Book Reviews /

El rediseño de América Latina: ALCA, MERCOSUR y ALBA [The redesign of Latin America: FTAA, MERCOSUR and ALBA] . By Claudio Katz 

Buenos Aires: Ediciones Luxemburg 2006. Pp. 136. US$19.00 (paper). ISBN 9-872-17345-1 

Publicación Critical Sociology 

Editor Brill Academic Publishers 

ISSN 0896-9205 (Print) 1569-1632 (Online) 

Fascículo/ejemplar/número Volume 33, Number 4 / julio de 2007 

Categoría Book Reviews 

DOI 10.1163/156916307X211035 

Páginas 767-774 

Subject Collection Humanidades, Derecho y Ciencias Sociales 

Fecha de SpringerLink viernes, 07 de septiembre de 2007 

Claudio Katz is a widely published Argentine economist and Professor of Economics, 

Philosophy and Sociology at the University of Buenos Aires (UBA). He is 

also a prominent member of the radical collective “Left Economists” (EDI), a 

group that emerged in the heat of Argentina’s mass protests in 2001–2002. In this 

work, Katz off ers an excellent analysis and commentary concerning the present 

state of regional integration in Latin America. Th e book consists of an opening 

chapter dedicated to the “shipwrecked” FTAA project, followed by two chapters 

that focus on MERCOSUR, another concerning the Venezuelan initiative ALBA, 

and two fi nal chapters containing broader political refl ections on the future prospects 

for integration in the region. Given that many readers in the North will be 

unable to easily acquire and/or read the Spanish original, this essay will mostly 

focus on summarizing his main arguments. 

Katz begins by outlining the reasons for why the US-sponsored Free Trade of the 

Americas (FTAA) project failed to be consolidated on Washington’s original timeline 

set for 2005. In promoting a regional free trade agreement designed to cement US 

domination throughout the hemisphere, US negotiators were merciless in demanding 

the maximum rights for transnational capital, seeking to elevate them to constitutional 

status in the developing countries while refusing to concede on any of the 

issues deemed sensitive by Latin American states. By attempting to lower the operating 

costs of transnational capital, elevate juridical guarantees concerning profi ts, 

ensure continued regulation over the mobility of the region’s laborers, and consolidate 

de facto acceptance of US protectionism, the FTAA was an all-encompassing strategy 

designed to extend the golden age of neoliberalism into the foreseeable future. 

So why did Washington’s plan fail? According to Katz, one important factor was 

the success of popular demands for transparency that forced the negotiations out 

of secrecy and into the public limelight. Th e resulting revelations further fueled 

the resistance of the popular sectors and likewise galvanized the opposition of 

important economic fractions of less-globalized elites. Th eir interests would clearly 

not be well-served by forcing national economies further open to TNC penetration. 

Th e Bush Administration’s confi dence in its ability to strong-arm acceptance 

by hesitant regimes caught between the contending interests of traditional and 

more globalized elites proved to be unfounded and revealed Washington’s slipping 

decline of infl uence in the region. Th is was particularly true in the Southern Cone 

where U.S. infl uence was historically weaker and elites enticed by the possibility 

of access to U.S. markets are outweighed by the combined forces of all those 

national economic interests threatened by unrestricted imports. 

In turning to MERCOSUR, Katz suggests that too many analysts have assumed 

that support for the pact necessarily represents some sort of politically progressive 

realignment. He characterizes MERCOSUR as a precarious customs union and 

an incomplete free trade zone that lacks any plan for consolidation into a common 

market. Th e roots of “neoliberal MERCOSUR” can be traced through the early 

1990s. During this pre-economic crisis period, the principal benefi ciaries were set 

to be the transnational corporations based in Brazil and Argentina. Th e pact worked 

to lower their costs with the result being a signifi cant increase of exchange between 

the two countries. 

Th e main impulse behind the quickening pace of negotiations was to increase 

the scale of production and extend the size of the markets for member countries. 

