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Abstract

This paper explores the specific challenges faced by the Insular Caribbean and highlights
how regional integration and effective economic cooperation can serve as transformative
strategies for overcoming these barriers. Through a detailed examination of economic
structures, climate vulnerabilities, and collaborative opportunities, the paper underscores
the importance of unity and shared action in shaping a sustainable future for these nations.
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Resumen

Este articulo explora algunos de los retos particulares que enfrentan los paises del Caribe
insular, y resalta que la integracion regional y la cooperacion econdémica efectiva pueden
constituirse en estrategias transformadoras para la superacion de dichos retos. A partir de
un detallado analisis de las estructuras economicas, las vulnerabilidades
medioambientales y las oportunidades colaborativas, este trabajo revela la importancia de
la unidad y la accion compartida para configurar un futuro sostenible para estas naciones.

Palabras clave: Economias abiertas, Macroeconomia, Crecimiento econémico, Acuerdos
internacionales, Organizaciones internacionales.
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Introduction

The nations of the Insular Caribbean, often referred to as Small Island Developing States
(SIDS), face a unique set of challenges that significantly impact their path toward sustainable
development. These challenges are deeply tied to their small size, limited natural resources,
and high exposure to external vulnerabilities. Economically, these nations tend to rely on a
narrow range of industries, such as tourism, agriculture, and resource extraction, making
them highly susceptible to economic shocks. Natural disasters, changes in global demand,
and other unforeseen events can quickly destabilize their economies.

Additionally, the small internal markets of these countries limit opportunities for economic
diversification and growth. With small populations and restricted purchasing power, their
economies depend heavily on external trade for essential goods and services, such as food,
fuel, and machinery. This dependency increases their exposure to global market fluctuations,
trade disruptions, and shifts in international policy.

The effects of climate change exacerbate these vulnerabilities. Rising sea levels, stronger
hurricanes, and unpredictable weather patterns pose severe threats to the region. These
environmental challenges not only damage infrastructure and livelihoods but also lead to
significant economic losses that these small economies often struggle to recover from. For
instance, hurricanes can wipe out years of progress in a matter of hours, leaving countries
burdened with debt and long rebuilding periods.

Given these intertwined challenges, regional integration and economic cooperation emerge
as crucial strategies for achieving sustainable development in the Insular Caribbean.
Collaborative efforts, such as those fostered by the Caribbean Community (CARICOM),
provide opportunities for pooling resources, sharing knowledge, and addressing common
issues. By working together, these nations can build resilience to external shocks, create
larger markets to attract investment, and improve their collective bargaining power on the
global stage.

This paper explores the specific challenges faced by the Insular Caribbean and highlights
how regional integration and effective economic cooperation can serve as transformative
strategies for overcoming these barriers. Through a detailed examination of economic
structures, climate vulnerabilities, and collaborative opportunities, the paper underscores the
importance of unity and shared action in shaping a sustainable future for these nations.
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1. Characteristics of the Insular Caribbean Economies

The Insular Caribbean economies, comprising primarily Small Island Developing States
(SIDS), face unique economic structures and constraints that shape their development
trajectories. These characteristics are deeply intertwined with geographic, historical, and
global economic factors, making their challenges distinct compared to otherregions.

1.1. Geographic Constraints and Small Market Size

The geographic isolation and small populations of the Insular Caribbean contribute
significantly to their economic structures. Countries such as St. Kitts and Nevis and Grenada
exemplify the small scale of domestic markets, which limits economies of scale and inhibits
industrial diversification. According to Ramkissoon (2002), these nations' limited size
inherently restricts opportunities for endogenous technological development and economic
resilience.

The geographic dispersion of islands also increases transportation costs for goods and
services. Armstrong and Read (1995) highlight that small islands incur higher per-unit
transport costs, making imports more expensive and reducing competitiveness in global
markets. This geographical isolation also affects regional trade, as high intra-CARICOM
transportation costs hinder efforts to boost intra-regional commerce.

