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As rhe world movcs into la¡gc !¡adc blocs, rhe
rwo mosr impoftart !o date a¡e üc Nonh Amc¡!
can Frcc Trade A¡ca (NAFTA) and the Eu¡opean
Union (EU), formc¡ly known as üc European Com-
muoity. To begia, üs study comp¿¡cs thc key lcg¡l
aad policy aspccs of thc rwo blocs a¡d oudi¡es thc
salicnt fcatu¡6 of cech. Thc remaindcr of the essay
preserls quanriradv. d¡ra or NAFIA ¿nd r¡. EU
as well as additiond ¡clcva!¡ daa o! J¿parl East-
cÍ! Elúopq add olhcr wo¡ld ¡adc u¡irs. Thc ¿¡¿l-
ysis focuscs first on population, GNP, GNP/C, and
cxports, as mcasurcd by cxpon sha¡c of GNP. Thc
EU a¡ld NAITA ¿!c thcu courp¿rcd with respect to
economic st¡cngfh, gcographic. covcragc, and coa-
pcririvc pote¡tial.

I! 1994 twclvc cou¡tlics bclo¡gcd lo r¡c EU:
Bclg¡u¡n, DcDE¿th Fr¿¡c!, Gcrtany, Grcccc, kc.
land ltely, Luxcabourg; Ncúcrlaadq Pomrgal,
Spain, .trd ú. U¡iled Ki¡lgdoo. Joidng Je¡uary 1,
1995, we!. Aus¡!i., Fialand, and Swcdcn. Ia a aa-
tioowide votc Norway's popu¡atio¡ rciccrcd irs gov-
eúde¡¡'s lárc 1994 bid ro bccooc rüc sixtccaü
ocmtrc¡.

NA¡TA coúpriscs óc Uaitcd Statcs, Mcxico,
a¡ld C.¡¡ad¿. A¡gcn!i!!a, Cost¿ Ric¡, Chile, Colom-
bia, Venczucla, etrd othc! Wcstcrn Hcuisphcrc
coudEics arc seekirg crcobcrship.

F¡cc T!"adc "Fcvcr"
Viü thc proccss of'globalization" in which

natiooál rade and fin¿ncc seek to form mutually
bet¡cfici¿l ¿lli¿nccs, frcc trade agrccocnts among

¡a¡ions ar. rcaching a fevcr pitch. The oagacts and
modcls for f¡ce !¡ade are NAFTA and ¡hc EU.

Counüics cithe! seek to ioi! NAfTA end üe
EU o¡ foüow thcsc ¡oodcls in formiag their own
frcc tredc agrccrocnt (FTA) l..di¡g ¡o a 6cc t¡ade
¿¡e. (FTA. dcpcnding o¡ rhc cont.x¡). l¡ thc Vcst-
em Hemisphcc mosr cou.urrics waar ro joia
NAFIA, cxccpt Brazil, which is leading a rnove-
mer¡¡ of ils pa!!¡crs in thc E¡is¡ráEred Mclc¿do
Com¡i¡ dcl Su¡ (MERCOSUR). As of January 1,
1995, MERCOSIJR bccadc ¿tdos¡ a ñ¡ll cuslods
unio¡, a¡d scels by üc ycái 2005 .o .realc a¡ FIA
such as NAFTA. MERCOSIJR docs ¡ot cxpcc¡ to
bccomc a co¡¡¡ron ma¡kct such ¡s the EU u¡til ¡he
fi¡st or sccond dccadc of thc uelty-Gtst ccatury. In
thc ocaatimc, it oight bcttcr bc called the 'Me¡-
cado del Sur," ooiriDg tf,c conccp! of "Cooún."

