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R e n a to  B a u m a n n

1. Introduction

R e g io n a l tra d e  a g re e m e n ts  h a v e  h a d  a  s ig n if ic a n t p re s e n c e  in  th e  d e s ig n  o f  
in te rn a tio n a l a n d  p ro d u c tiv e  p o lic ie s  in  L a tin  A m e r ic a n  a n d  C a r ib b e a n  c o u n tr ie s  s in c e  th e  
ea r ly  1950s. F if ty  y e a rs  la te r , th e  r e g io n  h a s  n o t re a c h e d  th e  d e g re e  o f  e c o n o m ic  in te r 
re la tio n  fo u n d , fo r  in s ta n c e , in  W e s te rn  E u ro p e , b u t  th e  c o n c e rn  w ith  p ro m o tin g  re g io n a l 
in te g ra tio n  h a s  b e e n  a  t ra d it io n  in  an  im p re s s iv e  a m o u n t o f  sp e e c h e s  a n d  d e c la ra tio n s  b y  
p o lic y  m a k e rs  in  th e  la s t  d ec a d e s .

T h e  e m p h a s is  in  re g io n a l a g re e m e n ts  as a  p o lic y  to o l h a s  c h a n g e d  q u ite  s ig n if ic a n tly  
o v e r  tim e , w ith  a  re c e n t  b o o m  fro m  th e  m id -1 9 8 0 s  to  m id -1 9 9 0 s , b u t  a t p re s e n t  th is  h a s  
b e e n  c h a lle n g e d  b y  a  n u m b e r  o f  fe a tu re s  o f  th e  in te rn a tio n a l scen a rio .

T h e  w e a k e n in g  o f  m u lti la te ra l n e g o tia t io n s  a n d  th e  m u ltip lic ity  o f  b ila te ra l 
a g re e m e n ts  w ith  c o u n tr ie s  in  o th e r  re g io n s  m ig h t a f fe c t re g io n a l tra d e  b o th  v ia  tra d e  
d iv e rs io n  a n d  th ro u g h  in v e s tm e n t d e c is io n s , c o n s id e r in g  a  la rg e r  tim e  h o riz o n . In te rn a tio n a l 
c a p ita l m o v e m e n t m ig h t a f fe c t e x c h a n g e  ra te s  a n d  o u tp u t g ro w th , h e n c e  in f lu e n c in g  tra d e . 
A t th e  sa m e  tim e  th e  n e e d  fo r  n e w , b ro a d e r  n e g o tia tin g  a g e n d a , f ro m  s im p ly  d e a lin g  w ith  
tra d e  is su e s  to  ta k in g  in to  c o n s id e ra tio n  to p ic s  n o t  d ire c tly  re la te d  to  tra d e  b u t  ra th e r  to  
c o m p e titio n , la b o u r  s ta n d a rd s , e n v iro n m e n ta l is su e s  a n d  o th e rs  in c re a s e  th e  d if f ic u ltie s  in  
d e s ig n in g  in te g ra tio n  s tra te g ie s . E v e n  m o re  so  i f  th e  g ro u p  o f  c o u n tr ie s  th a t  a im  a t 
in te g ra tin g  th e ir  e c o n o m ie s  p re s e n t  m a rk e d ly  d if fe re n t  c h a ra c te r is tic s .

T h e re  a re  a t p re s e n t  m o re  c h a lle n g e s  th a n  e v e r  to  th e  in te g ra tio n  p ro c e s s e s  in  th e  
re g io n . T h e  p o in t  m a d e  h e re  is  th a t  re g io n a l in te g ra tio n  is  n o t  so m e th in g  a u to m a tic a lly  
d e s ira b le  o r  a  su ff ic ie n t c o n d itio n  to  p ro m o te  e c o n o m ic  a n d  so c ia l d e v e lo p m e n t. T h e  v e ry  
la c k  o f  c la r ity  in  id e n tify in g  fo r  w h a t p u rp o s e  a  c o u n try  sh o u ld  e n te r  (o r  re m a in  in )  an  
in te g ra tio n  p ro c e s s  n o t  o n ly  m a y  im p a ir  th e  n e g o tia tin g  p ro c e s s  b u t  a lso  in f lu e n c e s  th e  
d e g re e  o f  su c c e ss  th a t  m ig h t b e  o b ta in e d  f ro m  th is  m e c h a n ism .

T h is  a r tic le  -  an  e x te n s io n  o f  a  p re s e n ta tio n  m a d e  a t th e  G e rm a n  D e v e lo p m e n t 
In s titu te  C o n fe re n c e  o n  R e g io n a l E c o n o m ic  In te g ra t io n  B e y o n d  E u ro p e  h e ld  in  B o n n  in  
D e c e m b e r , 2 0 0 7  -  d is c u s se s  th e s e  a n d  o th e r  a sp e c ts  re la te d  to  re g io n a l in te g ra tio n  in  L a tin  
A m e ric a  a n d  th e  C a rib b e a n . F o llo w in g  th is  in tro d u c tio n  th e  se c o n d  se c tio n  d e sc r ib e s  in  
g e n e r ic  te rm s  th e  m a in  in te g ra tio n  e x e rc is e s  fo u n d  to d a y  in  L a tin  A m e r ic a  a n d  th e  
C a rib b e a n . S e c tio n  3 sh o w s th e  e x is te n c e  o f  a  m u ltip lic ity  o f  a g re e m e n ts  w ith  so m e  
o v e r la p p in g  a n d  d isc u s se s  so m e  o f  th e  n e g a tiv e  im p lic a tio n s  th a t  m ig h t fo llo w  f ro m  th is  
w e b  o f  d if fe re n t p re fe re n tia l  t re a tm e n ts  w ith  d if fe re n t p a r tn e rs . T h e  fo u r th  se c tio n  b r in g s  
a b o u t th e  d is c u s s io n  a b o u t th e  r a tio n a le  fo r  re g io n a l in te g ra tio n . I t  sh o w s  th a t  o v e r  t im e  th e  
L a tin  A m e ric a n  a rg u m e n ts  fo r  p ro m o tin g  re g io n a l in te g ra tio n  h a v e  c h a n g e d  q u ite
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su b s ta n tia lly . I t  a lso  sh o w s th a t  a t p re s e n t  th e re  is  a  c e r ta in  la c k  o f  so u n d  a rg u m e n ts  to  
m o tiv a te  e ffo r ts  in  th a t  d ire c tio n . T h e  f if th  se c tio n  p re se n ts  so m e  re c e n t  s tep s  ta k e n  in  th e  
r e g io n  to w a rd s  m o n e ta ry  c o o p e ra tio n , a n d  th e  la s t  se c tio n  p re se n ts  a  fe w  c o n c lu d in g  
re m a rk s .

2. Integration Schemes in the Americas

P re fe re n tia l  tra d e  a g re e m e n ts  h a v e  g a in e d  m o m e n tu m  in  th e  r e g io n  in  r e c e n t y e a rs . 
U n til  1991 tra d e  p re fe re n c e  a g re e m e n ts  a c c o u n te d  fo r  so m e  8 %  o f  to ta l re g io n a l ex p o rts . 
B y  2 0 0 5  th e re  w e re  6 8  a g re e m e n ts , 51 o f  w h ic h  w e re  in tra - re g io n a l p re fe re n c e s  a n d  17 
w ith  c o u n tr ie s  in  o th e r  re g io n s , a f fe c tin g  a b o u t tw o - th ird s  o f  th e  r e g io n ’s to ta l e x p o rts  
(E C L A C  2 0 0 6 ).

T h e  sub  re g io n a l in it ia tiv e s  th a t  c o m p ris e  in te g ra tio n  sc h e m e s  in  th e  A m e ric a s  are  
v a r ie d . S o m e  h a v e  a m b itio u s  p u rp o se s , su c h  a s  th e  c re a tio n  o f  c o m m o n  m a rk e ts , w h e re a s  
o th e rs  a re  e s se n tia lly  f re e  tra d e  a g re e m e n ts . T h e y  c a n  b e  p re s e n te d  in  a  g e o g ra p h ic a l 
se q u e n c in g . M o v in g  f ro m  th e  S o u th e rn  C o n e  to w a rd s  th e  A rtic  S ea  w e  f in d  th e  fo llo w in g  
in itia tiv e s .

A) LAIA -Latin American Integration Association

T h e  L a tin  A m e r ic a n  In te g ra t io n  A s s o c ia t io n  (L A IA ) w a s  c re a te d  in  A u g u s t  1980. It 
re p la c e d  th e  fo rm e r  L A F T A  (L a tin  A m e r ic a n  F re e  T ra d e  A sso c ia tio n ) , c re a te d  in  1960. I t  is  
fo rm e d  b y  A rg e n tin a , B o liv ia , B ra z il, C h ile , C o lo m b ia , C u b a , E c u a d o r , M e x ic o , P a ra g u a y , 
P e ru , U ru g u a y  a n d  V e n e z u e la . I ts  o b je c tiv e s  a re  to  c re a te  a  L a tin  A m e r ic a n  c o m m o n  
m a rk e t in  th e  lo n g  ru n  a n d  in  a  g ra d u a l m a n n e r , b y  m e a n s  o f  t a r i f f  p re fe re n c e s , as w e ll as 
th e  s ig n in g  o f  re g io n a l a g re e m e n ts .

T h e re  a re  a t p re s e n t  10 p re fe re n tia l  tra d e  a g re e m e n ts  in  S o u th  A m e r ic a  w ith in  L A IA  
c o m p ris in g  45  b ila te ra l  re la tio n s  a n d  9 0  ta r i f f  c h ro n o g ra m s  (V e ig a  a n d  R io s  2 0 0 7 ). In  2 0 0 6  
L A IA  c re a te d  th e  F re e  T ra d e  S p ace , a im in g  a t f a c il i ta tin g  m a rk e t a c c e ss , th e  a d o p tio n  o f  
c o m m o n  n o rm s  a n d  d isc ip lin e s , a n d  p ro v id in g  s u p p o r t to  le s s  d e v e lo p e d  m e m b e r-c o u n tr ie s .

B) MERCOSUR

T h e  M e rc a d o  C o m ú n  d e l S u r (M E R C O S U R ) w a s  fo rm e d  b y  A rg e n tin a , B ra z il, 
P a ra g u a y  a n d  U ru g u a y  b y  th e  T re a ty  o f  A su n c ió n , s ig n e d  in  M a rc h  1991. A sso c ia te  
m e m b e rs  a re  B o liv ia , C h ile , C o lo m b ia , E c u a d o r  a n d  P e ru . V e n e z u e la  s ig n e d  a  m e m b e rsh ip  
a g re e m e n t in  Ju n e  2 0 0 6 , b u t  b e fo re  b e c o m in g  a  fu ll m e m b e r  its  e n try  h a s  to  b e  ra tif ie d  b y  
th e  n a tio n a l p a r lia m e n ts  o f  th e  fo u r  o r ig in a l m e m b e rs .

I ts  o b je c tiv e s  a re  to  c re a te  a  c o m m o n  m a rk e t w ith  f re e  m o v e m e n t o f  g o o d s , se rv ic e s  
a n d  p ro d u c tiv e  fa c to rs ; a d o p t a  c o m m o n  e x te rn a l p o lic y ; c o o rd in a te  c o m m o n  p o s itio n s  in  
in te rn a tio n a l fo ru m s ; a n d  c o o rd in a te  s e c to r  a n d  m a c ro e c o n o m ic  p o lic ie s .

I ts  C o m m o n  E x te rn a l T a r i f f  (C E T ) c o v e rs  so m e  8 5 %  o f  in tra - re g io n a l tra d e . G re a t 
e x c e p tio n s  re m a in  th e  s u g a r  a n d  a u to m o b ile  se c to rs . T h e  C E T  is  e f fe c tiv e  a n d  e q u a l to  
n a tio n a l ta r if f s  fo r  3 5 %  o f  to ta l tra d e  b y  M E R C O S U R  c o u n tr ie s . F ro m  th o se , p ro d u c ts  
s te m m in g  fo r  2 0  p e rc e n ta g e  p o in ts  h a v e  z e ro  ta r if fs . T h a t is, o n ly  15%  o f  M E R C O S U R  
a d o p t C E T  (V e ig a  a n d  R io s  2 0 0 7 ). A  n u m b e r  o f  n o n - ta r i f f  b a r r ie rs  re m a in  in  re g io n a l trad e .
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A s f ro m  D e c e m b e r  2 0 0 8  B ra z il h a s  a n n o u n c e d  its  d e c is io n  to  e lim in a te  th e  d o u b le  
c h a rg in g  o f  tra d e  ta r if fs , in  o rd e r  to  re d u c e  c o s ts  (e v e n  a t  a  lo s s  o f  t a r i f f  re v e n u e  fo r  so m e  
m e m b e rs , su c h  as P a ra g u a y , w h ic h  d e p e n d s  o n  th is  ite m  fo r  a lm o s t 2 0 %  o f  its  f isc a l 
re v e n u e ) . B ra z il h a s  a lso  a n n o u n c e d  its  in te n tio n  to  re d u c e  th e  n a t io n a liz e d  c o m p o n e n t o f  
im p o r ts  f ro m  P a ra g u a y  a n d  U ru g u a y , a  p o lit ic a l d e c is io n  s till to  b e  tra n s la te d  in to  te c h n ic a l 
p ro c e d u re s .

M E R C O S U R  h a s  o p te d  fo r  re m a in in g  an  in te r -g o v e rn m e n ta l e x e rc ise , in s te a d  o f  
c re a tin g  a  su p ra n a tio n a l s tru c tu re , as  in  th e  E u ro p e a n  U n io n  a n d  in  o th e r  in te g ra tio n  
e x e rc is e s  in  th e  re g io n . T h is  h a s , o f  c o u rse , c o s ts  a n d  b e n e f its . A m o n g  th e  fo rm e r , th e  lo w  
d e g re e  o f  im p le m e n ta tio n  o f  th e  c o m m o n  ru le s  in  M E R C O S U R  is  o f te n  re la te d  to  th e  la c k  
o f  su p ra n a tio n a l e n tit ie s  th a t  m ig h t im p o s e  h ig h e r  d e g re e  o f  d isc ip lin e . T h e  b e n e f i ts  o f  th e  
in te r -g o v e rn m e n ta l m o d e l, o n  th e  o th e r  h a n d , s te m  fro m  its  re la tiv e  f le x ib ility : in  sev e ra l 
c r itic a l s itu a tio n s  th is  la c k  o f  in s ti tu tio n a l r ig id ity  h a s  a llo w e d  fo r  c h a n g e s  in  th e  
n e g o tia tin g  p ro c e ss .

