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In the past, the planning of national developmexdrases generally did not take into
account external variables since internal developmeas always the main priority. This
was particularly clear in the industrialization iper characterized by an internal
development that lasted until the end of the 6Dh external insertion of Uruguay had been
taking place in an extremely structured world whieds rigidly administered by the nation
state. Uruguay was only one more country in theridtional system based on principles
and rules clearly defined by the world order, d&thabd after World War 1l by the winning
superpowers of the conflict. In that context, we diell or not in direct relation with how
the internal variables were handled, which in faatre the ones that really mattered. In the
political sphere, countries tended to enclose tledras; it was their biggest battle to be
recognized as independent entities in the intesnaticoncert and in their own region. To
reaffirm the nation, it was necessary to differatatiourselves from other countries. This
gave us our identity and the aspiration to achsea@al and economical development based
principally on our own efforts. It was a world wkethe nation-state was an indisputable
actor in the international concert.

Nowadays, however, the situation has been charmgmithe fate of countries no longer
depends on the differentiation with others. The nemdencies in the world are changing
this traditional perspective, substituting it foragher one which reflects more accordingly
the global trends that begin to predominate inwleld and that allow countries — small
countries in particular- to integrate better inAitcording to what was previously said, it is
important to clearly establish the associationhef national field with the world as a global
entity, and with the region as a shared developpaze.



The process of globalization begins to separateenamd more two levels of action: An
international level that goes beyond borders ambbal level which ignores them. From
these different levels two agendas of diverse ssue derived, one that our national space
has more and more difficulties to handle them isolabecause of the complexity and
extension they have acquired. These different $ewélthe world system operation have a
decisive impact in the traditional principles ofdan politics, making the former system of
international relations tremble. Adjust the oldustures to the deep changes that are taking
place in the world is probably the biggest chaleetizat our country will have to deal with
regarding international politics.

As a consequence of the aforementioned, there aieug concepts linked to the classic
form of conceiving international relations that ateo changing as a consequence of these
circumstances. The most important one refers tmmagjzation, that being conceived as a
space of trade cooperation with a group of coustdethe same region to expand their
national spaces, will soon be seen as an instrumiefdint development of a group of
countries that handle in a communal manner a safemstruments in order to gain
competitiveness in a global world and thereforeabke to negotiate under better conditions
with other blocks or actors that the new world egsis creating.

The other concept that is being redefined is the r@garding sovereignty. In international
relationships this one is no longer conceived aspietely unlimited but it appears as a
concept limited to the preservation of values amdedsions that make the context regional
or global. It is in Europe where this new conceptias progressed and that it is today de
base of a deep integration in this continent. Thiated European constitution in its article
N°1 said: “Reflecting the will of the citizens asthtes of Europe to build a common future,
this constitution establishes the European Uniam,wdhich the member states confer
competences to attain objectives they have in commo. That competence delegation to
achieve common objectives is, in the current cdnigkat determines the failure or success
of the modern integration processes.

The European Union —especially since Maastricht ¢r@ated a new model of collective
government based on the principle of supranatismalbut respecting the individuality of
the member states. The European Commission coatest big part of the economical and
commercial issues that used to be exclusive patwymad the countries, therefore, it now
exists an important delegation of sovereignty anthsupranational entities. Perhaps the

most transcendental issue of this process is th#t bmbits coexist harmoniously and



support each other reciprocally. The European &adnt permits national and subnational
structures to have representation in their headiengsain Strasbourg, the same way that the
jurisdictional organisms from Luxembourg habilitétee solution of conflicts with agile
procedures and with decisions of mandatory exeautio

Other regions of integration (less deeper thanurope) are gaining significant spaces too.
The ASEAN in Asia, the establishment of the AfricAimion in this continent, and the
creation of a common market in the Middle East urtkde auspices of the Gulf Cooperation
Council countries are all examples of how the wbidd begun to organize in regional blocs.
MERCOSUR (Southern Common Market) was establishéd the purpose of creating
something similar in the south of America. Unfodtely, it was created in the early
nineties, in a time when the world started to cleaggickly and few could have imagined
the deep crisis which their member states woulcehavgo through years later. After the
crisis, an attempt was made to expand it, wheadalne evident the difficulties to deepen it,
but it was neither expanded nor deepened, on thigacyg, mechanisms that were destined to
launch it into the world as an alternative modeteMenmobilized and frozen.

Anyway, we believe it is important to distinguisbnceptually the issue of MERCOSUR
integration -which in Uruguay’s case has a corgiital origin- which is an instrument to
promote integration. This will remain as a cenpahciple of our foreign policy, although
MERCOSUR cannot achieve the key objectives desigywedty years ago.

