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Basis for a Latin American Common Market* 
By Felipe Herrera, Washington 

T he t rend of the  deve lop ing  count r ies  toward  inte-  
gra t ion  resul ts  bo th  from an asp i ra t ion  for economic  

g rowth  and from a d issa t i s fac t ion  wi th  the  p reva i l i ng  
sys tem of i n t e rna t iona l  t rade  re la t ions .  This phenom-  
enon  was c lear ly  appa ren t  at  the  Uni ted  Nat ions  Con- 
Ierence  on Trade  and  Deve lopmen t  in Geneva ,  w h e r e  
one  of the mos t  impor t an t  topics was  " reg iona l i sa t ion"  
v i ewed  by  the  "marg ina l"  or "per iphera l"  count r ies  
of Asia,  Afr ica  and  Latin A m er i ca  as a means  of pro- 
mot ing  the i r  g rowth  and deve lop ing  the i r  ex te rna l  
re la t ions  on a more  even  basis.  

If the expans ion  of economic  areas  is of the u tmos t  
impor tance  to the  indus t r i a l i sed  count r ies  of Europe,  
s ince it permits  them to m a i n t a i n  the i r  compet i t ive  
pos i t ion  in the  wor ld  marke t  t h rough  the  u t i l i sa t ion  
of "economies  of scale" ,  such expans ion  is abso lu te ly  
essent ia l  to deve lop ing  count r ies  still in the  ini t ial  
s tages  of indust r ia l i sa t ion .  

The cur ren t  c i r cums tances  of the  deve lop ing  coun- 
tr ies are essen t ia l ly  the same as those  p reva i l i ng  in 
the  Uni ted  States  w h e n  it b roke  a w a y  from its depend-  
ence  on England and  re j ec ted  the role  of p roducer  of 
r aw  mater ia l s  a l lo t ted  to it in tha t  scheme of depend-  
ency,  seeking  to s t r e n g t h e n  its indus t ry  by  c rea t ing  a 
domest ic  marke t  which was  in i t ia l ly  p ro tec ted  by  h igh  
defens ive  tariffs. This  " inner -d i rec ted  pol icy" ga ined  
a s c e n d a n c y  dur ing  the  Civil  War ,  when  indus t r ia l  
in te res t s  p reva i l ed  o v e r  the  free t rade  policies advo-  
ca ted  by  the  tobacco  and  cot ton  expor te rs  of the 
South. 

In most  Latin A m e r i c a n  countr ies ,  and wi th  special  
v igour  in the l a rge r  and more  popula ted  nat ions,  ef- 
forts  a re  be ing  made  to rep lace  impor ts  of manufac-  
tured  and  in t e rmed ia t e  goods and even  some l ines of 
durable  consumer  goods  and h e a v y  industry .  How- 
ever,  because  of the  l imi ted size of the i r  marke ts ,  
p roduc t ion  costs u n d e r  this process  are, in m a n y  
cases,  v e r y  h igh  and  such indus t r ies  can on ly  be  
m a i n t a i n e d  t h rough  h igh  p ro tec t ive  tariffs. 

The prob lem assumes  e v e n  grea te r  propor t ions  if one 
cons iders  the h e a v y  i n v e s t m e n t  and complex tech- 
no logy  requi red  for the  more  advanced  s tages  of in- 
dus t r ia l  product ion.  M a r k e t  in tegra t ion  is an  essent ia l  
factor  in mak ing  this  p rocess  economica l ly  sound by  
t ak ing  a d v a n t a g e  of t he  pr inc ip les  of economies  of 
scale  and  specia l isa t ion.  It  is obv ious  that  in tegra t ion  
of the p resen t  marke t s  will  not  on ly  faci l i ta te  the  
e s t ab l i shmen t  of l a rge r  indus t r ies  but  also s t imula te  
compet i t ion  among  p roduce r s  of manufac tu red  and 
in t e rmed ia t e  goods, forc ing  them to improve  thei r  el- 

*) This contribution summarises some of the mo~t significant ideas 
of the author's speach at Georgetown Uni'~,ersity, "Washington, 
D. C., June 22, 1966, 

f iciency. It would  also avo id  the  uneconomica l  was te  
of ins ta l led  capac i ty  exempl i f ied  b y  the  u l t imate  para-  
dox of a semi- indus t r ia l i sed  reg ion  con ta in ing  m a n y  
factor ies  p ro tec ted  b y  na t iona l  tariffs, hu t  which a re  
opera t ing  at  on ly  half  of the i r  ]potential. 

