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Abstract. The nexus between international trade and economic growth has 

occupied a prominent place in economic scholarship, yet its theoretical and 

empirical dimensions remain complex and partially resolved. This paper 

investigates the influence of trade on economic performance within the 

Caribbean context using panel data from ten Caribbean countries over the period 

2010-2020. Utilizing three econometric estimation techniques, the study 

examines the causal dynamics between trade variables and economic growth. The 

empirical results demonstrate that exports are positively and significantly 

associated with GDP growth, while imports are negatively related, highlighting 

trade’s mixed role in the economy. The analysis concludes that strengthening the 

trade-growth relationship in the Caribbean requires targeted policy interventions 

to address structural trade challenges, foster export diversification, and promote 

the integration of technology-intensive industries. 

Keywords: International trade, Import, Export, Economic growth. 

1 Introduction 

This research explores the linkage between international trade and economic growth as 

a pivotal aspect of development theory, emphasizing the specific experiences of 

Caribbean economies. International trade serves as a mechanism through which nations 

exchange domestically produced goods and services for foreign outputs, thereby 

widening prospects for economic development and structural transformation [1]. Since 

Adam Smith, economists have consistently sought to understand the determinants of 

national prosperity and persistent global inequalities. Within this long-standing debate, 

trade liberalization has emerged as a prominent policy instrument for promoting 

growth, particularly following the limitations of import-substitution industrialization 

and the increasing influence of international financial institutions such as the 

International Monetary Fund (IMF) and the World Bank in shaping national economic 

policy agendas [42]. 
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introduced the idea of absolute advantage, explaining that nations grow wealthier when 

they focus on producing goods they can make most efficiently. Later, David Ricardo 

[30] expanded this concept through his theory of comparative advantage, showing that 

even when one country is more productive in all areas, trade can still benefit both sides 

if they specialize according to their relative strengths. These classical theories suggest 

that trade increases national income by allowing countries to sell their surplus goods 

and obtain others they need. Historical evidence supports this view; most notably, the 

rapid economic growth of East Asian economies during the 1970s demonstrates the 

strong connection between international trade and long-term economic development 

[38]. 

 Nevertheless, both theoretical and empirical debates on the trade-growth relationship 

remain contested. While many economists’ view trade liberalization as growth-enhanc-

ing, others caution against overly deterministic interpretations. Scholars such as [29]; 

[40]; [23] suggest that greater openness can limit long-term growth when countries spe-

cialize in sectors with low technological dynamism or limited learning potential. In 

parallel, some empirical studies have failed to establish a robust or statistically signifi-

cant association between the degree of trade openness and growth in the economy. 

These findings suggest that trade liberalization is not inherently beneficial; rather, its 

effects depend on institutional capacity, sectoral composition, and the presence of com-

plementary policies such as education, infrastructure, and industrial upgrading [31]. 

 Consequently, this study advances existing literature by reassessing the trade-growth 

nexus within the Caribbean. While some countries have experienced growth linked to 

export diversification and integration into global markets, others have witnessed stag-

nation or decline in output despite similar liberalization measures. This study empiri-

cally assesses the relationship between international trade and economic performance 

in ten Caribbean nations using panel data. Drawing on insights from institutional eco-

nomics and neoclassical growth theory, the analysis applies a dynamic growth frame-

work to investigate the correlation between international commerce and Gross Domes-

tic Product (GDP). In doing so, it seeks to answer a central research question: To what 

extent does international trade contribute to economic growth in the Caribbean? 

2 Literature Review 

International trade is a multifaceted driver of economic interaction that links domestic 

producers to foreign markets and is therefore central to theories of economic develop-

ment. Classical economists framed trade as a growth engine. Modern frameworks ex-

tend this logic, highlighting how openness fosters technology transfer, innovation, and 

productivity growth [16]; [14]. Yet, scholars caution that the benefits of trade are con-

ditional [23]; [40]; [31]). For small Caribbean economies, these dynamics are particu-

larly relevant. Many Caribbean economies are small, highly open by necessity, and 

heavily dependent on a narrow range of exports, remittances, and preferential trade ar-

rangements. 
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2.1 Theoretical Foundations of Trade and Growth 

