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FOREWORD

The Caribbean is the most tourism-dependent region in the world. The sector is the greatest con-
tributor of employment and Gross Domestic Product throughout most of the islands that comprise the
archipelago. For these nations, tourism provides a source of foreign exchange and helps to stimulate
other areas of the economy. The high dependence of the Caribbean on the tourism sector makes
these economies vulnerable to potential external shocks. Not only are these Small Island Developing
States overly reliant on the income earned by the sector, but also on travellers from a limited number
of countries (Unites States, the European Union and Canada). Thus, in order to safeguard the short
and long term viability of this sector, Caribbean nations must delve into opportunities to encourage
greater intra-regional travel, boost the demand for domestic vacations, seek for new tourism markets
and develop alternative tourism products so as to mitigate or eliminate threats that can adversely
affect the international competitiveness of the tourism sector.

Climate change forecasts suggest that the Caribbean is particularly vulnerable to the impact of global
warming. Tourism and other key economic sectors such as fisheries and agriculture will be major im-
pact-takers under climate change. To make those economies more resilient to climate change impacts
and other exogenous shocks both mitigation and adaptation measures will have to be pursued in the
tourism sector. Mitigation actions could reduce energy consumption by improving energy efficiency,
increasing the use of renewable energy, and implementing carbon-offsetting strategies. Moreover,
given the great interest and increasing demand for sustainable and eco-tourism, new business op-
portunities could emerge.

In the case of adaptation, large amounts of resources will need to be deployed in order to come up
with strategies to deal with sea-level rise through shoreline protection, gradual replacement of in-
frastructure in non-threatened locations, mandatory building setbacks in coastal areas, geographic
diversification of economic activities, and in many cases the resettlement of coastal populations.
Likewise, in order to minimize hurricane damage, buildings and tourism infrastructure should be
strengthened. However, adaptation measures cannot be undertaken in isolation. They need to be
placed within the broader context of a country’s sustainable development policies and strategies in
order to be effective and coherent. Links between sectors could also be beneficial such as promot-
ing beach and rural tourism together. Thus, possible complementarities among sectors could build
climate change resilience in the Caribbean.

The present Issue Paper (No 10) “Resilience Amidst Rising Tides” by Keron Niles, a Research Consul-
tant, aims to deepen our understanding of the key mitigation and adaptation challenges the tour-
ism sector faces in the Caribbean. Moreover, the study explores the issues at the interface of trade,
climate change, and sustainable development of concern and interests to Caribbean countries, with
a focus on the competitiveness of the tourism sector. Indeed, trade policy has an important role to
play in this context. Niles argues that through the potential liberalisation of environmental goods
and services (EGS), a few climate friendly technologies could be made available to decrease the
Caribbean’s collective carbon footprint. Moreover, environmental services geared to reduce climate
change vulnerability and foster resilience could be both imported and exported at the regional and
international level.

Ultimately, the purpose of this paper is to foster an informed discussion among governments, private
sector and civil society in order to search for plausible ways to address adaptation and mitigation
challenges in the tourism sector and build resilience in the Caribbean.

v

—

Ricardo Meléndez-Ortiz
Chief Executive, ICTSD
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EXECUTIVE SUMMARY

The Caribbean is the most tourism-dependent region in the world.' The tourism sector is the great-
est contributor to employment and gross domestic product (GDP) throughout most of the islands that
comprise the archipelago. It should be noted that for the purposes of this paper, the term Caribbean
is used to refer to the primarily English-speaking islands nestled in the Caribbean Sea that form the
regional grouping known as the Caribbean Community (CARICOM)2. For these nations, tourism not only
provides a healthy source of foreign exchange, but also helps to stimulate other areas of the economy.

The extent to which the Caribbean is dependent on the tourism sector (which is already sensitive
to climate change impacts) however, is unhealthy. Not only are these small island developing states
(SIDS) overly reliant on the income earned from this sector, but the region is also dependent upon
travellers from a limited number of markets. Thus, in order to safeguard the short- and long-term
viability of the sector within the region, Caribbean nations must examine opportunities to help boost
the demand for domestic vacations (also referred to as ‘staycations’), to encourage greater intra-
regional travel, to seek new tourism markets and to develop new or alternative tourism products so
as to mitigate or eliminate threats that can adversely affect the international competitiveness of the
Caribbean tourism sector.

The Threat of Climate Change

Climate Change is one such threat. That said, in seeking to present a balanced and honest account of
this issue, it is also necessary to acknowledge the threat that continued growth of worldwide tourism
poses to the environment. Simpson et al, in making reference to the UNWTO/UNEP/WMO report on
climate change and tourism, note that “emissions from tourism, including transports, accommoda-
tion and activities (excluding the energy used for construction and facilities for example) account for
about 5 percent of global CO, [i.e. carbon dioxide] emissions.”? The tourism sector’s contribution to
global warming (particularly via the aviation industry) is expected to increase.* However, this paper
will not explore the impact of the tourism sector on climate change; rather, it will seek to highlight
the adverse effects climate change can have on Caribbean tourism—with a view to making the sec-
tor more resilient amidst the impacts of a warming planet. It is from this standpoint that a case will
be made for reducing energy demand and increasing the use of climate-friendly goods and services.
It is from this alternative context that recommendations will be made for the pursuit of low-carbon
economic growth.

Increased environmental awareness and sensitivity to climate change can make potential travellers
from traditional tourist markets (such as the Canada, Europe and the United States of America) more
apprehensive about embarking on long-haul flights to the Caribbean. In addition, efforts by other
nations to adopt mitigation policies to decrease emissions, such as by increasing environmental lev-
ies and duties—particularly on air travel, can increase the price of travel to the Caribbean. This, by
extension, could stifle demand for travel to the region. In addition, increased global temperatures are
expected to, inter alia, increase the occurrence of natural disasters (such as hurricanes) and bring
about sea-level rise. These factors will “exacerbate inundation, storm surge, erosion and coastal haz-
ards thereby threatening vital infrastructure, settlements and facilities that support the livelihood
of island communities.”> Climate Change may, therefore, increase the likelihood of severe damage
to tourist attractions, which could cripple the region’s ability to maintain attractive and competitive
tourism products in the long-term.

Strategic Policy Responses

At present, the Caribbean is a well-established tourist destination. This paper asserts that the follow-
ing changes are needed to maintain or even enhance the region’s tourism competitiveness in the face
of the threat of climate change:

. Enhanced use of climate-friendly goods and services along with increased energy efficiency
can reduce costs to proprietors and help make the sector more attractive to environmentally-
conscious travellers. In that regard, increased use of energy-conserving technologies not only
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strengthens efforts to promote the region as a carbon neutral zone, but also helps to develop the
enabling environment necessary to boost adaptation to climate change.

«  Trade policies should support the local manufacture of climate-friendly technologies by, inter
alia, decreasing or removing tariffs on inputs necessary for production and by shielding such
goods from external competition for a measured period.

. Policies incentivising the acquisition, application and manufacture of climate-friendly goods are
not (in and of themselves) likely to be effective if applied in a vacuum. Tourists and proprietors
alike need to be engaged and informed (through education and re-training) of the importance
of decreasing their carbon footprint in order to bring about the behavioural changes needed to
reduce the sector’s energy demand.

«  The British Air Passenger Duty is a carbon tax meant to discourage long haul travel. Though meant
to decrease CO, emissions accrued from air transport, the levy is unjustifiably discriminatory and
disadvantageous to the Caribbean region and should be reformed or repealed immediately.

. Caribbean nations should lobby for a new, more robust, legally-binding climate change agree-
ment in order to strengthen efforts made through the United Nations Framework Convention
on Climate Change (UNFCCC). In addition, this treaty, while preserving the principle of ‘com-
mon but differentiated responsibilities’ thus, requiring industrial nations to lead in making GHG
emission reductions — should also require binding commitments from developed and developing
countries to lower their CO, outputs.

«  Anew climate change regime should provide sufficient incentives to promote low-carbon eco-
nomic growth, so as not to stifle development in emerging economies. In addition, tying econom-
ic growth to national emissions targets (through an Emission Intensity approach) could provide an
added impetus for the Caribbean tourism sector to lower its carbon footprint, in order to move
the region further toward the achievement of a ‘carbon neutral zone’. This approach is likely to
be more effective if financial assistance is tied to low-carbon growth.

. National efforts to develop and implement projects that can attract funding through the Clean
Development Mechanism (CDM) are still disjointed. A greater degree of regionalism should be en-
couraged in this regard, in particular as region-wide projects offer greater benefits to industrial
nations utilising this scheme.

In seeking to safeguard the viability of the tourism sector in the context of a warming planet, this pa-
per argues that increased use of climate-friendly goods, accompanied by public education efforts to
reform attitudes and behaviour concerning energy usage should draw the Caribbean closer to becom-
ing a carbon neutral zone. In addition, greater regional cooperation can serve to attract investment,
particularly in the form of international development assistance that can then be used to execute
programmes to build the capacity of the tourism sector to adapt to the adverse effects of climate
change.
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1.

1.1 The Caribbean Tourism Sector

Ten years ago, in April 1999, a report prepared
by the World Travel and Tourism Council (WTTC)
and the International Hotel and Restaurant
Association (IHRA) entitled “Tourism and Sus-
tainable Development: The Global Importance
of Tourism” asserted that “Travel and Tourism
is the world’s largest industry and creator of
jobs across national and regional economies.”®
This finding may have particular importance
in the archipelago known as the Caribbean.
For the purposes of this paper, the term Carib-
bean is used to refer to the primarily English-
speaking islands nestled in the Caribbean Sea
that form the regional grouping known as the
Caribbean Community (CARICOM).” The island
states that form this grouping share a similar
socio-cultural heritage and constitute a cus-

TOURISM, TRADE AND DEVELOPMENT IN THE CARIBBEAN

toms union and single market of small-island
developing states (SIDS).

Tourism constitutes a major source of revenue
and employment in the region. Having said that,
it is important to note that the Caribbean share
of global tourism exports in absolute terms is low
(see Figure 1). According to the WTTC, in 2008,
world tourism exports were valued at approxi-
mately USD 1169 billion. The Caribbean share
for the same year was approximately USD twenty
six billion. Nevertheless, the role of the tourism
sector in the Caribbean is critical as the sector
represents CARICOM’s largest export when com-
pared to other forms of economic activity (see
Figure 4). Indeed, the region may be overly de-
pendent on its earnings.

Figure 1. Caribbean Share of World Tourism Exports

1400

200 —&— World Tourism Exports
c ! Caribbean Tourism Exports
a
v 1000
=)
< /
v 800
an
£
E /
S 600 — g — %
w
o
2 400
X
"

200

0 T T T T T T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Year

Source: World Travel and Tourism Council.

As indicated by the head of the Caribbean Coun-
cil, David Jessop, in 2009, the tourism industry is
expected to provide “on average ten percent of
government revenues, fourteen and a half per-
cent of GDP and twelve percent of regional em-
ployment; [with] figures that are much higher in
Caribbean states where tourism leads economic
activity.”® In 2007, the direct and indirect eco-
nomic activity generated by the Travel and tour-
ism industry accounted for approximately 34.7
percent of GDP in St. Kitts and Nevis, 32 percent
of GDP in Jamaica and a staggering 77.7 percent

of GDP in Antigua and Barbuda (see figure 2). Col-
lectively, in the nations that comprise the Orga-
nization of Eastern Caribbean States (OECS)?, in
2007, the tourism sector accounted for an “esti-
mated 45 percent of GDP, and around 60 percent
of foreign exchange earnings, as a result of the
more than 2.6 million tourists that visited these
islands.”"? Across the region, as illustrated in Fig-
ure 3, the Travel and tourism industry has con-
tributed well over ten percent of regional GDP
since the turn of the millennium (and prior to
that period as well).
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Figure 2. Direct and Indirect Contribution of Tourism to GDP in CARICOM States in 2007
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Perhaps even more important is the indirect im-
pact that the travel and tourism sector has on
GDP. As is illustrated in Figure 3, from the year

2000 to the present (2009), the indirect contribu-
tion of the sector to GDP is approximately three
times that of the sector’s direct contribution.

Figure 3. Travel and Tourism Direct and Indirect Contribution to GDP in CARICOM: 2000-2009
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Earnings from the tourism sector also outstrip
exports from other sectors in the region. As il-
lustrated in Figure 4, exports related to travel
and transportation surpass those from all other

sectors including manufacturing and agriculture.
As the premier source of exports, the Caribbean
is heavily reliant on tourism not only as a source
of foreign exchange earnings but also as a source
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of employment. This is primarily because the
tourism sector is as diverse as it is far-reaching.
Through hotels, tour operators, ground transpor-
tation providers and other direct tourism-based
services the industry provides a healthy source of
revenue and employment that spreads through-
out economies. The industry also provides income
for a much wider cross section of society as tour-
ists often demand a large variety of goods and
services, including through local clothing and va-
riety retail outlets, banks and restaurants. The
economy is stimulated even further when persons
employed directly and indirectly by the tourism
sector go on to spend their earnings on other
goods and services.

Figure 4. Primary CARICOM Exports: 2003-2006
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an example of indirect employment. Neverthe-
less, both variables (direct and indirect) should
be measured to accurately capture the total con-
tribution of tourism to employment and other
socio-economic indicators.

As illustrated in Figure 5, and again, reflective
of the very diverse nature of the tourism sector,
the indirect employment gained greatly outpaced
the degree of direct employment between 2000

and 2009. In mapping the sector, therefore, it
is critical to note that the value of the tourism
sector to the Caribbean is not simply bound to
hotel occupancy rates, but rather, it is the total
economic activity generated by visitors to the re-
gion. It is the linkages that are formed to satisfy
the demand for goods and services generated by
visitors to the region that provides the most di-
verse (and arguably the most valuable) forms of
employment.
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Figure 5. Travel and Tourism Contribution to Employment in the Caribbean
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The reliance of the Caribbean on the tourism
sector points to the need for economic diversi-
fication. Not only is the region overly reliant on
tourism exports for income and employment, it is
also heavily dependent on tourists from a handful
of tourist markets. As illustrated in Figure 6, in
2008, 57 percent of tourist arrivals into the Ca-
ribbean emanated from the United States alone,
while arrivals from Canada and Europe accounted
for ten and nineteen percent of arrivals respec-
tively. Only about fourteen percent of arrivals
into the region were from other markets. Thus,
quite apart from the need to diversify into new

economic activities (to ease dependence on the
tourism sector), it is imperative for the Carib-
bean to target travellers from other markets as
well. In this respect, programmes that provide
incentives for intra-regional travel, accompanied
by sustained public advertising are necessary.
Support for and promotion of domestic vacations
(also referred to as ‘staycations’) can help reduce
dependence on tourist arrivals from other mar-
kets. It is important to note, however, that such
‘staycations’ alone will not generate the foreign
revenue necessary for the economic survival of
tourism-dependent regions, like the Caribbean.

Figure 6. Tourist Arrivals into CARICOM Member States in 2008
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1.2

The tourism sector is integral to Caribbean econ-
omies largely owing to the linkages that exist
with other sectors domestically and at a regional
level. As indicated earlier, the tourism industry
promotes growth within a number of different
sectors. One example of this is reflected in the
efforts that have been made to formalize the
relationship between the agricultural and the
tourism sectors, particularly as this pertains to
the supply of fresh produce to hotels and res-
taurants. This is important not merely because
locally cultivated crops give visitors to the re-
gion an opportunity to sample indigenous food,
but also because it helps to lessen the region’s
dependence on foreign produce while simulta-
neously reducing the Caribbean’s (already high)
food import bill. Increasing the supply of locally
produced crops also helps to reduce GHG emis-
sions accrued in transporting foreign produce to
the Caribbean.

