporter, any substantial effects o f the UR agree -
ment o n th e E U domesti c suga r price , E U 
subsidised exports and thus the world sugar price, 
will be delayed, probably til l 199 9 or 2000 : 

the import s safeguards provisio n whic h 
permits additional tariff s i n the even t o f a 
major reductio n i n import prices compare d 
with th e base period. In the case of the EU , 
the reference pric e i s based on th e 
artificially hig h price of imported AC P 
sugar since there have been effectively n o 
other imports . Thus, at any plausible worl d 
prices, these tariff s wil l be sufficient t o 

prevent an y forced reductio n i n th e 
intervention pric e as a result of tarifficatio n 
and th e schedule d reduction s i n tariff s 
(Woodward, 1994 , pp.21-24). However, i n 
principle, the righ t t o impose thes e 
safeguard tariff s expire s at the en d o f 2000; 

the target s for reducing the volumes of sub-
sidised EU sugar exports will be radicall y 
eased by the admission of three new suga r 
deficit member s and rising EU consumption ; 

the flexible  implementatio n ove r the si x 
years of the reduction s i n the volumes of 
subsidised export s and expenditure s o n 
export subsidie s means that , if , a s is likely, 
the Commission decide s to play by ear i n 
setting yea r by year the interventio n pric e 
and th e level s of the A an d Β  sugar outpu t 
quotas, i t may be able t o avoid an y 
significant cut s in these til l 199 9 (whe n th e 
terminal target s have t o be met ) 
(Woodward 1994 , pp.24-25). 

Nevertheless th e eventua l effect s o n th e 
world sugar price -thoug h the y could be delaye d 
until 199 9 and 200 0 - coul d be greater for suga r 
than fo r othe r temperat e commodities . As lon g 
as the pric e pai d fo r AC P suga r remains tie d t o 
the E U interventio n price , th e AC P suga r pro -
ducers wil l experienc e cut s i n thei r expor t 
earnings. O n th e othe r hand , th e ris e i n worl d 
prices may allow certain ACP producers , includ-
ing Jamaic a (se e paragrap h 4  o f VI I Polic y 
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Table 9: Estimates of Uruguay Roun d effect s on Caribbean trad e i n temperate products , US$ m. and % 

through whic h it s competitivenes s i n worl d 
markets would b e improved . 

Rice 

Annex X L o f Lom é I V -  a s di d earlie r Lom é 
Conventions -  allow s for preferentia l treatmen t 
of rice imports into the EU from particula r AC P 
States, limite d b y a  tarif f quota . Th e thir d 
country lev y i s reduced b y 5 0 per cen t an d Ec u 
0.36 fo r padd y an d huske d rice , b y 5 0 pe r cen t 
and Ecu 0.54 for wholly milled rice and by 50 per 
cent an d Ec u 0.3 0 fo r broke n rice . I n principle , 
the tarifficatio n o f levies will mean tha t the first 
and most significant par t of this preference -  th e 
reduction i n levie s b y 5 0 pe r cen t -  i s lost . I n 
practice, fo r thi s report , i t i s assume d tha t th e 
preferences of the ACP producers are adjusted i n 
such a  way as to preven t an y trad e diversio n i n 
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(a) liv e animals excluded as data insufficien t 
(b) th e following states were omitted from the calculations owing to lack of data : Antigua and Barbuda , Bahamas, Dominica, St. Kitts and 

Nevis, St. Lucia and St. Vincent and the Grenadine s 
Note: totals may not add up owing to roundin g 
Source: data  from FAO  SOFATS databank; for  methodology  see  text. 

Options), to sell profitably o n the world market . 
The estimate s of the effects o f the UR do no t 

include an y trad e diversio n agains t th e 
Caribbean producers of rum. The majo r produc -
ers ar e th e Bahamas , Guyana , Jamaica , an d 
Trinidad an d Tobago . Thes e countrie s benefi t 
from th e ru m protoco l unde r th e Lom é 
Convention, whic h give s the m dut y fre e acces s 
to the EU for a  restricted quantit y unti l th e en d 
of 1995 . Th e Commissio n ha s mad e proposal s 
restricting th e application o f duty-free quota s t o 
dark rum, while other rums will enjoy tariff-fre e 
access to the EU as do other manufactures. This , 
however, i s not a  UR effect . 

The more quickly the rum protocol, and with 
it all restrictions on duty-free access , is phased out 
the better for the Caribbean producers. The extr a 
preferences coul d be used t o further expan d th e 
ACP ru m industr y an d increas e it s efficienc y 

Commonwealth 
Countries 

Barbados 

Belize 
Grenada 

Guyana 
Jamaica 
Trinidad 

total 

net exports (a), 
$m,av. 1990-9 2 

meat/ grain / suga r 
dairy oi l seeds 

-30 -2 3 3 3 
-10 - 8 4 4 

-9 - 4 - 2 

-8 1 1 9 8 
-62 -9 6 6 6 
-58 -7 1 2 9 

-177 -19 1 26 8 

Non-Commonwealth 
Countries 

Domin. Rep. 

Haiti 
Surinam 

total 

-26 -12 2 14 2 
-23 -10 1 -2 4 
-8 1 3 - 4 

-234 -40 1 38 2 

UR effect, change 
in net expts. $ m 

meat/dairy grain / suga r 
dairy oi l seeds 

-2 

-1 
-1 

0 
-3 
-3 

-10 

-2 

-1 
0 

-14 

-1 

0 
0 

-1 
-2 
-2 

-6 

-3 
-3 
-2 

-14 

-2 
-2 
0 

-11 
-7 

-2 

-25 

6 
-2 
0 

-21 

total 

-5 

-3 
-1 

-12 
-12 
-7 

-41 

1 
-6 
-2 

-49 

Net exports, 
total $  m. 

pre-UR post-U R 

-20 

26 
-15 
101 
-92 

-100 

-101 

-6 
-148 

1 

-253 

-25 
23 

-16 

89 
-105 
-107 

-141 

-6 
-154 

-2 

-30 



their favou r o r i n favou r o f thir d countr y pro -
ducers. 

The AC P ric e producer s wil l howeve r stil l 
experience a  price effec t o n thei r export s t o th e 
EU. A t presen t the y receiv e a  pric e roughl y 
halfway betwee n th e worl d pric e an d th e CA P 
intervention price . The U R agreemen t i s likely 
to leav e th e worl d pric e largel y unaffecte d bu t 
there will  be a  significant fal l i n the E U price a s 
border protectio n an d interna l subsidie s ar e 
reduced. Thi s repor t assume s a  fal l i n th e E U 
price of 20 per cent relative to the world price, or 
19 per cent i n absolute terms and a  reduction i n 
the price s received by ACP producer s of 9.5 pe r 
cent o n th e quantit y exporte d t o th e E U i n th e 
UR bas e period, 1986-88 . 

