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ABSTRACT

SMALL STATES IN MERCOSUR: AN ASYMMETRICAL RELATIONSHIP

Ilhan, Ezgi
M.Sc., Department of Latin and North American Studies

Supervisor: Assoc. Prof. Dr. Aylin Topal

October 2019, 86 pages

This thesis examines the asymmetric structure within the framework of
MERCOSUR, an economic union in Latin America, and questions the motivation of
the small states of Paraguay and Uruguay to be part of this union, despite the
disadvantageous consequences of this asymmetric structure. The main argument of
this thesis is that small states within MERCOSUR have to cooperate as a result of
sectoral and economic interdependence to their counterparts which arose from their
existing structural disadvantageous positions. In order to achieve this result, Small
State Theories have been utilized and the process that brought the establishment of
MERCOSUR, the decision-making processes of MERCOSUR and the economic and

political situations of small states have been examined.

Keywords: MERCOSUR, Asymmetry, Small States, Latin America, Integration
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MERCOSUR’DA KUCUK DEVLETLER: ASIMETRIK BIR ILiSKI

[lhan, Ezgi
Yiiksek Lisans, Latin ve Kuzey Amerika Caligmalari

Tez Yoneticisi: Dog. Dr. Aylin Topal

Ekim 2019, 86 sayfa

Bu tez, Latin Amerika’da ekonomik bir birlik olan MERCOSUR ¢ergevesindeki
asimetrik yapiy1 incelemekte ve bu asimetrik yapmin kendileri i¢in dogurdugu
dezavantajli sonuglara ragmen MERCOSUR’un kiiciik devletleri Paraguay ve
Uruguay’in bu birligin parcasi olmalarinin motivasyonunu sorgulamaktadir. Bu tezin
ana argiimani MERCOSUR biinyesindeki kii¢iik devletlerin halihazirda var olan
yapisal dezavantajli konumlarinin bir sonucu olarak sektérel ve ekonomik
bagliliklarla bu birlik i¢inde bulunmak durumunda olduklaridir. Bu sonuca ulagmak
icin Oncelikle Kiigiik Devlet Teorilerinden faydalanilmig, bunu paralel olarak
MERCOSUR’un kurulusunu beraberinde getiren siirec, MERCOSUR’un karar-alma

stirecleri, kiiciik devletlerin ekonomik ve politik durumlari incelenmistir

Anahtar Kelimeler: MERCOSUR, Asimetri, Kiiciik Devletler, Latin Amerika,

Entegrasyon



To My Mother
and

In Memory of My Father

vi



ACKNOWLEDGMENTS

I would like to thank my supervisor Assoc. Prof. Dr. Aylin Topal for her
greatest patience, support and understanding during my long journey of thesis
writing. She welcomed me with open arms whenever I returned to my studies and
supported me to finish my thesis.

I would also like to thank Assist. Prof. Dr. Asuman Gdoksel and Assist. Prof.
Dr. Kenneth Weisbrode for sharing their wisdom to improve my thesis. This thesis
would be incomplete without their advices.

My dearest friend Ozgiin Ersin was my hero during this process. He
encouraged me to move forward whenever I tended to give up and gave me hope that
I can finish my thesis. I would not be able to finish this thesis and graduate without
his moral and logistical support.

Tugge Koseoglu, Sibel Celik, Cennet Kanyilmaz, Mervenur Kuyumcu were
my guardian angels by amazing friends and being always by my side for calming and
supporting me whenever I needed them. My voice class friends; Andag Ozsoy, Aysu
Melis Gilindiiz, Hazal Varol, Sena Atakul, Tuna Torun were always there for me for
the good, the bad and the long karaoke nights. I would also like to thank my
colleagues Kadir Sarp S6k and Ahmet Eralp Ciftci for being amazing friends but also
for always asking me “How is your thesis going?” and making me write my thesis as
a result of the anxiety they created just by asking.

Cem Sentay reprised his role of being my biggest supporter. Not to mention
finishing a master’s thesis, I could not even survive if he was not with me in this big
and messy city called Istanbul. I am so lucky to have him in my life and I could not
do this without his love and support.

As a family-oriented person, I would like to take this chance to thank all my
extended family. I am lucky to have you all. Also, my cousin Giilce Bal deserves a
special shout-out for her help and support during this process.

Lastly, I would like to thank my mother Aysegiil Ilhan and brother Ethem

Emir Ilhan for supporting me when I felt like I was not able to finish it, believing in

Vii



me and everything. I believe that my late father, Mustafa Kemal Ilhan, would be so
proud if he was able to see her daughter graduate with a master’s degree. I still hope
he is watching all of this from somewhere.

Mischief managed.

viii



CARICOM
ECOWAS
GDP

IMF

IR

ISI

LAFTA
MERCOSUR
NAFTA
OAS
OPEC
PICE

WB

LIST OF ABBREVATIONS

The Caribbean Community

The Economic Community of West African States
Gross Domestic Product

The International Monetary Fund

International Relations

Import substitution industrialization

The Latin American Free Trade Association

Mercado Comun del Sur / Southern Common Market
The North American Free Trade Agreement

The Organization of American States

The Organization of the Petroleum Exporting Countries
Argentina-Brazil Economic Int. and Coop. Program

The World Bank



LIST OF FIGURES

Figure 1. Population...........coooiiiiii i 50
Figure 2. GDP (Current $).......c.ouiuiniiiiiiii e 51
Figure 3. GDP per Capita (Current $)..........coooeiiiiiiiiiiiiiiiiiiins 63



TABLE OF CONTENTS

PLAGIARISM. ..ottt ettt iii
ABSTRACT ... .o v
O e v
DEDICATION. ... .ottt e vi
ACKNOWLEDGEMENTS. ... e vii
LIST OF ABBREVATIONS . . ...ttt e ix
LIST OF FIGURES. .. ..o e, X
TABLE OF CONTENTS ..o Xi
CHAPTERS
1. INTRODUCTION. . ..ottt e e, 1
2. SMALL STATE THEORY: A THEORETICAL FRAMEWORK...........cccccuvee... 5
2.1. The History of Small State Studies...........c..cooviiiiiiiiiiiiiiiiii, 6
2.2. Defining Small States..........ooiuiieiii i 8
2.2.1. Quantitative Criteria. ... ...o.vvutiiteit it eeeeeenaes 9
2.2.2.Qualitative Criteria. ... ...ovuieneiitt ettt e enannn 10
2.2.3.Perceptive Criteria. .. ....ovuineine et 11
2.3. Characteristics and Foreign Policy Behaviors of Small States................ 12
2.3. 1. ECONOMY ...ttt e e e e 14
2.3.2.Political and Social System............c.coviiiiiiiiiiiiiiiiii e, 16
2.3.3. Military and Security..........c.ooiriiiiiiii i 17

xi



2.3.4.Foreign Policies of Small States.............ccoovviiiiiiiiiiiiiiiiiin, 18

2.4. Small States in Regional Cooperation Initiatives........................ooeeee. 20
2.5. CaSE STUAIES. ... v ettt e 22
2.5.1.CARICOM. ...ttt 22

2.5. 2. ECOWA S .. 23

2.6. CONCIUSION. ...\ttt e, 25

. HISTORICAL DEVELOPMENT OF MERCOSUR..........ccoviiiiiiiiiinnn. 27
3.1. Historical Background of Latin AmMerica..........cccocevvivuiieiniiiiiinninannn. 27
3.1.1. Import Substitution Policies............c..cooiiiiiiiiiiiiiiiii, 28
3.1.2.Debt Crisis 0f 1980S.....oouiieieiiiei e, 29

3.1.3.Neoliberal Turn in Latin America: Proliferation of Regional

Organizations N 1990S........coviiiiiiiii e 31
3.1.4.Globalization and Regionalism...............c.cooiiiiiiiiiiiiiiin... 32
3.2. Regionalization Initiatives in Latin America.............ccoeieviiiiiiiiennnn. 34
3.3. Establishment of MERCOSUR...........cooiiiiiiiieee, 36
3.4. Decision-making Mechanism of MERCOSUR....................oot. 40
3.5. Challenges of the Integration.................cooeiiiiiiiiiiiiiiiiiii e, 42
3.6, CONCIUSION. ...ttt e 44
. ASYMMETRY AMONG MEMBER STATES OF MERCOSUR................. 46
4.1. Asymmetric Relationships within the Bloc....................coc 48
4.1.1. Comparing Member States.........ccevvueiiiiiiiiiiiiiiiieeene 49
4.1.1.1. Quantitative Capacities: GDP, Size and Population.............. 49
4.1.1.2. Qualitative and Perceptive Capacities: Political Actions........ 51

Xii



4.1.2. Consequences of the Asymmetric Relationship between Member

N 17t 53
4.2. Motivation behind MERCOSUR............cooiiiiiiiiiiiiie, 55
4.2.1. MERCOSUR as an Instrument of Brazilian Sub-Imperialism........... 56
4.2.2. Protection against Global Capitalism................c.oooiiiiiinin. 57
4.2.3. Articulation to Global Capitalism..............c.oooooiiiiiiiiiiii.. 58
4.3. The Story of Paraguay and Uruguay............cccooviiiiiiiiiiiiniiiieniinnenns 59
A.3. 1. Paraguay .. ....ooueniie e 60
A3 2. UTUZUAY ...ttt et 63
4.3.3.0verlapping ISSUCS. ......ovuiiiitii e 65
A4, CONCIUSION. ...ttt e 66
5. CONCLUSION. .. .ttt 67
REFERENCES . ... e 70
APPENDICES. . ... e 76
A. TURKISH SUMMARY / TURKCE OZET.......ouiiiiiiiieiiieiiie, 76
B. TEZ FOTOKOPISI IZIN FORMU.........cciiiiiiiiiiieeiiiiie e, 86

Xiii



CHAPTER 1

INTRODUCTION

Literature on political science and international relations had always given
thought on the behaviors of big states. Theories that aimed to understand state
behavior was framed mainly on the great powers of the globe. Relatively small states
had remained out of focus for such a long time since the inception of the discipline.
Yet, some historical developments caused a shift towards the trend which analyzes
and examines state behavior. In the aftermath of the Second World War, our world
faced with new development such as decolonization process. This process created
new (and small) states which had distinctive features from the attention-grabbing
large states . Another tide occurred at the end of the Cold War. The dissolution of the
USSR created small states in the Eastern Europe and Eurasia region. As a result of
these events, small states have been slowly but steadily introduced to the
international politics and economics. Now our world system is comprised of a bunch
of small states. The number of small states is larger than bigger ones and they are
becoming more important actors in the system. In this direction, studies on small

stated have started to awaken scholar’s interest.

Different sets of approaches have been emerged about small states. Main
discussion is on the definition of the small states. How could we define the notion of
smallness? What makes a state small? Should we use qualitative or quantitative
criteria in order to define the smallness? These questions and their answers shaped
different approaches towards small states. Some scholars defined smallness
in quantitative parameters, such as population, GDP, geographical size.! The others
picked qualitative methods and linked smallness the power of a state’s influence on

its periphery.?2 Some gave importance to perception of smallness.® That is to say,

Lvital, David. The inequality of states: A study of the small power in international relations.
Clarendon Press, 1967; Vellut, Jean-Luc. "Smaller states and the problem of war and peace: Some
consequences of the emergence of smaller states in Africa.” Journal of Peace Research 4, no. 3
(1967): 252-269.

2Handel, Michael I. Weak States in the International System. Psychology Press, 1990.



different small state definitions based on qualitative, quantitative and perceptual
parameters had emerged. In other words, there is no consensus on characteristics and
behavioral patterns of small states.* Besides that, some scholars claim that it is
impossible to create a pattern for small states due to the fact that two small states can

be as different as night and day.

Considering the time and conditions the small states emerged into, they
brought multiple questions and problems with them. Besides the difficulty in
describing small states, further questions have arisen about small states including
how they can survive politically or economically. Most of the small states have been
colonial nations for many decades or even centuries. For example, Balkan States
have been a part of the Ottoman Empire for more than 400 years. This was also the
case for most of the colonial nations in North and Latin America. With their newly
gained independence, the small states were stripped from their main trading partner
and protector, namely their overlord. Their overlord or mother country was also their
biggest investor and provider of resources. This lack of protection in both the
political and economic area left most of the small states with great challenges and
hardships. Some of them struggled for years and some are still struggling to create a
stable government and economy. They also had to protect themselves from the

influence of the surrounding greater states.

While the 1990s were witnessing the emergence of the new small states after
the collapse of the Soviet Union, some distinctive events were occuring in different
parts of the globe. Neoliberalism gained its momentum in the Western world in the
1980s. After the economic instability of the 1970s, there was a search for alternative
policies. Neoliberalism was the answer to this question. Yet it did not remain as a
temporary solution and reigned during the 1980s. The right wing victories in the two
major actors in the Western world, the USA and the UK, marked the rule of

neoliberalism.

3 Goetschel, Laurent, ed. Small States Inside and Outside the European Union: Interests and Policies.
Kluwer Academic Publishers, Boston, 1998.; Keohane, Robert O. “Lilliputians' Dilemmas: Small
States in International Politics” in in Ingebritsen, Neumann, Gst6hl, Beyer Ed. Small States in
International Relations, Seattle; University of Washington Press; 2006 pp. 55-76

4 Baehr, Peter R. “Small States: A Tool for Analysis?” World Politics, vol. 27, no. 3, 1975, pp. 456—
466



Neoliberal turn had started to show up in the Southern cone which was
accompanied by a project of regional integration. Latin American region was no
stranger to regional integration initiatives. The 1990s marked the proliferation of the
regional initiatives all around the world as a result of neoliberal agenda which went
hand in hand which new regionalist projects. Latin American region took its share
from this phenomena, even though the regionalist projects are not inherently
essential for the neoliberal approach the relationship between the neoliberal
development project and the new regionalism of the 1990s has been an intimate one.®
Even if this relationship between regionalism and neoliberalism was not mandatory,
it is also a fact that the existence of regional agreements in Latin America served the

neoliberal turn and eased its way.

The MERCOSUR appeared in such an environment as trade bloc consisting
of Argentina, Brazil, Uruguay and Paraguay with great dreams and expectations. In
the first years of its establishment, it gave the impression that the bloc is going to
achieve great success due to the enthusiasm of member states which faded over time.
One of the main reasons for this was the heterogeneity of the member states. In
particular, the existence of small states within the bloc, the problems that these states
faced due to structural differences and the attitude of relatively large members to

these problems prevented the deepening of the integration process.

The main question of this thesis is why the small states of MERCOSUR,
Paraguay and Uruguay, are willingly part of such entity in spite of their
disadvantageous position. This question will be answered by considering the
asymmetric structure of MERCOSUR and the experiences of the mentioned small
states within the framework of small state theory. As it is discussed later in the
following sections, it is going to be argued that, it is because they are obliged to be
included in this structure due to their lack of capacities to product manufactured
goods and the fact that certain sectors are bound to neighbouring markets.

Chapter 11 aims to provide a theoretical framework for this thesis. Primarily,
the historical development of the Small State Theory will be mentioned and then the

definitions of small state will be comparatively discussed. In line with these

S Phillips, Nicola. The Southern Cone model: The political economy of regional capitalist
development in Latin America. Routledge, 2013. Pp. 85



definitions, a small state profile will be brought in to light and the behavior of the
small states within the framework of regional organizations will be tried to be

understood which constitutes the main subject of our thesis.

Chapter 111 tells the historial development of MERCOSUR. The reasons
behind the establishment of MERCOSUR will be explained from a historical
perspective. Understanding the historical background of MERCOSUR is thought to
be critical in grasping the essence of the motivations of the articulation the small
states to MERCOSUR.

Chapter 1V analyzes the asymmetric relationship within MERCOSUR. The
relationship between the small states and other states within the structure of
MERCOSUR will be examined structurally and the asymmetric relationship will be

elaborated.

Chapter V, as a concluding chapter, aims to create a general analysis of
MERCOSUR on the basis of small states theory. In the framework of the theory and
the information obtained about MERCOSUR, the motivations of the small member
states of MERCOSUR to become a part of the bloc will be questioned.

CHAPTER 2



SMALL STATE THEORY: A THEORETICAL FRAMEWORK

According to Max Weber a state is “a human community that (successfully)
claims the monopoly of the legitimate use of physical force within a given
territory.”® Many other definitions had been made on state, yet Weber’s
interpretation remains as one of the most relevant ones. The discipline of
international relations had been focused on state and its power for a long time.
According to early theories, states were the main and most important actors of
international relations. First two “Great Debates” of the discipline revolves around
the theories which valued the states. The definition of “state” reigned over
international relations arena until the end of the Cold War. Even though there are
different perspectives and diverse claims on the main actor of international relations,

state is still an important phenomenon for the discipline.

While International Relations discipline was highly concerned about the
notion of the state, certain states were more attractive to scholars. Literature on
political science and international relations had always given thought on the
behaviors of big states. Theories that aimed to understand state behavior were based
mainly on the great powers. Relatively small states had remained out of focus for
such a long time since the inception of the discipline. Even though there were a
number of scholars who studied about small states, their academic views were based
on the perspectives of great powers. That is to say, small states remained a highly

neglected topic in the sense of number of studies.

Contrary to the omission of the small states as a study area, these small states
constitute the majority of the world. The number of them boomed during the
twentieth century in three waves: First wave occurred during the First World War.
The real augmentation occurred in the aftermath of the Second World War as a
second wave with the end of decolonization of the great powers such as Great Britain

and France. The third wave occurred at the end of the Cold War and the collapse of

6 Weber, Max, et al. Vocation Lectures: Science as a Vocation. Hackett, 2004.



big federations like USSR and Yugoslavia marked the birth of new states. Most of
these states are small states according to a number of criterias such as quantitative
criterion, qualitative criterion and perceptive criterion will be mentioned in more

detail later in this study.

