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In the wake of declining swength of northern ecosomies and mounting doubts
about the benefits of existing patterns of wade in developing coumries the
quesdion as 1o whether there are poentially geeater benefits 1o be had from South-
South trade is 2 very imporant one.  The answer is espegially imponant to the
icast developed counuies which maust face the challenges of growth and
development in a highly competitive global environment where fower concessions
are being made to them. In recent times there has been considerable debate
regarding the Hkely gains from such trade. Much of the debate has taken place
at an intuitive level with tutke empivical work being done.  This paper surveys the
literature on South-South trade and finds that there are plausible arguments for
this type of trade, Ewvidence on the benefits of this trade consists, however, of
few srudies, which arz yio1 conclusive.

Intreduction

A desire for rapid economic growth in developing countries wmised many questions about the
relationship between trade and growth. The Less Developed Countries(LIDCs) attiude towards
trade is intimately refated to their concsen about their econcmic development, How can trade
help them o achieve their ultimate goal of development? The theory of comparative advantage
is supposed o be applicable to all countries in every stage of development. The gains from

trade are shared with alf participanzs. Many development sconomist are sceprical about this.



Much of the debate on the role of international trade (which historical has involved developing
countries exporting primary products 1o developed countries and imponing manufacouring goods
from: them) has., in fact arisen from what some view as, the apparent fatlure of such trade to act
as an “engine of growih' in many, bt by no means al, developing countries, The imtial
expansion of the export seotor in [DCs often falled 10 stimulate widespread growth and
development and indeed it has been argued that its overall impact may have been harmful - with
the result that in 4 large number of LDCs, the export sector was an ‘enclave of development’

amid the largely raditional subsistence economy.

While nor contradicting the neoclassical view of gains from uade, some have argued that such
gains are unlikely to be significant among LDCs bacause they are less developed {Jacking in the
relevant markeis and lacking the respongiveness to the market opportunities aml dynamic

influgnces of international trade found in developed market economies)

ihers have argued that the market opporiunities open 1o LDCs limit the possibility of gains
from 'inernational wade”. They polit 1o the slow growth of export eamings from primary
commadities, the risk auendant in LI s current degree of specialisation in such exponts and the
difficulties of obtaining access to overseas markets for more diversified range of export products.
B0 that the LDC dependence on industrial markets means a dependence on exports of primary
commaodities, with their declining terms of trade and, in consequent, slow export growth and

retarded industrialisation,
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A more radical view is that international trade or more specifically trade between rich and poor
countries is actually harmful 1o LDCs' development. The unequal exchange thesis, {Arghiri
Emmanual, 1972) for instance, suggests that such trade is carried out at the expense of poor
countries. Another thesis Is that, patterss of production, consumption and lncome distribution
in LDMCs are distomed by the dependence engendered by rich-poor irade. in technologies

impurted from and evolved in developed counmries {Stewart, 1976).

The apparent undesirability of continuing irade relations between tich and poor couneries has
prompted 3 mamber of LDCs to pursue inward-looking strategies. The results of an impont
substintion, induswialisation strategy however have been disappointing in mwst countries.
Indesd the nurrowness of most LDXCs internal markets and their limited range of productive
resowrces would inevitably impose severe constrainis on their development possibilities if they
atternpted an awiarkic strategy. In this sense the choice between an outward looking or inward
looking development strategy is unreal for most LDCs as it is for most countries). The
arguments ountlined above suggest that there are fimits to LDCs gains from wrade with developed

market econMmnIes.

The various argoments refating 1o the limitations on the gains that may be expected {rom rich-
poor teade. the difficulties of multilateral solutions to LDCs trade problems and the likely cost
of individuzal autarkicA solutions raise the question of the possibility of develeping trade among
LDDCs. Can there be an eseape route through trade among LDCs? There are many who believe

that there is.  VYerious agencies within the United Nadons and elsewhere have had an active



progranung 1o promote the view thar greater cooperation among developing counirizs is highly
desirable, with trade being the main focus of this greater cooperation. The apparent upward
surge in such wrade since the mid-seventies and in light of the declining stsength of northern
economies Have served & forther boost popular opinion that such made is a viable aliernative for

less developed countries in their bid w accelerate their growth,

It is argued that dynamic gains arise from trade among developing countries. Atention is paid
o the actual or potential trade among less developing countries(LDCs) in a variery of
manufactures, A survey of the major new works in development sconomics attest to the
perceived desirability of South-South wade 25 a means of revamping the international division
of bawr and reducing the dependence of LDCs on the industrisdized economies. Frances
Stewart (1576) in a paper on the redirection of international trade on a South-South basis, argued
that such trade is of the highest importance from several points of view, and not Jeast, in the

present context, as regards a strategy for industrial development and the refated problems of the

generation and transfer of suitable technoiogies within the Third World.