Estimates o f th e trad e effect s o f th e liberali -
sation o f temperat e agricultur e ar e show n i n 
Table 9 . Thes e ar e obtaine d b y applyin g th e 
regional suppl y deman d balanc e effect s o f th e 
model s imulat io n t o th e C o m m o n w e a l t h 
Caribbean countrie s an d addin g i n th e Lom é 
sugar and rice effects. They assume a reduction i n 
the price of ACP sugar protocol exports of 11 per 
cent6. Th e fina l U R pe r centag e effect s ar e 
applied t o averag e 1990-9 2 trad e flows  t o indi -
cate thei r relat iv e magn i tude . N e t 
Commonwealth Caribbea n export s ar e see n t o 
worsen b y som e $4 0 million , largel y owin g t o 
the fall i n the price of protocol sugar supplied t o 
the EU , with Jamaica an d Guyan a sufferin g th e 
most. 

Bananas 

As wa s see n fro m Tabl e 5  almos t al l 
Commonwealth Caribbea n banan a export s g o 
to th e EU . The y ar e no t price-competitiv e o n 
other OEC D markets . Ther e i s nothing i n th e 
UR or NAFTA to change that . As was explained 
earlier, the new EU banana regime cannot reall y 
be interprete d a s a  GAT T U R effect . Furthe r 
technical discussio n o f th e issu e appear s i n 
Appendix A . Th e 2 0 pe r cen t reductio n fro m 
Ecu 85 0 per tonn e to  Ec u 68 0 per tonn e i n th e 
EU tariff on above-quota import s from non-AC P 

sources is a Uruguay Round effect bu t these tariff s 
will stil l b e prohibitive . Th e tarif f o n within -
quotas import s o f dolla r banana s i s Ecu 7 5 pe r 
tonne an d tha t wil l no t b e affecte d b y th e 
Uruguay Round . 

Here i t i s wort h pointin g ou t that , o n th e 
basis o f tw o years ' experienc e wit h th e ne w 
regime, th e outloo k fo r th e banan a secto r in , a t 
least, th e Windwar d Island s look s gloomy . 
Producer price s hav e bee n unde r pressur e wit h 
the integratio n o f the E U marke t an d competi -
tion from dollar bananas. In 199 3 farmer income s 
were further depresse d by the steep depreciatio n 
of th e poun d agains t th e Easter n Caribbea n 
dollar (which i s tied to the United State s dollar), 
only no w (Marc h 1995 ) bein g reversed . Th e 
problems led to a strike and halt t o harvesting i n 
St. Lucia . Th e farmer s blame d Geest , th e mar -
keting agent , th e governmen t an d th e loca l 
Banana Grower s Association , whic h run s a n 
insurance schem e fo r farmers ' income s which i t 
could no longer honour (Courier 148, November-
December, 1994 , 25). 

Over 199 3 a s a  whol e St . Lucia' s banan a 
receipts fell by over 25 per cent. But for the trop-
ical storm , Debbie , i n lat e 1994 , th e situatio n 
for th e farmer s migh t hav e improved , largel y 
owing t o extensiv e produce r subsidies . 
WINBAN, th e ol d lobb y fo r th e Windwar d 
Islands' producers , ha s bee n replace d b y a 
commercial firm , WIBDECO , owne d jointl y 
by the respectiv e government s an d th e growers ' 
associations, which is responsible for negotiatin g 
with Geest. This has improved prices for farmers, 
but margins can never be squeezed sufficiently -
even with WIBDECO itsel f going into marketing 
- t o resolve th e problem of the lac k of competi-
tiveness of the Windwards. Improving yields - 1 0 
tonnes pe r acr e u p from th e presen t 7  tonnes i s 
the goa l -  an d concentratio n o f productio n o n 
the mos t productiv e farm s wil l help . 
Diversification int o other crops will help make up 
income shortfalls . Still , i t i s difficul t t o se e th e 
industry survive without continued heavy exten-
sive subsidisation , imposin g eventuall y 
intolerable strain s on public finances. 
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Source: Various  national  tariff  schedules  and UR offer, GATT  (1994) 

Tropical products and fish 

Coffee and cocoa alone account for about three-
quarters o f th e valu e o f import s fro m th e 
developing countrie s o f th e product s covere d 
in the EU's offer. However, these products are of 
limited interes t t o th e Commonwealt h 
Caribbean countries . Mos t wester n industri -
alised countrie s allo w tariff-fre e import s o f 
tropical beverag e crop s -  a t leas t i n thei r 
unprocessed stat e -  bu t th e E U has unti l no w 
maintained tariff s o n coffe e an d coco a beans , 
though no t o n tea,  t o protec t th e preferenc e 
margin of the ACP States. The UR Mid-Ter m 
offer reduce d th e MF N tariff s o n coffe e bean s 
from 5 per cent to 3 per cent and eliminated the 
GSP rate which had been at 4.5 per cent. These 
changes wer e implemente d i n 1991 . The rat e 
on cocoa beans was already at 3  per cent. Th e 
final offer s brin g th e E U rate s o n coffe e an d 
cocoa beans down to zero. Table 1 0 shows the 
other pre- and post-Uruguay Round MF N an d 
GSP tariffs7. 

Changes i n the preferentia l tarif f rate s an d 
GSP utilisatio n rate s wer e use d t o estimat e 
trade diversio n fro m th e AC P State s an d th e 
other developin g countrie s i n favou r o f th e 
MFN supplier s a s wel l a s calculatin g th e 
changes i n worl d price s an d th e after-tarif f 
prices received by the different exporte r groups 
on different markets 8. 
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Table 10: Tropical products and fish: OECD pre-and post-UR ΜFN rates, pre-UR GSP rate s and post-UR GSP rat e 
assumptions, weighted averages, % 

EU MFN 

EU GS P 

other OECD MFN 

other OECD GSP 

pre-UR 
post-UR 

pre-UR 
post-UR 

pre-UR 
post-UR 
pre-UR 
post-UR 

coffee 
beans 

5.0 
-
4.5 
-
-
-
-
-

cocoa 
beans 

3.0 
-
-
-
-
-
-
-

tobacco 

22.5 
17.8 

22.2 

17.8 

10.0 
5.0 
-
-

oil seeds/ 
oils 

8.0 
5.1 
2.5 
2.5 
4.0 
2 
1.0 
1.0 

other trop. 

7.6 
4.2 
6.0 
4.2 
9.0 
5.7 
0.5 
0.5 

fish 

14.0 

12.0 

10.6 

10.6 
3.7 
1.1 
-
-

Other goods 

In order to assess the magnitude o f the effects o f 
the los s of tariff preference o n export s outside of 
temperate agricultur e an d textile s an d apparel , 
partial equilibrium analysis was used. Partial equi-
librium analysis is unable to cope with changes in 
factor price s an d th e reallocatio n o f factor s o f 
production. It s strength lie s in its ability to grasp 
complex detail s of trade regimes and look a t th e 
direct effect s o f change s i n thos e regime s o n 
prices and trade flows. Certain primary products , 
e.g. non-ferrous ores and pig iron, are excluded as, 
with zero MFN tariffs , developing countries enjo y 
no tarif f preferences . 