Annette Baker Fox’s The Power of Small States constitutes a starting point
for the small state studies, yet the existence of the concept of a small state is much
more prevalent with a different name, small powers.” Back in the day, the states were
categorized by their power in quantitative sense such as their GDP or population.?
Although all states were formally equal, there was no material equality. The new
system had been created after the Congress of Vienna which had been organized in
1814, in the aftermath of the Napoleonic Wars in order to discuss the future
of Europe. As a result of this event, the world had split into two parts as great
powers and others. As a result of the separation of the great powers' position with the
Congress of Vienna, a new category emerged as small powers. At that time, there
was no independent state to the extent that it was enough to bring about a new

category as a middle power.
2.1. The History of Small State Studies

Even though there was a fair amount of interest in small states during the
eighteenth and nineteenth century, it was not until the Annette Baker Fox that it came
out as a genuine academic field of study.® In “The Power of the Small States”,
Annette Baker Fox examined how the small states showed resistance to repression by
the great states with examples of the experiences from the Second World War. She
examined the stereotypes that existed on small and large states, and emphasized the
importance of diplomacy for small states that are relatively weak in military terms. In
this direction, the diplomacy steps of Turkey, Finland, Norway, Sweden and Spain

had been analyzed in sense of their ability to stay neutral against the oppression by

" Fox, Annette Baker. The power of small states: diplomacy in World War 11. University of Chicago
Press, 1959

8 Neumann, Iver amd Gstohl, Sieglinde, “Introduction: Lilliputians in Gulliver’s World”,in
Ingebritsen, Neumann, Gstohl, Beyer Ed. Small States in International Relations, Seattle; University
of Washington Press; 2006. p.4.

9 Ibid, p. 10.



great states. Diplomatic skills of such small states were therefore more thoroughly
emphasized.

Following the work of Annette Baker Fox, interest in small states began to
increase as an academic field of study. The rise of the numbers and significance of
the small states as a result of the decolonization process, that took place right after
the Second World War and continued throughout the 1950s and 1960s, was also
effective.’® The question underlying the work of this period was how the small
powers would survive despite their weaknesses in this system ruled by the great
states. Different perspectives emerged on how the consequences of the disadvantages
of the small states caused by the actions of great powers could be mitigated or

prevented.

David Vital was one of the political scientists who have studied on survival of
less powerful states. He examined the consequences of material non-equality of
states and the limits of the powers and capacities of small states; in the light of this
information, Vital questioned which policies can be pursued by small states in order
to overcome their status of vulnerability. According to Vital, there are three policies
that are applicable within the limits of small states: passive policy, avoiding conflict
as the name implies; active policy, trying to modify the external world in its own
advantage, yet, for a small state but the sustainability of this policy is highly
controversial; lastly defensive policy, the safest among them.!! Yet, Robert L.
Rothstein claimed that neutrality is not an option for survival. According to him,
small states should form alliances and become part of new formations in order to

provide national security.'?

In the 1980s, academic studies for small states entered a period of stagnation
and this process continued until the beginning of the 1990s. Doubts had arisen as to
whether the size of states is a viable criteria for describing their behavior.®> Some
scholars, such as Baehr, claimed that such an analysis was not applicable. He

10 1bid. p. 11.
1 vital, p. 190
12 Rothstein, Robert L. Alliances and Small Powers. Columbia University Press, 1968. Pp, 29

13 Neumann, p.12.



reviewed a Azar and Singer’s writings on small states and challenged them by
asserting that “small states form too broad a category for purposes of analysis” due to
the claim that small states do not play a special role and and it is inadequate to use
smallness as an analytical tool as opposed to literature implies'* Nevertheless, a
number of studies were conducted during this period, but the theory of small states
was largely ignored during the 1980s.

The interest towards small state studies has increased again due to some
events taking place in the 1990s. Especially with the deepening and enlargement
processes that the European Union has entered into, studies on newly or already
member small states started to increase. Moreover, the proliferation of the small
states at the end of the Cold War reshaped the map of Europe. Newly liberated small
states started pursuing more open and active foreign policy and being part of
international organizations. Today, relatively small states (in the sense of
aforementioned three criteria; quantitative, qualitative and perceptive which are
going to be explained throughly in the following sections) constitute the majority of
the United Nations.!®

2.2. Defining Small States

Lexical definition of small is “of a size that is less than normal or usual” and
the second definition is “not great in amount, number, strength, or power” according
to Oxford Dictionary. Small is always defined by what it is not. There is an
identification by relative status. According to Michael Handel, “Simplest definition
is not being a great power.” 1® As a matter of fact, while small states were neglected
by international relations, they were accepted as ‘states that are not great powers’.
They did not constitute another category and have always been defined by negative
terms. As a result of the ascending interest in small state studies, a problem of

identification has emerged.

14 Baehr, p.466

15 Suilleabhain, Andrea O. Small states at the United Nations: diverse perspectives, shared
opportunities. New York: International Peace Institute, 2014, p.1.

16 Handel, p.2



It is hard to answer the question of what makes a state small. The most
controversial aspect of the small state studies is the lack of a concrete definition of
the small state. Due to the fact that every scholar who works in this subject has made
a new definition of a small state with a different point of view has led to a lack of
general definition. Therefore, we are not able to acknowledge a proper definition for
small state. It is still a controversial issue which criteria should be used to define
small states. In addition, some authors have examined this issue without making any
definition on them. Annette Baker Fox studied the behavior of the small states that
she dealt with without defining any small state in The Power of Small States.
Authors like Baehr claimed that it is not possible to create suchlike concepts.

The criteria used to define small states in literature mostly divided into three

groups; quantitative, qualitative and perceptive.’
2.2.1 Quantitative Criteria

Authors, such as Vital and Vellut, used quantitative criterion and developed a
small state definition by using measurable features like surface area, population,
GDP, military power etc. In this direction, there is a determined limit which specifies
whether a state is small or not. Different assumptions had been made about this
subject. Vital choosed to make a distinction between the developed and
underdeveloped states. According to his definition, developed states with a
population of 10-15 million and underdeveloped states with a population of 20-30
million can be identified as small states.'® That is to say, besides making a distinction
in terms of population; Vital created a dichotomy based on the development level of
states.’® On the other hand, Jean-Luc Vellut combined GDP and population in order
to define a state as small.?® He kept the small state scale wide by setting the limit as
less than 50 million. Besides that, he mentioned a new notion called “smaller states”
whose population is less than 10 million. Vellut’s 50 million was a bit exaggeration

considering the other arguments about the definition of small states. Handel used a

7 Yesilyurt, Nuri “Ortadogu’da Rejim Giivenligi ve Kiigiik Devlet: Urdiin Ornegi” Doctoral
dissertation, Ankara University, 2013, p.44.

18 vVital, p.3
19 |bid, p.8
20 Vellut, p. 254



limit between 10-20 million range. Even though she did not make any proper
definition, Annette Baker Fox defined Turkey and Spain as small states yet her
interpretation is not suitable with other perceptions in terms of population. As
understood from here, every other author had made his/her own definition and limit
in order to define a state and no common limit had been set by the literature.
Existence of vast amount of diverse assumptions show that there is a certain

arbitrariness in setting the limits.

Some scholars, such as Handel and Goetschel, pointed out the inadequacy of
quantitative criterion in order to define states and offered different methods. Yet, it
does not mean a denial of the relevance of quantitative methods, but rather
combining others aspects with them and creating a broader picture in defining small
states. Basing on the size and power of the state only on numerical criteria led to
unrealistic results by reason of smallness in quantitative sense does not always

indicate lack of capacity.?!
2.2.2. Qualitative Criteria

Some scholars, believing that quantitative methods would not be sufficient in
defining small states, suggested that qualitative criteria which indicated the influence
of states on external world and their immunity to influence of others which are

difficult to measure objectively.

The emphasis on power is significant. According to Goetschel,?? the
definition of smallness is based on the national power and claims that small states are
basically less powerful states. In “Weak States in the International System”, Handel
endeavoured to create a summary of different perspectives on small states. He
implies that very large set of criteria, qualitative and quantitative, must be used; yet
he opposes simplifying by using only quantitative methods which are easier to
measure.?® Moreover, he mentions the dichotomy of protecting itself and affecting
balance of power. This conceptualization is similar to Goetschel’s autonomy and

influence and emphasizes the importance of national power. Yet, it constitutes

2l Handel, p. 31
22 Goetschel, p.15
23 Handel, p. 50

10



another definition problem for the concept of “power.” Goetschel defines power as
“the capacity of an individual or group of individuals to modify the conduct of other
individuals or groups in the manner which he desires and ability to prevent others
from affecting their own behavior.”?* That is to say, the smallness means lack of
autonomy and influence. Goetschel also mentions the separator effect of national
power and divides it into two.?® The positive definition of power is being able to
influence others to behave in a manner desired by the one wielding the power, the
negative one is being able to prevent others from exerting influence on one’s
behavior. Waltz’s position is also compatible with this perspective, in which he
claims that small states are the ones which suffers from lack of resources
and capacity to influence the international system.?® This outlook uses quantitative

criteria to emphasize to significance qualitative criteria.

In other words, many scholars came to an agreement with the definition of
small states in qualitative sense which is a state which suffers from the being deficit
of power. Yet, this definition harbored its own handicaps. The notion of influence is
far from measurable and mostly understood in an intuitive way. This reality harms

the solidity of qualitative criteria.?’
2.2.3. Perceptive Criteria

Beside the other perspectives, some scholars believed in the importance of
perception and claimed that a state should be seen as “small” by itself and other
states in order to be accepted as a small state. Rothstein describes small states as
follows: “The ones they feel threatened by great powers” ve “the belief in its
inability to rely on its own means.”?® Keohane also argued that small states are states
that think that they will not provide their security with their own capacities.

According to him, they are the states which have no significant impact on the system

24 Goetschel, pp. 3-4

% bid, p. 14

26 Waltz, Kenneth N. Theory of International Politics, Random House, 1979, p.131.
27 Yesilyurt, p.46

28 Rothstein, p.29
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and will not be able to make any.?° Their leaders do not think they are capable of it,
which has shown that being a small state is about how a state or administrators
perceive it. From this point of view, small states think that they cannot meet their
security needs on their own and rely on the help from others. Jeanne Hey emphasized
the role of smaller states in their role-sharing in the international system. In this
context, small states take this name according to their position within the hierarchy in

the international system, and this hierarchy is the result of a kind of perception.*
2. 3. Characteristics and Foreign Policy Behaviors of Small States

In the aftermath of the Cold War, it is fair to claim that the international
system is more multipolar than the last century. This multipolarity is also combined
with asymmetries between countries in the sense of development. In a structure with
lack of one hegemon, there are a couple of great powers combined with a good deal

of small states.

As a result of lack of interest in small states, studies on foreign policy
behaviors of small states remained salient in contrast to studies on great powers.
Most of the International Relations literature aspired after analyzing demeanors of
bigger actors of the play. Though, there is a limited amount of studies which aimed
to create a better understanding about small states. Some of these studies argued
whether it is possible to create a behavioral pattern for small states or not. Part of
them presented a pattern, yet some studies claimed it is impossible to create one due

to lack of universal small state definition.3!

Besides that, literature on small states emphasizes the vulnerable and weaker
status of them when it comes to analyzing their foreign policy behaviour. Yet, some
claim that there are positive aspects of being a small state such as being seen more

credible in international environment.3? Besides, big portion of the International

29 Keohane, p.60

%0 Hey, Jeanne A. K. Small States in World Politics: Explaining Foreign Policy Behavior. Boulder.
Lynne Rienner Publishers, 2003. p.3

31 Baehr, p. 466

32 Graeger, N, Larsen, H and Ojanen, H. Conclusions: Fourfold “Nuisance Power” p. 221 as cited in
Browning. Christopher S. “Small, Smart and Salient? Rethinking Identity in the Small States
Literature”, Cambridge Review of International Affairs, 19:4, 2016. p. 674
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Relations literature accumulated until the end of Cold War claim being small means
being weaker, emphasize that pressures of international environment are more
influential on small states’ foreign policies.>® Besides that, they argue that domestic
issues of the small states are more significant for great powers in their decision
making processes. In contrast, scholars like Baehr deny this categorization and claim
small states does not have to act accordingly to certain types of patterns such as

balancing and bandwagoning.3*

One of the most prominent postulates on small states is their vulnerability.
Small states has been seen as fragile creatures in many aspects. They are
economically and politically weaker than their bigger counterparts, therefore they
suffer from the lack of resources they need in order to survive in the international
system; in other words, they are not able to survive by themselves. According to
realist and neorealist approaches, small states have been accepted as “objects” of the
international system.®® They suffer from the lack of ability to survive by themselves
and they are more prone to being under the influence of other greater states. That is
to say, they shape their foreign policies as a response to the international system.
Handel summarises this as “their foreign policy is governed by the policy of
others.”®® Small states are inherently preoccupied with survival issues and potential
dangers from outside, therefore their foreign policy is not shaped by domestic issues

but rather by requirements of international system.

Besides, some authors intends to create a more positive portrait for small
states and claims that being a small state has some advantages of its own. Graege
claims that small states are seen as more credible in international arena.®” In addition
to that, Handel mentions that small states have less on their plate to solve and this

condition gives relative advantage to decision makers since they have fewer

33 Doeser, Fredrik. "Domestic politics and foreign policy change in small states: The fall of the Danish
“footnote policy’." Cooperation and Conflict 46, no. 2 (2011), p.222

3 Baehr, p. 466

3 Browning, p. 671

% Handel, p. 4

37 Graeger, N, Larsen, . p. 221
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distractions. This is due to their smaller set of choices as a result of their lack of
capacities.®

In this segment, the characteristics of small states will be explained in the

sense of their economy, political system, social system and military.
2.3.1. Economy

One of the most prominent characteristics of small states is their economical
vulnerability. The vulnerability occurs as a consequence of various hardships that
small states suffer from. As mentioned before, these hardships are emanated from
their small nature. One of the most significant struggles for small states is the
deficiency of resources. As a result of their limited amount of land and geographical
ill luck®, small states do not contain sufficient resources in order to survive by
themselves. The deficiency of resources hinders the potential of production in the
sense of variety. With its limited resources, small states are forced to specialize in
certain products and causes narrow range of output and export. Due to their
inadequacy in the sense of resources, most of the small states are left with their small
agricultural sector which is incapable of carrying their economies single-handedly.*°
Most of the basic goods are imported from outside markets and it causes damage in
small state’s terms of trade. Yet, there are few examples of small states in the Middle
East and the Persian Gulf which are blessed with valuable resources such as oil and
natural gas. These countries, such as Qatar, Kuwait and Bahrain, are significant oil
exporters in the world. Another aspect of small states’ geographical ill luck is the
costs of transportation.*! Most of the small states are islands or in a landlocked
position which means it is difficult to reach their lands compared to larger states
which causes high transportation costs in trade activities and harms small states’

economy.

38 Handel, p. 43

3 Armstrong, Harvey W., and Robert Read. "Small states, islands and small states that are also
islands.” Studies in Regional Science 33, no. 1 (2003):. p. 240

40 Read, Robert. "Growth, economic development and structural transition in small vulnerable states."
in Globalization, marginalization and development (2002): p.176

41Briguglio, Lino. "Small island developing states and their economic vulnerabilities." World
development 23, no. 9 (1995):. p.1617
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Another consequence of being small is having an inherently small internal
market. There is a limited amount of firms in small states which leads to limited
domestic competition in the market. The narrow range of firms causes the
narrowness in opportunities for development of technology.*> As a result of their
small market, small states are dependent on foreign markets which makes export
based economy inevitable. Due to the lack of variety in resources and capacity small
states follow export driven growth strategy based on comparative advantages.** They
are compelled to specializing in certain products and export them in order to make a
profit. Thereupon they are able to import goods that cannot be produced in their
country. The imports constitute a significant proportion of aggregate domestic

production. This cycle demonstrates the dependency in foreign markets.

Small states are depending comparatively heavily upon foreign trade both for
supplies and sales markets** which means they are more open to outside world. They
have lower trade barriers and favourable tariffs which makes them more prone to
suffer damage from exogenous shocks. Even though the openness may have
desirable growth effects but it exacerbates their vulnerability. In times of crisis, small
states are the ones which get damaged further due to their lack of protective
measures. Especially, not only during the trade liberalisation processes but also rise
of regional trade blocs, small states are the ones who are affected the most.*® That is
to say, the economies of small states are more volatile and vulnerable as a

consequence of their open nature. As Brugiglio clarifies that small states have “great

42 Ramkissoon, Ronald. "Explaining differences in economic performance in Caribbean economies."
In an International Conference on “Iceland and the World Economy: Small Island Economies in the
Era of Globalization”, Center for International Development, Harvard University, Cambridge, MA.
2002. As cited in Kurecic, Petar. Lusa, Dana. The Economic Growth of Small States and Small
Economies in Regional Economic Organizations and Integrations: Similarities and Differences.
Journal of Education, Culture and Society (2081-1640) 5 (2014), 1; p. 263

43 Kurecic, Petar. Lusa, Dana. The Economic Growth of Small States and Small Economies in
Regional Economic Organizations and Integrations: Similarities and Differences. Journal of
Education, Culture and Society (2081-1640) 5 (2014), 1; p. 261-284.

4 Robinson, E.A.G., ed. The Economic Consequences of the Size of Nations: Proceedings of of A
Conference Held by the International Economic Associations. MacMillan, Toronto. 1960.

