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This volume has been designed to assist students, professionals, and the
interested public in their efforts to comprehend the patterned and
unpatterned forms of international activity through which states relate
to the most important entities in world politics — their neighbors. Much
of the cooperative and conilictual behavior in international politics
occurs within regional contexts, hence the importance of understanding
the sources and forms of this behavior, and the issues which contribute
to it as well as those which it produces,

For comprehensive examination of the various regional systems it
has been necessary to invite contributions from numerous distinguished
area specialists and generalists. All have written with much sensitivity,
insight, and dedicatlon, seeking to build on vast accumulations of
knowledge in order to provide full and integrated learning experiences.
We are grateful to these authors, and we trust that contact with their
minds through this velume wili encourage readers to follow the develop-
ment of their more specialized studies.

The preparation of this work was given much encouragement by
Richard C. Rowsoen, President of Pergamon Press, who saw a need for
comparative studies of politics above the national level and helow the
global level. Richard's encouragement gave confidence and was a
stimulus to achievement,

Each of us is indebted to many colleagues who have aided the
development of our thinking on regional systems, and Gavin Boyd is
grateful to members of the Political Science Department at the
University of New Orleans, whose hospitality he enjoyed while working
on the volume during the summers of 1978 and 1979.
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Regional Patterns of
Economic Cooperation*

Harold K. Jacobson
Dusan Sidjanski

FACTORS IN REGIONAL ECONOMIC COOPERATION

Regional economic cooperation has become a salient feature of world
politics in the latter half of the twentieth century. Numerous agree-
ments for regional economic cooperation have been signed and ratified.
International institutions have been established to oversee the imple-
mentation of these agreements. In some instances, intraregional trade
among the states adhering to an agreement has increased sharply and
significantly, and there have been numerous other impeortant achleve-
ments of regional economic cooperation as well. This chapter explores
the reasons for the present prominence of regional economic coopera-
tion, analyzes the systems that exist and what they have accomplished,
and probes the significance of regional patterns of economic ceopera-
tion for the global political system and its future.

A simple explanation for the contemporary prominence of regional
economic cooperation would be that productive processes have out-
grown most, and perhaps all, nation states; most, if not all, nation
states are too small to be effective economic units in the contemporary
period. Several arguments could be marshaled to support this explana-
tion. Hardly any states have within their own borders all of the
resources needed for modern production. Few contemporary nation
states contain sufficient population to constitute markets that would
allow manufacturers to take full advantage of opportunities for econ-
omies of scale. Some modern technology is so expensive as to be
beyond the means of most nation states or of firms operating in single
nation states. Transnational corporations (TNCs) have become so large
and their operations so extensive that single nation states are incapable

*This chapter is an outgrowth of a research project that has been
supported by a grant from the Ford Foundation. We gratefully ac-
knowledge this assistance,
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“- of monitoring them and guiding or controlling their behavior. Environ-
-mental pollutipn resulting from production processes frequently cannot
“pe confined within the borders ol a single nation state. Even this brief

list of arguments constitutes a compelling case for regional economic

. cooperation,

It would, however, be incorrect to explain contemporary patterns of

‘regional economic cooperation just in economic terms. A desire to be
-able to deal more effectively with purely economic issues has hardly
‘ever been the sole motive in the creation and successful operation of a
‘regional economic cooperation system, and sometimes it has not even
~peen the most important motive. Nor would pure economic rationality
“explain the membership of all contemporary economic cooperation
" :systems, some of which contain states that are not even geographically
“comtiguous. Factors other than economic issues are also crucially
important to explain the contemporary patterns of regional economic
“pooperation, Tradition and the desire for greater power, influence, and
‘security have all played vital roles, as will become apparent when we
“examine particular systems,

Doctrines Concerning Economic Cooperation

‘Before dealing with the various individual systems for regional econom-
ic cooperation, though, we need to consider certain general economic
issues that are involved in regional cooperation.

- From the eighteenth century, when the processes of industrializa-

tion began to gain momentum, until now nation states have provided the
~¢érganizing framework for ecenomic deveiopment. Nation states have
snade specialization in production and exchange possible by minting
-money and by creating legal systems ihat would structure and enforce
scontractual relationships. In principle, there is no reason why there
“could not be as much specialization and trade among nation states as

there has been within nation states. Indeed, liberal economists have

“always argued that production and, thus, welfare would be maximized if
there were free trade that would aliow maximum specialization among

states. In practice, however, barriers to international trade have been
}xbxqmtous. States have enacted tariffs which increase the price of
imports to consumers and, presumably, thereby decrease the demand

Jor them, Such tariffs may have been enacted merely to gain revenue to
“support the operations of government, but they also can have the
“purpose of limiting imports and, thereby, protecting domestic industry.
‘More recently, states have also enacted guantitative restrictions which
__-pr'eciseiy fimit imports. Some states have established monopolies for

oreign trade, and the bureaucratic organizations controlling these

monopoiies determine how much of which products shall be imported

-and from which states and, also, what to export and to which states.
-Controlling foreign exchange can have virtually the same consequences.
There are also numerous other national regulations relating, for ex-

mple, to health matters and licensing requirements that constitute

‘barriers to trade whether or not they were intended to have this effect.
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Regional economic cooperation has many meanings in the contem-
porary period, but common to virtually all of them is the mutual
granting by members of regional systems of preferential treatment with
respect to limitations on trade, Classical liberal ecopomic doctrine has
defined different types of regional economic cooperation.(1} In a free
trade area, tariffs and other barriers to trade are eliminated among the
states participating in the system. In a customs union, in addition to
eliminating barriers to internal trade, the member states adopt a
uniform tariff for trade with third parties, A common market is a
customs union in which there is a free flow of factors of production;
labor and capital can move from one state participating in the system
to another without restriction. An economic union includes the features
of a common market and, in addition, the economic policies of the
member states are harmonized. Complete economic integration would
add full unification of economic institutions and policies, including the
adoption of a common monetary system. These terms can be useful
reference points, even though actual agreements for regional economic
cooperation seidom conform exactly to such ideal types. Often ele-
ments of one type are mixed with those of others, and the terms are
frequently used indiscriminately.

From the perspective of classical liberal economic doctrine, re-
gional economic cooperation must always be a second best solution,
global free trade is the proper formula for maximizing welfare. But the
choice that national and international leaders and officials have faced
has not been between global Iree trade and regional economic coopera-
tion, but rather what steps should and could be taken fo lessen the many
obstacles to trade that nations have erected.

Econemic analysis has demonstrated that, even from the free trade
perspective, regional economic cooperation can have beneficial effects.
In his classic study, Jacob Viner pointed out that, if the conseguences of
a customs union is to shift production from a higher cost domestic
source within one member state of the union to a lower cost source in
another member state, new trade will have been created by the
establishment of such a union.(2) H, on the other hand, production is
shifted from a lower cost source outside the union to a higher cost
source within the union, trade wiil have been diverted. From the
perspeciive of free trade, then, the test of the merits of a particular
customs union is whether or not, on balance, its trade creation effects
are greater than its trade diversion effects., Beyond these, what are
termed static effects of customs unions, there can alsc be dynamic
effects, Eliminating obstacles to trade among the members of a
customs union will create a larger market that should stimulate
investment. Firms that previcusly were in a privileged position in
national markets could be faced with competition from firms in other
member states, and this competition should promote efficiency. If the
static and dynamic effects of a customs union contribute to accelerated
economic growth in the member states of a customs union, this could
lead to increased trade between the members of the union and other
states, and, thus, could contribute to increased global welfare. In terms
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iof classical liberal economic doctrine, whether the creation of a
particular customs union should be favored or opposed can only be
determined after an analysis of the projected consequences of a
-particular agreement; a general answer is impossibie, Nor is it possible
1o define In the abstract natural domains for regional economic
‘cooperation.

" Beyond the justification for regional economic cooperation in classi-
"cal doctrine, two other doctrines have been developed. The first of
-these is, in some respects, a variant on the classical argument. The
classical argument was developed in the context of market economies,
‘and it is particularly applicable to such economies where the market
forces of supply and demand as expressed in prices determine what
should be produced and how it should be distributed. The argument rests
‘heavily on the doctrine of comparative advantage, the notion that
-welfare will be maximized by states specializing in the production of
~those items in which they are most efficient, or which they can produce
at the [east cost,

- To be applied to states with planned economies, the classical, liberal
position about customs unions requires some modification. In planned
economies, planners rather than the market determine what should be
produced and how it should be distributed, They also set prices. When a
group of market economies eliminates ohstacles to trade, shifts in
production will occur as a result of market forces. Trade among
planned economies, on the other hand, can only be based on national
planners providing for such trade in their national plans, Between 1917
and 1945, when the USSR was the only state to have a centrally planned
“economy, planning was done on an overwhelmingly national basis; and in
‘the years immediately following World War II, this tradition was
continued in the USSR and was extended to the states in Eastern Europe
that had newly established communist regimes. Communist planners
conceived international trade almost exclusively as a device for obtain-
ing goods, materials, and services that could not be obtained domesti-
cally. An important reason for communist planners not according much
importance to international trade in these years was the assumption in
communist doctrine of enduring hostility between communist and
capitalist states. Therefore, it would be unwise to be dependent on a
presumed enemy. In addition, for a communist country to give much
Importance to trade with capitalist economies where market forces
determined the quantity of goods to be produced and at what price
would introduce uncertainties that could enormously complicate plan-
ners' tasks.

