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Abstract 
 

The small island economies of the Caribbean Basin are presently engaged in negotiations with the 
European Union over the successor agreement to the Lomé IV Convention which grants non-reciprocal 
preferential access to the European market for exports of African, Caribbean and Pacific countries.  
Preliminary discussions have suggested the establishment of a Free Trade Area (FTA) between 
CARICOM group of countries and the European Union, eliminating tariff and non-tariff barriers.  This 
paper utilizes the Almost Ideal Demand System (AIDS) to compute import shares for SITC product 
groups in selected Caribbean economies.  These shares along with proposed average tariff reductions are 
utilized to forecast the potential revenue gain or loss resulting from the establishment of an FTA.  The 
preliminary results indicate that the smaller economies of the Caribbean Basin would suffer greater fiscal 
revenue loss from the establishment of an FTA. 
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INTRODUCTION 
 
 
In November 1996, the European Union circulated its “Green Paper” (see European Commission 

1996) which recommended a major alteration in its approach to cooperation with the African, 

Caribbean and Pacific (ACP) countries under the existing Lomé IV Convention.  This 

convention was signed on December 15th 1989 with a view to extending co-operation between 

the European Union (EU) and the ACP states in a number of areas including human rights, aid, 

industrial development and trade.  Since the signing of the Lomé IV convention, the global 

economy has undergone profound change.  The conclusion of the Uruguay Round at Marrakesh, 

Morroco on April 15, 1994 ushered in a process of full-scale liberalisation in both goods and 

services.  Moreover, the provisions of the present Lomé convention which were in force for the 

last decade expired on February 29, 2000.  A new agreement1 (the Coutonou Agreement) has 

since been concluded between the European Union and members of the ACP group (including 

CARICOM2) and contains a reformed aid package to better support development and poverty; 

proposals for new economic partnership agreements; and a political commitment to good 

governance and stability.  One of the major policy issues which has surfaced in the post-lomé 

discussions is the notion of reciprocity and its implications for the establishment of a Free Trade 

Agreement3 between the countries of the CARICOM basin and the European Union.  Of concern 

to some CARICOM governments is the potential loss of tariff revenues that may result from the 

establishment of a two-way preferential agreement between Europe and CARICOM. 

 

This paper seeks specifically to assess the potential impact of a reduction in import taxes on the 

revenues of selected member countries of CARICOM.  Section 2 discusses the Lomé IV 

convention, its central principles and weaknesses and outlines the core recommendations for 

change contained in the EU Green Paper.  Section 3 discusses the concept of a Free Trade Area 

(FTA) and explores the link between tariff liberalisation and the fiscal impact of trade taxes 

drawing from the contributions of Bhagwati and Panagariya (1996) and Greenaway and Milner 

(1991, 1993).  Section 4 of the study presents empirical facts on the degree of dependence of the 

various member states of CARICOM on revenues from trade taxes.  In Section 5, the properties 

                                                           
1 The Coutonou Agreement was signed in Benin in July 2000. 
 
2 This acronym refers to the Caribbean Community which consists of Antigua and Barbuda, the Bahamas, Barbados, 
Belize, Dominica, Grenada, Guyana, Jamaica, Montserrat, St. Kitts and Nevis, St. Lucia, St. Vincent and the 
Grenadines, Trinidad and Tobago and Suriname. 
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Trade Area. 



of the Almost Ideal Demand System (AIDS) of Deaton and Muellbauer (1980) are discussed.  

Section 6 utilises the AIDS model to estimate import share equations (inclusive and exclusive of 

tariffs) for trade with Europe and NAFTA.  The estimated shares are employed in the 

computation of import expenditures as well as trade taxes under two regimes - a Pre-FTA 

regime and an FTA regime.  Estimates of the potential impact of the reduction in trade taxes are 

also presented and some tentative conclusions are drawn about the potential effect of a REPA on 

the fiscal revenues of selected CARICOM member states.  The paper ends with a summary and 

conclusion. 

 

1. Preferential Trade Arrangements and CARICOM 

 

The first Lomé convention was signed in February 1975 and represented a significant instrument 

of development co-operation between the European Community (EEC) and 46 countries in 

Africa, the Caribbean and the Pacific.  Since 1975, four additional conventions have been signed, 

namely, Lomé II, Lomé III, Lomé IV and the Coutonou Agreement.  Table 1 provides a brief 

summary of the co-operative efforts between the EU and the ACP states since 1975.  The Lomé 

IV4 convention attempted specifically to extend co-operation between the European Union and 

the ACP states in a number of areas including human rights, aid, trade, industrial development 

and cultural activities.   

 

Table 1: Summary of Co-operative Efforts between Europe and the ACP Countries 

Date Signed Convention Period Covered Number of Countries 
   EU ACP 

February 1975 Lomé I 1975-1979 9 46 

December 1979 Lomé II 1980-1985 9 58 

December 1984 Lomé III 1986-1991 10 65 

December 1989 Lomé IV 1991-2000 12 68 

November 1995 Lomé IV 
(Revision) 

1996-2000 15 70 

July 2000 Coutonou 
Agreement 

2001-2020 15 77 

 

                                                           
4 The Lome IV convention was slightly different from its predecessors in that it provided for a mid-term review and 
for negotiations on a second financial protocol after the expiration of the first five years. 
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One of the central objectives of this convention was to develop, diversify and increase the trade 

of the ACP states in domestic, regional, intra-ACP, EU and international markets (See Article 

15a).  The provisions of the Lomé IV expired on February 29, 2000.  Since the Lomé IV 

convention was signed in 1989, the global economy has undergone profound change.  The 

decade of the 1990s witnessed considerable advance in the process of regionalism as well as the 

full-scale liberalization of trade in goods and services brought about by the conclusion of the 

Uruguay Round.  The birth of the WTO has now added a third institutional pillar to global 

economic affairs.  Issues affecting trade in goods and services are now managed exclusively by 

the WTO while matters of finance and development remain under the control of the IMF and the 

World Bank, respectively.  Indeed, global economic affairs are now exclusively and effectively 

organised by these institutions.5 

 

Several concerns were raised about Lomé IV6, namely, (i) Dependency and the lack of 

Diversification of ACP Economies, (ii) Ineffectiveness in the use of resources for Aid in ACP 

States (iii) Poor Governance Structures which hinder Co-operation and (iv) the Incompatibility 

of the Lomé Scheme with the new Provisions of the WTO.  An elaboration of these issues is 

presented in the ensuing paragraphs. 

 

(i)Dependency and Lack of Diversification in ACP States 

 

Several ACP countries currently benefit from price concessions and guaranteed access under the 

Lomé protocols for bananas, sugar, veal and rum.  It has been argued that the protocols on 

specific products (i.e. the issue of preferential access) have encouraged these states to remain 

heavily dependent on a few traditional primary products that are hardly competitive in the global 

market place.  Winters (1998), in his comments on the Green Paper, argued that preferential 

access has led to “a fixation on Europe as a partner, a fixation on preferences as the object of 

trade negotiations and a positive discouragement from exploring links with other countries”7  In 

the Caribbean environment, in particular, critics of preferential access argue that few of the 
                                                           
5 Already, attempts are being made by these organisations to co-ordinate global economic affairs.  At the WTO’s Ministerial 
Conference in Singapore, The Director-General of the WTO, Mr. Renato Ruggiero and IMF’s Managing Director, Mr. Michel 
Camdessus signed an agreement on co-operation covering a broad range of issues.  A similar agreement was also signed between 
the World Bank’ President and Mr. James Wolfensohn and Mr. Ruggiero at the World Bank’s headquarters in April 1997.  
 
6 See for instance Davenport et al (1995), European Commission (1996), European Centre for Development Policy Management 
(1996). 
 
7 See Winters (1998) “Green Paper on the relations between the European Union and the ACP countries: Comments on the trade 
options”  
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countries have managed to achieve any form of diversification in the range of products traded 

with the EU and emphasize the fact that the region still remains dependent on a limited range of 

agricultural (bananas, sugar, rice) and mineral (bauxite, alumina and petroleum) products. 

