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Preface

This document is an output of the work on trade and food security in the
Caribbean led by staff of the Trade and Markets Division of FAO in close
association with the implementation of the CARICOM/CARIFORUM
Regional Special Program for Food Security (RSPFS). The financial
contribution of the Italian Directorate for International Cooperation to
the FAO Trust Fund for Food Security and Food Safety made many of the
regional trade policy activities and the publication of this book possible.
The contribution of INEA researchers is recognized as being critical to the
completion of several chapters. The editors would like to acknowledge the
valuable input of all the participants at several workshops and training courses
on trade and food security held in the Caribbean region between 2004 and
2006. They also take this opportunity to thank Andrea Stoutland and Chrissi
Redfern for their assistance in preparing the volume for publication.







Foreword

FAO

Agricultural trade has been and continues to be a major factor determining
food security outcomes in Caribbean countries. In these small open
economies, exports are essential to income-earning opportunities, while
imports provide a large component of the food supply. This book discusses the
structural features characterizing these countries, and specifically the dynamic
relationships between trade and food security. It focuses on multilateral trade
negotiations, mainly those of the World Trade Organization; elaborates on
the implications for Caribbean agricultural and food sector performance
and policies; and introduces analytical tools for trade policy evaluation. It
benefits from training activities carried out by professionals of the Trade and
Markets Division collaborating with Italian and Caribbean counterparts who
work on trade policy issues in the Caribbean region. The activities leading to
the production and publication of this book were supported by FAO and the
Italian Directorate for International Cooperation.

Alexander Sarris
Director, Trade and Markets Division, FAO

INEA

In response to a request from the CARICOM Secretariat on behalf of its
member countries, the Italian Directorate for International Cooperation,
through its Trust Fund for Food Security and Food Safety, enabled FAO to
implement a project directed at improving food systems in the Caribbean
in collaboration with Italian agricultural sector technical institutions. The
general objective of the CARIFORUM Food Security Project is to improve
the food security situation of the CARIFORUM states by increasing the
availability and access to adequate quantities of safe, quality-assured food
products to food insecure and poor rural communities throughout the
region. National- and regional-level project activities were programmed.
At the regional level, activities focused on several themes, including trade
polices, community-level food security programming, food processing, food




value and safety. This book is one of many results of the activities that fell
within the trade policy component of the project. Italy’s National Institute of
Agricultural Economics (INEA) was actively involved in capacity-building
activities under that project component, particularly in organizing and
carrying out training in the areas of trade policy analysis and negotiations
and quality and safety requirements in international trade and marketing.
These are increasingly important concerns in agrifood trade as globalization
proceeds; and it is only through an agrifood system pursuing quality,
including recognition of the multifunctional role of agriculture, that it will be
possible to meet the expectations of today’s citizens and consumers.

Lino Rava
President, INEA, Rome, Italy

CARICOM/CARIFORUM Regional Special Program
for Food Security (RSPFS)

The Regional Project Management Unit (RPMU) of the CARICOM/
CARIFORUM RSPES is extremely pleased to be associated with this book,
which draws upon a number of capacity-building activities and trade-related
studies pursued under the trade facilitation area of Regional Food Security
project. The book is timely given that in recent years the multilateral,
hemispheric and regional trade and economic environment has experienced
profound changes with far-reaching consequences for food security in
all its dimensions: availability, accessibility, utilization/consumption and
stability. Trade liberalization, other trade reforms and the related negotiations
have already had and continue to have a significant impact on Caribbean
economies, particularly as a result of the challenges facing commodities
such as sugar, bananas and rice in traditional preferential markets. The book
examines various dimensions of trade policy and related issues of relevance
to the countries in the CARICOM/CARIFORUM region and presents
policy instruments to address trade and food security and rural development
linkages. It will serve as a useful guide and reference document for agricultural
trade policy analysts, trade negotiators, policy-makers and planners in both
the public and private sectors. The RPMU welcomed the opportunity to
work with a number of agencies and individuals during the preparation of
this book, most importantly, staff of the FAO Trade and Markets Division
and INEA.
Gregg Rawlins
Consultant Project Manager, CARICOM/CARIFORUM RSPFS
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Introduction

J.R. Deep Ford, Crescenzo dell’Aquila and Piero Conforti

Trade and food security in the Caribbean are tied together through a variety
of linkages rooted in the importance of exports and imports to these small
open economies. On the one hand, export-oriented economic activity is a
major source of foreign exchange and employment-based income-earning
opportunities (linked to both the supply and accessibility dimensions of
food security). On the other, imports are equally critical to nutritional and
stability dimensions of food security, as most of these countries are net
food importers. Analysing the dynamic relationships between trade and
food security is therefore important, especially in the wake of the profound
changes occurring in the multilateral, hemispheric and regional economic
environment. Agricultural trade liberalization, and trade reform in general,
have significant impacts on all dimensions of food security for Caribbean
countries — availability, access, utilization and stability.

