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1-Introduction

Integration in the continent

Regional integration processes in South America have advanced significantly, in the past 25 years, as an attempt to deal with the worsening of the economic and social situation which the continent had to face after the foreign debt crisis in 1982. The objectives of this paper are to give an overview of these processes, especially as they concern MERCOSUR, and propose alternatives from the standpoint of civil society organizations. 

South America is understood to mean the continent which is limited in the north by Colombia and in the south by Argentina. This concept is different from that of “Latin America”, a broader definition that includes the Caribbean, Central America and Mexico – all regions which depend more heavily on the USA, and which is consolidated in free trade agreements such as the NAFTA and the CAFTA. However some statistics presented in this study refer to Latin America, especially data produced by the UN System, which works with this geographical classification.

The idea that South America, beyond its division in borders and States forms a unit is an old one. This was one of the principles that guided the struggle for independence of the Spanish colony in the continent, and gave the needed momentum to Bolívar and San Martín's actions. The idea of integration was facilitated by the common history, fruit of the settlement and cultural and linguistic proximity.

However, the independent countries soon became fragmented and engaged in violent conflicts among themselves, such as the War of the Triple Alliance, also called Paraguayan War (1864-1870, Argentina, Brazil and Uruguay against Paraguay) and the War of the Pacific (1879-1884, Chile against Peru and Bolivia). Attempts to organize Pan-American conferences were not successful in achieving political advances and for most of the nineteenth century there was great distrust among the Hispano-American republics and the pro-slave monarchy of Brazil, which was also different because of the language, Portuguese.

Additionally, the economic logic that had prevailed since colonial times was one of integration with the international market and export of agricultural products to Europe and the USA. The commercial ties among the South American nations were fragile, as well as the small number (or even absence) of roads, maritime lines and infrastructure in these countries. From the time they became independent to the time of the world wars, most of the Latin American trade was conducted with European powers, particularly with England and France. These countries were the largest investors in the continent, and controlled railways, transportation, urban services and companies. They also trained and equipped the armed forces.

As times passed, the USA became a hegemonic power in the Americas, thus surpassing the Europeans. The American military intervened in Mexico, in several countries of the Caribbean and of Central America, and took on the self-ascribed role of obstacle to any regional integration process that would escape Washington's control. The creation of the first continental integration associations, such as the Organization of American States (1948) took place in the beginning of the Cold War, when the United States grouped their allies in regional associations. The North-American people replaced the European in every field in South America: trade, investments, military training etc.

Nevertheless, ties with the European continent continued strong, particularly the cultural influence exerted by France, the economic and scientific partnerships with Germany and England and the relationship with the former colonial metropolis, such as Spain and Portugal. The European influence persists after the redemocratization process, and we see social movements and unions establishing more intense partnership agreements with their counterparts in Italy, France or Spain, relative to those with the USA. The European capital, especially the Spanish, was also very present in the South American privatization processes that took place in the 90s.

After the Second World War, interest in integration as a tool for development, stimulated by the European experience and the thought of The United Nations Economic Commission for Latin America and the Caribbean (ECLAC) grew significantly and these studies greatly influenced the formulation of public policies of the industrialization model through import replacements. ECLAC was also decisive in boosting the first attempts of integration among Latin American countries, with the Latin American Free Trade Association (LAFTA), created in 1960, which attempted to establish a common market in the continent.

LAFTA failed as a result of the difficulties in conciliating trade opening with the protectionist demand of the model of import replacements, and also as a result of the growing political conflicts in the 60s between the military dictatorships (Brazil, Argentina) and the democracies (Chile, Colombia). However, this first attempt at integration was fruitful, as it gave rise to the formation of the Andean Pact in 1969, which brought together the countries in that region and served as the cornerstone for the creation of the Andean Community of Nations, three decades later.

Integration processes which were resumed in the 90s took place concomitantly with two broad changes: the redemocratization of South America, with the fall of the military dictatorships, and the collapse of the model of a State-based economy, which promoted industrialization by import replacements. This paradigm was changed with the implementation of neoliberal reforms as defined by the Washington Consensus, that include an economic opening, privatization, adhesion to the rules that regulate intellectual property, patents and investment protection and the emphasis on foreign capital.

Therefore, MERCOSUR was created in the so-called “open regionalism” format, privileging positioning in the global economy. According to Brazilian diplomats, regionalization and globalization appear as complementary processes:

Regionalization is globalization in miniature. Each regional integration process reproduces, in a more restricted space, but more vehemently, the main characteristics of globalization: multinacionalization of the production process, diversification and acceleration of capital flow, interpenetration of the economies, convergence of value and cultural patterns.

A country that becomes engaged in an integration process is more able to participate in the globalization process. It gains experience in the international economic talks, is motivated to strive to become more competitive, and to expand its consumer and supplier markets. Those who regionalize are better at globalization.

There is, however an important difference between regionalization and globalization: regional integration processes are subjected to a political follow-up, which the globalization process still lacks.

The history of MERCOSUR is marked by the tension between seeing the bloc as part of a liberal means of establishing a position in the international economy or as being considered as a step towards building alternatives that escape the limitations of this paradigm, such as dependence on developed countries. Such a struggle is central to the actions of civil society organizations and reached a climax during the financial crisis of 1998-2002.

An Overview of the Leftist Wave in South America

These first years of the 21st century have been marked by leftist victories in South America. Beginning with Venezuela in 1998, almost every country in the continent has elected progressive governments, such as Luiz Inácio Lula da Silva (Brazil, 2002), Néstor Kirchner (Argentina, 2003), Tabaré Vazquez (Uruguay, 2004), Evo Morales (Bolivia, 2005) and Michelle Bachelet (Chile, 2006). These presidents have very different political origins, lives and practices, but they share a disagreement with the prevailing neoliberal canons (with the exception of Chile). Among their common characteristics are the emphasis given to a greater participation of the State as an instrument of development and social justice, a past of social struggles against the military dictatorships in the continent and the defense of the south-south cooperation and the process of regional integration.

Venezuela began the leftist circle in the continent after a decade of political turbulence that included two attempted coups and the impeachment of a president brought about by a corruption scandal. Chávez' rise to power and the social struggles in the country are inseparable from the disputes over Venezuelan oil (see section 5). Venezuela is the country that advanced the most in terms of social reforms, and is also the place where the confrontations between the left and the right became more violent. Along with an attempted military coup, there were economic boycotts and large-scale manifestations against and in favor of the president.

In Brazil, President Lula was elected in accordance with a normal democratic process. The Workers Party (PT) had been in existence for almost 25 years and had already held administrative offices in several States and counties in Brazil. Additionally it had strong representation in Congress. But the months that preceded Lula's victory had been marked by fear on the part of the financial markets. The exchange rate for the dollar went up, as did the country risk rating. These fears began to decrease only when the then candidate circulated during the campaign the “Letter to the Brazilian People”, in which he committed himself to keep all the agreements signed with the IMF.

The Lula government continued to carry out an orthodox economic policy inherited from its predecessors and made alliances with the traditional right-wing parties. However, it also implemented changes by allocating more funds to social policies for income distribution, supporting small-scale agriculture, in order to ensure a constant food supply, fought racism and strengthened foreign relations with other developing countries. In 2005 the government was hit by a series of accusations of corruption that led to the downfall of ministers and party leaderships. Although the president's popularity has remained high, there have been tensions between the government and many of the social movements that support him. They are very critical of both the instances of corruption and the way the economy is being run.

In Argentina, Kirchner was the little known governor of the remote province of Santa Cruz, when he was elected president in 2003. He had opposed his colleague from the Partido Justicialista, President Carlos Menem, responsible for implementing neoliberalism in Argentina and for causing the country to deal with a large-scale crisis. By taking office amidst an unfavorable situation, in which the population living through an economic catastrophe looked at politicians with mistrust, Kirchner began significant reforms. They renegotiated their foreign debt with favorable terms for the country, which resumed economic growth and the trials for crimes committed during the period the country was under a military dictatorship.

In Uruguay, Tabaré Vazquez was elected in 2004 by the Frente Ampla, a colligation of left-wing parties that broke the bipartisan supremacy of Conservatives and Liberals, prevailing since the nineteenth century. The difficulties in the economy and the problems with the relationship between Argentina and Brasil led him to take controversial attitudes, such as resuming negotiations for a free trade agreement with the USA. 

In Bolivia, the social movements became stronger in the 90s, and were able to start vetoing neoliberal measures, especially proposals related to gas extraction. The mobilization of the indigenous people and coca planters resulted in the victory of Evo Morales, in 2005. He was elected by the Movimento Ao Socialismo (sections 5, 6 and 7)

Chile has been governed by a center-left colligation, the Concertación, since the end of the military dictatorship, in 1990. Formed by the socialist and Christian-democrat parties, this alliance continued to use the economic neoliberal model implemented by Pinochet. According to that model, the Chilean economy is centered in products such as copper, wine, salmon, fruit and cellulose. The country has signed more than 50 free trade agreements with many countries, including the USA and China, and participates indirectly in the regional integration process. Currently it is in the midst of disputes over natural resources with neighbors Bolivia and Peru. However, the most damaging effects of this process were mitigated by social policies aimed at benefiting the poorer segment of the population.

The election of socialist Michelle Bachelet, in 2006, was hailed, especially because it is a woman's victory, in a conservative society, one which legalized divorce only in 2004. From the economic standpoint, no changes have been made, relative to the model implemented by Concertación, whose characteristics were low inflation rates and accelerated growth. However, this model also caused social inequalities to become more marked and in this continent they are only smaller than in Brazil.

In Ecuador, the social movements, and especially those of the indigenous people, became part of the colligation that supported President Lucio Gutierrez, elected in 2002. But these progressive forces abandoned the government within 6 months, displeased with the agreements signed with the IMF and the pro-USA foreign policy. Gutierrez renounced in 2005, after popular protest and accusations of corruption.

In Peru, President Alejandro Toledo replaced the authoritarian Fujimori government, but it did not live up to the expectations of the population and has since become the most unpopular president in South America. The high growth indices observed during his term did not translate in an improvement of the quality of life of the population, and thus opened the way to the anti-system candidacy of Olanta Humalla, a high-rank career member of the military. He masterminded a coup against Fujimori and is accused of tortures and assassinations committed during the dirty war against the Sendero Luminoso.

In Colombia, power is still in the hands of the right-wing parties, with the high popularity indices maintained by President Álvaro Uribe and his policy of making security a military issue (see section 6). However the parliamentary elections of 2006 also contributed to the rise of the Pólo Democrático Alternativo, a left-wing party founded in 2003 and that has gradually become an opposing force against Uribe.

Report Summary

This study has nine parts. “MERCOSUR: historical background and institutions” analyzes the life of the bloc and the role of its major decision-making institutions, while emphasizing the low social involvement in the regional integration process. “MERCOSUR-CAN Relations” examines the agenda of agreements and negotiations between the two blocs, and concentrates in issues related to trade and infrastructure. “MERCOSUR beyond South America” deals with the role of integration towards strengthening international positioning of the counties in the continent, in the disputes involving the WTO, FTAA, the European Union and alliances among developing countries, such as the G-20, the India-Brazil-South Africa (IBSA) Dialogue Forum  and also deals with the issue of establishing closer ties with the Arab League.

The fourth section, “Natural Resources” looks at the importance of oil, natural gas and water for the integration process. “Human Security and Peace” approaches the conflicts caused by organized crime and the social problems involving the coca plantations in the Andes region. In “some ideas to try to understand Latin America and the Caribbean”, the objective is to try to emphasize the importance of the relationship of this region and the Caribbean, mainly Haiti and Cuba, in order to better understand some of the military and diplomatic developments which affect the integration process. “Human Rights and Citizenship” examines advances such as the rise of the indigenous peoples movements and the consequent impasses, such as persistent violence. 

The eighth section, “Economy and Finances”, paints a picture of South-American's macroeconomy for these last few years and analyzes the evolution of inflation, the growth of GNP and the unemployment rate. The last part discusses alternatives to the integration process, represented by proposals such as ALBA and the Hemispheric Social Alliance. The document ends with a conclusion and two annexes containing statistical data and a list of sites with information about the process of integration. In “the USA, the 13th country of South America”, which comes last, before a study about possible alternatives, the role of the USA in the South America and the Caribbean is mentioned, thus demonstrating how it is strongly positioned in both regions, which might explain why it might have influenced the creation of ALBA, with Venezuela as an alternative to the American proposals for regional integration.

The fifth section, “Natural Resources”, deals with the importance of oil, natural gas and water for the integration process. “Human Security and Peace” approaches the conflicts caused by organized crime and the social problems involving the coca plantations in the Andes region. “Human Rights and Citizenship” examines advances such as the rise of indigenous movements and the consequent impasses, such as persistent violence.

The eighth section, “Economy and Finances”, paints a picture of South-American's macroeconomy for these last few years and analyzes the evolution of inflation, the growth of GNP and unemployment rates. The last part discusses alternatives to the integration process, represented by proposals such as ALBA and the Hemispheric Social Alliance. The document ends with a conclusion and two annexes containing statistical data and a list of sites with information about the process of integration.

2-MERCOSUR: historical background and institutions

History

Mercosur was created in 1991, with the signature of The Asuncion Treaty, but its origins go all the way back to the 80s, and a series of agreement for economical and political cooperation between Argentina and Brazil. The two countries experienced serious conflicts during their respective military dictatorships, especially concerning the issue of the use of the international rivers of the South Cone, for the generation of hydroelectric power. Nuclear programs were also a source of rivalry, resulting in the fact that neither State was able to obtain atomic weapons.

The Argentine dictatorship started to collapse in 1983, after it was defeated by the United Kingdom in the Falklands War. The Brazilian dictatorship ended soon after, in 1985, after a long and drawn out transition process that had began 10 years previously. The civil governments that had just taken office strived to eliminate the “authoritarian waste” and started to take steps towards diplomatic reconciliation. The post-crisis economical difficulties were also a decisive factor, in the sense that they served as a boost, for both countries, to search for markets for South America, in order to counterbalance the relative isolation from the financial centers in the USA and Europe, because of the 1982 moratorium.

The Argentina-Brazil negotiations included agreements for preferential trade treatment and an important treaty for cooperation and transparency in nuclear-related issues. This closer contact developed and discussions about forming a common market, modeled after that in Europe began. During the second half of the 80s, Uruguay and Paraguay joined the negotiations, to become also founding members of Southern Common Market (MERCOSUR).

MERCOSUR was formed after what is called “open regionalism”, in which trade liberalization is the essential element in the integration process. The bloc members created among themselves, a free trade zone and adopted a common external tariff (TEC) for foreign products that can be as much as 20%. Therefore, the bloc forms a customs union, although the objective is to achieve a deeper integration, in which people, capital and macroeconomic political coordination would circulate freely. Also on the table for discussion is the possible adoption of a common currency, following the example of the European Union.

