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1. INTRODUCTION

One of the most recent trends within regionalism is the fact that regions have increasingly become active actors in the international arena and are beginning to establish institutionalized forms of relationships among themselves. While the negotiation of North-South agreements such as the Free Trade Area of the Americas (FTAA) and the European Union (EU)-MERCOSUR treaty have attracted considerable attention from the academic community, South-South agreements such as the trade treaties signed between the Andean Community of Nations (CAN) and MERCOSUR (2003) and the South American Community of Nations (SACN) (2004) seem to have generated less academic reflection. However, both North-South and South-South treaties may be considered expressions of the same trend in international relations, which can be included under the label of interregionalism. 

De Lombaerde (2004) presents four alternative interpretations of interregionalism:

1) “A logic and essential component of increased regionalism”, that generates “region’s actorness in international and global relations” through their external acceptance by other regions and states (Van Langenhove, 2003);

2) A “movement promoted by the EU through a cooperative hegemony strategy, using  its soft (economic) power to defend its interests” in the world  and to weaken US power (Farrell, 2004);

3) “An expression of a move towards a regional world order”;  and

4) “An economic phenomenon whereby the US and the EU try to pursue their objectives at the multilateral level”, offering market access to other countries or groups of countries. 

The objective of this paper is to evaluate the process of formation of the SACN from an empirical and conceptual point of view, in order to establish how this case study fits into the alternative interpretations presented by De Lombaerde (2004). Additionally, it is hoped that the paper will contribute to a better understanding of the scope of the concept of interregionalism. The paper is divided in three sections:  1) a discussion of the concept of interregionalism; 2) a brief outline of the evolution of negotiations between CAN and MERCOSUR until December 2004, together with an analysis of some empirical issues that may affect the implementation of the SACN; and 3) a discussion linking perceived conceptual and empirical problems of the SACN with the concept of interregionalism. 

2.  INTERREGIONALISM AS A FRAMEWORK OF ANALYSIS  

Both realist and liberal analysts see foreign policy as a response to characteristics of the international system (either to a state of anarchy or to the need to cooperate in an increasingly interdependent system), while constructivists consider that foreign policy is internally motivated in response to domestic factors (mainly cultural identity and/or interests), but accepting that “at critical moments state preferences, identity, and goals may be shaped and reshaped by the international context” (Weiss 1999: 72). Palan (2004: 20) has added an additional distinction when establishing that realists do not deny national identity and interests in foreign policy formation, but they accept them in sequence – states’ interests and policy are determined before entering the arena of international relations, while constructivists consider them to be products of nation states “encounters” with other actors at the international level. In this paper we will argue in favor of the second proposition due to the fact that, in developing nations, internal motivations and domestic power considerations are highly influenced by the need to cooperate in an increasingly interdependent system. Changes in that system provide (or deny) these nations the possibility of changing their foreign policies in a specific historical moment.  

Assuming that foreign policy is a tool devised by the national state with the objective of achieving goals within a given international context, governmental decision makers and their ideas are important for its design and implementation, but they cannot be totally responsible for its outcome. The influence of domestic groups, the level of economic interdependence of the country, and/or the level of development of its institutions act as constraining or promoting forces along the whole process. These differences between the foreign policies of developed and developing nations derive from the diverse resources that both groups of nations possess when designing and carrying out these policies, and from the differential capacity to devise and apply instruments to achieve their goals.  At the same time, the impact of external forces on the economies of developing nations is larger than in developed nations, so the goals of the former are more affected by outside considerations. 

The previous paragraphs outline two facts:  1) foreign policy formation in developing nations reflects “the rational actions of governments constrained at home by domestic societal pressures and abroad by their strategic environment” (Moravcsik, 1993: 474),  thereby making it necessary to emphasize the causative interaction of both domestic and international factors (Putnam, 1988: 430); and 2) foreign policy formation is a historical process “being defined and redefined” by nations “in a permanent discourse” with each other.  Regarding the first point, there is so far no clear cut model able to explain the workings of the international-domestic nexus of foreign policy, and most of the literature on this subject deals with case studies of individual nations or groups of nations

