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Abstract: 

This thesis deals with regional integration in South America. The intent of this thesis is to help 

explain the new wave of integration in the region through an internal perspective of its particular 

circumstances. Utilizing integration theories, historical analyses and institutional comparisons 

through the use of standardized methods of fair evaluation we investigate the important 

characteristics of South American regionalism. To give the reader a greater understanding of the 

complexity of regional integration attempts in the region we take a comprehensive approach to 

the many sub-regional attempts in the past: how they started, their goals and their current status. 

From this approach we draw some lessons for the future of regional integration in South 

America.       
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INTRODUCTION 

 Governing structures have been a necessity to society as far as the history of civilizations 

recalls.  While many regions have seen the disintegration of governing structures into a variety of 

nation-states with different shapes, sizes and cultural make-ups; there have also been some 

outstanding examples of integration. In the last couple of centuries economic shocks, 

international media, multi-national organizations and many other characteristics of our 

globalized world have shown that people are dependent on another despite their differences in 

national governments, cultures or borders. If dependency is inevitable it may be reasonable for 

national entities to converge into larger government structures with federal-like systems that will 

benefit the region by increasing the economic growth, diplomatic powers and social development 

of its people.   South America, a continental region within the Latin American culture is a 

particularly interesting region where one could expect to see more integration. The countries of 

South America share many characteristics in common: similar colonial experiences, the 

dominant influence of Catholicism, similar ethnographic make-ups and Latin-based languages. 

Given the many similarities among the South American countries why do we not see a larger 

degree of integration in this region?  

 South America has attempted to integrate this region since these nations became 

independent. Until this day, however, no sustainable advances have been made. Regional 

integration is a very complex process whose success depends on many factors.  The regional 

political and economic instability caused by recurrent internal wars, coup d’états and economic 

crises have greatly hindered the regional integration attempts in the past. Despite of the 

challenges the integration interests have not waned in the region and have created a proliferation 

of regional integration schemes focusing on economic integration. Attempts for integration in the 
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past have been very ambitious and although some positive results have come out of these 

schemes, their attempts at economic integration have been less impressive. Integration in South 

America must be customized to meet the necessities of this region. If regional integration is 

going to be achieved, it must seek to implement pragmatic integration projects and build a 

regional identity, which will draw the democratic nations of South America to seek further 

integration. The argument that I present in this thesis explains the lack of achievements in the 

South American regional integration, drawing lessons from its past experiences, and from the 

experiences of the European Union (EU).  

In 1950s the most advanced attempt at economic integration was made in Europe with the 

EU. Since then we have seen a vast growth of other regional integration attempts around the 

world. Studies made by scholars have tried to explain the lack of advancement of regional 

integration in other regions, seeking to recommend better methods for integration. The attempt of 

this thesis is to do a similar analysis as those made by other scholars, but with a more 

comprehensive understanding of the many factors that affect the effectiveness of the South 

American integration. Two factors to which we are particularly interested in highlighting are the 

different backgrounds of this region which makes these integration experiences different, and the 

role that institutions play in determining the effectiveness of these integration attempts. In order 

to do this, we will first give some conceptual background on regional integration. At the end of 

this chapter we will set up the format in which we will study the South American integration 

experience in this thesis. 

CONCEPTUAL BACKGROUND AND THE SOUTH AMERICAN EXPERIENCE  
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According to Walton Mattli (1999), regional integration is a process of “providing 

common rules, regulations and policies for a region”(p. 44).  The best way to understand the 

application of this process is through the conditions explained by Andres Malamud’s (2004) 

demand and supply analysis: 

[The] first necessary factor behind a good regional integration is a “demand 

condition (Mattli, 1999, p. 43) for integration, be it called economic 

interdependence (Moravcsik, 1998) or increasing transactional activism (Sweet & 

Sandholtz, 1997). The second also necessary factor- but allegedly like the former, 

not sufficient- is a “supply condition”(Mattli, 1999) i.e., either institutional 

arrangements or regional leadership, or both.… [However] supply conditions may 

suffice, under certain circumstances, to account for origin, re-launching and 

(partial or provisional) success – and, unquestionably, also for stalemate or 

reversal notwithstanding favorable demand conditions (p. 9) 

Many of the characteristics used to explain the integration process by Malamud are derived from 

the EU-experience. Theories such as intergovernmentalism, neofunctionalism and social 

constructivism were some of the earliest and most encompassing theories from where these 

studies of regional integration derived.  

  The rationale of intergovernmentalism relies on states as the main actors in the decision-

making process of regional integration. In this view, the achievement of regional integration 

depends on the levels of economic interdependence as a necessary condition for the further 

advancement of integration. This theory does not attempt to explain the evolution of integration 

as a continuous path but rather as a collective process of individually made decisions that are 

independent from any previous agreements (Moravcski, 1998). The rationale of 

neofunctionalism in contrast focuses on regional integration as a process built on the spillover 

effects that could be captured by further integrating policies and customs of a group of states. 

This theory does not explain what caused the inception of this process; it focuses on the 

development of the process (Schmitter, 1970). In this approach the main actors are not states but 
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rather the supranational bodies and interest groups whose bargaining advances further integration 

(Malamud, 2004). The social constructivism rationale focuses on the creation of regional 

awareness and regional identity as a form of drawing communities together in an cohesive 

manner. The intended target for regional integration “depends on a sustainable… sense of 

community [that is] based on mutual responsiveness, trust and high levels of ’cognitive 

interdependence’” (Caballero, 2009, p.18) .  Although this approach bases its cases on the studies 

of security communities, some of its aspects could also be used to understand other forms of 

integration. In my interpretation, all of these theories although sometimes contradictive, as the 

neo-functional and intergovernmental approach, are complementary and show different factors 

that determine the process of integration in regions with democratic political systems. 

Institutions, national governments, social groups with economic and non-economic interests all, 

within their powers, direct the process of integration. Intergovernmentalism can best identify the 

role of the national governmental actors in the regional institutions decision-making process. 

Neo-functionalism describes the role of social groups and supranational institutions in promoting 

their regional governments to seek further integration, and finally social constructivism 

demonstrates the social ‘cognitive’ which incentives people at large to incite their national 

governments to seek further integration.  

 In the studies of the integration of the EU there was also a contrast in the type of 

integration that each scheme attempted to form. This could be seen as well in the integration of 

the European area where its early versions of integration sought a political integration like that 

seen in the European Defense Community, while others sought a purely economic integration 

like the European Free Trade Agreement.  In the trajectory of studies, however, these projects 

can be seen as complementary factors (Brou & Routa, 2007), which demonstrate different forms 
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of integration (Malamud, 2004). Most of these developments about regional integration are 

reflective of the European environment, and, while some of the lessons may be applicable to the 

South American case, studies of the special circumstances of the region must be taken into 

account. 

 Since the 1960s, the focus of regional integration in South America has been on 

economic integration of the region. The analyses of the waves of regional integration in South 

America demonstrate this to be the case for at least the first three waves; the fourth seems to take 

a new direction (see all charts in Appendix).  According to Dabene(2012), the waves of 

integration occur through the convergence and diffusion of new policy paradigms. The 

convergence occurs due to the similar political and economic environments in the region and a 

diffusion of similar norms or ideas that interest groups press on their national governments. 

Separate interest groups induce their countries to take up their views and approaches, thus 

shifting the regional policy paradigms. Dabene’s study is particularly interesting because of its 

focus on the different characteristics the South American region like the weight of the president’s 

role and the institutional stickiness. Given the large powers of the presidents in South America, it 

considers the important roles that they take as the key actors in this integration process 

(Malamud, 2003). He also considers the stickiness these integration institutions which despite 

their failure in realizing their goals they continue to exist (Pierson, 2004). This is important since 

some of these institutions evolve through time but still remain with some path dependency from 

their initial intents, which does not allow for a change across the board during the “rebirth” of 

some of these institutions (2012, pp. 4-5).. 

 My interpretation of the table (see table 1) proposed by Dabene (2012) focuses on the 

region of South America and the institutions studied by this thesis. In Dabene’s version there is 
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also a study of other factors such as key actors, methodology and external influences. While they 

are not included for the purpose of my table, it does not negate the influences of such.  The chart 

above also explains the waves of regional integration that have affected South America. The 

institutions, the convergence, the agendas and their effects on the region are discussed in more 

depth in the Institutional Development section within chapter two. It is the paradigms whose 

macro-level importance guides this study.  

 The convergence of the first wave reflect the economic and political times from 1930-

1948. The economic description of these times is written by Raul Prebisch during his position as 

the Director for the Economic Commission for Latin America (ECLA) (Dabene, 2012). The 

writings by Prebisch establish a paradigm of developmentalism and structuralism that seeks 

government participation as a method of encouraging economic development (O’Toole, 2007). 

Two institutions that formed during this time were the Andean Group (AG) and the Latin 

American Free Trade Agreement (LAFTA).  

 The second wave’s convergence, which based itself on the disappointment of 

structuralism, reflected itself in South America by the loosening of goals in the LAFTA, which 

then became the Latin American Integration Association (LAIA) (Dabene, 2012). The third wave 

was influenced by the lessons learned from the 1982 Latin American economic crisis (Palma, 

2003), which introduced a new paradigm of neo-liberalism, set an agenda for trade liberalization 

(Dabene, 2012), created a new shift into open regionalism and set an agenda for region creation  

(Mansfield & Milner, 1999). In the third wave, the Southern Common Market (MERCOSUR) 

saw its formation, and the AG was reformed into the Andean Community of Nations (CAN) 

under the influence of this neo-liberal/open regionalism paradigm. The fourth wave’s 

convergence is due to the economic crises that affected the region in the late 1990s (Malamud, 
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2005) and the lessons learned about structuralism and neo-liberalism in the previous waves. A 

key aspect of the fourth wave is the rise of the political left in Latin America (Dabene, 2012). 

This latest wave argues for neo-developmentalism, which is a combination of ideals from open-

regionalism and structuralism that seeks integration by more than just economic means, a post-

trade integration. This fourth wave saw the birth of two organizations the Union of South 

American Nations (UNASUR) and the Bolivarian Alternative for Latin America and the 

Caribbean (ALBA). 

