The Fine Memo

Institut

The Construction of Mercosur. A
major regional collaboration project.

Pole: International Relations, Defence, Security

Author: Lucas PEREIRA DOS SANTOS, Diana MOSNEANU, Hugo FERNANDEZ
CASTAGNEDE

Published Date: February 17, 2026



Born in the early 1990s, Mercosur is part of a regional and international context marked
by the end of the Cold War. Today, the Southern Common Market includes Argentina, Brazil,
Paraguay, Bolivia and Uruguay. It is a regional economic integration organization and a
free trade area.

Its creation is part of a process of democratic transitions and exit from military regimes,
which has fostered an unprecedented rapprochement between states long marked by mistrust
and strategic competition, notably Brazil and Argentina. At the global level, the rise of trade
multilateralism, inherited from the GATT (1947) and reinforced by the development of "open
regionalism", has encouraged Latin American countries to strengthen their integration into
the world economy’.

Despite these ambitions, the construction of Mercosur raises several questions. Its
organization is based on an intergovernmental system, marked by low supranationality and
the primacy of national decisions, which limits its ability to go beyond the framework of simple
coordination between States. This institutional weakness can be seen both as an obstacle to
deepening integration and as a means of preserving political cohesion in a context of strong
national sovereignty?.

The process also faces significant constraints. Asymmetries between members,
recurrent crises and divergences in national strategies compromise the implementation of
common policies and weaken collective action. Integration therefore remains partial, oscillating
between an ambitious project and persistent structural limitations. The question that arises
from this is the following: What is the outcome of this major regional economic and trade
integration project, Mercosur?

We will address this issue by analyzing the founding text of the economic group we are
studying, and then its institutional formation. We will continue to study the internal tensions of
its construction, and finally, we will exploit its role in globalization and show that it is a
construction under external constraint.
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1. The Treaty of Asuncion: Mercosur's founding
text

On March 26, 1991, in the Paraguayan capital of Asuncion, the governments of Argentina,
Brazil, Paraguay and Uruguay signed an international agreement known as the Treaty of
Asuncién?, laying the legal and political foundations for Mercosur.

This treaty is the founding instrument of a regional organization aimed at promoting
economic integration between these States through:

o Coordination of customs policies;

e The gradual reduction of customs duties;

e The establishment of a common external tariff.
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FRIOLIN, Valdir. Signing of the Treaty of Asuncion. Pictured, from left to right: Presidents
Fernando Collor de Mello (Brazil), Andrés Rodriguez (Paraguay), Carlos Menem (Argentina) and
Luis Alberto Lacalle (Uruguay). RBS Agency (Rede Brasil Sul de Comunicac¢éo). Asuncion.
1991.

In the text of the treaty itself, the signatories undertake:
o To establish the conditions for closer economic cooperation;
o To work for the free movement of goods, services, and factors of production;
e To define common rules to facilitate trade;
e To better coordinate their economic policies, the institutional basis of a common
economic space.
The entry into force of the treaty, after ratification by the signatory countries, took place on
29 November 1991, officially placing Mercosur within the framework of international law. Since
then, this organization has evolved, opening up to the accession of other South American
countries and playing an important role in regional and global trade negotiations.
But regional integration within Mercosur is not limited to the simple facilitation of trade:
it is thought of as a real instrument of development for its member states.
Regional integration within Mercosur is conceived as a Development Instrument for
its Member States:
e By reducing external dependence;

8 Treaty of Asuncién, Treaty establishing the Southern Common Market (Mercosur), signed in Asuncién on
26 March 1991. Available onhttps://www.mercosur.int/documento/tratado-asuncion-constitucion-mercado-comun/.
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e By strengthening collective international weight.

This integration is also based on a logic of regional complementarity, with each State
exploiting its specific advantages, whether agricultural, industrial or technological, to create
sustainable economic synergies and more balanced development throughout the region. So,
this collaboration is born as much from an economic will as from a political project of regional
stabilization.

But, after the political foundation of Mercosur by the Treaty of Asuncion, it is necessary
to institutionally build what has been decided.