Th is eff ectively amounted to a survival strategy under the dual competitive pressures 

of declining mass purchasing power and the looming threat of imports. Th rough 

their incorporation into the trade agreement, member countries experienced the 

greatest impact in roughly 20% of their economies, creating an “unequal integration” 

that coincided with the wave of privatizations and neoliberal deregulation. 

By revisiting this initial phase of MERCOSUR, Katz eff ectively supports more 

general arguments that the pact off ers little in the way of alternatives to neoliberalism. 

Indeed, he shows that it may actually deepen the unequal development that 

existed prior to the agreement. 

Th e crisis period of MERCOSUR coincided with the regional crises of the later 

1990s. In Brazil (1999) and Argentina (2001), national elites complained of the 

limitations that MERCOSUR presented for doing business in other countries. 

Th e practice of utilizing tariff exceptions greatly weakened the trade between member 

states and called into question the larger institutionality designed to regulate the 

agreement. By the end of 2002, the recessionary cycle abated and MERCOSUR 

began to once more gather momentum. For export-oriented capitalists who saw the 

US and European Union as their potential markets, MERCOSUR signifi ed little. 

But for those surviving groups of local capitalists who exhibit less affi nities for the 

United States, MERCOSUR essentially represented a positive braking mechanism 

on the FTAA. It was during this period that an emerging contradiction within 

MERCOSUR began to take shape. It was expressed by the shared dilemma of 

whether or not to extend MERCOSUR to those countries that had signed FTA’s 

with the United States. Surely this must have been anticipated by Washington 

when it decided to aggressively pursuing bilateral FTA’s with selected countries in 

the region. 

Katz considers that an even deeper contradiction can be found within the existing 

MERCOSUR countries themselves, making it essential to fi rst establish a context 

of analysis for understanding each member’s “national” interests. Brazil can 

be considered the most competitive South American nation at the global level and 

MERCOSUR serves to reinforce its global positioning. Argentina’s experience in 

MERCOSUR has been to veer towards a renewed emphasis on primary commodities 

such as soy production which rapidly expanded to cover almost half of the arable 

land in the country. At the same time, the Argentine industrial sector was not 

adequately situated to welcome in the fl ood of Brazilian imports including shoes and 

textiles, home electronics and automobiles. What Argentina seeks in MERCOSUR 

is an overall economic complementarity and this has proved elusive to the present. 

In practice, Argentina has repeatedly resorted to implementing tariff exceptions 

to the agreement, arguing that Brazil has unfairly subsidized its producers with 

fi nancing and other supports, making it unacceptably diffi cult for Argentine producers 

to compete. Th e “competitive adaptation clause” was implemented by Argentina 

in order to compensate for these diffi culties, thereby creating an important 

core issue for negotiation in the overall trade pact. By the onset of 2006, Argentina 

and Brazil had reached an agreement that in part recognized Argentina’s complaints 

and set out to address the issues raised by both sides through a system of 

structured arbitration. Th e underlying issue that will determine the future prospects 

of these negotiations rests in the overall estimation of the value which intraregional 

trade poses relative to trade interests with partners outside of the region. 

Another core issue in MERCOSUR derives from the reality that Argentina and 

Brazil have never taken very seriously the principal concerns of their smaller country 

partners, Uruguay and Paraguay, much less contemplated the need for compensatory 

agreements like those promoted by Venezuela in the ALBA initiative. Th is was 

in part responsible for the “Uruguayan surprise” that resulted when Montevideo 

announced it was contemplating a FTA with the United States, thus opening a 

new era of challenges for MERCOSUR in 2006. Uruguay has an interest in meat 

and wool exports to the United States and any such agreement would undoubtedly 

constitute a kick in the groin for MERCOSUR. Tensions between Argentina 

and Uruguay increased signifi cantly in 2006 following the Uruguayan government’s 

decision to construct a pair of large paper mills just over the Argentine border. 

