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1.lntroduction

CentralAmerica(')hasalonghistoryofstruggletowardsregional

integration.MostgeneralviewistoseeEuropeastheharbingerofregional

integration,withitsrelativelysuccessfulrecords.Butifwesimply

comparethelengthoftimedevotedtothatobjective,namely,Europe's

recent60yearswithCentralAmerica'sl75years,itisfairtosaythat

theveryideaofregionalintegrationbynation-statesoriginatedinthat

small,underdevelopedisthmus,locatedatthecenterofWestern

hemisphere.

However,theregion'shistoryinsearchfbrintegrationhasbeena

tragicone,stainedbyachainof"trialandfailure''・Nootherregioninthe

worldhastriedsorepeatedlyandunsuccessfUllyasCentralAmericato

formasingle,unitedregion,inwhateversenseorwithwhateverintentions.

Overoneandthreequatersofcenturiessincetheindependenceinl821,

CentralAmericahasmadesome25timesofeffOrtstowardsintegration,

allofwhichendedupinhostilebreakup(2).

Butnowtheregionseemstobesteppingintoanewstageofits

history.Sincethebegginingofthe90s,CentralAmericahastakena

seriesofactionstorevitalizethelong-donnantintegrationplan,andthe

processseemsirreversiblethistime,fOracoupleofreasonswhichwe

*ThisarticleisbasedonthepaperpresentedatthelntemationalSymposium,

"EconomicIntegrationandPoliticalDemocracyinLatinAmerica''September

17-18,Kobe,Japan.
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willseelater.Butitisnotclearatallhowthisvigorousprqjectwill

affecttheregion'sstillfragiledemocracy.InacademiCaswellas

politicalarena,politicalimplicationsofCentralAmericaneconomic

integrationhasnotbeensufficientlyexaminedasmuchasdirect

economicimpact.Inthisarticle,IwouldliketofOcusonthisrelationship

betweeneconomicintegrationandpoliticalstability,ordemocracy,in

CentralAmerica・First,wewillbrieflylookatthenewinitiatives

towardsintegration,whichtheregiontookaftertheendofthecivilwarsin

the80s.Then,likelyeconomicimpactofintegrationanditspolitical

implications,bothdomesticandinternational,willbeexamined.

Followingtheseanalysis,possibilitiesandproblemswhicheconomic

integrationmaybringaboutontheconsolidationoftheregion's

democracywillbeconsidered.

2．Economiclntegration

(1)Initiativesinthe90s

InCentralAmerica,effOrtstowardseconomicintegrationinthe

post-warperiodbeganwithManaguaTreatyinl960,inwhichthefive

countriesagreedtoformacommonmarket(MCCA=MercadoComhn

Centroamericano).Byl962,95%ofintra-regionaltradewasliberalized.

Byl967,theregionputcommontariffsintoeffectonextra-regional

trade.TheMCCAacceleratedeconomicgrowthandindustrialization

throughthedecade,untiltheoilcrisisinl973reversedthetrend.Severe

economiccrisisandthesequentcivilwarsinNicaragua,Guatemala

andEISalvadorretardedintegrationprocess.Itwasonlyafterpeace

agreementswerefinallyreachedtoendthedecade-longcivil-warsthat

thetalksonintegrationresumed.

IntheEsquipulasnagreementinAugustl987,whichopenedthe

wayforpeaceprocessintheregion,thepresidentsofthefivecountries
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reachedaconsensusontakingpositiveactionstowardsregional

integration．Thisconsensuswaspromptlyandsuccessivelyputinto

practice,asislistedinTablel(3).

Tablel:InitiativesandActionsTakenaftertheEsquipulasIAgreement

匿蕊調:Internationalinitiatives
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8． July,1991 ＊

CentralAmericanSummitapproves

commontariffsbytheendofl992

enfOrcementof

*Establishmentofnewmonetarysystemagreed
9． December,1991 RevitalizationandreformofODECA(Organizationof

CentralAmericanstates)agreed
10. M ay,1992 Freeintra-sub-regionaltradestartedbyGuatemala,El

SalvadorandHonduras,withNuevaOcotepequeDeclaration

11. December,1992 InaugurationofCentralAmericanIntegrationSystem

(SICA)inFebruaryl993agreed
12. March.1993 ThreenorthernstatesstartcommontariffSonextra-regional

trade,followedbyNicaraguainJune

13. April,1993 Nicaraguajoinsthesub-regionalintegrationbythethree

northernstates(freeintra-regionaltrade)
14. July,1993 Immediateliberalizationofnowofgoods,services,capital

andpeopleagreed



Sinceitisnotmypurposeheretogointodetailsoftheprocess

itself,letmejustsumupthegeneraloutlookoftheintegrationprocess

inthe90sanditscharacteristics.