1.2. Highly Concentrated Productive Structures

Economic activity in the Insular Caribbean is often dominated by a narrow range of industries.
Tourism and agriculture play a central role in most economies, while manufacturing and
technology-based sectors remain underdeveloped. Research shows that tourism contributes
over 10% of GDP in countries like the Bahamas and Barbados, making it a cornerstone of
economic activity. However, this reliance on tourism exposes these economies to external
shocks, such as global financial crises or pandemics.

Similarly, agriculture—though a historical mainstay—has declined in relative importance.
Haiti, for instance, exhibits one of the largest shares of agriculture in GDP (31%), yet it remains
among the region's poorest performers, indicating the challenges of relying on traditional
agricultural exports. The shift towards services, particularly tourism, has provided
opportunities but also created vulnerabilities due to the sector’s sensitivity to global market
conditions.

1.3. Dependence on External Trade and Investment

Most Insular Caribbean nations exhibit a high degree of openness, with trade-to-GDP ratios
significantly higher than other small economies globally. Countries like Antigua and Barbuda
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have trade-to-GDP ratios exceeding 135%, underscoring their heavy reliance on imports and
exports. While this openness allows access to global markets, it also heightens exposure to
external shocks, such as fluctuating commodity prices or supply chain disruptions.

Foreign direct investment (FDI) also plays a pivotal role, particularly in tourism and offshore
financial services. For instance, Barbados and the Bahamas have leveraged their strategic
location and favorable regulatory environments to attract significant FDI. However, these
sectors are vulnerable to international scrutiny, such as the OECD’s blacklisting of offshore
tax havens, which has threatened their financial services industries.

1.4.Vulnerability to Climate Change and Natural Disasters

The Insular Caribbean is among the regions most exposed to the adverse effects of climate
change. Rising sea levels, intensified hurricanes, and shifting weather patterns threaten
infrastructure, livelihoods, and economic stability. According to Lewis (2022), the region has
experienced increasing economic losses due to tropical cyclones, particularly between 2010
and 2019. The heavy concentration of populations and infrastructure along coastlines
exacerbates this vulnerability, making disaster recovery costly and time-consuming.

1.5. Limited Institutional and Fiscal Capacity

The fiscal and institutional capacities of many Insular Caribbean nations are constrained by
high debt levels and small public sectors. For example, countries like Jamaica and Barbados
have struggled with debt-to-GDP ratios exceeding 100%, which limits their ability to invest in
critical areas such as education, health, and infrastructure. Additionally, the administrative
fragmentation among small island nations complicates regional integration efforts, such as
those pursued under the Caribbean Community (CARICOM).

1.6. Social and Political Stability

Despite their economic vulnerabilities, many Insular Caribbean states maintain relatively high
levels of social and political stability. This stability has been a key factor in attracting tourism
and investment, as countries like Barbados and the Bahamas capitalize on their reputation
as safe and well-governed destinations. However, social cohesion is not uniform across the
region, with nations like Haiti facing ongoing political and economic challenges.

1.7. The Current International Order and Its Implications

The global economic order often disadvantages small nations. Trade policies, intellectual
property regimes, and financing structures are frequently tailored to benefit larger, more
powerful economies. Caribbean nations face challenges in accessing affordable financing,
particularly for climate adaptation and mitigation projects. Additionally, high debt levels in

Revista Cubana de Economia Internacional
CCBY 4.0 Nov/2024-Abr/2025 Pags. 122-134



OVERCOMING CHALLENGES TO DEVELOPMENT IN THE INSULAR CARIBBEAN:
The role of Integration and Economic Cooperation

Abdullah Oguz Turan

many Caribbean countries constrain public investment in critical sectors such as education,
health, and infrastructure.

The economies of the Insular Caribbean are shaped by their small size, geographic isolation,
and dependence on a few key industries. While these characteristics provide opportunities,
such as leveraging tourism and financial services, they also create vulnerabilities, particularly
in the face of global economic and environmental challenges. Addressing these structural
issues will require coordinated regional efforts, robust policy frameworks, and external support
to build more resilient and diversified economies.

