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The Latin American integration movement has spanned a variety of
experiences in regional cooperation over the past two decades, which
include examples of some of the greatest successes as well as the greatest
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failures in Third World regional integration. The Latin American Free
Trade Association (LAFTA) is generally viewed as an unsuccessful at
tempt from which important lessons were learned and a major effort at
subregional integration was launched. The Andean Group, spawned by
dissatisfaction within LAFTA, is considered by many to be the most
successful example of integration in the region or indeed among all
Third World integration schemes, notwithstanding the withdrawal of
one of its members and some difficulties and delays in implementing
certain policies. Judgments regarding the Central American Common
Market (CACM) and the Caribbean Community and Common Market
(CARICOM) have been mixed, in spite of the fact that members of the
latter have imposed import restrictions on intraregional imports, and
two members of the former have been engaged in a military conflict. The
Latin American Economic System (SELA) is a broader framework of
regional cooperation that encompasses members of all the other schemes
and is not based on the traditional approach of a customs union. It has
not existed long enough to have been evaluated in any meaningful way.

Assessment of the success or failure of a regional integration
scheme is a complicated and difficult task, an enterprise that can be, in
itself, misleading. This is because of diversity in, and debate over, the
choice of variables that are appropriate to indicate the success or failure

.and the underlying causes of these outcomes. The choice of variables is
determined by the units of analysis employed, which are rooted in the
particular theoretical (or pretheoretical) approach used to study regional
integration. Since Latin American integration has been studied by schol
ars from several different disciplines and from a number of different
schools within these disciplines, it is not surprising to find diversity and
conflict in its assessment. This diversity becomes even more under
standable when the relevant variables encompass the subnational, re
gional, and global levels of analysis.

The goals of Latin American integration have evolved along with
socioeconomic changes in the member countries, changes in the nature
of the world economic situation, and changes in thinking about eco
nomic development. This evolution, when considered in the context of
different approaches to the study of integration, has created a situation
in which so~e of the principal effects of integration (increases in trade,
investment) may be interpreted as successes or as failures depending on
the perspective of the analysis. The diversity in contemporary scholarly
analysis is reflected in the recent literature, and can be better under
stood in the context of recent political and intellectual history.
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THE BACKGROUND OF LATIN AMERICAN INTEGRATION

Latin American regional integration is a post-World War II phenomenon,
both in its inception and in its realization. Although there is a long
history of movements towards unity in the region, the present form of
cooperation was influenced by the move towards the establishment of
universal and regional international organizations as a basis for recon
structing a new' postwar world order. By the time of the signing of the
United Nations Charter at San Francisco in 1945, the Latin American
countries were acting as a regional bloc, and the beginning of the Eu
ropean Communities in 1951 marked the origin of the trading bloc which
was to provide the example and the stimulus to Latin American eco
nomic integration. Both of these international organizations had as their
principal goal the maintenance of peace and the avoidance of future
conflicts. like that of the recently ended war. This mission was embodied
in the predominance of the collective security task of the United Nations
and in the "peace through common interest and control" mechanism of
the High Authority of the European Coal and Steel Community. Al
though both organizations also included goals and institutions to im
prove economic well-being, they were clearly secondary to the principal
task of security maintenance. This essential fact is important for the
understanding of the literature dealing with Latin American integration
as it evolved out of the United Nations and European community ex
periences.

The United Nations and the European Communities (which, by
1958, included the European Economic Community, EEC, and the Eu
ropean Atomic Energy Community, Euratom) provided for economic
and social cooperation as a means of contributing to international peace
and security. This represented the twentieth century embodiment of the
venerable "functionalist" ideas found in the public international unions
of the nineteenth century and propounded in David Mitrany's 1943
essay inspired partly by the Tennessee Valley Authority. 1 Within the
United Nations organization, the Economic and Social Council
(ECOSOC) provided the institutional framework under which were
grouped the specialized agencies including the regional economic com
missions (including the Economic Commission for Latin America
ECLA) and the United Nations Conference on Trade and Development
(UNCTAD), both of which have played an active role in promoting
Third World regional integration. These origins of regional integration in
postwar international organizations explain why the early literature on
integration in North America originally found a home in political science
writings on international organizations. 2

From these early postwar experiences in international organiza-
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tion emerged several bodies of literature that provide the background
for understanding recent scholarly studies on Latin American integra
tion. The traditional theory of customs unions in the economic sphere
and neofunctionalist theory in the political sphere developed out of the
experience of European integration, but have had an important impact
on the theory and practice of Latin American integration. The "center
periphery" analysis of Raul Prebisch and its embodiment in the "ECLA
Doctrine" have had an even more direct influence on the establishment
and functioning of various integration schemes in Latin America. In the
more recent analysis of Latin American integration these separate intel
lectual threads have been interwoven with more holistic attempts to
understand the politics and economics of underdevelopment in Latin
America and the rest of the Third World through the approach of politi
cal economy. We can find traces of all these elements in the examples of
recent studies of Latin American integration discussed in this essay.