AsfOrintra-regionalinitiatives,notableprogresscanbeseenin

twoaspects・First,inregardtotradepolicy,agreementwasreachedon

twoissues;(1)freeflowofgoods,services,capitalandpeople,and(2)

reductionofcommontariffsonextra-regionaltrade・Theyarealso

scheduling(3)reductionofnon-tariffbarriersand(4)settingofcommon

rulesonlocalcontents,ext.Second,CentralAmericanmonetarysystem,

malfUnctionofwhichhaslonghinderedexpansionofintra-regional

trade,isbeingreconstructed.CentralAmericanMonetaryCouncil

(ConsQjoMonetarioCentroamericano=CMCA),constitutedbycentral

banksoftheregion,ispreparingconcreteactionplanstoorganize

settlementoftradeaccounts.AIso,intra-regionalexportsarebeing

financed,fundedbyl50milliondollarsaidfromEC(4).

Fourcharacteristicsareclearinthoseautonomousactions.First,

thecurrentintegrationprocessgoeshandinhandwiththetransition

awayfrominward-looking,import-substitution-orienteddevelopment

towardsanew,outward-lookingexport-led-growth-orientedparadigm

basedontheNewEconomicModel(NEM).Thenewmodel,basedon

theWashingtonConsensus,seemstohavegained"legitimacy"ona

globalscale(6),andtheinternationalenvironmentwillnotlettheregion

slidebackintotheoldmodel.

Second,relatedtothefirst,theprocessisfirmlylinkedupwith

internationalcooperationprogramsundertheinitiativesprincipallyof

theUnitedNationsandtheUnitedStates.

Internationalsupportisfarmoresolidnowthanthatofthe60s,

whentheAllianceforProgressfinanceddiversificationofagriculture

andimport-substitution,fortheunderlyingideologyhasshiftedfrom

strategy-orientedoneofthecold-warcontext,whichoscillatedin
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responsetotheopposingblochactions,towardsamorestableonethat

pointstomarketeconomy,humanrightsanddemocracy.

Third,policycoordinationitselfisbeingsystematized・Thatis,

theprocessisnotamishmashofsporadic,isolatedactions・The

integrationprocessitselfisafairlyintegratedone.Undertheupdated

ODECA(OrganizationofCentralAmericanStates),andthenewly

inauguratedSICA(CentralAmericanIntegrationSystem),eighteen

regionalorganizationareinfUnction;SIECA(PermanentSecretaryof

GeneralTreatyonCentralAmericanEconomiclntegration),Central

AmericanParliament,CentralAmericanCourtofJustice,tonameafew.

Fourth,itshouldbenotedthatCostaRica,themostestablished

democracyoftheregion,isrelativelynegativetointegration.Sheis

againstfreenowofcapitalandpeople.However,CostaRicaseemsto

besluggishintheintegrationeffortsnotbecauseofaviewpointof

economicrationality,butratherbecauseofasomewhatprotectionist-

mindedreason.Thatis,thecountrybfOreigndebtisaccumulatedupto

nearly4billiondollars,onlyahalfbillionbehindwar-tornNicaragua.

ProvidedthatCostaRicadosenothaveaburdenofcivilwarlike

Nicaragua,Guatemala(500milliondollarsforeigndebt)andEl

Salvador(32milliondollars)do(7),itisunderstandablethatthecountry

isinclinedtoconcentrateitsresourcesonitsowndomesticStructural

adjustment.Shemaybealsoworriedaboutinflowofexcessivelabor

forcefrompoorerneighboringcountries.Inanycase,CostaRicab

reluctant,introvertattitudeisanegativefactorforasuccessful

integration.

Asforactionstakenunderinitiativesofextra-regionalactors,it

canbesaidthatcurrentsupportfromoutsidetheregionischaracterizedby

(1)multilateralism,and(2)respectfortheregiontowninitiatives.