Opponents of greater South-South trade have questioned the current low levels of this trade, in
light of the perceived benefits, that are said 0 exist. Indeed, the view that current levels of
South-Sourh wade is in some sense “too low” given the apparsnt benefits is accepted by its
proponents, but they argue that this reflects biases against this trade channel. Stewart (1976}
argnes that colonial and neocolonial coercion have forced developing countries o tade less with

one another than they should. The consequences are sxcessive specialisation and consequent
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vuinerability, on the one hand, and a loss of the dynamic benefits of trade with one another, on
the other. Arguments of welfare gains from South-South trade lends support to irading
arrangements among developing coumries. It has been found that such arrangements have
impHcations for the direction and commodity charscteristics of wade. The question of why
developing countries are not trading among themselves as much as is expected raises the

question; what are the determinants of direction of exports/trade, in particular, the size, direction

and compositon of trade flows.

A comprehensive pictare of the determinants of size, direction and compesition of South-South
trzde flows emerpes from the literamee, In this paper we will survey this literarmre, examining
many of these issues mentioned above, but the primary focas will be on the arguments for and
against South-South trade a5 a development sreawegy for developing coumtries. We begin with
a Took at the theoretical debate on the determinants of the direction of expors, followed by a

review of the literatnre on the welfare effects of the direction of rade and the evidence.

Determinants @ irecti iy

The most widely used predictive theory of trade, Heckscher-Ohlin, does got, in its customary
two-country form, deal with the directon of trade (see Havrylyshyn and Wolf, 1587). Studies

extending the theory to & muiti-country world have concluded that & country will import capital



intensive goods from countries better endowed with capital than itseif and impors Iabour-
intensive goods from countries less well-endowed with capital {Krueger, 1977 Baldwin, 1979;
Havrylyshyn and 'Wolf, 1987, Direction is determined by the factor endowment of the
importing country, The fmplication of this, is that the most impomant opportunity for wade will
be berween developing and indusirial couneries.  There is however some agreement thar if
we add more {actors such a5 labour with different skills it would increase the opportunity for
trade between any two developing coumtries with some differences in factor endowment.
According to the basic framework (Heckscher-Ohding rade will occur between countries with
substantial differences in factor endowment. Ir this sircation the only possiblity for wade among
developing countries would be in natral resource based goods, given that differences among
devgioping countries on natural resource endowmenis among developing countries are likely 1o

be large.

The existences of trading barriers would also explain differences in the factor intensity of export
bundles in different direcdons. The teading barrier of the importing country- that might Hait
the export of any good also produced in the importing country. It is suggested that the principal
constraint to more South-South trade lay in the developing countries’ high level of protection
(Hughes, 158D}, Protection has risen in recent times and is concentrated on ems which
developing countries are in a positivn to produce and are likely to be those most suitable for
other developing countries to export.  Attempts o create integrated arranggmenis such as free
trade areas or cusiom unions represent a departure from the genesal story of commercial policy

barriers in developing countries {Haveylyshyn and Wolf, 19873, While the benefits and viabilicy
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of these schemes have beea questioned (Balassa and Stongesdiik, 1975 and Vaitos, 1978}, there
is some agreement that such arrangemesits have increased the volume of trade among developing
country members, whether through wade creation and or diversion. The exiztsnoes of such
arrangements are likely 10 increase the exports of capial-imensive goods from more 1o less
advanced mambers, thus Increasing the weight of such exponts in the wial exports of the former

group of countries and widening the difference between their exporty in different directions.

Barriers imposed by industrial ¢ountries affected trade by divection. Recent reductions In tariffs
indicating lower levels of prowction by developed cowmries w the expors of developing
countries means a redection in the limitations on the potential for developing countries to expott
to industrial countries. The counter-argument has been that this reduction in tariffs has been
matched by an incresse in non-tariff barriers, which represents 2 major stumbling bloe to

developing countries exports’ @ industrial countries,

The policies of exporers other tham those aimed at protecting their domestic industries can
influence trade by direction. Policies to develop and promots exports of more capital-intensive
goods are likely to increase the difference between export bundles in different directions, as weil

as the weight in total exports of capital-intensive exports to poorer countries.

