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Reconciling
subregional
and hemispheric
integration

Juan Alberto Fuentes K, *

This article analyses the type of subregional integration
efforts which could at the same time help to further the
aims of increasing competitiveness, taking advantage of
the opportunities created by the Enterprise for the Ameri-
cas, and progressing towards an open world economy
where mulilateral rules rather than the use of naked
power prevail. In particular, it is argued that subregional
integration can, on the one hand, serve as a precedent for
possible  subsequent non-discriminatory  agreements,
while on the other hand it-can create favourable cond;-
tions for growth based on greater efficiency and competi-
liveness, as well as promoting domestic and foreign
investment.

This dual potential of subregional integration is First
of all explored with regard to trade liberalization, trade
rules, and factor mobility. As well as considering the
potential effects of easing the application of tariff and
non-tariff barriers, an appraisal is made of the possibility
of joint action on matters which have been the subject of
multilateral trade negotiations and negoliations between
the United States and Canada and Mexico, such as
countervailing duties, safeguard clauses, rules on origin,
services, and intellectual property. Firally, some institu-
tional requirements of subregional integration processes
are identified in the light of the above objectives, and the
implications of the process of transition caused by the lib-
eralization due to swbregional and hemispheric integra-
tion are explored.

*Economic Affairs Officer in the Executive Secretarjat of
ECLAC.

Introduction

After a crisis period in which the absence of
general guidelines was compounded by excessive
flexibility, the Latin American and Caribbean
integration process seems to be entering a new
phase combining pragmatism with 1 clearer
sense of direction, stemming primarily from a
quest for international competitiveness. In addi-
tion, there is an awareness of the need to achieve
two seemingly contradictory objectives: building
up a world economy where multilateral rules rather
than the use of naked power prevail, and taking
advantage of the opportunities created by the
Enterprise for the Americas, Subregional integra-
tion could play an important role in reconciling
these dimensions of trade policy by establishing
bases for increasing competitiveness, taking
advantage of hemispheric integration, and making
effective progress towards an open international
€conomy: in other words, it would be a clearly
“outward-oriented” form of economic integration.

The aim of this paper is to identify the types of
subregional integration actions which are conso-
nant with this approach. The countries subject to
this integration are considered to be those already
forming part of groups such as MERCOSUR, the An-
dean Group, the Central American Common Mar-
ket and CARICOM, but the possibility of alternative
groups or the expansion of existing groups is not
ruled out. It should be noted that there are big dif-
ferences between the various groups, reflecting the
growing diversity of the countries which make up
Latin America and the Caribbean.

To begin with, the outstanding issues that need
to be taken into account when secking to further
subregional integration in the light of the above
objectives are identified. Hence, a brief analysis
of the relations between integration (both subre-
gional and hemispheric) and competitiveness is
made, followed by consideration of the links be-
tween integration and multilateralism. This brings
us to the central part of the paper, which, as al-
ready mentioned, consists of the identification of
types of subregional action consonant with the
quest for competitiveness, the exploitation of the
opportunities offered by hemispheric integration, and
progress towards an open and non-discriminatory
world economy. In view of the broader geographic
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scope of hemispheric integration, these are not the
only issues that may need to be negotiated when
establishing a hemispheric free trade zone, but
these areas of common action do seem to cover
most of the issues relevant to subregional integra-
tion itself. At all events, this paper is designed to

provide an introduction to each issue and to serve
as a first approach to the economic criteria on the
basis of which an appraisal in greater depth could
be cattied out for the specific cases of individual
countries or groups of countries in Latin America
and the Caribbean.

Subregional integration and competitiveness

Subregional integration can help to increase com-
petitiveness through its effects on efficiency, the
incorporation of technical progress, and invest-
ment. The relation between these variables and
subregional integration in Latin America and the
Caribbean is described briefly below.

1. Efficiency

Thanks to the unilateral liberalization processes
carried out in Latin America and the Caribbean
since the 1980s, the potential costs of integration
have been reduced, particularly as regards the costs
that the relatively less developed countries would
have to pay by importing goods from their neigh-
bours at higher prices than they would have had to
pay if they had bought them from countries which
were not members of the integration agreements.
Moreover, subregional integration may well permit
intra-regional imports to take the place of goods
previously produced less efficiently on a domestic
basis, which, according to traditional customs
union theory, will favour the consumer and free re-
sources that can be used more efficiently to pro-
duce goods that can compete on regional or
international markets'. Also in line with the fore-
going, it will moreover reduce monopoly rents and
the resultant inefficiency of the improductive
agents associated with them.

'For a discussion of trade creation and diversion at the
hemispheric level, see BCLAC, 1990a. According to this theory,
prior unilateral trade liberalization would reduce the possibility
of diversion of trade, and intra-regional trade liberalization
would result in the creation of more trade.

2. Technological externalities and
technical progress

The integration and liberalization of markets can
expand the effects of innovation by reducing the
mean cost of technological research and develop-
ment, increasing the efficiency and utilization of
specialized inputs or support services, and genera-
ting technological externalities (Baldwin, 1989;
ECLAC, 1990b). Thus, an expanded market would
enable greater benefits to be derived from invest-
ment in rvesearch and development, by taking ad-
vantage of economies of scale and reducing the
cost/sales price ratio. The standardization of regu-
lations would have a similar effect and, together
with the elimination of national barriers to compe-
tition in general, would increase the incentive for
innovation through more intensive interaction
among enterprises and heightened demands on the
part of local consumers, as noted by M. Porter in
the casc of various industrialized countries (Porter,
1990). In addition, integration would create oppor-
tunities for taking advantage of economies of scale
in other activities, including production and mar-
keting, and these could be particularly important in
the case of incipient export industries,

The establishment of an expanded market
could also involve costs for the process of develop-
ment and incorporation of technical progress, due
to the geographical restrictions imposed on liberali-
zation, which would affect one group of coun-
tries, but not others which are the international
source of innovations and of possible technological
externalities deriving from the presence of many
innovators. Since these effects do not depend sole-
ly on the relations between goods markets but also
on the closeness, intensity and nature of the intet-
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action between the economic agents, however,
there would be a possibility of weakening the ne-
gative effects of the discriminatory expansion of
markets by means of institutional arrangements de-
signed to take greater advantage of the positive
effects of geographical and cultural proximity?2,

3. Investment

In the light of the foregoing, three effects of inte-
gration on investment may be identified. Firstly,
assuming that investment is determined by its ex-
pected yield and the cost of obtaining resoutces,
the greater efficiency resulting from the {net) bene-
fits of more efficient resource allocation would re-
sult in increased income which, in turn, would lead

to increased saving and higher levels of invest-
ment. Secondly, both domestic and foreign invest-
ment would increase as a result of the higher yields
deriving from liberalization, deregulation, econ-
omies of scale, innovations, extemalities, and com-
mon standards. Both the former and the latter
effects would help to increase or multiply the bene-
fits due to the better (static) resource allocation,
while the incorporation of technical Progress asso-
ciated with the investment would mean greater
competitiveness. Finally, the expectations created
by an expanded market, offering the possibility of
bigger total profits, would help to increase both
domestic and foreign investment and could give
rise to greater bargaining power vis-a-vis big
foreign firms.

Hemispheric integration and competitiveness

In view of the effects that subregional integration
has on competitiveness, it may be concluded that
hemispheric integration offers possibilities of fur-
ther increasing or extending such effects, thereby
giving rise to the possibility of a mutually favour-
able relation between the two processes. A brief
description is given below of the ways in which he-
mispheric integration could expand the effects of
subregional integration on efficiency, the incorporation
of technical progress, and investment, especially by
giving access to a secure expanded market.

1. Efficiency

Hemispheric integration’s contribution to efficiency
will depend to a considerable extent on the degree of
trade liberalization previously achieved. If there was
already some prior unilateral liberalization, the cost

“The externalities which exist at the local level because of
close and continwous contact between agents of production can
clearly be of the greatest importance, as is shown by the cxperience
of Brazil (technology parks), the United States (Silicon Valley), or
Germany (the Ruhr Valley). The encouragement of local exter-
nalitles can be one of the fundamental bases for integration be-
tween border areas or between small neighbouring couniries such
as those of Central America. With regard to the interaction be-
tween agents of production, externalities and instimtional arrange-
ments in Latin America and the Caribbean, see especially ECLAC
(1990b), pp. 71-73, 110-114 and 164-170.

of obtaining more expensive imports from North
America under the terms of a preferential agreement
with one ot all the members of the North American
Free Trade Agreement (NAFTA) will not be so heavy.
This would be s0 in the case of Mexico. Moreover,
according to traditional theory, benefits would be cb-
tained from the displacement of inefficient Latin
American and Caribbean products by those produced
more efficiently in the member countries of NAFTA,
especially the United States, since this would amount
to the same thing as a unilateral lowering of protec-
tion. This may be considered to be the experience
of Canada, for example, most of whose imports al-
ready came from the United States when free trade
was agreed between the two countries. Thus, it may
be considered that in Canada the benefits derived
from frade liberalization through imports, with
consequent reallocation of resources, were com-
bined with those resulting from more secure access
for Canada’s exports to the United States market™

*G.K. Helleiner makes a comparison of some of the central
arguments used In the negotiation of the free trade agreement be-
tween the United States and Canada with those put forward in
the negotiations between the United States and Mexico, noting
how important assured access to the United States market was
for both those countries. In contrast, Canada attached greater im-
portance to the benefils deriving from the reduction of Canadian
protection (creation of trade), whereas in Mexico the importance
of this effect had already been reduced by the prior unilateral
liberalization. See Helleiner, 1990.
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2. Access to the North American market

The main trading partner of Latin America and the
Caribbean in recent years has been the United
States, which has accounted for rather more than
one-third of the region’s total imports and exports,
albeit with substantial differences from one country
to another (ECLAC, 1990a). The importance of
maintaining open access to this market and further
liberalizing trade with it is clear when it is noted
that although Latin American and Caribbean ex-
ports to it have grown faster than those to other
parts of the world, and at the end of the 1980s the
United States was applying a weighted average ta-
riff of only 2%, that country has been increasing its
non-tariff protection measures in some areas
(ECLAC, 1990a; Gongalves and De Castro, 1989)*.
One of the main benefits of hemispheric integra-
tion would be {0 put a stop to that trend.