In the 1960s the most prominent studies of Latin American in
tegration by North American social scientists were based in neofunc
tionalist theory. This theoretical movement played an important role in
advancing the analysis of international organizations beyond purely de
scriptive institutional studies to provide it with an important place
within a modernizing discipline of political science." A key element in
this movement was the translation of the functionalism of Mitrany and
others, which was essentially grand theory, teleological and normative
in nature, into neofunctionalism, a theoretical tool that was middle
range, probabilistic, and empirical in orientation. Ernst Haas's work,
The Uniting of Europe, is often cited as the first major neofunctionalist
study that spawned a series of more detailed and sophisticated analyses,
principally by Haas's own students." This literature is well known and
available, and itself has been the subject of a number of critiques, so that
no extensive treatment is necessary here. It should suffice simply to
point out that the central contribution of this literature was to provide an
understanding of how regional cooperation in economic and social mat
ters could lead to increasing levels of political integration in Europe,
through the process of expansion of tasks known as "spillover." It pro
vided an insight into the relationship between economics (the "technical"
sphere) and politics (the "political" sphere) represented in the growth of
supranationalism, which was the original and ultimate goal of the Euro
pean communities.

Neofunctionalist theory was meant to be general, relevant be
yond the immediate case, as all good theory must be, and thus ap
plicable to other regional integration schemes, as that was the phenome
non it was meant to explain. Latin American integration provided the
basis for further studies by neofunctionalists in the 1960s, leading to
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refinements of the theory and to conclusions as to the nature and pro
cess of Latin American integration." None of the books in the sampling
of recent works included in this essay is based on neofunctionalist
theory, one explicitly eschews it," and another attempts to demonstrate
its fallacies." This reflects the fact that neofunctionalist theory has not
been able to offer a satisfactory basis for the analysis of Latin American
integration, even with certain modifications such as the introduction of
the role of tecnicos and of "spill-around" and "encapsulation" as pos
sible outcomes." The adequacy of neofunctionalist analysis of Latin
American integration deserves a much more detailed treatment than can
be offered here, but elaboration of several basic points helps us to under
stand the evolution of recent literature on the subject. These points
relate to the goal of regional integration and the dependent variable in
its analysis; the relationship between economics and politics in regional
integration; and the economic and political conditions in Latin America.

"None of the regional integration movements in Latin America
had as a principal goal the political integration of the region or the
maintenance of peace and security such as was the basis of European
integration. There have been such movements, notably in Central
America and the Commonwealth Caribbean, but these goals have not
figured in the present integration schemes. A theoretical approach that is
centrally concerned with explaining political integration, as is neofunc
tionalism, is not the most appropriate tool for analyzing organizations
which have not adopted that goal, even if it is seen to be closely linked
with the process of economic integration. The source of the problem of
trying to understand Latin American integration within frameworks de
signed to explain political integration is not so much the assumption
that political integration is a goal of Latin American integration, but the
tendency to forget that European economic integration was originally
adopted as a means to achieve that goal, which has now been super
seded (or, more accurately, achieved). Neofunctionalism, with its main
dependent variable of political integration, is more appropriate for the
analysis of an organization whose principal goal is also political integra
tion, as in the case of the European Community.

Inasmuch as regional institutions must be created and endowed
with a certain competence to achieve the goals of economic integration,
political integration is a part of all regional integration schemes, and
neofunctionalist studies of Latin American integration have contributed
to the understanding of this process. One example is the process of
"externalization," whereby joint regional policies are adopted vis a vis
third countries. However, since this variable remains essentially a mea
sure of political integration it does not distinguish among the content of
different regional policies which may have vastly different consequences
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for specific economic goals of integration. The Andean Group's Decision
24 and subsequent rules regulating foreign investment and CARICOM's
harmonization of fiscal incentives are two examples of externalization
with vastly different economic and political implications.