The barrfers o imports imposed by developing and industrial couniries have iwmportan:
implications not only for dirgotion of trade, but for its characteristies (Havrylyshyn and Wolf,

1987). Exporss would tend o go 1o the moze open markets, Because relatively open markets

N



are found in the more successful industrial countries, the more successful exporiers will tend @
shift woward the labour-itlensive goods in which they enjoy a comparative advantage over the
industrial countries. Meanwhile, the more restrictive commercial policies of developing
countries will end to restrict trade In manufactures to goods not produced by a particular
importing country. Thus, much of this trade will consist of exports of relatively capftal-intensive
commodities from more 0 less advanced coumtries. At the same timne, regional liberalization
among deveioping countries will incresse the proportion of 4 member’s wade, that is, with
developing countries, and the apporturities, not only for intra-indestry trade, bup alse, for
expanded expons of goods In which a country does oot possess a comparative advantage from

a global poimt of view.

Policy and natsral barriers influence the direction of wade (Havrylyshyn and Wolf, 1987). The
high cost of ramsport and communications, which may be thought of as including financial
networks and currency clearing arrangements, provide a bartier o increased rade among
developing countries. These problems are circular, since bewter connections, lower transport
costs, and iaproved financial facilities ars as much dependent on increased trade as increasad
wade is dependert on them. Closer proximity o each other not just physicaily but cultural
should suggest g natumal temcdency to trade among them. Trade among developing countries i3
also likely to be affected by an absence in the importing country of key institutions such as

retailers, specialized importers, and wholesalers.
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Totra-industry wrade s Hkely to creats a simation where there is wrade in both directions in
commextities where the factor intengiry rankings in the wading parmers are similar {when using
the peneral factors of production). Inma-industry is howsver not a thevry but an observation-
ane which challenges the Hackscher-Ohlin paradigm. To incorporating this into the Heckscher-
Ohlin framework, the sssumption of constant returns 5o scale or knowledge being commeon ©
all counmies and firms would have  be relaxed. In this ¢ase 2 rationale for wade in
manrufactures among developing countries emerpes, with the éxistences of economies of scale

ard firm-specific knowledge.

Linder (1961} suggested another deterrminant of the direction of trade, namely similarity between
the patern of domestic demand.  According to this hypothesis trade flows shonld radiate out o0
proximate and similar markets. The greater the similarity berween the pattern of domestic
demand, the greater the trade between two countries. Since devsioping countries are mose
similar to one another than to industrial countries, and the faver are similar 10 ¢ach other, the
implication is 2 Jarge amount of trade, ail things being equal, among industrial countries and
among devetoping couries, and relatively litile betwesn the two groups. One reason why this
might gcour is inward-looking industrialisation in the exporting country: with such a pattern, the
strucrure and characteristics of production will be ¢etermined by those of demand. Exports are
then likeiy to go to countries with broadly similar demand parterns which are either mot yet able

to produce the goods or which follow relatively liberal trade policies with respect to the

exporter.



Market size &lso has 2o exwemely imporan: role 10 play in determining the direction of trade
flows but it is only if the patvern of Jdemand matches the actual o¢ potential comparative
advaniage of the exporer that aggregate growth creates imporian: opportunities. Indsed the
export pessimism of the 1%50s deperdled as much on the presumed mability of developing
countries to diversify away from primary commedities that have poor growth prospects as on
the aggregare growth potential of industrial countries. The greater growth of developing country
markets will tend (o incresse the opporturities for exports of mose capial- and skili-infensive

manufacrared goods, thug favouring the more advanced developing country suponers.

The Welfare Effects of the Direction of Trade

B Dz bron argued thar-at least in manufacmres-tende with industris! countries is more beneficial
e developing countries than that with developing countries. Given the fsbour intensity of
developing counzries expors o indusirial countries compared to their exporis w other developing
countries, increased rrade with industrial counsries would serve 1o alleviste the current high level
of unemployment in these countries (Krueger, 1978). This argument has beenrfanlted on the
grounds that the assumptions that labour is in surplus and the demand in industrial countries for
exports of developing counwies is elastic are questionable, The surpius iabour is not tree of
some deveioping countries- severs! newly industrizlizing economies (for eg. Hong Kong,
Singapore. the Republic of Eorea and Taiwan) whers evidence of upward wage pressures

suggests & proximity to fuil employmen:. (This indiscriminate lumping of developing countries
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as though there are a homogeneous group, especially as it relates to jesource endowment can

only lead to faulty conclusions).