2. The Case for Regional Integration

Regional integration has been a recurring theme in the development discourse of the
Caribbean, as small island developing states (SIDS) grapple with the constraints imposed by
their size, geographic dispersion, and economic vulnerabilities. This section explores the
rationale for and potential benefits of regional integration, drawing insights from the historical
evolution of Caribbean regionalism and contemporary challenges highlighted in the provided
literature.

2.1. Historical Evolution of Caribbean Integration

The Caribbean’s integration journey has deep roots, beginning with the West Indies
Federation (1958-1962), which aimed to unite the English-speaking Caribbean but ultimately
failed due to internal disagreements over sovereignty and governance. The subsequent
establishment of the Caribbean Free Trade Association (CARIFTA) in 1965 marked a
renewed effort toward economic cooperation, transitioning in 1973 to the Caribbean
Community and Common Market (CARICOM) under the Treaty of Chaguaramas. CARICOM
introduced three key pillars: economic integration, functional cooperation, and foreign policy
coordination (Bishop et al., 2011).

The creation of the CARICOM Single Market and Economy (CSME) in 2006 represented
another significant step. However, as Bulmer-Thomas (2001) notes, the slow pace of
implementation and limited scope of economic activities within the region have hindered its
effectiveness. The literature emphasizes that while the legal frameworks for integration exist,
practical barriers such as economic heterogeneity and institutional weaknesses continue to
impede progress.

2.2. Economies of Scale and Market Expansion

The small size of individual Caribbean economies limits their ability to achieve economies of
scale or attract significant investment. Regional integration offers an opportunity to pool
resources and create a larger, more attractive market. By reducing trade barriers and
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harmonizing regulations, CARICOM aims to foster intra-regional trade and investment. For
instance, the establishment of the CSME seeks to enhance the free movement of goods,
services, capital, and labor across member states, allowing businesses to scale their
operations and compete globally (Bishop et al., 2011).

However, as highlighted in the Caribbean Regional Integration report, intra-regional trade
accounts for only a small fraction of total trade, with extra-regional partners like the United
States and the European Union dominating export and import markets. To maximize the
benefits of integration, the region must address infrastructural and logistical barriers that
inflate the cost of intra-regional commerce (Bishop et al., 2011; Bulmer-Thomas, 2001).

2.3. Collective Bargaining Power

Regional integration strengthens the Caribbean’s bargaining position in international
negotiations. By presenting a unified front, CARICOM has been able to negotiate more
favorable trade agreements and secure development aid. Bulmer-Thomas (2001) highlights
how open regionalism—which combines regional trade liberalization with global market
integration—has enabled small economies to navigate globalization’s challenges more
effectively.

For example, the Economic Partnership Agreement (EPA) between CARIFORUM (a
subgroup of CARICOM) and the European Union demonstrates how collective negotiation
can secure preferential market access for Caribbean goods and services. Nonetheless,
disparities in capacity among member states often undermine the region’s ability to fully
capitalize on such agreements (Bishop et al., 2011).

2.4. Social and Functional Cooperation Benefits

The Caribbean faces numerous shared challenges, including climate change, natural
disasters, and transnational crime. Regional integration facilitates coordinated responses to
these issues. For instance, the Caribbean Community Climate Change Centre (CCCCC)
plays a critical role in pooling expertise and resources to address climate adaptation and
mitigation (Bishop et al., 2011). Similarly, the Regional Security System (RSS) enhances
collective security efforts, addressing issues such as drug trafficking and border
management.

2.5. Human Development and Capacity Building

Functional cooperation in education, health, and disaster management has yielded significant
benefits. Institutions such as the Caribbean Examinations Council (CXC) and the University
of the West Indies (UWI) exemplify how regional collaboration can enhance human capital
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development. These initiatives not only improve access to education but also create a sense
of regional identity and solidarity (Bishop et al., 2011).

2.6. Challenges to Effective Integration
Despite its potential, Caribbean integration faces several hurdles such as:

Economic Heterogeneity: The wide disparities in economic size and development levels
among CARICOM members complicate policy alignment and equitable resource distribution.
Trinidad and Tobago’s dominance in energy exports, for instance, contrasts sharply with the
tourism- dependent economies of smaller states like St. Lucia and Antigua.

