TRADE LIBERALIZATION AND HUMAN SECURITY IN MERCOSUR

Welber Bard’

| - Introduction

Integration in Latin American has digant roots, and Smon Bdlivar is usudly nominated asiits
main idedid. In 1826, The Libertador imagined a Confederation that would congregete the recently
Independent American republics That project, however, implied rather culturd and palitica aspects,
then economica objectives.

In the economic sense, the Latin American integration project obtained more concrete
feetures only after the cregtion of the Latin American Free Trade Assodiation (ALALC)?, the Latin
American Economic System (SELA)?, the experiences in Centrd America and the Caribbean
Region (CARIFTA and CARICOM)®, the Andean Pact’® and the Latin American Integration
Asdaion (ALADI)®. Besides, the work of the Economic Commission for Latin America and the
Caribbean (CEPAL)’ dways envisaged the necessity to simulate the trade exchange among Latin
Amarican courtrries through regiond agreements’. The CEPAL promoted these agreements as a
necessary Sep to consolidate the palicy of import subdtitution and to timulate locd deve opment.
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1 Cf. Baptista, 1998, p. 25.

2 The treaty for the creation of ALALC was signed by eeven countries, in Montevideo, in 1960, with
the objective to establish a free trade area and, in the long run, a Latin American common market.

% The SELA was created in 1975, in Panama, to promote the regional cooperation and to accelerate the
economic development. Cf. Mélo, 1994, p. 641.

* The Caribbean Free Trade Association (CARIFTA) was created in 1968. It was extinguished in 1972
and substittued by the Caribbean Community and Common Market (CARICOM).

> The treaty for the Andean Pact was concluded in 1969, in Cartagena, an currently involves Peru,
Bolivia, Ecuador, Colombia and Venezuela.

® The ALADI was created by the Montevideo Agreement, in 1980. It substituted the ALALC
Agreement and renewed the hopes for a comprehensive integration in Latin Americans.

’ The CEPAL was created by the UN Economic and Social Council, in 1948,

8 Cf. Baptista, 1998, p. 26.



2

In the Southern Corner, only in 1985, after the gpproach between Argentina and Brazil,
common development plans were cogjtated”. Both countries began to see their neighbors as a
progpective support for their own palitica gability and attempts of economic change.

In 1991, the Treety of Asuncion crested the Common Market of the South (Mercosur), a
joint effort involving Argenting, Brazl, Paraguay, and Uruguay in the seerch of common dterndives
for economic development and internationd insertion. The Treaty entered into force in November
29™ 1991, promising aregiond integration based on gradudlism, pragmetism, and flexibility.

The higory of Mercosur Member States kegps traces of smilarity Snceits colonid past. The
four countries spent the XX Century dternating authoritarian regimes and atempts of democrdic
consolidation. Incidentaly, economic dependence towards deve oped countries had temporary hdts,
paticularly in the 1970s, when the palicy of import subdtitution hed its golden phase.

Initsinitia phase, Mercosur was recaived with resarvation, skepticiam, and disnterest, due
to the low degree of economic interdependence in the region. Neverthdess, dong the years it was
consolidated as one of the mogt successul diplomidic initiatives in the Laiin American higory, once
one considers the expansion in regiond trade and invesment™ and its contribution to promote socid
deve opment and democracy in its Member States.

Initidly concaived as an essentidly economic project, the Mercosur later incorporated other
dements, such as the demoaratic dause, the coordingtion of foregn policy, domestic security,
judicid and educaion cooperation. As discussed above, once the economic objectives are
surpassed, this amplified agenda kegps an important role in the congruction of human security, for its
contribution to sodd devdopment, to the improvement of life qudity, to the reduction of soad
inequdities, and to reinforce democrdic inditutions

This pgper proposes to demondrate the Mercosur's innovaiive character, and how its
inditutions contributed to the devation of human security in the Southern Corner. To achieve this
am, the firg pat andyses the higory of Mercosur, addressng the chdlenges in the current

% In 1985, the elected Argentinean and Brazilian Presidents signed the "Iguazu Declaration”, when they
declared their common will to strengthen political and economical relations. That Declaration was
followed, in 1986, by a dozen of cooperation agreements, which established the ingtitutiona
mechanisms for the cooperation between the two countries.

19'1n 1982, Brazil exported roughly US$ 1 billion to Argentina, Paraguay e Uruguay, while in 1997 this
amount would be nine times bigger. Fonte: SECEX/MDIC <www.mdic.gov.br>.
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meacroeconomic Stugtion. The second part revises the theories on regiond integration and identifies
the dements that ranforce human security. Next, these dements are compared with the Mercosur's
experience. The find pat puts some condusions, nominating chalenges to be surpassed as a
requisite for trade liberdization to contribute to human security in Mercoaur.