It is in relation to the second point that the concept of interregionalism becomes important. Regarding the first interpretation presented by De Lombaerde, to accept interregionalism as “a logical and essential component of increased regionalism” that generates “a region’s actorness in international and global relations” implies that the phenomenon is generated mainly from within. This means that each region has defined a common set of objectives that wants to  achieve in the world, and also that it has some idea about its own strength and relative power to do so – in other words, that it has developed something akin to a regional identity and wants to assert this internationally. Dealing with this aspect of interregionalism in the SACN merits a more detailed study, and also a longer time span for data gathering and observation, so we have left this aside for the moment. Here we do not question that the EU and U.S. strategies may be multidimensional and similar (fourth interpretation) but consider that this is irrelevant for an evaluation of the SACN as an example of interregionalism.  Linkages can be seen, however, between the second and the third interpretations, because promotion of cooperation by the EU, in order to weaken U.S. power, may go hand in hand with a political project to grant governance to the world by means of a restructured United Nations (UN). Accordingly, we concentrate in discussing our case study in relation to the second and third interpretations, and we begin with by analyzing Hettne’s concept of interregionalism. 
Hettne (1999) has developed the concept of interregionalism
 starting from an analysis of the contrasting aspects of both the old and the new regionalism, characteristics of the latter being that it has advanced from the dynamics of the process of economic “spill over” to incorporate issues such as security, cultural and social concerns.  In his words, the new regionalism must be understood as a political project within which regions are in constant change and mutation, advancing from a geographical base towards the outlining of an “imagined community”. The process encompasses five stages– 1) the definition of a geographical unit; 2) the deepening of relationships among the human groups that share the same territorial base (regional social system); 3) the creation of a regional society, either spontaneously or by means of organized co-operation in specific areas; 4) the development of an organizational framework that marks the appearance of a regional community; and 5) an institutionalized regional system when the region has turned into an acting subject with a distinct identity, actor capability, legitimacy and structure of decision making (Hettne, 2002: 957)17. The process of convergence of a particular region “from relative heterogeneity to increased homogeneity with regard to … culture, security, economic policies and political regimes” may be a natural process or politically steered, or a mixture of the two (Hettne, 1996), but the end product will be an “imagined community”  with a territorial base (Hettne, 2002: 956). In this sense, political ideas are necessary for the development of regionalism. 
Regionalism can be understood from an “endogenous”  point of view – as the result of pressures from domestic actors within the region – and also  from the point of view of an answer to an exogenous process – globalization (Hettne 2002: 955). According to this proposition, the growth of a global market, that penetrates and dominates national economies, forces nation states to look for another level of action, that of the region.   “Regionalism is … one way of coping with global transformation, since most states lack the capacity and the means to manage such a task on the "national" level” (Hettne 1996).  The impact of globalization will be met with different answers according to the stage in which the region is, but regionalism will always be a political response to external forces (Hettne, 2002: 959). As the new regionalism is linked to globalization, it cannot be “understood merely from the point of view of the single region. Rather it should be defined as a world order concept, since any particular process of regionalization in any part of the world has systemic repercussions on other regions, thus shaping the way in which the new world order is being organized” (Hettne 1996).  
There is a dialectic movement between economic forces that promote commercial exchange and political regulations that try to reshape the economy in order to grant it governance. The first set of forces act at the global level, while the second set develops at the regional level, and the consequence of both movements is the development of regionalism with stronger state intervention. Thus, regionalism can contribute to solving different problems of globalization within the region– from security to environmental ones (Hettne, 2002: 963-964). Based on this, Hettne proposes a model of “regional globalization”, or globalization with regional blocs, in which different varieties of regionalism are possible, and “the new regionalism is an integral part of globalization” (Hettne 2002: 959).  

The relation between regionalism and globalization can be explained with the notion of a double movement (Polanyi, quoted in Hettne 2002: 959) -- an expansion and deepening of the (global) market will be followed by political intervention of the state (at the regional level) in order to protect society. Globalization and regionalism are expressions of those two movements.   Hettne also links regionalism with the possibility of a new multilateralism – a new Westphalian reformed order – governed by a reconstituted UN. This would imply both radical reforms within the UN, such as wider and better representation, and the inclusion of civil society, together with an agreement or understanding among regions. In this process, regional powers will have to be included in the decision making structure of the UN and also be recognized as their legitimate representatives by the other nation states within a region (Hettne 2002: 962).  This proposal of a model of regional governance, via interregionalism
, which would contribute to a new world order, is labeled “regional multilateralism”.    

Hettne views (2002: 955) old regionalism as a top-down process and new regionalism as going in the opposite direction, because while the former dealt with relations among nation states, the latter is a multidimensional phenomenon incorporating non - state actors. Regarding the “bottom-up” argument, Mittleman (2001) has elaborated on it by explaining that the first impetus of resistance against globalization came from civil society, until some states began resisting it too. He considers that, since there is no central source of order globally, “no sovereign power can claim legitimate authority over the world market”, and “diverse contenders – both state and non-state actors – seek to capture political and economic power or aspects of it” (Mittleman 2001: 4). The EU is the yardstick against which the new regionalism should be measured, because of the way in which it has been able to incorporate disparate countries or groups of countries along its history.

The Eurocentricism of the last proposition, which neglects to explain in what way the EU is anti - neoliberalism or a “political corrective” to globalization, has been criticized by Rudd (2003).  According to him, “the central virtue of the European Union is […]  to provide Europeans with negotiating leverage with the United States in shaping the emerging international order in a manner which maximizes European interests. What that order might be, and how it might differ from the current one, appears to be an open question. If it is to be a kinder, gentler globalisation, the blueprint has not been drafted, or not yet released. If it is to articulate on a global scale the social and political values of European new regionalism - … - this vision of post-globalist  arcadia has been kept well under wraps”  (Rudd, 2003). He also adds that  “the European Union was, and to a large extent remains, a top-down construct - a region born of a postwar determination by European political elites to avoid yet another conflagration between France and Germany after the disasters of 1870, 1914 and 1939. This was, and is, an entirely worthwhile project, but it cannot be considered as a movement from below”
.

However, aspects of interregionalism as a means to achieve a regional world order have been included in diverse documents, such as the report of the World Commission on the Social Dimension of Globalization, commissioned by the International Labor Organization (ILO) and presented in February 2004. This document supports the need to strengthen regional cooperation among developing nations, the recognition of the EU as a worthwhile model of regionalism, and the fact that without greater regional cooperation global governance may not be possible. Commenting on that report, Disney (2004: 136) states that “the use of appropriately constituted regions as the building blocks for global structure and processes is a key element of the concept of ‘constructive regionalism’ which, although not referred to by that name, receives valuable support in the Commission’s report”.  Also, the EU is backing the project of restructuring of the UN that may grant Brazil a permanent seat in its Security Council. Thus, interregionalism as a concept can be linked with specific proposals for reordering the world order.
3. PROCESS OF NEGOTIATION OF THE SACN (1994-2004) AND SOME EMPIRICAL ISSUES

In this section we include a short summary of the origin and scope of the SACN, and we place it within the trend towards the formation of economic blocs, before attempting to link it with the concept of interregionalism. Along the ten years between 1994 and 2004, the two South American subregional integration blocs – CAN and MERCOSUR – pursued negotiations aimed at establishing a free trade agreement between them (a South American Free Trade Area or SAFTA), and, a year after signing that treaty, created the SACN, which aims at including not only economic aspects but also political, security, and cultural ones. 