In addition, the tourism sector presents a viable
market for processed agricultural goods which
are packaged, portable and exportable to tourist
markets.'* Opportunities also exist through agro-
tourism, as visitors to the region can choose to go
on farm tours or tours of plantations and agricul-
tural processing plants for sugar cane (in the case
of Barbados and Guyana, for example) or nutmeg
and cocoa (as exists in Grenada). For example,
visitors to Grenada are able to tour the cocoa fer-
mentary at ‘the Belmont Estate’ to witness the
cultivation of the crop as it is prepared to make
dark chocolate. Patrons are even given the op-
portunity to ‘walk the cocoa’ (a process which
helps to dry the cocoa beans evenly). By offering
tours of its gardens and plantation, the Belmont

Tourism Linkages and Their Relevance to Climate Change Adaptation

Estate has assisted in enhancing Grenada’s over-
all tourism product, and the Estate attracted ap-
proximately 4,500 visitors in 2008.'* While such
opportunities do exist, they remain somewhat
under-explored within the region.

Indeed, opportunities of this nature that can help
to build long-term resilience to climate change.
According to the Fourth Assessment Report of
the Intergovernmental Panel on Climate Change
(IPCC), small islands, akin to those found in the
Caribbean, have specific “characteristics which
make them especially vulnerable to the effects
of climate change.”' The report indicates that
small islands are likely to face, inter alia, sea-
level rise (which can bring about greater floods
and coastal erosion) and more extreme and in-
tense natural disasters, such as hurricanes, that
can damage vital infrastructure. Thus, in the face
of eroding beaches (which represent a major rec-
reational tourist attraction) and greater coastal
hazards, the development of tourism linkages,
which can serve to create new or alternative
tourism products (such as agro-tourism) is criti-
cal to adaptation efforts within SIDS threatened
by climate change impacts. Alternative tourism
products (which will be explored further in sec-
tion 2.2.) help to diversify the tourism sector and
reduce vulnerability to climate change impacts,
particularly through developing new products in
locations less susceptible to the aforementioned
effects of a warming planet. Even further, diver-
sification of the sector also serves to differentiate
the Caribbean tourism product from that of com-
peting destinations, thereby enhancing what is
often referred to in the literature as the ‘unique
selling point’ (USP) of the region.

Box 1: Sustainability of Sports Tourism Threatened by Climate Change?

In the Caribbean, the link between sports and tourism is already established, particularly as
it relates to cricket. Every year several international cricket teams tour the Caribbean region
by playing matches in at least three Caribbean territories (against a single regional team from
the Caribbean). This linkage is seen as beneficial to the Caribbean as fans and supporters
often accompany their teams for the duration of the tour. In addition, these tours stimulate
other forms of economic activity and help to promote the game of cricket. This became par-
ticularly evident during the recent International Cricket Council (ICC) Cricket World Cup. The
event, which took place from 13 March to 28 April 2007, featured a total of 51 matches be-
tween teams from sixteen countries played in eight Caribbean nations. The occasion not only
attracted thousands of visitors to the region, but nations hosting the matches were able to
earn income from ticket sales, sponsorship deals, as well as from television and media rights
to the event. In fact, an audited report of the tournament indicated that the tournament had
an overall surplus of USD 53.9 million, believed to be the highest event surplus in the history
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of the Cricket World Cup. Approximately half of the earnings were to be remitted to local
organising committees across the Caribbean.'® In addition, specifically for Grenada (which, it
should be noted, is one of the less developed countries in the CARICOM'’), “the Cricket World
Cup had a very positive impact on the local travel and tourism market. Arrivals [into Grenada]
increased strongly as a direct result of the World Cup in 2007, while the transportation, car
rental and travel retail products all showed healthy growth.”'® As such, this internationally
august event was able to stimulate other areas of economic activity throughout the region.

However, the long-term growth and development of sports tourism in the region is threatened
by increased occurrences of severe weather patterns associated with climate change. More
intense hurricane seasons in the Caribbean (for example) may cripple the region’s ability to
host major sporting events. Future planning for the expansion of international sporting activi-
ties should, therefore, include climate change adaptation strategies including but not limited
to earthquake and high-wind resistant indoor facilities and infrastructure along with increased

interaction with organizations that collect, collate and interpret meteorological data.

1.3 Tourism and Trade

1.3.1.

Put simply, tourism creates a demand for other
services and, in so doing, naturally fosters op-
portunities for other forms of trade and eco-
nomic activity. Therefore, the industry can be
used to forge creative and strategic trade link-
ages that could help to encourage investment,
create job opportunities, stimulate new tourism
products and promote business linkages within
the economy (see Figure 4). However, achiev-
ing this would require a sustainable approach
to satisfying local and export demand in a way
that facilitates the enhanced output and sales
of agro produce, crafts and art, along with in-
creased opportunities for artisans to gain em-
ployment in the tourism sector to sell more of
their products to tourists and other actors with-
in the industry."

If these opportunities are to be realized, innova-
tion and industrial policy aimed at capacity build-
ing and development is crucial. For example,

Tourism as a tool to strengthen internal linkages

tourism may boost the demand for specific goods
and services (such as souvenirs and tour operator
services) in an economic environment where do-
mestic capacity is limited, probably due to small
size (bringing about diseconomies of scale) or a
lack of financial resources and investment neces-
sary to expand operations. In response to such
limitations, domestic capacity can be enhanced
through training and/or financial injections
through industrial development agencies. Facto-
ries or assembly plants may also need to be built
to boost local production. In such a scenario,
trade policy can also be utilised to protect local
industry. Conversely however, the industry could
be liberalized to promote competition. Opening
various industries within the tourism sector may
help to make those industries more competitive
and create pressure for reduced prices and en-
hanced service quality, which by extension could
help make the overall tourism product more at-
tractive to potential tourists.

1.3.2 Tourism and its fundamental link to international trade

It is important to note that the most fundamen-
tal linkage between trade and tourism lies in the
fact that tourism is a form of services trade. It
is an economic activity that is most often mani-
fested through Mode 2 of international trade in
services, also known as the ‘consumption abroad’
mode, where nationals of one country move to
consume the service in another territory. In the
case of the Caribbean (and in its simplest form),
persons primarily from Canada, Europe and the

United States (as indicated earlier) travel to pur-
chase hospitality as well as a range of other ser-
vices in the Caribbean.

Were a potential visitor to stay in his or her home
country and consume a Caribbean service via the
Internet (such as paying for access to watch a jazz
concert in a Caribbean island), this would be re-
ferred to as Mode 1 trade in services also referred
to as cross-border trade. In such a case, neither
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Figure 7. lllustration of Tourism Linkages in the Local Economy
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the consumer nor the supplier (service provider)
moves for the service to be traded. In the case of
Mode 2 services trade, it is the very movement
of the consumer to another market that creates
opportunities for trade. The entry of tourists into
the Caribbean presents opportunities to promote
local and regional goods and services to persons
from other potential markets. This is particularly
important as the movement of persons represents
a unique opportunity to promote goods and ser-
vices in which the Caribbean may hold a compar-
ative advantage. Such goods range from arts and
crafts to textiles to food and beverage products.
The response of tourists to such products can at
times also be used as a barometer of the export-
ability of products to those markets from which
tourists emanate.

In addition to this, tourists also have the poten-
tial to become investors in local enterprises.
Whether planned or not, international visitors
may discover innovative uses of local products
and technologies in their home market or may
simply encounter an opportunity to capture niche
markets in their home country by acquiring ‘ex-
otic’ products or unique-service delivery tech-

niques from tourist destinations. To add to this,
many tourist-based enterprises (primarily hotels)
are able to offer services, such as conference and
video-conferencing facilities, that cater directly
to the needs of businesspersons. International in-
vestors are, therefore, able to make use of the
wide network of resources that can be accessed
through hotels. Thus, in practice, hotels often
provide access to telecommunication (Internet,
phone and fax) services, transportation services,
translation services (for multi-lingual meetings)
and even health and wellness services (through
gyms and massage services, for example) that
support the conduct of those engaged in busi-
ness and trade in very pragmatic ways. This sort
of linkage provides the necessary impetus for
the growth of business and conference tourism,
which can be a viable alternative tourist prod-
uct for established tourist destinations, such as
those within the Caribbean. It is perhaps for this
reason that more Caribbean tourist destinations
are attempting to market themselves as premier
business/conference tourism destinations. Trini-
dad and Tobago has been acknowledged as having
made pronounced efforts in this regard. Accord-
ing to the World Travel and Tourism Council, Trini-
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dad and Tobago is expected to grow its exports in
international business travel at a rate of nineteen
point four percent in 2009, faster than any other
country in the world.?' As mentioned earlier, the

1.4

The Caribbean “is the most tourism-dependent
region in the world, as the travel and tourism
industry is the largest source of both foreign ex-
change and employment.”? In this regard, the
industry is the largest contributor to economic
stability within the region. This shared economic
interest in tourism has often led to concerted
efforts to safeguard the future of the sector. To
begin, efforts have been made, through organi-
zations like the Caribbean Tourism Organization
(CTO) and other regional tourism bodies, includ-
ing the Caribbean Hotel and Tourism Association
(CHTA), to engage policy-makers to help prevent
to societal ills and external threats like climate
change that threaten the viability of the indus-
try. Non-governmental regional organizations,
such as these have in the past produced position
papers and spearheaded independent projects to
advance climate change adaptation and mitiga-
tion efforts in the Caribbean. The Caribbean Ho-
tel Energy Efficiency Action (CHENACT) project,
featured later in this paper, is one example of a
collaborative effort by the CTO and the CHTA to
reduce emissions from the tourism sector in the
Caribbean.

It may also be useful to note that attempts have
been made to promote Caribbean tourism as a
single regional brand. Such a campaign helps to
further the ideal of regional economic develop-

development of non-traditional tourist products
(like business/conference tourism) does help to
diversify and build resilience within the sector
against external threats, such as climate change.

Tourism as a Mechanism to Raise Regional Concerns

ment through functional cooperation. One may
posit by extension that such joint action can
serve to strengthen integration efforts within the
region. Perhaps even more germane, however,
is the (often indirect) contribution that tourism
makes to the overall socio-economic and politi-
cal stability of the region. In seeking to create
a safe and comfortable environment for visitors,
the tourism industry places pressure on govern-
ments (though to varying degrees) to minimise
societal ills and negative externalities, including
crime, political instability and severe environ-
mental degradation. Thus, in order to secure the
economic viability of the sector, governments of-
ten attempt to ensure that a relatively high level
of socio-economic and political stability is main-
tained. It is, indeed, this dynamic that creates
real opportunities for regional development, as
it provides the platform for common approaches
to common threats. In this regard, growing con-
cerns about climate change (particularly within
tourist markets) provide added incentives for
governments within the region to create the le-
gal and policy framework necessary to facilitate
the increased use of adaptation and mitigation
technologies, so as to become more marketable
as a ‘carbon neutral’ region. As a result, policies
that aim to enhance tourism competitiveness can
also help to raise and highlight regional concerns,
such as crime or climate change.
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2.  TOURISM AND CLIMATE CHANGE IN THE CARIBBEAN: ADAPTATION

POLICIES AND STRATEGIES

2.1.

As articulated by the IPCC (2007), adaptation is
defined as “adjustment in natural or human sys-
tems in response to actual or expected climatic
stimuli or their effects, which moderates harm
or exploits beneficial opportunities.”? The coun-
tries of the Caribbean like other small island
states, are particularly vulnerable to the effects
of climatic change and as such do have adequate
incentive to adopt policies and strategies geared
toward preparing for adverse effects of global
warming. Decisive steps were taken in 1994 at
the Global Conference on the Sustainable De-
velopment of Small Island Developing States in
Barbados, where calls for the development of a
Caribbean-wide project addressing adaptation to
climate change were made.

The resulting project, entitled Caribbean Plan-
ning for Adaptation to Climate Change (CPACC),
was funded through the Global Environmental Fa-
cility (GEF). This project engaged the participa-
tion of a majority of CARICOM members? and was
instituted from 1997 to 2001. The CPACC proved
to be a landmark initiative within the Caribbean
as it, among other things, increased awareness of
the need for adaptation policies throughout the
region, improved access to data pertaining to cli-
mate change and facilitated the establishment of
coral reef monitoring protocols, which by exten-
sion could improve early warning mechanisms. In
addition, “a total of eighteen sea-level and cli-
mate monitoring systems, along with the related
data management and information networks, were
installed in twelve countries”? in the Caribbean.

To build on the progress made via the CPACC, the
Adaptation to Climate Change in the Caribbean
(ACCC) project was initiated in 2001 and continued
until 2004. The initiative led to the development
of a “guide to assist environmental impact assess-
ment (EIA) practitioners in CARICOM countries to
integrate climate change in the EIA process”? as
well as “risk management guidelines for climate
change adaptation decision making.”?® The ACCC
project also produced the region’s first draft pub-
lic education and outreach strategy that was spe-
cifically engineered to raise awareness about ad-
aptation to climate change in the Caribbean.

In 2004, upon completion of the ACCC project,
another scheme, known as the Mainstreaming Ad-
aptation to Climate Change (MACC) project, was
launched. This project was aimed at merging ad-

A Brief Introduction to Climate Change Adaptation in the Caribbean??

aptation strategies into the development agen-
das of small-island, low-lying CARICOM member
states.”? The MACC project therefore sought to
ensure that climate change adaptation strategies
and policies were infused into national (as well as
sector-specific) policies and regulations. It, there-
fore, included a strong public education compo-
nent geared toward engaging a wide cross section
of stakeholders, including policy-makers and the
media.*® The MACC project lasted until 2007. How-
ever, in 2004, the Caribbean Community Climate
Change Centre (CCCCC) was established and for-
mally opened in August 2005 in Belmopan, Belize.

The CCCCC is meant to coordinate the region’s
response to climate change while acting as the
official repository and clearing house for climate
change data in the Caribbean.?' As the institution
charged with offering policy advice and support
to the public and private sector on issues per-
taining to climate change in the Caribbean, the
CCCCC has an on-going responsibility to monitor
the region’s adaptation climate change impacts.
The institution is also meant to provide “timely
forecasts and analyses of potentially hazardous
impacts of both natural and man-induced climatic
changes on the environment.”3? Accurate data
documenting potential natural disasters is invalu-
able to stakeholders within the tourism sector, as
this can create an avenue for officials to minimize
personal injury, loss of life and damage to vital in-
frastructure due to natural hazards, such as hurri-
canes. Collaboration between officials of the tour-
ism sector and those of the CCCCC, with a view
to minimizing climate change impacts is therefore
crucial. Understandably, therefore, the CTO has
a seat on the organization’s Board of Governors.

It is noteworthy that there other initiatives within
the Caribbean which aim to enhance the region’s
ability to adapt to climate change. One example
of such is the ‘CARIBSAVE’ project, which repre-
sents a partnership between the CCCCC and the
University of Oxford, and it seeks to enhance the
ability of the region’s tourism sector to reduce its
contribution to global warming and to adapt to cli-
mate change impacts. The project will therefore,
among other things, “assess the vulnerability, re-
silience and adaptive capacity of the tourism sec-
tor to climate change in the Caribbean region.”
Ultimately, CARIBSAVE aims to provide policy
recommendations and practical strategies that
can help the region to adapt to climate change.
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2.2. Adaptation Needs in the Tourism Sector

Notwithstanding the above, as much as there is
a centralized authority in the Caribbean charged
with coordinating projects related to climate
change adaptation, information gaps do ex-
ist within the region. The level of state engage-
ment has not been uniform throughout the region.
Therefore, interaction with the private sector
and the level of public education as well as the
integration and application of traditional knowl-
edge with respect to climate change adaptation
varies among Caribbean states. In addition, Haiti,
Montserrat and Suriname did not participate in the
aforementioned CPACC, ACCC and MACC projects.
The progress made in integrating climate change
measures into national legislation and regulations,
therefore, differs from island to island. That said,
it is important to note that since the majority of
islands in the Caribbean are tourism-based econo-
mies, measures within national policies that ad-
dress climate change adaptation will often be di-
rectly applicable to the tourism sector.

