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Governance after Financial Crisis:
South American Perspectives on the
Reformulation of Regionalism

NICOLA PHILLIPS

With the recent � nancial crises in Asia, Russia and Brazil, the resurgence of
debate on the ‘management’ of globalisation has thrown into doubt a number of
the ‘certainties’ which policy makers constructed to deal with the ‘uncertainties’
of a post-Cold War, globalising world order. These ‘certainties’ centred around
the dominance of the ‘Washington Consensus’, the euphoria of ‘globalisation ’
and the heralding of an inexorable march towards a truly ‘global’ economy, and
the notion of the ‘information age’ and the ‘digital revolution’ which eliminated
cumbersome national boundaries and ‘shrunk’ the world into something approx-
imating a ‘global village’. Academic and policy debate, bored with the
monotony (and inaccuracy) of this ‘hyper-globalisation ’ discourse and, perhaps,
with contesting yet again the alleged disappearance of the states, has turned of
late towards a ‘restructuring’ agenda: restructuring of, for example, the � nancial
architecture, the regulatory role of the national state, global markets, multilateral
institutions and, crucially, the conceptual foundations of our understanding of
international political economy (IPE).

Neoclassical economists’ stubborn refusal to treat social and political variables
as anything other than exogenous to the mainstream of market activity has been
challenged by a growing intellectual preoccupation among international political
economists (and other social scientists) with the normative connotations of the
particular con� guration of economic and political power implied by the term
‘globalisation ’.1 This emerging normative agenda found particular expression in
responses to the ‘crises of market fundamentalism’ occasioned by the � nancial
turbulence of 1997–9. The ‘no-alternative’ rhetoric of globalisation appears to
have given way to a more nuanced understanding of processes of global change
and, moreover, of the sociopolitica l consequences of the ‘commodi� cation’ of
economic and social relations. Most importantly, the � nancial crises propelled a
renewed emphasis on the agency of state and non-state actors in directing,
managing, perhaps mitigating the impact of the speci� c types of global economic
activity that dominated the 1990s. In short, there appears to be underway a
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rethinking of development models and policy principles, as well as the institu-
tional con� gurations associated with them.

So where and how does regionalism � t into this picture? This article focuses
on the ways in which � nancial crisis has altered conceptions and forms of
regionalism in the global political economy, and thus compels a change in our
theoretical understandings not only of regionalist dynamics but also of ‘gover-
nance’ in the broader sense.2 To this end, my aim is to look through a South
American lens at the central issues involved in the reformulation of regionalism.
I propose to do this by setting out a series of three interconnected responses to
the question of where regionalism � ts into a ‘post-globalisation ’,3 ‘post-Wash-
ington Consensus’4 reconsideration of key structures, development models and
policy issues. These are considered in turn in successive sections of the article.

The � rst part of the argument is that the � nancial crises, by propelling an
important ‘globalisation backlash’,5 contributed to signi� cant shifts in the artic-
ulated interests of states and the policy agendas through which these interests are
pursued. Given, as we will see, that regionalism is inherently a project driven by
states and a signi� cant means by which some measure of policy latitude
threatened by globalisation might be salvaged, there is a persuasive argument to
be made that the domestic impact of recent global trends will necessarily involve
a rede� nition of the bases of regionalism in various parts of the world. In
addition, if the central foundations on which contemporary regional arrange-
ments are constructed are challenged, modi� ed or torn down, then it seems
reasonable to expect, supported by recent evidence, that the nature of the
resulting regional projects will undergo a consequent and related process of
change.

The second idea focuses on the articulation (or not) of regional responses to
� nancial volatility . As yet, the literature on � nancial crisis has tended to focus
on the implications of turmoil for ‘regions’—especially with reference to such
phenomena as ‘contagion’—with little sustained attention to the impact on
regional projects. There is a generalised assumption, though, that recent insta-
bility has generated a ‘relegitimation of the containment effects of neo-regional
arrangements’.6 This is an attractive proposition given the somewhat pitiful
prospects for individual countries to respond in meaningful fashion to � nancial
crisis in view of its scale in various regions. The idea of imposing capital
controls, for example, intuitively seems more viable in the context of a concerted
effort among various players, at least some of whom might hold suf� cient
‘structural power’ to have some sort of signi� cant impact on outcomes. The
wisdom holds, furthermore, that, if regionalism is assumed to capitalise on
commonalities of interests among member states, the notion of collective
responses to global instability similarly will be informed by a convergence of
‘interests’ re� ective of common circumstances.