At the end of the 1980s, non-tariff barriers
were applied to 18.9% of the region’s total exports
(excluding the Caribbean and Central America),
especially to clothing, iron and steel, yatns, fabrics
and textiles, oilseeds, nuts, and agricultural raw
materials. Argentina, Colombia and Brazil were the
countries most seriously affected by these
measures. Furthermore, the United States has tradi-
tionally been the country which has made most use
of voluntary export restraints, countervailing duties
and anti-dumping measures (Olechowski, 1987), as
well as discriminatory means of exerting pressure
such as Section 301. Easing tariff and non-tariff
barriers, especially in the case of the United States,
could therefore have a decisive effect on exports
and domestic and foreign investment in Latin
America and the Caribbean, although the problems
inherent in an uncertain process of transition or

I

non-guaranteed access could reduce expectations
or even make them negative,

3. Foreign investnent and
technological externalities

If Latin America and the Caribbean could gain as-
sured access to a market as big as that of the
United States, this could warrant particularly fa-
vourable expectations, especially because of the
possibilities this would open up for attracting
foreign investment and giving rise to a far-reaching
continent-wide process of industrial reorganization,
the implications of which are so vast that in reality
they cannot be accurately gauged in advance. In
these circumstances, particular importance would
also be assumed by institutional arrangements be-
tween Latin American, Caribbean and North
American agents which could lead to the gener-
ation and exploitation of technological exter-
nalities, especially with regard to the use of natural
resources and skilled human resources.

However, the region should not wait for the
establishment of an expanded hemispheric market,
although the expectations in this direction would
help stimulate new institutional arrangements. A
significant item in this respect is that the Andean
Group countries, as part of their lines of action vis-
a-vis the Enterprise for the Americas, have adopted
proposals for Andean-American technological re-
search and development projects with business par-
ticipation and for promoting the subcontracting of
research and development projects by United
States organizations to Andean bodies (SELA,
1991a). Such measures would help to stop the “brain
drain” sometimes associated with the integration of
two regions of different levels of development.

Integration and multilateral agreements

GATT’s original proposals with regard to customs
unions and free trade areas were designed to permit

At the same time, tariff graduation results in some disper-
sion around the weighted average fariff of 2%,

these to be compatible with GATT, and according to
traditional economic theory, preferential arrange-
ments can increase the well-being both of the par-
ticipating countries and of nations outside such
agreements (Bhagwati, 1990). The relationship be-



RECONCILING SUBREGIONAL AND HEMISPHERIC INTEGRATION / J.A. Fuentes 103

tween the various integration processes and the
degree of geographical discrimination and its
cffects will consequently depend on the specific
features of the integration processes put into effect.
Thus, for example, if the trade liberalization effects
outweigh those of geographical discrimination, as
posited in the following sections, integration will
contribute to the formation of a less discriminatory
international economy.

Furthermore, the Uruguay Round negotiations
have shown that it is possible for the countries of
the Western Hemisphere as a whole to form fruitful
alliances on issues involving multilateral trade lib-
cralization, as in the case of agriculture. This raises
the possibility of a veritable strategic alliance, with
hemispheric-level negotiations which could serve
as a precedent for the adoption of non-discrimina-
tory multilateral agreements, though they call for
careful analysis in each case.

Thus, the application of safeguard rules in
line with the criteria favoured by the United
States in the case of the North American Free
Trade Area (NAFTA), together with the inten-
tion to cover such issues as subsidies, public
sector purchases and restrictions due to
balance-of-payments problems in the case of
the free trade areas which would form part of
the Enterprise for the Americas in genera1,5
suggest the possible application at the re-
gional or hemispheric level of the trade
measures which were supported by the United
States in GATT but on which it has not been
possible to reach agreement at the multilateral
level, although they could serve as precedents
for subsequent agreements at that level.® In
addition, these areas could include “special
provisions for managing trade and access to
natural resources and natural resource-based
products” (Frechette, 1991).

The emphasis placed by the United States on
liberalizing the trade in services and eliminating

SStatements by Myles Frechette on 12 June 1991: “The
United States considers that the Enterprise for the Americas and
the Uruguay Round are mutually complementary” (Frechette,
1991).

SFrom the point of view of Latin America and the Carib-
bean, as an importing region, another significant precedent could
be the free trade agrecment betweea the United States and Istael,
which includes more severe provisions regarding the use of pro-
tection justified on the grounds of the existence of infant indus-
tries or balance-of-payments problems, See Aminoff, 1991.

restrictions on foreign investment and the commer-
cial exploitation of intcllectual property is also
well known. One argument put forward in favour
of the negotiation of the free trade agreement be-
tween the United States and Canada, for example,
was the possibility of making progress in the estab-
lishment of rules on those matters which, in view
of the slow progress made towards such agree-
ments in GATT, would serve as a precedent for the
establishment of multilateral rules in a subsequent
stage (Schott, 1989).

In view of the foregoing, there is a possi-
bility that the Western Hemisphere may occupy
a kind of spearhead position in multilateral lib-
cralization, which would involve both risks and
opportunities. On the one hand, subregional in-
tegration would help to lay precedents, as in the
case of the agreement between the United
States and Canada, which would favour the po-
sitions of the Latin American and Caribbean
countries at the hemispheric level and would
further the possibility that inter-American inte-
gration could make an effective contribution to
the establishment of a non-discriminatory inter-
national economy in which the application of
rules rather the exercise of power prevails. One
way of achieving this would be through the
use of trade instruments which minimize the
negative effects of discrimination while at the
same time ensuring the benefits resulting
from progress towards situations of greater
liberalization.

On the other hand, due account should be
taken of the multilateral angle and the possibility
of transferring to that level -which is less dis-
advantageous for the weaker countries— the nego-
tiations on issues such as safeguard clauses or
subsidies and countervailing duties, where
there are big differences between the less
discriminatory position held by Latin America
and the Caribbean, on the one hand, and the
more discriminatory position of the United
States on the other. In this sense, it is of the
greatest urgency to make a clear appraisal of
the results of the Uruguay Round and the
possibility that the multilateral agreements on
non-tariff barriers can be applied to trade be-
tween the free trade areas existing in the
American continent.
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Subregional action

Although there will naturally be differences in the
rate of progress of the various subregional integra-
tion schemes, it is reasonable to expect a process of
convergence to facilitate the development of
competitiveness, take advantage of hemispheric in-
tegration, and move towards a non-discriminatory
system of trade and investment. Some of the issues
which could give rise to convergent or common
subregional action to facilitate that process are
identified below. They are grouped under the head-
ings of stabilization, trade liberalization, trade
rules, factor mobility, institutional arrangements,
and the process of transition.

A. The prior stabilization process

A prior condition for promoting a broad integration
process in the medium or long term is that there
should be a certain minimum degree of macroecon-
omic stability. There are three reasons for this.
Firstly, the existence of big imbalances reflects, at
least in part, internal weaknesses with regard to
economic policy which must be overcome if the
countries are to be able to define their priorities
and strategies at the national level; once defined,
these can form the basis for integration agreements
with other countries. Otherwise, these imbalances
will lead to failure to fulfil the commitments
entered into with other countries and will thus
undermine the whole idea of integration. Secondly,
financial imbalances can give rise to variations in
the real exchange rate and reduce the transparency
of the policies applied, thus impeding reciprocal
trade and capital flows. They may also heighten the
differences which exist between countries by lead-
ing to the concentration of foreign investment in
the most stable countries.

Finally, it must be borne in mind that the Enter-
prise for the Americas, as proposed by the United
States, includes elements which unilaterally condition
the eligibility of the beneficiaries. With regard to debt
reduction, in particular, they include some criteria
whose implications with regard to stabilization and
adjustment (as well as foreign investment) arc har-
sher than the terms of the Paris Club (SELA, 1991b).
Although it is not yet clear how the criteria regarding
trade liberalization will be established, the prior

achievement of stabilization would avoid conflicts
over the interpretation of the conditions connected
with this macroeconomic objective.

The foregoing does not mean that joint action
before the achievement of stabilization should be
completely ruled out, but it does mean that stabili-
zation must be the primary focus of attention and
cooperation in the first stage, based on the domes-
tic efforts of each country. An example which may
be mentioned in this connection is that of the
regional action to promote the stabilization of Peru
through the formation of a support group backed
up by a number of Latin American countries both
with individual financial contributions and with
joint contributions made through the Latin Ameri-
can Reserve Fund (FLAR), which took the place of
the former Andean Reserve Fund. Similar action
could be carried out through comparable mechan-
isms in other subregions, as in the case of the Cen-
tral American Monetary Stabilization Fund
(FOCEM). [t would not be necessary to reach
broader macroeconomic cooperation agreements
until progress had been made towards a higher de-
gree of subregional or regional economic interde-
pendence (ECLAC, 1991a).