 

(ii) Ineffectiveness in the Use of Resources for Aid by the ACP 

 

Mosley and Hudson (1996) in their detailed study of several developing countries noted that the 

aid allocated by the EU to the ACP states under the umbrella of the convention has had a limited 

impact on investment and growth.  The reasons for this, as suggested by the Green Paper, 

revolve around the fact that the ACP countries have often proved themselves incapable of 

designing an institutional and policy approach conducive to effective budget programming and 

the management and monitoring of aid projects.  The apparent result of this is that few ACP 

countries seem to be capable of establishing consistent sectoral policies that maximise the use of 

aid resources. 

 

(iii) Poor Governance Structures in the ACP 

 

The third major criticism of the Lome IV revolved around the question of good governance.  The 

Green Paper argued that several ACP states are plagued by political instability; weak 

government institutions which are incapable of implementing development policies; organized 

violence and the spread of armed conflict.  As evidence of political instability, the European 

Union pointed to the emergence of civil war and ethnic conflicts in several of the African 

countries. 

 

(iv) Incompatibility of the Present Lomé Scheme with the new Provisions of the WTO 

 

The principle of most-favoured nation (MFN) treatment is the cornerstone of the present GATT 

agreement.  This principle prohibits members of the WTO from discriminating among 

themselves or from treating one member less favourably than another.  Since the Lomé 

convention grants preferential market access to some but not all developing countries, it has been 

argued that the present Lomé trade arrangement is incompatible with the WTO rules. 
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Based on these existing weaknesses, the EU recommended an alteration to the framework of co-

operation between itself and the ACP.  In particular, the Green Paper emphasised: 

 

(i) The strengthening of the political dimension of EU-ACP co-operation to give it new impetus 

(promotion of peace and stability and the rule of law and the management of global threats, 

solidarity (respect for democracy, civil, political, economic, cultural and social rights)); 

 

(ii) The re-organisation of the geographic coverage of the agreement. 

 

(iii) The opening up of the co-operation framework to offer a European response better geared 

to the current needs of the ACP states including those of their private sectors and civil society.  

As regards the alteration of the framework for co-operation, the EU recommended  

(1) differentiation  

(2)  stepping up of EURO-ACP dialogue on economic and social policies  

(3)  extending the co-operation agreement to reduce dependence on and improved co-operation 

in science and technology, education and training, industrial and economic co-operation. 

(4) greater participation by non-governmental bodies in co-operation relations. 

 

(iv) Greater emphasis on improvement of EU consistency vis-à-vis its relationship with ACP 

states.  In respect of the geographic coverage, the Green Paper proposed four options:-  (1) 

Maintenance of the status quo - a global agreement but with the same differentiation depending 

on the evolution and level of economic development of the recipient country; (2) Global 

agreement supplemented by bilateral agreements negotiated on a country-by-country basis; (3) 

Break-up of Lomé IV into regional agreements; (4) Establishment of an agreement with the 

LLDCs which can be opened up to non-ACP LLDCs. 

 

 

3 Regional Economic Partnership Agreement (REPA) between Europe and CARICOM: 
Some Theoretical Concerns 

 

The notion of reciprocity which was introduced into the current negotiations between the 

European Union and the ACP countries represents a de facto attempt at establishing a two-way 

preferential trading arrangement between Europe and members of the ACP group (including 

CARICOM).  In its document entitled "Guidelines for the Negotiation of New Co-operation 
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Agreements with the African, Caribbean and Pacific (ACP) countries"8, the European Union 

outlined the form of economic partnership that it envisaged with the countries of the ACP group. 

In the first phase (1998-2000), the EU would negotiate a framework agreement which would 

specify the ultimate objectives of economic co-operation with the ACP region, while outlining 

the regional sub-groups with which it sought to conclude economic partnership agreements 

during the second phase of the negotiations.  In the second phase (2000-2003), the process of 

economic co-operation would be enhanced through the creation of economic partnership 

agreements.  These would provide for the "gradual establishment of a free-trade area in 

accordance with the WTO rules and the common agricultural policy".  These proposals have 

now been “concretised” in the recently concluded Coutonou agreement.  An FTA (REPA), 

therefore, between CARICOM and the EU is one of the proposals which has surfaced in the 

ongoing EU-ACP discussions. 

 

The proposed FTA is seen by many as a viable means around the one way preferences 

established by the various Lomé accords and which are now in violation of several of the core 

principles enshrined in the Marrakesh Agreement.  This preferential agreement (FTA) requires 

the elimination of trade barriers between the CARICOM region and the EU with each partner 

maintaining separate trade barriers against the rest of the world.  Orthodox Vinerian integration 

analysis (See Viner (1950)) requires a comparison of the trade creating gains with the magnitude 

of the trade diverting losses before the overall net impact on a country’s welfare could be 

determined. 

 

The traditional Vinerian apparatus assumes that the FTA will be beneficial if imports from the 

EU displace higher-cost local production in CARICOM and lead, in the final analysis, to a 

reduction in domestic prices.  This will provide consumers with the advantage of being able to 

consume more at a cheaper price.  Alternatively, if the FTA allows the supplies from Europe to 

displace cheaper imports from the rest of the world and, in particular, from the USA, then trade 

diversion will result since the CARICOM region will have to expend more of its resources on 

expensive imports from the partner country. 

 

A full appreciation of trade creation and diversion requires a comparison of the production cost 

in each member country of the CARICOM region with the export price for the commodity 

charged by the EU.  If the price in the EU is lower than that in CARICOM then there is 
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considerable scope for trade creation provided that the demand for imports from the European 

Union remains relatively inelastic.  Obviously, the magnitude of the trade effects will depend on 

the extent to which imports from Europe are close or perfect substitutes for domestic production 

in CARICOM.  In the case of trade diversion, one really needs to be able to verify that the cost of 

producing the commodity in Europe is likely to exceed that in the rest of the world, i.e. the USA.  

Even if production costs were the same in both Europe and the USA, it is likely that the inclusion 

of transportation costs would most certainly make the goods emanating from the USA cheaper 

than those emanating from the EU. 

 

Several weaknesses have surfaced in the Vinerian theoretical apparatus.  One of the more 

important ones concerns the assessment of the distributional considerations that arise from 

preferential integration schemes.  In the context of CARICOM, the issue of the likely 

distribution of gains between the EU and CARICOM is of some significance.  In criticising the 

first wave of theorising on economic integration, Bhagwati and Panagariya (1996) and Bhagwati, 

Greenaway and Panagariya (1998) have argued that if the effect on a member country’s welfare 

is to be properly analysed then some attention ought to be devoted to examining the question of 

the transfer of revenues between members of an FTA following the abolition of tariffs.  These 

authors argue that the loss of tariff revenues on inter-member trade can outweigh the net 

gains that are usually identified in the Harberger-Johnson triangles9 and thus result in an 

overall welfare loss.  In short, the distributional considerations involved in a preferential trading 

arrangement can erase much of the static welfare gains that are identified using the Vinerian 

apparatus.  Thus unless issues relating to distribution of the gains under a Free Trade Agreement 

are carefully understood and considered, the existing orthodoxy for evaluating the effects of 

integration may offer no useful conclusions for FTAs between small and large countries.10  One 

of the more  critical distributional issues which arises in such FTAs concerns the fiscal impact of 

tariff liberalisation.  In the context of this study, the relevant question that arises is the following: 

What is the likely impact of a reduction in tariffs on the fiscal revenues of the small island 

economies of the CARICOM region following the establishment of an FTA between the 

European Union and CARICOM? 

 

                                                           
9 These triangles are the building blocs for the estimation of Vinerian trade creation gains [See Nicholls (1998) for a 
detailed discussion and extension of the methodology]. 
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small island economies and large economies especially where the smaller countries rely on trade taxes in their 
trading relationships with the larger economies. 



Yagci et al (1985) have noted that a reduction in tariffs tends, ceteris paribus, to reduce 

government revenues and to increase the quantum of imports.  This situation eventually worsens 

the budgetary position as well as the balance of payments of the respective member states.  