In addition, the viability of the tourism sector
is influenced by wider national and regional ad-
aptation technology and infrastructure. Of par-
ticular importance are technologies that allow
for enhanced meteorological data and disaster-
preparedness information. As alluded to earlier,
such infrastructure could assist governments,
service providers and tourists in preparing for
potential catastrophic events. The application of
such technologies across the region could help to
contribute to a greater sense of safety and se-
curity for visitors and nationals alike, which, by
extension, may assist in making the Caribbean a
more attractive and resilient tourist destination.
In this regard, it is useful to highlight that meteo-
rological stations within the region were recently
upgraded to enhance communication and net-
working capabilities.** At the time this paper was
written, the stations were installed, although
they were not yet transmitting to the Regional
Archiving Centre, which is to be located in Belize.

It should also be noted that adaptation needs
and technologies vary to a great degree, and

include construction engineering technologies
(in erecting hurricane-resistant buildings),
modifying water policies to cater to exacer-
bated water shortages associated with climate
change as well as the transfer of skill and know-
how to build long-term domestic capacity and
support for adaptation activities (see Table 1).
The formation of strong linkages between the
private and public sector is imperative in order
to facilitate the acquisition, utilization and ef-
ficient management of adaptation technologies
to respond to the threats posed by a warming
planet. More specifically, “there is a real need
for effective communication between the cli-
mate change science community and tourism
operators at the regional and local scale, par-
ticularly with respect to the development of
climate change scenarios and indicators ca-
tered toward local tourism decision making.”?
The formation and maintenance of linkages
such as these can truly help to make the tour-
ism sector more resilient and responsive to the
threat of climate change.

Adaptation needs, even those specifically rel-
evant to the tourism sector, though similar, are
not identical in every Caribbean island. A simple
illustration of this point can be made by making
reference to coral reefs (which are vital to dive
tourism in the region). Instruments to measure
the level of salinity and water temperatures in
Coral Reefs along with those used to monitor cor-
al bleaching will largely be utilized (for that pur-
pose) in islands where reefs are present, but they
may not be necessary in other areas. As indicated
earlier some adaptation technologies were dif-
fused in the Caribbean between 1997 and 2007,
during the process that eventually led to the for-
mation of the CCCCC. Much of the technological
adaptation needs in the tourism sector now also
relate to the continuous upgrade, refurbishment
or replacement of existing devices being used to
monitor sea-level and climate changes—for ex-
ample. Table 1 highlights some of the key adapta-
tion needs in the region that are relevant to the
tourism sector.
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Table 1. Cross-Section of Adaptation Needs relevant to tourism sector in the Caribbean*

ADAPTATION

CATEGORISATION ADAPTATION NEED

ADDITIONAL RELEVANT INFORMATION

Environmental Meteorological services

Satellite and compiled in situ observations of
sea surface temperatures

Tidal gauges’

To measure sea level and detect tsunamis
(future and continuous maintenance and
upgrades).

Infrastructural Sea Defences

In response to Sea Level Rise

Hurricane Resistant
Buildings

Natural disasters expected to become more
frequent, more intense.

Larger Water Storage Tanks

Legislative and
Regulatory

Revised Building Codes

Hurricane ready, perhaps with revised energy
efficiency standards

Land Zoning regulations

Particularly around rivers and coasts (e.g. to
cater for long-term beach erosion)

Modifying Water Policy

Adaptation to water shortages (e.g. water
recycling regulations). Can help to ensure
sustainability of hote ls, resorts and golf
courses that utilise sprinkler systems and
may be water intensive.

Behavioural Public/Tourist education

campaign

Human Resource Training & Retraining of
Development Staff

Sensitisation about need for greater energy
efficiency, to lower energy demand from
tourism

Transfer of skill, know-how

*List not meant to be exhaustive, but rather exemplary, giving very key examples
T Tidal gauges last upgraded during MACC project, installations and upgrades may be necessary for CARICOM member states that did not

participate in the MACC project (Haiti, Montserrat and Suriname)

It is also important to note that stakeholder inter-
est in adaptation activities is likely to be greatly
influenced by the extent to which they may be af-
fected by somewhat foreseeable climate change
impacts. For example, owners of beach-front
hotels, villas and restaurants are more likely to
be responsive to the need to install sea walls/de-
fences and tidal gauges as sea levels rise. A re-
cent study entitled “Climate Change and Tourism
in Barbados”* by Cumberbatch et al, concluded
that tourism stakeholders “had less knowledge
and awareness of global climate change phenom-
enon and more of an appreciation for events that
directly impact on their businesses and liveli-
hoods.”3” Cumberbatch also noted that stakehold-
ers were reluctant to put preventative measures
in place, even if they had been affected by inun-
dation, since adaptation measures were viewed as
costly, and because the number that had been se-
riously affected by direct climate change impacts

was relatively small. Climate change adaptation
was also viewed as a government responsibility.®
Therefore, stakeholder engagement and public
education will need to be an important compo-
nent of adaptation policies and strategies within
the region, if support and participation from the
sector is to be enhanced. It is not enough to ac-
quire adaptation technologies. Tourism business
owners must be educated on how climate change
impacts will affect their operations. This may not
only boost their willingness to be cooperative, but
also give them a framework they can use to plan
and prepare for such impacts.

However, the ability of individual tourism stake-
holders to manoeuvre their operations to cater for
climate change impacts differs within the sector.
The concept, widely known as adaptive capac-
ity, refers to “the ability or potential of a system
[or enterprise] to respond successfully to climate

11
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variability and change, and includes adjustments
in both behaviour and in resources and technolo-
gies.”® The ability of tourism proprietors to re-
spond to climate change impact depends inter alia,
on the physical size, structure and nature of the
operations, mobility (along with how quickly they
can relocate their operational base), their loca-
tion, the type of insurance (if any) they possess and
their access to accurate and reliable information.
As illustrated below, if the enterprise (as is in the
case of a hotel) is in a fixed location and unable
to move quickly in the event of a possible climate
change impact such as inundation —due to sea level
rise or a hurricane; then its adaptive capacity is

low. If, however, (as in the case of tour operators
and cultural performers) the enterprise is not fixed
to a particular location and can easily reschedule
in the case of a natural disaster, it is said to have
a higher adaptive capacity. The application of ad-
aptation technology, therefore, should ultimately
seek to boost the adaptive capacity of members
of the tourism sector through the construction of
infrastructure to dampen impacts, enhance access
to information (about climate change and impend-
ing impacts), and should be accompanied by public
education to influence behaviour and decision mak-
ing, so that proprietors adopt preventative, adap-
tation measures and engage in long-term planning.

Figure 8. Diagram lllustrating Adaptive Capacity within the Tourism Sector.
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Source: UNWTO-UNEP-WMO 2008.
2.3. Opportunities for New Tourism Products

The advent of climate change and other threats
to the tourism sector has led nations within the
Caribbean to explore alternatives to more tra-
ditional tourism products (sun, sea and sand)
to which the region has become closely associ-
ated. As mentioned earlier, in the face of climate
change impacts, such as beach loss due to coastal

Ecotourism

Ecotourism often refers to travel to areas where
people can observe, and even help to conserve,
indigenous flora and fauna. The Caribbean region
is home to a very diverse, serene and somewhat
unexplored (particularly as it pertains to visitors)
natural environment that ranges from the world’s
tallest waterfall, to lush rainforests to volcanic
plateaus. Increasing media attention and inter-
national awareness of environmental degrada-
tion and the threat of climate change, therefore,
creates real opportunities to expand ecotourism
within the Caribbean. Moreover, as the Carib-
bean region currently contributes less than one
percent to global greenhouse gas emissions,* it
can be marketed as a ‘carbon neutral zone’ which

erosion, new tourism products help to boost the
competitiveness and resilience of the sector. The
following provides a brief synopsis of a few exam-
ples of such alternative or new tourism products.
It should however be noted that these categories
of tourism products need not be (and are quite
often not) mutually exclusive.

could help make the region more attractive to po-
tential eco-tourists. Becoming a ‘carbon neutral
zone’ is particularly useful as there are concerns
among tourism authorities within the Caribbean
that as the climate change agenda becomes more
accepted by the general public, that this might
result in potential travellers from tourist markets
choosing to remain within their own countries or
regions during vacation periods, in lieu of travel-
ling across the Atlantic to the Caribbean (in order
to decrease their own carbon footprints).# Eco-
tourism therefore, represents a unique opportu-
nity that can allow tourists to decrease their own
carbon footprints and contribute to environmen-
tal sustainability while on vacation.
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Heritage tourism

Heritage tourism refers to tourist-based activi-
ties that promote an improved understanding of
local history, culture and traditions. Such activi-
ties tend to afford visitors the opportunity to wit-
ness, experience and sometimes even participate
in exercises performed or designed to recapture
historical traditions and events. In the Caribbean,
greater emphasis can be placed on promoting vis-
its to historically significant communities, where
ancient lifestyles and traditions have been pre-
served. In this regard, visits to Maroon commu-
nities*? in Jamaica and Native Amerindian tribes
in Guyana and Suriname definitely provide exam-
ples of opportunities for heritage tourism in the

Community tourism

Community tourism refers to the involvement of
a community in the offering and presentation of
tourism products to visitors. The development of
community tourism can afford members of the
specific district in question (usually in rural areas)
the opportunity to earn income directly through
locally-owned enterprises and activities that can
range from nature trail guides to the sale of ar-
tefacts and souvenirs. In this regard, this tourism
product also has the potential to be used as a tool
geared towards social empowerment. It is perhaps
for this reason that the Tourism Development Act
(TDA) of Barbados makes specific mention of the
development of community tourism. The legisla-
tion offers a 150 percent tax rebate for inter alia,

developing and operating nature trails
throughout rural areas of Barbados to be used
as tourist attractions, acquiring Green Globe

Caribbean that can be further developed. This
alternative to more conventional tourist activi-
ties is particularly useful, as it often facilitates
the restoration and preservation of heritage sites
and the natural environment. Heritage tourism
may also be a particularly useful component of
climate change adaptation planning, since the
aforementioned sites tend to be situated within
the hinterlands of Caribbean tourist destinations.
As a result, this form of tourism may represent a
potential for tourist activities to be located some
distance away from low-lying coastal areas that
may be adversely affected by climate change
threats, such as sea-level rise.

or similar certification; developing linkages
between the tourism sector and other eco-
nomic sectors; developing community tour-
ism programmes, [or for] developing visitor
exchange programmes between Barbados and
other Caribbean countries.®

Thus, whether realized through community festi-
vals or through giving visitors the opportunity to
stay with local families, community tourism pres-
ents an opportunity to offer unique indigenous
experiences to visitors. It also provides natural
incentives to preserve community traditions and
to emphasize the development and promotion of
community enterprises. Specific mention of devel-
oping tourist activities in rural areas also serves as
a useful tool for climate change adaptation as it
encourages movement away from low-lying coast-
al areas (as mentioned above).

2.4, Complementarities with Other Sectors to Adapt to Climate Change

Increasing awareness of the threat of climate
change (and associated risk reduction) has
helped to bring to the fore a few of the com-
plementarities and linkages with other sectors
that can assist in adapting to a warmer planet.
Such a relationship can certainly be observed
within the renewable energy sector in Barba-
dos. “Barbados has one of the world’s highest
per capita rates of SWH penetration”* and is
home to a thriving (though still relatively small)
SWH industry. In addition, most hotels in Bar-
bados are already fitted with SWH units and in-
centives exist for them to continue this prog-
ress under the TDA. As a result, there exists a

measure of partnership between the renewable
energy sector and the tourism sector, primarily
due to the savings that the former is able to
offer the latter. The complementary nature of
the two sectors is both financial and functional.
Hotels, restaurants and other enterprises are
able to enjoy energy savings (and by extension
lower electricity charges) and SWH is also envi-
ronmentally friendly. Use of SWH products can
enhance tourism operators’ eligibility to gain
environmental certification (including Green
Globe certification®’). That being said, the use
of SWH technology will be discussed further
in the case study on Barbados in this paper.

13
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Financial services

Small islands, such as those within the Carib-
bean archipelago are said to be especially vul-
nerable to climate change impacts.* Increased
global temperatures are expected to, inter alia,
increase the occurrence of natural disasters
(such as hurricanes) and bring about sea-level
rise, which by extension can “exacerbate inun-
dation, storm surge, erosion and coastal hazards
thereby threatening vital infrastructure, settle-
ments and facilities that support the livelihood
of island communities.”# The threat of damage
to tourist attractions (especially beach-front ho-
tels, villas and restaurants) therefore cannot be
underestimated. Indeed, it is these threats that
create the platform for the partnership between
the tourism and the financial sectors, as this pro-
vides an opportunity for the latter to design an
indemnification regime that is responsive to the
risks associated with climate change. Unique in-
surance solutions that offer manageable premium
payments and cater specifically for the tourism
sector represent a niche market opportunity.

It is, however, important to note that there are
insurance companies that offer Hotel and Resort
Property Insurance,* which is specific to the tour-
ism sector. Schemes of this nature tend to focus
on offering coverage for natural disasters, such as
hurricanes, as well as for fires and other unfore-
seen circumstances. As a result, such schemes of-
ten cater for physical damages to infrastructure,
losses due to business interruption and other in-
cidental costs. The damage due to Hurricane Ivan
in 2004 amounted to approximately 200 percent
of Grenada’s GDP and caused substantial losses
in Jamaica and the Cayman Islands.* Should cli-
mate change impacts become more severe (and
hurricanes become more intense and frequent),
the need to build upon the already existing com-
plementarities between the financial and tourism
sectors to provide affordable and accessible in-
surance for hotels will become urgent.

2.5. Case Studies

In light of this, it is important to note that an
indemnification scheme has been formulated for
state entities in the region. The Caribbean Ca-
tastrophe Risk Insurance Facility (CCRIF), though
still evolving in size and structure, was estab-
lished through the coordinating assistance of the
World Bank to provide participating governments
from the Caribbean with immediate liquidity if
hit by a hurricane or earthquake.® The Facility
aims to afford members of CARICOM (thirteen
[fulll] members and three associate members®')
the opportunity to pool their resources allocated
to risk management in order to reduce individual
insurance premiums.

To add to this, in August 2009, CCRIF and the
Caribbean Disaster Emergency Response Agency
(CDERA) signed a memorandum of understand-
ing (MOU) to “facilitate capacity building and
to develop strategies for mitigating the physical
and socio-economic impacts of natural disasters,
such as hurricanes and earthquakes, on countries
in the region.”* Essentially, the partnership be-
tween the two organizations is meant to “pro-
mote the use of catastrophe risk modelling tools,
to introduce new products and initiatives to assist
Caribbean governments in better understanding
and financing catastrophe risk exposures and to
share information on real-time hazard and im-
pact information.”>3 Cooperation of this nature
between a regional (though state-centred) insur-
ance provider and its disaster management coun-
terpart can indeed help to enhance long-term
adaptation efforts by providing governments with
the financial resources needed to respond to cli-
mate change impacts. The CCRIF (at the time of
writing) is in the process of developing excess
rainfall coverage,> perhaps to boost responses to
weather formations, such as tropical depressions,
that are associated with heavy showers and can
have adverse effects, including inundation, but
may not be covered by insurance for hurricanes.