Americanleadershipisnomorebilateralaswasinthepastdecades

butonebasedonwhatJosephNyecalls"softpower",powertoorganize
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andmakeeffectiveuseofinternationalorganizations(8).WhenBerlin

wallcrumbleddownandeuphoriaspread,theworldbeyeswerefixed

onEasternEuropeandRussia・However,afterashortperiodof

"benignneglect",UnitedStateswasquicktocomebacktoWestern

hemisphereissues.PresidentBushbproposalofEAI(EnterprisefOr

Americaslnitiatives),ahemisphere-scaleeconomicintegrationprogram,

showsAmericabconcernabout"UnitedEurope"andrapidlygrowing

Asianeconomies,anditspolicytowardsCentralAmericaseemstobe

closelylinkedtothisambitiousprmect.However,UnitedStatesalone

cannotafforddevelopmentaidtowardstheregionanymore.

Fortunately,Americabconcernmatchedglobalconsensuson

consolidationofdemocracyandmarketeconomyledbyneo-classical

model,whichtooAmericaadvocated.Asaresult,supportforCentral

AmericandevelopmenttakesamultilateralfOrm,joinedbyEU,Japan

andinternationalorganizations・Thisisafavorablesituation,for

diversificationofsupporterswillreducetheregion'spoliticaland

economicvulnerabilitiesvis-a-vistheoutsideworld.

Anotherthingthatneedsattentionisthatthecurrentinitiatives

arebasedon"youlretheboss"policy;thatis,assistancefromoutsideis

endowedinsuchmannerthatfollowstheregiontowninitiatives.One

exampleisthePEC,theSpecialPlanfOrCentralAmericanEconomic

Cooperation.ThePEC(PlanEspecialdeCooperaci6nEcon6micapara

Centroam6rica),asupportplanpreparedbytheUnitedNationsto

facilitatetheregionbeconomicreconstructionandintegration,wasone

thatfollowedthePAI(PlandeAcci6nlmmediata),theregionbown

reconstructionandintegrationplan,adoptedinFebruaryl988.Three

monthslater,thePECwaspreparedandthePAIwasabsorbedinthe

PEC.Likewise,afterCentralAmericanSummitadoptedinJunel990

thePAECA(PlandeAcci6nEcon6micadeCentroam6rica),anaction

programforthesamepurposeasthePAI,IADB(Inter-American
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DevelopmentBank)approvedthePRADIC(ProgramaRegionalde

ApoyoalDesarrollodeCentroam6rica),RegionalProgramofDevelopment

AidfOrCentralAmerica,forthepurposeofpromotingthePAECA(9).

Americahpolicyisalsoinsuitwiththistrend.Inrecentyears,development

aidbytheUnitedStatestowardsLatinAmericaisheavilyconcentrated

toCentralAmerica,andinl991,theUSAIDproposedacomprehensive

aidplanfOrCentralAmerica('0).ThenewUSstrategywasalsoaimedat

supportingthePAECA,aCentralAmericaninitiative.Theseexamples

areenoughtoshowthatinternationalsocietyasawholewelcomesand

respectstheregionもown,autonomousactionsandideas.Thiswillhelp

theregiontotakemoreresponsibilitiesfbritsowndevelopment.

(2)Economicimpactofintegration

Theoretically,economicintegrationhasthefollowingimpacton

memberstates'economies.@(WhatVinercalled)tradecreation/

diversioneffects,@changesintermsoftrade,@economiesofscale,

④facilitatingcompetition,Ochangesintradestructureandincome

distribution,andOimpactonfOreigndirectinvestment.

Inacommonmarketwheretariffsonintra-regionaltradeare

eitherreducedorremoved,productioninagivenmemberstate,which

hasbeenprotectedbytariffs,willbe､replacedbyimportfromamore

efficientproducerofanothermemberstate.Thisis"tradecreation

effect''・Ontheotherhand,importfromoutsidetheregionmaybe

botherdbytariffshigherthanthatonintra-regionaltrade.Thiswill

haveaneffecttoreplaceimportfromthemostefficientoutside

producerbyimportfromalesseffCientmemberstate.Thisis"trade

diversioneffect".Whentheformerisgreaterthanthelatter,that

countryheconomicwelfarewillincrease,andviceversa('1).

Inordertoyieldgreatertradecreationeffectthandiversion

effect,itisdesirabletosatisfyfOurconditions.First,theleveloftariffs
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beforeintegrationishigh.Second,theproportionofintra-regionaltrade

befOreintegrationishigh.Third,thenUmberofmemberstatesandthe

scaleofintegrationislarge.Fourth,memberstatesaregeographically

neighboring('2).CentralAmericasatisfiesthreeofthemexceptthethird.