2.1.1 Classical and Neoclassical Perspectives 

The foundations of classical economic thought were laid by figures such as Adam 

Smith and David Ricardo. According to Smith, nations achieve gains from trade by 

specializing in the production of goods in which they are most efficient; Ricardo later 

refined this framework with the notion of comparative advantage. He demonstrated that 

even a less efficient country can benefit by specializing in goods where its relative dis-

advantage is smallest. Together, these theories frame trade as a mechanism for the ef-

ficient allocation of global resources, increasing output and welfare. Caribbean trade 

patterns can be interpreted through this lens: historically, the region specialized in ag-

ricultural commodities such as sugar and bananas, as well as natural resources like 

bauxite and oil. However, limited diversification continues to constrain the region’s 

economic resilience [15]. 

 Neoclassical growth models, particularly the Solow-Swan model [36], expanded the 

classical framework by emphasizing capital accumulation and technological progress 

as determinants of long-run growth. While trade is not explicitly included in the Solow 

model, openness can accelerate growth by facilitating access to capital goods, encour-

aging technology transfer, and stimulating competition and efficiency. In the neoclas-

sical framework, the Heckscher-Ohlin (H-O) model (1933) further explains trade pat-

terns by emphasizing differences in countries’ factor endowments. It posits that nations 

tend to export products that heavily utilize their plentiful resources and import goods 

that rely on factors that are relatively scarce. However, critics argue that the assump-

tions underpinning classical and neoclassical models often overlook the vulnerabilities 

of small, export-dependent economies. Dependency theorists such as Prebisch [28]; 

[35] highlight how reliance on primary exports can entrench structural inequalities by 

exposing developing countries to volatile commodity prices and declining terms of 

trade. 

2.1.2 Endogenous Growth Theory and Trade 

This theory expands on previous frameworks by emphasizing the internal processes 

through which trade can promote sustained economic growth over the long term. Pio-

neered by scholars such as [33]; [23], endogenous growth models posit that economic 

growth results from investment in human capital, innovation, and knowledge spillovers, 

rather than from exogenous technological change as in earlier models. Within this 

framework, international trade plays a catalytic role by facilitating access to advanced 

technologies, enhancing competition, and encouraging specialization in sectors with 

high learning potential. In the Caribbean, however, trade liberalization since the 1980s 

has produced mixed out-comes. Despite high openness, many economies remain de-

pendent on tourism, primary commodities, and low-value-added manufacturing, which 

offer limited scope for technological upgrading or productivity gains [19]. 
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2.2 Empirical studies effect of trade on growth 

2.2.1 Positive growth effects 

The anticipated benefits of trade liberalization for economic growth are well docu-

mented in the literature. While short-term disruptions may arise (such as resource dis-

placement in less competitive sectors), these are often offset over time by the realloca-

tion of resources toward more productive activities, ultimately enhancing growth [12]. 

Classical trade theory emphasizes that liberalized trade promotes growth by encourag-

ing specialization, innovation, productivity gains, and more efficient resource alloca-

tion. This foundational insight has been empirically validated in modern contexts, with 

Bernhofen and Brown [5] demonstrating that Japan's 19th-century trade liberalization 

generated significant welfare gains by allowing specialization in higher-productivity 

sectors. 

 Studies focusing on Latin America and Caribbean (LAC) economies confirm that 

trade openness has contributed to growth, particularly when accompanied by export 

diversification. Herrera, Mendoza, and Rodríguez [18] found that countries in the re-

gion that reduced trade barriers and expanded into non-traditional exports experienced 

faster GDP per capita growth. Similarly, the Economic Com-mission for Latin America 

and the Caribbean (ECLAC) reported that Chile and Costa Rica, which diversified their 

export baskets toward higher-value-added goods, saw more resilient growth compared 

to commodity-dependent peers [9]. Integration into global values has also been a key 

growth driver for some LAC economies. In the Caribbean, [7] highlighted that service-

based economies like Barbados and Jamaica benefited from trade in tourism, financial 

services, and business process outsourcing (BPO), which contributed to employment 

and GDP growth. 