 South American integration attempts are a complex process that differs from other 

regional integration developments due to the special circumstances of this region. But some over 

compassing theories and characteristics of the EU-experience serves as a helpful case study 

where lessons could be drawn. This thesis will look at the three theories of neofunctionalism, 

intergovernmentalism and social constructivism as reference and the levels of integration as a 

form of describing the events in South American integration. The purpose of this my thesis is to 

draw an analysis from these South American developments. For this we are going to set up the 

historical background of this region, looking at the developments leading to independence which 

demanded for the first attempt at integration in 1826. Then we are going to focus on the most 

recent developments for integration, with a special focus on the CAN and the MERCOSUR as 

the most prevalent institutions of the wave before the current one. Given their similarities in their 

economic goals but different approaches these two attempts will serve as a comparison of 

approaches. We will also look at the prospects for the UNASUR and ALBA highlighting some 

of the promising factors of these new developments and some of the challenges it will face. 

Finally we are going to make some recommendations as to how the new wave of integration in 

South America may develop greater level of integration.  
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BACKGROUND 

 In order to understand regional integration in South America, it is important to first look 

at the history of this region.  In the 1700s South America was divided into four viceroyalties held 

by the Iberian Peninsula: Peru, New Granada, La Plata and Brazil (Encyclopedia Britannica Inc., 

2013). Of these, the first three were Spanish possessions, while the latter remained under the 

control of Portugal (See Map 1). This organizational system of the colonies had been around 

since the 1500s. During this time, Spain and Portugal saw great economic benefits in controlling 

its colonies in South America. The mercantilist trade system allowed these colonies to trade only 

with its colonizers (Coatsworth, 2008). The social structure established over centuries worth of 

time, also permitted the Iberian colonizers to manipulate its colonies economic structures to their 

benefit.  

 While the social stratification of the colonies was very complex, three major groups could 

be classified by political and economic power. The lower class made up of indigenous tribes and 

African slaves provided a reliable labor resource that would work mainly in plantations and 

mines. The middle class, made up of racially-mixed Americans who worked as merchants and 

lower government officials, facilitated the channels of trade and control with the Iberian empires. 

The upper class, made up of Europeans born in America (criollos), and Iberian-born descendants 

(peninsulares), occupied the higher roles of power in economic and political positions. The 

Viceroys and other high positions, however, were occupied by peninsulares only. Through time 

these separations became problematic as the social structures of the colonies began to change and 

new identities separate from the Iberian ones began to form. Toward the end of the Iberian 

empires, the Iberian-American society began to demand more control over their region (Charlip 

& Burns, From Conquest to Empire, 2011) .  
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THE FIRST ATTEMPT AT REGIONAL INTEGRATION 

 The Independence of South America from Spain and Portugal in the early 1800s greatly 

helped shape the society of the region into its current structures. While this process was very 

complex it can be best understood in terms of supply and demand. Each of the social classes 

demanded different things from the colonial structures. The Iberian-born upper class, which 

accounted for the minority of the population in the region, was most satisfied with the structure 

given their privileged positions. The American-born upper class was not content, wanting equal 

political standing with their Iberian-born counterparts. The lower classes, which made up the 

majority of the population, demanded social rights (Martin & Wasserman, 2010). The middle 

class, demanded freedom for economic trade and more political say in the governmental 

structure of the colonies. The Iberian colonizers, through their political control, were the 

monopolistic supplier of these social privileges. However, giving into the demands of the non-

Iberian-born population was not in the best interest of the colonizers, and the threat of execution 

served to repel early attempts at revolution on the continent (Means, 1919). 

  Out of all the demands, the most threatening to the power and interests of the Iberian 

colonizers were those made by the American-born upper and middle class. Francisco de 

Miranda, known as the Precursor of American Independence, is a good representation of these 

classes. Born in 1750 in Caracas, Venezuela, he was the son of a wealthy merchant from the 

Canary Islands (Racine, 2003). Having been influenced by the independence movements of the 

time, Francisco pursued a similar movement in his native region. For this he organized a secret 

institution in London between the late 1700s and the early 1800s. This institution known as the 

Gran Reunion Americana was made up of American natives from the region (Zeldis, 1998). It 

played an important role in the independence movements, allowing for Francisco de Miranda to 
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spread his ideals to other young leaders of the upper and middle classes. Among them were 

several protégés of Miranda, such as Simon Bolivar, Bernardo O’Higgins and Jose De San 

Martin, who later would lead the independence movements of South America (Zeldis, 1998). 

The channels of communication, organizational opportunities, and trustworthy alliances that this 

institution created were very important for the young leaders of the independence, who would be 

at risk of death or imprisonment if their intentions to liberate South America came to light. A 

credible commitment amongst these actors of independence would be needed in order to 

overcome the collective action problem, which will provide a greater outcome (independence) 

for the group if it collaborates rather than each pursuing its own individual interests. 

 Despite the existing demands of each social class, the Iberian colonizers who were 

controlling power were unwilling to make any concessions. Fortunately for the colonies, an 

opportunity for social and political change presented itself in 1807. When the Napoleonic Wars 

in Europe took control of the Spanish crown, Spain diverted its political and military resources 

previously used to control the colonies back to the battles taking place on the Iberian Peninsula 

(Charlip & Burns, Independence, 2011). In the case of Brazil, the Portuguese crown managed to 

escape the instability posed by the threats of the Napoleonic Wars by temporarily relocating their 

kingdom to the viceroyalty of Brazil (Charlip & Burns, Independence, 2011).  With all of the 

events unfolding in the Peninsula and the institution of the Gran Reunion Americana already 

established, the initial steps towards independence in South American began. By 1810, the 

viceroyalties heard the first cries of independence throughout the region.  The claims (cries) for 

independence happening throughout the viceroyalties were done in simultaneous dates (see table 

2).  
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 Brazil, which still remained under Portuguese control felt no political instability and saw 

no major changes in their governmental power. In the case of the Spanish-American colonies, the 

cries of independence were just the beginning of the fight for freedom. Many wars needed to 

take place and people were needed to fight these battles (Charlip & Burns, Independence, 2011). 

For this, middle and upper class revolutionaries acquired the help of the lower classes by 

convincing them of their abilities to achieve their demands if liberty prevailed. Simon Bolivar, 

who led the revolt in Nueva Granada, offered freedom to all the African slaves who fought for 

independence (Helg, 2011).  

 The participation of soldiers was not the only necessary factor.  The different 

viceroyalties would not be able to consolidate independence without the help of one another. The 

Gran Reunion Americana helped promote the coordination for the independence of South 

America. San Martin from the viceroyalty of La Plata and O’Higgins from Peru collaborated 

together by coordinating attacks against the Spanish thus achieving the liberation of what is now 

Chile, Peru and Argentina (Robertson, 1918). This same coordination of powers would be seen 

again in the liberation of what is now Guayaquil (in Ecuador) and Lima (in Peru), where San 

Martin and Bolivar also assisted one another with troops and armament for these battles in 1822 

(Lecuna, 1951). Through several battles and strife over the region, the colonies finally achieved 

liberty from Spain in the late 1820s. The following map shows the most important war 

campaigns led by Bolivar and San Martin for the liberation of the Spanish colonies. 

THE FIRST ATTEMPT AT REGIONAL INTEGRATION 

 Since the years of independence, Simon Bolivar had always taken a stance to create a 

political bloc for the new nations of South America (Lecuna, 1951). However, these intentions 

did not begin to crystallize until he sent an invitation to all of the liberated states of Latin 
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America during the battle of Ayacucho. In 1824 all the countries in the South and Central 

America were invited to participate in the Panama Congress along with the observant 

participation from the United States and Great Britain. Of these, the only countries that showed 

interest in participating in the bloc were those of the Gran Colombia, the Republic of Peru, the 

United States of Mexico and the Federation of Central American States. Between the 22
nd

 of 

June and the 15
th

 of July in1826, the Panama Congress met to create a treaty of “Union, League 

and Perpetual Confederation.” The treaty was intended to denounce the damage done by Spain to 

the colonies, create treaties of commerce and navigation among the confederate states, establish 

national frontiers to the states and establish contribution methods for each nation to maintain the 

alliance (De La Reza, 2006).  

 The goals of the treaty were to secure economic, political and military independence from 

the international threats, with a particular emphasis on Spain, and to prevent internal conflict 

within the region. The first assembly in Panama seemed to be effective. In informal meetings, the 

majority of the proposals made by Bolivar’s political representatives from Colombia were 

accepted.  Unfortunately, the treaty was sent to each country to ratify at the same time when 

national problems within these newly independent nations began to emerge. Peru failed to ratify 

this treaty, Colombia was beginning to dissolve due to the individual strife of its leaders, Centro 

America was facing a civil war and, by 1827, Peru had invaded Bolivia and Colombia. As a 

result, the congress disbanded and declared its attempt at developing a confederation a failure 

(De La Reza, 2006). 

 After the dissolution of the Panama Congress, internal strife and regional conflicts over 

borders and sovereignty continued to occur in the newly independent nations. As a result, the 

pursuit of integration for the South American nations ceased, instead the focus of the region 
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shifted to pursue mechanisms of dispute resolution throughout the remainder of the 1800s. The 

recurrent reunions of the national leaders culminated in the Inter-American Conferences of 1889, 

which shaped the path for the Organization of American States (OAS) to be formed in 1948 (De 

La Reza, 2006). It would not be until the 1960s when an economic focus brought back into 

conversation the issue of integration.    

 After independence, the economies of the South America had been left in shambles. The 

elites of the region were captivated by the new economic theories of the Adam Smith and David 

Ricardo, which induced them to pursue a liberal economic approach and to specialize in their 

production of goods.  The problem with this economic strategy is that they applied more to the 

industrialized economies and did not look at the economies of the region (Charlip & Burns, New 

nations, 2011). As a result the economies of South America specialized in an economy of 

primary products, such as agriculture and mining. Peru’s economy for example relied heavily on 

the guano industries that served as fertilizer and which would be sold to industrialized countries. 

The industrialized countries would then use these primary products for manufacturing and resell 

them to South America. This impeded the industrialization that other counties such as the United 

States followed through protectionist approaches.  