The success of neofunctionalist analysis of economic integration
based on politicization of cooperation in "technical" areas contributed to
confidence in the generalizability of the theory to Latin America. Yet the
expansionist dynamic in European integration, which is central to the
logic of spillover, was inherent in the economics of customs unions in
industrialized settings. Thus, the expansionist dynamic was specific to
the "technical" sector chosen rather than to the general relationship
between the technical and political domains. Increasing levels of eco
nomic cooperation to secure and build upon the gains from economic
integration led to greater political integration as part of the creation of an
industrialized economic union.

As a result, the political integration which followed greater de
grees of cooperation within a particular "technical" sector was inter
preted as representing a more general phenomenon of spillover from
"technical" cooperation (regardless of the specific technical task) to po
litical integration in the form of growing supranationalism. Interpreted
this way the results of European integration offered support for the
principal thesis of neofunctionalism that posited the relationship between
technical and political cooperation as a more general phenomenon.
While this criticism of neofunctionalism may offer some understanding
as to why the same results were not observed in other contexts, such as
the U.N. specialized agencies, it is not adequate to show why neofunc
tionalism fell short in its attempts to explain Latin American regional
integration, as it was based on the same principles of economic integra
tion as the European Communities. Nor does the absence of the explicit
goal of political integration which was present in Europe explain the
inadequacy of neofunctionalism as an analytic framework in Latin
America, because the spillover dynamic is asserted to be independent of
the explicit desire for political integration. Rather, the explanation lies in
the relationship between economics and politics, which is fundamen
tally different under the socioeconomic conditions of underdevelop
ment.

Traditional customs union theory is based on conditions of a mod
em industrialized economy including full employment of factors of pro
duction. The expansionist logic of spillover is based on the noncontro
versial nature of common decisions taken to achieve the creation of an
economic union along with the incentive of tangible rewards realized
progressively as further steps toward integration are taken. Neither of
these two fundamental conditions prevails in situations of regional in-
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tegration among developing countries. Industrialization, full employ
ment, and sustained economic growth are the goals rather than the
underlying conditions of Third World regional integration. And every
question of economic policy, no matter how "technical," is likely to be
highly politicized.

THE THEORETICAL BASES OF LATIN AMERICAN INTEGRATION

The transference of an analytical theory of European integration to the
Latin American context was no more simplistic and direct than was the
transference and application of the basic customs union theory to the
region. The latter occurred as a direct reaction to the experience of the
European Community and through the diffusion of the idea by the
United Nations economic commissions, particularly ECLA. LAFTA and
CARIFTA, as free trade areas, are a more extreme example of this as the
absence of a common external tariff deprived them of one of the basic
elements of regional import substitution. The CARIFTA agreement was
said to be a verbatim copy of the European Free Trade Association Treaty.
Latin American integration was given an impetus not only by the desire
to emulate the European experience, but also by the need to counteract
its possible negative effects on the region.

Latin America, and other Third World regions, provided a recep
tive context for regional integration as a development strategy because
of its compatibility with the dominant economic doctrine of the period.
And as thinking about economic development evolved so did the theory
of economic integration among developing countries undergo modifica
tions reflecting this evolution. We can trace the progress of thinking
about regional integration as it relates to the evolution of development
theory in very broad terms. This provides a context for situating some of
the recent literature on Latin American integration in relation to these
trends.

Traditional Customs Union Theory

Prescriptions for development based on neoclassical theory and pro
grams of integration coming out of traditional customs union theory
owe their great degree of compatibility to their shared origins in liberal
laissez-faire economics. Based on a simplistic analogy with Great Britain
during the Industrial Revolution, this approach saw unfettered free en
terprise as the best means to bring about industrialization to the devel
oping countries. International trade would serve as the "engine of
growth," which along with foreign investment and aid would provide
the much-needed capital to implant productive enterprises in these
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countries. The spin-off effects of forward and backward linkages and
employment would eventually diffuse throughout the economy bring
ing development. One of the major debates within this "diffusionist"
approach to development was over the issue of balanced or unbalanced
growth which turned on the question of availability of capital and mar
kets. International free trade and laissez-faire national policies are basic
prescriptions of this approach.