 Some contemporary research points to the influence of trade agreements in drawing 

FDI, thereby fostering economic expansion. Lederman et al. [21] analyzed Pacific Al-

liance countries (Mexico, Colombia, Peru, Chile) and found that FDI inflows linked to 

trade agreements led to significant productivity gains. In the Caribbean, as noted by 

ECLAC [10], countries involved in agreements like the Dominican Republic-Central 

America Free Trade Agreement (CAFTA-DR) experience increased export competi-

tiveness in textiles and agriculture. Furthermore, trade enables economies of scale by 

expanding market access beyond domestic borders. [22], through a simultaneous equa-

tions model, estimated that a 10% increase in export growth could result in a 1% in-

crease in overall economic growth. 

2.2.2 Negative growth effects 

Several studies have also indicated the potential adverse effects of trade liberalization 

on developing economies. Increased trade volume does not necessarily translate into 

improved economic well-being. In some cases, economic liberalization in trade might 

negatively affect the terms of trade, particularly if export prices fall more quickly than 

import prices. Moreover, trade openness can exacerbate income inequality and deepen 

poverty, particularly in countries with weak social safety nets and limited capacity to 

support displaced workers. Stiglitz [37] and Shaikh [34] presented compelling evidence 

that premature trade openness damaged domestic industries in developing economies 

through import surges and worsening trade balances. This aligns with findings from 

Nigeria, where Yusuff et al. [41] identified a downward correlation between trade open-

ness and GDP per capita from 1986–2017. 



 

 

        
 

 147International Trade and Economic Growth in the Caribbean Region    

 Trade liberalization has contributed to premature deindustrialization across LAC 

economies with significant consequences for long-term growth prospects. Rodrik [32] 

found that exposure to Chinese manufacturing imports led to significant industrial sec-

tor shrinkage in Mexico and Brazil, with manufacturing employment declining by 15–

20% between 2000–2015. Palma [26] demonstrated how commodity booms in South 

America created Dutch Disease effects, appreciating real exchange rates and making 

non-commodity tradables uncompetitive. ECLAC [9] reported that Jamaica’s manufac-

turing share of GDP fell from 16% to 8% between 1990–2020 following trade liberal-

ization, while most CARICOM members now import over 80% of manufactured goods. 

 Commodity dependence and trade openness have shaped economic outcomes in 

Latin America and the Caribbean, often reinforcing structural vulnerability and ine-

quality. Ocampo [25] noted that 18 of 20 LAC countries rely on commodities for over 

60% of exports, exposing them to terms-of-trade volatility that can account for up to 

40% of GDP fluctuations [20]. Caribbean small states face similar challenges due to 

export concentration and high import reliance, with many islands importing over 60% 

of their food, creating persistent trade deficits and foreign exchange constraints [17, 7]. 

Trade liberalization has also contributed to rising inequality: Lustig et al. [24] estimated 

that it explains 25–30% of wage disparities in Mexico, Chile, and Colombia, while 

NAFTA reduced real manufacturing wages by 15% in northern Mexico [8]. In the Car-

ibbean, tourism-dependent economies suffered the largest pandemic-era employment 

losses, averaging 18% of jobs [39]. 

2.2.3 Neutral growth effects 

Despite the theoretical consensus that trade openness should positively affect economic 

growth, an increasing number of empirical studies offer a more nuanced perspective. 

Pérez-Caldentey and Titelman [27] conducted a panel analysis of six Andean countries 

(1995–2019) and found that trade openness coefficients became statistically insignifi-

cant (p > 0.1) when controlling for institutional variables. Beverley and St. Aubyn [6] 

investigated the link between trade liberalization and economic expansion in the Car-

ibbean. They found that trade liberalization generated some positive growth outcomes, 

but these effects were often short-lived and sensitive to the region’s strong reliance on 

a narrow range of export commodities. The benefits of trade were not always evident, 

especially for countries with limited diversification in their export sectors. The ECLAC 

[10] Bolivia case study demonstrated this paradox clearly—despite trade-to-GDP ratios 

doubling since 2005 through natural gas exports, real GDP per capita growth averaged 

only 1.2% annually, suggesting that “commodity openness” generates limited develop-

mental spillovers. 