 The monoculture exports encouraged by the economic policies of the region, created a 

dependency for its countries on the European powers. This became noticeable when Europe 

became immersed in World War I (WWI). As a result, investment in the South American region 

plunged and the governments who relied on the import tariffs saw a large decline in revenue. In 

1929 and the 1940s, a similar outcome was seen during the Great Depression and World War II 

(WWII) when the demand and prices for primary products fell immensely (Charlip & Burns, 

From world wars to cold war, 2011). The economic instability of the region shifted the economic 
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attentions from their monoculture exports to a new form of economic nationalism which sought 

to reduce the dependency of their economies by diversifying their productions, promoting 

industrialization and taking a more protectionist approach.   

INSTITUTIONAL DEVELOPMENT FOR REGIONAL INTEGRATION 

The institutional foundation for regional integration began with the United Nation’s 

Economic Commission for Latin America (ECLA). This organization was founded in 1948 as a 

subdivision of the United Nation’s Economic and Social Council. ECLA and OAS had a similar 

intention – to provide a forum for dialogue and resolution; however, they differed in an 

important way. ECLA’s main duty was to gather and disseminate economic information about 

the region, whereas the OAS devoted most of its time to conflict resolution and discussion. 

Without the outside influence from the United States, ECLA had significant autonomy over the 

type of social and economic policies they proposed (United Nations, 2001). In 1950, under the 

leadership of Argentinean economist Raul Prebisch, this organization greatly influenced the 

economic development of the region. One of the major influences for the Latin American 

countries came from the Economic Survey for Latin America, known as the ECLA manifesto. 

The manifesto argued that an imbalance existed in terms of trade between manufactured goods 

and raw materials. Because the raw materials that the Latin American countries exported to the 

industrialized countries did not bring in enough revenue to offset their import costs, they 

remained in debt and financially dependent on the industrialized countries.  As a result of this 

analysis, ECLA promoted the industrialization of both manufacturing and agricultural products 

within Latin America (Frankenhoff, 1962).  
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  In 1963, ECLA introduced another complementary thesis in the book, Towards a 

Dynamic Development Policy in Latin America. This thesis proposed many innovative policy 

reforms for the region. Among these reforms was a proposal for the regional integration of Latin 

America (Prebisch, 1963). The ECLA saw regional integration as a method to broaden the 

markets of the region, thus “increasing productivity yields and accelerating industrialization, 

[given that] it was protected by high tariffs” (Dabene, 2012, p. 7). The combination of these two 

theses set by ECLA dictated the prevalent Import Substitution Industrialization (ISI) model, 

which played a role in the further development of the South American region. 

 In 1960, the countries of Uruguay, Chile, Brazil and Argentina proposed and established 

the Latin American Free Trade Agreement (LAFTA) with one of the main motive of gaining 

bargaining power within international economic forums. The LAFTA, a purely 

intergovernmental integration program sought to integrate all products differentiating between 

sensitive and non-sensitive national goods. It proposed an aggressive 12-year plan to bring down 

all trade barriers of the non-sensitive goods. It also sought a progressive elimination of tariffs on 

the sensitive goods, requiring an 8% decrease in the weighted average trade on sensitive goods, 

per trade round. Finally and principally, it intended to function under the Most Favorite Nation 

(MFN) principle, which required that any preferential treatment given to a non-member be 

applied to all participating members of the block (Garrido Torres, 1960). Although most of the 

integration policies were consistent with the ECLA proposal, the LAFTA treaty lacked some of 

the components of a Common External Tariff (CET) and the coordination of economic policies, 

which would have concurred with ISI development model (Mace, 1988). These countries that 

proposed the LAFTA treaty saw this free trade agreement as a good alternative to the ECLA 
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proposal since it would not force the countries involved to relinquish some of their national 

powers (Mace, 1988).  

During this time, Uruguay, Chile and Brazil were one of the only countries of this region 

who had taken part of the General Agreement on Trade and Tariffs (GATT), an organization 

created to promote the free trade. They saw the renewal of their expired trade agreements with 

the GATT as an opportunity to create a free trade zone, encompassing all of Latin America as a 

block (Garrido Torres, 1960).This attempt at integration was ambitious and drew interest of 

many of the countries of the region which soon joined the LAFTA treaty. Despite all the great 

initiatives established by the LAFTA treaty, the outcome was disappointing. Due to the inability 

of its member countries, by the 1970s the free trade program had to extend the deadline it picked 

to lower eliminate its tariff barriers to the year 1980.  Given the stage of economic development 

of Latin America in the 1960s, one may argue that the treaty was too ambitious for the time. The 

interests, goals and needs of the agreement would have made the free trade zone a lucrative 

effort. However, the LAFTA treaty’s attempt at economic integration of the Latin American 

countries failed, mainly due to the economic situation of the region as a whole at that time.  

 During the development of LAFTA, South America began to see extraordinary levels of 

industrialization due to the ISI economic model (Palma, 2003). Exponential growth began after 

the oil embargo of 1973 that substantially decreased the interest on loans. Banks which during 

this time held an accumulation of money created by the dollars derived from petroleum 

(Petrodollars) saw this as an opportunity to make low interest loans, which consequently 

encouraged these nations to accrue large amounts of debt. In the years approaching the 1980 

deadline established y LAFTA the countries saw problems with their economic standings. The 

member-countries had accumulated a large amount of foreign debt and a trade deficit that led 
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these countries into a Latin American financial crisis (Palma, 2003). The economic austerities 

forced these nations to look inward and caused the stagnation of the most recent regional 

integration attempt. In 1980, instead of establishing its free trade zone, the Latin American 

countries dissolved LAFTA for a more favorable elastic approach as opposed to postponing the 

establishment of a free trade area for a second time (Mace, 1988). This decision prompted the 

creation of the Latin American Integration Association (LAIA) and the Treaty of Montevideo in 

August of 1980.  

 Much like the LAFTA treaty, the LAIA also focused solely on economic integration. The 

main difference dealt with the laxity of this system in allowing member countries to find their 

own methods towards economic integration. LAIA promoted the creation of multiple sub-

regional integration treaties, but its most notable contributions came from the principles and 

institutions it established for the different countries of the region to follow  ( Treaty of 

Montevideo, 1980). These principles became the basis for the currently operating integration 

systems in South America established by the Andean Community of Nations and MERCOSUR 

discussed in the subsequent sections.  

THE ANDEAN COMMUNITY OF NATIONS 

 In the 1960s the socio-economic disparities between the South American countries were 

much larger than those today. The LAFTA and the LAIA recognized the inequalities and 

addressed them in their treaties, which declared that “less developed” countries would receive 

preferential treatment in their tariff-eliminating plans along with aid in production projects meant 

to expand or create new manufacturing programs (Garrido Torres, 1960; Treaty of Montevideo, 

1980). Recognizing the differences in markets was an important step needed to convince the less 
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developed nations to participate, since their contributions would not match those of the more 

developed nations. Given the large rates of poverty in the less developed countries participation 

from these nations would only enticed if some special consideration was going to be given to 

their economic disadvantages. This principle established in both of these treaties would later be 

used again by both the Southern Common Market (MERCOSUR) and the Andean Community 

(CAN) to invite the participation of these countries.  

 For the LAFTA, however, the stratification of the region influenced a division of groups 

between the more developed economies and the developing economies. The central issue for this 

division was the distribution of gains that in the perception of the ‘less developed’ member-

countries benefited the more competitive markets of the developed nations (Mace, 1988).The 

less developed countries received less gains and benefits from the previous LAIA treaty, so they 

decided to break off and form another treaty that would better meet their needs. Chile and 

Colombia first proposed the idea of a sub-regional integration group during a 1964 LAFTA 

meeting. Five years later, the Treaty of Cartagena was signed in 1969, and the Andean Group 

was formed (Garrido Torres, 1960).   

 The Andean Group was composed of the countries of Colombia, Ecuador, Peru and Chile 

with Venezuela later joining in 1973. The integration system was created as an indirect response 

to the problems of LAFTA (Mace, 1988). The Andean Group was established with the interest of 

closing the disparities between the poorer countries and the rest of the region. This group was 

created, given the economic, political and geographic similarities of the member countries, in an 

attempt to help these countries catch up to the more advanced countries of the region. The 

Andean Group, not only coordinated economic trade, they also founded and implemented social 

and political policies. The group established programs for industrialized planning and methods of 
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directing foreign investments into the less industrialized nations. It established a small common 

external tariff and generated plans to finish this process by 1980. All of these aspects made the 

Andean Group’s propositions a more ambitious integration approach than any of the previous 

attempts by less developing nations up to that point (Mace, 1988).  

 In the beginning, the Andean Group saw positive results in intra-regional trade numbers 

and growth of manufactured goods, which were consistent with their plans for integration (Mace, 

1988). Difficulties started to arise in 1973 when the admission of Venezuela led to the 

renegotiation of this complex integration scheme. The renegotiations recognized the Bolivian 

government’s dissatisfaction with the supposedly marginal benefits they received from the 

programs of industrialized planning. The major blow came, not with this issue but rather, from 

the economic policies established by the new Chilean government that steered away from the 

policies of the Andean Group. In 1973, Chilean military dictator Augusto Pinochet introduced 

neoliberal policies which promoted the deregulation of the economy, the privatization of public 

sectors and a export-led growth (Harvey, 2005), all antagonist policies to the state planned 

development and ISI model promoted in the CAN. The differences in the economic interests of 

the two groups prompted Chile to exit the Andean Group in 1976 (Mace, 1988). 

 The member countries of the Andean Group were inspired by the direction established in 

the ECLA’s ISI model (Parkinson, 1973). As a result, they also faced difficulties in the 1982 

debt crisis. The large external debts that these countries used for industrial investment caused 

major adversities for the sub-regional integration attempt. Political and economic changes also 

affected the sub-regional stability. In the middle of 1981 there was a military coup in Bolivia, a 

war started between Peru and Ecuador, and Peru began to follow the same economic policies 

used by Chile. The consequences of these problems almost led to the dissolution of the Andean 
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Group between 1981 and 1983. In 1983, in an attempt to reverse the setbacks the sub-region 

faced, a plan for reorientation was set. This reorientation basically abandoned the attempt to 

institute a custom union and joint planning for the creation of a limited free trade area (Mace, 

1988). 