2. The institutional construction of Mercosur: a
regionalism without supranationality.

The Ouro Preto Protocol*, signed on 17 December 1994, gives Mercosur an international
legal personality and a defined institutional architecture. This is essential to enable the
Southern Common Market to function as an organized bloc capable of negotiating and acting
internationally.

It records the formation of the main Mercosur bodies (see annex — "the table

developed"):

Table: Mercosur institutions

Institution

Lead role

Composition

Interactions

Council of the
Common Market
(CMC)

Supreme body,

defines political

orientations and
priorities

Ministers of Foreign
Affairs and the
Economy

Oversees the CME
and CCM, consults
with FCES and
Parlasur, guides the
Secretariat

Common Market
Group (CMG)

Executive body,
implements the

Senior officials from
ministries and central

Dependent on CMC
for instructions,

trade directives

decisions of the banks coordinates CCM
CMC
Mercosur Trade Technical National Technical Follows the guidance
Commission management of the Representatives of the CME and the
(CCM) customs union, CMC

Economic and
Social
Consultative

Advisory opinions
on economic and
social policies

Representatives of
trade unions,
employers and civil

Consulted by the
MCC, no binding
authority

Forum (ESCF) society
Mercosur Representative Nominated or elected | Advisory only, limited
Parliament body, democratic national influence on MCC
(Parlasur) legitimation parliamentarians decisions

Administrative
Secretariat

Technical and
logistical support,
dissemination of

standards

Administrative staff

Supports all bodies,
no decision-making
autonomy

Mercosur exemplifies a model of regional integration based on the coordination of
states rather than supranationality. The various institutions act mainly as instruments of
consultation and implementation, without an autonomous power capable of directly
constraining the Member States. This organisation, centred on national sovereignty, is
both its strength and its limitation: it guarantees voluntary and flexible membership,

4 Protocolo de Ouro Preto, Protocolo Adicional al Tratado de Asuncién sobre la Estructura Institucional del
Mercosur, 17 December 1994. Available onhttps://www.mercosur.int/documento/protocolo-ouro-preto-adicional-
tratado-asuncion-estructura-institucional-mercosur/.
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making it possible to envisage enlargement to new members, but it slows down the
uniformity of policies and the speed of decisions.

However, more than a project of economic collaboration, the creation of Mercosur is
part of a vast political plan very clearly inspired in part by a common memory of unification
dating back to the time of Bolivar.

3. A major political project that is facing
political and economic tensions.

Since the 1960s, several initiatives have sought to bring South American countries closer
together diplomatically and institutionally:
e The Treaty of Montevideo (1960) and the creation of the Latin American Free
Trade Organization (LAFTA);
e The debates around the Andean Community of Nations (CAN) and the Pacto
Andino®, signed in Cartagena on 26 May 1969;
e The Cusco Declaration (2004),° on the creation of a South American Community
of Nations;
e Founding Treaty (2008),” entered into force on 11 March 2011.

A major project that quickly showed its limits. Several states have denounced the lack of
concrete results and the weight of national political differences: in 2018, Argentina, Brazil,
Chile, Colombia, Paraguay and Peru suspended their participation in the organization, and
three countries, Colombia, Ecuador and Argentina, announced their permanent withdrawal.
These abandonments illustrate the failure of the supranational project, which has never
managed to overcome national rivalries and to become a real instrument of continental political
and economic coordination. Beyond the external affairs of this great project of South American
union in which Mercosur is a part, the latter remains subject to internal tensions.
The construction of Mercosur is deeply conditioned by strong economic and political
asymmetries between its member states, which limit the bloc's ability to become a truly
integrated common market:
= Brazil largely dominates the association and strongly influences tariff and trade
decisions. In 2001, it accounted for about 72.5 per cent of Mercosur's total GDP,
compared with 24.8 per cent for Argentina, and only 1.1 per cent and 1.6 per cent for
Paraguay and Uruguay?.

= These imbalances are reflected in intraregional trade, which had reached about $54
billion in 2011 but accounted for only 11.7% of members' total exports in 2024, a level
close to that of 1990, showing the weak deepening of internal trade®.

= Argentina, despite its historic industrial fabric, remains vulnerable to economic crises.