The MF N tarif f cut s fo r eac h produc t grou p 
were calculate d a s th e final  E U offe r averages , 
weighted b y th e share s o f AC P export s t o th e 
EU, except in the case of manufactures where th e 
very large number of tariff-lines warrante d the use 
of simpl e averages . I n thes e calculation s th e 
assumption i s that th e ACP States made full us e 
of th e preference s give n unde r th e Lom é 
Convention. 

To a  large extent , th e principa l competitio n 
for th e Commonwealt h Caribbea n countrie s 
comes fro m othe r developin g countrie s whic h 
themselves enjo y tarif f an d othe r preference s 
through the GSP. It was assumed that , where th e 
MFN rat e goes to zero or the new MFN rat e wil l 
be below the present GSP rate, the GSP on thos e 



goods is effectively withdrawn , an d where the 
new MF N rate s are greater tha n th e old GS P 
rates, the GSP rate s are unchanged (se e Table 
10). In fact, th e only sector s wher e differen t 
assumptions are possible, i.e . where eithe r the 
GSP rate is not already at zero or where the MFN 
rate is not going to zero, are other tropical prod-
ucts, other non-CAP agricultura l product s and 
fish. Thes e sector s account for less than 1 0 per 
cent o f ACP export s to the EU and so small 
changes i n assumptions o n future GS P tariffs 
would not greatly affect the overall results9. The 
sectors identified in the table cover less than half 
of the ACP export s to the EU. The balance is 
either i n CAP goods, treated separately , o r in 
sectors where MFN tariffs ar e zero, such as ores 
and many other raw materials. 

The elasticities of export supply and EU import 
demand were derived from the literature, in par-
ticular, Bon d (1983) , Davenpor t (1988) , Isla m 
and Subramian (1989), Roller (1983) and Valdes 
and Zietz (1980). The elasticities of substitution 
were judged on the basis of the homogeneity of 
products among the different group s of suppliers, 
the ACP States, the other developing countries 
and, where relevant, the industrialised countries 
(see Laird and Yates, 1990). The figure for man-
ufactures derives from Cline et al. (1978) . 

Non-CAP agricultural goods 

Under Annex XL to Lomé IV a number of ACP 
products, which in principle are competitive with 
goods produced under a CAP regime, are given 
special access to the EU. The preference takes the 
form of exemption from customs duties (oilseeds 
and cake), reduction in the variable levy (manioc, 
arrowroot), progressiv e abolitio n o f the tarif f 
during the EU off-season though subject to a tariff 
quota (oranges , mandarins) , exemptio n fro m 
customs duties though not the levy (most other 
fruits), exemption from fixed component of levy 
(all processed agricultural goods). 

Some of these preferences may be significant, 
others much less so. The customs duty or the fixed 
component o f the levy i s typically a  small per 
centage of the total and exemption from it may be 
of limited value . But in the case of oilseed and 
oilcake, customs duties are the only form of EU 
protection so exemption may be quite significant. 
It is also important to note that these preferences 
are exclusive to the ACP, unlike preferences in 
manufactures whic h are shared by GSP benefi -
ciaries (except in the case of apparel and textiles). 

However, i n term s o f th e valu e o f 
Commonwealth Caribbean countries' exports to 
the EU , thes e preference s onl y appl y to a very 
small share of total exports (see Appendix Table 

Table 11: MFN tariff reduction s offered b y the developed countries by industrial products group (excluding 
petroleum), $ billions, and % 

Product category 

All prods. exc. petrol 
Textiles and clothing 
Metals 
Minerals, precious stones, metals 
Electric machiner y 
Leather, rubber, footwear, travel goods 
Wood, pulp, paper and furniture 
Non-electric machiner y 
Chemicals and photo. supplies 
Transport equipmen t 
Manufactures (not elsewhere stated) 

Source: GATT (1994) 

Imports from devel. 
countries 

736.9 
66.4 
69.4 
72.9 
86.0 
31.7 
40.6 

118.1 
61.0 
96.3 
76.1 

Pre-

6.3 
15.5 
3.7 
2.3 
6.6 
8.9 
3.5 
4.8 
6.7 
7.5 
5.5 

Average tarif f 

Post-

3.9 
12.1 
1.5 
1.1 
3.5 

7.3 
1.1 
2.0 
3.9 
5.8 
2.4 

Reduction 

38.0 
22.0 
59.0 
52.0 
47.0 

18.0 
69.0 
58.0 
42.0 
23.0 
56.0 
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7). The criterion for inclusio n i n the tabl e was 
that export s t o th e E U unde r th e four-digi t 
Harmonised Syste m tarif f lin e ha d t o accoun t 
for a t leas t 0. 1 pe r cen t o f tota l merchandis e 
exports. In the case of Jamaica, the total of these 
products in absolute terms amounts to over Ecu 
9 m n bu t the y onl y comprise d 0. 7 pe r cen t o f 
Jamaican exports in 1992. In the case of Antigua 
and Barbuda , the y constitute d almos t 0. 5 pe r 
cent o f tota l exports . Interestingly , th e mai n 
products in that case were oilcake of soya, rape 
and coconut. The first two are by no means tra-
ditional or even tropical products. They possibly 
indicate some preference-chasing initiatives . 

The effects of the UR on these trade flows are 
likely to be modest. For the goods in question the 
preferences probably average some 50 per cent of 
tariffs or tariff-equivalents. As tariffs are reduced 
by some 30 per cent, ther e wil l be some loss in 
the valu e o f the preferences . I t i s the absolut e 
value of the preference that determines whether 
and to what extent the beneficiary countr y can 
compete wit h th e non-beneficiaries . Th e tarif f 
cuts will reduce the economic rent transferred t o 
the Caribbean producers but is unlikely to render 
the EU market unprofitable, particularly as they 
have six years to adjust throug h improved com-
petitiveness. Even if there is some loss of markets, 
in term s of Commonwealth Caribbea n export s 
the amounts involved are of necessity very small. 

