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It is too late now to re-write history.

But all of the matters on which I address you today concerning the Caribbean’s relationship with Canada – some of which are complex and will be difficult to resolve – would be only of moot significance had the proposal, made in the 19th century, to constitute Canada and the Caribbean as a political and economic union, been put into effect.

A Mr. Spencer Jones, a member of the Conservative Party, was especially lyrical on the matter.  He described the federated Canada/Caribbean as one where “legislators from the smiling fields of Ontario and the ancient cities of the St. Lawrence would sit in Parliament with their fellow British Canadians from the lands of perpetual summer.”

Despite the failure to federate, Canada and the Caribbean have, for more than a century, enjoyed a special relationship in all aspects of their affairs – a relationship whose special attributes have not been matched in our region’s other bilateral dealings.

For example, Canada’s forgiveness of the official debt of the Caribbean countries was an act of generosity which made a significant difference to the financial circumstances of the countries concerned.  There has been no similar bilateral gesture of its scale and significance.
And the Federal Palm and the Federal Maple, as pragmatic representation of Canada’s support for the region, brought the region’s people together in a way that perhaps needs to be revisited today through new communication initiatives.

It is clear, however, that aspects of the Caribbean’s special relationship with Canada are likely to be significantly tested and substantially amended in the period immediately ahead.

To begin with, the environment within which Caricom/Canada’s relations take place, and the very substance of those relations will be affected by the dynamics of Caricom’s own integration process, as well as the nuances and dimensions of certain sub-regional political developments which appear to be in the offing.

Caricom’s trade and development relationship with Canada is likely to be profoundly adjusted in the next 18 months.  As far back as 2001 the two sides agreed to negotiate a “more mature trading relationship which builds on and enhances existing arrangements and fulfills the objective of the economic development of Caricom countries”.

That commitment was reiterated in July last year and given a new urgency by the conclusion of a new Economic Partnership Agreement between Cariforum countries and the European Union.

In addition to the pre-existing trade arrangement, Canada provides assistance to the Caribbean through CIDA’s Caribbean Regional Programme.  Part of the $600 million pledged over ten years has already been earmarked.  The manner in which the remainder can be most effectively deployed now stands to be considered.

Finally, elements of the Canada/Caricom relationship are determined by the scope and the workings of the Hemispheric Initiatives to which they are both parties.  A Summit of the Americas will soon take place and is planned to deal with matters in which Canada and Caricom have deep vested interests.

This presentation will provide perspective on these four matters.

1. A New Caricom/Canada Trade and Development Relationship  
I deal first with the prospects of a new Caricom/Canada trade and development relationship.

The economic relationship between Canada and the Caribbean are embodied in a fairly wide array of instruments of cooperation.

Principal among these are the 1979 Caricom/Canada Trade and Economic Cooperation Agreement, and Caribcan of 1986 which grants one-way duty free access to eligible goods from beneficiary countries in the English-Speaking Caribbean.  Caribbean countries are also eligible to trade with Canada on an MFN basis or under the auspices of Canada’s GPT.
Canada also has bilateral investment treaties with two Caricom States (Barbados and Trinidad & Tobago).  In addition, it has maintained a special facility, protected by an exemption under GATS, under which Caribbean workers are allowed to work in Canada on a temporary basis each year.

Despite the existence of Caribcan, the merchandise trade relationship between Canada and Caricom has not been particularly robust.

Such two-way trade has averaged just over US$700 million per year over the past ten years, with small overall trade surpluses in Caricom’s favour.(Caricom’s exports amount to US$390 million per year).
Caricom exports to Canada in fact represent only 4% of the region’s exports. 
In addition, compared to other trading partners in Europe and North America, Canada is also not a major source of regional imports – accounting on average for about 2%, as compared to 35% from the USA, 19% from Latin America and 13% from the European Union.