South America, for example, began to develop dfierninstitutions, searching a new South
American system wider and shallower than MERCOSHERI more flexible than institutions
created some years ago in the Southern Cone, lthtavclear objective of responding to
international events including the whole regionaircoordinated way. The establishment of
UNASUR as a political coordination forum, Braziitgtiative on regional security with the
South American Defense Council and the establishwfethe Souther Bank, together with the
participation of whole South American area as a MMESUR associate, could be the initiation
of a new system designed to fulfill an institutibeanpty space as regards political, security,
finance and trade affairs of the region.

This new space does not intend to replace MERCOSURIeed it is a complementary
scheme, due to the fact that MERCOSUR keeps orizeaigaand managing the exchange in
the sub region and will continue this way until Wwbbe replace it by a different mechanism.
Perhaps the newness has been the growth of a dbitatgral alliance between Brazil and
Argentina inside of it, however in our opinion itas/ conceived to respond to a global

phenomena, rather than to attempt to erosion MER@Ofdundations. But paradoxically this



political alliance is decisive in the conformatiad an emerging South American pole,
although it might leave MERCOSUR initials objectvef creating a common trade market
weakest.

And the third level that appears is an even broader less structured coordination than the
South American space, where are also Mexico, CeAtreerica and the Caribbean and its
field is the same than the Rio Group’s one. Thisl throader level of coordination has been
driven by Brazil and had its baptism in Bahia, he £nd of 2008, with a summit attended by
almost all the presidents of Latin America and @aibbean, but US and Canada were not
invited. With the two of them we will keep involwe a fourth level, much wider and lax than
the three other levels, express by OAS and the Stswfithe Americas.

Maybe in some years Latin America can build a negianal space with an effective
functioning that synthesize several integrationcpsses of different origins, which ultimately
would be more realistic than the one we dreamtmg@r reflection of Europe process in the
early nineties. However, for instance will contint@existing mechanisms created in different
regions in that period, although there is a cleamd towards its convergence, and that will be
the great challenge that our region during the yeats and the scenarios where our diplomats
will have to play.

According to this, Uruguay not only would have taypattention to MERCOSUR as an
exclusive area of regional integration, but it ddobe prepared to act in a South American
wider cooperation scheme and also in a Latin Acaeaind Caribbean coordination space. This
new scope recently opened, would allow a greaxildility to develop new integration
agreements at regional level, beside the commignalmeady agreed within MERCOSUR,
with countries we have increased our relationshi@r dhe past years such as Mexico, Chile
and Venezuela.

And finally, as regards the relation outside thgior, while a perfect trade union would not be
establish, the country should recover its auton@neapacity to search for bilateral
understandings, accordingly to its convenienceratobnal interest, taking advantage of other
partners agreements with other regions or diregitlh our major trading partners outside the

region like United States, China and Russia.

IN SEARCH OF MODERN DIPLOMACY

Rebuild the country's foreign policy with differemistitutional bases than the ones we had in
the past is not an easy task. The emotional chamgghis subject had been heavy, but it is



essential to begin the arduous task of adaptingchtanges that had happened in the
international world since the Berlin’s Wall hadtfelind that has keep on transforming, from
the roots, the structures that had dominate theckstury. This task should have as guiding
criteria not only the classic principles of puliternational law but also others globalization
issues like human rights, environmental presermati@tural resources conservation or fight
against poverty.

The instrument in charge of foreign policy with tredevant task of prepares guidelines that
lead us into the new international and global systediplomacy. It is not possible to address
this task if we don’t have the appropriate mechartis address the challenges that the modern
world is imposing us.

There is no doubt about the current Uruguayan Borddinistry is based on a structure
designed to play in the cold war worldwide scenaaiod a bilateral oscillating policy due to
Argentina and Brazil rivalry of the last centurythre region. Today we must act on a global,
not bipolar world, in an integrate and communitariggion not challenged by bilateral
conflicts and should be guide by an economic aadetrpolicy that goes beyond the simple
market dictates, which is seriously questionedrdlfte mortgage crisis in the first world power
occurred in the end of 2008.

British scholars have studied in deep the changmsurced in modern diplomacy as a
consequence of the technology huge advances. iarlycthe University of Oxford made an
important contribution to elaborate the centraksasf today’s diplomacy. Especially professor
Brian White makes an excellent contribution when Highlight different concepts of
diplomacy if we analyze it in terms of global pglior foreign policy. The first level refers to a
communication process between the internationarsa¢hat looks for solution of conflicts of
different kinds. However the concept of diplomanyforeign policy refers to the use of
diplomatic instruments with associated with othestiuments that allow to reach the goals

that were previously designed by foreign policyyiBay Smith, 2001).