Nevertheless, evidence from various regions does not bear out unequivocally
the contention that collective responses to volatility in the global capitalist
economy are desired or indeed viable. Contrary to the apparent consensus that
the crises will act to strengthen regionalism, developments in South America and
elsewhere7 appear to suggest that in the short term possibilitie s for collective
action are weakened and regional projects are as likely to fragment as to
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coalesce. However, from a longer-run perspective, it seems probable that the
consequences of this process of change will favour the articulation of stronger
regional identi� cation, which may well lead to an important rede� nition of the
nature and patterns of contemporary regionalism. Of late, perhaps since the
Mexican crisis, the neoliberal ‘credibility’ effect of regionalism has become less
relevant than its importance as a means of shoring up national economies against
the crisis-generating nature of global capitalism. For many, therefore, the most
pertinent function of regional integration will be increasingly its defensive
potential against the vagaries of global capitalism, on the one hand, as much as
its importance as a mechanism for collective action, on the other. In the context
of current shifts in approaches to globalisation , the question is how some sort of
reconstituted regionalism will relate to broader ‘global’ trends.

This leads into the third idea about how regionalism is implicated in recent
global instability . The � nal part of the article offers some preliminary thoughts
on the implications of these trends for current imaginings of the future of global
governance. A ‘regionalisation ’ of the ‘post-globalisation ’ world order poten-
tially undermines the central principles of global liberalisation which depend
crucially on the now threadbare idea of ‘convergence’. The progressive articula-
tion of regional difference, as well as the ‘regionalisation ’ of policy agendas,
generates important questions about the future trajectory of ‘governance’. More-
over, to conceive of world order in regionalist terms of a future ‘triadic’ structure
of global governance is problematic, principally in its neglect of the regional
trends identi� ed in the bulk of this article. The resulting dynamic in the global
political economy is thus more likely to be one of tension between the forces of
regionalism and globalism than one of mutual reinforcement in which global and
regionalist governance serve the same global ends.

States, interests and regional alliances

Along with the longstanding debate in mainstream globalisation theory over the
‘retreat’ of the state8 vs. its rehabilitation in new areas of competence and
authority,9 mainstream theories of regionalism remain somewhat ambivalent
about the signi� cance of national states in a range of regional arrangements. The
recent con� uence of currents in comparative politics, which call for a more
rigorous understanding of the complexity of state–society interactions in condi-
tions of ‘structured privilege’, and currents in IPE, which emphasise the
‘transnationalisation ’ of political activity and the diffusion of power away from
its exclusive concentration in the structures of national states, have provided
useful avenues for theorising the politics of regionalism.10 An important strand
of the research agenda on regionalism in recent years has been the concern
with regionalist ‘governance’ which, for good reason, takes as its principal
laboratory the European Union. The concern with supranationalism and the
attractive notion of ‘multilevel governance’11 have generated a theoretical
movement away from traditional Westphalian understandings of states and
sovereignty. Under conditions of globalisation, states have lost or surrendered a
signi� cant degree of policy-making latitude as a result of the compression of
time and space, the primacy of global (especially � nancial) markets and the
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increasing salience of transnationa l power structures and non-state forms of
authority. As is now well understood, however, these arguments are not
incompatible with more ‘national’ perspectives on the state which emphasise its
continuing monopoly over political legitimacy and its continuing centrality in
policy management and the arbitration of social con� ict.

Ideas about the ‘pooling’ of sovereignty at the regional level often fall into the
same trap as arguments that equate globalisation with the disappearance of
states. From a ‘global’ perspective, regionalism constitutes a transnationalisatio n
of economic and political activity, which implies the transcendence of state
boundaries in the interests of ensuring cooperation and reducing the potential for
con� ict, of whatever description, between geographically (and perhaps cultur-
ally) proximate partners. From a ‘bottom-up’ perspective, the formation of a
regional bloc is concerned with various dimensions of state-building . The
rationale for regionalism is invariably that there are common goals which can
best be pursued in concert with other states or actors. Rather than implying a loss
of ‘statehood’, regional arrangements allow not only for the elaboration of
appropriate responses to the pressures of global liberalisation ,12 but also for the
maintenance of some degree of ‘discretion’ in the management of domestic
policy issues and the salvaging of effectiveness in speci� c policy areas. The
‘regionalisation’ of social or industrial policy, for example, or the regional
negotiation of policy in sensitive areas such as agriculture or automobile
industries permit governments to attempt to reconcile in some constructive way
priorities peculiar to the ‘national’ (and perhaps ‘regional’) setting with the
internationalisatio n of economic activity under conditions of market globalisa-
tion.