CARICOM’s [7] 12-country analysis revealed a near-zero correlation (β = 0.02) be-

tween trade volume growth and GDP expansion in tourism-dependent economies, 

while the World Bank [39] documented Jamaica’s experience, where post-liberaliza-

tion import surges (300% increase) yielded only 0.3% annual manufacturing produc-

tivity gains. Felipe and Kumar [13] reviewed trade liberalization in East Asia, where 

some countries, such as South Korea and Taiwan, experienced significant growth due 

to trade policies, while others, particularly those in the LAC region, showed more 

muted or neutral results. These findings reflect Bárcena and Prado’s [4] concept of 
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“empty openness,” where trade expansion occurs without accompanying structural 

transformation, emphasizing that institutional quality, human capital, and industrial ca-

pacity are essential factors mediating future economic impacts. 

3 Models and Methods 

This section gives a depiction of the methodology utilized to demonstrate the connec-

tion between dependent and independent variables (s). There are eleven years of data 

observation from 2010 to 2020. To examine the link between economic growth and 

international trade, the study employs a pooled OLS regression, along with fixed-ef-

fects and random-effects models. 

3.1.1 Pooled Ordinary Least Squares (OLS) Regression Model 

The research first estimates panel data by using the OLS method. This model assumes 

that the relationship between the variables is uniform across all entities (countries) and 

over time. It does not account for differences in behavior among the entities, nor does 

it consider potential changes in behavior over time. 

OLS= Yit = β0 + β1x_1 + β2x_2 + β2x_3         (1) 

3.1.2 Fixed-Effect (FE) model estimation 

The FE model accounts for variations between individual entities by allowing each to 

have its own intercept. While it is based on the OLS approach, it differs from the pooled 

or common-effect model by capturing entity-specific characteristics. Assuming a con-

stant intercept across all cross-sections and time periods is often unrealistic, necessitat-

ing models that better reflect these differences. Unobserved factors unique to each en-

tity may influence or bias the explanatory variables, and the FE model helps isolate the 

net effect of the predictors on the dependent variable. 

FE =Yit = β0 +β1x_1 + β2x_2 + β3x_3          (2) 

3.1.3 Random-Effect (RE) model estimation 

The RE model is designed for panel data in which unobserved variables may be corre-

lated across individuals and over time. One key advantage of the RE model is its ability 

to address heteroscedasticity. Unlike the fixed-effect model, it assumes that each indi-

vidual has a unique intercept treated as a random variable. The model includes two 

types of residuals: the first captures the overall residual, combining variations across 

both cross-sections and time periods, while the second represents the individual-spe-

cific residual, reflecting the random characteristics of each unit that persist throughout 

the observation period. We present several formulas of the econometrics model: 

RE = Yit = β0 + β1x_1 + β2x_2 + β3x_3              (3) 

𝑌it = Annual Gross Domestic Product (GDP) growth t=time period 2010-2020 



 

 

Source from authors 
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x_1 = Export 

x_2 = Import 

x_3 = International tourism 

 In this study, exports and imports are considered predefined variables rather than 

absolutely exogenous, in relation to endogeneity and reverse causality. Employing 

panel data methodologies, reduces bias stemming from time-invariant unobserved het-

erogeneity among countries, including geography, past trade patterns, and institutional 

attributes. This research primarily aims to investigate associations rather than demon-

strate definitive causal relationships, despite the potential existence of reverse causation 

between commerce and growth. We acknowledge the significance of instrumental var-

iable (IV) methodologies and dynamic panel estimators in mitigating endogeneity is-

sues. However, the restricted sample size diminishes the dependability and statistical 

power of these approaches in this situation. Consequently, we selected pooled OLS, 

fixed-effects, and random-effects models as conventional and transparent estimators 

typically employed in small-sample panel investigations. International tourism was in-

cluded as it constitutes a fundamentally substantial element of Caribbean economies 

and serves as a crucial conduit via which external demand impacts growth. Tourism is 

intricately associated with trade liberalization in services, foreign exchange revenue, 

and regional employment. The incorporation of supplementary controls (such as human 

capital, infrastructure, or institutional quality) was constrained by the availability and 

consistency of data across nations and years. 

Table 1. Description of variables and data sources used. 