B. T_‘rade liberalization

Past integration agreements in Latin America and
the Caribbean were generally centered on trade
liberalization through the elimination of tariffs
among the members of the integration group, in-
cluding on occasions agreements for the applica-
tion of a common tariff against third countries.
Although this approach is still used, the current cir-
cumstances justify ~some rethinking of this ap-
proach to take account of real trade flows, the
existence of non-tariff barriers, and relations
with trading partners from outside the continent.
These issues are considered below.

1. Expanded competitive markets

Liberalizing trade between individval Latin Ameri-
can and Caribbean countries and the United States
or NAFTA in general involves liberalizing intra-
regional trade too. Under a hemispheric free trade
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agreement, existing intra-Latin American trade
which had not yet been liberalized could be re-
placed by imports from North America that
benefited from the agreement. This would mean
the diversion of intra-Latin American and Carib-
bean exports in so far as the free trade agreement
with the United States favoured North American
products more than those of Latin America and the
Caribbean.” Eliminating this diversion would
therefore call for the prior liberalization of intra-
Latin American and Caribbean trade.

In the absence of such liberalization of intra-
regional trade as a whole, the trade diversion in
question could be minimized by establishing free
trade among the countries with the biggest intra-
regional trade: an approach which would tend to
coincide with the already existing subregional inte-
gration schemes (table 1) and with the views ex-
pressed in this respect by the United States
Government. It may be noted that trade within each
subregion is greater than trade between the subre-
gions of Latin America and the Caribbean, except
in the case of the Andean Group, whose reciprocal
trade is less important than its imports from the

Table 1
GEOGRAPHICALSTRUCTURE
OF IMPORTS, 1989
(Percentagesy*

Destination:

MERCOSUR Andean o, capicom

Group
Origin:
MERCOSUR 14.1 9.0 2.9 2.8
Andean Group 31 6.6 7.3 4.4
Central American
Common Market
(CACM) 0.0 0.2 9.6 0.6
CARICOM® 0.1 0.2 0.2 . 6.0
Rest of Latin
America and
the Caribbean 3.7 37 83 2.0
United States 23.8 398 38.2 50.9
Rest of world 548 40.5 334 334
Total 100.0 100.0 100.0 100.0

Seurce: Calculated on the basis of ECLAC export data.
Percentages are weighted,
Data for CARICOM eonly cover Jamaica, Trinidad and
Tobago and Barbados.

"It should be borne in mind, however, that such replace-
ment would give rise to the creation of trade if it took place even
though products from both areas had the same treatment.

MERCOSUR countries (particularly Brazil) (table 1),
The operation of subregional or regional payments
and monetary cooperation systems (Fuentes and
Villanueva, 1989, pp. 197-202) and the ¢limination
of the obstacles standing in the way of trade
because of the intra-regional debt,8 would also
help to avoid discrimination against internal
trade in the region on account of foreign exchange
restrictions,

It would not just be a question of establishing
a form of free trade which would have a single,
one-time resource reallocation effect in each subre-
gion, however. It would also be necessary to adopt
common technical rules and standards and con-
sumer protection regulations; rules on competition
which would reduce the incidence of restrictive
trade practices; and regulations, incentives and
taxes designed to preserve the environment and
promote sustainable use of natural resources. This
more demanding internal market, with limited pro-
tection against third countries, could form a basis
for exporting to the rest of the world, and espe-
cially to North America,

2. Non-tariff barriers

Article XXIV of the General Agreement on Tariffs
and Trade provides that free trade areas and cus-
toms unions compatible with GATT are those which
involve the ¢limination of customs duties or other
restrictive trade regulations applicable at least to
the bulk of trade in products originating from the
territories in question. As well as meaning, in the
strict sense, that most or all subregional trade must
be freed from the payment of customs duties, this
also assumes the elimination of non-tariff barriers.

It would be possible to establish a preferen-
tial system of non-tariff barriers, like that used
by the European Community for the developing
countries which are members of the Lomé
agreements, which includes for example the
fixing of more favourable quotas for certain
agricultural products, tuna fish and textiles, or
the more flexible application of rules on
origin and safeguard clauses (Stevens, 1986).
The management of non-tariff barriers, regard-
less of whether they are discriminatory or not,

8See the set of articles in INTAL (1991) on the subject of
proposals for reducing the intra-regional debt,
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howev«zr,9 is administratively a more complex

matter than the management of discriminatory ta-
riffs, and it lends itself to a higher degree of arbi-
trariness, distortions, and pressure by interest
groups. From the moment when subregional mar-
kets are set up, up to the culmination in a lib-
eralized hemispheric market, therefore, it would be
necessary to agree on the total elimination of non-
tariff barriers, even if this were accompanied by
some increase in tariffs in order to facilitate this
transitional process.

3. Common external tariffs

From the point of view of more efficient resource
allocation, a customs union is not necessarily supe-
rior to a free trade area (Robson, 1980, pp. 20-30).
The existence of a first country with lower tariffs
may mean that it can export all or part of its pro-
duction to a second member couniry of the free
trade area, while supplying all or part of its own
needs with imports from the rest of the world. In
the second country, there will be a positive re-
source reallocation effect to the extent that its less
etficient production is replaced by the production
of the first country, while in the latter country the
government will receive greater tax income as a
result of the increase in the country’s imports from
outside the free trade area.

Furthermore, a free trade area would reduce
the possibility of making more expensive imports
in the country with the lowest tariffs, to the extent
that a common external tariff was reflected in
higher (average) levels of protection. At the same
time, it is probable that a free trade area will give
greater flexibility and make it possible to advance
more rapidly in subsequent negotiations with the
North American Free Trade Area or the United
States, particularly if levels of tariff protection are
already low.

The absence of a common external tariff, how-
ever, will encourage smuggling, and as long as the
tariff structures are different and there is a substan-

I practice, it may be very difficult to determine when a
non-tariff barrier is not discriminatory, since there may be
different criteria for defining situations of equivalent treatment.
In the case of quantitative restrictions, in particular, equivalent
treatment may be based on the maintenance of market quotas,
global licenses for importers, impert permils made available to
the first importets who apply for them, or the auctioning of per-
mits or licenses on the free market.

tial proportion of trade among the member coun-
tries of the free trade area, this could give rise to
differentiated levels of protection and incentives
which would favour inefficient allocation of invest-
ments among the countries. Geographical
proximity of the countries would increase the
possibilities of smuggling, while the importance of
a differentiated incentive structure would increase
if the structures of production were similar and
interdependent. Since both phenomena would tend
to be more important among the member countrics
of existing integration groupings,10 There would be
appear to be more justification for the estab-
lishment of a customs union among some of these
countries than at the continental level, since the
distances and differences are greater and reciprocal
trade is on a smaller scale. A common external
tariff would also help to strengthen the image of
joint negotiation, although a free trade area can
also serve as a basis for this type of negotiation.
Various groups have already set precise dates for
the adoption of agreements on common tariffs as
well as on free trade in goods (table 2).

Table 2
SUBREGIONAL INTEGRATION
TARGET DATES
Common Free
external trade
tariff in goods

MERCOSUR 1995 1995
Andean Group 1995 1992
Central American
Common Market 1993 1992
CARICOM 1991 1991

Source: ECLAC (1991b): La evolucidn reciente de los procesos de
integracidn en América Latina y el Caribe (LC/R.992),
Santiago, Chile, 15 April, and data published in the press,

The nearest deadlines are in the case of CARICOM
and the Andean Group, although there have been some
delays with regard to the common external tariff of
CARICOM, on which agreement was due as from 1990,
In Central America, it has been agreed to establish a
common external tariff with a ceiling of 20% and a
minimum of 5% before 31 December 1992,

1%The biggest differences would appear to exist within MER.
COSUR, whete there is some degree of contrast between the scale
and degree of openness of Uruguay and Paraguay on the ope
hand, and Brazil on the other.
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4. Trade with individual member countries of
the North American Free Trade Area
or of the region

Although the formation of subregional groups
might be seen as the only step before integration
with the Uniled States, consideration should also
be given to the possibility of various combinations,
including intermediate or simultaneous stages in
this process. These could involve integration
among existing subgroups or the integration of
subgroups with the North American Free Trade
Area, individual Latin American and Caribbean
countries, or individual member countries of
NAFTA,

Potential examples of the latter approach are
the framework agreement jointly negotiated by the
member countries of MERCOSUR with the United
States, the agreement to set up a free trade area
between Mexico and Central America by 1996, and
the commitments for the establishment of a free
trade area among Mexico, Colombia and Venezuela
for 1992. In the case of adjoining countries, the
tariff levels of the participating countries take on
greater importance, for the reasons already ex-
plained earlier.!!

The recent integration process based on the
establishment of free trade areas shows the desira-
bility of organizing the subregional groupings on a
flexible basis in order, in particular, to facilitate the
entry of new member countries into the existing
groupings. This would also avoid or reduce the
costs due to the proliferation of discriminatory
atrangements and their administration, since all the
countries would have the same sense of direction
aimed at furthering trade liberalization and the
development of the international competitiveness
of the participating countries.