The negotiation of a trade agreement between the two groups of nations was slow and difficult because of “disparate negotiating objectives, domestic political and economic crises, domestic interest group opposition, and insignificant inter-bloc trade” (Harnett 2003; Rondon & Urbina 2003). The small amount of trade between CAN and MERCOSUR in recent years diminishes the economic interest of a trade agreement between them.  Data from Harnett (2003) show that between 1997 and 2002 “exports and imports from one another are not significant, that the Andean Community has a sizeable, yearly trade deficit with MERCOSUR, and that there was no increase in inter-bloc trade following the implementation of the fixed tariff preference agreements” between CAN and Brazil in 1999 and CAN and Argentina in the year 2000
.  Though these two agreements covered almost 90 % of Andean exports to both countries, the Andean Community did not experience a significant growth in exports to MERCOSUR.  Brazil and Argentina, however, showed a small increase in exports to CAN, but these exports never represented more than 4 % of their total exports (Harnett 2003).  

Moreover, economic incentives for this agreement are asymmetrically distributed among MERCOSUR countries because Brazilian exports to CAN are mostly made up of manufactured products, while the other members of MERCOSUR are competitive in natural resource based exports, which the Andean governments consider highly sensitive. The rest of MERCOSUR also has “defensive incentives” identifiable with the erosion of their own preferences in the Brazilian market, while Brazil hopes to generate dynamic development effects in its Northeastern region through closer association with Venezuela and better access to energy (Giordano 2002: 5).  For the other MERCOSUR countries, the benefit of negotiation with the Andean nations may have been the implementation of a common external tariff with that group of countries, through the renegotiation of the previous bilateral preferential trade agreements (PTAs) with them. 

SAFTA was originally linked to the idea of developing a regional alternative to the North American Free Trade Agreement (NAFTA), given the negative effects this had had upon Brazilian trade in manufactures to the U.S. and Brazilian and Argentine trade in agricultural products to Mexico
. It should be added, however, that NAFTA is not the only free trade area (FTA) having a trade diversion impact on MERCOSUR members, because Nogués (2003: 452-456) has documented the negative impact of successive enlargements of the E U for Brazil’s and Argentina’s trade in goods. But, while in the latter case MERCOSUR has pushed for negotiations of a FTA with the EU in order to avoid trade diversion, with the U.S. it has resorted to sign alternative agreements, such as the one with CAN. This does not mean, however, that a CAN-MERCOSUR trade agreement may substitute for tariff free entry of MERCOSUR products to the U.S. market under the FTAA, but it would help  displace Mexican imports to Colombia and Venezuela
, thus leveling the playing field of Brazil with Mexico within South America (Giordano 2002: 5).  

Finally, after several missed deadlines, the CAN-MERCOSUR trade agreement was officially established at the end of 2003, as the Economic Complementation Agreement (in Spanish Acuerdo de Complementación Económica, ACE) 59, “that falls short of the comprehensive free trade area both blocs were expected to reach” (Carranza 2004). In the end, trade between CAN and MERCOSUR is still ruled by several agreements – one between MERCOSUR and Bolivia (ACE 36, December 1996), another between MERCOSUR and Peru (ACE 58, August 2003), and ACE 59 (December 2003) between MERCOSUR and Colombia, Ecuador, and Venezuela. But even MERCOSUR did not act as a united bloc in all of them because Paraguay and Uruguay have signed separate bilateral agreements with different Andean nations. This underlines two facts: 1) that neither CAN nor MERCOSUR are truly implementing their respective common external tariffs, and 2) that the goal of transforming the previous bilateral PTAs into one single free trade agreement (FTA) has not been reached. 

In spite of these shortcomings, the governments that made up MERCOSUR and CAN, together with Chile, Guyana and Suriname
, signed into place the SACN a year later. Its objectives are  promoting trade and investment among its members, coordinating the institutions of MERCOSUR and CAN, and pushing both for the development of regional infrastructure in transport and communications and wider participation of civil society in the process of integration (Declaración del Cusco 2004).  The negotiations to move from SAFTA to the SACN were publicly advocated by Brazil and backed, to varying degrees, by Argentina and Venezuela
.  

To the question if the process of creation of SAFTA fits within the trend towards the formation of economic blocs, such as the EU, the FTAA, and even NAFTA, the answer is negative. The first difference is that, in recent years, that trend has usually included in those blocs at least one Triad country or group of countries (the EU, Japan, or the U.S.) with one or several partners from the developing world (UNCTAD 2003: 23).  Also, the formation of economic blocs has been linked to trade and investment flows among groups of countries, because Triad members and associate countries tend to conclude agreements either with those countries where they have important investments, or with those that are their main sources of foreign direct investment (FDI) (UNCTAD 2003: 25).  

In addition, most FDI inflows to Latin America and the Caribbean are extra regional, they have declined since the year 2000, and most of this downturn has concentrated in Argentina and Brazil
, especially in the field of services. The trend has been accompanied by a weak demand of goods and services within MERCOSUR itself, due to the Argentine debt default in 2002. Though FDI boomed in Argentina and Brazil after MERCOSUR was born in 1991, the effect had vanished by the end of the nineties, and nowadays there is little possibility that FDI in these countries will recover its 1990s level in the near future. The internal situation of the largest MERCOSUR countries also seems to preclude a reactivation of the regional economy from inside out in the short run.  