Variable Description Source 

Economic Growth 

(GDP) 

Real growth of gross domestic

product (annual percentage) 

World Bank Open Data 

(https://data.worldbank.org/) 

 

Export Export % of annual GDP World Bank Open Data 

(https://data.worldbank.org/) 

Import Import % of annual GDP World Bank Open Data 

(https://data.worldbank.org/) 

 

International Tourism

International tourism % of an-

nual GDP  

World Bank Open Data 

(https://data.worldbank.org/) 

Table 2. Countries sample 

1 Antigua and Barbuda 

2 The Bahamas 

3 Barbados 

4 Belize 

5 Dominica 

https://data.worldbank.org/
https://data.worldbank.org/
https://data.worldbank.org/
https://data.worldbank.org/
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6 yana 

7 iti 

8 aica 

9 riname 

10 minican Republic 

Hypotheses 

The paper tests the following main hypotheses: 

Hypothesis 1: An increase in imports contributes positively to economic growth. 

Hypothesis 2: An increase in exports contributes positively to economic growth. 

Data and Source 

The research draws mainly on information obtained from a range of World Bank cross-

country surveys. 10 countries are involved in data collection. The dependent variable 

is the annual percentage growth of GDP, while the independent variables are the annual 

percentages of GDP represented by exports and imports. International tourism is used 

as a control variable. In order to summarize variables, measurements, and sources, we 

present the below. 

4 Empirical Results 

To demonstrate the relationship between the variables, the study has used various 

model specifications while using Stata software. Table 3 below reports a basic descrip-

tion of each variable and indicators such as number of observations, mean, standard 

deviation, minimum, and maximum as shown below. The study has a total of 110 panel 

data observations. 

Table 3. Descriptive analysis 

Source: Stata Output (2025). 
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Table 4. Regression test results 

 
Source: Stata Output (2025) 

 This table shows the results of the regression test. Since my data is complete, we do 

not need to add if no mistakes in the command. Prob> F is 0.00 and P-value < 0.05; 

therefore, the estimation can effectively explain the dependent variable. When looking 

at R- squared, the model can explain 23.37 percent of the variation in the dependent 

variable. Root MSE√(𝑅𝑆𝑆/(𝑑.𝑓.)) = 5.919 is a measurement of accuracy. 

 The more accurate model would have fewer errors. Variable Export(X1) has a p-

value of 0.000, which suggests a significant influence on annual GDP percentage (Y). 

A one-unit increase in exports is, on average, linked to a 0.145percentage point increase 

in the propensity of annual GDP. Further, the value in the column is positive. However, 

variable import (X2) has a p-value of 0.000, implying that higher import levels may 

constrain domestic production or create trade imbalances that reduce economic growth. 

Table 5. Fixed-effect model estimation 

 
Source: Stata Output (2025) 
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 The results of Table 5 show that the independent variables including X1, X2, and 

X3, given that the p-value is less than 0.05, and F-stat < 0.0016. This table illustrates 

the correlation of the residuals in the model, which has a total of 10 groups. The coef-

ficient estimates show the expected change in economic growth resulting from a one-

unit increase in each independent variable. 

 The coefficient estimates represent the expected change in economic growth result-

ing from a one-unit increase in each independent variable, holding other variables con-

stant. Approximately 42.17% of the total variance can be attributed to differences 

across panels, with “rho” representing the intraclass correlation. 

 Furthermore, the value of rho = 0.4217 (or 42.17%) indicates that approximately 

42.17% of the total variance in the dependent variable can be attributed to differences 

across panels, rather than random variation within groups. This level of intraclass cor-

relation implies that unobserved heterogeneity plays a notable role in explaining eco-

nomic performance. 

Table 6. Random-effect model estimation 

 

 

Source: Stata Output (2025) 

 The findings indicate that, on average, a one-unit increase in exports, imports, or 

international tourism produces a measurable change in economic growth, depending on 

the sign and magnitude of each coefficient. The model’s p-value (< 0.05) demonstrates 

statistical significance, confirming that the independent variables collectively have a 

meaningful explanatory power on the dependent variable. 
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Table 7. Hausman test results after fixed-effect model estimation 

Source: Stata Output (2025) 

Table 8. Hausman test results after random-effect model estimation 

Source: Stata Output (2025) 

 The comparison between the FE and RE estimations revealed notable differences in 

coefficient values, suggesting potential variation in how each model captures the rela-

tionship between the independent variables exports, imports, and international tour-

ism—and economic growth. The Hausman test specifically evaluates the null hypoth-

esis that the individual-specific effects are uncorrelated with the regressors (H₀: Cov(𝑢ᵢ, 

Xᵢₜ) = 0). 
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Table 9. Output summary using outreg2 