Customs union theory presents regional economic integration as
"second best" to global free trade as it represents a step in that direction
away from individually protected national economies. Customs union
theory is directly derived from neoclassical economics and its principal
benefits are based on increases in efficiency derived from freeing trade.
Hence the emphasis on "gains from trade" and the central role occupied
by the criterion of the net amount of trade creation over trade diversion
as the principal determinant of the beneficial result of a customs union."
The larger market and potential gains from trade resulting from eco
nomic integration along with the stimulative example of the EEC made it
an obvious policy adapted to a concept of development based in liberal
economics. In transferring traditional customs union theory from Eu
rope to Latin America the importance of one crucial aspect of the theory
was neglected. The eventual goal of integration in an underdeveloped
setting, the creation of an industrialized economy, was a precondition of
the theory. Customs union theory assumes the existence of an indus
trialized economy with full employment of factors of production for its
beneficial effects to be realized. In addition to this it specifies certain
conditions (of size, significance of foreign trade, etc.) which are neces
sary for it to generate the expected gains. Developing countries generally
do not satisfy these conditions. This led economic theorists to question
the desirability of integration schemes among developing countries. 10 It
was recognized that traditional customs union theory could not be trans
ferred to regions like Latin America, but it could be adapted to them,
and this adaptation involved a shift in the conception of gains defined as
increases in income through marginal growth in productivity to gains
defined as creation of new industrial activity involving unemployed or
underutilized factors of production even at relatively low levels of pro
ductivity. The real impetus for the adaptation of regional integration as a
development strategy came, however, from the ECLA doctrine of im
port substituting industrialization under the leadership of Raul Prebisch.

Regional Integration and Development

In the 1gSOs and 1960s development policies in Latin America and the
Caribbean were greatly influenced by the ideas put forth by Raul Prebisch
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and W. Arthur Lewis in their essays dealing with industrialization and
development in the region. 11 Based on these ideas the dominant theme
in development strategy became import substituting industrialization
through the attraction of foreign investment. Popularly known as indus
trialization by invitation, this policy relies on a protected national mar
ket and fiscal incentives to attract industrial investment. Where these
policies were seen to have exhausted their potential contribution to de
velopment at the national level, customs union theory provided a basis
for their extension to the regional level. Trade diversion, an undesirable
effect according to traditional customs union theory, became the em
bodiment of import substitution at the regional level with the added
inducements to investment of the larger regional market and common
external tariff. ECLA became a major proponent and promoter of this
strategy and actively contributed to the establishment of LAFTA and the
Central American Common Market, and to a lesser degree to CARIFTA.
ECLA did not play this role of godfather to integration in the establish
ment of the Andean Group, which grew out of dissatisfaction on the
part of some member countries of LAFTA. ECLA has remained, however,
actively involved in the promotion of economic integration throughout
the region.

The doctrine of industrialization by invitation brought disap
pointments as well as successes as increased foreign investment led to
alienation of control of the economy, distortions in the labor market,
large import bills for inputs, and expatriation of profits. At the regional
level these effects were often exacerbated by the greater ability of the
multinational companies to take advantage of the larger protected mar
ket and the tendency of regional integration to reinforce and politicize
existing inequalities among countries of the region. These developments
confirmed the view of a number of critics who saw in the integration
process an opening up of the economies to the exploitation of the multi
national companies and even greater disintegration of the local economy.

Integration, Inequality, and Dependence

The emphasis on regional integration as a market solution to economic
development and its marriage to the doctrine of industrialization by
invitation made it the object of harsh criticism on the part of scholars of
the dependencia tradition. 12 When looked at closely the data that showed
the "success" of Latin American integration in the form of an impressive
expansion of trade revealed the important degree to which this trade
was accounted for by multinationals and to which the "gains from trade"
were concentrated in the more advanced member countries of all Latin
American integration schemes.
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The issues of unequal distribution of the gains from integration
and the polarization of industrial development within the regional
groupings were manifest in the earliest examples of Latin American
integration and some attempts were made to offset their impact. The
issue of dependency arose later and has given rise to fewer attempts to
define a regional policy to counter the problem, principally in the An
dean Group and CARICOM. Both of these problems have been the
source of the major political conflicts that have disrupted the process of
Latin American integration throughout its history.

The problems of inequality and dependence, plus the highly po
liticized nature of these issues in Latin America, required an approach to
understanding integration that could not be satisfied by economic theo
ries of integration or theories of political integration. The historical and
holistic nature of dependencia thinking along with the shifting of the
nature of integration more towards a tool of policy coordination for
economic development gave rise to a political economy approach to
regional integration. 13 Such a focus shifts attention away from the eco
nomic gains from freeing trade and political integration toward a socio
political analysis of developmental regionalism within the world
economy.

Unlike studies of economic integration and studies of political
integration, which have clearly defined dependent variables of "wel
fare" and "supranationalism," respectively, the political economy of re
gional integration is more concerned with the role of integration in the
sociopolitical process of economic development of member countries
within the world economy. As Latin American integration has been the
object of study of economists and political scientists, the evolution of
thinking is reflected in the different approaches to studies within and
across these disciplines.