Whether or not we choose to focus on the multilevel governance structures of
the EU, then, we are drawn to Gamble and Payne’s de� nition of regionalism as
a ‘state-led or states-led project’ which remains crucially ‘statist’ in its various
manifestations , as distinct from the social process implied by the term ‘globali-
sation’.13 Thus, the ‘globalisation and the state’ debate differs from questions
about the national state in regionalism, the latter departing from the notion that
regionalism is a speci� c policy project propelled and directed by states, notwith-
standing complex relationships with non-state agency and the emergence of
increasingly complex notions and structures of governance. The momentum of
regionalism relies on ‘palpable’ manifestations of state action (treaties, trade
agreements, formal and informal institutionalisation , intergovernmental deci-
sions) which are in many respects lacking from contemporary manifestations of
‘globalisation ’. Regionalism must necessarily be understood as a constructed
product of human agency.14 In this sense, the regional dimensions of structural
change have long been something of an inconvenience for the less re� exive of
‘globalisers’ who have used the hegemonic discourse of globalisation to dispense
with any meaningful notion of a national state.

South American regionalism is notable for the extent to which states occupy,
almost exclusively, the epicentre of the regionalist project. The transfer of
political authority from national governmental structures to specialist policy
communities and the supranational structures of the EU � nd few parallels in the
Mercosur.15 In the same way as South American politics remain inconveniently
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statist for those that wish to proclaim a decisive shift in the location of political
power towards non-state sites of authority, regionalism bears the imprint of this
particular centralised type of state–society interaction. The Mercosur is not
entirely without institutions , but its institutiona l structure is wholly intergovern-
mental, rather than supranational . The two intergovernmental bodies created by
the Treaty of Asunción—the Common Market Council (CMC) and the Common
Market Group (GMC)—are composed (in the case of the former) of the Foreign
and (usually) Economy Ministers of each member country and (in the case of the
latter) of representatives of the Foreign Ministries, Economy Ministries and
Central Banks. Virtually without exception presidential meetings and negotia-
tions dominated the major summits between Mercosur countries in the 1990s.
Apart from the small bureaucracy of so-called ‘Mercocrats’ which makes up the
Administrative Secretariat, the integration process in Mercosur is handled by
groups of of� cials in the relevant ministries in each of the member countries.
Therefore, the technocratic teams remain located at national level, rather than at
supranational level as in the EU. They remain politically accountable to their
respective governments and responsive to other state agencies (especially those
concerned with economic policy), provincial governments and national business
interests.16

Business interests remain underrepresented in the Mercosur, notwithstanding
the formation of the Economic and Social Consultative Forum in 1994 and
important advances in cooperation between national business communities in the
late 1990s. The preference has remained for informal bargaining channels and
lobbying activities as opposed to further regional institutionalisatio n that would
give more formal expression to business interests. As a result, business interests
are articulated in regional negotiations through the structures of the states. That
trade union input which exists is similarly mediated by national governmental
structures. Other actors, such as political parties, small � rms and social move-
ments, remain to date of relatively marginal importance in the formal structures
and operations of the Mercosur. As such, the South American case currently
conforms far more closely with the arguments of the ‘intergovernmentalist ’
camp in the literature on EU regionalism17 than the neofunctionalis t emphasis on
supranationalism or the ‘decisional reallocation’ of multilevel governance ap-
proaches.

So where does all this lead us? First, it af� rms that regionalist projects (and
perhaps especially the South American) remain dominated by state actors and,
by extension, the interests of states at a given historical moment. (The extent and
ways in which the states can be seen as an aggregation of interests, and the
dynamics that we observe in the construction of what eventually become the
‘interests’ of states, require empirical elaboration on the basis of individual
cases). Second, it concentrates attention on the particular historical moment in
which global, regional and domestic orders are currently situated. The � nancial
crises of 1997–9 propelled a questioning of the dominant global orthodoxy in a
variety of ways. One of these concerns policy choice, in which the most
important agents remain national governments and state actors. The process of
rethinking central tenets of development models necessarily involves re-
con� gurations of political and economic power, which consequently propel
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reassessments of participation in the global political economy and the construc-
tion of regional orders. It is signi� cant that national states are central to both of
these mutually constitutive processes: the rethinking of policy ideas privileges a
rethinking of the parameters of state action, state authority and state responsi-
bility, which feeds into a state(s)-led project of change at the regional level.

Given that the latest ‘wave’ of regionalism was constructed to complement
and reinforce neoliberal reform processes (notably in Latin America), it is
reasonable to expect that the questioning of the fundamentals of neoliberalism
will be re� ected in the nature of regionalist projects. While the extent of this
questioning should not be exaggerated, it is evident that the zealous commit-
ment to neoliberal restructuring in the early 1990s had been superseded by the
end of the decade by an awareness among policy elites and societies in the
affected countries that adherence to such a strict set of policy measures had
not generated a solid basis for growth and development, nor for the continued
dynamism of global capitalism. The disillusion occasioned by burgeoning social
dislocations—consequent upon shifts in employment structures and tax
burdens—combined with a marked resentment of both private � nancial agents
and IMF–Treasury elites in the aftermath of � nancial crisis to produce a
generalised backlash against globalisation , of which trends in South America
form part.18