In the case of the countries which are benefi-
ciarics of the Caribbean Basin Initiative, it could
also be important to expand the geographical scope
of their negotiations to include an agreement with
NAFTA. Although they already have some signifi-
cant access to the United States through the special

1t would be possible, for example, to imagine a hypothetical
situation of trade creation in which, celeris paribus, the country or group
of couatries with higher tariffs (such as the Central American counires,
for example) would import products from a member of the customs
union with lower tariffs (Mexico), which ir turn would supply part of its
market through imports from a third country (the United States), without
alf this trade being affected by the application of rules on origin.

preferences they enjoy, the same is not true of the
Central American countries’ trade with Canada or
that of the Central American and Caribbean coun-
tries with Mexico. The agreement between Mexico
and Central America which is scheduled to come
into effect in 1996 could be partially equivalent
(although on a broader scale, since it involves a
free trade area based on a certain degree of recipro-
city) to the preference scheme which Canada al-
ready has with the Caribbean.

Negotiations similar to those of Central Ameri-
ca with Canada and the Caribbean with Mexico
would form a convergent process aimed at estab-
lishing a free trade area involving most of the
Northern Hemisphere American countries. The
small size of these two subregions should facilitate
their entry into NAFTA. This access to the expanded
North American market would at least partly com-
pensate for the erosion in their preferences with the
United States (and also, in the case of the Carib-
bean, with Canada) caused by the establishment of
NAFTA, and it would be an element which should
be given emphasis in the negotiations,!? including
those with the United States aimed at obtaining
greater security and access for the most important
export products of Central America and the Ca-
ribbean, such as textiles, leather goods, sugar and
meal.

In discussing future relations with NAFTA, it
would be desirable to evaluate various access paths
which could assume different forms depending on:
a) the possibility of reaching agreement with all or
some of the members of NAFTA or b) joint or indi-
vidual action by countries seeking to reach agree-
ment with the NAFTA members. Chile could be an
example of individual action whereby, after reach-
ing an initial agreement with Mexico, it would
proceed {0 negotiate an agreement with the United
States or with NAFTA as a whole. The Central
American countries would appear to be following
the same path, but on a collective basis and with a
greater time lag, MERCOSUR and CARICOM would
appear to be favouring joint negotiations with the
United States which could eventually lead to an
agreement with NAFTA. The bargaining power, the

2This could be expected lo give rise to a triangular nego-
tiating effect: the concessions granted by the United States to
Mexico would be linked with the concessions which Mexico
would give to the Central American countries, which would thus

be compensated for the erosion in their preferences with the
United States due to the Mexico-United States agreement.
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speed with which agreement is reached, and the
costs of the transaction will vary in cach case, de-
pending on the path followed, but in all cases the
content of a clause permitting access to NAFTA
would appear to be of fundamental importance.

5. Trade barriers against third countries

The Enterprise for the Americas may be interpreted
as the recognition and desire for consolidation on
the part of the United States of the gradual process
of economic liberalization, including trade liberali-
zation, which has been carried on in most of the
countries of Latin America and the Caribbean.'? It
may be seen as representing a credit which had
hitherto been denied at the multilateral level, des-
pite the pleas of the developing countries in this
respect (Inside U.S. Trade, 1991; Whalley (ed.),
1991, pp. 75 and 76).

An important cost of the hemispheric preferen-
tial trade liberalization agreement would be the
diversion of the flow of imports from outside the
region, which would mean importing North Ameri-
can, Latin American and Caribbean goods that
would cost more than goods from outside the re-
gion, net of tariffs. The greater the margin of pref-
erence given to hemispheric products through
protection against third countries, the higher the
cost of this divetsion, which would also depend on
the proportion of impotts coming from third coun-
tries. Reducing this cost would mean lowering ta-
riffs and/or eliminating non-tatiff barriers affecting
imports from third countries. If this continued to be
difficult to achieve at the multilateral level, this
would justify negotiations with other blocs, pro-
vided these gave due credit for the unilateral lib-
eralization of trade by Latin America and the
Caribbean. It would therefore be necessary for the
subregions and the individual countries of the re-
gion to group themselves together in order to nego-
tiate joinily with other countries or blocs such as
Japan and the European Community,

Table 1 gives a broad idea of the relative mag-
nitude of the cost of diverting trade for each inte-
gration subgrouping in Latin America and the
Caribbean in general. These costs would tend to be

13Accorclin:ug to Myles Frechette, the Enterprise could not
have been conceived without the impressive commitment to
economic reform, liberalization and democracy undertaken in
recent years by each of the Latin American nations (Frechette,
1991).

less, ceteris paribus, in the Central American and
Caribbean countries, where the proportion of im-
ports from outside the region comes to approxi-
mately 33% of total imports, but in the MERCOSUR
countries this proportion is significantly higher,
amounting to some 55% of their total imports. The
Andean Group countries, for their part, would be in
an intermediate position, with a figure of 41%.
This would mean that MERCOSUR, followed by the
Andean Group, would be the groups of countries
which, in view of the higher potential costs of a
discriminatory hemispheric agreement, should have
more interest in negotiating reciprocal trade lib-
eralization agreements with other groups of coun-
tries,

C. Rules affecting trade

The multilateral trade negotiations carried on in
GATT are an illustration of the difficulties en-
countered in reaching agreement on such issues as
subsidies, countervailing duties and safeguard
clauses. They also reflect the growing importance
being attached to environmental issues. At the
same time, the problem of the origin of goods
becomes a central issue in the event of the estab-
lishment of a free trade area. Together, these issues
involve rules which have an increasing effect on
trade, so that it is necessary to define the contribu-
tion that subregional integration should make to
each system of rules. This is dealt with in the
following sections.

1. Subsidies, countervailing duties,
and antidumping practices

The fact that the United States is the country which
most frequently applies countervailing duties to ex-
ports receiving subsidies, the absence of any com-
mon definition of subsidies within GATT (although
there is an international code of conduct on them),
the pressure on fiscal resources, and a certain tend-
ency (o use the threat of countervailing duties
(“harassment™) as a protectionist practice, justify
the view that it is inadvisable to use direct sub-
sidies to promote exports (Finger and Nogués,
1987). A step forward in this direction would be
the elimination of subsidies on Latin Ametican and
Caribbean exports to member countries of subre-
gional groupings, as indeed is already the case in
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such areas as Central America, since this would
avoid conflicts between exporters and domestic
producers and controversies over incentives in the
region (Fuentes and Villanueva, 1989, p, 180).“

The possibility of suffering the application of
countervailing duties would also be reduced if pub-
lic expenditure were channelled towards indirect
subsidies aimed in particular at strengthening
human capital, such as training, advisory assistance
and technical research and development: areas for
regional or subregional action in which significant
economies of scale can be achieved and the recent
arguments in favour of selective stimuli can be ap-
plied.13 At the same time, it would be necessary to
keep up the negotiations on subsidies and counter-
vailing duties in GATT, where the advantages of a
multilateral environment for the weaker countries
are clearly evident. Furthermore, in the negotia-
tions on this issue the confrontation is fundamen-
tally between the United States and the other
countries (including the developing countries,
Japan and the European Community),!8 in contrast
with regional or bilateral negotiations with the
United States, where the region’s negotiating
power might be smaller.

At the same time, it would be necessary to take
into account the possibility that the imports of
Latin American and Caribbean countries might be
affected by subsidies and trade practices warrant-
ing the application of countervailing duties or anti-
dumping practices. This could be particularly
important in the case of agricultural products.
Adopting strict legislation in this matter would be
in keeping with a position calling for the elimina-
tion of subsidies as an export promotion instru-
ment, but it would be necessary to take into
account the effects of this position on consumers
and the possibility that it would merely amount to
yet another instrument of protection. Thus, a

YThe elimination of subsidies which would tend to give
tise to countervailing action st the international level does not
rule out the possibility of granting expont credits, which could
also include subsidized interest rates.

1 refer to the growing academic literature or strategic
trade policy, especially the possible justification of tariffs or
subsidies aimed at developing incipient national indusiries of a
strategic nature and policies for altering the distribution of mon-
opoly gains. See, for example, Kragman, 1987,

SWhile the United States tends to emphasize the need for
discipline with regard to subsidies, the other countries emphasize
this need with regard to countervailing duties.

code on antidumping practices or countervailing
duties applied jointly, as proposed in the case of
MERCOSUR or the Central American Common
Market, while having the advantage that it is an
instrument against the use of subsidies that distort
trade, may also possibly mean higher-priced
intra-regional imports,

In general, when implementing agreements on
countervailing duties or antidumping practices it
would be necessary to compare their costs and
benefits in the light of two effects: those resulting
from the prevention of subsidized imports and
those resulting from the need to pay more for im-
ports. It would have to be borne in mind that in the
case of subsidized imports, the distortions resulting
from having to pay more for imports might affect
only consumption and not production, since ex-
ports might be produced more efficiently by a
country which does not subsidize them, as in the
case of Argentine agricultural products compared
with those of Europe. At the same time, it is
obvious that it would also be necessary to evaluate
the political effect of joint action of this type on
the international use of subsidies, especially in the
light of the multilateral trade negotiations with-
in GATT.

The application of countervailing duties and
antidumping practices makes it necessary to define
suitable machinery for seitling disputes arising
over them. At the subregional level, such ma-
chinery would help to reduce the likelihood of uni-
lateral action, and its importance as a precedent at
the inter-American level would be increased by the
fact that the history and legal background of most
of the countries of Latin America and the Carib-
bean are different from those of the United States
and Canada. The subregional action could be aimed at
advancing towards the use of the multilateral ma-
chinery of GATT in these matters, which would call for
an increase in GATT’s capacity to impose sanctions, so
that it could effectively help to prevent unilateral
action by more powerful countries.