THE STUDY OF LATIN AMERICAN INTEGRATION

One of the most remarkable features of Latin American regional inte
gration has been its capacity to survive and remain active and dynamic in
the face of numerous obstacles, shortcomings, and failures. Taken as a
region-wide phenomenon in its different institutional manifestations
(LAFTA, CACM, CARICOM, Andean Group), integration presents an
image of great flexibility and adaptability in the face of differing condi
tions. The scholarly literature on Latin American integration has re
flected this flexibility growing out of the evolution in thinking about
development and out of the need to keep pace with the changing reality.
While it might be possible to classify contemporary works on integration
according to several different "schools" of integration, it would be more
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accura te to describe them as eclectic, as most of them reflect the infl u
ence of cross-fertilization from different schools and disciplines. An idea
of the diversity of the contemporary literature on Latin American inte
gration can be had by looking at recent books by economists and politi
cal scientists dealing with the different Latin American integration
schemes. 14 Comparing books by an economist and a political scientist
on each of the three integration schemes, the CACM, CARICOM, and
the Andean Group provides a good illustration of the contemporary
literature on Latin American regional integration. 15 In addition to the
scholarly literature, official and"quasi-official" reports on the progress
of integration in Latin America provide a broad source of information on
the subject. 16

As would be expected, the writings by economists and those by
political scientists differ according to their discipline in the major ques
tions asked, in the data on which they are based, and in the focus of
their explanations. However, given that they are all addressing a ques
tion that is inextricably tied to the economics and the politics of the
region, they do contain a certain unity of purpose in trying to under
stand and explain the phenomenon of regional integration in Latin
America. This unity between economists and political scientists is per
haps unique to this particular field."? It is particularly notable in the
examples of the works by Mytelka on the Andean Group and Cline and
Delgado on the CACM, where the focus goes beyond simply explaining
the politics of economic policy or the economics underlying regional
integration to attempting a greater understanding of the economic
political nexus that underlies integration. The two books on the Carib
bean, by Anthony Payne and by Sidney Chernick, provide thorough
descriptions of the politics and economics of the regional experience,
while Royce Shaw's book on the CACM and David Morawetz's book on
the Andean Group undertake to provide an explanation of the politics
and economics of integration, respectively. Payne explicitly eschews all
attempts at theorizing and provides a comprehensive political history of
Caribbean integration from 1961 to 1979. Likewise, Chernick presents a
comprehensive survey of the economic conditions of the Caribbean in a
book that is the edited version of a World Bank study of the region from
which any judgments which might be sensitive have been removed.

Among the studies by economists there is a diversity of approach
which ranges from the regional economic survey of the Caribbean by
Chernick, to the case study of the Andean Group from traditional cus
toms union theory by Morawetz, to the series of studies employing a
range of methodological tools by economists of SIECA and the Brook
ings institution edited by Cline and Delgado. The last of these is the
most penetrating and innovative of the studies, employing new and
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sophisticated techniques and using extensive data to come up with an
swers beyond the traditional questions of economic integration theory.
Of particular importance are the identification and measuring of the
effects of labor opportunity cost, economies of scale and foreign ex
change savings, and the impact on employment and intranational income
distribution, all of which are more relevant to concerns of development
than are the traditional static welfare benefits of integration.

The political studies show a similar diversity of approach, al
though none of them follows the path of earlier neofunctionalist studies
of political integration. They are rather studies of the politics of eco
nomic integration, or in the case of Mytelka's work, the political
economy of integration. The study of the Central American Common
Market by Shaw does not so much eschew theory, as Payne's study of
CARICOM does, but rather it poses a challenge to all theorizing about
the politics of regional integration. Payne finds existing theories inade
quate or inappropriate while Shaw asserts that earlier theoretical analy
ses of the CACM (particularly from the neofunctionalist perspective)
were fundamentally incorrect in their conclusions. His approach is es
sentially atheoretical and his main thesis is that Central American in
tegration can be best understood as a manifestation of the domestic
politics of the member countries. This perspective is a reaction to the
limitations of the regional level of analysis adopted by both neofunc
tionalism and traditional customs union theory. This issue is grounded
in the different perspective arising from international relations (neo
functionalism) on the one hand and comparative politics on the other,
with Shaw's analysis falling in the latter category. As well as being a
point of convergence for the disciplines of economics and political sci
ence, regional integration is the point of convergence between domestic
and international politics, and the emphasis of a particular study is
determined by the perspective from which one begins. While there are a
few contradictions between the findings of all the different studies, most
of the differences in the conclusions represent not so much opposing as
alternative explanations of the same phenomena. The major problem
lies in the inability to integrate the different findings into a common
framework that would permit some assessment of the relationship and
relative importance of the different factors that each perspective sees as
most important to understanding the integration process.

