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FOREWORD

This publication represents a contribution by the Economic Commission for Latin America and the Caribbean (ECLAC)
and the Organization of American States (OAS) to an analysis of the potential and the opportunities for trade, investment,
and strategic partnerships between Central America, the Dominican Republic, and the Caribbean.

In October 2011 the OAS and FUNGLODE hosted a forum on "Economic Perspectives and Challenges for Central
America and the Caribbean in the Global Economy" in Santo Domingo, the Dominican Republic, where President Leonel
Fernandez and OAS Assistant Secretary-General Albert Ramdin asked for the support of ECLAC in conducting a study of
the potential and the challenges for fostering trade and investment between Central American and Caribbean countries.

This initiative expresses the spirit resulting from the meeting, in August 2011, of the Heads of State and Government
of the Central American Integration System (SICA, for its acronym in Spanish) and the Caribbean Community
(CARICOM) that met in San Salvador, El Salvador, to launch a new era of cooperation between Central America and the
Caribbean. The Government of El Salvador, serving at that time as pro tfempore chair of SICA, suggested that SICA-
CARICOM integration should be a priority, and it organized the third SICA-CARICOM Summit.

Recognizing that only with greater integration can the two sub-regions address common challenges of such a scale as
the global economic crisis, the OAS and the pro tempore SICA chair convened a SICA-CARICOM Meeting of CEOs with
a view to boosting economic relations and promoting the creation of businesses, as well as fostering trade and investment.

The challenge for both sub-regions is to promote economic diversification that will take account of their human
potential, labour markets and institutional capacity for sustaining the conditions that are key to growth and prosperity in
their societies.

This study covers the 14 countries of CARICOM: Antigua and Barbuda, the Bahamas, Barbados, Belize, Dominica,
Grenada, Guyana, Haiti, Jamaica, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines, Suriname, and
Trinidad and Tobago. It also analyzes the countries of Central America (Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua, and Panama) and the Dominican Republic, treating them as a single group under the denomination Central
America and the Dominican Republic (CA&DR), in recognition of their similarity and their membership (or, in the case of
the Dominican Republic, associate membership) in the Central American Integration System.

ECLAC and the OAS are making this report available to governments and the general public in Latin America and
the Caribbean as a way of demonstrating the importance of relations between the countries of the Caribbean and those of
Central America. The organizations hope in this way to contribute to a better understanding of the advantages and
challenges facing both sub-regions, and in particular to highlight the potential for achieving greater integration and creating
better living conditions for their citizens.

Alicia Bircena José Miguel Insulza
Executive Secretary Secretary-General
Economic Commission for Latin America and the Organization of American States (OAS)
Caribbean (ECLAC)
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INTRODUCTION

Since 1992, when the countries of CARICOM and the countrics of SICA held their first ministerial conference in
Honduras, the countries of both economic blocs have adopted the idea of strengthening their economic, social, and political
relations by establishing a permanent mechanism for cooperation between the two sub-regions. Over the last 20 years these
countries have joined together to achieve significant progress. However, there are still areas where work needs to be done
to reduce gaps and to bolster their trade and investment relations as a means of securing greater economic and social
development. The principal objective of this document is to provide a brief overview of the main characteristics of the two
sub-regions and their points of convergence or divergence, and to identify those arcas that could benefit from greater
cooperation and investment and trade opportunities.

This document is divided into five chapters. The first provides a brief description and comparison of the general
features of the countries examined, including questions relating to language, territory, population, and economic activities.
It also tracks and analyzes the economic relations among countries. The purpose of this chapter is to offer the reader a
general overview of what these two sub-regions are all about, their points of convergence, the progress they have made and
the challenges they will need to address jointly.

The second chapter looks at exports of goods between the two sub-regions. It is divided into two parts: the first
analyzes exports of goods from CARICOM countries to Central America and the Dominican Republic, by bloc and
bilaterally, using data reported by CARICOM as the export organization. The second part examines the exports from
CA&DR to CARICOM, by bloc and bilaterally, using data reported by Central America and the Dominican Republic as
exporters.