In its first years of existence (1991-1998) MERCOSUR was responsible for a 400% growth in trade among the member countries
. This potential attracted the participation of both Chile and Bolivia, and they joined the bloc in a special class, that of “associate members”. These members receive preferential treatment but they do not have the rights and obligations full members enjoy, as for example, joint negotiation of international agreements such as FTAA or joining the TEC. In 2006, all the Andean countries (Colombia, Ecuador, Peru, and Venezuela) had already become associate members of MERCOSUR. The bloc then became a reference for the debate on integration in South America.

The initial phase of prosperity was interrupted by the effects of the international financial crises (Asia and Russia) over South America. They led to a devaluation of the exchange rate in Brazil, to the extremely serious situation that Argentina had to face and to enormous difficulties in other countries in the continent. In this turbulent context, commercial disagreements aggravated and the bloc as an entity became stagnant. The impasse was such that there was even talk that it should regress to being a free trade zone, which would reduce its ability for political coordination, thus redirecting the focus to a purely economic one.

However advances were also made. In 1998 The Protocol of Ushuaia was signed. This Protocol acknowledged democracy as a fundamental condition for participation in the bloc. Countries that were under a military coup could be excluded from MERCOSUR or subjected to economic sanctions. This democracy clause was implemented because of the political crises in Paraguay, where general Lino Oviedo threatened the institutions with the possibility of starting a coup. Pressure from other members of the bloc was also important in negotiating a solution with the Paraguayans.

Another achievement was the Permanent Review Court, established to settle commercial disputes. This is the first supranational institution of the bloc, whose decisions have to be accepted by the States Parties, similarly to what happens to the judicial institutions of the European Union. Traditionally, Brazil had opposed to this type of arrangement, and preferred to use its hegemonic position to impose its objectives through intergovernmental institutions.

The table below summarizes the institutional landmarks in MERCOSUR, highlighting their individual contributions to the bloc. The treaty and the protocols are available at the site of the MERCOSUR Administrative Secretariat 

Table 1 – Institutional Landmarks in MERCOSUR

Agreement
Date
Decisions

The Asuncion Treaty
1991
MERCOSUR is created, with its commercial rules and inter-governmental institutions.

The Protocol of Ouro Preto 
1994
Gives MERCOSUR an international legal personality, so that it can negotiate agreements as a bloc.

The Protocol of Ushuaia 
1998
Adoption of the clause on democracy

The Protocol of Olivos 
2002
Establishment of the Permanent Review Court, dedicated to settling commercial disputes, the first supranational institution of the bloc.

Source: The MERCOSUR Administrative Secretariat (www.mercosur.int)

The institutional structure of Mercosur went though several changes through the years but it maintained essential characteristics, such as a focus in the Executive Power of each member country, in what Uruguayan sociologist Gerardo Caetano calls "hyperpresidentialism". There is very little space for participation in the Legislative of each subnational unit (State government, provinces or counties) and even less to exert any kind of influence in civil society organizations.

The most important decisions in MERCOSUR are made by Presidents, Ministers for Foreign Affairs and the Ministers of the Economy. They are helped by representatives of other institutions of the administration of the central power.

Table 2 summarizes data on the main MERCOSUR institutions:

Table 2: The MERCOSUR Institutions

Institution
Duties
Members

The Council of the Common Market 
Political leadership of the bloc.
Ministers for Foreign Affairs and the Ministers of the Economy.

The Common Market Group 
As the executive institution of MERCOSUR it is in charge of taking the necessary measures to enforce the Decisions adopted by The Council of the Common Market
Representatives of the Ministries of Foreign Affairs, the Ministries of the Economy (or their equivalents) and the Central Banks.

The Mercosur Trade Commission 
Assists The Common Market Group on trade issues
Representatives of the States Parties

The MERCOSUR Administrative Secretariat 
Provides services to other MERCOSUR institutions – serves as the official archive for MERCOSUR documentation, publishes and circulates decision adopted within the framework of MERCOSUR, organizes the logistical aspects of meetings
Director chosen by The Common Market Group, and a support team

The Joint Parliamentary Commission 
Assists with the harmonization of legislation, ensures the entry into force of the Decisions emanating from the Council and The Common Market Group. It may also submit Recommendations to the Council of the Common Market through the Common Market Group
Members of parliament representing the States Parties

The Economic-Social Consultative Forum 
Representing the economic and social sectors 
Representatives from each State Party, especially civil society, unions, and business associations 

The County, Federative State, Province and Department Consultative Forum
Facilitate cooperation and dialogue between the subnational governments of MERCOSUR members.
Representatives of subnational governments 

Permanent Review Court
Settles trade disputes
Five arbitrators indicated by the States Parties

The MERCOSUR Parliament
The Parliament will be installed in December of 2006.
Parliament members appointed by The Joint Parliamentary Commission.

Sources: Protocol of Ouro Preto, Protocol of Olivos and site www.encontromercosul.com.br
Social Participation in MERCOSUR

Some changes have been made towards achieving a greater degree of democracy in the bloc, with the creation of a consultative forum for the subnational industries. The Casa del Ciudadano del Mercosur (The MERCOSUR Citizen House) was founded. It publishes educational booklets and documents on the rights and legislation for bloc members. A more important middle-term step is the establishment of The MERCOSUR Parliament, which will be installed in December of 2006. Until 2014 it will not have many powers and its members will be elected indirectly by the member countries parliaments. However, as social pressures make themselves felt, this institution can expand its role.

The government of Argentina created a consultative council of civil society within the scope of the Ministry for Foreign Relations. Active since 2003, the focus is social participation in the integration process for South America and it congregates representatives of more than one thousand organizations of the civil society, as well workers in the central and provincial governments.

The civil society organizations of the bloc members are questioning the relatively small participation they enjoy in the decision making process concerning regional integration, including the lack of transparency and limited access to information. Around 60% of the documents produced by the MERCOSUR institutions were given the status of reserved documents, including the project for the Citizen's booklet and a consulting report on social participation in the decision-making process.

The institutional space reserved to the civil society, The Economic-Social Consultative Forum, does not have any decision-making power and only issues recommendations. In spite of this, it offers important possibilities for action that have been used especially by unions and entrepreneurial associations during international economic negotiations.

The MERCOSUR Industrial Council (CIM) was founded in 1993 by Unión Industrial Argentina, the Confederação Nacional da Indústria, in Brazil, the Cámara de Industrias del Uruguay and the Unión Industrial de Paraguay. The CIM holds at least four meetings a year to debate themes of interest to the bloc and to issue recommendations to the governments involved.

The private sector participates in the FTAA negotiations through the Entrepreneurial Forums of the Americas that precede the ministerial meetings of this process. The Forums are the space in which businessmen discuss special-interest topics and search for common positions that can be used to pressure their governments.

The unions also gained a great deal of experience in terms of regional integration, mostly because of the actions of the Coordinadora de Centrales Sindicales del Cono Sur, that has a seat in The Economic-Social Consultative Forum and in the subgroup of labor relations, employment and social security (subordinated to The Common Market Group).

This way, unions participate in discussions involving many issues, such as policies aimed at generating more jobs, migrations, professional training, medical assistance, protection against work-related accidents etc. This mobilization was fundamental for the approval of the MERCOSUR Social-Labor Declaration. It was even more crucial for implementing it: “This may be the main challenge for the union movement in MERCOSUR at the institutional level (...) This task is carried out in a tripartite structure in each country and afterwards in the regional institution where the decision is made as to what type of measures will be adopted for the enforcement of labor rights.” 

Conflicts on bilateral relations

An important and not frequently approached theme is the marginalization of the so-called MERCOSUR “minor members”, Paraguay and Uruguay, both economically dependent on their larger neighbors, Argentina and Brazil.

The Paraguayan case made the headlines in 2005, when the country signed a military agreement with the USA, through which 400 soldiers from the United States will be placed on a base located close to Triple Frontier shared by Paraguay, Argentina and Brazil. The Paraguayan government agreed to exempt these troops from falling into the jurisdiction of the International Criminal Court, where they could judged for crimes they might commit.

According to analysts, the agreement was interpreted as part of a commercial trade off. The post-September 11 scenario changed the Triple Frontier into a strategic site for the USA. They started to concentrate police and military resources there, since there was a lingering suspicion that local organized crime outfits were financing terrorist groups. These actions include pressures for more stringent security policies in that area. Paraguay availed itself of the interest demonstrated by the United States to sign military cooperation agreements and pressure Brazil on trade issues, such as the price of the energy produced by the gigantic binational Itaipu power plant – Bolivia, with its new Hydrocarbon Law also served as an example.

Uruguay does not have anything similar, in terms of importance, for international security and has demonstrated that it is not pleased about it. It is showing its discontent through the announcement that it is considering signing a free trade agreement with the USA. Although some may have been taken by surprise, since the proposal has been issued by Tabaré Vasquez' leftist government, the Uruguayans resent the fact that they were excluded from important negotiations that have taken place within the MERCOSUR structure. An example was the signature, in 2006, of the Mecanismo de Adaptación Competitiva (MAC), in which Brazil made concessions to Argentina, such as the adoption of quotas and safeguards. Uruguayans and Paraguayans were not even heard during the discussions involving two of the largest economies in MERCOSUR.

In addition to trade controversies, Argentina and Brazil have also faced difficulties. The conservative economic policy adopted by Lula caused him to enter in conflict with Kirchner, especially during the complex renegotiation deals of the Argentine foreign debt. In spite of the fact that the process had culminated in a beneficial agreement for his country, Kirchner was disappointed with the fact that President Lula did not offer him any support, and preferred to negotiate with the IMF. Regional rivalries also came to the forefront when Brazil decided to support the candidacy of a permanent member in the UN Security Council, much to the dismay of the Argentines, who, for most the nineteenth and twentieth centuries fought against the Brazilian for the position of continent leaders.

However, Brazil also made some concessions to Argentina, as in the case of the MAC, adopted as a result of Kirchner's pressure. The agreement established the adoption of safeguards for sectors in both countries that may feel threatened by mass imports from the other partner. MAC still needs to be passed by a specialist commission, called on a case-by-case basis, whose term ends in 2009. The agreement was criticized because it contradicts WTO norms and stipulations in The Asuncion Treaty, the very one that created MERCOSUR. The liberals condemn the implementation of measures that are restricted to trade issues.

However, Brazilian and Argentine diplomats justify MAC on the basis of the notion that the strategic relation between both countries is too important to depend on the vagaries of the market and needs to be regulated by "administrated trade". The concern here has to do with the de-industrialization process in Argentina that started with the neoliberal economic policy practiced by the military dictatorship of 1976-1983 and became more even more pronounced with the measures adopted in the 90s.

Recently, the escalation in oil prices gave Venezuela a better foothold as a regional leader in South America. Some measures taken by the Chávez government, particularly those that counted on Kirchner's partnership, can be construed as an alternative to the Brazilian approach. By creating the Telesur channel, the two presidents launched the idea of cooperation on a television broadcasting venture. The channel is dedicated to broadcasting Latin American news items. Chávez bought around US$1 billion in Argentine foreign debt securities, and thus helped the country in a decisive moment when it had to face the pressure exerted by international creditors. Venezuela also started to invest heavily in South America, by building refineries and ordering ships from Brazilian shipyards and by signing agreement on electrical energy and for technical cooperation with Bolivia.

Amid so many problems in MERCOSUR, in 2006, the Brazilian government launched initiatives that would favor some of the partners in the bloc. The agreements would grant commercial advantages to Uruguay (enabling the country to participate in public bids to supply food destined to the Brazilian school system) and develop programs for social cooperation in the fields of health and education with Paraguay, an old aspiration of that country.

3-MERCOSUR-CAN Relations

ALCSA

Mercosur is not the only integration process that is going on in South America. The experience of the Andean Community of Nations (CAN) goes all the way back to the Andean Pact of 1969. Modifications were made – Chile left and Venezuela entered the pact – but it served as the institutional basis for the creation of the CAN, in 1996.

Thus, regional integration in South America was achieved by means of to main sub-regional processes. This articulation between both parties is of fundamental importance to form a bloc of continental scope. It was then up to Brazil to take the initiative, and the country was sometimes looked at with mistrust by its neighbors, who saw in the proposals an attempt to become a hegemonic power for the region.

In 1994, Brazil launched the idea of creating a South American Free Trade Area (ALCSA). The proposal was made the same year the USA defended the creation of the Free Trade Area of the Americas (FTAA). The Brazilian agenda of asserting its own zone of influence did not go unnoticed by international analysts. In order for us to have an idea of the economic importance of South America, and of the role Brazil plays within the region, the data below must be taken into consideration:

Table 3: Indicators for South American Countries

Country
Population:
Area
GNP (in US$ billion)
Human Development Index

Argentina
39,537,943 
2,766,890 km2 
182 
0.863

Bolivia
8,857,870 
1,098,580 km2
10
0.687

Brazil
186,112,794 
8,511,965 km2
605.6 
0.792

Chile
15,980,912 
756,950 km2
97
0.852

Colombia
42,954,279 
1,138,910 km2
100.9
0.785

Ecuador
13,363,593 
283,560 km2
31.4
0.759

Guyana
765,283 
214,970 km2
0.82
0.72

French Guiana **
195,506
91,000 km2
N/A
N/A

Paraguay
6,347,884 
406,750 km2
7.6
0.755

Peru
27,925,628 
1,285,220 km2
73.3
0.762

Surinam
438,144 
163,270 km2
1.39
0.755

Uruguay
3,415,920 
176,220 km2
17
0.84

Venezuela
25,375,281 
912,050 km2
118.3
0.772

Source: World Factbook 2006.

** NOTE: French Guiana is an overseas départament of France and is not an independent country. In general it is excluded from statistical series on South America.

That is, Brazil alone represents almost half of the GNP and half of the South American population, reflecting a profound regional imbalance. However, in terms of human development, Argentina, Chile and Uruguay detain the supremacy. These countries have a long history of social policies and until recently their societies could boast of almost nonexistent inequalities – the picture changed with the neoliberal reforms and the crises they went through in the 80/90s.

Infrastructure: IIRSA

Although ALCSA did not prosper, other projects were considered. In the 1st Meeting of the Presidents of South America, in 2000, the Initiative for Regional Infrastructure Integration in South America (IIRSA) was launched. It is a set of great works of infrastructure for the continent in sectors such as electricity and transportation. Fernando Henrique Cardoso, then President of Brazil, already had plans for such an initiative since 1997, after talks with Inter-American Development Bank directors:

... MERCOSUR is a platform from which we have already been working to build the free trade zone which will include the whole of the Americas. It is a process that is necessarily gradual, one that should pass through the conformation of an integrated space in South America, on the way to hemispheric integration, without the exclusion of any other region... I would like to call your attention to the extraordinary business opportunities that this integration is generating in terms of the necessary infrastructure to establish the physical interconnection of all the South American countries. A good example is the 3,500 km gas pipeline connecting Brazil and Bolivia. Construction is scheduled to begin in the near future, 
representing a four billion dollar investment.