Greenaway and Milner (1991, 1993) have argued that that a reduction in the average tariff rate 

need not lead automatically to a loss in tariff revenues.  The precise impact on the revenues of 

the member state will depend on (a) the number of tariff line items that are above and below 

the maximum revenue tariff, (b) the level of the initial tariffs, (c) the nature of the tariff rate 

changes, (d) the share of those imports subject to high tariffs in total imports and (e) the own 

and cross price elasticities of import demand. 

 

Moreover, countries that are highly dependent on trade taxes as a source of revenue are likely to 

be more affected by the reduction in tariffs than countries that are not so dependent.  On this 

latter score of dependence, at least two studies in the Caribbean region have cautioned about the 

likely negative impact of trade liberalisation on the fiscal revenues of the smaller territories of 

the Eastern Caribbean region.11 

 

 

4: Stylised Facts about the Relationship between Trade Taxes and Government Revenue in 
the CARICOM region 

 
 
Fiscal Dependence of CARICOM on Trade Taxes 
 
The extent to which the FTA will impact on the revenues of any of the member states of 

CARICOM depends partly on the level of dependence of the given member country on trade 

taxes.  Greenaway and Milner (1991, 1993) suggest that the level of dependence on trade taxes 

can be measured by the ratio of revenues collected from international trade to total current tax 

revenue.  In addition, the level of dependence can also be guaged from two additional ratios, 

namely, (i) the ratio of import taxes to total current revenue and (ii) the ratio of import taxes to 

Gross Domestic Product. 

 

Appendix Table A1 presents computations of these ratios for the most recent year (1999) as well 

as an average for the period 1976-1999.  To permit more effective comparisons, an attempt was 

also made to classify each CARICOM member state by the degree of its dependence (DDT) on 

taxes as a source of government revenue.  For the purpose of this study, the following three 
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11 See Bourne, Nicholls and Ferguson (1999) and Stevens (1998). 



categories of dependence were utilized: low dependence (0<DDT<0.15), moderate dependence 

(0.15<DDT<0.3) and high dependence (0.3<DDT<1).  An analysis of the data indicates that 

among the CARICOM countries, revenue from taxes on imports ranged between 8.4 and 52.7 

per cent of total tax revenue in 1999 and between 7.2 and 47.9 per cent of total current revenue.  

On average, the region was moderately dependent on import tax revenues as a source of total tax 

revenue.  A closer examination of the data, however, indicates that five of the twelve CARICOM 

countries under study, primarily those belonging to the Organisation of Eastern Caribbean States 

(OECS) were highly dependent on revenue from taxes on imports as a source total tax revenue in 

1999 (specifically, The Bahamas, Dominica, Grenada, St. Kitts and Nevis, St. Lucia and St. 

Vincent and the Grenadines derived 52.7 per cent, 48.2 per cent, 49 per cent, 49 per cent, 52 per 

cent, 48.2 per cent of current revenue, respectively from taxes on imports).  By contrast, the 

more developed countries (MDCs) of CARICOM (Barbados, Guyana and Trinidad and Tobago) 

were least dependent on taxes from imports.  Among the MDCs, Jamaica was the most 

dependent on taxes from imports. 

 
Although the evolution of revenues from taxes on international trade varied significantly from 

country to country, their contribution to government revenue for the region as a whole, has 

increased steadily over the period under study.  Appendix Tables B1-B3 illustrate, in detail, the 

evolution of revenue from taxes on imports in the CARICOM region.  The table indicates that 

the value of tax revenue from imports for the entire CARICOM region amounted to US$443 

million in 1980.  The value of import duties increased steadily to US$620 million by 1990 and 

subsequently rose to US$987 million by 1999.  Over the period 1980 to 1999, import duties 

averaged US$646 million.  The contribution to total tax revenue and current revenue of these 

import duties increased from 13 per cent and 11.1 per cent in 1980 to 24.3 per cent and 21.6 per 

cent in 1999, respectively. 

 

The contribution of import tax revenues to fiscal revenues also varied for the countries under 

consideration.  Of the four MDCs, only the data for Jamaica closely mirror the evolution of 

import duties portrayed for the entire CARICOM region.  The pattern was reversed in the case of 

Barbados for which the contribution of import duties to current revenue declined progressively 

between 1976 (20.2 per cent) and 1999 (8.4 per cent).  Meanwhile in Guyana and Trinidad and 

Tobago, the contribution of import duties to current revenue fluctuated over the period.  The 

OECS countries were characterized by high ratios of trade tax dependency with relatively low 

coefficients of variation over the last two decades. 
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A further indicator of the degree of dependency of CARICOM countries on tax revenue from 

international trade can be derived from examining the proportion of import duties to Gross 

Domestic Product.  In general all CARICOM countries had relatively high ratios of import duties 

to GDP in 1997 when compared to the United States, the United Kingdom12 and several small 

open economies.  For the period 1980 to 1999, the ratio of taxes from imports to GDP averaged 

4.7 per cent for CARICOM.  With respect to the OECS group, an average ratio of 9.2 per cent 

was recorded for the period 1980-1999. 

 
The empirical analysis of the fiscal dependence of CARICOM countries on revenues from trade 

taxes has revealed three important findings.  First, the smaller countries of the OECS region are 

highly dependent on trade taxes as a source of government current tax revenues.  Second, the 

more developed countries of the CARICOM region are not very dependent on trade taxes as a 

source of current tax revenues.  Third, the CARICOM region as a whole is moderately dependent 

on taxes on imports as a source of government current tax revenues. 

 

 
5: An Almost Ideal Demand System (Aids) For Import Shares in CARICOM 
 
 
In this section, an attempt is made to examine the demand for imports of selected CARICOM 

countries from the two dominant global trading blocs13, namely the European Union and 

NAFTA.  These shares are estimated for trade with the two blocs using the Almost Ideal 

Demand System (AIDS) developed by Deaton and Muellbauer (1980, 1988).  Consider the 

following expenditure function14 for imports for each individual country of the CARICOM 

region. 
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12 These latter countries registered ratios of 0.3 per cent and 0.03 per cent, respectively, compared to 10.5 per cent 
for the CARICOM region. 
 
13 Import demand in the CARICOM area is generally satisfied from either one of two trade blocs.  Both the United 
States and Canada (which belong to NAFTA) are important trade markets while the other important trading partners 
are in Europe. 
 
14 This expenditure function is assumed to be non-decreasing in prices, homogenous of degree one in p and 
continuous in p for all strictly positive price vectors. 
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This defines the minimum expenditure on imports that is needed to obtain a specific utility level 

at given prices (see Parikh (1986, 1988)).  In the context of the CARICOM, it is assumed that 

most of the small island economies which make up the group are open and heavily dependent on 

imports for both intermediate and final consumption.  The utility of consumers in such 

economies tends to be dependent on the consumption of imports.  In this function15, p~ , is the 

vector of prices of the blocs that supply the imports to each of the respective CARICOM 

countries.  The Almost Ideal Demand Systems for each member country of CARICOM is 

derived from the expenditure function by differentiating the import expenditure function w.r.t. 

prices (Sheppard’s Lemma).   
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This logarithmic differentiation yields an equation for import shares as a function of import 

prices (export prices of each block) and utility 
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If each of the member countries of CARICOM is assumed to be a utility-maximizer, then total 

import expenditure y (which equals e(u, p~ )) can be inverted to yield utility (u) as a function of 

prices and y.  Substitution of this expression into the equation for the budget shares yields the 

following Almost Ideal Demand function in budget share form (equation 5): 
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The following restrictions are assumed to hold for this function: 
 
(a) Adding up Restrictions 
 

                                                           
15 The parameters of this function are assumed to satisfy certain restrictions. 
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In this particular specification16, yt  represents the total amount that has been expended on 

imports while wi represents the import share of the CARICOM member state with each of the 

global blocs, i.  The aggregate price index adopted in the study (i.e. the Stone Index) follows the 

recommendations of Deaton and Muellbauer (1980).  Since the purpose of our investigation is to 

determine the likely fiscal impact of a Free Trade Agreement between Europe and the member 

countries of CARICOM, the various AIDS models were estimated in two related stages. 