The third chapter seeks to identify services exports between the two economic blocs and to illustrate the importance
of trade in services for the economies examined. As in the previous chapter, the first part discusses exports of services from
CARICOM, while the second part deals with those from CA&DR. The chapter highlights the importance of tourism and
transport services.

The fourth chapter identifies investment flows between the two blocs, the firms that have made those investments,
and the experience that these investments can bring to efforts to boost relations between the two sub-regions. The first
section covers investments from CARICOM in CA&DR, while the second part looks at the reverse flows.

Finally, the fifth chapter discusses some opportunities for trade and investment that countries of CARICOM and
CA&DR could seize. It also highlights the experience of some key firms in the two sub-regions, as a source of guidance for
new undertakings and of pointers for those responsible for negotiating and designing public policies.






I.LOVERVIEW OF THE COUNTRIES OF CARICOM,
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CHARACTERIZATION OF THE COUNTRIES OF THE TWO SUB-REGIONS

CARICOM was created on 4 July 1973 with
signature, initially by Barbados, Guyana, Jamaica,
and Trinidad and Tobago, of the Treaty of
Chaguaramas. CARICOM currently has 15 full
members: Antigua and Barbuda (1974), the Bahamas
(1983), Barbados (1973), Belize (1974), Dominica
(1974), Grenada (1974), Guyana (1973), Haiti
(2002), Jamaica (1973), Montserrat (1974), Saint
Lucia (1974), Saint Kitts and Nevis (1974), Saint
Vincent and the Grenadines (1995), Suriname
(1995), and Trinidad and Tobago (1973). The main
objectives of CARICOM are to strengthen regional
economic integration, to encourage coordination of
members' external policies, and to boost functional
cooperation for economic, social, and cultural
development as well as cooperation in specific areas
such as health, education, and telecommunications.

As most of the members belong to the British
Commonwealth, the official language is English.
Although CARICOM members share similar
histories they reveal sharp differences in terms of
economic size and levels of development. The
richest country in the community, the Bahamas, had
a GDP per capita of $21,985 in 2010 while the figure
for the poorest country, Haiti, was only $671. In
terms of geography, the greater portion of the
territories is insular and coastal. Guyana is the
biggest country, with a land area of 196,850 km?,
which is greater than Nicaragua, the largest Central
American country.

The countries of CARICOM share three principal
characteristics that classify them as "Small Island
Developing States" (SIDS): i) as islands, they have
small territories with little possibility for agricultural
activity and are geared primarily to tourism; ii) they
are remote from major markets, a fact that entails

high transport costs and a lack of transport
infrastructure; and iii) they are highly vulnerable to
economic and natural shocks because of their great
dependency on international trade. Although the
United Nations recognized the particular features of
these states in 1994, no official criteria have been
established for classifying countries as SIDS.

The term CA&DR refers to the Dominican Republic
and the following Central American countries: Costa
Rica, El Salvador, Guatemala, Honduras, Nicaragua,
and Panama. These six countrics have a significant
level of integration within the SICA institutional
framework. That system was constituted on December
13, 1991 with signature of the Protocol to the Charter of
the Organization of Central American States (ODECA).
It entered formally into operation on February 1, 1993,
and now has the Dominican Republic as an associate
state. The basic objective of SICA is to pursuc the
integration of Central America in order to constitute it
as a sub-region of peace, freedom, democracy, and
development, sustained by the respect, protection, and
promotion of human rights.

The official language of the countries of CA&DR is
Spanish (see figure 1). Although their histories reveal
many points in common, these countries are fairly
heterogeneous, if to a lesser degree than those of
CARICOM. In 2010, Costa Rica and Panama had a
GDP per capita of $7,691 and $7,589, respectively
(less than in the richest countrics of CARICOM),
while the figure for Nicaragua was $1,132 (more than
in the poorest countries of CARICOM). In terms of
surface arca, Nicaragua has the largest territory, at
120,340 km? (less than the largest CARICOM
countries) while El Salvador, with 20,720 km?, was
the smallest (but larger than many of the smaller
CARICOM countries).