M E R C O S U R  h a s  s ig n e d  so m e  17 a g re e m e n ts , m o s t o f  th e m  in  th e  p e r io d  2 0 0 4 -0 6 . 
N o t  a ll o f  th e s e  a g re e m e n ts  c o m p rise  tra d e  p re fe re n c e s . S o m e  a re  o n ly  ‘b a s e -a g re e m e n ts ’ 
w ith  g e n e r ic  o b je c tiv e s  a n d  c o m m o n  p u rp o se s . B u t  th e  to ta l n u m b e r  o f  a g re e m e n ts  m irro rs  
th e  ‘g lo b a l t r a d e r ’ p e rs p e c tiv e  a d o p te d  b y  M E R C O S U R  sin c e  its  e a r ly  d ay s.

C) Andean Community of Nations (ANCOM)

T h e  A n d e a n  C o m m u n ity  o f  N a tio n s  (A N C O M ) w a s  fo rm e d  in  M a y  1969  b y  B o liv ia , 
C o lo m b ia , E c u a d o r  a n d  P e ru . U n til  1996 , i t  w a s  k n o w n  a s  th e  A n d e a n  P a c t. O r ig in a lly  b o th  
C h ile  a n d  V e n e z u e la  w e re  m e m b e r  c o u n tr ie s . T h e  fo rm e r  le f t  th e  C o m m u n ity  in  1974  
o p tin g  fo r  a  m o re  o p e n  m u lti la te ra l  a p p ro a c h  a n d  th e  la t te r  in  2 0 0 6  b a s e d  o n  th e  a rg u m e n t 
th a t  th e  n e g o tia tio n s  o f  C o lo m b ia  a n d  P e ru  w ith  th e  U n ite d  S ta te s  w o u ld  a f fe c t th e  e sse n c e  
o f  th e  C o m m u n ity . A s s o c ia te  m e m b e rs  a re  A rg e n tin a , B ra z il, C h ile , P a ra g u a y  an d  
U ru g u a y . O b s e rv e r  m e m b e rs  a re  M e x ic o  a n d  P a n a m a .

A N C O M ’s o b je c tiv e s  a re  to  p ro m o te  th e  h a rm o n ic  d e v e lo p m e n t o f  th e  m e m b e r-  
c o u n tr ie s  in  e q u a l c o n d itio n s , th ro u g h  in te g ra tio n  a n d  e c o n o m ic  a n d  so c ia l c o o p e ra tio n ; to  
g ra d u a lly  fo rm  a  L a tin  A m e ric a n  c o m m o n  m a rk e t; to  fo s te r  su b -re g io n a l so lid a r ity ; a n d  to  
re d u c e  e x te rn a l v u ln e ra b ili ty .

T h e  A n d e a n  C o m m u n ity  d iffe rs  f ro m  M E R C O S U R  in  th a t  th e re  a re  n o  e x c e p tio n s  
a m o n g  th e  p ro d u c ts  a f fe c te d  b y  p re fe re n c e s , i t  h a s  c o m m o n  n o rm s  w ith  re g a rd  to  tra d e  
m e c h a n ism s  su c h  as  a n ti-d u m p in g  a n d  sa fe g u a rd s  p o lic ie s , a n d  i t  a d o p ts  c o m m o n  n o rm s  
a lso  fo r  tra d e  in  se rv ic e s , in v e s tm e n t, in te lle c tu a l p ro p e r ty  a n d  c o m p e titio n . I t  h a s  a lso  a 
r a th e r  c o m p le x  in s ti tu tio n a l s tru c tu re .

In  2 0 0 6  C h ile  h a s  a c c e p te d  th e  in v ita tio n  to  ( re ) jo in  th e  A n d e a n  C o m m u n ity  as  an  
a s so c ia te  m e m b e r. T h e  p u rp o se  is  to  fo rm  a  f re e  tra d e  z o n e  o n  th e  L a tin  A m e r ic a n  P a c if ic  
coast.

T h e  A n d e a n  C o m m u n ity  h a s  n e g o tia te d  tra d e  a g re e m e n ts  w ith  th e  E u ro p e a n  U n io n  
a n d  -  in  th e  ca se  o f  C o lo m b ia  a n d  P e ru  -  w ith  th e  U S , b u t  th is  re m a in s  to  b e  a p p ro v e d  b y  
th e  U S  C o n g re ss .

N e g o tia t io n s  b e tw e e n  M E R C O S U R  a n d  th e  A n d e a n  C o m m u n ity  w e re  c o m p le te d  in  
2 0 0 4 ; th e y  a re  e s se n tia lly  b ila te ra l  tra d e  c o n c e ss io n s .
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D) Bolivarian Alternative to Latin America and the Caribbean (k n o w n  b y  its  S p a n ish  
a c ro n y m  A L B A ) / People’s Trade Agreement

T h e  B o liv a r ia n  A lte rn a tiv e  is  an  in it ia tiv e  le d  b y  V e n e z u e la  a n d  C u b a  as a n  a lte rn a tiv e  to  
th e  n e g o tia t io n s  fo r  a  F re e  T ra d e  A re a  o f  th e  A m e ric a s  (F T A A ). In  D e c e m b e r  2 0 0 4  th e se  
tw o  c o u n tr ie s  s ig n e d  a  b ila te ra l a g re e m e n t. In  A p ril 2 0 0 6  B o liv ia  jo in e d  in  th e  P e o p le ’s 
T ra d e  A g re e m e n t, a n d  in  Ja n u a ry  2 0 0 7  N ic a ra g u a  jo in e d  in . O b s e rv e r  m e m b e rs  are: 
A n tig u a  &  B a rb u d a , D o m in ic a , E c u a d o r , H a iti , H o n d u ra s , S t K it t  &  N e v is , S t V in c e n t  &  
G re n a d in e s  a n d  U ru g u a y .

T h e  P e o p le ’s T ra d e  A g re e m e n t c o m p ris e s  tra d e  fa c il i t ie s  a n d  c o m p le m e n ta r it ie s  in  
th e  e n e rg y  sec to r. In  Ja n u a ry  2 0 0 8  th e  A L B A  B a n k  w a s  c re a te d , a d d in g  a  n e w  d im e n s io n  to  
th e  in i t ia t iv e .1

E) The South-American Union of Nations (UNASUR)

M E R C O S U R  a n d  th e  A n d e a n  C o m m u n ity  s ig n e d  in  2 0 0 4  a  f re e  tra d e  a g re e m e n t 
w h ic h , to g e th e r  w ith  C h ile , G u y a n a  a n d  S u rin a m e  sh a ll le a d  to  th e  fo rm a tio n  o f  a  S o u th - 
A m e ric a n  U n io n  o f  N a tio n s  . I t  w a s  o r ig in a lly  (u n til 2 0 0 7 )  c a lle d  S o u th -A m e ric a n  
C o m m u n ity  o f  N a tio n s  (C A S A  in  its  a c ro n y m  in  b o th  S p a n ish  a n d  P o r tu g u e se ) . I ts  
m e m b e rs  a re  A rg e n tin a , B o liv ia , B ra z il, C h ile , C o lo m b ia , E c u a d o r , G u y a n a , S u rin am e , 
P a ra g u a y , P e ru , U ru g u a y  a n d  V e n e z u e la . H e a d q u a r te rs  a re  to  b e  lo c a te d  in  Q u ito , E c u a d o r  
a n d  th e  U n a s u r  T re a ty  is  to  b e  in it ia te d  b y  Ju n e , 2 0 0 8 .

T h e  g o a l is  to  g ra d u a lly  fo rm  a  f re e  tra d e  a re a  in  S o u th  A m e ric a , as w e ll as  to  
p ro v id e  e c o n o m ic  c o m p le m e n ta r it ie s  a m o n g  c o u n tr ie s  in  th e  re g io n . U N A S U R  re p re s e n ts  a 
n e w  m o d e l o f  re g io n a lism , n o t  fo c u s e d  p re d o m in a n tly  o n  tra d e  is su e s . I ts  a g e n d a  c o m p rise s  
o th e r  is su e s , su c h  a s  e n e rg y  in te g ra tio n  a n d  in f ra s tru c tu re , as w e ll as so c ia l a n d  c u ltu ra l 
th e m e s . T o g e th e r  w ith  L A IA , th e s e  a re  th e  tw o  in te g ra tio n  sc h e m e s  th a t  c o m p rise  a ll S o u th  
A m e ric a n  c o u n tr ie s .

F) The G-3

T h e  G -3  g ro u p  w a s  fo rm e d  in  Ju n e  1994  a n d  e n te re d  o p e ra tio n  in  Ja n u a ry  1995. I ts  
o r ig in a l m e m b e rs  w e re  C o lo m b ia , M e x ic o  a n d  V e n e z u e la .

I ts  o b je c tiv e s  w e re  to  e lim in a te  tra d e  b a r r ie rs  fo r  g o o d s  a n d  se rv ic e s , to  p ro m o te  fa ir  
c o m p e titio n , fo s te r  in v e s tm e n t o p p o r tu n itie s , p ro te c t  in te lle c tu a l p ro p e r ty  a n d  fo s te r  
c o o p e ra tio n  a m o n g  m e m b e rs . T h e  re la tiv e  im p o r ta n c e  o f  th e  g ro u p  h a s  n e v e r  b e e n  to o  
re m a rk a b le : b y  2 0 0 3  in tra - re g io n a l e x p o r ts  in  r e la tio n  to  to ta l e x p o r ts  c o rre s p o n d e d  to  so m e  
2 8 %  in  C o lo m b ia  (b a s ic a lly  its  b ila te ra l  tra d e  w ith  V e n e z u e la ) , 3 %  fo r  M e x ic o  a n d  13%  fo r  
V e n e z u e la . V e n e z u e la  d e c id e d  to  a b a n d o n  th e  g ro u p  o n  th e  se c o n d  se m e s te r  o f  2 0 0 6 , a t  th e  
sa m e  tim e  o f  its  w ith d ra w a l f ro m  A N C O M , so  th e  g ro u p  w a s  d ism a n tle d .

G) Central American Common Market (CACM)

1 Details on ALBA Bank will be discussed in Section 5.
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T h e  C e n tra l A m e r ic a n  C o m m o n  M a rk e t  (C A C M ) w a s  fo rm e d  in  D e c e m b e r  1960  b y  
E l S a lv a d o r, G u a te m a la , H o n d u ra s  a n d  N ic a ra g u a . C o s ta  R ic a  jo in e d  th e  g ro u p  in  1963 . I ts  
o b je c tiv e  is  to  c re a te  a  c o m m o n  m a rk e t a m o n g  m e m b e r  c o u n tr ie s .

C A C M  b e c a m e  a  f re e  tra d e  z o n e  in  2 0 0 1 , a lth o u g h  w ith  th e  e x c e p tio n  o f  so m e  
a g r ic u ltu ra l  p ro d u c ts . E f fo r ts  a re  b e in g  m a d e  fo r  a  c o m m o n  p o lic y  o n  in v e s tm e n t a n d  tra d e  
in  se rv ic e s , tra d e  c o n c e s s io n s , n o rm s  fo r  g o v e rn m e n t p ro c u re m e n t, in v e s tm e n t, p ro p e r ty  
r ig h ts , la b o u r  a n d  e n v iro n m e n ta l is su e s , a m o n g  o th e rs .

T h e  C o m m o n  E x te rn a l T a r i f f  c o v e rs  9 5 %  o f  th e  ta r i f f  lin e s , w ith  an  a v e ra g e  ra te  o f  
6 % . A s  s im ila r  to  th e  A n d e a n  C o m m u n ity , C A C M  h a s  a  r a th e r  d iv e rs if ie d  in s ti tu tio n a l 
s tru c tu re . A n o th e r  d if fe re n c e  w ith  re g a rd  to  M E R C O S U R  is  th a t  th e  m e m b e rs  o f  C A C M  
ca n  n e g o tia te  tra d e  a g re e m e n ts  o n  an  in d iv id u a l b a s is  w ith  c o u n tr ie s  f ro m  o th e r  re g io n s .

C A C M  h a s  h a d  an  in te n se  n e g o tia tin g  a c tiv ity  in  2 0 0 2 -0 6 . T h e  C A F T A -R D  
(a g re e m e n t w ith  th e  U S )  w a s  s ig n e d  b y  a ll c o u n tr ie s  b u t  C o s ta  R ic a  in  2 0 0 6 , a n d  su b m itte d  
to  a  p o p u la r  re fe re n d u m  (b e in g  a p p ro v e d )  in  th is  la t te r  c o u n try  in  2 0 0 7 . G iv e n  th e  
im p o r ta n c e  o f  tra d e  w ith  th e  U S  (a n d  th e  r is k  o f  tra d e  d iv e rs io n )  o n e  m a jo r  is su e  ra is e d  b y  
th e s e  a g re e m e n ts  is  to  w h a t  e x te n t  th e  re la tio n s  o n  a  n e w  b a s is  w ith  th e  U S  w ill  a ffe c t 
re g io n a l in te g ra tio n  e ffo rts .

H) Association of Caribbean States (ACS)

T h e  A s s o c ia tio n  o f  C a r ib b e a n  S ta te s  (A C S ) w a s  fo rm e d  in  Ju ly  2 0 0 4  b y  A n tig u a  &  
B a rb u d a , B a h a m a s , B e liz e , C o lo m b ia , C o s ta  R ic a , C u b a , D o m in ic a , D o m in ic a n  R e p u b lic , 
E l S a lv a d o r, G ra n a d a , G u a te m a la , G u y a n a , H a iti , H o n d u ra s , J a m a ic a , M e x ic o , N ic a ra g u a , 
P a n a m a , S t L u c ia , S t K it ts  &  N e v is , S t V in c e n t  &  G re n a d in e s , S u rin a m e , T r in id a d  &  
T o b a g o  a n d  V e n e z u e la . A s s o c ia te  m e m b e rs  are: A ru b a , F ra n c e , N e th e r la n d s  A n til le s  a n d  
T u rk s  &  C a ic o s  Is lan d s .

I t  a im s  a t  p ro m o tin g  c o n su lta tio n , c o o p e ra tio n  a n d  c o n c e r te d  a c tio n  w ith  re g a rd  to  
c u ltu ra l, e c o n o m ic , s c ie n tif ic  a n d  te c h n o lo g ic a l d e v e lo p m e n t, as w e ll  as tra d e  l ib e ra liz a tio n  
a n d  in v e s tm e n t re g u la tio n  a m o n g  a ll th e  c o u n tr ie s  o f  th e  C a rib b e a n . F o c u s  is  c o n c e n tra te d  
in  fo u r  m a jo r  a reas: tra d e , tra n sp o r t, to u r is m  a n d  n a tu ra l d isa s te rs .

I ts  p o te n tia l  is  o f te n  seen  w ith  sc e p tic ism  sin ce : i) th e re  a re  m a rk e d  d if fe re n c e s  
a m o n g  m e m b e r  c o u n tr ie s  n o t  o n ly  in  tra d e  p o lic ie s , b u t  a lso  in  p o lit ic a l  a n d  c u ltu ra l te rm s; 
ii) i t  la c k s  c le a r  d e f in it io n  as to  its  lo n g - te rm  o b je c tiv e s , its  m e c h a n ism s  to  c o o rd in a te  
p o lic ie s  a n d  its  p o te n tia l  re la tio n s  w ith  th ird  c o u n tr ie s ; iii)  C u b a 's  m e m b e rsh ip  ra is e s  
q u e s tio n s  as  to  h o w  e ffe c tiv e  c a n  b e  its  fu tu re  n e g o tia tio n s  w ith  th e  U S .