Technology and Integration 

Indus t r ia l  d e v e l o p m e n t  p re supposes  technologica l  de-  
ve lopment .  The ass imi la t ion  of k n o w l e d g e  and ex- 
pe r i ence  from the  more  a d v a n c e d  reg ions  is a p rocess  
tha t  the  Latin Amer i can  coun t r i es  can accomplish,  in- 
d iv idual ly ,  on ly  at  v e r y  h igh  cost.  Meanwhi le ,  t he  
" technologica l  gap" be tween  our  a rea  as a whole  and 
the indus t r i a l i sed  count r ies  con t inues  to widen.  

The  technologica l  backwardness  of Latin Amer i ca  is 
re f lec ted  in the  p roduc t i v i t y  of its l abour  force. The 
ave rage  p roduc t ive  capac i ty  of a Lat in  A m e r i c a n  
w o r k e r  is b a r e l y  15 to 30~ of t ha t  of a worker  in 
count r ies  whe re  sc ience  and  technology  are  inten- 
sively appIied to ra ise  produc t iv i ty .  It is es t imated  
that  on ly  1 0 %  of the economica l ly  ac t ive  popula t ion  
of Latin Amer i ca  is employed  in en te rp r i se s  wi th  rel- 
a t i ve ly  h igh  technological  levels ,  and  t h e s e  enter -  
pr i ses  are  usua l ly  foreign companies .  The  par t ic ipa-  
t ion of ex te rna l  i nves tmen t  is va luab le  p rec i se ly  be-  
cause  i t  br ings  wi th  it the  "know-how"  which is so 
scarce  in the  deve lop ing  countr ies ;  however ,  the  bes t  
p roduc t ion  me thods  h a v e  no na t i ona l i t y  and  the con-  
t rast  is s imply  a resul t  of the  app l ica t ion  of tech- 
n iques  deve loped  in terms of b road  m a r k e t s  cover ing  
vas t  geoeconomic  areas.  In o ther  words,  the assimi- 
la t ion of "know-how"  on an  ex t ens ive  scale  is c losely  
tied, in our  case, to the  expans ion  of the  regional  
market .  

For tuna te ly ,  the  increas ing  i n t e rna t i ona l i s a t i on  of 
scient if ic  and  technological  k n o w l e d g e  m a k e s  it pos-  
sible for Latin Amer ica  to absorb  the  advances  made  
in o ther  regions  and to app ly  them to i ts own devel-  
opment  needs.  It is obvious,  howeve r ,  t ha t  coordi-  
n a t e d  reg iona l  act ion is essent ia l  to max imum uti l isa-  
t ion of tha t  oppor tuni ty ,  not  on ly  because  in teg ra t ion  
will make  it eas ie r  to mee t  the  costs of ass imi la t ing  
and app ly ing  such knowledge  and  of mode rn i s ing  re- 
gional  centers  of teaching and research  and us ing  
them for specia l i sed  purposes ,  bu t  also because  it af- 
fords the  bes t  means  of t r ans fe r r ing  technology  to 
Latin Amer i ca  wi thout  d is tor t ing the cu l tu ra l  her i tage .  

Planning and Integration 

It is now possible  in the l ight  of a few years '  ex- 
per ience  to eva lua te  the  a d v a n t a g e s  and  l imi ta t ions  
of two Latin Amer ican  schemes of economic  unifi- 
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cation which have been  modeled on more  advanced  
forms and implemented on diverse  bases.  

It is common place to speak of the success  of the 
Central  American Common Market.  However ,  we  
should recall  that  in 1965 alone, in terregional  t rade 
for the area totaled $ 140 million, compared  to $ 32 
million in I960. But, more important  than quant i ta t ive  
express ions  is the recognit ion of the fact  that  this 
dynamic growth has resulted fundamenta l ly  from the 
great  expansion of t rade in industrial  products,  cur- 
rent ly  es t imated at more than 7 0 %  of the total. 

In the case of LAFTA, there  has also been a signi- 
f icant increase in the flow of inter-regional  t rade  
during that period, amounting to 100% , but the com- 
posi t ion of such t rade continues to be dominated  by  
the tradit ional commodit ies  bought and sold b e t w e e n  
those countries.  The recent  trend to expand t rade  in 
industrial  goods is still far be low the desired levels.  
These few figures i l lustrate the grea ter  vi tal i ty  of a 
common market  sys tem than that  of a mechanism 
based on the el iminat ion of customs tariffs on a prod-  
uct-by-product  basis. 