Seemingly at issue was whether existing treaties would adequately protect against the 

polluting behavior of the paper mills. Th e subsequent manipulation of the case by 

Uruguayan president Tabaré Vazquez and Argentina’s Nestor Kirchner reaffi rms a 

deeper rooted contradiction in MERCOSUR, namely, the profound asymmetries 

that exist within the trade pact. 

Katz asserts that the ecological risks posed by the pulp mills outweigh any possible 

net advantage that they could off er the host country. Th e cellulose type of 

paper production generates little employment and promotes an excessive use of 

water which leads to desertifi cation. Moreover, the local protests on the Argentine 

side of the border has proven costly to Uruguay, hurting its tourist industry and 

heightening the mutual waves of nationalist resentment felt on both sides of the 

Rio Plata. By resorting to Th e Hague Court for intervention in the plant construction 

confl ict, both countries have further underscored the prevailing incapacity of 

MERCOSUR to resolve intra-pact disputes. 

In the case of Paraguay, membership in MERCOSUR has meant an increase in 

its tariff s with respect to non-MERCOSUR countries. As a result, it sells the same 

products it previously sold elsewhere to Brazil and Argentina with few new benefi 

ts for struggling Paraguayan peasants. Meanwhile, Brazilian industrial imports 

have eff ectively overwhelmed Paraguay’s weak industrial base. Th e simmering tension 

in Asunción has led the Paraguayan government to contemplate its own FTA with 

Washington and possibly even allow use of its territory for a US military base. 

Even though MERCOSUR countries have confronted the FTAA, they have 

failed to break with its underlying logic. Its elite-dominated economies have avoided 

any direct confrontation with Washington, keeping its future options open while 

doing little to construct any alternative scenario. At the same time, Washington 

continues to woo Brazilian and Argentine elites in separate venues so as to fuel 

their persistent mutual resentment of each other, hinting of special advantages 

for one or the other in an attempt to paint MERCOSUR as less favorable. Th e 

two-pronged US approach is based on luring Brazilian and Argentine export sectors 

to the prospective benefi ts of a TLC, thus creating pressures in the heart of 

MERCOSUR’s largest countries while tempting Paraguay and Uruguay with special 

treatment in exchange for spearheading a small country blow to the South 

American pact. MERCOSUR at the end of 2006 essentially retained the character 

of a defensive pact, something being pursued in the face of even worse accords 

looming on the horizon and mainly serving to enhance the intraregional expansion 

of trade in primary agricultural commodities and basic manufacturing goods. 

In this context, Katz clearly seeks to redraw the battle lines of regional integration 

by laying bare the social class character of MERCOSUR. Since the pact is 

seen by elites as part of a transition towards globalized free trade, it is pursued as a 

means for improving the terms of the transition. It off ers no solution to the debt 

problem and like FTAA is incapable of responding to popular interests nor is it 

amenable to alteration via popular pressure. If the FTAA is the imperial project of 

the Americas, then MERCOSUR is surely the project of developing country elites. 

From the vantage point of the popular sectors, MERCOSUR is at best viewed as 

a distant abstraction. At worse, it is seen as just an additional administrative mechanism 

for elite rule. 

In the fourth chapter, Katz explores the Bolivarian Alternative for the Americas 

(ALBA), identifying it as a diff erent kind of accord based in a popular, 

anti-imperialist integration scheme. Born out of the radicalization of the Bolivarian 

Revolution in Venezuela, its content fi rst began to take shape in agreements 

signed between Venezuela and Cuba. ALBA is based on entirely diff erent princi- 

ples such as “cooperative advantage” which in the context of these initial accords 

envisioned a certain redistribution of Venezuela’s oil wealth in exchange 

for cooperation via Cuba’s highly developed health and educational services. Th e 

advantage for all involved is an implicit reorientation of development strategy 

towards the satisfaction of basic needs, underwritten with a more dynamic resource 

base. It constitutes a disconnection between the commodity prices of goods being 

exchanged and the purchasing capacity of the trading partners, adapting itself 

instead to the available capacities of each counterpart. 