- After World War I, however, a new situation emerged. There were
several communist countries, each with a centrally planned economy,
and international trade among them need involve neither the ideo-
logically objectionable consequence of becoming dependent upon pre-
sumed foes nor the technical difficulty of incorporating uncontrolled
elements into national economic plans. Soon there was discussion in the
communist world of an international socialist division of labor, and
principles were elaborated to guide specialization among communist
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4f markets of a sufficiently large size were availabie. Regional econom-
i¢ cooperation would be a way of creating larger markets. Prebisch and
‘the others further maintained that, as they developed, the newly
¢reated industries would require protection against competition from
irms in the industrialized countries. Regional economic cooperation
“zould provide this protection.
.- Prebisch and other advocates with similar views also favored LDCs
‘mursuing export-oriented industrialization strategies; that is, strategies
“that involved promoting the production of indusirial goods for export to
“the -developed countries. Import substitution could be a prelude to
xport promotion. The doctrine that they propounded argued that
‘through industrialization the LDCs could, in addition to raising their
levels of per capita gross national product (GNP), diversify their
‘gxports and reduce their dependency on the export of one or a few basic
products to one or a limited number of developed countries for earning
foreign exchange,
-+ Thus, while regional economic cooperation among already industrial-
zed countries has as one of its objectives eliminating inefficient
roducers, regional economic cooperation among LDCs seeks to protect
‘newly-established and uncompetitive producers until they become more
tficient. While the classical liberal economic doctrine concerning
regional economic cooperation stresses eliminating barriers to trade
mong participating countries, the doctrine that Prebisch advanced also
‘stresses erecting barriers against trade with nonparticipating countries.
This docirine further maintains that LDCs should use regional economic
cooperation as a means of increasing their bargaining power vis-a-vis
iready industrialized countries.
« o Given the Importance attached to the development of new industry,
he 'weakness of market mechanism in LDCs, and the tendency of
(undirected new investment there to concentrate in the already more
‘developed areas among them, the doctrine postulates that a consider-
ble measure of central direction will be required at both the state and
nterstate levels to direct investment so as to insure an equitable
istribu‘zion. Thus, the doctrine has elements in common with that
reated to guide regional economic cooperation among states with
entrally planned economies.
:These, then, are the basic economic doctrines that guide contem-
orary regional economic cooperation. They have had an important
rifluence on international affairs in the second half of the twentieth
entury. Before examining the extent of regional economic cooperation
“the contemporary world and its achievements, however, we need to
‘review aspects of the development of the world economy, especially in
he pericd between the two world wars.

states.(3) Like the docirine of comparative advantage, these principles
maintain that there should be specialization in production among:
communist countries according to efficiency. Countries should special
ize in the production of those goods for which they are most efficient
However, the principles limit specialization by mandating that each’:
country should have a "balanced economy"™ and that historical dif-:
ferences in levels of economic development among individual countries
should be eliminated. Since the principles contain no guidelines for the:
harmonization of these objectives with that of promoting efiiciency,”
and since calculating relative efficiency in the absence of prices:
determined by market forces is difficult, when central planners attempt:
to arrange international trade among countries with centrally planned.
economies, the process can involve at least as much bargaining as the’
application of rational analytical techpiques.

There are, consequently, important differences between the prac
tice of regional economic cooperation among states with centrally:
planned economies and that among market economies, as well as in the’
rationales guiding such cooperation. The governments of countries with
market economies need only alter barriers to trade; private entre~
preneurs guided by the interacton of supply and demand as reflected i
prices will, then, determine the location and level of production. When’
communist couniries cooperate, these matters must be settled by:
bargaining and agreement among central planners, :

The other new doctrine that has been developed to justify regional;
economic cooperation applies particularly to less developed countries:
{(L.DCs). In terms of classical liberal economic theory, the case for:
regional economic cooperation among LDCs is unconventional, for it:
involves essentially competitive rather than compiementary economies.’
The traditional argument assumed that the states involved in regional’
economic cooperation would already conduct substantial trade among
themselves, and eliminating obstacles to this trade would permit:
economies of scale by enlarging the size of the market and promote
greater efficiency by increasing competition and facilitating specializa
tion. Less developed states, however, usually exported the same
primary products to and imported finished goods from industrialized
countries with very little trade among themselves. To maintain that:
their economies should be merged required a different rationale irom
that contained in classical liberal economic doctrine. Raul Prebisch, in
his capacity first as Executive Secretary of the Unijted Nations Eco-
nomic Commission for Latin America (ECLA) and then as Secretary
General of the United Nations Conference on Trade and Development
{(UNCTAD) played a major role in formulating and propagating this new:
rationale.(4)

The case that he and others developed rested on the assumption that
industrialization was vital to significant economic development. Start-
ing from this premise, they argued that developing countries should:
produce domestically substitutes for manufactured goods that they
previously imported, and that the scope for a strategy of achieving’
industrialization by import substitution could be substantially increased.
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The Protectionism of the 1930s and the Post-World
War I Commitment 10 Free Trade

After Hitler came 1o power, German ftrade was increasingly di-
rected toward the smaller states in Southeastern Europe and toward
Latin America. International trade increasingly came to be con-
ducted within economic groups rather than on a global basis, and the
yolume of trade declined instead of growing as it did in the nineteenth
century., During the late 1920s, the average annual value of world
exports was $32 billion; in the late 1530s it was only $23 biliion.(5)
Patterns of trade shifted dramatically. Between 1929 and [938, Brit-
ain's imports from Europe fell by 16 percent while its imports from
Oceania {principally Australia and New Zealand} increased by 53
percent.{6) During this same period, France's imports from Europe fell
by 21 percent while its imports from Africa rose by 75 percent. Belgium
and the Netherlands similarly redirected their trade toward their
colonies. :

= World War I disrupted the global economy stifl further. Then,
however, as the planning for the peace settlement and postwar period
proceeded, the United States assumed the rofe that Britain had played
in-the nineteenth century of being the leading advocate of free trade.
The United States GNP had become the largest in the worid as early as
the last third of the nineteenth century, and by the turn of the century
it'was twice as large as that of Great Britain. The United States’ move
away from protectionism began with the passage of the Trade Agree-
“ments Act of 1934, This act permitted the President to reduce tariffs
:by -as much as 50 percent in return for reciprocal cuts by other
countries. These cuts in the U.S. tariff would be generalized to virtually
all -other countries. Generalizing the tariff cuts was seen as an
instrument for working toward freer trade. Successive renewals of the
act extended this authority. The Department of State, the President,
and the majority in Congress had concluded that United States’ products
could compete favorably on world markets and that U.S. producers and
the . t}nited States broadly would benefit from freer trade. Many
Americans were particularly anxious to obtain greater access for trade
10 -.the colonial territories of the European countries. Although the
U_mt_ed‘ States had had this concern since the earliest days of its
sovereignty, the strength of the desire had fluctuated.

.i:By 1938, the United States had negotiated reciprocal trade agree-
m_e_r_mts with 18 countries,(7) and in November of that year it negotiated
anagreement with Great Britain. In August 1941, President Franklin D.
E{._oosevelt and Prime Minister Winston Churchill issued a joint declara-
on, the Atlantic Charter, that outlined the common principles that the
Iwo leaders declared would govern their states' policies toward future
rid order. The fourth of these principles pledged access "on equal
erms, to the trade and raw materials of the world., . .."(8) When the
I_J__r_utled States provided Great Britain with supplies that were essential
or.its war effort under the lend-lease program, Article VII of the
agreement signed in 1942 that governed the arrangements committed
he two countries 1o take "agreed action" after the war directed "to the
mination of all forms of discriminatory treatment in international

-gpmerciig)and to the reduction of tariffs and other trade bar-
lers, ., ,

Since the beginning of industrialization in the eighteenth century, the:
level of obstacles to international trade has fluctuated. During the
nineteenth century, Britain, the pioneer industrializing state and the
premier economic power, attempted to lead the world in the direction
of free trade. It began reducing its tariffs in the 1820s and finall
adopted a policy of free trade in 1846 with the repeal of the corn law
The Cobden-Chevalier Treaty between Britain and France in 1860;
constituted a major advance toward free trade among the economically:
most important states of the time. The free trade movement, howevery
was not universal, The United States adopted protective tariffs virtua
ly at the outset of its independence, and maintained them throughou
the nineteenth century: and Germany adopted a protective tariff i
1879. Throughout the nineteenth century, trade within colonial empires.
was privileged. Trade between the metropole and its colonies was not
subject to the same obstacles that a metropolitan country migh
enforce against other countries; and, in certain instances, this was also.
true of trade among a country's colonies. The most important instance
of regional economic cooperation was the Zolverein, starting in 1819;
which united an increasing number of German states in a customs union
that endured until German unification was completed in 1871. The level
ot the Zolverein's external tariffs, though, was modest. Despite the
exclusivist policies of colonial empires and the protectionist policies of
the United States and Imperial Germany, during the nineteenth century,
there was a general sense of movement toward an open world market
under British leadership. International trade grew substantially.

World War I fundamentally dislocated the global economy and
interrupted its growth. The governments of the major belligerent states
assumed control of large portions of their foreign trade so that it could
be integrated into their war production efforts and so as to deny the
benefits of trade to enemy states. When the revolution established the
communist regime in Russla in 1917, state control of foreign trade
became a permanent feature there. Attempts were made throughout
the 1920s to reestablish an open world market, but they ultimately
proved futite. In 1930, after the stock market crash, the United States
adopted the Smoot-Hawley Tariff, which raised already high American
tariffs even higher, doubling them in some instances. Other countri
retaliated. Economic difficulties spread throughout the world. In 193
Britain was forced to abandon the gold standard; the following year:
adopted its first protective tariff since the repeal of the corn acts/
few months later, Britain and other commonwealth states adopted t
system of commonwealth preferences, whereby their trade with one
another would be subject to lower duties than would apply to trade with
other countries.

The principal advocate for free trade abandoned the quest arid
turned instead to trade within the protected area of its commonwealth
and empire. Other metropolitan countries followed a similar poli€
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-;-.poweriu'i economy in the world, the United States. United States
~-economic power was patrticularly strong during the formative years of
“the regime. In 1950, GNP of the United States accounted for more than
a t[nrd of the world total. Even by 1975 it was almost a quarter, so U.S,
policy has continued to be a major factor in the world economy.,

In 1946 the United States proposed to the Preparatory Committee of
the United Nations Economic and Social Councii (ECOSOC) that a
tariff negotiation be held. The proposal sought to take advantage of the
renewal of Congress in 1945 of the Trade Agreements Act. The United
States hoped that tariff reduction negotiations could take place simul-
taneously and that the agreed reductions could be extended to all
countries participating in the negotiations and could be embodied in one
treaty. Conferences and negotiations ensued, and in 1947 the General
Agreement on Tariffs and Trade (GATT) was signed. The Agreement
provides a legal framework for multilateral negotiations to reduce
obstacles to trade. The United States and other countries envisaged
that a broad-membership international governmental organization (IGO)
would be created that would have among its functions the administra-
tion of the agreement, but it has proved impossible to establish such an
IGO. Instead, over the years a rudimentary institutional structure has
been created on the basis of the agreement. This institutional structure
and the agreement, together commonly referred to by the acronym
GATT, have provided the regime that has governed the preponderance
of international trade since World War Il. Twenty-three states signed
the agreement in 1947; as of 1979 there were 84 contracting parties.
All of the world's most important trading states, the United States,
Canada, France, Italy, the Federal Republic of Germany, the United
Kingdom, and Japan, have been members since the mid-1950s. Those
that were among the victorious powers in World War It were among
GATT's founders, and those that had been defeated joined subsequentlys
The most important countries with communist governments, the USSR
and the People's Republic of China, have never been members. From its
creation GATT's membership has regularly accounted for more than 60
percent of the value of world trade, and this proportion has grown to
include more than 70 percent in the 1970s. :

The most fundamental principle of GATT is nondiscrimination. The
contracting parties to the agreement commit themselves to extend
most-favored-nation treatment to each other; that is, contracting:
parties must extend to each other the most favorable tariff rates given:
to any country. The agreement was a broad commitment to work
toward free trade. Nevertheless, in Article I, paragraph 2, the agree:
ment expressly permitted existing preferential trading arrangements
like the system of commonwealth preferences; and Article XXIV
permitted the creation of free trade areas and custorns unions unde
certain conditions. The most general condition is that the new tarif:
level should not be higher or more restrictive than the genera
incidence of the tariffs that existed prior to the formation of the new
arrangement. :

Regional economic cooperation in the period since World War II
thus, tock place in a context shaped by particularly strong memories 0
the harmful consequences of the protectionism of the 19305 and by
newly-created legal and institutional regime that committed the majo
trading states to lowering obstacles to trade on a nondiscriminator
basis. The GATT has been strongly backed by the state with the mos

REGIONAL ECONOMIC COOPERATION AMONG DEVELOPED
STATES WITH MARKET ECONOMIES

An analysis of regional economic cooperation in the period since World
“War II may appropriately begin with an examination of cooperation
~-among developed states with market economies. States in this category
were the first to launch far-reaching regional schemes. The accomplish-
ments of these schemes are more extensive in several respects than
those of cooperative ventures involving states in other categories, and
some of these schemes have been used as models for those that ’have
been adopted in other geographic regions.