 In the 1990s, the Andean Group kindled a new interest in integration after recognizing 

the changes in the international system that began after the Cold War and the promotion of free 

trade agreements (FTAs) by the U.S. (Mansfield & Milner, 1999). The new interest for 

integration in the sub-region came under some large changes in the integration efforts of this 

decade (Dabene, 2012). In the early 1990 the presidents of the region met several times with the 

purpose of creating an intraregional free trade area and establishing a new CET. This crystallized 

into an institutional form in 1996 with the Trujillo Protocol, which established the new 

institutional framework for the region. In result the Andean Group became the Andean 

Community of Nations (CAN) with a new integration structure and a supranational-like 

authority. A larger change to this system was that of its new ideology of neoliberalism produced 

by a new wave of integration in the world (Mansfield & Milner, 1999). The neoliberalism 

approach which promoted the opening of national markets and the proliferation of free trade 

agreements was set into application by Peru, which has made it difficult for this country to 

participate on a lot of the economic policies set by the CAN.  

 During the 1990s the Andean Community saw hints of industrial growth in its national 

members as well as an increase in intraregional trade. However, the region saw more difficult 

times in the early 2000s as the intraregional trade growth plateaued around the 10% mark and 

remained stagnant (Adkinsson, 2003). After Venezuela departed from the CAN in 2006, the 

community experienced even more problems. Before the departure, Venezuela and Colombia 
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contained some of the largest trade shares in the region. Venezuela, until this point, had been one 

of the two richest and most industrialized countries of the CAN. In 2006, two trade agreements 

between the U.S., Peru and Colombia threatened the stability of the community. Venezuela 

opposed them both and threatened departure from CAN if the agreements were signed 

(Malamud, 2006). With U.S. being the largest importer of goods for both the governments of 

Colombia and Peru, the benefits of signing the agreements far outweighed the consequences of 

not signing the treaties.  The U.S.’s interactions with the Andean community lead to the recent 

departure of Venezuela from the CAN (O’Keefe, 1996). 

THE SOUTHERN COMMON MARKET 

 A relatively younger integration scheme started on March 26
th

, 1991. The four countries 

of Argentina, Brazil, Paraguay and Uruguay signed the Treaty of Asunción, thus beginning the 

integration process known as the Southern Common Market (MERCOSUR). This integration 

scheme derived from the Program of Integration and Economic Cooperation (PICE), an already 

existing partial trade agreement between Brazil and Argentina started in 1986. During the 

negotiation of the PICE, the premise of this economic cooperation agreement was to help prepare 

the participant nations to establish a new economic area through a pragmatic integration 

approach (Cason, 2000).  However, since before its inception, there has been a disconnect as to 

what the MERCOSUR sought to accomplish.  During the early stages of the negotiation from 

1985-1988, the PICE was seen as a “progressive state-led” project with a political aspect, guided 

by the leftist parties of these countries (Malamud, 2005) which sought some level of political and 

social coordination that would promote economic development. This approach was similar to the 

approach pursued by the CAN. Yet by 1990, when these two countries’ leadership was 

composed of conservative presidents from the right, this agreement sought only an economic 
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focus to liberalize trade rather than promote economic development through political 

coordination (Dabene, 2012). This shift was promoted by the U.S. and its neo-liberal agenda 

which argued for opening of trade and reduction of other barriers as a method of growth 

(Dabene, 2012).  

 The economic focus of the MERCOSUR regional integration scheme extended to three 

areas: the free movement of goods, services and factors of production (Treaty of Asuncion, 

1991).  These areas were to be accomplished through the establishment of a Common External 

Tariff (CET), the coordination of macroeconomic and sectoral policies and the harmonization of 

the respective national legislations. The MERCOSUR ambitiously sought to accomplish most of 

these focus areas within four years (Perez del Castillo, 1993). But by 2002, ten years after its 

inception, some of the experts in the region demonstrated declining performance with respect to 

its goals. The MERCOSUR had not yet met the status of a custom union and failed to meet a full 

free trade area under the definitions set by the General Agreement on Trade and Tariffs (GATT) 

(Bouzas, 2002).  

The declining performance of MERCOSUR could be largely explained by the global 

financial obstacles that affected the sub-region in the late 1990s (Malamud, 2005), such as the 

currency devaluation faced by Brazil in 1999 and the Argentine economic crisis of 2001 

(Malamud, 2005). Both of these crises greatly affected the countries’ economic performances 

and the advancement of MERCOSUR towards its goals. During economic crises, member 

countries tend to look inward, and take protective approaches that may undermine any regional 

integration initiative. A specific example of the protective measures seen during the these 

economic crises, could be seen in the Argentine-Brazilian automobile conflict; where Brazil 

decided to impose non-tariff barriers on cars imported from Argentina in order to protect their 
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own car industries.  The only solution for Argentina was to bring a complaint to an arbitration 

committee. Although through the processes of arbitration these countries were able to find a 

reasonable resolution (Cason, 2000). A problem in the alternative forms of resolutions available 

demonstrated a weakness in the MERCOSUR’s dispute resolution methods. 

 The economic problems of the late 1990s may also help explain the recent shift of 

MERCOSUR into other areas not established by the goals of the Treaty of Asunción. The new 

areas included the discussion of regional citizenship, social cohesion and democratic decision-

making (Malamud, 2005). This new direction that MERCOSUR took seemed to once again 

promote the focus of a political integration within the regions that comprised MERCOSUR. The 

political focus, to a degree, counter-balanced much of the neo-liberal influences that were 

established at MERCOSUR’s inception (Malamud, 2005). In 2012, Venezuela was admitted into 

the MERCOSUR scheme. The effects of the new admission of this country into the region have 

yet to be seen; however, its leftist government may shift MERCOSUR’s tendencies toward a 

strengthened political integration. As many scholars have claimed, the MERCOSUR integration 

process seems to be the most successful integration attempt in South America (Malamud, 2005), 

but it is still to be seen whether this process will further develop its economic integration.  

LESSONS FROM INDEPENDENCE AND INTEGRATION ATTEMPTS 

Regional integration like independence is a road that requires collaboration and 

cooperation from the parties leading the movement. In the act of the South American 

independence, a credible commitment had to exist by the leading groups of this movement and 

all the social actors pursuing it. This must also exist in the participating nations of a regional 

integration scheme as those seen in the CAN and MERCOSUR. Integration can be best seen as a 
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long process rather than a point in time. As has been seen with the economic shocks faced by the 

different regional integration schemes in South America in the 1980s or those currently seen in 

Europe, difficulties will arise to threaten the economic integration of the region. Yet the 

commitment of the regional actors must persist in enforcing the rules set by the integration 

schemes.  

 As the historic analysis of the Latin American independence demonstrated the national 

demands are not all the same but rather heterogeneous when divided by social groups. This was 

the case from independence where low classes and middle classes sought national independence 

as a medium to obtaining their individual demands. Just as the case of independence, the 

participation of national social groups must be invested in regional integration as a means to 

accomplishing their goals. The lack of participation of the regional social groups pervasively 

affects the outcomes of regional integration. In no means is it implied that social groups as actors 

will always seek integration, rather it is the social, economic and political factors that will dictate 

the advancement of integration. Political actors through their decision-making powers dictate 

which actors will be able to influence regional integration. It is by choosing the participation of 

actors that advocate for this development that integration will be driven forward, via the pressure 

these social groups will apply to its political leaders.      

 At the current point where integration lays in South America, a common agreement could 

be made in that most of the populations of these nations have a vague idea of what integration is 

and the benefits that could proceed from these attempts. This is due to the lack of participation of 

the public at large in these processes. 
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INSTITUTIONAL COMPARISON:  

CAN & MERCOSUR 

 The CAN and MERCOSUR are two of the most prominent integration initiatives in 

South America. Although they are neighboring institutions they differ vastly from one another. 

MERCOSUR is composed of more industrialized countries than the CAN. This is reflected in the 

size of their Gross Domestic Product (GDP) relative to the world. In 2007 MERCOSUR held 

3.07% the world GDP in comparison to 0.56% for CAN. The disparity of market size, however, 

is not as reflective of the social growth of region. In the same year the measure of Human 

Development Index (HDI) for MERCOSUR was .7459 and the CAN’s HDI was .7294.    

 The basis for integration is an economic focus for both of these sub-regions. But the 

integration approaches that these institutions have taken are very different. Having started in the 

first wave in 1969, the CAN’s paradigm for integration based itself on the structuralist approach 

of encouraging economic growth through intra-regional trade liberalization and regional 

planning (Malamud, 2004). This is demonstrated by the sectoral industrial development models 

used to allocate monopolies of production for industrialized goods or the policy harmonization of 

the region which sought to distribute the foreign investment throughout the region and formalize 

other policies in the economic, social and fiscal arenas (Avery & Cochrane, 1973). In the mid-

1990s when the CAN was rekindled during the third wave, it adopted a neoliberal/ open 

regionalism approach to its re-establishment, however these new changes hardly trickled down to 

its institutions who kept traces of the paradigm in which it was created (Dabene, 2012). In 

contrast to the CAN, MERCOSUR started its integration in the third wave of Latin American 

integration in 1991. Its paradigm for integration is neoliberal and open regionalism, with an 

agenda of expanding trade liberalization and creating a sub-regional bloc that will take a 
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common stand in economic policies that affect the sub-region (Dabene, 2012).  These different 

experiences from their pertinent waves of integration greatly defined the course that both of these 

integration schemes followed. The CAN integration process developed in both economic and  

 Institutions play a large role in the implementation of the goals of each of the South 

American sub-regional schemes. Table 3 (see appendix) compares the CAN and MERCOSUR 

institutions and allows us to see both differences and the similarities between these two schemes. 

As a reference point of comparison we will use the institutional set-up of the European Union 

(EU), which is most well known for its institutional evolution and longest sustainable 

establishment. An in-depth description of these EU institutions is not the focus of this paper, but 

comparison of their roles will be helpful for the analysis of the CAN and MERCOSUR. The 

comparisons between the CAN and the MERCOSUR will be derived from the Treaty of 

Cartagena of 1969, the Treaty of Asuncion of 1991 and all the supporting protocols and 

documents establishing these two institutional entities. 

DECISION-MAKING BODIES 

 The decision-making bodies could be argued to be the most important institutions of an 

integration scheme. Their role is to set the agenda for integration and the laws, policies and rules 

that will guide it. An important difference worth noting amongst the different types of decision 

making or ruling institutions is their intergovernmental or supranational abilities. 