Mytelka's study of the Andean Group, among the political stud
ies of regional integration, goes farthest toward this kind of synthesis,
while Cline and Delgado's collection of essays among the economic
studies makes the greatest contribution to an eventual understanding of
the economic bases of the politics of regional integration.

The political economy of integration sees integration as it im-
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pinges on development within the twin constraints of the domestic
sociopolitical system and the global economy as they have developed
historically. It provides for the understanding of regionalism as a form of
collective self-reliance whose goals are _different from both the welfare
maximization of traditional customs union theory and the political inte
gration of neofunctionalism. Its emphasis on the holistic and historical
processes of development provides a much broader understanding of
integration, but also raises the same problem as Raymond Aron's "dip
lomatic constellation" approach to international politics. Everything is
related to everything else and it is impossible to take into consideration
every facet of the complex process that explains the phenomenon under
study. In any approach the best place to start is with factors that impinge
most directly on the process of integration. Less ambitious theories (par
ticularly the more formal ones) will then relegate the less important
factors to the status of ceteris paribus conditions while political economy
will attempt to include them, albeit often in a very general and imprecise
way. An extreme example of the former can be found in neoclassical
economic theory where political considerations tend to be treated as
"market imperfections."

Mytelka's study of the Andean Group provides an explanation of
regional integration based on the analysis of social change (including the
class structure) at the national level within the global political economy.
It focuses on two elements of development that have received little
treatment in the literature of integration, regulation of direct foreign
investment and regulation of the transfer of technology. This study of
the Andean Group indicates the present trend of regional integration
away from market-oriented freeing of trade toward the use of common
institutions for policies of regional regulation and sectoral programming.

Cline and Delgado's offerings reflect this same trend to a lesser
degree and provide important insights into the economic underpinnings
of regional regulation. The essays in this volume reflect a welcome move
away from the tendency of economic integration studies to be strongly
biased toward concerns of efficiency which are much more appropriate
to customs unions among industrialized countries than developing
countries, and toward concerns more relevant to development. This
move is reflected in an attempt to address the problem of tradeoffs
between economic concerns of efficiency and political concerns of re
distribution which is central to Third World integration schemes. In their
conclusions Cline and Delgado point out that in Central America "costs"
from trade diversion have been small, thus reducing the degree of con
tradiction between efficiency and politics. 18 For the most part studies of
regional integration by political scientists have not made any serious
attempt to deal with this problem, which is of graver consequence the
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smaller the regional economy given the need to move toward diversi
fication through export promotion. They usually treat it as a "necessary
cost" of the political compromise required to maintain a viable integra
tion scheme. 19

The issues of desarrollo equilibrado, equitable distribution of the
benefits of integration, and polarization on the one hand, and foreign
investment, transfer of technology, and dependence on the other pro
vide a focus around which the political science and economics literature
on Latin American integration have been converging.

Chapter 3 of the book on the CACM by William Cline, which
deals with the costs and benefits of integration, goes beyond the tradi
tional customs union theory treatment of this question and offers a more
sophisticated treatment than simple measures of income can provide.
His factor analytical treatment yields findings on the relative level of
development of the member countries which contradict both the previ
ous economic findings and the generally accepted position that Nicaragua
is one of the countries to benefit least from integration. This divergence
between the perceived and the actual situation underlines the necessity
to go beyond purely economic analysis of integration to understand the
process of regionalism. And, considering the importance to integration
of domestic political concerns as underlined by Shaw, and the emphasis
on understanding integration within the global political economy by
Mytelka, it demonstrates the need to approach the understanding of
integration from the perceived opportunity costs of the parties involved.
The most fruitful approaches to Latin American integration will be based
on a synthesis of this kind, a synthesis that can perhaps be best provided
by the approach of political economy.

Lynn Mytelka's study of foreign investment, transfer of tech
nology, and sectoral programming, with emphasis on the role of the
multinational corporation, addresses a key issue in understanding the
role of integration in overcoming the problems of dependent under
development. The Andean Pact's Decision 24, dealing with the regula
tion of foreign investment and technology, provides the basis for a policy
to increase the benefits of integration in the form of increased employ
ment, reduced payments for technology, greater use of local inputs, and
increased export potential inter alia.?" Mytelka's findings show why
Decision 24 has fallen short of its expectations and at the same time
show that it has not been a deterrent to foreign investment, as has been
argued by a number of critics.