South-Scuth trade is likely also to be beneficial from the point of view of reducing the cost of
infant industry protection, If developing countries wraded only with industrial eountries more
capitai-intensive ard sophisticated goods can initially be produced only for the home market,
requiring protectdon {an mfant industry argument) and ies associated cost.  The existences of
cther poorer countrics, however, crears 3 mamrz] comparative advantage for exports from the
eouniry’s next generation of more capial-intensive industries. In this way the costs of infant
indusity promotion arg lowered, aid, in the process, growth should he somewhar aceelerared,

South-South trade allows more advanced deveioping countries (0 move 0 a different stage.

Qe can Hak the argument of the dynsmic benefits of wrade among developing countries to the
"dependency” argument which stresses the need for diversification of developing coumtries
exports.  One of the reselis of diversification in the direction of rade is diversification in the
product waded. Diversification of trade, in wrn, entails more diversified domestic production.
From z social point of view, diversification may be beneficial simply a3 inserance against
adverse developments in major products. Diversification may also provide social benefits

because it ensures a wider range of skills and knowledge.

The structuse of their arguments are sightly different from the expon pessimists, since the issue

is set in & dynamic corgexi, i which the goal is a certain mte of growth for developing countries



aad the constraint is the rate of growth and pattern of global demand. The superiority of trade
amaong developing countries at the margin over that with indusmial countries is not necessary 1o
the argument, as with the export pessimist. Rather, the view is that a certain rate of growth is
egsential for almost all developing countries. Lewis {1980) sees Socuth-South rrade as =
mechanism 1o stabilize Third World growth in the face of a slowed down Northern engine. Slow
growih in industrial countries lmits the rate of growth of primary exporis by developing
countries, without major relative price declines, and of manufacmired exports, largely because
of proweetionism. The required averali growth of trade can then be achieved only by accelerated
growth of trade among developing counufes. The argument states, therefore, that, although all
trade is equally beneficial in itself, the value of any one market opportunity increases as others
deciine, This means that the costs of the barriers 1 trade among developing countries are higher
in the present circumstances than when industrial cowwries were more dynamic. Within the
framework of these arguments preferential trading arrangements among developing countries

constitates a step in the right direction.

An improved overal} terms of trade srgument in relation to industrial countries would be 2 spin-
off from fncreased wrade among developing countries. To the extens thut such trade & 2
substituze for trade with industrial couniries, the sffecr will be ap upward shift in the expont
supply curves o the industrial countries- reduce expont volumes and improve overall terms of

trace in relation o indostrial counmies (Havevlvshyn and Wolf, 1987),

Srewart {1989} in an examinaton of some of the recent theories of imernational trade noted that
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while most of the new tade theories have been specifically designed o explain North-North
trade and provides 5o explanaton for existing teade patterns of developing countries they do
nonstheless offer 2 large number of insights for future trading patterns and policies for the
South. Ascording 10 Stewart Sourh-South rade would offer a potential way for the South to gain
from the types of uade being considered in the new trade theories ~ in products for countries
with similar prefersnces, in differentiated produets and in intermediate products. Stewart argues
thar the potential gains from such trade are great and notes that:

"these gains stem from:

(i) extending the choice of product for south consumers, through South countries

specialising in differentiated products and exchanging them without running into

a chronic balance of payment problems, which tends to arise if product variety

comes from tmporting differentiated products from the Nords

{ify exiending the gains from speciatisntion, increasing division of labour and

economies of scale through trade in intermediate goods and trade in differensiared

consumer goods within the South,

Boih (i} and (1D reprosent classic gaing from specialization theough trade, but on

4 South-Sout: basis.

(if} permitting a more appropriute direction of wehnelopy change in product and

DIOCESEEs;
{i¥) making the terms of trade more ‘equal’ than for Norh-South trade™,

Greenaway (1591) knds some sopport to Stewart’s argument.  In & paper on the sew made
theories ard developing coundries he concludes that while these theories do not explain exigting
patterns of developing countries trade they will have 20 increasingly kmportant patt 1o play in
the future determination of the direction and commuodity somposition of those economies which
are cermently nen-NIC developing countriss. He does not however feel that sew arguments for

protection are valid.