A coúdo¡ oa¡ker is ouch more aobitious
üao ao FTA. Ir gocs beyond frec trade and invcsr-
mcnt 0ows to r.quüe all ¡¡cmbc¡ cou¡t¡ics to live
undc¡ the saqrc laws and rcgulations. The EU has
bcco succcssfu.l ia providing for cducatioaal a.ad la-
bor oobüty áEont its acobct"s. Yct üc EU id-
cludcs aspccs thar have yct to bc achicvcrl a
coo¡Eon cu¡leocy, foreiga policy, milit¿ry coo-
mand aod police aclivi¡ics (scc Figulc Br1),

Ahhough thcrc is Éuch discus¡iou of FTAS,
coEpar¿tive analysis of thc provisioDs ü¿t govcm
thco is aLoost oo¡existco¿ Furthcroorg ücrc is
litdc consistcndy coaparablc d¿ta o¡ d¡c sizc of
FIAs in te¡ms of thcir populatioa, wealü, pcr ca¡
ie wcaltl¡ and uadc flows aurong paroc! corr¡dics
and *idr othc¡ FTAs. This study prcscuts bascliae
data cssential for understaading how thc EU asd
NAFTA oodcls diffc¡ ia purposc aad sizc.

Thc provisioos of thc EU a¡d NAFTA aÉ sum-
ma¡üed in Fig¡¡¡. B:1. The NAfTA modcl maialy
iavolvcs Éccing trade and invcs!úcnt fiows, al-
üor.rgh it also p.ovid€s, in a lioited way, for the
oovcmcot of proGssionals adong its th¡e€ cou¡ri6.
Mcanwhilc, üc EU, howing that it is losiag aarkcts
in üc member councics of rhc No¡ü Amcrican F¡cc
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Trade A.rca, now scek5 to rccovc¡ acccss ro thcsc
ararkca by sigaing Íicc nadc ag¡ccm€aB. la Febru-
ary 1 995 ¡l¡c EU authorizcd trcgodarion wirh Mexico
!o cre¿rc an EU-Mcxico FTA. (Fo¡ dc¡ails, see üe
preceding chaptcr in this volumc, "Mcxico as Linch-
pin for Frec Trade in rhe Americas.")

Tablcs 81, 82, and 83 prcscnt dara on popu-
Iation, GNP, GNP/C, aid expon sha¡e in GN? fo¡
üe EU, Eastco Europe, aod NAFIA. Table 84
shows topul¡don, GDP, and GDP/C for maior
wo¡ld ¡radc blocs. Table BJ ¡ndicátcs the relative
impo¡ta¡cc of rhe daio. nadc blocs, using thc
Unitcd Sq¡cs as ¿ rcfe¡ence point. Table 86 profiles
thc economics of üe Uqitcd Srares, Japa¡, Gc¡-

many, üe Unitcd Ki¡8dom, Ceaad¿, á¡d Mexico,
eccordiBg to selcctcd iDdicátors.

Of ¡he membc¡s of thc EU, lcunitcd Gcrúát¡y
has thc largest populatio¡ (81 oiüon inhabitants).
Iely and üe Uaired Kingdom follow, vimrally ticd
at 58 D¡iüion. Gctmany's popu.lation is 207 ¡ioes
tiat of Luxcmbor.ug, üc smaüesr Eulopcan co¡¡n-
try, with a populadon of 389;000. A¡d Gcrmeny's
GNP is 134 times that of Luxcmbou¡g Gablc B1).

Givco such disparides in popularion sizc, is it
"fair" üat voting righs in the EU give unduc
wcighr ro small countrics? (!o¡ sha¡es of vorittg
rigbts, see Appendix A.) Despite ia small popula-
tion" Luxembourg has thc highcsr GM/C in thc EU
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(US 535,260) and thc highes¡ cxpon sha!. of GNI
{94 percent). Sparn. rn contrast, has a iargcr popu_

lado¡ {39 million) but d¡c EU's lowesr cxPort sharc
of GN! (17 percent). Clcarly, weigbtcd voting
rights arc not as arbitrary as fi¡sr gjancc migh¡ have
us believe. In erly c:rsc, countlics üth thc largcst
populadons togethcr consti¡ulc a 'qualified" (d.ci-
sive) rDaiorily. ln 1994 it took 23 "rninority" votcs

to block tbc majoriqv. It now takcs 26 votcs to con-
sr¡¡urc a blocki¡g minorit-v.r

six countries in Eastem Europe seck to join
thc EU: Bulgaria, üc Czech Republic, Hungary, Po-

land, Romania, and thc Slovak Repubiic.2 A-oong
thcse, Poland hás üe higlest GNP (US$75 büon),
much higlrcr tha¡ EU membcr l¡cla¡d (US$42 bil-
lion). Poland, however, is wcak in exports, which
amount to only 19 pcrccat of its GNP. Hungary's
GNP/C ¡ J4 perccat highcr üan that of Poladd,
owir¡g ro irs prcvious lcadership position amoog Eh.

former Communist countries in carrying out eco-
nooic rcforms {T¡blc B2).

