
7 Global Experiences 

Regionalism has indeed become global frenzy since the 90’s. The European Union is 

getting bigger, better and prosperous day-by-day. The signing of the North American 

Free Trade Agreement (NAFTA) has resulted in the free movement of goods and capital 

between the United States, Canada, and Mexico. In addition, there have been numerous 

efforts within Asia towards economic integration, including the Association of Southeast 

Asian Nations (ASEAN) and the Asia-Pacific Economic Cooperation (APEC).  There are 

also several economic communities like the Economic Community of West African 

States (ECOWAS), East African Community (EAC), Economic Community of Central 

African States (ECCAS), the Arab Maghreb Union AMU), etc which form the pillars of 

the African Economic Community (AEC). Additionally the Caribbean Single Market and 

Economy, is the recent attempt by the Caribbean community to move towards greater 

economic union. Each of these has valuable lessons to teach, as the PICs have just started 

with their path towards greater economic integration.  

 

However, not all of these regional blocs have been successful in delivering the desired 

benefits to their respective region. This may be due reasons such as: very different 

operating environments, varying level of commitments from the member states, different 

levels of economic interdependence, diverse economic and social characteristics, and 

many more. Qian (2007) found that high-level of economic interdependence, stabilized 

domestic situations (particularly those of leading countries in the region), and a regional 

structure with a majority of small states jointly lead to the success of regional integration. 

A comparison of these variables in different regions is presented in Table 5.  The study 



found that all those regional blocs that marked high with all the three variables have been 

either successful or very successful. Examples of these include: EU, NAFTA and 

ASEAN (after 2002). However those blocs, such as MERCOSUR, CACM, Andean Pact, 

Northeast Asia, etc, that had marked low with any one of the variables have encountered 

some problems and have not made great achievements. Those blocs having at least high 

economic interdependence (but not high in either or both of the other two variables) did 

better than those that had weak economic interdependence. Therefore, among the three 

variables, economic interdependence plays a greater role in determining the success of 

any regional bloc.  

Table 5: A Comparison of Variable in Different Regions 

Region or 

agreements 

Economic 

Interdependence

Stabilized Domestic 

Situations 

Structure with Majority 

of Small States 

EU High High High 

NAFTA High High High* 

ASEAN (after 2002) High High High 

Northeast Asia High High  Low 

CACM High Low High 

ASEAN (before 2002) High  Low High 

EFTA Low High High 

SAARC** Low High High 

MERCOSUR Low Low High 

Andean Pact Low Low High 

* Compared with U.S., Canada is a small state  Source: Qian, 2007 

** SAARC refers to the South Asian Association for Regional Cooperation  



7.1 European Experience  

Integration of the European Community started as early as 1950, soon after the World 

War II with an intense desire and collective will on part of the war ravaged nations. The 

first step was simple and straightforward, to establish an European Coal and Steel 

Community, aimed at free trade in coal and steel by 1954. This subsequently grew into a 

customs union with free trade amongst the members but a common tariff against the 

outside world. The Treaty of Rome was signed in 1957 aimed at establishing the 

European Economic Community. This followed the European Free Trade Association in 

1960 and the Single European Act of 1987 to facilitate the free movement of capital and 

labour, which was achieved by 1992. The customs union became a common market, 

which followed other developments into monetary integration. With the ultimate 

introduction of Euro in 1999, the European Union7 has reached a very advanced stage of 

economic and political integration. It is often regarded as the most sophisticated form of 

regional integration to date and is often considered as the classic case of regionalism, 

against which all other regional efforts are compared. 

 

EU and the PICs are two very different regions with its distinct social, economic, political, 

and geographical characteristics. The EU as a region has made tremendous achievements 

and is evolving rapidly whilst the PICs are just in the process of defining themselves into 

a region. Not only this, the intra-regional diversity within the PICs is far much greater 

than the EU. However, the EU experience can provide many important and relevant 

lessons to the PICs. The European integration started with only six core and committed 

                                                 
7 To date, the EU has a total of 27 members. The Euro Zone has a total of 15 members 
with a total population of 318 million. 



members that formulated the ground rules for the entry of others. It slowly expanded as 

new members joined. Had it started with large number of members, the chances of 

success would have been slim, as more members mean more conflicts and varying levels 

of commitments. This is an important issue for the PICs to consider as all the current 

efforts are aimed at integrating all the countries. Starting regional initiatives with 

membership from few committed countries and then allowing others to join once the 

group has made real progress would be much better and easier. It is also important to note 

that the countries in the EU had compatible strategic objectives and were very much 

economically interdependent on each other. This contributed to easy and successful 

integration in the EU. PICs on the other hand are economically diverse and very less 

interdependent on each other (in terms of trade).  