 

In the first stage, the AIDS model, (with tariff-inclusive17 prices for each member country’s 

trade with the European Union) was utilized to estimate import shares for each of the member 

countries of the CARICOM region.  These shares were utilized to derive import expenditure 

figures for each member’s trade with the European Union and NAFTA.  The estimated import 

expenditures were employed in the following regression equation to derive estimates for trade 

taxes.  The regression methodology is outlined briefly in the ensuing paragraph. 

 

 
                                                           
16 If concavity is to be assured for this import expenditure demand function of the AIDS variety, then the matrix of 
second-order partial derivatives w.r.t. prices should be negative semi-definite.  Shiells, Roland-Holst and Reinert 
(1993) argue that this property requires computation of the properties of the following matrix K 
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where δ is the Kronecker delta.  Negativity can be checked by establishing that each of the computed eigen-values, 
λi, of the K matrix are non-positive. 
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17 By the tariff inclusive price we are referring to the ad-valorem tariffs,  Pk = Pk+ tk Pk  where tk is the tariff charged 
by a member country of CARICOM on imports from the European Union. 
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represent revenues from trade taxes in country j; estimated import expenditures with each ith 
bloc; and total estimated expenditure on imports from all blocs, respectively. 
 
In the second stage, it is assumed that a Free Trade Area is formed between the European Union 

and CARICOM from 1995 so that import tariffs on goods emanating from Europe are eliminated 

i.e. (tk = 0).  The notion of a preferential trade area is therefore incorporated into the analysis by 

allowing prices to vary by the extent of the tariff reduction (i.e Pk = Pk – tk*Pk).  Import shares 

using the AIDS model (with tariff-exclusive prices for each member country’s trade with the 

European Union) were then computed.  These import shares were transformed into import 

expenditure figures for each CARICOM member’s trade with the EU and utilized to re-compute 

trade taxes in the trade tax equation.  Finally, the impact on fiscal revenues is ascertained as 

follows: 

 
( ) ( 00 =≠ −= kk tTaxtTaxTax )MMDM  

 
where DM – Change in revenues from trade taxes; 
 
where ( 0=ktTax )M    ~ Trade taxes in a REPA; 

 
( 0≠kt )M    ~ Trade taxes without a REPA. 

 
The computed values for DMTax are utilised to guage whether the proposed REPA between 

Europe and CARICOM results in a loss (-) or gain (+) in trade tax (imports) revenues. 

 

 

6: ESTIMATION RESULTS OF THE AIDS SHARE EQUATIONS 
 

The import share equations for both the Pre-REPA and REPA scenarios were estimated by Full 

Information Maximum Likelihood (FIML) following the suggestions of Ray and Chatterjee 

(1993) and Lewbel (1999).  The share equations for trade with NAFTA were derived by utilizing 

the adding-up constraints.  It is important to note here that if the errors are homoscedastic and 

non-autocorrelated, the point estimates should generally tend to be independent of whichever 

equation is dropped (see Lewbel (1999)).  The homogeneity and symmetry restrictions are 

treated as maintained hypotheses and are not subject to testing as recommended by Shiells et al 

(1993).  Estimation results are reported for two of the large CARICOM economies that have low 
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and moderate levels of dependence, respectively and for the OECS group that is highly 

dependent on trade taxes.  The results for these specific countries are generally quite 

representative of economies in CARICOM. 

 

For each of these countries, import prices from the European Union and NAFTA along with the 

real value of expenditures on all imports from the two blocs, NAFTA and the EU, were utilized 

to explain import shares of selected SITC product groups.  Given the difficulty with obtaining 

disaggregated import prices for the various commodities in CARICOM, unit values (four digit) 

of exports18 from the UK and USA, respectively with each CARICOM member state were 

utilised, where possible, to develop import price data for the various CARICOM member states.  

Tariff rates of the more important products were averaged and utilised to develop unweighted 

tariff estimates for the corresponding one-digit SITC commodities19. 

 

Estimation results using the restricted AIDS specification under the two regimes for Trinidad and 

Tobago, Jamaica and the OECS group are reported in Tables 2, 3 and 4, respectively.  In the case 

of Jamaica, the coefficients on import prices from each of the two blocs in the Food and Live 

Animals share equation carry the correct signs for both the Pre-REPA and REPA whereas the 

coefficient on the real volume of imports is incorrectly signed.  The Durbin-Watson statistics 

however are relatively low, indicating the presence of autocorrelation in these equations.  In the 

Chemicals sub-group, although the coefficients on the import prices from NAFTA as well as on 

the real import expenditure variable are significantly different from zero, they are incorrectly 

signed.  Similar results were also obtained for the manufactured goods sub-group.  As regards, 

the machinery and transportation sub-group, the overall fit of the equation is quite poor as 

evidenced by the low R-bar2 and Durbin-Watson statistics.  The insignificance of the coefficient 

on real import expenditure seems to suggest that only real imports prices from the EU and 

NAFTA matter in determining Jamaica’s import shares of machinery and transport equipment. 

 

Turning our attention to Trinidad and Tobago, several comments can be made about the 

maximum likelihood estimates.  In the case of the Food and Live Animals subgroup, the general 

fit of the share equations is relatively poor in both the Pre-REPA and REPA scenarios, despite 

                                                           
18 In the model therefore, declines in export prices for the respective SITC trade groups from the EU are expected to 
be accompanied by increases in the exports of the EU to the CARICOM member states relative to the exports from 
the NAFTA block. 
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and tariff schedules. 



the fact that the coefficients carry the correct signs.  The coefficients on import prices from the 

NAFTA bloc are insignificant at the 5% level suggesting that for this sub-group, import shares 

are largely determined by the real import expenditures and by the price of imported food and 

animals from the EU.  For the Chemicals sub-group, the coefficient on the real import 

expenditure variable is incorrectly signed in the share equations for both scenarios, while the 

coefficient on import prices from the EU is insignificant under the Pre-REPA regime.  This 

seems to suggest that the price of imported chemicals from the EU only becomes a significant 

determinant of import shares under the REPA scenario.  As regards manufactured goods, the 

general fit of the import share equations for Trinidad and Tobago’s trade with both blocs was 

satisfactory.  In both specifications (Pre-REPA and REPA), only the real import expenditure 

variable and import prices from the EU bloc were significant in the share equations.  The results 

for the machinery and transportation goods sub-group were similar except for the fact that the b 

coefficient (coefficient on the real volume of imports variable) was insignificant in both 

scenarios. 

 

The estimation results for the OECS group of countries generally fitted much better than for their 

counterparts in Trinidad and Tobago and Jamaica, respectively.  For the Food and Live Animals 

sub-group, all the coefficients were significant at the 5% level and were correctly signed.  

Similar results were obtained for the Chemicals sub-group.  As regards the manufactured goods 

and the machinery and transportation sub-groups, the coefficients on the real import expenditure 

variables were insignificant under both scenarios.  The import share equation under the REPA 

scenario fitted relatively poorly. 

 

It is quite important to mention some of the more important limitations of the econometric results 

especially in the context of FIML estimation.  First, the sample size utilized in the estimation 

consisted generally of less than 50 observations.  The FIML method generally relies on 

asymptotic properties for efficiency and consistency.  Such small sample sizes do violate the 

asymptotic properties of the estimator and may affect the statistical quality of the estimates.  