GLOBALIZATION ISCREATING A NEW INTERNATIONAL SYSTEM

The main characteristic of the world we live irthat the capital actors of the world’s economy
system — and in particular the transnational cafans - no longer operate with national
spaces but operate with global strategies andreewarld as one single place, which means

that the borders that divide countries are no loegesidered a limit for there operations. This



is a fact that should be taken into account whem p@licies to enter in the international field
are defined.

The same thing occurs with states: They compete Wgth each other as autonomous
entities. Their competition is transferred to abglbambit -beyond national borders- using
larger national spaces to position themselves tedied allow their transnational
corporations to act more efficiently in a world gieally without borders. This is why it is
better to begin by analyzing the changes that phisnomenon has originated in today’s
world in order to interpret correctly the event&ing place in our increasingly smaller
national spaces and determine which are the bésihspegarding the administration of this
smallness in a world of giants. The central the$ithis paper is that the best optienfer us
for us to be able to move in that globalized worddto integrate ourselves to a space big
enough to be able to compete in the world markkeerd@ are many definitions about this
phenomenon, but we are going to mention only twickvinave captivated the differences
between the actual globalization from others thatted in past periods. One is offered by
Jan HARTE SCHOLTE:"Processes whereby many social relations becomatively
delinked from territorial geography, so that humlares are increasingly played out in the
world as a single place1]. This definition distinguishes this processrir international
phenomenons that separate national from what ftotsnational. It's no longer a world
divided into nation-states, but it is also a “whHadmost without boarders. Transferred the
above to external dimension, we can say that istexXior the first time since the feudal
society a sphere of interaction differentiatedvfrthe activity of states. The other definition
that we will quote emphasizes in economical conmaittens and it's the one provided by
Joseph STIGLITZ!Is the closer integration of the countries and ples of the world...
brought about the enormous reduction of costs arfigportation and communications, and
the breaking down of artificial barriers to the Woof goods, services, capital and knowledge
and (in less degree) people across bordefdiis definition emphasizes in the transnational
phenomenons that are making of the world a singbm@mical space, element that without
a doubt distinguishes it from other types of glatalon that existed in the past.

The novelty of the contemporary world is that tbgetwith the classic internalization
process- where the nation-state has the main tiée-globalization phenomenon appears
where the state shares that task with other adioisternational relation$eople need to
cross considerable distances at comparatively longgrvals (commercialization of a

product for example), while in global connectionsatéllite networks) they are



instantaneous and distance does not matter. Glpatdin produces phenomenons that can
extend at the same time through out the wholettey’

The international system that was always charaaérby national divisions is, up until
now, in charge of establishing the organization irmdtitutes of countries in general.
Ministries, international organizations and othestiuments of classic external relationships
from the post Westphalia world such as treaties iaternational agreements, have as
reference the nation-state. However, the phenomehglobalization is currently creating a
dimension of interrelationship which is threatenitqy drastically change all what was
previously done, and every day the need of adjgstiational and regional policies and
instruments to this phenomenon, which is definiyitbe one that characterizes the world of
the XXI Century, grows increasingly.

Globalization is manifested through elements thatgtates already control with difficulty
because regulations are more and more difficudtpioly because of the transnational nature
of activities of big enterprises. Capital markets/d developed very efficient mechanisms
for their free transit around the world such asa$ép, loans, found transfers, transnational
bonds.

Nowadays, “on line” commercial transactions areagrely frequent in every ambit and e-
commerce is transforming bit by bit the traditionales in which trade and these kinds of
transactions were based on -at least for now- thereo boundaries. All it takes is to have
a computer with in reach to access this virtuatketathat grows more each day in direct
correlation with the imagination of those who @edie sites and portals and of the
consumers taste that navigate the World Wide Wetbn(v

The American professor and adviser of internatimmshpanies, George YIP, distinguishes
four different areas through which companies tryctonpete globally, more than in a
domestic level. In first place, because of the taat regionalism in the world, as a reaction
to the globalization process, has created enornecosomical spaces, broader than their
member states, and in which an accelerated reduofioestrictions to trade of goods and
services is currently taking place. Restrictiond artentives are being established, destined
to promote the location of those companies witlhigirt geographic limits, creating better
conditions for free circulation of their productadaservices. And in second place, the
technological changes that have increased the speedmmunications and has lowered
transportation costs, has brought as a consequtratetrade activities expand to a
planetarium level using global networks as a vehithis allows industries located in

different countries to communicate more with eatiren and being at the same time less



dependent of state regulations. In third place, digipanies develop and impose world
trademarks, develop advertisements in the gloleddl fand elaborate marketing strategies
taking as reference the world, and no longer imtdigl nations. And in fourth place, all the
above is accompanied by a constant effort of castaction, searching locations for their
activities in areas of the world where manpowechsaper, trying to increase their scale
economies and constantly softening productive m®ee through the permanent
introduction of technological innovations, gradyallibstituting the old taylorists model that
characterized the industry in the XX century (Yip97).