Industrial goods 

The main MFN tariff reductions that emerge for 
the Roun d ar e summarise d i n Tabl e 11 . On 
average MFN tariffs are reduced by a sizeable 38 
per cent . However , th e dat a suppor t th e con -
tention that the higher the tariff rates the smaller 
proportionately th e reduction . Textile s an d 
apparel, leather , rubber , footwea r an d trave l 
goods an d transpor t equipmen t al l hav e wel l 
above averag e pre-Urugua y Roun d tariff s rate s 
and al l wil l experience belo w averag e propor -
tionate cuts . But the case is less clear as regards 
tariff reductions in absolute terms and it is these 
that determin e th e amount s o f trad e creatio n 
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and trade diversion. 
The highest pre-UR tariffs are applied to tex-

tiles and apparel. This is also the sector where the 
quantitative limitatio n o f trad e throug h th e 
MFA, agreed unde r GATT, has become perva -
sive. The gradual dismantling of the MFA will go 
further than the tariff cuts to open the markets of 
the wester n industrialise d countrie s t o export s 
from th e developin g countries . Th e GAT T 
Secretariat ha s calculated tha t th e pe r centage 
reduction in developed country tariffs on indus-
trial good s vis-à-vi s th e develope d countries , 
weighted by their export mix, averages out at 38 
per cen t a s against 3 7 pe r cen t fo r developin g 
country exports and 34 per cent for exports from 
the Leas t Developed Countries (GATT , 1994) . 
However, the Secretariat argues that a more real-
istic picture i s given i f textiles an d appare l ar e 
excluded, because tariff reductions alone ignore 
the gains in market access from the phasing out 
of the MFA. When textiles and apparel and fish 
and fish products are excluded th e pe r centage 
reductions i n tariff s ar e 44 , 5 1 and 5 9 respec-
tively. N o reaso n i s advance d t o justif y th e 
exclusion of fish. 

Textiles and apparel 

Table 1 2 shows the shares of apparel exports in 
exports of different Commonwealt h Caribbea n 
countries t o the OECD . Overall, clothing a s a 
proportion of exports to the OECD ranges from 
effectively zer o for the Bahamas to 26 per cent in 
Jamaica's case. It is also clear that most of these 
exports ar e directe d toward s Canad a an d th e 
United States . Fo r Mexico , export s ar e muc h 
larger i n dolla r term s -  som e thre e time s th e 
Commonwealth Caribbean total - bu t smaller in 
terms of the share of total exports. 

Textiles an d apparel , o r a t leas t export s of 
these from the developing countries to the DMEs, 
have for many years been exempt from the normal 
GATT rules and trade, and have been managed 
through a complex web of bilateral quotas under 
the genera l umbrell a o f th e MultiFibr e 
Arrangement10. The Commonwealth Caribbean 



Table 12 : Apparel as a share of tota l export s to differen t OEC D markets, average 1991-1992 , %  and $  m . 

Source: OECD trade databank 

countries, a s ACP States , hav e no t ha d t o fac e 
MFA quota s o n thei r export s t o th e Europea n 
Union. O n th e U S market , throug h th e CBI , 
they hav e bee n give n specia l acces s term s fo r 
apparel assembled from US-formed and -cut fabric. 

The elimination of the MFA over the next te n 
years wil l graduall y erod e AC P preference s fo r 
textiles and apparel exports to the EU. However , 
only a  few AC P State s hav e bee n abl e t o tak e 
advantage of the preferences in the EU market and 
move into the production of textiles and apparel . 
From no w o n th e phasin g ou t o f th e MF A wil l 
have a  negativ e impac t o n investmen t i n th e 
industry in the ACP countries who will find their 
major advantag e on the EU market eroded . 

The Commonwealth Caribbea n countries d o 
not take much advantage of the absence of quotas 
and tariffs on exports to the EU. The share of those 
exports i s ver y smal l (Tabl e 12) . Amon g th e 
Commonwealth Caribbean countries only Jamaica 
has gained a significant foothold i n the EU marke t 
and that in a fairly small way. Rather, these coun-
tries, and other countries in the Caribbean, hav e 
built up exports to the United States and Canad a 
where the y are subject t o MFA quotas, or in th e 
case of 807A goods , GALs. Ideally, the elimina -
tion o f quotas would mean a  major expansio n o f 
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Country 

Antigua 

The Bahamas 

Barbados 

Belize 

Dominica 

Grenada 
Guyana 

Jamaica 
St. Lucia 
St. Vincent and 
the Grenadines 
Trinidad and Tobago 

Mexico 

US 

0.0 
0.0 

23.8 
33.6 

0.3 
2.8 
3.4 

41.3 
75.7 

55.6 

0.2 
2.9 

EU 

0.2 
0.0 
0.1 
0.1 
0.1 
0.1 
0.0 
1.2 
0.0 
0.0 

0.0 
0.4 

Canada 

14.4 

0.0 
0.4 
5.5 
6.8 
3.1 
2.7 

19.8 
14.2 
0.2 

0.0 
0.5 

Total 
OECD 

1.9 
0.0 
9.0 

16.5 

0.4 
1.5 
1.5 

26.1 
15.9 
3.8 

0.1 
2.4 

Apparel exports, 1991-92 
$m. 

US/Canada Tota l 

0.3 
0.1 
7.6 

18.9 

0.2 
0.3 
4.3 

317.2 
20.2 

3.5 

1.5 
987.6 

0.3 
0.1 
7.7 

19.0 

0.2 
0.3 
4.3 

320.9 
20.3 
3.5 

1.6 
1,000.4 

exports to North America. In practice this is most 
unlikely t o happen . 

Certain countries, presently quota-constrained , 
have clea r labour-cos t advantages , larg e labou r 
supplies, experience an d appropriate institution s 
for marketing and good transport arrangements to 
the market economies. The most threatening are 
China an d India , an d potentiall y Pakista n an d 
Vietnam. They will react to quota relaxation over 
the transition period without supply  or competi-
tiveness limits . Som e o f th e earlie r large-scal e 
low-cost producers , Hon g Kong , Taiwan, Sout h 
Korea, no w fin d themselve s les s competitiv e 
because o f highe r labou r costs . The y ar e no w 
investing in or subcontracting supplies from China 
and Africa an d indee d th e Caribbean . However , 
in the case of the Caribbean, which in this context 
means primarily Jamaica, th e investmen t i s gen-
erated mainly by the advantageous tariff-treatmen t 
of 807A product s on the US market . 

Page and Davenport (1994 ) take 2 per cent t o 
5 per cent per year as the plausible range in which 
developing countries ' export s o f textile s an d 
apparel could grow with th e gradua l phasing ou t 
of quotas over the transitio n period , tha t i s from 
the beginnin g o f 199 5 t o th e en d o f 2004 11. I f 
Jamaica wer e able to retain it s share of develop-



Table 13: Estimates of Uruguay Round export revenue effects, $ m. and per cent of 1990-1993 exports 

Antigua 
The Bahamas 

Barbados 

Belize 

Dominica 
Grenada 
Guyana 
Jamaica 
St. Lucia 
St.Vincent and 
the Grenadines 
Trinidad 

all countries 

shares in total, % 

temperate 
agric prdts 

0 
0 

-5.1 
-2.4 

0 
-0.8 

-10.4 
-13.7 

0 
0 

-9.7 

-42.1 

28 

tropical 
prdts/fish 

0 
0 
0 

-0.1 
0 

-0.2 
-0.1 
-1.2 

0 
-0.7 

-0.6 

-3.2 

2.1 

textiles 
clothing 

0 
0 

-0.7 
-1.7 

0 
0 

-0.4 

-28.6 
-1.8 
-0.3 

-0.1 

-33.7 

22.4 

other 
indust. 