Intergovernmental abilities refer to the politics in which national executives of states are the 

central players who through bargaining work to produce common policies (Sweet & Sandholtz, 

1997). Supranational abilities refer to the pooling of powers into a centralized governmental 

structure with jurisdiction in specific areas over its member-states (Sweet & Sandholtz, 1997).  
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 In the case of the EU these institutions are highly advanced and composed of the 

European Council, the Council of Ministers, the Commission and the Court of Justice. The 

Council is an intergovernmental forum composed of the governments of each member-state. It is 

referred as the Council of Ministers when it is only attended by the ministers of the sectoral 

councils (i.e. agriculture, economy), and it is regarded as the European Council when the heads 

of government of member states attend. The Council plays an executive and legislative function: 

setting up the “medium and long-term policy agenda and acting as the dominant chamber in the 

EU legislative process” (Hix, 2005).  It is also in charge of electing the members and president of 

the Commission.  

The European Commission is a supranational body made up of one commissioner from 

each member-state. It acts as the main executive arm in charge of “initiating policy proposals” 

and monitoring their implementation, once they’ve been adopted. To accomplish these duties the 

commission has a bureaucracy of directors-general which assists them. The European Court of 

Justice is also a supranational entity and the” highest judicial authority” of the EU. It works 

closely with the national courts is in charge of overseeing the implementation of the EU law 

(Hix, 2005).   

 The CAN’s decision-making bodies are very similar to those of the EU. The Presidential 

Council with the collaboration of duties from the Council of Foreign Ministers resembles much 

of the duties of European Council and Council of Ministers. This resemblance lies on their 

intergovernmental form and its executive duties of setting the agenda and promoting the actions 

on the issues of sub-regional interest. The Presidential Council is composed of each of the 

national presidents and the Council of Foreign Ministers is composed of these nations’ foreign 

ministers. Aside from helping to set the agenda of the region, the Andean Council of Foreign 
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Affairs also appoints and evaluates the performance of the General Secretary. The duties of the 

European Commission are split among two bodies in the CAN, the General Secretariat and the 

Commission. The General Secretariat serves as the main executive body of the CAN that 

initiates research and policy proposals and performs other assisting duties for the Community. It 

is the Andean Commission that submits these policy proposals and also assists in the application 

of these policies when they refer to trade and investment. The Commission is also a 

supranational entity in charge of coordinating the joint position of its member-states, and 

approving and evaluating the annual budget for the Court of Justice and the General Secretariat.  

The Andean Court of Justice like the European Court of Justice is also a supranational entity 

with the highest judicial authority in the CAN. In its power lie the ability to nullify any action 

that is not in accordance with the CAN’s body of law, and the ability to set infractions for 

member-states not complying with the CAN’s body of law. It is also has some control over labor 

jurisdiction within the community and appeals of non-compliance.  Through these powers, the 

CAN delivers the precedents of common law for the sub-region. 

 By contrast, the institutions of MERCOSUR are very different from those of both the EU 

the CAN. Its main difference lies on the different focus this sub-region has had of only 

integrating in an economic aspect. This is seen though out all of the institutions of this body 

which perform purely in an intergovernmental manner. The Common Market Council composed 

of the foreign and economic ministers is the superior body responsible for setting the agenda and 

adopting the laws of the sub-region.  This body like the Presidential council also brings into 

meeting its presidents every six months. The Common Market Council similar to Andean 

Commission is responsible for setting up joint positions with third party-treaties. The Common 

Market Group is the main executive body of the MERCOSUR. It is composed of the ministers of 
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Foreign Relations, the ministers of Economy, the Central Bank Managers along with one more 

permanent member and four substitute members assigned by each member-state. It serves similar 

roles to that of the Andean Commission, making policy proposals, seeking the fulfillment of 

community law and approving the budget for the Secretariat. The Trade Commission, like the 

rest of Commissions, serves an executive function but it only seeks the application of the 

community law affecting the set-up of the custom union and all other instruments of trade. It also 

serves as an assisting body to the Common Market Group, reporting the advances in the 

implementation of the common trade policy and proposing policies and revisions affecting the 

area of trade.   

DISPUTE RESOLUTION BODIES 

 The judicial authority is one of the most important powers for the compliance of 

integration. The European Court of Justice has two major principles that strengthen its 

supranational jurisdiction. The principle of direct effect which grants automatic application of 

regional law by national courts and the supremacy principle which established that in conflict, 

regional law trumps national law (Carrubba, 2003). These attributes are very important for the 

application of regional law. When it comes to dispute resolution this principle is essential, as for 

instance in the case of Cassis de Dijon case where an order of the European Court of Justice 

trumped the German national law that did permit a French liquor from entering their market.  

The mutual recognition principle established that if a product is recognized and sold as a certain 

type in one national market, the same recognition must be given to a product across borders. This 

change greatly helped increased economic integration (Carrubba, 2003).  
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 The CAN’s Court of Justice like the EU’s Court of Justice also contains the principles of 

direct effect and supremacy of law which have greatly allowed the integration of community law 

between the regional and national courts. Since the establishment of the Andean Court there has 

been a continuous inflow of cases that have requested its opinion. In 2010 alone, this body ruled 

over 151 prejudicial interpretations, 1 labor demand, and 3 non-compliance cases. The 

MERCOSUR in contrast to both the European and the Andean Court of Justice only serves as an 

arbitration tribunal with no direct effect or supremacy of law (Yepes, 2010). The results from 

this system are that up to 2005 the dispute resolution arbitration in MERCOSUR had only been 

used 9 times in 14 years (Malamud, 2005). This shows a large disadvantage in the judicial 

powers of the MERCOSUR integration scheme.  

REPRESENTATIVE AND CONSULTING BODIES 

 The functions of these bodies are to serve as advisory or consulting institutions for these 

integration schemes. The Representative body of the EU is also one of the most advanced. The 

European Parliament representatives are chosen through region-wide direct elections. It has the 

powers to amend and veto some of the EU’s legislative procedures. It can also amend the budget, 

forward the Council’s nominations for the Commission and its president, and has the power to 

disband the Commission (Hix, 2005). In comparison to these powers, the Andean Parliament and 

the Joint Parliamentary Commission are very weak. Their responsibilities are in harmonizing the 

national legislation with regional law, promoting sub-regional integration and formulating 

recommendations for regional policies. Since their inception the representatives for these bodies 

had been appointed. But since 2006 the countries of Peru and Ecuador have performed direct 

election of their CAN representatives. For MERCOSUR, Paraguay became the first country to 

elect these representatives through direct elections in 2008 (Erthal, 2009). 
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 The consulting bodies serve as a forum for opinions that seek the participation of other 

members of civil society though their delegates. According to the European Union website, The 

EU’s consultative body, the Economic and Social Committee is made up of delegates from three 

groups: employers, employees and various interests. These groups issue opinions to the rest of 

institutions such as the European Council, Commission or Parliament. Like the EU the Andean 

Community holds two advisory councils, the Business Advisory Council and the Labor Advisory 

Council. These two councils are entitled to review the activities of the Andean Community that 

are of interest to the business community or its trade unions, respectively. In the reviews these 

councils can issue opinions directly to the Council of Foreign Ministers (Prada & Espinoza, 

2008). The MERCOSUR also has an Economic and Social Advisory Forum allowing social and 

economic actors to issue their opinions through recommendations (Grandi & Bizzozero, 1997). 

These institutional consulting bodies help increase the interest of social and business groups in 

these integration schemes.   

INSTITUTIONAL ORGANIZATION 

The institutions of the CAN and the MERCOSUR are all interconnected in their functions. The 

ability for these bodies to work with one another help determine the functionality of these 

structures. To help understand the relations between these institutions I drew two organizational 

charts. The organizational charts presented in figure 1 corresponds to the Andean Community 

and figure 2 corresponds to the Southern Common Market will demonstrate the institutional 

framework of all the bodies discussed. The thick arrows in these figures show the power 

relations of these structures, demonstrating some form of oversight (i.e. accepting the internal 

regulations of another organization) from one organization over the other. The thick arrows 

could also show some subordinate position that the members of the arrow at the end hold in 
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relation to the members at the beginning, because of their political or technical importance. The 

thin arrows show the lines of communication between each institution regarding policies, 

proposals, or joint-position coordination. The dotted thin lines represent the lines of 

communications that exist for recommendations or suggested policies. The double border in this 

chart represents the most important body of each integration scheme. This denomination is given 

to this organization because it may operate as the “legal authority” of this integration scheme as 

in the case of the Common Market Council in MERCOSUR. Or because of the high importance 

of its membership whose duty is to define the sub-regional policy for integration, as in the case 

for the Presidential Council in the CAN.  Another aspect that is noted by both of these 

organizations is the work-plan and the ideal form (set at the top of each chart) this integration 

seeks to reach. The legal path to this ideal is created through legal set-up of community law, 

institutional policy, external policy and economic regulations. This classification helps 

understand the different type of policy aspects within this community. Community law is the 

application of direct law over individuals (legal or persons) in the region. Institutional Policy 

refers to the duties and set up dictated by the institution setting protocols. External Policy refers 

to the coordinated stance against third-parties that these sub-regions celebrate. Economic 

regulations are all of those affecting trade and investment. 

 As it is shown in the CAN figure, the organization has a complex system of integration. 

The Political Council holds a lot of weight over most of the decision-making institutions, 

showing the overarching intergovernmental guidance of this integration scheme. Despite its 

considerable weight, the Presidential Council does not hold any law making powers. It relies on 

the Commission and the Council of Foreign Ministers to make economic regulations and 

institutional policies. The CAN’s Parliament, although only able to make recommendations, it is 
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able to influence these other institutions. The Andean parliament along with its consultative 

bodies, the Labor Advisory Council and the Business Advisory Council give this organization 

relevant social participation. The Court of Justice, who also serves a decision-making body, is a 

supranational institution with a great amount of power over the rest of the institutions, except 

over the Presidential Council and the Andean Parliament. This is largely attributed to its legal 

principles and abilities that allow it to supersede national law applicable to the region. The Court 

of Justice greatly helps form the legal structure by creating community law and aiding in the 

application of institutional policies. The high amount of authority of this legal integration gives 

this organization a level of formal institutionalization only second to the EU (Malamud, 2004).  