Institutional Weaknesses: The implementation deficit within CARICOM institutions
undermines the region’s ability to achieve its integration goals. Weak enforcement
mechanisms and limited political will among member states exacerbate these issues.

3. Recommendations for Strengthening Integration

The Caribbean region faces many challenges, but there are practical ways to make regional
integration more effective and beneficial for all member states. Here are some key
recommendations explained in simpler terms and expanded for clarity:

3.1. Reform CARICOM Institutions

e CARICOM needs stronger rules and systems to make sure that all countries follow
through on their commitments. For example, if member states agree to a trade policy,
there should be a way to enforce that agreement.

e Decision-making processes should be streamlined to avoid delays. Instead of long
discussions with no action, clear deadlines and responsibilities should be set.

e Strengthening these institutions would build trust among member states and ensure
that plans lead to real progress.

3.2. Invest in Regional Infrastructure

e One major barrier to trade within the region is the high cost of transportation. Building
better roads, ports, and shipping systems can help lower these costs.

e Improved communication networks, such as faster internet and better phone
connectivity, can also make it easier for businesses to operate across borders.

Revista Cubana de Economia Internacional
CCBY 4.0 Nov/2024-Abr/2025 Pags. 122-134



3.3.

3.4.

3.5.

Shared energy projects, like regional solar farms or wind energy programs,
can reduce reliance on expensive imported fuel and provide affordable
energy to all member states.

Enhance Policy Harmonization

Right now, each country has its own set of tax rules, banking regulations,
and trade policies. This makes it hard for businesses to operate regionally.

By aligning these policies, businesses can operate more easily across
borders. For example, a company in Barbados could sell its products in
Jamaica without worrying about conflicting tax rules or extra paperwork.

Harmonized policies also create a more predictable environment for
investors, which can attract more funding to the region.

Engage Non-State Actors

Regional integration isn’t just the responsibility of governments. Private
businesses, universities, and non-profit organizations should also play a
role.

For example, partnerships between universities and industries can drive
innovation and create jobs. Civil society groups can advocate for inclusive
policies that benefit marginalized communities.

Engaging more voices in the process can ensure that integration efforts are
practical and widely supported.

Focus on Climate Resilience

The Caribbean is highly vulnerable to hurricanes, rising sea levels, and other
climate- related challenges. Regional projects that prepare for and respond
to these events are critical.

For instance, a shared disaster response fund can help countries recover
quickly after a hurricane. Regional weather monitoring systems can provide
better early warning to reduce damage.

International funding for climate projects should also be pursued collectively,
giving the region more bargaining power to secure needed resources.

By addressing these areas, CARICOM can become a stronger and more effective
organization. Investing in infrastructure, aligning policies, and engaging more
stakeholders can help overcome existing challenges. Atthe same time, focusing on
climate resilience and strengthening institutions will prepare the region for future
risks. With these steps, the Caribbean can achieve deeper integration and build a
more prosperous and united future.

Revista Cubana de Economia Internacional

CCBY 4.0 Nov/2024-Abr/2025 Pé4gs.1-22



EL YUAN. Situacién actual y Perspectivas

Dra. Elda Molina
4. Challenges to Integration and Cooperation

The Caribbean Community (CARICOM) has worked for many years to bring its
member countries closer together both economically and socially. However,
progress has been slowed by several major challenges. These include differences
in economic development between countries, weaknesses in regional institutions,
outside pressures from global trade, and the unique difficulties faced by small
island nations. This section explains these challenges in simpler terms, using
examples and insights from research.

4.1. Economic Disparities Among Member States

CARICOM’s member states exhibit significant economic diversity, ranging from
resource-rich nations like Trinidad and Tobago to tourism-dependent islands such
as St. Lucia and Antigua. These disparities complicate the implementation of
region-wide policies. Trinidad and Tobago’s dominance in intra-regional exports,
which accounted for 68% of the region’s total between 2011 and 2016, has created
tensions among other member states with smaller, less diversified economies.
Jamaica, for instance, has voiced concerns about trade imbalances, arguing that
the region’s economic policies disproportionately benefit its more industrialized
members (Hornbeck, 2008).