Thc rclationship bc¡wcc¡ Pola¡d a¡rd
"sma.llc¡" councies is intcrcsting. Although Poland
has fou¡ times üe population of Bulgaria (9 mil-
lion), ir h¿s the lowcst e¡cport sha¡c of GNP (19
pclccnr). Bulgari¿ has üc s.co¡d l¡$cst.xpon
share of GNP (45 pcrccnt), aftcr üe Czcch Rcpub-
lic, which lcads borh Polaod and Bulgaria in expon
sh¿le of GNP (58 pcrcc¡¡) e¡d also i! GNP/C (US

S2,440) coú¡paled ü¡h r¡. r.sr of óc Eest ú Eu-
¡opca¡! cou¡t¡ics.

Vilh rcgard to Rooania aod the Slovak Rc-
public, üc ts'o poorast couatrics sccking to joio thc
EU, thc lacklustct ccooordc perforoancc of Roma-
oia is paÍicu¡ady norcworthy. Ron¿nia's GNP (US

$24.9 billion) is mo¡e th¿¡ double üat of üc Slo-
vak Republic (USSIO büou), yct üc two counu-ies
cxport thc same pc.can¡agc of GNP (28 pclcenr).
Romania's t¡ade with Eas¡cm Eu¡op€ collapsed in
1991 along wiü üc Council of Economic Assis-
talce fo! E¿stcm Eu¡opc (COMECON) tlading or-

OlgE l¡. !¡¿a Edrgiñq wbrldf..d.9l€.s 1?¡9

gánization. Subsequcnt grorth iu trade widr üc
'West has been slow, and cu¡¡c¡¡-accou¡t deficis of
mo¡c üa¡ US$1.2 bi.llion have bcc¡ reco¡ded each
year Éom 1991 throug' 1994. Rooania's popula-
tioB is fou¡ times larger than üat of üe Slovak
Rcpublic (5.3 million). The lcgacy of high inflarion
and modcsr gro*th accorin$ lor the Romariián cru-
rcocy's minimal purchasing power. lt is unlikcly
that Roma¡ia will becomc a full r¡ember of thc EU
wiüin the nexr ten yeac.3

How can the Slovak Republic, with its smaü
population and weak economy, hope to competc in
an cxpanded EU? Although its populárion is o¡ly 5

million a¡d i¡s GNP is only US$10 biüioa, tbe Slo-
vak Rcpublic has rhe saoc higb levcl of expons
¡elative to GNP as Roúania.

Thc Fivc Con¡ti¡ucocics of
thc Europc¿a Unio¡

Giv.n üe dispariries in population, GN?,
GNP/C, and expon sha¡e of GN?, the countrics of
the EU form fivc "cons¡iruc¡cics" (scc Figü¡e B:2).'
1. Thc 'Corc": F¡a¡ce and Gcrtrla¡¡y. B€lgiull,

thc Netheriands, aad Luxeabourg too close
gcographically and roo s¡Ball econooically to
avoid bcilg dlawD i¡ro üe orbit of power, arc
appendagcs of the Corc. (ln 1951 lra¡ce and
Gcrmaay foundcd dre Europcan Coal ald Stecl
Cooouniry, thc precursor of thc EU, to rebuild
war-t9m Wcstcm Euogc.)

