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REPORT ON THE PREPARATORY MEETING FOR THE REGIONAL AND SUBREGIONAL INTEGRATION MECHANISMS 
CELAC-ALADI

August 1 and 2, 2012, CAF Headquarters
Montevideo, Uruguay
A meeting of academic scholars and experts in integration, organized by the Pro Tempore Presidency of the CELAC and the ALADI General Secretariat, was held at the CAF- Development Bank of Latin America - Headquarters. 

The welcome speeches were given by the CAF Director in Uruguay, Gladis Genua, the National Coordinator of the Pro Tempore Presidency of the CELAC, Adolfo Carafi, and the ALADI Secretary-General, Carlos Alvarez.

According to Ambassador Adolfo Carafí, the objective of the meeting was to have an academic debate about the regional integration, which served as an input for the recommendations to be taken into account in the meetings of the integration organizations and the Santiago Action Plan. 

The Secretary-General underlined the importance of reflecting on the basis of three points: 

I. Diagnosis and current situation of the Regional Integration.

II. What is expected from the CELAC, its function and development?
III. How to coordinate the regional integration organizations? Areas to be covered. 
I. DIAGNOSIS AND CURRENT SITUATION OF REGIONAL INTEGRATION
A retrospective of integration in the last 50 years makes it clear that it is not possible to consider pre-existing models but it is necessary to appeal basically to creativity. Reality does not tolerate rigid processes but flexible processes that take into account the differences among the countries. 

It is no longer possible to have an exclusively commercial approach, but, not being a play on words, integration must be integral, aiming at making progress in a series of specific tasks.

The CELAC “imports” the integration of 33 extremely different nations as regards territories, natural resources, degree and models of development, trade policies compared to the rest of the world, in short, a wide variety of structural differences. Therefore, it is necessary to find the binding factors of the CELAC. 

Integration must be focused on the resolution of conflicts, but also on the strategic thinking, which so far our nations lack. In this regard, for instance, it is essential to deal with the kind of relationship of the region with China, as the main trading partner of the principal economies in the region.    

At the time of thinking of the challenges and the content to be faced by the integration process, many issues that have been avoided must be faced, such as: competition policy, sustainability of processes, movement of capital, people and services, liberalization of third and fourth generation human rights.   

Based on an assessment of integration in the last 20 years, it may be noted, among others, that:

1) Intra-industry trade circuits have been developed in the region.

2) Interesting and successful financial institutions, such as the CAF and FOCEM, have been developed in the region.
3) There is awareness of the importance of leveling the less developed countries. In this regard, the CARICOM has been very creative to understand the asymmetries and deal with them.

Likewise, deficiencies in the integration processes were identified in the  analysis, such as:
1) Lack of national integration strategies. The countries do not have a clear idea about what they want from integration. 

2) Absence of strategic thinking.

3) There is not enough political will. The integration cannot be more than what the members want.

4) The precariousness of institutional development and rules of the game results in the failure to comply with the commitments assumed by the countries. The commitments within integration must be incorporated into legal provisions of the countries. 

5) The processes have an excessive intergovernmental character, which hinders the compliance with commitments and emphasizes the legal uncertainty.
6) The precariousness of rules (rules of the game) affects the legal security of the trade exchange and investments. In view of the crisis, national criteria prevail over the integration efforts.

7) The lack of productive networks and chains. 

8) Poor physical infrastructure and connectivity among countries.

9) Most trade among countries is carried out by multinational companies that often impose their own dynamic.

10) Integration has not been internalized yet by our people, so the process cannot go beyond what they establish within the framework of internal policies.

11) Dispute settlement systems are proliferating. The Free Trade Agreements signed by the countries of the region with countries of other regions have compulsory dispute settlement clauses. This is a weak aspect of the historic integration process in Latin America and the Caribbean.

We must take into account reality and how far countries may reach in order for specific projects to progress considering they have different development plans, some aimed at open trade and others not. It is to be noted that Latin America and the Caribbean are facing a unique opportunity, where democracies, sustainable growth and economic viability coincide.  