IIRSA was slow to begin but gained momentum in 2003, particularly because of the interest demonstrated by the Lula (Brazil) and Chávez (Venezuela) governments in financing roads, power plants and gas pipelines. The mega projects are a symbol of this new phase. Among them we can mention the hydroelectric power plants in the Madeira river, in the frontier between Brazil and Bolivia, and the so-called “Gasoduto do Sul” or “Bolivarian Gas Pipeline” that would connect Puerto Ordaz (Venezuela) to Buenos Aires, at an estimated cost of US$25 billion.

These initiatives were met with enthusiasm by contractors and large companies in this business. They represent an unequalled opportunity for profit, especially for the agribusiness sector of the economy. A considerable part of the exports for that sector has to cross South America on their way to the Pacific Ocean, where it boards ships to the consumer markets in China and in India.

The civil society organizations and Latin American networks have a different view of integration and they have voiced their protest about the social and environmental impacts of IIRSA, such as the devastation of forests and of water resources, unfavorable population movements, a decline in biodiversity and the consequent increase in the level of pollution. They are also concerned with the absence of transparency and social control in works dealing with billion of dollars and which involve political and economical actors capable of considerable influence. Their manifestation are especially harsh against what is known as the “Gasoduto do Sul”. These entities, and among them we find Rede Brasil sobre Instituições Multilaterais (Ibase is one of the coordinators) have been voicing their discontent. The letter follows:

“Civil society organizations from different countries but especially from Brazil, Venezuela and Argentina, will deliver a letter to presidents Néstor Kirchner (Argentina) Luiz Inácio Lula da Silva (Brazil) and Hugo Chávez (Venezuela), calling their attention to a project called “Gasoduto do Sul”. The letter will be handed to the presidents that will come together for a meeting in the city of Assunción (Paraguay), on April 19, to discuss the construction of the gas pipeline.

The letter highlights the impacts on the Amazon resulting from the construction of the mega pipeline which would start at the mouth of the Orinoco river (Venezuela), go through the heart of the Amazon in Brazil and reaching Buenos Aires (Argentina). The goal is to transport 150 million of cubic meters of Venezuelan gas/day to Argentina and Brazil and possibly Uruguay. This 8,000-km pipeline will bring disastrous environmental consequences which will be compounded by the construction work. It will go through important ecological areas and will necessarily compromise the future of the country. The 20-billion dollar project will cross 522.5 km of untouched Amazon region, whose biodiversity has not been studied yet and where 22 indigenous populations live.

The project “Gasoduto do Sul” does not take into consideration the severe impact it will cause in the Amazon, which is considered the largest fresh water reservoir in the world, with unequalled biodiversity and the natural habitat to many indigenous and traditional peoples. This inappropriately called integration would not result in unity and would not contribute to the welfare of the peoples of the south, since it is based on the exploitation of the resources .........

The project can also seriously interfere with the regime of the rivers crossed by the pipeline. Among the adverse impacts we have dams that will have to be built, the consequent water pollution and erosion. This project will only add to the social and ecological debt of the region.

The mere presentation of this mammoth project – which is being pushed without consultations with the civil society, parliament members or relevant ministries, such as the Ministry for the Environment – that, in addition to the environmental and social impacts it will cause lacks economic, financial and strategic coherence, violates Agreements on Social and Cultural Economic Rights (DESC) as well as other international treaties. It was devised by official means and lacks the necessary previous feasibility studies on environmental, social, cultural and economic impact.

The current hydrocarbon law is destroying our social and environmental diversity and any view of development that continues to contemplate this model is plainly irresponsible. Thus, development must be fostered on the basis of ecologically-based renewable sources of energy, sources that can provide fuel that is safe, durable and environmentally, ecologically, economically and politically responsible...”

The governments of the USA, India and China, as well as transnational companies and organs such as the IDB are among the interest which would benefit from IIRSA. South American governments have been under considerable pressure from Washington to adopt the Public-Private Partnership format to proceed with these mega projects. Through such an instrument, private companies execute the project or render services to the government, which, in turn, guarantees a minimum return on their investments. PPPs have been criticized as a means that the State has to assume possible losses that the companies may incur, when they would keep the profits for themselves.

More than the disagreements around a specific project, what is at play in this conflict among governments and organizations of the civil society is the dispute for a development model that should have regional integration as a guiding principle.

In November of 2004, the 3rd Meeting of the Presidents of South America was held in Cuzco, in Peru and on that occasion the Brazil presented a proposal for creating a South American Community of Nations (CASA), a forum congregating MERCOSUR, CAN, Guyana and Surinam. The project is still taking its first steps and was received with some skepticism and distrust on the part of some countries, like Argentina. It is concerned with the possibility that CASA will become an instrument that will help consolidate Brazil's hegemonic status over the continent.

The member countries of MERCOSUR and CAN also participate, jointly, in other regional organizations, as the Organization of American States (with headquarters in Washington and that brings together all the countries in the Americas, except for Cuba), the Rio Group (forum for Latin American countries) and the Amazon Cooperation Treaty Organization (OTCA). This last one is recent and not very well known, but offers interesting possibilities for the civil society organizations.

The Treaty for Amazonian Cooperation was signed in 1978, and congregated Bolivia, Brazil, Colombia, Ecuador, Guyana, Peru, Surinam and Venezuela. The objective was to develop joint actions aimed at managing the Amazon basin. This agreement was based on similar existing provisions for other international rivers, such as the Danube river basin. It innovated when dealing with the issue of cooperation among developing countries as it presents an outlook which is different from the run of the mill economic view. Themes approached in the context of this treaty are the environment and public health, as they are seen as issues that demand transnational initiatives. 

Both subjects had gained considerable importance recently and the pressure from social and environmentalists groups has made itself felt. Headquartered in Brasília, OTCA was created in 2002 with the purpose of improving on how the treaty objectives are going to be implemented. The organization has signed several agreements with UN agencies and international institutions. It is quickly becoming an interesting partner for civil society organizations acting in the Amazon region.

Therefore, it is possible to highlight eight fundamental dimensions of the IIRSA:

First dimension: Internally, in South America, the economic integration projects proposed within the scope of the IIRSA do not change the dynamics of regional trade and only reinforce the asymmetric nature that could even be called skewed, favoring the largest regional economy, Brazil. The IIRSA logics also causes the separation of the Brazilian northeast from the rest of the country by not taking into consideration, as part of an axis, the nine northeastern States, where a third of the Brazilian population lives;

Second dimension: Reinforces the role of South America as a platform for exporting goods with very little added-value at the local level;

Third dimension: In this dynamics, IIRSA does not contemplate or consider a significant part of the Brazilian northeastern region, home to around 60 million people;

Fourth dimension: If, on one hand, Venezuela, in the first place, and Brazil, secondly, reject FTAA (Free Trade Area of the Americas), with IIRSA, which would facilitate the transportation of merchandise in a free trade area, these two governments have demonstrated that they remain interested in joining FTAA at some point, if they see, in the proposal, means to materialize their individual projects.

Fifth dimension: To reinforce the free exchange nature of the IIRSA, it is worthwhile returning to the second objective of this Initiative, which is that of normative convergence, beyond the construction of the infrastructure: “Making investments in regional infrastructure feasible require political will on the part of the government to promote and facilitate the dialogue among regulatory authorities. The countries involved also need to plan for it, to achieve compatibility between the rules regulating and guiding regional actions of the private initiative”, according to the text “Ferramenta de trabalho para o desenho de uma visão estratégica da integração física sul-americana” (Working tool for designing a strategic view of the physical integration of South America), which guides the discussions among the governments (financing agents, as a last instance) and private capital, the operator suggested for IIRSA;

Sixth dimension: As the minutes of the foundation of The South-American Community of Nations (CSN), in its seventh and last guiding principle, the IIRSA projects should be developed exclusively through public-private partnerships in which each party would play the role that the market expects of them: the State would finance the works and the private capital would gain the profits resulting from this system of building and operating such as infrastructure.

Seventh dimension: Through its financial entities the State will make IIRSA possible. These are: IDB, technical and financial coordinator, the Andean Development Corporation (CAF), BNDES, Brazil, and the FONPLATA, the Financial Fund for the Development of the Plata Basin, which would finance projects in the South Cone of South America, including certain regions in Argentina, Brazil and Uruguay that constitute the basin of the Plata river;

Eighth dimension: In addition to these strategic plans, IIRSA and its projects seem to try to benefit from an excess of liquid assets currently available in the international markets for financing large-scale infrastructure projects. There is evidence of a significant withdrawal of capitals which had previously been invested in the financial market. They are being diverted to providing economic support to these projects and that fact is behind the dispute among IDB, BNDES, CAF, FONPLATA, the World Bank and the European Investment Bank. They are all vying for the privilege to finance these projects which would guarantee high yields for the financing agents.

Trade: international agreements and the profile of exchanges

Commercially speaking, the relationship between Mercosur and CAN was also strengthened. The Andean countries have become associate members of MERCOSUR and in 2003 a free trade agreement between both blocs was signed. This agreement should be implemented in 18 years, until the fall of all barriers and tariffs. 

Simultaneously to the Mercosur-CAN agreement, Chile and Colombia signed similar treaties with the USA, and Ecuador and Peru are in the process of negotiating. That is, South American integration is seen as a secondary piece in a broader liberal commercialization process, in which the main partner of the Andean countries are the United States, the destination of more than 50% of their exports.

Trade between South American countries represent around US$64 billion a year and correspond to 23.2% of the amount exported by these nations. The main exporting countries are Brazil (34.9% of the total), Argentina (12.5%), Venezuela (12.4%) and Chile (11.6%).

This exchange comprises mostly industrialized goods, which represent 80% of the total. The main products are machinery, transportation equipment, chemical products, clothing, automobiles and auto parts.

The profile contrasts with South American sales outside the continent, where it is possible to observe another pattern, one based "on the concentration of exports of primary products and manufactured goods based on natural resources. They represent 2/3 of total exports, as is the case with Argentina, Chile and Colombia."

However, this is not due to the national strategies used by Brazil and Argentina, but to the plans of action put into practice by transnational companies that use both countries as export platforms to the rest of the continent and to the USA. This explains the interest these companies (and governments) have shown for IIRSA construction projects, since they will improve the transportation of their production.

Alfredo da Mota Menezes and Pio Penna Filho
, in a recent publication divulged data from a document called “main indicators of integration and development of The Andean Community”  showing what happened, in figures, in that integrated region, between 1970 and 2001:

“The document of The Andean Community states that the population in that area doubled between 1970 and 2001; that the GNP experienced a ten-fold increase; that trading outside the integrated zone grew nine fold; that exports within the integrated area increased 50 fold during that period; that foreign investments grew 25 fold; that domestic tourism saw a five-fold increase; that child mortality rates fell to less than half of previous figures and life expectancy went from 60 to 69 years during that time. In direct numbers, the publication is more explicit. Regional GNP, in 1970, was 28.571 billion, and in 2001 it reached the 283 billion mark, that is, practically a 10-fold increase. The regional per capita income, for the same years was of 515 dollars and it went up to 2.200 dollars. There was a nine-fold increase in exports to countries outside the integrated area and they went from 5,380 billion to 50,173 billion in 1970, and to 44,778 billion in 2001. The total foreign debt of the area, which was just above eight billion dollars jumped to 116 billion, that is to say, 14 times higher. Public debt, which represented 3.7 billion previously, in 2001, reached 78 billion, and that is 21 times higher. Private foreign debt, previously 4.3 billion dollars, went up to 37.9 billion 21 years later, a figure which is nine times higher than the first one. Tourism also grew and the country which received 133 thousand tourists saw that figure balloon to 623 thousand people, representing a five-fold increase. Foreign investments in the area surpassed 3.4 billion, and that sector experienced an unprecedented 74-fold increase, thereby yielding a figure of 84.5 billion. Domestic investments also grew and went from 15 million to 1.1 billion dollars.

The quality leap, however, was seen in the export figures to countries within the Andean Community: from 111 million to 5,631 billion dollars, a whooping 94-fold increase. It is, indeed, an important market for regional trade. In 2001, for example, Bolivia allocated 27% of its exports to the Community, while in the previous year that figure had been 21%. Colombia sold 22%, in 2000, more than the 17% of the year before. Ecuador allocated 18% of all its exports to the CAN, while previous years figures were only 14%. Peru increased exports from 7% to 8%, between 2000 and 2001. Venezuela maintained a 5% threshold in these two years. These data show that domestic sales increased substantially since the CAN was reactivated, especially after the countries came to an understanding about customs tariffs”

It is thus, possible to observe that relevant gains can be made within an integration process that escapes a merely economic and commercial dynamic. That is achieved in spite of structural conditioning factors that serve as macroeconomic markers for that region, as we will analyze later on.

4-Mercosur beyond South America

FTAA and the European Union

MERCOSUR has negotiated several extra-hemispheric commercial agreements, with the Southern African Customs Union (SACU), Canada, India, Egypt, Morocco, Israel, the Gulf Cooperation Council and started a (difficult) search for an understanding with the European Union. The bloc also negotiates with FTAA as a unit.

Recently, Mexico approached MERCOSUR, mostly because of the economic losses that they suffered as a result of the competition with Chinese products. The idea was that with NAFTA Mexico would experience a wave of prosperity as an export platform for the USA and Canada, a concept based on cheap labor that did not come true. The Chinese offer the transnational companies much lower costs and more advantages and now the Mexicans are looking for options and reinforcing their ties with MERCOSUR and also signing free trade agreements with Chile, Venezuela and Colombia. It is speculated that the country may request admittance as an associate member of the bloc.

MERCOSUR trade with other developing countries has grown quickly, particularly with China, but economic relations with the USA and the European Union are at a standstill. Rich nations are pressuring MERCOSUR for concession in areas such as services, governmental purchases, intellectual property. That would cause economic losses and would limit the ability of the State to promote public development and health policies – restricting for example the production of generic medicine. MERCOSUR, on the other hand, wants the wealthy nations to decrease their subsidies for agriculture. The parties that are mainly interested in this aspect are Argentina and Brazil, known to be large exporters in the sector:

... it can be said that, in the world, Argentina is the country that has been harmed the most, by the policies formulated to favor growers in the United States and Europe... It was estimated that 
total liberalization of the food and agriculture trade, in Europe alone, would almost double Argentine exports of grains and oilseeds to the Old Continent, and would generate a five-fold increase in meat exports.