VARIABLES (1) Fixed-effect model (2) Random-effect model 

Export 

 

0.265*** 

(0.0447) 

0.183*** 

(0.0378) 

Import 

 

-0.138** 

(0.0441) 

-0.169*** 

(0.0410) 

Intltourism 

 

-0.0148 

(0.0825) 

-0.0503 

(0.0355) 

Constant 

 

-1.813 

(4.356) 

3.994* 

(1.863) 

Observations 110 110 

R-squared 0.285  

Number of i 10 10 

F-statistic 

p-value for F test 

12.86 

3.81e-07 

 

 

Wald chi-squared statistic 

p-value for Wald test 

 

 

32.40 

4.31e-07 

Source: Stata Output (2025) 

 The Hausman test yielded a statistic of 26.5%, which is statistically significant, lead-

ing to the rejection of the random-effect model in favor of the fixed-effect specification. 

5 Discussion 

Both variables, export and import, are significant to economic growth. We have seen 

that the p-value < 0.05, so this model can effectively explain the dependent variable. 

The explanatory variables in the model capture 23.3% of the total variation in the out-

come. We argue that economic growth is affected by many variables, and we only con-

sider two in the present study. By applying empirical strategy (Pooled OLS, FE model, 

and RE model), these econometric results reject the first hypothesis. In general, the 

analysis demonstrates that trade affects the performance of the economy. However, ex-

port is positively significant, while import is negatively significant. Therefore, the study 

showed that the international trade effect varies in both directions. These findings con-

firm previous studies built on equations to calculate the role of international trade in 

promoting economic growth. This research also supports empirical analyses done by 

Balassa (1971) who proved that in the short-term growth of exports could promote eco-

nomic growth, while imports don’t have a significant positive impact. 

 While the regression models employed in this study are statistically significant, the 

R-squared values are comparatively low (23.3% in the pooled OLS model and 28.5% 

in the fixed-effects model). This signifies that merely 23-28% of the variation in GDP 

growth is elucidated by the variables mentioned. These values are prevalent in macro-

economic growth studies because the intrinsic influence of several structural, institu-

tional, and external elements that this research does not encompass. Key omitted vari-
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ables encompass investment levels, human capital accumulation, technical advance-

ment, government quality, financial market development, and country-specific disturb-

ances. These factors are essential in influencing growth outcomes and account for the 

residual unexplained variation in the models. By recognizing these constraints, we 

highlight that although trade variables exert quantifiable impacts on growth, they con-

stitute but a fraction of the intricate factors influencing economic performance. 

 Furthermore, the detrimental impact of imports on economic growth identified in 

our models necessitates additional analytical scrutiny. Imports of consumer products 

may displace domestic production and hinder growth, whereas imports of capital goods 

might augment productive capacity and facilitate long-term economic development. 

Our present research fails to differentiate between these categories, which may partially 

account for the overall negative coefficient associated with imports. Future studies may 

categorize imports into capital and consumer items to elucidate their distinct impacts 

on growth. 

 Lastly, the models suggest that international tourism has a negligible and statistically 

insignificant impact on GDP growth. This outcome may seem paradoxical, especially 

within the Caribbean environment, where tourism is a significant sector. Multiple fac-

tors may elucidate this conclusion. The investigated period may encompass shocks such 

as natural disasters, political instability, or global economic downturns that temporarily 

diminished tourism's contribution to growth. Secondly, tourism expenditures may be 

significantly concentrated in specific sectors, resulting in minimal spillover effects on 

overall economic growth, while leakages through imports of goods and services may 

diminish net gains. Third, the models may inadequately account for the indirect and 

multiplier effects of tourism, thus diminishing its assessed contribution in overall 

growth regressions. 

6 Conclusion 

Although the trade-growth relationship has long been debated, this study contributes to 

the discussion by empirically examining how international trade influences economic 

growth in the Caribbean, utilizing panel data regression models. The findings repeat-

edly demonstrate that exports have a positive and statistically significant influence on 

GDP growth, but imports have a detrimental effect. International tourism, while con-

sidered a control variable, proved statistically negligible in elucidating growth during 

the investigated period. These findings underscore that trade significantly influences, 

but does not solely determine, economic performance in the region. The comparatively 

low R-squared values indicate that growth is affected by various structural, institu-

tional, and external factors not included in the models, such as investment, human cap-

ital, technical advancement, and governance quality. 