The immediate consequence of everything that wagioreed above is the need of a change
of perspectives, and to elaborate new strategiesdesfelopment in order to better
administrate this complex and at the same timeajlotiernational process, from an each
time more pragmatic and realistic approach as i&tiighlighted in his papers. Other
authors with opposite theoretical frameworks sushManuel Castells and Daniel Bell,
agreed to highlight the innovationist featureshi$ nhew dimension of development.

The first one has to do with the transition of pratibn of goods to an economy of services
or goods with a larger component of services. wid one relates to labour distribution,
in which stands out the prominence of techniciams professionals who are progressively
getting involved with the political process. Thadhcharacteristic —and the main one in this
new process- is knowledge as a source of innovaiah transformation of the classical
structure of international society.

However, it turns out to be paradoxical that intespof this irrepressible process of
concentration of economical activities which is ratéerizing the world today, the world
politics system is each day more fragmented. Tlaeeealmost two hundred independent
states that currently preserve their social retatiotheir cultural, ethnic and religious
diversity and defend, each time with more aggresssgs, their particular interests in the
world scene.

These contradictions of the new model of develogmercreating a system where people
are permanently affected —as a consequence of ¢le communication technologies-
because of decisions that are being taken fronr diséance from where this activities are
taking place. This profound contradiction that e¢onfs global values with local values is
one of the most notorious characteristics of modimgs, described clearly by Samuel
HUNTINGTON taking as an example the war that totace a couple of years ago in the ex
Yugoslavia where issues of a global economical reatund issues of a religious, ethnical

nature and ancestral nationalisms were fiercelyroated.



Our country has the big challenge of incorporatm@s international agenda those issues that
will be the ones dominating for many years mulgtat negotiations and that comprises new
issues, more complex and extremely techni€hky are considered beneficial or harmful,
depending on society group that analyze it. Itgdaidiplomacy to manage these tensions and
develop proposals that balance the conflictingreses.

More and more the international agenda will be meiteed by the necessity of establishing
regulations for every new issue derived from thehmelogic revolution of communications,
such as the use of the Internet, e-commerce, helgs, use of digital satellites, and all other
kind of electronic media. To all this we add upuess like the administration of the new
dimensions of financial and capital markets; th@ustrial revolution that has generated the
automation and robotics that have transformed Hserece of production, for example in the
fields of microelectronics and automotive; the dation of agriculture that has generated
biotechnology and the massive appearance of gatigtimanipulated products that are
changing from their roots the traditional foundatioof this field of economy and the new
challenges that are creating issues of environreietrioration with global warming, the
destruction of the ozone layer and biological diitgr Also NGOs have made important
contributions in those areas that had overflewrtagonal borders and now are more global
than international affairs.

The appearance of universal jurisdiction in mattédreuman rights with the creation of the
International Criminal Court that was established The Hague, who is studying the
possibility of judging severe violations of the hamrights in diverse countries, and the
previous establishment in the context of Unitedidvet of special courts to judge the war
crimes in ex-Yugoslavia and Rwanda, introduces & aad unknown dimension in the
global agenda. The creation of these forums hastable relevance because with them it is
established for the first time a universal jurisidic in which individuals can be actors and
no longer exclusively the states.

Together with the notable changes that overtookntbwd agenda, the actors that see them
involved in these negotiations are also changirgyTare new and bigger actors that range
through supranational mechanisms as the ones isbiedbloy the European Union, to states
of continental dimensions such as United Statela)rBrazil, Russia or China. As we can
see the universal agenda is increasingly broadeécamplex, while the actors that negotiate

it are substantially less, more structured and rpoxeerful.