OEEC and OECD

-The first steps toward regional economic cooperation were taken in
connection with efforts for postwar reconstruction.(10) When in June
1947, in his commencement address at Harvard University, Secretary of
State George C. Marshall offered extensive U.S. economic assistance
for the reconstruction of Europe, he made the offer conditional upon
the European states reaching agreement among themselves on their
requirements and on the actions that they would take. Fear of com-
munist advances in Europe if economic conditions were not rapidly
improved spurred the United States to action. The offer of assistance
was made conditional because the United States government was
conlvmceci that cooperation among the European states was essential to
their recovery. It_was convinced that adequate economic progress could
t be gchleved if the European states pursued the same nationalistic
economic policies that they had followed in the 1930s.
: :Elg'hte'en European countries responded by creating in April 1948 the
Organization for European Economic Cooperation (OEEC).(11) OEEC
formulated a joint program for reconstruction and allocated American
assistance among the European recipients. In addition, it inaugurated a
program to promote trade. This involved the adoption of a Code of
Liberahzatilon .that committed member states to progressively elim-
hate quantitative restrictions on imports and the creation of a clearing
system for_p.ayments for trade among the organjzation's members
OE‘EOS activities facilitated a rapid increase in intra-European tradc—;:
Th"mh between 194% and 1958 grew twice as fast as total world trade.
his trade spurt made a vital contribution to European recovery.
In 1960 it was agreed that OEEC should be transformed into the
‘ganization for Economic Cooperation and Development (OECD), and
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that as part of the transformation Canada and the United States should
become full members. OECD has continued its predecessor's trade
liberalization functions, and has added others. Eventually, Japan, Aus-
tralia, and New Zealand also joined QOECD so that the organization's 24
members include the developed states with market economies in
Western Europe, North America, East Asia, and Cceania.(12) The level
of a state's economy and the nature of its economic system have
become the principal criteria for membership in the organization. Only
artly in jest, the OECD is sometimes referred to as the "rich countries'
club.t Although its member countries accounted for only 20 percent of
world population in the 1970s, they accounted for 60 percent of world
production, 70 percent of world trade, and 90 percent of the develop--
ment aid given to poorer couniries. What binds OECD's members
together is the extensive economic ties that they have with one another:
and the fact that they face common economic problems; at their level
of development, for some purposes at least, economic regionalism has
come to be defined in functional rather than geographical terms. We
will return to OECD, but first it is essential to consider the economic
cooperation schemes that have been developed among subsets of

QECD's members.

_;,reze ec&r]lomic motives the most important ones propelling the national
eaders ) o] prepaqed the trelaty. The most important motivation was a
Ic)_o?\i:;r;l Forr security, a desire to prevent the recurrence of conflict
._W?hen RObeﬁcngf:hirr]: Germany CIang, more broadly, in Western Europe
: an proposed the common market i
B,  Ro human T ! or coal and st
"'?ifa?calgl’—x yT[’;t:aiolLda:cnty in ip;roduc’non thus established will make it p!Zfr{
A etween France and Germany becom
‘that ) ¢ : €5 not mere
__upt?m_kabie, but matersa.lly -1mpossxble."(13) The controls that tfg
'_V.lC 1(2[[‘10US powers.had. masqta;ned on steel production in West Germany
cou no:t be maintained _mdeﬁnitely, and France feared that West
.Ggrmanys s*_ceei progiuctlon would soon exceed its own., France
...proposeicv[ to give up unilateral authority over its own steel production in
..-;-:e_turnh ior establishing _supranational control over West Germany's
.wrenc caders also beheve;d that integrating West Germany into e;
Western hEuropean supranational organization would be a way of fes-
_sening the probability of the United States and the Soviet Union
f:’guorrgig% ‘?jrggrzl;szm taGpotential(lff )disastrous controversy over the
b ast Germany.(1%) Leaders in West Germ
any al
.ﬁ%?‘;cggrs'ﬁpri;e;:é:dﬁecgéanco—German conflict. In addition, they)// sas\g
me as a way for West Ger i iti
[in‘the global political system. many to gain legitimacy
ﬁm[_llﬁg?rd tl?e pressure of deepening Cold War tensions that were
stimy sifgnedy ;:Q: \gsrom Kogeaf, in 1952 the six member countries of
ropean Pefense Community (EDC) i
have merged their militar 4 ol datay, the
“hi y forces. When, after considerable d
; s ! elay, th
F_ggpcfl:‘h National Afssemf:)iy in effect rejected the EPC trea}t,)’r b;
¢ rr: rri?tgterlimt ;cotgonSLder it, Western European leaders who were deeply
e process of achieving integration b
-“other means to promote thei e e o o i
ir goals. They agreed to press the si
! siX state
| rr?af;:’?tejl\ at.nuc{ear energy community and a broad economic c:omrr?or?
s N ! é:l ;;): E;gwt:es?ktwo a!reas could be seen as extensions of the
-CSC. r, like coal, is a source of energy; and i
rgument could be made that all sou o "be trented
an rces of energy should b
alike. Efforts to mer i ; & i trice coon
lik ge the six countries' coal and steel ind i
ncountered obstacles caused b i i "o other arens,
C ‘ vy national differences in oth
conomic policies, transport and soci i or Instance,
cial security systems for i
R or instance.
| dmi:}'gg coal and steel fully and successfully one would have to fesse
N .';:h§mmate these other differences, )
oh_tinzjinseg}ienqe of events is important because it illustrates the
il g ending of security and economic motives in the process of
eern :rog:ea_n economic integration. The leaders of the movement
it ;nceefa\rn ;b%vect;vz the creation of a federation that would
L es ermany. Decisions about h
! : : ow to proce
oségsggjcedd tactical judgments, not abstract commitments tg son?:
i‘dposedmef concept of economic regionalism. The steps that they
¢ after the defeat of EDC had an economic logic and would

ting economic benefits, bu i i
_o’r’e foonomic s but their pressure for action was motivated by

The European Communities

The European Communities are by far the most important of these. In
1950 French Foreign Minister Robert Schuman responding to different
demands expressed by European leaders and through the Furopeah
movement proposed that France and the Federal Republic of Germany
should place their coal and steel production under a common authority
and that this scheme would be open to participation by other countriesy
Four other countries - Belgium, Italy, Luxembourg, and the Netherlands
— joined France and Germany, and in 1952 the European Coal and Steel
Community (ECSC) came into being. The ECSC treaty committed the
six states to create a common market for coal and steel and it provided
for the establishment of institutions with supranational powers I
manage this process. The institutions were supranational because undet
specified conditions the High Authority, an autonormous body of t
community, and the Council of Ministers could take decisions tha
would be binding on individuals and firms in the six states without the
governments of those states having to take implementing action, as
normally the case with international governmental organizations.
Given the geographical distribution of natural resources, creating::
common market for coal and steel among the six countries — partic
ularly between France and West Germany — was a logical step to taKe
This rationale, however, had existed ever since coal and steel becam
important ingredients in production, and, although the six countrie
were geographically contiguous, plausible economic arguments col
have been advanced to support more or less inclusive groupings. Th
creation of ECSC cannot be explained in economic terms alone,
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Prodded by the integrationists, in 1957 the six countries agreed to
create the European Atomic Energy Community (EAEC or Euratom) and
the European Economic Community (EEC), and the two new treaties
came into effect January 1, 1938. The former committed the six
countries to common, joint, and cooperative action for the development
of the peacefu} uses of nuclear energy and to the creation of a common
market for nuclear materials in which there would be no obstacles to
trade among the six countries and there would be a common tariff for
trade with nonmember states. The commitment in the EEC treaty was
much broader. It invelved the creation of a general customs union for
manufactured goods; customs duties and quantitative restrictions on
trade among the six countries were to be eliminated according to a
fixed time schedule that also provided for the creation of a common
external tariff (CET) on trade with nonmember states, The treaty’
involved a commitment to take measures to insure the free movement
of labor and capital within the six countries. Further, the six states
agreed in the ireaty to create a common market for agricuitural
products and to adopt a common agricultural policy (CAP). They agreed
to develop a common transport policy and a common antitrust policy,
The treaty also contained provisions concerning monetary and social
policy and economic relations with the member countries' colonies and
former colonies.

In 1967, the separate institutions created by the ECSC, Euratom,
and EEC treaties were merged. Since then, common institutions have
managed the affairs of the three communities. The Commission is the
keystone to the structure.{l5) In a conventional international govern
mental orgamzauon it would be termed the executive head, but its
authority is much greater than one would find in a typical IGO. A
collective body, the Comission consists of individuals appointed by
agreement among the member states for fixed terms. In certain
instances, its decisions are legally binding, but more often the Commis-~
sion 1n1tia’ces proposals that are then considered and adopted by the
Council of Ministers. The Commission had a staff in the 1970s that
numbered about 8,000. The Council of Ministers is comprised, as the
title implies, of ministers from the member states; which minister will
sit depends upon the subject being considered. The Council generally
has final authority, but it can alter a proposal of the Commission only
by a unanimous decision. When decisions are taken by a qualified
majority, voting is weighted roughly in accordance with the population
of the member siates. Despite the qualified majority that is required
the voting rules preclude taking a decision that is opposed by all of the
smaller states or by more than one of the larger states. There is an
Assembly which has the power to give its formal opinion on actions of
the Commission and Council, to force the collective resignation of the
Commission, and to reject the entire budget. It also has more general
budgetary power in limited areas. Since 1979 the Assembly has be
comprised of representatives chosen by direct election. This has giver
the communities a new poelitical dimension. Finally, there is a Court
Justice to which community institutions, states, and individuals have