I) Caribbean Community (CARICOM)

T h e  C a r ib b e a n  C o m m u n ity  (C A R IC O M ) w a s  fo rm e d  in  Ju ly  1973 b y  A n tig u a  &  B a rb u d a , 
B a h a m a s , B a rb a d o s , B e liz e , D o m in ic a , G ra n a d a , G u y a n a , H a iti , J a m a ic a , M o n tse rra t, S t 
L u c ia , S t K itts  &  N e v is , S t V in c e n t  &  G re n a d in e s , S u rin a m e  a n d  T r in id a d  &  T o b a g o . 
A s s o c ia te  m e m b e rs  are : A n g u ila , B e rm u d a , B r i t is h  V irg in  Is la n d s , C a y m a n  I s la n d s  an d  
T u rk s & C a ic o s  Is la n d s

C A R IC O M ’s o b je c tiv e  is  to  p ro m o te  e c o n o m ic  in te g ra tio n  o f  m e m b e r-c o u n tr ie s  b y  
m e a n s  o f  a  c o m m o n  m a rk e t, c o o rd in a tio n  o f  a  c o m m o n  e x te rn a l p o lic y  a n d  fu n c tio n a l 
c o o p e ra tio n  in  te rm s  o f  h e a lth , e d u c a tio n , c u ltu re , c o m m u n ic a tio n  a n d  in d u s tr ia l  re la tio n s .
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In  2 0 0 2  a  c o m m o n  le g is la tio n  w a s  a d o p te d  fo r  c o m m e rc ia l  d e fe n c e  m e c h a n ism s  a n d  
te c h n ic a l a n d  sa n ita ry  ru le s , as w e ll  as n o rm s  re g u la tin g  tra d e  in  se rv ic e s , in te lle c tu a l 
p ro p e r ty  a n d  c o m p e tit io n  p o licy .

C A R IC O M  h a s  p e rh a p s  th e  m o s t c o m p le x  in s ti tu tio n a l s tru c tu re  o f  a ll A m e ric a n  
in te g ra tio n  e x p e rim e n ts . In tra - re g io n a l tra d e  h a s  b e e n  d y n a m ic  in  r e c e n t y e a rs , su rp a s s in g  
2 0 %  o f  to ta l ex p o rts .

R e la t io n s  a m o n g  th e  E n g lis h -s p e a k in g  C a r ib b e a n  c o u n tr ie s  -  w ith  th e  re c e n t 
a d h e s io n  o f  D u tc h -s p e a k in g  S u rin a m e  a n d  F re n c h -s p e a k in g  H a iti -  h a v e  a lw a y s  g o n e  w e ll 
b e y o n d  tra d e  re la tio n s . M o s t  m e m b e r  c o u n tr ie s  a re  fo rm e r  E u ro p e a n  c o lo n ie s  a n d  u n til 
r e c e n tly  th e ir  p ro d u c ts  h a d  b e n e f i te d  f ro m  d if fe re n tia te  t re a tm e n t in  th e  E u ro p e a n  m a rk e t 
o n  th e  b a s is  o f  sp e c if ic  tra d e  a g re e m e n ts .

In  2 0 0 6  a  C A R IC O M  S in g le  M a rk e t  (C S M ) h a s  b e e n  c re a te d  to  p ro v id e  f re e  
m o v e m e n t o f  g o o d s  a n d  se rv ic e s , as w e ll as  o f  la b o u r  a n d  c a p ita l. A ll 12 c o u n tr ie s  
p a r tic ip a te  in  th e  in itia tiv e , w h ic h  c o m p rise  h a rm o n iz a tio n  in  e c o n o m ic  p o lic ie s , le a d in g  to  
a  c o m m o n  c u rre n c y  a s  o f  2 0 0 9 . B e tw e e n  2 0 1 0  a n d  2 0 1 5  a  fu ll m o n e ta ry  u n io n  is  to  b e  
im p le m e n te d , w ith  p o lic y  c o o rd in a tio n  in  se v e ra l sec to rs . C e n tra l is su e s  fo r  C a r ib b e a n  
c o u n tr ie s  a re  e n e rg y  a n d  la b o u r  m o v e m e n t. C o u n tr ie s  sy s te m a tic a lly  d e m a n d  sp e c ia l an d  
d if fe re n tia te d  t re a tm e n t in  th e  W T O  a n d  m a n ife s t  in c re a s in g  c o n c e rn  w ith  th e  p ro g re s s iv e  
e lim in a tio n  o f  p re fe re n c e s  u n d e r  th e  C o to n o u  A g re e m e n t.

J) North-America Free Trade Area (NAFTA)

T h e  N o r th -A m e r ic a  F re e  T ra d e  A re a  (N A F T A ) w a s  c re a te d  in  D e c e m b e r  1992  b y  
C a n a d a , M e x ic o  a n d  th e  U n ite d  S ta te s  o f  A m e r ic a  a n d  h a s  b e e n  in  o p e ra tio n  s in c e  J a n u a ry  
1994 . I ts  o b je c tiv e  is  to  c re a te  a  f re e  tra d e  a re a  a m o n g  th e  th re e  N o r th -A m e r ic a n  c o u n trie s .

M o s t  im p o r t  ta r if f s  a n d  o th e r  r e s tr ic tio n s  to  tra d e  a m o n g  th e  U S , C a n a d a  an d  
M e x ic o  w e re  e lim in a te d  o v e r  th e  f ir s t  te n  y e a rs  o f  im p le m e n ta tio n . T h e  a v e ra g e  M e x ic a n  
fe ll f ro m  a b o u t 12 p e rc e n t  in  1993 to  1.3 p e rc e n t  b y  2 0 0 1 , w h e re a s  U S  ta r if f s  o n  M e x ic a n  
p ro d u c ts  fe ll f ro m  2  p e rc e n t  to  0 . 2  p e rc e n t2.

M a n y  d is to r tio n s  re m a in , n e v e r th e le s s . S o m e  ta r i f f  q u o ta s  fo r  s e n s itiv e  a g ric u ltu ra l 
p ro d u c ts  a re  to  b e  e lim in a te d  o n ly  in  2 0 0 8 , a n d  a ll m e m b e r  c o u n tr ie s  h a v e  c o n tin u e d  to  u se  
a n ti-d u m p in g  a n d  c o u n te rv a ilin g  d u tie s  a c c o rd in g  to  th e ir  o w n  n a tio n a l tra d e  law s.

S in c e  N A F T A  p ro v is io n s  g o  b e y o n d  tra d e  is su e s  a n d  a f fe c t in v e s tm e n t f lo w s , tra d e  
in  se rv ic e s , g o v e rn m e n t p ro c u re m e n t, e n v iro n m e n ta l p o lic ie s  p ro te c tio n  to  in te lle c tu a l 
p ro p e r ty  r ig h ts  a n d  o th e r  d im e n s io n s  th is  h a s  im p o se d  a  n u m b e r  o f  sh o c k s  o n  th e  M e x ic a n  
e c o n o m y  a n d  fo rc e d  i t  to  c lo se  a d h e re n c e  to  th e  b u s in e s s  c y c le  o f  th e  U S  e c o n o m y .

S o m e  s tu d ie s  (su c h  as B a u m a n n  a n d  F ra n c o  2 0 0 2 )  h a v e  a lso  fo u n d  in d ic a tio n  th a t  
N A F T A  h a s  le d  to  tra d e  d iv e rs io n , n e g a tiv e ly  a f fe c tin g  e x p o rts  f ro m  o th e r  L a tin  A m e ric a n  
c o u n tr ie s  in to  th e  U S  m a rk e t

N A F T A  d iffe rs  f ro m  th e  o th e r  in it ia tiv e s  l is te d  a b o v e  in  th a t  i t  a im s  e x c lu s iv e ly  a t 
c re a tin g  a  f re e  tra d e  a rea , w ith  n o  fu r th e r  o b je c tiv e s  re la te d  to  d e v e lo p m e n t, e v e n  th o u g h  
th e  n e g o tia te d  a g e n d a  g o e s  b e y o n d  p u re ly  tra d e  issu es .

2 Tariffs in the bilateral trade between the US and Canada have been low since their signing of the US-Canada 
FTA in 1989.
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D e s p ite  a ll th e s e  re g io n a l in te g ra tio n  a g re e m e n ts , in tra - re g io n a l tra d e  in  L a tin  
A m e r ic a  is  s till re la tiv e ly  lo w  w h e n  c o m p a re d  to  E u ro p e a n  s ta n d a rd s  (T a b le  1) ), a n d  sh o w  
v a r ie d  tra je c to r ie s  a n d  d if fe re n t  in te n s itie s  a m o n g  d if fe re n t  in te g ra tio n  e x e rc ise s . T h e  m o s t 
p ro n o u n c e d  in c re a s e  in  th e  sh a re  o f  re g io n a l e x p o r ts  w a s  e x p e r ie n c e d  b y  M E R C O S U R  
u n til th e  la te  1 9 9 0 s w h e re a s  th e  m o s t  s ig n if ic a n t fa ll in  th a t  sh a re  is  a lso  fo u n d  in  
M E R C O S U R  th e re a f te r .

T a b le  1: T h e  re la tiv e  (% ) im p o r ta n c e  o f  ré g io n a l e x p o r ts  o n  to ta l e x p o rts
1990 1995 1998 2 0 0 0 2 0 0 2 2 0 0 6

L A IA 1 2 .1 17.4 17.2 13.1 11.3 14 .6
A n d e a n  C o m m u n ity 4.1 12.3 14.2 8.5 1 0 . 0 1 0 . 2

M E R C O S U R 8.9 2 0 . 2 25 .3 2 0 .7 11.4 13.5
C A C M 13.9 16.6 18.4 15.7 16.9 17.8
T o ta l L a tin  A m e r ic a  &  th e  C a r ib b e a n 13.9 19.8 2 0 . 2 17.4 15.4 17 .4
E u ro p e a n  U n io n 6 4 .9 6 4 .0 6 3 .2 6 2 .4 61 .8 6 7 .3 *

S o u rces : E C L A C  (2 0 0 6 , 2 0 0 7 )  a n d  w w w .w to .o rg . 
(* )  E U 2 5

3. Diverging Trends in Regional Integration

D u e  to  se v e ra l fa c to rs  -  a m o n g  th e m  th e  d is e n c h a n tm e n t w ith  m u ltila te ra l 
n e g o tia t io n s  a f te r  th e  fa ilu re  o f  th e  S e a ttle  m e e tin g , in  p re p a ra tio n  fo r  th e  D o h a  R o u n d  o f  
th e  W T O  -  th e re  h a s  b e e n  in  m a n y  re g io n s  an  in c re a s in g  n u m b e r  o f  b ila te ra l an d  
p lu r ila te ra l  a g re e m e n ts . T h e y  e s ta b lish  tra d e  p re fe re n c e s  b u t  o f te n  c o m p rise  a lso  d is c ip lin e s  
re g u la tin g  is su e s  th a t  f re q u e n tly  a re  n o t  d ire c tly  re la te d  to  tra d e  is su e s . P ro p e r ty  r ig h ts , 
g o v e rn m e n t p ro c u re m e n t p o lic ie s , c o m p e tit io n  p o lic ie s , e n v iro n m e n ta l is su e s , la b o u r  
p o lic ie s  a n d  o th e rs  a re  o f te n  p a r t  o f  th e  c o m m itm e n ts  re q u ire d  fo r  th e  s ig n in g  o f  th e se  
a g re e m e n ts .

M o re  o f te n  th a n  n o t  th e y  in v o lv e  a  d e v e lo p e d  c o u n try  a n d  o n e  o r  m o re  d e v e lo p in g  
e c o n o m y . In  th e s e  c a se s  th e  d if fe re n tia l  in  n e g o tia tin g  p o w e r  h a s  o f te n  le d  to  an  
e n la rg e m e n t o f  th e  a g e n d a , in v o lv in g  th e m e s  th a t  h a v e  n o t  b e e n  a c c o rd e d  in  W T O  
n e g o tia tio n s . A g re e m e n ts  a m o n g  se ts  o f  d e v e lo p in g  c o u n tr ie s  te n d  to  b e  m o re  fo c u se d  in  
tra d e  c o n c e s s io n s  a n d  e v e n tu a lly  in  c o m p le m e n ta ry  p o lic ie s  re la te d  to  e c o n o m ic  a n d  so c ia l 
d e v e lo p m e n t.

L a tin  A m e r ic a n  a n d  C a r ib b e a n  c o u n tr ie s  a re  n o  e x c e p tio n  a n d  in  f a c t  h a v e  b e e n  
q u ite  a c tiv e  in  p a r tic ip a tin g  in  th is  n e w  w a v e  o f  a g re e m e n ts . A n  in c re a s in g  n u m b e r  o f  
c o u n tr ie s  h a v e  n e g o tia te d  a g re e m e n ts  w ith  c o u n tr ie s  in  o th e r  re g io n s  as  w e ll as w ith  
n e ig h b o u r in g  p a r tn e rs . T h e  p a ra lle lis m  b e tw e e n  th e s e  sev e ra l in te g ra tio n  in it ia tiv e s  a n d  a 
n u m b e r  o f  e x tra - re g io n a l a g re e m e n ts  m ig h t a f fe c t th e  o u tc o m e  o f  re g io n a l in te g ra tio n  
sch e m e s . T a b le  2  i l lu s tra te s  th e  c u r re n t s itu a tio n .
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Table 2: Variable Geometry in Latin America and the Caribbean
(January 2008)

Signed Agreements Present Negotiations

Intra-Regional

LAIA, MERCOSUR, ANCOM,
CACM, CARICOM, NAFTA, ALBA, 
UNASUR, SACN, ACS

MERCOSUR-Chile; MERCOSUR- 
Bolivia
MERCOSUR-Peru; MERCOSUR- 
Colombia, Ecuador, V enezuela

Venezuela-CARICOM; Chile-Bolivia; 
Colombia-CARICOM; Chile- 
Colombia; Bolivia-Mexico; Chile
Ecuador; Colombia-Venezuela; 
Chile-Peru;

Costa Rica-Mexico; CACM- 
Dom.Rep.; CACM-Chile; Costa Rica- 
Trinidad&Tobago; Costa Rica- 
CARICOM; Nicaragua-Mexico; 
Mexico-Guatemala, El Salvador, 
Honduras

CARICOM-Dom.Rep.

