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Introduction
Since the World Trade Organization conference in 1995 in Uruguay dubbed the “Uruguay Round”, countries in the Caribbean Community and Common Market (CARICOM) had to made changes to their trading policies to adopt a trade liberalization policy, in the belief that such actions will aide in making them stronger and be more involve in the global market. Perhaps, this may be true on some levels but the changes expected from these countries to gain the benefit of being involve in the global market come at costs that far outweigh the benefits. This write up will explore on a general level, some of these trade policies adjustments that CARICOM had to make under NAFTA. The paper will use some concepts from Jing Chen’s theories in ‘the physical foundation of economics’ to evaluate the effects of the changes to CARICOM countries trading policies on a border scale.
Upon signing the free trade agreements CARICOM countries agreed to make the following adjustments to their trading policies: eliminate trade restrictions, reduce tariffs to predetermined maximum level, give up preferential non-reciprocal treatment from European Union (especially from the UK), and were forbidden to apply tariffs on imports considered to be “non-competitive goods” such as poultry, dairy products, fruits and vegetables.. By agreeing to do the above CARICOM countries have seen detrimental effects on their GDP, agriculture sector, trading, and revenue earned from import duties and tariffs.
Eliminate Trade restrictions, Tariff ceilings
Countries were required to open their borders to other goods but were able to tax these goods. However, they were only allowed to do so within specified ranges as dictated by WTO agreements. Jamaica once forbid the imports of meat products and other dairy products were now required to open it borders to these products. This resulted in the flooding of imported US meat and dairy products (beef, poultry and milk powder) in the market as these were cheaper purchases than domestic products. Given strong outcry from local farmers of the negative effects on their livelihood, Jamaica had to call for anti-dumping legislations. 
Products that were once subjected to 200% import duties were now allowed the maximum of 40%, especially in the agricultural sector, which makes up about 16% of Jamaica GDP (WTO estimates). The overall effect of the elimination of trade restrictions and tariff ceiling is Jamaica being a net importer rather than a net exporter
. 
Some may argue that open border trading will help countries, especially developing countries but as the brief example of Jamaica shows, countries in the Caribbean region cannot compete with countries like the US and other bigger countries. Therefore, while they should be open to global market they should do so with special privileges, on the basis of their sizes both geographically and financially. The US which is known to provide subsidies to their farmers is able to export their agricultural products to developing countries such as Jamaica and other Caribbean countries very cheaply. Thus, these countries which suffers from high crimes, unstable economies, natural disasters and are highly dependent on exports of limited goods, cannot afford the high costs of investment in technology to upgrade their agricultural equipments to compete domestically; and will see to the lost in domestic self sufficiency and income producing activities. To further add to these countries demise, the next section will look at the loss of preferential treatment given to Caribbean agricultural goods from Europe importing countries for Sugar and Bananas. The WTO considers these preferential treatments to be in violation of its subsidy specifications and such should be abolished, to provide fair and level trading for all countries.

Elimination of Preferential treatment
CARICOM countries are highly export dependent on limited products mainly from agricultural sector where sugar, bananas, coffee, cocoa make up a large portion of their income
. Sugar is in fact Jamaica and Belize main source of income in the agricultural sector and is considered to be one of the chief money earners for Guyana where revenues in 2004 were “$121 million for Guyana alone, $70 million for Jamaica and $34 million for Belize”
 .  Therefore, the ending of preferential treatment for Caribbean countries will see to a drastic decline in revenues from agriculture. These countries which lack the capacity to compete in the global market will not only experience decline in revenues from the loss of preferential treatment but will also see an increase in crime, poverty and trade deficits and other social and economic disasters. To quantify these effects CARICOM reports that “…the unit value of 7 of their 11 most important exports fell between 1995 and 2000: For 5 of these exports, the decline was by more than 25 per cent. The trade deficit increased from US$1.2 billion in 1994 to US$3.4 billion in 2001.”  For a more a country specific view, the Food and Agricultural Organization reports that “Jamaica received about US$650 per tonne for sugar in the EU market against some US$220 in the world market”, under the Lomé Convention and EU preferential treatment. However, with the loss of the preferential treatment, income from sugar export has declined. The loss of $430 per tonne of sugar exports can be compared to the 2004 stated sugar contributions of $70 million to the WTO 1998 report, where Sugar contributed over US$100 million to the Jamaica GDP in 1997
, a whopping $30 million decline in a 7 year period. 
While this paper is not meant to be exhaustive by any means. It, however, gives some incite into the problems of the WTO agreements in relation to the effects on developing small CARICOM countries. In order for these countries to compete in on a global scale, they must be privy to preferential treatments. To further argue this point the next section will use some concepts from Jing Chen’s book ‘the physical foundation of economics an analytical thermodynamic theory’.
Jing Chen Theories and Concepts applications
The argument that CARICOM countries not given preferential treatment will see negative effects to their economies both economically and socially can become clear with the use of the Value and Production theories:

The Value Theory
The aspect of the theory that states that as the number of producers increase the value of the product decreases because of lost in scarcity holds true with the effects of trade liberalization for CARICOM. With protectionist behavior of trade restrictions and high markup on imported goods, especially in the food industry, meant that local goods were of greater value to GDP; in that, consumers had limited but sufficient supplies with no readily available substitutes. Therefore, they paid the asking prices for these goods, which would benefit local food producers and add to the GDP from revenues derived from import duties and preferential exports to European countries. 
As trade liberalization agreements became active CARICOM countries, domestic markets were inundated with food supplies (increase in producers), lost preferential exports in European market, and revenue from imported duties, result in an overall lost in the value of food industry to the CARICOM countries GDP. This is a consequence of their imports being higher than exports and as such the food industry is of little to no value to their GDP.

To further look at how these countries sizes, geographical locations and unstable economic conditions contribute to their demise from trade liberalization, the next section looks at the uncertainties faced by these countries affect their competitive stance. 

Production theory 
Given the location of CARICOM countries, in the Caribbean Sea, they are susceptible to natural disasters such as Hurricanes, Earthquakes, tropical storms and other climatic effects from global warming, such as droughts. The effects from these natural disasters will lead to significant losses in agricultural and food trades. In addition to these uncertainties, their financial weakness to invest in modern technologies that will aide in making their agricultural productions more efficient, will also contribute to their demise. Thus, their capacity to compete will be severely weaken with these trade liberalization agreements.
These small countries which have high uncertainties, high variable costs, and low fix costs cannot compete in large global markets dominated by countries such as the US, Canada, and larger developing countries such as China with high fix costs (technology, large labor market both skilled and unskilled labor, stronger and more stable financial economy, etc) to experience economies of scale in large markets from lower variable costs (lower investments in production). Whereas, CARICOM countries will incur significantly higher variable costs because of their lower fix costs and as such will not be able to survive in the global market. Therefore, preferential treatment is essential for these countries to ensure their survival in the global market.
Conclusion
CARICOM countries that once were highly dependent on agricultural exports for their incomes have now turn to other sectors such as the service and entertainment sectors from their income. The so call free trade advantages of opening these markets to foreign investments, cheaper inputs in production as not been to the benefit for these countries for several reasons. The negative effects of the trade liberalizations, poor economic performances, coupled with other socioeconomic factors have led to lost in jobs from exporting sector, increase in crime and  trade deficits. The increase in crime has proven to increase from illegal activities such as drug trafficking, extortions and other narcotic trades from the unemployed who need money turning to illegal means. These results in the lost of the so called foreign investment advantage in these countries are as foreigners are afraid to invest in business activities in these countries, and rightly so.

In also looking on the CARICOM countries that were able to make a living from focusing on service and entertainment sectors, are also affected by the increase in criminal activities. Jamaica which reported a total crime death of over 1500 deaths have witnessed some decline in tourism (main income generator), as foreigners are also afraid to vacation there; even though tourist areas are highly secured and relatively very safe. 
Thus, while some countries have found other sectors to depend on for their source of income, they too are still susceptible to the uncertainties and negative trickle down effects from trade liberalizations.
Appendix A

Food trade in 1990-94 and 1995-98 (annual average value, in million US$, and percentage change)

	Period
	Imports
	Exports
	Net imports

	1990-94 actual (a)

1995-98 actual (b)

1995-98 extrapolated (c) 1
(b) - (a) 2
(b) - (c) 2
	222

320

262

98 (44%)

58 (22%)
	184

213

224

29 (16%)

-11 (-5%)
	37

107

38

69 (185%)

69 (182%)


Agricultural trade in 1990-94 and 1995-98 (annual average value, in million US$, and percentage change)

	Period
	Imports
	Exports
	Net imports

	1990-94 actual (a)

1995-98 actual (b)

1995-98 extrapolated (c) 1
(b) - (a) 2
(b) - (c) 2
	258

389

309

130 (50%)

80 (26%)
	242

299

294

57 (24%)

5 (2%)
	17

90

15

73 (436%)

75 (514%)
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