Forexample,amongmajorregionalintegrationgroupsinLatin

America,CentralAmericanCommonMarkethasalmostalwaysranked

thehighestinpercentageofintra-ragionaltradesincel960through

1994,asisshowninTable2.Althoughsomeofthepositiveeffectsthat

theseconditionsbringaboutmighthavebeenenjoyedandconsumed

already,itcanbe,saidthat,inprinciple,CentralAmericaisafavorable

unitforanintegrationthatincreasesthememberstates'economic

welfare.However,thisseeminglysuccessfillintegrationmayalsoyield

negativeimpact,notmuchonnationaleconomiesbutratheron

individualsoflowersocialstrata,

Table2:Percentageoflntra-RegionalTrade/NetTrade

Source:CEPAL,Dese"voﾊﾉ航je"iodeﾉoQFProcesosde肋彪gmci6"e"A砿"ca

Lar伽ayeIQIrjbe,1995.

Thisisdirectlyrelatedtotheanticipatednegativeimpactof

structuraladjustment.Providingthattheeconomicintegrationprocess

iscoupleduptostructuraladjustmentprogram('3),twomajordamages

mayaccruetothesociety;unemploymentandwideningofunequalincome

distribution.AsTable3,4and5show,theeconomicperfOrmanceofthe

fivecountriesisquitepoorandtheregionisyettoovercomethe
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structuralproblemssuchasinequality,heavyrelianceonprimary

commodityexports,growthwithoutimprovementofwelfareespecially

fortheindigentpopulation,andsoforth.Therichest20percentof

populationmonopolizesover60percentofthecountrytwealth.GDP

growthpercapitakeptminusineverycountry,whennetGDPwas

growingatafairlyhighrateafterthepeaceagreementwasreachedin

1987.Primarycommoditiesstillmakeup70toover90percentof

exportexceptElSalvador.

Table3:IncomeDistribution,1989(%)

lowest

20%

Honduras 2.7

Guatemala 2.1

CostaRica 4.0

Second

quintile

6.0

5.8

9.1

Third Fourth Highest

quintile quintile 20％

10.2 17.6 63.5

10.5 18.6 63.0

14.3 21.9 50.8

Source:WorldBank,Wor"Deve/叩加e"IReporrl994

Highest
10％

47.9

46.6

34.1

Table4:StructureofMerchandiseExports(%)

Fuels,mineralsOtherpdmary Machinery& Other Textiles,

metals commodities transportequip.manufactures clothing

1970 1992 1970 1992 1970 1992 1970 1992 1970 1992

Guatemala 0 2 72 68 2 1 26 28 8 5

ElSalvader 2 3 70 56 3 3 26 37 11 15

Honduras 9 3 82 84 0 0 8 13 2 3

Nicaragua 3 2 81 90 0 0 16 7 3 1

CostaRica 0 1 80 72 3 4 17 23 4 5

Source:WorldBank,Wor"Deveﾉ叩"ze"rReporr1994
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Table5-1:GrowthofGDP(%)

1984 1985 1986 1987 1988 1989 1990 1991 Accumulated

growth,1981-91

Averageof5 2.5 0.3 1.5 3.3 1.6 3.0 2.5 2.1 11.6

Guatemala 0.7 -0.2 0.5 3.7 4.1 4.2 3.3 3.0 12.0

ElSalvador 2.3 1.8 0．5 2.7 1.5 1.1 3.4 3.0 2.0

Honduras 3.5 2.9 2.3 4.9 4.6 4.0 -0.1 1.0 26.0

Nicaragua -1.6 -4.1 -0.1 -0.7-13.4 -5.2 0.1 1.0 -16.0

CostaRica 7.8 0.7 5.3 4.5 3.2 5.5 3.2 1.0 26.2

Table5-2:GrowthofGDPperCapita(%)