Chile-Bolivia; Chile-Venezuela; 
Chile-Colombia; Chile-Mexico; Chile- 
C.America; Chile-Cuba

M exico-Venezuela, Colombia; 
Mexico-Costa Rica; Mexico-Uruguay; 
M exico-Panama

CARICOM -  MERCOSUR
CAN -  Guatemala, El Salvador,
Honduras
Mexico - MERCOSUR

Extra-Regional

Chile -  Canada, USA, EU, EFTA 
Mexico -  USA, Canada, EFTA, UE, 
Japan
CAFTA-Dom.Rep-CACM  
Dom.Rep.-USA; Ecuador - USA 
Costa Rica -  Canada 
Chile-S.Korea;
Chile-New Zealand, Singapore, 
Brunei
MERCOSUR -  India; MERCOSUR- 
Israel;
MERCOSUR-SACU 
Peru -  Canada;
Peru -  USA; Colombia - USA

Ecuador -  USA
MERCOSUR -  European Union 
CACM -  European Union 
CARICOM -  European Union 
CARICOM -  Canada 
Chile-China; Peru -  Thailand 
MERCOSUR -  Persian Gulf 
Countries
Brazil-Morocco; Brazil - Egypt

S o u rce : a d a p te d  f ro m  E C L A C  (2 0 0 6 , p. 84).
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A p a r t  f ro m  th e  p o te n tia l r isk s  in  te rm s  o f  tra d e  d iv e rs io n  im p lic i t  in  th is  w e b  o f  a g re e m e n ts , 
th is  in c re a s in g  s im u lta n e ity  o f  a g re e m e n ts  b r in g s  a b o u t c o s ts  o f  se v e ra l k in d s . T h e y  im p ly  
h ig h e r  a d m in is tra tiv e  co s ts , as  c u s to m  o ff ic ia ls  h a v e  to  d ea l w ith  d if fe re n t ta r i f f  ra te s  fo r  
a n y  g iv e n  p ro d u c t, a c c o rd in g  to  th e ir  g e o g ra p h ic  o rig in . S im u lta n e o u s  a g re e m e n ts  ra is e  th e  
r is k  o f  h a v in g  to  a d o p t m o re  a m b itio u s  n o rm s  th a n  th o s e  a lre a d y  a g re e d  a t  th e  W T O  lev e l, 
a n d  e v e n  m o re  so  i f  th e  n e g o tia tio n s  ta k e  p la c e  b e tw e e n  c o u n tr ie s  o f  m a rk e d ly  d if fe re n t 
e c o n o m ic  s izes: d e v e lo p in g  c o u n tr ie s  a re  m o re  v u ln e ra b le  to  in te re s t  g ro u p s  in  
in d u s tr ia l is e d  g ro u p s . T h e  m u s h ro o m in g  o f  p re fe re n tia l  a g re e m e n ts  m ig h t a lso  n e g a tiv e ly  
a f fe c t th e  v e ry  e x is te n c e  a n d  o p e ra tio n a l c a p a c ity  o f  th e  W T O , b y  w e a k e n in g  its  ro le  a s  a 
ru le r  o f  in te rn a tio n a l t r a d e . 3

U N C T A D  (2 0 0 7 )  h a s  a le r te d  to  th e  fa c t  th a t  a  w e b  o f  p re fe re n tia l  tra d e  a g re e m e n ts  
is  n o t  a  su ff ic ie n t c o n d itio n  to  fo s te r  tra d e . T h e  p o in t  c a n  b e  i l lu s tra te d  b y  th e  A fr ic a n  
e x p e rie n c e . I t  is  w e ll k n o w n  th a t  th e  A fr ic a n  c o n tin e n t d o e s  n o t  sh o w  p a r tic u la r ly  b r il l ia n t  
r e s u lts  w h e n  i t  c o m e s  to  th e  re la tiv e  im p o r ta n c e  o f  re g io n a l tra d e : tra d e  w ith in  th e  M a g h re b  
U n io n , th e  E c o n o m ic  a n d  M o n e ta ry  C o m m u n ity  o f  C e n tra l A fr ic a  a n d  th e  C o m m o n  M a rk e t 
fo r  E a s te rn  a n d  S o u th e rn  A fr ic a  d o e s  n o t  e x c e e d  5 p e r  cen t. In  o th e r  in it ia tiv e s , su c h  as th e  
E c o n o m ic  a n d  M o n e ta ry  C o m m u n ity  o f  C e n tra l A fr ic a  th is  f ig u re  is  le s s  th a n  2  p e r  cen t, 
e v e n  th o u g h  in  o th e rs , l ik e  th e  W e s t  A fr ic a n  E c o n o m ic  a n d  M o n e ta ry  U n io n  re g io n a l tra d e  
re a c h e d  2 6  p e r  c e n t  in  2 0 0 6 .

A c c o rd in g  to  U N C T A D  th e  sm all w e ig h t  o f  in tra - re g io n a l tra d e  in  A fr ic a , d e sp ite  
th e  e x is te n c e  o f  se v e ra l a n d  o f te n  o v e r la p p in g  re g io n a l tra d e  a g re e m e n ts , is  e x p la in e d  b y  
th e  sm all c o u n tr ie s  b e in g  sp e c ia liz e d  in  p r im a ry  c o m m o d itie s , w h e re a s  th e  l ig h t 
m a n u fa c tu re s  so m e  o f  th e m  e x p o r t a re  b a s ic a lly  d e s tin e d  to  th ird  m a rk e ts . Y e t  th e  n u m b e r  
o f  s im u lta n e o u s  a g re e m e n ts  is  re m a rk a b le : U N C T A D  (2 0 0 7 )  in d ic a te s  n o  le s s  th a n  13 
re g io n a l in te g ra tio n  in it ia tiv e s  in  A fr ic a [ , in v o lv in g  v a r io u s  se ts  o f  c o u n tr ie s .

T h e  p ic tu r in g  o f  th e  p re s e n t s itu a tio n  in  L a tin  A m e ric a  m a y  b e  n o t  as  c o m p le x  as in  
A fr ic a , w ith  re g a rd  to  th e  n u m b e r  o f  a g re e m e n ts . B u t  h e re , to o , th e re  is  an  in c re a s in g  w eb  
o f  p re fe re n c e s , as sh o w n  in  F ig u re  1.

L a tin  A m e r ic a n  in te g ra tio n  e x e rc is e s  p re s e n t o n  a v e ra g e  h ig h e r  p e rc e n ta g e s  o f  
re g io n a l tra d e , a n d  th e  d if fe re n c e s  a m o n g  th e m  in  th is  re g a rd  a re  s m a lle r  th a n  in  th e  A fr ic a n  
c o n tin e n t. Y e t  th e  le s s o n  th a t  c o m e s  o u t f ro m  th is  p ic tu r in g  is  th a t  tra d e  a g re e m e n ts  p e r  se 
d o  n o t  n e c e s sa r ily  le a d  to  in c re a se d  tra d e  a m o n g  p a rtie s . O th e r  fa c to rs , su c h  as  th e  
im p le m e n ta tio n  o f  a g re e m e n ts  as w e ll as th e  su p p ly  a n d  d e m a n d  s tru c tu re s  o f  th e  
p a r tic ip a tin g  e c o n o m ie s  h a v e  to  b e  ta k e n  in to  acc o u n t. S o m e  b a s ic  c o n d itio n s  h a v e  to  b e  
m e t so  as to  b e  p o s s ib le  to  e x p lo it  th e  p o te n tia l  e ffe c ts  o f  su c h  a g re e m e n ts  o n  re g io n a l tra d e  
as  w e ll as o n  th e  s tru c tu re s  o f  p ro d u c tio n  a n d  d em an d .

3 See the analysis of Schott (2008) in this volume.
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ALBA/TLP N ic a ra g u a

V e n e z u e la

MERCOSUR

A rg e n tin a
B ra z il

P a ra g u a y
U ru g u a y

C u b a

E c u a d o r
C o lo m b ia

P e ru

C h ile

C o s ta  R ic a  
E l S a lv a d o r  
G u a te m a la  
H o n d u ra s  
N ic a ra g u a

CACM

Guvana

S u rin a m e

CARTCOM

LATA M e x ic o
Other 12 
Countries 

& 6 
Territories

A N C O M

NAFTA

S o u rce : A d a p te d  f ro m  V a il la n t  (2 0 0 7 , p. 15).

E v e n  i f  th e  d if fe re n t  a g re e m e n ts  w e re  c o n c e iv e d  as ‘b u ild in g  b lo c k s ’, le a d in g  to  a 
h ig h e r  d e g re e  o f  fre e  tra d e , th e  m a tte r  fo r  c o n c e rn  w o u ld  s till g o  b e y o n d  th e  e x is te n c e  o f  an  
in c re a s in g ly  c o m p le x  w e b  o f  tra d e  a g re e m e n ts . A c c o rd in g  to  jo in t  w o rk  b y  te c h n ic a l s ta f f  
a t  L A IA , M E R C O S U R  S e c re ta r ia t  a n d  th e  A n d e a n  C o m m u n ity  (C o m u n id a d  A n d in a  de  
N a c io n e s  2 0 0 6 )  th e re  is  a  v e ry  s lo w  c o n v e rg e n c e  to w a rd s  f re e  tra d e  in  th e  re g io n , ta k in g  
in to  a c c o u n t th e  c h ro n o g ra m s  o f  ta r i f f  r e d u c tio n  e s ta b lis h e d  in  th e  v a r io u s  a g re e m e n ts : in  
2 0 0 6  b e tw e e n  3 5 %  a n d  6 0 %  o f  re g io n a l e x p o rts  (v a ry in g  in  a c c o rd a n c e  to  th e  e s tim a tio n  
m e th o d  -  w h e th e r  b y  ta r i f f  lin e s  o r  im p o r t  v a lu e )  w e re  f re e  o f  ta r if fs , w h e re a s  b y  2 0 1 8  
th o s e  p e rc e n ta g e  is  s c h e d u le d  to  re a c h  o n ly  b e tw e e n  6 5 %  a n d  9 5 % .
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E C L A C  (2 0 0 6 )  h a s  a d v o c a te d  th e  im p o r ta n c e  o f  p ro m o tin g  a  fa s te r  c o n v e rg e n c e  
a m o n g  th e s e  p re fe re n tia l  sc h e m e s , as w e ll as  a d o p tin g  c o m m o n  n o rm s  so  a s  to  a v o id  th e  
a d o p tio n  o f  n o n - tra d e  b a r r ie rs  in  re g io n a l tra d e .
A p a r t  f ro m  th e  b a s ic  a rg u m e n t o f  r e d u c in g  tra d e  d is to r tio n s  b y  m e a n s  o f  f re e in g  tra d e  
f lo w s , th e re  a re  (a t  le a s t)  tw o  o th e r  re a s o n s  th a t  s u p p o r t th e  e m p h a s is  g iv e n  to  th e  n e e d  fo r  
p ro m o tin g  fa s te r  c o n v e rg e n c e  o f  th e s e  sch e m e s . F ir s t  is  th e  fa c t  th a t  t a r i f f  p re fe re n c e s  n o w  
c o rre sp o n d  to  an  in c re a s in g  sh a re  o f  tra d e  in  L a tin  A m e ric a n  a n d  C a r ib b e a n  c o u n trie s . 
T a k e n  a s  a  p e rc e n ta g e  o f  to ta l e x p o rts  f ro m  th e s e  c o u n tr ie s  w e  h a v e  th e  s itu a tio n  as 
p re s e n te d  in  T a b le  3.

T a b le  3: T ra d e  P re fe re n c e s  in  L a tin  A m e ric a  a n d  th e  C a r ib b e a n  (%  o f  T o ta l T ra d e )
S e le c te d

Y e a rs
In tra - re g io n a l

P re fe re n c e s
E x tra - re g io n a l

P re fe re n c e s
N o  P re fe re n c e s

1991 8.4 -- 91 .6
199S 1 1 . 2 3 1 .6 S7.2
2 0 0 0 11.7 4 S .6 4 2 .7
2 0 0 S 1 2 .S S 1 .S 3 7 .0
S o u rce : E C L A C  (2 0 0 6 , 2 0 0 7 ).

O v e r  tw o - th ird s  [o f  to ta l tra d e  b y  L a tin  A m e ric a n  a n d  C a r ib b e a n  c o u n tr ie s  a re  d o n e  
o n  th e  b a s is  o f  so m e  ty p e  o f  in tra -  o r  e x tra - re g io n a l p re fe re n tia l  m a rk e t a cc e ss . R e d u c in g  
th e  d isp a r it ie s  lik e ly  to  b e  fo u n d  in  th e  o v e r la p p in g  p re fe re n c e  sc h e d u le s  m ig h t c o n tr ib u te  
to  s tim u la tin g  re g io n a l trad e .

F u r th e r , re g io n a l in te g ra tio n  sc h e m e s  fa v o u r  th e  e x p o r ts  o f  p ro d u c ts  w ith  h ig h e r  
v a lu e -a d d e d . F o r  in s ta n c e , in  2 0 0 4  th e  c o m p o s itio n  o f  th e  e x p o r t b i l ls  o f  th e  v a r io u s  
in te g ra tio n  sc h e m e s  w e re  as sh o w n  in  T a b le  4.

T a b le  4: P ro d u c t  G ro u p s  in  In tra -R e g io n a l a n d  E x tra -R e g io n a l T ra d e
In tra  R e g io n a l E x tra  R e g io n a l

R a w  M a te r ia l M a n u fa c tu re s R a w  M a te r ia l M a n u fa c tu re s
A n d e a n  C o m m u n ity 14.3 SS.7 64 .3 3S .7
M E R C O S U R 16.2 S3.S 32 .3 6 7 .7
C A C M U .8 84 .2 2 1 .7 78 .3
C A R IC O M 2 1 . 6 7 8 .4 4 4 .4 SS . 6

S o u rce : E C L A C  (2 0 0 6 ).

T o  th e  e x te n t th a t  p o lic y -m a k e rs  c o n s id e r  i t  d e s ira b le  to  in c re a se  th e  d e g re e  o f  
in d u s tr ia lis a tio n  o f  th e  p ro d u c ts  e x p o r te d  b y  L a tin  A m e ric a n  a n d  C a r ib b e a n  c o u n tr ie s  i t  is  
w o r th  d e v e lo p in g  th e  re g io n a l m a rk e t, s till th e  m a in  m a rk e t  fo r  m a n u fa c tu re d  p ro d u c ts . 
R e d u c e d  d isp a r it ie s  in  p re fe re n c e s  w o u ld  in  p r in c ip le  e n la rg e  su c h  m a rk e t. T h e  a rg u m e n t 
is, h o w e v e r , n o t  f re e  f ro m  c ritic ism : in tra - re g io n a l tra d e  b e in g  m o re  in te n s iv e  in  p ro d u c ts  
w ith  h ig h e r  v a lu e  a d d e d  m a k e s  it  m o re  se n s ib le  to  th e  b u s in e s s  c y c le , a d d in g  to  th e  p r ic e  
v o la ti l i ty  o f  c o m m o d itie s  e x p o r te d  to  th ird  c o u n tr ie s .