One should bear  in mind the fact that  if the p rocess  
of integrat ion in Latirr America  is res t r ic ted to liber- 
alising intra-regional  trade, or even to safeguarding 
the in tegra ted  marke t  from internat ional  compet i t ion 
through a common external  tariff, the exist ing gap 
be tween  countr ies  would inevi tably  continue to widen.  
The new inves tments  fostered by the expansion of 
markets  would be concent ra ted  preferab ly  in the 
more  industr ia l ised areas, since the greates t  incent ive  
to inves tment  is the exis tence of an industr ial  base, 
fulfilling the essent ia l  prerequisi tes .  Silo Paulo, 
Buenos Aires,  Santiago, C6rdoba, Medell in,  Monte r rey  
and Mexico City would undoubtedly  increase their  
impor tance  in re la t ion to other  areas. And a l though 
the  over-al l  product  of the region might  expand at a 
h igher  rate, the net  result  would be to inst i tut ionalise 
within Latin Amer ica  the "division of labour" be tween  
s teadi ly  p rogress ing  industr ial ised zones and areas re- 
legated to s tagnat ion.  

The theoret ical  equal i ty  of inves tment  opportuni t ies  
associa ted  with t rade  l iberalisation exists only on 
paper  for the re la t ive ly  less developed areas and 

countr ies  of the region. That is prec ise ly  why  a 
t ransi t ional  scheme of preferent ia l  t rea tment  for the 
re la t ively  less deve loped  countr ies  and those with in- 
sufficient marke ts  has had to be envisaged within the 
Latin Amer ican  Free  Trade Associat ion.  But even  this 
incent ive  is not enough unless it is accompanied by 
real possibil i t ies of channeling and locat ing invest-  
ments  wi thin  those  areas. 

Therefore,  to speak of the economic integrat ion of 
developing countr ies  is to imply a need  for some sort 
of inves tment  p lanning on a regional scale. If such 
planning cannot  encompass  the economy as a whole,  
at least  the goals of the respec t ive  nat ional  devel-  
opment  plans  can be harmonised  and coordinated  in 
terms of infras t ructure  works  of regional  scope or 
new sectors  of industrial  expansion.  This would not 
be possible  wi thout  the inst i tut ional  apparatus  of a 
common marke t  and wi thout  the coordinat ion of poli- 
cies afforded by  this type  of integration. 

The case of the automot ive  industry,  in which, for 
lack of p roper  orientat ion of inves tments  on a region- 
al scale, a ssembly  plants  have  multiplied, duplicating 
inves tments  and creat ing new problems for future in- 
dustrial  integrat ion,  is sufficient proof of the urgent  
need  for adopt ing  a regional  inves tment  pol icy for 
Latin America .  

Economic Integration and Political Action 

Professor  Halls tein began a lecture at Harvard  Uni- 
versi ty,  in re ference  to the European Common Mar-  
ket, by stat ing:  ~We are not  in business at all; we  
are in politics. ~ In these  words,  he defined the pro- 
found poli t ical  connotat ion of economic regionali-  
satian. 

In this connection,  one of the most  significant  recent  
deve lopments  in the process  of Latin Amer ican  inte- 
grat ion is p rec i se ly  the emphas is  being given to its 
political aspects .  If we  are to accelera te  our economic 
integrat ion,  we need  to act  at the politic level  to set  
up communi ty  inst i tut ions endowed  with  regional  
authority.  It is through such ent i t ies  and through other  
inst i tut ional  guidelines which we provide for the Latin 
Amer ican  common market ,  that  we  will be  able to 
orient  our product ive  forces dynamica l ly  and effec- 
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t ively.  This pol i t ical  approach would obv ious ly  not  
h a v e  ar i sen  wi thou t  the  pr ior  evo lu t ion  of economic  
condi t ions  which, in order  to he  p romoted  now, re- 
quire  publ ic  action.  

If we  ref lect  on the  epoch of d i s in tegra t ion  it  is evi-  
den t  tha t  the  pol i t ica l  a sp i ra t ion  of our  l eaders  to 
ma in t a in  the  un i ty  of our  republ ics  amoun ted  then,  in 
the  absence  of economic  foundat ions ,  to no  more  t han  
*plowing in the  sea".  