Significantly, although  the arrangements governing investment and the trade in services between Canada and Caricom have not been governed by preferential nor highly structured instruments, they have nonetheless reflected far more substantial flows and volumes.  Canada is, in fact, a very significant source of Foreign Direct Investment for Caricom.  It has indeed been estimated that Canada’s direct investment in Caribbean economies increased from a stock of $US$28 billion in 2000 to US$55 billion in 2006.

Caricom’s investment presence in the Canadian market has also increased from a stock of US$531 million in 2000 to US$760 million in 2006.

Available information also indicates that the two-way services trade between Caricom and Canada is far larger in volume (US$3 billion in 2006) and more dynamic in nature than merchandise trade.

In addition to the more conventional forms of services, Canada’s commercial relationship to our region, through the temporary movement of service providers, provides the region with over Can$50 million in remittances each year.

Taking these trends together, and having regard to developments in respect of Caricom’s other global and bilateral trade and economic relationships, it should be obvious that the current non-reciprocal and preferential merchandise trade regimes do not provide a stable nor substantial foundation on which to place the burden of the region’s future trade and economic relations with Canada.

It is even more palpable that, in the absence of extraordinary measures, a formal new economic arrangement focused on the trade in goods only is hardly likely to bring any dynamism either to Caricom’s export performance per se, or to Caribbean development in general.

First, although Caribcan preferences have been extended under a WTO waiver to December 2011, the ongoing difficulties the region has experienced in securing an extension of the CBI preferential regimes suggest that the continued enjoyment of trade preferences is time bound.

The time is therefore ripe for the region to lock-in existing market access arrangements for its exports of goods in new trade arrangements that cannot be successfully challenged in the WTO, and which can hence give predictability and security to investors and traders doing business in and with Caricom.

The matter takes on added urgency because the margin of preference that the Caribcan regime conferred on Caribbean exports has been significantly diminished by proliferation of other bilateral trade agreements Canada has entered into since 1986 and especially in the past decade.  Moreover, Canada has signaled its intention to undertake  further market liberalization during the Doha Development Round. This will make any preferences the Caribbean currently enjoys under Caribcan an even more depreciated and diminished asset.
But above all, the very robust flows of investment and the very large volume of trade in services which take place between Canada and some Caribbean economies, based on limited bilateral instruments, suggest that a modern, region-wide economic cooperation agreement between Canada and Caricom could do wonders for the purposes of Caribbean development.

These considerations, in part, set both the background and the context within which a new Trade and Development Agreement between Caricom and Canada will be negotiated over the next year.

Such negotiations will necessarily be influenced by the provisions of the new EPA which Caricom has just signed with Europe, and the MFN provision contained therein to the effect that Caricom will confer on Europe any more favourable terms and conditions it agrees to with any major trading nation, subsequent to the EPA coming into effect. 
 For its part, Canada has recently concluded FTA’s with countries of an equivalent development status as the Caribbean, such as Costa Rica, Peru and Colombia, and may, in large measure, feel that it should use the provisions of such agreements as the benchmarks to determine how far it should go in structuring a relationship with Caricom.  
A considerable effort will have to be engaged by the two sides to make any future trade arrangements between themselves compatible with Article XXIV of the GATT, and Article V of the GATS.

I touch here, briefly on some of the core issues that may have to be resolved from these various considerations.
The first and the most imposing issue concerns the way in which Development will be treated in a new relationship with Canada, and the need for a consensus on the matter.

 Canada is already a fully developed society and promotes free trade as a means by which such an already fully developed society may expand its horizons for growth.  It has organs of Government that treat trade and development as separate and compartmentalized concerns.

It is not so for Caricom.  We are not developed societies; our quest, in fact, is that of becoming fully developed.  Trade agreements therefore for the Caribbean merely set the market boundaries within which our development takes place.  But for us, development cannot be, and should not be separate and distinct from trade provisions.  Market access, measures to build capacity at the sectoral and institutional level, infrastructural development, human resource development, investment promotion and technological innovation are not means nor ends in themselves.  They must all reinforce each other and serve the purpose of adding to or leading to Caribbean development.