The result was the emergence of a genuine (though to date less than concrete)
debate in policy and academic circles on potential means of ‘governing’
globalisation and of making good the notion of the ‘social market’. At the 1999
and 2000 meetings of the World Economic Forum and G7 summits, much was
made of the apparent trade-off between international competitiveness and the
social and political priorities of democratic systems.19 Privatisation and deregu-
lation in welfare provision, especially, were recognised to have contributed to
rising levels of domestic inequalities , and the ‘logic’ of international restructur-
ing to have fed into an increasingly painful differentiation between rich and
poor countries. Social injustice came during this time to be associated with the
absence of effective economic regulation, or at the very least with the process
of deregulation which most countries were engaged in engineering for much of
the 1990s. By the end of the decade, there were thus increasing but still muted
calls, some emanating from the discipline of economics, to recognise the
negative correlation between social stability and ‘purist’ forms of neoliberal
globalisation.20 As a result, the objectives of market economics were seen to
stand in need of re-evaluation as much as the functioning of the market
economy itself.

‘Reform fatigue’21 became entrenched among Latin American electorates
over the course of the 1990s. The politics of the spate of presidential elections
at the end of the decade demonstrated that, while public opinion stopped short
of condemning the fundamentals of the economic model, support had become
notably contingent on governments’ commitment to mediating the socially
deleterious effects of global liberalisation . What was needed, Latin Americans
argued, was a novel approach to economic and social governance which
displayed � exibility and imagination—‘intelligent solutions’, in short, ‘even if
they don’t feature in Economics textbooks’.22 Current evidence accordingly
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suggests that the future trajectory of policy in South America will re� ect a trend
away from ‘automatic pilot’ market strategies towards more active policies of
the types enshrined in the Asian ‘developmental state’ model and now advocated
in Latin America by a growing number of governmental, societal and media
voices.

This condemnation of the ‘stateless market’ points to a (re-)recognition (in
policy intellectual circles) of the institutiona l and social embeddedness of
markets as well as the ways in which the functioning of domestic and global
markets depends on the generation of political consent.23 The presence of highly
mobile international capital and processes of commercial and � nancial liberalisa-
tion proved over the 1990s to be socially unworkable in emerging economies
which are not possessed of the sorts of domestic compensatory mechanisms
found in the industrialised countries.24 In some cases, notably Venezuela,
traditional antagonisms to the Anglo–American neoliberal agenda and resistance
to ‘globalisation ’ became increasingly pronounced. There and elsewhere, this
scepticism prompted echoes in some quarters of pre-globalisation , pre-reform
arguments that developing countries are neither ready for, nor suited to, global-
isation.25

The Southern Cone countries did not at this time exhibit such strong insertion
into a generalised ‘globalisation backlash’, but certainly exhibited a concern for
genuine policy change, notably a re-empowerment of the state in a ‘globalised’
market environment which has found only inadequate ways, if any, of dealing
with the social and institutiona l dislocations it generates. With � nancial insta-
bility, old reservations resurfaced about both the absence of effective regulation
of capital and the absence of mechanisms for correcting market failures. At a
policy level, the ‘dangers’ of openness to globalised � nance and the observation
of global contagion revitalised neoKeynesian ideas about the role of the
domestic economy in producing growth. Long-term growth projects based
entirely on the vitalisation of the external sector, particularly in places like
Argentina where the external sector still accounts for less than 10 per cent of
GDP, were gradually (or not so gradually) losing currency among policy elites.
Political climates at the end of the 1990s were dominated by heightened
awareness of the social responsibilitie s of governments, propelled by rising
levels of popular mobilisation (in countries like Chile), increasingly salient
social inequities (such as in Brazil) and persistently high levels of unemployment
(most obviously in Argentina).

Whether these processes of re-evaluation will yield signi� cant results remains
to be seen. The observation that the � nancial crises propelled a scrutiny of
neoliberal models does not mean that neoliberalism will be discarded as the
dominant policy paradigm. Clearly, the hands of policy elites in the majority of
South American countries remain tied by IMF agreements and the need to
appease sources of investment and external � nance. Concrete alternative policy
agendas have yet to be articulated convincingly by domestic policy elites. It is,
however, signi� cant that even among prominent international political
economists the espousal of unorthodox strategies by prominent international
economists is much less uncommon than in the pre-Thai devaluation days: calls
for capital controls being the most obvious example.
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The implications for regionalism, in this light, are two-fold. The � rst is that
these changes in the constituent bases of regionalist projects (policy ideas and
state interests) are likely, in ways which vary across regions and projects, to alter
the nature of regionalism and the uses to which it is put. While � nancial crisis
might not have weakened support for free(r) trade, it prompted a questioning of
the ‘one-size-� ts-all’ policy formula and consequently may strengthen articula-
tions of regional ‘identity’ informed by political and socioeconomic realities,
rather than by a globalised set of values and policy prescriptions captured under
the banner of ‘Anglo–American neoliberalism’. This reconstitution may well
take a shape which introduces elements of a more explicitly ‘defensive’ strategy
in response to the pressures of multilateralism and globalism. While this is
highly unlikely to translate directly into open protectionism, key departures from
the principles of unfettered competition or complete deregulation, for example,
seem to be strong possibilities . In short, the compulsion to conform with the
minutiae of the ‘globalised’ neoliberal policy package appears increasingly
diluted by a concern to � nd policy strategies appropriate to speci� c historical-in-
stitutiona l and economic settings and to implement policies to offset the raft of
economic and political dislocations occasioned by global liberalisation .