1984 1985 1986 1987 19881989 1990 1991 Accumulated

growth,1981-91

Averageof5 -0.1 2．3 -1.1 0.7 -1.1 0.3 -0.3 -0.7 -16.5

Guatemala -2.1 -3.0 -2.4 0.8 1.1 1.3 0.3 0.5 -18.2

EISalvador 1.5 0.6 -1.0 1.0 -0.3 -0.8 1.4 1.0 -12.6

Honduras -0.1 -0.6 -1.1 1.5 1.4 0.8 -3.2 -2.0 -12.9

Nicaragua ~4.3 -3.5 -3.5 -3.0-15.4 -7.6 -2.9 -3.0 -38.2

CostaRica 4.8 -2.1 2.4 1.6 0.4 2.7 0.6 -1.5 -7.4

Source(Table51/5-2):Comisi6nEcon6micapareAm6ricaLatinayelCaribe,Bqjα"“

Prel加加αr血ﾉα此o"o"WdEA腕を"Cam伽ayeICqribel991,NacionesUnidas.

Scalemeritwhichtheintegrationwillproduceislikelytoaccrue

tothosestratathatalreadyholdslargeshareofthecountryhwealth.

Cuttingdownofemployment,whichusuallyaccompaniestheNew

EconomicModel,maywellcounterveilnewjobopportunitiesthat

mightbeproducedbytradecreationeffect.Economicintegrationdose

demonstratessomepositiveimpactontheregion,suchasexpansionof

manufacturedexportsby20to50percentbetweenl990andl992.

However,whatcountsmoreishowthefruitsofgrowthisusedor
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redistributed,ratherthanthegrowthitself・Besides,someofthe

alledgedpositiveimpactofeconomicintegrationmaybejustapaper

theoryforCentralAmerica.Forinstance,inregardtoforeigndirect

investment(FDI),oneofthepossibleresultsofaneconomic

integrationiscalled"FDIexpansioneffect''.Evenif,asaresultof

integration,demandexpandsandeconomicgrowthacceleratesinthe

region,orissoexpected,FDIisnotlikelytoexpandonalargescale.

BecauseitisquiteprobablethatfOreigncapitalseekinginvestmentsin

LatinAmericafindNAFTA,MERCOSURorAndesGroupmore

attractivetargetsthanmuchsmallerCentralAmericanCommonMarket,

theisthmusmaysufferFDIdiversioneffect,insteadofenjoyingFDI

expansioneffect.

Inanycase,integrationeffortsaredoomedtoproceedalongthe

internationalconsensusontheNEM.Itwillinturndamagethemost

vulnerablestrataintheshortrun.Forexample,infOurcountriesexcept

Nicaragua,openunemploymenthasbeenfallingdown,especiallyin

urbanareas,sincetheintroductionofstructuraladjustmentprogram

andtheresumptionofeconomicintegrationprocess.Butthatdoesnot

meanthattheeconomicpieitselfisexpanding.Itisonlythatmore

populationismovingundergroundintoinformalsectors・Accord加gto

AndyThorp'sstudy,inHondurastherearenowgreaterabsolute

numbersofurbanhouseholdtrappedbelowthepovertyline(263,932

inl993)('4)．InCostaRicatoo,thepictureisbleak.Whilethe

introductionofstructuraladjustmentcausedsomepositivechanges,

suchasreducedgenderinequalityinfull-timeearningsinagriculture,

italsocausedsuchnegativechangesinlabormarketas;@job

contractionfOrlow-skilledworkersinthepublicsector,@polarization

ofemploymentconditionsinmanufacturing,@stagnationinurban

earnings,@downwardredistributionofearnersinvolvednotonlyin

infOrmalbutformalemployment,andsoforth('5).
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Assucheconomicdeteriorationbecomesvisible,thedilemma

betweenanoverridingnecessityforeconomicintegrationbasedonthe

NEMand(atleast)short-termdamagemaythrustbothstateand

societyintoatemptationtowithdrawtoapopulistregime,whichisnot

afeasiblealternativeinthecurrentinternationalmood('6)．Forthis

reason,theCentralAmericanversionoftheNEMisfarfrompure.

Neweconomicpoliciesareanunstablemixtureofneo-classicalmodel

andthetraditionalpopulistmodelbasedonthelberianpolitical

culture.AgaininHonduras,minimumwageswereboostedbyan

averagel81%risebetweenl989andl993,theperiodwhenCallajas

administrationwasdevotedtotheemploymentoftheNEM.While

suchpolicymayhaveeasedsocialunrest,invisibleunderemployment

grew,asactUallypaidwagescouldnotkeeppacewiththerisein

minimumwages.Moreover,publicsectoremploymentandthelevelof

governmentexpendituresarebothexpanding,regardlessofaheapof

plansdesignedtocutdownthesizeofpublicsector('7).CostaRica

exposesasimilarlyconfusingproblem.CostaRicaacceleratedthe

refOnnandshifteditsapproachtogradualisminthel980stoamore

doctorinaireoneintheearlyl990sI'8'.Neverthless,sheistheonly

countryintheregionthatthemarket-orientedreformhasnotyet

demonstratedameliorativeeffectonreductionofthepublicsector

deficit,asTable6shows.