The at tempts ,  first, to p r e s e r v e  Span ish  A m e r i c a n  po- 
l i t ical  un i ty  and, later,  to r econs t i tu t e  a f r agmen ted  
order,  were  condemned  to fa i lure  for lack of the  
dynamic  factors  essent ia l  to economic  cohesion.  To- 
day, we find ourse lves  at  the  opposi te  ex t reme:  the  
forces t end ing  toward  economic  in t eg ra t ion  will f ind 
no va l id  express ion  unless  factors  f avour ing  pol i t ical  
i n t eg ra t ion  are  created.  The  pol i t ica l  i n t eg ra t ion  of 
Lat in Amer i ca  is no t  Utopia  t oday  but  a ref lec t ion 
and, at  the  same  time, an ef fec t ive  tool of regional  
economic  union.  

Economic Developmentism 

Par t i cu la r  s t ress  mus t  be  p laced  on the  pol i t ica l  ap- 
proach to Latin A m e r i c a n  in teg ra t ion  in  v i ew  of the  
fact that ,  h o w e v e r  much the  na t ions  of the  a rea  prog-  
ress  towards  more  a d v a n c e d  economic  stages,  g iven  
the  di f ferent  s t a r t ing  po in t s  which t h e y  h a v e  had  in 
compar i son  wi th  the  m o r e  indus t r ia l i sed  countr ies ,  
t hey  wil l  find it  diff icult  to a t t a in  comparab le  levels  
of deve lopment .  

Even  assuming  h y p o t h e t i c a l l y  the  rapid  deve l opmen t  
and  in t eg ra t ion  of our  con t inen t ,  i t  wil l  st i l l  be  vir-  
tua l ly  imposs ib le  to reach the  l iv ing  s t anda rds  of so- 
ciet ies  h i s to r ica l ly  far  more  advanced .  W e  will in- 
e v i t a b l y  be  p lagued  by  the  same mi rage  as tha t  ex- 
pe r i enced  b y  the  t r a v e l e r  in the  deser t  who,  be l i ev ing  
he  has  reached an  oasis,  rea l ises  tha t  his sh immer ing  
pool  of w a t e r  has  m o v e d  sti l l  fu r ther  into  the  distance.  

An  exc lus ive ly  "economic  d e v e l o p m e n t i s m "  formula  
for a t t a in ing  the  s t a tu re  to .which Lat in A m er i ca  as- 
p i res  in  the  c o n t e m p o r a r y  world  is incomple te  in it- 
self. W e  mus t  achieve  economic  d e v e l o p m e n t  for the  
wel l -be ing  of our  coun t r i e s  and our peoples,  but  the  
shee r  power  de r ived  f rom the  g rowth  of our  economy 
wil l  no t  assure  us of g r ea t  we igh t  in the  wor ld  of the  
fu ture  unless  we ach ieve  a cohes ive  communi ty  
t h r o u g h  a pol icy  of c o m m o n  ob jec t ives  in re la t ion  of 
o the r  blocs, reg ions  or g rea t  nat ions .  

Jus t  as an  in t eg ra t ed  Lat in  Amer i ca  will  make  pos- 
s ible  the  deve lopmen t  of an "economy of scale" at  
the  economic  level ,  so i t  will  make  feas ib le  at  the  
pol i t ica l  leve l  the  e s t ab l i shment ,  for the  first t ime in 
our  his tory,  of a "po l i cy  of scale  *, tha t  wil l  ensure  
our  p rope r  and  ef fec t ive  in t e rna t iona l  role. 

Criticisms of integration 

In some quar te rs ,  the  i n t eg r a t i on  process ,  by be ing  
cons ide red  as a " c o n s e r v a t i v e  approach ~ to the pro- 
found social  t r ans fo rma t ion  now at work  in the  hemi-  

sphere ,  is def ined  as an  "escapis t"  a l t e rna t ive .  These  
same  cr i t ics  g e n e r a l l y  emphas i se  the  fol lowing ad- 
d i t iona l  two v iews :  

[ ]  I n t e g r a t i o n  is an  a t t empt  to e s t ab l i sh  a b r o a d e r  
m a r k e t  in Lat in A m e r i c a  for the  benef i t  of the  large  
fore ign  corpora t ions ,  which would bes t  be able  to 
prof i t  f rom the  t r ade  facili t ies offered b y  an  e x p a n d e d  
m a r k e t  

In v i e w  of t he  p reva i l i ng  s t ruc tu res  of social  or- 
gan i sa t i on  wi th in  our  communi t ies ,  the  benef i t s  of 
g r e a t e r  economic  progress  resu l t ing  from in t eg ra t ion  
would  exc lu s ive ly  f avour  the  t r ad i t i ona l l y  p r iv i l eged  
sectors ,  to the  neg lec t  of the  in te res t  of t he  g rea t  
n a t i o n a l  major i t ies .  