‘access. Starting in 1973 the heads of government of the member states
of the European communities have met regularly to give overall
-political direction to the integration process. The President of the
‘Commission has attended these sessions. In the late 1970s, the European
summit regularly met three times a year.
. The European Communities have made substantial progress, and that
‘o the economic community is particularly impressive. All tariffs and
‘giota restrictions on intracommunity trade in nonagricultural items
were eliminated by July I, 1968, and the Common External Tariff went
into effect on the same date. To insure that the stimulus to competition
_fprovided by the creation of the customs union would not be lost because
‘of - collusive arrangements among firms, community agencies have
implemented & vigorous antitrust policy. Substantial progress has been
‘riade toward allowing workers to move freely among the member states
‘insearch of employment, and some restrictions on the movement of
capital have been eliminated. The CAP was put into effect for most
‘commodities by mid-1966 and was completely in effect by mid-1968.
The system involves common support prices for basic agricultural
cormmodities. Threshold prices are set for imports from non-community
ources. Their level is designed to insure that the price of imported
‘commodities will be at or above the target price set for the support of
‘the particular commodity. Variable levies are charged on imports.
‘These are demgned to make up the difference between world prices and
‘threshold prices. Effective protection on some products can range from
'50+to 100 percent. Trade and other economic relationships between the
embers of the community and most of their former colonjes have been
governed by special conventions. Community policies have gradually
superseded national policies with respect to all external commercial
atters, and all members of the European Communities except the
nited Kingdom participate in a common monetary system which began
an1979.
+:The United States has generally favored steps toward economic and
political integration in Western Europe even though they have involved
discrimination against U.S. exports since intra-community exports have
eceived more favorable treatment than those from outside the com-
unity. The United States feit that its security interests would be best
erved by Western European integration. American officials wanted to
vent a recurrence of Franco-Germnan conilict and thought that a
nified Western Europe would help to counterbalance possible Soviet
Xpansionism.
~Furthermore, the United States believed that the process of Euro-
eanintegration would stimulate the economies of the member states
nd; thereby, increase the demand for U.S. products. Through negotia-
ns'in GATT during the so-called Kennedy Round, the United States
cessfully sought to influence the level of the EEC% Commaon
ernal Tariff on nonagriculture goods and to insure that it would be
wer than the previously existing individual tariffs.(16) The objective
s_to minimize the trade diverting effects of the creation of the
opean Common Market. The United States has also sought, but with
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less success, to minimize the limits on its agricultural exports to the
members of the EEC that have been imposed as a consequence of the
CAP.

- The Enlargement and Extension of the European Communities

In 1961, the government of the United Kingdom decided to apply for
‘membership in the European Communities, and negotiations ensued; but
firitish entry was ultimately blocked in January 1963 by a French \,feto.
In 1967, the government of the United Kingdom made a second attempt
5 -join the European Communities, but its application again met the
me fate. The situation did not change until after the resignation from
the French presidency of Charles de Gaulle in 1969, Later that year
the heads of government of the six member states of the Communities
gréed in principle to their enlargement. Negotiations with Denmark
eland, Norway, and the United Kingdom began June 30, [970. The);
ere concluded January 22, 1972. The Treaty of Accession provided
t'they would become members of the European Communities Janu-
¥:1, 1973; and Denmark, Ireland, and the United Kingdom did join the
communities .then. Denmatk and the UK withdrew from EFTA just
before they joined the European Communities; the UK's joining EEC
also - meant that it had to abandon its system of commonwealth
preferences. Norway did not join the European Communities because
‘the proposal to join falled to gain a majority in a special referendum
that was held on the issue. Norwegian voters rejected membership
éspite the fact that more than half of Norway's exports went to thé
ember states of the Communities, A referendum on joining the
ommunities was also held in Denmark. Danish voters approved mem-
g;a_‘_sh1p. A smaller proportion of Denmark's exports went to the member
ates of the Communities than of Nerway's. The explanation of the
pattern of veting in each country is complex; it is only necessary-for
tesent purposes to underscore that prospective economic advantage
as obviously not the sole determining factor.
_._.A_fter Denmark, Ireland, and the United Kingdom joined the Euro-
ean Communities in 1973, the remaining members of EFTA — Austria
--Ic@—‘_j_larjd, Norway, Portugal, Sweden, and Switzerland ~ and the EF‘E‘F:
i §$o;1ated state - Finland — negotiated free trade agreements with the
European Communities. These agreements provided for the progressive
establishment of free trade in industrial products between the members
CEFTA and EEC. A free trade area in industrial products between
FTA and EEC was established July 1, 1977. Most of Western Europe
a_d-become a free irade area.
In 1979, the European Communities negotiated an agreement with
Greece under the terms of which Greece would become a member of
g__:__Communltles on January 1, 1981. Negotiations were also underway
tween the Communities and Portugal and Spain, looking toward their
timate full membership. Although expanding the European Com-
munities to include Greece, Portugal, and Spain raised complex eco-
non }__c issues, the governments of the nine members of the Communities
g;s.trongly motivated to take this acticn, They hoped that member-
1D in the Communities would strengthen and preserve the relatively
W and fragile democratic institutions in the three countries. Again
nomic rationaiity was not the foremost consideration in deciding thei

EFTA

The United Kingdom was invited to participate in the negotiations that
led to the creation of the European Coal and Steel Community and later
in those that led to the creation of Furatom and the EEC, but on both
occasions it refused. The UK did not want to abandon the COmmon-
wealth preference system nor what it perceived as its special economic
relationship with the United States. UK agricultural policies differed
from the CAP and resulted in considerably lower food prices. There has
been broad unwillingness in the UK to embrace the integrationist goals
that have been the motive force for the support by many on the
continent for the European Communities. At the time of the ECSC
negotiations, the socialists were in power in the UK, and they were
reluctant to become deeply involved with the six continental countries
where centrist parties ruled. There was also some skepticism in the UK
that the ambitious plans for European integration would prove feasible.:

On the other hand, the UK's trade with the six countries involved in
the European Communities was substantial. In 1951, when the ECSC
treaty was under negotiation, exports to the six countries accounted for
10 percent of the UK's total; by 1957, when the Furatom and EEC
treaties were being negotiated, this proportion had jumped to 14
percent. To avoid the discrimination against Its exports that the
Common External Tariff would involve, the UK explored the possibilits
of creating a free trade area for all of the members of OEEC, but thi
failed because it was unacceptable to France. The UK then turned 14
the creation of an alternative regional trading group, and in 1959, th
UK, Ausiria, Denmark, Norway, Portugal, Sweden, and Switzerlan:
signed an agreement creating the European Free Trade Associatiol
(EFTA), which came into effect the following year. The EFTA conven
tion provides for free trade in industrial goods among the membe
states. There is no common external tariff. Finland negotiated a
agreement of association with EFTA in 1961, and Iceland became a ful
mermnber in 1970. :

To some extent, EFTA fuifilled the UK's objectives. Between 195
and 1962 the UK's exports to its partners in EFTA increased by &
percent, and by 1962 they accounted for 12 percent of the UK's tota
exports. However, during the same period, the UK's exports to the si
member states of the EEC increased by 73 percent, and in 1962 the
accounted for 19 percent of the UK's total exports. As the 1960
developed, it became increasingly clear that the UK's economy wa
more closely linked with those of the members of the EEC than wit
those of its partners in EFTA. Moreover, the GNPs of the membé
states of the European Communities were growing at a considerabl
faster rate than that of the UK, which increased the attraction for th
UK of joining the Communities., :
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dimensions of regional economic cooperation. Noneconomic factors
have been crucial in determining which states might be included in the
European Communities and also in determining which states could not
be included. Even though strong arguments could be made for their
joining, the formal and legal neutrality of Austria, Sweden, and
Switzerland makes it difficult for these countries to contemplate
membership because of the integrationist goals associated with the
Communities' institutions. Similarly, Finland's proximity to the Soviet
Union has barred it even from full membership in EFTA.

Beyond the free trade agreements that the European Economic
Community has negotiated with the members of EFTA, under the rubric
of its Mediterranean policy it has also negotiated preferential trading
agreements with several countries that border the Mediterranean Sea
The most extensive of these is with Turkey. Other agreements are with
Cyprus and Malta, Algeria, Morocco and Tunisia, Israel, and Egypt
Jordan, and Syria. In addition 57 African, Caribbean, and Pacific (ACP,
countries, (all former colonies of the community’s member states), are
associated with the EEC under the terms of an agreement that i
periodically renegotiated. The current definition of the pature of the
association was defined in the agreement negotiated in Lome in 197:
and in the revision of this agreement which was negotiated in 1979, Thi
agreement, which replaced the previous Youande agreement, gives the
ACP countries free access for many of their projects to the EEC
markets and it contains arrangements for stabilizing the export earn
ings of the ACP countries. Under previous agreements, the ACP
countries were required to accord products from EEC countries pre:
ferential access to thelr markets, but this requirement was dropped
when the Lome agreement was negotlated in 1975, :

The 1976 population of the nine members of the European Com:
munities totaled 258,656,000. This is larger than the population of th
USSR or the United States, and is exceeded only by that of the Peoples
Republic of China and India. If the populations of Greece, Portugal an
Spain were added, as they eventuaily will be, the total population woult
be 313,365,000. The member states of the Buropean Communities, b
themselves, are an enormous economic unit. With the states that ar
linked to the Communities through preferential trading arrangements -
member states of EFTA, the Mediterranean countries, and the AC
countries that adhere to the Lome agreement — it is a truly formidabie
trading block.

Despite its strong support for the creation of the European Com
munities and its favorable attitude toward the expansion in the co
mittees' membership, particularly the UK's entry, successive Unite
States administrations have frequently worried about the consequence:
of the communities' development and policies for U.5. economic int
ests. As has already been mentioned, the United States sought throug]
negotiations in GATT during the Kennedy round to insure that EEC!
Common External Tariff would be lower than the individual tariffs th
it replaced. Later in the Tokyo Round of GATT negotiations, 1975—1979
the CET was reduced still further, as was the U.5, tariff. The Unitet

tates has also used GATT and other international fora to seek to lessen
he protective character of EEC's Common Agricultural Policy.

A Neorth American Common Market?

pme in the United States have argued that the best way to counter
swhat they believed were the pernicious effects of the EEC's regional
trading bloc would be for the U.3. fo create its own regional trading
Bloc. Of course, the United States and the Canadian economies have
Jways been closely linked. In 1965 the two countries signed an
greement committing themselves to eliminate all obstacles to trade
etween them in automobile products. This agreement took effect
fovisionally immediately on being signed, and it was g1ven definitive
effect the following year. It created a free trade area in automobile
‘products between the two countries. Somne have suggested going farther
fo create a general customs union or a common market including at
ast the United States and Canada and possibly Mexico and other
cuntries. Through the 1970s, no action was taken on these suggestions,
ut they continued to have a certain appeal and their attractiveness
probably increased as the economic difficulties that the industrialized
‘countries encountered continued. These difficulties also stimulated
ustralia and New Zealand to consider going beyond their free trade
agreement of 1965 to even possibly full economic union.