Il - Mercosur: higorical evolution and current challenges

As mentioned before, the gpproach between Argentina and Brazl is in the geness of
Mercosur. Although some hilaterd agresments had been signed il during the authoritarian period™,
it was only in 1985 that the old-aged misrust and higorica rivary could be overcome by a more
cooperaive behavior. Democracy dlowed those governments to perceve their neighbor as an
indispensable partner in the quest of new spacesin the internaiond scenery.

The Argentinean-Brazilian gpproach in the 1980 was possble due to unprecedented
higoricd fectors @) the concomitant advent of democracy; b) the necessity to join palitic effortsto
face the economic crigs, €) the underdanding that this goproach was essantid to a gradud and
controlled trade liberdization'?; d) the example of other regiond trade agreements, as a means of
promoting scale gains and production growth.

The Iguazu Dedaration, Sgned by Presdents José Sarney and Raul Alfonsin in 1985 is the
legd mark of this new period and the bags for the cooperation in the economic, trade, and nuclear
fidds InJuly 20", 1986, the Argentinean-Brazilian Integration Act was signed. It was the basis
for the Integration and Economic Cooperation Program, which proposed the cregtion of a common
economic space by the gradud and sHective liberdization of specific sectors. Later, in November
1988, Argentinaand Brazil Sgned the Treaty on Integration, Cooperation, and Development, whose
Artide 3 stipulated the totd liberdlization of goods and servicesin aten-yeer period™.

The then dected Presdents, Fernando Collor de Mdlo and Carlos Menem proceeded with
theintegration project. In July 1990, they Sgned the Buenas Aires Act, that anticipated to December
31%, 1994, the credtion of a common maket between the two countries All the previous

™ The military governments ended in Argentinain 1983, and in 1985 in Braxil.
12 Cf. Corréa, 1999, p. 3.
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commitments were consolideted in the Agreement of Economic Complementation n. 14 (ACE-
14)*.

The next $ep was the Tregty of Asuncion, which aggregated Paraguay and Uruguay to the
proposed common market. In fact, the ACE-14 and the Treaty of Asuncion are very smilar
documents, and the differences are mainly in some legd provisons On this sense, Baptida asserts
thet the Treety of Asuncion isthe same ACE-14, covered with amore efficient legd structure®®. The
Treety of Asuncion, Signed on March 26", 1990, envisaged the crestion of a common market until
1995. Until then, there would be a threeyear "trangtion period’, when the legd and inditutiona

framework would be organized.

However, during the trangtion period, Argentina and Brazil faced unexpected problems, that
became serious obstades to the negotiation of intemationd commitments: &) economic stagnetiorn™?;
b) highinflation rates'”; ¢) theimpeachment of the Braxilian President in 1992; d) the launching of the
"Cavdlo Fan’", which linked the Argentinean peso to the U.S. dallar (currency board); and €) the
rapid expangon of the Argentinean imports.

The expandon of the Argentineen imports became a source of dissgreement with Brexil,
gnce it could endanger the economic plan. The balance of payments became the fragile dement in
the "Cavdlo Flan" and the center of the debate about the conduction of the Argentineen economic
policy. Unstidfied with the impect of the integration process in its economy and afraid with the rise
of Brazlian exports, the Argentinean government expressad ambiguous Sgns about the progpective
continentd integration, as an dternaive to Mercosul.

13 The relevant article reads that "The remotion of all tariffary and non-tariffary obstacles to the trade
of goods and services in the territories of the two State Parties will be achieved gradudly, in the
maximum period of ten years (...)".

14 This Agreement was signed in the ALADI framework and its Article 3 mentions that "both countries
agree to eliminate, at the very last in December 31, 1994, tariffs and any other restrictions to reciprocal
trade”.

15 Cf. Baptista. 1998, p. 34.

16 1n 1990, the Brazilian GNP real increase was -5,1%; in 1991, 1,3%, in 1992, -0,3%; and in 1993,
4,4%. Cf. SECEX/MDIC <www.mdic.gov.br>.

17 Between 1991 and 1996, the Argentinean inflation rate was 115,2%; in Brazil, in the same period, the
inflation rate reached 5.075,9%. Cf. MRE <www.mre.gov.br/Mercosur>.
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Indeed, the "Enterprise for the Americas Initiative™®, promoted by the U.S. President
George Bush, had been launched in 1990. The prgject wasinitidly stagneted, but it was recuperated
in 1994, during the "Americds Summit’, in Miami. The Menem Adminidration, after 1991,
demondrated some sympethy for the continental project. Nonethdess, dueto the U.S. inatiaon the
metter, who never concretdy proposed a free trade agreement to Argentina - éther bilaierdly or in
NAFTA - Mercosur was sill the best dlternative™.

Mercosur dso faced other inditutiona problem during the trangtion phese: its condlitutive
tregty envisaged the credtion of a common market, without spedifying the detalls of the mechanisms
to be crested. Thus, the credtion of a free trade area had not been dearly assarted as a previous
phase to the common market.