The FTAA process is exemplary, in this sense. The original proposal was presented at the Miami Summit, in 1994 and, in addition to trade liberalization it included social issues and questions connected to cooperation efforts directed towards education, health and financing for infrastructure. Negotiations did not progress and were limited to opening new markets.

Moreover, the USA Congress granted very limited authority to the presidency to conduct negotiations and excluded 500 agricultural products and other topics that were dear to MERCOSUR, such as the antidumping rules. The bloc diplomats called attention to the risk of FTAA trying to reverse the gains achieved within the World Trade Organization, as, for example, the victories against subsidies for cotton and sugar.

Negotiations aiming at an agreement between MERCOSUR and the European Union began in 1995. The agenda includes science and technology, the environment and fighting organized crime, but its pillar is reciprocal commercial liberalization. However, most of MERCOSUR exports to Europe consists of agricultural products and the European resistance to decreasing protectionist barriers in this sector is significant, especially in France. Also of importance are the conflicts related to the EU fear that concessions made in the agreement with MERCOSUR will result in the weakening of its position as negotiators in the WTO.

Most of the controversies have to do with the European proposal of increasing the import quotas for agricultural products coming from MERCOSUR, in exchange for a South American promise of adhering to rules regulating investments, patents, services and intellectual property that are more stringent than those found in WTO agreements. The organizations of civil society criticize the European proposals and point out the bad results of the agreement signed by the EU with Mexico and Chile. The agreement did not bring these countries any benefits.

The G-20 within the WTO

Mercosur also has an important role to play in the WTO's G-20, a group that brings together important developing countries to negotiate in a joint setting, especially with regards to agricultural issues. All the full members of the bloc participate in the group, as well as Chile and Bolivia, which are associate members. Their activities reinforce the initial proposal for the creation of MERCOSUR, as a means of making the international positioning of South American countries more efficient.

Brazil seeks to establish closer ties with other key G-20 members, especially India and South Africa. These three countries created a Dialog Forum in 2003. The IBSA Forum has been hailed as an innovative experience of tricontinental dialog between countries of the south:

The initial IBSA proposal was to create a tenuous alliance that could present a voice of cohesion in the bargaining sessions scheduled for the Doha Development Round [of the WTO] that would exert pressure over the wealthy nations in order to reach common positions in the deliberations of the UN Security Council. The IBSA later expanded its presence in an annual dialog involving the Ministers for Foreign Relations of India, Brazil and South Africa to discuss themes connected to development and to the possibility of joint approaches while dealing with the eight Millennium Development Goals (MDGs) that the IBSA countries actively support.

The role of the G-20 in the WTO has been the target of controversies within the scope of the organizations of civil society. Initially it was praised as an initiative that would favor the interests of the developing countries in the power game of international trade. Tensions began when the G-20 asserted itself as a space for the defense of positions of large agricultural exporters who want an easier access to the consumer markets in wealthy countries.

In the WTO ministerial conference in Hong Kong, in December 2005, the G-20 sided with the USA and was able to obtain a small reduction in subsidies from the European Union for agricultural exports. However, this movement was seen as harmful for the developing world, which had to make significant concession in tariffs and industrial protection. For Walden Bello, Brazil and India were co-opted to become part of a “new elite” within the WTO:

The reason for the collapse of the developing countries was not so much lack of leadership, but leadership that steered them towards the wrong path. The key to the Hong Kong catastrophe was the role played by both Brazil and India, leaders of the famous G-20... the main gain was not the impact of the agreement on their economies, but the affirmation of their new status as “power brokers” within the WTO... New players need to be accommodated in the elite. The circle of power had to be expanded in order to raise the organization once more to its feet and to get it moving.

China and the Arab League

Economically speaking, the strongest partner for MERCOSUR in the developed world is China. The country entered the energy market vigorously and presented itself as one of the main buyers of agricultural and mineral commodities, such as soy (Brazil), wheat (Argentina) and copper (Chile). The Chinese also offer considerable investment possibilities:

In a visit to Argentina, Brazil and Chile in November 2004, the president of China Hu Jintao announced his plans to invest US$100 billion in Latin America during the next decade. As a first measure, he signed a US$10 billion energy contract with Brazil, for investments in infrastructure for electricity and transportation for the next two years (the Chinese Sinopec has already signed a US$1.3 billion agreement with Petrobrás to build a  2,000 km pipeline). Chinese oil companies have also invested in fields in Colombia, Ecuador and Peru, and have already spent US$5 billion in projects in the coast of Argentina.

In addition to buying energy-related assets, the Chinese also invest in transportation networks so they can take their purchases home. Chinese companies are, for example, rebuilding Argentine railways and repairing roads in Venezuela.

China has also shown an interest in building and financing several projects to improve the existing infrastructure of the Panama Canal. A Hong Kong based company already operates on both sides of the isthmus, a fact that is a cause of concern among some Washington republicans – and recently, Hillary Clinton – about the effective influence of China over the waterway.

Another important initiative is the Summit South America–Arab Countries, held in Brasília in 2005. These ties go beyond trade issues and include cooperative efforts for the development and defense of multilateral initiatives and of UN resolutions.

Economically speaking, the Arab countries are important buyers of products generated by the South American agribusiness. Sadia, a Brazilian company and the largest exporter of chicken in the world, sells almost half of its production to the Arab League nations. South America has also received millions of immigrants from Syria and Lebanon, during the first half of the 20th century. These people and their descendants occupied important positions in Argentina, Brazil and in Venezuela, and were particularly involved in implementing modern practices in trade, medicine and politics – approximately 10% of the members of the Brazilian Congress are of Syrian-Lebanese ancestry. They can also be found in State governments and occupying ministerial posts.

South American companies that render services in the area of civil construction for example are very active in the Arab world. Venezuela and Brazil have developed important partnerships agreements in the oil sector and the Venezuelans are members of the Organization of the Petroleum Exporting Countries (OPEP), since oil is a fundamental resource of their economy.

Although the South America-Arab League cooperation is a positive one, some aspects of this process deserve closer inspection. The position of many Arab countries regarding democracy, human rights, reproductive rights and the situation of women is a problematic one and has given rise to disagreements with the more progressive south demands in forums such as the UN Social Conferences.

The Declaration of Brasília, the final document issued by the summit, makes controversial statements regarding international crisis, including the genocide in Sudan, where Arab militia – with government funding – are responsible for the massacre of the black population of the south. However, their position is to support Sudanese authorities:

2.12. [South American and Arab countries] confirm the integrity of the Sudanese territory and the unity of their people. They also exhort the interested parties to support the efforts in favor of a more encompassing peace, reconstruction and the development of that country; they accept with satisfaction the measures adopted by the Government of Sudan to facilitate international aid to help minimize the humanitarian crisis in Darfour and express their interest in the efforts of the Arab League and of the African Union towards this end.

This is an exemplary case demonstrating that in the large-scale cooperation understandings among developing countries the predominant focus is economic and commercial. Fundamental questions such as the protection of human rights are seen as uncomfortable, or when mentioned, they are approached with rhetorical statements, whose practical effects are null. Civil society will have to follow these debates intensely and exert considerable political pressure to change this outlook.

This is a very special moment for the South American actions towards strengthening economic and political ties with other developing regions. After September 11, the USA priorities centered in the Middle East and Asia, thus giving South American countries a little more room for maneuvering. For example, the Chávez government invested around US$2 billion in the continent in 2005, more than what the Bush Administration allotted to their allies in the region.
 Some analysts are warning the United States government that they must pay more attention to South America.
 

Such an agenda made it possible for Brazil to place itself as an important agent between the United States and South American countries, mediating crisis such as the one in Venezuela, and serving as a factor of stability, especially because of its conservative economic policy. This is the context that explains the surprising Bush/Lula friendship.

However, this scenario does not mean that the interests of the United States government do not include South America. An intense agenda involving trade, immigration, drug traffic and the control of natural resources (oil, gas, biodiversity) is very much in the making, as illustrated by the location of the USA military bases in the continent:

5-Natural Resources

Soy

Natural resources play a fundamental role in the ongoing regional integration processes in South America. Land, water, oil and natural gas are at the base of trade exchanges in most of the countries in the continent, as well as in their energy matrix. These are the features used to attract foreign investments. Excessive use of natural resources is at the center of the dispute around a new development model for South America.

Such concerns come from the fact that the continent has some of the most important natural reserves in the world, reserves that are extremely rich in terms of biodiversity and fresh water, such as the Amazon region and the Guarani Aquifer. At the same time, expansion of the agribusiness, especially soy, places environmental preservation at risk and relaunches the old debate over the costs of economic growth.

The world demand for food, boosted by the accelerated growth in China and India, led to the boom of agribusiness in South America. The main export product is soy, used in oil, animal feed and food.

South America has two of the world's largest soy producers, which are Brazil and Argentina. However this crop is rapidly expanding to Bolivia, Paraguay and Colombia, and replacing traditional but less profitable crops, such as cotton and coffee.

Brazilian emigrants have become successful soy producers in the border region between these countries. Prime examples are found in the departments of Oriente, in Bolivia, and Alto Paraná and Canideyú, in Paraguay. The Brazilians have enjoyed commercial success and implemented innovations insofar as agricultural techniques are concerned. They, however, were involved in conflicts with Paraguayan landless workers and have become the main target for illegal land occupation. Since these Brazilian emigrants represent 10% of the population of the country and own 40% of the land in the aforementioned departments, it is easy to see that these are serious disputes.
 

There are indications that similar conflicts may take place in Bolivia, where the rural movements have been pressuring the Morales government to call for an agrarian reform and distribute the land currently owned by Brazilian farmers.

However, the actions of the small and medium soy growers are not the prevailing one. The question has to do with an agroindustrial complex controlled by a small number of transnational companies: “Four multinational companies decide the price of 84 percent of the soy harvested in Brazil and growers have come to depend on them from the time they buy the seed to the moment the crop is harvested.“

In addition to the social impact and the impact on labor relations, the fact that most of this production is made up of transgenic soy is also reason for concern. Not only because of the unknown consequences of the genetic modifications introduced, but also because of the fact that they create a situation of dependence. Growers that are currently using transgenic seeds become dependent on the companies that use them (especially Monsanto, that controls 90% of the market) to have access to the seeds they need to plant.

The topic of environmental damage has been exhaustively debated, since soy monoculture is expanding to regions known for their significant biodiversity, such as the Amazon, Xingu and Pantanal. The growth of the planted area usually causes the population to move, leaving behind a scenario of “dead cities”, to repeat the expression used by the Brazilian writer Monteiro Lobato 100 years ago to describe a similar phenomenon caused by the coffee monoculture. The work of the Fórum de Articulação da Soja (Forum on Soybean Development)
, congregating social and environmental NGOs, has been an important venue to bring these problems to the limelight.

The chain of production for soy frequently connect South American growers to transnational companies in the food business, raising questions on the social responsibility of these companies. For example, “a great deal of the soy-based animal feed arriving in the United Kingdom, from Brazil, is the product of a 'crime against the forests' and McDonald's and the British supermarkets have turned a blind eye to the destruction that has been going on in the forests.”

The governments of the continent have lent their support to initiatives of entrepreneurial groups involved in agribusiness, who, as a rule, are well represented in the parliament of their countries and also offer the possibility of short-term economic gains to help stabilize the balance of payments, with consequences for the development model adopted:

... The strategy sought for the adjustment of the foreign sector, whose objective is to rapidly raise the trade balances in the short term, has imposed a general 'design' for development that, even if implicitly, is the consequence of this pragmatic option: an enormous pressure over the natural resources in the soil and subsoil of the country, where there is the possibility of a rapid expansion of participation in international trade on the short term, with the simultaneous generation of a significant positive result for the trade balance.

The pattern persists in other types of crops, especially with regards to eucalyptus. The large cellulose industries are responsible for the dissemination of a “green desert”, by planting eucalyptus and pine trees over extensive areas to serve as the bases for their production. Although this initiative is presented as ecologically sustainable, it destroys biodiversity. Such practices lead to conflicts with small growers and with indigenous peoples.

To mention just an example, we have the shocks that took place between Aracruz Celulose, one of the largest companies in this sector, and the “Movimento dos Sem Terra” in Brazil. The landless movement has occupied land from that company and called the attention of the world over the social and environmental problem represented by this green desert. Ironically, the National Bank for Social and Economic Development (BNDES), the most important development institution in the Brazilian, government holds Aracruz shares and also finances the expansion of the cellulose business in Brazil. These facts raise issues that contribute to the debate over the development model promoted by the State.

Oil and Gas

Throughout the 90s, questions relating to oil and natural gas became central to the issue of South American integration, in view of the discovery of large gas reserves in Bolivia and the increase in the price of the oil that gave Venezuela the economic basis for its social policies and its projects for international cooperation. Access to these riches also resulted in large infrastructure projects and in political disputes leading to coups d'état and the fall of presidents.

Bolivia is one of the poorest countries in South America whose history is marked by the spoliation of natural resources (silver and tin) by foreign powers or large companies. The quality of life of the population, however, did not improve as a result of these practices. Political instability is also a constant issue in the country: there have been more than 200 coups in its 180 years of life as an independent country. Moreover, the Bolivian society is known for its exacerbated racism and exclusion practices towards the indigenous peoples, who are the majority.

During the 90s, Petrobrás found huge natural gas reserves in the country. They were 10 times larger than the known total until that date. The news spurred expectations that gas would become the key to development for that country, by generating jobs and resources for the government. But as is common in the history of Bolivia, these resources were controlled by a handful of transnational companies: Petrobrás, Repsol, BP and Enron. The State-owned company YPFB was privatized and its refineries and pipelines sold to foreign companies.

The gas industry brought some benefits to Bolivia, especially in the sense that it increased revenue for the State – Petrobrás, the largest taxpayer in the country, is responsible for 18% of the GNP. However, this prosperity has not translated itself in terms of benefit for the poor population. The struggle for gas has become the heart of a series of disputes in Bolivia and has raised many questions on the objectives of the integration process. Who is being favored? What is at play?

In addition to internal rivalries, gas was the fuse of disputes between Bolivia and Chile, because of the decision of former Bolivian president Sanchez de Lozada to exports gas to the USA, through Chilean ports. In the War of the Pacific (1879-1884), Chile defeated Peru and Bolivia for the control of saltpeter and guano, found in large quantities in the Atacama desert, on the border zone between these three nations. The Chilean took possession of territory belonging to the two enemies and as a consequence left Bolivia landlocked, a fact that hinders the Bolivian economy significantly. This maritime access continues to be a controversial issue and usually stands in the way of the Chile-Bolivia relations. The Sanchez de Lozada decision caused such an uproar that he was forced to renounce.