The fact that by 2002 the total outward stock of FDI from the EU had surpassed that of the U.S. (UNCTAD 2003: 23) is probably related to the interest of the Brazilian government to search for a trade agreement with the former. Regarding the origin of FDI to Brazil in the years between 1985 and 2001, calculations by UNCTAD (2003: Figure I.14, p. 24) show that Brazil was an associate partner country of the U.S. at the beginning of the period, and of the E U, at the end.  From this perspective, Brazilian opposition to the FTAA, which will enlarge U.S. economic presence in Latin America, and Brazilian insistence in pushing for a free trade agreement with the EU, owe much to the changed orientation of its arriving FDI, following the trend signaled by the UNCTAD Report.  It says very little, however, about Brazil’s interest in the establishment of the SACN, because this is not a large source of FDI and has little potential to develop into it.

4. DISCUSSION

When attempting to place the process of SACN formation within the concept of interregionalism, the first element that springs to our attention is that Hettne’s   interpretation does not seem useful for explaining the process of negotiation that led to the signing of the different ACEs that made up the trade agreement between CAN and MERCOSUR (i.e., SAFTA, or the economic component of the SACN).  In fact, an interpretation from the field of International Political Economy (IPE), such as that of Milner (1997a & b), comes closer to incorporate all the aspects perceived in the case study. 

Starting from the notion that cooperation among a group of nations is affected by the distributional consequences of that cooperation at the domestic level (Milner, 1997a: 9) Milner states that regional markets are necessary for firms with increasing returns to scale – i.e., firms that already operate with economies of scale, which make their home markets too small for them, but are not yet ready to compete in the global market. Firms under these circumstances lobby their governments for regional trade treaties, and regionalism may become the best choice available to political leaders (Milner, 1997b: 79). Governments sign regional trade agreements when four conditions are met – existing tariffs are already low, scale economies are important to firms, political leaders can craft agreements that treat sectors differently, and the size of the home market is smaller relative to the optimal scale of production (1997b: 90-91). Though she does not elaborate it, Milner (1997b: 94-95) mentions an additional argument in favor of the establishment of regional trade treaties – that these are more likely to take place among countries that are political allies.

In the case of Brazil we find both domestic business actors in industry and services interested in enlarging their market in order to incorporate segments of the Andean markets, and also political leaders who want to protect some other sectors. Among Brazilian domestic economic actors, the automotive and electronics industries in particular have been highly supportive of the government's negotiating stance with CAN (Harnett, 2003). But also in the service sector, large Brazilian construction companies will gain by participating in the development of the regional infrastructure that the SACN proposes. In fact, Norberto Odebrecht and Andrade Duarte, the largest Brazilian companies in this sector, are now engaged in building the most important infrastructure project in South America, the inter Oceanic highway linking Brazil to the Pacific Ocean via three Peruvian ports
. 

The willingness of Brazilian political leaders to protect other sectors of their economy has been made plain by that government’s willingness to maintain its programs of subsidies, even within MERCOSUR. Similar preferences have also underlined a good proportion of its disputes with the U.S.
 and its opposition to the FTAA. Brazilian politicians view SAFTA as a way to develop the northeast area of the country, and to offset Mexican access to the Colombian and Venezuelan markets due to the Group of Three (Harnett 2003). In addition,   Tollefson (2002: 298) claims that Brazil counts with the cooperation of the EU when playing the “regional card” against the FTAA, and this is reinforced by the different negotiating attitudes of the Brazilian government towards the U.S. and the EU.   At the same time, South American integration may help Brazil to achieve development in two areas indispensable for its economic growth – infrastructure (to insure intra South American trade as well as extra regional trade with Asia via the Pacific Ocean
) and energy (oil, gas, and hydroelectricity)
.  

But not all the conditions of Milner’s interpretation seem to apply to the case of Brazil in relation to trade negotiations with CAN.  The fourth condition, in particular, creates the apparent paradox of Brazil being the driving force behind the establishment of an agreement between MERCOSUR and CAN, when most of the Andean markets combined are smaller in size than the Brazilian domestic market. However, the Brazilian domestic market is burdened with a high poverty index that precludes large segments of their inhabitants from becoming consumers of durable and higher value added manufactures. So, for firms producing this type of goods, the Brazilian domestic market is small and the incorporation of segments
 of the Andean countries, which can acquire them if granted preferential conditions, may be a positive outcome of a CAN - MERCOSUR trade agreement.  

An important limitation of Milner’s interpretation is that, in other SAFTA members, such as Argentina and Colombia, it is hard to find the same amount of domestic business’ interest and support for the agreement (Giacalone 2003b).  Even Venezuela’s open support may be linked to its government’s  interest in regional alliances as mechanisms to offset political – non economic -- pressures from the U.S., especially when the Venezuelan economy is benefiting from the high prices of oil exports to the international market.  

Let us explore now if the SACN fits into Hettne’s concept of interregionalism. Regarding the fact that the concept presents European integration as the model for the rest of the world, it should be mentioned that, at the time of the creation of the SACN, Eduardo Duhalde, former president of Argentina, declared that this had been born “as a mirror of the EU” (Cadena Global/DPA/ANSA, Caracas, November 6, 2004). Brazil was again at the center of the promotion of this process, seconded mostly by Venezuela. And both governments have wrapped the proposal in a flow of rhetoric that stresses cultural values associated with the notion of a South American territoriality, similar to what Hettne has described as the fourth stage in the process of constituting an “imagined community” – the development of an organizational framework for the region or “regional community”.   