To address these disparities, CARICOM established a compensation mechanism
for less- developed states. However, the persistent categorization of countries as
‘more developed” or “less developed” has fueled debates about equity and
fairness, with critics arguing that the distinction exacerbates divisions rather than
fostering unity (Hornbeck, 2008).

4.2. Institutional Weaknesses

A recurring theme in CARICOM'’s history is the gap between aspirations and
implementation. Member states often fail to fully adopt agreed-upon policies or
execute them effectively. The Caribbean Single Market and Economy (CSME),
envisioned as a cornerstone of integration, has faced delays in implementation
due to bureaucratic inefficiencies and a lack of political will. This “implementation
deficit” undermines the credibility of CARICOM’s institutions and stymies progress
(Lewis, 2020).

For example, while agreements to liberalize trade and enable the free movement
of skilled labor exist, enforcement remains inconsistent. Only a limited number of
professions are recognized for free movement under the CSME, and
administrative hurdles frequently deter compliance. Additionally, the lack of a
centralized enforcement authority means that member states often act
independently, further hindering cohesive action (Hornbeck, 2008).
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4.3. External Pressures and Erosion of Trade Preferences

CARICOM'’s economies are heavily reliant on trade with external partners,
particularly the United States and the European Union. The gradual erosion of
preferential trade agreements, such as the EU’s Lomé Convention, has forced the
region to compete on less favorable terms in global markets. This shift has
exposed structural weaknesses in Caribbean economies, such as high production
costs and limited competitiveness (Hornbeck, 2008).

The Economic Partnership Agreement (EPA) between CARIFORUM (a subgroup
of CARICOM) and the EU illustrates these challenges. While the EPA aims to
integrate the Caribbean into the global economy, its reciprocal nature requires
CARICOM states to open their markets, potentially undermining local industries.
The transition from preferential trade to reciprocal agreements has been
particularly difficult for smaller economies that struggle to compete internationally
(Lewis, 2020).

4.4. Migration and Labor Mobility Issues

The free movement of people, a key tenet of CARICOM’s integration strategy,
remains a contentious issue. While provisions exist for the movement of skilled
workers, practical barriers, such as differing national regulations and limited
recognition of qualifications, hinder progress. Moreover, fears of mass migration
from less-developed to more-developed states have led to resistance from
countries like Trinidad and Tobago and Barbados. High-profile cases, such as the
Shanique Myrie incident involving a Jamaican national denied entry to Barbados,
underscore these tensions (Hornbeck, 2008).

Many skilled workers leave the region, making economic problems worse. This
"brain drain” means there are fewer talented people to help with development.
Instead, the region depends on money sent back by these workers, but this money
is often not enough to make up for the loss of skilled professionals (Lewis, 2020).

4.5. Security Concerns and Climate Vulnerability

The Caribbean’s susceptibility to natural disasters and transnational crime poses
significant challenges to regional cooperation. Hurricanes, rising sea levels, and
other effects of climate change disproportionately impact smaller islands, straining
their economies and diverting resources from integration efforts. CARICOM has
taken steps to address these issues, such as the establishment of the Caribbean
Community Climate Change Centre, but progress has been slow due to resource
constraints (Hornbeck, 2008).

Security concerns, including drug trafficking and money laundering, further
complicate integration. The inclusion of some CARICOM states on international
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blacklists for financial crimes undermines their access to global banking systems
and damages the region’s reputation (Lewis, 2020).

While CARICOM has made strides in promoting regional cooperation, it faces
numerous challenges that require concerted effort and innovative solutions.
Addressing economic disparities, strengthening institutional capacity, navigating
external pressures, improving labor mobility, and mitigating climate and security
risks are critical to advancing integration. By prioritizing these areas, CARICOM
can enhance its relevance and effectiveness in fostering a more united and
resilient Caribbean.