SuchdeviationfromwhattheNEMassumesisanimpeding

factorfOrsmoothpolicycoordinationtowardsfUrtherintegrationofthe

region・Neverthless,strictapplicationoftheNEMispoliticallytoo

riskyandshouldbeavoided.Hastyintegrationwithoutsupplementing

measuresforthedeprivedwillendupinachaoticflowofcapitaland

peoplethroughouttheregion,therebyfurtherdamagingthenational

economiesaswellaslegitimacyoftheregimes.
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Table6:PublicSectorDeficit(-)orSurplus(+)asPercentage

ofGDPatCurrentPrices

1988 1989 1990 1991 1992 1993 1994

Argentina -6.0 -3.8 -3.8 -1.6 ＋0．4 ＋11 ＋0.1

Brazil -4.8 -6.9 ＋1.2 ‐1.4 -2.1 ＋0.4 ＋02

Peru ‐25 ‐4.2 -2.5 -1.5 -1.6 ‐1.4 ＋2.6

Paraguay ＋0.7 ＋1.5 ＋3.0 ＋4.4 -0‘1 ‐0.2 ＋0.8

Umguay ‐445 ‐6.1 -2.5 ＋0．5 -1.5 -2.2

Colombia ‐2.5 -2.4 -0.3 ＋0．1 ‐0.3 ＋0．7 ＋0．9

Chile ＋3.5 ＋5.0 ＋3.1 ＋2.2 ＋2.9 ＋2.0 ＋2.0

Panama -5.4 -7.1 ＋6.8 -2.7 ‐1.4 -0.6 0

Source:VictorBlumar-Thomas,ed.,耐eⅣどwEco"oWcMode〃〃血"〃Ame〃cαα"d加

加ﾉﾌ゙ααo〃ノ"co"zeD畑〃伽"o〃α"dPoverry,London:MacMillan,1996,Statistical

AppendixTableA.7,p､324

3．PoIiticaIlmplications:WiIIlntegrationFacilitateDemocracy？

(1)Intra-Regionallmplications

Withthepossibleeconomicimppactinmind,atleasttwointra-

regionalpoliticalimplicationscanbedrawn;onenegativeandthe

otherparadoxicallypositive.

Thenegativeimplicationisthattheshorttomid-termpainthat

accompaniestheintegrationprocessmayaffecttheregiontpolitical

stabilityinsuchawaythatdebilitatesitsnascentdemocracy.The

regiontregimesaretoofragileandhollowtoaskthepeoplepatienceto
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standthepain.EveninChileundermilitaryruleittookmorethana

decadetoenforcetheNEM-basedreforms,andstillinequalityin

incomedistributionbroadened.

LateYasusukeMurakami,adistinguishedpoliticalscientist,

noted;"Inatimeofadrasticchangeliketheintroductionof

industrialization,drasticenoughtobeaturningpointofhistoryfor

whatevercountry,isita/wqyspossibletoachievepoliticalintegration,

whichisindispensablefbrthatpurpose,underparliamentarydamocracy？

……Notasamatterofgoodorevilbutasamatteroffact,democracy

is"orqjwqysc叩α〃eoftidingoverthetakeoffperiodfbrindusmalization.

"('9)HisnotiontellsthetruthabouttheR〃ﾉier,"Zepro加腕〃ryisjow.

past･Thisiswherethefamiliartemptationforauthoritarianismor

populismlooms.However,inacurrentsituation,thereisnoother

alternativesthantohangontodemocracy・Newparadigmthatreplaces

andgoesbeyondMurakami'snotionmustbesoughtbeforethe

temptationbaloons.

Sophisticatedanddelicateoperationofsocioeconomicpolicies

arerequiredinorderthatbenefitsofintegrationexceedcostsof

reforms・Atthesametime,sophisticatedanddelicate,andyetpowerful

leadershipisalsorequiredtomobilizemasssocialsupportinorderto

survivethetransitionperiod・WhethertheleadersofCentralAmerica

arecapableofeveneitherofthetwoisquitedoubtfUl.