2. Thc 'F¡ee Trade¡s": G¡cat Brirain a¡ld Dcn-
oark (membcrs of rhc EU sincc the carly
1970s). Bri¡ai¡ is lcadiag tic way towar<i es-

tabüshing a co¡rmon market ior goods, scr-

¡Cq!¡lndy 62 vo(c! oü of a roal of 87 ár€ D.cdd for ¡
"qu:lifi.d- (d.<isiv.) 6.jorir/. ThG U.K-', codc.ñ is d¡ár cv.n
if n ea ioi¡.d by G. ¡¡y ¿¡d óc N.üdl¡trdr ¡o foÍ! .
"libd.l gtoup,- ¡h.y 3.ill would not .onsdtuÉ e blockirt ñi
norirl, .Lhoüg¡ rogcrh.r ¡h.y Mvc 29 p.¡c.'r of !h. vo... s..
App.ndi: A ¡nd "Th. Eüopff U on S8cy," ¡r¿ ¿¿o'o-

^Ét, O.fo&. 2Z 1994, p. 29.
:Dcs@ñd Dine!, E¿a CIoi6 U,ionl A' Ltodt.tíon to

tbe Eu¡op.an Co,t 
'tu¡ttr lBo'¡ldcr, Colo.: Lynn. tu€nn.! Pub'

lbhs, 199a), p. a79.

JTh. pro.a of ¡dbilli¡g 
'r€* 

ocab6 omcia rcqurG
EU ¡pprove¡ of d invi!¡uo! to o.goÍiáE with üc ¿ppli@t,
sucÉssÁ¡l rcsoiEoon ro briry rh. ¡ppliat ir¡o .€cord with
ü. r.gul¿hons ed provis¡oDs of ü. EU, &d ¡Ír@¡vc vor.
bI .bc .pplying .o6üy. Tb. vor. o.y b. by ü. Coartg o.
by ü. vo¡ing-¡g! popul¡loE Tb. EU hdd iE 6¡sr fo@d 3@-
¡¡¡! oGint ,id¡ rh. !i¡ form.r EaÍ.m Blo. (V.rsáw P.c¡)
cou¡Eics on D6!tnb.. 10, 1994, wh.!c ú.y dbcusscd s¡r¿r-

€i6 for uirin€ E6t .od V.sr, bur .3Ebüllcd ¡o ri.r¡c!¡blc.
Thcy ód r.k up such su6 ¡s ¡EDcdEGlv 6úg r6EidioB
on apor!. e¡st !o w6! i¡ Eúop., how"vcr, ¿! w.ll d fora8D
ánd Éonly conc.ñs ol Rú!si¿. Fo( ¡ laof! on üe ut!6,
s.¿ Mrk M. N.bon ¿rd Ch¡rl.r colds!¡iú, "SMFi! Bc-
rEñ EU, E8r Eloc Adopc SE.t sy fo. ln!.s¡¡rioú," v¿t¿
Std4 JML D.t6ba 12. t994.

'"Thc Eüropcán Unio¡r: B.ck ro ó. Dra*in8 Boa¡d'
The E.o"odst. S.pt |.lth,-t 10, )99a. pp. Zt-23.
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qg¡ fa [dt! E¡r¡rli¡E ¡rbdd ¡t d. B¡oG. r2tt

Fl$¡'l B¿

IHE EUFOPÉAN Ur{¡Ol{ts Fr\G "CO¡!E mJE{C¡ES'

sa(tE'o.dr'ó.r-6rhiu*(E'ldÉño:lg¡b.'.

viccs, capir4 end peopl. whil. E)'ing ro prc-
vent ü. risc in Europc of aoy siagulady pow-
erñrl couotr¡'.

3. Grcccc, Portugat aad Spaia: These poorcr,
ncwly dcúodadc ocobc¡s sect to aodc¡dzc
ücü cco¡oñi.s to protcct atains¡ a rasurtco€a
of ¡uüorit¿¡i¡¡ rulc. Thc ad.Eisrio¡ of ücsa
coundcs i¡to ¡bc EU i¡ üc 1980s widc¡cd üc
gag bctween rich aad poor cou*rics, thc lattcr
indüiag Icland aad rc somc extenr ltaly.