2.5.1. Caribbean Hotel Energy Efficiency Action (CHENACT)>3

CHENACT is a region-wide initiative aimed at im-
proving the competitiveness of small and medium-
sized hotels (which for the purposes of this initia-
tive is any hotel with less than 400 rooms) in the
Caribbean, by enhancing their use of available
energy sources. The project is a collaborative ef-
fort of the Caribbean Hotel and Tourism Association
(CHTA), the Caribbean Alliance for Sustainable Tour-
ism (CAST) and the Caribbean Tourism Organization

(CTO) and is being funded by several international
agencies along with the government of Barbados
(where the project is based). This regional under-
taking will cost approximately USD two million and
will involve forty hotels across the Caribbean.>

The initiative will promote compliance with the
Montreal Protocol (which has been acceded to by
all of CARIFORUM) to phase out ozone-depleting
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substances. It will involve encouraging hoteliers
to retrofit old, less environmentally friendly tech-
nologies with more modern forms of EGS. What is
particularly distinct about this project, however,
is that it will explore the possibility of the Carib-
bean region obtaining carbon credits through the
Clean Development Mechanism (CDM), which was
developed under the Kyoto Protocol to the Unit-
ed Nations Framework Convention on Climate
Change (UNFCCC). Through the CDM industrial
nations that have made commitments to reduce
their emissions of GHGs can support or invest
in projects that reduce emissions in developing
countries (as an alternative to more expensive
emission reductions in their own countries). In
addition, CHENACT will attempt to source funds
from other donors, agencies and programmes to
aid in the endeavour to reduce the emissions of
GHGs from the Caribbean.

This project aims to facilitate a greater degree
of energy efficiency on the part of hotels in the

Caribbean, particularly through the promotion of
renewable energy and the removal of ODS. In ad-
dition, it will assess the current purchasing power
of utility companies (primarily providers of elec-
tric power) to acquire energy from Independent
Power Producers (IPPs) and examine the capacity
of Caribbean Energy Service Companies (ESCOs)
to adequately address the needs of the region’s
tourism sector. The CHENACT initiative is sched-
uled to run for up to two years and is expected
to increase the tourism sector’s use of renew-
able energy, reduce energy costs for hotels and
decrease the emissions of GHGs and ODS, which
should assist in making the region’s already small
carbon footprint even smaller. At the time this
report was written the project was still in its pre-
liminary stages. However, due to the potential of
this project to decrease emissions and energy de-
mand from the tourism sector, and also because
of the regional scope of this initiative; the CHEN-
ACT project is likely to be the subject of future
research in the Caribbean.

2.5.2 Barbados: Competitiveness through energy efficiency —becoming a carbon neutral

destination.

Barbados, an established tourist destination, is the
most easterly state in the Caribbean. It is approxi-
mately 166 square miles (431 square kilometres)
and has a population of roughly 272,000.% It is also
home to the region’s most active and largest SWH
industry. Despite this, petroleum products service
75 percent of the nation’s energy demand.> How-
ever, efforts are being made to increase the use
of renewable energy in order to decrease Barba-
dos’s carbon footprint and, by extension, make
the island more attractive to the environmentally
conscious. By transforming Barbados into a carbon
neutral location, visitors should be able to dis-
place or nullify a percentage of the carbon foot-
print they might otherwise accrue via travelling
to the Caribbean from well-known tourist markets
(like Europe and the United States), which require
long-haul (relatively carbon-expensive) flights.
Promoting energy efficiency and renewable en-
ergy is, therefore, seen as an avenue for Barbados
to become more competitive as a tourist destina-
tion. It is perhaps for this reason that the govern-
ment offers SWH retailers “a preferential import
regime and tax holidays and [also] gives local SWH
manufacturers special rates for almost all materi-
als that are used in the construction and repair of
SWH systems.”® For nationals wishing to acquire
SWH, “the government offers a 100 percent re-
bate on the cost of the systems on their national
income taxes.”®" As a result, in 2004, there were
already “over 36,000 solar water heaters operat-
ing in the island.”? Solar photovoltaic systems

are also being used for tourist attractions (such
as the Harrison’s Cave) and for public goods as in
the case of the Combermere School.®® The govern-
ment also launched a Public Sector Energy Conser-
vation Programme in April 2007 focussed on fleet
management, procurement, retrofitting, training
and capacity building and has increased its envi-
ronmental levy from one to two percent. The ad-
ditional funds retrieved from the levy are to be to
put toward environmental management.®

To add to this, further incentives are available for
tourism operators under the TDA. Under the Act,
hotels can import duty free computer-controlled
systems to regulate energy use and save energy
as well as electronic equipment to increase the
safety, security and energy conservation of guest
rooms and entire hotel properties.® Simultane-
ously, restaurants can import “electronic equip-
ment to increase the safety, security and energy
conservation of the rooms and the entire restau-
rant property”%. However, it is important to note
that restaurants can import such items duty-free
only once every five years. Interestingly, the Act
does not make similar exemptions for energy con-
servation appliances for villas. Notwithstanding
this, it is perhaps due to such incentives that most
hotels in Barbados already use SWH systems.®” It
should be noted that despite the fact that many
hotels are equipped with SWH, hotels use fifteen
percent of the electricity generated in Barbados
from petroleum (see Figure 5).
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Figure 9. Sectoral use of Electricity in Barbados in 2004

Industrial
6%

Domestic
34%

Commercial
23%

Source: Ministry of Energy, Barbados, 2006.

The continued promotion of alternative energy
(including solar for lighting) is therefore key to
reducing the sector’s energy demand. To add to
this, in 2004 more than 60 percent of homes still
lacked SWH units. This is said to be linked to the
approximately fourteen percent of the popula-
tion that lives in poverty.® Milton postulates that;

Even with the generous government pro-
SWH policies, buyers must still make an
average up-front payment of [USD] 1,800
to purchase a system, which they will only
recoup in the form of tax savings. However,
because of the subsidy is linked to income
taxes, households that do not earn enough
to file income taxes are unable to take ad-
vantage of the government subsidy.

Thus, in its move toward ‘carbon neutral’ sta-

tus, the government of Barbados must now find
further innovative policy paths towards de-
creasing its reliance on conventional forms of
energy. In spite of the preferential import re-
gime that exists for SWH manufacturers and the
range of fiscal incentives that exist to increase
the use of energy-conserving technologies,
finding means to decrease the energy demand
of domestic households and hotels in particu-
lar is imperative. This may require increased
public-private sector partnerships to facilitate
investment in other forms of alternative energy
(such as solar photovoltaic and wind energy)
along with technology transfers from industrial
nations. It is multidimensional, collaborative
approaches of this nature that can serve to
strengthen Barbados’s already strong thrust to
become a ‘carbon neutral’, energy efficient,
tourist destination.



ICTSD Programme on Competitiveness and Sustainable Development

3. IMPACT OF MITIGATION POLICIES AND STRATEGIC RESPONSES

Climate Change Mitigation and the Tourism Sector

Climate change mitigation as defined by the
IPCC (2007) refers to “technological, economic
and social changes and substitutions that lead to
emission reductions.”®® The tourism sector con-
tribution to global emissions tends to emanate
from, inter alia, travel/transport to tourist des-
tinations, from accommodation venues and from
tourist activities. To reduce the negative impact
on the environment, public and private sector en-
tities usually attempt to increase the use of en-
vironmentally-friendly goods and services within
the sector and to bring about behavioural changes
among proprietors and tourists alike. Initiatives
like CHENACT and the aforementioned incentives
available via the TDA (for tourism service provid-
ers to acquire energy-conserving technologies)
provide practical examples of climate change
mitigation strategies utilised by the private and
public sectors to decrease emissions. In addition,
environmental levies are sometimes introduced
or increased, as in the case of Barbados, usually
to allow governments to collect funds necessary
for climate change mitigation (and adaptation).
The impact of such policies on other nations is
the subject of the section that follows.

Financing Climate Change Mitigation

As explained previously with respect to the TDA,
tourism service providers are able to acquire on
a duty free basis energy-conserving technolo-
gies that help to decrease energy demand (and
by extension, harmful emissions) from the sec-
tor. However, in seeking to develop effective
mitigation strategies for the tourism sector, it
is important to acknowledge that the inability
of some service providers to finance ‘climate
friendly’ technologies does, at times, create a
barrier to access throughout the region. Even
after tax incentives are applied, the cost of such
technologies may be prohibitive, particularly
for small- and medium-sized enterprises (SMEs).
The willingness of financial institutions to loan
money for the purchase of energy-conserving
goods (especially when less environmentally
friendly, less expensive alternatives are avail-
able) is therefore critical.

In this respect, programmes like the United Na-
tions Environment Programme-Finance Initiative
(UNEP-FI) are vital in order to increase awareness
within the financial sector of its role in facilitat-
ing access to environmentally-friendly goods and
services. The UNEP-FI is not a lending facility.

Environmentally-friendly technologies quite of-
ten help to decrease the release of CO, emissions
into the atmosphere and also reduce dependence
on conventional forms of energy. Nevertheless,
such technologies tend to be attractive to the
private sector primarily owing to the energy sav-
ings (particularly those that translate into low-
er electricity costs) that can be enjoyed in the
short- and long-term by utilizing energy-conserv-
ing appliances. Thus, even if there are fiscal and
other incentives that promote the use of envi-
ronmentally-friendly goods and services (such as
those available via the aforementioned TDA) the
response from the private sector is unlikely to be
overwhelmingly positive if the use of such tech-
nologies does not result in savings and reduced
operating costs. In this regard, and particularly
in the midst of a global economic downturn, the
tourism sector is no different. Unless the applica-
tion of mitigation technologies is likely to result
in reduced costs; hoteliers, service providers and
other stakeholders are unlikely to avail them-
selves of environmentally friendly technologies,
even if such goods are liberalized and fiscal in-
centives are obtainable.

Rather, it is akin to a guild of financial institutions
that seek promote environmental awareness in
the financial sector by, inter alia, promoting “best
practices in environmental management, includ-
ing energy efficiency, recycling and waste reduc-
tion.””® The initiative is also meant to encourage
the development of products and services within
the financial sector that promote environmental
protection.” There is potential, however, for this
programme to be integrated with efforts asso-
ciated with the UNEP Green Economy initiative
which is geared towards assisting governments to
develop policies and mechanisms which encour-
age environmentally-sustainable investment in
all sectors of the economy.?

That said, initiatives like the UNEP-FI, have the
potential to enhance access to funds for tourism
service providers to purchase energy-conserving
goods by encouraging the development of innova-
tive products and services and by raising aware-
ness among financial institutions of the need to
support investments that can decrease emissions.
There is much room, however, for the expansion
of such awareness-raising activities within the
Caribbean. In practice, the ability of tourism ser-
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vice operators to acquire mitigation and adapta-
tion technologies may be curtailed, not by their
ability to identify the necessary technology or by

The Importance of Public Education

However, making energy conserving technologies
more accessible will not guarantee decreases in
emissions or energy demand from the tourism
sector. Government incentives to facilitate and
encourage the acquisition of ‘climate-friendly’
goods and services are unlikely to significantly re-
duce emissions from the tourism sector without
substantial public education aimed at bringing
about behavioural changes with respect to en-
ergy use. Energy efficient technology in and of
itself will not decrease energy demand, if such
technologies are utilised in an inefficient manner.
Moreover, if increased energy efficiency results

prohibitive tariffs on such products, but by the
willingness of lending institutions to finance such
technologies.

in decreased costs for consumers, people may
simply consume more of the good or service in
question. For example, if cars become more fuel
efficient, people may drive further or more often
and consume more energy (than if their cars were
less fuel efficient). This process, which is referred
to as the ‘rebound effect’” illustrates why tour-
ists, proprietors within the sector and the public
at large need to be engaged and informed of the
importance of decreasing their carbon footprint.
Without such consultation, behavioural change is
unlikely to occur and the sector’s energy demand
may remain stagnant or even increase.

3.1 Potential Impacts of Mitigation Policies on the Tourism Sector in the Caribbean

As a global phenomenon, climate change requires
a multilateral response. Policy measures that
promote reduction of emissions from industrial
nations, which constitute the largest contribu-
tors of greenhouse gases to the atmosphere, are
therefore critical. It is important to note, how-
ever, that policies designed to mitigate climate
change impacts can have external effects on
other countries. For example, increased environ-
mental levies from goods produced in developed
nations may increase the cost of purchasing such
goods in other countries. The effect of mitiga-
tion policies is particularly important for devel-
oping economies as such taxes and duties can
dramatically increase their import bill or stifle
the growth of trade in goods and services. More
specifically, “national or international mitigation
policies—that is policies that seek to reduce GHG
emissions —are likely to have an impact on tourist
flows. They will lead to an increase in transport
costs and may foster environmental attitudes
that lead tourists to change their travel patterns
(e.g., shift transport mode or destination choic-
es).”” In this regard, the adverse impact that the
Air Passenger Duty (APD), administered by the UK
government, could have on the tourism sector in
the Caribbean is a particular cause for concern.

The APD was introduced in 1994 as an environmen-
tal levy on air travel. In its original incarnation, it
entailed “a flat rate tax on all passengers depart-
ing from UK airports at varying levels depending
on the class of travel.””> However, the UK govern-
ment has unveiled plans to reform the APD based
on the distance of destinations from London.

The tax has been disaggregated into four tiers,
known as ‘bands’, which are meant to take in ac-
count the distance travelled in addition to the
class of travel. Each band represents a distance
of 2000 miles, and duties increase in line with the
distance of the final destination from London.

The APD is essentially a carbon tax that is meant
to act as a toll for travellers (and thereby their
emissions) based on the length of their journey.
However, the bands for various destinations are
determined based on the capital city of the coun-
try in question and not by the specific port of en-
try. It is this approach that is particularly disad-
vantageous to the Caribbean region, as the duty
charged for destinations in the United States,
like Hawaii, California and Florida all are calcu-
lated based on the distance between London and
Washington DC. As a result, tickets for destina-
tions like Hawaii, which are actually further from
London than the Caribbean, are charged less duty
than tickets for locations in the Caribbean.

Under the APD scheme (see Table 1 below), Car-
ibbean destinations fall into ‘Band C’ and there-
fore attract higher tariffs than their US counter-
parts which are covered by ‘Band B’. In practice
“this will mean that a tourist travelling in econ-
omy will pay twenty five percent more [USD 72]
from 1 November 2009 and 87 percent more from
1 November 2010.” 7 Tariffs are higher (some-
times even doubled) for travellers in premium
classes. This will, by extension, make a Carib-
bean vacation even more expensive for families
travelling from London, as a family of four will
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have to pay GBP 300 (USD 495), from November
2010, in APD alone, in addition to the price of
an economy ticket to cross the Atlantic. The APD
scheme not only makes travel to the Caribbean
somewhat prohibitively expensive but also places
the region at a significant competitive disadvan-
tage compared with other regions. The duty in
its current form can act as an incentive for Brit-
ish tourists to travel to less expensive destina-

Table 2. UK Air Passenger Duty 2009-2011
Air Passenger Duty from Nov. 2009 (in USD)

tions, including those within Europe (which falls
into ‘Band A’) or even those within the United
States (which falls into ‘Band B’). This measure
therefore, as postulated by Jessop, “is particu-
larly damaging to the region in economic terms
at a time of dramatically falling visitor arrivals as
a result of the global recession; especially as the
UK is the leading tourist market for many Carib-
bean nations.””

BAND (SHOWING IN THE LOWEST IN OTHER THAN THE LOWEST
APPROX. DISTANCE IN CLASS OF TRAVEL CLASS OF TRAVEL*
MILES FROM LONDON) (REDUCED RATE) (STANDARD RATE)

2009-10 2010-11 2009-10 2010-11
Band A (0-2000) $18 $19 $36 $39
Band B (2001-4000) $74 $99 $148 $198
Band C (4001-6000) $82 $124 $164 $247
Band D (over 6000) $91 $140 $181 $280

Source: Caribbean Tourism Organization’™

*(However if only one class of travel is available and that class provides for seating in excess of 40” the standard (rather than the reduced

rate of APD applies).