Second, the existence of heteroscedaticity and autocorrelation in many of the estimated equations 

does imply that the point estimates are dependent on which of the equations is dropped.  Third, 

no attempt has been made to utilize linear nonstationary regressor techniques to tackle possible 

non-stationary behaviour in prices, real import expenditure and import shares. 
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Table 2 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: JAMAICA)  

 
 

SITC 0: Food and Live Animals 
 

tk ≠ 0 ; Pre-REPA (FTA) 
Region α β  1γ  2γ  R-Bar2 D.W. 
EU  0.612 

(8.768) 
-0.0623 
(-6.697) 

-0.00052 
(-6.310) 

-0.00045 
(-7.792) 
 

0.739 1.343 

NAFTA 0.388 0.0623 0.00052 0.00045 
 

-* - 

tk = 0 ; REPA (FTA) 
EU 0.687 

(7.177) 
-0.064 
(-5.407) 

-0.0006 
(-5.059) 

-0.00043 
(7.428) 
 

0.621 1.099 
 

NAFTA 0.313 0.064 0.0006 0.00043 
 

- - 

 
SITC 5: Chemicals 

 
tk ≠  0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.546 

(7.247) 
-0.055 
(-5.27) 

-0.00064 
(-6.216) 

(0.00027) 
(2.624) 
 

0.702 1.073 

NAFTA 0.454 0.055 0.00064 -0.00027 
 

  

tk = 0 ; REPA (FTA) 
EU 0.594 

(6.515) 
-0.054 
(-4.560) 

-0.00073 
(-5.199) 

0.00034 
(2.938) 
 

0.613 1.039 

NAFTA 0.406 0.054 0.00073 -0.00034 
 

- - 

Note: Figures in parentheses represent t-values.  No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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Table 2 (Cont'd) 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: JAMAICA)  

 
 

 
SITC 6: Manufactured Goods 

 
tk ≠  0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.773 

(11.304) 
0.082 
(-8.535) 

-0.00056 
(-5.082) 

0.00044 
(3.715) 
 

0.781 2.019 

NAFTA 0.228 -0.082 0.00056 -0.00044 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.839 

(10.501) 
0.084 
(-7.998) 

-0.00068 
(-4.837) 
 

0.0005 0.752 2.048 

NAFTA 0.161 -0.084 0.00068 -0.0005 - - 
 

 
SITC 7: Machinery & Transport Equipment 

 
tk ≠  0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.391 

(1.455) 
-0.022 
(-0.539) 

-0.0002 
(-4.644) 

-0.0003 
(2.011) 
 

0.507 0.728 

NAFTA 0.609 0.022 0.0002 0.0003 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.310 

(1.007) 
-0.016 
(-0.382) 

-0.0003 
(-3.558) 

-0.0005 
(-2.761) 
 

0.437 0.753 

NAFTA 0.690 0.016 0.0003 0.0005 
 

- - 

Note: Figures in parentheses represent t-values.   No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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Table 3 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: TRINIDAD &TOBAGO)  

 
 

SITC 0: Food and Live Animals 
 

tk ≠ 0 ; Pre-REPA (FTA) 
Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.808 

(5.33) 
0.094 
(4.59) 

-0.00054 
(-19.0) 

-0.00013 
(-0.201) 

0.420 0.413 
 

NAFTA 0.192 -0.094 0.00054 0.00013 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.846 

(5.98) 
0.099 
(5.11) 

-0.00065 
(-14.70) 

-0.00035 
(-0.508) 

0.492 0.392 

NAFTA 0.514 -0.099 0.00065 0.00035 
 

- - 

 
SITC 5: Chemicals 

 
tk ≠ 0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.680 

(10.60) 
-0.072 
(-8.24) 

-0.0011 
(-1.84) 

-0.00093 
(-16.40) 
 

0.710 1.10 

NAFTA 0.320 0.072 0.0011 0.00093 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.652 

(10.40) 
-0.070 
(8.14) 

-0.0017 
(-13.90) 

-0.0009 
(-9.50) 
 

0.728 1.08 

NAFTA 0.342 0.070 0.0017 0.0009 
 

- - 

Note: Figures in parentheses represent t-values.   No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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Table 3 (Cont'd) 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: TRINIDAD & TOBAGO) 

 
 

 
SITC 6: Manufactured Goods 

 
tk ≠  0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.334 

(1.89) 
0.018 
(0.733) 

-0.00061 
(-19.30) 

-0.00078 
(-1.370) 

0.630 0.828 
 
 

NAFTA 0.666 -0.018 0.00061 0.00078 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.327 

(1.82) 
0.016 
(0.645) 

-0.00063 
(-21.1) 

-0.00088 
(-1.519) 

0.643 0.842 
 
 

NAFTA 0.673 -0.016 0.00063 0.00088 - - 
 

 
SITC 7: Machinery & Transport Equipment 

 
tk ≠  0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.490 

(0.720) 
-0.0067 
(-0.652) 

-0.0017 
(-2.04) 

-0.00095 
(-1.53) 

0.80 1.98 
 
 

NAFTA 0.510 0.0067 0.0017 0.00095 - - 
 

tk = 0 ; REPA (FTA) 
EU 0.436 

(0.604) 
0.009 
(0.056) 

-0.0029 
(-3.82) 

-0.00083 
(-0.119) 

0.74 1.84 
 
 

NAFTA 0.564 -0.009 0.0029 0.00083 
 

- - 

Note: Figures in parentheses represent t-values.   No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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Table 4 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: OECS)  

 
 

SITC 0: Food and Live Animals 
 

tk ≠ 0 ; Pre-REPA (FTA) 
Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.426 

(11.493) 
0.024 
(4.140) 

-0.0057 
(-6.589) 

-0.00059 
(-6.363) 

0.734 1.396 
 
 

NAFTA 0.574 -0.024 0.0057 0.00059 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.395 

(12.344) 
0.033 
(6.347) 

-0.0064 
(-7.164) 

-0.0005 
(-7.164) 

0.789 1.130 

NAFTA 0.605 -0.033 0.0064 
 

0.0005 - - 

 
SITC 5: Chemicals 

 
tk ≠ 0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.286 

(3.587) 
0.027 
(2.14) 

-0.0017 
(-6.113) 

-0.00027 
(-2.967) 

0.734 1.637 
 
 

NAFTA 0.704 -0.024 0.0017 0.00027 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.309 

(3.627) 
0.032 
(2.528) 

-0.0019 
(-7.160) 

-0.00028 
(-2.861) 

0.717 1.693 
 
 

NAFTA 0.691 -0.032 0.0019 0.00028 
 

- - 

Note: Figures in parentheses represent t-values.   No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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Table 4 (Cont'd) 

FULL INFORMATION MAXIMUM LIKELIHOOD (FIML) ESTIMATION FOR RESTRICTED IMPORT 
SHARE MODEL: (IMPORTING COUNTRY: OECS) 

 
 

 
SITC 6: Manufactured Goods 

 
tk ≠ 0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU 0.297 

(3.584) 
0.019 
(1.406) 

-0.0046 
(-4.186) 

-0.00052 
(-2.940) 

0.522 0.631 
 
 

NAFTA 0.703 -0.019 0.0046 0.00052 
 

- - 

tk = 0 ; REPA (FTA) 
EU 0.329 

(3.637) 
0.013 
(1.41) 

-0.0058 
(-5.356) 

-0.00046 
(-2.276) 

0.444 0.707 
 
 

NAFTA 0.671 -0.013 0.0058 0.00046 - - 
 

 
SITC 7: Machinery & Transport Equipment 

 
tk ≠ 0 ; Pre-REPA (FTA) 

Region α β  1γ  2γ  R-Bar2 D.W. 
EU -0.322 

(-3.190) 
0.107 
(0.601) 

-0.00057 
(-3.721) 

-0.00083 
(-3.669) 

0.813 1.804 
 
 

NAFTA 1.322 -0.107 0.00057 0.00083 - - 
 

tk = 0 ; REPA (FTA) 
EU -0.387 

(-3.857) 
0.126 
(0.205) 

-0.00069 
(-4.09) 

-0.00078 
(-2.871) 

0.796 1.819 
 
 

NAFTA 1.387 -0.126 0.00069 0.00078 
 

- - 

Note: Figures in parentheses represent t-values.   No t-values are reported for the cases in which the parameter values are 
calculated using the adding-up condition. 
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The fitted AIDS models in the Pre-REPA regime were utilised to estimate import shares for each 

of the member territories of CARICOM.  These import shares were then employed in the 

computation of projected import expenditures for each CARICOM member country’s trade with 

the European Union.  In addition, taxes on imports were regressed against the estimated import 

expenditures and the resulting fitted values from the tax regression models were used as 

estimates of trade taxes for the Pre-FTA regime.  These models were used to project tax revenues 

for the years 1997-2000. 