M a n y  who  express  such cr i t ic ism do not  deny  the  ad- 
v a n t a g e s  of in tegra t ion ,  bu t  cons ide r  t ha t  if i t  is ac- 
tua l ly  to r e p r e s e n t  a step fo rward  in our  social  evo-  
lu t ion  it  mus t  be  p receded  b y  s t ruc tu ra l  changes.  
A long  these  same  l ines of thought ,  some cri t ics a rgue  
t ha t  i t  is dange rous  to ove r look  the  p rob lem of the  
d ive r se  ways  in which the  sys tem of r e p r e s e n t a t i v e  
d e m o c r a c y  func t ions  in our  countr ies .  

This type  of r e a s o n i n g  is more  p r o p e r  to a s ta t ic  and  
mechanis t i c  concep t  of the  h i s to r ica l  process.  It  ig- 
no res  the  fact  t ha t  the  v e r y  process  of economic  and  
pol i t ica l  i n t eg ra t i on  will, b y  e s t ab l i sh ing  new  means  
and  ca tegor ies  of col lec t ive  coexis tence ,  gene ra t e  new  
forces  and  t r ends  toward  economic  and  social  change.  
The  e x p e r i e n c e  of different  reg ions  and  eras ind ica tes  
t h a t  the  i n t eg ra t i on  process  enta i l s  impor t an t  sociolo- 
g ical  t rans format ions .  

The United States and an Integrated Latin America 

The des i rab i l i ty  has  been  sugges ted  of es tab l i sh ing  a 
s ingle  Hemisphe r i c  Common M a r k e t  ex t end ing  from 
A l a s k a  to Pa tagon ia  r a the r  than  an  i n t eg ra t i on  sys tem 
conf ined  to Lat in Amer i ca  alone. Such a sugges t ion  is 
unrea l i s t i c  for the  obvious  economic  reasons  which 
h a v e  c rea ted  a gulf be tween  the  Uni ted  States  and  
Canada ,  on the one hand,  and  the  Lat in A m e r i c a n  
na t ions  who  are  cu r ren t ly  expe r i enc ing  a much more  
r u d i m e n t a r y  s tage  of indust r ia l  and  economic  devel -  
opment ,  on the  other .  

The  poli t ical ,  in te l lec tua l  and bus iness  leaders  of the  
Uni t ed  Sta tes  who  suppor t  Latin A m e r i c a n  in t eg ra t ion  
h a v e  unders tood  the  s i tuat ion in these  terms, rea l i s ing  
t h a t  a Latin A m e r i c a n  common m a r k e t  will  p ro j ec t  
i tself  as a s t rong pi l lar  of a solid i n t e r -Amer i can  sys-  
tem. No be t t e r  formula  for the  s t r e n g t h e n i n g  of in ter -  
A m e r i c a n  re la t ions  can be found t h a n  the i n t eg ra t i on  
of Latin America ,  s ince it will pe rmi t  this  r e la t ionsh ip  
to deve lop  on a more  ba lanced  plane,  p r e v e n t i n g  the  
frustrat iorts  i n h e r e n t  in b i la tera l  con tac t s  be tween  a 
na t ion  of grea t  economic and pol i t ica l  v i g o u r  wi th  
each of the  Latin Amer ican  na t ions  who  lack com- 
pa r ab l e  vigour.  

By suppor t ing  Latin Amer i can  in tegra t ion ,  the  Uni ted  
Sta tes  is con t inu ing  along the his tor ic  course  it ini t i-  
a ted  b y  encourag ing  a European economic  communi ty .  
The  pol i t ical  dr ive  which aspi red  to c rea te  a un i ted  
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Europe in the  Old Wor ld  would  h a v e  fai led wi thou t  
the  dec is ive  a rgument  of the  Uni ted  Sta tes  tha t  
Marsha l l  Plan aid requi red  a mul t i l a te ra l  and  con- 
cer ted  European  approach. 

Essent ia l ly  there  are th ree  ways  to enforce  the  inte-  
gra t ion in Latin Amer ica  b y  means  of coope ra t ion  
wi th  the  USA. 

[ ]  Cont inued  US coopera t ion  in the  A l l i ance  for 
Progress  Program. 

[ ]  Addi t iona l  US con t r ibu t ions  to the I n t e r - A m er i can  
Bank could enab le  it to fulfil its commi tmen t  as " the 
Bank for Latin Amer i can  In tegra t ion"  bet ter .  

