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The Trading Environment

Barbados is a small island of 166 square miles, a population of 275000 a narrow natural resource base and limited production infrastructure. Nonetheless, the country is ranked 31st in the world in terms of the UN Human Development Index. Trade policy formulation takes place within a stable overall policy environment, based on extensive consultation with social partners and the business community. The Government considers that the absence of restrictions to trade (except for a small range of agri-food and service activities) and openness of the economy is vital in order to address challenges to growth arising from the size of the economy, its restricted capacity to diversify risk and limited institutional capacity.

Export Trade

Exports benefit from unilateral trade preferences granted by a number of trading partners which the country seeks to have maintained. Building on its natural endowments and wealth of human capital, Barbados has used trade and investment policies deftly to turn the export of services into the cornerstone of the economy. Exports of services consist mainly of tourism (11.3% GDP) and financial services (17.9% GDP). [Source: Barbados Economic and Social Report 2000, Ministry of Finance and Economic Affairs, 2001]

Revenue from exports of merchandise is modest, at about 20% of total exports of goods and services and 11% of GDP. These consist mainly of sugar (BDS$53.3million or 14.1 % of total domestic exports), rum (BDS$24.5million or 6.4%of total domestic exports) and crude petroleum (560,840 barrels in 2002) and apart from niche products are not internationally competitive without government support or preferential access to foreign markets. The main export destinations are CARICOM countries (43%) the U.K (13.2%). and the U.S.A(15.3%).

Import Trade

Barbados is an original member of the WTO and participates actively in its work. It grants at least MFN treatment to all its trading partners. Imports of goods are diversified, with a relatively strong reliance on imported food. However, trade policy has also sought to protect a small number of domestic activities, mostly food production whilst recognising that most domestic needs are best met by imports. Fastest import growth has originated in the U.S.A., which supplies 40% of imports followed by CARICOM countries, and the E.U. Imports of services consist mainly of freight transportation, insurance and travel. 

Environmental Requirements, Market Access and Competitiveness

The export activity most influenced by environmental requirements in external markets is that of tourism. Barbados has traditionally been regarded as an exclusive tourist destination serving mainly North America. However, visitor arrivals from the EU, mainly the U.K are now the largest proportion (41.4%). There has been an accelerating trend towards tour operators seeking a certificate of sound environmental management from destination resorts. The accepted standard in this respect is the Green Globe certification. Barbados now has the highest percentage of Green Globe certified hotels in the Caribbean (8 certified hotels and 21 affiliated hotels whereas Jamaica has 7 certified hotels, 1 benchmarked and 17 affiliated hotels)

There has been no discernible trend or urgency seen towards the manufacturing sector seeking a comparable EMS certification. Of immediate consequence to the sector and the areas to which the greatest attention will need to be paid are issues of market access, competition policy, and technical barriers to trade, including standards, anti-dumping and safeguard measures, rules of origin and customs valuation.

It is the opinion of the Barbados Manufacturing Association (BMA) that the Barbados government adopts a policy internally to regard trade and environment jointly which would eventually lead to manufacturers taking a hard look at the areas of their business, which have a negative environmental impact. The desired outcome of this introspective scan would be that businesses adopt environmental management systems, of which it would be well understood that the long term benefits are:

· Reduced cost of waste management

· Reduced cost of distribution

· Monetary and unit savings in energy and materials consumption
· Improved corporate image

· A framework for continued improvement in environmental management and performance

To date there has been no direct government mandated sanctions based on environmental considerations against goods and services originating in Barbados. However, there have been instances where suppliers have been asked to certify that no GMO’s were used in their production process.

Because certification has been achieved primarily within the hospitality sector, individual companies would have a record of the cost of attaining compliance and maintaining it. Thus far, there has been no attempt to capture this data for national database. For the manufacturing sector, a framework is being developed in order to assess the likely costs of compliance with an international standard such as ISO 14001 for specific sectors in addition to the advantages of implementing a workable EMS without the burden of the strict requirements of the internationally recognised standards.