The Decison Mercosur/CMC/DEC n. 13/93 filled the loopholes aout the integration ams
when it goproved the Agenda for the Consolidation of the Customs Union. This document
afirmed the credtion of the cugoms union as an essentid phase in the building of the common
market®®. Later, the necessity to consolidate the customs union was ressserted in the Protocol of
Ouro Preto (1994) that consolidated the legd structure for Mercosur.

In Brazl, Mercosur hed been initidly a prgject from the diplomatic area that saw regiond
integration as the hidoric opportunity to credte a new framework of dability, security, and
development in South America However, by the end of the trandtion period, Mercosur gethered
popular support. The business community was involved in the project and began to create an
interest-basad web to sugtain and influence the integration process. Furthermore, the Brazilian "Red
Pan" dso adopted a currency-board mechaniam, and made possible an increasing trade exchange in
theregion.

18 About this Initiative, Oliveira (1997, p. 57) wrote that: “ The ‘Initiative for the Americas was the first
proposal to contemplate the creation of an hemispheric free trade area after the Cold War. Its main
view was to the basis of a new pattern of relationship between the United States and Latin America,
more appropriate with the end of polarization in the international system”.

19 About that period, Correa (1999, p. 8) asserts that "had the United States, in 1992-93, given concrete
sgns that Argentina would be admitted in NAFTA, the [Mercosur] customs union would probably not
have been constituted".

0 Decision 13/93 presents an Introduction, where one reads that: "Integration in Mercosur has attained
many results, especidly in regional trade, that may be qualified as successful. However, different
factors and the evolution of Mercosur itself generate the necessary redefinition of the integration
process and the enrichment of its instruments. Thus, we reaffirm the aim to establish, in 1.1.995, one
customs union as an essential step for the construction of the future common market”.
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The cugoms union entered into force on January 14, 1995, but inditutiond vacuums
perased. The pending agenda lided many rdevant matters for the intrablock free drculaion of
goods, and for the definition of an extrablock common trade policy. Beddes its initid phese
coindided with the economic efforts to contral the effects of the Mexican currency crisis in 19947,
and to guarantee the economic plans of currency stabilizetion.

In 1995, the Miami Summit dso occurred, and it launched the agendafor aFree Trade Area
of the Americas (FTAA), and established 2005 as the deadline for its consolidetion. These events
reinforced the advocates of a degper integration in Mercosur, as a means to guard its identity aong
the future hemispheric negatiaions. These pogtions were kept in the 111 FTAA Minigerid Mesting,
in 1997, when the Find Dedaration assarted formally the FTAA would coexig with the regiond and
bilaterd agreementsin the continent®.

The prospect of FTAA, therefore, put the debate over the accderation of Mercosur in the
center of the regiond foreign policy agenda. After 1998, Mercosur entered in a new phase, which
was ubgantidly affected by the evalution of the regiond economic Stuaion. Until then, the intra-
block trade growth hed incressed formidably.

By January 1999, however, the aorupt change in the Brazlian currency regime devauaion
induded new difficulties to an dreedy complex scenaio. In fact, after the Red devauation, the other
Mercosur countries feared an inveson of Brazilian products on thaer markets. Argentinean,
Paraguayan, and Uruguayan indudtries increesed demands for sefeguards meesuresin the intra-block
trade. These measures had been dreedy regulated by the Treaty of Asuncion (Annex V), and taking
the matter again to the negatiating table was time-consuming. The Brazilian invagon never hgppened,
but the episode diminished the mutud trugt, hardly built among the trade partners

In 1999, some tendencies could be predicted in the regiond Stuetion: @) the firgt phase of the
integration - when trade and scde advantages were eesly gained through tariff reductions - had been
extinguished; b) the complex negatiation agenda rdated to the cugoms union was more time-

2! The Mexican crisis had visible impact to divert investments from Latin America. In Braxzil, foreign
direct investments in 1994 amounted only to US$ 1,9 billion, while in 2000 this amount was comparable
to USS$ 30 hillions. Fonte: BACEN <www.bancocentral .gov.br>.

22 Section 5(b): "The FTAA can co-exist with bilateral and sub-regional agreements, to the extent that
the rights and obligations under these agreements are not covered by or go beyond the rights and
obligations of the FTAA". Cf. Declaration of the Ministeria Meeting, Belo Horizonte, Brazil, May 16th,
1997 <www.ftaa-alca.org>.
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consuming than initidly planned; ¢) economic recesson hit the two main economiesin Mercosur, and
that reduced the negotiators trades-off and increased protectionist pressures from nationd industries
which faced new competitors, the "adequacy regime’, that alowed extra tariffs on sengble sectors
even in the intrablock trade, ended in 1998°%; and €) the intrablock trade was expected to
decrease 25% in 1999.