The book examines the various dimensions of agricultural trade and food
security of Caribbean countries. It focuses on multilateral trade negotiations,
mainly those of the World Trade Organization, and its implications for
Caribbean agricultural and food sector performance and policies. Moreover,
it presents policy instruments to analyse and address linkages between trade,
and food security and rural development.

Chapters 1 and 2 serve as an introduction to the major linkages between
trade policy, trade and food security and presents small and vulnerable
economies in the framework of the ongoing WTO negotiations.

Chapter 1 outlines the complex linkages between agricultural trade, trade
policy and food security in the Caribbean. Different points of view on trade
policy are assessed and the main results of the Caribbean experience in the
recent decade of trade liberalization is analysed. While trade as an engine of
growth is a generally accepted perspective, the controversy over the impacts
of lowering tariffs on domestic food security is developed by considering
pros and cons of trade liberalization. If lowering tariffs should result in food
becoming more readily available and accessible to consumers, adjustment
impacts on small agricultural producers is also a relevant source of concerns




Agricultural trade policy and food security in the Caribbean

due to the strong link between agrifood systems and income-earning
opportunities in the region. The chapter draws the fundamental conclusion
that trade liberalization is not a sufficient condition for promoting economic
development, and calls for a more comprehensive and integrated Caribbean
policy, in which trade policy plays a central role in conjunction with other
sectoral, national and regional policies.

Chapter 2 discusses the understanding of small and vulnerable economies
(SVEs) in the WTO context, with special reference to Caribbean countries,
and defines the main negotiating issues relevant to their food security and
trade-related risks. The chapter indicates that the heterogeneity of developing
countries, and of the SVEs, can be assessed through a wide set of indicators,
and proposes ways of addressing such specificities in the WTO, that would
lessen the adverse impacts on food security and rural livelihoods. Two
alternative strategies might be employed in the WTO to frame appropriate
responses for the Caribbean countries: either assigning them additional
special and differential treatment (SDT), similar to those envisaged for LDCs;
or strengthening of the current SDT measures available to all developing
countries, with additional specific measures. While some WTO members
have expressed resistance to the creation of new subgroups there is also
wide acceptance of the need to address heterogeneity to facilitate a fuller
participation and better integration of SVEs into the global trading arena.

Chapter 3 and 4 focus on two major trade policy issues facing Caribbean
countries, proposed tariff cuts and its implications for their tariff profiles and
changes in preference regimes and the impact on the value of their exports.

Chapter 3 presents and evaluates the current agricultural tariff profiles for
12 Caribbean countries in the context of the main tariff reduction formulae
debated in the WTO Doha Round of negotiations. The tariff profiles
represent the current policy treatment meted out to the sector in general, and
to some commodities in particular. The chapter emphasizes management of
tariff policy as an instrument for promoting the domestic objectives of food
security and viable rural livelihoods in the face of increasing globalization,
and calls for an appropriate sensitivity in tariff setting. However distortionary,
tariffs can enable local communities to produce food with a lower threat of
subsidized imports displacing their products in the market, and can create
an enabling environment for diversification into value added commodities.
Their role in this respect should be analysed comparatively along with that of
other policy measures. The chapter applies the main tariff reduction formulae
proposed by some WTO Members to the tariff structure of Caribbean
countries and demonstrates the likely impact of further tariff reduction on
the current policy flexibility. The chapter concludes with recommendations
on tariff management strategies in the WTO arena, and in relation to a
common external tariff structure for the Caribbean countries.
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Chapter 4 addresses trade preferences, another key trade policy issue for
the agrifood sector in the Caribbean. While preferential trade agreements
clash with the fundamental WTO principle of non-discrimination, they were
conceived as a primary tool to integrate developing countries into the world
trading system, to promote their growth and development, and above all to
benefit smaller and less diversified economies. The chapter reviews the logic,
structure and value of trade preferences, with reference to the main features
of the current ACP preferential system and the threat of preference erosion.
It discusses the role that preferential agreements might play in the future
of the Caribbean region and provides framework elements to be taken into
account for the definition of specific strategies. The gradual departure from
ACP preferences requires private and public investment strategies directed at
key products, such as sugar and bananas, aimed at reducing their dependency
upon preferences. Investment plans for both traditional and new export
products may gather resources from the partially eroded rents generated
by preferential trade, from the WTO SDT approach, from the generalized
system of preferences (GSP) and also from the European Partnership
Agreements (EPAs).