Some other elements of the concept of interregionalism, however, do not seem to apply to the SACN because it can be considered neither a “bottom-up” phenomenon, nor the manifestation of a common regional idea internally generated. Regarding the former, a revision of LATN, INAI, CSM, and CSLA, along the year 2004, did not show any civil society push for the formation of the SACN or any significant participation of elements of the South American civil society during negotiations
. Regarding the latter, Moneta (2002: 90) claims the existence of “an idea-force” about the important role to be played by Brazil in the international system, that has been incorporated in its national project and is accepted by considerable segments of the intellectual, political, and military establishments of that nation. But there is no evidence whatsoever of anything similarly accepted at the regional level. So, the regional horizon of the Brazilian national interest remains a Brazilian ideational motivation, not a South American one, and other governments participating in the SACN may have done so in order to fulfill their own regional or domestic interests. For example, it is estimated that construction of the inter oceanic highway will reduce from one week to one day transport from Peruvian towns near the Brazilian border to the sea, and will generate a growth of 1.50 in the GDP of Peru (www.AmericaEconomia.com  Nº 303, August 8, 2005).  If South American governments support the SACN in order to achieve their specific local, national, and regional interests, this means that not only are their motivations different, but also that in the future they will judge its effectiveness by the way the CSAN comes closer to fulfill those specific interests.  Additionally, this also implies that there is not a common world order horizon accepted by all South American governments.

The explanation of the SACN as a process of reaction against globalization, understood as the hegemonic control of one or more of the Triad countries, is also hard to accept when most of the countries that have established the SACN are still economically closer to the U.S. than to Brazil. Chile has already signed FTAs with the U.S. and the EU, and Colombia, Ecuador, and Peru are negotiating them with the U.S.  It is not so clear either that South American regionalism is anti-globalization, given the obvious support of Brazilian firms at least to the component of trade in goods and services and infrastructure development of the agreement.  Even if it were, globalization is not a monolithic, “undifferentiated phenomenon”, but “a complex array of phenomena due to the effects that strategic, political, cultural, and social influences have upon it” (Tonelson, 1997), so that reaction to globalization should be more specifically presented. 

Milner’s notion that regional agreements are usually signed with political allies may more adequately explain the SACN as an attempt to establish an institutionalized version of the political alliance among Brazil, Venezuela, and Argentina, incorporating into them the rest of the regional countries. Though the latter are not necessarily members of that political alliance, their governments may be attracted to the SACN because through it they expect to attain their own interests. Examples of such interests include access to funds from international institutions to develop infrastructure in transport, energy, and communications, greater bargaining power in international negotiations, cheaper access to oil, and also the electoral support of certain domestic nationalist sectors. The only two other South American countries that seem to be getting closer to the alliance are the weakest ones – Bolivia and Ecuador
. 

However, the case study of the SACN allows the opportunity to test other theoretical premises besides those of Hettne and Milner. For example, the behavior of Brazil confirms that foreign policy is a rational tool of the state affected both by the interests of non state domestic actors (business) and by pressures coming from the international environment (the negative effects of other FTAs on the Brazilian economy). But also that external pressures are filtered by historical relations between the developing nation’s state and its domestic constituents, as Brazilian protection policies for certain industrial sectors have long been in place, and an important part of its establishment subscribes the notion that Brazil should play a larger international role. 

Also, the constructivist notion that a nation state develops its identity and interests in “encounters” with other countries, and not only in its domestic sphere, seems to be validated.  This aspect of Brazilian foreign policy in the SACN is more related to extra regional rather than intra regional forces. The EU has lately been trying to carve itself a larger niche in the international landscape, both in economics and politics.  This reflects a feeling that the present century is “an European century”, due to the sense of enhanced power produced by the revaluation of the Euro vis-à-vis the American dollar, and to the achievements of their political union. In fact, Grisanti (2004: 13-14) claims that the EU is culminating its transit from Eurocentrism to internationalism by incorporating regions from all continents into its network of cooperation relations
. MERCOSUR, or any group of developing nations willing to associate itself with the EU world project finds a historical propitious opportunity to promote its regional interests, as this will be accompanied by European support of an enlarged international role for that group. In this specific case, the EU seems interested in reshaping the power structure of the UN, by incorporating “regional” leaders, such as Brazil, into the Security Council
. 

It may be speculated that, without this external support, the Brazilian government would have been less proactive and less successful in its endeavor to establish the SACN. Fostering “regionalism through interregionalism” is intentional, “if one group offers material incentives to the other for strengthening regional cohesion. The EU is indeed acting as an “external federator” and pursues such a strategy by providing development aid for regional projects or assistance devised to strengthen regional institutions” (Ruland 2002). However, this promotion in itself may not be indicative of external support for a regional identity or of the acceptance of regional ideational motivations, but of more pragmatic considerations. For example, Sberro (2004: 9) states that “Brazil alone, and even more with its three MERCOSUR partners, was and is the only country able to act as an efficient counterweight to the increasing influence of the U.S., as it was demonstrated during the FTAA negotiations, becoming an indispensable ally in order for Europe to preserve and enlarge its influence in Latin America and the world”
. 