In its FTA with Peru, Canada treated development cooperation as a matter requiring a protocol in a separate chapter which constituted an adjunct to the trade provisions.

For the Caribbean, in a Trade and Development Agreement with a major partner, the provisions to promote development will be the primary focus and concern.  The region would not wish such provisions to be separate and distinct from the trade provisions, but rather, that should infuse all aspects of the Agreement. 
It has been so with the EPA between Cariforum and the EU.  A meaningful Agreement with Canada ought similarly to have all aspects of the instrument infused with developmental dimensions.

Secondly, a new Trade Agreement with Canada will have to be negotiated and notified to the WTO in the context of Article XXIV of GATT and Article V of GATS.

These call for the “substantial liberalization of trade in respect of goods, and substantial sectoral coverage” in relation to services.

There is no universally accepted definition as to what these concepts mean or entail.  However, evolving practice has given substance and meaning to the concepts.  And both Caricom, in its new EPA with the European Union, and Canada in its relations to developing States, have laid down markers as to how they propose to treat the two concepts in relation to the scope of market liberalization and its duration and phasing.
Where the Caribbean is concerned, the immediate policy implication is that the market liberalization commitments in respect of goods and services which it has agreed in its EPA with Europe will effectively represent the possible ceiling for its liberalization with Canada.

Caricom was guided by the principle that, in respect of goods, at least 90% of two-way trade should be liberalized, but in an asymmetrical manner that allowed the European Union to assume the larger proportion of the total liberalization and that allowed Caricom a longer period to phase in its obligations, taking into account fiscal considerations and the status of its sensitive industries.

Similar principles will guide it in structuring a new trade arrangement with Canada.

In negotiating the EPA with Europe, Caricom was also guided by the principle that the agreement had to recognize the integrity of Caricom’s own efforts to forge a CSME.  In that respect the EPA provisions gave special and differential treatment to Caricom’s own LDC’s in line with Article 164 of the Revised Treaty of Chaguaramas.  In addition in every sphere and in every field, Caricom has agreed to grant Europe lesser and slower liberalization than is provided to entities which have to function within its own CSME.

In deciding what should constitute 90% of substantially all trade between the two parties, Caricom’s position in relation to the EU was greatly assisted  by the decision of the EU to grant Caricom products 100% duty free, quota free access to its market.
For its part, while Caricom agreed to liberalize 86% of its imports from Europe over 25 years, the contribution to the tariff liberalization programme of the Cariforum countries was influenced by the fact that the Dominican Republic made the largest contribution to the overall package.

Unlike the EU, Canada is unlikely to undertake to liberalize 100% of its trade.  Since the number of countries contributing to Caricom’s liberalization with Canada will be less than with the EU, on the face of it Caricom countries will be exposed to the possibility of having to carry a greater burden of liberalization in its new Agreement with Canada were they to agree that the concept of substantially all trade, in the new arrangement with Canada, should be the same proportion of total two-way trade as obtained in its agreement with Europe.

Should Canada, as seems likely, find it impossible to offer 100% Duty Free, Quota Free access to its markets in its proposed new trade agreement with Caricom, the Caribbean will have only the highest justification for not undertaking the same level of market liberalization with Canada as it has under its EPA with the European Union.

Such an arrangement would require Canada to depart, in some measure, from the market liberalization provisions that have been agreed to with other developing countries in our Hemisphere.

On a related matter, it has already been signaled that Canada will expect that any development finance requirements which arise from the new trade deal with Caricom, will have to be met from the $600 million package which it has already  pledged to support the region’s development over the next 10 years.
There is every good reason why, in good faith, such a condition should be reviewed.  First, the amount would have been arrived at before any computation of the adjustment costs Caricom countries will incur in freeing their trade in goods with Canada,

Many Caribbean countries have come late to the business of trade liberalization.  Their access to the Canadian market will not be improved by a new reciprocal agreement with Canada; such will merely lock-in existing benefits.  Canada, however, will stand to benefit from access to a formerly protected market.  For most Caribbean countries, the net effect of such an arrangement will require them to make fiscal adjustments, adjustments to their production systems, and adjustments to enable their corporate systems to face competition in their domestic markets from larger, more efficient and more competitive Canadian enterprise.
In recognition of the likely scale of such adjustment costs, the European Union has been relatively generous in providing trade-related financial support for Cariforum in its EPA, in addition to its other financial support from other sources .