4 Armstrong, H.W. and Read, R.. Trade and Growth in Small States: The Impact of Global Trade
Liberalisation. Trade and Growth in Small States: The Impact of Global Trade Liberalisation.
Working Papers, ec 5/98. Departments of Economics: Lancaster University. 1998. p. 564
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exposure and less resilience”.*® The fact that the developments in the external world
are highly influential on the country's economy has caused the economic pressures to

have a great impact on foreign policy.*’

Some small states are rather advantageous in GDP-wise. But the vulnerability
of small states is not closely associated with their GDPs. GDP is a measure of
development yet vulnerability is not measured by GDP.* Moreover, the share of
trade in their GDP is bigger than larger states*® which makes their GDP more volatile
as a consequence of their greater exposure to international trade and fluctuation. As
a combination with their political challenges in international area, small states have
limited ability to influence domestic prices which means that they are mostly price

takers. %

On the other hand, by establishing close trade relations and being a part of the
initiatives they think they will protect themselves and can eliminate the uncertainty
of the foreign world to some extent. Hence they comply with being interdependent

with their neighbours for the sake of protecting themselves.
2.3.2. Political and Social System

The size is one of the characteristics which affects political and social
formation of a state. There are different views in this sense. Scholars like Dahl and
Tufte rejects the claims that there is a correlation between size and democratic
structure.> On the other hand, Ott claimed that smaller states are more democratic

than others and they carry less potential to become an authoritarian state.>

4 Brugiglio, p.1618

47 Gerger, Haluk. “Small States: A Tool for Analysis.” The Turkish Yearbook of International
Relations. Volume 15. 1975, p. 117

48 Brugiglio, p. 1618

49 Easterly, William, and Kraay, Aart. "Small states, small problems? Income, growth, and volatility in
small states." World development 28, no. 11 (2000):. p.3

%0 Brugiglio, p. 1619

51 Armstrong, Harvey W., and Read, Robert., "Trade and growth in small states: the impact of global
trade liberalisation.” World Economy 21, no. 4 (1998) p. 574

52 Dahl, Robert A. Tufte, Edward R. Size and Democracy, California, Standford University Press.
1973. p.138.

%3 Ott, Dana. Small is Democratic: An Examination of State Size and Democratic Development. New
York. Garland Publishing. 2000, p.111
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Some authors claim that deficiency of resources in small states also shows
itself in the political systems of small states. Not having enough resources causes
deficiencies in intelligence sense. Their landlocked and distant position also feed
their isolation and keep them defective. As a result of their limited amount of
information, the decisions that had to be made are the conclusions of a subjective
thinking; more clearly the subjective thinking of the current leaders of small states.
That means, their foreign policy becomes based on not objective intelligence but
subjective interpretations of leaders.>* In other words, in small states there are fewer
bureaucratic influences®™ due to the fact that the leader is the one who makes

decisions.

In the sense of social system, there is a belief that small states are more
homogeneous than large states with their geographically small size and, as a matter
of course, the relatively small population.®® As a society inherently intertwined as a
result of being small, small states are thought to have more participatory and
concensus-based systems. Yet, their communal characteristics may cause a

phenomenon called clientelism.>’
2.3.3. Military and security

Small states are mostly commemorated with their vulnerable situation and
their military and security locus is not an exception. Small states are considered to be
more vulnerable than larger states in the sense of security due to their lack of
resources for national security. They do not possess dependable tools for their own
security needs which creates fear and anxiety atmosphere and make them

continuously on alert and fundamentally defensive.>®

In order to halt their vulnerability small states started to become dependent on

external resources and alliances in order to protect themselves. Since they are not

54 Vital, p. 32
%5 Handel, p. 60
% Dahl, p. 13-14

7 Armstrong, H.W. and Read, R. "Trade and growth in small states: the impact of global trade
liberalisation.", p. 570
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in position to challenge great powers on anything like equal terms®®, they rely on the
defence umbrella of their stronger neighbours and other major powers. In other
words, small states put away their political autonomy in order to maintain their

security.
2.3.4. Foreign Policies of Small States

The foreign policies of small states are shaped as a result of their challenges
caused by their size and lack of resources. The main purpose of their foreign policy
is compensating their incapabilities®® and try to minimize their power deficit and
shape their foreign policies aligned with this purpose. The structure of international
system is constructed by powerful states and small states mostly shape their foreign
policies considering the necessities of international system. The international
environment is a more significant variable for smaller states than for larger states®?,
because they have more to fear and more to lose. Small states are intrinsically more
preoccupied with survival and they shape their foreign policy as a response to
external conditions.®? Their busyness with their survival gives them less room for
choice. Their obligation to act accordingly to international system causes the
insignificance of domestic factors. In other words, small states are compelled to
pursue a foreign policy which is responsive to developments of the international
system and domestic issues remain less salient in this sense. Yet, some scholars such

as Miriam argues that both two levels of analysis are also very important.®

Besides the emergence of foreign policy as a result of systemic conditions,
the number of issues they deal with in foreign policy is quite limited. According to
some scholars, this is one of the perks of being a small state. Handel claims that

smaller states have fewer issues to deal with.%* In this regard, distractions are less and

%9 Vandenbosch, Amry. "The small states in international politics and organization." The Journal of
Politics 26, no. 2 (1964):. p. 294

%0 Fox, p. 182

61 Bjol, Erling. “The Small State in International Politics” in August Schou and Arne Olav Brundtland,
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prioritization is easier for small states. They concentrate their limited resources on a
specific set of policy priorities. However, small states have little response options
and can pursue smaller set of actions. Their responsive nature of foreign policy move
around two types of tactics: balancing and bandwagoning. Even though these two
terms look and sound similar, they carry distinctive features. Balancing is
establishing more relationships in order to balance one power with another. It
involves creating alliances yet the main goal is to construct a balance against
threat. Bandwagoning is also envisages constituting an alliance in order to protect
themselves. Yet, this time small states, that are not able to protect or maintain
themselves with their own capacities, prefer to fall under the protection of another
entity, which they consider powerful or even threatening. Walt argues that, for small
states bandwagoning is a more accurate strategy than balancing which constitutes the

origins of alliances.®

Small states become a part of international cooperation initiatives and are
more actively engaged to increase their significance in the international environment.
In this sense, international organizations also provide a suitable basis for small states
to participate in collective decision-making mechanisms and become part of the
international system. They value the importance of international organizations and
collective action®® believing that commitment to those institutions would contribute
their efforts of protecting and promoting their interests.” In other respects, the
importance given by small states to international organizations and collective work
has led to some wrong conclusions. Small states are mistaken as peaceful states
which does not reflect the true stance of them. In fact, small states pursue a peaceful
foreign policy for pragmatic reasons; because they do not have the luxury of
pursuing an aggressive policy. In other words, small states have a peaceful
appearance because they have no other chance to survive internationally, not because

they are truly peaceful .8

8 Walt, Stephen M, The Origins of Alliances, Cornell University Press, Ithaca NY, 1987, p. 21
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On the other hand, there is a claim in the literature that small states act in the
direction of their geography and that small states in different geographies act
differently. What is decisive here is the relationship and communication of these

states with the major states, as well as the economic, cultural and political tradition.®®
2.4. Small States in Regional Cooperation Initiatives

Most of the literature on regional cooperation inititatives is based on
European Union’™ which is a result of aforementioned Eurocentric view of the
International Relations discipline. In addition, the issues that the literature is mostly
interested in are the transfer of sovereignty and political unification within the
regionalization efforts due to the fact that there is an effort to explain and understand
which of the supranational or intergovernmental regional integration processes is
more successful.” In this context, especially the European Union is shown as a
model to be reached by maintream literature.”> As a result of the Eurocentric
character of the discipline, particularly the Europen Union member small states were

the most studied subjects among the small state studies.

In addition to the large number of studies on European Union integration,
theories developed to understand the integration process of the European Union have
been tried to be used to understand other integration processes, but they have not
been able to fully explain these processes. The most well-known EU-centric theories
are Ernest Haas's neofunctionalism theory and Andrew Moravcsik's liberal

intergovernmentalism theory.”

At the present time, only states with great industrial capacity have access to

large-scale military power. In this conjuncture small states are the ones which cannot

8 Kurecic, p. 230

0 Bianculli, Andrea, “Latin America” in Bérzel, Tanja A., and Thomas Risse, eds. The Oxford
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skirmish with great ones due to their low levels of capacity.’* Their lack of strength
and capacity necessitates the practice of different devices and strategies. The military
weakness of the small states has been interpreted as diplomatic weakness for a long
time. The small states, which could not exist in the system with their military and

economic capacities, attempted to protect themselves by diplomatic methods.

One of the most significant foreign policy steps for small states is to establish
or become part of regional cooperation initiatives. As mentioned, small stated give
utmost value to the international initiatives. Especially since the end of the Second
World War, we witness the proliferation of regional and international institutions’™
and small states became one of the main supporters of this trend. As mentioned
above, this period also witnessed the proliferation of small states. The vulnerable

nature of small states contributed to the popularity of international organizations.

Nethermost reason for the support of international organizations, international
peace and the belief that the system will be protected. In parallel, small states showed
great commitment to those institutions in order to seek to protect and promote their
interests. The benefits of small states mostly lie in collective action, thus they
promoted the effectiveness of small states. In addition to the establishment of
international organizations, regional organizations began to form. Regional
organizations were established to respond to different problems of different regions.
Regional and domestic conditions that drive the demand for integration within

member countries.

On the other hand, whether regional integration processes can be successful
or not depends on the level of homogeneity of integration. It is possible that
structural asymmetry can be transformed into asymmetry in the benefits obtained,
which is quite common in small state and great power relations in organizations
where structural asymmetries are quite high. In this section, a number of regional

organizations involving small states will be examined from this perspective.

2.5. Case Studies

"4 Vandesbosch, p. 294
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The large part of the literature on small states deals with small states within
the European Union as evidence of European centrist view of the mainstream IR
discipline. Relatively smaller yet still relevant part of the literature is concerned
about small island states and microstates. In particular, research on the Caribbean is
prominent. The dynamics of these small island states and their position in the

international arena have been studied.

The fact that the foreign policies and reactions of small states vary from
region to region has led to comparative studies of small states in different regions.
Consequences such as whether there was any major state in the region, geographical
location or political structures made up this difference.

In this section, case studies of small states and their regional integration

efforts and the way they were interpreted from literature will be discussed.
2.5.1.CARICOM

It has been mentioned earlier that regional economic structures are an escape
route for small states which are not able to survive alone. CARICOM is the example
for the Caribbean region. In the 1960s, many small states in Africa and the Caribbean
achieved their freedom. These newly emancipated little states were eager to make
their voices heard and were part of the United Nations. The fact that every country
had equal votes in the United Nations was an attractive element. In 1973, CARICOM
was established with the support of the United Nations with the objective of
providing trade and technical cooperation with relatively developed states outside
their region while trying to make their voices heard.”® Especially with the 1980s, the
imposition of structural reforms through large states and international organizations,
and the growing debate on the fragility of small states, led regional integration
movements such as CARICOM to address local development issues. With the 1990s,
the wave of globalization and liberalization also feared whether small states would

survive within the new world order.

When it comes to the foreign policies of CARICOM members, it is seen that

each member state has different problems and they tend to follow different foreign

*Braveboy, Wagner and Jacqueline, Anne. "The diplomacy of Caribbean community states: searching
for resilience.” In The Diplomacies of Small States, Palgrave Macmillan, London, 2009. p.98.
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policies in the face of these problems. These small island states have different needs
in the face of different economic conditions. The main reason for this is that
economic development is the priority of the growing states which leads to

incompatible goals within the same organization.

CARICOM countries have different needs and orientations in the field of
security as well as economic reasons. Even though their objectives overlap from time
to time, such differences of priority between member states often lead to arguments

within the framework of integration.

As a result of their small size, CARICOM countries remained very weak in
responding to developments in the outside world. Most of their decisions were made
under pressure and not well-planned. Especially, they were slow to adapt to the

necessities of 21st century in the sense of diplomacy practices.

Most of the academic studies dealing with the small island states of the
Caribbean deal with the obstacles to the advancement of integration and sometimes
have been addressed by comparing them with the small island states of Oceania.
While regional cooperation initiatives in Oceania remain more pragmatic and forum-
level, there are multiple regional structures in the Caribbean that overlap with each

other in the sense of purposes and member countries.”’
2.5.2.ECOWAS

The Economic Community of West African States, or ECOWAS, is a
regional organization in the African continent. It was established in 1975 after the
signing of a Treaty in Lagos. Yet this treaty has undergone many revisions, and the
final version was signed in Cotonou in July 1993. ECOWAS has a similar structure
to that of the European Unions and consists of the 15 member states, namely Benin,
Cote d’Ivoire, Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania,
Niger, Nigeria, Senegal, Sierra Leone, Togo and Burkina Faso. From these states,
Mauritania left ECOWAS is 2002 and Burkina Faso was named Upper Volta in the

time it joined the organization.

" Rolfe, Jim. "Many Small States, two regions, different constructions." Social and Economic Studies
(2007): pp. 96-134.
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In the colonization era, the African continent was colonised by the of the
major powers of the era: The British Empire and France. Due to this, there are two
major blocs within the organization of ECOWAS. There is an Anglophone bloc
consisting of countries speaking English and there is a Francophone bloc consisting
of countries speaking French. This division is suppressed by the “big brother” of the
region, Nigeria.”® The formation of the ECOWAS and its integration process is based
on three main areas. The first one is the creation of a secure environment. For
example, one security issue is the numerous conflicts between different tribes in the
region. The second area is the reformation of the political systems of the member

countries. The last one is naturally an econimic integration.

Comparing ECOWAS with MERCOSUR, it can be easily stated that Nigeria
is this region’s Brazil. In contrast to Brazil however, Nigeria formed strong alliances
with the small states in the region. One example of such an alliance is with Ghana.
Ghana and Nigeria had a strong friendship long before ECOWAS was formed. This
was due to the history of the two countries. They were both English colonies
surrounded by French neighbours, therefore they have been on good terms. Another
difference between these countries and their counterparts in MERCOSUR s that they
are fully committed and involved in creating a secure region. Their main focus on
foreign policy is to stabilize the region by creating a secure environment through
peacekeeping operations. Although they have the same agenda, they differ in their
ways of operation. Nigeria being the hegemon of the region, exerts its military force
in these missions. This is to show its power and also try their military technologies.
Ghana takes a different approach. Since it doesn’t have the same resources as
Nigeria, it takes the treaty obligations into consideration and tries to settle
international problems through peaceful ways. This way of dealing with regional

problems also earned Ghana trust and respect on an international level.

The best example for Ghana and Nigeria’s co-operation can be the Liberian

civil war in the 1990s. In this particular example, Ghana was seen to be moving

8 Omo-Ogbebor, Dennis O., and Ahmed H. Sanusi. "Asymmetry of ECOWAS integration process:
contribution of regional hegemon and small country." Vestnik RUDN. International Relations 17, no.
1 (2017): pp. 59-60
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according to its own self interests. There were Ghanaians trapped in Liberia and
Ghana encouraged the idea to intervene with a plan to rescue its citizens. The
operation was mainly carried by Nigeria, which had the main attack force and the
biggest financial support to the operation. Yet also Ghana played a very crucial role
during this crisis by opening its borders to the fleeing civilians. It also established
temporary settlements for those refugees to stay. Both Nigeria and Ghana had their
own personal agendas in this operation, apart from peacekeeping in the region.
Nigeria wanted to show its military strength on an international level and exert its
hegemony on the region, whereas with its peaceful and human-rights defending
stand, Ghana was internationally recognized and praised.

There is also one main difference which separates ECOWAS from
MERCOSUR or any other regional agreements. ECOWAS is more focused on
political integration, due to the instability of the region. There are democratic
regimes in both Nigeria and Ghana for longer periods than those of the other states in
the region. This encourages the states in ECOWAS to create a political stability in
the region and become more democratized. The main issues in the region are
frequent military coups and constitutional crises and these issues can be solved by a
regional political integration. Ghana and Nigeria strive to create a strong and stable
West Africa by committing themselves to ECOWAS fully. Their full commitment is
due to them seeing these problems not only a part of their foreign policies, but also a
part of their internal policies. This mindset is what makes regional integration more

successful and homogenous.
2.6. Conclusion

In this section, small state theory which will provide a basis for this thesis is
explained. In this context; principally, the historical development of small state
theory has been tried to shed light on. Afterwards, the definition of small state, which
is the real complex part in the theory of small states, was introduced. In the absence
of a full consensus on the definition of the small state, different scholars have
developed different perspectives on this issue. In this regard, different criteria have
been used in defining small states and this section has tried to explain them. This
thesis is based on the combination of all the above mentioned criteria for the

identification of small states due to the fact that because each criterion alone has
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some major deficiencies, but they provide a clarification for small states to some

extent.

Later, the basic features of small states in the sense of their economy,
political and social system and security have been explained. The main interest of
this thesis is how the small states behave in their international relations as a sum and
consequence of all these mentioned characteristics. Due to the lack of resources,
small states show distinct features from big powers in the sense of their economic,
political and social decisions. In this regards, their foreign policies are mostly aimed
to protecting themselves and sustaining their existence. Therefore, the behavior of
small states within the framework of regional cooperation initiatives have been
examined in the light of this fact. The conclusion reached is that small states are
more eager to be part of such organizations because of their disadvantageous
position. In other words, they are obliged to cooperate with other countries due to
their small structure, whether they pursue balancing or bandwagoning policy. In
order to set an example for this perspective, CARICOM and ECOWAS examples,

which are two regional structures composed of small states, are mentioned.
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CHAPTER 3

HISTORICAL DEVELOPMENT OF MERCOSUR

Debt Crisis in the 1980s occured as a result of the collapse of the import
substitution policies implemented by Latin American countries since the 1950s.
MERCOSUR emerged as a result of the economic recovery and democratization
processes in the period following the Debt Crisis. In this chapter, the historical
process leading to the establishment of MERCOSUR is going to be explained. In
addition, the structure of the MERCOSUR will examined by addressing the decision-

making mechanisms and the obstacles of integration.
3.1. Historical Background of Latin America

This section examines the occurrence of regional organizations in the Latin
American region, the establishment of MERCOSUR and the process leading to it.
The proliferation of regional organizations and application of neoliberal policies
went hand in hand in Latin America during the 1990s. Even though establishing
regional structures was not a necessity for neoliberalism®, it is also a fact that they
had potential to ease the process of transition to neoliberal policies due to the fact

that geographically close states experience similar obstacles.