11
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FIGURE 1
CARICOM, CENTRAL AMERICA AND THE
DOMINICAN REPUBLIC: OFFICIAL LANGUAGES, 2010

Antigua and Barbuda Bahamas Barbados

Belize * Costa Rica Dominica

El Salvador Grenada Guatemala
Guyana ‘ 1 v Honduras
Jamaica Nicaragua Panama

Dominican Republic Saint Kitts and Saint Lucia

Saint Vincent and the

- ) Trinidad and T obago
Grenadines

- Spanish

- English French :\ Dutch

Source: ECLAC, based on official information from each country.
* 45% of the population speaks Spanish.

= Apart from Haiti and Suriname, where the official
language is French and Dutch, respectively, most
CARICOM countries have English as their official
language. In the case of Belize, although the official
language is English, 45% of the population speaks
Spanish. In CA&DR, Spanish is the official language
of all countries.

= Language could be a barrier to fostering closer trade
and investment relations between CARICOM and
CA&DR, but it could also be an incentive and a
point of rapprochement for achieving greater
complementarity.

= The population of the CARICOM countries stands at
nearly 17,000,000, or 2.5 million more than the total
population of Guatemala, the most populous Central
American country (see graph 1). As the most heavily
populated CARICOM country, Haiti has 60% of the
community's total population. Yet in terms of
population density, Barbados comes first, at 635
inhabitants per square kilometer, while in Guyana
and Suriname, the countries with the largest land
area, located in South America, population density is
only 3.8 and 3.4 Inhabitants per square kilometer,
respectively.

= The population of the CA&DR countries amounts to
more than 50 million. Guatemala, the most populous
country, has 14.4 million inhabitants, accounting for
more than 25% of the total CA&DR population. The
least populous country, Panama, has 3.5 million. In
terms of population density, El Salvador stands first
at 299 people per square kilometer.

GRAPH 1
CARICOM, CENTRAL AMERICA AND THE
DOMINICAN REPUBLIC: POPULATION, 2010
(In millions of inhabitants)
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Source: ECLAC, on the basis of information from World Development
Indicators.
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GRAPH 2
CARICOM, CENTRAL AMERICA AND THE
DOMINICAN REPUBLIC: SURFACE AREA, 2010
(In thousands of kms’)

Source: ECLAC, on the basis of information from World Development
Indicators.

The land area of CARICOM is 432,000 km?2,
equivalent to 81% of the surface area of CA&DR.
Excluding the land area of Guyana and Suriname,
which are located in South America, the CARICOM
countries would have the equivalent of 15% of the
CA&DR land area, i.e. a land area similar to that of
Panama (see graph 2). Partly as a reflection of this
small surface area, services and industry play a
greater role than agriculture in the economies of
these countries, as measured by GDP.

CA&DR has a land area of 534,000 km2 All
countries have coastlines, and the Dominican
Republic is indeed an island. Nicaragua, Honduras,
and Guatemala, the largest countries in geographic
terms, account for more than 60% of the CA&DR
land mass (more than 20% each), while El Salvador,
with the smallest surface area, accounts for less than
4%. These economies are also more heavily geared,
in terms of GDP, to services and industry.

GRAPH 3
CARICOM, CENTRAL AMERICA AND THE

DOMINICAN REPUBLIC: GDP AND GDP PER CAPITA,

GDP (Millions of dollars)
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CARICOM

CA&DR

BGDP ®GDP per capita

Source: ECLAC, on the basis of official information from each country.

The GDP of CARICOM countries amounted to $64
billion in 2010, i.e. 32% of the GDP of CA&DR in
that year (see graph 3). Trinidad and Tobago,
Jamaica, and the Bahamas accounted for the largest
share of CARICOM GDP, at 33%, 21%, and 12%
respectively. The principal economic activity in
CARICOM countries is services, which contribute
more than 64% of GDP. In some cases, such as the
Bahamas, this percentage is as high as 97% of GDP.
In the cases of Trinidad and Tobago and Guyana,
although services are the most important activity in
terms of GDP, mining and quarrying (in the first
case) and agriculture (in the second case) are very
important economic activities.
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GDP per capita in CARICOM is very similar to that
in CA&DR: $3,798 versus $3,812.70. This similarity
suggests roughly equivalent purchasing power and
the potential for trade and investment activities.