3.2 Strategic Response to Threat Posed by the APD

The response from the Caribbean to the proposed
APD has been diverse, as institutions and gov-
ernment representatives from the region have
been engaged in lobbying the UK government to
change the structure of the tax. In a statement
to members of the UK parliament, the CTO Sec-
retary General indicated that the APD “will erode
the competitiveness of the Caribbean”” due to
the fact that it is likely to have a negative effect
on the price of airline tickets to the region. The
CTO has gone even further, however, by issuing an
official call for members of the Caribbean diaspo-
ra in the UK to contact their local parliamentary
representatives and start petitions to protest the
tax. Governments from the Caribbean also took
action, as the Prime Ministers of Jamaica (along
with the Minister responsible for tourism) and
Barbados visited the United Kingdom to make di-
rect representation to British officials on the is-
sue. The overall campaign went beyond this how-
ever, and included

letters from Caribbean Heads of Govern-
ment...a high profile national media and
lobbying campaign led by the Caribbean
Tourism Organization with the support of
the Caribbean Hotel and Tourism Associa-

tion [along with] representations from all
of the Caribbean’s diplomatic representa-
tives [in Britain] including Cuba and the Do-
minican Republic.®

The focus of advocacy efforts thus far has been
on reform, rather than attempting to have the
APD repealed, as Caribbean leaders have called
for a greater degree of equity in terms of the
definition and application of the categorization
or ‘band’ system.® CTO representatives also met
with industry officials in the United Kingdom
to help garner support for their position and to
develop strategic alliances through which they
would be able to lobby for reform of the tax.

In addition, it is equally imperative to acknowl-
edge that the approach adopted and linkages
formed through lobbying activities did help to
internationalize calls for reform of the APD as a
mitigation policy. The head of the WTTC, Jean-
Claude Baumgarten lamented that the UK “gov-
ernment’s decision to increase the Air Passenger
Duty (APD) for departures from UK airports...
shows that it continues to underestimate the eco-
nomic importance of travel and tourism.”# It has
been made clear that the WTTC is of the view
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that the tax, in its entirety, is likely to stifle de-
mand for international travel and should as such
be abolished. However, Baumgarten has stated
publicly that his organization does support “the
[UK] government’s decision to review the level of
duty proposed for air travel to the Caribbean...
since this is particularly unfair.”®

Even further, the WTTC has indicated that the
tax is likely be ineffective as an environmental
initiative to decrease emissions from aircraft,
since travellers may choose to fly from London
via another European nation (such as Belgium or
the Netherlands ) where such levies do not ex-
ist, in order to make long-haul journeys across
the Atlantic or Pacific oceans. In such cases, the
APD would have the reverse effect of increasing
emissions, since persons would in fact be trav-
elling longer distances in total to avoid the ex-
tra charges to their airfare. Additional advocacy
against the increase of the APD has come from
industry representatives and civil society organi-
zations as well as members of the private sector
who are concerned about the potential impacts
of the policy and who question the efficacy of and
need for the increased tax.

Nevertheless, the mobilization and partnership of
the public and private sector to respond to the
APD is an example of the practical steps taken
to negotiate and engage other governments at
the international level when proposed mitigation
policies can have adverse trade effects. The ap-
proach adopted by the CTO and Caribbean gov-
ernment officials was far-reaching and included
direct diplomatic visits, petitions from Caribbean
diaspora as well as a sustained media campaign

in the United Kingdom. As asserted by Jessop,
“the Caribbean dominated parts of the APD de-
bate and was able to force its issue to be rec-
ognized, indicating that the Caribbean can cause
its specific concerns to be taken notice of in a
distinct way.®” It is this unified resilience that
can be transferred to other international trade or
climate change fora should proposed mitigation
policies threaten the viability or competitive-
ness of Caribbean tourism. The region’s efforts
were not entirely futile, as the UK government
did agree to review the APD, and pay specific at-
tention to the issues raised by Caribbean leaders
and representatives. However, on 1 November
2009, the APD was implemented without any of
the significant modifications requested by the Ca-
ribbean Community.

That said, in assessing the region’s response to
the APD, it would be remiss to ignore the absence
of a more technical response to the UK scheme.
One could argue that a certain degree of tech-
nical cooperation was lacking in the develop-
ment and promotion of a Caribbean alternative
to the UK APD, one that afforded the UK govern-
ment the ability to accrue revenue (that could
then possibly be used to support mitigation and
adaptation efforts) without adversely affecting
demand for Caribbean vacations. As a result, too
great a proportion of the region’s response may
have been based on a political and diplomatic
process aimed at having the scheme reformed or
repealed. Should a similar scenario emerge in the
future, more resources should perhaps be direct-
ed toward developing and promoting an alterna-
tive that is beneficial both to the environment
and to the Caribbean tourism sector.



ICTSD Programme on Competitiveness and Sustainable Development

4. TRADE POLICY AND TOURISM

4.1 The Role of Trade-related Measures in Promoting Adaptation to Climate Change in the

Tourism Sector in the Caribbean

Contextualizing trade in environmentally-friendly goods

It is essential to have a clear understanding of
the role of trade policy in building a resilient and
more competitive tourism sector in the Caribbe-
an. Increased energy efficiency can reduce costs
and help to make the sector more attractive to
environmentally-conscious travellers. In addition,
augmented usage of energy-conserving technolo-
gies not only strengthens efforts to promote the
region as a carbon neutral zone, it also helps to
develop the enabling environment necessary to
boost adaptation to climate change. Reduced or
eliminated-tariffs can help to reduce the cost of
environmentally-friendly goods and improve ac-
cess to mitigation and adaptation technologies.

Therefore, paragraph 31 (iii) of the WTO Doha
Ministerial Declaration makes a specific call for
negotiations on “the reduction or, as appropri-
ate, elimination of tariff and non-tariff barriers
to environmental goods and services.” 8 There is,
however, no internationally accepted definition
for the term ‘environmental goods’ (EGs) and one
is not included in the above-mentioned declara-
tion. Hence, whichever items nations choose to
be covered by this term is left to the discretion
of individual governments. There have nonethe-
less been several attempts to define, or at the
very least categorize, the nature of such goods.
The greatest problem in arriving at agreed defini-
tions lies in the fact that many products can be
used for more than one purpose.®” Thus, while a
glass mirror may be used to generate solar energy
(as part of a solar concentration system —which is
preferable to other forms of energy generation,
because it does not produce harmful emissions)
it can also be used for cosmetic and other non-
environmental purposes.

In addition, the overall benefit of a product to the
environment is relative when compared with sim-
ilar goods.® In explaining this dynamic, M. Suga-
than outlined the importance of these issues and
how they have weighed heavily on international
trade negotiations at the WTO geared toward re-
ducing tariffs on EGs internationally in an accel-
erated manner. There have been proposals that
goods should be liberalized based on their end
use in specific environmental projects (a project
approach) or based on requests made by other
nations for the liberalization of specific products

of interest to them (referred as the request offer
approach).® A number of chiefly OECD nations,
however, are in support of using a list-approach.
This essentially allows a country, or a group of
countries (as is in this case) to identify and sub-
mit lists to the WTO of what they “regard as envi-
ronmental goods of interest for accelerated and
permanent liberalization by reducing or elimi-
nating bound tariffs.”®® The grouping known as
‘Friends of Environmental Goods,’ has advanced
a list of goods that it proposes should be consid-
ered as EGs and considered for accelerated and
permanent liberalization.

Even before the Doha Round of negotiations, the
Asia-Pacific Economic Cooperation (APEC) had
produced a list of its own, as part of its ‘Early
Voluntary Sector Liberalization’ (EVSL) initiative
on environmental goods. The OECD also came up
with an illustrative list, developed for research
and analysis rather than for negotiating purposes.
Altogether, the two lists have “233 entries identi-
fied with an HS code, covering 198 goods,”*! but
when combined, less than thirty percent of the
proposed environmental goods are common to
both lists.?? This is illustrative of how different
perceptions may be constructed concerning what
constitutes an environmental good. It also shows
why reaching agreement in international trade ne-
gotiations on how and which goods to liberalize is
indeed a difficult task. Regional Trade Agreements
(RTAs) do present one avenue through which such
hurdles can be circumvented mainly because the
ambition for RTAs is to liberalize trade in ‘substan-
tially all’*® goods irrespective of their end uses.

In this regard, the Economic Partnership Agree-
ment (EPA) between the Caribbean Forum of Af-
rican, Caribbean and Pacific States (CARIFORUM?*#)
and the European Union (EU), rather than inter-
national negotiations, may have been the most
prudent and convenient path to the liberalization
of EGs for the Caribbean to have taken. In seeking
to increase access to goods and services that can
help the tourism sector decrease its emissions and
prepare for climate change impacts, RTAs provide
an opportunity to tailor one’s trade regime to suit
the needs of local industries. One example of how
this was attempted via the CARIFORUM-EU EPA
will be showcased later in this paper.
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Using trade policies to increase access to climate-friendly goods and services

Essentially, removing or reducing tariffs and oth-
er barriers on EGS can help to foster the growth
of locally produced of climate-friendly technolo-
gies (as inputs necessary for manufacturing may
become more accessible and affordable). On the
other hand, it should be noted that lowering im-
port duties can serve to attract a level of exter-
nal competition that may harm local production.
It may, therefore, be appropriate to exclude cer-
tain items from liberalization or to gradually low-
er tariffs on specific products so that local manu-
facturers have a greater length of time to grow
and become competitive. Conversely, particular-
ly long exclusion or protection (via high tariffs
for example) can also be harmful to the region’s
economies as this may promote the existence
of local monopolies and may remove the incen-
tive for local manufacturers to become globally
competitive. In addition, protectionist policies
can incubate poor-quality technologies or prod-
ucts for an extended period (until competitors
are afforded the opportunity to supply superior
alternatives). That said, it should be noted that
trade policy should also be complemented by
policies aimed at building the capacity of local
producers. This includes human resource devel-
opment initiatives such as training programmes
and scholarships in order to boost the acquisition
of skills and expertise in applying and maintaining
energy-conserving and adaptation technologies.
Financial injections through industrial develop-
ment corporations may also be necessary along
with efforts to facilitate technology transfers
from developed nations.

Partnerships between local manufacturers of
energy-conserving technologies, the tourism sec-
tor and state agencies are critical, as they can
help to craft a liberalization regime that facili-
tates easier importation of inputs necessary to
manufacture climate-friendly technologies (such
as SWH—in the case of Barbados) domestically. A
trade regime that promotes local production of
such technologies not only helps to support ac-
tivities like CHENACT (where the tourism sector
actively seeks to enhance the usage of environ-
mentally-friendly goods within the sector), it also
increases the accessibility of EGS to other sec-
tors in the economy. It can also act as a platform
for the development, growth and integration of
SMEs engaged in the diffusion of appliances of
this nature. In this regard, boosting local produc-
tion may create new avenues for employment
and enhance the export potential of such goods
and services. This is of particular economic inter-
est, as niche market opportunities may indeed be

available internationally. According to a recent
study conducted by the World Trade Organization
(WTO) and the United Nations Environment Pro-
gramme (UNEP):

the trade of climate-friendly goods has
seen a considerable increase in the past few
years. .. .between 1997 and 2007 exports of
goods contained in the product lines listed
in the renewable energy category grew by
598 percent in developing countries and by
179 percent in developed countries, repre-
senting 62 percent and 29 percent of annual
average growth respectively. %

Notwithstanding this, the acquisition and diffu-
sion of EGS is influenced by factors other than
border tariffs, including the political will to pro-
mote energy conservation, the existing regula-
tory framework (for such products) as well as fis-
cal and other incentives available to households
and companies that desire to utilize adaptation
technologies. As mentioned earlier, in the case of
Barbados, fiscal incentives were made available
to households and members of the private sector
that wanted to acquire SWHs. Similarly, in order
to enhance the use of climate-friendly technolo-
gies across the Caribbean (and particularly in the
tourism sector), policy instruments must go be-
yond trade regulations. It is crucial that a stra-
tegic industrial policy that addresses investment,
innovation and intellectual property be deployed
to boost local capacity to acquire EGS and to sup-
port production where possible. This may be ac-
complished by, inter alia, making venture capi-
tal available to support the growth of SMEs, the
development of innovation grants and perhaps
even through offering tax holidays and rebates
for firms that integrate mitigation and adaptation
technologies into their existing infrastructure and
plans for operational expansion.

It is also important to highlight that the oppor-
tunities trade policy can create for technology
transfer are critical to improving access for devel-
oping countries that may not possess the purchas-
ing power to acquire energy conserving technolo-
gies. This is particularly the case for Haiti, (and
perhaps for other LDCs within CARICOM, although
to a lesser extent) the only member of CARICOM
recognised as a least developed country by the
World Bank. Poverty is widespread, and with a
gross national income (GNI) per capita of USD
560, living standards are quite low. In this regard,
approximately 54 percent of Haitians live on less
than USD 1 a day and 78 percent on less than
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USD 2 a day.” As indicated by the World Bank,
“Haiti requires strong support from its interna-
tional partners for relief, recovery, and rebuild-
ing—and to safeguard the considerable progress
made since 2004, when the country was swept by
a wave of political conflict.””” Technology trans-
fers, an attractive foreign direct investment (FDI)
regime, fiscal and other incentives along with

other forms international development coopera-
tion may truly aid efforts to enhance purchasing
power, stimulate economic activity, and help to
inject financial investment into Haiti’s fledging
tourism sector. Such an approach may also be the
one of the few viable means of improving the dif-
fusion of environmentally friendly technologies
into Haiti.

4.2 Use of Regional Trade Agreements (RTAs) to Increase Trade in EGS

RTAs can be used to craft or design a unique trad-
ing environment to support or enhance the ex-
change or transfer of energy-conserving goods or
services. It is through such arrangements that se-
lected trading partners can create a legally bind-
ing framework and can mould specific criteria to
boost trade in EGS. Trade agreements also serve
to facilitate negotiations on standards, non-tariff
barriers, intellectual property rights, technology
transfers and dispute settlement procedures. The
provisions of the General Agreement on Tariffs and
Trade (GATT) facilitate the formation of RTAs in
order to foster the proliferation of trade between
the parties of such an agreement. In this regard,
Article XXIV of the GATT caters to the formation
of trade agreements provided that ‘substantially
all’ duties and other restrictive regulations of
commerce are eliminated.® In addition, all duties
and other regulations of commerce implemented
via the formation of an RTA must not be higher or

more restrictive than they were prior to the insti-
tution of the agreement.” Simply put, RTAs should
strive to remove all internal barriers to trade and
should not make trade more difficult for countries
that are not parties to the agreement. Therefore,
in seeking to boost trade in EGS, RTAs can serve to
remove internal barriers to trade that may have
existed prior to the agreement. In addition, a
regional approach to trade negotiations may be
more conducive to discussing specific subjects like
the environment. In sum, regional negotiations,
between parties to a trade agreement may be a
preferred, since RTAs are meant to liberalize all
or most goods (regardless of their end-use). Fur-
thermore, fora of this nature tend to be substan-
tially smaller than international trade negotia-
tions, making it easier to arrive at a consensus on
the pace of liberalization (accelerated or gradual)
for specific types of goods (such as environmental
goods, for example).

