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The current South-American political situation is not exempt from distributive inequity characterizing the region since long years ago. Latin America is, on average, the region that presents the larger inequality in terms of income. This trend has been stressed during the last two decades and there is no country that has moved towards sustainable economic growth and a greater social homogeneity in a solid and simultaneous way, remaining as the “empty cell” within the regional taxonomy. This evidence was yet clear in the last years of the so-called “lost decade” of the 80’s, when a broad and convincing consensus was settled about the main and unavoidable contents of a South-American development agenda: to spread and consolidate the democratic institutions and to reform the economic regime, adopting “pro-market” institutions and policies. Fifteen or twenty years later, it is clear that the underdevelopment problem of South-American countries is far from been solved with the mere application of liberalisation and deregulation policies and, at the same time, the constant and growing social unrest rooted in the poor economic performance weakens and threatens the democratic order.

Most of South-American countries have been affected by persistent conditions of macroeconomic volatility, weak fiscal sustainability and insufficient international competitiveness, although with different levels of intensity. They have been characterized by an asymmetric insertion in the globalisation process, obtaining poor benefits coming from international trade trends and paying excessive costs coming from international finance trends. Affected by access restrictions and price fluctuations in raw material markets and because of predatory competence in labour-intensive sectors, their economic growth has resulted highly dependent on external net financial transfers. Volatility currently characterizing financial markets (contagion effects, sudden capital movements, high risk premium) is then transmitted to internal economic cycles, leaving idle or directly destroying resources and production capabilities, depressing the long term growth rate. This structural feature of the South-American economies was not solved but stressed by structural reforms promoted during the last decade, in the extent the specialisation pattern based on natural static advantages, captive markets or “maquila” enclaves were deepened.

In this context, South-American countries reinitiated or undertook varied regional integration initiatives, based on preferential trade agreements, with different degrees of coverage, intensity and scope. These regionalization strategies (Mercosur, ACN, G3, Chilean bilateralism) should be seen in a double perspective: on the one side, these strategies are another expression of  the “market friendly” reforms, mainly, they are part of trade and investment liberalization policies; on the other side, they can also be seen as a reaction towards the unwanted effects from the new regime, and as a deliberate intent to reach a higher production diversification and a higher quality international insertion. In this last perspective, regional integration should be seen as a way of managing destructive effects, administrating inter-temporal costs, riding the learning curve for non traditional exports, consolidating specialization and complementation strategies and searching reciprocity and reliable rules. The results of this new regionalization phase in South America shows two different faces: even though there is more intra-industrial content in intra-zone trade, this is concentrated in few sectors and firms, and have not made substantial contributions to the solve the “stop and go” pattern. Apart from some traditional restrictions that still affect the regional integration process (lack of infrastructure, export antibias, lack of long term financing), the new initiatives have not been able to deepen their degree of institutionalization and policies coordination, or to set appropriate cooperation strategies.

Currently, problems related to (the lack of) development in South America have become more severe and, as a paradox, its development agenda is vacant. To a great extent, since Washington Consensus and, particularly, the end of the Uruguay Round of the GATT, this development agenda was over-determined by the multilateral agenda of trade and investments (or by bilateral treaties even more restrictive) and by the conditionality of the financial organisms. Nonetheless, it is evident that the international order has been unable of providing the appropriate public goods for greater growth and equity; this is clearly demonstrated by the resistances found to make progress on the Doha Round, or within the FTAA project, and the search of common objectives and actions from part of new developing countries groups. At the same time, South-American states neither appeared as efficient suppliers of these public goods, because of their fiscal, management capabilities, leadership and legitimacy problems. In line with this, the crisis of the state is also a consequence of the inability to attend social demands concerning a greater inclusion.

Under the framework of this research project, the important issue is to determine if there is room for cooperative actions at regional level, which could let, to some extent, to solve these deficiencies. In other words, the main issue is to find out if there exist a certain set of regional public goods that could provide a sustainable development context, administrate efficiently the insertion of South-American countries in the globalization process, and improve the quality of their governability and democratic institutions. All this implies the search for a new regional integration rationale, with its priorities focused on a more harmonic development of regional value chains, and a more effective integration of national production systems, expanding and diversifying the access opportunities to regional and international markets for a greater number of local producers. 

So, this line of research mainly aims to contribute to one of the specific objectives and focus of the project, re-thinking the appropriate role of regional mechanisms and policy instruments to prevent and deal with state-crisis scenarios in Latin America. Two elements should be considered in this perspective: the first is regional trade and investment as a driver, or at least a source of macroeconomic stabilization compensating the volatility-induced situations by external shocks (on the financial or the productive side). Another one is regional cooperation (social, economic, technical or financial) as a way of strengthening both the capabilities of weak states to manage with specific economic and institutional shortages and with international negotiations and rules.

Taking all these into account, regional cooperation agenda should attend to its internal dimension (relationships between South-American countries), as well as to its external dimension (multilateral matters and international negotiations).

The following questions should be addressed, emphasizing the Mercosur and the CAN perspectives:

· At the multilateral and external front (facing the international [dis]order)

The new international architecture: how to combine trade, investment and financial negotiations?

How to recover time and spaces for “catching-up” policies?

· At the sub-regional and internal front (looking for a real convergence)

How to improve microeconomic policies coordination? 

How to foster and to improve economic, technical and financial cooperation between large or medium and small economies? 

Bibliography

- Bouzas, R. and Keifman, S., “Making trade liberalization work” in P. Kuczinski and J.

Williamson, After the Washington Consensus: Restarting Growth and Reform in Latin

America, IIE, 2003.

- Giordano, P., Lanzafame, F. and Meyer-Stamer, J. (eds), Global and Local:

 Confronting the Challenges of Regional Development in Latin America and the 

Caribbean, Washington: IADB (forthcoming).

- Ocampo, J. A., Latin America’s growth frustration: The macro and mesoeconomic   links, presented at the Seminar on Management of Volatility, Financial Liberalization and Growth in Emerging Economies, Santiago, Chile: ECLAC Headquarters, May 2003. 

- Porta, F., “La importancia de la coordinación macroeconómica” in B. Kosacoff (coord.), Evaluación del desempeño y aportes para un rediseño del Mercosur, Buenos Aires: ECLAC (www.cepal.org/argentina), 2004. 

- Rodrick, D., The new global economy and developing countries. Making openness work, Policy Essay Nº24, Washington: ODC, 1999. 