The roots of neoliberal policies can be traced back in the previous decades.
During the 1980s most of the Latin America was governed by military regimes
which followed import substitution policies systematically since the 1950s. The
period between 1950-1980 was the third wave of implementation of ISI programs
which took place for the first time during First World War and the second time in the

aftermath of the Great Depression.®
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3.1.1. Import Substitution Policies

Import substitution policies had some distinctive features which are crucial to
understand them in order to grasp the essence of the change in Latin America. These
policies had been emerged in order to escape from Latin America’s role in the
division of labor. According to this division, Latin American countries were mostly
exporters of raw materials and food, and importers of manufactured goods from
Europe and the United States.®! Import substitution industrialization (1SI) policies, as
the name suggests, are based on the idea of realizing development by making its own
production instead of importing, which means building new facilities to do so. These
policies did not emerged as a development model, they were came into the view as a
remedy to the socioeconomic and political crises of the period they were

implemented.®

Before the First World War, there were small factories and workshops in
Latin America, yet majority of the manufactured goods were imported. The economy
was highly based upon the exports, which created a middle class who are the
consumers of imported manufactured goods.®® The global environment created by the
First World War forced the Latin American to pursue import substitution policies.
European countries were unable to produce other than military goods due to war
environment. The shipment was impossible and the price of a limited number of
imported goods was high due to scarcity. Under these circumstances, the import
substitution approach began to appear more profitable. Nevertheless, after the end of

the war the labor of division went back to its “normal” state.

In the 1930s, a new wave of import substitution took place because of the
consequences of the Great Depression which led to the mistrust of laissez-faire

policies.?* Again there was a scarcity in imported goods. The imports were decreased

& 1bid.
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due to the fall of foreign exchange receipts from exports.®> The domestic production
was primarily based on light consumer goods, yet there was little development in
heavier industries. Second World War also had an accelerating effect on ISI, but the

actual climax of these policies took place in the aftermath of the Second World War.

The fact that the economy is based on food and raw material exports, and as a
result of the fluctuations experienced in exports, it was understood that export-led
development could not be used as a long-term growth policy. Because the population
was increasing rapidly while there was no visible leap in demand for these goods. In
such an environment, the idea that import substitution would lead to the growth of
Latin American countries began to be attractive. In addition to providing
development, the idea of granting economic freedom to Latin America made import

substitution policies even more appealing.

ISI policies were implemented in various ways which required excessive
protectionism and government controls. In this process, import substitution policies
were implemented through mechanisms such as protective tariffs and foreign
exchange controls, infrastructure investments; moreover, credit facilities were
created for the industries to be supported, and establishing presence of the state itself
in some sectors nor domestic neither foreign capital had capacity to invest in.
Consequently, governments needed resources to implement these steps. Particularly,
some sectors such as infrastructure became heavily dependent on foreign direct
investments. In time, capital flows turned into the private capital flows which were

bank loans.®’
3.1.2. Debt Crisis of 1980s

Debt crisis became the break point for region. It occured at the beginning in
the 1980s revealed that how fragile the import substituting policies were. Within this

conjuncture, the debt crisis had showed up in August 1982, started in Mexico and

8 Baer, "Import substitution and industrialization in Latin America: Experiences and interpretations.",
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quickly spread to a number of other Latin American countries. It was a result of the
rapid and enormous growth of external debt and led to the political and economic

crisis in Latin America.

Edwards claim that import substitution industrialization policies required
excessive protectionism and government controls which weakened the structure.®
Countries who pursue such policies suffered from being unable to accommodate
themselves to global conditions due to the fact that their governments were
profoundly inward-looking.2® The spending of their governments continued to grow
while their fiscal deficits were soaring harder.® One of the biggest consequences of
this system, in which the government has a large role, has been the increasing
burdens on public sector budgets and the situation got worse with the inefficiency of
tax system which caused inability of the states of providing some services properly.
Within this conjuncture, the public finance structured had weakened and let to rely
on inflationary financing as a way to bridge government expenditures and

revenues. 2

Yet, there is also a claim that the reason behind the ill-fate of these
governments was not only structural but it was also external. According to this
perspective, import substitution policies are not the only reason of the debt crisis..
The Qil Crisis was one of the factors that triggered the debt crisis in Latin America.®
In 1973, oil exporter states, in other words, OPEC decided to increase oil prices
sharply. Even though it was aimed against industrialized powerful states; developing
and under-developled states also suffered. Most of the Latin American countries

received an impact from this external shock, except Venezuela which was also one of

8 Sebastian, Edwards. "Crisis and Reform in Latin America. From Despair to Hope." World Bank-
Oxford University Press. New York (1995) pp. 1-5 As cited in Hira, Anil. "Did ISI fail and is
neoliberalism the answer for Latin America? Re-assessing common wisdom regarding economic
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8 Philips, p. 58

% Neto, p. 7

%1 Edwards, p. 1-5 as cited in Anil p. 347
%2 | bid.

% Neto, Alcino F. Camara, p.8

30



the main oil exporters in the world.** The share of oil related spending expanded in
their budget, because their industrialization process was heavily dependent on the oil.
Global recession caused by the OPEC crisis also led to the fall of Latin American
exports. Due to rise in oil prices, commodity prices are increased, causing
unprecedented high inflation rates. As a result of rising expenses and declining

incomes, their economies came under big debts.

3.1.3. Neoliberal Turn in Latin America: Proliferation of Regional

Organizations in 1990s

The 1980s were a lost decade for the countries of Latin America because of
the debt crisis and lack of development and the 1990s was a breakpoint for world and
capitalism. The period between the 1970s and 1990s was challenging not only to
Latin America, but also most of the world. Even powerful states were suffering from
crisis and stagnation.®® Economic instability of the previous era and the crisis of
Keynesian policies led a pursuit of alternative policies.”® As a solution to these
problems, countries have moved towards neoliberal policies which promote freedom
of markets. ¥ In particular, the state-centered approach of the postwar period was
abandoned. More market-oriented approach started to be adopted and significant
steps were taken in the removal of trade barriers.®® In addition to that, Neoliberal turn
in the third world realized by the hand of international organizations and Latin

America also took its share from this transition.%®

The re-negotiation of Latin America’s debts process had started at this point.
The International Monetary Fund had been serving as a “lender of the last resort”
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since the Second World War.% Inasmuch as a re-negotiation process were perceived
more beneficial rather than declaring bankruptcy; yet, in a sense, resulted as handing
over their autonomy to an external entity. In order to start renegotiation talks
countries should had been permitted and this permit would be given if they start
applying structural adjustment programs which had been imposed by international
lending institutions, the World Bank (WB) and the International Monetary Fund
(IMF). These programs were forced in order to ensure repayment to the institutions
and also became the locomotive of the neoliberal turn in Latin America, since they
required implementing neoliberal ideology. That is to say, the indebted countries
faced with the imposition of neoliberal policies in order to survive from their
economic trainwreck. These programs minimized the role of the state, dictated
austerity policies and export-oriented open markets as a remedy. According to
Washington Concensus, As mentioned above, the Latin American economies were
inward-oriented economies before by implementing ISI policies. International
financial institutions forced these policies to change and opened the way for the
neoliberal policies in Latin America. Therefore many developing countries in Latin
America have implemented structural reforms under the supervision of the World
Bank and the International Monetary Fund. Those reforms called Washington
Consensus. Throughout the 1990s nearly all of Latin America adopted the neoliberal

trade policies recommended by the "Washington Consensus”.
3.1.4. Globalization and Regionalism

The 1980s and 1990s also witnessed rise of another phenomenon:
Globalization. Even though globalism was not a new notion, it left its mark to the
1990s. In addition to political events such as the end of the Cold War and the
unification of East-West Germany, developments in technology have led to the

acceleration of globalization in the 1980s and 1990s.1' At a time when state-
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centered policies were replaced by market-centered policies with neoliberalism, it
also accelerated the process of the globalization by minimizing the role of states.'%?

Latin American states were fragile in the midst of these radical changes,
hence the regional processes started to be established in order to support each
other.1®® Even though the popular perspective towards globalization claims that the
globalization restricts regionalization, it does not reflect the truth. In fact, while
regionalization can certainly be seen as a response to globalization, it also tends to
strengthen those socio-economic groups in each country that are committed to

neoliberal globalization.'%

The process of regionalization is inititated by the states to create bonds of
economic and political patterns on a regional level. The key part of this definition is
the importance of reforming a particular geo-economic region. Although some
perspectives simplfy it to a geographical relationship between neighbouring states, it
is based on mutual interdependence. The gathering of states with shared interest is
the significant aspect of regionalization apart from the reorganisation of a specific

geo-economic region.

At the same time, this concepts and definitions were taken even further by the
new regionalism. Nowadays to overcome new global challenges states must
somewhat work together and create integration initiatives. This is caused by
globalisation. It is important to note that this new type of regionalism also includes
social and political issues apart from economic cooperation. In other words, this type
of regionalism points out multiple concerns apart from free trade while the states try
to adapt to this new globalizing world. One example of this concept is MERCOSUR.
The neighbouring member states assembled due to their geographical locations,
similar interests and a will to follow similar policies. Creation of international
organizations is not needed for the transition to neoliberalism but in Latin America

this transition is matched with the proliferation of international organizations.
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The organizations emerging from Latin America had the difference that they
were part of open regionalism trend. This trend is often associated with neoliberal
economic reforms. It is seperated from the old version of regional integration which
was protectionist and introverted.!% This type of regionalism was in line with the
neoliberalization and globalization waves of the period. In other words, open
regionalism in Latin America was the combination of globalization and
regionalization.!%® Initiatives such as NAFTA and MERCOSUR had been established

during this era.
3.2. Regionalism Initiatives in Latin America

The region of Latin America was not a stranger to the regional organizations.
Throughout the history of Latin America, there have been several regional inititatives
which were sometimes complementary to each other or sometimes overlapped with
each other in the sense of aims and members which have their roots in Simon
Bolivar’s and Monroe’s ideas.'®” The beginning of regional integration initiatives in
Latin America can be traced back to Simon Bolivar and his idea of uniting South
Americal® namely Gran Colombia. According to Bianculli, Bolivar’s idea of
uniting Latin America showed itself with proliferation of the regionalism inititatives
in the aftermath of Second World War, yet the motivation of these organizations was
mainly economic, not political, contrary to Bolivar's vision.'®Another driving force
which encouraged integration in Latin America was the United States. The speech of
US President Monroe at the Congress on December 2, 1983, also known as Monroe
Doctrine, was an indication of American vision of regionalism.'° President Monroe

stressed that the continent should be isolated from the European influence!!* and
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emphasized the necessity of the integration of American continent by following
words: “With the movements in this hemisphere we are of necessity more
immediately connected.”**? This idea came into being in 1948 with the establishment
of the Organization of American States.'*® In this regard, OAS was the first regional
integration initiative which includes Latin America.'** This organization, which was
established within the framework of the Cold War, was the scene of asymmetry

particularly between the USA and Latin American countries.

In parallel, European countries started creating free trade zones and customs
unions after the end of Second World War. Latin and North American countries
followed in their footsteps soon after. The first steps towards regional integration and
creating trade zones or trade agreements started early 1960s. As mentioned above,
this trend is distinctive from Bolivar’s vision since regional integration inititatives of
the 20th century are mainly economy based even though they contain certain
political agendas. The first association created in this regard was the Latin American
Free Trade Association, LAFTA. Following the Treaty of Montevideo, seven
countries formed this association, Brazil, Peru, Argentina, Chile, Paraguay, Uruguay
and Mexico and the same year Central American Common Market was founded by
Costa Rica, El Salvador, Honduras, Guatemala and Nicaragua.'™® These
organizations did not achieved great success due to the fact that did not meet the
expectations regarding distribution of costs and benefits and development of

industrialism.116

Andean Pact followed this inititatives by establishing a free trade are

between Bolivia, Colombia, Ecuador, and Peru in 1969.117
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In 1990, after the announcement of the US to create a free trade zone between
countries of North, South and Central America became the region active in
integration agreements again. Only one year after, in 1991, the U.S., Canada and
Mexico signed the North American Free Trade Agreement, NAFTA. Following this
Andean Pact members, namely Colombia, Bolivia, Ecuador, Peru and Venezuela
signed an accord to implement a free trade zone. Only after these developments, the
Latin American countries Paraguay, Uruguay, Brazil and Argentina signed the
Treaty of Asuncion and formed MERCOSUR.

3.3. Establishment of MERCOSUR

MERCOSUR emerged within this conjuncture. The neoliberal turn has
imposed on the region by IMF and forced Latin American states to open their
economies. There was a switch from import substitution to export oriented trade
policies and MERCOSUR emerged as a result of this process. The motivation behind
MERCOSUR was the notion of "open regionalism.” which was a new phenomenon
was diversified from the introverted and unidimensional version of regional
integration.!'® In this sense, globalization and regionalization nurtured each other
with the cycle of globalization leading regionalization and regionalization promotes
the articulation of states to globalzation.'!® As mentioned above, the 1990s were
neoliberal turn for Latin America as a result of debt crisis. Therefore many
developing countries in Latin America have implemented structural adjustment
reforms under the Washington Consensus with supervision of the World Bank and
the International Monetary Fund. Throughout the 1990s nearly all of Latin American
countries adopted the neoliberal trade policies recommended by the "Washington
Consensus”. Open regionalism is often seemed and presented as part of this
neoliberalisation process. In this context, the agreements signed by the member states
within the framework of the establishment and deepening of MERCOSUR are aimed
to have a strengthening effect on the liberalization and deregulation processes.'?°
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The 1990s was also an era of globalization and MERCOSUR presented itself
as not only a protection against the challenges created by globalization but also
facilitating initiative to facilitate the process of inclusion of member countries in
globalization by building a bloc. In order to be able to participate in global economic
processes, member countries constituted a bloc and aimed to adopt unilateral trade
liberalization.!?! The main motivation behind MERCOSUR was the elimination of
tariffs and non-tariff barriers to trade between member states and enabling the
exchange of goods and people in the long run by creating a common market.
MERCOSUR had a road mad in this regard. Free trade are would be established
betwen 1991 and 1994 and customs union would be created by 1995; lastly common
market was aimed yet it is only step that is never established in planned
framework.?? According to Campbell “the purpose of the this financial institution,
with over twenty billion dollars in assets, was to allow member nations to finance
projects and investments without having to apply to or involve the World Bank or the

International Monetary Fund”. 123

In 1991, the The Treaty of Asuncion was signed by Argentina, Brazil,
Paraguay and Uruguay and hence MERCOSUR was founded. It emerged as a result
of the cooperation and harmonization efforts between Argentina and Brazil in the
previous decade. The governments of those two countries established Argentina-
Brazil Integration and Economics Cooperation Program in 1986 as an indicator of
their eagerness to cooperate against the new conjuncture that was seen to be
emerging from the new processes of democratization and economic change
underway in both countries.*®* It was a relatively limited cooperation inititative since
it was involving only certain sectors?® due to the fact that it was aimed to nurture

certain sectors in a conjuncture of debt crisis which makes access to external markets
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more complicated.!?® On the other hand, even though the cooperation between
Argentine and Brazilian governments seemed economic, but in fact its foundation
was political. These two states, which have been in tension for many years, have set
out to cooperate as part of democratization efforts with the end of coup governments

and transition to democratic administrations.'?’

After Argentina-Brazil Integration and Economics Cooperation Program
(PICE), new protocols such as Treaty of Integration and Cooperation (1988) and
Treaty of Integration, Cooperation, and Development (1989) were signed by
Argentine and Brazilian governments in order to create a free trade area between
those two countries.'?® These cooperation steps taken by Brazil and Argentina paved
the way for the formation of MERCOSUR which came out with the participation of

Uruguay and Paraguay. In 1996, Chile and Bolivia joined as associate members.*?°

In December 1994, Ouro Preto Protocol was signed in order to complement
Treaty of Asuncion. The Protocol outlined the structural framework which was
needed to pursue a common trade policy and institutionalize the bloc. For instance,
Article 42 of the Ouro Preto Protocol obliged member states to comply with the
decisions of key MERCOSUR institutions.*® In addition to creating an monitoring
institution for the harmonization of trade policies, it has also made changes in the
liberalization process and relaxed the speed of the liberalization process and changed

the mechanism of convergence. 3!

In the early 1990s, MERCOSUR was viewed as one of the most successful
examples of the so-called new regionalism among developing countries and its

integration process had three features. It had mixed objectives (both economic and
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political), exclusively intergovernmental decision-making structure; and increasing
potential of integration.'®2 In this context, MERCOSUR has become a catalyst for the
liberalization processes of the member states and facilitates the process of integration
into globalization. The integration process was mainly conducted by states and
created three decision making organs, accordingly to its intergovernmental
structure.®*® Two of them was created with Treaty of Asuncion: the Common Market
Council (CMC) and the Common Market Group (CMG). The third organ,
MERCOSUR Trade Commission (CCM), was added with Ouro Preto Protocol.*3* As
the body with the highest political authority within the bloc!®, the Common Market
Council was given the role of providing and environment for making joint decisions
and determining the political direction of the bloc.®® The Common Market Group
(GMC), which acted as executive agency, was tasked with implementation of the
decision taken by the Common Market Council. *" Lastly, MERCOSUR Trade
Commission was responsible for the development of intra-bloc trade and the
establishment of a common trade policy.'*® New organs were established over time
and as the regional integration process required such as Fund for the Structural
Convergence of MERCOSUR (FOCEM), the Institute of Public Policies on Human
Rights (IPPDH), MERCOSUR Social Institute (ISM), the Parliament of
MERCOSUR (PARLASUR), the Secretariat of MERCOSUR (SM) and the
Permanent Review Tribunal (TPR).*° Particulary PARLASUR, which was

established in 2004, had great significance during the process of recovering
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MERCOSUR after the conflicts occured within members during the second half of
the 1990s. 140

Main objectives of MERCOSUR in the light of the founding agreement was

establishing a Common Market by the end of 1994 which contains;

The free movement of goods, services and factors of production between countries
through, the elimination of customs duties and non-tariff restrictions on the
movement of goods, and any other equivalent measures; the establishment of a
common external tariff and the adoption of a common trade policy in relation to
third States or groups of States, and the co-ordination of positions in regional and
international economic and commercial forums; the co-ordination of
macroeconomic and sectoral policies between the States Parties in the areas of
foreign trade, agriculture, industry, fiscal and monetary matters, foreign exchange
and capital, services, customs, transport and communications and any other areas
that may be agreed upon, in order to ensure proper competition between the States
Parties, the commitment by States Parties to harmonize their legislation in the
relevant areas in order to strengthen the integration process.'*!