 

In the REPA regime, the various AIDS models were re-estimated under the assumption that 

import tariffs between trade with the given CARICOM member state and the European Union 

were eliminated (i.e. tk=0).20  Estimates of trade taxes were then computed under the assumed 

REPA regime using the simple regression tax model.  The regression models were also 

employed in the derivation of projected tax revenues for the period 1997-2000 under the 

assumption that an FTA existed. 

 

Table 5a contains results on the impact of tariff removal (under a presumed FTA) on the 

revenues from trade taxes.  In the context of Jamaica, trade taxes were expected to decline on 

average by 3.45% had the REPA come into existence over the period 1997-2000.  The projected 

trade taxes represent on average 21.4%, 19.4% and 5.6%, respectively of Jamaica’s tax revenue, 

current revenue and Gross Domestic Product for the period 1997-1999.  In the case of Trinidad 

and Tobago and the OECS group, trade taxes were projected to decline on average by to 3.7% 

and 15.04%, respectively.  These projected trade taxes represent 7.5% and 33%, respectively of 

tax revenues and 1.5% and 7.2%, respectively of Gross Domestic Product (Table 5b) for the 

period 1997-1999. 
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20 This amounts to deducting tk*Pk from the existing import prices in the share equations (i.e Pk – (tk*Pk)). 



 
Table 5a 

ESTIMATED REVENUES FROM TRADE TAXES UNDER A REGIONAL PARTNERSHIP 
AGREEMENT 

/US$'000/ 
 

 PRE-REPA REPA 
 Actual 

Revenues 
Fitted/Forecast 

Revenues 
Estimated 
Revenues 

% Change in 
Estimated 
Revenues 

 
JAMAICA 

 
1997 110,311.20 100,383.20 95,093.01 -5.27 
1998 119,220.20 95,966.30 92,569.09 -3.54 
1999 117,864.50 91,263.90 89,027.93 -2.45 
2000 - 89,730.10 87,612.42 -2.36 

Total Revenue - 377,343.50 364,302.45 -3.45 
Average Revenue - 94,335.87 91,075.60 -3.45 

 
TRINIDAD &TOBAGO 

 
1997 90,259.00 98,632.10 92,526.80 -6.19 
1998 109,890.80 93,700.50 89,268.50 -4.73 
1999 110,495.30 106,632.10 103,339.90 -2.17 
2000 - 102,743.00 100,698.40 -1.99 

Total Revenue - 400,707.70 385,833.60 -3.71 
Average Revenue - 100,176.92 96,458.40 -3.71 

 
OECS 

 
1997 230,678.00 198,053.70 173,950.60 -12.17 
1998 254,155.10 212,641.80 182,127.70 -14.35 
1999 241,998.30 217,632.30 180,286.60 -17.16 
2000 - 214,308.70 179,526.40 -16.23 

Average Revenue - 210,659.13 178,972.82 -15.04 
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Table 5b 

ESTIMATED REVENUES FROM TRADE TAXES AS A PROPORTION OF TAX REVENUE, CURRENT 
REVENUE AND GROSS DOMESTIC PRODUCT 

 
 

Years Estimated 
Revenues 

under REPA 
/US$'000/ 

As % of Tax 
Revenue 

As % of Current 
Revenue 

As % of GDP 

 
JAMAICA 

 
1997 95,093.01 23.06 20.7 5.8 
1998 92,569.09 20.8 18.9 5.6 
1999 89,027.93 20.8 18.7 5.4 
2000 87,612.42 NA NA NA 

Average  21.6 19.4 5.6 
 

TRINIDAD &TOBAGO 
 

1997 92,526.80 7.6 6.3 1.6 
1998 89,268.50 7.1 5.8 1.5 
1999 103,339.90 7.8 6.8 1.5 
2000 100,698.40 NA NA NA 

Average  7.5 6.3 1.5 
 

OECS 
 

1997 173,950.60 34.8 29.8 7.5 
1998 182,127.70 33.2 28.6 7.3 
1999 180,286.60 32.0 27.2 6.8 
2000 179,526.40 NA NA NA 

Average 33.3 28.5 7.2 
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SECTION 6: CONCLUSION 

 

 

This study has attempted to forecast the fiscal impact of a potential impact of a Free Trade Area 

between the European Union and CARICOM.  The preliminary results from the investigation 

suggest a loss in fiscal revenues for the member countries of the CARICOM region over the 

period 1997-2000 if an FTA is formed with the European Union.  The fiscal loss for the OECS 

group is projected to be much larger than for the other member territories of CARICOM.  It 

should be noted however that although fiscal losses are projected for the each of the member 

states of CARICOM, these figures do not represent significant proportions of government 

current tax revenues for the various territories under consideration. 

 

One of the important policy prescriptions that emanates from the analysis is that any FTA 

arrangement between the CARICOM and the European Union may have to consider some 

mechanism for distributing the gains in such a manner so that the negative impact of a fall in 

government revenues could be alleviated.  Moreover, the FTA arrangement should also 

encourage the development of other revenue creating activities such that the dependence on trade 

taxes as a source of government revenue could be alleviated in the medium to long term. 
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APPENDIX TABLE 1 
THE FISCAL DEPENDENCE OF THE CARICOM REGION ON TAXES ON IMPORTS 

 
 

     
Country Ratio of Import Duty to Tax 

Revenue 
Ratio of Import Duty to 

Current Revenue 
Ratio Import Duty to 

Current GDP  
Level of 

Dependence 
 1999 Mean1 CV2 1999 Mean1 CV2 1999 Mean1 CV2  

Antigua & Barbuda 18.9 23.7 18.6 16.5 19.4 13.8 3.2 4.2 16.1 Moderate 
Bahamas 52.7 61.9 11.5 47.9 52.6 9.5 11.8 10.5 11.3 High 
Barbados 8.9 11.4 31.8 8.4 10.7 32.5 2.7 3.1 23.8 Low 
Dominica 48.2 54.4 7.3 40.6 47.8 8.7 11.7 13.7 10.5 High 
Grenada 49.0 45.0 42.8 45.8 40.5 43.1 9.2 9.9 40.2 High 
Guyana 11.1 9.3 32.2 10.1 8.4 33.0 3.1 3.0 27.3 Low 
Jamaica 27.6 14.5 64.3 13.0 8.1 62.4 8.4 3.9 64.1 Moderate 
Montserrat 28.9 24.6 25.2 26.2 22.0 26.8 6.5 5.4 30.7 Moderate 
St. Kitts & Nevis 49.0 53.8 11.4 36.1 38.1 6.9 10.9 10.3 16.3 High 
St. Lucia 52.0 48.7 17.3 43.9 44.1 18.0 12.1 10.7 21.3 High 
St. Vincent & the 
Grenadines 48.2 48.7 11.3 40.5 40.3 11.3 11.6 11.8 10.9 High 
Trinidad & Tobago 8.4 7.2 24.0 7.2 6.0 23.2 1.6 1.9 36.6 Low 
OECS 43.3 43.2 10.3 36.6 36.9 11.8 9.1 9.2 9.6 High 
CARICOM 21.7 14.3 34.4 19.4 12.7 35.9 6.1 3.9 32.8 Moderate 

          
           

 
 

Sources: IMF Government Finance Statistics, various years; Statistical Report and Bulletins, Central Banks of the CARICOM 
Region, various years. 
 
Notes: 
1. Represents the average ratio for the period 1976 to 1999 for MDCs and the Bahamas.  For OECS territories, averages are 

computed for the period 1980 to 1999 due to a lack of data.  Accordingly, averages for the aggregate CARICOM region computed 
for the period 1980 to 1999. 