Unfortunately, these pessmistic expectations were confirmed dong 1999°*. The intra-block
trade recuperated some of its vitdity in the following year, but was again reduced in 2001. The
fallowing graphic illusrates this evolution:
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The graphic demondrates that 1999 ended eight consecutive years of trade expanson and
leed the Mercosur countries to re-evauate expectations and redefine priorities The dash of trade
interests and the rise of protectionis measures made possble the fird cases submitted to the

% Brazil had few products in this exceptiona regime, and thus received smoothly the impacts of the
intra-block trade. The other Mercosur partners, however, suffered a higher impact, that provoked
protectionist reactions from nationd industries. See Corréa, 1999, p. 24.

24« Another blow to Mercosur’. Disponivel em: <www.economist.com>.

% Source: SECEX/MDIC <www.mdic.gov.br>.
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Mercosr digpute sHttlement sydem, involving dams agang nationd messures for indudry
protection and concessions of subsidies™.

Facing this new crisis, the Mercosur State Parties relaunched the block in 200077, as a
politicd 9gn of confidence in the regiond integration. This paliticdl move was shedowed by the
increasing ingtahiility in Argentinaand the dow recovery of the Brazilian economy®.

Therefore, ance 1999, Mercosur had a smdl evalution on the srengthening of the customs
union, and vary few products were exduded from the Common Externd Taiff. In goite of the
economic gans in the firs decade of Mercosul - intrablock trade increasad four times during this
period - the integration project faces increading problems as conseguences from economic indability
and pdlitical inertia®®.

In fact, while in Argentina the economic crisis took the regiond integration to a second leve
of concern, in Brazil dl the attentions are directed to the next generd dections (October 2002). In
this context, the consolidation of Mercosur is no more a palitica priority, and the aforementioned
urgency in the building of a cohesve regiond project, before the FTAA, has dminished, as a
consequence of the unpredictable U.S. behavior on the matter.

[11 - Regional integration and human security

The end of the last century weatched the impressve growth in the number of regiond trade
agreaments. More than 70 agreements were natified to the GATT/WTO in the lagt two decades
and dmod every country in the world is somehow involved in some regiond arangement. These

% The Mercosur dispute settlement system was regulated by the Protocol of Brasilia (1991), based on
amechanism of ad hoc arbitration. Since 1999, eight cases have been decided, involving Argentina and
Brazil (six cases), Argentina and Uruguay (one case), and Brazil and Uruguay (one case). In February
2002, the system was revised in the Protocol of Olivos that created an appeal mechanism based on the
WTO Dispute Settlement Understanding. For the cases decided in  Mercosur, see
<http://www.mercosur.gov.uy>.

2" Mercosur/CMC/DEC n. 23/00.

%8 The Brazilian GNP growth rate in 1998 was only 0,2%; in 1999, 0,8%; in 2000, 4,4%; and in 2001,
1,5%.

% According to Mueller (2001, p. 16): “free trade agreements tend to stagnate or disintegrate. With the
lack of the goal of deepening the integration, they usually mutate towards low-level ‘trade councils
with a concentration on a few specid agreements that rarely go beyond the liberdization that is being
achieved at multilateral levels'.
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agreaments shdl be compatible with GATT Artide XXIV*°, and some common grounds may be
inferred from their condtitution.

In economic terms; regiond integration is judtified on the better resource alocation, on scde
gains brought by an enlarged market, on the growth of investment capecity, on amore efficient labor
divison, on the dimulus to competition, and on better production qudity. Neverthdess, the palitical
arguments may gppear ill more rdevant than the economic gains. Thus, economic integration may
be an dterndive to regiond conflicts, such as the European Cod and Sted Community, which was
imagined as an dternative to the secular French-German warfare®™, or to reinforce the negotiation
power of the involved States facing other interests™.

Besdes the orementioned arguments, one may add the "demondration effect” provoked by
the European experience. This experience has been used, in different degrees, as a paradigm to more
recent regiond agreements. At the same time, one may natice the attraction that successful regiond
integration provokes on is neghbors

The latter assartion may be higtoricdly demondrated by the European enlargement in the last
decades, dthough the reasons for this enlargement go beyond the new members desire to participate
in an eventful venture. In fact, many countries are d<o dtracted by the fear that the evalution of
regiond integration may imply new bariers to non-members Thus the goprenengon with contingent

% Article XXIV.4 of GATT reads that: “The contracting parties recognize the desirability of increasing

freedom of trade by the development, through voluntary agreements, of closer integration between the

economies of the countries parties to such agreements. They aso recognize that the purpose of a
customs union or of a free-trade area should be to facilitate trade between the constituent territories
and not to raise barriers to the trade of other contracting parties with such territories’.

3 Even in NAFTA, political gains would surpass economic advantages, according to Krugman (1997,

p. 165): “If the United States rgjects NAFTA, it will virtualy be asking for a return to the bad old days

of U.S.-Mexican relations. For the United States, this agreement is not about jobs. It is not even about

economic efficiency and growth. It is about doing what we can to help a friendly government succeed.