T h is  p e rc e p tio n  o f  re g io n a l a g re e m e n ts  h a v in g  d if fe re n t  im p a c t  o n  v a r io u s  sec to rs , 
c o u p le d  to  th e  c h a lle n g e  o f  p u rs u in g  in tra -  a n d  e x tra - re g io n a l n e g o tia tio n s  a t  th e  sa m e  tim e , 
le a d s  to  a  d is c u s s io n  o f  w h a t a re  th e  a rg u m e n ts  fo r  p ro m o tin g  re g io n a l in te g ra tio n . L a tin
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A m e r ic a  h a s  a  lo n g  t ra d it io n  o f  a d v o c a tin g  fo r  in te g ra tio n . B u t  th e  a rg u m e n ts  su p p o r tin g  
th is  v ie w  h a v e  c h a n g e d  o v e r  tim e , as  sh o w n  in  th e  n e x t  sec tio n .

4. The Changing Rationale for Regional Integration in the Americas

T h e  d e b a te  o n  th e  ty p e s  o f  re g io n a l a g re e m e n ts  h a s  b e e n  re v iv e d  re c e n tly  in  th e  
c o n te x t o f  th e  d is c u s s io n  a b o u t th e  id e a l a g e n d a  fo r  th e  n e g o tia tio n s  o f  a  F re e  T ra d e  A re a  
fo r  th e  A m e ric a s  (F T A A ). A s  D e v lin  a n d  G io rd a n o  (2 0 0 4 )  h a v e  p u t  it, th e  q u e s tio n s  
in v o lv e d  an  o p tio n  b e tw e e n  w h a t  th e y  h a v e  c a lle d  th e  ‘o ld ’ a n d  th e  ‘n e w ’ re g io n a lism , th e  
fo rm e r  b e in g  e s se n tia lly  c o n c e rn e d  w ith  an  im p o r t  su b s ti tu tio n  a p p ro a c h , w ith  th e  
n e g o tia tin g  a g e n d a  c e n tre d  o n  tra d e  is s u e s  a n d  c o n c e s s io n s  to  b e  g ra n te d  in  a  g ra d u a l p ace . 
T h e  ‘n e w ’ re g io n a lis m  w o u ld , in  c o n tra s t, b e  fa r  m o re  a m b itio u s , w ith  a  m u c h  b ro a d e r  
n e g o tia tin g  a g e n d a , c o m p ris in g  d isp u te  s e tt le m e n t m e c h a n ism s , c o m p e tit io n  p o lic ie s , an d  
g o v e rn m e n t p ro c u re m e n t c r ite r ia , a m o n g  o th e rs .

T h e  o p tio n  b e tw e e n  an  ‘o ld ’ a n d  a  ‘n e w ’ a p p ro a c h  w o u ld  d e te rm in e  th e  p a c e  a n d  
th e  ty p e  o f  n e g o tia tio n  th a t  m ig h t  h a v e  ta k e n  p la c e  h a d  th e  F T A A  p ro je c t  n o t  b e e n  k ille d  b y  
p re c ise ly  a  m is m a tc h in g  o f  p e rc e p tio n s  in  th is  re g a rd .

P a r t  o f  th e  d if f ic u ltie s  in  d e a lin g  w ith  th is  is su e  s te m  fro m  th e  la c k  o f  c la r ity  o f  w h a t 
ro le  m ig h t  b e  e x p e c te d  to d a y  f ro m  re g io n a l tra d e  a g re e m e n ts , g iv e n  th a t  a  n u m b e r  o f  
c irc u m s ta n c e s  in  th e  in te rn a tio n a l sc e n a r io  a f fe c t -  in  an  u n p re c e d e n te d  m a n n e r  -  th e  
p o te n tia l  o u tc o m e  o f  re g io n a l in te g ra tio n  e x e rc ise s .

T h e  id e a  o f  c re a tin g  a  c o m m o n  m a rk e t  to  f a c ili ta te  in d u s tr ia l iz a t io n  in  th e  r e g io n  -  
b y  m e a n s  o f  e n la rg in g  th e  d o m e s tic  m a rk e ts  a n d  th e re fo re  a llo w in g  fo r  g a in s  f ro m  
p ro d u c tiv e  p la n ts  o f  la rg e r  sc a le  -  h a s  b e e n  p re s e n t  in  th e  re a s o n in g  a b o u t re g io n a l 
in te g ra tio n  b y  so m e  th in k  ta n k s  su ch  as E C L A C  s in c e  th e  la te  1940s.

T h e  f ir s t  s tep s  to  re a liz e  th is  id e a  w e re  ta k e n  in  C e n tra l A m e ric a , w h e re  a lre a d y  in  
1951 th e  b a s is  fo r  w h a t  la te r  b e c a m e  th e  C A C M  w a s  e s ta b lish e d . In  th e  1 9 5 0 s a n d  196 0 s 
th e  p e rs p e c tiv e  o f  re c u r re n t b a la n c e  o f  p a y m e n ts  d ise q u ilib r ia , r e d u c in g  th e  a c c e s s  to  
im p o r te d  c a p ita l g o o d s , re q u ire d  fo r  m a k in g  v ia b le  th e  p r io r ity  g iv e n  to  in d u s tr ia liz a tio n , 
r e in fo rc e d  th e  d e m a n d  fo r  re g io n a l in te g ra tio n  (B a u m a n n  2 0 0 0 ). T h e  a p p ro a c h  w a s  th a t  
tra d e  p re fe re n c e s  sh o u ld  b e  g ra n te d  g ra d u a lly , so  as  n o t  to  d is tu rb  th e  ( lim ite d )  a c c e ss  to  
c a p ita l g o o d s . M o re o v e r , th o s e  p re fe re n c e s  sh o u ld  b e  g ra n te d  to  th e  h ig h e s t  p o s s ib le  
n u m b e r  o f  c o u n tr ie s  in  th e  re g io n , w ith  d if fe re n tia l tre a tm e n t g iv e n  to  s m a lle r  e c o n o m ie s  
(E C L A C  1952 , 1959). T h is  re a s o n in g  b e c a m e  th e  b a s is  fo r  th e  c re a tio n  -  in  1960  -  o f  
L A F T A .

T h e  1 9 7 0 s w e re  a  p e r io d  o f  v e ry  lo w  in te re s t  in  re g io n a l in te g ra tio n  in  L a tin  
A m e ric a . D if f ic u lt ie s  c o m p rise d  th e  p a y m e n t c o n s tra in ts  fo llo w in g  th e  f ir s t  o il sh o ck , 
l im ita tio n s  im p o s e d  b y  th e  d e c is io n  p ro c e s s  in  L A F T A  a n d  -  n o  le s s  im p o r ta n t  -  th e  fa c t  
th a t  se v e ra l c o u n tr ie s  in  th e  re g io n  h a d  m ilita ry  g o v e rn m e n ts , n o t  q u ite  p ro n e  to  m a k e  
c o n c e s s io n s  th a t  a f fe c t n a tio n a l so v e re ig n ty .

T h e  se c o n d  o il c r is is  p lu s  th e  d e b t c r is is  im p o s e d  a  s h o r ta g e  o f  fo re ig n  c u rre n c ie s  to  
m o s t  L a tin  A m e r ic a n  c o u n tr ie s . R e d u c e d  tra d e  p e rfo rm a n c e , c o u p le d  to  id le  c a p a c ity  in  
so m e  c o u n tr ie s  a n d  e x c e ss  d e m a n d  in  o th e rs  le d  to  re g io n a l in te g ra tio n  g a in in g  m o m e n tu m  
in  th e  p o lit ic a l  a g e n d a  o f  th e  r e g io n  s in c e  th e  m id -1 9 8 0 s  (C E P A L  1994).

In  th is  n e w  e ra  re g io n a l in te g ra tio n  w a s  se e n  a s  n o t  o n ly  a  m e a n s  to  w id e n  d o m e s tic  
m a rk e ts  a n d  a llo w in g  fo r  sca le  g a in s , b u t  i t  a lso  p ro v e d  a  w a y  o u t o f  c rise s : re g io n a l tra d e
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m a k e s  i t  p o s s ib le  in  th e  sh o r t ru n  to  u se  in s ta lle d  c a p a c ity , a n d  c le a r in g  sc h e d u le s  a d o p te d  
b y  c e n tra l b a n k s  in  th e  re g io n  a llo w e d  fo r  re g io n a l tra d e  w ith  le s s  n e e d  o f  s c a rc e  fo re ig n  
c u rre n c ie s . F u r th e rm o re , in  th e  lo n g  ru n  w h a t  m a k e s  in te g ra tio n  s u s ta in a b le  is  n o t  th e  
u n lim ite d  e lim in a tio n  o f  tra d e  b a rr ie rs , b u t  r a th e r  th e  e ffo r ts  to  c o m p le m e n t p ro d u c tiv e  
s tru c tu re s , so  in te g ra tio n  e x e rc is e s  sh o u ld  b e  se e n  as a lso  a  to o l fo r  th e  c re a tio n  o f  c o m m o n  
e c o n o m ic  sp aces . L a s tly , b e c a u s e  th e  re n e w e d  in te re s t  in  re g io n a l in te g ra tio n  to o k  p la c e  a t 
th e  sa m e  tim e  th a t  m o s t e c o n o m ie s  a d o p te d  m o re  l ib e ra l tra d e  p o lic ie s  as a  m e a n s  to  f ig h t 
in f la tio n , n o t  o n ly  th e  in te g ra tio n  p ro c e s s e s  sh o u ld  b e  d e s ig n e d  in  su c h  a  w a y  to  b e  
c o m p a tib le  w ith  m u lti la te ra l  o p e n in g  ( th e  so -c a lle d  ‘o p e n  re g io n a lis m ’, w ith  re g io n a l 
a g re e m e n ts  b e in g  ‘b u ild in g  b lo c k s ’ to  m u ltila te ra lism ) , b u t  e x p o r ts  to  n e ig h b o r in g  c o u n tr ie s  
sh o u ld  b e  se e n  as  a  ‘le a rn in g  p ro c e s s ’, b y  w h ic h  p ro d u c e rs  c o u ld  g a in  e x p e r ie n c e  th a t  
w o u ld  la te r  m a k e  th e m  a b le  to  try  a n d  e x p lo re  m o re  so p h is tic a te d  m a rk e ts  (E C L A C  1984; 
C E P A L  1985).

T h e  1 9 9 0 s  -  th e  ‘d e c a d e  o f  th e  r e fo rm s ’ in  L a tin  A m e r ic a  -  a d d e d  n e w  a rg u m e n ts  to  
th o s e  a lre a d y  lis te d . T h e  e c o n o m ic  re a s o n in g  in  th e  9 0 s  s tre s se d  c o m p e tit iv e n e s s . T h e re  a re  
a d d itio n a l b e n e f i ts  s te m m in g  f ro m  re g io n a l in te g ra tio n  in  th a t  i t  a llo w s  fo r  th e  r e d u c tio n  o f  
u n p ro d u c tiv e  re n ts  re la te d  to  la c k  o f  c o m p e tit iv e n e s s , a ffe c ts  e x p e c ta tio n s  o f  d o m e s tic  a n d  
fo re ig n  in v e s to rs , r e d u c e s  tra n s a c tio n  co s ts , in c re a s e s  p ro d u c tiv e  e ff ic ie n c y , th e re fo re  
c o n tr ib u tin g  to  p r ic e  s ta b ility  a n d  fa c ili ta tin g  th e  a b s o rp tio n  o f  te c h n ic a l p ro g re s s  b y  
s tim u la tin g  le s s  v e r tic a l p ro d u c tiv e  p ro c e sse s , su b -c o n tra c tin g  o f  s m a lle r  f irm s  a n d  th e  
e m p lo y m e n t o f  q u a lif ie d  w o rk e rs . T h e  l ib e ra liz a tio n  o f  re g io n a l tra d e  sh o u ld  a lso  p ro v id e  
su p p o r t to  in tra - in d u s try  sp e c ia liz a tio n , g iv e n  th a t  th e  p ro d u c ts  tra d e d  w ith in  th e  re g io n  
te n d  to  b e  m o re  te c h n o lo g y - in te n s iv e  th a n  th e  e x p o r ts  to  th e  re s t  o f  th e  w o rld . A c c o rd in g  to  
th e  n e w  th in k in g , th e  b e n e f its  o f  in te g ra tio n  g o  e v e n  fu r th e r , b y  a ffe c tin g  p o s it iv e ly  th e  
e c o n o m ic  a n d  in s ti tu tio n a l e n v iro n m e n t: jo in t  in f ra s tru c tu re  p ro je c ts , as  w e ll as jo in t  
in it ia tiv e s  in  a re a s  su c h  as e d u c a tio n  a n d  d e v e lo p m e n t o f  c a p ita l m a rk e ts  h a v e  w id e s p re a d  
e ffe c ts  (E C L A C  1994).

T h e re  w e re , h e n c e , in  th e  19 5 0 s, 1960s, 1 9 8 0 s a n d  1 9 9 0 s c le a r ly  id e n tif ia b le  
a rg u m e n ts  in  f a v o u r  o f  p o lic ie s  s tim u la tin g  re g io n a l in te g ra tio n . In  th e  y e a rs  2 0 0 0 s , 
h o w e v e r , n e w  o v e ra ll c o n d itio n s  im p o se  a  c h a lle n g e  in  try in g  to  id e n tify  c le a r  a rg u m e n ts  
fo r  in te g ra tio n .

F ir s t ,  th e  o u tc o m e  o f  tra d e  c o n c e s s io n s  is  a f fe c te d  b y  th e  in te rn a tio n a l m o v e m e n t o f  
c a p ita l; h e n c e  tra d e  l ib e ra liz a tio n  c a n  n o t  b e  th o u g h t o f  in d e p e n d e n tly  o f  th e  p o lic ie s  
to w a rd s  th e  c a p ita l a c c o u n t. T h is  is  p a r tic u la r ly  r e le v a n t  in  a  c o n te x t  su c h  as th e  L a tin  
A m e ric a n , w h e re  th e re  h a s  b e e n  li ttle  i f  an y  m a c ro e c o n o m ic  c o o rd in a tio n .

S eco n d , re g io n a l n e g o tia tio n s  ( th e  re g io n a l a g e n d a )  sh o u ld  g o  b e y o n d  th e  tra d e  
d im e n s io n : th e re  is  an  in c re a s in g  n e e d  to  d ea l, fo r  in s ta n c e , w ith  d e v e lo p m e n t f in a n c in g  
a n d  in f ra s tru c tu re  th e m e s , su c h  as e n e rg y , e n v iro n m e n ta l p o lic ie s  a n d  w a te r  su p p ly , n o t  to  
sp e a k  o f  m e a s u re s  to  im p ro v e  f in a n c ia l c o o p e ra tio n . 4  W h a t is  n o t  c le a r , h o w e v e r , is  w h ic h  
n o n - tra d e  to p ic s  sh o u ld  b e  in c lu d e d  in  th e  n e g o tia tio n s . T h e  p e rc e p tio n  o f  w h a t is  re le v a n t 
a n d  w h a t  is  a  se n s ib le  is su e  in  th is  re g a rd  v a r ie s  s ig n if ic a n tly  a m o n g  d if fe re n t  e c o n o m ie s . 
T h is  ca n  b e  a  m a jo r  c o n s tra in t  in  p a r t ic u la r  w h e n  a  g iv e n  re g io n a l a g re e m e n t is  fo rm e d  b y  
c o u n tr ie s  w ith  v e ry  d if fe re n t e c o n o m ic  c o n d itio n s .