It is being discussed, and with good reasons, ifareeliving the end of the system created
by the Westphalia treaty of 1648 that has dominateztnational relations for three and a
half centuries, and whose pillars of operation im@ependence and sovereignty of the
nation-state, and the system of equilibrium ofgraiin the international ambit. Each day it
is less doubted that the society of informatiofe@pardizing the foundations over which is
based the structure of the nations organizatiowhich we grew up, and that the United
Nations represented during a big part of the pastury. No doubt it is not the end of
history as declared by a member of the United St&department of State, Francis
FUKUYAMA, as it is also not predictable at a shtatm the end of the nation-state and its
substitution by regional-states as proclaimed bg flfapanese businessman Kenische
OMAHE in his famous book “The end of the Nationi8teor the creation of continental-
states as prognosticated by Henry KISSINGER inbwisk “Diplomacy”. But what it is
changing is a lot of the concepts that were th&argilin which was based the classic
international system.

Not being the world system exclusively internatiosad by not having the states to share a
lot of areas with new external actors, the classiccept of national sovereignty starts to
change slowly. In the global level, it is the emepaf facts what changes, since there are
modern economical phenomenons that transcend oeaititnits and even if they wanted to
avoid it they can’t. It's no longer a matter of so®gnty but the impossibility of executing
it. On the other hand, in the regional level itie own countries that by their own will give
in part of their sovereignty to a larger commun&arentity in a short term, avoiding being
exposed to global phenomenons that are charaateyfghis new process.

We think that the regionalization process is ondhaf few efficient defenses that small
countries have in order to survive in a differeigiiamanner inside the new global space and
if the price that should be paid to achieve thisoiglelegate some of our sovereignty to a
bigger space such as the region -but a lot leggebidpan the world- we agree to pay for it as
long as national independence doesn’'t erode, am#keng of decisions should remain in
the hands of individual states that conform theomg scheme, as we see in Europe today.
Otherwise the delegation of sovereignty would beesie dissolution into larger spaces. But
in a scheme like the one proposed the region wasks sort of political shield to protect us
from intervention temptations and interference iational spaces, sometimes with
arguments of a humanitarian character, other titmesigh economical blockades and other

times directly through military force, as if the kb were already a single space without



borders, administrated by the most powerful coaatin the planet due to the lack of a
world government.

In short, there are many and varied issues thatytage on top of every important table of
negotiation of the world and the region. The biggdmllenge for small countries like ours

is to privilege accordingly issues that affect ws dur capacity of development and

concentrate on them the main efforts of the insémnits of external insertion of the country;

and begin to firmly search the way to improve inégn schemes created in the heat of
regionalization in the nineties, as a way to geteesdequate frameworks of development for

our countries in more proper conditions that theent ones.

A WORN OUT MODEL OF INTEGRATION AND A NEW ALTERNATIVE

Many authors have pointed out with great worry mlo¢orious fact of the deterioration of
competent national mechanisms in matter of ecoranand social development created
previously to the apparition of the current globation process. Due to the above is that
"The need of substituting that national domestiakmess with the creation of strong and
coherent institutions at a regional level", as pgeomed by OCAMPOacquires relevance
This author describes with precision which is §petof future international scheme that we
should favour on behalf of our developmeéwtn international system that depends on a few
global institutions will be less stable than a systbased on a network of regional
institutions, and the position of countries withrywecarce power in the international field
would improve if they participated actively in regal schemes...In fact, these schemes can
offer a degree of autonomy and of mutual suppat tountries will not be able to reach in
an isolated manner. Consequently, the internaticorder should offer an extensive space
for the operation of strong regional institutioresjidently respectful of a global order based
on clear rules...Effectively, regional institutiosan be the best conduct to carry out the
process of gradually structuring a better institutal order”. The objective in every case, is
to pursue greater levels of competitiveness in rotdenavigate better inside globalization,
although the characteristics of current in foraecpsses are different.

In the international and global system we can miggtish three different models of regional
cooperation and integration.

The European Union has made the most complete egypl ahe that has constituted a great
political apparatus, where the trade element- Wes originally the one that predominated-
has been subsumed in a great supranational sdhat@presents the whole community in