With its base in “cooperative advantage” rather than “comparative advantage,” 

ALBA begins to create the possibility of an alternative integration framework for 

the Americas. Th is above all means recognizing regional inequalities and implementing 

“compensatory agreements” to address them. Th e emphasis becomes shifted 

away from market competition and placed on the search for complementarities, 

collaboration and cooperation in development. With an underlying commitment 

to the unifi cation of Latin America, ALBA must by necessity go beyond seeking 

the acceptance and participation of elites and establish connections with the popular 

social movements throughout the region that can ultimately strengthen its base. 

Katz goes on to explore some of the limits and contradictions of ALBA in terms 

of its prospects for the larger region. He argues that ALBA would be weakened if 

it simply sought to expand its infl uence to the largest possible number of countries. 

According to Katz, the center left in power such as Lula’s government in 

Brazil, Kirchner in Argentina and Tabaré in Uruguay have done little or nothing 

to further the development of ALBA. His analysis of these “progressive” regimes 

suggests that they are not amenable to a shift towards an anti-imperialist, anticapitalist 

project. He reasons that their incorporation would therefore only serve 

to weaken or eliminate the anti-imperialist/anti-capitalist characteristics of ALBA. 

Th is is not to imply that Venezuela and other left governments can aff ord to abandon 

all of their necessary alliances in order to ensure their survival. It simply means 

that such alliances cannot serve as the base for a successful ALBA. 

In further visualizing an alternative integration scheme for the Americas, the 

three pillars of any such system are energy, fi nances and trade. By moving towards 

the nationalization of natural gas, Bolivia eff ectively positioned itself as a partner 

for ALBA. Th e consolidation of an alternative system of regional integration presupposes 

but does not simply consist of the need for national states to recover strategic 

ownership over key natural resources in the fi eld of energy. Th ere similarly 

exists the need to strengthen regional banking initiatives such as Banco del Sur 

which can help elevate the importance and viability of projects that hold strategic 

value for the region. Th e debt crisis must inevitably fi gure into a concerted regional 

strategy, including a revisiting of a united front of debtors, something which existing 

center-left governments have clearly eschewed. 

Katz points out that the incorporation of Venezuela into MERCOSUR represents 

signifi cant risks for this oil producing country. If Caracas lowers its tariff s 

according to the norms of MERCOSUR, it faces the prospects of an overwhelming 

infl ux of Brazilian industrial goods against which Venezuela’s manufacturing 

sector is ill-equipped to compete. Th is recreates the kinds of friction that Argentina 

and Brazil continue to face and once more calls into question the potential for 

complementarity within the structures of MERCOSUR. Th e author continually 

emphasizes the incongruities between MERCOSUR, a project driven by South 

American elites, and the popular, anti-imperialist alternative of ALBA. In so doing, 

he queries the larger strategy of Venezuela: Is the long-term goal to struggle within 

MERCOSUR for the incorporation of ALBA-like principles? Is it envisioned that 

one scheme can eventually supplant the other? 

Katz’s work clearly succeeds in demonstrating that regional integration in itself 

represents nothing automatically progressive or leftist. Concerted movement towards 

the re-nationalization of energy with the aim of greater energy independence for the 

region, the solidifi cation of a united front of debtors to confront the region’s external 

debt, and regional based mechanisms for the redistribution of wealth, eff ectively 

defi nes the political and social class content of regional integration schemes 

and its legitimacy among the popular sectors. By its very nature, MERCOSUR 

cannot evolve toward this endpoint. At the same time, there is a need for ALBA to 

metastasize with the social movement struggles of the region in order to consolidate 

its incipient, emanicipatory orientation. 

Th e anti-imperialist sentiments of ALBA must be cultivated and its anti-capitalist 

orientation must be continually operationalized if it is to avoid being absorbed into 

the globalized class project of regional elites. Th is holds true no matter how reticent 

the latter’s alliance with global capital may appear to be at a given moment. Th e 

specifi c challenge for Cuba and Venezuela, the only two governments in power 

openly committed to a 21st Century socialism, is to craft ALBA in a way that 

empowers the most advanced sectors of the popular movements throughout the 

region and contributes to the political and ideological consolidation of a regional 

liberation struggle. 