Evo Morales was elected president of Bolivia in 2005, after three years riddled with instability and conflicts. The first person of indigenous ancestry to be elected president is a former union leader and a small farmer, and also the president of a coca planters center. He was one of the main champions of the new Hydrocarbon Law that caused a 50% increase on gas taxes and royalties. All the foreign companies in the sector, except for Petrobras, started legal proceedings against the Bolivian government, while at the same time negotiating new contracts. One of his measures, taken on last May 1st, exacerbated disputes in the hydrocarbon sector: Decree No. 28,701 that nationalizes the sector in the country. It is a vague document in a way, because it has only nine articles and does not clarify the type of nationalization the government intends to effect and whether the companies will be indemnified or not. The truth is that the impacts of such a measure – over Bolivia or other Latin American countries – still can not be fully evaluated. However, they highlight the importance of applying strategic thought to the natural resources in the region and associate them to a project contemplating development and integration.

Morales's victory opened up new perspectives that it will be possible to arrive at an agreement over the gas with the newly-elected president of Chile, Michelle Bachelet, in view of her country's demand for this natural resource. Around three fourths of the gas consumed by the Chileans comes from Argentina, but that supply is not reliable since Argentina has ceased to supply gas when the country was going through a crisis. The logical partner to help decrease this state of dependency is Bolivia, but political problems have prevented an understanding between these two governments.

Oil is in the center of political struggle in Venezuela. The economy of the country is extremely dependent on oil exports and the social conflicts in Venezuela tend to follow the oscillating prices in the international market. During the 80s, a period of low oil prices led to the worsening of the social situation and a large-scale revolt against the government, the Caracazo (1989). The bloody repression against the population living in the poor barrios of the capital, Caracas, served to discredit the two hegemonic political parties that had been alternating seats in power since 1958, and which had already been associated to corruption and inefficacy in public administration. In this scenario of institutional crisis, Army Lieutenant Colonel Hugo Chávez attempted his coup d'état. He was defeated, but was able to establish himself as the principal opposition leader to the traditional political system. In 1998, he was elected president.

In the wake of the September 11 attempts, of the Iraq invasion and of so many other international crises, oil prices went through the roof, thus giving the Chávez government the needed resources to implement broad social programs, known as "missions", in the areas of health, solidary economy and popular housing. These petrodollars also financed Chávez' integration policies for South America, known as the Bolivarian Alternative for the Americas (ALBA).

Chávez' Venezuela became an active regional leader in South America, partly to prevent international isolation of his regime. He signed cooperation agreements with Cuba, whereby he exchanged oil for medical and educational services. He created a news channel dedicated to Latin America, Telesur, in partnership with Argentina, a country he helped by buying foreign debt securities. He also offered technical support to Bolivia, in the areas of prospecting and exploration of oil and gas. Large works of infrastructure were also started, along with roads, refineries and the gigantic project for the Gas pipeline of the South.

However, oil gave Chávez the possibility of interfering in the domestic policy of neighboring countries, giving momentum to opposition groups in Colombia and Peru. Accusations that he would be financing the Colombian FARC members and Peruvian military nationalists led to increased tension between his and these two governments. By criticizing the Mexican president, whom he considers submissive to the USA, he created an atmosphere of animosity. Reciprocal attacks between Chávez and Bush are frequent and well known, although the United States continues to be Venezuela's most important economic partner and Venezuela is one of the main oil suppliers for the USA.

Water

Water is a vital natural resource, not the least because it is important to life and scarce. Analysts believe that it will become the source of several political and economic disputes in the 21st century. South America is rich in water reserves, in the Amazon Basin and in the Guarani Aquifer. Still, access to water already serves as the underlying cause of significant conflicts, especially with respect to the privatization of supply services.

The Bolivian case is emblematic. Beginning in the 80s, the country adopted a harsh program aimed at effecting a structural adjustment, in order to hold hyperinflation back. The prescription called for large-scale privatization. In 1999, in the city of Cochabamba, the public water supply service was bought by a multinational consortium called Água de Tunari, bringing together companies from Bolivia, Italy, Spain and the USA. The new owners pressured the government into passing Draconian laws regulating the use of water resources, levying higher tariffs and prohibiting the population from gathering river or rain water. In the poorest country of the continent, one in which the majority of the people live with less than U$1 a day, the new legislation meant, in practice, that the poorest would not have any access to water.

The Bolivian social movements formed the Coordinadora de Defensa del Agua y la Vida (Coalition for the Defense of Water and Life), that brought together different sectors such as homeowners associations, unions, campesinos, pensioners and students. Protesters blocked streets and roads, staged a symbolic occupation of Cochabamba and confronted the police and the armed forces. In the year 2000, after months of conflicts, the government of Bolivia cancelled the contract with the consortium and granted the Coordinadora the administration of the water supply service. The so-called "Guerra por el Agua" (War for Water) was not a localized social conflict:

The 'Coordinadora's' claim over water, reverberated and mobilized the rural and urban population, since this is a resource that affects everybody's lives. When water is claimed as a public asset, and insofar as the demand revolves around its management according to long-established 'uses and mores', one starts to question the neoliberal program that advocates the systematic destruction of collective and community spaces. The demand for water is a request of associative/community subjectivity, of solidarity and mutual support.

Protests in the poorest country in South America impacted Uruguay, one of the fastest developing nations in the continent. There, civil society was strong enough to discuss the privatization of water in a national referendum, which was called along with the presidential elections, in 2004. The same voting that led leftist Frente Ampla to victory decided that water supply should continue to be a public service.

In Argentina, the Kirchner government decided to accept the French utilities group Suez' withdrawal from the concession of water services. They operated under the name Aguas Argentinas. The contract was rescinded by the Argentines for a series of reasons that include the bad quality of the water (nitrate content 50% higher than the acceptable level) and the high price and unstable supply service offered by Suez. According to Kirchner: 

We are also not willing to accept any price, any tariff, as if water were an unreachable asset. There are companies, there is space in the economy that can become profitable, and there are others that need to reach the people, as an act of justice and dignity.

The “water battle” involves the government of France that is submerged in other disputes regarding privatization, in the electricity sector in Argentina. The French Suez group has threatened to sue the government of Argentina via a World Bank court.

Another very important deposit is the Guarani Aquifer, one of the largest underground fresh water reserves in the world, extending under the Argentine, Brazilian, Paraguayan and Uruguayan territory. Its potential is immense and the aquifer can supply cities, farms and industries. The water is of excellent quality – people can drink it directly from the tap, since no filtering is required. It is also warm and can be used to reduce electricity consumption (as in water heaters, for example), to help protect against frost and to irrigate regions threatened by desertification, a phenomenon seen in certain parts of the south and center-west of Brazil.

There have been concerns from the social and environmental groups regarding the possibility that the aquifer may be contaminated or that it can be indiscriminately used by large companies. These fears are reinforced by the frightful historical record of transnational companies insofar as water is concerned, as can been seen in the case above.

6-Human Security and Peace

Coca

South America as a continent suffers very little from international violence. In the last 20 years there was only a brief and limited one-month war between Peru and Ecuador, in 1995, quickly ended by mediation. However, aggression is a common occurrence along international borders.

Political violence was a hallmark of the 60s and 70s, a time when military dictatorships proliferated. Today, the problem persists in the form of intimidation tactics directed towards political enemies, the actions of guerilla and paramilitary groups and other armed attacks. A pioneering survey carried out by Argentine and Brazilian researchers calculated that in 2005, around 1,600 people became political victims and were either dead or wounded, or had been kidnapped.

These victims can be found in Colombia (55%), Ecuador (27%), Bolivia (7.6%) and Argentina (4.3%). In the first country, the reason is the decade-long conflict that has caused much devastation and suffering. In Ecuador and in Bolivia, the conflict is related to the shocks brought about by the crises that ended in the deposition of presidents Lucio Gutierrez and Carlos Mesa. In Argentina, the victims were the result of government repression to social protests. In countries such as Uruguay and Chile, the survey did not find instances of political violence.

The high crime rates in the largest cities in the region and the Colombian conflict, of international consequences, are responsible for the killing, the wounding or the aggressions perpetrated on hundreds of millions of people every year. Criminal gangs with ties with drug traffic and smuggling operations frequently take control of the poor districts and the outskirts of major cities, and even the remote zones in the hinterland. In countries such as Brazil, Colombia and Peru, their actions represent a concrete and definite threat to the État de Droit, as they attack public authorities (the police, judges and public prosecutors) or infiltrate the structures of political power.

Coca is a traditional crop in the Andean region of South America, particularly in Bolivia, Peru, Ecuador and Colombia. This plant has been used for thousands of years as food, for medicinal purposes and in the religious ceremonies of the indigenous peoples living in that region. However, a powerful drug industry, the growing international demand for coca in the USA and in Europe, beginning in the 70s, transformed the Andean region in the epicenter of armed conflicts of a devastating scale, affecting democracy, the environment, and the social traditions of millions of people.

Starting with the so-called "war against drugs" in the United States, which began during the Nixon administration, Washington changed its strategy regarding Andean America. Drug use was no longer considered the main threat and the focus soon turned to fighting drug traffic. Governments were pressured to involve their local armies in this drug fighting task. Colombia and Peru were the stage of many conflicts that had tragic consequences.

The Colombian conflict began in 1948, the year in which the liberal leader Jorge Eliécer Gaitán was murdered. The crime was the fuse that ignited the popular revolt called Bogotazo, and the confrontation between liberals and conservatives, the so-called “La Violencia”, which took place between 1948 and 1958 and resulted in 200 thousand fatal victims.

In 1958 the liberal and conservative parties came to an understanding about the division of power, but the pact made by the elites was not capable of meeting the social demands of the poorer classes and violence continued to be the norm. In the 60s the Fuerzas Armadas Revolucionarias de Colombia – Ejército del Pueblo (Revolutionary Armed Forces of Colombia, the People's Army), a political-military Marxist-Leninist organization of Bolivarian inspiration and the Ejército de Liberación Nacional - ELN (National Liberation Army) were organized. To fight them, paramilitary groups were formed. With time, the armed organization became involved with drug traffic, normally by charging permission fees for allowing growers to plant coca in the territories controlled by them, by kidnapping people either for political reasons or simply to make money.

In the 80s and 90s, the conflict escalated – at its peak the armed groups controlled around 40% of Colombia, and were responsible for uncountable murders and bombings. The USA had already become deeply involved in the Colombian civil war and in 1999 they implemented the Colombia Plan, with U$7.5 billion un funds used to militarize drug traffic and the guerillas. The volume of money that entered the country made it the third largest receiver of foreign aid from the United States, raking behind Israel and Egypt.

The methods used by the governments of Colombia and the USA were not approved by organizations of civil society because they repeatedly violated human rights, and caused social and environmental losses, a result of the means used to destroy the plantations: toxic herbicides that not only cause health problems for human beings but also pollute the waters and the forest. Throughout the years, the Colombian conflict also gave rise to millions of desplazados, refugees that left their home in the interior of the country and moved to the outskirts of large urban centers, or even ran away to other countries. The indigenous people were seriously affected and some are under the threat of extinction.

The Colombian civil war creates international tensions. Neighboring countries – Venezuela, Brazil, Ecuador and Peru – fear their territory will be invaded by guerilla or paramilitary groups, what has been known to have happened a few times. They are also afraid that the USA use drug traffic as a pretext for military intervention in the Amazon. Still, the governments of South American countries have not been able to come together in a coalition to bring peace to Colombia. There is a precedent in the Grupo de Contadora por la Paz en Centroamérica (The Contadora Group) formed by Latin American countries. The group helped intermediate peace negotiations in Central America, during the civil wars that took place in the 80s, by opposing the military interventions supported by the United States.

During his 1998-2002 term, Colombian president Andrés Pastrana began talks with the armed groups and created a demilitarized zone in the interior of the country, administrated by the FARCs. However, the process did not move forward because of mutual accusation of breach of the agreements. The September 11 attacks and the decision to launch a “war on terror” by the government of the USA also had an impact on Colombia. President Álvaro Uribe took office in 2002, after having won by a large margin, and promised to enforce a “no leniency” policy in fighting the guerillas and the paramilitary groups.

In Peru, the government of Alberto Fujimori (1990-2000) used the tactic of threatening security to implement an authoritarian regime that started with an “auto-coup” or “autogolte” under the pretext of fighting the terrorist groups Sendero Luminoso (Shining Path) and Movimento Revolucionário Tupac Amaru (Tupac Amaru Revolutionary Movement).

Fujimori also gained the sympathy of the USA by embracing their military program for fighting drug traffic. His main advisor Vladmiro Montesinos was in charge of most of the operations. A former army officer, he had been expelled from the armed forces on corruption charges. During the ten years of the Fujimori government, Montesinos was accused of setting up a large organized crime system by using the Peruvian army intelligence and espionage service. Amid the accusations that weighed on him are corruption, torture, drug traffic and arms supply to Colombia guerrillas. With the fall of Fujimori, Montesinos was arrested, along with the generals suspected of being involved in his illicit activities.

In Bolivia, in the 90s, several governments subjected themselves to the antidrug policy guidelines of the USA, in exchange for commercial incentives, such as an easier access to the market in the United States for agricultural products. The sale of coca leaves was restricted and many cocaleros suffered economic losses.

It is not by chance that the main cocalero leader, Evo Morales, became one of the main coordinators of the opposition movements to the government in Bolivia and was elected president in December 2005. In his address in the UN, Morales raised the drug issue in the context of racism and the massacre of the indigenous people:

As you all know, the coca is a perennial shrub that takes advantages of the poorest soils and causes less adverse effects on the environment than any other crop... practitioners of natural or alternative medicine in the Andes have used coca leaves for centuries to provide relief for stomach problems, for hemorrhages, to heal wounds and alleviate pain... Wouldn't it be worthy to grow a plant that brings so many benefits? Since colonial times, whoever condemned the indigenous populations as savages and ignorant also condemned coca and the culture that was so different to them. Our music was not music, it was folklore. Our language, only a dialect. Our religion, idolatry. Our coca, an addiction. And they proceed to impose on us their music, their language, their religion... and their addictions. When a person blames a rock for having tripped, we say that he is immature and is running away from responsibility. 

Morales' challenge is how to conciliate defending the interests represented by his social supporters with the political and economic pressures he will receive from the USA to continue his repressive actions against coca plantations.

Urban violence

Drug trafficking is one of the most important factors involved in the high violence rates seen in South American cities. But it is not the only one. Several elements that became part of the recent urbanization process experienced by the continent can be added to create a history of social exclusion. The post-World War II period brought about an accelerated population growth in many of the urban centers in the continent – São Paulo, Lima, Rio de Janeiro, Bogota, Caracas, and Buenos Aires. This is due to the fact that millions fled from a rural state of poverty (or fled from conflict, in the case of Colombia) to try their luck in the industry or in the service sector in the cities.