The second is that the only viable means by which genuine policy change
might be achieved is through collective action at the regional level. In the same
ways that one of the primary functions of regionalism in the heyday of
neoliberalism was to ‘lock in’ policy reform, future directions of policy change
are likely of necessity to rely on the same mechanisms of regional collective
action to increase the costs of deviation and also to construct political legitima-
tion for a particular policy agenda. Moreover, the particular con� guration of
economic, institutiona l and political capacity resulting from the most recent
period of capitalist instability necessitates collective action as the only means by
which a range of public goods might be provided by governments. These
arguments are elaborated in the next section.

Regional collective action: coalescence or fragmentation?

The suggestion, therefore, is that given the ‘backlash’ against unfettered global-
isation, some ‘regionalisation ’ of policy ideas seems likely as policy solutions
sensitive to speci� cally local dif� culties are sought, putting paid (yet again) to
the notion of ‘convergence’ on a single, globalised set of values and policy
principles. Meaningful policy change, however, is not easy and, moreover, does
not come cheap. The capitalist world economy remains dominated by integrated
trade and capital � ows, unregulated � nancial markets and technological dy-
namism. Moreover, development strategies remain dependent on external capital
resources, particularly in the aftermath of currency collapse. Political impetus for
policy change in response to what we might call the ‘globalisation of inequity’
has a high price tag, especially in the absence of strong capital in� ows or the
presence of strong capital out� ows. As a result, incentives for collective action
are heightened as countries seek to maximise the international credibility of
whichever policy responses are politically expedient in a given situation.
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It is here that our arguments about regionalism come into play. Given the
dif� culties associated with international cooperation in broader terms26 and in
light of the relatively insigni� cant role that Latin American countries (and
developing countries generally) play in internationa l cooperation for the pro-
vision of public goods, regional collaboration may well retain its utility as a
credibility-maximising and legitimacy-generating mechanism by which countries
can pursue sets of similar goals in a globalising, currently volatile, international
economy. As policy elites start to rethink their role in providing those collective
goods associated with mitigating the worst impacts of socioeconomic disloca-
tion—and indeed what those collective goods might be—the regional dimensions
of that provision become decisive. And if states in Latin America (and other
developing countries) are more concerned, for a variety of reasons, with the
elimination or management of ‘public bads’, rather than the provision of
collective goods,27 then the regional dimension is all the more salient given the
limitations on the political, institutiona l and economic capacities of these states
to engage in this type of public policy. Finally, collective action is necessitated
by the prior existence of a regional bloc and the need to maintain a balance of
competitiveness . When this balance is disturbed by � nancial crisis or unilateral
policy innovation, we can hypothesise that the maintenance of a regional project
depends on collective action between states.

If, for example, South American countries are concerned to construct a model
which is more socially responsive and politically sensitive, the options for
funding such a shift in public policy are largely limited to increasing or
restructuring taxation. Tax structures have important implications for balances of
external competitiveness . Changes in the domestic distribution of tax burdens,
especially in the presence of such structural imbalances as those which exist in
the aftermath of precipitous devaluation, induce changes in the relative compet-
itiveness of domestic industrial and external sectors. In the presence of a regional
bloc, not only are perceptions of such competitive (dis)advantages heightened,
especially in countries which are very signi� cantly dependent on regional
markets, but also pressures for reciprocal coordination between member coun-
tries are likely to emerge. For this reason policy initiatives which affect external
competitiveness generally will � ounder in the absence of collaboration. Both
economic and political objectives may be seen to demand collective regional
action in key areas of policy change. Increasingly loud calls from Argentina
particularly for policy harmonisation in a range of areas respond directly to these
considerations . Similar arguments apply to the introduction of social charters, or
to labour � exibilisation initiatives .