It will be a monument to our foolishness if our amost wholly irrationa fears about NAFTA end up

producing an aienated or even hostile nation on our southern border”.

% One example may be find in the Treaty of Asuncion, whose preamble grounds the South Corner

block as an adequate answer to the other existing regional agremeents. “Teniendo en cuenta la

evolucion de los acontecimientos internacionales, en especial la consolidacion de grandes
espacios econémicos y la importancia de lograr una adecuada insercién internacional para sus
paises’.
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protection measures was convearted on an important incentive to search the gatus of member in
neighbor integration agreements™.

From the world economy viewpaint, the impact of a regiond integration agreement will
depend on the nature of such agreement - if a free trade areg, a customs union, a common marke,
or an economic union - and on the leve of the intracblock trede liberdization. Treditiondly, the
economic literature evauates this impact basad on the pogtive promoation of trade (“trade cregtion”)
or the creation of barriers againgt extra-hlock trade (“trade diversion”)®*. One common concem is
that the use of new tariffs on non-members goods may induce the trade of less competitive products,
denying nationdl consumers and industries the acoess to more affordable goods™.

More recently, the economic literature has presented ariticdiams againg the huge number of
regiond trade agreements, consdering the dameage they may provoke on multilaterdism, and their
tendency to "guarantee free trade to members and rdlative protection against non-members” *°.

In the inditutiona view, the literature on the subject points phases, or integration leves that
may be characterized according to the degree of interdependence among nationd economies. These
phases, nominated as ided-types, do not necessrily correspond to one peremptory legd phese,
snce many legd modds may be used to give legd grounds to the integration process’”. In other

% See Hoekman & Mavroidis, 1996, p. 225. According to these authors, the potential use of trade
defense measures increases in regiona agreements, because: a) “the expected pay-off for a unit of
lobbying effort increases because the size of the protected market is bigger”; b) “once a common
external trade policy applies, decison-making structures may be biased towards more rather than less
protection or intervention”. Litvak (1995, p. 596) asserts that one example of this tendency is the
European farm sector, that became more protectionist after 1960.

% According to Robson, “trade creation refers to a union-induced shift from the consumption of higher-
cost domestic products in favour of lower-cost products of the partner country (...). Trade diversion
refers to union-induced shift in the source of imports from lower-cost external sources to higher-cost
partner sources’. The economics of international integration. London: Allen & Unwin, 1987.
Apud Marceau, 1994, p. 174.

% On this matter, see Yeats, 1998, p. OL.

% Bhagwati, 1996, p. 865. This author proposes restrictions to the acceptation of regional agreements:
“First, | would permit a PTA [preferentia trade agreement] that is building a common market with full
factor mobility, a common externa tariff, and even politicad integration (...). Second, | would permit a
PTA where it represents the only way to achieve multilateral free trade among nations because the
multilateral trade negotiations process made available by the GATT/WTO is stalled” (Marceau, 1994,
p. 869).

3" According to the currently accepted models: &) in the free trade ares, there is the free movement of
goods and products among member states; b) in the customs union, members adopt a common externa
tariff, and harmonize their tax, monetary, and currency policies; c) in the common market, there is
complete freedom of productive factors; d) in the economic union, the highest integration phase, the tax
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words, there is not a drict correspondence between legd requisites and integration pheses Thus
athough the adoption of acommon externd tariff should correspond to the harmonization of customs
legidation, this is not dways true, for indance This Stuation may be explaned by pdlitica
divergences among the trade partners thet obdruct legd uniformity.

Therefore, one may not imagine thet regiond integration is dways a tranquil path. The
harmonization of macroeconomic polides and legd provisons depends on long and complex
negatiaions, and the atempts to expedite this process proved impracticable even in the European
experience. In Europe, as in other integration experiences, the bdief that the market done would be
cgpable of regulaing the integration evolution proved aliberd superdition.

Economic theory demondrates that trade liberdization, whether in multilaterdl or regiond
soope, brings mulitiple benefits However, the impact on wedth digribution is not autometic. Without
a palicy for wedth didribution, the bendfits from trede liberdization become reachadle to few
netiond dtizens The conssguence is not only the oppostion of margindized sectors but dso
demands for high cusoms taiffs advocated by indudries who are directly affected by foreign

competitors.

Moreover, trade liberdization concentrates its efforts mainly on simulaing the more efficent
resource dlocation, without further concan for wedth didribution nor sodd judice The
consaquence is aggp between the trade agenda and the deve opment agenda thet involves sodid and
palitica factors usudly ignored by trade liberdization.