While Stewart’s-arguments' of :dynamic: comparative advantage favouring South-South trade
seems plausible they are for the most pan speculative and need to be researched empirically.
Arguments can be made for and against.the proposition'that trade among-developing countries
is more or less valuable than other sorts of trade bue beforeany policy prescriptions can be made
The problem is how do .we ‘assess the potential of

it is necessary to examine the evidence.

South-South trade.

The Evid;:m;e .
- . S N
Can Sour.h—St‘)ur.h ;mde [;rov{de‘ a;n alternative grou&h stimulus?.Attemp‘ls héwe been made to
provide an answer to this question.” Havrylyshyn (1984) analyzed the chamcteﬁstics'of South-
South trade in-manufactures and recent changes in- the level of such trade 1o help c]arify the
potential of greater self-reliance within the South. Using a sample of 45 developing ccluumries
he investigated whether there were any differences in the factor characteristic of trade by
direction and fm(ll.'ld‘ﬂ"lat the factqr comtent of the trfde basket differed markedly by destination
for human and physical capital Lhrou‘gh the period 196.3 to 1;78. He found Sc;uLh-South trade
to be more mten.s:ve in the use of both phys:cal and human t;apu;l than SDulh—Norlh Lrade and

he concludes. less rauonal from a snauc comparanve advanmee vu:wpomt than South- Nonh

trade.

More importantly, Havrylyshyn found that there was limited evidence that increased trade among
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developing countries had provided the more dynamic- opportunities for export expansion in the
last decade and furthermore there was indirect but strong evidence that the exporting countries
with -greatest orientation towards -the south were those with greater distortion, lessrapid
movements up the ladder of comparative advantage; and weaker export performance. According
to Havrylyshyn the most success‘fm exporters in this peried were not those countries, that shifted
away from industrial markets toward developing ones.- Rather, they were. exporters that had
done well in all markets,. but.with a continuing major focus on those.of industrial countries.
Havrylyshyn concluded that while South-South- trade.of about the present magnimde - one of
greater-developing country exports - was certainly rational, there was little evidence to support:

views that.greater South-South trade should be especially promoted.

Havrylyshyn and Wolf, however went on to admit that if future analysis reveals that there are
differences in factor content for technology-intensive and skill-intensive goods which are subject
to substantial learning-by-doing dynamic externalities (providing that such exist) which can be
exploited more through: South-South trade than South-North, then policies which discriminate.
in favour of South-South trade would be justified. .
This is'the ‘position -taken by, Amsden (1984). .. In a paper on. the direction of r:rade._in
manufactures ameng developing countries she sought to assess the gains if any that could be

realised from such trade. Amsden argued thar South-South trade was composed of a bundle of

commodities that are relatively more skill-intensive and only marginally more capital intensive,



if az all than Sowh-North trade. A view whick Amsden noted was supported by; Rlchards
(1983). Amsden argued that if South-South ttade was encouraged it will become increasingly
characterized by cominodities that are high in skill content, rather than commodities that are
science-baged " provide few jobs and have lintle hope of becoming internationally ¢competitive and
there are technological reasons for.supposing this, Skill is a resousce which Southern economies
have. in abundancs and in as much as skdlled trades are reletively small in scale and Ioss
dependent on science-based RED 16.obtain internationsl competitiveness then LDCs are better
placed to produce skdll-intensive goods. According, to Amsden an abundant supply of skilied
izbour in the NICs is an outcome, not the origin of skilled production. -Skill is accummiated
through @ combination of formal eduestion and experience, Skilled-inensive goods would find
a ready market in the South. As Amsden {1984) notes and Stewast {1976) argues these products
are likely to be more adaptable to southern conditions - Southern economies with their low
incomes require” coinmodities with low income characteristics - less sophisticated than
commodities 'designed for higher income consumers. -Smunhern manufactures of lower quality
capital goods therefore-are likely to find amenable markets in the south. av least initially. An
additional incentive to trade would be the lower entry cost which would resuit from the increased
risk involved e penetrating southern markets, - S

Concluding, Amsden argued that South-South trade was more skill-intensive than South-North
trade. Mareover, given that Jearning effects are greater,- the greater the skill and capital content
of technology then the gaing from South-South trade will be greaier than thoge from South-North

tade. South-South trade embadies both high leaming and high rent effects while South-Norih
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trade harhours oply highrents. The greater learning effects or dynamic gains which come from
more skill-intensive praduction arise because some skill and knowiedge can only be acquired in
the courge of production - fargely because technology is tacit and can never be entirely explicit
and codifisble. - L e Ca