4.2.1  Acloser look at the CARIFORUM-EU Economic Partnership Agreement (EPA)

It is perhaps for this reason that parties to the re-
cently signed CARIFORUM-EU EPA chose to tackle
the issue of the environment within this forum.
Via the EPA, all CARIFORUM goods which meet the
Rules of Origin criteria, (with the exception of
arms and ammunition, sugar and rice) will have
duty free quota free (DFQF) access to the Europe-
an market. As it pertains to trade in services, the
EU has committed to “liberalize approximately
90 [percent] of their services sector. The More
Developed Countries (MDCs) within CARICOM and
the Dominican Republic have promised to liber-
alize at least 75 percent of their services sec-
tor while the Lesser Developed Countries (LDCs)
within CARICOM have vowed to liberalize at least
65 [percent] of their services sector”'®, As a
comprehensive liberalization regime, the EPA
therefore provides an avenue to increase trade in
EGS. In this regard, Article 183 of the EPA affirms:

“The Parties and the Signatory CARIFORUM States
are resolved to make efforts to facilitate trade in
goods and services which the Parties consider to

be beneficial to the environment. Such products
may include environmental technologies, renew-
able and energy-efficient products and services
and eco-labelled goods.” 1"

The agreement goes further, adding that parties
will aim to create an enabling environment for
the transfer of technology, particularly through
the use of incentives to afford CARIFORUM states
the opportunity to establish a viable technologi-
cal base.'® The EPA also obliges parties to take
measures to ensure that attempts are not made
to attract international investment by lower-
ing environmental (or labour) standards.'® More
specifically, as it relates to the tourism sector,
Article 116 encourages compliance with environ-
mental and quality standards applicable to tour-
ism services without creating barriers to trade.
Furthermore, in tandem with its provisions on de-
velopment cooperation, the EPA also endeavours
to support “capacity building for environmental
management in tourism areas at the regional
and local level”."™ Under the agreement, parties
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also committed to support the “promotion and
facilitation of public awareness and education
programmes in respect of environmental goods
and services in order to foster trade in such prod-
ucts between the Parties.”'® Thus, the afore-

mentioned provisions within the EPA along with
the actual schedules for liberalization contained
within the agreement can help to boost trade in
and local production of mitigation and adaptation
technologies within the Caribbean.

Trade in environmental goods: The case of Solar Water Heaters

Akin to negotiations at the level of the WTO, the
EPA contains no definition of the term ‘environ-
mental goods’. However, using the harmonised
liberalization schedule of the agreement, it is
possible to demonstrate how trade measures can
be used to support the local production of ener-
gy-conserving technologies. Toward that end, this
paper will look briefly at the treatment of Solar
Water Heaters (SWHs) and related inputs under
the CARIFORUM-EU EPA.

Barbados is home to a relatively small but ma-
ture SWH industry and is the largest exporter of
SWH units within CARICOM."® In congruence with
the preferential import regime offered by gov-
ernment to local SWH manufacturers, an over-
whelming majority of the inputs necessary for
production were scheduled for duty-free access
into Barbados under the EPA, even in cases where
CARIFORUM as a group had chosen to reduce their
harmonized tariff rates gradually. For example,
via the agreement, glass mirrors (which are listed
under HS Code 900290) have been scheduled by
CARIFORUM to be liberalized gradually, only to be

Trade in environmental services

As it pertains to the provisions on trade in services,
the EPA also contains commitments that deal exclu-
sively with trade in environmental services. Within
the schedules of the agreement, commitments
have been made to liberalize trade in sewage ser-
vices, refuse disposal services (including hazardous
waste collection, treatment and disposal services)
and a category referred to as ‘other environmental
services,” which ranges from cleaning of exhaust
gases to recycling services (see Figure 6).

As mentioned previously, RTAs like the CARIFO-
RUM-EU EPA afford parties to such agreements
the opportunity to craft a trading regime tailored
to their specific national and regional objectives.
In this regard, the EPA is no different. Parties to
the agreement have been able to base their com-
mitments on local development needs and as such
have been able to set conditions for entry into
their respective markets that can help to build
local capacity. For example, a European investor
wishing to establish commercial presence in the

imported duty-free from January 2013. However,
as this product is used for solar concentration
systems, Barbados has scheduled an exception
to the harmonized tariff by allowing immediate
duty-free access into its market. Trade measures
such as these can help boost local manufacture
of climate-friendly technologies, like solar water
heaters. Conversely, it is worthwhile to note that
the product code covering the SWHs (listed under
HS Code 841919) have been altogether excluded
from liberalization throughout CARIFORUM (save
the Dominican Republic and Haiti) and are there-
by shielded from external competition. Thus, one
could assert that the EPA seeks to support domes-
tic production (by making inputs duty-free) while
safeguarding the regional market for SWHs from
larger producers in the European market. One
criticism of this approach, however, (as alluded
to earlier in this paper), is that complete exclu-
sion of SWHs from liberalization for an indefinite
period could reduce or remove the incentive for
current manufacturers to invest in research and
development in to order eventually become glo-
bally competitive.

Caribbean to supply hazardous waste treatment
services via the EPA would face different con-
ditionalities in different territories. The inves-
tor would be required to commit to technology
transfer in Belize and Suriname and to operate as
a joint venture with a local company in Trinidad
and Tobago.'” Requirements of this nature are
often inserted as a practical means to facilitate
the transfer of knowledge, technology and skills
in order to develop local capacity to supply such
services at an international standard.

In this regard it may be useful to highlight that
some of the scheduled services (seen above in
Figure 6) may be particularly useful in adapting
to climate change. For example, remediation
and clean-up of soil and waters may be increas-
ingly necessary should natural disasters become
more severe, especially as such events may lead
to flash flooding and mass movement of soil (in-
cluding landslides). In addition, services that
protect biodiversity and the landscape are like-
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Figure 10. Liberalized Environmental Services under the CARIFORUM-EU EPA
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ly to become increasingly necessary as climate
change impacts become more intense. Loss of
biodiversity can have not only adverse conse-
quences for the natural environment, but also
negative repercussions on tourism in the region.
For example, sea-level rise along with beach and
coastal erosion can result in the loss of sea turtle
habitats, which constitute an essential tourist

attraction in some Caribbean destinations (like
Trinidad and Tobago). Liberalizing environmental
services (inclusive of necessary conditionalities
that can help to build local capacity) can there-
fore enhance efforts to preserve biodiversity in
the long-term, and may help to strengthen the
tourism sector’s resilience in the face of climate
change impacts.

4.3 Multilateral Environmental Agreements: The Prescribed Alternative

While RTAs may be a useful platform to promote
the utilization of EGS, efforts in the Caribbean
to adapt and respond to the threat of climate
change can also be aided through the negotia-
tion and institution of multilateral environmen-
tal agreements (MEAs). Such agreements help to
build international consensus and can decrease
the likelihood of nations taking unilateral meas-
ures to combat climate change, which can have
adverse external effects on other countries.
Thus, in lieu of adopting strong trade measures

4.3.1 The UNFCCC: The climate change MEA

As it pertains to the threat that increasing CO,
emissions pose to the global environment, the
UNFCCC aims to stabilize “greenhouse gas con-
centrations in the atmosphere at a level that
would prevent dangerous anthropogenic interfer-
ence with the climate system.”'® |n so doing, the
convention lays the basic foundation not for the
reversal, but for the stabilisation of GHGs over a
prolonged period and in this case, a number of
decades. The treaty aims to do this through the
commitment of each signatory to “adopt national

such as import restrictions to halt the inflow of
environmentally-harmful goods into a particu-
lar country, policy makers can seek to establish
widespread consensus on phasing-out harmful
products and technologies (as was done in the
case of the Montreal Protocol to the Vienna Con-
vention for the Protection of the Ozone Layer).
International agreements can also serve (and are
often used) to safeguard the interests of specific
elements of the natural environment or sectors
of the economy.

policies and take corresponding measures on the
mitigation of climate change, by limiting its an-
thropogenic emissions of greenhouse gases and
protecting and enhancing its greenhouse gas sinks
and reservoirs.”'® The convention also creates
a reporting mechanism, under which parties to
the treaty, developed and developing, communi-
cate measures they have adopted to reduce GHG
emissions from within their borders. In addition,
the UNFCCC requires signatory states, inter alia;
to maintain inventories of anthropogenic emis-
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sions and to “formulate, implement, publish and
regularly update national and where appropri-
ate, regional programmes containing measures to
mitigate climate change.”'" Article 4 (1), para-
graph (c) seeks to promote the “development,
application and diffusion, including transfer, of
technologies, practices and processes that con-
trol, reduce or prevent anthropogenic emissions
of greenhouse gases.” "

In seeking to achieve these objectives, the treaty
asserts that nations have a common but differ-
entiated responsibility (based on different levels
of development) to abate the effects of climate
change. More specifically, Article 4(2) paragraph
(a) of the UNFCCC makes it clear that developed
nations should take the lead in mitigating climate
change impacts by reducing their emissions. Even
further, the treaty explicitly indicates that “the
extent to which developing country Parties will
effectively implement their commitments un-
der the Convention will depend on the effective
implementation by developed country Parties
of their commitments under the Convention.”"2
Thus, while the legal framework does aim to fa-
cilitate global action to mitigate climate change
(including the mobilization of resources neces-
sary to so do), it is clear that developed nations
are meant to lead such efforts.

The treaty is particularly useful in building a
common understanding of what is meant by the
term ‘climate change’. For the purposes of the
Convention it is defined as “a change of climate
which is attributed directly or indirectly to hu-
man activity that alters the composition of the
global atmosphere and which is in addition to

natural climate variability observed over compa-
rable time periods.”"'3 Consensus on the nature
of a problem is often invaluable in international
negotiations when seeking to find mutually ben-
eficial solutions.

The Kyoto Protocol to the UNFCCC is an optional
Protocol to the treaty that affords its signatories
the opportunity to make specific commitments
to reduce their emissions of GHGs by a specific
time. The Protocol broke new ground in interna-
tional climate policy by establishing quantitative
emission restrictions for industrial countries (list-
ed in Annex B of the Protocol). This is attempted
primarily through Article 3 (1) which seeks to en-
sure that emissions of greenhouse gases (listed in
Annex A of the Protocol) from industrial countries
are reduced to at least five percent below 1990
levels between 2008 and 2012. Once again, in
congruence with the principle of common but dif-
ferentiated responsibilities, developed countries
are meant to take the lead in mitigating climate
change and as such, the Kyoto Protocol does not
require developing countries to make any binding
commitments to reduce harmful emissions.

In sum, the UNFCCC, along with the Kyoto Pro-
tocol helps to build solidarity and consensus as
it pertains to the nature of the threat of climate
change. The treaty does provide a general frame-
work within which international efforts to miti-
gate and abate the effects of climate change can
take place. More importantly, the agreements,
(the Kyoto Protocol in particular in this regard)
represent a crucial step toward international,
concerted action to stabilize emissions of GHGs
in order to slow or halt global climate change.

4.3.2 Limitations and shortcomings of the UNFCCC (including the Kyoto Protocol)

While consensus-building may be one of the
greatest assets of utilizing MEAs to address envi-
ronmental problems like climate change, it may
also be one of the most notable weaknesses of
such an approach. In order to gain widespread
support for the provisions contained therein,
multilateral agreements (environmental or other-
wise) are often marked by a lack of strong, legal-
ly binding obligations due to divergent domestic
interests or concerns and polarized perspectives
on the nature of the problem faced as well as
the solutions needed to address it. The UNFCCC
is no different. Birnie, Boyle and Redgwell, refer-
ring to the UNFCCC state that the agreement was
“negotiated by consensus and intended to attract
universal participation, [and that] the Climate
Change Convention reflects deep differences of
opinion among the participating states as to the

measures needed and the allocation of responsi-
bility for addressing the problem.”'* Thus, while
the UNFCCC goes some way toward establishing
that climate change is a global problem worthy
of an international response, it is less clear on its
prescription of exactly how the problem should
be solved.

Even though the treaty does establish the prin-
ciple of ‘common but differentiated responsibili-
ties,’ it stops short of assigning specific and sole
responsibility to any country or group of countries
for decreasing global GHG emissions. As men-
tioned earlier, the UNFCCC and the Kyoto proto-
col articulate this principle by underlining that
industrial nations should lead in reducing harmful
emissions. Nevertheless, the Kyoto protocol con-
tains no stipulations for developing countries to
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make any commitments to reduce their emissions.
When applied, therefore, rather than ‘leading the
way’ for developing nations to reduce their emis-
sions, due to the nature of the legal framework,
industrial countries may indeed find themselves
‘alone in the race’ to lower emissions. That said,
while seeking to safeguard economic growth in
burgeoning economies (by not requiring develop-
ing countries to commit to emission reductions)
may be a noble objective, the complete exclu-
sion of developing country commitments is one of
the greatest shortcomings of the climate change
regime in its current incarnation.

In practice, the absence of developing coun-
try obligations allows firms based in developed
countries to outsource industrial processes and
production to countries not subject to binding
Kyoto emission reduction targets.'> This has the
overall effect of shifting the source of emissions,
instead of decreasing them (an occurrence often
referred to as carbon leakage)."'® As propounded
by Catton, “the successful avoidance of binding
commitments by the developing countries has
virtually guaranteed carbon leakage, with larger
than [business-as-usual] emissions in unregulat-
ed economies.”'” The result of this is that the
environmental effectiveness of the UNFCCC and
the Kyoto Protocol is greatly weakened. Without
binding commitments on the part of developing
countries to prevent carbon leakage, global emis-
sions are likely to continue to increase. Even if
the Kyoto protocol were to be fully implemented
(with developed countries leading the way and
decreasing their emissions) den Elzen and Hoh-
ne note that “the approximate stabilisation of
emissions by Annex 1 countries will be more than
counterbalanced by an ongoing and strong rise in
emissions in non-Annex 1 countries.”'"® Reducing
GHG emissions from emerging economies should
therefore be viewed as a priority in negotiating a
new climate change agreement.

With regard to small island developing states
(many of which are dependent on tourism earn-
ings), the UNFCCC recognizes that small island
countries and countries with low-lying coastal ar-
eas, among others,"? are particularly vulnerable
to the adverse effects of climate change, but
falls short of establishing any mechanisms specifi-
cally geared toward such countries. In fact, the
Clean Development Mechanism (CDM) is the only
apparatus created by the Kyoto Protocol that is
geared primarily toward mitigation in develop-
ing countries. Unfortunately, however, the CDM
does not focus on adaptation to climate change
impacts (a major concern to small island states).
In addition, its very nature favours larger devel-

oping countries. The disadvantageous nature of
the structure of the CDM towards small island de-
veloping states (SIDS) is the focus of the section
that follows.

It is perhaps due to the absence of specific instru-
ments, in either the UNFCCC or the Kyoto Protocol
(financial or otherwise) to protect SIDS that the
Alliance of Small Island States (AOSIS) has stated
that it is “profoundly disappointed by the lack
of apparent ambition within the international
climate change negotiations to protect SIDS and
other particularly vulnerable countries.”'? The
AOSIS Declaration on Climate Change, released in
September 2009, expresses concern that global
emissions continue to increase, in spite of miti-
gation commitments (especially those of the de-
veloped countries) under the UNFCCC and more
specifically, the Kyoto Protocol. Among other
things, the declaration calls for adaptation to be
afforded a much greater degree of priority and,
for increased financial support. It also makes spe-
cific calls for UNFCCC negotiations (in Copenha-
gen in 2009) to result in ‘a package of mitigation
activities’ that provide for:

long-term stabilization of atmospheric green-
house gas concentrations at well below 350
ppm CO,-equivalent levels. .. [for] global av-
erage surface temperature increases to be
limited to well below 1.5°C above pre-in-
dustrial levels. .. [for] global greenhouse gas
emissions to peak by 2015 and decline there-
after. .. [for] reductions in global greenhouse
gas emissions by more than 85 percent below
1990 levels by 2050. . . [and for] Annex | parties
to the UNFCCC to reduce their collective GHG
emissions by more than 45 percent below 1990
levels by 2020, and more than 95 percent be-
low 1990 levels by 2050, given their historical
responsibility.'?'