[ ]  F inancia l  suppor t  of a "payments  un ion"  in Lat in 
America ,  which has  to be  the  s ta r t ing  poin t  of a com- 
mon marke t .  

Suggestions for the Organisation 

The foregoing  concepts  lead to the  conc lus ion  that 
condi t ions  h a v e  now deve loped  to a poin t  w h e r e  the  
countr ies  of Latin Amer i ca  can  adopt  a p rog ram lead-  
ing to the  e s t ab l i shmen t  of a Latin A m e r i c a n  Common 
Market .  To implement  th is  program,  i t  is e s sen t i a l  to 
def ine its scope and success ive  s tages  in  a "Gene ra l  
Trea ty"  l ink ing  the  count r ies  in a sys tem of mutua l  
r ights  and  obl iga t ions  conduc ive  to the  s ta ted  g o a l  
Some exper t s  be l i eve  tha t  the  provis ions  of the  T r e a t y  
of Montev ideo ,  supp lemen ted  b y  a specia l  protocol ,  
might  se rve  as a su i tab le  legal  f r amework  for this 
purpose.  

In my  opinion,  a common m a r k e t  sys tem should  en- 
v isage  the  fol lowing basic  aspects :  

1. The Latin A m e r i c a n  Economic Communi ty  should  
include all the  count r ies  of the  area.  This implies a 
common m a r k e t  sys tem ex tend ing  from the Rio Grande  
to Pa tagon ia  and  including the  count r ies  p r e s e n t l y  
assoc ia ted  in the Cent ra l  Amer i can  Common M a r k e t  
and  the  Latin A m e r i c a n  Free  Trade Associa t ion ,  as 
wel t  as those  na t ions  of the  in t e r -Amer ican  sys tem 
tha t  h a v e  not  ye t  jo ined  e i the r  group. 

2. It will  be  n e c e s s a r y  to def ine  an ins t i tu t iona l  f rame- 
work  for tha t  Communi ty .  "Communi ty  organs" ,  simi- 
lar  to those  of the  EEC, should  be es tab l i shed  and the  
au tho r i ty  of each s t ipulated.  

3. Procedures  should  be es tab l i shed  for au tomat ica l ly  
and  p rog res s ive ly  e l imina t ing  tariffs on in t ra - reg iona i  
trade,  t oge the r  wi th  a mechanism for a r r iv ing  at  a 
common ex te rna l  tariff. The  Communi ty  should  s e rve  
as spokesman  for a common t rade policy. Its act ivi-  
t ies would h a v e  fundamenta l  impor tance  in safeguard-  
ing the  basic  expor t  commodi t ies  of Latin Amer ica .  

4. Provis ions  should  be  inc luded to ensure  the  unre-  
s t r ic ted  m o v e m e n t  of persons,  services  and  capi ta l  
b e t w e e n  the  m e m b e r  count r ies  of the Common Market .  

5. The need  for a " reg ional  i nves tmen t  pol icy",  re- 
f lect ing the  appl ica t ion  of p l ann ing  on a reg iona l  
scale, should  be recognised.  This pol icy would re la te  
the  ob jec t ives  of cu r ren t  na t iona l  deve lopmen t  p lans  
to sectors  and  pro jec t s  of mul t ina t iona l  or in tegra-  
t ional  scope. 
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In par t icular ,  the  essent ia l  f ea tu res  of regional  agri-  
cu l tu ra l  and  t r anspor t a t ion  pol ic ies  should  be  defined.  
These  two sec tors  should  be  g iven  pr io r i ty  in order  
to ove rcome  exis t ing  obstacles  to the  genera l  devel -  
opmen t  of Latin Amer ica .  

6. To ensure  max imum ef fec t iveness  of the regional  
i n v e s t m e n t  policy,  the  pr inc ip le  of "ba lanced  eco- 
nomic  deve lopment ,  ~ i m p l y i n g  pr io r i ty  recogni t ion  for 
the  r e l a t i ve ly  less deve loped  countr ies ,  should  be  
acknowledged.  In l ine  w i th  this pr inciple ,  subreg iona l  
schemes, tha t  can g radua l ly  lead to the  format ion  of 
the common market ,  migh t  be  acceptable .  

7. The  need  for long- te rm f inanc ing  of i nves tmen t s  
f avour ing  in tegra t ion  should  be envisaged ,  t oge the r  
wi th  those  requi red  to offset poss ib le  imba lances  in 
the  reg iona l  p roduc t ive  sys tem der iv ing  from the  
e s t ab l i shmen t  of the  common marke t .  