II. WHAT IS EXPECTED FROM THE CELAC, ITS FUNCTION AND DEVELOPMENT?
To face the CELAC as a cooperation exercise, focused on a realistic view that allows to limit efforts, that omits unattainable goals. It is necessary to generate statistics, exchange information (for this purpose, the collaboration of the ECLAC may be requested), convene existing organizations to coordinate horizontally their action. In this regard, the experience of the OECD (Organisation for Economic Co-operation and Development) is interesting to rescue positive aspects.

This work may be focused on cooperation programs with different paces, with specific components that facilitate trade, differentiating ´South America (commodities), and Central America  and the Caribbean (“maquilas” and provision of services). 

The CELAC must propose a flexible integration process without rigid commitments, basic agreements that be complied with to the maximum extent possible. It must favor complementarity and prevent ideological differences between some of the countries from stropping its actions.

It is necessary: 

1) To consider the experience of the countries of Central America and the Caribbean, within the CARICOM and the OECS (Organisation of Eastern Caribbean States). 

2) Not to think of trade facilitation through the traditional mechanisms of tariff reduction but by going deeply in the cooperation of the productive dimension, simultaneously with the integrating process. 

3) To consider that HORIZONTAL COOPERATION is a useful tool and, in this regard, the CELAC may establish Intra-American cooperation instances of great scope.

4) To tackle integration from a collaborative point of view, of information exchange, to have regional statistics related to goods and services, trade facilitation, productive integration that takes into account the intra-regional investment flows. 
5) To extend the intra-regional trade and economic relations, to consider the investment and development of SMEs. 

6) To have a short agenda, with a few objectives, which are attainable, measurable, and avoid the speech of the “soft agenda”.
7) To complete basic projects of physical integration, especially in South America, as well as corridors, binational bridges, pipelines, etc.

8) To emphasize energy cooperation. 
9) The CELAC must encourage the three Latin-American countries participating in the G-20 to promote regional initiatives in that forum.

III. HOW TO COORDINATE THE REGIONAL INTEGRATION ORGANIZATIONS? AREAS TO BE COVERED
Two different instances of coordination must be considered, one for Latin America and the Caribbean and the other for articulating CAN-MERCOSUR.

It is important to assume that the situation of the different integration organizations is discredited and must be renewed. 

A mechanism between the Secretariats of the integration organizations may be implemented. If the mechanism of interaction between the Secretariats within the framework of the Association of Caribbean States, in 2000, is re-established, it will be possible to devote to the automatic information exchange, collective activities and that each Secretariat inform, on respective Web pages, their activities. It is fundamental to project an image of transparency in the whole process.

Integration is not the starting point but the arrival and the cooperation is what will feed the action of the countries. Cooperation is a useful tool whereby it is possible to establish links and bonds between the subregions. 

The CELAC may contribute to organize the different organizations, articulate them and make an assessment about the goals that have been complied with or not, in order to move on to another stage. The number of meetings to be held must be established carefully, as many of them are irrelevant and useless, in order to relieve a current international excessive agenda.  

For this purpose, there is a need for an institutionality, which does not necessarily depend on the presidents. It is possible to work in order to strengthen the institutions and, especially, those that work better, such as the financial ones. To develop a flexible architecture.

The ALADI is generating a complementarity role of different integration instances. In line with this logic, it is necessary to be very flexible, realistic, and avoid the rhetoric and establish specific objectives. 

It is possible to develop joint initiatives of promotion of exports and close cooperation between the promotion offices of goods and services of each country.

There are agendas that may be shared, such as those related to science and technology, communications, physical integration, trade facilitation or education. For this purpose, it is necessary to establish a constant and coordinated dialogue between the integration processes, in order for joint initiatives to be advanced.

Finally, the constitution of a Politic Academic Council was proposed, which would be convened twice a year, in order to analyse the convergence process, with a long-term view, and draw up recommendations.
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