. Regionalism and Interdependence Among OECD Members

Sparked by the legal and institutional framework of the European
Gommunities, there has been a tendency toward an increased regional~
ation of trade among the industrialized countries of the North
‘Atlantic area. Table 3.1 shows intraregional exports as a percentage of
total exports for three groupings of states — the original members of the
-Eqrppean Communities, EFTA, and Canada and the United States. The
growth in the relative importance of intra-Community trade was most
tatic in the case of EEC, but it also occurred in the other two areas
as'well. After Denmark, Ireland, and the United Kingdom joined the
EC, intra-Community exports came to conhstitute an even larger
portion of the group's total exports, more than 530 percent in 1977.(17)
On the other hand, intra-EFTA exports feli back to just over 17 percent

the group's total experts in 1977. The United Klngdom as a major
at_'ket and producer was an important factor in giving EFTA whatever
erence it had as a regional trading group; without the United
gdom EFTA appeared to be primarily a group of countries that for

~reason or another could not join the European Communities.
cie;?d7 more than 46 percent of EFTA's total exports went to the EEC
Even the European Economic Community, with its relatively high
portion of internal trade, however, cannot operate as a self-
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amber states' policies through the adoption of normative pronounce-
nts. [ts activities have mitigated the tensions that have arisen as a
snsequence of the creation by some of its members of regional trading
-oups, and they have made a contribution to the creation and con-

Tabie 3.1. Intraregional Exports as a Percentage
of Total Exports

YEAR . nued functioning of the relatively liberal trading system that has been

. ; mportant a feature of the global economy since World War 11,
Regional Grouping 123 — 125 = Ecponomic cooperation amgng the lndust):'ialized states with market
EEC? 27.5 26.2 30.1 45:0 -onomies can be viewed as occurring within an overall framework
" ablished with OECD. Although 19 of the 24 members of OECD are
EFTAP 18.3 17.6 17.7 Western Europe, given the inclusion of Canada, the United States,
~ . pan, Australia and New Zealand, and the noninclusion of such
Canada and the USA 19.0 22.0 27.2 35. uropean states as the German Democratic Republic, Czechoslovakia,

."Poland, it 1s clear that type of economic system and
jevel of ecomomic development are more important criteria for
mbership than geography. Among the member states of OECD
there .are various smaller groupings: the European Communities, the
European Free Trade Association, and the limited and loose connection
tween the United States and Canada and between Australia and New
aland. Geography plays some role but not a predominant one in
defining each of these groupings. It is especially important to recall
w.important other factors have been in the historical evolution of the
iropean Communities, the grouping that has moved farthest toward
achieving economic integration. In the current enlargement of the
Communities, Greece, which is physically separated from the nine
present members, has been the first of the three candidate states to be
corded membership. These smaller economic groupings within OECD
e important as the growth in intraregional trade demonstrated, but
eir - prominence should not obscure the broader interdependence
among the QECD members. In the 1970s, almost 70 percent of the
ports of OECD's members went to other OECI states. This propor-
niof internal trade is even higher than that of the European
ommunities. Interestingly, in 1938 the 2¢ states that constitute
OECD also sent about 70 percent of their exports to one another. The
rdependence among these states has an enduring quality.

Source for data: United Nations Secretariat, Department of Economi
and Social Affairs, Statistical Oifice, Statistical Yearbook, 196
{New York: UN, 1964), and, 1969 (1970)

aBelgium, Federal Republic of Germany, France, Italy, the Netherlands
and Luxembourg.

i’Austria, Denmark, Finland, Iceland, Norway, Poriugal, Sweden, Swit
zerland, and the United Kingdorm,

contained economic unit. The members of the EEC are dependent upo
trade with less developed countries to obtain essential raw materials
and their economic relationships with the United States, Japan, AuUs
tralia, and New Zealand are extremely important to them, In the 1970:
just as the United States, Canada, and Japan found that there wer
several important economic issues (for instance concerning energy
unernployment and inflation) that they could not solve alone, th
member states found that the European Communities aiso proved to'b
too restrictive a framework for them to be able to tackle these issue
successfully. (18} Instead, solutions had to be sought withiln more.mg:i_g
sive frameworks such as the OECD and the annual summit meetings o
the heads of government of the seven economically most importar
countries — Canada, the Federal Republic of Germany, France, Ital
Japan, the United States and the United Kingdom. ‘ :

The Western economic summits have attempted to deh’ne broa
orientations for the economic policies of the advanced industrial stat
with market economies. The OECD has provided a fram(?work for mor
specific cooperative activities, OECD's supreme organ s the Councl
on which each of the organization's 24 member states are t"epresent_e_
and which operates according to the principle of unanimity. OECD
objectives are to promote economic growth in its member states and
strengthen aid from these countries to less developed countries,

REGIONAL ECONOMIC COOPERATION AMONG STATES WITH
' CENTRALLY PLANNED ECONOMIES

Comecon

e origins of regional economic cooperation among states with cen-
ally planned economies date from the same period and events that set

lotion cooperation among developed states with market economies.
€:USSR and other Eastern European states had been among the

ther ) I dlv to include such issu 'ih(_::i_p_al recipients of the relief and reconstruction assistance provided
organization has interpreted this mandate broadly to incluce : ugh the United Nations Reljef and Rehabilitation Administration

as science and educational policies and environmental problems. ?EC UNRRA) during its existence from November 9, 1943 through June 30,
organizes and publishes studies and research, it faghtates the exc ﬁ[‘l_ 1-9.47__-'__Like the states of Western Europe, these countries had continued
of information among its member states, and it attempts to sha ave serious reconstruction problems after UNRRA ended jts opera-

ns. - When the Western European states began in the summer of 1947
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Evrope completed their first planning cycie reorienting their economies
in-the new directions that they had chosen; economic cooperation
‘ymong communist state became more feasible after this initial phase
had been completed. In addition, steps to strengthen Comecon have
often closely followed progress toward economic integration in Western
Europe. The initial activation of Comecon occurred simultaneously with
the preparation of the Euratomn and EEC treaties. Khrushchev submitted
afh ‘ambitious program for strengthening Comecon just after the United
‘Kingdom announced its first bid to join the EEC.
n institutional structure, Comecon is a conventional IGO. The
upreme organ is the Council, on which all members are represented.
nanimity is required for decisions to be taken. An Executive Com-
ittee, which is also comprised of representatives of all member
ates, meets between sessions of the Council and oversees the imple-
ientation of its decisions. Comecon has a secretariat in Moscow, which
chéaded by the Secretary to the Council. This individual has always
been a national of the Soviet Union. Much of the detailed work of
mecon is done in some 20 standing commissions which are comprised
of experts who deal with the coordination of production plans in
relatively narrow branches of economic activity. There is also, as a
subordinate body of the Executive Committee, a Bureau on Generalized
Pro‘biems of Economic Plans. None of these institutions has supra-
ational powers. ©On the other hand, since the Council is often
comprised of heads of governments, and the membership of the
Executive Committee is at the level of deputy head of government, and
since production is organized in the member countries on the basis of
overnment plans, if these bodies are able to reach unanimous agree-
ment, it is likely that their decisions will be implemented.
.. Comecon works through specialization agreements and joint proj-
ects.. The first procedure is intended to permit larger production runs
y reducing duplication, and it results in bilateral and multilateral
agreements for the delivery of goods. In the first stage of a joint
project, there is a pooling of capital, construction equipment, and
qualified personnel. Once the project is underway, the output is shared
mong the participating countries according to their contribution of
apifgal a;nd services. The most notable joint projects are the Druzhba
1 pipeline, which transports oil from the Soviet Union to Hungary, the
erman Democratic Republic, Poland, and Czechosjovakia; the inte-
gf_gt_ed.power grid linking the power systems of the European member
countries; and the. railway freight-car pool, a common pool drawn upon
E}é-gig)migfgafsountnes. The International Bank for Economic Cooperation
: payments among Comecon's members. Since their cur-
ncles are inconvertible, having the IBEC perform clearing functions
allows the states merely to be concerned with their overall balance of
Comecon trade, rather than having to balance all accounts bijaterally.
__'_-There can be no question that Comecon is an important focal point
for_*---_the trade of its member states. In 1977, the destination of more
an 55 percent of the exports of its European members (Bulgaria,

to develop their response to Secretary of State Marshall's offer of
assistance for the reconstruction of Europe, the Soviet Union made it
clear that it would not participate in any joint planning of reconstruc-
tion or in any joint allocation procedure. The USSR did not want its
economy or those of the states of Eastern Europe with newly-esta
lished communist regimes linked tightly with the economies of the
capitalist states of the West, By 1948, the destination of more than 44
percent of the exports of the USSR and the other communist states of
Eastern Europe was within the region, In 1938, only 10 percent of the
exports of these states had their destination within the region.(19) The
Communist Information Bureau (Cominform), linking communist parties
throughout the world, was formed in 1947; and in January 1949, after:
OEEC had been created, the Soviet Union and Bulgaria, Czechostovaki
Hungary, and Romania established the Council for Mutual Eccnomic
Assistance (Comecon). Since then, Comecon has been the principal
institutional setting for economic cooperation among states with cen:
traily planned economies.

Geography and type of economic system have clearly been impo
tant in determining Comecon's membership, But they have not been the
only factors. Had it not been for the quarrel between Yugoslavia and
the USSR, which resulted in Yugoslavia's expulsion from the Cominform
in June 1948, Yugoslavia would have been a logical candidate fo
membership. As it was, Yugoslavia began to participate in the activities
of Comecon only in 1964, An agreement was signed then that permitted
Yugoslavia to participate in those activities that were of special
concern to it. It gave Yugoslavia a relationship with Comecon similar to
the special status that it enjoys with OECD,. Albania joined Comecon
later in 1949, but ceased participating in the organization in 1961. The
German Democratic Republic became a member in 1950. The People's
Republic of China started sending observers to Comecon in 1956, bu
stopped this practice in late 1961. Mongolia became a member in 1962,
Cuba in 1972, and Vietnam in 1978. From this history it is apparent that
the nature of a state's relationship with the USSR is a crucid
determinant of whether or not it will join Comecon or partticipate in the
organization's activities. The Council for Mutual Economic Assistance
is an organization of some but not all states with centrally planned
economies. The core of the membership is in Eastern Eurcpe, but it also
inciudes states in Asia and the Caribbean.