3.4. Decision-making Mechanism of MERCOSUR

The decision-making process of MERCOSUR was strictly intergovernmental
rather than being supranational. Due to the lack of an upper body to provide
legislative role, it was necessary to make legal arrangements at the national level by
member states’ governments which makes the structure vulnerable to the domestic
interests.'*2 In this regard, in a structure where binding arrangements are needed to
be ratified at the national level, relative enforcement gap occurs as a result of
differences of implementation between member states which undermines integration
processes.’*® Due to the fact that most of the legislation produced by MERCOSUR
institutions were treated as conventional international treaties, they had to be ratified
by the national parliaments in order to enter into force.}** As a result of this,
differences of practice emerged among the member states of the MERCOSUR which
raised doubts towards to credibility of the integration.
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Two of the common features of the three main bodies established with the
signing of the Treaty of Asuncion and Ouro Preto Protocol were that decisions were
taken unanimously, i.e. each member state had the right to veto and the
representatives were all national government officials which made MERCOSUR a
regional structure managed with national concerns rather than a supranational
institution. In this context, it was also acknowledged by writers such as Bouzas and
Goémez-Mera that local policies and concerns played an important role in the
decision-making processes of MERCOSUR. Gémez-Mera claims that besides the
effects of structural asymmetries and external hardships, domestic political dynamics
played a crucial role for the fate of MERCOSUR and reduced the eagerness for
cooperation.!* In her study “Power and Regionalism in Latin America”, she
analyzed the domestic policy constraints between to large states of the bloc,
Argentina and Brazil. In other words, the power play between Argentina and Brazil
affected the cooperation process of MERCOSUR while Paraguay and Uruguay
remained as the audience of such developments. Bouzas also conceptualized this as if
national authorities represent their states at regional level, it would harm competition
between member states and structurally disadvantaged states would be the least
beneficiaries of this relationship.4

In addition to the necessity of adopting decisions by unanimous vote and
existence of veto, the obligation of the ratification of a decision at the national level
created two-level approval mechanism which undermined the efficiency of the
cooperation. The fact that regional decisions were not subject to automatic national
transposition and only a small percent of these decisions were transposed create a
big problem in this regard.'*’ As a result of compliance gap among members states,

cooperation started to turn sour towards the end of the century. Especially the
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differences in levels of economic interdependence and eagerness to comply joint
decisions indicated the deterioration of the initiative.

3.5. Challenges of the Integration

Although the main objective of MERCOSUR was to establish a common
external tariff and become a single market in the long run, industries such as
automobile, sugar and computer products are exempted during this process.'#°

According to Gomez-Mera, domestic policies harmed the integration as a
result of actions of the societal groups and national policy makers.'®® Particularly,
the governments and societal pressure groups of Argentina and Brazil influenced the
integration process in this regard. The great crises experienced by MERCOSUR were
the result of these factors.'® Especially in the late 1990s, the internal problems of the

member states began to affect their perspectives on cooperation.

Gomez-Mera examined this situation within the framework of events such as
the automobile industry crisis, the footwear industry crisis and the common external
tariff crisis.’® For instance, Brazil’s Cardoso government unilaterally violated joint
decisions on the automobile industry in 1995 which was occured as a result of
pressures from Brazilian automobile sector and the personal perspectives of the
national policymakers.® In response to this violation of Brazil, Argentina's response
of setting up a quota for the sale of goods to Brazil was also a result of domestic
factors.’>* Also footwear industry crisis occured in 1999 caused as a result of the
increasing discontent of the industrial sector with the government's macroeconomic

policies.’™ According to Gomez-Mera, one of the most significant disputes between
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MERCOSUR countries was to determining a common external tarrif. In this regard,
a crisis occuted within the bloc when Argentina’s De la Rua government unilaterally
revised import tariff levels.™®® This decision was the result of macroeconomic
hardships which were experienced by Argentina during that period. The unilateral
decisions taken by Argentina and Brazil harmed the integration since they exposed
the arbitrariness of the compliance in MERCOSUR legislations. In addition to
reducing belief in integration, these steps have also led to significant conflicts among

member states.

Campos emphasizes the intergovernmental characteristics and state-led nature
of MERCOSUR and aggrees with Gomez-Mera in regards to significance of
domestic politics. In her study “From Success to Failure: Under What Conditions
Did Mercosur Integrate?”, she analyzed different theories about not only Eurocentric
regionalism such as Haas’ Neofunctionalism, Moravcsik’s Intergovernmentalism, but
also theories aimed to understan Third World Integration such as Malamud’s Inter-
presidentialism and Mattli’s demand and supply conditions.’®” In this regards,
MERCOSUR’s structure was analyzed in the sense of intergovenmentalism and
demand and supply conditions. Campos claims that Brazilian government’s
willingness to be a part of PICE and MERCOSUR was due to the fact that Brazilian
economy was in a crisis during that period.’™® In other words, while Brazil’s

economy flourished overtime its interest in cooperation has vanished.

Due to the aforementioned hardships, the integration of MERCOSUR
progressed quite slow. Even though there were inititatives at the begining of 2000s to
create a dialogue between members and re-establish MERCOSUR, they remained
stagnant.t®® Even though there were plans for creating harmonization in the sense of

political and economical discourses and regulations, no supra-national entity could
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be structured.!® In this context, MERCOSUR remained a strictly inter-governmetal
process, at the initiative of the leaders of the member states, rather than a
supranational organization with a power of sanction. However, the creation of such a
structure would have led to the renunciation of the autonomy of large economies and
forced them to pay more attention to the needs of small states.!®! Therefore, they

were not very enthusiastic about such a formation.
3.6 Conclusion

In this chapter, the foundation of MERCOSUR, the economic bloc in Latin
America, which is the main subject of the thesis, and its historical background have
been explained. The conjounture in which MERCOSUR has emerged, as a
consequence of the debt crisis in Latin America which occurred as a result of the
import substitution policies introduced in the 1950s. The excessive external
borrowing experienced by small states on the path of import substituting
industrialization created the result of states' inability to repay debts in the 1980s. In
the process of structuring these debts, a series of changes have started in Latin
American countries through structural adjustment programs which are mandated by
the Bretton Woods Institutions, the IMF and World Bank.

This period in which structural adjustment programs are implemented also
coincides with the globalization and neoliberalization which emerged as a new trend
with the end of the Cold War. Although the establishment of regional organizations
IS not a requirement in the articulation of neoliberalization and globalization, the
Latin American experience has been occured within the framework of regional
organizations. Latin America is already a region where too many regional initiatives
are established which are sometimes overlap with each other in the sense of their
aims and members. MERCOSUR appeared as the latest of these initiatives during
this period. Founded with Treaty of Asuncion, the organization has undergone
changes with new agreements over the years. This formation, which was loaded with

great expectations in its early years, began to fail to satisfy these prospects. In this
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context, the obstacles to the success of the organization have been tried to be
understood and it it argued that the structural differences between the member states
caused an asymmetric relationship within the framework of the bloc. The details of

this asymmetric relationship will be discussed in the following chapter.
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CHAPTER 4

ASYMMETRY AMONG MEMBER STATES OF MERCOSUR

Today, MERCOSUR, whose motivations and historical background of its
emergence had been described in the previous sections, constitutes the fourth largest
single market'®? and now consists of almost 265 millions®® of people living in an
area larger than that of the European Continent.’®* This also equals to an area four
times larger than the European Union, spanning almost thirteen million square
kilometers. In 2012, Venezuela became a full member, along with four founding
members, Brazil, Argentina, Uruguay and Paraguay. However, Venezuela's
membership was suspended in 2016 on the grounds that its antidemocratic policies
were incompatible with MERCOSUR principles.!®® In addition, Bolivia is in the
process of membership.t% With the presence of associate and observer countries as
well as member countries, MERCOSUR has the capacity toence large masses and
areas. Its trading activities forms a big portion of trade in South America, with Brazil
and Argentina being the largest counterparts.

As mentioned in previous chapters, MERCOSUR emerged in order to adopt a
common external tariff and pursue a common policy towards the outside of the bloc,
so to say the rest of the world. Especially during the establishment phase, the
organization was given great meaning and became the subject of great expectations.

On the other hand, there are differences of opinion among the academics and
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politicians about the motivations behind the establishment of the union and these will

be discussed in this section.

Contrary to the positive outlooks and hopes about MERCOSUR, the bloc has
been confronted with internal or external obstacles and the foreseen success has not
been achieved.'®” Although the bloc had certain success in its early stage, over time,
several incidents occurred in the opposite direction to the positive statements drawn
for MERCOSUR. In this chapter the obstacles of the integration will be argued. The
main argument here is that different agendas and asymmetric positions of the
member countries are the main obstacles of the bloc. Yet, small states of the bloc
were resigned to be a part of such a relationship in order to obtain smaller

advantages.

As previously stated, small states make use of policies such as creating a
balance or a bandwagon with them in order to survive in the interconnected
international structure. One of the most significant tools used by the small states to
efficiently implement these policies is to become a part of regional and international
organizations. Some of these organizations may even be founded by small states. On
the other hand, as mentioned in the previous chapters, there are consequences
of being small. The capacity of the small states is limited in terms of population;
they are also geographically small or in a disadvantageous location. The small states
are also lacking in terms of GDP and political power, which causes asymmetric
relationship within the framework of their economic and political cooperation with
their bigger and more powerful counterparts. This type of asymmetric relationship
may lead to a continuous disadvantage of small states in regional or international
cooperation initiatives. While some regional or international organizations aim to
provide solutions to these problems by implementing various economical and/or
political mechanisms and making structural arrangements in this direction, some
large states in a number of such organizations deem this situation to be favorable and
do not take any steps to solve the pradicament of the small states. However, small
states that cannot find any political and economical solution to their internal and/or

external problems other than becoming a part of these organizations may have to
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unwillingly consent to the continuation of this asymmetric relationship. In this
section, the asymmetric relationship between the states within the framework of
MERCOSUR, the causes of this asymmetric relationship, the problems arising from
this asymmetry in the organization, and the reasons for the small states to stay in this
organization despite these problems and disadvantages will be examined through the
simple fact that they are small states within the organization.

4.1. Asymmetric Relationships within the Bloc

It was argued that small states are more dependent on international
environment and more affected by the international politics when they are shaping
their own foreign policies. On the contrary, larger states are mostly act accordingly to
their domestic needs. Small and larger states have different needs, and therefore
pursue different agendas. In other words, when these countries assemble under one
roof, there is a difference between their reasons for coming together. As
MERCOSUR’s history demonstrates, domestic politics do matter the most in their
perspective. Every regional integration has its own obstacles, as a result of the truth
that particular nations would want to go towards its own benefit and safeguard their
own interests while the others are bound to put up with the consequences of these
one-sided policies in order to survive in the structure. This situation may lead to
inequalities between stronger and weaker partners. Some countries might face
increasing levels of unemployment or high inflation rates due to the free movement
of workers and commodities. Moreover, even big partners can have disputes with
each other. These disputes naturally have effects on all of the partners of the
organization but small states are more prone to being severely affected by these
disputes compared to the larger states within the organization. MERCOSUR served

as a model for such situations.

Members of MERCOSUR diverge from each other in the sense of their level of
economic development, population and size of their individual markets. Paraguay
and Uruguay are defined as small states in terms of qualitative and perceptual criteria
as well as quantitative criteria such as GDP and population. While Brazil accounts
for 70% of these criteria, those two smaller countries do not represent 5% of these

demographic quantities. Geographically, Brazil has 2/3 of the surface area of the
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whole organization and holds more than 3/4 of the population and the regional
product.®® There are also differences in organizational and political capacity as a
result of being a big state and a small state which cause different agendas and create
the lack of harmony within the bloc. In this section the asymmetric structure of
MERCOSUR will be examined in detail.

4.1.1. Comparing Member States
4.1.1.1. Quantitative Capacities: GDP, Size and Population

One of the most important points that differentiates MERCOSUR members is
their structural differences. These differences are in line with the quantitative criteria
used by some academics to define small states.

The most significant one is the geographical size. As mentioned earlier, there
is a size gap among the MERCOSUR member countries in terms of geographical
size. As it is the largest country in Latin America, Brazil is the largest country among
the Mercosur countries. Its geographical size is 8,515,770 km square'®® which is
more than half of the geographical size of MERCOSUR according to the
MERCOSUR data. 1’° Besides, Paraguay and Uruguay are small states of the bloc
with their geographical size of 406,752 square kilometers'’* and 176,215%"? square
kilometers. While geographical size can sometimes be a way of understanding a
country's capacity, it often does not mean much by itself. Therefore, it is necessary to
examine further points than the geographical size of the member states.
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Figure 1. Population. “World Development Indicators.” DataBank. Accessed August 1, 2019.

https://databank.worldbank.org/source/world-development-indicators.

On the other hand, the population can be indicative of the capacity of a
country. In terms of population, Brazil’s population quadruples the total of other
member states' populations. The large differences in population and geographical
size reveal how member countries differ in terms of two important means of
production, namely land and labor, and that one side is structurally more
advantageous than the other. This difference between production capacities directly

affects GDP, which is one of the most important indicators of being a small state.

According to the World Bank data, Brazil's GDP has followed a rising trend
within years and had a much higher production capacity than its counterparts.
Although there have been some increases in the Argentinian side over the years,
there has been no significant leap for Paraguay and Uruguay. Paraguay has the
second lowest GDP of the Latin American region yet Uruguay have slightly more
cheery state.
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Figure 2, GDP (Current S), “World Development Indicators.” DataBank. Accessed August 1, 2019.

https://databank.worldbank.org/source/world-development-indicators.

It is also clear that the differences in the capacity of the states have results in
their relations with each other. Smaller states, Uruguay and Paraguay, were only able
to specialize in the exports of raw materials and natural materials due to their
capacity. In addition, Brazil was an exporter of technology and heavy industrial
goods. Only Brazil could increase the diversity of production goods which further
fed the already existing structural asymmetry.”® The structural weaknesses of
Paraguay and Uruguay have led to the asymmetric relationship they have entered

with Brazil, and success has not been achieved.
4.1.1.2. Qualitative and Perceptive Capacities: Political Actions

The structural differences of the member states created a number of
differences in the development models of these countries which also created
differences in motivation and approach towards the bloc.!* Apart from the structural
problems, one of Mercosur's biggest problems is the differences in the views of the
member states towards the bloc. Especially after 1995, the willingness for integration
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and liberalization decreased due to the opportunistic behaviour of the bloc’s two big
actors, Brazil and Argentina. According to Gomez Mera, global obstacles worsened
the domestic ones and caused domestic disputes which led to the lack of intention to

cooperation.t”®

Especially in the first five years of the bloc, the share of the foreign trade of
the member states with each other was quite high in the overall foreign trade which
was an indicator of willingness to be a part of the bloc.1’® This trend began to change
towards the end of the 1990s, which continued in the early 2000, the period in which
member states violated regional agreements. Most of these violations came from
Argentina and Brazil. The unilateral changes made by the bloc's relatively large
countries undermined intra-bloc trade and attempted to disrupt the common external
tariff.1’” As a matter of course, all of these caused a number of disagreements
between the member countries. Brazil's reluctance against the bloc and demeanor
that favours its own interests as a state, in particular, had begun to offend the small
member states that were already structurally weak. At the same time, the view that
the existence of the bloc was in favor of Brazil had started to emerge. Particularly,
the thought of “Brazil is the main beneficiary of MERCOSUR” reduced the belief
and commitment of the small states to the bloc. Besides, Brazil's efforts to take place
in global markets rather than being a regional trader,'’® violation of its pledges to its
counterparts in MERCOSUR and brushoff taking solid steps for the future of the
bloc were among the indicators of the differences in motivation between the

countries.1”®

In other words, in addition to all the structural disadvantages, Brazil, which
positioned itself as the largest state and leader in the bloc, also pursued policies in

line with its own foreign and economic interests and the unilateral implementation of
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some of the decisions taken by the small states was one of the obstacles against
becoming a strong bloc.

4.1.2. Consequences of the Asymmetric Relationship between Member States

The motivation of the MERCOSUR, or the one which was used to promote
the idea of an integration, is to reduce the differences between the members of the
bloc in the sense of economic growth, market size and economic structure, yet it
failed in this regard. The goals and policies of the countries differed due to their
different economic capabilities and growth rates which caused lack of
macroeconomic cooperation and hindered the possibility of a successful integration.

The structural asymmetries within MERCOSUR led to the problem of
determining a common external tariff which is a very important and quite an old
issue within the MERCOSUR structure. Smaller sized countries within the bloc have
demanded lower tariffs for the capital goods due to the fact that these goods are used
as inputs for their developing industries. The motivation behind this demand is that
they are dependent on only a few industrial sectors since they do not have much of a
choice other than relying on certain industries while larger economies like Brazil is
able to possess a vast number of industrial sectors to support its economy. On the
other hand, the unilateral protectionist measures taken by Argentina and Brazil and
the high number of exception goods to the common external tariff undermined the

cooperation within the bloc.