Many were able to achieve a form of marginal positioning in newly-industrialized societies, by working in low-paying jobs, in the informal economy or by rendering services to the middle class and the elite. It is highly significant that in Brazil, the country with the largest GNP in the continent, housemaids represent the most numerous class of service providers. This precarious social situation is also found in the favela housing and settlements, in the poblaciones, villas miserias, cerros or whatever name is given to the poor districts located in the outskirts of major South American cities.

Generally speaking, although access to public services is better in the urban setting, relative to the rural areas, these communities lack many basic State-provided services such as security, sanitation and medical care. This fact make them easy preys for the armed groups that impose their own law, such as the drug cartels, the paramilitary groups or even professional killers. They frequently use bribes and other forms of corruption for the police and politicians turn a blind eye to their activities. In the poor areas in the outskirts of the cities, police action is marked by blatant violation of human rights, violence, disrespect and racism.

The numbers are impressive. Colombia, Venezuela and Brazil are among the countries with the highest statistics for violent deaths. In South America, that means around 80 thousand deaths a year, and they are concentrated in the most economically fragile class of the population: young blacks/indigenous people and the poor, all males. This figure surpasses the 50 thousand soldiers the USA lost in the almost ten years of the Vietnam War and is more than three times the number of civilians who died in the war in Iraq.

In addition to the death and suffering, the violence represented by organized crime threatens the democratic institutions through corruption or intimidation/murder of opposing authorities. Criminal groups have also gained considerable influence in certain circles, with congressmen, State governors and even presidents of many countries in the continent.

UN Peace Missions: Haiti

South American countries such as Argentina, Brazil and Uruguay have played a strong role in the United Nations peace missions. This tradition goes back to the first years of the organization and reflects the position of South American governments regarding the defense of international law and multilateralism.

Sometimes participation in the UN system meets the projects for power of national governments. Starting in the 90s, Brazil has made known its ambitions to gain a permanent seat in the UN Security Council, by promoting international negotiations with India, Germany and Japan.

The recent UN intervention in Haiti (Minustah) resulted in opposition from most of the organizations of civil society of the continent. Haiti is the poorest country in the American hemisphere, and occupies about half of the territory of a small island in the Caribbean sea. A slave upheaval in the beginning of the nineteenth century made Haiti the first country to become independent in Latin America, but this moment of glory was brief and the history of Haiti is marked by poverty, violence, authoritarianism and occupation by foreign armed forces.

In 2004, President Jean-Bertrand Aristide, who had taken office after a democratic election, was deposed by a coup. In the period of instability and persecution that followed his fall, the USA was concerned with the possibility of a humanitarian crisis that would drive thousands of refugees to the Florida beaches. The UN then decided to intervene in Haiti, in a mission led by Chile (political and diplomatic issues) and Brazil (military forces).

The Minustah was born amid controversies, because instead of helping to consolidate the power of the president that had been elected, it supported the authoritarian government in charge of organizing the elections. This choice was due to the fact that Aristide, a former priest who sympathized with the liberation theology, was considered too unstable by the USA.

The UN mission established a partnership with the government taking power through a coup and supported the repressive action of the Haitian police in the ghettoes of Port-au-Prince, including civilian massacres in Bel Air, Cité Soleil and Gran Ravin-Martissant. Haitian authorities accused of systematic violations of human rights, such as the former police chief Léon Charles, received promotions and were nominated to minor diplomatic positions.

These were not the only difficulties that the mission had to face and they continued with the suicide of the Brazilian general Urano Bacellar, military commander of the Minustah. After being postponed four times, Haiti held a presidential election in February of 2006. Former president René Preval, connected to Aristide, was re-elected for the position in a conflict-ridden electoral process that included accusations of fraud and the intervention of diplomats from Brazil, Canada and the United States, who pressured for a heterodox interpretation of electoral rules, so as to ensure that Preval would win in the first round of votes. This support came from the fact that he was considered the candidate with the greatest chances of creating stability in Haiti.

Leaders of civil society organizations, such as Adolfo Pérez Esquivel, from Argentina, point out that the Minustah is an attempt to impose a new model for UN interventions. One in which controversial actions seek legitimacy by participating in developing countries, while the great world powers avoid the costs of a direct involvement.

The Brazilian government defends its role in Haiti with the argument that without the Brazilian leadership, the action would be undertaken by the USA or France, allegedly more truculent with the local population. In the end, the Minustah is engaging in activities that repeat patterns that differ considerably from those that the civil society would wish to see:

In actual truth, the policy adopted by Brazil in that Caribbean country is similar to what the USA in doing in Iraq. Today, we send soldiers. Tomorrow, we will send 'our' companies and finances to ''rebuild'' the country. If this is going to result in more foreign debt – one of the real reasons for the Haitian crisis – in the privatization of public services and in the maintenance of a development model that destroyed that nation, that is not our problem. 

7- Some ideas to try to understand Latin America and the Caribbean

Cuba also represents a strategically important issue for Latin America. That country and Haiti constitute one and a half island in the Caribbean Sea. Together they have just above 20 million inhabitants. However, in spite of these small numbers, the questions they pose to the region as a whole are enormous. The first is one of the last definitely self-proclaimed communist countries in the world and is located a short 100 miles from the USA, the largest economic and military power in the history of capitalism, a country that staunchly opposes Cuba. Because of the pressure exerted by the USA, Cuba is the only one of the 35 independent countries of the Americas that signed the Letter of Foundation of the Organization of American States but has been barred from participating since 1962.

Cuba has become the main source of inspiration for the Chávez government, of Venezuela. Chávez began with Cuba the sequence of eight agreements that he has already signed with South American countries, within the scope of the principles decided upon with ALBA (Bolivarian Alternative for the Americas). Haiti is currently mobilizing societies of the Americas because of its unique position and now, as has already been discussed, is being occupied by the Minustah troops, a military force comprised of UN soldiers under the leadership of Brazil and with the decisive presence of Argentina. In the diplomatic arena, a Chilean diplomat heads the intervention of the United Nations in the Caribbean island of Hispaniola – that Haiti shares with the Dominican Republic.

Truthfully, what led Brazil to mobilize its military troops, in addition to the economic interests mentioned above, was its campaign for a seat in the UN Security Council. In practice, Brazil and Chile are doing the dirty work that the great powers refuse to do. As the military leader in Haiti, Brazil fell into a trap. It is breaking the two principles that the country has always championed – that of sovereignty and of non-intervention.

8-Human Rights and Citizenship

Rights and Democracy

Similarly to what happens in other regions of the world, the mobilization for human rights in South America diverted the focus from the traditional issue, which was limited to protection against abuses committed by authorities, and started to consider a series of economic, social and cultural rights (DESCs) acknowledged by international agreements. Defending the DESCs is something inseparable from the development issue and includes reviewing the conservative economic policies adopted by most of the countries in the continent.

The greatest obstacle to making civil rights a reality is violence, as was noted in the section “Human Security and Peace”. Since many areas of the large urban centers or even entire regions are under the control of armed groups, the guarantees of an État de Droit are not accessible to a significant part of the population.

Insofar as political rights are concerned, South American countries put an end to the period of military dictatorships and they now live under democratic regimes. However, this democracy is many times limited by social inequalities, a concentration of power in the economic elites and a frail State that is not able to meet the demands of the population. This makes it difficult for the citizen to control public policies and public office holders, as has been demonstrated by the high corruption rates in the continent.

In this context, it is only natural that the population becomes suspicious of institutions, feeling separated from the State, and therefore becomes hostile even when facing the pillars of the democratic regime. Only 14%, for example, trust political powers.
 A recent survey carried out by the UN Development Program (PNUD) asked 19 thousand people in America about what kind of support they would give democracy and verified that most of these people would be willing to accept authoritarian governments, as long as they created the necessary conditions for economic growth. The indices:

Table 4: Democracy Approval in South America

Region
Democrats
Ambivalent
Non-democrats

Latin America
43%
30.5%
26.5%

MERCOSUR + Chile
43.6%
21.9%
34.5%

Andean Countries 
37.3%
34.4%
28.3%

Source: PNUD, 2004, p. 143

The conclusion of the PNUD study is that in Latin America practices what is called “low-intensity citizenship” and that the countries have to go from a “democracy of voters” to a “democracy of citizens”, with more social participation and institutions that relate more to the problems of the population.

Another point in which it is possible to observe first hand the difficulties of South America with regards to human rights is in the issue of freedom of the press. Although formally guaranteed in every constitution, in practice, such freedom is limited. Restrictions include factors such as the concentration of the means of communication in the hands of just a few companies, political interference in the concessions of radio and TV stations, where government support is the currency that is being exchanged, and the open or covert persecution of journalists by politicians, authorities or even by common criminals. It is worthwhile remembering that the support of press moguls was fundamental for installing and maintaining in power the different military dictatorships in this continent. Their support was also instrumental in the recent attempt at a coup against Chávez, in Venezuela (2002).

The expansion of community vehicles of communication and the Internet is one way to improve this picture, but the governments have not favored this strategy towards democratization of communication. Community radios are classified as “pirate outfits” and repressed by the police.

According to the NGO Reporters without Borders, South America occupies an intermediate position insofar as freedom of the press is concerned, behind the countries in northern Europe, which have the best results, and those in Asia and the Middle East, who come last in the ranking:

Table 5: Freedom of the Press in South America

Country 
Grade
Rank

Bolivia
9.67
45

Uruguay
9.75
46

Chile
11.75
50

Argentina
13.50
59

Brazil
14.17
63

Paraguay
15.25
69

Ecuador
21.50
87

Venezuela
23
90

Peru
33.33
116

Colombia
40.17
128

Guyana, Surinam and French Guiana 
N/A
N/A

Source: Reporters Without Borders, 2005

(http://www.rsf.org/IMG/pdf/CM_2005_Am_Eur.pdf)

Social movements: indigenous people, landless people, piqueteros, feminists

In spite of the problems with inefficient and distant institutions, South American civil society has given proof of vitality and ability to organize and mobilize itself. The 90s were the time for consolidating the indigenous movements of the continent as important actors, particularly in Bolivia and in Ecuador. This process is inseparable from that of redemocratization, because these indigenous peoples had traditionally been subjected to poverty, racism, and were frequently massacred in the “dirty wars” fought in the region, such as the Sendero Luminoso struggles in Peru.

The struggle of the indigenous population involves the preservation of natural resources and of their culture. It can not be dissociated from the resistance to the neoliberal models adopted in the continent. 

In Bolivia, these measures started with the "New Economic Policy" instituted by President Victor Paz Estenssoro, in 1985. In order to control hyperinflation, he adopted a reform package that resulted in the dismantling of the State-controlled economic activity.

The closing of the tin mines caused mass unemployment, affecting 30 thousand workers and was felt as a blow to the union movement. Economic opening caused some difficulty for the small growers, whose traditional crops, such as corn, were not competitive vis-à-vis the international market. This was all the more painful because Paz Estenssoro had been one of the leaders of the 1952 Revolution, a symbol for progressive changes in Bolivian politics.

Many of the miners that had lost their jobs tried to earn a living as growers, and came in contact with the indigenous campesinos, in the Bolivian altiplanos, the high plateaus. The result was the coming together of two traditions of struggle: the union background of mobilization and confrontation and the demands of the indigenous population for access to natural resources, especially land and water. Additionally there was the question of gas exploration, as analyzed before.

The agenda of the Bolivian indigenous movement approaches economic social and cultural issues. For this reason, their leaders opted for broader negotiations among the indigenous populations, the unions and other social organizations, as in the Movimento al Socialismo (Movement towards Socialism), Evo Morales party, and in the Coordinadora de Defensa del Agua y la Vida, that helped push his campaign in Cochabamba. There is also an ethnic party, Felipe Quispe's Pachakuti, but it is a minority force, with around 5% of the parliament.

The Bolivian indigenous movement was fundamental for the fall of presidents Sanchez de Lozada (2003) and Carlos Mesa (2005) and was also an important player in the election of Evo Morales. In 2006 he became the first person of indigenous ancestry to become the president of Bolivia, thereby taking the first steps towards ending the racial exclusion regimes in effect since the Spanish conquered the land in the 16th century.

Another crucial point for the indigenous movements has to do with positioning the traditional cultures and products under a regime of protection of intellectual property. In the 90s, the Andean countries signed a series of treaties in which they accepted the laws on patents proposed by the USA. These agreements are very efficient in the defense of the large transnational companies in the service industry, but they leave out the necessary guarantees for the indigenous creations, such as medicines, clothing and their biogenetic assets.

The indigenous movements are aware that it is important to influence these treaties and obtain more victories, such as those won in the Convention No. 169 of the International Labour Organization, which the Andean countries signed. This convention guarantees a series of rights concerning education, health and culture. Many of these devices have been incorporated to the constitutions of Colombia, Peru, Ecuador and Bolivia.

In the case of Ecuador, the indigenous movements organized the Confederación de Nacionalidades Indígenas del Ecuador - Conaie (The Confederation of Indigenous Nationalities of Ecuador) and a partisan institution, the Pachakuti (the same name of the Bolivian party, although they are different institutions). Working intensely at the local level, they won several municipal executive offices and seats in the parliament and they were among the forces that deposed President Jamil Mauad (2000). They also participated in the coalition that elected colonel Lucio Gutierrez. The indigenous movement was given a ministry, but a rupture took place 6 months later, caused by disagreements on the conservative economic policy and the indication of a rapprochement with the USA. Gutierrez renounced in 2005, after intense protests by the social movements.

Most of the indigenous movements in South America are comprised of the Quechua and the Aymara. However, there are dozens of other cultures that have been able to reach the same level of mobilization and political influence. The most dramatic example is that of the Guarani, who live in several countries of MERCOSUR and represent a significant percentage of the population of Paraguay. Guarani is an official language in that country, side by side with Spanish. In spite of this, the Guarani continue to face difficulties, particularly in Brazil, where their rights are violated and their land is taken away. It is no surprise that the rate of suicide among them is high.

In addition to the indigenous movements, other marginalized sectors were able to organize themselves effectively, after the democratization of South America. Two of the most important are the Movimento dos Trabalhadores Rurais Sem Terra (MST) in Brasil and the piqueteros in Argentina, which appeared in the wake of the crisis that shook that country at the close of last century.

The MST was created as the result of the struggle of the small growers against the Brazilian military dictatorship, whose economic model favored the large companies in the agribusiness industry. The expansion of the agricultural frontier towards the center-west and the north of the country was achieved at the cost of pushing away posseiros (appropriators) and the indigenous population. Supported by the Catholic Church, rural workers were able to manage a nationwide gathering of forces and began the occupation of non productive land, while launching a campaign for agrarian reform.