Another illustration of this point may be found in the debates on regional
currencies propelled by experiences of � nancial volatility at the end of the 1990s
and the annihilation during this time of most forms of semi-� xed exchange rate
regimes. The notion of some sort of triadic currency order—centred on regions
currently structured around the dollar, euro and yen—has been � oated frequently
in discussions of the creation of a new ‘global � nancial architecture’.28 Develop-
ments in South America in the aftermath of the Brazilian devaluation re� ected
these debates. Although generally a lone voice, Argentina’s spirited defence of
its currency, which is fully convertible to the dollar in a currency board
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arrangement established in 1991, was based on calls from government and some
business elites for both the creation of a common Mercosur currency and/or the
dollarisation of the Latin American region as a whole.29

However, the possibilitie s for European-style monetary union in South Amer-
ica would appear still to be limited. Although the notion of a ‘little Maastricht’
for the Mercosur gained considerable ground over the course of 1999 and the
� rst part of 2000, the Brazilians for the foreseeable future are likely to be
unwilling to abandon the bene� ts of a � oating exchange rate.30 Dollarisation,
given the concessions it implies to the United States (and indeed its inauspicious
start in countries like Ecuador), can be largely ruled out of future scenarios.
Moreover, although Argentine preferences might � nd some resonance with
Mexican business, for example,31 the likelihood that such a project would � nd
even swampy ground in South America is diminished by precisely those factors
which complicate the generation of collective responses to � nancial crisis.
Despite the arguments for regional collective action outlined above, present
evidence indicates that this can be only a long-term scenario, for two reasons.
The � rst is that at present the Mercosur is not equipped to ‘carry’ the sort of
integration that signi� cant policy innovation might require. Its minimal level of
institutionalisatio n and its slow progress on key (and basic) economic issues—
such as trade in services, government procurement, intellectual property, compe-
tition policy, harmonisation of customs procedures and exchange rate
coordination—prompt scepticism about its capacity as a modus operandi for
collective action.

The second and related issue is that the divergence between member countries
for much of the late 1990s was far more pronounced than convergence. Key
differences in economic structures and policy orientations (notwithstanding a
general commitment to an economic development model which privileges open
markets) generated signi� cant tensions between Argentina and Brazil especially,
not only on immediate policy issues but also on visions of the future of the
regional project. These tensions were exacerbated by the Brazilian devaluation
of early 1999 and led to a marked atomisation of policy responses, rather than
increased coordination and cooperation. Super� cial short-run collective re-
sponses—seen in the frenzy of summit meetings with the IMF, rhetorical
commitments to ‘support’ from the US government, bail-out packages and
24-hour hotlines between Mercosur presidents—only thinly disguised increased
regional atomisation as governments formulated responses most suited to par-
ticular national situations . The tension between Argentina and Brazil and the
exigencies of responding to domestic instability pushed the regional agenda on
to the back burner. While the Argentine government was calling for dollarisation
and macroeconomic policy harmonisation, Brazilian elites were concerned with
more speci� cally national priorities of dealing with the impact on prices and
interest rates, and, no less important, in trying to salvage the fortunes of the
beleaguered president Cardoso, rescue the reform agenda and bring the belliger-
ence of the provincial governments under some semblance of centralised control.

Furthermore, as The Economist recently put it, ‘weak presidents make weak
diplomacy’.32 Given, as we have seen, that the Mercosur has to date been
propelled by presidentia l summitry, it should come as no surprise that the
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fragility of the positions of both Cardoso and Menem in 1999 would have at
least a ‘stalling’ effect on the regional agenda. As it turned out, the effect was
to heighten hostility and generate the most profound crisis yet in the Mercosur.
Brazil announced in February 2000, after plentiful rumours to the effect, that it
was taking Argentina to the WTO to resolve a dispute over textiles exports.33

Former Argentine Economy Minister Cavallo called in August 1999 for a
‘suspension’ of the Mercosur while countries engaged in nationally-de � ned
damage limitation exercises,34 and it was subsequently reported in early 2000
that the option of abandoning the Mercosur had been tabled before the Brazilian
government.35 Despite the limited house-room that such proposals were afforded
and the expressions of steadfast commitment from all governments and the
subsequent � urry of new (and on the whole insubstantia l) ‘pacts’, the
signi� cance of the questioning of the continued existence of the Mercosur should
not be underestimated.

The short-term pattern thus indicates a fragmentation of the existing consen-
sus, greater dissociation between Mercosur countries and the pursuit of increas-
ingly individualisti c policy agendas, rather than an enhancement of collective
priorities. Optimistic accounts of the ‘strengthening’ of regionalism thus over-
look important short-term dynamics of regional collective action, complicated by
ongoing political wranglings within member countries, particularly between
government and industry in Argentina. While we can accept that regionalism is
a political project responsive to the manifold effects of global structural
change—whether these are seen to be social degeneration, societal disarticula-
tion, the profusion of new and traditional inequities, the disempowerment of
developing countries, and so on—the inclusion of � nancial crisis in the picture
alters the ways in which we understand collective action through regional
cooperation. The limitations of the regional project itself indicate that the
transformation of South American regionalism into a genuine theatre for collec-
tive action and policy innovation is likely to occur only in the much longer term.