The previous statements place the European project of global governance via interregionalism closer to a realist, non constructivist, perspective. They  also  provide room for assessing as well some empirical aspects that may hinder the future of the SACN. Regarding some of these aspects, detected as obstacles to a successful implementation of the SACN, let us point out that: 1) without a considerable improvement in intraregional trade and investment, in the short or medium term, the willingness of its members to support the project may erode quite easily. Though the promotion of regional infrastructure development may help achieve those objectives, projections for the year 2010 calculate that intra-regional trade in goods will grow in South America from  the present 25 % to 31 %, mainly in products with greater value added, meaning that mostly Brazil will benefit from this growth (Inter American Development Bank, 2000: 45); 2) ) if we accept that the SACN is not a “natural process” (from the bottom up) but it is “politically steered” (Hettne, 2002: 957), then it may encounter problems due to the fact that a change of parties in government in two or more member states may upset the political motivations behind the SACN; and 3) if the institutions of the SACN remain intergovernmental, lack of economic benefits and erosion of political support may lead to stagnation and decadence. In other words, without an adequate system of rewards -- in terms of economic gains for most participating countries -- and/or sanctions -- from supranational institutions-- the SACN rests mainly on a multifaceted political alliance and a propitious external conjuncture, and both of them may change in the future.  
In summary, Hettne’s interregionalism does not seem to offer an adequate explanation for the process of formation of the SACN, not because the latter casts doubts about the validity of the constructivist premises regarding foreign policies of cooperation among developing nations, but because Hettne’s concept supports among its goals the formation of an European-like organization, by means of a bottom-up process, resulting from reaction to an exogenous process (globalization) and striving to establish a regional world order. Does this disclaim the validity of constructivist interpretations of foreign policy formation in developing nations and even of interregionalism? The interpretations and the concept may still be valid, because the elements that cannot be found in the case of the SACN seem to be more normative than theoretical
 components. This means that there may be room for developing a concept of interregionalism, but that this will not necessarily fulfill the expectations placed on it as an agent of world governance. In this sense, the SACN case study seems to support the second interpretation presented by De Lombaerde (2004), as it may have been a response to the propitious external environment provided by the EU’s cooperative strategy
.   

Looking at integration agreements as by-products of their member countries’ foreign policy has the advantage of recognizing the importance of the domestic state apparatus and of economic actors’ influence in policy making. Certainly, some constructivists put the most emphasis on ideational elements and in the previous history of interrelationships, molded by culture and specific events. Even an IPE interpretation such as the one provided by the UNCTAD Report, with its emphasis on the relations between FDI and trade agreements may work the other way --- the interpretation presupposes that, because countries already have strong investments or strong investment dependence, they sign these agreements, but they also may have important FDI links because they are political allies (Milner; Moravcsik). Thus, trade agreements may not be dependent so much on previous FDI flows as they are on politically motivated alliances.  In the case of Brazil and Argentina, the signing of MERCOSUR into life in 1991 is a well - known example of an effort by both governments to cement a political alliance and to promote FDI between them and from abroad. 

If we look at the MERCOSUR-EU negotiations – actively promoted by Brazil – the previous entry of European FDI may be an important reason to establish a political alliance between the two.  But, at the same time, if there is a European political project of world order, a political alliance with Brazil may better explain the negotiation of a free trade treaty with MERCOSUR and European support for Brazil regional thrust in South America. In the latter case it may be less important that the SACN imitates the European prototype of “new regionalism” (with supranational institutions), than the fact that its regional leader (Brazil) is willing to side with European interests  in the face of the risk that the signing of the FTAA poses to them. In this sense the Brazilian political discourse on regional integration seems to echo the European notion that there are two types of globalization – an Anglo- American “profit driven business model”, and a European or French model, described as more “social”
.

Many questions remain unanswered, such as what is the role of the SACN in relation to Brazil’s economic and political aspirations?  Is it to present a united front in the FTAA negotiations? To foster the development of a regional identity based on culture, history, ethnicity, and territoriality or to present a regional answer against globalization?  Is it a Brazilian government device to establish itself in the global landscape by fitting into the world order that the EU is pushing for? It is not the objective of this paper to answer these questions but to generate discussion and awareness about them.  Let us conclude by saying that, whatever the answers to the previous questions, Hettne’s interregionalism seems to be, at the same time, a theoretical concept with  limitations and a political project of world governance centered in Europe (i. e., a structured effort at granting governance to globalization from the top-down and from one member of the Triad to other groups of developing countries).

In conclusion, the XXI century landscape of free trade agreements and regional political projects certainly remains complex and varied, and sometimes the theoretical approaches traditionally used to understand international relations do not seem apt at explaining the complexity and variety of those phenomena. Though economic driving forces behind FTAs may be more easily captured by IPE interpretations, ideational driving forces behind regionalism cannot be discarded as valid explanatory variables. Thus, looking at the same event or process from the perspective of different interpretations helps to push to the forefront its lights and shadows.   

3. REFERENCES   

      “Brasil despega, último llamado para abordar”. 2005. Comercio Exterior (Suplemento de La Nación), Buenos Aires, May 17.

      Carranza, Mario E. 2004. “MERCOSUR, the Free Trade Area of the Americas, and the Future of U.S. Hegemony in Latin America” Fordham International Law Journal (February)

      Chami Batista, Jorge. 2002. “El TLC y las pérdidas de mercado de Brasil en los Estados Unidos, 1992-2001” Revista de la CEPAL 78 (diciembre)

      CSLA (Correio Sindical Latino America)

      CSM (Correio Sindical Mercosul) 
      Declaración del  Cusco 2003 (diciembre) www.comunidadandina.org
      De Lombaerde, Philippe. 2004. “Thematic Cluster: Globalisation and Regionalisation” Globalization Studies Network, November: 2.

      Disney, Julian. 2004. “Regional and Global Social Governance Reform” Global Social Policy  vol 4, Nº 2.

      El Nacional (Caracas)

      El Universal (Caracas)

      Farrel, Mary. 2004. “The EU and Inter-Regional Cooperation: In Search of Global presence?” UNU-CRIS e-Working Papers (W-2004/9).