4. Eastcm Europc: üc Czcch Rcpublig Hungary,
Pola¡d, aod Roma¡i¡. Thc couot¡ies of Ee¡tcm
Europe frccd thcmsclvcs Éom Russian n¡lc ¡f-
rer 1989 aad ücw ¿dmi¡sio¡ .o úc EU, pro
pos€d for 2000 by Gcruuoy, as i¡su¡a¡ce
ag¡i¡st the lcsutgc!¡cc of Russie¡ euüorily i¡
dlc rcgion.

5. Europcan Frce Tr.dc Associarion lAusrna, Fin-
land. Norway. ánd Swcd¿n]: These counuics,
cxcept Norway, havc realizcd lhet rhey can nor
afford to be lcft out of aa cxpaodirg EU. Aus.
cia may evm bccocrc pa¡t of rhe Core coosriF

uency. For at lcast rhc ncxr decadc Norway has
pcaolcum and fish for expolt to rion-Eu cout¡-
nies, giving üc cou¡try a fccliog of coofidcacc
üar i! docs oot nccd its lcighbors ¿s l¡uch ¿s

thry nccd it. Fu¡thc¡ao¡q thc fact that No¡-
wcgiaos dcfcatcd by slbhdy Eorc úa¡ 50 p.t-
ccat the govcr¡.ocnt initiative ro ioia thc EU
c¿n be E¿ccd to rhc voras of üe rcledv.ly lalte
agricultural and fishing pgpulations, both fcar-
ñrl of submiaing ro comüto!! oarkct poücy
rhat would lirnit food produc¡ion subsidics a¡d
opc! Norw€ia¡ fisbing bcds to thc EU. Thc
urbar scctor, sooc of whic¡ also vorcd egahst
loining üc EU for fcar of losiag social bcac6ts,
has bcea disadvantaged by Norwáy's f¡ilurc to
joia üe EU, add somc l¿¡gc Norwegied oa¡-
ufacnrring companics are rclocatiog üeir maio
ofñces ro thc EU, thus weakcning üc d¡ivc ao
modemize the cconooy.5

,"No ayt No," fh. E.onoñia, Dcccab.! 3, 1994,
P. 20.
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In view of rhc dive.siry of üc 6vc groups, dis-
unitv rn üc Unio¡ coúas as ¡o surprise. Two cop-
ing modcls fravc cú¡algcd to oanagc thc divcgcnt
rnt€rcsts: rll rhc Brirish modcl sceks io tive morc or
Iess cqual wcigh¡ ro rhe conccnrric circlcs dcpicr.d
in Fi$re B:2, encourati¡¡g coopcration arnong thc
divcrsc consti¡ucncics; (2) rhc Gcrman-French
modcl favors mov¡ng forward wiü monccarv u¡ion
a¡d ¿ ¡¡nificd forcign policv focuscd on üe ce¡tcr
circlc in Figurc B:2, lhc Corc. Thc notion tiat Brit-
arn már' rcsist France and Gcrma¡y and rcfusc to
loin thc EU monctary union prompted rhis com-
meñ ¡n The Econoirist:

If B¡ir¡i¡ sr¡ys ou!, only to ch¿rg! iB rtrj¡d l¿t¿! [¡5 it
d¡d ¿bour óc EtIl, is lcadcn m¡y scc¡h ¡s silly a!
Churchiü no* sccms, fo¡ üis comhcnt oo úc fouading
of üc Europcr Cod ¡¡d Sacl CofDmuDiry 43 y.¡Js
ago: 'l lovc Fnncc and Belgium bu! wc r¡usr nor ¿llow
oürsc¡vcs ¡o b. pullcd down !o dr¿r l€v.1."6

Coaperisoa of ¡hc EU ¿¡d NAFTA
Population ¡otals (Iables 83 ¡¡d 84) for

NAFIA ¡¡d thc EU .¡c now ¡bou¡ thc s¿mc:
NA¡Tá" 363.3 millioo; EU (15 couatrics),368,8
dlüon (1992 daa). Vidrir üc EU, Gcroany's
econooy is thc stroogcst, followcd by úos. of
Fr¿ncc ¿¡d lraly. Among ¿ll courrics in r¡e ¡wo
tradc blocs, rhe U¡ritcd Srarcs has thc highcsr GNP
and üc highcsr GNP/C wiói¡ NA¡T.{ Ovc¡all,
Luxcmbourg has the highcst GNP/C.