The recession and financial crisis of 2001, under the presidency of Fernando de la Rua
(1937-2019), caused a massive devaluation of the peso and an economic collapse,

2 TROTIGNON, Jérébme. « Latin American Trading Groups: Building or Stumbling Blocks? A Gravity Model
With Panel Data". SSRN Electronic Journal. 2007. Available at: https://journals.openedition.org/cal/8040#citedby.
@ DABENE, Olivier. «The Union of South American Nations (UNASUR): the new pragmatic face of the

South American regionalism". Les Etudes du CERI, 2010, 170-171, pp.20-25. Available on:
https://sciencespo.hal.science/hal-01024149v1.

v Treaty establishing the Union of South American Nations. Brasilia, 23 May 2008. Entered into force on 11
March 2011, in accordance with Article 26. Authentic texts: Dutch, English, Portuguese and Spanish. Registered
with the United Nations Secretariat, Ecuador, March 1, 2011. Available on:
https://treaties.un.org/doc/Publication/UNTS/Volume%202742/Part/volume-2742-1-48456.pdf.
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At the economic level, the common market remains incomplete. The customs union has
many exceptions to the common external tariff, and regional value chains are underdeveloped,
largely dominated by Brazil. The Ouro Preto Protocol (1994), which was supposed to give the
bloc a legal personality, did not overcome these limitations. International crises, such as the
one in 2009, have shown that each country adjusts its tariff policy according to its national
interests, often to the detriment of regional integration.

Externally, Mercosur's trade also reveals the dependence of member states on non-bloc
partners:

In 2024, trade with the European Union (EU) reached more than €111 billion, of which
€89.5 billion went to Brazil, and the EU accounted for 16.8% of Mercosur's total trade, behind
China™.

Mercosur thus shows that the South American regional construction, despite its economic
and political instruments, remains fragile in the face of internal imbalances, national crises and
external pressures. Divergences between members, both economic and political, have limited
effective integration and prevented the emergence of a genuine common market, leaving the
bloc to function primarily as a framework for inter-state coordination. Nevertheless, its
weaknesses become even more evident when analysing the situation through the prism of
globalisation.

4. Mercosur in globalisation.

Mercosur's international integration is largely based on an economy oriented towards
raw materials and agricultural products, which profoundly influences its place in world
trade. The bloc's exports remain concentrated on products like soybeans, meat, corn, and
natural resources, while high-value-added manufactured goods are relatively marginalized.
This specialisation makes Mercosur economies sensitive to fluctuations in commodity prices,
as shown by the fall in soybean and oil prices after 2012, which severely affected the export
revenues of the main member states.

As a collective trading actor, Mercosur faces difficulties in defining a unified position
vis-a-vis the major economic powers. Member States often have divergent priorities, which
makes it difficult to formulate a common trade strategy. For example, some countries are
exploring independent bilateral agreements or regional partnerships, which can come into
tension with the commitments made at the Mercosur level. This lack of a coherent line makes
collective decision-making slow and lackluster in multilateral forums like the World Trade
Organization, where consensus is required to act on behalf of the bloc.

Mercosur's place in globalisation reinforces the idea that the bloc is more of a
framework for economic coordination than a truly integrated trade union. Member States
remain strongly linked to external economies and their national strategies, whether in terms of
diversifying partners, protecting their industries or responding to external shocks, continue to
take precedence over collective objectives. This situation reflects the complexity of reconciling
regional cooperation and global integration, and shows that globalisation, far from reducing
internal divergences, can on the contrary amplify them for economic groups such as Mercosur.

© This representation evokes central ideas related to the construction of Mercosur: only the founding
countries remain full members; the associated countries are the members of the Latin American Integration
Association; Venezuela has been suspended and Bolivia is in the process of joining. French Guiana is a European
enclave, and escapes the projects of institutional regional integration within the framework of Mercosur. We have
also chosen to erase the Falkland Islands.