The  In t e r -Amer i can  Bank, which p rov ides  a means  of 
poo l ing  and  channe l ing  reg iona l  r esources  wi th  those  
of the  cap i ta l -expor t ing  countr ies ,  is a va luab le  tool 
for these  purposes.  

8. Guide l ines  should  be e s t ab l i shed  conce rn ing  the  
role of in t e rna t iona l  publ ic  coopera t ion  and of p r i va t e  
inves tment ,  bo th  domest ic  and foreign,  wi th in  the  
common  marke t  f ramework.  

These  guidel ines  should  be  pragmat ic ,  t ak ing  into ac- 
count  the  p reva i l i ng  "mixed economy"  sys tem in Latin 

INTERECONOMICS, No. t2, 1966 23 



America .  They  should  also con ta in  the  n e c e s s a r y  in- 
cen t ives  and safeguards  for domes t ic  p r iva t e  en te r -  
pr ise  and the bases  for wha t  migh t  be  t e rmed  a "mult i-  
l a te ra l  s t a tu te  for foreign inves tment . "  

9. Bases should  be  specif ied for  the  f inancia l  and  
m o n e t a r y  policies of the  C o m m u n i t y  count r ies  and  t he  
mechanisms for the i r  coord ina t ion  on a regional  scale  
should  be es tabl ished.  

This  implies a mul t i la te ra l  commi tmen t  to maiutair l  
sound fiscal and  m o n e t a r y  pol ic ies  cons i s ten t  wi th  
ba l anced  d e v e l o p m e n t  of the  m e m b e r  count r ies  and  
an in te r - reg iona l  paymen t s  scheme. The  d e v e l o p m e n t  
of a reg iona l  cen t ra l  b a n k i n g  s y s t e m  should be con- 
s idered  as a f inal  goal. 

10. The  t r ea ty  should  m a i n t a i n  a sys tem of legal  co- 
ordinat ion,  inc lud ing  the  ob l iga t ion  not  on ly  to adopt  
communi ty  law but  also to h a r m o n i s e  the  r e spec t ive  
na t iona l  legis la t ions  in fields d i r ec t ly  re la t ing  to ac- 
t iv i t ies  covered  b y  the  common marke t .  

II .  t t  will be n e c e s s a r y  to specify  as an  ob jec t ive  of 
the  common m a r k e t  the  h a r m o n i s a t i o n  of social  poli-  
cies a imed  at achieving  full e m p l o y m e n t  and  protec-  
t ing social  rights.  Special  cons idera t ion  should  be  
g iven  to the  p romot ion  of agrar ian ,  t ax  and  adminis -  
t r a t i ve  reforms, which, in  the  l ight  of the  Char te r  
of Punta  del Este, a l r eady  r e p r e s e n t  commi tments  to 
mode rn i s e  our p re sen t  s t ructures .  

The Economic  and  Social  Counci l ,  s e rv ing  as a forum 
for gove rnmen t s ,  m a n a g e m e n t  and labour  organisa-  
t ions,  will  h a v e  an  impor t an t  adv i so ry  role  in  the  
i m p l e m e n t a t i o n  of t he se  mul t i la te raI  pol icies  for social  
reform. 

12. The  n e c e s s a r y  m e a n s  and  mechanisms should  be 
p rov ided  for  e s t ab l i sh ing  s imu l t aneous ly  "a common 
m a r k e t  of Lat in A m e r i c a n  sc ience  and  technology."  
This assumes  a commi tmen t  for mul t i l a te ra l  coordina-  
t ion in the  u t i l i s a t ion  of domes t ic  and fore ign resour-  
ces a l loca ted  to these  fie!ds; in the  ass imi la t ion  and  
d i s semina t ion  of sc ient i f ic  and technological  knowl-  
edge;  in  the  coord ina t ion  of h ighe r  educa t ion  t h rough  
the  mu tua l  r ecogn i t ion  of cur r icu la  and  degrees,  and  
in the  spec ia l i sa t ion  at a r eg iona l  level  of h igher  cen- 
ters  of research  and  profess iona l  t ra ining.  The Cul- 
tura l  and  Technologica l  Counci l  would  per form an  im- 
po r t an t  func t ion  in an  a d v i s o r y  capac i ty  in all of 
these  areas .  