Katz seeks in Chapter 5 to illustrate more concretely the contradictions between 

ALBA and MERCOSUR. He reminds us that the rapid incorporation of revolutionary 

Venezuela into MERCOSUR was warmly welcomed by the other members. 

Argentina particularly benefi ted in the fi eld of energy and by the rapid growth 

of exports to the pact’s newest member. Clearly, an expanded MERCOSUR wields 

greater clout in the pact’s confrontation with the United States and Europe over 

sensitive issue such as subsidies. 

On the other hand, exaggerated expansion of the agro-export sector further 

contributes to the displacement of small peasant production and the weakening of 

ecological, agrarian reform and labor struggles. Th e expansion of Argentine soy production 

exemplifi es a structural trend that completely contradicts the aims of ALBA 

which seeks to preserve and strengthen peasant production. In the fi nal analysis, 

MERCOSUR exerts its clout so as to protect the interests of its large national producers 

in the face of global competition. Th e new infl ux of credits off ered by Venezuela 

unquestionably benefi ts Argentina in helping it to negotiate its outstanding 

debts, but this tends to more generally reinforce the existing model of indebtedness. 

Th e alternative character of ALBA is illustrated by the People’s Trade Agreements 

that were established between Cuba and Venezuela. Th ese agreements openly recognize 

the existing disparities between partners and seek to address them through 

compensatory dynamics in eking out a system of cooperation for development. 

Th is not only provides a sharp contrast to the FTAs being promoted by the United 

States but also to the logic of many of the transactions sanctioned by MERCOSUR. 

Agreements under ALBA openly privileges the role of public institutions, off ers support 

for small producers and establishes commitments for specifi c purchases that 

encourage better national planning. Th e short term goal is to help reverse the damage 

done by years of neoliberalism and imperialist punitive policies. 

On the geopolitical front, Katz calls attention to the discrepancy between ruling 

leftist governments in Venezuela and Bolivia. Whereas Venezuela renounced 

its membership in the Andean Community of Nations (CAN) on account of the 

FTA’s with Washington signed by Colombia and Peru, Bolivia assumed its turn in 

acting leadership of the CAN, preferring to maintain a dialogue with its Andean 

neighbors and reaffi rming its longstanding reluctance to subsume itself to the pact 

dominated by Brazil and Argentina. Events since the publication of Katz’s book 

suggest that Bolivia may nonetheless become the next nation to join MERCOSUR 

while Venezuela appears to be re-considering its abrupt exit from the CAN. 

In the sixth and fi nal chapter, Katz off ers a series of political refl ections that essentially 

point to the challenges facing the center left governments and their attempts 

to smother more radical demands being made by leftist governments and the 

region’s militant social movements. He reaffi rms that the most authentic social 

transformations taking place in the hemisphere are to be found in Bolivia and 

Venezuela, joining with Cuba to form the core arenas of anti-capitalist struggle. 

Katz emphasizes the need for the region to actively re-engage in debate about an 

anti-capitalist future, something which had largely disappeared prior to the expansion 

of ALBA. 

Katz’s book is a welcome addition to the critical literature on regional integration 

and the search for alternative schemes that can benefi t the popular sectors. 

Liberal critics will surely take issue with his quick dismissal of MERCOSUR’s 

“social vision,” the recently established MERCOSUR parliament, and other “offi - 

cial” attempts to inject civil society participation into the pact. But I found his 

arguments convincing on the “impossibility” that MERCOSUR can somehow be 

transformed to promote genuine development interests much less any alternatives 

to neoliberal capitalism. Katz’s lucidity and overall analysis can help inform and 

better orient social movements and leftist political parties in grappling with the 

larger and strategic issues posed by regional integration initiatives. 

Richard A. Dello Buono 

Global Division, Society for the Study of Social Problems 