4 See the contribution by Pommerleano (2008) in this volume.
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T h ird , in te rn a tio n a l n e g o tia tio n s  a re  in  e v e ry  c o u n try  an  a ttr ib u te  o f  th e  e x e c u tiv e  
p o w e r, th e  o n e  w ith  th e  m e a n s , s tru c tu re  a n d  e m p o w e rm e n t to  c a rry  o u t su ch  n e g o tia tio n s . 
R e a c h in g  a g re e m e n t b e tw e e n  tw o  c o u n tr ie s  is  e a s ie r  o n  a re a s  re la te d  to  th e  e x e c u tiv e  p o w e r  
th a n  re a c h in g  c o n v e rg e n c e  o n  su b je c ts  th a t  c o n c e rn  th e  le g is la tiv e  a n d  th e  ju d ic ia ry . In  p a r t  
as a  r e s u lt  o f  th is  d if f ic u lty  h a v in g  b e e n  p e rc e iv e d  b y  se v e ra l a g e n ts  in  r e c e n t  y e a rs  th e re  
h a s  b e e n  an  in c re a s in g  d e m a n d  b y  re p re s e n ta tiv e s  o f  th e  le g is la tiv e  an d  ju d ic ia ry  p o w e rs  to  
p a r tic ip a te  (e x -a n te )  in  th e  n e g o tia tio n  p ro c e ss , h a v in g  m o re  a c tiv e  v o ic e  in  th e  d e s ig n  o f  
th e  n e g o tia tin g  s tra teg ie s .

A  b ro a d e r  n e g o tia tin g  a g e n d a  in v o lv in g  v a r io u s  a g e n ts  d e m a n d s  fa r  m o re  in te n se  
e ffo r ts  to  r e a c h  p re v io u s  c o n se n su s  a t a  n a tio n a l le v e l th a n  a  fo c u s e d  a g e n d a . A n d  ev e n  
b ig g e r  e ffo r ts  a re  n e e d e d  to  re a c h  c o n v e rg e n c e  a m o n g  d if fe re n t  c o u n trie s .

B e  i t  as  i t  m a y , th e  re c o rd  o f  re g io n a l in te g ra tio n  in  L a tin  A m e ric a  in  th e  y e a rs  
2 0 0 0 s  sh o w  re la tiv e ly  s lo w  p ro g re ss . T h e re  a re  m a in ly  w e a k  (o r  in e x is te n t)  in s ti tu tio n s , 
sp e c ia lly  w ith  re g a rd  to  e f f ic ie n t d isp u te  s e ttle m e n ts  m e c h a n ism s , an  o v e ra ll a b se n c e  o f  
m a c ro e c o n o m ic  c o o rd in a tio n , l im ite d  t re a tm e n t o f  a sy m m e tr ie s  a n d  o f  n o n - tra d e  
d isc ip lin e s , a ll o f  w h ic h  p ro v id e s  re la tiv e ly  lo w  c re d ib ili ty  to  th e  in te g ra tio n  p u rp o se s .

T h is  is  d u e  in  p a r t  to  th e  fa c t  th a t  re g io n a l in te g ra tio n  ta k e s  p la c e  in  p a ra lle l to  an  
in c re a s in g  n u m b e r  o f  e x tra - re g io n a l p re fe re n tia l  a g re e m e n ts . I t  is  a lso  d u e  to  th e  fa c t  th a t  -  
g iv e n  th e  a m b itio u s  n e g o tia tin g  a g e n d a  in  sev e ra l e x e rc ise s , c o m p ris in g  th e m e s  th a t  d o  n o t 
tr a d itio n a lly  b e lo n g  to  in te g ra t io n  p ro c e s se s , su c h  as c o n s u m e r  r ig h ts , g o v e rn m e n t 
p ro c u re m e n t, c o m p e tit io n  p o lic ie s  a n d  o th e rs  -  th e  d o m e s tic  p o lit ic a l e n v iro n m e n t in  
sev e ra l c o u n tr ie s  is  n o t  c o m p a tib le  w ith  th e  c o n c e s s io n s  re q u ire d  to  fo s te r  in te g ra tio n  
p ro c e sse s .

G iv e n  th e s e  o b s ta c le s , w h a t  a re  th e  e x te rn a l c o n d itio n s  th a t  m ig h t in f lu e n c e  th e  
o u tc o m e  o f  in te g ra tio n  e x e rc is e s  in  th e  p re s e n t  d e c a d e ?  T o  s ta r t w ith , th e  h ig h  m o b ili ty  o f  
in te rn a tio n a l c a p ita l, in  a  c o n te x t w h e re  m o s t c o u n tr ie s  h a v e  o p e n e d  b o th  th e ir  tra d e  an d  
c a p ita l a c c o u n ts , is  a  m a jo r  e le m e n t a f fe c tin g  b ila te ra l  e x c h a n g e  ra te s , th e re fo re  
d e te rm in in g  tra d e  f lo w s  a n d  o u tp u t g ro w th , a n d  h e n c e  a lso  th e  e x p e c ta tio n s  o f  p o te n tia l 
in v e s to rs .

S eco n d , in f ra s tru c tu re  th e m e s  (e n e rg y , tra n s p o r ta t io n  a n d  c o m m u n ic a tio n  in  
p a r tic u la r )  h a v e  to  b e  c o n s id e re d , sh o u ld  L a tin  A m e r ic a n  p o lic y -m a k e rs  in te n d  to  su s ta in  
o u tp u t g ro w th  ra te s  a n d  fo s te r  e c o n o m ic  a n d  so c ia l d e v e lo p m e n t. T h a t b r in g s  a b o u t th e  
re la te d  th e m e  o f  lo n g - te rm  f in a n c in g . T h e se  a re  is su e s  th a t  g o  w e ll b e y o n d  th e  tra d itio n a l 
a g e n d a  b a s e d  o n  tra d e  c o n c e ss io n s . S o m e  in itia tiv e s  h a v e  b e e n  la u n c h e d  to  d ea l w ith  
f in a n c in g , to  b e  c o n s id e re d  in  th e  n e x t  sec tio n . T h e  a s p e c t th a t  c o n c e rn s  u s  h e re  is  th a t  
re g io n a l a g re e m e n ts  a re  e a c h  tim e  m o re  p re s s e d  to  d ea l w ith  th e s e  th e m e s , a n d  c o n v e rg e n c e  
o f  id e a s  a b o u t h o w  to  d ea l w ith  th e m  is  o f te n  sca rce .

T h ird , th e  w e a k e n in g  o f  th e  W T O , in  p a ra lle l to  th e  m u s h ro o m in g  o f  b ila te ra l  a n d  
p lu r ila te ra l  a g re e m e n ts  im p o se  a  c h a lle n g e  to  re g io n a l p re fe re n c e s  in  th a t  th e y  in c re a s e  th e  
p ro b a b ili ty  o f  tra d e  d iv e rs io n , n e g a tiv e ly  a f fe c tin g  re g io n a l trad e . A s  a  c o n se q u e n c e , it  
re d u c e s  th e  m a rg in  fo r  e x p lo itin g  th e  p o te n tia l  th e s e  re g io n a l a g re e m e n ts  m ig h t p ro v id e  as 
a  to o l to  fo s te r  e c o n o m ic  d e v e lo p m e n t v ia  c h a n g e s  in  th e  p ro d u c tiv e  s tru c tu re .

F o u r th , th e  e m e rg e n c e  o f  n e w  a c to rs  in  th e  in te rn a tio n a l sc e n a r io  ( lik e  so m e  A s ia n  
c o u n tr ie s ) , in  p a ra lle l to  th e  w e a k e n in g  o f  so m e  in d u s tr ia liz e d  e c o n o m ie s , ra is e s  th e  
p e rs p e c tiv e  o f  a  n e w  ‘p o lic e n tr is m ’ in  in te rn a tio n a l e c o n o m ic  a n d  p o lit ic a l re la tio n s . T h is  
in c re a s e s  th e  l is t  o f  ‘n a tu ra l c a n d id a te s ’ th a t  L a tin  A m e r ic a n  c o u n tr ie s  sh o u ld  lo o k  fo r  in  
th e ir  se le c tio n  o f  p o te n tia l p a r tn e rs  fo r  b ila te ra l  a g re e m e n ts . T o  th e  e x te n t  th a t  re c e n t
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a g re e m e n ts  in v o lv e  th e m e s  th a t  g o  b e y o n d  p u re ly  tra d e  su b je c ts , th e  a p p ro x im a tio n  w ith  
d if fe re n t p a r tn e rs  a t th e  sa m e  t im e  m ig h t  h a v e  d a m a g in g  e ffe c ts  o n  a  g iv e n  g ro u p  o f  
c o u n tr ie s  p a r tic ip a tin g  in  th e  sa m e  re g io n a l in itia tiv e . F o r  in s ta n c e , in  S o u th  A m e ric a  
M E R C O S U R  h a s  o p te d  fo r  a  S o u th -S o u th  a p p ro a c h , s ig n in g  a g re e m e n ts  w ith  d e v e lo p in g  
e c o n o m ie s  in  o th e r  re g io n s , w h e re a s  m o s t o th e r  c o u n tr ie s  h a v e  p u t  e ffo r ts  in  im p ro v in g  
a c c e ss  to  th e  U S  m a rk e t. A s  m e n tio n e d  e a r lie r , in  th e  A n d e a n  C o m m u n ity  th e  a g re e m e n ts  
n e g o tia te d  b y  C o lo m b ia  a n d  P e ru  w ith  th e  U S  h a v e  m o tiv a te d  th e  e x it  o f  V e n e z u e la  f ro m  
th a t  g ro u p .

F if th , a g re e m e n ts  n e g o tia te d  b y  e a c h  c o u n try  in d iv id u a lly  w ith  th ird  p a r tie s  m ig h t 
d ea l w ith  o n e  sa m e  su b je c t in  d if fe re n t w a y s , le a d in g  to  d if fe re n t  ru le s  th a n  th o s e  p re v a ilin g  
w ith in  th e  re g io n a l a g re e m e n ts .

I t  is , th e re fo re , le s s  c le a r  in  th e  p re s e n t  d e c a d e , as  c o m p a re d  to  p re v io u s  p e r io d s , 
w h a t  e a c h  g ro u p  o f  c o u n tr ie s  c a n  e x p e c t f ro m  re g io n a l p re fe re n tia l  a g re e m e n ts . I t  is  n o t  an  
ea sy  ta s k  w ith in  e a c h  c o u n try  in d iv id u a lly  to  id e n tify  th e  n a tio n a l m o tiv a tio n  to  a d h e re  to  a 
g iv e n  in te g ra tio n  e x e rc ise . I t  is  e v e n  m o re  d if f ic u lt  to  re a c h  c o n se n su s  a m o n g  e c o n o m ie s  
w ith  d if fe re n t p e rs p e c tiv e s  w ith  re g a rd  to  th e ir  p a r tic ip a tio n  in  th e  in te rn a tio n a l scen a rio . 
T h is  is  o n e  o f  th e  m a jo r  s h o r tc o m in g s  in  d e s ig n in g  th e  tra je c to r ie s  fo r  in te g ra tio n  e x e rc is e s  
a n d  h e n c e  o n e  o f  th e  m a jo r  o b s ta c le s  to  e x p lo itin g  th e  p o te n tia l c h a n g e s  in  th e  e c o n o m ic  
s tru c tu re  th a t  th e o ry  w o u ld  a llo w  u s  to  e x p e c t f ro m  re g io n a l in te g ra t io n 5.

D e p e n d in g  o n  h o w  th e y  a re  d e s ig n e d  re g io n a l a g re e m e n ts  ca n  b e  c o n s id e re d  as a 
e sc a p e  v a lv e  to  a  f a il in g  m u lti la te ra l  sy s tem . B u t  th e y  c a n  a lso  b e  ‘b u i ld in g ’ o r  ‘s tu m b lin g ’ 
b lo c k s  to  th e  m u lti la te ra l  sy s tem . B e tt in g  o n  tra d e  a g re e m e n ts  as  a  m e a n s  to  l iv e  in  a  w o r ld  
w ith  m is s in g  m u lti la te ra l  tra d e  ru le s  m ig h t b e  a  r isk y  o p tio n , as  o v e ra ll d is c ip lin e s  m ig h t b e  
r e p la c e d  b y  b ila te ra l  p re ssu re . P e rs p e c tiv e s  o f  a  fa ilu re  o f  th e  D o h a  R o u n d  h a v e  a lre a d y  le d  
to  a  b o o m in g  o f  p re fe re n tia l  tra d e  a g re e m e n ts . T h e  re m a in in g  q u e s tio n  is , h o w e v e r , to  w h a t 
e x te n t th e s e  a g re e m e n ts  a re  su ff ic ie n t c o n d itio n s  to  fo s te r  tra d e . T a k e , fo r  in s ta n c e , 
M e x ic a n  e x p o r ts  to  th e  U S . M e x ic a n  p ro d u c ts  b e n e f i t  f ro m  N A F T A  c o n c e s s io n s ; y e t  th e y  
h a v e  b e e n  lo s in g  sh a re  in  th e  U S  m a rk e t  to  A s ia n  p ro d u c ts . A p p a re n tly  so m e th in g  e lse  is  
re q u ire d , o n  to p  o f  th e  tra d e  p re fe re n c e s .

V o la ti l i ty  o f  c a p ita l f lo w s  is  in d e e d  a  m a tte r  fo r  c o n c e rn . In  a  s itu a tio n  w h e re  i t  h a s  
b e c o m e  c le a r  th a t  su p e rv is io n  a t th e  f in a n c ia l c e n tre s  a re  n o t as e f f ic ie n t a s  o n e  w o u ld  h a v e  
th o u g h t a n d  e x p e c te d  it  to  b e , a n d  e v e n  m o re , in  a  c o n te x t w h e re  n e w  p la y e rs  (su c h  as 
so v e re ig n  fu n d s )  a re  h a v in g  an  in c re a s in g ly  im p o r ta n t  ro le , th is  p o se s  a  c h a lle n g e  to  
m a c ro e c o n o m ic  p o lic ie s  in  d e v e lo p in g  e c o n o m ie s . N e v e r th e le s s , i t  is  n o t  c le a r  to  w h a t 
e x te n t th is  m e a n s  a  c a se  fo r  re g io n a l in te g ra tio n . T h is  se e m s  to  b e  m o re  an  a rg u m e n t fo r  
m o n e ta ry  c o o rd in a tio n , e v e n tu a lly  w ith  th e  fo rm a tio n  o f  c o m m o n  fu n d s  to  p ro v id e  liq u id ity  
in  e m e rg e n c y  s itu a tio n s . A  q u ite  d if fe re n t  ro le  th a n , say , c o n s titu tin g  re g io n a l d e v e lo p m e n t 
f in a n c in g  a g e n c ie s , a  d im e n s io n  m o re  c lo se ly  l in k e d  to  fo s te r in g  ‘re g io n a l e c o n o m ic  
s p a c e s ’ .