Theotherimpactissomewhatparadoxical.Inthecourseof,and

asaresultoffreeflowofpeople,lowskilledlaborfOrcefromacountry

withrelativelystrongpopulationpressureandscarcejobopportunities

willpourintoanother,relativelyjob-abundantmembercountry・Like

whathappenedinl969betweenHondurasandEISalvador,such

horizontalsocialliquiditywithlittleverticalliquidityisapttoprovoke

socialunrest,whichleadstopoliticalunrest(20).Paradoxically,however,

thisdangerofinstabilityanddisordermayfUnctionasastabilizerfor
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democracy・Sincenocountrywelcomesinflowofvagabondlabor

fOrce,theunluckyinflowsidewilldemandtheoutflowsidetotake

necessarymeasurestostopinfloW,suchasjobcreation,risein

minimumwages,improvementofwelfare,afldsofOrth・Whilesuch

redistributivepoliciesholdhighriskofdrawingthecountrybackinto

populistrule,theaction-reactionprocessofmutualdemandingsand

negotiationswillconstantlyremindtheleadersoftheoverriding

importanceofsocialpolicies,Andinamidtolongrun,macroeconomic

andsocialpoliciesofthememberstatesmaysomewhatconvergeinto
moredurableones.

(2)Extra-regionalimplication

Intra-regionalimplicationsofintegrationdonotappearbuoyant

ones.Fromaninternationalcontext,however,integrationseemsto

holdmoreencouragingimplicationsfortheregion'sdemocracyinthe

lOngrUn(21).

Aswesawearlier,integrationprocessinCentralAmericais

linkedtothetransitiontowardstheNewEconomicModel,through

structuraladjustmentprogramledbylMFandWorldBank.Asl

mentionedearlier,suchdrasticrefOrmsmayshaketheregiontfragile

relationshipbetweenstateandsociety;asthedamageismostlikelyto

accruetothebottomstrata.Neverthless,inaninternationalcontext,

integrationundertheWashingtonConsensusmodelwillyieldatleastfOur

positiveimpacttotheconsolidationofdemocracyinCentralAmerica.

First,integrationprocesswillinevitablyrequirethegovernments

oftheregiontostaydemocratic.Thefactthatthecurrenteffortsare

largelyfinancedbyinternationallendinginstitutionsandOECD

countrieswillfUnctionasaexogenouspressurefOrtheregiontostickto

democraticrule,asthoselendersaresocommittedtothedemocratic

value・Asaresult,theintegrationprocessnorthenascenttrendtowards
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democracywillnotbeeasilyreversed.

Second,inrelationtothefirst,itwillincreaseinternational

financiers'relianceintheregionbpoliticalconsistency.Carryingout

theintegrationprogramundertheideology,supportandobservingeyes

ofinternationalinstitutionsandmajorlendercountriesmeansan

announcementtotheoutsideworldthatCentralAmericawillnotstep

backneitherintotheinward-lookingeconomicmodelnorauthoritarian

rule.Theregion'sfearofbeingleftalonebetweenNAFTAand

MERCOSURmaybeenoughtolettheprocessgoon,butthis

internationalcommitmentwillfUrtherstrengthentheirreversibilityof

theeffort,whichwillinturndeepenthelenders'confidenceinthe

borrower.Withacloserbondoftrustbetweenthetwo,theCentral

Americangovemmentsmaystrengthenbargainingpower,bothdomestic

andintemational,therebygivingtheleadersmorepersuasivepowerto

askthepublictobearthetemporalpain・Thiswillcontributetothe

survivalofdemocracyinahardtimeofrapideconomicchange.

Third,moreexternalpressurefOrliberaldemocracyisexpectedin

thefOreseeablefUture・Giventherealitiesofheavyexternaldebtand

globalreorganization,CentralAmericaisfacedwithanimperativeto

enteraNorth-orientedeconomicblocinthefuture・Otherwise,the

regionmaysinktotheseabedbetweenNAFTAandMERCOSUR,and

befOrgotten(22).ThenortherngiantisalsosteppingfOrwardtowardsthe

hemisphere-wideeconomiccooperationandintegration.Whenthetime

becomesripeforCentralAmericatojoinwhatevereconomicblocthat

involvestheUnitedStates,farmorestrictandcomprehensivedemand

fOrdemocracywillbeimposedontheregion,includinghumanrights

code,aswasthecasewithMexico.Externalpressureissurelynot

enough,butitsometimesworks.