With rcspect to cx¡ron share of GN?, Mcxico
ranks lowest in NA-FTA (14 pcrccnt) ¿¡d Grccce
pl¡ccs l¿st i¡ thc EU, 'rith ¿ pclccrr. Ev.ü Roú¡-
nia end drc Slov¿-k Rcpubüc raak abovc Mcxico,
with 28 pcrcelt cach.

Tl¡c indcx c¡.lculatcd in T¡blc 85 shows thc
rclarivc cco¡omic strcogdr of maior trading uoits.
For examplc, Mcxico h¡s onc-üi¡d of üc popu.la-
tion of thc U!¡ilad Stetcs, but Mcxico's er<porr sharc
of GNP is only 5 pcrccnt of thc U.S. cxpon sharc of
GNP. Thc r¡blc also shows *,hy Jepan, a sioglc
counrry that has cstablishcd ¡ wcb of radc dcpca-
dcncy worldwrdc, is ofrcn scln ¡s thc cconomic
"cocmy" of boü NA¡IA aod thc EU. Jagan's
GNP/€ is 21 pcrccor higher than üar of thc Uoircd
Starcs. Mairy cour¡rics have formcd implicir nadc
blocs to compctc with Japan and hs accumulation

of world cedc capitel. NAFTA givcs thc Uoitcd
Sutcs, Canada, and Mcxrco rhc opporruotry ¡o cx-
pand intcma¡ional tladc ar Japar's ex!,cnsa.

In üc Vcstem Hcmisphcrc, üe GNP of üc
Uni¡cd Sta¡es fa¡ cxcccds üat of othé¡ coun¡¡ics of
chc hcmisphcre, wiü óc cxceprion of Canad¿,
whosc GNP is 84.3 pcrccnt of the U.S. ¡oul (Tabl.
B5). Alüough the population of rhe EU is 48 p.¡-
ccnt largc¡ ¡han üc U.S. popularior¡ i¡s GNP/C is
only 89 pcrccnt of thc U.S. figure.

Mcxico has csrablished isclf as rhc iinchpin
for f¡ee tradc in rhc Amcricas? dcspi¡e thc f¿c¡ that
ils populatiotr is only onc-third rhat of üc U¡jtcd
Sr¡rca, its GNP is 5 pc¡c.nr of t¡e U.S. amoua!, and
its GNP/C 15.3 pcrccnt of r¡c U.S. 6guc. Thc
NAFIA fraurcwork, along üü rhc "dcfcat" of ¡hc
Chiapas rebcls in üc Augusr 1994 ¡adon¡l clec-
tioos, has i¡c¡crscd rhc ¿rtacivet¡cas of Mcxico for
U.5. invcstoc¡r.

Thc i¡dcx of popularion and aconomic
sccngü ü Tablc Bj shows üat in rela¡ion ro üc
GNP/C of üc Unitcd Sratas, Mcxico ranks highcr
th.n MERCOSUR b)¡ 3,5 pcrcc¡!, while Gcrmany,
with a populetiou about cqr.ral to r¡ar of Mcxico,
has 95.7 pcccrt of thc U.S. GNP/C, !¿ising thc
¡vc¡¡g. fo! üc EU to 80 pclcedr of üc U.S.
GNP/C. Th¡ aralysis is carricd a srcp fulthc¡ i¡r
Tablc 86, adapted from a coaparisoa publthcd
rcgularly by üc Nerrl Yort Tirzes of NA-FTA (€an-
¡d& Mcxico, a¡d rhc Unircd Srarcs), rhe EU (¡cp-
rcscutcd by Britái! and Gcroany), aod global
comfrcdrols (!cp!csc¡r.d by Japaa).