However, and crucially, these subregional dynamics cannot be treated in
isolation from the process of hemispheric integration under negotiation since the
1994 Summit of the Americas in Miami. The notion of a Free Trade Area of the
Americas (FTAA) has to date been secondary in importance (and vitality) to the
development of subregional units and the vigorous pursuit of a patchwork of
bilateral deals. It seems clear that the future of the FTAA will be determined by
the interaction of the northern and southern hegemons. Given the divisive
Congressional politics in the United States which have denied fast-track nego-
tiating authority to the executive branch, Brazil retains its status as ‘veto player’
in the hemispheric negotiations . From the start, Brazil’s interest in the Mercosur
stemmed in large part from traditional tensions with the USA and from the
potentially ‘threatening’ creation of the NAFTA. The resulting focus of Brazilian
attention on consolidating its role as subregional hegemon led to the proposition
in 1994 of the idea of a South American Free Trade Area (SAFTA) as a
collective negotiating platform in the FTAA negotiations , and as an alternative
to the USA’s preferred country-by-country negotiating strategy. This has shifted
of late to an emphasis on the expansion of the Mercosur to other South American
countries but not, crucially, to the further institutionalisatio n of the regional
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arrangement nor to signi� cant macroeconomic policy harmonisation between
member countries. Brazilian opposition to these sorts of developments remains
pronounced, but its commitment to opposing US negotiating strategies under-
lines its preferences for the expansion and reinforcement of the South American
bloc. Current emphasis in the Mercosur on negotiations with the EU further
dilutes the hemispheric agenda. On speci� c policy matters, the USA is seen to
be promoting provisions which go beyond those agreed during the Uruguay
Round, while Brazil’s preference in the short term is to consolidate the measures
agreed in the WTO.36 Similarly, Brazil and most other South American countries
are concerned principally with trade issues, while the USA’s objectives are
more focused on ‘newer’ issues, such as services, intellectual property rights,
competition policy, government procurement and environmental and labour
standards.

Put this picture together with the fall-out from the Brazilian devaluation, as
well as the ‘backlash’ resulting from the failure of the IMF and the US
government to handle effectively the impending crisis over the second half of
1998, and the prospects for the successful negotiation of a meaningful FTAA by
2005 appear complicated, to say the least. The rethinking of neoliberalism is
likely to entrench longstanding differences between Brazil and the United States
in approaches to economic management. As we have seen, the climate at the end
of the 1990s favoured an expansion of governments’ regulatory and managerial
roles and capacities, tendencies already well-established in Brazilian preferences
for strategic trade policies, active industrial policy and state-led development.
Experiences of � nancial volatility are likely not only to have strengthened the
southern countries’ existing desire to negotiate as a coherent bloc, rather than as
spokes around a hub, thereby generating enhanced potential for collective action,
but also to accentuate the divergences between the north and south of the
Americas.

Perhaps paradoxically, therefore, it is possible that the hostilities between
Mercosur countries which complicate the generation of regional collective action
will be diluted in the longer run by the greater oppositions between the north and
south of the hemisphere, especially in the area of policy responses to globalisa-
tion and in the area of hemispheric integration. The nascent lineaments of a
genuine regional identity that goes beyond the loose economic bloc, at present
absent from the Mercosur, emerge most strongly in the context of the relation-
ship with the United States and NAFTA. Brazil’s unbending preference for
subregional integration as opposed to a US-led hemispheric initiative has led to
a situation in which each new move by the USA has pushed Brazil closer to its
subregional commitments.37 When combined with the increased importance of
regional collective action, for reasons of internal and external competitiveness
and the requirements of policy change, the long-term scenario would appear to
be one in which the regionalisation of a distinct form of South American
capitalist organisation is a strong tendency. While collaboration within these
‘smaller’ regional constructions is far from uncomplicated by problems associ-
ated with collective action, as well as the limitations on the capacities of the
Mercosur at the present time, it appears that these are the lines along which
South American and hemispheric regionalism will be ‘rethought’.
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Global and regionalist governance

So, in conclusion, what does all this tell us about the future of regionalism in a
‘post-Washington Consensus’ era? The complexity of the relationship between
globalism, regionalism and the myriad of other levels of political and economic
activity is not captured in now sterile assessments of whether open regionalism
can in fact be open and whether regional blocs work to the detriment of
multilateralism.38 Regionalism itself constitutes an element of an increasingly
complex system of governance operating at a variety of levels in which
questions about public goods, welfare, economic organisation and political
participation are addressed. The re-accommodation of globalism and regional-
ism, as the principal structural consequence of the � nancial crises, therefore
has its roots in key governance issues.