2. Safeguard clauses

The United States and other developed countrics
have generally preferred to impose bilateral
restrictions on imports instead of applying Article
XIX of GATT on safeguard clauses, which, unlike
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countervailing duties and antidumping practices,
must be applied without discrimination and are
subject to compensation. Since they are an alterna-
tive to other discriminatory measures, the relative
reluctance to apply safeguard clauses has its
counterpart in the application of various other
discriminatory trade barriers, such as voluntary ex-
port restrictions, market management arrange-
ments, and sectoral agreements,

Since the United States Government aims to
apply safeguard measures in NAFTA which are
broadly similar to those applicable to Canada
(United States, 1991), the free trade agreement
with that country, which provides for a dual means
of application of safeguard measures, assumes
importance as a precedent. It provides, on the one
hand, for the use of Article XIX of GATT, which is
not discriminatory, but it excludes its application to
Canada when the latter country’s exports are not
“substantial” or do not make an “important” con-
tribution to the damage done, and on the other hand
it provides for bilateral procedures involving re-
strictions that can be applied for a maximum of
three years in cases of “serious” damage. From the
point of view of Canada, this limit of three years
and the possibility of being exciuded from the
general application of safeguard measures repre-
sent concessions obtained in its negotiations with
the United States, but the controversial definition
of “damage” remains subject to the interpretation
given to the laws of the United States (Kymlicka,
1987).

The application of safeguard rules at the level
of NAFTA as a whole could be interpreted as a tend-
ency towards the regional application of this type
of restrictions, with the consequent likelihood that
the United States will seck to apply them to the
free trade areas with the Latin American and Carib-
bean countries in general. It would be necessary to
take account not only of their implications for ac-
cess to the North American market and the conces-
sions won by Canada in this respect, but also their
cffects as instruments of protection in Latin Ameri-
ca and the Caribbean, while it would also be
necessary to consider the possibility of signing
prior subregional agreements in keeping with the
conditions of the countries making up the area.

The latter action could form part of a gradual
process of accumulation of precedents, begun at
the subregional level but supplemented with active

negotiations at the multilateral level; at the same
time, the application of safeguard measures should
be subject to independent and transparent apprai-
sals of the alleged material damage and should be
based on the use of temporary restrictions, prefer-
ably ad valorem tariffs.l’

3. Rules on origin

There is a danger that there may be considerable
broadening of the criterion on which the use of
rules on origin is normally based: namely, to
prevent the diversion of trade due to tariff differen-
ces among the countries making up a free trade
area, The importance attached to rules on origin by
the United States in the free trade area with
Mexico is due basically to the possibility that that
area could serve as a means for the indirect intro-
duction of goods from Japan and South East Asia,
but the degree to which such goods are subjected to
processing in Mexico is an important issue for
debate.

There are four considerations which should be
taken into account here. Firstly, the looser rules on
origin are, the smaller will be the amount of diver-
sion of trade resulting from a free trade area, since
such rules are equivalent to additional measures
discriminating against trade with third countries. At
the subregional level, rules on origin which de-
mand high national or subregional content may
strengthen the diversionary effects of a high exter-
nal tariff. Secondly, and as part of the foregoing,
rules on origin which are apptied very strictly may
have a frankly protectionist nature and may serve
to restrict the access of exports of a member
country of the free trade area to another country.
This occurred, for example, in the case of the free
trade agreement between the United States and
Canada, with regard to textiles and clothing.
Thirdly, in the case of rules on origin which impli-
citly discriminate according to the origin of the
capital involved, the determining criterion would
seem to be whether or not oligopolistic rents (and
wages that incorporate such rents) are obtained,
since alternative rules on origin based on the de-
gree of processing or added value could mi-

I'here are also other safeguard mechanisms which are not
analysed in this article. The best known of these is probably that
which permits the application of restrictions on imports for
batance-of-payments reasons, as provided for in Articie XVIII-B
of GATT (GATT, 1985).
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nimize the impact of trade on direct and indirect
employment.

Finally, the fact that the weaker economies
generally have less capacity to export products
with a higher proportion of added value or national
inputs would imply that very strict rules discrimi-
nate against such countries. This would therefore
justify the application of rules on origin which are
not excessively strict at the subregional level, and
this, as in the case of other issues, could have some
importance as a precedent with regard to hemis-
pheric integration.18

4. Public sector purchases

The formal proposals made in the past that public
sector purchases should be used to promote inte-
gration, especially within ALADI or the Central
American Common Market, have not been put into
practice. This has been due to the higher cost of
imports from countries of the region compared
with those from the rest of the world, which are
also often available on more favourable financing
terms -or with direct subsidies: a consideration
which has been all the more telling in view of the
deterioration in the fiscal situation of the govern-
ments concemned. In some infrastructural projects,
however, preferential treatment has been given to
construction and engineering enterprises of the re-
gion, and this shows the possibility of using public
sector purchases as an instrument that can serve,
through common rules and co-investment agree-
ments, to promote the generation and absorption of
technological externalities at the regional or subre-
gional level. There are also some concrete exam-
ples of joint purchases of goods, as in the case of
purchases of medicines by the social security
institutions of the Central American countries, in
order to reduce costs.

The costs and benefits associated with subre-
gional or regional action in this field have their
counterpart in the multilateral regulations reflected
in the GATT code of conduct on public sector pur-
chases, which calls for the extension of “national
treatment” to imports of goods (but not services)

" The possibility of using rules on origin of a cumulative
nature, which treat value added in neighbouring countries or in
member countries of integration schetes as though it was na-
tional value added would, for their part, reduce the likelihood of
diversion of intra-Latin American or Caribbean trade within a
hemispheric integration scheme.

from GATT members, thereby expanding the access
of such exports to new markets. The code only
applies to purchases over a certain level made by
Government institutions which are explicitly sub-
ject to the code as a result of negotiations provid-
ing for the exchange of concessions. In the case of
the agreements by the United States with Israel and
Canada, national treatment is extended to the same
institutions, but for a total value of purchases
below the threshold level agreed upon in GATT.

At the subregional level, an alternative worth
considering could be the signing of agreements
with a limited number of institutions in respect of a
similarly limited number of products or services,
and with lower threshold figures, in sectors where
the positive effect of the resulting technological
externalities would be greater than the possible
negative effect of the costs resulting from the
higher-priced imports. At all events, this is an im-
portant instrument for promoting selective cooper-
ation relations among Latin American enterprises
which are competing with cach other and among
technological research and development enter-
prises and bodies. It also involves expediting the
exchange of information in order to create possi-
bilities for joint purchases. Subregional integration
action in this field and the eventual incorporation
of Latin American and Caribbean governmental
bodies under the GATT code of conduct would be
compatible with these objectives, provided that the
subregional action was in keeping with one of the
following conditions: that it should cover services,
extend preferential treatment to a threshold level
lower than that applied at the subregional level, or
include different institutions in both agreements.
Similar considerations would also be valid at the
inter-American level.

5. Natural resources and the environment

Joint treatment of the issues of natural resources
and the environment is justified not only by their
political importance in general, but also by their
growing incidence on trade. This has been re-
flected in the negotiations between Mexico and the
United States on specific problems such as tuna-
fishing; in the concern of North American ecologi-
cal groups about the links between investment and
trade and the environment; in the reintroduction of
the issue in GATT as a result of an initiative by the
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EFTA countries; in the danger that arguments in
favour of the environment may be used as instru-
ments of protection; and in the very significant
potential incidence of environment regulations on
trade (Whalley, 1991). In addition, it is necessary
to bear in mind the abundance of natural resources
in most of Latin America and the importance of the
question of the access to their exploitation, which
is a central issue in the negotiations between the
United States and Canada on the liberalization of
restrictions on foreign investment.

Within subregional integration, little has been
done in this area, with the possible exception of
proposals for border integration aimed at the joint
exploitation of the resources of shared regions. The
fact that this is a new area gives the region ample
scope for taking initiatives, and this opportunity
must not be wasted. Regulations and incentives
aimed at preserving the environment and promot-
ing the sustainable utilization of natural resources
can have two implications. Firstly, the fact that in
Latin America and the Caribbean higher relative
priority is given to the sustainable exploitation of
natural resources (an item relevant to the level of
living) than to protection of the environment
(which is relevant to the quality of life) is reflected
in a market for goods and services for environmen-
tal protection which has its own special features
and can largely be supplied by the more indus-
trially advanced countries of the region (BECLAC,
1991c, pp. 89-90). The establishment of demanding
standards and suitable incentives could facilitate
the transformation of the various subregional mar-
kets into bases for exporting to the rest of the
world. Because of the special features and greater
requirecments of the region, the equipment and ser-
vices in question could have a certain competitive
advantage which could enable them te fill some
niches in the international market. Secondly, in this
context the increasingly high social value attached
to environmental rules on products, production pro-
cesses and raw materials could convert them into
an instrument for the differentiation of natural re-
source-based products which could be useful in in-
ternational markets where there is only sluggish
demand (ECLAC, 19914, p.30).

Furthermore, the use of certain common stand-
ards, possibly combined with the application of
taxes in the case of exports of non-renewable natu-
ral resources in order to reflect their oppottunity
cost, would tend to be more compatible with a type
of trade governed by transparent rules than the use

of various direct controls of national origin. How-
ever, environmental policies or regulations involve
a very high demand for information, and serious
problems of concertation among the countries may
be expected when it becomes necessary to tackle
specific regulatory aspects, as the experience of the
European Community has shown (ECLAC, 1991d,
pp- 111-112).