Thc bottooo linc for globál comFdrio¡¡ is shown
in üc oaaufacuriag wagc gap fiablc B7). Thc wcst-
.m Eu¡op.an cou¡Eics wiü üc highcst avcragc
hourly wagc in maaufacturir¡g ( 1 993 dáu) ¿re Áo¡c.d
to co¡upctc u¡dc¡ r¡c burdcn of a wagc of US$2 I . ln
Japan and üc Unircd St.rcs üc figure is $16. Thc
Asiú "tigc!s" (Taiwan, Singaporc, South Korca, aad
Hong Kor¡d, howcvcr, avcrage ebour US$s pcr
hou¡. Tl¡ilsc date i¡lurtre¡e Mcxico's sta¡us ¡s a¡
atr¡ctivc localc for d¡c cstablish¡oea¡ of m¿¡ufac-
tü¡ing plaors, wirh its US$2.41 houly manufactu-
ing wagc. Likcwisg Ea$.m Eu¡opc, whcrc lhc
hourly ruanufacmring wage is U5.S.90, is Mcxico's
futurc counterpart fot thc EU. Germany has alrcády

'Scc J¡tÉ v. vilt¡G .nd Ol9 !1 tzin, "Mqi@ ¡.
Lúchph fo! ¡r.. Tr¡d. h dt. Añ6at- SutÉñ@t AbtF' .t
ol Latú Añdia, vol. 31, h..cú..'Thc E¡roF¿. UDioo," p. ¡.
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f.!¡. 85

[tDE¡ OF POPU! ¡o'r Al{O ECONOTalc POWER OF
IAJOF WOFL.O ÍFADII{G U'IfTS

(A!¡out 199¡li U5. = 100.0)

f.l¡. E6

lCONOiüq ¡NDICAÍOAE SELEeED COUNÍF¡E5

{I¡4rSa}
c#, uü- 5.r uút

tuóÉ

.ar!ú6(ar
rñ¡6lPcJr¡.'ú)

El.ndlhY

r(¡..c] ¡!ú. ¡ñ fra.4 led Eé,q{ h }!d ¡G sÉr*i¿

movcd important úa¡ufacnrriog fuads into Roma.
nia, fo! cx¡mple, but rhc EU has yct to cstabüsh a
formal rclationship wiü Eastcrn Europc cornpaeblc
to Mcxico's posidon in NAFTA. lJl gencral, Eastcrn
Europc (cxccpr rhc Czcch Rcpublic) awaits drc opcn-
irr8 of its .cononics, which rcnain largely nonnar.
ket (scc Appcndix B).

NAFIA is mor. equitably positioned in terms of
intemal wage gap bctwcco countrics üan is thc EU.
Fo¡ NA¡TA úc U.S. r¡a¡ufacu¡iog wagc ¡a¡c is 6.8
timcs highcr rhan üc Mcxican rate. For rhc EU, the
presmt tap betwe€n thc highest wage (V'cstcrl G€r-
many) and dr. lowas¡ onc (Porrugel) is 5.4 pclcctrr,
but thc potential gep, o¡c. rhc EU cxpands i¡¡o
Eastem Europc, is 36.6-án amount cqual to thc

diffc¡cncc bctwecn Wcstem Gcrmaay aod Bulgarian
wagcs. Equity is aot thc oDly issuc, hoq¡cvc¡; i¡ this
cás€, ircquily rd¿y hclp Eestcm Europe alEact cap.
ital ia thc competition for evcr chcaper manufactur-
ing sitcs in an cra of globalüatio¡.

Under th. NA¡TA Eodcl, thc proccss of opeo-
ing Ea¡kats ¡o frce ¡¡ade üll occu! ovc! 15 ye¿¡s
(Appendix C). Ea*cm Europc, in conuast, faces a
much Erore difficult mission of nearly iomcdiate
i¡tcgradod into ¡hc EU. In kccpiog wiü thc gradual
¡cmov¡l of !¡adc ba¡ricrs, Mexico hes cliEinated
duties on all U.S. and Caaadian products not made
in Mexico, üar is, oo 43 pclca¡t of irs pu¡chas€s
f¡om Canada a¡d üc U¡ited Statcs. Alhough thc
data suggcst that Mcxico purchascs aost of its
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SEIECTED COUNTFIE]S
(re93)

csr tb rLEr

Ol9 r¡. l¡:¡¡, El¡.rli|lg Wbrld lr¡d. ab€ t2l5

Co¡clusion
'Whc¡ NAFfÁ and thc EU are compa¡€d with

respec-! to lhaú framework and policies, geographic
scope, and leadership, thrcc significalt poiaa'
cdrelge.