 

7.2 Caribbean Experience 

For over three decades, regional economic integration has been viewed as one of the 

principal mechanisms through which the small economies of the Caribbean could 

improve their development prospects (Wint, 2003). The first major attempt to integrate 

the region was in 1958 when the Caribbean was still under British dictate, through the 

establishment of the West Indies Federation aimed to seek both political and economic 

union. This collapsed in 1962 after Jamaica withdrew. The second regional initiative 

followed six years later in 1968 when the Caribbean Free Trade Association (CARIFTA) 

was established. Although CARIFTA had a positive impact on the economies of the 

region, the less developed countries quickly became disenfranchised with CARIFTA 

because, lacking an industrial base, they felt that the benefits of the Association were 



disproportionately accruing to the more developed countries in the Association (Storr, 

2004). This resulted in a more comprehensive action to establish a Caribbean Community 

and Common Market 8  (CARICOM) through the Treaty of Chaguaramas in 1973. 

CARICOM was designed to achieve a more balanced regional economic development 

through initiatives such as common external tariff, formation of Caribbean Investment 

Corporation, double taxation agreement, etc. However, it also failed to generate 

significant increases in intra-regional trade and with globalization in the 1980’s, the 

Treaty of Chaguaramas further proved to be inadequate in responding to various global 

developments of intense competition and free movement of capital. The emergence of 

mega trading blocs in other parts of the world necessitated the creation of a CARICOM 

Single Market and Economy (CSME). The CSME9 is designed to pool resources for 

improving competition, mainly geared towards minimizing problem for small states and 

structural deficiencies by allowing free movement of goods, skilled nationals, services, 

and capital within the members. The CSME is based on five main pillars, which includes: 

free movement of capital; free movement of goods; establishment of common trade and 

economic policy; harmonization of economic, fiscal, and monetary policies; and a 

common currency. The broader objective of CSME is to provide a platform for entering 

into Free Trade Area of the Americas (FTAA) as well as to be World Trade Organization 

(WTO) compliant. 

 

                                                 
8 Currently CARICOM has 15 full members of which Barbados, Jamaica, Guyana and 
Trinidad and Tobago are the founding members. 
9 Came into effect on January 1, 2006 and has 13 full members with a population of 6 
million.  



The Caribbean experience is highly relevant for the PICs as they share many 

commonalities, which includes: isolation and remoteness, economically fragmented, 

small domestic market, prone to natural disasters, narrow resource base, etc. Table 6 

provides with a comparison of the key social, economic, and geographic characteristics of 

the PICs and the CARICOM10. The Caribbean Community is much larger in terms of the 

market size when compared to the PICs but has a slightly less land area. Haiti itself has a 

total population slightly higher than that of the entire PICs. The total GDP of Caribbean 

is four times the GDP of the PICs. In essence, the Caribbean region is bigger in terms of 

the GDP and the market size whilst the PICs has a relatively smaller market and is more 

scattered over the ocean. The average per capita GDP in the Caribbean is almost twice as 

that of in the PICs. However, there are significant differences in the per capita GDP 

among the countries within both regions. Both the regions have also achieved similar 

average GDP growth in the recent year.  

 

Table 6: Comparison of the Key Characteristics of the PICs and Caribbean  

Characteristics PICs CARICOM 

No. of countries 14 15 

Total 8,082,730 15,313,662 

Highest 5,900,000 8,646,849 

Population  

(2006) 

Lowest 1,625 9,538 

Land Area (Sq km) Total 528,791 462,909 

                                                 
10 Members include: Antigua & Barbuda, The Bahamas, Barbados, Belize, Dominica, 
Grenada, Guyana, Haiti, Jamaica, Montserrat, ST. Kitts & Nevis, Saint Lucia, St. Vincent 
& Grenadines, Surinam, and Trinidad & Tobago 



Largest 463,000 214,970 

Smallest 21 103 

Total 11,018 44,120* 

Highest 5,654 14,763 

2006 GDP 

At current Price (US$M) 

Lowest 45 42 

Average 3,694 6,713* 

Highest 15,427 18,168 

2006 GDP Per Capita 

At Current Price (US$) 

Lowest 661 455 

Average 3.7 3.30* 

Highest  6.1 7.9 

 2006 GDP Growth  

Rate (%) 

Lowest 1.3 -3.0 

* Based on 2005 figures 

Source:  Authors Calculations based on data from World Bank, United Nations, and 

CARICOM Secretariat   

 

Nevertheless, there are also differences between the two regions, which are important to 

note. The most critical difference noted by Jayaraman (2005) is that all the efforts 

towards regional integration in the Caribbean are driven by the members whilst all the 

efforts in the Pacific are often influenced by the metropolitan powers, mostly ANZ. The 

Pacific Plan is a diversion from this, as it is an initiative solely from the PICs and 

demands a major shift in the strategy towards strengthening regional cooperation. Hence, 

it now remains to be seen how effective will be the Plan in driving regional cooperation 

and integration of the PICs. The other important difference between the two regions is 



their location. The Caribbean is much closer to the larger markets of the Americas and 

the EU whilst the PICs are much isolated. For most of the PICs, the major ports are 

Auckland, Sydney, or Tokyo, which are over 3000 km away on average. In contrast, the 

huge US market is less than 1000 km from the small island states of the Caribbean. 

Hence, the PICs face a greater challenge of integrating their economies and linking it to 

the world market. 

 