The theoreticd ggp between trade liberdization and economic deveopment increases with
the liberd gpproach. That explains why other theoreticdl modds that involve sodd concerns have
been gaining rdevance in recent academic ressarch. The conogpt of human security may be
undergood in this environment, Snce its scope reflects the connection of many dements, such as: the
reinforcement of humean rights, the drengthening of democratic inditutions, the dimination of sodd
inequdlities, environmental concarns, the attention to the soreading of knowledge and technology asa
means to reduce economic inequdities, the concerns about globdization and its sodd implications,
and the discernment on the world finendd dimension.

and monetary policies are unified. For a current approach on the matter, see Marceau (1994, p. 167-
192), Hoekman & Mavroidis (1996, p. 213-234) e Garré Copello (1991, p. 13-32).
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The concept of human security dill lacks a precise definition. The conoegpt's vagueness and
comprigng character were recognized by the United Nations Commisson on Human Security
(HSC)®. In its second mesting, the Commission adopted temporarily the concept developed by
Shina Alkire, in Conceptual Framework of Human Security™, dthough the Commission
asxrted thet theit would demand future refinement.

The origin of the concept of human security is generdly identified with the United Nations
Development Program Report (1994). That report conduded thet the changes in the world
scenary dter the Berlin Wall, the end of the Cold War, and the collagpse of the soddigt regime,
would demand the adoption of a new perspective to andyze internationd rdations and to condruct
the collective security. Thus, the redis doctrines centered on the use of force, tarritorid integrity, and
political-economicd autonomy, were criticized, while the necessty of a new modd of security
became evident. A modd not basad on daes nor nations, but on individuas This is the people-
centred aspect in the concept of human security™.

In the rlevant literature, Some steps are commonly indicated as essentid to the condruction
of human security: @) the promation of deveopment, emphasizing famess, sudtanahility, and popular
paticipation; b) commitment with peace as a means to amplify the human security agenda; ¢) new
North-South agreements basad on fairness, and not on charity, emphasizing the globd didtribution of
opportunities and the economic organization; d) equa access for goods from deve oping countries to
the world markets and the reduction of bariers to free trade; €) reform of internationd inditutions,
soecidly the IMF, the World Bank, and UN; and f) increase the rale of dvil sodety. Thus, the
promotion of human security demands farness, sudanability, demoordization, and socd
patidpaionin al decson levds

% The HSC was created in January 2001. It works in New York, and to this date has promoted three
meetings. Greentree Estate/New York (June 8-10, 2001); Tokyo (December 15-17, 2001), and
Stokholm (June, 8-10 2002). The fourth meeting is scheduled to January-March 2003, and the Japanese
government has manifested its interest to host it.

* n this document, the following definition is found: “The objective of human security is to safeguard
the vital core of al human lives from critical pervasive threats, in a way that is consstent with long-
term human fulfillment”. <www.humansecurity-chs.org>.

“0 According to Bajpai (2000, p. 14), "Human security is not a concern with weapons — it is a concern
with human life and dignity...It is concerned with how people live and breathe in a society, how fredly
they exercise their many choices, how much access they have to market and socia opportunities — and
whether they live in conflict or in peace”.
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Any higoricd reseerch shal demondrate that these concerns have, for long, been present on
the debates on internationd rdaions Nevethdess, the current moment conjugates some dements
that turn more rdevant the concept of human security. On one hand, the recognition thet internationd
problems became more vishble and interdependent, requiring specific andyds and a high degree of
politicd and sodid mohilization. On the other hand, contemporary sodiety digposes of more efficient
mechaniams to coordinate collective meesures (such as the drengthening of mulltilaterdism, and
sable and palitically acceptableintemationa organizations)™.

However, the condruction of human security demands socid resources (mobilization),
economic finandng, and palitical will. These resources depend not only on the regular functioning of
democradies, but aso on the simulus to public discussior™. Under this gpproach, human security
a0 encompasses other priorities, such asthe access to qudity education and hedth.

As to globdization, the promation of human security points the necessity of its advance in
metters relaed to wedth digribution and reinforcement of democracy. Another debéate rdaesto the
link between economic liberdization and sodd ingebility, and the mechaniams to avoid this
ingability. Furthermore, mechaniams to assat generd wefare, such as free movement of people,
goad levd of consumption and information, and persond security, are dso incorporated to the
concept of human security by current literature™.

On what concerns trade liberdization, the literature on humean security percaives it not only
as source of opportunities, but dso as a chdlenge to socid wdfare. In fat, if the market has crested
new economic horizons, it isadso known that protectionist barriers and disrepect to internationd law
menece the dability of the multilaterd sysem. Thus, if developing countries have adopted impressve
steps towards trade liberdization™, one may dso question if: (8) there was a counterpart in market

1 In this sense, Sen (2000, p. 02) asserts that: “[w]e live in aworld that is not only full of dangers and
threats, but also one where the nature of the adversities are better understood, the scientific advances
are more firm, and economic and socia assets that can counter these menaces are more extensive.
Not only do we have more problems to face, we aso have more opportunities to deal with them”.

*2 The democratic consolidation is essentia to the concept of human security, according to Amartya
Sen (2000, p. 3-4): "Democratic participation can directly enhance security through supporting human
dignity (more on this presently), but they aso help in securing the continuation of daily lives (despite
downturns) and even the security of survival (through the prevention of famines)”.