Morevoer, instability of the region and larger states’s demeanors to them
harmed the conditions of competition between member states. There were several
breaking crisis points for MERCOSUR. The first one was the crisis in the automobile
sector in 1995 and the others were the devaluation of the Brazilian Real and footwear
crisis in 1999 and conflict over CET in 2001.18 The domestic crises experienced by
the relatively large states negatively affected the small states of MERCOSUR since
the increase of the importance of the domestic policy needs caused by the changes in
external and domestic economic conditions in the second half of the 1990s

temporarily harmed the support and willingnes for cooperation and integration. In
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addition to that, another type of asymmetry has developed in the sense of distribution
of the benefits of MERCOSUR which occured due to some countries not complying
to or having inconsistencies in complying with the common external tariffs.
Particularly, Brazil became the greatest beneficiary of the integration since its

exports inceased largely, while other members remained as importers.*8!

The future and potential of the integration remained questionable due to the
asymmetries among the member states. Member states could not fully appropriate
the benefits of an integration due to a hindrance caused by the difference among
them in the sense of level of development. Due to the aforementioned asymmetries,
trade disputes occured between member states which also harmed the potential of the
integration. Asymmetries in the regulation caused unfairness in the competition

within the region, countries and sectors to hamper progress in the integration process.

While Brazil has the capacity to be more competitive globally, Argentina
stays slightly behind. However, Uruguay and Paraguay have the most
disadvantageous position in this comparison. One of the biggest and most
problematic consequences of asymmetry among member states is that Brazil sees
itself as a global trader instead of equal counterparty in such relationships with other
member states.'®2 Due to this fact, Brazil saw MERCOSUR as a means to increase its
global competitiveness in accordance with its long-term plans and, at the same time,
a tool that could be discarded. On the other hand, Uruguay and Paraguay, and in a
sense Argentina, pursued smaller and shorter-term goals.!8 Especially for Uruguay
and Paraguay, the main motivation was to reach the Brazilian market within the
framework of MERCOSUR; due to the fact that their economies are heavily
dependent on the markets in the region. The idea of opening up to foreign markets
could only remain secondary since their capacities of production were not able to

make out.

The deepening of MERCOSUR s also one of the issues that has become a

problem among the parties. As seen in the example of the European Union, regional
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integration initiatives tend to expand and deepen over time. Enlargement may be
possible with the addition of new countries and the introduction of new markets.
However, the real complexity is deepening rather than expansion, due to the fact that
it creates more dependency between member states. In particular, it can become an
option that the members may not prefer, since it eliminates the flexibility in decision-
making processes and harms the policy autonomy of member states. In this context,
the idea of deepening may not be very attractive, especially for Brazil, which is
suspected of using the bloc for its own political and economic goals. As stated in the
Chapter I11I; in case deepening becomes reality, Brazil and Argentina will have to
adapt their policies to structural asymmetries in the account of the disadvantages of

the small states of the bloc.18

The interesting part here is the question of why the small states of this bloc
have chosen to be a part of this bloc despite this asymmetric relationship, and why
they continue to do so. This question constitutes the main subject of this thesis. In
this section, the motivation behind MERCOSUR is going to be argued and the
reasons why small states were and still are willing to become a part of this

asymmetric relationship.
4.2. Motivation behind MERCOSUR

As a result of their different capacities, MERCOSUR countries had different
expectations and agendas as they were stepping into this cooperation. As stated
above, the “so-called” motivation behind MERCOSUR was constituting great
cooperation between the member states. Their individual motivations in this process
were also interpreted in different ways by different scholars. According to some
literature, it is interpreted as a response to the challenges deriving from the
accelerated interdependence within the region. Other academics consider this process
to be a counter initiative which is constituted by weaker states in order to challenge
the dominance of the great powers and seek to create balance within the
organization. There are also some approaches pointing out to the relation between

regionalization and globalization and emphasize that this process is a defensive
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response to the pressures, while some others interpret it as an articulation to the

global economy.

4.2.1. MERCOSUR As an Instrument of Brazilian Sub-imperialism

In order to understand MERCOSUR as a Brazilian sub-imperialist project, it
is essential to analyze what sub-imperialism means. Mauro Marini’s
conceptualization defines sub-imperialism as “the form which dependent capital
assumes upon reaching the state of monopolies and finance capital”’® Sub-
imperialism is a concept which showed up in the 1960s, especially during the
military regimes in the region. According to Marini, Brazil had gained some sort of
an economic and political dominance and power in the region even though it has
some limitations which were rooted in the greater dominance of the United States.
Sub-imperialism refers to “the stage of monopolies and finance capital in the
dependent capitalism of the periphery countries.” That is to say, it creates some core
and periphery connection within a close-connected region. This status could only be
possible in the Third World with the presence of political independence and in the
case of Brazil, it became feasible after the military dominance. The role of the center
had been taken over by Brazil and this led to the spreading of an imperialist
expansion in the region. According to Da Motta Veiga, Brazil’s one of the reasons to
be interested in the projects of MERCOSUR was the idea and vision of regional
power and autonomous development.!® Gomez-Mera claims that Brazil’s stance
towards MERCOSUR indicates that Brazilian governments view MERCOSUR as a

tool for consolidatin its position as regional leader and global player.'8’

As a result of this stance of Brazil as a sub-imperialist power, some
approaches came up with the idea that the MERCOSUR is a Brazilian sub-
imperialist project with a claim that neither MERCOSUR nor another regional

integration initiative had managed to increase intra-regional trade and reduce the
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regional asymmetries.'® But they rather served the goals of the Brazilian sub-
imperialism. This point of view is successful in explaining Brazil's positions within
the bloc in a way. As mentioned in previous chapters, Brazil positions itself as a
global player rather than a regional one. Therefore, the attitudes and policies pursued
within the framework of MERCOSUR create the impression that it sees
MERCOSUR as a tool.

4.2.2. Protection against Global Capitalism

Some scholards claimed that regionalism is a defensive response to the
alterations which occurred as a result of globalization. If we address the real meaning
of globalization, we can observe that there is no clear and general definition to it.
Every approach reads globalization with its unique perspective and terminology.
Nevertheless, if it is tried to be generalized by pointing out the common points, a
conclusion could be reached. In accordance with the most actual definition,
globalization refers to the consistent growth of a world market which leads the
spread of the national economies to the rest of the world. National economies
articulate to this growing market and economy becomes trans-nationalized. This
process becomes a fact whether the state accepts it from the heart or not. Growing
interdependence brings its own problems with itself. According to this approach, the
dissemination of neoliberalism and global interdependence produced regional
integration in order to halt economic pressures. As a result of the faulty sides of the
system of globalization, states went towards the regionalism initiatives. According to
Gomez-Mera MERCOSUR can be interpreted as a defensive response to the
hardships brought by asymmetric structure of the international system.®
Globalization brought some problems and pressures, moreover it was incapable of
solving some already existing problems. An increasing sense for regionalism started
growing in the world to make up for the weaknesses modern globalization has failed
to address and solve. Particulary, Argentina and Brazil are criticized in that sense
with a claim that only sole purpose of the MERCOSUR is proctecting Argentina and

Brazil from global menaces.

188 Fridell,. p, 130

189 Gomez-Mera, Power and Regionalism in Latin America, p. 7

57



That is to say, MERCOSUR had been established in order to solve the
problems which cannot be solved by the instruments of globalization and halt the
pressures which were caused by the globalization itself. The main motivation of the
partners while initiating MERCOSUR was to protect themselves from global
economic or political policies which may become harmful for them. Since this
approach is valid for Argentina and Brazil, it is mostly significant for the smaller

counterparts of the integration.
4.2.3. Articulation to Global Capitalism

The last approach that is going to be mentioned, emphasizes that the
regionalization initiatives can be seen as a part of the attempts of articulation to the
new global economic order. The member countries constituted a trading bloc in order
to cope with the advancement of technology and the increasing interdependence
states have upon one another. Yet, this time the factor behind the process is not
protection from the globalization, rather endeavors for using regionalization as a
stepping stone towards globalization. So, this approach believes that regionalism
enables states to make progress in cooperation and liberalization in ways that provide
a stepping-stone for global initiatives. When this approach is implemented to our
cause, the following result comes out: MERCOSUR. MERCOSUR had been initially

initiated by Brazil and Argentina in order to ease their way into the neoliberalism.%

Our main question was is that despite their disadvantageous state, why
Paraguay and Uruguay are still a part of MERCOSUR. According to theory, small
states have to cooperate with the big states in order to maintain their existence.
Initially, those two relatively small countries are dependent on regional and Brazilian
markets. Therefore the integration was a necessity in order to achieve greater
engagement with global economic activity. Their interest in a regionalist project has
been dictated by a set of geographical and geopolitical factors. Especially Uruguay
aimed to capitalize on the advantages of geography in order to establish the country
as the region’s hub in terms of infrastructure and transport. For the agro-industrial
sector in Uruguay, Argentina and Brazil represented both its principal export markets

and its principal competitors which meant that mechanisms to entrench cooperation
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were of pivotal importance.’® Paraguay’s integration was also based on economic
necessities, however it’s motivations were rather political than economic. These two

cases are going to be evaluated.
4.3. The story of Paraguay and Uruguay

With a cursory glance, Paraguay and Uruguay seem to be quite similar. They
both experienced military governments. Both are small states of the region and
positioned themselves as a buffer zone between Argentina and Brazil as a result of
their “small” condition. On the other hand, there are quite a few aspects in which
they are different from each other. Concordantly, these two small states of
MERCOSUR were sharing similar visions when they showed interest in
establishment of such entity,'® yet they also had different expectations as a

consequence of their certain distinct features.%

In general, both of the economies can be characterized by a large degree of
openness and a special dependence on a small number of large neighboring
economies. They needed to take an active part in regional and especially Brazilian
markets. It was already mentioned that that the establishment of MERCOSUR
occured in a process in which trade liberalization was encouraged and even forced by
certain international financial institutions such as IMF and the World Bank. In such
a conjuncture, small states have shown a desire to be involved in this formation,
which they think will open up markets for them and have positive effects on their
liberalization process. They believed that the disadvantages caused by their small
size would be overcome by gathering them under a common roof with the big states
of the region and they would be a stepping stone when they were entering into
international trade. MERCOSUR represented the best applicable way of achieving
greater engagement with global economic activity. *In this context, the factors of

articulation to global capitalism and protection from the potential dangers of global
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capitalism, which are among the motivations of MERCOSUR, are valid for the small
members of the bloc. Even though specialization may be beneficial, being a part of
an economic integration process as a small state carries the possibility of being
overly dependent on the more powerful counterparts. On the other hand, small states

do not have variable set of choices when they face such situations.

In this section, the specific economic and political situations of Paraguay and
Uruguay and their accession process to the MERCOSUR will be discussed. Then

their motivations will be discussed comparatively.
4.3.1. Paraguay

Paraguay is one of the two landlocked states in Latin America which is
placed between Argentina, Brazil and Bolivia. Its economic and foreign policy has
been shaped accordingly to its landlocked position. In addition to being a small state,
the need for the surrounding states to reach the outside markets created a special
situation for Paraguay.

Actually, Paraguay has been one of the few countries to base its economic
policy on an open economy. Contrary to general Latin American experience,
Paraguay attempted implementing import substitution policies only for a short
period, then abandoned it to support exports. Later on, it had become the source of
goods imported from foreign markets. Economic policies based on open economy,
i.e. low tariffs and stable exchange rate were the reasons for this role of Paraguay.®®
In order to maintain its trade relationships between neighbouring states and collect
the most benefit, it positioned itself as a buffer zone and tried to implement a balance
policy. Before the founding of MERCOSUR, Paraguay's economic policy was based
on using Argentina and Brazil against each other.1%® Establishment of such an entity

like MERCOSUR obliged Paraguay to create a new economic strategy.

195 Baer, Werner, and Birch, Melissa. "The international economic relations of a small country: the
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As opposed to the classic Latin American experience, Paraguay did not suffer
from the debt crisis like other Latin American countries. There was even growth in
the economy during the 1970s which was an era other states took on external debt in
order to promote their growth, and as a result entered into a debt crisis in the 1980s.
However, the emergence of some climatic challenges and the global fluctuations in
commodity prices in the 1980s pushed the Paraguayan economy into a 20-year

stagnation.t®’

In 1989, the rule of dictator General Alfredo Stronessner has ended which
resulted in dramatic changes in Paraguay. The era of transition to democracy
coincided with the end of the Cold War and governments were challenged by
changing global conjuncture. It was harder to establish a solid economic policy. As
mentioned, even before the establishment of MERCOSUR, Paraguay’s economy was
open and due to this fact its tariffs were lower compared to its counterparts in
MERCOSUR. Yet, Paraguay did not have the luxury to stay away from such entity.
As mentioned before, Paraguay's foreign and economic policy was based on
achieving maximum benefit by establishing a balance between Brazil and Argentina
and using the two countries against each other. Co-operation between Brazil and
Argentina meant that Paraguay should reshape these policies. On the other hand, it
posed a danger because Paraguay's participation in MERCOSUR would hinder the
existing open market situation. There were fears of concern that being a part of
MERCOSUR could cause Paraguay’s interests to be ignored alongside the large
counterparts, Brazil and Argentina. In the end, Paraguay was one of the signatories
of the Treaty of Asuncion with the motivation that the consequences of not
integrating into MERCOSUR would be greater.

Yet, the gap in growth between Paraguay and other member states widened
since 1991. In addition to the widening gap, production and trade have gradually
decreased, whereas the share of agriculture has increased. Brazilian automobile
industry's 1999 crisis and the arguments that Argentina insists on, have prevented
low tariffs from having a positive impact on Paraguay's economy. With the transition

from small scale agricultural production to large scale and mechanized agricultural
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production, the economy of Paraguay is now more dependent on agriculture than the
1990s.1%8 As a problem seen in most of the small states; being overly affected by
geographic and climatic inconveniences create vulnerability for countries whose

economy is highly dependent on agriculture, such as Paraguay.

For Paraguay, the greatest expectation regarding MERCOSUR was, of
course, the invigoration of foreign trade. As part of the bloc, Paraguay was planning
to become part of Argentina and Brazil's production processes, which also served to
the foreign markets. Thus, it could open Paraguay up to international markets; would
raise the Paraguyans’ incomes and therefore standard of living. This was due to the
economic openness of the country, indicating that the foreign trade is very important.
As previously mentioned, the economic model of Paraguay was mainly based on
agriculture. As a result of the country's dependence on agriculture, the main export
products of Paraguay are primary products.'®According to World Trade
Organization data, 70% of the Paraguayan imports are constituted of agricultural
products and the main destinations are Argentina and Brazil. Conclusively, a big
portion of Paraguay's imports are manufactured goods due to the fact that Paraguay
itself does not produce these goods. In this case, China and Brazil are the leading
import partners of Paraguay. Yet, most of these manufactured products are used
during the process of agricultural production which constitutes the main source of the
Paraguayan economy. In other words, imports are being made in order to enable

exports and a cycle has been created to do s0.2%°

MERCOSUR is a market for some goods produced by Paraguay. Especially,
with the existence of associated countries, MERCOSUR constitutes a great
opportunity. In addition to this opportunity, border trade have always had an
important place in Paraguayan economy. This is mainly due to its landlocked
position, meaning that Paraguay's exports have to pass through Brazil and Argentina
and use the ports of these countries so that they can be distributed within
MERCOSUR or across the globe. Even though, the intra-MERCOSUR trade seemed
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to be on the rise, most of them were consumer goods passing through Brazil to reach
global markets. In addition, technological goods imported from Asia in order to
be exported were also inflating the size of Paraguayan exports to Brazil, harming the

Paraguayan economy.

One of the most important problems of the small states was the lack of
capacity and the disadvantage of bargaining, making Paraguay's position within
MERCOSUR difficult. Paraguayan leaders’s incapability to represent their country’s
needs also nurtured the adverse situation of Paraguay. Paraguay's development

depended on foreign resources, so its integration into the global economy was vital.
4.3.2. Uruguay

Uruguay's situation was slightly different from Paraguay. Even though it was
one of the small states of MERCOSUR; Uruguay was ranked as second among

MERCOSUR states in terms of gross domestic product per capita.
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Figure 3, GDP per Capita (Current S), “World Development Indicators.” DataBank. Accessed August 1, 2019.

https://databank.worldbank.org/source/world-development-indicators.