Consequently, an intensive prior process of re-
search, discussion and interaction would be called
for among the public and private agents connected
with environmental matters in the various countries
in order to be able to progress towards the estab-
lishment of common rules and incentives at the
subregional or regional level, The execution of
joint research work and the exchange of informa-
tion by universities, technological institutes and
consultancy enterprises of the various countries
could therefore serve as a basis for the adoption of
coordinated or joint policies by the subregions con-
cerned. Such initiatives could be strengthened by
interaction with entrepreneurs of the region who
might wish to participate in them in order to take
advantage of the expected dynamic regional market
for environmental goods and services, and this
would contribute both to the export of such goods
and services outside the region and to the export of
natural resource-based products which might be
used as inputs,

D. Factor mobility

The establishment of a free trade area at the hemis-
pheric level, with the consequent expected liberali-
zation of trade in services and foreign investment,
would facilitate the mobilization of “factors”;
indeed, strictly speaking one should not speak of a
“free trade area” but should rather have in mind
something more ambitious such as an “expanded
economic space”.

Likewise, the fact that trade in services often
implies the mobility of factors, including capital,
and that direct investment of foreign capital in-
volves the exploitation of technological assets sub-
ject to various degrees of legal protection,
highlights the close links that exist between ser-
vices, foreign investment and intellectual property.
It may also be expected that the United States will
assign particular priority to the achievement of
agreements with the Latin American and Caribbean
countries in these areas, where the negotiations at



RECONCILING SUBREGIONAL AND HEMISPHERIC INTEGRATION / J.A. Fuentes 113

the multilateral and hemispheric level are interde-
pendent.!? The role of subregional integration in
this context is analysed below.

1. Services and mobility of labour

In view of the “non-accumulative™ nature of most
services, their provision involves direct contact be-
tween suppliers and users, which may involve the
mobility of both these agents and, in the case of the
supplier, calls for the mobility not only of capital
but a]so(5 at least temporarily, of various types of
labour.2® This explains the importance of the right
of establishment as a fundamental conditioning
factor in the trade in services, although this right
must also be accompanied by provisions permitting
at lcast a minimum of mobility of skilled labour.
While the United States tends to emphasize the
importance of the right of establishment in a re-
stricted sense, minimizing the contribution of la-
bour and stressing rather the contribution made by
capital or foreign direct investment, in seeking to
promote the integration of services at the subre-
gional or regional level it is necessary to atlach
importance to the contribution made by labour of
varying levels of skills. While recognizing the
mass of difficulties and special situations involved
in the harmonization of the regulations on services
of very different types, it is nevertheless necessary
to promote their liberalization (for example, of en-
gineering and construction enterprises) at the re-
gional or subregional level by assigning at least as
much priority to the mobility of skilled or semi-
skilled labour as to the intra-regional mobility of
capital. Even-handed treatment of the mobility of
capital and of labour deserves close attention in
this context. This would be fully in line with the
promotion of the generation and absorption of
technological externalities and the establishment of
some precedents in the matter of services; further-
more, it would be in keeping with the conditions
of the region, and it could help to strengthen the
region’s bargaining position on these issues.

ls>Myles Frechette states that the United States hopes that
the success of the Uruguay Round will establish basic intemnz-
tional standards for trade in services, protection of intellectual
property rights, investment yield requirements and other equally
important areas, which would considerably faciiitate the
negotiation of free ftrade agreements in the hemisphere (Fre-
chetie, 1991).

Vpg Bhagwati (1987) notes, there are also some accumula-
tive cross-border services, such as data transmission, and others
which involve the mobility of the consumers, such as tourism.

Just as in the case of trade in goods, the diver-
sion of trade that could result from more favour-
able treatment for North American or regional
suppliers compared with those from the rest of the
world could also be important in the case of ser-
vices. This would be particularly so in the case of
producer services, which are in the nature of an
intermediate input2! and could therefore affect the
competitiveness of exports. Consequently, in the
event of the existence of regulations or restrictions
on the supply of external services, liberalization of
the conditions regarding the right of establishment
would also justify some liberalization of the regu-
lations affecting third countries, in order to mi-
nimize the costs due to diversion, or else there
should be rapid negotiations with such countries in
order to obtain some concessions in exchange for
such liberalization.

It has also been argued that in view of the rela-
tively limited benefits that the United States would
obtain from the free trade agreements in the field
of trade proper, its main objectives are likely to be
centered on obtaining concessions in the area of
services, foreign investment and intellectual
property (Helleiner, 1990). These tactics would be
in keeping with the position initially maintained by
that couniry with regard to the Uruguay Round:
namely, making concessions over goods in ex-
change for the incorporation into GATT of the issue
of services, foreign investment and intellectual
property. In view of the foregoing, the need to set
up subregional or regional precedents becomes im-
portant when the scanty past experience with re-
gard to services in the subregional integration
schemes (with the partial exception of CARICOM)
(ECLAC, 1988) is contrasted with the gradual pro-
cess of establishing rules on trade in services pro-
moted by the United States. Thus, the free trade
agreement between the United States and Israel in-
cludes a “framework treaty” on trade in services,
with a commitment to hold negotiations on the
rules applicable to services, and the later agree-
ment with Canada covers the major part of trade in
services, providing for the right of establishment
and national treatment, although the “cultural” indus-
tries (radio, television, publishing and recording) are
excluded. Some recent initiatives such as the liberali-
zation of air transport in the Andean Group and the

2l with regard to the relation between some services and

competitiveness in Latin America and the Caribbean, see BCLAC,
1990b, pp.137-143.
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active position taken by Latin America and the
Caribbean in the Uruguay Round on the subject of
services, together with their initiatives in this re-
spect,22 provide a solid basis for future under-
standing on these matters,

2. Intellectual property

It is obvious that the United States Administration
assigns great importance to the controversial issue
of intellectual property, including in particular the
protection of pharmaceutical patents, and it is
equally clear that the basic motive behind foreign
direct investment is to internalize a number of
economic relations in order to ensure the ¢xploi-
tation of that country’s technological assets
(Helleiner, 1988). Consequently, considerable im-
portance is assumed by the need for policies or
regulations that will facilitate a certain amount of
dissemination of technology (in such areas as man-
agement and marketing, for example), even though
they may not concern the central technological
asset (such as production technologies or specific
processes) of the foreign firm.

Various countries are already in the process of
modifying their legislation on intellectual property.
In this respect, there is every justification for har-
monizing such legislation at the subregional level.
This could guarantee the exploitation of the tech-
nological assets of firms within certain time limits,
thus giving greater security. At the same time, how-
ever, it would be desirable to promote the use of
technological cxternalities through the dissemina-
tion of information on patents among businessmen
and the stimulation of related activitics which
could include, for example, the proposals on
science and technology made by the Andean Group
with regard to the Enterprise for the Americas
(SELA, 1991a). The Andean Group, whose subre-
gional rules on various aspects of intellectual
property are currently under review, could serve
—like the European Patents Office— as an example
of integration in this field, backed up by a parallel
process of negotiation on these issues in the rele-
vant multilateral forum.

3. Foreign investment

Secure access to the North American market, and,
in more general terms, the gradual establishment of

Gee in particular SELA (1990).

a hemispheric market for goods and services,
would lead as one of its main effects to the expan-
sion of foreign investment both from inside and
outside the region. The experience of the European
Community, which has registered a significant
increase in foreign investment in mergers, acquisi-
tions and agreements for joint operation with an
eye to the 1992 unified market, shows what could
happen in an expanded Latin America and Carib-
bean market (OECD, 1990, p. 8). lis effects are con-
tradictory, however, On the one hand, it makes it
possible to take advantage of —and is itself part of-
the economies of scale in production, marketing
and technological development which imply
greater efficiency and competitiveness and are an
inherent part of any integration process, but on the
other hand, it also implies the possibility of restric-
tive trade practices which run counter to efficient
resource allocation and could prejudice consumers
or involve restrictions on exports, among other
effects.

It is necessary to draw a distinction, in this
context, between the regulation of foreign invest-
ment in general and the more specific rules on re-
quirements with regard to national content and
exports which are the subject of negotiations pro-
moted by the United States inside and outside
GATT. With regard to the first of these, the Enter-
prise for the Americas provides for resources to
stimulate reforms aimed at facilitating foreign and
national investment, and this could serve as an op-
portunity for harmonizing legislation at the subre-
gional level, which, as well as reducing the costs
associated with the interpretation of different laws,
would give investors greater security by reducing
the probability of unilateral changes in a particular
country’s legislation. The possibility of estab-
lishing investment contracts which have a common
format could be a step in this direction. This would
have to be compatible with legislation to promote
the establishment of multinational enterprises of a
subregional nature, such as the special regime for
CARICOM enterprises.

At the same time, it would be necessary to
evaluate the complex relations which exist between
trade-related investment measures (TRIMS), which
are under negotiation in the Uruguay Round, the
restrictive trade practices of transnational corpora-
tions, and rules on origin which discriminate ac-
cording to the nationality of an enterprise’s capital.
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1t should be hoped, for example, that the liberaliza-
tion of (public) export requirements would coin-
cide with the (private) elimination of restrictions
on exports (through technology transfer agree-
ments, for example) and with the elimination of
rules which (as in the case of the North American
agreements on motor vehicles, which lead to the
de facto exclusion of Japanese and European in-
vestments) operate in practice as rules on origin
based on the criterion of the national origin of the
capital,

E. Institutional arrangements

In view of the existence of technological exter-
nalities, it is considered appropriate to refer below
to some features of institutional arrangements
which could promote the generation and appropria-
tion of such externalitics. Some requisites of public
integration institutions are also identified in the
light of the foregoing,.