N e x t  se c tio n  d isc u s se s  so m e  in itia tiv e s  th a t  h a v e  ta k e n  p la c e  in  L a tin  A m e r ic a  w ith  
re g a rd  to  d e v e lo p m e n t f in a n c in g  m e c h a n ism s  a n d  m o n e ta ry  a n d  f in a n c ia l  c o o p e ra tio n .
5. Does a New Regional Integration Agenda Comprise Monetary Cooperation?

5 Such as trade creation, gains from scale, compensation for the adverse effects of rents created by selective 
restrictions in some sectors and others.
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F in a n c ia l  a n d  m o n e ta ry  c o o p e ra tio n  h a s  b e e n  an  is s u e  in  re g io n a l in te g ra tio n  fo r  
q u ite  so m e  tim e . T h e  o p e n in g  o f  th e  c a p ita l a c c o u n t in  th e  1 9 9 0 s re in fo rc e d  th e  n e e d  fo r  
so m e  jo in t  m e a su re s , as  th e  p o w e r  o f  sm a ll e c o n o m ie s  to  d ea l w ith  m a s s iv e  f lo w s  o f  
in te rn a tio n a l c a p ita l is  v e ry  lim ite d . P o lic y  c h o ic e s  a re  l im ite d  to  a tta c h in g  th e  n a tio n a l 
m o n e ta ry  sy s te m  to  o n e  o f  th e  s tro n g  c u rre n c ie s , to  jo in  fo rc e s  in  re g io n a l g ro u p in g s  b y  
m o n e ta ry  a n d  f in a n c ia l  c o o p e ra tio n  o r  p u rs u in g  a c tiv e  in te rv e n tio n s  in  e x c h a n g e  m a rk e ts  
a n d  a c c u m u la tin g  in te rn a tio n a l re se rv e s  (U N C T A D  2 0 0 7 ).

In  L a tin  A m e r ic a  th e  e x p e r ie n c e  g o e s  b a c k  to  th e  19 6 0 s, w h e n  C e n tra l A m e ric a n  
e c o n o m ie s  c re a te d  a  c le a r in g  h o u se  a n d  in  1969  fo u n d e d  th e  C e n tra l A m e r ic a n  M o n e ta ry  
S ta b iliz a tio n  F u n d  to  f in a n c e  p a y m e n ts  im b a la n c e s . In  1965 L A F T A  e s ta b lish e d  a 
re c ip ro c a l c re d it  a n d  p a y m e n t a g re e m e n t a m o n g  c e n tra l b a n k s . In  1978  th e  A n d e a n  
c o u n tr ie s  c re a te d  th e  A n d e a n  R e s e rv e  F u n d  ( la te r  t ra n s fo rm e d  in to  th e  p re s e n t  F L A R  -  
L a tin  A m e r ic a n  R e s e rv e  F u n d ) . C le a r in g  m e c h a n ism s  a m o n g  C e n tra l B a n k s  p ro v e d  v e ry  
h e lp fu l in  th e  19 8 0 s, as an  in s tru m e n t th a t  a llo w e d  th e  re v iv a l o f  re g io n a l tra d e  in  a  p e r io d  
o f  b in d in g  d o lla r  sh o rta g e . In itia tiv e s  l ik e  th e  A n d e a n  F L A R  a re  seen  as  su c c e ss fu l 
e x a m p le s  o f  b a la n c e  o f  p a y m e n ts  f in a n c in g  th ro u g h  p o o lin g  o f  re se rv e s : in  o v e r  tw e n ty  
y e a rs  o f  o p e ra tio n  i t  h a s  p la y e d  a  ro le  a s  im p o r ta n t  a s  th e  IM F  in  p ro v id in g  re so u rc e s  to  th e  
A n d e a n  c o u n tr ie s  as w e ll a s  in  s u p p o r tin g  th e  s m a lle s t  e c o n o m ie s  o f  th e  re g io n  (E C L A C  
2 0 0 2 ).

L a tin  A m e r ic a  c o u n tr ie s  h a v e  le s s  e x p e r ie n c e  in  e s ta b lis h in g  m e c h a n ism s  fo r  
s ta b iliz in g  e x c h a n g e  ra te s , su c h  as th e  E u ro p e a n  M o n e ta ry  S y s te m  w h ic h  d e v e lo p e d  in to  
th e  E u ro p e a n  M o n e ta ry  U n io n , th e  E a s te rn  C a r ib b e a n  C u rre n c y  U n io n , a n d  th e  C o m m o n  
M o n e ta ry  A re a  in  S o u th  A fric a . A s  a  m a tte r  o f  fac t, v a r ia t io n s  in  b ila te ra l p a r it ie s  h a v e  
s tro n g ly  a f fe c te d  re g io n a l tra d e  w ith in  so m e  g ro u p s  o f  c o u n tr ie s , su c h  a s  in  M E R C O S U R  
in  th e  la te  1990s.

O n e  r e c e n t  in it ia tiv e  w ith  th e  m u ltip le  o b je c tiv e s  o f  d e a lin g  w ith  th e  m is m a tc h in g  o f  
b ila te ra l p a r it ie s  w ith  re g a rd  to  th e  d o lla r , a t th e  sa m e  tim e  re d u c in g  tra n s a c tio n  c o s ts  an d  
h e n c e  fo s te r  re g io n a l tra d e  w a s  a d o p te d  b y  B ra z il  a n d  A rg e n tin a . In  th e  Ja n u a ry  2 0 0 7  
P re s id e n tia l  S u m m it o f  M E R C O S U R  th e  tw o  c o u n tr ie s  a g re e d  o n  th e  u se  o f  d o m e s tic  
c u rre n c ie s  fo r  b ila te ra l  tra d e . I t  is  e x p e c te d  th a t  so m e  2 0 %  o f  b ila te ra l  tra d e  m ig h t b e  
a f fe c te d  a n d  th a t  th e  r e d u c tio n  in  tra n s a c tio n  c o s ts  m ig h t  re a c h  3% . S m a ll a n d  m e d iu m  
e n te rp r is e s  a re  e x p e c te d  to  b e n e f i t  m o s t  f ro m  th is  m e a su re . F ro m  th e  m o m e n t th e  p ro p o sa l 
w a s  m a d e  U ru g u a y  a n d  P a ra g u a y  d e c id e d  to  re m a in  a d o p tin g  th e  U S  d o lla r  fo r  th e ir  
tra n sa c tio n s , so  th a t  th e  in itia tiv e  re m a in s  e s se n tia lly  a  b ila te ra l  a g re e m e n t b e tw e e n  
A rg e n tin a  a n d  B ra z il, to  s ta r t o p e ra tin g  in  2 0 0 8 .

N o  in te g ra tio n  sc h e m e  in  L a tin  A m e r ic a  m e e ts  a t p re s e n t th e  b a s ic  re q u ire m e n ts  to  
fo rm  a  m o n e ta ry  a rea . C A R IC O M  m e m b e rs  a im  a t a d o p tin g  a  c o m m o n  c u rre n c y  b y  2 0 0 9 , 
b u t  th e re  is  s till so m e  w a y  to  g o  in  te rm s  o f  a d ju s tm e n t m e a s u re s  in  th a t  d ire c tio n . Y e t  
re d u c in g  tra n s a c tio n  c o s ts  m ig h t b r in g  a b o u t s ig n if ic a n t re su lts : C h a g a s  a n d B a u m a n n  
(2 0 0 7 )  e s tim a te  th a t  th e  a d o p tio n  o f  a  c o m m o n  c u rre n c y  in  M E R C O S U R  w o u ld  p ro v id e  
g a in s  w o r th  0 .9 %  o f  G D P  o n ly  in  te rm s  o f  th e  re d u c tio n  in  th o s e  co s ts . T h e  p e rs p e c tiv e s  fo r  
a  m o n e ta ry  u n io n  in  M E R C O S U R , h o w e v e r , a re  b leak .

R e c e n t in it ia tiv e s  a re  m o re  re la te d  to  im p ro v in g  lo n g - te rm  f in a n c in g . D e v e lo p m e n t 
f in a n c in g  in  L a tin  A m e r ic a  h a s  b e e n  p re d o m in a n tly  p ro v id e d  b y  th e  W o r ld  B a n k , th e  In te r-  
A m e ric a n  D e v e lo p m e n t B a n k  (ID B ), b y  C A F -A n d e a n  D e v e lo p m e n t C o rp o ra tio n , th e  
C e n tra l A m e r ic a n  E c o n o m ic  In te g ra t io n  B a n k  (C A B E I)  a n d  th e  C a r ib b e a n  D e v e lo p m e n t 
B a n k  (C D B ), a p a r t  f ro m  so m e  n a tio n a l d e v e lo p m e n t b a n k s , su c h  a s  th e  B ra z il ia n  N a tio n a l
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E c o n o m ic  a n d  S o c ia l D e v e lo p m e n t B a n k  (B N D E S ) a m o n g  o th e r  in s ti tu tio n s . T h is  is  n o t  to  
say , h o w e v e r , th a t  re s o u rc e s  a re  a v a ila b le  a t th e  a m o u n t o r  th e  c o s t a n d  te rm  c o n d itio n s  
re q u ire d  to  f in a n c in g  th e  m u c h  n e e d e d  in f ra s tru c tu re  p ro je c ts . T h e re  is  s till a  lo n g  d is ta n c e  
f ro m  an  id e a l s i tu a tio n  a n d  p ro p o s a ls  h a v e  ra n g e d  f ro m  jo in in g  th e  a v a ila b le  re so u rc e s  o f  
e x is tin g  in s ti tu tio n s  to  c re a tin g  n ew , re g io n a l b an k s .

T h e  p ro je c t  o f  a  S o u th e rn  B a n k  (B a n c o  d o  S u l) w a s  in it ia lly  p ro p o s e d  b y  V e n e z u e la  
in  Ja n u a ry , 2 0 0 7 . B ra z il r e a c te d  n e g a tiv e ly  to  th a t  p ro p o sa l. T h e  a rg u m e n t w a s  th a t  c re a tin g  
a  n e w  b u re a u c ra c y  w a s  so m e th in g  to  b e  a v o id e d . I t  w a s  a g re e d  th a t  so m e  m e c h a n ism  is  d u e  
to  h e lp  fo s te r  f in a n c in g  o f  la rg e  p ro je c ts  in  th e  re g io n , th e re fo re  B ra z il  su g g e s te d  m o re  
in te n se  jo in t  o p e ra tio n s  b y  its  N a tio n a l  D e v e lo p m e n t B a n k  (B N D E S ), th e  A rg e n tin e  B a n c o  
d e  la  N a c io n  a n d  th e  V e n e z u e la n  D e v e lo p m e n t B a n k . B ra z il e v e n  in c re a s e d  its  p a r tic ip a tio n  
in  th e  A n d e a n  f in a n c in g  in s ti tu tio n  C A F  w ith  an  a d d itio n a l U S $  2 0 0  m illio n , so  as to  
im p ro v e  p ro je c t  f in a n c in g  in  S o u th  A m e ric a . I t  tu rn e d  o u t, h o w e v e r , th a t  as e a r ly  as in  
M a rc h  2 0 0 7  B ra z il  c h a n g e d  its  p o s it io n  a n d  a c c e p te d  A rg e n t in a ’s in v ita tio n  to  jo in  th e  
n e g o tia t io n s  to  fo rm  th e  S o u th e rn  B a n k .

T h e  S o u th e rn  B a n k  p ro je c t  sh e d s  m o re  d o u b ts  th a n  lig h ts . I t  is  o r ig in a lly  c o n c e iv e d  
a s  a  d e v e lo p m e n t b a n k , to  p ro v id e  f in a n c in g  to  la rg e  p ro je c ts . B u t  i t  is  a lso  o f te n  re fe r re d  to  
as an  a lte rn a tiv e  fu n d  to  th e  IM F  (a s  d if fe re n t f ro m  th e  A s ia n  e x p e r ie n c e , w h e re  th e  
in it ia tiv e s  a re  d e s ig n e d  as c o m p le m e n ta ry  to  th e  m u lti la te ra l  in s ti tu tio n s ) , w ith  le s s  s tr ic t 
c r ite r ia  im p o s e d  o n  m e m b e r  c o u n tr ie s  to  h a v e  a c c e ss  to  its  re so u rc e s . I t  is  n o t  c le a r  a t th e  
tim e  o f  w r it in g  to  w h a t e x te n t le n d in g  w ill ta k e  p la c e  o n  a  c o n c e s s io n a l b a s is , a n d  i f  so  h o w  
th e  B a n k  is  g o in g  to  b e  fu n d e d . T h e  fo rm a l la u n c h in g  o f  th e  B a n k  b y  th e  p re s id e n ts  o f  th e  
p a r tic ip a tin g  c o u n tr ie s  to o k  p la c e  in  D e c e m b e r  2 0 0 7 . I t  re m a in s  to  d e s ig n  its  o p e ra tio n a l 
c h a ra c te r is tic s .

A  p a ra lle l in it ia tiv e  to o k  p la c e  in  Ja n u a ry , 2 0 0 8 . O n  th e  V I  P re s id e n tia l  S u m m it o f  
A L B A  th e  p re s id e n ts  o f  V e n e z u e la , B o liv ia , N ic a ra g u a  a n d  th e  v ic e -p re s id e n t  o f  C u b a  
a n n o u n c e d  th e  c re a tio n  o f  a  B a n k  fo r  A L B A , w ith  an  in itia l c a p ita l o f  U S $  1 b illio n . T h e  
b a n k  sh a ll p ro v id e  c re d it  to  th e  m e m b e r  c o u n tr ie s , a n d  V e n e z u e la  h a s  a sk e d  its  p a r tn e rs  to  
d iv e r t  th e ir  in te rn a tio n a l re s e rv e s  f ro m  th e  U S  in to  th e  A L B A  B an k .