Its location is coastal in opposition to landlocked position of Paraguay.
Particularly, the Uruguayan economy at the beginning of the 1990s can be

interpreted as a success story with its small and stable condition. It enjoyed great
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benefits of having an open economy in that period. Primary sector was the
cornerstone of economic activity. Yet, after the Great Depression, Uruguay started to
adopt a more protective approach as a result of global economic conditions.?’* On the
other hand, Uruguay’s story of import substitution based industrialization remained
relatively short-termed in contrast to the other Latin American countries. Its
economy was mostly depended on exporting traditional agricultural commodities
such as meat and wool which are more prone to global fluctuations in terms of price
and demand.?®? Due to the lack of investment from foreign countries, this economic
model collapsed and caused a crisis in Uruguay. To counter the crisis, policies were
proposed by the IMF in the 1960s to increase the production of less traditional
commodities, but the political situation in Uruguay was not ready for these policies

to be implemented.?%

The military rule which came to power in 1973 aimed to overcome stagnation
by implementing neoliberal policies. It was a period in which the local economy was
tried to be shaped according to the conditions of the outside world and imports were
encouraged. Economy began to show signs of recovery; GDP rose, exports
increased, foreign direct investments increased.?* Yet, they could not prevent the
debt crisis in the 1980s since the source of industrialization had become foreign debt
rather than foreign investment, which also damaged the political power of the
military government. After the collapse of the military government in 1985, Uruguay
started to take steps in the direction of re-democratization. The fact that
MERCOSUR defines itself as a framework where democratic governments converge
in order to realizing liberalization was one of the factors that attracted the bloc for
Uruguay since Uruguay was taking steps to liberalize its economy while taking steps

to re-democratization during this period.
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Especially for Uruguay, the idea of implementing neoliberal policies under
the roof of MERCOSUR was appealing. During the process of articulation to global
economy, the preservation of MERCOSUR's common tariffs would be beneficial for
a small state like Uruguay. 2% However, the common tariff had to be at a level that
would not adversely affect competition when opening up to foreign markets. In other
respects, Uruguay was seeking to get closer to the Argentine and Brazilian
economies. An Argentine-Brazilian cooperation initiative in which Uruguay could
not be involved did not fit its interests which aimed to move itself to an important
position in the field of construction and transportation by using its geographical
advantage by pronouncing itself as a gateway to South America. 2%

4.3.3. Overlapping Issues

As understood from the World Trade Organization data, the biggest trade
partners of the Paraguay and Uruguay are Argentina and Brazil which is a
consequence of being a small state neighbouring large counterparts. In a conjuncture
where Argentina and Brazil went to economic co-operation, Paraguay and Uruguay
were unlikely to remain outside of such entity. Paraguay and Uruguay expected a
course to be drawn in line with the capacities of the small countries of the union and
all member states to pursue policies in line with the common decisions. In this
context, Uruguay and Paraguay supported the institutionalization of MERCOSUR.
One of Mercosur's most important shortcomings was its lack of institutionalization.
With institutionalization, the big states in the bloc will be bound by the rules, they
will be equal in governance with the smaller states. Substantially, a strong
MERCOSUR would also be useful for Brazil, which tries to open itself to the outside
world since it would enhance its position in relation to the rest of the Americas,

Europe and the world.

On the other hand, MERCOSUR has helped open the doors of international
markets that small states like Paraguay and Uruguay could not open on their own. It
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has facilitated this process through extra-regional agreements, especially in the

process of articulating Latin American states to global capitalism.

4.4 Conclusion

This chapter tried to shed light on asymmetric structure of MERCOSUR and
its consequences. Firstly, structural asymmetric structure between the countries was
tried to be explained and the member countries were compared in terms of their
structural differences. For certain, structural differences would affect the relations
between the member states within the bloc. In this respect, it is tried to be
explained how structural differences affect the political and economic decisions of
each member and the distribution of intra-bloc trade. Brazil's advantageous position
and the resulting economic and political decisions, in contrast to the disadvantaged

position of the small states have been tried to be elaborated.

Thereafter, considering the asymmetry of the inter-country relationship, the
main motivations in the establishment of MERCOSUR were evaluated
comparatively. In this context, despite the fundamental differences and taking into
account that other factors may be effective at certain levels, it is concluded that all
member states use MERCOSUR as a mechanism of articulation to the outside world
in order to make themselves more advantageous in the most fundamental way, in the

face of the waves of globalization and neoliberalization that came with the 1990s.

The question of why small states prefer to be in this disadvantageous
relationship is tried to be answered within this framework. As a result of being a
small state, Paraguay and Uruguay are bound to certain sectors and their economies
are dependent on their neighbours markets. Therefore, the exclusion of such a
partnership may result in greater damages as they may result in the exclusion of the
common external tariff. In other words, Paraguay and Uruguay have agreed to enter
into a new asymmetric relationship as a result of the structural asymmetry created by

the fact that they are small states.
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CHAPTER V

CONCLUSION

The main concern of this study was to understand the reason behind the
articulation of Uruguay and Paraguay to MERCOSUR even though they have a
disadvantageous position within the bloc. In theoretical perspective, small states
generally tend to be part of regional and international cooperation initiatives to
protect themselves and their economy and to stand against the large powers due to
the fact that they suffer from the lack of capacities to protect themselves on their
own. In an economic point of view, small states were almost always dependent on
other countries. Based on this dependency, they had to rely on imports from the
international market for specific goods. The most prominent of the imported goods
was technology. Suffering long years under colonial rule, these small states received
all of their know-how from their mother country. After gaining their independence,
they started relying on imports to catch up with the ever-evolving technological
trends. There were attempts to break this dependency by restricting imports and
focusing the resources of the country for the creation of its own industry. Shielding
their own economy from outer influence and competition however usually caused
these industries to be less reformist and more monopolistic. Creating an import based

economy model however enabled great powers to influence the small states.

When it comes to MERCOSUR; in the 1980s, it is seen that the countries that
started to take new democratization steps after the collapse of military coup
governments and experienced a debt crisis as a result of import substitution policies.
As a result of the debt crisis, structural adaptation reforms imposed by the IMF and
World Bank had begun to be implemented. Today, the states are in some sense
obligated to cooperate and create integration initiatives in order to tackle new global
challenges. The era of globalization has compelled them to do so. This type of
regionalism does not just contain economic cooperation but also comprises social

and political issues. That is to say, it goes far beyond free trade and free trade and
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addresses multiple concerns as the world struggles to adapt to the transforming and
globalizing world. MERCOSUR is another example of this concept. The partners
came together in the sense of their geographical proximity, willingness to follow
similar policies and shared interests. Accordingly, agreements between the member
states were established to support liberalization and deregulation. The 1990s was also
an era of globalization and MERCOSUR intended to be a response to the challenges
presented by globalization. Being part of a bloc like MERCOSUR was particularly
protective for small states, especially when it was articulated into the globalization
process. In addition to achieving trade liberalization, MERCOSUR was aiming to

unite under a common market and currency in the long run.

On the other hand, the development of MERCOSUR did not go as expected.
MERCOSUR was aiming to clear away the structural asymmetries between member
states. Yet, besides the asymmetries could not be terminated with the persistence of
MERCOSUR, the asymmetries deeply influenced the internal dynamics of the bloc.
Still it is the most important obstacle for the Southern Cone economic integration.
MERCOSUR has established in order to bring an end to those asymmetries in the
Southern Cone. Nevertheless it could not address the problem and fix it. Therefore,
MERCOSUR worked for the benefit of two larger countries, Brazil and Argentina.
Actually Brazil used MERCOSUR to open itself globally and benefited most from it.
Uruguay and Paraguay, which were considered to be small states in every sense
when they were examined in quantitative, qualitative and perceptual terms, continued
to be in this formation despite being disadvantaged in intra-bloc trade. Their
disadvantaged situation is not only limited to intra-bloc trade, but also politically
they can be overlooked by their counterparties. Despite the claim that states in the
same region will have the same problems and therefore regional cooperation will be
very beneficial, it can be understood from this example that the cooperation created
by the states with different capacities will create an asymmetric relationship even if

they are located in the same region.

In other respects, small states of MERCOSUR, Paraguay and Uruguay, are
still part of this organization. Being in an entity which Brazil takes most of the
benefit seems contrary to their interests. Actually, the situation within the

MERCOSUR, of course, could be better for these two small states. However, the use
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of the bloc as a tool for their own interests by Brazil and Argentina rather than
answering the problems of the small states prevented this from happening. As a
matter of fact, Uruguay and Paraguay do not have the luxury of leaving the bloc. The
claims of the small state theory about their relations with their neighbors and their
position in regional organizations are relevant in this direction. In other words, small
states of MERCOSUR are part of this entity due to the fact that they cannot afford to
stay outside of it. In addition to the needs of their neighbors' markets for foreign
trade, being a member of MERCOSUR was one of the most important steps in
adapting to the changing world with globalization and protecting themselves from
the possible negative effects of globalization.

Real problem of MERCOSUR is that lack of supra-national structure rather
than the existence of MERCOSUR. Therefore, a macroeconomic and political
harmonization between the member states is not possible which creates lack of
solution for intra-bloc asymmetries. This situation leads to superficial relations

within the bloc which makes it necessary taking significant steps by member states.
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APPENDICES

A. TURKISH SUMMARY / TURKCE OZET

MERCOSUR’DA KUCUK DEVLETLER: ASIMETRIK BIR ILISKi

Uluslararasi Iliskiler disiplini uzunca bir siire boyunca devleti sistemin ana
aktorii olarak konumlandirmis olup 6zellikle de Soguk Savas’in ertesindeki doneme
kadar devletin bu anlamdaki hiikiimranlig1 devam etmistir. Her ne kadar giiniimiizde
sistemin ana aktoriiniin kim oldugu sorusuna farkli yanitlar veriliyor olsa da devlet
hala Uluslararas1 Iliskiler disiplini igin onemli bir fenomen olmaya devam
etmektedir. Ote yandan, disiplinin ortaya ¢ikisindan sonra uzunca bir siire boyunca
Uluslaras: Iligkiler disiplini biiyiik ve giiclii devletler ile daha ¢ok ilgilenmistir.
Biiyiik devletlere nazaran daha kii¢iik ve hatta zayif kalan devletler ise bu siiregte
akademik ¢alismalarin odagi olamamislardir. Kii¢lik devletlerin akademik anlamda
thmal edilmesine karsit olarak diinyadaki devletlerin biiyiikk bir kisminmi kiiciik
devletler olusturmaktadir. Ozellikle de 20. Yiizyilda ii¢ dalga (Birinci Diinya Savast,
Ikinci Diinya Savasi ve beraberinde getirdigi dekolonizasyon siireci, Soguk Savas’in

bitisi ve SSCB ve Yugoslavya’nin dagilis1) ile yeni kiiglik devletler dogmustur.

Annette Baker Fox’un “Kiigiik Devletlerin Giicii” adli ¢alis mas1 Kiiglik
Devlet caligmalar1 igin bir baslangi¢ noktas: teskil etmistir. Bu calismada, Ikinci
Diinya Savas1 sonrasinda kiiciik ve biiylik devletler arasindaki iligkiler, kiigiik
devletlerin biiyiik devletlerden gelen baskilara gosterdikleri diren¢ dogrultusunda
incelenmis olup, askeri anlamda zayif konumda olan kiiciik devletler i¢in diplomasiyi
kullanmanin ne kadar 6nemli oldugu vurgusu yapilmistir. Annette Baker Fox’un
caligmasini takiben kiigiik devlet caligmalarinin sayis1 da artmaya baglamistir.
1950ler ve 1960lardaki dekolonizasyon siirecinde yeni kii¢iik devletlerin ortaya ¢ikisi
bu devletlerin i¢inde bulunduklar1 zayifliklara ragmen biiylik devletler tarafindan
yonetilen uluslararas1 sistem igerisinde nasil varliklarmi siirdiirecekleri kaygisini
tasityan ¢alismalarin yapilmasina yol agmistir. Bu baglamda, farkli yazarlarca farkl

bakis agilar1 gelistirilmistir. Ornegin David Vital, kiigiik devletlerin aktif, pasif ve
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savunmaci politikalarla siirli bir politika setine sahip olduklarimi iddia ederken;
Robert Rothstein tarafsiz kalmanin kiigiik devletler i¢in bir opsiyon olmadigini,
ulusal giivenliklerini saglamak i¢in uluslararasi isbirliklerinin parcast olmalar

gerektigini savunmustur.

1980lerle beraber kiigiik devlet ¢alismalarina karsi bir tiir ilgisizlik ortaya
¢ikmis olup, devlet davranislarini anlama ve yorumlamada devletlerin biiylkligii-
kiiciikliigii tizerinden tartismalarin ne kadar gergekei ve uygulanabilir olduguna dair
siipheler ortaya ¢ikmustir. Ornegin, Peter Baehr Kiiciik Devletler iizerine yapilan bir
ka¢ caligmay1 inceleyerek kiiciik devletlerin tek bir davranis seti altinda

toplanamayacak kadar genis bir kategori teskil ettikleri iddiasinda bulunmustur.

Kiiciik devlet teorisine olan ilgi 1990larda artis gdstermistir. Bunun sebebi
Soguk Savas’in bitisi ile birlikte yeni kiiciik devletlerin dogusu ve buna paralel
olarak Avrupa Birligi’nin genisleme ve derinlesme siirecine girmesiyle bu kiigiik
devletlerin Avrupa Birligi’ne entegrasyon silirecine girmesidir. Bu yeni kiigiik
devletler uluslararas1 isbirlikleri cercevesinde daha aktif ve acik bir politika
izlemislerdir. Giliniimiizde kiiciik devletler Birlesmis Milletler’in ¢ogunlugunu

olusturmaktadir.

Kiiciik devlet teorilerinin en temel sorunu kiiciik devletin kesin ve net bir
taniminin yapilamamasi ve literatiiriin bu anlamda ortak bir karara varamamis
olmasidir. Sozliiksel olarak bakildiginda “Miktar, say1 ve giic bakimindan biiyiik
olmayan” olarak karsimiza ¢ikan kii¢iik tanimi literatiirde de ne oldugu degil, aksine
ne olmadig: iizerinden karsimiza ¢ikmaktadir. Ornegin Michael Handel Kiigiik
Devletleri “Biiyiik Gii¢ olamayan devletler” olarak tanimlamustir. Ozellikle de
Uluslararasi Iliskiler literatiirii tarafindan ihmal edildikleri donemde kiiciik devletler
seklinde ayr1 bir kategori olarak kabul edilmekten ziyade “Biiylik Devlet olmayan

diger devletler” olarak goriilmiislerdir.

Bir devleti neyin kiiciik yaptigina karar vermek oldukc¢a zordur. Kiigiik Devlet
calismalarini bu kadar tartismali hale getiren de Kii¢iik Devletlere somut bir tanimin
getirilememis olmasidir. Ozellikle de her yazarin kendini tanimini olusturmasi
literatiide boyle bir yoksunluga yol agmustir. Kiigiik devletlerin tanimlanmasinda

kullanilan kriterler ii¢ baslik altinda toplanabilir: niceliksel, niteliksel ve algisal.
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Niceliksel bakis agis1 gayri safi yurtici hasila, yiizolgiimii, niifus ve askeri gii¢
gibi Olgiilebilen oOzellikler iizerinden devletleri tanimlamaktadir. Bu baglamda,
devletleri siiflandirabilmek i¢in bu 6zelliklere yonelik bir tiir sinirin belirlenmesi
gerekliligi dogmustur. David Vital bu st gelismis ve gelismemis devletler icin
ayr1 bir sekilde ¢izmis; gelismis devletler i¢in en fazla 10-15 milyon niifusa sahip
olanlari, gelismemis devletlerde ise en fazla 20-30 milyon niifusa sahip olanlari
kiiciik devlet olarak adlandirmustir. Jean-Luc Vellut, GSYIH ve niifusu birlikte
kullanmis ancak “en fazla 50 milyon niifusa sahip devletler” gibi genis bir aralik
birakmigir. 10 milyon ve altinda niifusa sahip devletleri ise “Daha Kii¢lik Devletler”
olarak tanimlamistir. Annette Baker Fox, acik bir sekilde bir kii¢iik devlet tanimi
yapmasa da Tiirkiye ve Ispanya’y1 Kiiciik Devletkapsamina alarak diger yazarlarin
Kiiciik Devlet bakis acisindan bir nebze ayrilmistir. Buradan da anlasilacag: iizere,
niceliksel 6zelliler gibi kolayca Olciilebilen bir kriter setinde dahi yazarlar arasinda
biiyiik goriis farkliliklart mevcuttur. Ozellikle de iist limitin belirlenmesinde ortaya
cikan keyfiyet sonucu ortak bir tanim ortaya ¢ikmamistir. Ayrica bir devletin
kiiglikliiglinii sadece sayisal veriler dayandirmak her zaman saglikli sonuglar
vermemektedir, zira sayisal anlamda kiiciikliilk direkt olarak kapasite eksikligi ve

zay1flik gostergesi teskil etmemektedir.

Niteliksel kriter seti devletlerin dis diinyay:r etkileme becerileri ve dis
diinyadan gelen baskilara ve etkilere kars1 direnme konusundaki bagisikliklarini esas
almaktadir. Bu anlamda gii¢ olduk¢a vurgulanmistir. Goetschel, kii¢tikliigiin tanimini
milli giice baglamis ve kiiciik devletleri daha az giiclii devletler olarak adlandirmistir.
Michae Handel niceliksel kriterlerin tek basina yeterli olmayacaklari iddiasiyla
niteliksel kriterler ile birlikte kullanmis olup devletlerin kendilerini dis etmenlere
kars1 koruma ve gii¢ dengesini etkileme kapasiteleri gibi iki kriter ortaya sunmustur.
Bu baglamda Goetschel’in otonomi ve etkileme becerisi konseplerine oldukca
paraleldir. Ote yandan niteliksel kriterlerin gii¢ vurgusunun bir sonucu olarak giiciin
ne oldugu ve tanimlanmasina iliskin bir problem olusmustur. Goetschel giicii negatif
ve pozitif olmak tlizere ikiye ayirarak tamimlamustir. Pozitif gili¢ baskalarinin
davraniglarin1 kendi istedigi sekilde yonetebilme becerisi iken, negatif anlamda gii¢
baskalarimin kendi {izerinde niifuz saglamasina engel olma becerisi olarak

tanimlanmistir. Baska bir deyisle, glic anlaminda eksik kalan devletler kiigiik/zay1f
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devletler olarak tanimlanmuslardir. Ote yandan giiciin anlasilmasi ve tanimlanmasi
konusunda herhangi bir Ol¢lim mekanizmasinin kurulamamasit bu kriterin

giivenilirliginin sorgulanmasina yol agmustir.

Kiicliik devletlerin tanimlanmasinda algisal goriis ise perspektife Onem
atfederek kiigiikk devletlerin, “kiiclik” olabilmeleri icin diger devletlerce ve
kendilerince kiigiik olarak algilanmalar1 gerektigini ileri siirmiistiir. Rothstein bu
bakis acisini giiglii devletleri tehdit olarak gorme ve kendi kapasitelerine dayanarak
varolabileceklerine inanmama olarak agiklamistir. Keohane de buna benzer bir
yorum getirerek kendi baslarina kendi giivenliklerini saglayamayacaklarini diisiinen

devletler olarak yorumlamistir.