5. Innovative Financial Mechanisms for Sustainable
Developmentin the Insular Caribbean

The Insular Caribbean faces significant economic challenges, including high debt
levels and vulnerability to climate-induced disasters. To address these issues,
countries in the region are adopting innovative financial mechanisms that align
debt management with climate resilience efforts.

One such strategy is the implementation of "hurricane clauses" in sovereign debt
agreements. These clauses allow for the suspension of debt payments in the
aftermath of a natural disaster, providing immediate fiscal relief and enabling
countries to focus resources on recovery efforts. Grenada became the first nation
to activate such a clause following the devastation of Hurricane Beryl in 2024,
suspending $12 million in interest payments over the next year. This move is seen
as a test case for the effectiveness of hurricane clauses in providing fiscal relief
after natural disasters.

Another innovative approach is the use of debt-for-climate swaps, where a portion
of a country's debt is forgiven in exchange for commitments to invest in climate
resilience and environmental conservation projects. Barbados, for instance, is set
to launch a new debt-for-climate swap supported by a $300 million guarantee from
the European Investment Bank (EIB) and the Inter- American Development Bank
(IDB). The savings from this deal will be used to upgrade sewage treatment plants,
enhancing water supplies and reducing pollution. This initiative is notable as the
first such involvement by the EIB under the EU's Global Gateway project.

These financial mechanisms not only provide immediate economic relief but also
promote long- term sustainability by directing funds towards climate adaptation
and mitigation projects. By integrating debt management with environmental
objectives, the Insular Caribbean can enhance its resilience to external shocks and
foster sustainable development.
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Incorporating this section will provide a comprehensive view of the innovative
financial strategies being employed in the Insular Caribbean to overcome
economic and environmentalchallenges.

Conclusion

The Insular Caribbean faces many challenges as it works toward sustainable
development. These Small Island Developing States (SIDS) are especially
vulnerable to external shocks, climate change, and global economic inequalities.
However, this paper has shown that regional integration and working together can
help these nations overcome these obstacles and create a better future.

The region’s problems are complex. Economic differences between countries,
weak institutions, losing trade advantages, and the impact of climate change all
make development difficult. Many countries struggle with high debt, limited
industries, and a dependence on global markets and natural resources. These
issues leave the region vulnerable to global economic shifts and natural disasters.
But these challenges also offer chances to innovate and work together.

Regional integration, led by CARICOM and initiatives like the Caribbean Single
Market and Economy (CSME), provides an opportunity for greater strength and
shared success. By working together to share resources, align policies, and
strengthen collective influence, Caribbean countries can solve common problems
more effectively. The benefits of integration go beyond economics. They include
better education, health care, and disaster management, as well as building a
sense of regional unity. Successful programs in these areas show the value of
working as a team.

Still, deeper integration is not easy. Differences in the economies of member
states, delays in implementing plans, and external pressures have slowed
progress. Overcoming these barriers will require strong leadership, reforms to
regional institutions, and more involvement from businesses and local
communities. By including more voices and encouraging new ideas, the region
can create a stronger framework for integration.

Preparing for climate change is also key to the region’s future. The Caribbean is
one of the most vulnerable areas in the world to hurricanes, rising seas, and other
climate risks. Regional projects like renewable energy and shared disaster
response plans can help reduce these risks and lessen dependence on outside aid.
Securing international funding for these efforts is crucial, and the Caribbean must
work together to push for fair and accessible financial support.

The global economic system also needs to change to better support small and
vulnerable economies. Caribbean nations can use their collective voice to demand
fair trade policies, debt relief, and better access to technology. Strengthening
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regional organizations and working as a team in global negotiations will increase
their influence and help achieve these goals.

In summary, while the Insular Caribbean has big challenges, it also has many
opportunities to grow through integration and cooperation. By working together,
using shared resources, and addressing global inequalities, the region can build a
stronger and more united future. This journey will take hard work and teamwork, but
the outcome will be worth the effort.
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