 The MERCOSUR since its founding has seen a functional approach to its organizational 

structure, very different from the CAN which some argue has suffered from excessive 

institutionalization (Malamud, 2012). This organizational structure can be seen by the relatively 

direct diagram of powers and communications that exist among these institutions. The Common 

Market Council holds the highest oversight controls over the decision-making bodies. It also 

makes most of the community laws, institutional policies and external policies with the aid of the 

Common Market Group. The economic policies are controlled by the Trade Commission. The 

tribunals does not hold a lot of power in the building-process of the common market and the little 

power it holds in arbitration has been underutilized. The representative and consulting bodies 

which only have the ability to submit recommendations also seem to have less access to the 

integration process, being only able to interact with the Common Market Group. The lack of 

participation by domestic actors has prevented the desired growth of this organization, which 

faces underdevelopment in the institutional realization relative to its established goals (Malamud, 

2004). As Malamud (2004, p. 139) argued the “pure intergovernmental approach… in 
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MERCOSUR cannot go too far”, but the likelihood of a supranational institution is dim with 

national constitutions such as those of Brazil and Paraguay prohibiting the delegations of power 

 The broader differences between MERCOSUR and the CAN lay in their 

intergovernmental versus supranational abilities and the special considerations given to less 

developed countries. Supranational institutions aid the regional integration process by pooling 

powers into a delegation which help these regional organizations to overcome collective action 

problems. In this sense the MERCOSUR has institutions with only intergovernmental 

characteristics while the CAN has institutions with both intergovernmental and supranational 

characteristics. Another one of their differences lay in the way they concede special 

considerations to the less developed countries within their sub-regions. In the case of 

MERCOSUR, whose less developed countries are Paraguay and Uruguay, the Asuncion treaty 

states that it will seek to “recognize the differences in the rhythm of integration for the Republic 

of Paraguay and the Western Republic of Uruguay”. In this sense this scheme does not promise 

to provide more benefits to these two countries, rather to only give more flexibility due to their 

circumstances. In contrast Ecuador and Bolivia, who are the less developed countries of the 

CAN, are not only considered in a “special manner” but they are also given programs of 

preferential treatment.  

 Despite the many differences that exist in the institutional make-up of both the 

MERCOSUR and CAN, the aims of these integration attempts are very similar. Some of their 

similarities arise from their purpose, stated in their founding treaties of Asuncion and Cartagena, 

which attempt to use these two integration groups as a way to accelerate economic development 

in their sub-regions. Another similarity is their goals of establishing a common external tariff, 
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thereby becoming a Custom Union. The outcomes of these similar goals will be examined in the 

next chapter. 
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COMPARISON OF OUTCOMES 

 Despite the different methods and institutions established for integration, the similarity in 

the goals and aims shared by MERCOSUR and CAN allow us to compare the effectiveness of 

the regional integration. One of the most apparent goals shared by both of these organizations is 

economic integration. Intra-regional trade shares have often been used to analyze the growth of 

internal markets of trade that the region has developed. This is measured by the total amount of 

intra-regional trade relative to the region’s total (world) trade. This calculation will demonstrate 

if internal regional trade has grown relative to the region’s trade with the rest of the world. The 

next couple of graphs, I made, will help visualize the intra-regional trade within the region.  

 In graph 1 (see appendix) the calculation of such measures are charted in comparison to 

one another. It is important to note that this graph does show a short-lived increase in intra-

regional trade in both MERCOSUR and the CAN right after its inception in 1991 and right after 

the introduction of the Trujillo Protocol in 1994. Also apparent is the discrepancy in 

intraregional trade between sub-regions since 1974.  The intra-regional trade amount for 

MERCOSUR is significantly larger than for the CAN. This may be due in a large part to the size 

of each market. The MERCOSUR market is substantially larger than the CAN market; holding 

an average 2.81%  of the world gross domestic product (GDP), in comparison to 0.55% of the 

world GDP , respectively (UNU-CRIS, 2008).. A more accurate depiction of the effectiveness of 

regional integration may be seen in the intra-regional trade share intensity index which is the 

ratio between the intra-regional trade share and the region’s share of world trade (Iapadre, 2004) 

This index serves to show if trade is biased, or targeted, to the regional market or if it holds the 

same preference as any other market in the world. The formula of this index developed by 

Brown (1949) and Kojima (1964) is displayed below.  
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 If the intraregional trade share intensity is equal to one then the regional trade is 

unbiased, and holds the same weight as the region’s trade with the rest of the world. If the 

number is larger than one, then it demonstrates a preference to the regional market. Graph 2 

shows the intra-regional trade intensity of the CAN and MERCOSUR. The intensity 

measurement differs from the standard measurement of intraregional trade share by considering 

the size of the region’s market, and is more appropriate for comparing across regions with 

different market sizes. In the standard model regions with larger size will have a larger share of 

intra-regional trade. Also regions with the same physical size but with a larger amount of small 

countries will have a larger intra-regional trade. As mentioned by Iapadre (2004, pg. 5), an 

increase in intraregional trade share intensity could be “considered an ex-post indication of an 

increase in trade integration”. �

 .  In graph 1 and 2 the effects of the economic crises on the sub-regional integrations are 

apparent. In the 1973 oil crisis, there is a drop of intra-regional trade intensity for both of these 

sub-regions that would last until 1976. In 1982 during the debt-crisis there is also a drop and 

relative stagnation that would not be surpassed until 1986. The last two crises were country-

specific to two of the MERCOSUR members, which saw decrease in the growth of intra-regional 

trade in1995 when the Brazil real devaluated. Then in 2001 in the Argentinean financial crisis, 

which suffered dramatic drop in intra-regional trade intensity that has not fully recovered to the 

levels it reached in 2000.  

 Yet the positive effects promoted by sub-regional economic policies are also apparent. 

For example the CAN has seen an increase in intra-regional trade intensity almost at a constant 
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pace since the Latin American Debt crisis in 1986 until recent problems have began to occur 

with the exit of one of its members.  Its highest point in intra-regional trade intensity was in 2003 

with a ratio of 27.75. In contrast, since its inception in 1991 MERCOSUR has not seen much of 

a significant change in intra-regional trade intensity, which despite its slight increase in 

intraregional trade share since 2001, it seems to have preferred trading with the market outside 

its region (The Economist, 2004).  

 Another major incentive for national entities to enter into regional economic agreements 

is to encourage international investors to deposit their funds in larger markets. To best display 

this I also made a Foreign Direct Investment (FDI) regional inflow chart (see appendix, graph 3). 

As it is seen in graph 3 there has been significant increases of FDI inflows in the sub-regions 

since the establishment of MERCOSUR in 1991 and the major changes the CAN experienced 

since the 1990s. In this chart the effect of macro-economic crises are also apparent as the inflows 

seem to slowdown as the economic stability of the sub-region seems dubious to investors. 

Overall the sub-regional investments seem to have very similar growths since the 1990s. The 

only change has been the growth of each, with the CAN out-pacing the growth of the 

investments in MERCOSUR until 1998 when MERCOSUR surpassed it and then again fell as it 

approached the Argentinean crisis.  Since then the CAN seems to have maintained a constant 

positive differential in the inflow of foreign investments. 

THE EFFECTS OF INSTITUTIONAL GROWTH 

 MERCOSUR for the most part seems to have had the upper-hand in the economic 

integration business in comparison to the CAN. This is visible when it comes to the explicit aims 

and goals established by its treaty, the institutional organization of its structure, and the 
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participation of more developed countries.  Despite of all those apparent advantages the CAN 

seems to have reached greater levels of trade integration. This is largely due to the institutional 

development of the CAN, which has achieved much greater levels of authority with the 

establishment of strong supranational powers. A good example of these powers are seen in the 

Court of Justice, through which the group is able to send strong mandates to member-countries 

or other internal institutions of the CAN who are not abiding by the sub-regional rule.   

 The different levels of institutional growth can also be visible through the use of indexes 

such as those used by De Lombaerde and partners (2008). This index, known as the index of 

institutional economic integration (IEI) uses the Balassa framework which portrays institutional 

development by the levels of economic integration that the institution has reached. This 

framework measures the accomplished stages of integration assigning a point system for each 

level implemented. This evaluation ranks the levels of integration from 0 to 100, ranging from no 

economic integration to full economic integration (see table 4).  

In the analysis of accomplished stages it is important to note that these may develop in 

parallel to one another (De Lombaerde, Dorrucci, Genna, & Mongelli, 2008). As shown in Graph 

4 which displays data up to 2003, the CAN (red bold line) has accomplished a larger level of 

institutional development than the MERCOSUR (navy blue dotted line) with almost a 20 point 

difference up to 20 (see graph 4). This may be contributed by the relative youth of MERCOSUR 

in contrast to the CAN. A comparison to the institutional developments of  other regional 

agreements, the institutional development of the CAN and MERCOSUR are far from close to the 

EU, which holds the most evolved integration scheme. The Caribbean Community (CARICOM) 

which is around the same age as the CAN is the only institution outside the EU which has 
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surpassed its institutional growth. NAFTA, which was established at the same time of 

MERCOSUR, shows only a slighter lower institutional development than the MERCOSUR.   