1 EUROPEAN COMMISSION. "EU trade relations with Mercosur. Facts, figures and latest developments".
European Commission — Trade and Economic Security. 2024. Available on: https://policy.trade.ec.europa.eu/eu-
trade-relationships-country-and-region/countries-and-regions/mercosur_en.
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Mercosur is thus a pragmatic regional integration, born of the rapprochement between
South American countries emerging from dictatorship and inscribed in the dynamics of world
trade. Designed to strengthen economic and political cooperation, it is based on
intergovernmental institutions whose supranational weakness limits the uniform application of
decisions and accentuates dependence on national strategies. Economic asymmetries
between its members, diverging priorities and sensitivity to national crises and external
markets are restricting the achievement of a genuine common market, making Mercosur more
of a framework for coordination than for full integration. It thus represents an unfinished
process of regional integration. These limits are all the more apparent in the current global
context. The example of the negotiations with the European Union, which have been under
way for more than twenty years without leading to an effective implementation of the
agreement, illustrates both the internal difficulties of Mercosur in defining a common position
and the complexity of the asymmetrical balance of power with more integrated regional groups.
The European Union, often presented as a model of regional integration, is acting here as a
revelation of Mercosur's structural weaknesses.

Beyond these economic and institutional limits, the rise of China, which has become a
major trading partner of South America, as well as the return of the United States to the
dynamics of continental strategic competition, place Mercosur at a crossroads. In the absence
of a clear collective strategy, its members risk becoming part of competing bilateral logics,
further accentuating regional fragmentation. Conversely, institutional reform and a deepening
of policy coordination could allow the bloc to once again become a relevant instrument of
geoeconomic and geopolitical projection.

Mercosur represents an ambitious regional integration project, born of democratic
transitions and the desire to stabilize relations between its members. It has made it possible
to create a structured institutional framework, coordinate economic policies and strengthen the
collective presence of States on the international scene.

However, the regional integration process remains incomplete. The institutions, centred
on national sovereignty, are struggling to harmonise decisions and build a real common
market. Economic asymmetries among members, diverging national priorities, and sensitivity
to internal crises and external markets reinforce this dynamic, showing that integration remains
gradual and dependent on internal political and economic developments. The construction of
the bloc thus remains fragile, oscillating between collective ambition and structural constraints.

The agreement with the European Union illustrates this dynamic: it is a real test of
Mercosur's institutions, revealing the need to strengthen its institutional capacity to coordinate
decisions, harmonise policies and honour ambitious external commitments. This agreement
will assess the bloc's internal coherence and highlight the challenges that remain to be
overcome for regional integration to be fully consolidated.

Appendices

Mercosur institutions: the picture developed.

The Common Market Council (CMC) is the supreme body of Mercosur. It
concentrates the highest political competence and directly embodies the sovereignty of the
Member States. Its composition is exclusively governmental: it brings together the Ministers of



Foreign Affairs and the Ministers of the Economy of the States Parties. There is no
supranational body equivalent to the European Commission. The JMC sets the general
guidelines for the integration process, sets political priorities and decides on major strategic
issues. It is also the State party that has the formal competence to conduct international
negotiations with external partners, including the European Union. Mercosur therefore does
not negotiate as an autonomous entity, but as a coordination of sovereign states. Decisions
adopted by the JMC are legally binding on Member States, but they do not have direct effect.
They must be incorporated into national law in accordance with the constitutional procedures
specific to each State. This lack of direct effect severely limits the speed and consistency of
the application of standards. The CMC's chairmanship is exercised on a six-monthly basis,
which guarantees formal equality between states, but is detrimental to strategic continuity and
long-term steering.

The Common Market Group (CMG) is the executive body of Mercosur. It is composed
of senior officials from national administrations, mainly from the ministries of foreign affairs,
economy and central banks. The GMC is responsible for implementing the guidelines set by
the CMC, coordinating economic and trade policies, and preparing draft standards. In practice,
it is within the GMC that most of the technical content of Mercosur is built. However, its action
remains closely dependent on the instructions of national governments, which limits its
capacity for autonomous initiative.

The Mercosur Trade Commission (CCM) is a technical body specialized in the
management of the customs union. It intervenes on specific issues such as the common
external tariff, rules of origin, trade regimes, trade defence measures or technical barriers to
trade. It is composed of technical representatives of national administrations and acts within a
framework strictly delimited by the CMC and the GMC. lts acts take the form of directives,
which aim to clarify the application of existing rules without changing their general orientation.
The CCM can also intervene in the management of minor commercial disputes, but it is neither
an independent court nor a true dispute resolution mechanism.