Although the Andean Group is the only Latin American integra
tion scheme to have adopted a comprehensive policy of this kind, Cline
and Delgado's collection of essays reveals findings directly relevant to
the likelihood of success of such a policy in the Central American Com-
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mon Market. In chapter 4, Frank, Soto, and Sevilla, dealing with the
substitution elasticity of factors, find a relatively high degree of substi
tutability between capital and labor in the industrial sector. This sug
gests that in the CACM, and other regions where this condition exists,
policies that raise capital costs could effectively stimulate the use of
technology with greater employment benefits. There are also important
policy implications for sectoral programming to be drawn from Cline
and Rapaport's analysis of industrial comparative advantage in the
CACM, which could contribute to resolution of the economic efficiency
versus political distribution problem that sectoral policy aims to achieve.

In these areas of policy, which represent the vanguard of Latin
American integration research, efforts in economics and those in politi
cal science have much to offer each other. As Latin American integration
moves away from its original form, studies of integration are evolving
beyond their original theoretical bases and are shaking off some of the
limitations imposed by the demands of their individual disciplines. This
in tum, provides a flexibility and adaptability more suited to the under
standing of the changing nature of regional integration.

THE LESSONS OF LATIN AMERICAN INTEGRATION

Latin American integration is not what it used to be. It began as a model
of and reaction to European integration transplanted into conditions
quite different from those under which the European example operated,
both in theory and in practice. From the relatively modest goal of freeing
trade to increase the growth of GNP in LAFTA, to a system of regional
policy coordination to attack the more fundamental causes of dependent
underdevelopment in the Andean Group, it has reflected different con
cepts of the problems of development and their solution. Perhaps re
gional integration has changed so much that it is no longer proper to use
the term to refer to these organizations. 21

Regional integration can be better understood today as a mani
festation of collective self-reliance. The term refers to cooperation among
developing countries on a South-South basis as part of the larger strug
gle to bring about a redistribution of world production, control over the
creation and allocation of surplus in the developing countries, and the
power to make decisions on matters affecting their own societies. Col
lective self-reliance implies restructuring the links between Third World
and industrialized countries through the creation of new links among
developing countries. Clearly this approach goes beyond the goals of
traditional customs unions and provides a much broader basis for un
derstanding and evaluating Latin American integration.

Although all the regional integration schemes in Latin America
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are based on the establishment of a free trade area or a customs union,
no longer does this trade liberalization approach reflect the major thrust
of regionalism. Within Latin America this is most evident in the Andean
Group, which has gone farthest toward a system of sectoral program
ming, one example of integration policy more adapted to solving prob
lems of development. This tendency is symptomatic of a trend in Third
World regional integration toward more intensive integration on a less
extensive scale: the adoption of policies much more "positive" and diri
giste in nature within a limited sector of activity, and perhaps among a
smaller group of countries, in the form of subregional integration. The
Andean Group's emergence as a subregional grouping out of LAFT A,
and CARICOM's move to "deepening" rather than "widening" the in
tegration movement are examples of this trend. Often the political com
promises required to adapt these more advanced policies can only be
achieved among a smaller grouping of states.

The reasons behind this trend become evident when one ex
amines the various integration policies in the context of the require
ments of regional integration for development. First, integration must
bring about an increase in net benefits for the region. Second, it must
provide for a distribution of those benefits that is satisfactory to all
members of the region. And third, it must contribute to the increased
capacity of the region to maintain an internal dynamic of development,
reducing the dependence on outside forces. Moreover, it must accom
plish these tasks within the social, economic, and political conditions
prevailing in developing countries.

Traditional customs union theory demonstrates how an economic
union can achieve the first of these goals, achieving a real increase in
welfare for the region as a whole. The requisite conditions of an indus
trialized economy and the lack of attention to intercountry distribution
of gain puts into question the role that this freeing of trade approach has
in integration among developing countries. If trade integration has a
small contribution to make to economic development, however, it may
playa significant but double-edged role in the politics of integration. All
Latin American integration schemes resulted in a rather quick increase
in intraregional trade. This effect, which is generally perceived as a
significant benefit by the member countries, may provide an incentive to
further steps toward integration, particularly since other visible benefits
are not likely to be seen in the short term. However, because of the
tendency for these gains in trade to be distributed unequally, and their
tendency to increase the role of foreign investment in the long run, the
ultimate effect of trade liberalization may be to undermine the basis for
cooperation in taking further steps toward integration. These further
steps may include joint projects to develop a regional infrastructure,
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regional planning, or sectoral programming, all of which are more likely
to make a greater contribution to development and require greater po
litical coordination than liberalization of trade.