During the 90s, the MST also expanded their political agenda and touched on themes such as opposition to privatization and to transgenic food. The movement questioned the development model and the economic policy adopted by Brazil. In addition to their land occupation projects, the movement organized protests in 1999 and 2005, where the landless people left their settlement camps in different places in Brazil and walked all the way to the capital, Brasília. In both occasions the participants used the opportunity to disseminate their ideas and promote debates about the social problems in Brazil.

In the case of Argentina, the impoverishment of the population, the deterioration of public services and indignation with political authoritarianism led to the creation of several social movements that forced president Fernando de La Rúa (2001) to resign and to contest the prevailing neoliberal model. Piqueteros groups, such as the Barrios de Pié congregate the unemployed and those living in  the poor districts. They deal with different issues, including generating job opportunities, public services and community-based institutions, among others.

In addition to the piqueteros, other important social movements have been created in Argentina. One of them is the mobilization of the chacareras, small-time growers. These women do not let the authorities auction their properties to pay debts, by singing the national anthem and by resorting to pacific resistance tactics. Other well-known movement is that of the “fábricas recuperadas” (recovered factories). They are companies that have gone bankrupt and have been occupied by workers who take turns managing them according to cooperative and solidary economy schemes.

Feminism deserves to be highlighted and plays an important role in issues regarding MERCOSUR. Women's mobilization grew in importance along with the redemocratization in Latin America and the feminist meetings held in the 80s, in that region, “were able to create a political feminist identity that formally questioned systems of knowledge and how society is organized”
.

The work of preparing the UN Social Conferences, especially the Fourth World Conference on Women (Beijing, 1994) contributed to bring together national networks and form an international agenda for the feminist movements. This experience of working together gave rise to the Articulacion Feminista Mercosur (Mercosur Feminist Articulation), dedicated primarily to regional integration issues.

Women's movements have been calling the world's attention to deficiencies in the policies instituted by international economic organization regarding gender, by launching campaigns such as “Sex, lies and international trade” and debating questions on important issues – fighting fundamentalism, the conditions of life for the migrant, and sexual and reproductive rights.

Migrants

The issue of migration among South American countries has gained importance in recent years. Citizens of the poorer States, like Bolivia, Peru and Ecuador, try their luck in the more prosperous economies of Argentina, Brazil and Chile. The indigenous origin of the migrants target them for racism and other forms of discrimination, which frequently imply cruel work conditions, and their exploitation as sources of cheap labor, which is compounded by their status of illegal immigrants. This situation is similar to what many South American citizens face when they find themselves in the USA or in Europe.

Another type of problem, more common among Brazilians, are the migrant communities that gain notoriety because of their economic significance, such as the Brazilian emigrants that have become influential in the agribusiness sector in Paraguay and Bolivia. These groups have been the victims of nationalist tensions.

In both cases, it is extremely important to formulate public policies that would provide support to these migrant populations, a model that would consider integrating these peoples and not simply implement the traditional format of opening new markets and establishing commercial exchanges.

9. Economy and Finances

Aspects related to trade and infrastructure have already been approached in previous sections of this study. At this point we will deal with the general characteristics of the macroeconomy of South America countries, trying to identify the points that are most relevant for the integration process.

South America was integrated to the international economy system during colonial times (1492-1824), when they provided Europe with agricultural and mineral resources. Political independence did not change this scenario: the new countries signed the so-called “unequal treaties” with England and the other powers of that time, opening their markets to manufactured merchandise produced by the Europeans. Although Argentina and Brazil have developed some industrial activity, especially in the context of import replacement during the First World War, the continent still relied largely on an agriculture-base economy, until the Great Depression, which began with the 1929 Wall Street Crash. The 30s mark the birth of a new model, effective until the 80s:

... it is possible to state that the Latin American “developmental policy” was born in Mexico, during 
the government of president Lázaro Cárdenas, in the 30s. Cárdenas was a nationalist and his government put into practice a radical agrarian reform; oil production became a State-controlled activity; he created the first State-owned industrial foreign trade development banks of Latin America; invested heavily in building infrastructure; put into practice industrialization policies as well as polices aimed at protecting the domestic market; created specific legislation on labor and social protection; and implemented an independent and anti-imperialist foreign policy. After Cárdenas, with small variations, this program has become the common denominator of several Latin American, “national-popular” or “national-developmental”, as was the case with Vargas, in Brazil, Perón, in Argentina, Velasco Ibarra, in Ecuador and Paz Estenssoro, in Bolivia, among others. None of them was a socialist, or even a Marxist, on the contrary, almost all were conservatives, but their ideas, politics and international positions also became mandatory references for the Latin American left. 

The national-developmental model had progressive application, in the 50s, in Bolivia (agrarian reform), in the 60s, in Brazil (movement for grassroots reform) and Peru (Inca plan, the Velasco Alvarado government). It also had conservative and authoritarian moments, such as the cycle of military dictatorships that was experienced in the continent. With its positive (industrialization, modernization) and negative legacy, (inequalities, social marginalization) this model collapsed in the beginning of the 1980s, when it became unfeasible by the oil crisis, by the fall in the international price of agricultural products, and the increase in foreign debt interests.

Foreign debt plays a central role in the political-economic dependency in South America. The military dictatorships in this continent relied heavily on foreign credit in their attempt to keep the economy growing at an accelerated pace, aiming at searching for popular support. When international interest rates were raised as part of the “strong dollar policy” adopted by the USA government, the developing countries broke, since they found themselves unable to service the debt. More than 30 countries called for a moratorium in 1982.

There was a timid attempt to form a South American front to renegotiate foreign debt jointly, through the Cartagena Consensus – an OPEP-like organization of debtor countries – but the pressures exerted by the United States spoke louder and the model in which each country established individual negotiations with Washington prevailed. Most of the countries were in a very frail position brought about by the economic crisis and by the political difficulties caused by the transition between a regime of dictatorship to one of democracy.

Just like it happened in other regions, the foreign debt issue has transformed in an important instrument to subject South American countries to the political guidelines issued by the United States, the European Union, financial markets and transnational companies. The main channels through which this influence is expressed are the International Financial Institutions (IFIs), such as the IMF, the World Bank and the WTO.

In the two decades since the debt crisis, South American adopted neoliberal models for economic reform, based on privatization, trade and financial opening, an emphasis on foreign investment as an alleged growth motor, adherence to international norms on patents, investment, intellectual property etc. The continent had pioneered, as early as the 70s, the adoption of these measures, by the military dictatorship in Chile (1973-1990) and Argentina (1976-1983). In a scenario of economic frailty brought about by redemocratization, neoliberalism was then quickly disseminated throughout the continent.

What brings together these political thoughts is a decrease in the autonomy of the State to carry out public policies aimed at development, such as the protection of the domestic industry. Government actions are curtailed through rules such as expense control (for example, laws on “fiscal responsibility”), the generation of a primary surplus, precarious labor laws and environmental protection and benefit granted to the large companies, such as mega infrastructure projects (analyzed in the section on IIRSA).

Payment for servicing the debt continues to exhaust the resources of South American governments, despite 20 years of “austerity” policies, announced as necessary to solve the problem. Estimates point to a joint Latin American debt of US$800 billion. In 2004, the Brazilian government paid R$128 billion in interests, while its most important social policy, the Bolsa Família program received less than R$10 billion.

Another important aspect of these policies was the adoption of exchange rate anchors that tie local currencies to the dollar. In Argentina, a stringent Law of Convertibility was in effect and the government was prohibited from changing the 1:1 parity between the peso and the dollar. In Ecuador, what happened was purely and simply a dollarization. Even though Brazil did not have laws like in Argentina, parity was maintained in practice until the international financial crisis of 1998 (and the re-election of President Fernando Henrique Cardoso).

The greatest accomplishment of the neoliberal model was to keep inflation at bay in South American countries, as rates had been very high in the 80s and 90s. However, social costs proved to be significantly high. Unemployment rates soared, with the consequent increase in the informal economy and an increased tendency towards marginalization. GNP growth rates were modest, especially when compared to the fast growth rate seen during the years with marked development:

Table 6: Inflation rates (yearly averages), 1980-2003

Country 
1980-1985
1985-1990
1996
2000
2001
2002
2003

Argentina
322.6
583.8
0.2
-0.9
-1.1
25.9
13.4

Bolivia
610.9
46.5
12.6
4.6
1.6
0.9
3.3

Brazil
145.5
653.8
15.4
6.2
6.8
8.5
14.7

Chile
21.3
19.4
7.6
3.8
3.6
2.5
2.8

Colombia
22.4
25.0
20.8
9.2
8.0
6.3 
7.1 

Ecuador
27.7
45.7
24.4
96.1
37.7
12.5
7.9

Guyana
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Paraguay
15.8
28.0
9.8
9.0 
7.3
10.5
14.2

Peru
102.1
823.7
11.5
3.8
2.0
0.2
2.3

Surinam
7.0
19.1
-0.7
N/A
N/A
N/A
N/A

Uruguay
44.8
78.2
28.3
4.83
4.407
14.0
19.4

Venezuela
11.1
36.9
99.9
15.7
12.5
22.4
31.1

Source: ECLAC, Statistical yearbook for Latin America and the Caribbean, 2004, p. 136

As it can be seen, the 80s were marked by high inflation rates, particularly in Argentina, Bolivia, Brazil and Peru. The indices improved throughout the 90s, but went up and stayed high in the beginning of the 21st century. Persistent inflation will be one of the most popular arguments of the right to defend cuts in public spending, which conservatives consider the great villains.

If the neoliberal reforms were only slightly successful in fighting inflation, the results were even more modest in terms of promoting economic growth:

Table 7: GNP Growth, 1990-2003

Country
1990
1995
2000
2001
2002
2003

Argentina
-2.0
-2.9
-0.8
-4.4
-10.8
8.7

Bolivia
4.4
4.7
2.3
1.6
2.7
2.4

Brazil
-4.6
4.2
3.9
1.3
1.5
0.6

Chile
3.3
9.0
4.5
3.5
2.0
3.3

Colombia
4.1
4.9
2.4
1.5
1.9
4.8

Ecuador
2.9
2.1
0.9
5.5
3.8
2.3

Guyana
-3.7
3.8
-2.3
2.3
1.5
-2.0

Paraguay
3.1
5.7
-3.3
2.0
-1.6
3.8

Peru
-5.4
8.6
2.8
0.1
4.9
3.8

Surinam
-2.1
0
-1.2
1.3
1.2
3.5

Uruguay
0.5
-2.4
-1.9
-3.6
-12.7
3.0

Venezuela
5.5
5.9
3.8
3.4
-8.9
-9.7

Source: ECLAC, Statistical yearbook for Latin America and the Caribbean, 2004, p. 121

Generally speaking, the growth rates on the table are low. Throughout the years that were analyzed, only few countries in this continent made the cut without going through recession and experiencing a drop in the GNP. Except for Chile, the rhythm in South American economies has typically been stop and go, and the countries have been incapable of establishing a course of sustainable development. This mediocre performance helps to explain the political instability and the victory of center-left alliances which criticize the neoliberal model. The situation has experienced a generalized worsening after the international financial crises of 1998-1999.

The weight of the crisis in Argentina can be seen in the indicators and it was reflected both in the country and in neighboring Uruguay. These two countries have suffered the overwhelming impacts generated by the crisis. In the Argentine case, it was the years of economic recession and social explosion, unquestionably one of the most difficult moments in the history of that country. Only after 2003 the GNP started to grow again, or more precisely to recover the idle production capacity.

Venezuela also deserves our attention. Although the economy experienced fast growth as a result of the rise in oil prices, the political instability that resulted from the attempted coup against Chávez, in April 2002, had serious consequences for the country. Additionally, it is important to remember that the Venezuelan elite engaged in an economic war against the president, by causing stoppages in business activities and sabotaging state-owned companies.

Table 8 shows unemployment rates:

Table 8: Unemployment Rates in the Urban Setting, 1990-2004

Country
1990
1995
2000
2001
2002
2003
2004

Argentina
7.4
17.5
15.1
17.4
19.7
17.3
13.8

Bolivia
7.3
3.6
7.5
8.5
8.7
9.5
N/A

Brazil
4.3
4.6
7.1
6.2
11.7
12.3
11.5

Chile
7.8
7.4
9.2
9.1
9.0
8.5
8.8

Colombia
10.5
8.8
17.2
18.2
17.6
16.7
15.5

Ecuador
6.1
7.7
14.1
10.4
8.6
9.8
11.0

Guyana
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Paraguay
6.6
5.3
10.0
10.8
14.7
11.2
N/A

Peru
8.3
8.2
8.5
9.3
9.4
9.4
9.5

Surinam
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Uruguay
8.5
10.3
13.6
15.3
17.07
16.9
13.0

Venezuela
10.4
10.3
13.9
13.3
15.8
18.0
15.3

Source: ECLAC – Anuário Estadístico de América Latina y Caribe, 2004, p.97

Unemployment rate is the indicator that best portrays the social costs of structural adjustment programs implemented by the neoliberals in the 90s. All the South American countries face serious problems in this sector and are currently worse off than they were before the economic reforms. Even in countries which GNP has been constantly growing, such as in Chile, the situation has been deteriorating. In some, like in Brazil, unemployment has tripled.

The situation is even more serious in view of the lack of effective structures for social protection, such as unemployment insurance. This means that a great deal of workers in their effort to earn a living are seeking the informal market, and survive precariously by doing odd jobs and working as temporary labor. The effect of these difficulties extrapolates the economy and affects the welfare of millions of families, which are more subject to instability, to problems with domestic violence and alcoholism, depression and other consequences that come with the loss of economic security.

10- USA, the “13th country of South America”

As has already been seen, the presence of the USA in the Americas is not only intense but causes a profound impact. Beginning with Mexico, his Latin next-door neighbor, with whom the USA shares thousand of kilometers of borders and that joined NAFTA in 1944 because of the promise of easy access to the American domestic market. Mexico, however, suffered a transformation and part of its economy became assembly line sweatshops – the “maquilladoras”-, resulting in precarious production processes and the consequent worsening of labor relations for millions of Mexicans. Speaking of which, the way in which the USA sees Latin America is somewhat folkloric, at least since the 18th century: they see it as their backyard, a place where Europe does not intervene. Brazil, however, the largest domestic market in the region, is seen by the USA as their main commercial partner: they buy 20% of the Brazilian production and export the same amount to us. However, the presence of the United States is very strong and goes beyond these commercial relations. Recently the Secretary General of the Ministry for Foreign Relations of Brazil, Samuel Pinheiro Guimarães, referred to them as the 13th country of the region”, which in truth, has only 12 nations. The Brazilian diplomat was referring to the sequence of strategic areas in which the USA play a determining role and enforce their weight.