Chapter 5 and 6 present more detailed analysis on two WTO negotiations
themes of particular relevance to SVEs and already outlined in Chapter 2,
Special Products (SPs) and the Special Safeguard Mechanism (SSM).

The concept and identification of Special Products is dealt with in
Chapter 5, which also provides more general insights on the reason why
developing countries argued extensively on this point in the Doha round.
The chapter reinforces the importance of trade policy analysis capacity
building as it demonstrates an approach and a methodology for identifying
SPs. The indicators presented in this connection represent the criteria
outlined in the WTO 2004 Framework: food security, livelihood security and
rural development. These are employed to identify a list of possible special
products and results from Belize are presented as a Caribbean case study. The
chapter considers identification of special products at the regional level, with
a view to promoting regional integration and agricultural development.

Vulnerability to import surges is of particular concern to developing
countries that are endeavouring to develop their agricultural potential and
diversify production in order to enhance their food security and alleviate
poverty. A possible WTO Special Safeguard Mechanism (SSM) for dealing
with import surges and depressed import prices in developing countries is
analysed in Chapter 6. The concept of SSM has been accepted in the Doha
Round negotiations as an effective trade remedy specific to developing
countries and the chapter analyses alternative proposals in the negotiations
with a view to identifying a simple and effective SSM. The main findings refer
to: a) product eligibility for an SSM b) better and more appropriate options
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for price and volume safeguards and their trigger and remedy levels; and c)
empirical limitations in the identification of appropriate additional duties.

The following three chapters focus on trade policy related to three
commodities, which formed the core of Caribbean trade in the context of
the EU-ACP trade protocol : sugar, bananas and rice. These chapters partly
follow up on Chapter 4 on preferences, as they also aim at identifying ways
out of the situation of a gradual erosion of trade preferences.

Chapter 7 reviews the perspectives of the sugar sector in the Caribbean in
relation to two major policy changes: the implementation of the Everything
But Arms (EBA) initiative and the reform of the Common Market
Organization for sugar in the EU which results in major price declines for
ACP exporters of sugar to the EU. After a brief overview of the historical
background and present organization of sugar trade between the Caribbean
countries and the EU, the chapter discusses the expected outcomes of the
ongoing policy changes towards a more market-oriented regime. These
changes will deeply affect the position of the current exporters to the
European market, and it places pressure on the Caribbean sugar industry to
devise strategies to survive in a wider and more competitive environment.
The future for the Caribbean sugar industry appears challenging for at least
three reasons: a) the probable displacement of Caribbean sugar exports into
the EU; b) the stagnant trend in the demand for sugar in developed countries;
and c) the relatively limited opportunities for product differentiation (fair
trade, organic, bio-fuel). Opportunities for minimizing negative social
consequences and for building a long-term strategy for the sugar industry are
analysed with reference to the regional market, the EU-ACP relations, the
GSP framework and other forms of assistance.

The recent experience and future of the banana sector in the Caribbean is
discussed in Chapter 8. Particular attention is paid to the steady erosion of
the preferential market access, to the current precarious position of Caribbean
countries in world markets, and to the employment and food security
conditions of the rural population which depends on banana production and
trade. The chapter addresses trade policy issues from a regional perspective,
and draws mainly on production and trade experience within the Organisation
of Eastern Caribbean States (OECS), where the banana industry is one of the
main components of the economy. Several interventions and measures that
seek to ensure a meaningful interface between changes in the current policy
framework and food security are highlighted: the importance of both public
and private sector investment at the national level; the need to target niche
and specialty markets globally; and negotiating effectively within the WTO
on development measures such as SPs and Aid for Trade.