the most divers issues that can be imagined. THeidlual states subside taking care of
everything that they did not delegate to the comiauan apparatus, which are increasingly
less.
The other model is the NAFTA which has establisttedcommon normative for the three
member states and which has an exclusive commdrags. Jointly, with this normative,
two subsidiary agreements rule in matters of emvirent and labour standards. In parallel to
this common normative regarding specific trade assua bilateral trade liberalization
scheme was established between pairs of counffigshermore, partners maintain their
autonomy in matters of trade and economical pdi@ed no political body exist with
supranational characteristics like in the casewbpe.
And the last one is the Asian model which is thesmoformal one and that is practically
not institutionally structured. It is based on ar&d cooperation which include industrial
zones, technological parks and free trade zonesdier to process exportations and exploit
complementarities between neighboring regions batwaifferent countries and also with
the final goal of gaining competitiveness in théeinational insertion. The most efficient
manifestations of this model are the Growth TriasglThey are zones which are oriented
towards exportation and can be quickly establisivéti low costs. The most notorious
examples are Greater China (South Continental CHinavan, Macao and Hong Kong),
Greater Mekong (Cambodia, Laos, Thailand, Vietnah ¥unnan province of China) and
the Northeast of Asia (Japan, North and South Kokgatheast China and East Russia).
This “Growth Triangles” are established in courgnehose geographical conditions allow a
much greater insertion between zones of differenntries which at the same time are far
away from the power centers of each one of themVIBLE y PAYNE.
However, if the MERCOSUR just remained with theabishment of a free trade zone or in
a Customs Union it would not be building a commoarket, which is its final goal
according to the Treaty of Asuncion which estalddslit. Instead, if these objectives of a
deeper integration are accomplished, there is herdlternative than moving a lot of the
issues, which were traditionally competence of cauntries, to the communitarian ambit,
and that way redefining the subject of nationaleseignty like it was done in Europe.
“The concept of national sovereignty is unblemishedatin America even though
its a continent that shares language, culture, h@®mmon historical
backgrounds/roots and similar legal systems. Onotiwer hand, it is curious that in
Europe, with diversities of every kind, they did take the loss of sovereignty with
the same drama as it was taken by Latin Ameri¥ablf GRABENDORFF sustains.



The same author clarifies that supra nationalityniegration mechanisms do not
imply a diminution of sovereignty but a redefiniiof it, where the novelty is that
“the whole is greater than the sum of the parts trad makes its competence
capacity to amplify" GRABENDORFF.
Today it is clear that without a political consemsuhich accepts the transfer on behalf of
the sovereignty of a lot of issues which used tchaedled by the country, it will not be
possible to progress towards a deep integrationchnis what brings greater benefits to
small countries in the current globalization pracd3aniel CHUDNOVSKY and José Maria
FANELLI have emphasized on very solid argumentsritler to substantiate the need of a
deep integration process of the MERCOSUR and dartgi with many examples to
highlight de fact that acting in a deep regionadgeiss does not necessarily imply being
dissolved in it.
Sandro SIDERI- a very respectful Italian academid&urope- has pointed out with great
clarity the advantages that a deep regionalismfbasleveloping countries in order to
compete better in the global world, and the adwgedait has for small countries in
particular:“ Regionalism is also functional to medium and dneauntries, the ones who
usually feel more comfortable with this type ofesubs, since their dimensions are smaller
and because their economies are less sophistictiteg,have greater capacity to unite, to
use services collectively as well as to confroeiaggr risks, and a greater capacity to adjust
to the changes that large companies are always ptimg’ SIDERI 1996.
The project of building a regional integration mhdsustained in a new consensus to
encourage economic and social development in tlggome has today its maximum
expression in the MERCOSUR. It can’t be ignored ithperfections that it still posses in
order to encourage a scheme of deep integraticthea®ne suggested in this paper, but
without a doubt, it has been devised to resportdleghenomenons that are restructuring the
world today, as it's recognized in the preamblé@otonstitutive treaty.
Anyway, the MERCOSUR contrasts with other mecharigrihregional integration which
still subsist and that were built to answer pastrnq@menons and for periods where things
worked differently. The LAIA was created for theexeof encouraging a regional integration
between partners with inward models of developmemhbich sought to substitute
importations to encourage their industrializatiologesses, and was at the time a good
instrument to extend the field of local companiesat regional level. But this scheme

exhausted towards the beginning of the decade ef8flis when it was not possible to



achieve a consensus around a regional tariff preéer of enough entity which allowed
laying the groundwork of a free trade zone effextivthe Latin America field.

From there on the different members started to ldpvether alternatives to insert themselves
more accordingly in the changing world which, sinbe decade of the nineties, is gaining
impulse with the growing globalization process. Mexjoins the NAFTA, southern cone
countries created the MERCOSUR and the Andean desardreated the Andean Community
and Chile sought via bilateral and sign a freedragreement with the United States and other
countries of the region and the world.

We are not going to do in this paper an evaluatiothe operation of the MERCOSUR, since
its creation to recent days; however, it is cldaattit has had two different stages. Until
approximately half of the nineties it obtained maios successes in matters of trade
liberalization, quadruplicating interregional tradied duplicating trade with other regions. It
was also noticeable the increase of foreign investmin the region, which was, without a
doubt, a direct consequence of the creation obtbek, since before its constitution foreign
investments were very low. It was also achieved Hayels of specialization and industrial
complementation, particularly between Argentina &ndzil in very dynamic sectors such as
steel and the automotive industry. Companies lirtkethese sectors were the first to become
benefited because of the MERCOSUR strategies abkstiment, in the regional field, of
facilities to gain firms who could compete in tHelgal field SANCHEZ BAJO, 2001.
However, all these economic-trade achievement®lai@ned in a low density institutional
framework. The lack of strong institutions, thatclaored member states to deep
communitarian policies, have taken the strength iiexre trade schemes will never be able
to grant.