L. Arrangements for promoting innovation

A distinction must be drawn between two types of
institutional action or cooperation which could
help to promote the generation and appropriation
of technological externalities: arrangements based
on sectoral criteria, and those based on criteria of a
geographical nature. In the first case, what would
be involved would be the promotion of joint action
in sectors where countries share the view that
priority should be given to the aim of achieving or
maintaining levels of technological excellence.
This action would represent the points of conver-
gence of areas subject to selective technological
policies at the national level, and could take the
form of strategic alliances between enterprises and
governments, while it could also include cooper-
ation in research and development activities at a
pre-competitive level, or cooperation in the areas
of technology, production or marketing between
enterprises which do compete with cach other. The
relations between the enterprises could be either
vertical (supplier/user) or horizontal {(common use
of technological, financial, information or market-
ing services), normally in connection with particu-
lar integrated production systems.

Since natural resources and relatively low-cost
labour (skilled or not) may be considered as the

fundamental sources of the competitiveness of
Latin America and the Caribbean, in principle there
would be a good deal of justification for favouring
strategic alliances between enterprises, or between
enterprises and governments, to promote the gener-
ation and assimilation of technological exter-
nalities involving these two factors. Potential
examples of such arrangements would be the
agreements by Brazil and Argentina on biotechnol-
ogy, the Latin American Association of Capital
Goods Producers (ALABIC), and the possible ar-
rangements between entreprencurs and bodies of
various countries for the supply of goods and ser-
vices relating to the environment.

Secondly, it could be particularly appropriate
to seck arrangements designed to take advantage of
geographical and cultural proximity, which, when
accompanied by similar structures of production
and the same or very similar availability of natural
resources, would serve 1o stimulate an intensive
and high-quality interaction between the various
agents responsible for production and innovation.
Arrangements which, in the case of industrialized
or large countries, would involve the establishment
of national systems of innovation, would probably
need to be adapted to promote the establishment of
subregional systems of innovation sharing the
same well-defined sense of direction, combined
with a high degree of local autonomy. These sys-
tems could be made up of various nuclei or con-
glomerates of enterprises and institutions with
national or subregional bases of operation, depend-
ing on the scale of the industries, countries or sub-
regions in question. A typical example of a
component of a subregional system of innovation
would be the University of the West Indics in the
Caribbean (ECLAC, 1990b, p. 167).

It should be emphasized that arrangements
based on sectoral criteria are a necessary but not of
themselves sufficient condition for promoting the
development and application of technical progress.
Only in the presence of an effectively expanded,
secure and liberalized market which stimulates
competition and the need to apply innovations
could these arrangements become sources of tech-
nical progress effectively applied to regional pro-
duction. Arrangements based on geographical
criteria, for their part, would strengthen the effects
of sectoral institutional arrangements and a compe-
titive market but would not of themselves be a
sufficient or necessary condition for this.
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In the case of both institutional arrangements
of a sectoral nature and those of geographical
arigin, there would be room for agreements on
common tules ot standards, preferential public sec-
tor purchases, financial institutions which facilitate
the conversion processes and give wide dissemina-
tion of information on their featvres, subsidies for
projects in which several enterprises participate,
and legislation favouring the mobility of skilled
personnel between countries. Generally speaking,
and in view of the fact that the cost of establishing
a close (strategic) cooperation relationship between
enterprises is considerably reduced once that rela-
tion has been established, especially when initial
relations of competition exist, there would be justi-
fication for giving temporary public incentives to
promote progress in this direction.

2. Public institutional arrangements

In the light of what was stated in the foregoing sec-
tions, the subregional integration institutions
should be reformed in two ways, Firstly, their tech-
nical capacity for international trade negotiations
should be strengthened, bearing in mind the links
between the subregional, hemispheric and multilat-
eral negotiations and the economies of scale result-
ing from the joint procurement and processing of
information, as well as joint technical work, Sec-
ondly, steps should be taken to increase their
capacity to arrive at agreements with the public
and private sectors, including the achievement of
agreements aimed at furthering innovation.”> This
latter objective would call, in particular, for an in-
crease in their capacity to handle the coordination
of technological development at the sectoral and
subregional level.

The above reforms would involve internal re-
organization and measures designed to give the in-
stitutions greater flexibility and capacity to provide
a rapid response, together with information fa-
cilities which would permit the ongoing exchange
of information among institutions, between them
and their governmental forums, and between both
of these areas and the productive sectors. This ex-
change of information could reduce the uncertainty
regarding what each country, group of countries or
group of entrepreneurs plans to do, thereby facili-

Bwith regard to the relation between innovation and
institutions, see Pérez (1989).

tating collective action. Reforms might also be
needed in the intergovernmental forums governing
these institutions, so as to secure the direct in-
volvement of the national authorities responsible
for inter-American and multilateral economic
negotiations and to ensure that national priorities
with regard to competitiveness are reflected in
these forums.

F. The process of transition

With a reduction in the diversion of trade, accom-
panied by more efficient resource allocation due to
the creation of trade and more demanding and com-
petitive markets, a process of transition involving
substantial costs may be expected. One potential
negative effect of the establishment of a hemis-
pheric free trade area would be the elimination, as
a result of trade liberalization, of incipient, recently
established or developing industries whose failure
or elimination because of their currently negative
performance would not be justified if account
were taken of their higher petformance in the long
term. The same would be true of the failure of es-
tablished industries which, if there were a longer
transitional process, could turn themselves into
competitive industries. Because of the imperfec-
tions in capital markets, or simply the unsuitable
policies applied in the past and the absence of re-
liable information on what will effectively happen
with regard to various industries or firms in the fu-
ture, the climination of certain industries may be
seen as one of the costs (and not one of the bene-
fits, associated with better resource allocation) of
the liberalization process.

In addition, there will generally also be a
process of transition which involves the reallo-
cation of investments and labour to new acti-
vities, but with a certain delay. This will mean
temporary unemployment, which is an issue of
importance not only for Latin America and the
Caribbean but also for the United States and
Canada. Thus, a sudden process of trade lib-
eralization may, in the short term, require very
large amounts of financial resources in order to
facilitate the process of adaptation and training
of labour and the conversion of enterprises
which could eventually become competitive, as
may be seen from the case of East Germany.
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Prior subregional integration could facilitate
this transitional process by three means. To begin
with, the liberalization of trade in goods and ser-
vices within the subregions and possibly between
some of them would represent & prior transition
which, because of its smaller geographical cover-
age, would involve, ceteris paribus, a smaller need
for adjustments than at the hemispheric level.

Facilitating gradual transition may also be ne-
gative for Latin America and the Caribbean, how-
ever. In the free trade agreement between Mexico
and the United States, the Administration of the
latter country foresees transitional periods —even
longer than the periods of up to ten years provided
for in the agreement with Canada- in order to fa-
cilitate the adjustment of its industries and the
adaptation of its workers in some sectors con-
stdered to be sensitive to imports, as well as pro-
viding for the application of safeguard clauses in
the event of increased imports which damage local
production (United States, 1991). Since there is
some reciprocity at the hemispheric level, the
scope and duration of the transitional process
should be such as to ensure effective access within
a fixed term in order to avoid an indefinite transi-
tional process which might result from perverse
application of such reciprocity.

The second form of contribution of the subre-
gional integration processes, then, would be to en-
sure rapid transitional processes at the subregional
level, as a precedent, and to help, through negotia-
tion, to define transitional processes which are not
incompatible with subsequent firm and secure
access to the North American market.

The third potential contribution by Latin
American and Caribbean integration could be in
the area of reciprocity. It should be borne in mind
that the negotiations between Latin America and
the Caribbean and the United States will involve
reciprocity, even though this may not be on a
totally even-handed basis. The achievement of
such reciprocity would give greater security to the
trade concessions obtained, because there would be
North American export interests which would
benefit from the agreement by gaining access to
other markets and which would form a pressure
group in favour of keeping the North American
market open. In more general terms, reciprocity
directly links the current actions of a country with
the benefits that may be expected in the future,
thus reducing the advantages of possible unilateral
abandonment of what has been agreed upon and
improving the prospects for cooperation. Where
there are different levels of development, however,
rapid simultaneous liberalization may be prejudi-
cial to the country of lower relative development
involved. In this respect, prior agreements among
groups of countries in Latin America and the Ca-
ribbean can be used to establish precedents with
regard to reciprocity: Venezuela’s offer to open up
its market to the exports of the members of the
Central American Common Market and CARICOM
in the short term in exchange for subsequent lib-
eralization of the Central American and Caribbean
markets could be useful when the moment comes
for reaching agrcement on liberalization between
the various countries of Latin America and the
Caribbean and the United States and Canada.

Conclusions

On the one hand, subregional integration can
serve as a precedent for subsequent non-
discriminatory agreements, while on the other it
can create favourable conditions for growth on the
basis of greater efficiency and competitiveness, as
well as promoting national and foreign investment.
As far as the relationship between subregional and
hemispheric integration and the multilateral trade
system is concerned, it must be acknowledged that

both of them involve more than one exception
to the GATT rules if evaluated in line with the
terms of Article XXIV on customs unions and
free trade areas. Not only may they have effects
which go beyond the (static) reatlocation of re-
sources on the basis of the criteria of creation
and diversion of trade laid down in that article,
but they also involve a number of economic
policy instruments extending from a wide range



118

CEPAL REVIEW No. 45/ December 1991

of non-tariff barriers to regulations on services and
foreign investment.