These prescriptions build on virtually identical
recommendations made by CARICOM, through the
Liliendaal Declaration on Climate Change and De-
velopment, which was signed in July 2009.'% The
Port of Spain Climate Change Consensus, released
by the Commonwealth Heads of Government in
November 2009 also calls for average global tem-
perature to be reduced to below one and a half
or no more than two degrees Celsius above pre-
industrial levels.'? Interestingly, while all of the
above-mentioned declarations call for a greater
sense of international urgency and action in miti-
gating climate change, they are far less specific
in their demands of non-Annex 1 parties to the
UNFCCC to reduce emissions. None of the afore-
mentioned declarations suggest any targets for
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developing nations, but instead simply note that
such countries should make a substantial or signif-
icant deviation from ‘business as usual’ emissions
through “measurable, reportable and verifiable
nationally appropriate mitigation actions.”*

Yet, as shown earlier, the absence of binding
obligations (or at the very least targets) for de-
veloping countries does detract from the overall
effectiveness of the UNFCCC and its associated
instruments. This ‘state-of-affairs’ is exacerbat-
ed when one accounts for the withdrawal of the
United States from the Kyoto Protocol. Without
a doubt, as a major emitter of GHGs, the United
States’s participation in making binding commit-
ments to lower carbon output is critical to global
efforts to mitigate climate change. Den Elzen
and de Moor conclude that the withdrawal of the
United States “has had by far the greatest impact
in reducing the environmental effectiveness of
the [Kyoto Protocol].”'? As the United States ac-
counted for “roughly half of total Annex 1 reduc-
tion commitments, ”'? its withdrawal significantly
reduced the scope of global emissions covered by
the Protocol. The absence of participation by the
United States has also decreased the (potential
and actual) usage of the mechanisms created by
the Kyoto Protocol, namely Joint Implementation
(of mitigation projects by Annex 1 parties), inter-
national emissions trading and the CDM. This ef-
fectively translates into less mitigation activities
worldwide, which according to den Elzen and de
Moor has resulted in “total abatement [via the
mechanisms of the Protocol being] reduced sub-
stantially to a level of only five percent below
[business as usual] emissions, instead of seven-
teen percent with US participation.”'?

Nonetheless, in spite of the unwillingness of de-
veloping countries to make binding commitments
to reduce emissions, the absence of mechanisms
geared toward small and vulnerable economies
(such as SIDS) along with the withdrawal of the
United States from the Kyoto Protocol, the im-
perative for urgent action to mitigate climate
change is growing. Regardless of existing di-
vergent perspectives on the issue, “the reality
is that science is telling us that we are running
out of time to save the planet from irreversible
harm.”'2 At present, “the UNFCCC is neither a
comprehensive ‘law of the atmosphere’ nor a ful-
ly formed and detailed regulatory regime, but a
framework convention establishing a process for
reaching further agreement on policies and spe-

cific measures to deal with climate change.”'?®
The present pace of mitigation and adaption ac-
tivities via the UNFCCC and the Kyoto Protocol
does not reflect the urgent need for global ac-
tion. Therefore, adopting the view that the cur-
rent climate regime is a building block toward a
more robust, legally-binding framework may be
an appropriate and fair assessment of the UN-
FCCC at present.

While negotiations at Copenhagen in December
2009 may have yielded some progress toward new
mechanisms along with a new agreement, much
work remains to be done. The Copenhagen Ac-
cord preserves the legal status of the Kyoto Pro-
tocol and supports “the scientific view that the
increase in global temperature should be [kept]
below two degrees Celsius.”'*? It also stresses
the need for “a comprehensive adaptation pro-
gramme, """ inclusive of international support. In
addition, it promises “scaled up, new and addi-
tional, predictable and adequate funding”'32 for
developing countries. In so doing the Accord es-
tablishes a Copenhagen Green Climate Fund and
prioritises financial support for climate change
adaptation activities in vulnerable developing
countries (including SIDS and those in Africa).
Quite notably, the Copenhagen Accord also un-
derlines the decision to establish a “Technology
Mechanism to accelerate technology develop-
ment and transfer.”'33

That said, the Copenhagen Accord is not legal-
ly-binding. To add to this, even though greater
financial support has been promised, the source
of these funds, up to the time of writing, had
not yet been identified. Moreover, it sets no spe-
cific time for the peaking of global emissions and
does not contain emission reduction commit-
ments by developing countries. Instead, it only
creates a facility for developing countries to list
the actions taken to reduce CO, output. Yet, as
mentioned earlier, legally-binding commitments
to lower GHG emissions from developed and de-
veloping is an essential component of any future
climate change regime, if it is to be effective.
Thus, while the Copenhagen Accord represents
yet another building block in the progression to-
ward a more robust legal framework to address
the threat of climate change, there is a need for
a greater sense of urgency to advance to an inter-
national agreement with binding commitments
from developed and developing nations to reduce
their emissions.
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4.3.3 The Kyoto Clean Development Mechanism

The Clean Development Mechanism (CDM) is an
initiative of the Kyoto Protocol that was engi-
neered to reduce emissions, specifically in de-
veloping countries. The CDM, as mentioned ear-
lier, affords industrial nations the opportunity to
honour their commitments (to lower their emis-
sions of GHGs) under the Protocol by supporting
or investing in projects that reduce emissions
in developing countries (as an alternative to
more expensive emission reductions in their own
countries). The mechanism is meant to serve as
a win-win system, where industrial nations en-
joy savings from investing in cheaper projects in
developing economies, which benefit from be-
ing able to attract investors to environmentally-
friendly projects.

In order to qualify as a CDM project activity
however, initiatives detailed in a Project Design
Document (PDD) must meet requirements estab-
lished by the Treaty and administered by the CDM
Executive Board. Projects must therefore fulfil,
inter alia, the ‘additionality’ and ‘sustainable
development’ requirements. The additionality
provision stipulates that

A CDM project must lead to real and meas-
ureable reductions in the host country’s to-
tal greenhouse gas emissions, which can be
achieved either by real emissions reductions
at the source, or through absorption—or
sequestration— of greenhouse gases.'*

Thus, as indicated within the Kyoto Protocol,
CDM project activities must result in ‘Certified
Emission Reductions’ (CERs). Moreover, initiatives
should be approved on the basis of “reductions in
emissions that are additional to any that would
occur in the absence of the certified project
activity.”"3

The sustainable development provision obliges
stakeholders to minimize or eliminate negative
social, economic or environmental externalities
that may be brought about by project activities.
This principle, therefore, requires all parties

to the CDM to initiate and engage in consulta-
tion with those that are likely to be affected by
project activities. In this regard, CDM project ac-
tivities should aim to improve the quality of life
experienced by persons in the host country. To
add to this, however, parties to the Kyoto Pro-
tocol (especially developing nations) have also
noted that project activities should lead to the
transfer of environmentally-safe technologies,
that projects be distributed equitably at regional
and sub-regional levels throughout the developing
world and that funding received for CDM project
activities not be used to justify or lead to the di-
version of official development assistance. 3¢

The process by which a CDM project activity is
converted from an initial idea or proposal to
CERs is rather long and onerous (see Figure 11);
although it should be added that a simplified
process is available for small-scale projects.'?”
However, as of 29 October 2009, 1,872 CDM
projects were registered.'® Interestingly, 73.77
percent of these project activities are regis-
tered to Asia and the Pacific and 1.92 percent
are registered to Africa, while Latin America
and the Caribbean accounts for 23.72 percent
of CDM project activities.’® The worldwide
distribution of CDM projects is noteworthy, as
the development of projects aimed at enhanc-
ing energy efficiency within the tourism sector
(like CHENACT, as discussed earlier) can serve
to boost the short-and long-term viability of
the sector. Increased use of energy-conserving
technologies can result in direct energy savings
and can help to move the Caribbean region fur-
ther toward carbon-neutral status. To this end,
the prospect of technology transfers and the
injection of financial resources through CDM
project activities can not only facilitate the
direct acquisition of climate-friendly technolo-
gies, but also create opportunities for knowl-
edge, skills and technologies to be transferred.
Increasing the Caribbean share of global CDM
project activities, for example, can by exten-
sion, add to the competitiveness of the tourism
sector in the region.
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Figure 11. Simplified Illustration ofCDM Project Cycle'?
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4.3.4. Limitations and shortcomings of the CDM

In spite of the great potential of the CDM to con-
tribute to global mitigation efforts, it is impor-
tant to note that the very nature of the mech-
anism is discriminatory to small and vulnerable
economies (like SIDS). To begin with, the CDM is
primarily focused on emissions reduction and, as
such, was not created to focus on long-term ad-
aptation to climate change impacts. This is par-
ticularly useful to note as the Caribbean region
(an archipelago of SIDS) contributes less than one
percent to global emissions (as mentioned ear-
lier), despite its widespread fossil fuel use. As a

result however, the volume of CERs to be gained
from CDM project activities in Caribbean islands
will be relatively small and because of the sub-
stantial transaction costs invoked by the long bu-
reaucratic process involved, the region’s ability
to attract funding via the mechanism is curtailed.
According to Lloyd and Subbarao,

There are several arguments indicating
that the high transaction costs involved are
making [the] CDM market increasingly fa-
vour large, high CER volume projects. Small
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community-based projects, on the other
hand are often not economically viable un-
der the CDM, due to high transaction costs
and complex bureaucratic procedures.”'*

This perspective is supported by the work of
Boyd et al, which showcases the uneven distri-
bution of CDM projects to larger economies in
transition (that are also relatively large emit-
ters), primarily China and India from Asia and
the Pacific along with Brazil and Mexico.? As can
be seen below in Table 3, current evidence sup-
ports this assertion as the great majority of CDM
project activities continue to emanate from larg-
er economies where a greater volume of CERs
can be gained (even if they are accrued from

an amalgamation of emission reductions from a
number of small-scale projects). CARICOM, due
to Jamaica’s wind energy project and Guyana’s
bagasse cogeneration (biofuel) project, accounts
for only two CDM project activities. This suggests
that the CDM may be in need of reform away
from being so heavily market-driven in favour of
larger emitters. The mechanism should include a
facility that specifically seeks to improve support
for projects in countries that are not large emit-
ters, (perhaps through the provision of incen-
tives for investment in project activities in such
countries). Because of this, regions of the world
(like the Caribbean) that are not large emitters
may be assisted in their efforts to become more
carbon neutral.

Table 3. CDM Project Activities in Selected Countries as of 29 October 2009.

COUNTRY | NUMBER OF CDM PROJECTS
India 462
China 652
Mexico 119
Brazil 164
Jamaica 1
Guyana 1

Source: UNFCCC, 2009

It is equally important to acknowledge that there
is a greater need for unified action and technical
cooperation within the Caribbean in order to at-
tract more CDM project activities to the region.
As of 1 October 2009, Dominica, Haiti, Montser-
rat, St. Kitts and Nevis and St. Vincent and the

Grenadines still did not have a Designated Na-
tional Authority (DNA) to register or administer
CDM project activities." If these nations are de-
sirous of hosting CDM project activities, this situ-
ation will have to be rectified with urgency. Until
then, however, having five Caribbean territories
without a DNA effectively limits the scope of re-
gional cooperation and makes it virtually impos-
sible to have CARICOM-wide projects. Among the
countries that have set up such bodies (Antigua
and Barbuda, Belize, The Bahamas, Barbados,
Grenada, Jamaica, Guyana, St. Lucia, Suriname
and Trinidad and Tobago), efforts to initiate CDM
project activities have been disjointed and based
only on national renewable energy objectives and
programmes. There have been no explicit indi-
cations that a region-wide CDM project is even
being considered. At present therefore, the Ca-
ribbean is not strategically positioned to take ad-
vantage of the CDM.
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5. KEY POLICY RECOMMENDATIONS

The Caribbean is not only overly reliant on its
tourism sector, but also dependent on arriv-
als from a few markets. As travellers become
more aware of the need to lower their car-
bon footprint and as climate change impacts
become more severe, the need for economic
diversification will become more pronounced.
In this regard, while opportunities to develop
new or alternative tourism products should be
explored, trade policies should also be utilised
to facilitate and encourage the production
and provision of goods and services hitherto
not supplied from within the region. Enhanc-
ing the use of energy-conserving t echnolo-
gies can help to decrease the energy demand
of the tourism sector, and move the region
closer to becoming a carbon-neutral zone. In
this regard, policies similar to the Tourism De-
velopment Act (TDA) in Barbados can provide
appropriate incentives for the acquisition of
climate-friendly goods and services, which,
by extension, can serve to reduce energy con-
sumption within the tourism sector throughout
the Caribbean.

5.1.  Trade Policy Issues
5.1.1. Environmental goods and services

It may be beneficial for CARICOM to reach
agreement on a definition of the term “environ-
mental goods and services” (and consequently
advance similar agreement within the WTO).
However, it is equally (if not more) important
for the region to examine in detail, perhaps
through commissioned research, which goods
and services are of strategic importance to the
Caribbean in the effort to mitigate and adapt
to climate change. In this way, goods and ser-
vices that are particularly important to miti-
gation and adaptation efforts within the tour-
ism sector (as well as other key sectors) in the
Caribbean, can be identified. In this respect,

Environmental goods

As mentioned previously, sound trade policy can
help to increase access to energy-conserving
technologies in order to help move the Carib-
bean towards being viewed as a ‘carbon neutral
zone. Increasing the usage of climate-friendly
products could help to phase out more environ-
mentally-harmful alternatives from within the
tourism industry. Reducing the carbon footprint
of stakeholders within the industry is critical
not only because it contributes positively to

Strengthening the ability of the tourism sector to
adapt to climate change impacts is critical. Acom-
prehensive programme geared toward addressing
adaptation needs within the sector (which are
very diverse, as illustrated in Table 1) is there-
fore necessary. In practice, this will require in-
creased financial and technical assistance to build
the capacity of the CCCCC as the centralized body
responsible for climate change adaptation within
the region. It is through this body that a Carib-
bean Climate Change Adaptation Strategy can be
developed and implemented. Indeed, a region-
wide interface through which tourism stakehold-
ers can receive detailed information about acquir-
ing adaptation technologies and/or environmental
services ranging from sea defences and hurricane-
resistant structures to environmental engineering
is likely to be very useful. Trade policies, however,
can also be used to enhance the accessibility of
climate-friendly technologies to tourism stake-
holders. Key policy recommendations, as pertains
to trade policy, along with the other major themes
examined in this paper, are assessed in the follow-
ing section and in the conclusion.

compiling a list of key climate-friendly goods
and services can help negotiators differentiate
between those products that need to be liberal-
ized (in an accelerated or gradual manner) and
those that may need to be shielded from exter-
nal competition. Thus, a CARICOM list of such
products that can perhaps be referred to as en-
vironmental goods and services, should be pur-
sued. If resources are spent on such an activity
it should ultimately serve to facilitate the for-
mulation of sound negotiating positions based
on an analysis of climate change mitigation and
adaptation needs in the Caribbean (and within
specific key sectors, such as tourism).

climate change mitigation but also because it
results in energy savings. It is, therefore, im-
perative that CARICOM’s trade policy be geared
toward reducing the cost of climate-friendly
technologies not produced within the region.
Pertaining to energy-conserving products that
are manufactured (or have great potential to
be manufactured) within the region, Caribbean
governments should aim to liberalize (in an ac-
celerated manner) the inputs necessary for pro-
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duction. Simultaneously, however, it would be
prudent to maintain relatively high tariffs (at
least temporarily) on climate-friendly products
being manufactured within the region (like SW
H, as illustrated earlier). At the same time, using
border tariffs (and other non-tariff measures) to
shield local products from external competition

Environmental services

Fostering increased trade in environmental ser-
vices can also serve to increase the Caribbean’s
resilience to withstand climate change impacts.
Liberalization in this regard essentially serves to
widen the skilled labour force available to assist
in protecting local habitats, prevent biodiver-
sity loss and minimize damage to infrastructure
as well as the natural environment in the face
of increasing climate change impacts. Needless
to say, opening environmental service sectors
through a trade agreement can also increase

is one means of ensuring that the region has an
opportunity to develop its ability to produce en-
ergy conserving goods. Excessively long periods
of protection should nonetheless be avoided, as
this often removes the incentive for manufac-
turers to become globally competitive and can
even incubate inferior products.

the degree of competition faced by established
local service providers. As a result, liberaliza-
tion commitments to schedule environmental
services should be done in accordance with
development needs and priorities. Thus, condi-
tions requiring the transfer of technology, skill
and know-how along with provisions requiring
the service to be rendered in the form of a joint
venture project (with a local counterpart) as-
sists in building local capacity and should be ap-
plied as required.