  MERCOSUR lacks the institutional developments that can grant the institution more 

authority. The economic instability that the market has seen since the mid-1990s has not helped 

the lack of institutional development. However for the most part, the lack of institutional 

strengthening is due to the lack of political will to delegate political powers to supranational 

organizations. This has ultimately slowed down the regional growth that is expected of this 

market. This is seen by the Routa & Brou (2007) argument which explains the negative effects 

that could result from integrating only politically or commercially. As companies seek to 

compete in regional markets they could get involved in Research and Development (R&D) or 

rent-seeking projects with the national governments. R&D projects are benefiting to society as 

they create positive externalities of growth and innovation, in contrast to rent-seeking activities 

seen in lobbying projects that limit competitiveness.  Economic integration without the political 

aspect increases the possibility of these rent-seeking activities as the number of local firms 

decrease due to the increased regional competition caused by integration, making these rent-

seeking activities cheaper to access (Brou & Ruta, 2007). As a result inefficiencies in markets 

could stunt the possible growth these regional markets could achieve. However, a joint 

integration in both the economic and political aspects makes the “markets more competitive” 

thus improving “innovation, growth and welfare” (Brou & Ruta, 2007, pp. 23-24). This is 

possible since the competition for rent-seeking activities will decrease as the local powers are 

transferred to regional levels, making these activities less attractive as rent-seeking competition 

also increases thus inciting the participation on more R&D projects.  
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 An institutional advancement for integration is needed in order for the MERCOSUR to 

extract the real benefits from its economic integration. As some of the Brazilian and Argentinean 

scholars have argued, the integration agreement signed in the late 1980’s has been perverted by 

1990s ideals that lack the political forum that this integration sought in its inception (Malamud, 

2005). Given what we now know about the importance of this institutional development needed 

to concede more economic integration, it is important for the political will of these institutions to 

solidify into institutional power. Once these institutional powers are delegated by national 

governments the political integration will begin to see positive effects in the regional economic 

growth. The problem for MERCOSUR remains there. Although many of the national 

governments have called for a “stronger MERCOSUR” no credible intent is apparent, to the 

point that common regional law has not been fully internalized by the four countries (Malamud, 

2005). The MERCOSUR which has pursued an integration attempt under the theoretical 

framework of intergovernmentalism has demonstrated that the role of states in driving 

integration is limited. In MERCOSUR, intergovernmentalist action proved to be effective in the 

beginning years when intraregional trade increased. The intergovernmentalist approach, which 

undermines the role of institutions in the process of integration, does not explain MERCOSUR’s 

failure to advance its integration despite the verbal will of its national leaders. This is an 

advantage that MERCOSUR could learn from the all-encompassing, pursued by the CAN.  

FOURTH WAVE OF INTEGRATION: POST-NEOLIBERAL INTEGRATION 

 The Fourth Wave of Integration in South America demonstrates a difference in interest 

for integration that expands beyond economics. This integration is best identified by two 

programs for integration, the Brazilian-led Union of South American Nations (UNASUR) and 

the Venezuelan-led Bolivarian Alternative for Latin America and the Caribbean (ALBA). The 
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UNASUR is the evolution from a 1993 project which began seeking a South American Free 

Trade Agreement (SAFTA) by establishing negotiations between MERCOSUR and the CAN 

(Briceño-Ruiz, 2010). This process started a response to the Free Trade of Agreement for the 

Americas (FTAA) which sought to integrate the Americas under the neoliberal policies of the 

United States. The SAFTA plan sought a to give the region, in specific Brazil the regional 

hegemon, some form of independence by increasing its bargaining power in the trade negotiation 

forums (Briceño-Ruiz, 2010). The negotiations of the FTAA which had began in 1994 were 

supposed to solidify by 2005 (Kellog, 2007). In 2004, at a summit in Cusco the South American 

nations decided to establish the predecessor institution to UNASUR (Briceño-Ruiz, 2010). By 

2005 no action toward the FTAA had been taken, leaving the project in “tatters” (Kellog, 2007, 

p. 189).  

 UNASUR, who started as a project interested in establishing the autonomy of the South 

American region within the economic context of trade, swiftly evolved into a more 

comprehensive integration. In its establishment during the summit in Cusco, this new integration 

scheme established several goals. Among them were the goals to establish political and 

diplomatic coordination, to integrate the MERCOSUR, the CAN and Chile through trade 

agreements, to advance the physical integration of the region in the areas of communications and 

infrastructure, to harmonize the policies for rural development, to seek horizontal cooperation in 

the fields of science, technology and education and to increase the interaction between the 

business and civil society (Briceño-Ruiz, 2010). The new changes from the purely economic 

liberalization agenda that this plan first sought were due in large part to the leftist political 

influence of countries like Venezuela, Bolivia and Ecuador. In particular the leadership of 

Chavez and Morales the presidents of Venezuela and Bolivia influenced this new integration 
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scheme to include into its focus the social development and inclusion of some of the poorest 

countries and areas in the region. This was proposed to be accomplished through the construction 

of energy and infrastructure programs that sought to provide “good living” rather than to only 

increase exports (Briceño-Ruiz, 2010). Overall this is evidence of a new direction for integration 

whose main focus seems not to be economic integration of its markets, but rather some form of 

complementary integration of political and social aspects seeking to advance the region’s socio-

economic standings.  

 The ALBA has also shown an interesting approach at regional integration that has 

developed as an alternative to the neo-liberal thesis of the FTAA (Briceño-Ruiz, 2010). Started 

as an agreement between Venezuela and Cuba, this program sought a new form of integration for 

the region by establishing transnational welfare projects (Riggirozzi, 2011). Since its inception in 

2004, these program has proved very attractive to other countries which now contain a total of 8 

members from Latin America and the Caribbean, among them Ecuador and Bolivia. Unlike most 

trade agreements that seek the lowering of trade tariffs and establishing a economic market this 

new agreement has based itself on forms of bartering and, with the help of the petroleum 

subsidies, financing welfare programs. Some of the most famous welfare programs have been the 

“Oil for Doctors” program which exchanges barrels of crude oil from Venezuela for the medical 

assistance and expertise from Cuba, or the international scholarships programs which establishes 

study exchange amongst its member-countries in certain areas of study. One of the latest 

initiatives has been the building of a new trade currency that is intended to be used amongst its 

members. This currency project known as the Unified System for Regional Compensation 

(SUCRE) seeks to serve as a financial instrument to deepen the integration amongst its members 

(Riggirozzi, 2011).   
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 The ALBA and the UNASUR although separate entities, share more than member-

countries in their interests for integration during this new wave. The two initiatives led by 

Venezuela and Brazil, were established to seek a some form of autonomy for South America; 

whether it was a sense of autonomy in international forums as it was the interest for Brazil or 

sense of autonomy that Venezuela seeks to establish for the region as a political player (Briceño-

Ruiz, 2010).  In this new wave trade does not seem to be the primary focus, rather one of the 

many complements to the social and political integration it seeks. 
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CONCLUSION 

 Regional integration is a process of supply and demand as stated by Malamud (2004). 

Regardless of the type of integration, whether it is an economic, political or social integration, it 

is this concept of supply and demand which promotes regional integration. Although this process 

may be carried out by different social groups (i.e. business groups, government ministers) in 

different roles of our society, it is the national demand in a democratic country that influences 

the government to delegate some of their powers to an external entity. These powers could be 

delegated through intergovernmental or supranational action.  The European example may offer 

a good representation of this demand. 

 Jean Monnet, known as the Father of Europe, was a well-traveled business man who later 

became the director of what is now known as the Commission of the European Union (EU). He 

lived through two of the bloodiest wars, World War I and World War II.  In the 1940s, before the 

end of World War II, Monnet came to the realization that there would be “no peace in Europe” 

as the countries were “too small to guarantee their peoples the necessary prosperity and social 

development” (Greenway, 2007). Inspired by the social economic inequities of the time in 

Europe, he proposed a plan to build an entity to make Europe a common economic unit. During 

those times, coal and steel were the main materials that Germany and France used to make 

weapons, but Monnet recognized that those same materials would provide energy and help 

rebuild Europe after the wars.  This vision led to the creation of the European Coal and Steel 

Community (ECSC). The ECSC was a plan that created a structure of interdependence for the 

trade and production of these two prime materials between its six European member countries. 

For countries to develop, bolster their economies and gain national economic power, they had to 

control coal and steel, the two most lucrative raw materials needed for national development. 
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Many wars between the European countries were based on gaining power and control. By the 

ECSC bringing together Belgium, France, Germany, Luxembourg, Italy and Netherlands to 

delegate the central planning and production of coal and steel to a supranational entity, this gave 

the region and its people calm and stability free of war. This organization would be the founding 

rock for what later came to be the most advanced economic union, but it all started out of a bold 

but limited “pragmatic and ambitious attack” at national sovereignty (Monnet, 1976, p. 323). 

 The creation of the ECSC, which later on developed into the EU, demonstrated a 

successful scheme for regional integration. South America, in its 53 years of attempted regional 

integration, has not seen outcomes as successful. Regional state-led attempts often sought to 

enlarge markets, increase industrial development and advance economic standings. The 

differences between countries of this region have often led to the formation of sub-regional 

groups, with more similar characteristics, searching to form their own integration schemes. 

Although positive benefits of peace and democracy have been seen in some of these sub-regional 

attempts like the CAN and the MERCOSUR (Malamud, 2005), these attempts have not reached 

the level of integration they originally sought. The CAN and the MERCOSUR represented the 

third wave of integration, which focused on the opening of markets as a method to develop. The 

fourth and newest wave of integration focuses on solving socio-economic inequities, 

underdevelopment of infrastructure, security development and under-representation of this 

region in international forums.   

 The leaders of these integration initiatives also seem to have a different goal for 

integration. They seek not only to integrate for the benefit of each national government’s 

economic track record, but rather to benefit the people within the region as a whole. This new 

wave appeals to the social constructivism approach that seeks to create a community out of 
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sustainable and reliable interaction among its members. This theory states that through continual 

reliance on one another, a new social and cultural identity can be formed. This new outlook at 

integration may ultimately be what this region needs, the creation of a regional identity for its 

people. There is no denying that a common regional market creates greater benefit for the whole, 

but it is the people that ultimately will demand the formation of such through its governmental 

institutions. The economic incentives of the market are enough to demand its creation but not to 

sustain the developments for regional integration. It is the patriotic-like sentiments born out of 

cultural and historical commonalities that motivate people to continually advocate for regional 

integration. For so long, the South American countries focused on the regional integration of 

economic markets without appealing to the social interests of the people. As the French 

economist Jacques Delors said “people do not fall in love with a market” (Castaño, 2004, p. 41), 

so integration attempts must also create a common identity for the people of the region in 

addition to providing economic benefits. 

 There are some lessons that could be learned from past attempts at integration that can 

aid in the development of the current wave. The first must be to overcome the collective action 

problem. If a strong union is to be created, bonds of trust must also be established amongst the 

leaders moving this project forward. As it was seen with the Latin American independence, only 

through trust and coordination can any advancement towards regional integration become 

possible. As we have seen in Dabene’s (2012) explanation for the fourth wave, political 

transnational organizations such as the Sao Paulo Forum in the South American region are 

already making progress in this area. These types of forums provide an alternative, non-

diplomatic area where members from the region can create working bonds and develop 

economic plans. It is from the Sao Paulo Forum where the alternative plan to neo-liberalism and 
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this fourth wave saw birth (Dabene, 2012). The leaders of this movement need to demonstrate 

their political will by making external policies focused on regional integration one of their top 

priorities.  Another step towards credible commitment-building also depends on the more 

developing countries in the region showing financial initiative and commitment. By taking on 

some of the initial costs of major integration projects, larger countries like Brazil and Venezuela 

will incentivize the participation of other nations.    