Sanitary and phytosanitary systems and measures (SPS) in Barbados are, to a large extent, compatible with internationally accepted standards and practices For certain sectors of the food industry mandatory HACCP certification is an externally driven requirement. For example, the Pine Hill Dairy, which, although not officially HACCP certified, manages its production processes to that standard. The effectiveness of their system has been verified by the relevant local WTO focal point for food products from the Ministry of Agriculture and Rural Development. Furthermore, certain countries require veterinary and phytosanitary certificates from the company

The biggest immediate driver towards greater environmental governance in Barbados has been the passage of the Marine Pollution Control Act, 2000 which aims to regulate the environmental impact of business activities. The implementation of this Act, would improve Barbados’ chances of effectively participating in the Global Programme of Action for the Protection of the Marine Environment from Land Based Sources of Pollution expected to be undertaken, according to the Commitments and Implementation Initiatives of the World Summit on Sustainable Development (WSSD), by 2004.
Strengthening Capacities to Respond to Environmental Requirements in Export Markets

A major impediment to developing and implementing environmentally mandated strategies for the production of goods and services in Barbados lies primarily with the cost of capital required for investment in appropriate technologies for the amelioration of environmental liabilities. An effective means of monitoring applications of and mounting challenges to applicable WTO provisions which are directly relevant to trade-related environmental issues is also required.

Government is aware that in order for Barbados to be internationally competitive, goods and services must be produced to internationally accepted standards. Equally, imports must be of the highest quality in order to protect the health and safety of all Barbadians. A duty to adequately protect the environment is clearly recognised. The government therefore since the establishment of the Barbados National Standards Institute (BNSI) in 1973 has sought to ensure that both local and imported products adhere to international standards. The country already has equivalence agreements with some of its trading partners and is implementing the provisions of the WTO SPS Agreement with the assistance of a number of international agencies.

The Government has convened a Working Group on Trade and Environment, facilitated by the Ministry of Physical Development and Environment which among other things seeks to promote greater environmental awareness within the manufacturing sector in general and in particular, within small business enterprises which have good prospects for the development of external markets.

Barbados contributes regionally to the Caribbean Environmental Health Institute and the University of the West Indies, institutions involved in environmental monitoring, risk analysis and training in environmentally related disciplines. Nationally, the Environmental Engineering Division of the Ministry of Physical Development and Environment is responsible for environmental monitoring and the enforcement of the Marine Pollution Control Act, the primary environmental legislative tool. The Analytical Services Department of the Ministry of Agriculture and Rural Development provides analytical services to both the public and private sector.
To alleviate the burden of the cost of capital to reengineer the production of goods and services, the Ministry of Economic Development has put in place a number of funds to assist manufacturers in becoming export ready. These include:

· A Technical Assistance Fund: this fund provides $5million BDS every three years to manufacturers to assist them in becoming more competitive.

· An Industrial Investment and Employment Fund of $25million BDS, which assists manufacturers with retooling of industry, helping with certification and plant upgrade.

· An Innovation Fund that the Ministry of Economic Development administers in conjunction with BIDC, which assists inventors in translating ideas into concrete products.
Other measures include the Central Bank of Barbados’ Industrial Credit Fund, which assists with the development of the industrial sector. The Ministry of Commerce and Consumer Affairs has put forward a Small Business Development Act geared towards bringing small companies into the mainstream which will assist with the long term viability of such entities by discouraging the perpetuation of single generation businesses and creating a pool of entrepreneurs.

The forging of alliances is seen as being important to the goal of effectively participating in the global trading arena Exchange of information on traditional and environmentally preferable production methods suitable to local production may occur informally through exchange of ideas and experiences between firms in the same sector of activity or using similar equipment in the production process One local initiative which is being advocated by the Barbados Manufacturing Association (BMA) is the use of ‘clustering’ This strategically brings like industries together to create synergies in production, finance and distribution. The initiative was developed to assist small manufacturers who are experiencing constraints brought about by trade liberalization. The concept would enable manufacturers of similar products to reap savings by amalgamating their lines of production especially in the area of energy, labour, distribution, raw materials and marketing among others. It is hoped that eventually these manufacturers will share plant facilities, thereby cutting cost and making it easier to attain desired certifications.