The USA were the first to propose the creation of the FTAA, in 1944. FTAA would be an extension of the NAFTA experiment and Pinheiro Guimarães himself had already defined it as a commercial project, indeed, but one which would also have diplomatic, financial and military interests. We disagree with the current Latin America view, that the oil-rich Middle East is monopolizing both the attention and the United States resources, to the point that Latin American and the Caribbean would be relegated to the category of a second class concern for the United States. Washington is so concerned over Latin America – under the argument that they are oppose the coca plantations – that the USA is financing the war that the Colombian government is fighting with two guerilla armies (the FARC and the ELN). We also highlight that in the Colombia/USA relationships, in addition to the free trade agreement that has just been signed, the fact that Colombia is one of the largest producers of cocaine in the world and the USA is its largest consumer market.

The USA has several interests in Latin America and they are materialized in their military bases. According to a survey made by professor and economist Ana Esther Ceceña, from Universidad Autónoma de Mexico and The Latin American Council of Social Sciences (CLACSO), these bases are located in areas where there are intensive and extensive deposits of strategic natural resources – drinking water, biological diversity and oil, to be more precise. The USA have signed subregional and/or bilateral free trade treaties with other countries in the region, as a parallel strategy to overcome the impasse caused by the de facto suspension of the discussion over the FTAA. The case of the Free Trade Agreement USA-Central America-The Dominican Republic, already mentioned (and known as CAFTA or CAFTA-DR), is among these subregional and/or bilateral treaties, which was signed in 2005.

In the FTAA case, the most recent development of this proposal for an agreement was the interruption of the official discussions, after the defeat suffered by its champions (the USA and Mexico) in November of 2005. That month, the city of Mar del Plata (in Argentina), hosted the IV Summit of the Americas, a meeting called by the Organization of American States (OEA), held simultaneously with the III Summit of the Peoples of America, organized by several organizations of the Latin American society, especially the Hemispheric Social Alliance, ASC, whose texts on regional integration served as the basis for the Venezuelan government to formulate its ALBA.

At the end of the Official Summit, the parallel Cumbre was also of the opinion that FTAA had come to a standstill, a broad and unprecedented defeat of the United States strategy for the region:

“En el año de 2001, em la cumbre oficial de Québec, cuando todavía la absoluta mayoría de los gobiernos se inclinaban ciegamente a la ortodoxia neoliberal y a los dictados de Washington, com la honrosa excepción de Venezuela. Estados Unidos logró que se fijara el primero de enero del 2005 como la fecha fatal para que entrara em vigor su nuevo proyecto de dominación llamado Área de Libre Comércio de las Américas (ALCA) y que la Cuarta Cumbre de las Américas a realizarse previamente em Argentina fuera la culminación de las negociaciones de este proyecto perverso. Pero el primero de Enero del 2005 amanecimos sin ALCA y la cumbre oficial de Argentina há llegado finalmente com las negociaciones del ALCA estancadas.” “Hoy estamos también aquí para celebrarlo!”, stated the final declaration of the Cumbre de los Pueblos.

“In 2001, in the official Québec Summit, when the absolute majority of the governments were blindly leaning towards the orthodox neoliberal thought and the dictates from Washington, with the honorable exception of Venezuela, the United States was able to set January 1st, 2005 as the date in which their new domination project called the Free Trade Area of the Americas (FTAA) would become effective and that the Fourth Summit of the Americas that would take place before that in Argentina were the climax of the negotiations of this perverse project. However, on January 1st 2005 the day dawned without FTAA and the official summit in Argentina finally arrived with the FTAA negotiations having become stagnant.” “Today we are also here to celebrate it!”, stated the final declaration of the Cumbre de los Pueblos.

Defeated, the USA reinforced their plan B, bilateral or subregional agreements that had been on the negotiating table for many years, already: “One can not take FTAA for granted. Not only because the USA have an enormous military, political and economic arsenal, that would enable the country to recover their position at any moment, but also because there is a somewhat second strategy to build a free trade area in the Americas. It involves the signature of subregional free trade treaties with Central America, the CAFTA, and the opening of negotiations with the Andean countries in order to implement the AFTA. Additionally there is a need for bilateral treaties that are being negotiated with both Chile and Paraguay”, writes the author of this report at that time, for the Ibase Internet site.

At a later date, Uruguay, that had elected progressive Tabaré Vasquez, in 2005, would also be approached by the United States government to sign that bilateral agreement and the only reasons president Vasquez did not sign it was, on one hand, because of the staunch domestic opposition of the center-left coalition that supports him and on the other hand, because of the prompt intervention of presidents Kirchner, of Argentina, and Lula, of Brazil. If it weren't for these three players, Uruguay would have increased the gap among South American countries and buried MERCOSUR.

Even now, last April, to be exact, Diário Hoy (a newspaper in Ecuador) brings news that “the most important naval maneuvers by the United States navy in the Caribbean sea began in April and will continue through the end of May. This demonstration of strength is pointed towards Venezuela and Cuba, and to Latin America as a whole (...)

Part of the 7th Fleet was diverted from its Mediterranean route and set anchors in the Caribbean (...) Since 1983, on the occasion of the Partnership of the Americas operation, the region had not seen so many US Navy ships in that region.

The nuclear-powered aircraft carrier “George Washington”, the most modern vessel in the fleet left its base in Norfolk, Virginia, on April 4th and arrived in Mayport, Florida, where the US Southern Command is headquartered. (...)

This super aircraft carrier can accommodate 70 combat F-15, F-16, F-18, aircraft, Harriers and helicopters, and is the flagship of the 10th Task Force of the USA Navy. The armada includes the USS Monterrey aircraft carrier, the destroyer USS Stout and the frigate USS Underwood, (...) On April 14 the force left USA waters and entered Caribbean waters (...).

11-Alternatives: The ALBA case

Some official initiatives, as could be verified, are pointed as alternative to development and regional integration. Among these we can name as having commercial emphasis, FTAA and IIRSA, that could result in enclaves disconnected from the nation where they are located but linked to international markets; and initiatives that are clearly governmental, such as ALBA and a OCTA, that still haven't proved that they can break with the logic of asocial economic growth, or incorporate to their developmental process the dialog with organizations of society. Special mention will be made to ALBA, in view of the fact that it was to serve as the first alternative to the FTAA project, and governmental defense, as a Venezuelan resistance project against the USA economic policy for the Americas.

ALBA

Presented as an alternative by the government of Venezuela, its principal champion and operator, the Bolivarian Alternative for the Americas (ALBA) is characterized more because it is a reaction to the Free Trade Area of the Americas than because it is inventing a distinctive logic, on that offers an innovative way to plan and decide on the production of goods and values. Another founding characteristic of ALBA is, in good measure, to use the accumulated experience of the Hemispheric Social Alliance (ASC).

Thus, as an antithesis of FTAA, and following stipulations found in ASC's "Alliance for the Americas", ALBA has become very strong because of the performance of the Venezuelan government, and especially the performance of its boss, President Hugo Frías Chávez, who has been seeking, although empirically, to strengthen economic ties with his Caribbean and Latin partners. He signed with Cuba and other Caribbean countries cooperative agreements for exchanging (subsidized) oil for social services. Under this perspective, he created Petrocaribe a regional oil alliance, and he has been putting into effect agreements with Cuba for exchanging oil (an abundant resource in Venezuela) for service rendering in the areas of sports and public health, in which Havana is an acknowledged world expert.

Other initiatives have been put into practice and this praxis is one of ALBA's strongest points.

For the Ministry for Popular Economy of the Bolivarian Republic of Venezuela, ALBA is “an integration project for Latin America based on economic and social complementarity and not on competition” that “respects the social, cultural and environmental values of the communities” for the joint creation of socially productive projects”

It is indeed an agenda full of good intentions that the government of Venezuela plans to put into practice, side by side with the country's foreign policy, which has two parallel goals: asserting its regional political leadership and, at the same time, defending itself from the world imperialist power, the United States, with whom they maintain intense and troubled commercial relations. On one side, the USA reject and cast accusation on any government, such as the Venezuelan government, that strays from its circle of influence – something that in the post-September 11 situation, placed it as the target of George Bush's preventive war.

But, on the other hand, Caracas is the 4th largest exporter of oil to Washington, and this strategic commodity represents 80% of the Venezuelan revenue. Similarly, 15% of the country's oil refining facilities are located in the continental USA. Additionally, it also owns a natural gas distribution company whose headquarters are in the Boston region, in the State of Massachusetts (USA).

Officially, ALBA's guiding principles include, among others, to promote the fight against poverty and social exclusion; defense of human and labor rights, women's rights, environmental and physical integration rights and defense of the anti-protectionist policies of the markets. It proposes to “attack the obstacles to integration from their roots, that is to say: the poverty of most of the population; the deep inequalities and asymmetries among countries; the unequal interchange and unfair conditions of international relations; the weight of a debt that is impossible to pay, etc.”

Generally speaking, it lists among these objectives the main causes of social movements and organizations that, since 2001, have been meeting in the format of a World Social Forum. That attracted as allies other movements from other regions in Latin America and the Caribbean, such as the Movimento dos Trabalhadores Rurais Sem Terra (MST), from Brazil, with whom the Chávez government maintains several exchange programs – one of which is the construction of organic agriculture schools in Brazil and in Venezuela. In the field of communication – which Chávez views as strategic – and as we have already mentioned, he created Telesur, a satellite TV channel, jointly owned by Venezuela (51%), Cuba and Uruguay, whose broadcasts can be seen throughout Latin America and the Caribbean.

ANNEX 1: SOCIAL STATISTICS FOR SOUTH AMERICA

Source: ECLAC – Statistical Information

Table 9: Illiteracy rate (2005)

Country
Index

Argentina
2.8%

Bolivia
11, 7%

Brazil
11, 1%

Chile 
3.5%

Colombia
7.1%

Ecuador
7%

Guyana 
1%

Paraguay
5.6%

Peru
8.4%

Uruguay
2%

Venezuela
6%

Table 10: Percentage of Urban Population (2005)

Country
Index

Argentina
90.6%

Bolivia
68.2%

Brazil
81.7%

Chile 
86.9%

Colombia
76.6%

Ecuador
65.8%

Guyana 
38%

Paraguay
59.6%

Peru
73.5%

Surinam
77.2%

Uruguay
93.1%

Venezuela
88.8%

Table 11: Life Expectancy at Birth (2000-2005)

Country
Total
Males
Females

Argentina
74.1
70.6
77.7

Bolivia
63.8
61.8
66.0

Brazil
71.0
67.3
74.9

Chile 
77.7
74.8
80.8

Colombia
72.2
69.2
75.3

Ecuador
74.2
71.3
77.2

Guyana
63.2
60.1
66.3

Paraguay
70.8
68.6
73.1

Peru
69.8
67.3
72.4

Surinam
71.1
68.5
73.7

Uruguay
75.2
71.6
78.9

Venezuela
72.8
69.9
75.8

Table 12: Inequality between the Genders:

Difference in wages according to gender, in years of education (%)

Country
0-5
6-9
10-12
13 or more

Argentina
89.3
65.8
80.9
69.3

Bolivia
48.0
59.6
70.2
68.5

Brazil
66.1
62.4
63.1
60.6

Chile
87.1
79.5
80.1
69.5

Colombia
84.9
86.6
82.5
80.0

Ecuador
132.0
68.7
78.5
72.9

Paraguay
67.9
77.3
86.0
72.6

Peru
81.6
83.4
84.8
74.8

Uruguay
85.5
70.7
77.6
66.8

Venezuela
82.1
79.9
79.4
86.1

Table 13: Social Welfare Indicators

Country
Infant mortality (in thousands)
Child malnutrition, % below weight / height
% with access to drinking water
% with access to sanitation

Argentina
19
5 / 12
97 (urban population only)
N/A

Bolivia
71
10 / 26
85
45

Brazil
37
6 / 11
89
75

Chile
12
1 / 2
95
92

Colombia
23
7 / 14
92
86

Ecuador
29
15 / 27
86
72

Guyana
72
14 / 11
83
70

Paraguay
30
5 / 11
83
78

Peru
39
7 / 25
81
62

Surinam
40
13 / 10
92
93

Uruguay
15
5 / 8
98
94

Venezuela
22
5 / 13
83
68

Annex 2: INFORMATION AVAILABLE ON THE INTERNET 

Directory of sites on Mercosur

http://www.rau.edu.uy/mercosur/

FTAA

www.ftaa-alca.org

Centro Brasileiro de Relações Internacionais

www.cebri.org.br

Centro Nueva Mayoria

www.nuevamayoria.com

The United Nations Economic Commission for Latin America and the Caribbean 

www.eclac.cl

Andean Community of Nations

www.comunidadandina.org 

Consejo Argentino de Relaciones Internacionales

www.cari1.org.ar

The Latin American Council of Social Sciences 

www.clacso.org

The Council on Hemispheric Affairs

www.coha.org

Gateway to oil and gas world in the Latin American region

http://portal.arpel.org/wps/portal

Initiative for Regional Infrastructure Integration in South America (IIRSA)

www.iirsa.org

Latin American Studies Association

http://lasa.international.pitt.edu/

Mercociudades

www.mercociudades.org 

The MERCOSUR Human Rights Public Policy Observatory

http://www.observatorio-mercosur.org.uy/

Observatório Político Sul-Americano

http://observatorio.iuperj.br

Organization of American States 

www.oas.org

Amazon Cooperation Treaty Organization 

www.otca.org.br

MERCOSUR Secretariat 

www.mercosur.int

Sites of the South American Organizations for South-to-South Peoples' Dialogue:

Hemispheric Social Alliance

http://www.asc-hsa.org/

Amigos de la Tierra

www.tierra.org

Articulación Feminista Mercosur

www.mujeresdelsur.org.uy

Associação Brasileira Interdisciplinar de AIDS (Abia)

www.abiaids.org.br

Barrios de Pié

www.barriosdepie.org.ar

Central Única dos Trabalhadores (CUT)

www.cut.org.br

Centro de Capacitación Popular y Asesoramiento Legal (Cecopal)

www.cecopal.org

Centro Interdisciplinario de Estudios sobre el Desarrollo (Ciedur)

www.ciedur.org.uy

Coordenadora das Centrais Sindicais no Mercosul

www.ccscs.org 

Federação de Órgãos de Assistência Social (FASE)

www.fase.org.br

Instituto Brasileiro de Análises Sociais e Econômicas (Ibase)

www.ibase.br

Instituto de Estudos Socioeconômicos

www.inesc.org.br

Instituto Eqüit

www.equit.org.br

Rede Brasileira pela Integração dos Povos

www.rebrip.org.br

Viva la Ciudadania

www.vivalaciudadania.org
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