1. U¡like NA-FTA, üc EU allows individuals,
both wo¡kers and students, to move about
freely among ¡hc r¡cmber countrics. lo addi
don, a goal of thc EU is evenrual unificádon
unde! o¡te cune¡cy, a comrnon forcign policv,
aod militalv coordinadon.

2. NAFTA has the porcndel ro expaad beyond
Mcxico into Ladn Amc¡ica. The Unircd Slatcs
a¡d Mcxico have ex¡cnsive trade cxpcrie¡rce rn
the rcgion, in codpa¡ison wi¡h r]¡c EU's lack
úrcrcof in Europc. Also, Mcxico has cntercd iaro
sevc¡al muldlatc¡al and bilaleral aglccmc¡ls d'¡at
make erpaadcd tradc possible. Canada has fa¡to
go, howcvcr, in cstablishing trade rclations be-
yo¡rd thos. wiü rhc Udilcd Srates. A¡d borh üc
Unitcd Sta¡cs and Ca¡ada facc fo¡td&ble com-
petition 6om Japao. Uoder Mcxico's lcadership
in bringing about the iarcglerion of üc Alúeri.
cas, howcvcr, NA¡TA is weü posirioDcd to cod¡-
perc widr üc EU, as it ekcs lts 6¡st scrious steps
ro dcvclop rclitions with MERCOSIJR.

3. Ooc countv, üe Unitcd Stares, functions as üe
"core" for NA¡TA, whe¡cas F¡a¡ce a¡d Ge¡-
ma¡y coitprisc üc EU core. Howevcr, Frcoch
presidc¡r Franeois Mirrcrand's rerm is cooiag to
aa end aad Jacqucs Dclors, rctiring head of thc
Eulopcan Commissio¡, has decidcd not o bc a
présidcrti¿l candidatc i¡ Fla¡rcc's May 1995
clcctions. Ca¡ Gcrmany count on France as ils
traditioaal ally itr proeodng ever gca¡er EU
unity or will a acw dyo¿qric eEc¡gc?

Meanwhile, expansio¡ of thc EU into Easrcd
Europe is dclayed not only by the slow process of
c¡c¿ting markct cconodics wirh modem laws a¡d
c¡edit systcms but also by Russia's artutt¡ent thar
indusion of forme¡ Warsaw Pácr counrnes in
NATO could sig¡al a ¡ew Cold Va¡.

s.¡.&: r.E id', rn GaÚ x4. l¡af sr5
.¡¡r,t s-'t .34, r't r tr-25.

goods froE the UniÉd Sca¡ca (63.4 pclce¡t in 1992)
and vcry ünle Éour Ceaada (1.0 pc!c.¡r), rhe rca!
ity ú that ouch of the Canada-Mecico ¡¡adc is
"los¡" s¡adsdcelly whcn ir p¡ss6 ürougb üc
Unitcd Statcs, where üa Eansactions bccoole incot-
poralcd inlo U-S. nadc da¡a. (Scc thc prcccding
chaptc¡ in üiJ voluDc.)

Uod.! NA¡TA thc Unitcd Sta¡cs immcdiatcly
eliminarcd duties on ncarly 50 p.crccnt of Mcxicao
impom and Ca¡ada did away wirh tariffs on 19
percmt of ils imports ftoE¡ Meraico, i¡tcluding a
conplctc opcoint to Mcxice¡l rcxtilcs (ürcad,
doü, ¿t¡d do!hi¡g), which i¡ 1992 ¡c¿ched abour
US.l17 müon in valuc. (Mcxican ¡cxrilc axporB !o
the Unirad States wc.c 56 rimes g¡car.!.)
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