 The problem of credible commitment must also be solved at the institutional level. As it 

was learned from the comparison of the CAN and MERCOSUR, the purely intergovernmental 

approach at integration seemed to inhibit the growth of intra-regional trade promoted up to the 

late 1990s.  Supranational institutions like those seen in the CAN must be formed so that enough 

cohesive powers will continue to drive the participation of the member-nations. Creating a 

delegation of powers as those seen in supranational institutions like the Court of Justice in the 

CAN will be able to deliver this by seeking the benefit of the region as a whole rather than the 

individual benefit of each state.  

 The regard with which integration is sought must also be reevaluated, something which is 

more apparent in this wave but needs further development.  “We are uniting people, not forming 

coalitions of states” was the approach with which Jean Monnet sought to integrate Europe 

(Castaño, 2004, p. 40). In South America, the new integration schemes must also seek this 

integration not only as an economic strategy or a political tool for bargaining, but most 

importantly as a way of bringing the people of the region together. Even though representative 

and consultative bodies have been established by previous regional integration treaties, these 

bodies need to be directly elected and more inclusive of a wider variety of social groups in order 

to increase the amount of participation of the people at large. . 



Regional Integration in South America   49 

 

 Leaders of this integration movement must seek out ways of bridging the social gaps 

between citizens across nations rather than just holding diplomatic meetings. Previous attempts 

sought either economic or political integration, but this new wave must motivated to reach 

economic, political, and social integration. This needs to be fostered both at the 

intergovernmental and citizen level. In this fourth wave, ALBA has focused on social tendency 

while the UNASUR has had a political tendency. UNASUR intends to merge the CAN and 

MERCOSUR, but this goal seems to have dropped off in its priority list as many national leaders 

have crossed it off as unlikely (Briceño-Ruiz, 2010). The past approach at a purely economic or 

political integration has not been useful. As this new wave moves forward, regional integration 

must complement all three of these aspects with the motive of uniting people. 

   Grand plans such as those of UNASUR and ALBA must also take a pragmatic approach 

to integration that will increase interdependence and create a spill-over as recommended 

neofunctionalism. They must seek to accomplish specific projects that will deepen the level of 

integration and interdependence between its member-states. There are three projects in specific 

in which the region should capitalize on: The Initiative for Integration of Regional South 

American Infrastructure (IIRSA), which seeks to establish a regional infrastructure in transport, 

communication and energy (Pierce, 2011), the energy integration project that seeks to integrate 

gas and petroleum exploration and extraction programs for the region (Kellogg, 2007); and the 

creation of the SUCRE common currency program aiming to facilitate trade exchange among its 

participants. These pragmatic and ambitious projects for integration, if achieved, will encourage 

the people’s interest for further integration. Another project that may not deliver short-term 

results, but may help develop the process of integration in the long-term, is the harmonization of 

education policies and mutual recognition of education titles across borders. This program is 
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currently being worked on by the UNASUR and hopes to increase the movement of people 

across borders and implicitly increase the awareness of a regional identity. 

 Regional integration for South America is a very complex process and continues to see 

many challenges ahead. The proliferation of trade treaties and regional integration schemes has 

made convergence in the area of economic integration a difficult process and further integration 

in other areas more bureaucratic. In 2011, President Piñera from Chile said “we have many 

institutions but lack real will to integrate” (Heine, 2012, p. 1). This statement best exemplifies 

the national leaders’ frustration at the lack of progress towards regional integration. The past 

economic integration projects have not achieved their ambitious proposals, but the leaders still 

continue to hold meetings and propose policies without much headway.  Despite this lack of 

progress, the proliferation of economic integration attempts has brought many innovations to 

these sub-regional integration programs in a variety of non-economic aspects like energy, 

infrastructure and social programs. Diverse, all-encompassing integration will be successful if 

credible commitments between countries can be made and some of the non-functioning 

integration schemes can be replaced with a functional one.  

 There are many unfolding events in South America that have the potential to change the 

further integration of the region. Venezuela has been a major player in the integration of the 

region, and  a lot of recent changes in this country can affect the further development of regional 

integration as a whole. In 2012, MERCOSUR accepted Venezuela as a new member into their 

integration scheme; this new actor may greatly affect the dynamics of this institution. Venezuela, 

having been a member of the CAN, may serve as a communication bridge to help the 

convergence of these two organizations and further help the economic integration plan within 

UNASUR. The most critical event occurred this year when the recently reelected President Hugo 
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Chavez passed away. The president who often quoted Simon Bolivar’s dream of creating a 

“Patria Grande” (Grand Homeland) in South America, was a great leader for regional integration 

in both the ALBA and UNASUR schemes (Golinger, 2013). It is still uncertain whether the same 

regional integration policies that Venezuela promoted will continue to be seen after the new 

elections for his successor. If not, it will be interesting to see if any other country takes the reins 

of this regional integration wave. Brazil seems like a good contender, but Brazil has not 

indicated the will to take over the role. 

 It is still uncertain how the fourth wave of integration will develop for this region. When 

I began this thesis my belief had been that it would be the economic benefits that come from 

regional free trade which would promote further integration .The historic background of the 

region demonstrates that the economic circumstances may not be the most appropriate approach. 

Given the several failed attempts at economic integration, I propose that a more pragmatic 

approach be pursued by the nations of South America. This could be through the projects of 

infrastructure, finance and energy; but most importantly programs that promote the creation of a 

regional identity. Awareness-building programs will be most important in constructing a 

sociological identity for the people in this region. The people in turn will demand their policy-

makers and national leaders to supply them with more regional integration policies. National 

heads of state also need to demonstrate the will and commitment to integration by being willing 

to delegate supranational powers to integration institutions. If both of these factors are present a 

pragmatic plan for South American integration can crystallize. 
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APPENDIX  

 

Table 1: 

Regional Integration in South America, inspired by Dabene (2012) 

Wave Paradigm Convergence Agenda Institutions 

1
st 

1960-

69 

Developmentalis

m and 

Structuralism 

Lessons 

learned from 

the 1930-1948 

Economic 

Integration and 

Import Substitution 

Industrilization 

(ISI) 

Andean Group(AG),  Latin 

America Free Trade 

Agreement (LAFTA) 

2
nd

  

1975-

1989 

Change of 

developmentalism

,  end of 

consensus 

Lessons 

learned from 

ISI 

shortcomings 

Economic 

Integration 

Latin American Integration 

Association (LAIA) 

3
rd 

1990-

2000 

Neo-liberalism, 

open regionalism 

Economic 

Crisis Lessons 

learned 

Trade 

Liberalization 

Common Market of the 

South (MERCOSUR), 

Andean Community (CAN) 

4
th

  

2000- 

Today 

Neo-

developmentalism 

Economic 

Crisis, 

Lessons 

learned from 

previous 

waves 

Post-trade issue 

areas 

Union of South American 

Nations (UNASUR) 

 

Table 2: 

South American Claims to Independence from the Spanish  

Viceroyalty Cry of Independence Current countries  

Nueva Granada April 10, 1810 Venezuela, Colombia, 

Ecuador 

Peru September 10, 1810 Peru, Chile, Bolivia 

La Plata May 25, 1810 Argentina, Paraguay, Uruguay 
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Table 3: 

Institutional Comparison Table 

Institutional 

Comparison 

Decision-Making/Ruling 

Bodies 

Dispute 

Resolution 

Bodies 

Representative 

Bodies 

Consulting Bodies 

European Union 

(EU) 
European Council 
(intergov.) 

Council of Ministers 
(intergovernmental) 

European Commission 
(supranantional) 

Court of Justice (supran.) 

Court of 

Justice 

European 

Parliament 

Economic and Social 

Committee 

 

 

Andean 

Community 

(CAN) 

Presidential Council 
(intergovernmental) 

Council of Foreign 

Ministers 
(intergovernmental) 

Andean Commission 
(supranational) 

General Secretariat 

(supran.) 

Court of Justice 
(supranational) 

 

Court of 

Justice   

Andean 

Parliament 

Business Advisory 

Council 

 

Labor Advisory 

Council 

Southern 

Common 

Market 

(MERCOSUR) 

Common Market Council 
(intergovernmental ) 

Common Market Group 
(intergovernmental) 

Trade Commission 
(intergovernmental) 

 

Ad-hoc 

Arbitration 

Tribunal 

 

Permanent 

Arbitration 

Tribunal 

Joint 

Parliamentary 

Commission 

 

 

Economic and Social 

Advisory Forum 

 

Table 4: 

Levels of Regional Integration; Source  (De Lombaerde, Dorrucci, Genna, & Mongelli, 

2008) 

Free Trade 

Area/Custom Union 

(25) 

Measured by the changes overtime in tariffs and quotas 

Common Market 

(25) 

Measured by the progress in abolishing non-tariff barriers and the liberalization in 

the movement of capital and workers 

Economic Union 

(25) 

Measured by the degree of co-ordination of national macro-economic and micro-

economic policies  

Total Economic 

Integration (25) 

Measured by the set-up of supranational institutions and decision-making processes, 

structuring the process of regional integration through laws issued at a supranational 

level and the conduction of macroeconomic policies at a regional level 
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Map 1:  

Map Of South America Around 1763 (Howstuffworks.Com) 
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Map 2:  

Battle Campaigns for South American Liberation; Source (Chasteen, 2001) 
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Figure 1:  

CAN Hierarchal Flow Chart 
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Figure 2:  

MERCOSUR Hierarchal Flow Chart, derived from Asuncion Treaty
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Graph 1: 

Comparison of CAN & MERCOSUR Intra-regional Trade Share 
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Graph 2:  

Comparison of CAN & MERCOSUR Intra-regional Trade Share Intensity 

 

Graph 3:  

CAN & MERCOSUR FDI Inflow Comparison 
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