2. CV represents the Coefficient of Variation. 
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Appendix Table B1 
DETAILS OF FISCAL DEPENDENCE: BARBADOS AND GUYANA 

 

 BARBADOS Guyana 

US$ ‘000S Import Duty as a % of US$ ‘000s Import Duty as a % of 

 Import Duty Tax Revenue 
Current 
Revenue GDP Tax Revenue

Current 
Revenue GDP Import Duty Tax Revenue

Current 
Revenue GDP 

Tax 
Revenue 

Current 
Revenue GDP 

1976 21,333.5 94,913.0 105,625.0 436,500.0 22.5 20.2 4.9 20,000.0 129,269.2 153,500.0 429,615.4 15.5 13.0 4.7

1977 24,034.5 109,300.5 123,114.5 445,000.0 22.0 19.5 5.4 15,038.5 123,307.7 145,538.5 430,769.2 12.2 10.3 3.5

1978 27,432.5 135,873.5 152,775.0 492,000.0 20.2 18.0 5.6 13,038.5 134,461.5 155,192.3 479,230.8 9.7 8.4 2.7

1979 37,188.0 159,163.5 177,154.5 674,000.0 23.4 21.0 5.5 13,961.5 154,192.3 178,730.8 510,000.0 9.1 7.8 2.7

1980 44,891.0 193,731.0 205,570.0 865,500.0 23.2 21.8 5.2 14,384.6 172,076.9 202,692.3 580,000.0 8.4 7.1 2.5

1981 44,804.0 207,989.5 234,716.0 952,500.0 21.5 19.1 4.7 16,750.0 204,107.1 236,857.1 570,357.1 8.2 7.1 2.9

1982 37,343.0 218,367.0 247,856.0 995,000.0 17.1 15.1 3.8 9,700.0 188,766.7 216,166.7 482,000.0 5.1 4.5 2.0

1983 44,832.0 238,259.0 270,525.5 1,056,500.0 18.8 16.6 4.2 9,666.7 195,000.0 223,933.3 485,000.0 5.0 4.3 2.0

1984 42,058.5 253,093.0 285,987.0 1,151,500.0 16.6 14.7 3.7 7,578.9 154,368.4 171,078.9 447,368.4 4.9 4.4 1.7

1985 48,435.0 303,231.0 321,807.5 1,205,000.0 16.0 15.1 4.0 7,372.1 162,372.1 180,814.0 456,744.2 4.5 4.1 1.6

1986 57,752.5 318,767.5 335,150.0 1,323,000.0 18.1 17.2 4.4 11,930.2 215,279.1 237,302.3 516,279.1 5.5 5.0 2.3

1987 58,019.5 342,348.5 363,360.5 1,456,900.0 16.9 16.0 4.0 8,295.9 105,520.4 124,500.0 342,551.0 7.9 6.7 2.4

1988 59,915.0 409,457.5 441,191.5 1,549,600.0 14.6 13.6 3.9 9,190.0 158,670.0 172,260.0 413,700.0 5.8 5.3 2.2

1989 62,830.0 458,024.5 493,814.5 1,713,600.0 13.7 12.7 3.7 11,246.3 105,455.9 117,989.0 379,779.4 10.7 9.5 3.0

1990 58,893.5 445,890.0 474,748.5 1,720,050.0 13.2 12.4 3.4 13,779.7 127,617.7 135,268.4 396,582.3 10.8 10.2 3.5

1991 43,553.0 461,594.0 495,192.0 1,696,800.0 9.4 8.8 2.6 10,070.7 99,485.7 105,756.7 348,533.1 10.1 9.5 2.9

1992 37,031.5 458,238.0 502,518.5 1,588,750.0 8.1 7.4 2.3 12,950.4 136,299.0 142,042.4 373,573.1 9.5 9.1 3.5

1993 37,700.5 466,617.5 503,129.5 1,653,900.0 8.1 7.5 2.3 20,661.5 159,361.6 167,317.1 454,240.9 13.0 12.3 4.5

1994 42,259.0 489,587.5 533,690.0 1,741,650.0 8.6 7.9 2.4 20,672.8 162,715.0 171,119.1 545,554.5 12.7 12.1 3.8

1995 46,571.5 540,764.5 582,903.0 1,869,650.0 8.6 8.0 2.5 17,766.7 198,338.3 207,865.4 622,064.8 9.0 8.5 2.9

1996 45,715.5 565,566.0 615,531.5 1,994,100.0 8.1 7.4 2.3 27,292.3 231,933.3 250,158.9 705,499.4 11.8 10.9 3.9

1997 63,922.5 690,599.0 729,135.0 2,204,750.0 9.3 8.8 2.9 25,761.2 218,258.3 237,263.5 742,624.4 11.8 10.9 3.5

1998 68,474.5 732,333.5 772,514.5 2,377,900.0 9.4 8.9 2.9 24,758.7 205,353.0 220,190.1 718,002.9 12.1 11.2 3.4

1999 67,451.5 761,649.5 802,115.0 2,490,050.0 8.9 8.4 2.7 20,847.7 187,021.8 206,041.9 679,207.5 11.1 10.1 3.1
               

Mean 46,768.4 377,306.6 407,088.5 1,402,258.3 14.8 13.6 3.7 15,113.1 163,718.0 181,649.1 504,553.2 9.3 8.4 3.0

Std Dev. 13,157.1 194,550.3 203,817.6 588,380.0 5.6 4.9 1.1 5,909.7 38,409.8 41,828.6 118,450.9 3.0 2.8 0.8

CV  28.1 51.6 50.1 42.0 37.4 36.3 29.7 39.1 23.5 23.0 23.5 32.2 33.0 27.3
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Appendix Table B2 

DETAILS OF FISCAL DEPENDENCE: JAMAICA AND TRINIDAD AND TOBAGO 
 

 JAMAICA TRINIDAD AND TOBAGO 

US$ ‘000S Import Duty as a % of US$ ‘000s Import Duty as a % of 

 
Import 
Duty 

Tax 
Revenue 

Current 
Revenue  GDP

Tax 
Revenue 

Current 
Revenue GDP 

Import 
Duty 

Tax 
Revenue 

Current 
Revenue    GDP

Tax 
Revenue 

Current 
Revenue GDP

1976 15,153.8 254,961.5 273,038.5 1,039,230.8 5.9 5.6 1.5 62,119.4 740,824.4 945,479.9 2,500,615.8 8.4 6.6 2.5

1977 11,653.8 256,461.5 282,346.2 1,138,461.5 4.5 4.1 1.0 88,747.4 1,024,916.7 1,246,333.3 3,138,750.0 8.7 7.1 2.8

1978 19,230.8 410,769.2 434,615.4 1,441,923.1 4.7 4.4 1.3 105,684.6 1,025,125.0 1,302,625.0 3,562,500.0 10.3 8.1 3.0

1979 24,615.4 425,769.2 441,923.1 1,651,153.8 5.8 5.6 1.5 122,380.3 1,346,458.3 1,691,625.0 4,602,500.0 9.1 7.2 2.7

1980 16,538.5 510,384.6 531,538.5 1,835,769.2 3.2 3.1 0.9 177,718.9 2,227,041.7 2,657,875.0 6,235,833.3 8.0 6.7 2.8

1981 32,500.0 566,428.6 597,142.9 1,895,357.1 5.7 5.4 1.7 193,179.0 2,436,666.7 2,924,500.0 6,849,166.7 7.9 6.6 2.8

1982 31,193.3 543,654.0 573,133.3 1,955,666.7 5.7 5.4 1.6 224,819.8 2,457,250.0 2,944,458.3 7,990,000.0 9.1 7.6 2.8

1983 78,666.7 572,666.7 613,666.7 2,331,000.0 13.7 12.8 3.4 229,782.9 2,278,916.7 2,729,666.7 7,799,583.3 10.1 8.4 2.9

1984 44,473.7 712,105.3 755,789.5 2,462,631.6 6.2 5.9 1.8 191,515.7 2,358,958.3 2,753,791.7 7,756,250.0 8.1 7.0 2.5

1985 56,511.6 839,302.3 870,000.0 2,714,883.7 6.7 6.5 2.1 128,857.1 2,207,224.5 2,649,877.6 7,633,061.2 5.8 4.9 1.7

1986 67,135.8 1,026,921.2 1,047,968.1 3,232,093.0 6.5 6.4 2.1 86,611.1 1,169,388.9 1,515,444.4 4,794,444.4 7.4 5.7 1.8

1987 34,512.8 532,910.5 537,910.8 1,697,959.2 6.5 6.4 2.0 67,277.8 1,176,111.1 1,472,027.8 4,797,777.8 5.7 4.6 1.4