The GDP of CA&DR countries amounted to $198.6
billion in 2010. The Dominican Republic had the
greatest output, accounting for more than 26% of
total GDP in CA&DR, followed by Guatemala at
nearly 21%. Services represent the principal
economic activity in CA&DR, contributing more
than 60% to GDP in each of these countries except in
Honduras, where services represent slightly less than
50% of GDP. In all these countries industry is more
important than agriculture in terms of GDP.

In most of the CARICOM countries, services exports
represent a greater proportion of GDP than do goods
exports. Omnly for Barbados, Guyana, Haiti,
Suriname, and Trinidad and Tobago do exports of
goods outweigh those of services in terms of GDP.
Because Trinidad and Tobago accounts for 40% of
total exports of goods and services, the community
appears in general terms as a greater exporter of
goods than of services.

In all the countriecs of CA&DR, exports of goods
outweigh those of services in terms of GDP. The
Dominican Republic is the only country in this group
where the value of services exports approaches,
without exceeding, the value of goods exports.
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2} COOPERATION ARRANGEMENTS BETWEEN THE TWO SUB-REGIONS

FIGURE 2
CARICOM, CENTRAL AMERICA AND THE DOMINICAN REPUBLIC: MEETINGS AND COOPERATION
ARRANGEMENTS, 1992-2011
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= CARICOM and SICA have pursued a very active agenda since 1992, when the two sub-regions held their first
Ministerial Conference in Honduras. At that first meeting, the objective was to exchange viewpoints on the political and
economic challenges facing the two sub-regions, to identify areas of mutual interest and benefit, and to establish a
permanent mechanism for cooperation. The intervening years have seen significant progress with cooperative
arrangements between CARICOM and SICA, and the ministerial meetings (from 1992 to 1999) have now been replaced
by meetings of Heads of State and Government (since 1999). The main topics have related to trade and investment,
climate change and integrated risk management, security, cooperation in air and land transport, poverty reduction,
coordination of external policy, and tourism (see figure 2).

= Joint business seminars have been organized, such as the meeting of CEOs held in August 2011 to promote strategic
partnerships and opportunities in the areas of trade, investment, and tourism. At the same time, improving air and seca
transport services has been a fundamental topic for achieving closer commercial relations between the two sub-regions.
In this respect, signature of the Air Transport Agreement in the context of the Association of Caribbean States has been
an important milestone. The public and private sectors are working jointly to optimize maritime transport, freight
services, and the exchange of information on trade flows.

FIGURE 3
CARICOM, CENTRAL AMERICA AND THE DOMINICAN REPUBLIC: TRADE AND INVESTMENT AGREEMENTS

Haiti —Dominican
Republic Bilateral
Investment Treaty

Belize — El Salvador
Bilateral Investment
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Treat
Free Trade = Agreement Agreement Scope Agreement
Agreement T
NN
1998 1999 2001 2004 2006 2012

Source: ECLAC, on the basis of information from SICA and CARICOM.
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= Since 1996 the countries of SICA and CARICOM have shown an interest in negotiating a free-trade
agreement (FTA).

= The second Summit of Heads of State and Government issued instructions to initiate an FTA between SICA
and CARICOM, based on the 2004 agreement between Costa Rica and CARICOM.

= To date there are two FT As between members of SICA and CARICOM, two Partial Scope Agreements and
two Bilateral Investment Treaties. An agreement between the two sub-regions, then, will be a strong
incentive to boost trade and investment among member states (see figure 3).

= To encourage tourism within and between the two sub-regions, governments have placed importance on
having their tourism institutions collaborate to link the sub-regions in tourism promotion activities.
Consideration has also been given to eliminating short-term visas and to issuing business visas.
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