It might be that Canada might find it appropriate to support its new trade agreement with Caricom, not only from the $600 million programme, much of which has already been earmarked, but also from its Aid for Trade facility.
In addition, to help induce export dynamism, a new Trade and Development Agreement between Caricom and Canada should be structured to correct anomalies and legislative deficiencies in the treatment of Caribbean rum in the Canadian market, and to recalibrate the rules of origin applicable to Caribbean exports.
The issue of the treatment of the trade in services, and of investment in a new trade and development agreement between Canada and the Caribbean warrants its own separate exposition.

Suffice it to say that these are areas where, before the existence of formal region wide instruments of cooperation, great economic benefit in trade and investment flows have redounded to both sides.

Recognizing that the trade in goods element of the new EPA does not confer any significant new, net benefits to Caricom, the European Union has incorporated a services agreement in its EPA with the region that can redound significantly to the region’s advantage.

It has made commitments to liberalize arrangements for the temporary movement of service providers, on a scale that goes beyond its multilateral commitments, or any of the commitments it has entered into in any of its bilateral arrangements or under the Doha Round.  It has broken new ground in respect of its favourable treatment for the self-employed, independent contractors across sectors, and especially in the area of entertainment.  It has incorporated a protocol or cultural services into the EPA itself.
The EPA between the EU and the Caribbean has therefore given Caricom a chance of using the agreement to boost its development by providing the greatest and most far reaching liberalization in that economic sphere where Caricom is already and immediately competitive, and by doing so on terms that are more advantageous than any Europe has granted in its entire economic dealings.  A framework for dealing with mutual-recognition agreements, quotas and other such matters that can otherwise act as constraints to the  movement of service providers has also been embodied in the EPA.
Caricom and Canada, even in advance of a formal agreement in respect of services and investment, have already developed a robust set of trade and relations in those areas, to the mutual advantage of entities on both sides.

It is to be envisioned that any new Agreement will build on this, and enhance existing circumstances as envisioned when the decision was made in 2001 to seek to engineer a new, modern and more mature relationship between Canada and the Caribbean Community.

2. The Dynamics of Caricom’s Regional Integration
I clearly am not as well informed as I used to be on matters relating to the dynamics of Caricom’s own regional integration efforts.

The available evidence would, however, seem to indicate that the effort is now somewhat at large, overtaken by new uncertainties and risks, and needs to be refocused and re-energised early in the New Year.

The initiative has been conceived to involve, in the first instance, a programme to create a Single Market through the removal of over 400 restrictions that had hitherto stymied the free movement of goods, services, right of establishment of enterprise, the free movement of skills, and the free movement of capital.

That combined framework to reconstitute the region as a Single Market has been agreed and has been in the process of being implemented since 2006.

The next step was to move towards the creation of a single regional economy in accordance with a common development vision and following a plan of action to be executed over the period leading up to 2015.

It was envisioned that in the initial stages, and by the end of 2008 new regional regimes, in the form of a regional Financial Services Agreement, and a common Investment Code would have been signed and put in place.

Such instruments are necessary in their own right to help create a single virtual economy, but also to ensure that we have in place in the region harmonized arrangements governing vital aspects of our economic activities, especially in areas where we are seeking to break new ground in our extra-regional relations.

It becomes a bit of a nonsense, for instance, to have an EPA with the European Union and to negotiate a new Economic Agreement with Canada, including agreements on the Financial Services Sector and Investment, but not to have functioning agreements in similar areas among Caricom States themselves.

The creation of the Single Economy was also intended to make provision for harmonization and coordination across a wide array of institutional, legal, regulatory and developmental areas.