Rice production, trade policy and the impact of market developments on
rural development and food security in the Caribbean is the focus of Chapter
9. After a brief description of the world rice situation, the chapter turns
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to the Caribbean rice market, which is considered from a trade and food
security standpoint. For two countries of the region in particular, Guyana
and Suriname, rice trade under the EU-ACP preference schemes has been
an important source for government revenue that has been channelled into
national development initiatives. The chapter reviews the recent changes in
the EU rice support policy and how they have affected earnings and the ACP
competitive position. It concludes with elements of a strategy for supporting
rice industry development in the Caribbean, emphasising: a) the relevance
of intraregional opportunities for the sector; b) the need for strengthening
guarantees of a level playing field for Caribbean operators, who are often
competing on international markets against strongly subsidized competitors;
and c) the need to secure opportunities within EU-ACP EPAs.

The following two chapters deal with competitiveness of the Caribbean
agrifood sector in the context of trade liberalization from different angles and
emphasize some of the basic messages of the book: that trade liberalization
would not result in growth and development in rural areas unless domestic
producers and traders are able to increase production and marketing
efficiencies, and achieve quality levels and standards necessary to access
increased trading opportunities.

Chapter 10 provides an introduction to the conceptual framework of
competitiveness, considering increased market access as an opportunity.
It emphasises investment to develop supply-side capacity, enterprises
and entrepreneurship as the major route to achieving competitiveness
and sustainability. The chapter seeks to broaden the understanding of the
determinants of competitiveness and addresses these in order to facilitate the
transition of agricultural sectors from dependence on a few crops to greater
levels of diversification and value-added. The competitive position of several
Caribbean commodities is assessed with a qualitative approach and through
indicators derived from a Policy Analysis Matrix. Recommendations for
improving the competitiveness of the agricultural sector in the Caribbean
based on product differentiation and on reducing production costs are
made. Given the challenges to making the main traditional export products
competitive, because they require mostly cost reductions while opportunities
for product differentiation are limited, the promotion of non-traditional crops
and livestock products is recommended. The chapter concludes emphasising
the need for partnerships between the public and the private sectors to
ensure that factors influencing competitiveness are adequately addressed,
considering both the macroeconomic and microeconomic determinants.

Chapter 11 focuses on quality and safety standards as increasingly critical
factors affecting competitiveness in agrifood trade. The chapter presents a
description of various frameworks for addressing quality issues, and provides
references for understanding features and implications of the most common
food quality and safety regulations shielding developed markets. Specifically,
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the chapter: a) introduces the link between quality and safety standards and
supply management issues; b) discusses current features of the multilateral
institutional framework providing technical and legal references for national
legislation relevant to quality and safety of agrifood products; c) introduces
the major private quality assurance and certification schemes and discusses
their relationships with multilateral arrangements; and d) facilitates awareness
among institutions and operators of the growing relevance of quality and safety
standards, providing essential references for addressing them. The chapter
suggests that Caribbean countries and operators are facing a complex set of
public and private quality and safety rules, which pose serious organizational
and technological challenges for them. It suggests that these challenges can
be effectively faced by developing regional cooperation in the relevant areas,
using international assistance for institutional building, and participating
more effectively in international standard-setting organizations.

The last chapter, Chapter 12, aims at providing an introduction to
the more common tools that can be used in the quantitative analysis of
trade policies. An attempt is made to show how the linkages with food
security, agricultural development and rural development can be addressed.
Specifically, the chapter aims to: a) show the potentials of quantitative
analysis, while highlighting the associated challenges and limitations; b)
introduce different approaches and analytical frameworks; and c¢) facilitate
awareness of the availability of databases and computer based tools that can
be used as starting points for trade policy analysis. The overview of the major
approaches is organized considering the two wide categories of ex post and ex
ante policy analysis. Ex post approaches deepen some of the most common
descriptive indicators used for food security, trade and trade policy analysis,
while ex ante approaches introduce the main modelling frameworks available
and the related policy representation issues. Partial and general equilibrium
approaches are introduced, and reference is made to some of the more readily
accessible international data sets.

Chapter 12 is most directly aimed at supporting capacity building in the
area of trade policy analysis and food security linkages for the Caribbean.
However, it is worth emphasizing that all the chapters of this book share
this common goal — to provide agricultural trade policy analysts, trade
negotiators, policy-makers and planners, professionals in both the public and
private sectors, with current analytical approaches, frameworks and tools for
evaluating agricultural trade policy and its potential effects on agricultural
and rural development and food security. Attempting to provide effective,
up-to-date and analytical insights on agricultural trade policy and food
security in the Caribbean is, from our point of view, a valuable effort for
supporting regional food security.