Although some subregional arrangements on
subsidies, countervailing duties, antidumping prac-
tices, safeguard clauses and rules on origin may
serve as negotiating instruments within the inter-
American and multilateral trade negotiations, an ef-
fort should be made to ensure that the
corresponding agreements are not excessively re-
strictive, since if that were so they would constitute
favourable precedents for the use of such instru-
ments as protectionist measures at the international
level, as well as having a negative effect on effi-
ciency. The establishment of precedents with re-
gard to services, foreign investment and reciprocity
may be of particular importance, without necessar-
ily having protectionist implications.

On the other hand, it would be useful to pro-
mote the reciprocal strengthening of subregional
integration actions and negotiations at the hemis-
pheric or multilateral level, with a view to ensuring
the achievement of arrangements that could later
become non-discriminatory agreements at the inter-
national level. This would depend on the particular
issue involved, however, since there may be greater
affinity between subregional integration and hemis-
pheric integration in some cases (recognition of
unilateral liberalization as a credit factor in favour
of the countries of the region in their negotiations,
and liberalization of the trade in agricultural pro-
ducts, for example), whereas there may be more
affinity between subregional integration and the
multilateral trade negotiations in others (counter-
vailing duties).

With regard to the contribution of subregional
integration to competitiveness, there is an obvious
need for the existence of a certain degree of prior
macroeconomic stability. Once this has been
achieved, it would be possible to progress towards
the establishment of competitive subregional mar-
kets through the libetalization of intra-regional

trade, the elimination of non-tariff barriers, and the
establishment of standards in keeping with a de-
manding market. In order to reduce the costs due to
trade diversion, it would be worth carrying on
negotiations with such areas as Japan and the Euro-
pean Community in order that they, like the United
States, should give due recognition to the process
of unilateral liberalization which has already been
carried out in Latin America and the Caribbean.

The standardization of certain environmental
regulations could help to establish demanding sub-
regional markets which would facilitate intensive
intra-regional trade in environmental goods and
services, thus creating a base for future exports to
the rest of the world. Likewise, common legislation
on foreign investment and intellectual property,
together with arrangements on the provision of ser-
vices which facilitate the mobility of skilled la-
bour, could favour the development of
competitiveness, This could also be promoted
through institutional arrangements of a subregional
nature which, on the basis of sectoral or geographi-
cal criteria and the stimulus of competitive and
demanding subregional markets, could promote the
establishment of stable vertical and horizontal rela-
tions among enterprises and bodies of importance
in the generation and dissemination of technology
in the region, in order to further the generation and
appropriation of technological externalities. In line
with this, it would be desirable to ¢ndow the subre-
pional economic integration bodies with the
necessary capacity for promoting agreements
among the various enterprises and bodies, while at
the same time strengthening their capacity to man-
age or promote the coordination of subregional
technological development action. This could also
be combined with the strengthening of their techni-
cal capacity in the area of the international trade
negotiations and the adaptation of their govern-
mental forums to the new tasks.



- RECONCILING SUBREGIONAL AND HEMISPHERIC INTEGRATION [ JA. Fuentes 119

Bibliography

Aminoff, N.A. (1991): The United States-Tsrael Free Trade

Area Agreement of 1985: in theory and practice,
Journal of World Trade, No. 2, Geneva, Vincent Press,

Baldwin, R. (1989): The growth effects of 1992,
Economic Policy, October,

Bhagwati, J. (1987): Trade in services and the
multilateral trade negotiations, The World
Bank Economic Review, Vol, 1, No. 4,
Washington, D.C., September.

— (1990): Departures from multilateralism: regional-
ism and aggressive unilateralism, The Economic
Journal, Vol. 100, No. 403, Cambridge, Massachu-
setts, December.

ECLAC (Economic Commission for Latin Ametica and
the Caribbean) (1988): Coaperacidn latinoamerica-
na en servicios: antecedentes y perspectivas, “Esty-
dios ¢ Informes de la CEPAL” series, No. 68,
Santiago, Chile, May. United Nations publication,
Sales No. 5.88.G.6,

—— (1990a). América Latina frente a la Iniciativa
Bush: un examen inicial {LC/R.924), Santiago,
Chile, September,

—— (1990b): Changing Production Patterns with So-
cial Equity, Santiago, Chile, March. United Nations
publication, Sales No. E.90.G.6.

—— (1991a): La coordinacion de las politicas macro-
econdmicas en el contexto de la intergracion lati-
noamericana: una primera aproximacion para el
caso de la integracion entre Argentina y Brasil
(LC/L.630), Santiago, Chile, June.

— (1991b): La evolucion reciente de los procesos de
integracién en América Latina y el Caribe
(LC/R.992), Santiago, Chile, 15 April.

— (1991c): Sustainable Development: Changing Pro-
duction Patterns, Social Equity and the Environ-
ment (LC/G.1648 (CONF.80/2)), Santiago, Chile,
February.

— (1991d): Tecnologia, competitividad y sustenta-
bilidad (LC/1..608), Santiago, Chile, January.

Finger, M.J. and J. Nogués (1987): International control
of subsidies and countervailing duties, The World

Bank Economic Review, Vol.1, No.4, Washington,
D.C., September.

Frechette, Myles (1991): “Texto oficial de su interven-
cion en Ja XXI Asamblea General de la OEA”,
United States Information Service, Santiago, Chile,
12 June,

Fuentes, A. and J. Viilanueva (1989); Economta mundial
e integracion de América Latina, Buenos Aires, Inter-
American Development Bank (IDB) - Institute for Latin
American Integration (INTAL), Editorial Tesis.

GATT (General Agreement on Tariffs and Trade) (1985):
Text of the General Agreement, Part II, Article
17-b, Montevideo, Latin American Integration
Association (ALADI),

Gongalves, Reinaldo and Juan A. de Castro (1989): El
proteccionismo de los paises industrializados y las
exportaciones de la América Latina, El Trimestre
Econdmico, Vol. LVI (2), No. 222, Mexico City,
Fondo de Cultura Econémica, April-July.

Helleiner, G.K. (1988): Transnational corporations and
direct foreign investment, in Chenery, H. and TN,
Srinivasan (eds.), Handbook of Development Econ-
omics, Amsterdam, Elsevier Publishers BV,

— (1990): Considering a U.S.-Mexican Free Trade
Area, paper prepared for the conference “Mexico’s
trade options in the changing international econ-
omy”, Universidad Tecnolégica de México, Mexico
City, 11-15 June.

Inside U.S. Trade (1991): Gatt market access: “non-
paper” on credits and recognition.

INTAL (Institute for Latin American Integration) (1991): Inte-
graci6n Latinoamericana, No.166, Buenos Aires, April.

Krugman, Paul (ed.) (1987): Strategic Trade Policy and
the New International Economics, Cambridge, Mas-
sachusetts, The MIT Press.

Kymlicka, B.B. (1987): Safeguards in the FTA, The Ca-
nada-US Free Trade Agreement: Reactions and
Evaluations, Working Paper No. 883C, Ontario,
Department of Economics, The University of
Western Ontatio, Octobet.

OECD (Organization for Economic Co-operation and De-
velopment) (1990). OBCD Economic Outlook, No.
48, Paris, December.

Olechowski, A. (1987): Nontariff barriers to trade, in
J.M. Finger and A. Olechowski (eds.), The Uruguay
Round: a Handbook of the Multilateral Trade
Negotiations, Washington, D.C., The World Bank.

Pérez, C. (1989): “Technical change, restructuring for
competitiveness, and institutional reform in the de-
veloping countries”, Discussion Paper No.4, Wash-
ington, D.C, Department of Planning and
Strategic Analysis, The World Bank, December.

Porter, M.E. (1990): The Competitive Advantage of Na-
tions, New York, The Free Press.

Robson, P. (1980): The Economics of International Inte-
gration, London, George Allen and Unwin.

Schott, J.J. (1989): More Free Trade Areas?, in 1.J. Schott
(ed.), Free Trade Areas and U.S. Trade Policy, Wash-
ington, D.C., Institute for Intemnational Economics.

SELA (Latin American Economic System) (1990): Estructura
de un marco multilateral pata ¢l comercio de servicios,
Balance y perspectivas de la Ronda Uruguay, Capitu-
los del SELA, No.24, Caracas, January-March.



120

CEPAL REVIEW No, 45/ December 1991

—— (1991a): Estrategia Andina ante la Iniciativa para
las Américas del Presidente Bush: lineamientos para
la acci6n subregional, Andlisis regional sobre la In-
iciativa para las Américas, Capftulos del SELA,
No.28, Caracas, January-March.

—— (1991b): La Iniciativa para las Américas en ¢l con-
texto de las relaciones de America Latina y el
Caribe con los Estados Unidos, Andlisis regional
sobre la Iniciativa para las Américas, Capitulos del
SELA, No,28, Caracas, January-Match,

Stevens, C. (1986). The Lomé Convention, paper
presented at the Symposium on Selective Preferen-
tial Arrangements between Developed and Develo-
ping Countries {mini-NIEO), Helsinki, November.

United States Government (1991): “Response of the Admin-
istration to issues raised in connection with the negotia-
tion of a North American Free Trade Agreement”,
transmitted to Congress by the President on May 1,
Washington, D.C.

Whalley, J. (ed.) (1991a): The Uruguay Round and
Beyond, final report from the Ford
Foundation Project on Developing Countries
and the Global Trading System, London,
Macmilian.

—— (1991b): The interface between environmental
and trade policies, The Economic Journal,
Vol. 101, No. 405, Cambridge, Massachusetts,
March.