-0.1 

-31.9 

-1.8 

-0.6 
-0.2 

-0.3 
-2.5 

-19.3 

-0.6 
-0.5 

-13.6 

-71.4 

47.5 

total 

-0.1 

-31.9 

-7.6 
-4.8 

-0.3 
-1.3 

-13.4 

-62.5 
-2.5 
-1.6 

-24.0 

-150.4 

100.0 

share of 
exports % (a) 

-0.7 

-3.3 

-9.0 
-4.2 

-0.5 

-5.9 
-4.6 
-5.1 

-1.9 
-1.7 

-2.2 

-3.6 

(a) o f exports to OECD countries 
(b) tota l for temperate agric. assumes no effects for Antigua and Barbuda, Bahamas, Dominica, St. Lucia and St . Vincent and the Grenadines 
Note: totals may not add up owing to roundin g 

ing countries' exports that would mean increase s 
in total Jamaican exports of between 6 and 1 7 per 
cent. Mino r supplier s withou t MF A quotas , 
including th e othe r Commonwealt h Caribbea n 
suppliers, and other newcomers protected by MFA 
quotas fro m mor e competitiv e Asia n suppliers , 
are subjec t t o th e sam e downsid e ris k -  los s o f 
markets t o Asian producers . The estimate s use d 
here are based on 3.5 pe r cent annua l growt h i n 
OECD imports and a loss of 50 per cent of market 
share over the decade of Caribbean and Mexica n 
exports to Asian suppliers . Mexico wil l also lose 
out t o th e Asia n countries , eve n o n NAFT A 
markets. The tariff preference of some 16 per cent 
after th e UR and NAFTA transitio n periods will 
not be sufficient t o prevent los s of market share . 

Summary of effects of Urugua y Round 
on exports 

Table 1 3 summarises the estimated effect s o f th e 
tariff reduction s fo r tropica l products , fish  an d 
other industrial goods and the phasing out of the 

MFA on exports of textiles and clothing. The UR 
effects o n temperat e agricultura l product s hav e 
been discusse d earlier . Temperat e agriculture , 
mainly lowe r prices on th e E U marke t fo r sugar 
and rice , bu t als o includin g th e highe r impor t 
prices associated with liberalisation in the DMEs, 
accounts for 2 8 per cent o f the total . 

Tropical product s (whic h d o no t includ e 
bananas fo r reason s discusse d earlier ) an d fish 
only accoun t fo r 2  pe r cent , whil e textile s an d 
clothing (abou t which mor e below) a  further 2 2 
per cent. Those on tropical products and fish are 
higher i n proportionat e term s fo r thos e coun -
tries where fish exports are relatively important . 
The reduction s i n tariff s o n fish , an d henc e 
erosion o f tariff preferences , ar e greater tha n fo r 
most tropica l products . I n th e cas e o f Jamaica , 
there i s a loss of 3.6 per cent o f exports of tropi-
cal products. This results from the erosion of loss 
of preferences i n coffee, tobacc o and other trop -
ical products, mainly vegetables and fruit, plant s 
and flowers, and spices. Other industria l product s 
account fo r almos t hal f o f th e tota l effect s fo r 
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the Commonwealt h Caribbea n take n together , 
but thes e ar e principall y bauxit e an d alumin a 
exports b y Jamaic a an d Guyan a an d chemica l 
exports b y th e Bahama s an d Trinida d an d 
Tobago. 

The tota l estimate d los s t o Commonwealt h 
Caribbean export s i s $15 0 million , o f whic h 
Jamaica account s fo r $6 3 million , an d th e 
Bahamas an d Trinida d an d Tobag o respectivel y 
$32 an d $2 4 million . Th e tota l los s i n volume 
terms from trade diversion net of gains from trad e 
creation amounts to $57 million which is equiv-
alent t o 2. 9 pe r cen t o f 199 2 export s t o th e 
OECD. Taking account of the falls i n th e price s 
to protected suppliers on the OECD markets (th e 
loss in economic rent ) , the export revenue short -
fall amount s t o 3.6 per cent o f total exports . 

The Caribbea n countrie s outsid e th e 
Commonwealth, i n particula r th e Dominica n 
Republic, suffe r t o a  proportionatel y simila r 
extent becaus e o f thei r export s o f metal s an d 
minerals, leather and footwear , electrica l equip -
ment and other industria l products (see Page and 
Davenport, 1994) . In contrast , Mexic o actuall y 
gains in terms of export revenues. For most man -
ufactures outsid e o f textil e product s i t alread y 
benefits from duty-free entr y to the OECD coun-
tries through thei r various GSP schemes . It wil l 
lose throug h trad e diversio n toward s MF N sup -
pliers. Bu t her e o n balanc e th e ris e i n worl d 
prices offset s th e los s i n volume term s an d th e 
loss i n rents , an d despit e a  negativ e figure  fo r 
non-electrical machinery, on balance export rev-
enues rise , albei t b y only 0.2 5 pe r cen t o f 199 2 
exports. 

NAFTA effects on export 

Agricultural good s 

In principle , th e specia l quota s fo r Caribbea n 
sugar i n th e U S marke t ar e unaffecte d b y 
NAFTA. Sugar is a highly sensitive sector in th e 
United State s and, as a result, the origina l plan s 
for liberalisin g import s of Mexican suga r had t o 
be replaced at the eleventh hour by much tighte r 
controls. The so-calle d two-yea r rul e was elimi-

nated, under which, after year 6, if Mexico was a 
net surplu s producer s fo r tw o years , i t coul d 
export its entire surplus to the US. Between years 
7 and 14 , there will be a new ceiling on Mexico' s 
duty-free suga r export s t o th e U S o f 250,00 0 
tonnes, o r Mexico' s ne t productio n surplus , 
whichever i s lower . Thi s compare s wit h a  prio r 
level of 150,000 tonnes, to be increased by 10 per 
cent eac h year . 

There i s some danger however that Caribbea n 
producers wil l fin d thei r U S quota s squeezed . 
Unlike th e EU quota s they are not fixed for an y 
length o f tim e bu t ca n b e varie d fro m yea r t o 
year. Wit h a  fixed  quot a fo r Mexico , no w a t a 
higher leve l afte r 7  year s tha n earlie r planned , 
Caribbean quota s ar e likely t o reflec t -  inverse -
ly - U S productio n levels . 

Exports o f sugar to Canada ar e small overall , 
but quit e significan t fo r Barbado s an d Belize . 
Respectively the y represent $1. 4 million (o r 1. 7 
per cent of total exports to the OECD) an d $5. 0 
million (o r 4.4 per cent of exports). They benefi t 
from CARIBCA N provision s and , unles s thes e 
are changed , ar e no t likel y t o be much affected . 
Barbados rum i s an importan t expor t t o Canad a 
but i t is not subjec t t o tariff or non-tariff barrier s 
(other than excis e duties which wil l still remai n 
in force o n import s from Mexico) . 