‘ o
. i

Amsden has emphasized the skill-intensive characeer of South-Sowth trade. If skills -are
regarded, pot as pre-condition, but rather as a product of trade, South-South wade woulkd
contribute to the isarning process which characterizes the adapiation/generation of techuology

jn semi-industrialized countries (Spewart, 1982, Katz, 1984, Teitel, 1984},

B

Havrylyshyn’s (1984} work brings imo guestion the validity of the argumernts fcir greater South-
gouth trade and the efforts of developing countries at fostering such trade which he argues
creates greater distontions within thess economies.  On the other bund. Amsden's (I984) work
provide us with strong axguments for increasing the levels of South-South teade for reasons
which Havrylyshyn agrzes were justifialie under the circymstance. -Auention must however be
drawn 1o the fact that Amsden. focused exclusively on the newly industrializing countries (NIC).
Chne can hardly faule the writer for this since for the most pact manufachred. expors from
developing countries to whatever destination are almost exclusively undertaken by these
countries. Ome must however gquestion the extent to which she can infer from an examination
of the NICs {who can hardly be described as representative of the rest of the developing world)
the nature of trade that would emerge among southern economies. The NICs (South Korea,

Singapore, Taiwan and Hong Kong) invested heavily in developing their Insman resource base



and es a reself currently have an abandance of skilled lsbour, The same cannot be said of other
developing countries. Havrylyshyn and Wolf (1987) conclude that hard evidence auesting ¢ the
dynamic benefits of developing-country exports of relatively sophisticated products to other
developing countries is scanty. They do not however question the fact that some countries have
suceeeded with exports of skill and capital-iniensive goods and services to developing countries-

with inra-industry wade being important here.

The evidence on factor intensities by direction has quite a long hissory {focusing un capital and
labour). Studies by Khanna (1982) and Richards (1982) indicaze that exports o developing
countries are significantly more capisai-intensive dhan those to industrial counmsies,  Tatemoto
and Iehimura reporzed this finding for Jaga%a in 1959, as a resuit of their testing for the leontie®¥
paradox. Krueger on the employmen: effects of developing-counntry exporns repored similar
findings. World Bank research on the basis of the application of Indla's voefficients for the
ratios of physical capital to labour. it was found that for the forty- five countries analyzed exports
w developing coumrir‘:s in 1978 were 25% more e;a;:ital intensive than those 1o industrial

cauntries. Interestingly enough such wade was also found 0 be significandy more human

capital-intensive than that to industrial countries (the difference was 2153,
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Conclusion

Io the survey above we found a number of arguments both for and against South-Scuth trade.
It seems plawsible to say that some bensfits can be derived from tois wrde, as from any form
of rade. The quesdon of whether these benefits are potentially geeater than trade in another
direction is 2 bit more difficult to address.  Arguments of dynamic gains from such rade which
outweigh the gains of trade with industrial countries have been made. The suggestion ix that
increased benefits can be derived from the potential to trade in commodities that embody more
skill with their associated henefits. The evidence however attesting to the dynamic benefits of
such trade is fragmented and inconclusive. This however does not discoumnt the apparent logic

of many of these arguments.

According o Stewart, South-South trade in products for which other developing coumaries have
a gimilar preference, in differepiated produsts and intermediate products, would be of greater
benefit to developing countries, especially if we accept that the possibility for tade with
irdustrial countries or more precisely of existng patterns of trade, are Hmited, 1t is within this
framework that regional wading arrangements among developing couniries, in general, and
CARICOM in particular represents 2 viable strategy for the development(export-ied) of the
region.  As an avenue o expand trade In goods of the type mentioned by Stewart and
Greenaway, with their associated bsnefits. As a2 means of extending the gaims from

specialisation, increasing division of labour and economies of scale trough trade In intermediate

goods. This shouid not be confused with notions of perpetuating Import-substitution on a



regional scale and achieving seif-sufficiency at a regional level. There is also the edditional

benefit derived from diversification of thelr expont product.

The question which now remains to be answered is to what extent has this been the case for
Caricom as a regional trading arrangement among countries of the Caribbean. Whst has been
the mamre/stoucture of trade among Carfcom counieies? To wihat exent has this trade strategy
benefined those involved? Some assessment of the potentdal of Caricom made i8 needed, The

second part of this research effort would be to hopefully provide answers (o these questions,
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