During the first years of its existence, Comecon conducted few
activities. Indeed, its Charter was not even published untii 1960. I
began to undertake active programs in the late 1950s, and these
programs and the organization's structure were further strengthened
the early nineteen-sixties. The decision to develop Comecon in the late
1950s was clearly linked to the evolution in the relationships betweer
the Soviet Union and the smaller communist states in Eastern Eurol
toward more traditional interstate patterns. It was also an element.in
the strategy that was crafted to deal with the economic issues th
contributed to the Hungarian revolt in 1956. Then, too, it was only b]
the mid-1950s that the newly-founded communist regimes in Easte

zechoslovakia, German Democratic Republic, Hungary, Poland, Ro-
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oin the institutions that were crucial to the global capitalist trading
system. In the late 1970s, Cuba, Czechostovakia, Hungary, Poland, and
Romania were members of GATT; and Romania was & member of the
nternational Monetary Fund. Although intra~-Comecon exports as a
proportion of the members' total exports were still high in the 1970s,
hey were lower than they had been in the preceding decade. As the
970s came to a close, the crucial issues concerning regional economic
ooperation were the extent to which and how rapidly the Comecon
‘countries would move to expand still further their economic ties with
ountries with market economies.

mania, and the USSR) was within Comecon.(20) This percentage exceeds’
that of any other contemporary regional economic grouping, even the
EEC. The extent to which the exports of the various members o
Comecon are concentrated within the region varles. Bulgaria's propor
tion of 77 percent is the highest, while Romania's of 41 percent is the
lowest. Although the data are scanty, it appears that the exports of th
non-European members of Comecon (Cuba, Mongolia, and Vietnam) are
also heavily concentrated toward other members of the organization
About 63 percent of Cuba's exports go to Comecon members.

The size of the USSR's economy dwarfs those of the other member
of Comecon. The USSR's GNP is more than seven times greater tha
that of Peoland which has the next largest, and more than 28 times tha
of Hungary which has the smallest GNP of Comecon's Europea
members. The GNPs of the non-European members are even smalle
than that of Hungary. Given the overwhelming size of the USSR
economy, not surprisingly it is the dominant trading partner wit
Comecon. All of the other members of the organization, excep
Romania, export more to the Soviet Union than they do to their othe
partners combined. Czechoslovakia, the German Democratic Republic
and Poland, however, all have higher per capita GNP's than the Sovie
Union, and much of the intra-Comecon trade is the exchange of Sovie
raw materials for manufactured goods from other countries. 3

REGIONAL ECONOMIC COOPERATION AMONG
LESS DEVELOPED COUNTRIES

chemes for regional economic cooperation among the less developed
states in the southern hemisphere began to come into being about a
decade after the launching of those involving centrally planned econ-

mies and developed states with market economies. Many of the
schemes have had antecedents in earlier periods. Efforts to promote
cooperation among the Central American states date to the nineteenth
cenitury, and several of the regional cooperation schemes in Africa and
the Caribbean tie together states that shared a common colonial rule,
his past history has shaped and facilitated cooperation schemes, but it

Comecon and Interdependence as not in any way insured their success.

How important the Council for Mutual Economic Assistance will prov
1o be in the future is somewhat moot. Prior to World War 1, most of th
trade of the Comecon's members was with other countries. The Easter
European states traded predominantly with Western Europe, mainl
supplying raw materials in return for manufactured goods, Industrial
ization was the prime objective of the post-World War I economic plan
of the Soviet Union and the Eastern European states with communis
regimes, This implied changing the prewar orientation of their ecor
omies, In the more than three decades since the conclusion of Worl
War II, great progress has been made toward achieving the objective’®
industrialization.

By the late 1970s, however, many of Comecon's members had begu
to encounter serious economic problems. Like all countries throughou
the world, they were beginning to face resource shortages. Severa
members were encountering difficulties in sustaining rapid rates ©
economic growth and, particularly, in maintaining the pace of tech
nological development. Comecon member countries characteristicall
trade less than states with market economies of comparable size an
levels of economic development.(2]) -+ The first regional economic cooperation institution to be established

In the 1970s, several Comecon member states sought to improve th for Latin America was the Inter-American Development Bank {IDR),

performance of their economies through foreign irade, particularly wit cated In 1959, The Organization of American States (OAS) played a
le"in the conception of IDB. Membership was originally limited to

countries with market economies. East-West trade increased s
stantially. Some of the smalier Eastern European countries moved 1 States that were members of OAS, but a specific exception was made at

Latin America and the Caribbean

he contemporary movement toward economic cooperation among
developing countries started in Latin America. Raul Prebisch formu~
lated and began to propogate arguments about the gains that LDCs
o‘u}d achleve from regional economic cooperation when he was Exec-
ive Secretary of ECLA from 1948 through 1962, This was the period
uring which the economic cooperation schemes among the developed
ates with market economies and with centrally planned economies
were launched. It was a period when these two groups of states rapidly
_;reasejd their trade and achieved substantial economic growth. The
economies of the LDCs grew too, but not as rapidly as Prebisch and
others would have liked; and although their exports expanded steadily,
they fell from 25 percent of world exports in 1938 and 30 percent in
948 to 21 percent in 1962.(22) Prebisch saw regional economic
_gf{eratlon among LDCs as a way of arresting and reversing this
ine,
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an early date for Canada, and the general requirement was dropped i
1976.(23) Over the years the IDB has established an identity indepen
dent of OAS. Hs headquarters is in Washington, D.C., and the Unite
States has been the largest single contributor to the bank's funds. Th
DB makes loans backed by its ordinary resources that have interes
rates close to the rate on the commercial market. In addition, throug
the Fund for Special Operations, it makes long-term loans at lo
interest rates that may be partially or wholly repaid in the currency o
the country where the project being financed is carried out.

IDR has a broad mandate to promote the economic deveicpment o
its less developed members individually and collectively. Within thi
mmandate it has actively sought to promote economic cooperation amon
American states generally. In 1964 it created the Institute for Lati
American Integration (which is known by the acronym INTAL atter th
Institute's title in Spanish, Instituto para la integracion de Americ
Latin) in Buenos Aires which has conducted an active program o
research, training, advisory services and publications. The IDB ha
frequently provided direct assistance for integration schemes. In addi
tion, IDB loans for national projects in such areas as the development o
transportation facilities have often had as their ultimate purpos
facilitating economic cooperation among American states. Lack ©
adequate facilities for inter-American communication was identified &
an early stage as one of the most significant obstacles to intet
American economic cooperation. National projects can contribute t
overcoming this obstacle if they are concelved as components of:
regionwide grid.

There is one other regional organization that includes a larg
number of states located throughout Latin America and the Caribbea
the Latin American Economic System (known as SELA, the acronym ©
its name in Spanish, Sistema Economica Latinoamericano). Created i
1975, SELA's broad aim is to promote cooperation to achieve the sel
sustaining and independent development of the region. It is empowere
1o take a number of specific steps including creating Latin America
multinational enterprises. The Latin American Economic System has 26
members.{24) As of 1979, SELA had established a number of actio
commitiees in various sectors of economic activity and was movif
toward the establishment of a Latin American Multinational Fertilize
Marketing Enterprise and a Multinational Enterprise for Handicra
Promotion and Marketing. SELA alse acted as a caucus to coordinat
the policies of its member states in negotiations with the EEC and
various UN bodies.

In addition to these two regionwide schemes, there are also fol
important economic cooperative efforts involving smaller numbers
states. These are: the Latin American Free Trade Association (LAFTA
the Central American Common Market (CACM); the Caribbean Cof
munity {CARICOM); and the Andean Group.

The Montevideo Treaty creating LAFTA was signed in 1960 in t
wake of the establishment of the EEC and EFTA, and the treaty ca
into effect the following year. The original signatories of the trea
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weré: Argentina, Brazi, Chile, Mexico, Paraguay, Peru, and Uruguay.
slombia and Ecuador acceded to the treaty in 1961, Venezuela in
{966, and Bolivia in }967. Although Mexico is physically separated from
g other members of LAFTA, its level of economic development is
similar to that of several of them. Between 1955 and 1961, trade among
the states that eventually constituted LAFTA declined by almost 40
percent. It was hoped that LAFTA wouid contribute to reversing this
trend. Although the treaty commits the members 1o establishing on a
reciprocal basis a free trade area within a period of 12 years from its
eritey into force, the depth and extent of this commitment has been
é’akene_d. The treaty itself permits member states fo restrict, in a
__ndiscnminatory way, trade in agricultural products. Then, at the {irst
conference of the contracting parties, an interpretation was adopted
that limited the commitment to trade in manufactured consumer goods
id ‘capital goods. The treaty encourages the member states to nego-
ate industrial complementarity agreements which allow particular
sets-of states to reduce tariffs in narrow economic sectors more rapidly
art would be possible otherwise, in the hope of facilitating Latin
American multinational enterprises,
.~ “Progress in LAFTA has been somewhat disappeointing. The systemn of
[ _c:}p'rocaily negotiating tariff negotiations on a product by product
basis has proved cumbersome, and once the items that were included in
the ‘traditional intraregional trade were covered, negotiations have
ade little headway. Mere than 11,000 concessions have been granted,
but-the largest share of these were granted prior to 1965. The member
ates have been very reluctant to remove tariff protection from
Wwly-established manufacturing enterprises. Some twenty industrial
_mplementarity agreements have been signed, primarily among the
o5t -highly industrialized countries, Iniraregional exports which were
My 8 percent of the total exports of LAFTA's member states in
_1_96_0,(25) had risen to 13 percent in 1977.(26} However, in 1977, 29
ercent of LAFTA' exports went to the United States and 23 percent
‘the nine members of the EEC. LAFTA is still only a minor factor in
the trade of its member countries.
Tr)e General Treaty on Central American Economic Integration
gating the Central American Common Market (CACM) was signed by
Gk_l__a_temaia, El Salvador, Honduras, and Nicaragua in December 1960,
id Costa Rica acceded to the treaty in July 1962. Efforts to unite the
entral American states have a long history. From the time that they
aired independence until 1838, the Central American states consti-
ted a single political unit, the Federal Republic of Central America.
Sl_i}_ce the disintegration of the Federal Republic there have been
:V_e_ral' attempts to link the five states. All of them have small
p__ul_atlons (only Guatemala has more than five million inhabitants) and
Ia‘_clvely small territories, The states form a compact geographic unit,
d.a strong case can be made for the advantages of economic
operation among them. The General Treaty committed the states to
Iminate tariffs on intraregional trade on all but a limited number of
.OC_[S and io establish a common external tariff. It provided for the
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establishment of the Central American Bank for Economic Integrati
It also endorsed a Regime for Central American Industries, designed 1
promote new investment. Industries that qualified for this regime woul
enjoy privileged status within the five states, including free trade
special consideration with respect to the reduction of the import dutie:
on imported raw materials, and preference in official imports. _

By mid-1966, almost all of the tariffs on items in intra-CACM trad
had been eliminated and uniform customs duties had been establisheq
for about four-fifths of the items imported from extra-CACM sourc
By May 1969, the common external tariff protected 97,3 percent of th
tariff items. Intraregional exports jumped from & percent of ih
member states' total exports in 1960, to 27 percent in 1970. Equa
important, the structure of intraregional trade changed substantially
In 1960, foodstuffs and live animals were the largest single category
intraregional exports, accounting for almost half of the total. Iin 19
manufactures were the largest category, accounting for more than
third of the total. On the other hand, the regime for integrati
industries yielded few results. Only Guatemala and Nicaragua est:
lished integration industries. Nonetheless, the early years of the Cen
tral American Common Market brought promising progress.