Caribbean export s o f other ra w or processe d 
agricultural good s t o Nort h Americ a countrie s 
will not be greatly affected b y NAFTA. The mai n 
effect i s likely to be through investmen t i n foo d 
processing industrie s i n Mexic o (se e Chapte r 
VI). Thi s coul d imping e o n th e Caribbea n i n a 
number o f sector s includin g ethanol . Jamaic a 
exported nearl y $9 million of ethanol t o the U S 
in 1992 . Thes e sale s coul d b e endangere d b y 
reduced costs through additional investment an d 
economies o f scale i n th e muc h large r Mexica n 
industry. 

Jamaica's recently expande d export s of trop-
ical orchard crops enter tariff-free, i n competitio n 
with Mexic o a s wel l a s California , Florid a an d 
Central America . Som e problem s wit h phyto -
sanitary conditions remaining , e.g . with mango s 
which could benefit from investment by US fruit -
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importing companies . Othe r venture s i n 
processed food s an d liv e plant s an d cu t flowers 
could benefi t fro m investmen t fro m NAFT A 
countries. 

Textiles and clothing 
The NAFT A effect s o n textile s an d clothin g i n 
Table 1 3 are based on a  partial equilibrium trad e 
model. These figures  mus t o f course b e take n a s 
tentative. Bu t the y d o giv e som e sens e o f th e 
orders of magnitude involve d i n trad e diversio n 
in the clothin g sector . The elasticit y o f deman d 
in the United States and Canada i s assumed to be 
unity. Suppl y elasticitie s i n al l source s ar e 
assumed t o equa l 1.5 . Th e calculation s tak e 
explicit accoun t o f th e Jamaica n 807 A opera -
tions, which accoun t fo r roughl y 9 6 per cen t o f 
textile produc t exports . A s MF A tariff s ar e 
phased out , thes e export s will  also be subject t o 
Asian competition though they do have the extra 
tariff margin of the tariff-free valu e added conten t 
of US-supplied fabrics , averaging roughly 7 5 per 
cent. Whe n MF A quota s ar e significantl y 
relaxed, that trade preference migh t not amoun t 
to very much, give n th e highe r price s o f fabric s 
on the US market than , say , in India . 

The upsho t i s trade diversio n o f from 3. 5 t o 
4.7 pe r cen t o f clothin g export s fro m th e 
Caribbean to Mexico (betwee n $13. 1 and $17. 6 
million out of $374 million), together with trad e 
creation o f 9. 3 t o 12. 4 pe r cen t i n favou r o f 
Mexico. Combining the UR and NAFTA effect s 
gives a  los s of expor t revenue s fo r Jamaica , th e 
worst affected o f the Commonwealth Caribbea n 
countries, of some $4 0 t o 44 million (3. 2 t o 3. 5 
per cent of total exports to OECD markets). O n 
the bas e o f a  muc h large r volum e o f export s 
Mexico experience s a  ne t effec t o f $4 0 t o 8 6 
million, or from 0. 1 t o 0.2 per cent o f exports. 

Trade diversio n t o Mexic o coul d b e seriou s 
over the next five to seven years. These figures do 
not, of course, include the more serious effects o f 
loss of markets to Eastern suppliers with the elim-
ination o f MF A quotas . Bu t tw o caveat s ar e i n 
order, both of which softe n th e seemingly blea k 
picture facin g th e Caribbea n appare l manufac -

tures. First, the phasing out of the MFA will  not 
start t o hav e significan t effect s unti l th e yea r 
2002. Ther e ar e fou r stage s i n th e phasin g ou t 
operation, th e beginnin g o f 1995 , 1998 , 200 2 
and finall y 2005 . However , th e rule s ar e suc h 
that, i n 199 5 and 1998 , the importin g countrie s 
can concentrat e o n removin g product s fro m 
control where quotas are under-utilised. Indeed , 
it will be possible to continue to protect the most 
sensitive products right up until 2005. Since i t is 
largely i n thos e good s -  wher e th e quota s ar e 
most constraining - tha t the new producers have 
developed thei r marke t share , the y wil l a t leas t 
have tim e t o becom e competitiv e wit h Asi a 
(which may be difficult) o r to diversify int o other 
sectors -  o r les s competitiv e subsector s o f th e 
clothing trade . 

Second, th e Caribbea n ha s th e grea t advan -
tage of proximity to the North American market . 
This reduce s transpor t cost s whic h enable s th e 
importers t o kee p inventorie s t o a  minimum . 
Further, 'ther e i s evidence tha t a s major Unite d 
States' appare l distributor s bega n t o instal l th e 
quick respons e informatio n technology.. . the y 
also begin t o find  tha t th e lon g delivery period s 
and larg e stockholding s tha t wer e an inevitabl e 
consequence o f dealing wit h th e Bi g Three an d 
other remot e supplier s becom e les s acceptable . 
Trade source s suggeste d tha t thes e factor s wer e 
becoming o f importanc e b y th e en d o f 1987 ' 
(Business International, 1989,91,127 , quoted by 
Vincent Cable , 1995) . I f tha t wa s alread y th e 
case in 1987 , how much mor e so is it today . 

Other industrial goods 
The effect s o f NAFT A o n othe r industria l 
exports are limited by the absence of tariffs unde r 
the CBER A an d CARIBCA N o n mos t export s 
to th e U S o r Canada . Eve n wher e th e CBER A 
(or MFN ) tarif f i s non-zero, tarif f rate s ar e gen -
erally low. Yet, as was pointed out, the utilisatio n 
rate fo r tariff-fre e CB I product s i s under 6 0 pe r 
cent. That mean s that some 40 to 50 per cent are 
subject t o full MF N tariffs . This could change as 
Caribbean exporter s become more familiar wit h 
the administrative system , but, for certain prod -
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Table 14 : Estimates of U R and NAFT A effects o n Commonwealt h Caribbea n appare l exports , $  m  and % 

ucts, there may be limits set by the rules of origin. 
There ma y b e n o sourc e o f suppl y fo r certai n 
inputs i n th e othe r beneficiar y countries , o r a t 
least none whic h i s economically viable . 