Based on the research findings, several recommendations are proposed: 

(i) Promote export diversification and technological upgrading: Caribbean gov-

ernments should develop strategies to expand exports in high-value and tech-

nology-driven sectors, promoting the digital transformation of micro, small, 

 



  

 

 

and medium-sized enterprises to embrace digital tools that enhance trade, in-

vestment, and innovation. 

(ii) Strengthen competitiveness in export sectors: Governments should invest in 

infrastructure, logistics, and market intelligence systems to improve trade ef-

ficiency and global market access. 

 

(iii) Invest in education and human capital: Promoting educational and vocational 

programs will increase productivity, foster innovation, and ensure a skilled 

workforce capable of supporting economic transformation. 

 

156             G. Cyprien and M. Iqbal

Study Limitations and Future Research 

This study offers insights into the trade-growth relationship in the Caribbean, although 

numerous limitations must be recognized. Sub-sequent investigations may rectify these 

constraints by Disaggregating trade data to differentiate between imports of capital 

items and consumer goods. Performing sectoral analysis to more accurately assess tour-

ism's contribution to economic growth. Integrating supplementary structural, institu-

tional, and policy variables to enhance the comprehension of the factors influencing 

Caribbean economic growth. In summary, attaining sustainable growth in the Carib-

bean necessitates a synthesis of trade facilitation, human capital enhancement, export 

diversification, and comprehensive structural changes. 

Conflict of Interest Statement. The authors declare no conflicts of interest. This research was 

conducted independently, without external funding or influence. All data, analyses, and interpre-

tations presented are the author’s own and were carried out in accordance with academic integrity 

and ethical research standards. 

References 

1 Abdullahi, M., Sokoto, A., Safiyanu, I., International trade and economic growth: Evidence 

from developing economies. Journal of Economics and Sustainable Development 4(14), 75–

82 (2013)  

. 

2 Adam, S., An Inquiry into the Nature and Causes of the Wealth of Nations. W. Strahan and 

T. Cadell, London (1776)  

. 

3 Balassa, B., The Structure of Protection in Developing Countries. Johns Hopkins University 

Press, Baltimore (1971)  

. 

4 Bárcena, A., Prado, A., Empty Openness and Development Challenges in Latin America 

and the Caribbean. ECLAC Publications, Santiago (2023)  

. 

5 Bernhofen, D., Brown, J., A direct test of the theory of comparative advantage: The case of 

Japan. Journal of Political Economy 113(1), 1–18 (2005)  

. 

6 Beverley, D., St. Aubyn, L., Trade openness and economic growth in the Caribbean. Car-

ibbean Economic Review 5(2), 33–52 (2017)  

. 

7 CARICOM: Trade and Development Report 2023: Regional Competitiveness and Integra-

tion. CARICOM Secretariat, Georgetown (2023)  

. 

8 CEDLAS, Wage Inequality and Trade Liberalization in Latin America. Universidad 

Nacional de La Plata, Buenos Aires (2023)  

. 

9 ECLAC, Economic Outlook for Latin America and the Caribbean 2022. United Nations 

ECLAC, Santiago (2022)  

. 



 

 

10 ECLAC, Trade and Economic Growth in Latin America and the Caribbean: Trends and 

Challenges. United Nations ECLAC, Santiago (2023)  

. 

11 Edwards, S., Openness, Trade Liberalization, and Growth in Developing Countries. Journal 

of Economic Literature 31(3), 1358–1393 (1993)  

. 

12 Falvey, R., Foster, N., Greenaway, D., Trade liberalization and economic growth. World 

Development 40(12), 2411–2428 (2012)  

. 

13 Felipe, J., Kumar, U., The role of trade in East Asia's growth. Asian Development Bank 

Working Paper Series No. 294, Manila (2011)  

. 

14 Frankel, J., Romer, D., Does trade cause growth? American Economic Review 89(3), 379–

399 (1999)  

. 

15 Girvan, N., Caribbean Development Thought: The Case of Dependency Theory. University 

of the West Indies, Mona (2011)  

. 

16 Grossman, G., Helpman, E., Innovation and Growth in the Global Economy. MIT Press, 

Cambridge (1991)  

. 