Common or similar reporting, regulatory and incentive regimes across the entire region would not only help to create a virtual single economy, but would vastly improve the conditions for doing business and lead to the saving of millions of dollars of costs.

The effort would not entail any lost of sovereignty.

The move towards a Single Economy was also intended to lead to the coordinated development of sectoral programmes and policies, aimed especially at rationalizing how the region minimizes the dislocation arising from the reduction of its dependence on some of its sunset industries, and grasp on a coordinated basis, the opportunity to promote growth from new sunrise industries.

In this regard, the Jagdeo Initiative was devised and agreed as the framework to guide the region’s response to the challenges and opportunities of coordinating policies and programmes in the agricultural sector.  Food security, on a regional basis, which seemed to be out of the reach of individual Caribbean States, was seen to be one of the highly desirable outcomes.

The programme for the creation of the Single Economy also envisioned the eventual coordination and harmonization of macro-economy policy and the establishment of the conditions, by 2015, to support a common currency and a full economic union.
To build a strong foundation for the Single Economy, a new Regional  Competition Commission has been created to ensure that the Single Regional Market becomes not only a free but a fair market.
Similarly, the creation of the CSME was designed to make special arrangements to minimize economic polarization and inequality in the distribution of benefits.

A programme of special and differential treatment for those countries classed as the region’s LDC’s was embodied in Chapter 7 of the Revised Treaty of Chagaramas, with a special role for a new Regional Development Fund in such a context.  This Fund has been brought into existence and has been partly capitalized.   

These two initiatives point to that which can be achieved once the will exists.  Such a will should be reflected in a strong urgency to make the CSME work effectively by supporting it, where necessary, with new complementary institutional arrangements.

On this matter, from the very outset the provision of common services and functional cooperation across a number of vital social services was made one of the three pillars of the regional integration movement.

To address emerging issues regarding the distribution of economic benefits ensuing from integration, and given the importance of an enhanced social capital as a driver of economic growth and integration, the scope and purposes of Functional Cooperation within the movement were revisited with a view to making it an important force in the working of the CSME itself..

A Special Task Force on the matter was created, and its recommendations are awaiting implementation.

Clearly, there has been some slippage from the intended time table for the creation of the Single Economy.

The region has effectively lost a year.

In some quarters, concerns have been expressed about the loss of sovereignty.

In others, the view has been expressed that the social obligations arising from the arrangements for the movement of people threaten to overwhelm the capacity of the country’s social services.

In addition, issues about the type of governance arrangements that would be necessary to help put in place and make a single economy work as such, have not been resolved.

It would also appear that there is always the tendency in times of economic volatility and uncertainty, such as now exists globally and in the region, for recourse to be made to inward looking and highly protectionist devices.

It is probably the case that the slow, hesitating march towards the creation of the Single Economy has been prompted by the confluence of all of these adverse factors and considerations.

However, it would be tragic and potentially catastrophic for the region’s affairs to be allowed to hang in this state of contingency.

For not only will the potential real benefits from economic integration be lost, but the region will also find itself in the totally untenable position of having in place, or seeking to put in place, instruments of economic cooperation with extra-regional entities that are superior in scope and functioning to those it has among its member States. 
The proposal to create a new economic space and a new form of governance involving some OECS countries and Trinidad and Tobago has therefore been prompted by concern that the purposes sought by the plan to create a Single Caribbean Economy will either not be achieved, or will not be achieved in a timely fashion.

This proposal now exists only as a broad concept, and is the subject of the work of a Task Force which has been called into existence to give it structure and function.

Given that the proposal is conditioned by the presumption that the Single Economy will not be created in a timely fashion, we can await the outcome of special meetings early in 2009 on the way forward of the CSME itself before casting a judgement on this new proposal.

3. Canada’s Regional Programme
The Canadian International Development Agency, through its new regional programme, is planning over the next ten years to increase its development assistance to the Caribbean region from $30 million per year to $600 million over ten years.