* Following this path, the Il HSC Meeting recognized that: “The redl issue is whether the enormous
benefits potentialy generated by globalisation are being equitably shared, and how we should choose
among the alternative scenarios in which all parties gain”.

“ See Evenett, 1999, p. 05.
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opening in developed countries; (b) trade liberdization has brought soreed advantages to the locd
population.

In this respect, regiond trade agreements - and Mercoaur is an example - reinforce human
security asfar asthey condiitute the firgt step towards a sdlective and gradua economic liberdization.
While srengthening regiond economic links, the member dates may build effective ingruments to
limit the negative impacts of free trade and acquire internationd experience to negatiate in the
multilatera levd. We should dress, however, that the regiond agreements are nat, in economic
terms, an dtenaive or subditution to the multilaterd trading system, but a "building blodk”, an
important brick to construct the system'™.

IV - Thecurrent Stuation in Mercosur

In the case of Mercoaur, its importance assumes paticular characterisics Although
meacroeconomic data paint to its weskening and the project of hemispheric integration seduces the
Member States with dlegedly superior advantages and access to a more important market, there are
dill sound arguments to sudtiain the continuity of Mercosur. In fact, the gpproach between Argentina
and Brazl, which is in the root of regiond integration, is fundamentd to presarve Sability and
collective security in the Southern Corner.

The Iguazu Dedaation, in 1985, put an end to centuries of misrugt and rivdries in the
region, when the two bigger Lain American economies atempted autonomous development
projects, while they spent precious resources on reciprocal menaces. The cregtion of Mercosur
dlowed the military risks to be disspated, and economic interdependence took the Member States
to identify the others as partners in a trangtion from a "'lost decade’ (the 1980s) to a new phase of
progperity and deveopment. Although the economic history has not yet reeched this hgppy end, the
paliticd argumentsin favor of regiond integration are ill intact.

Infact, if economic interests were decisve to promote the Treety of Asuncion, other reasons
were a0 conddered. The underganding of these reasons is arudd to redlize the comprehensve

* A different approach is adopted by Ethier (1998, p. 1.154). According to this author, regionalism is a
symptom of the success of multilateralism (“the success of multilateral liberalisation induces a switch to
regionalism, and the switch sustains the pace of liberaisation above what multilateral negotiations could
deliver").
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ambitions lad in Mercosur and its rdle in the consolidetion of democracy. A good example, on this
Ny is the immediate reaction from Mercosur partners during the palitical arigs in Paraguay, in
1996. But other postive effects may be demondrated, based on poverty reduction, with economic
growth, on the gimulus to intra-block investments, with the adoption of legd meesures to fadlitate
cgpitd dreulaion, and on the promation of culturd exchange.

Thus, Mercosur may not be characterized as a regiond agreement to protect inefficent
producers and divide locd market. It represents the building of amgor project, with politica, socid,
and culturd impact. Under this perspective, we may assart its importance as a mechaniam to
promoate humean security in the region.

Neveathdess, Mercosur's future devdopment will depend on many vaiadles. Some
gructurd and inditutiond characteridics may hdp to undersand these variables In inditutiond
terms, Mercoaur is currently a customs uniori'®, and this phase may be prolonged, since the initia
ambition for a common market was diminished in face of legd difficulties met during the trangtion
period (1991-1994).

On the other hand, Mercosur involves nationa economies with a disproportionate weght,
which were rapidly integrated, with ahigh leve of intra-block exchange®’. That occurred even during
acute macroeconomic indability that provoked serious osdlldions in the trade bdances The
collgpse of the Argentinean economy and the uncertain dectionsin Brazl contribute to turn gill more
ingable the regiond gtuation, and to foster questionings about the future of Mercoaur.

In Soite of repeated crigs and current uncertainties, the evolution of Mercosur is ill one of
the most important projects of locd governments: This expectation, however, will depend highly on
the gabilization of the Argentineen economy and the growth recovery that dlows the dynamic
Stuation that characterized the early period of Mercoaur.

6 When Mercosur was analyzed by WTO, the Mercosur representative asserted that “the Southern
Common Market has been a customs union since 1 January 1995, by sovereign decision of its four
States Parties embodied in the decisions adopted at Ouro Preto, Brazil, in December 1994”. WTO,
1995, p. 8.