      Felder, Ellene & Andrew Hurrell. 1988. U.S.- Brazilian Informatics Dispute (Washington, D.C.: Johns Hopkins Foreign Policy Institute, School of Advanced International Studies)

      Giacalone, Rita, ed. 1999. El Grupo de Los Tres. Análisis de sus aspectos  económicos, políticos  y sociales (Caracas: Panapo)

     Giacalone, Rita. 2003a. “Latin America’s Foreign Economic Policy: Toward a Global South Framework” in Jacqueline Braveboy-Wagner, ed. The Foreign Policies of the Global South. Rethinking Conceptual Frameworks ( Boulder, Colorado: Lynn Rienner Publisher): 125-146.

      Giacalone, Rita. 2003b. “Posición y participación de los empresarios en las negociaciones entre la CAN y el MERCOSUR” in R. Giacalone, ed. CAN-MERCOSUR a la sombra del ALCA (Mérida, Venezuela: Grupo de Integración Regional-Universidad de Los Andes)

     Giordano, Pablo. 2002. “The external dimension of MERCOSUR: Prospects for North-South integration with the European Union” Royal Institute for International Affairs. MERCOSUR Study Group (London, May 23).

     Gossman, Eleonora. 2001. “Venezuela quiere entrar al MERCOSUR antes de fin de año” El Clarín (Buenos Aires) April 4.  www.clarin.com.ar
     Grisanti, Luis Xavier. 2004. El nuevo interregionalismo transatlántico: La asociación estratégica Unión Europea-América Latina (Buenos Aires: BID-INTAL, marzo) Documento de Divulgación IECI-04.  
     Gudynas, Eduardo. 2003. “Los caminos de la Comunidad Sudamericana de Naciones” (Programa de Las Américas, Silver City, NM: International Relations Center, November 5) www.americaspolicy.org/columns/gudynas/2005. 
     Harnett, Jeffrey. 2003. “The Downfall of SAFTA. The Triumph of Economics over Politics” Economic Integration of the Americas (December) 

     Hettne, Bjorg. 2002. “El Nuevo regionalismo y el retorno a lo político” Comercio Exterior  52 (11) (noviembre): 954-965.

     Hettne, Bjorg. 1996. “Globalization, the New Regionalism and East Asia” in United Nations University Global Seminar, Shonan, Japan, 2-6 September.

     Hettne, Bjorg. 1999."Globalization and the New Regionalism: The Second Great Transformation," in Bjorn Hettne, Andras Inotai & Osvaldo Sunkel (eds.) Globalism and the New Regionalism,  New Regionalism Series, Vol.1 Macmillan, London.

     INAI (Instituto de Negociaciones Agrícolas Internacionales) (Buenos Aires)

     Inter American Development Bank. 2000. A New Push for Regional Infrastructure Development in South America (Washington, D.C.: IDB-Integration and Regional Program Department, december).

     Klinkhammer, Ralf. 2005.”¿Debería Venezuela ingresar a MERCOSUR?” in R. Giacalone, ed. Venezuela en el ALCA. Entre realidades y fantasías (Mérida, Venezuela: Universidad de Los Andes-Vicerrectorado Académico)

     La Nación (Buenos Aires)
     LATN. (Latin America Trade Network) 2005. Newsletter Nº 132 (August 5: p.5)

     Milner, Helen V. 1997a.  Interests, Institutions, and Information: Domestic Politics and International Relations (Princeton, New Jersey: Princeton University Press)

     Milner, Helen V. 1997b. “Industries, Governments, and Regional Trade Blocs” in Edward D. Mansfield and Helen V. Milner, eds.  The Political Economy of Regionalism (New York: Columbia University Press): 77-105.

     Mittleman, James  H.  2001. “Globalization. Captors and Captives” in J. H. Mittleman & N. Othman, eds. Capturing Globalization (London & new York: Routledge) 

     Mittleman, James H. 1999. "Rethinking the 'New Regionalism' in the Context of Globalization", in Bjorg Hettne, Andras Inotai & Osvaldo Sunkel (eds.) Globalism and the New Regionalism, New Regionalism  New Regionalism Series, Vol.1 Macmillan, London.

     Moneta, Carlos. 2002. “Integración, política y mercados en la era global: MERCOSUR y el ALCA” in Georges Couffignal, ed. América Latina. El inicio del nuevo milenio (Buenos Aires: Universidad Nacional de Tres de Febrero), pp. 83  -124.

     Moravcsik, Andrew. 1993. “Preferences and Power in the European Community: A Liberal Intergovernmentalist Approach” Journal of Common Market Studies 31 (4): 473-524.

     Nogués, Julio J. 2003. “MERCOSUR`s Labyrinth and World Regionalism” Cuadernos de Economía  Año 40, Nº 121 (diciembre)

     Palan, Ronen. 2004. “Constructivism and Globalisation: From Units to Encounters in International Affairs” Cambridge Review of International Affairs Vol. 17, Nº 1 (April)

     Putnam, Robert D. 1988. “Diplomacy and Domestic Politics: The Logic of Two-Level Games” International Organization 42 (3) (Summer): 427-460. 

      “Redefinen Comunidad Suramericana”. 2004. El Universal  (Caracas) November 29.