The Economic and Social Consultative Forum (ESCF) aims to involve non-state
actors in the integration process. It brings together representatives of trade unions, employers'
organisations and other components of civil society. The FCES can formulate opinions on
Mercosur's policies, particularly in the economic and social fields, but these opinions are not
binding. It does not participate in decision-making and has no institutional leverage to directly
influence trade negotiations. Its role therefore remains marginal in the effective functioning of
Mercosur.

The Mercosur Administrative Secretariat is responsible for the technical and
logistical functions of the bloc. It is responsible for archiving standards, disseminating
institutional information and providing administrative support to other bodies. It has no political
or normative power of its own and acts exclusively on the instructions of the decision-making
bodies. This lack of autonomy confirms the non-supranational nature of Mercosur.

The Mercosur Parliament (Parlasur), born in Ouro Preto Il (2005) from an objective of
democratic legitimation more than a logic of decision-making efficiency, is the representative
body of the bloc. It is composed of parliamentarians appointed or elected at the national level,
according to procedures that vary from one State to another. Its role is exclusively advisory. It
can adopt recommendations, declarations and political opinions, but it has no binding
legislative power and does not participate in the adoption of Mercosur standards. Its real
influence on international negotiations, including the EU-Mercosur agreement, therefore
remains very limited'?.

iz DABENE, Olivier. "The revival of Mercosur. Ouro Preto Il or the time of political reforms". International
Critic, n° 26(1), 2005, pp. 35-43. Available onhttps://doi.org/10.3917/crii.026.0035.
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Chronology

October 30, 1947 — The GATT is signed in Geneva.

February 18, 1960 — Signing of the Treaty of Montevideo creating the ALC.

May 26, 1969 — Signing of the Cartagena Agreement (Andean Pact).

August 12, 1980 — Signing of the Treaty of Montevideo establishing LAIA.

November 30, 1985 — Signing of the Iguacgu Declaration between Argentina and Brazil.
November 29, 1988 - Signing of the Argentina-Brazil Treaty on Integration,
Cooperation and Development.

6 July 1990 — Signing of the Buenos Aires Act, commitment to a common market.

26 March 1991 — Signing of the Treaty of Asuncion, the founding act of Mercosur.

29 November 1991 — The Treaty of Asuncion enters into force.

17 December 1994 — Signing of the Ouro Preto Protocol, Mercosur's legal personality.
1 January 1995 — Entry into force of the Common External Tariff (CET).

June 25, 1996 — Chile becomes an associated state of Mercosur.

24 July 1998 — Signing of the Ushuaia Protocol on Democratic Engagement.

January 7, 1999 — Devaluation of the Brazilian real, intrabloc crisis.

18 February 2002 — Signing of the Olivos Protocol on the Settlement of Disputes.

1 January 2004 — Entry into force of the Olivos Protocol.

8 December 2004 — Signing of the Cusco Declaration, launch of UNASUR.

9 December 2005 — Official decision to create the Mercosur Parliament (Parlasur).

6 December 2006 — Signing of the protocol of Venezuela's accession to Mercosur.
May 23, 2007 — Official installation of Parlasur in Montevideo.

23 May 2008 — Signing of the UNASUR Constitutive Treaty in Brasilia.

11 March 2011 — Entry into force of the UNASUR Constitutive Treaty.

June 22, 2012 — Paraguayan President Fernando Lugo is impeached.

29 June 2012 — Paraguay is suspended from Mercosur.

July 31, 2012 — Venezuela officially joins Mercosur.

17 December 2015 — Guyana and Suriname become associated states.

December 2, 2016 — Venezuela is suspended from Mercosur.

28 June 2019 — Announcement of the EU-Mercosur agreement in principle.

11 March 2020 — WHO declaration of the Covid-19 pandemic, weakened regional
coordination.

7 December 2023 — Bolivia's formal accession to Mercosur (national ratifications
pending).
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