But there were also problems. Some member states argued that i
benefits of a common market were not shared equally. Some gover
ments attributed balance of payments difficulties that they ‘en
countered to the progress made toward trade liberalization. Thes
arguments became Intertwined with disagreements stemming fr
factors unrelated to CACHM. Tensions mounted, and in 1969 violen
erupted between El Salvador and Honduras. Since the so-called "socce
war,' the Central American Common Market has been in a contin
crisis. Honduras and Ef Salvador no longer trade with one another, 3
some of the community institutions have ceased to function. The le
of intracommunity exports as a propottion of the member states' {0
exports has declined. During the late 1970s, the governments:
Nicaragua and other Central American countries were preoccupied wi
internal conflicts.

Despite CACM's success in increasing intraregional exports, in:
1970s more than a third of the member states' exports went to:
United States and more than a fifth to the nine members of the El
The economies were still strongly oriented toward the industriali
states of the northern hemisphere.

The Caribbean Community came into being in 1973. The members
the community are: Antigua, the Bahamas, Barbados, Belize, Domi
Grenada, Guyana, Jamaica, Montserrat, St. Kitts-Nevis, Anguiila
Lucia, St. Vincent, and Trinidad and Tobago. The total population of
members of CARICOM in the late 1970s was less than five million
of the members are independent, seven (Antigua, Belize, Montse
St. Kitts and Nevis, St. Lucia, and St. Vincent) remain under
sovereignty of the United Kingdom,. Belize is in Central America
Guyana is in South America. The other members are islands am
which independent states (i.e., Cuba, Haiti, and the Dominican Répi

¢) and non-independent territories (i.e., Puerto Rico, the Virgin
lands, Guadeloupe, Martinique, and the Netherlands Antilles) are
fterspersed. All of the members of CARICOM experienced British
olonial rule; this is their common tie. In 1958, before any of the
erritories attained independence, they were united by colonial fiat in
he West Indies Federation. However, the federation was dissolved in
962 when Jamaica and Trinidad and Tobago achieved independence and
cided to withdraw because they felt that its objectives were too
gstricted and that membership was not to their advantage. In [965
\ntigua, Barbados, and Guyana signed an agreement for the establish
yent of the Caribbean Free Trade Association (CARIFTA). Between
hen and 1971, this agreement was modified and eventually won the
dhesion of all of the present members of CARICOM except the
ahamas. CARICOM s, then, an extension of CARIFTA. Although the
ahamas is a member of CARICOM, it does not adhere to the common
rket that is a major aspect of the organization's cooperative
conomic activities.
The common market annex to the CARICOM agreement commits
ighatories to the liberalization of trade on products originating in the
egion (except for those included on a reserve list} and to the
stablishment of a common external tariff. Special provisions are made
or:the less developed member countries (i.e., all members other than
arbados, Guyana, Jamaica, and Trinidad and Tobago)., They need not
liminate tarifis on intraregional trade local products as rapidly, and
hey are also given a longer period to adjust to the common external
riff. The CARICOM treaty provided for the creation of the Caribbean
evelopment Bank and the Caribbean Investment Corperation. The
_ARICOM treaty also commits the member states to functional co-
peration with respect to such matters as the development of comron
hipping and air transport services, scientific and technological re-
earch, health and educational services, and social insurance,
Despite some early successes, progress in CARICOM has been
appointing. When the treaty was signed in 1973, intraregional exports
onstituted more than 10 percent of the member states' total ex-
orts«{27) They have not reached that level since. Obstacles have been
nposed to trade, and functional cooperation schemes have been
ustrated. Sharp divergencies in orientation toward economic policies
¢ developed among the larger member states with Jamaica moving
__-.the left and Trinidad and Tobago continuing a market-oriented
ourse. The member states have continued to rely heavily on trade with
ndustrialized countries; about 75 percent of their exports go to the

nited States and the European Communities.

he final important regional economic cooperation scheme in Latin
€rica is the Andean Group. The Treaty of Cartegena was signed by
olivia, Chile, Colombia, Ecuador and Peru on May 26, 1969, and
iezuela adhered to the Treaty in 1973. All six states are also
iefiibers of the Latin American Free Trade Association. Frustrated by
FTA’ slow pace, they hoped that more rapid progress could be made
smaller grouping. They also hoped that by linking their economies
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they could counter the economic dominance in LAFTA of Argentin
Brazil, and Mexico, particularly that of Brazil. The provisions of ‘thg
Treaty of Cartegena are the most far-reaching of those of any of 1
regional economic cooperation schemes in Latin America and t

Caribbean.

The Andean Group is the only one of these schemes to have
community organ analagous to the Commission of the European Co
munities.{28) The Junta (or Board) of the Andean Group is composed:
three individuals chosen by the member states for three year term
The Board heads the permanent secretariat and has the responsibility:
formulating proposals for consideration and decision by the Cor
mission, an intergovernmental body comprised of one representati
from each member state. In several areas, the Commission can only a;
cn the basis of a proposal formulated by the Board, and even when*
Commission may act on its own, the Board may submit a proposal.-
Board is charged with representing the overall interests of the cof
munity as opposed 1o the separate interests of the individuai memb

states.

The Cartagena Agreement contains provisions for the creation of
customs union, and progress has been made in the elimination of
obstacles to intraregional trade and the establishment of a comn
external tariff, Trade within the Andean region, however, has né
been very extensive. At the time of the treaty signing, intraregi
exports accounted for less than 3 percent of the members' tot
exports, and though this proportion has increased with the creatior
the customs unicn, as of the late 1970s, it had not attained the level'

10 percent.

The Andean Group's more significant accomplishments have been
other areas. The group has adopted industrial development programs:
such sectors as metalworking, petrochemicals, and the automo
industry. It has also adopted a common code for foreign investment th
contains relatively stringent provisions concerning the propor*ﬂon
national participation required, the amount of profits that may
remitted, and the extent to which technology must be transferred. Th
regulation is widely regarded as one of the Andean Group's mi
important achievements. It was also the cause of Chile's withdra
from the group in 1976. After Augusto Pinochet came to power in 197
he began to reverse the policies of his predecessor, As part of his d
to attract foreign investment, he requested that provisions o
group's foreign investment code be softened. When this suggestwn

refused by the other members of the group, Chile withdrew.

The members of the Andean Group, like the member states of
other regional economic cooperation schemes that we have be
considering, export more to the United States and the members of:t

Burepean Communities than to any other state or group of states.
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Africa

jca is similar to Latin America and the Caribbean, in that it
onitains a large number of states with relatively small populations.
h areas offer many possibilities for regional economic cooperation.
here are important differences between the two areas, though, that
sve: significant consequences for attempts at cooperatiot. The pre-
fithant number of African states gained their independence in the
0s. While some states in the Caribbean area became independent
nly-recently, most of the states in Latin America and the Caribbean
jeved this status early in the nineteenth century. As a consequence,
ational political institutions are less firmly rooted in Africa which can
hfacilitate and hinder regional economic cooperation. There may be
et powerful groups who would attempt to block regional cooperation
protect their personal interests. On the other hand, there are no
|:developed national bureaucracies to implement joint decisions. A
scond important difference is that the level of economic development
lower in Africa. The average GNP per capita in [976 in South
metrica was 31,230, in Centrai America it was $1,000, but in Africa it
‘only $420. (29) The limited purchasing power in African states
stricts opportunities for intraregional trade.

“The members of the African Development Bank include virtually all
the states in the area except Rhodesia/Zimbabwe and South Africa.
{though the treaty creating the bank was signed in 1963 and went into
ect the iollowmg year, the bank did not begin operations until 1966.
s mandate Is to contribute to the individual and joint economic and
yelal development of its members. Through the projects that it has
ced it has sought to increase the complementarity of the econ-
les of its member states and io stimulate expanded trade among
+'The bank's resources are relatively modest. Its ordinary capital is
than 31 billion, in comparison with the Inter-American Develop-
‘Bank's aimost $6 billion. Since membershlp in the bank is limited
independent African states, the major donor countries have been
elictant to provide large sums of money to an organization in which
y.would have no voice. Difficulty in raising money was among the
eason's for the African Development Bank's slow start.

‘There have been four important attempts to create customs unions
frica: the East African Community {(EAC); the Central African
ustorns and Economic Union {which is known by the acronym for its
¢'in French, Union Douaniere et Economique de I'Afrique Centrale,
EAC); the West African Economic Community {(Communaute
nomique de I'Afrique QOuest, CEAQ); and the Community of West
dtican States (ECOWAS)H The first three represent attempts to
intain links that were created in the colonial era. The last is an
tious attempt io override divisions left from the colonial era and
nglophone and francophone states.

Under British colonial rule, Kenya, Uganda, and Tanganyika (now
1zania) were united in a customs union. The three territories also had
offimon tax collection service and operated joint rail, air, port, and
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g, and it was revised and strengthened a decade later. UDEAC
p aced the Equatorial Customs Union which was created in 1959 just
sre “independence was granted to the states of French Equatorial
rica. Cameroon, the Central African Republic, Congo (Brazzaviile),
abon are members of UDEAC, Chad was a member until 1968
neit withdrew. Difficulties concerning the distribution of benefits
ween the land-locked and coastal states were among the reasons for

postal and telecommunication services. There was also monetary co
operation. When the three territories became independent in the ear]
1960s, their leaders made many rhetorical commitments to maintainif
this unity. In 1967, the presidents of the three countries signed a tredi
creating the East African Community. :

The treaty created an elaborate institutional structure headed
the East African Authority {which consisted of the presidents of -
three countries), which was responsible for the general direction of th
community. Three East African Community m1msters, one from egc
country, resident at commumty headquarters in Arusha, Tanzania, wer
responsible for the supervision of the day-to-day functioning of ih
community. There were various ministerial counciis to provide pol
guidance in functicnal fields. A secretariat headed by a secreta
general performed the essential administrative functions. In additis
there was an East African Legislative Assembly and several judi
bodies. East African Airways, East African Harbors, East African Post
and Telecommunications were established as autonomous corporan
and were required to operate on a commercial basis.

Despite this elaborate institutional structure, EAC soon founderer
and in 1977 it completely collapsed. The process of disintegration ha
begun even before the community was established. In 1966, the thre
countries established their own central banks and abandoned the jo
East African monetary board. In 1970, restrictions on the exchange
currencies were imposed. Kenya consistently exported more to:
partner states than it had imported from them. To counter t
tendency and because of payments difficulties, obstacles to trade wer
imposed. Kenya and Tanzania adopted very different approaches:
managing their economies. Kenya chose to rely on a market approz
while Tanzania opted for extensive planning and governmental contfy
When Idi Amin came to power in Uganda (1971), the community waspu
in a state of crisis that lasted until the final collapse in 1977, Becails
President Julius Nyerere of Tanzania refused to meet with Amin,-th
East African Authority could not be convened. Expedients were fou
50 that essential community business could be conducted, but in 19772
impasse was reached on budgetary issues causing the coliapse.