Thomas Andrew O'KEEFE - president of the ConsultifigRCOSUR Group Ltd. with
head offices in Washington- sustained a few yegos“that the numbers of trade creation
are more eloquent than the frequent criticism whieteives as an organism which diverts
trade” [23]. Without a doubt, from a commercial mobf view, the MERCOSUR will
always be beneficial to member states since it mélarthe intense regional movement that
has historically taken place in the region, anganticular the most dynamic sector shared
by Argentina, Brazil and Uruguay in the south. Huem when discussing if the
MERCOSUR has advanced or not, we have in mind nigtthe trade aspects of integration
but the multidimensional project which was credigdhe Asuncion Treaty.

Nobody at this point doubts that the steps takemntp now are not enough and we believe

that there is a consensus about the measureshthadtidoe encouraged in order to transform it



in an instrument that can actually meet with theecives pursued when it was founded. There
are several measures that have not been able tenmapt, as the establishment of special and
differential treatment for Uruguay and Paraguagdaect the enormous disparities that exist
with the big countries, improve customs union, évelop a joint strategy to seek to establish
common currency, take a real industrial policy, eleging infrastructure projects in areas of
protractors, hydrocarbons, and establishing forrhsaslective bargaining, even if not a
supranational system immediately. Is required ideorto continue in the path of deep
integration in the region, a stronger institutiofraimework, as said many times the Brazilian
Motta Da Silva (2000) and Helio Jaguaribe (2002).

The elaboration of joint social actions programsthe fields of education, culture and
science and technology become extremely importaotder to progress in a simultaneous
way in all fronts of integration, as a form of stitaging the predominating trade approach of
the MERCOSUR for a total integration approach, tawas established in the Asuncion
treaty.

And in the final place, it's crucial the deepenin§ the settling dispute mechanisms,
definitively including instances where the privaeetor can go completely against the state,
as a way of giving investors in the region morergoties. The Olive Protocol meant a
progress in relation to the Brasilia Treaty bustitl continues to be an extremely tedious
mechanism and of long and complex procedures. Tiseme doubt that the creation of an
Arbitral Tribunal independent from the parties iflwea in the dispute, as it exists in the
WTO and the European Union, would give a greatéresey to the MERCOSUR of the
future. GARCIA PELUFO, 2004.

These measures aren’t easy to implement, butié®eo progress in this sense we can hardly
expect members not to generate other instrumentmg$ertion outside the long time agreed
scheme. Unfortunately the process lost his akititgue about 2000, almost ten years later we
can see that no progress was made in accordantcehgiexpectations we had of its creation
and in the years immediately following it. Todayghes to fill the void left by other
instruments that the future will tell if they reafill any or if they must invent new formula.
Either we take one road or the other, what it's m@sonable is not to achieve progress

through either one of them as it is happening so fa



FINAL REFLEXIONS

It is clear that Uruguay has certain potentialligttwe could take advantage of if we took
the region as reference, since the domestic magketibo meager to develop them
accordingly. They will have an extraordinary impac development in the extent that its
projection towards regional space is used. Thighg it is of vital importance to consider
the kind of productive organization that dependipgn the participation it has in a bigger
space will be wise to encourage, and by these neand being absorbed by more powerful
productive structures of the neighboring countries.

We could quote many examples of productive speeiin that take as reference external
markets rather than the national market. But irt v@e will be able to achieve important
levels of insertion in the extent that products deeeloped with higher added value and
more sophistication, that have possibilities ofchéag a better position in the regional
market and that are able to compete with the pritaluof our neighbors. In every regional
scheme there is a sound grounding of cooperatidrineue is also an intense competition
between partners and that is why we believe thathis context Uruguay should tend
towards productive specialization in order to achi@ greater insertion in the expanded
market.