The Barbados Investment and Development Corporation (BIDC) is responsible for promoting and facilitating the expansion of business enterprises in Barbados and for the export promotion of Barbados’ goods and services.  The BIDC administers Government’s incentive program for industry and provides advice to companies looking to establish business entities on the island.

The BIDC has five divisions to carry out its mandate including: an Export Division, a Small Business Division, an Industrial Services Division, a Research Division and an International Business Division.

Under the Export Promotion Division there is a Market Development programme that assists manufacturers of food products which meet required standards in promotion and distribution of their products in North America.  This Division also acts as the certifying agency for a number of regional bodies for example CARICOM and CARIBCAN.

The Small Business Division provides support services for fledgling companies as well as advisory and technical services including the development of prototypes of new products, training of staff, securing of technical assistance and training opportunities from international organizations and networking with local and regional producers of similar products

Trading Opportunities and Developmental Effects

The Tourism sector seems to have seized the opportunity presented by environmental requirements in external markets. There has not been marked environmental pressure in other trading sectors. Whilst there is a general trend towards greater awareness of the environmental cost of doing business, mechanisms to track the implementation of EMS and correlate it with the state of the environment have not been fully developed. Nonetheless, the Government of Barbados has recently released its latest State of the Environment Report for 2000. It is the first synthesis document on the environment prepared since the Barbados National Report to UNCED in 1992. The report also gives a list of past and current initiatives relating to renewable energy technologies in Barbados which is of particular interest to the country.

The Doha Work Programme

As a small developing country, Barbados fully supports the decision taken at the 4th WTO Ministerial Conference in Doha to continue to address the implementation concerns of developing countries. Barbados considers that there are genuine and real concerns which must be effectively addressed. Barbados also accords high importance to the establishment of a Work Programme on Small Economies, to the establishment of Working Groups on Trade, Debt and Finance and on Trade and Transfer of Technology and to the priority given in the Ministerial Declaration to special and differential treatment and technical assistance for developing countries. The special and differential treatment should include the following:

The provision of technical as well as financial resources to enable small economies to overcome some of the basic constraints confronting them

Reducing the burden of having to cope with various non-tariff barriers such as onerous SPS measures and technical barriers to trade

Allowing for adequate thresholds that must be reached before action can be taken against products of these countries

Specifically, the Division of Foreign Trade of the Ministry of Foreign Affairs is of the opinion that the involvement of developing countries in the development of environmental standards and regulations or criteria for Eco-labelling programmes should be facilitated and encouraged. Any environmental criteria developed should be consistent with the ability of the producing country to effectively manage, given the markedly different ambient environmental conditions between developing and developed countries and attempts should be made to inform the market of such.

The BNSI has suggested that market access can be facilitated through the attainment of appropriate environmental standards. Care must be taken not to create standards that local producers cannot meet which would effectively result in the imposition of non-tariff barriers. The BNSI has pointed out that current international environmental standards are rather stringent. However it is of the opinion that through its involvement on the ISO TC207 committee on Environmental Management, Barbados can maintain focus on the limitations experienced by developing countries. Furthermore, the BNSI fully supports the setting up of mutual recognition agreements.

Currently market driven companies seek ISO 9000 certification in order to assist with their competitiveness. At this time there is not a pressing need or drive for ISO 14001 or other recognized EMS certification, with the exception of the Green Globe programme.

The post-Doha work programme concerning standards does address the development dimension. However, the implementation of the programme can be facilitated by, inter alia, setting longer time frames for integration of developing countries into international trade measures. There must be full recognition and understanding of the limitations and peculiar needs of developing countries which must be taken into account when developing standards and this makes it necessary for the participation of developing countries in negotiations likely to affect their futures.
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