      Rondón, Virginia & Xiomara Urbina. 2003. “Negociaciones entre la CAN y el MERCOSUR para establecer una zona de libre comercio. Avances y obstáculos” in R. Giacalone, ed. CAN-MERCOSUR a la sombra del ALCA (Mérida, Venezuela: Grupo de Integración Regional-Universidad de Los Andes)

      Rudd, Kevin. 2003. “Inserting a New Dialectic: Governance” in Globalisation: Australian Impacts (Sydney: University of New South Wales Press)

      Ruland, Jurgen. 2002. “Interregionalism in International Relations. Conference Summary” (Freiburg, Germany, 2002)
      Sberro, Stephan. 2004. “La tercera cumbre Unión Europea-América Latina y el Caribe. Un reto inaplazable para México” en Hacia la Cumbre Unión Europea-América Latina y el Caribe. Balance y Perspectivas Madrid: SINTESIS-AIETI, enero 2004)

      Telo, Mario. 2005. “La nueva socialdemocracia como instrumento para hacer frente a los desafíos de la globalización” www.nouclicle.org/puente (May 23).
      Tollefson, Scott D. 2002. “Brazil: The Emergence of a Regional Power” in R. K. Beasley et al, eds.  Foreign Policy in Comparative Perspective. Domestic and International Influences on State Behavior (Washington, D.C.: Congressional Quarterly Inc.)

     Tonelson, Alan. 1997. “Globalization: The Great American Non-Debate” Current  History Nº 399 (November): 353-359.

      Toro, Luis. 2003. “Dos escenarios alternativos de un acuerdo de libre comercio entre CAN y MERCOSUR: con o sin ALCA” in R. Giacalone, ed. CAN-MERCOSUR a la sombra del ALCA (Mérida, Venezuela: Grupo de Integración Regional-Universidad de Los Andes)

     UNCTAD. 2003.  World Investment Report (New York: United Nations)

     “Toledo firma contrato para construir carretera interoceánica”. 2005. (August 8) www.AmericaEconomia.com  

     El Universal (Caracas)

     Van Langenhove, Luk and Ana-Cristina Costea. 2003. “Interregionalism and the Future of Multilateralism” UNU-CRIS Working Paper
     Weiss, Linda. 1999. “Globalization and national governance: antinomy or interdependence?” Review of International Studies vol. 25, Special Issue (December)

     Zolner, Mette. 2000. “Business Discourse on Globalization: Americanization or Emergence of a New French Economic Model?” in Annual Conference of the International Studies Association (ISA), Los Angeles, March.  

Mérida, Venezuela, September 30, 2005 

� Grupo de Integración Regional- Universidad de Los Andes


� Regionalism is conceptualized by Hettne (2002: 954) as a political project of regional construction, while regionalization moves independently of the institutional process, includes a larger number of actors and is more difficult to define. 


� Interregionalism for Hettne is the process of establishing agreements among regionalisms, or regional political projects.  It is not clearly stated  that all these projects should  share common ideas, but it is implied that, at least, they should accept “regional multilateralism” as the final goal of the process, be willing to emulate the European model in their behavior, and support “development integration” (Mittleman, 1999).      


� An additional argument against the  EU being a “bottom up” phenomenon is the existence of  a “democracy deficit” debate, because of the feeling that democracy at the national level has become meaningless in Europe as more and more decisions are taken by supranational level institutions, which are not democratically accountable 


� See also Toro 2003, and Klinkhammer 2005. 


� On this matter see Chami Batista 2002, and Nogués 2003: 456, respectively.


� Since 1994, when SAFTA negotiations began, Mexico has had a free trade agreement, the so called Group of Three (G-3), with these two Andean countries (Giacalone 1999). 


� Two members of the Caribbean Community and Common Market (CARICOM) that are geographically located in South America.


� It has been claimed that the government of VenezueIa supports  SAFTA and the SACN as part of its drive to become a full member of MERCOSUR, and as an exit strategy from CAN (Harnett, 2003; Gossman, 2001). 


� Brazil’s FDI inflow fell by 36 % since the devaluation of 1998, UNCTAD 2003: 54, and, though it has recovered in 2004, Brazil still is the country with more FDI outflow in Latin America � HYPERLINK "http://www.AmericaEconomia.com" ��www.AmericaEconomia.com�  Sept. 30, 2005).


� The cost of the Brazil-Peru project (US $ 810 millions) plus the fact that construction has been granted to two Brazilian companies (Odebrech and Andrade) without a process of public procurement has been recently denounced in Peru (� HYPERLINK "http://www.AmericaEconomia.com" ��www.AmericaEconomia.com�  Nº 303, August 8, 2005).   


� See, for example, the dispute in informatics between the two governments in Felder & Hurrell 1988. 


� The Brazilian food industry  is especially interested in trade with Asia.


� On these two aspects see “Brasil despega, último llamado para embarcar” 2005, and Gudynas, 2003. 


� Only segments of the Andean nations population can acquire this type of goods because a large number of their populations share the same limitations than Brazil, but from the point of view of Brazilian firms those segments are a valuable expansion of   their domestic market.. 


� LATN and INAI gather press information on trade negotiations, agriculture, MERCOSUR, and so on, from all Latin America. CSM and CSLA record press information too and documents and declarations by trade union representatives, ONGs and some parties of the left. Dailies such as  La Nación (Buenos Aires),  El Naciona,l and El Universal (Caracas) were also reviewed  


� In these two countries Venezuelan oil money may be paving the way for an alliance more than common political ideas. 


� See also Telo, 2005, for more detail in the EU effort to constitute itself into “a laboratory of world governance”.


� The U.S. and China, however, oppose this enlargement (Gazeta Mercantil August 4, 2005 in LATN Newsletter 132).


� Translated by the author.


� Palan  (2004:  14) does not support the notion of the existence of a difference between theory and ideology, but Weiss (1999: 59) states that all globalists’ analysis differentiate themselves from other perspectives because they are often a prelude to a political project; in other words, that they are ideologically motivated.. 





� For more detail on European discursive constructions on globalization see Zolner, 2000.
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