For th is  r e a s o n  the  T r e a t y  of M o n t e v i d e o  ought  to 
be  modif ied  or new  ag reemen t s  h a v e  to he found. 
This  new  form of coope ra t ion  will make  far - reaching 
pol i t ical  decis ions  necessary .  But the Latin A m e r i c a n  
na t ions  h a v e  a l r eady  t aken  s imilar  s teps  in o the r  
sectors ,  and  it would  be  paradox ,  shou ld  t hey  refuse  
to t ake  this  step, which is so dec is ive  for the  acceler-  
a ted  economic  deve lopment ,  in the i r  own region.  

New EEC-lnitiatives in Spain 
By Hans-Otto Glahn, Madrid 

A lmos t  f ive yea r s  ago  the  Span i sh  Counci l  of 
Min i s te r s  dec ided  to inqu i re  in Brussels  w h e t h e r  

t he re  we re  any  chances  for Spain ' s  member sh ip  or 
a s soc ia t ion  wi th  the  European  Common  Market .  All  
the  same the  nego t i a t ions  on  fu ture  re la t ions  b e t w e e n  
Spa in  and  the  EEC did h a r d l y  succeed  a t  all, p roper ly  
speak ing  t hey  h a v e  got  stuck in  the  ini t ia l  s tage  of 
occas iona l  d iscuss ions  h a r d l y  to be  cons idered  as 
negot ia t ions .  

In Spa in  i tself  the  s i tua t ion  has  changed v e r y  much 
indeed.  In the  Span ish  e c o n o m y  a p r o n o u n c e d  boom 
can  h e  r eg i s t e red  and  a lso  in the  pol i t ical  sphere  
changes  h a v e  occurred.  A l t h o u g h  Genera l  Franco ' s  
r6gime has  r ema ined  in power ,  the re  are endeavours  
to change the  c o u n t r y ' s  pol i t ica l  s t ruc tu re  from a 
t o t a l i t a r i an  r6gime to a form of g o v e r n m e n t  more  
r e sembl ing  tha t  p r e v a i l i n g  in o the r  European  coun- 
t r ies  which are member s  of the  EEC. 

Even  today  the re  a re  sti l l  m a n y  forces in Spain  tha t  in 
the  long run  do not  at  al l  we lcome  an in teg ra t ion  
wi th  the  EEC--which  long  term would not  only  be  
economic  bu t  also pol i t ica l  i n t e g r a t i o n - - a n d  are dream- 
ing of the  fo rmat ion  of a Span i sh-La t in  Amer i can  eco- 
nomic  communi ty .  But  the  g roup  a d v o c a t i n g  EEC mem-  
be r sh ip  is p r edomina t i ng .  The r ecen t ly  inspi red  re- 

sumpt ion  of nego t i a t ions  and  the appo in tmen t  of the  
fo rmer  Min i s t e r  of Commerce  Ul las t res  to the  pos t  of 
a m b a s s a d o r  p l e n i p o t e n t i a r y  to the  E E C - - m a d e  on  the  
occas ion  of  the  las t  r eg roup ing  of the  Counci l  of 
M i n i s t e r s - - i s  p rov ing  tha t  the  G o v e r n m e n t  has  re- 
cognised  Spain ' s  approach to the  EEC as b e i n g  par t ic-  
u l a r ly  u r g e n t  for the  coun t ry ' s  economic  deve lopmen t .  

Rapid Economic Progress 

The c u r r e n c y  reform of July ,  1959, is the  j u n c t u r e  of 
Spain ' s  pos t -war  economic  deve lopment .  Since t h a t  
t ime the  c o u n t r y  is expe r i enc ing  a s t eady  g rowth  pro- 
cess, in  which the  quickly increas ing  mass - tour i sm has  
pa r t i cu l a r ly  f avourab le  effects. During the  las t  yea r s  
Spain  has  b e e n  opened  up for tour i sm to an  e x t e n t  
appea r ing  u n i m a g i n a b l e  in  1959 despi te  the  i m p o r t a n c e  
this  fore ign  exchange  source  had  a l r eady  ach ieved  
then.  In 1966 abou t  15 mil l ion tour is ts  will  h a v e  v i s i t ed  

Spain  and  fore ign  exchange earn ings  will  a m o u n t  to 
much more  t han  ,~ 1,000 million. Tourism b e c a m e  one 
of the  mos t  impor tan t  surplus i tems in the ba l ance  of 

payments .  

Today  Spain  is no longer  an  a lmost  exc lus ive ly  agri-  

cu l tu ra l  coun t ry  as it was  a few decades  ago. Its in- 
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