M o n e ta ry  c o o p e ra tio n  a n d  jo in t  in it ia tiv e s  in  f in a n c ia l m a tte rs  in  L a tin  A m e r ic a  a re  
le s s  d e v e lo p e d  th a n  in  o th e r  re g io n s . C o m p a re d  to  E a s t  A s ia , w h e re  o n e  sees  e f fo r ts  to  
d e v e lo p  a  re g io n a l b o n d  m a rk e t  ( fo r  in s ta n c e , th e  A s ia n  B o n d  M a rk e ts  In it ia tiv e , la u n c h e d  
in  2 0 0 3  b y  A S E A N + 3 ), s u rv e illa n c e  m e c h a n ism s  to  d e te c t f in a n c ia l  m a rk e t  in s ta b ili ty , th e  
r e c y c lin g  o f  e x te rn a l su rp lu se s  in to  f in a n c in g  in v e s tm e n t a n d  o th e r  f in a n c ia l c o o p e ra tio n  
in it ia tiv e s  ( lik e  th e  A s ia n  B o n d  F u n d  in it ia tiv e  b y  th e  E x e c u tiv e  M e e tin g  o f  th e  E a s t  A s ia -  
P a c if ic  C e n tra l B a n k s  g ro u p ) , L a tin  A m e ric a  s till h a s  a  lo n g  w a y  to  go . I t  g o e s  w ith o u t 
sa y in g  th a t  th e  lo w  in tra - re g io n a l tra d e  a lso  ra is e s  d o u b ts  a b o u t th e  p ro b a b ili ty  o f  su c c e s s  in  
a d o p tin g  a  c o m m o n  c u rre n c y , in  m o s t g ro u p s  o f  c o u n tr ie s . 6 N a tio n a l  m o n e ta ry  p o lic ie s  a re  
d e f in e d  o n  an  in d iv id u a l b a s is  b y  e a c h  c o u n try  a n d  th e re  is  n o th in g  s im ila r , fo r  in s ta n c e , to  
th e  E a s t  A s ia n  p ro p o sa l o f  a  re g io n a l m o n e ta ry  fu n d , e v e n  th o u g h  th e  L a tin  A m e r ic a n  F u n d  
(F L A R ) h a s  b e e n  in  o p e ra tio n  fo r  th re e  d e c a d e s  n o w  a n d  is  re c o g n iz e d  as h a v in g  
c o n tr ib u te d  s ig n if ic a n tly  in  h e lp in g  A n d e a n  c o u n tr ie s  m e e t fo re ig n  e x c h a n g e  sh o rta g e s ,

6 Also, in the case of Mercosur, the lack of supra-national institutions: it is hard to see how, in an inter
governmental model o f regional integration, can one deal with a common currency. The most successful 
example of regional integration in an inter-governmental model -  the Nordic countries -  has never gone that 
far.
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In itia tiv e s  h a v e  so  fa r  b e e n  c o n c e rn e d  w ith  th e  a v a ila b ili ty  o r  re s o u rc e s  to  f in a n c e  (m o s tly  
in f ra s tru c tu re )  p ro je c ts  a n d  -  e x c e p t fo r  th e  sp e c if ic  e x p e r ie n c e  o f  F L A R o n ly  re c e n tly  h a v e  
e n c o m p a sse d  th e  p o o lin g  o f  re se rv e s  to  d ea l w ith  p a y m e n t c o n s tra in ts .

In  a  c h a n g in g  in te rn a tio n a l e n v iro n m e n t w ith  g lo b a lis e d  f in a n c ia l  m a rk e ts , it  
b e c o m e s  in c re a s in g ly  c le a r  th a t  re g io n a l in te g ra tio n  in it ia tiv e s  c a n n o t fo c u s  e x c lu s iv e ly  o n  
rea l e c o n o m ic  p ro b le m s , b u t  th a t  so m e  k in d  o f  m o n e ta ry  a n d  f in a n c ia l  c o o p e ra tio n  h a s  to  
b e  p a r t  o f  th e  re g io n a l in te g ra tio n  a g en d a . I f  th e  v a r io u s  in te g ra tio n  sc h e m e s  a re  se rio u s  
a b o u t c re a tin g  a  s in g le  m a rk e t, th e n  th e y  w ill a lso  h a v e  to  s tep  u p  c o o p e ra tio n  in  th e  
f in a n c ia l sp h ere . T h is  n e e d  n o t  im p ly  th a t  th e y  w ill h a v e  to  g o  as fa r  as E u ro p e a n  c o u n tr ie s  
a n d  a d o p t a  s in g le  c u rre n c y , b u t  c o m p le te ly  ig n o r in g  is su e s  o f  f in a n c ia l a n d  c u rre n c y  
s ta b ility  is  n o t  a n  o p tio n  e ith e r.

6. Final Remarks

I t  h a s  b e e n  sa id  w ith  re g a rd  to  B r a z i l ’s a p p ro x im a tio n  w ith  its  S o u th e rn  C o n e  
n e ig h b o rs  th a t  th e  r e la tio n  w ith  o th e r  c o u n tr ie s  is  a  m a tte r  o f  c h o ic e , b u t  th e  in te n s if ic a tio n  
o f  l in k s  w ith in  th e  S o u th e rn  c o n e  is  d e s tin y , m e a n in g  th a t  n e g o tia tin g  p ro c e s s e s  in  th is  sub  
re g io n  a re  n o t  d e m a n d -d r iv e n  b u t  a re  u n a v o id a b le .

T h is  a f f irm a tiv e  re f le c ts  to  a  la rg e  e x te n t  th e  v e ry  la c k  o f  c o n se n su s  w ith in  th e  
B ra z il ia n  so c ie ty  w ith  re g a rd  to  th e  im p o r ta n c e  o f  b e in g  p a r t  o f  re g io n a l in te g ra tio n  
sch em es.

B ra z il is , o f  c o u rse , a n  o rig in a l m e m b e r  o f  b o th  L A IA  a n d  M E R C O S U R . H o w e v e r , 
th e  s iz e  a n d  p ro d u c tiv e  d iv e rs ity  o f  th e  B ra z il ia n  e c o n o m y  g iv e s  i t  a  d o u b le  ro le , as  fa r  as 
re g io n a l in te g ra tio n  is  c o n c e rn e d . I t  a ttra c ts  p o te n tia l p a r tn e rs  a im in g  a t im p ro v in g  th e ir  
sh a re  o f  a  la rg e r  m a rk e t. A t  th e  sa m e  tim e , f ro m  th e  B ra z il ia n  p e rs p e c tiv e  i t  is  o n ly  so m e  
p ro d u c tiv e  s e c to rs  th a t  h a v e  c le a r ly  id e n tif ie d  a d v a n ta g e s  in  n e ig h b o u r in g  c o u n tr ie s , so  th a t  
p a r tn e r  c o u n tr ie s  fa c e  s tro n g  re s is ta n c e  in  a c h ie v in g  a d d itio n a l c o n c e s s io n s  as w e ll as  la c k  
th e  c a p a c ity  to  jo in t ly  e x p lo re  e x te rn a l m a rk e ts .

T h is  is  h a rd ly  a  n a tu ra l p a th  le a d in g  to  re g io n a l le a d e rsh ip  a n d  re f le c ts  to  a  la rg e  
e x te n t th e  d if f ic u ltie s  o f  id e n tify in g  c o m m o n  in te re s ts  a m o n g  c o u n tr ie s  o f  m a rk e d ly  
d if fe re n t  e c o n o m ic  s iz e s .T h e  sa m e  lo g ic  -  w ith  p e rh a p s  le s s  in te n s ity  - a p p lie s  to  m o s t 
g ro u p s  o f  L a tin  A m e ric a n  a n d  C a r ib b e a n  c o u n tr ie s . W h a t is  n o t  c lea r , th o u g h , is  h o w  th a t  
d e s tin y  sh o u ld  b e  m e t: w h e th e r  in  te rm s  o f  fo rm a l c o n tra c ts  -  a n d  i f  so , o n  w h a t  b a s is  -  o r  
e lse  in  te rm s  o f  s im p ly  re d u c in g  b a r r ie r s  to  e c o n o m ic  re la tio n s h ip  o f  an y  k in d  a n d  le a v in g  
m a rk e t  fo rc e s  to  o p e ra te  free ly .

T h e  c a se  fo r  re g io n a l in te g ra tio n  a g re e m e n ts  h a s  to  d o  w ith  th e  p e rc e p tio n  th a t  th e re  
m ig h t b e  g a in s  i f  th e  p ro c e s s  o f  a p p ro x im a tio n  is  o r ie n te d  b y  g e n e ric , a g re e d  ru le s , a n d  th a t  
d if fe re n tia te d  c o n c e s s io n s  to  n e ig h b o r in g  c o u n tr ie s  a re  lik e ly  to  g e n e ra te  sp e c if ic  b e n e fits .

G e o g ra p h y  m a tte rs , b u t  is  n o t  a  su ff ic ie n t c o n d itio n . L o o k in g  fo r  su c h  d y n a m ism  o n  
an  e x tra - re g io n a l b a s is  b r in g s  a b o u t a  n u m b e r  o f  q u e s tio n s  a n d  im p o se s  th e  n e e d  fo r  
ju s t i f y in g  th e  e ffo r ts  re q u ire d  to  c o n so lid a te  re g io n a l in te g ra tio n . S tre ss in g  th e  im p o r ta n c e  
o f  s tro n g  e c o n o m ic  lin k s  w ith  n e ig h b o r in g  c o u n tr ie s  c o m p e ls  th e  p a r tic ip a n ts  to  f in d  
c o m m o n  o b je c tiv e s  a n d  a g re e  o n  th e  tra je c to r ie s  to  re a c h  th em .

T h e  lis t  o f  p o te n tia l re a so n s  fo r  p u ttin g  e ffo r ts  in to  b u ild in g  a  re g io n a l a g re e m e n t is  
lo n g  a n d  v a r ie s  a c c o rd in g  to  th e  c irc u m s ta n c e s  o f  e a c h  c o u n try . A  te n ta t iv e  b u t  b y  n o
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m e a n s  e x h a u s tiv e  l is t  w o u ld  c o m p rise  in c re a s in g  m a rk e t a ccess ; a b so rb in g  g a in s  f ro m  
sca le ; fo s te r in g  th e  p ro v is io n  o f  re g io n a l p u b lic  g o o d s ; im p ro v in g  c o m p e tit io n  in  th e  
d o m e s tic  m a rk e t, b y  re d u c in g  o lig o p o lis tic  g a in s ; im p ro v in g  n e g o tia tin g  c a p a c ity  in  
in te rn a tio n a l fo ru m s; c o m p le m e n tin g  th e  d o m e s tic  su p p ly  o f  b a s ic  in p u ts , su c h  a s  e n e rg y  
a n d  w a te r ; r e d u c in g  b ila te ra l  e x c h a n g e  ra te  im b a la n c e s ; im p ro v in g  th e  a ttra c tiv e n e s s  fo r  
p o te n tia l  fo re ig n  in v e s to rs  a n d  o th e rs .

Id e n tify in g  th e  m a in  o b je c tiv e  o r  o b je c tiv e s  is  n o t  a n  e a sy  ta sk , fo r  i t  d e m a n d s  th e  
c o n v e rg e n c e  o f  th e  d if fe re n t p e rs p e c tiv e s  in  e a c h  so c ie ty . F a c il i t ie s  in  th e  a c c e s s  to  e x te rn a l 
f in a n c in g , th e  a ttra c tiv e n e s s  o f  a c q u ir in g  a c c e ss  to  th e  m a in  m a rk e ts  v ia  e x tra - re g io n a l 
a g re e m e n ts  a n d  a  w e a k e n e d  m u lti la te ra l  tra d e  re g u la to ry  sy s te m  o n ly  a d d  m o re  v a r ia b le s  
in to  th is  d e c is io n  p ro c e ss . A  le s s  d y n a m ic  in te rn a tio n a l m a rk e t  w o u ld  a tta c h  fu r th e r  
e le m e n ts  to  b e  c o n s id e re d , to  th e  e x te n t th a t  th e  re g io n a l m a rk e t  c a n  b e  e x p e c te d  to  p a r tia lly  
c o m p e n sa te  fo r  th is  fa ll in  e x te rn a l d em an d .

T h is  a r tic le  h a s  a rg u e d  th a t  th e  a rg u m e n ts  in  f a v o u r  o f  in te g ra tio n  in  L a tin  A m e ric a  
w e re  f a r  m o re  id e n tif ia b le  in  p a s t d e c a d e s  th a n  th e y  a re  to d a y , b e  i t  fo r  th e  in c re a s in g ly  
im p o r ta n t  a lte rn a tiv e  o f  e x tra - re g io n a l p re fe re n c e s , o r  th e  n e e d  fo r  a  m o re  a m b itio u s  
n e g o tia tin g  a g e n d a  o r  e v e n  th e  p ro b a b ili ty  th a t  g lo b a l v a r ia b le s  in f lu e n c e  th e  o u tc o m e s  o f  
in tra - re g io n a l re la tio n s .

T h is  is  n o t  to  say  th a t  re g io n a l in te g ra tio n  is  n o t  im p o rta n t. T h e o ry  a n d  e v id e n c e  
su g g e s t th a t  i t  c a n  b e  in s tru m e n ta l fo r  e c o n o m ic  a n d  so c ia l d e v e lo p m e n t. R e g io n a l 
a g re e m e n ts  m ig h t  b e  an  e sc a p e  v a lv e  in  a  w o r ld  w ith  a  w e a k e n in g  m u ltila te ra l sy s tem ; 
a lte rn a tiv e ly , i f  re g io n a l a g re e m e n ts  a re  ‘b u i ld in g ’ in s te a d  o f  ‘s tu m b lin g ’ b lo c k s  th e y  m ig h t 
b e  h e lp fu l in  r e in fo rc in g  th e  m u lti la te ra l sy s tem . R e g io n a l in te g ra tio n  c a n  a lso  b e  a  m e a n s  
to  p ro v id e  d y n a m ism  a n d  p ro d u c tiv e  so p h is tic a tio n  o f  n a tio n a l p ro d u c tiv e  s tru c tu re , a t th e  
sa m e  tim e  th a t  it  m ig h t su p p ly  re g io n a l p u b lic  g o o d s , a n  im p o r ta n t  to o l fo r  d e v e lo p m e n t.

T h e  p o in t  ra is e d  h e re  is  th a t  o n  th e  b a s is  o f  th e  re c e n t  L a tin  A m e r ic a n  e x p e r ie n c e  
th e  o u tc o m e  is  b e lo w  th e  d e s ira b le  le v e l b e c a u se , a m o n g  o th e r  re a so n s , th e re  is  a  la c k  o f  
c la r ity  in  m a n y  c o u n tr ie s  w ith  re g a rd  to  w h a t ca n  b e  e x p e c te d  f ro m  re g io n a l in te g ra tio n , as 
d if fe re n t  f ro m  a lte rn a tiv e  n e g o tia tio n s .

T h e  p re s e n t d ile m m a  fa c in g  p o lic y -m a k e rs  in  th is  r e g io n  is  th a t  w ith o u t  a  c le a r  v ie w  
a b o u t th e  p u rp o s e  o f  re g io n a l in te g ra tio n  th e  n e g o tia tin g  p ro c e s s e s  la c k  c la r ity  a n d  th e  
o u tc o m e s  a re  lik e ly  to  b e  s lo w  a n d  u n c le a r . M o tiv a tio n  f ro m  a  sh a re d  u n d e rs ta n d in g  c o u ld  
h e lp  to  id e n tify  th e  m e a n s  to  r e a c h  c o m m o n  g o a ls .
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