What is curious and telling, in this vein, is that these two levels of gover-
nance continue to be treated more or less in isolation from each other. In a
recent volume on ‘the political economy of world economic governance’, for
example, the regional dimensions of the future of governance were neglected
almost entirely, mentioned only twice (on separate pages) in connection with
the regional currencies debate.39 While most analyses of regionalism offer
insights into its relationship with multilateralism or globalisation , very little of
the global governance debate focuses on regionalism itself, beyond some
appreciation of a ‘regional’ (for which read ‘triadic’) approach to the restruc-
turing of the global � nancial architecture. Furthermore, the treatment of region-
alism remains excessively ‘aggregated’. Discussions of the relationship
between globalism and regionalism suffer not only from their static qualities,
but also from a propensity to treat ‘regionalism’ as a homogeneous phenom-
enon. Payne’s illustration of the diversity of forms of regionalist governance—
multilevel governance in the EU, ‘hub-and-spoke governance’ in North
America and what he calls ‘pre-governance’ in Asia (which might, incidentally,
apply usefully also to South America)40—highlights that simplistic conceptions
of a single relationship between something called ‘regionalism’ and something
called ‘globalism’ are analytically and empirically problematic.

These inadequacies in contemporary understandings of ‘regional governance’
are re� ected in debates on the future structures and governance of the global
political economy. Most obviously , the notion that the restructuring of the
� nancial architecture will be undertaken with a strongly ‘regional’ bent is
� awed, or at best unre� ective of the regional and domestic dynamics which
would inform such a project. Not only does it underestimate the variety of
social forces that needs to be incorporated into analyses of governance and the
plethora of ‘levels’ at which sites of authority are located, it also misconceives
the dynamics of regionalism in the ‘aftermath’ (or else temporary lull) of
� nancial crisis in various parts of the world. The resulting assumptions guiding
debates at the start of the new decade are thus dubious.

First, the projected division of the world into a triadic structure paints lines
of connection between ‘regions’, countries and actors which appear erroneous.
While they make some (limited) sense in terms of currency arrangements, they
have little coherence when we consider other dimensions of convergence
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and con� ict in the global political economy. In the area of policy ideas, for
example, there is some signi� cant convergence between East Asia and Europe
and, crucially now, South America. The closer identi� cation by South Ameri-
can government elites with the key policy debates associated with European
‘centre–left’ governments is exacerbated by the continuing insistence by the
US government and associated international institutions on a deepening of
neoliberal stringency. This is re� ected, furthermore, in a smattering of calls in
South American countries for the establishment of closer relations with Europe
in preference to the United States,41 as well as in the current political negotia-
tions for EU–Mercosur trade agreements. The arrows of ‘cooperation’ thus
point in directions not immediately consistent with a global triad of ‘regional’
constructions . While Europe’s proposals for the construction of ‘monetary
zones’ as a means of containing � nancial volatility are broadly supported in
East Asia and received sympathetically in South America, it is far from clear
that these might correspond to a structure of ‘regionalist governance’ in the
wider sense capable of transcending increasing tensions in the ‘regions’ of the
Americas and the Asia Paci� c.

Second, the idea of a triadic structure takes no account of the emerging
importance of subregional identi� cation as the apparently strongest basis for
the future trajectory of regionalism. We have seen that the dynamics of South
American regionalism do not augur well for anything more than a loose
network of ‘hemispheric’ relationships , if in fact an FTAA does come to any
sort of fruition. Similar trends can be observed in the fragmentation of APEC.
Perspectives on regionalist governance from a ‘globalist’ perspective do not sit
well with considerations of speci� c domestic and regional dynamics which
inform emerging structures of governance.

In this vein, and third, the ‘globalisation backlash’ has sharpened tensions
between the more and less developed countries—seen clearly in the Seattle
meetings of the World Trade Organization in late 1999—which are neglected
by these globalist imaginings of new regionalist governance. Given that the
most prominent trend of recent years has been the globalisation of inequity, the
� nancial crises generated resurgent perceptions of structures of ‘disadvantage’
in the global political economy. Moral hazard, for example, shifted the
liabilities of � nancial markets and the impact of their behaviour to those
‘emerging’ markets targeted by speculative capital. The impact of massive
capital � ight exacerbated pronounced social dislocations in developing coun-
tries occasioned by global neoliberalism. The reactions against inequity and
disadvantage, therefore, are signi� cantly bound up with power relations in the
global political economy and would be most likely to militate against cooper-
ation at the levels suggested by ideas of triadic governance, especially in the
Americas. As we have seen at various points in the discussion, emerging
patterns of ‘spoke–spoke’ relationships are potentially of equal utility to (if not
greater than) ‘hub–spoke’ interactions. If regionalism is strengthened as a
means by which global polarisation might best be addressed, the notion of
triadic governance structures is anachronistic to the sharpened appreciations,
including in South America, of the prejudicial dimensions of the globalist
project.
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