5.1.2 Regional trade agreements (with specific reference to the CARIFORUM-EU EPA)

The recently signed CARIFORUM-EU Economic
Partnership Agreement (EPA) extends to both
goods and services. The agreement liberalizes
trade in ‘substantially all’ goods (in congruence
with GATT Article XXIV) and creates opportunities
for trade in services. As it pertains to climate-
friendly goods and services, however, and their
application to climate change mitigation and
adaptation, the emphasis should now be placed
on ensuring that the Caribbean is able to benefit
from this liberalization. In practice, this means
that the acquisition of energy-conserving goods
that were made duty-free via the EPA should be
encouraged. In addition, manufacturers (along
with the wider private sector) need to be educat-
ed and informed on how to utilise the provisions
of the agreement so as to boost local production
of environmentally-friendly goods through the
duty-free import of inputs necessary for produc-
tion. Capacity-building and private-sector sensi-
tisation in light of increased competition due to
the EPA is also critical. To add to this, the EPA
has highlighted the need for industrial develop-
ment corporations throughout the Caribbean to
engage the private sector in order to determine
which climate-friendly goods should be targeted
for production within the region. As a wide range
of items have been liberalized by the agreement,
this may be an ideal time to seek new opportu-
nities to manufacture different products locally.
Based, inter alia, on niche market opportunities,
perceived comparative advantage, along with
the availability and price of necessary inputs

(which may have changed due to liberalization
via the EPA), industrial development corporations
(along with other business support organizations)
can support, perhaps through venture capital or
grants, the local manufacture of climate-friendly
goods that may not have been produced within
the region before.

Many of the same principles can be applied to
services, as the EPA does create opportunities for
the export of environmental services by CARIFO-
RUM nationals to the EU. However, as it relates to
services, the task at hand (aside from the need
to engage in capacity building) now relates pri-
marily to ensuring that CARIFORUM nationals can
meet the conditions necessary to enter the EU
market, particularly through Mode 4 (movement
of natural persons). In order for this to occur, a
number of procedural matters, such as the mutu-
al recognition of professional qualifications, need
to be addressed. Nevertheless, before CARIFO-
RUM nationals can export their labour to external
markets, the issue of movement of professional
service providers within the region must be ad-
dressed. As has been highlighted by Nurse et al,
“There is no harmonized regime for temporary
entry under Mode 4 in CARICOM let alone by ex-
tension to the wider CARIFORUM to include the
Dominican Republic.”'* Hence, the passage of
professional services bills, which have already
been drafted through the CARICOM Legislative
Drafting Facility (CLDF), along with the forma-
tion of professional and administrative bodies re-
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quired to oversee their implementation, should
now be viewed as a regional priority. Thus, while
the inflow of environmental service providers
from the EU (via the EPA) can contribute positive-
ly to the region’s ability to mitigate and adapt to
climate change, regional leaders must first take
steps to enhance and promote the intra-regional
movement of CARIFORUM nationals that are ca-
pable of providing similar or identical services.

Ultimately, if trade policy is to have a pronounced
impact on the ability of the tourism sector to

5.2 The Air Passenger Duty

The UK Air Passenger Duty, which was introduced
on 1 November 2009 is a carbon tax meant ul-
timately to discourage long-haul travel and its
associated emissions. This levy on air travel is
meant to mitigate climate change by influenc-
ing travel patterns so that flights to destinations
closer to London are more affordable. By en-
couraging potential travellers to journey shorter
distances, the APD is effectively meant to de-
crease the carbon footprint of individual trav-
ellers by making longer flights more expensive.
That said, this policy, at its best, is poorly imple-
mented (and not well-thought through) and at
its worst, can be viewed as irresponsible. The
APD is unjustifiably discriminatory and disadvan-
tageous to the Caribbean region and can have
direct adverse impacts on the competitiveness

lower its carbon footprint and adapt to climate
change, efforts should seek to boost the circu-
lation or provision of climate-friendly goods and
services within the region. Such policies should
aim to make environmental services and energy-
conserving technologies as accessible and afford-
able as possible. Toward this end, trade policy
ought to include measures that encourage tech-
nology transfers and should be accompanied by
domestic policies and programmes to build the
capacity of local manufacturers and service
providers.

of the Caribbean tourism sector. It is a glaring
example showing why a multilateral approach is
best suited to efforts to tackle the issue of cli-
mate change mitigation.

Without a doubt, the APD should be immediately
repealed in its entirety, or reformed for duties to
be calculated based on individual ports of entry,
rather than capital cities as is currently the case.
However, the APD, (along with other carbon tax-
es) should perhaps be administered based on the
principle of ‘common but differentiated respon-
sibilities’, which is embedded in the UNFCCC. In
this way, ports of entry in developing (or non-An-
nex 1) countries would ultimately attract a lower
tax relative to industrial (or Annex 1) countries
that are in the same band, tier or region.

5.3 The United Nations Framework Convention on Climate Change

The UNFCCC is a useful building block, upon which
specific instruments (such as the CDM under the
Kyoto Protocol and the Copenhagen Accord) have
been developed. It is through this framework con-
vention that new mechanisms and a more robust
and legally-binding agreement are now needed to
ensure urgent global action is taken to mitigate
climate change. While it is important that the
principle of ‘common but differentiated respon-
sibilities’ be left intact, (thus requiring industrial
nations to once again ‘take the lead’), any new
agreement should ideally require emission re-
duction commitments from both developed and
developing countries. A comprehensive approach
toward addressing mitigation in developing coun-
tries is particularly important as such countries
possess great potential for mitigation activities in
terms of not only lowering current emissions but
also avoiding future emissions through low car-
bon, energy efficient economic growth. That said,
a new climate change regime should do more than
limit CO, emissions, it should ultimately provide

appropriate incentives for low-carbon economic
growth, so as not to stifle development in the non-
Annex 1 parties to the UNFCCC.

Simply put, a new binding agreement, facilitated
by the legal and administrative infrastructure es-
tablished by the UNFCCC, should institute emis-
sion limitations and seek to reward low-carbon
economic growth. One way of attempting to
achieve this is to weigh or measure a country’s
emissions against the rate of GDP growth. A mech-
anism of this nature would relate emission reduc-
tions to improvements in GHG emissions-per unit
output of GDP." Thus, a country’s commitment
to lower its carbon footprint, inclusive of national
emissions targets, would be related to the rate of
economic growth (using GDP per capita as a mea-
sure of economic growth). This model, referred
to as an emission intensity approach, aims to dis-
courage increasing emissions while simultaneously
promoting low-carbon economic growth. Such a
policy would help to address fears (on the part of
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developing countries) that committing to emission
reductions would adversely affect their ability to
industrialize and grow their economies.

Under such a model, financial assistance from de-
veloped countries for climate change mitigation
and adaptation can also be tied to commitments to
a low emissions development path. This approach
could favour countries that are already low emit-
ters, such as those in Caribbean, and help to avoid
future increases in emissions in small and larger
developing countries. Adequate and transparent fi-
nancial support for developing countries, however,
is vital, as such nations generally have a great ca-
pacity to avoid future emissions, but significantly
less capacity to engage in adaptation and mitiga-
tion activities.® As a result, additional, preferably
grant-based financing, especially for states that
are particularly vulnerable to climate change im-
pacts, (such as those in the Caribbean) should be
an essential component of any new agreement.

More specifically, an emission intensity approach
could act as an added impetus for the Caribbe-
an tourism sector to lower its carbon footprint
so that the region could be viewed as a ‘carbon
neutral zone’. Such a status would help to sustain
and grow the tourism sector by making the region

more attractive to the environmentally-conscious
(as mentioned earlier). Incentives for low-carbon
growth could also encourage the development of
more projects, like CHENACT, that serve to in-
crease the use of energy-conserving technologies
within the tourism sector which can, by exten-
sion, help to improve the CO, emission-per GDP
output of the tourism sector in the Caribbean.

The UNFCCC “has the potential to raise the bar in
terms of the level of cooperation within the inter-
national community on environmental issues.”'¥
However, for this to occur, binding commitments
need to be made and adhered to by developed
and developing countries. In addition, the CDM,
as the only mechanism formed by the Protocol
that is geared towards developing countries,
needs to be revised. The United States also needs
to be fully re-engaged in the continued develop-
ment and implementation of existing and future
agreements and mechanisms under the UNFCCC.
Even further, full compliance with the first com-
mitment targets set under the Kyoto Protocol is
necessary. Most important, a new international
and legally binding climate treaty should ulti-
mately restrict or at the very least discourage in-
creases in emissions while simultaneously provide
incentives for economic growth.

5.4 The Kyoto Protocol Clean Development Mechanism

Allowances should be made for small nations to
have a regional or joint DNA to process CDM appli-
cations and look for opportunities for investment
via the mechanism. In practice, having to estab-
lish a DNA—and train staff to function in that ca-
pacity —may require resources that small coun-
tries may not possess. SIDS, often due to their
small size, tend to have technical, financial and
human resource constraints. The establishment
of a regional or joint DNA in lieu of national DNAs
may be a viable means for small countries to ef-
fectively manage the long bureaucratic process
associated with CDM projects. In this way, region-
wide projects can be promoted and this creates
the opportunity for SIDS to share the administra-
tive burden associated with project activities.

Specifically as it pertains to the Caribbean, re-
gion-wide projects can serve to make the archi-
pelago a more viable location for CDM projects
as the region as a whole should be able to offer
a greater volume of CERs to industrial nations.
This may be able to give the region a competi-
tive edge especially if the present market-driven
system does not change. As a suggestion, CDM
project activities can be channelled through the
Caribbean Renewable Energy Development Pro-

gramme (CREDP) or the CCCCC, based on the
existing capacity of these organizations and on
how regional leaders choose to structure and pri-
oritize CDM project activities, although the latter
of the two institutions may be able to facilitate a
greater degree of diversity of project activities.
Regardless of the institution selected, it is essen-
tial that the region coordinates its efforts to at-
tract CDM project activities to a greater extent
so that the investment and financial assistance
that the scheme is meant to provide (for devel-
oping countries to lower their GHG emissions) is
acquired and applied where it is most needed.

Finally, the tourism sector’s attempt to benefit
from the CDM should not be limited to the CHEN-
ACT project. As the Caribbean pursues carbon
neutrality, the tourism sector should actively
seek out opportunities for nation- or region-wide
CDM projects (so long as the countries selected
have DNAs). In fact, the CDM represents a com-
mercially-viable means for the tourism sector to
acquire energy-conserving technologies. In this
way, a private sector approach, motivated by sav-
ings associated with reduced energy consumption
can be viewed as an additional way of reducing
the tourism sector’s carbon footprint.

35



36

Niles — Resilience Amidst Rising Tides: An Issue Paper on Trade, Climate Change and
Competitiveness in the Tourism Sector in the Caribbean

CONCLUDING REMARKS

Tourism represents the largest, most diverse eco-
nomic activity in the Caribbean region. The sector
stimulates other segments of the economy and is
the largest employer and the greatest contribu-
tor to GDP (directly and indirectly). Therefore,
the viability of the sector is critical to the devel-
opment of the archipelago of SIDS. The region is
not only too dependent upon the tourism sector
(which is already sensitive to climate change im-
pacts), but also overly dependent on travellers
from a limited number of markets to sustain their
demand for Caribbean vacations. Indeed, it is this
dependence on a handful of tourist markets that
makes the region particularly vulnerable to uni-
lateral climate change measures by other govern-
ments, such as the APD, which could adversely
affect the Caribbean tourism sector by raising the
cost of travel to the region.

Simultaneously, projected and current climate
change impacts (including beach erosion), are
expected to curtail the region’s ability to offer
traditional tourism products (associated with
sun, sea and sand). Thus, in addition to the need
to boost the demand for domestic vacations (also
referred to as ‘staycations’), to encourage great-
er intra-regional travel and to seek new tourism
markets, Caribbean nations must delve into op-
portunities to develop new or alternative tour-
ism products in ways that will boost the sector’s
resilience to climate change.

In tandem, increased energy efficiency can re-
duce costs and also help to make the sector more
attractive to environmentally-conscious travel-
lers. In this respect, increased use of energy-
conserving technologies not only strengthens
efforts to promote the region as a carbon neu-
tral zone, but also helps to develop an enabling
environment necessary to boost adaptation to
climate change. Trade policies should therefore
serve to support the local manufacture of ener-
gy-conserving technologies by decreasing or re-
moving tariffs on inputs necessary for production
and by shielding such goods from external com-
petition, for a measured period of time. While
fiscal incentives and trade policy — to support the
acquisition and application of climate-friendly
technologies —may be helpful in increasing ener-
gy efficiency and reducing the energy demand of
the tourism sector, such policies are not (in and
of themselves) likely to be effective if applied
in a vacuum. Tourists and proprietors need to be
engaged and informed (through education and
re-training) about the importance of decreasing
their carbon footprint in order to bring about the

behavioural changes needed to reduce the sec-
tor’s energy demand.

The threat of climate change is global. There-
fore, national policy responses, however aggres-
sive, will be insufficient. A greater degree of
regional policy harmonization and technical co-
operation is necessary. Thus, while the CCCCC,
CDERA, CREDP and CCRIF all represent regional
initiatives that are useful in developing mitiga-
tion and adaptation strategies in the region, a
great deal of inter-agency cooperation (along
with political and institutional responsiveness
at the national level) is necessary to ensure
the uniform application of policies and projects
throughout CARICOM.

Even beyond this, the Caribbean must play its
role in contributing to a stronger, legally-binding
international climate change agreement. Though
the region currently accounts for less than one
percent of global emissions, the Caribbean can
do its part to avoid increasing its CO, output in
the future by committing to a low-carbon devel-
opment path. Larger developing countries, along
with developed nations need to do the same.
Current scientific evidence makes it clear that “a
future [climate change] regime which does not
engage the major developing states in GHG re-
ductions will not be successful.”'* The UNFCCC
should, therefore, be strengthened through the
institution of a new climate change agreement
under which developed and developing nations
make binding commitments to decrease their
emissions through low-carbon economic growth.
The negotiations, though complex, are of semi-
nal importance to the future of MEAs. Essential-
ly, “the message would be that if the MEA ap-
proach can work for climate change, it can work
for other, less complex, global environmental
challenges.”'

Specifically as it relates to the Caribbean, for
nations already inhibited by small size, associ-
ated with limited financial, human and natural
resources, regional cooperation is perhaps the
archipelago’s greatest asset. This needs to be
capitalized upon to a greater extent through the
development of projects that can attract invest-
ment via the CDM. Currently, efforts to attract
CDM projects to the region are still disjointed.
Regional projects can offer greater benefits to
industrial nations utilizing the CDM. In tandem
therefore, the CHENACT initiative (especially as
it is specifically relevant to the tourism sector)
may be a useful gauge of the ability of a region-
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wide energy-conservation project to attract fund-
ing under the CDM. Regardless of its ability to do
so, however, a greater degree of regional coop-

eration is imperative in order to safeguard the
long-term viability of the tourism sector amidst a
warming planet.
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