1988 72,160.0 493,320.0 554,680.0 1,945,800.0 14.6 13.0 3.7 47,270.9 1,039,180.0 1,284,666.2 4,496,852.1 4.5 3.7 1.1

1989 37,772.1 227,875.0 258,915.4 860,294.1 16.6 14.6 4.4 42,682.4 941,223.5 1,138,470.6 4,323,058.8 4.5 3.7 1.0

1990 27,197.5 196,159.5 226,040.5 772,177.2 13.9 12.0 3.5 61,286.4 1,128,621.6 1,302,116.5 5,068,000.0 5.4 4.7 1.2

1991 19,188.7 102,717.4 120,854.2 404,427.5 18.7 15.9 4.7 68,101.2 1,340,532.9 1,584,210.6 5,308,000.0 5.1 4.3 1.3

1992 33,318.9 152,280.6 174,963.2 615,499.6 21.9 19.0 5.4 68,277.4 1,241,954.1 1,431,341.9 5,453,552.9 5.5 4.8 1.3

1993 57,854.9 222,400.9 247,521.5 824,400.7 26.0 23.4 7.0 60,990.5 1,064,842.4 1,256,007.5 4,576,722.5 5.7 4.9 1.3

1994 65,606.6 275,421.4 306,562.3 1,032,496.6 23.8 21.4 6.4 63,507.2 1,058,769.8 1,266,662.1 4,947,205.9 6.0 5.0 1.3

1995 101,151.5 354,210.7 407,494.7 1,300,422.8 28.6 24.8 7.8 79,612.1 1,210,322.1 1,421,663.0 5,329,197.4 6.6 5.6 1.5

1996 103,555.3 392,572.3 443,628.7 1,567,702.0 26.4 23.3 6.6 81,378.3 1,342,148.3 1,588,112.3 5,759,537.7 6.1 5.1 1.4

1997 110,311.2 458,880.6 1,647,358.2 26.8 24.0 6.7 90,259.0 1,225,162.3 1,459,756.2 5,829,134.5 7.4 6.2 1.5

1998 119,220.2 445,222.0 488,595.9 1,653,098.0 26.8 24.4 7.2 109,890.8 1,259,603.3 1,532,922.0 6,122,419.1 8.7 7.2 1.8

1999 117,864.5 427,586.4 477,182.8 1,658,057.3 27.6 24.7 7.1 110,495.3 1,308,222.8 1,525,974.6 6,760,147.3 8.4 7.2 1.6
               

Mean 54,057.8 431,432.6 463,516.4 1,569,911.0 14.5 13.0 3.8 106,768.6 1,442,061.1 1,734,400.3 5,484,762.9 7.2 6.0 1.9

Std Dev. 35,078.1 217,888.2 219,498.2 684,326.6 9.3 8.1 2.4 55,991.6 542,507.5 637,652.4 1,467,954.4 1.7 1.4 0.7

CV 64.9 50.5 47.4 43.6 64.3 62.4 62.6 52.4 37.6 36.8 26.8 24.0 23.2 36.6

  

412,281.9
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Appendix Table B3 
DETAILS OF FISCAL DEPENDENCE: OECS AND CARICOM 

 

  OECS CARICOM 

US$ ‘000S Import Duty as a % of US$ ‘000s Import Duty as a % of 

 
Import 
Duty 

Tax 
Revenue 

Current 
Revenue GDP 

Tax 
Revenue 

Current 
Revenue GDP 

Import 
Duty 

Tax 
Revenue 

Current 
Revenue GDP 

Tax 
Revenue 

Current 
Revenue GDP 

1980 44,022.1 113,837.0 135,103.7 521,137.0 38.7 32.6 8.4 443,755.1 3,436,371.2 4,003,179.5 11,338,139.6 12.9 11.1 3.9

1981 47,900.2 124,540.7 150,840.7 592,622.2 38.5 31.8 8.1 487,733.2 3,768,132.6 4,458,256.7 12,350,903.2 12.9 10.9 3.9

1982 52,059.8 143,103.7 173,966.7 648,763.0 36.4 29.9 8.0 515,015.9 3,783,241.4 4,466,881.0 13,573,229.6 13.6 11.5 3.8

1983 52,279.0 147,429.6 179,537.0 703,288.9 35.5 29.1 7.4 598,727.3 3,703,372.0 4,355,229.2 13,849,272.2 16.2 13.7 4.3

1984 62,942.9 167,885.2 200,485.2 784,111.1 37.5 31.4 8.0 547,569.8 3,946,610.2 4,543,832.3 14,199,261.1 13.9 12.1 3.9

1985 71,536.5 196,659.3 231,059.3 881,777.8 36.4 31.0 8.1 551,612.4 4,058,389.2 4,684,158.3 14,746,866.9 13.6 11.8 3.7

1986 94,100.1 221,474.1 260,214.8 1,036,555.6 42.5 36.2 9.1 559,829.7 3,325,030.7 3,847,279.7 12,984,072.1 16.8 14.6 4.3

1987 111,904.0 254,918.5 292,948.2 1,171,222.2 43.9 38.2 9.6 547,660.0 2,792,037.0 3,227,050.2 11,778,110.2 19.6 17.0 4.6

1988 128,800.2 290,081.5 333,177.8 1,347,518.5 44.4 38.7 9.6 595,936.2 2,787,609.0 3,232,875.5 12,332,370.6 21.4 18.4 4.8

1989 152,216.5 316,955.6 359,585.2 1,498,296.3 48.0 42.3 10.2 596,247.3 2,452,934.5 2,827,074.7 11,718,828.6 24.3 21.1 5.1

1990 170,718.3 341,492.6 391,122.2 1,619,592.6 50.0 43.6 10.5 620,775.3 2,678,681.5 3,027,896.1 12,623,302.1 23.2 20.5 4.9

1991 169,949.4 359,342.2 411,357.4 1,712,925.9 47.3 41.3 9.9 574,663.0 2,787,972.2 3,208,170.9 12,358,886.6 20.6 17.9 4.6

1992 172,736.4 377,507.0 438,535.6 1,837,666.7 45.8 39.4 9.4 591,214.7 2,845,778.7 3,222,201.5 12,726,142.3 20.8 18.3 4.6

1993 183,639.9 391,055.3 458,910.6 1,937,444.4 47.0 40.0 9.5 654,741.3 2,838,946.7 3,226,948.3 12,300,308.7 23.1 20.3 5.3

1994 188,452.3 420,224.2 489,298.8 2,025,296.3 44.8 38.5 9.3 685,691.9 2,975,637.9 3,401,298.2 13,345,303.2 23.0 20.2 5.1

1995 203,219.3 445,030.7 519,681.4 2,101,296.3 45.7 39.1 9.7 757,497.2 3,336,144.3 3,793,418.5 14,292,031.3 22.7 20.0 5.3

1996 217,973.3 473,607.6 562,970.8 2,215,777.8 46.0 38.7 9.8 801,003.8 3,621,913.6 4,143,748.2 15,483,903.2 22.1 19.3 5.2

1997 230,678.0 499,071.1 584,366.7 2,329,518.5 46.2 39.5 9.9 877,491.9 3,729,704.6 4,232,231.0 16,108,117.0 23.5 20.7 5.4

1998 254,155.1 549,000.9 637,396.1 2,487,555.6 46.3 39.9 10.2 938,910.2 3,919,469.8 4,455,354.6 16,854,605.7 24.0 21.1 5.6

1999 241,998.3 559,080.9 661,875.8 2,644,851.9 43.3 36.6 9.1 987,711.2 4,058,221.4 4,568,303.1 17,874,760.5 24.3 21.6 5.5
               

Mean 142,564.1 319,614.9 373,621.7 1,504,860.9 43.2 36.9 9.2 646,689.4 3,342,309.9 3,846,269.4 13,641,920.7 19.6 17.1 4.7

Std Dev. 70,965.3 144,419.5 168,026.1 683,262.8 4.4 4.4 0.9 150,262.3 525,691.6 616,054.4 1,797,943.3 4.3 3.9 0.6

CV 49.8 45.2 45.0 45.4 10.3 11.8 9.6 23.2 15.7 16.0 13.2 21.9 22.9 13.2
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