Intraregional disparities and the tendency for economic integra
tion to reinforce them make explicit policies to effect more equal distri
bution of benefits necessary. These mechanisms may involve a simple
transfer among member countries, or an allocation of productive activity
among the territories of the region. In either case they involve a direct
intervention into the economic forces operating in the region, a political
action that requires agreement among the member governments beyond
simply eliminating obstacles of trade.

The same is true with regard to regional policies aimed at increas
ing the role of local production in the regional economy through policies
to regulate foreign investment and the transfer of technology, as in
Decision 24 of the Andean Group or the Draft Agreement on Foreign
Investment and Development of Technology that CARICOM failed to
adopt. The complex nature of the policies required to respond to the
complex problems of development, the rather high administrative and
institutional requirements for implementing them, the controversial na
ture of the matters they deal with, and the perceived threat they pose to
some of the established interests of the region pose formidable political
obstacles to their adoption and implementation. This is even further
complicated by the national tendency to perceive development gains
relative to the gains of regional partners rather than in absolute terms.
The recent literature on the politics of Latin America reflects this situa
tion.

The contradiction of Latin American regional integration lies in
the fact that the kinds of policies most likely to contribute ultimately to
development are the most difficult to adopt and implement. Sectoral
programming provides a clear example of this. It is a policy that creates
net benefits for the region by expanding productive capacity, permits
equitable distribution of benefits by allocating production among mem
ber countries, and contributes to reduction of dependence by providing
a defined role for local participation. Precisely because it affects these
crucial questions it raises issues of intraregional distribution of benefits,
laissez-faire economics versus dirigisme, multinational versus national
companies, and the influence of metropolitan countries in the region.
Yet, since sectoral programming does represent an attempt at more in
tensive integration on a less extensive scale it provides a basis for politi
cal compromise. Negotiations can take place and compromises may be
struck over the principal issues within a limited sector that allow the
perceived opportunity costs to be clearly defined and trade-offs to be
made.
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On a broader scale, regional development planning offers a con
text in which sectoral programming can be integrated. Fraught with
greater political difficulties because of its broader scope, no Latin Ameri
can regional integration scheme has yet moved to this stage, although
CARICOM has been studying the possibility for a number of years. It is
one area in which the rationalization of regional production could be
combined with the economy of scale in the use of one scarce resource,
administrative skill.

These aspects of Latin American regional integration illustrate the
extent to which the process has moved away from the laissez-faire ap
proach of freeing trade toward a framework for the formulation and
implementation of regional policies to restructure the existing economic
relationships among member countries and with the rest of the world.

It is important to be aware of the limits of Latin American integra
tion. It cannot be a panacea for the development problems of the region,
and in a number of ways it can only make a partial contribution to their
solution. Political integration is not one of the goals, and approaches to
the study of political integration are not likely to yield many relevant
insights into the most important aspects of integration. It is possible to
understand better the process of regional integration through a theoreti
cal perspective directed at the level of the political negotiations of re
gional integration, but at this level of analysis a great number of relevant
factors which may be of major importance must be relegated to the
ceteris paribus category. These include the domestic politics of member
states as well as the influence of the global political economy.

Latin American integration does not offer a solution to the prob
lems of intranational inequalities of wealth and income, one of the fun
damental characteristics of the member countries. Nor has it as yet made
much of a contribution to the basic needs of the population of the region.
This latter area is one in which there is some reason for hope. All of the
Latin American regional integration schemes have paid lip service to the
development of regional agriculture, but practice has fallen short of this
commitment. Recently the Andean Group and CARICOM have initi
ated measures in this area, the latter's Regional Food Plan and Carib
bean Food Corporation being the most ambitious. Regional policies in
the agricultural sector may constitute the area in which integration can
ultimately make the most significant contribution to the region, particu
larly if they go beyond simple measures of freeing trade to restructure
production along lines of regional needs.

Ultimately development implies socioeconomic changes which
will fundamentally alter the present political and social structure of Latin
American countries. Since such changes pose a major threat to the
dominant elites in these countries, and since it is these elites who direct
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the integration process, there must be serious reservations as to the
possibility of achieving a type of integration which can make a major
contribution to development. It is not to be expected that these elites
will pursue policies likely to undermine their own positions. In this
regard Latin American integration has not yet provided a satisfactory
response to the radical critique that effective integration can take place
only after fundamental sociopolitical changes have occurred in the mem
ber countries.P? This, perhaps, poses the most fundamental challenge to
regional integration in Latin America.
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