In 1965, intracommunity exports were 20 percent of the th
countries’' total exports.(30) This proportion declined steadily the
after; by 1977 they were only Il percent. Like the members of
other regional economic cooperation schemes, Kenya, Tanzania, :
Uganda export more to the United States and the nine members of ith
EEC than to any other single source. The concentration of their expo
on these two markets, however, has been smaller than in the ot
cases. Given the extent to which the East African Community d
integrated during the 1970s, its collapse will probably have little 1mp
on the trading patterns of the formetr member states.

The Central African Customs and Economic Unicn and the W
African Economic Community bring together respectively m
of the states that formerly were administered as French Equatof
Africa and French West Africa. The UDEAC treaty was signed

~Ioc:ked Ceniral Africa, the three have established a solidarity fund
om which an annual iump sum payment is made to Central Africa.
“is a "single tax" regime for industrial products that are manu-
uted in one member state for sale within the region. The state
iere the product is manufactured collects the tax and distributes the
eeds to its partner states in proportion to sales. UDEAC has also
ersteps after the revision of the treaty in 1974 in the direction of
dustrial programming.

ritraregional exports as a proportion of the member states' total
poris have increased from a level of less than three percent at the
“that the treaty was signed to a level of eight or nine percent.(31)
AC's exports are heavily oriented toward the Furopean Economic
mmunity, and particularly toward France.

his* is even more the case with respect to the West African
omic Community. The CEAQ came into effect in 1974, As in the
se.of UDEAC, the new treaty replaced a rudimentary customs union
dates 1o 1959. The members of CEACQ are: Ivory Coast, Mali,
ritania, Niger, Senegal, and Upper Volta. The CEAQ treaty provides
theé free movement of goods that originate in the area and have not
rgone industrial processing, a preference scheme for industrial
oducts that originate in the region, and a common external tariff.
e features are to be imposed gradually over a 12-year period. The
ty:also provides for other types of economic cooperation through
nt.__';ndustnai programmmg, the formation of multinational corpora-
nsyand the conduct of joint projects. Intra~-CEAQ exports have never
ven 10 percent of the member states' total exports, and since the
nng of the treaty, they have been less than 3 percent.

hie Economic Comeunity of West African States was formed in
.1t s an ambitious attempt to join together nine states that were
‘mer French colonies (Benin, Guinea, lvory Coast, Mali, Mauritania,
pery Senegal, Togo, and Upper Volta), four that were British colonies
mbla, Ghana, Nigeria, and Sierra Leone), two that were Portuguese
ape Verde and Guinea-Bissau), and one state that escaped colonial
(Liberja), The treaty aspires to create a full common market, but
his' stage too little has been accomplished to estimate how suc-
ful the attempt will be.

+
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Asia striatized states of the northern hemisphere — particularly the
od States, the European Economic Community, and Japan. For this
oh; the countries that belong to the regional economic cooperation
s among LDCs have devoted at least as much attention, and
sbly more, to IGOs in which they can collectively confront the
sirialized states of the northern hemisphere with their economic
tion, present proposals for bettering their condition, and attempt
egotiate agreements for joint action. The organizations that figure
prominently in this strategy are the United Nations itself and the
ed:Nations Conference for Trade and Development (UNCTAD). In
ations in such bodies, the LDCs seek to achieve a unified position
ough the caucus that is known as the Group of 77. This caucus
ated at the first session of UNCTAD in 1964, and its name is
ved from the fact that at that time it brought together 77 LDCs.
‘the caucus includes more than 100 states. For many purposes, the
of the southern hemisphere as they are joined in the Group of 77
be considered a regional grouping. In the UN and UNCTAD, the
‘of 77 has constantly sought to improve the trading position of the
vis-a-vis the industrialized states of the northern hemisphere.
ey have gained a generalized system of preferences whereby specific
actured goods that they export to the developed countries receive
erential tariff treatment. They have also attempted to gain pro-
“fo stabilize at a high level the prices that they receive for the
odities that they export, but they have been less successful in this
Or i
some 30 African, Caribbean, and Pacific states that are
ed with the EEC through the Lome Agreement have pursued
ar-strategies in that setting. Through the Lome Agreement they
dined a system for stabilizing their earnings from their com-
y exports.
ally, LDCs that export commodities have banded together in the
hey could Improve their earnings through acting as a cartel. The
ers of the Organization of Petroleum Exporting Countries (OPEC)
ursued this strategy with spectacular success. OPEC has had
rofound consequences for its members, and for the world
my,-than any of the other international organizations that have
ormed to unite southern hemisphere countries. As in the case of
CD, functionally defined ties are more important with respect to
Cithan geographic propinquity. The 13 members of OPEC are
ted ‘on three continents.(33) What unites them is their common
estin achieving the highest possible price for the petroleum that
xport.

The average per capita GNP in Asia in 1976 (excluding Japan and
Middle East) was $290, making it the poorest area of the world. :
large populations and territories of several Asian states diminish
need for regional economic cooperation. Nevertheless, there has |
some reglonal economic cooperation within the area.
The Asian Development Bank was established in 1966, As of the
1970s, it had 42 members: 28 from the region, and 14 from outside
region.(32) With ordinary capital resources of almost $10 billion,
resources were greater than those of the other regional developr
banks. Japan is the largest contributor. The headquarters are in Ma
the Philippines. -
Beyond the Asian Development Bank, there are two regional-
nomic coaperation schemes that merit attention: the Regional Coop
tion for Development (RCD) and the Association of South East A
Nations (ASEAN). RCIY was created among Iran, Pakistan, and Tu
in 1964, The declaration on which RCD is based included a co
ment in principle to freer trade among the three states, and some 1
liberalization has occurred. In addition, RCD sponsats other coopers
activities. The member staies have been able to establish joint-put
enterprises in which the equity is shared or there is a commitmen
purchase the enterprise's products. Intraregional trade, howevet)
counts for only a miniscule portion of the three countries' exports,
ASEAN was established in 1967 by Indonesia, Malaysia, the Ph
pines, Singapore, and Thailand. ASEAN operates with a minimal ins
tional structure. Each member country has a national secrefari
headed by a Secretary-General. An ASEAN Secretary-General was
appointed until 1976, ASEAN has eleven permanent committees.
prepare recommendations for projects in specific sectors, for exa
ait transport and meteorology. There is also a Committee of AS
Central Banks and Monetary Authorities and the Special Coordin:
Committee of ASEAN (SCCAN). SCCAN Iis responsible for the:
negotiations with the EEC. Intraregional trade within ASEAN
actually declined relative to the member countries' total exp
though it has increased in absolute terms. The organization's
significant accomplishments are in coordinating the policies
members in negotiations with the EEC, Japan, and the United 5t
the destination of most of their exports.

Other Third World Organizations

This important accomplishment of the ASEAN countries provide
appropriate conclusion for this brief survey of regional ecor
cooperation among less developed countries. It underscores what
been obvious in each case: the most important trading partners’
member states of the cooperation efforts are not the other membe
the economic communities to which they belong, but instead are
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REGIONAL ECONOMIC COOPERATION AND INTERDEPENDENC

‘At the same time that th i i
O EMDOR ARY WORLD ECONGMY At me tha e several regional cooperation schemes

‘been launched, great progress has also been made in the direction
creating an open world economy. Obstacles to trade have been
rediced substantially since the end of World War lI. As a consequence,
rnational trade has increased phenomenally, and production pro-
esse5 have been internationalized,

It is true that protectionist pressures increased in the 1970s in the
eloped states with market econormies, and these countries moved to
sblish quantitative controls in various sectors through voluntary
eements.(34) Some analysts have expressed fears that these might be
zlude to a reinstitution of the nationalistic economic policies of the
}30s. Their arguments, however, ignore the general open trading
ems that constitute the broad context within which these restric-
ve agreements have been established and the continuing increase in
s of international trade, The quantitative restrictions established
international trade in the last two decades are more properly viewed
efforts to manage the structural transformations involved in the
th of manufacturing capacity in the countries of the southern
emisphere. The fact that the governments of developed states with
ket economies are not willing to allow this process to occur without
eirintervention, to minimize the domestic social costs of transforma-
does not negate the argument that interdependence is increasing.
¢n-the countries with centrally planned economies which completely
nirol foreigh trade are becoming more interdependent,

These trends toward the internationalization of production process
interdependence have simple explanations. People throughout the
Id desire to improve their material conditions. They judge the
rformance of their governments in terms of the economic progress
that.is made. Modern technology offers unparalleled opportunities for
er.material welfare, but deploying this technology is often impos-
e without cooperation among states, These pressures explain grow-
‘interdependence and why states and regions are driven to cooperate
h others, Because of these pressures, regional economic cooperation
kely to become an alternative to global interdependence. Rather,
ill' continue to be part of a strategy for dealing with inter-
pendence, an important instrument to affect how the gains of
ierdependence will be distributed.

The mere lengih of the list of regional economic cooperation eff
that have been launched since World War Il ought to leave no déy
about their prominence in contemporary world politics. Regional ¢
nomic cooperation clearly has become a salient feature that must
considered in analyses of the contemporary global political syst
Having made this point, though, various caveats are also in order.

First, some regional cooperation schemes have clearly been mo
important than others. There can be no doubt about the preeminenc
the European Communities. Whether ot not the Communities eventya
lead to a federal government among their member states, -the
consequences, both for their member states and for the rest of
world, have already been profound. The European Economic Commu
is now the largest single trading unit in the worid economy
member states of the EEC are no longer free to act individuall;
international economic relationships such as tarifi-cutting negotia
but must act jointly. The Council of Mutual Economic Assiste
{Comecon) ranks next in importance because of the extensive'y
among its members. No other economic cooperation efforts have
as significant as EEC and Comecon. -.

A second point that needs to be made is that geography:
economic jogic only partially explain the membership in the regl
economic cooperation schemes that have been created. To point out
prominence of regional efforts is not to argue that geography has
the determining force in the world economy. Membership in cont
porary economic cooperation schemes inevitably has been determ
by factors other than geographic propinguity and economic logic
underscore the point one need only ask why Switzerland is .
member of the EEC, why Yugoslavia is not a full member of Com
why Panama and Belize are not members of CACM, why Gambiais
a member of CEAQ, why Equatorial Guinea is not a member of UD
and why Brunei is not a member of ASEAN? The answer in each 't
would be found in the historical relationships between the particu
country and the members of the regional cooperation agreemen
broad point is that human choices can ignore or override geographic
economic logic, and frequently they do. -

Finally, the prominence of regional economic cooperation in;
temporary world politics must be seen in the perspective of gro
global interdependence. The issue is most apparent with respect 0
developed states. Although trade with their geographic neighbors
be important to them, trade with northern hemisphere siates I
more important. For the LDCs, regional economic cooperation can:
be an element in a broader economic strategy, and it is unlikely
the most important element. Even the member states of the Euro
Communities and the Council for Mutual Economic Assistance ca
solve all of their economic problems in isolation; instead they:
trade and cooperate with nonmembers as well.
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