Kiiciik Devletlere dair literatiiriin biiyiik bir kism1 bu devletlerin zayifligina
ve kirllganligina vurgu yapimistir. Kiiclik Devlet olmanin birtakim avantajlar
olduguna dair karsit gortigler de bulunmaktadir genel kani zayifliklarin ve
dezavantajliligin daha biiyiik oldugu yoniindedir. Ozellikle de realist ve neorealist
bakis agilarina gore Kiigiik Devletler sistemin “objeleridir.” Kendi baslarina ayakta
kalma yetisinden yoksun olmanin yami sira biiyiik devletlerin etkilerine ve
baskilarina kars1 da oldukga agiktirlar. Bu nedenle de dis politikalarini uluslararasi

sistemin gereklilikleri dogrultusunda sekillendirme zorunluluklar1 bulunmaktadir.

Kiiciik devletlerin en biiylik 0Ozelliklerindne birisi ekonomik anlamdaki
kirilganliklaridir. Kiiglik olmalarmin bir sonucu olarak kaynaklar konusunda kit
konumdadirlar. Ozellikle yiiz dl¢iimii olarak kiiciikliik ve kimi kiigiik devletler icin
cografi anlamda diger dezavanjatlar (ada devleti olmak vb.) sonucu kendilerini idame
ettirecek kaynaklardan yoksundurlar. Bu sebeple sinirli kaynaklarla belli iiretim
mallarinda 6zellesmek durumundadirlar. Cogunlukla tek basina tiim ekonomiyi
yiiklenmekte yetersiz kalan tarim sektdriine bagimlidirlar. Temel mallarin biiyiik bir
kismui ithal edilmektedir bu da kiiclik devletlerin dis ticaret hadlerine biiyiik zarar
vermektedir. Kiiciik devletlerin  ekonomik anlamdaki bir bagka sorunu da i¢
pazarlarinin da kiiclik olmasidir. Sinirh sayida firmanin bulunmasi i¢ pazardaki
rekabeti de smurli hale getirmis, bu da teknolojik gelismelerin arkasinda bir itici
giicin olmasin1 engellemistir. Pazarin kiigiik olusu, bu devletleri dis pazarlara da
bagimli hale getirmistir. Hem birtakim hammadeler icin disar1 bagimlilik, hem de i¢

pazarin kii¢iikliigli nedeniyle dis pazarlara olan bagimlilik kiiciik devletleri dig
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diinyaya daha acgik hale getirmistir. Bunun dogal bir sonucu olarak dis ticaret
engelleri oldukga hafiftir ve giimriik tarifeleri distiktiir. Ancak bu durum dis
diinyadan gelebilecek ekonomik soklara karsi daha korunmasiz kalmalarina yol

agmaktadir.

Siyasi anlamda, Kii¢lik Devletlerin kaynak eksiklikleri istihbarat acig1 olarak
ortaya c¢ikmaktadir. Smirli miktardaki bilgi ile ytriitilen karar alma siirecleri
yoneticilerin subjektif kararlar almalarina yol a¢mustir. Bu anlamda kiiciik
devletlerde biirokratik etkiden ziyade liderlerin karar alma mekanizmalarinin igledigi
iddia edilebilmektedir. Askeri anlamda da kapasite eksikliginin sonuglari
goriilmektedir. Kendileri gilivenlik anlaminda koruyacak kapasitelerden yoksun
olduklari i¢in ve biiyiik devletlerle bu anlamda kars1 karsiya gelebilecek durumda
olmadiklart i¢in daha ¢ok baska devletlerin giivenlik alanlarinin i¢ine girme yoluna
gitmektedirler. Bagka bir deyisle, giivenliklerini saglamak i¢in otonomilerinden 6diin

vermektedirler.

Kiigtik devletlerin dis politikalar1 da kiigiikliikleri ve sinirli kapasitelerinin bir
sonucu olarak sekillenmektedir. Biliylik ve giicli devletlerce sekillendirilen
uluslararas: sistem i¢inde, dis politikalarin1 sistemin gereklilikleri dogrultusunda
belirlemeleri gerekmektedir. Bu baglamda, i¢ etmenlerden ziyade dis etmenler dig
politikalar1 {lizerinde daha ¢ok etkilidir. Varliklarini devam ettirme sorunu ile
mesguliyetleri dis politika se¢iminde oldukc¢a dar bir alan birakmaktadir. Bunun
yaninda, biiylik devletlere kiyasla daha az konu ve sorun ile ugras i¢indedirler. Bu da
daha az dikkat dagitici etmen yaratmakta ve belli konulari 6nceliklestirmelerini
kolaylagtirmaktadir. Di1s politikada izleyebilecekleri en dnemli iki politika: biiyiik
devletleri birbirlerine kars1 dengelemek veya giiglii devletlerin yaninda yer alarak
kendini giivence altina almaya ¢aligmaktir. Bu baglamda, Kii¢iik Devletler kiiresel ve
bolgesel isbirliklerine biiyilk énem gdstermektedirler. Ozellikle de Ikinci Diinya
Savas1 sonra bolgesel isbirliklerinin sayisi oldukg¢a artmis, Kiiciik Devletler de bu

yapilarin pargasi olmustur.

MERCOSUR da kuruldugu tarihte son 40 senedir devam eden bu
bolgesellesme trendinin bir pargasidir. Ozellikle de 1990larda neoliberal politikalarin
uygulanmaya baglanmasi ve bolgesel isbirligi projelerinin  kurulusu Latin

Amerika’da beraber yiirliyen bir slire¢ olmustur. Latin Amerika’da neoliberal
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politikalarin uygulanisinin kokleri 1950lerden bu yana devam eden ithal ikameci
politikalarda dayanmaktadir. ithal ikameci politikalar1 anlamak Latin Amerika’daki
ekonomik ve siyasi doniisiimii anlamak agisindan biiyiik 6nem arzetmektedir. Latin
Amerika tlkeleri kiiresel isbirligi boliisimiinde hammadde ve gida mallarinin
ihracatcist iken, sanayii mallarinin ise ithalat¢ict konumundadirlar. Adindan da
anlasilacag iki ithal ikameci endiistrilesme devletlerin kendi iiretim kapasitelerini
yaratarak ithal etmek yerine kendi iiretim kapasitelerini yaratmalari anlamina
gelmektedir. Ekonomilerinin tarim sektoriine ve hammadde ihracina dayanmasinin
bir sonucu olarak ihracat temelli biiylimenin uzun vadeli bir biiyliime saglayamacagi
inancina sahip olan Latin Amerika iilkelerine ithal ikamecilik fikri ¢ekici gelmeye
baglamistir. Ciinkii hammadde ve gida ihracinda herhangi bir sigrama yakalayarak
biiylik bir kalkinma hamlesi yaratilmasi miimkiin goériilmemektedir. Kalkinmay1
saglamasinin yaninda, ekonomik ozgiirliik yaratacagi diisiincesiyle ithal ikameci
politikalara yonelinmistir. Bu politikalar, korumaci politikalar1 ve hiikiimet
kontrollerini beraberinde getirmistir. Koruyucu dis tarifeler konularak, alt yapi
yatirimlart yapilarak ve kimi endiistriler desteklenerek kalkinma yoluna gidilmeye
calisilmistir. Ancak bu durum ekonomik gelismeyi yabanci yatirnmciya muhtag hale
getirmis ki bu da Latin Amerika’daki bor¢ krizine yol agmustir. Ithal ikameci
politikalar1 uygulayan devletlerde devletin hizmetleri saglamadaki roliiniin
biiylikliigii, borg krizi ile birlesince birtakim temel hizmetlerin saglanamasi sonucunu

dogurmustur.

Bor¢ krizi nedeniyle 1980ler Latin Amerika i¢in kayip on yil olarak
yasanmigtir. 1990lar ise diinya ve kapitalizm i¢in bir kirilma noktas1 teskil
etmektedir. Tiim diinya ¢apinda zorlu yillarak olarak goriilen 1970-1990 aras1 donem
sonucunda alternatif politikalara ihtiya¢ duyulmustur. ABD ve Ingiltere’de sag kanat
hiikiimetlerinin kazandig1 zaferle birlikte neoliberal politikalara dogru bir doniis
baslamistir. Korumaciliktan uzak ve pazar odakli bu politikalar Latin Amerika’da da
bor¢ krizinin ¢déziimlenmesi siirecinin bir pargasi olarak uygulanmaya baslanmistir.
Latin Amerika’nin borg¢larina ¢6ziim bulunmasi siirecinde IMF ve Diinyas1 Bankasi
tarafindan getirilen ¢oziim programi “Washington Uzlasis1”, Latin Amerika’daki

neoliberal doniisiimiin temellerini atmistir. Bu program, devletin roliini kisitlamis ve
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kemer sikma politikalarinin uygulanmasini sart kilmistir. Bunun dogal bir sonucu

olarak ekonomiler daha acik hale getirilmistir.

1990larin  beraberinde getirdigi bir diger konsept ise Kiiresellesmedir.
Kiiresellesme her ne kadar yeni bir konsept olmasa da Soguk Savasin bitisi,
SSCB’nin dagilis1 ve Dogu-Bati Almanya’nin birlesmesi gibi siyasi olaylar sonucu
1990larda pik noktasina ulasmistir. Devlet odakli politikalarin market odakli
politikalara doniistiigii bu siiregte, Kiiresellesme de devletin roliinii azaltan

etmenlerden birisi olmustur.

Latin Amerika tiim bu i¢inde bulundugu doniisiimlerin ortasinda oldukga
kirilgan bir konumda kalmistir. Bu baglamda bolgesel isbirlikleri kurularak bolge
devletlerinin birbirini desteklemesi hedeflenmistir. Bolgesellesme hem bdlge
devletlerini kiiresellesmenin negatif etkilerinden korumayi hedeflerken hem de
neoliberal politikalarin uygulanmasinda kolaylastirici bir etki yaratmasi amacini

tagimaktadir.

MERCOSUR boyle bir ortamda, Arjantina, Paraguay, Uruguay ve
Brezilya’dan olusan bir ticaret blogu olarak ortaya ¢ikmistir. Neoliberallesme bolge
devtlerini ekonomilerini birbirilerine a¢gmaya itmistir. MERCOSUR biinyesinde
yapilan anlagmalar ile {iye devletlerin liberallesme ve deregiilasyon siiregleri i¢in bir
tir destekleyici mekanizma kurulmustur. Kuruldugu ilk yillarda biiyiik basarilar
getirecegi diisliniilse de bu hedefe ulasilamamistir. Entegrasyon siirecinin oldukga
yavas kalmasi ve liye devletlerin zaman icerisinde birligi yiirtitmektedi isteksizligini
gosteren siyasi ve ekonomik aksiyonlarinin bir sonucu olarak birligin gelecegine dair

olan inang giderek azalmistir.

MERCOSR’un en biiyiik problemlerinden biri de liye iilkelerin arasindaki
yapisal asimetrik yapidir. Bu esitsizligi agmak gerekirse, blok icinde kiiciik
devletlerin bulunmasi ve biiyiik devletlerle aralarindaki yapisal fark, ayrica biiyiik
devletlerin onlara karsi olan tutumu, bolgedeki entegrasyonu zorlastiran baslica

sebeplerden biridir.

MERCOSUR’un 2019 itibariyla 4 {iiyesi bulunmaktadir. Venezuela 2012
yilinda tam iiye statiisiine kavusmus, ancak 2016 yilinda antidemoktratik politikalari

dolayisiyla iiyeligi askiya alinmistir. Bolivia ise tyelik siirecindedir. Gozlemci
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tyelerin de varhigiyla MERCOSUR olduk¢a biiyilk bir alanda faaliyet
gostermektedir. Biinyesinde yapilan ticaret Latin Amerika ticaretinin biiyiik bir

kismini olusturmaktadir.

Ortak dis tarife belirleyerek ve makroekonomik politikalart uyumlastirarak
isbirligini amaclayan MERCOSUR biinyesinde zaman igerisinde {iiye iilkeler
arasinda gorlis ayriliklar ve ticaret anlagmazliklari bas gostermistir. Kurulusunun ilk
yillarinda blok i¢i ticaret canlanmis olsa da ve bu anlamda biiyiik bir basar1 elde
edilmis olsa da zaman igerisinde Ozellikle Brezilya ve Arjantin tarafindan gelen

ihlaller sonucu isbirligi zarar gérmiistiir.

Kiiciik devlet teorisi ¢ergevesinde de bahsediligi gibi Kiigiik Devletler dis
politikalarin1 belirlerken uluslararas1 sistemin gerekliliklerine uyum saglamak
durumunda kalirken tam aksine biiyiik devletler kendi i¢ talepleri dogrultusunda
politikalar izleyebilmektedirler. MERCOSUR da bu gercekligin somut hallerinden
birisi olmustur. Breziya ve Arjantin’in tek tarafli olarak izledikleri politikalarin iiye
ilkeler aras1 gerginlige yol agmasinin yaninda iiye iilkeler arasinda halihazirda var

olan yapisal asimetrilerin etkilerini kétiilestirmistir.

MERCOSUR’un kurucusu olan Arjantin, Brezilya, Paraguay ve Uruguay
kendi aralarinda ekonomik gelismislik, niifus ve Pazar biiyiikligii a¢isindan biiyiik
farkliliklar tagimaktadirlar. Paraguay ve Uruguay daha Once bahsedilmis olan
niteliksel, niceliksel ve algisal kriterlere gore kiigiik devlet sayilirken, Brezilya
bolgesel isbirligi igerisinde biiyiikk devlet roliinii {stlenmektedir. Brezilya’nin
yuzolgiimii MERCOSUR’un toplam yiizol¢limiiniin yarisin1 olustururken, niifusu ise
diger iiye dilkelerin niifuslarin1 doérde katlamaktadir. Niifus ve yiizolglimiiniin
buradaki 6dnemi tiretim araglarindan ikisi olan toprak ve isgiicii anlaminda énemlidir,
clinkii liretim kapasitelerini dogrudan etkilemektedir. Diinya Bankas1 verilerine gore
Brezilya’nin GSYIH’s1 yillar igerisinde yiikselen bir trend izlerken ve bunu ufak
yiikselmelerle Arjantin takip ederken; Uruguay ve Paraguay cephesinde boyle bir
hareketlenme s6z konusu olmamistir. Bu cerceveden bakildiginda Paraguay ve

Uruguay niceliksel anlimda kiigiik devletlerdir.

Uye iilkelerin arasindaki kapasite farkliliklar birbirleriyle olan iliskilerinde de

kendini gdstermektedir. Uruguay ve Paraguay sadece hammadde ihracatinda
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Ozellesebilmislerdir. Brezilya ise teknoloji ve agir sanayi mallar1 ihrag edebilecek
kapasiteye sahiptir ve iiye iilkeler arasinda iiriin g¢esitliligini artirabilecek kapasitede
olan tek iilke olmasi iiye iilkeler arasinda halihazirda var olan yapisal asimetrileri

derinlestirmektedir.

Yapisal anlamda farkliliklar kalkinma modellerinde farkliliklar yaratmistir,
bu da iiye iilkeler arasinda motivasyon ve ¢ikar farkliliklarini dogurmustur. Ozellikle
1995’ten sonra entegrasyon ve liberallesme adimlari blogun iki biiyiik devleti
Arjantin ve Brezilya’nin opportunist ve tek tarafli davramislar1 sonucu sekteye
ugranmustir. Ozellikle blogun kurulusundan itibaren takip eden bes yilda oldukca
yiiksek olan blok igi ticaret, iiye {ilkelerin blogun bi pargasi olmak i¢in gosterdikleri
istekliligin bir yansimasiydi. Bu trend 1990larin sonuna dogru degismeye baslamistir
ve bu durum 2000lerin ilk yillarinda da devam etmistir. Ozellikle de Brezilya nin
kendi ¢ikarlarint daha 6ne koymasi diger iiyelerin birlige olan istekliliklerine ket
vurmugtur. Zira Brezilya kendisini blogun herhangi bir iiyesinden ziyade global bir
aktor olarak gormektedir ve MERCOSUR’a olan bakis1 diger devletlerce faydaci ve

cikarci olarak yorumlanmaktadir.

MERCOSUR’un kurulustaki temel amaglarindan birisi iiye Ttlkelerin
arasindaki farkliliklara ragmen makroekonomik politikalarda uyumu saglamak ve
buna bagli olarak farkliliklar1 da ortadan kaldirmak iken; yapisal asimetriler ortak bir
tarifenin belirlenmesine dahi imkan kilmamustir. Kiiglik devletler daha diisiik bir
ortak tarife talebinde bulunmaktadirlar, ciinkii gelismekte olan endiistrilerinde
kullanmak {tizere sermaye mali girdisine ihtiyaglar1 vardir. Ancak Arjantin ve
Brezilya tek tarafli olarak korumaci politikalar izlemekte ve isbirligini
baltalamaktadirlar. Bu duruma o6rnek olarak 1995 yilinda otomobil krizi, 1992
yilinda ayakkabi sektorii krizi ve 2001 yilinda ise ortak dis tarife krizi yasamistir. Bu
durumlardan en ¢ok zarar gorenler ise ekonomileri disardan gelen soklara karsi

oldukca kirilgan olan kiigiik devletler olmustr.

Bu tezin ana sorusu, MERCOSUR ig¢indeki kiigiik devletler olan Paraguay ve
Uruguay’in dezavantajli bi konumda olmalarina ragmen neden MERCOSUR’un bir
parcast olarak kalmak istemeleridir . Bu soru, MERCOSUR’un asimetrik yapisi ve
bahsedilen kiiciik devletlerin blok i¢indeki tutum ve tecriibeleri, kii¢iik devlet teorisi

cercevesinde irdelenerek cevaplandirilacaktir. Bu soruya kisaca bir cevap vermek
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gerekirse, Paraguay ve Uruguay ekonomik olarak c¢evrelerindeki {ilkelerin

pazarlarina bagli olduklarindan bu yapiya dahil olmak zorundadirlar.
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