47 “Between 1991-96, the [intra-block trade] average annua growth was 27.3%, compared with a
12.8% rate in the extra-block trade exchange growth rate. In 1997, the growth would be 19.9% [intra-
block] and 14.4% [extra-block]. In the same year, the intraaMercosur trade represented even 22.4%
(almost ¥4 of the total foreign trade of its members. The intra-block trade increased from USS$ 5.1
billions in 1991 to more than US$ 20 hillions in 1997. Conversdly, in 1998, for the first time since
Mercosur was created, the intra-block trade fell 0.5%" (Corréa, 1999, p. 22).
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In inditutiond terms, the Treaty of Asundon is an essantiadly economic agreement, which
envisges a future common market. The evolution of the process, however, encompassad other
meatters, such as the coordination of foreign policy, and the judicid and security cooperdtion. This
enlargement evidences palitica interest on the process, and a o the hope that the current crisis may
be surmounted. Many examples of this enlargement may be dited:

- in 1995, Mercosur and European Union dgned an inter-regiond cooperation agreementt,
that seeks to srengthen the current relations and prepare the conditions to cregte the future Inter-
regiond Assodation, whose pillar shl be the progressive implementation of trade liberdization. The
agreament involves cooperdion in different fidds, such as trade, environment, transports, scence
and technology, and represson to drug-trafficking.

- Mercosur has cdebrated free trade agreements with Chile (1996) and Boalivia (1997),
enlarging the access of different goods to those markets Both Chile and Balivia became "assodiate
Saes', and Shdl become full membersin ten years

- in 1998, the agreement for the creetion of a free trade area between Mercosur and the
Andean Community was sgned, expresdy envisaging the degpening of regiond integration in Latin
Americaand to build legd indruments do promote regiond developmertt.

- in 1998, the Protocal on Democratic Commitment, between Mercosur, Balivia, and Chile,
was dgned in Ushuaia (Argenting). This Protocal recognized the democratic inditutions as
indigpensable condition for the existence of Mercoaur.

- in the same mesting, the Mercosur countries Sgned a palitical dedaration that asserted
Mercosur as a peace zone, that reinforced the mechaniams, anong Member States, of consultations
rdaed to security and defense This dedlaration dso marked the commitment to messures that
promote mutud trugt in the region.

- many other different agresments rdaing to judidad cooperation and security were Sgned
among the four Mercosur members, Balivia and Chile, and spedid meetings were scheduled among
the Minigers of Judtice and Interior.

In spite of these vishle advances in the indtitutional gohere, the functioning of the cusoms
union 4ill is the unaccomplished and fundamental dement for the evolution of Mercosur. On the
other hend, the inditutional cooperation sarves as an important link to promote development and
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reinforce demoaraic inditutions This is a naurd conseguence of longterm ambitions in any
Integration agreement thet envisages more than trade liberdization.

In this sense the coordination of foreign policy, paticulaly in the negatiaions with the
European Union™® and in the FTAA, is exdtremdy important for the future of Mercosur countries, for
this coordination may increase their bargaining postion and cregte opportunities for trade gains. At
the same time, the coordingtion of foragn palicy may serve as a mechaniam to promote human
security, Snce it favors fairer North-South reations and a better distribution of opportunities.

That explans why one of the grestest chdlenges for Mercasur will be the negatiation of the
FTAA. The main risks derive from the assmetric economic power of the involved countries, not only
In dimengon terms, but dso relaing to technology, productivity, and capaaity of market penetration.

Thus, the congtitution of a hemigpheric block may represent a menace to the continuity and
consolidation of Mercosur. Anyway, a hypotheticd and - in the gpproach adopted in this work -
undesrable dissolution of Mercosur would only ooccur as an express dedison of its members. In
other words, the creation of a hemigpheric free trade area does not imply automaticaly the end of
other regiond agreaments, as mentioned above. In the case of Mercoaur, the FTAA may diminish
the rdevance of regiond trade, but Mercosur possess a common palitica vaue and a spedific
higtoricd identity that can be maintained, and that will not be bilt in the hemigpheric sphere

V - Concluson

Mercosur crossed important steps towards the promotion of regiond integration. The free
trade area is dready a redity, dthough some indudries require adjusments and dimingtion of
remaning bariers. The cugoms union, born in 1995, is 4ill a process to be pefected.
Concomitantly, dements of the future common market - such as sarvices, government procurement,
and macroeconomic palidies - are baing negatiated. The initid dynamic evolution, however, was
hindered by economic arigs and palitica turmail.

Snce 1998, the intrablock trade has not mantaned the ealy dynamics. Currency
turbulence, @ther in Brazl and Argenting, are criticd dementsto condder in any prognos's about the
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future of trade liberdization in Mercoaur. In fat, the economic crigs promotes protectionism and
unilaerd bariers to regiond trade, which may cregte resentment and disputes, dehilitating the
reciproca confidence bilt dong the lagt decades

In soite of this somber economic scenario, some optimism may il be found in rdation to the
political future of Mercosur. In fact, the rdevance of regiond integraion goes beyond trade
liberdization, and is grounded on the promation of trugt, democracy, and security in the Southern
Corner. As painted al over this text, the diminishing of regiond tensgons and of defense expenses
would be areason enough to judify the enthusasm and the Mercosur's exigence.

This reason has been gpprehended and vauated by cvil governments Therefore, advocating
Mercoaur's continuing exigence may be judified as a bdief that regiond integration shdl be a
rlevant dement for the promation of economic development and human security in the Southern
Corner.
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