One suc h goo d i s acids an d derivative s (H S 
5125) of which th e Caribbean export s small bu t 
increasing quantities t o the US worth some $6 0 
million i n 1991 12. Th e MF N tariff , whic h fo r 
non-benefiting CB I export s become s th e 
Mexican tarif f margin , i s 5.1 pe r cent . Trinida d 
and Tobago exports $41 million of kerosene an d 
motor spirit s bu t th e MF N rat e o n thes e onl y 
averages 1.1 per cent with the CBI rate non-zer o 
at 0.5 per cent. On other products the MFN rat e 
is lo w an d th e Mexica n margi n o f n o grea t 
concern. On crude petroleum, the MFN rate does 
apply t o Trinida d an d Tobago' s export s a s i t i s 
excluded fro m th e CBI , but th e rat e o f only 0. 5 
per cen t i s hardly enoug h t o give Mexic o a  sig-
nificant competitiv e edge . O f course , th e lo w 
MFN tariff s o n a  numbe r o f Commonwealt h 
Caribbean exports to the US - mollusc s and crus-
taceans (0. 1 per cent), aluminium bases (0.2 pe r 
cent) - may  explain part of the low uptake of the 
CBI acces s terms . Nevertheless , th e potentia l 
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Country 

Antigua 

The Bahamas 

Barbados 
Belize 

Dominica 
Grenada 

Guyana 
Jamaica 
St. Lucia 
St. Vincent and 
the Grenadines 
Trinidad 

Total 
Mexico 

clothing expts. 
to OECD 

0.3 

0.1 
7.7 

19.0 

0.2 
0.3 
4.3 

320.9 
20.3 

3.5 

1.6 
378.2 

1,000.4 

effects of UR 

0.0 

0.0 

-0.7 
-1.7 

0.0 
0.0 

-0.4 

-28.6 
-1.8 
-0.3 

-0.1 
-33.7 
-89.0 

exports, to 
North America 

0.3 

0.1 

7.6 

18.9 
0.2 

0.3 
4.3 

317.2 
20.2 

3.5 

1.5 
374.1 
987.6 

ΝΑFTΑ effects 

low variant hig h variant 

$m. 

0.0 0. 0 

0.0 0. 0 
-0.3 -0. 4 
-0.7 -0. 9 

0.0 0. 0 
0.0 0. 0 

-0.2 -0. 2 

-11.1 -14. 9 
-0.7 -0. 9 
-0.1 -0. 2 

-0.1 -0. 1 

-13.1 -17. 6 
129.4 174. 8 

problems of meeting CBI rule s of origin criteri a 
and th e ne w tarif f margi n i n Mexico' s favou r 
must reduce, even i f marginally, the Caribbean' s 
future expor t opportunities . 

Appendix Tabl e 8  shows exports of the mai n 
non-traditional product s (excludin g apparel ) o f 
the Commonwealth Caribbea n countrie s t o th e 
OECD i n 1992 . Onl y thos e wher e th e 3-digi t 
grouping cover s a t leas t 0. 5 pe r cen t o f aggre -
gate export s t o th e OEC D ar e included . 
Alongside Commonwealth Caribbean countries ' 
exports to the US are Mexican exports to the US 
of th e sam e Standar d Internat iona l Trad e 
Classification (SITC ) group . I n nearl y al l case s 
Mexican export s ar e man y time s greate r tha n 
those o f the Caribbea n countr y o r countries . 

Exports o f trave l good s an d handbag s ar e a 
growth sector in Antigua and Barbuda and hav e 
been aided since 199 0 by preferential tarif f reduc-
tions in the US - the y have never been tarif f fre e 
under the CBERA with tariff-free entr y where all 
components ar e source d i n th e US . Fo r thos e 
that are not fully US-sourced , Mexico will enjo y 
substantial tarif f preferences of the order of 7 per 
cent when Mexican tariffs ar e eventually phase d 



total expts. 
to OECD 1991-92 

15.9 
971.4 

85.0 
115.2 

57.3 
22.0 

288.3 

1,230.3 
127.5 
92.8 

1,211.2 
4,216.9 

41,510.3 

UR/NAFTA effects as % 
total expts. to OECD 

low variant hig h variant 

-0.2 

0.0 
-1.1 
-2.0 

0.0 
-0.2 

-0.2 

-3.2 
-2.0 
-0.5 

0.0 
-1.1 
0.1 

per cent 

-3.0 
0.0 

-1.2 
-2.2 

0.0 
-0.2 
-0.2 

-3.5 
-2.2 
-0.5 

0.0 
-1.2 
0.2 

out. Chemica l export s ar e tariff-fre e unde r th e 
CBERA whil e Mexic o ha s enjoye d tariff-fre e 
entry unde r th e U S GS P scheme . N o majo r 
change i n relativ e competitivenes s i s likel y t o 
come directl y fro m NAFT A bu t ther e coul d b e 
an investment effect . 

Appendix Table 8 also shows that not al l th e 
non-traditional export s liste d ar e sol d predomi -
nantly in the US. The EU is an important marke t 
for non-electrical motor s (usuall y marine ) fro m 
Antigua an d Barbud a an d Barbado s an d boat s 
from a  number of countries. Travel goods , toile t 
preparations an d footwea r ar e als o exporte d t o 
the EU . Fo r thes e good s th e Commonwealt h 
Caribbean countrie s have onl y margina l prefer -
ences (throug h easie r rule s o f origin ) ove r 
non-ACP developing countries . 

The muc h greate r value o f Mexica n export s 
to th e U S i n nearl y al l th e identifie d produc t 
groups is not surprising. Market share is not itsel f 
a guarantee of future growth . There may  be areas 
where th e Caribbea n exporter s hav e a n advan -
tage i n th e exploitatio n o f nich e market s i n 
carefully differentiate d products , or where ther e 
is littl e competitio n wit h Mexica n producer s 

owing to low elasticities of substitution in supply 
and demand . Nevertheless , th e ver y siz e of th e 
competitive industr y ma y be of concern, simpl y 
through it s capacit y fo r predation . B y enterin g 
into head-on competition and taking advantag e 
of al l possibl e economie s o f scale , exploitin g 
exclusive marketin g arrangement s o r othe r 
restrictive practices , an d eventuall y dumping , 
the Mexican producers may be able, at some cost, 
to eliminat e th e Caribbea n producers . Eve n 
dumping might not elicit a US reaction i f domes-
tic production i s small or non-existent . 

The NAFT A effect s o n export s fro m 
Commonwealth Caribbean countries to Canada 
and Mexic o remai n t o b e considered . Canad a 
imports clothin g fro m a  numbe r o f 
Commonwealth Caribbea n countries . I n 199 2 
the tota l value was some $14 million , with $4. 3 
million source d i n Jamaica . Thes e export s wil l 
suffer th e doubl e blo w o f losin g th e protectio n 
afforded b y MFA quotas on lower cost Asian pro-
ducers becaus e o f th e phasin g ou t o f th e MFA , 
and a n advers e tarif f margi n vis-à-vis Mexico of 
over 2 0 pe r cent . On e mus t assum e tha t th e 
greater part of these exports will be lost , primar -
ily to the Asia n suppliers . 

Jamaica: Looking specifically t o prospects fo r 
Jamaican industria l exports , th e los s o f prefer -
ence margi n o n th e E U marke t wil l no t mak e 
diversification an y easier . Jamaica' s export s t o 
North Americ a ar e firmly  dominate d b y suga r 
and rum, alumina, bauxite and apparel. Jamaica's 
exports ar e mor e concentrate d no w tha n a 
decade ago . I n 198 0 i t exporte d 9 3 commodi -
ties: in 199 0 the number was 81 13. 