In the field of business there are many instrumergant to develop flexible productions. It
would seem that the industrial district model wolblel the one that best adjusts to the
productive conditions of Uruguay. This model allogathering up an important number of
small and independent companies which compete anogecate between each other, and
that are established in nearby areas. The exampieat success has been the development
of flexible production in the north of ltaly. Thewmae other types of possible industrial
associations that we will see later on, but wedvelithat it is the district industrial model the
most viable one for Uruguay. On the other hand, kived of national economical
development — based on medium and small compapiase us in excellent conditions to
establish productive lines in specific areas widmpanies from Argentina and Brazil.
Charles OMAN explains very well the interconnectimetween the two processes before us.
This author emphasizes on globalization as a “meimbaomic” process designed and
directed by the post-taylorism forms of flexibleoguction. However, regionalization
emerges as a response to globalization, and aaime time it helps strengthen the micro
economic forces that lead globalization, while siiaing internal competence. The first

phenomenon is centrifugal and micro economic ingkeent that economical activities of



private actors are made through national and redjilimits. However, regionalization is a
centripetal phenomenon that involves two or mo@emies. Another important difference
pointed out by OMAN is the following: We can talkbaut globalization of capital
movement, finances, Hi-Technology, control of comimations and services, but we cannot
talk about globalization of production in itself.he tendency in productive processes is of
regionalization and not of globalization OMAN, 2004

OMAN describes magnificently the advantages ofifiExorganizations to elevate work and
capital productivity by reversing the logic of tagism. This author believes that integrating
in some way “thinking” and “making” in all leveld business operations, eliminates a big
amount of intermediate elements, which only eittraake” or “think”, duplicating the
process and turning it less efficient. Its advaesagre of a more organizational character
rather than of a technological nature. This waydkeessive specialization can be avoided
and we can encourage what is known as “multifuneticesponsibility” which is based
mainly on teamwork. OMAN also insists in the pemmiat innovation of productive
organization processes. This new form of produdesgcribed by the author is destined to
combine greater flexibility, quality of the produanhd personalization characterized by
manufacturing industries, with the speed and logtsof massive work, characteristic of the
taylorism.

PATRIZIO BIANCHI — a prominent academic from FeaatJniversity who visited
Uruguay in 2001- has pointed out four charactesstf the industrial district that can be
adjusted to the productive conditions of Urugudne first one, refers to the homogeneity
given by family management which has a common sysievalues expressed in terms of
work ethic, family ethic, etc; the second one,hattthe district is born and developed in a
geographic area delimited by its own specificitsigim of the population and other factors
that differentiate it from neighboring areas; thed one, is the culture of the territory that
forms the industrial atmosphere which represergsntiost diverse districts. And finally a
fourth characteristic, the presence in the disioick large number of small and medium
companies engaged in specific tasks of productiodivers stages and related with other
companies in the area (service providers, handarafhpanies, service centers, etc)
BIANCHI, 2001.

Without a doubt, the experience of Italy, particiyan the manufacturing sectors, in the
furniture industry and in the agriculture industcgn serve as an example for Uruguay, who
has fundamental characteristics which would makeitable for promoting this model: it is

an open country, integrated to the region, it hageat capacity for innovation, a good



university and research structure and a group ofpamies in new areas such as forestation
and software, for instance.

Apart from the industrial district to organize tfiexible production there are other models
as interesting, such as the industrial poles emgmd by the state or the processing goods
for exportation zone or the industrial pole withatéte participation and financed by the
private sector. It is not the object of this pafmeanalyze all these models but it is important
to emphasize that neither one is exclusive fromatihers but that all of them can be very
successful when encouraging a flexible productioodeh that adjusts to the region’s
development and that allows to maximize the pauditon of our country in a regional
scheme of development. HILLHORST, 1996.

So it is important to have in mind that Uruguay,onmder to have a better integration into
regional space which was opened to us with the MBROR, can encourage the
development of flexible organizations that conttébin giving the country an industrial
profile again, even if it is different from the anen past decades and that has been going
through a big crisis for many years. This new paiive model — which has been
successfully put into practice in countries suchtaly, Japan and United States - together
with the development of fields linked to servicesls as logistics and tourism or new fields
of services like the aforementioned software ad a®lthe audiovisual field, can raise the
country’s productivity and competitiveness stanslaird the near future. This tangible
change in the forms of production can be perfegtlided by the state although the main
responsibility to encourage it will always be oétprivate sector. On the other hand, other
tangible forms characteristic of the globalizatiprocess, such as capital and finance
movements, are very difficult to orient, and herebably lay the problems that our country
went through this last years, beneficiating thaset@'s that cannot be controlled, since they
are patrimony of decisions made by big companied #tt outside the framework of
countries.

Ultimately we can affirm -following OMAN- that regnalization can contribute to an easier
transition towards a new national development basea new industrial and services profile
linked to a flexible production system, capableidfoducing changes by means of an
increase of productivity and competitiveness, mdtef the old-fashioned way of imposing

protective measures destined to restrict competentte region.
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