The major new projects, including initiatives to help implement the CSME, support the region’s response to natural disasters, strengthen systems of democratic governance and foster human capital formation are all vital.
There are, however, two areas where greater emphasis should be placed in the allocation of financial support to the region.

The first stems from the fact that you can never succeed in creating a community without putting in place effective means of communications.

The effort to create a Caribbean Community has been bedeviled by the absence or parlous state of air and sea transport facilities.  In addition, the effort to bring the people of the region closer together through the creation of Caribvision is facing an uncertain future.

Canada’s initial instincts when the Caribbean sought to constitute itself as a federal nation was to provide means of transport in part to address the prevailing communications deficit. That deficit has widened, and has assumed new, more adverse dimensions. The programming of resources to address the region’s “communications deficit” would therefore be highly impactful.
Secondly, despite the travails in the global economy, the Caribbean has perhaps a greater chance than ever before to realize high or full development.

This is because the revolution in information and communication technology has so re-defined the conditions which determine the competitive advantage of nations as to give countries that pay attention to pursuing skill-intensive, knowledge-based approaches to development a real chance at success.
Caricom States are seeking to follow this approach to their development.

However, a sustained and substantial investment has to be made to bring such countries fully into the Information Age in order for this approach to become a feasible option for most Caricom countries.
Development cooperation aimed at helping to implement E-Government strategies, programmes to take the internet and the computer into the community and into the education sector, and to generalize their use across the entire economic system and the private sector would make all of the difference to Caribbean development.

Such a programme, however, is expensive and beyond the means of most Governments and the Civil Society.  But it is sorely needed across the entire Caribbean.
Such an initiative has not yet found its way into CIDA’s Programme for the Region.

The joint programme of the $600 million intended to be deployed in the region over the next 10 years might help to highlight these as new priorities.

4. Hemispheric Initiatives
I close on the call for CIDA to support a Connectivity Agenda for the Region as a way of establishing the basis for Caricom and Canada to continue to seek to have their relations work themselves out in a Hemispheric Arena.

It will be recalled that at various Summits of the Americas, initiatives of the most far-reaching scope and ambition were articulated with the objective to create a new, more cohesive, more prosperous Society of the Americas.

At Miami in 1994, plans were laid to form the FTAA and for Capital Market Development.  In Chile, these were amplified by a programme for Hemispheric Human Resource Development.

In Quebec, in 2001, the third Summit of the Americas, as the first for the 21st century, was made distinguished and potentially historic by the agreement on a connectivity Agenda for the Hemisphere.
It had as its purpose plans for the diffusion of the benefits of the revolution in information technology all across the Hemisphere.

The plans that have been agreed to at the various Summits of the Americas since 1994 have been splendid in the loftiness of their ambition.

Sadly, that has been matched in scope only by the indifference of those within the Hemisphere in a position to give effective leadership, to do so in a meaningful way on the Hemisphere’s behalf.

As such, no new resources beyond those available through the IADB were proposed; no new institutions to give energy and purpose to the Hemisphere’s plans for development have been created and pressed into service.

The various Plans of Action agreed to at the various Summits of the Americas stand now as silent monuments of hemispheric inertia and indifference.

In a few months time, the leaders of the Hemisphere will gather again at another Summit of the Americas.

The Draft Declaration of this Summit sets out a Hemispheric Programme to treat to issues relating to Energy and the Environment.  In today’s world of global warming and volatile energy circumstances, there is perhaps nothing that would more advance the joint interests of Canada and the Caribbean than to agree to, and to help fully implement a Hemispheric Programme that sets the Americas apart as the superior example as to how these two threats to human civilization should be addressed.

It will require leadership.  But that is precisely what has been lacking in our Hemispheric Affairs.

Canada has the moral authority and the economic might to provide much of that leadership.

It is therefore to be hoped that beyond the visionary new provisions it imbeds in its proposed new Trade and Development with Caricom, or in its Regional Technical Assistance Programme, Canada will exercise itself to the fullest to ensure a new spirit is brought to bear on the essential Hemispheric matters, without whose success our bilateral efforts will be to little or no avail.
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