Outside o f apparel , th e NAFTA direc t trad e 
diversion effects are likely to be small for Jamaica. 
Jamaica's majo r non-appare l export s qualif y fo r 
tariff-free entr y t o the U S an d Canad a (thoug h 
there ca n stil l b e rule s o f origi n problems) . 
Jamaica's exports of bauxite and alumina are zero-
rated i n th e U S (bu t the y ar e product s als o o f 
Mexico). I n thes e sector s NAFTA coul d giv e a 
competitive advantag e t o Mexica n companie s 
as i t encourage s investmen t ther e (se e Chapte r 
VI). 

THE URUGUA Y ROUN D AN D NAFTA : TH E CHALLENG E FO R COMMONWEALT H CARIBBEA N COUNTRIE S 4 1 



The onl y curren t expor t product s i n whic h 
there migh t b e a  direc t NAFT A effec t ar e i n 
footwear an d cotto n fabric s wher e Mexic o wil l 
retain smal l tarif f preferenc e o f 3  t o 4  pe r cen t 
after th e transitio n period . Exports to the U S o f 
these tw o product s accounte d fo r $2. 3 millio n 
and $0. 5 million respectivel y i n 1992 , a total o f 
less than 0. 3 pe r cen t o f Jamaican exports . Bu t 
NAFTA coul d hav e a  furthe r an d mor e perni -
cious effect i n promoting investmen t i n Mexic o 
which could shut the door to potential Jamaica n 
industrial diversificatio n -  int o electronic s (b y 
Japanese and South East Asian companies), int o 
furniture an d woo d product s for example . 

Uruguay Round effects on imports 

The emphasi s i n mos t o f th e discussio n o f th e 
effects of the Uruguay Round is on its implications 
for export markets. The whole modus operandum 
of the negotiations was improving access through 
reducing impor t barriers . I n th e cas e o f th e 
Commonwealth Caribbean , the proposed cuts in 
the CARICO M commo n externa l tarif f wer e 
agreed well in advance of the end of the UR nego-
tiations, and independentl y o f them, thoug h th e 
reductions wer e take n a s meetin g th e U R 
improved access requirements of the CARICO M 
states. The liberalisation of import barriers was in 
no way dependent on a successful outcome to the 
Round. The Caribbean, has since the latter 1980s , 
increasingly appreciated the importance of liber-
alising th e impor t regim e i n th e interest s o n 
improving allocative efficiency throug h both lower 
costs of imported inputs and the gains from impor t 
competition. Th e Urugua y Roun d ma y hav e 
played some role in encouraging this trend towards 
a more outward attitude, but how important tha t 
role was is impossible to determine. But, if through 
encouraging liberalisatio n o f access, the U R ha s 
furthered th e structura l adjustmen t o f th e 
Commonwealth Caribbea n countries , particula r 
in developin g ne w genuinel y resource-base d 
export sector s t o replace dependency o n specia l 
preference, i t will have made some contributio n 
to offset th e negative direct impac t on exports . 
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However, CARICO M ha s a  rol e t o pla y i n 
further liberalisatio n an d enablin g th e exploita -
tion of whatever opportunities may exist for trade 
creation withi n th e region . CARICOM ha s no t 
yet developed int o a fully-fledged fre e trad e area , 
let alon e th e commo n marke t wit h fre e move -
ment of factors of production tha t i t formally se t 
as a target i n 1989 . Even th e Common Externa l 
Tariff (CET ) i s no t comprehensivel y applied . 
There ar e al l manner o f exceptions . Surcharge s 
and excis e dutie s i n additio n t o th e CE T tariff s 
are common . Th e Easter n Caribbea n Commo n 
Market (ECCM ) countrie s and Belize may apply 
lower rate s fo r non-compet in g products . 
Generally lower-than-CE T rate s are allowed fo r 
goods wher e ther e i s a  cos t o f livin g facto r an d 
higher-than-CET rate s wher e ther e i s a  tarif f 
revenue factor. Still , it is interesting that the jus-
tifications fo r divergin g fro m th e CE T d o no t 
include industria l protection . 

As regards Jamaica, substantia l reductions i n 
import barrier s occurre d a t th e beginnin g o f 
1995. These include d th e eliminatio n o f the so -
called stam p dutie s o n import s o f agricultura l 
products whic h wer e levie d i n additio n t o th e 
CARICOM CE T The y wer e pitche d t o offse t 
differences i n the CET. Where th e CET is zero -
as in th e cas e of chicken an d turke y wings , an d 
animal feeds - the y were set at 70 or 80 per cent; 
where the CET is at 40 per cent, the stamp duties 
were generally set at 32 to 36 per cent. Where th e 
CET rat e i s at a n intermediat e level , so too was 
the stam p duty rate . 

The elimination of stamp duties is expected t o 
cause considerabl e dislocatio n t o Jamaica n 
farming, particularly i n the poultry, pig and veg-
etable sectors. Already there are complaints tha t 
the larg e U S producer s ar e dumpin g poultr y 
wings and thighs , which ar e low-value by-prod -
ucts of breasts, on the Jamaican market . 

Conclusions 

The direct trade effects of the Uruguay Round are 
not ver y grea t i n themselves , bu t the y ar e con -
sistently negativ e fo r th e Commonweal t h 



Caribbean countries . For the region as a whole 
they are estimated to have a negative impact on 
exports equivalent to 3.6 per cent of exports to 
the OECD countries or roughly 2.4 per cent of all 
exports - ignorin g th e mino r gain s from lowe r 
import barrier s i n th e developin g countries . 
Discrepancies betwee n differen t countrie s ar e 
significant. Barbado s i s estimated t o los e 9  per 
cent of its exports to the OECD, but because of 
the greater significance of its trade with the Third 
World, that translates into roughly 3.8 per cent 
of total exports. Jamaica wil l lose about 5.1 per 
cent of exports to the OECD or 4.5 per cent of 
world exports. 

The impact of NAFTA is likely to be up to a 
half of that of the Uruguay Round in the area of 
clothing, but much less significant elsewhere . I 
have assume d a  major los s i n marke t shar e i n 
Commonwealth Caribbean exports with the pro-

gressive eliminatio n o f MF A quotas , whic h 
means that the UR effect i s greater than that of 
trade diversion to Mexico from NAFTA. Because 
Mexico will also enjoy the benefits of trade cre-
ation, it s estimate d NAFT A gain s easil y 
outweigh the UR losses. 

In othe r industria l sectors , i n particula r i n 
chemicals, NAFTA may lead to some little trade 
diversion awa y fro m th e Commonwealt h 
Caribbean toward s Mexico. Here th e potentia l 
indirect effects ar e likely to be greater than th e 
direct effects. Where there is a choice of invest-
ing in Trinidad an d Tobago or the Bahama s or 
Mexico, th e choic e o f locatio n wil l be signifi -
cantly biased towards the last, not only because 
there will be a slight tariff differential i n Mexico's 
favour but also because of the greater security of 
tariff-free access . Chapte r V I goe s int o thes e 
questions in some greater detail. 
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