17 Hadass, Y., Williamson, J., Terms of trade shocks and economic performance 1870–2000. 

World Development 31(8), 1327–1346 (2003)  

. 

18 Herrera, S., Mendoza, C., Rodríguez, J., Trade liberalization and economic growth in Latin 

America. Latin American Journal of Economic Development 31(1), 21–44 (2021)  

. 

19 Hosein, R., Thomas, C., Trade liberalization and the Caribbean economy: Adjustment and 

challenges. Social and Economic Studies 55(4), 1–30 (2006)  

. 

20 IMF, World Economic Outlook: Commodity Dependence and External Shocks. Interna-

tional Monetary Fund, Washington, DC (2023)  

. 

21 Lederman, D., Maloney, W.F., Servén, L., Trade agreements and FDI inflows in the Pacific 

Alliance. World Bank Policy Research Working Paper No. 9992, World Bank (2022)  

. 

22 Li, X., San, L., Export growth and economic development: A simultaneous equation model. 

Applied Economics Letters 17(4), 379–384 (2010)  

. 

23 Lucas, R., On the mechanics of economic development. Journal of Monetary Economics 

22(1), 3–42 (1988)  

. 

24 Lustig, N., López-Calva, L., Ortiz-Juárez, E., Inequality and trade in Latin America: Revis-

iting the evidence. World Development 153, 105–114 (2022)  

. 

25 Ocampo, J.A., Commodity dependence and economic vulnerability in Latin America and 

the Caribbean. ECLAC Review 135, 9–25 (2021)  

. 

26 Palma, G., De-industrialization, premature or otherwise. In: Ocampo, J.A., Ros, J. (eds.) 

The Oxford Handbook of Latin American Economics, pp. 383–412. Oxford University Press, 

Oxford (2019)  

. 

27 Pérez-Caldentey, E., Titelman, D., Trade openness and growth in the Andean region. Cepal 

Review 137, 45–64 (2022)  

. 

28 Prebisch, R., The Economic Development of Latin America and Its Principal Problems. 

United Nations, New York (1950)  

. 

29 Redding, S., Dynamic comparative advantage and the welfare effects of trade. Oxford Eco-

nomic Papers 51(1), 15–39 (1999)  

. 

30 Ricardo, D., On the Principles of Political Economy and Taxation. John Murray, London 

(1817)  

. 

31 Rodrik, D., One Economics, Many Recipes: Globalization, Institutions, and Economic 

Growth. Princeton University Press, Princeton (2007)  

. 

32 Rodrik, D., Premature deindustrialization. Journal of Economic Growth 21(1), 1–33 (2016)  . 

33 Romer, P., Endogenous technological change. Journal of Political Economy 98(5), S71–

S102 (1990)  

. 

34 Shaikh, A., Globalization and the Myth of Free Trade. Routledge, London (2007) . 

 
International Trade and Economic Growth in the Caribbean Region             157



  

 

 

 

35 Singer, H., The Distribution of Gains Between Investing and Borrowing Countries. Ameri-

can Economic Review 40(2), 473–485 (1950)  

. 

36 Solow, R., A contribution to the theory of economic growth. Quarterly Journal of Economics 

70(1), 65–94 (1956)  

. 

37 Stiglitz, J., Globalization and Its Discontents. W.W. Norton, New York (2002) . 

38 World Bank, The East Asian Miracle: Economic Growth and Public Policy. World Bank, 

Washington, DC (1993)  

. 

39 World Bank, Caribbean Economic Review 2023. World Bank, Washington, DC (2023) . 

40 Young, A., Learning by doing and the dynamic effects of international trade. Quarterly Jour-

nal of Economics 106(2), 369–405 (1991)  

. 

41 Yusuff, M., Jimoh, A., Yinka, O., Trade openness and economic performance in Nigeria, 

1986–2017. African Journal of Economic Policy 27(1), 15–33 (2020)  

. 

42 Zahonogo, P., Trade and economic growth in developing countries: Evidence from sub-Sa-

haran Africa. Journal of African Trade 3(1–2), 41–56 (2016) 

. 

158             G. Cyprien and M. Iqbal

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.

http://creativecommons.org/licenses/by-nc/4.0/

	International Trade and Economic Growth in the Caribbean Region