Fourth,economicintegrationwillgiveself-confidenceto,and

broadentheperspectiveof,CentralAmericanpeople.WhenCentral
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Americabecomesamorecloselyandeffectivelyunitedeconomic

group,theworldmaybemorewillingtorecognizetherealitiesand

possibilitiesofthememberstates.Asalongretarded,confilict-ridden

regionwithscarcelandandresources,CentralAmericahasbeenjust

anotherperiphery,farfromeconomicallyattractive.Tomany,itisstill

anunknownplace.However,byjoiningtheglobaleconomymore

activelyasanintegratedgroupwithfUturepossibilities,CentralAmerica

maygainmorepolitical,economicandculturalattentionfromoutside,

whichwillgiveselfconfidenceandhopefOrthefUturetothepeoplein

theregion.Whenthereisahopeforthefutureamongpeople,

democracyisapttosurvive・Atthesametime,acloserintra-regional

aswellasextra-regionaltiethroughintegrationwillbroadenthe

people'Soutlookbeyondparochialism.Mountainousgeographyand

resultingregionalcon価ctshavelongfermentedmutualhostilitiesand

parochialismthroughouttheisthmus.Economicintegrationwillhave

aneffecttoturnthemintomutualunderstandingsandcooperation,as

wellastoturnthepeople'smentalityintoamoreoutwardone.

4．Conclusion

Overall,thepoliticalimpact,ofeconomicintegrationinan

internationalcontextlookmorereliablyencouragingforthe

consolidationofdemocracyinCentralAmericathantheintra-regional

one,whichinvolvesconcernsaboutstillunstablecivilsocieties・But

internationalsupportisofcoursenotanomnipotentmedicine・Since

thereisnocausalrelationshipbetweenaneconomicintegrationanda

promisingfUtureofdemocracy,atleasttwochallengeswillhavetobe

metinorderfordemocracytotakerootinCentralAmerica.

First,bothstatesandsocietieswillneedtobepatient,atleasttwo

orthreegenerationslong,untilthebenefitsofintegrationexceedthe
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costofrefOrmsinavisiblefashion.Integrationshouldnotproceedata

rapidpacewithoutpoliticalreform.Inl991andl992,ECLAC

proposedaquitedemandingdevelopmentstrategy.Itadvocatesnot

consecutivebutsimultaneousachievementofbothgrowthandequality.

Accordingtoitsl992publication,ECLACconcludesthatequalitycannot

beachievedwithoUtconstantgrowth,growthinturnrequiresadecent

levelofsocio-politicalstability.AIsoitagaininturncannotbeachieved

withouttheleastlevelofequality.ThestrategiccriterionsECLACdraws

fromthispremiseare;@systematicabsortionoftechnological

progress,@expahsionofproductiveemployment,andOinvestment

inhumanresources(22).Thepremisethatthereshouldnotbeatradeoff

betweenthetwovalues,growthandequality,isundoubtedlycorrect・But

probabilityofmakingitcometruedownintherealworld,withabsence

ofneitherconstantgrowth,adecentlevelofsocio-politicalstability,

nornationalintegrationneededtoachievetheformertwo,isquite

doubtfUl・Takingsupplementingmeasurestorescuethedeprivedinthe

courseofintegrationtowardsmoreliberaleconomyisnecessaryfOr

equalityandimpedingforgrowth.Afterall,CentralAmericanleaders

andpeoplewillhavetobearinmindthatthisiswhatdemocracyisall

about・Inademocraticsociety,confilitsaremorelikelytobetemporarily

suspendedratherthanresolveddefinitively,asCoserputit(23).

Democracybydefinitiondoesnothavequick-fixmethodstofinda

wayoutofapolicydilemma.

Second,extra-regionalsupporterswillhavetokeepthecurrent

postureoflettingtheisthmustaketheinitiative・Atthesametime,

supportandconcernfortheregionmustbeconstantandshouldnot

taperaway.SuCcessofCentralAmericabstruggleforstabledemocracy

vastlydependsonhelpinghandsfromoutsidetheregion.

CentralAmericaisdefinitelystandingataturningpointofits

history・Butthisisnotthefirstcomerfortheregiontoturn.Liberal
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