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2. Introduction

This working document is to be presented by Latindadd ahead of the symposium entitled Governance and Responsibility: proposals for human, solidarity-based development that will take place under the organization of the CCFD – Terre Solidaire in Paris from the 8th – 9th December 2011.

This document has three main objectives. Firstly, to show where Latindadd stands on issues surrounding regional financial integration; secondly, to try and bring to light relevant information that will allow us to promote and broaden the debate on this issue; and finally, to look at concrete initiatives which have been set up in the region regarding this issue.

In this sense, this document does not seek to try and cover all of the complexities of the debate surrounding integration (much has been written on this subject and our aim is not to analyse the subject in its entirety in this document), nor does it seek to put forward technical proposals. Instead, it aims to set out political guidelines that we consider must be followed to achieve regional integration in Latin America - guidelines which reflect upon and respond to analysis and political debate that has been carried out in Latin America on the current international crisis. 

3. Context


a. The international political situation 

The international financial crisis has had a much greater and prolonged impact than international decision-makers thought it would have when it first emerged. This is reflected in the financial and budgetary crises that are affecting the United States and many industrialized countries in Europe, countries with levels of debt which largely exceed those of developing countries and which have made their economies and their ability to repay these debts fragile. This has in turn left these countries exposed to speculative attacks in the markets.

Latin America is observing the measures being taken in Europe with some concern, as the latter is implementing austerity measures which southern (developing) countries have already experienced and which generally lead to recession – the consequences of which being a drop in consumption resulting in less tax revenues. These measures do not reduce debt or resolve financial problems but instead create difficulties for repaying debts, as well as keeping countries in recession and creating more social conflicts.
Furthermore, there is concern over the negative impact that a recession in developed countries could have on world demand, especially when it comes to trade and investment.
The G20 totally lacks the political will needed to effectively regulate the financial sector and, above all, the commodities market, which brings with it the additional problem of rises in food prices, a problem which affects countries that are net importers of these products.

Ultimately, this problem shows that the relationship between the global forces is changing and needs to be adapted. It is major emerging countries who have surpluses and who are maintaining the deficits in industrialized countries. This situation, however, does not appear to be sustainable in the long term. Reforming of the global monetary system will need to take place sooner or later, and even more so given that faith in the dollar is gradually dwindling at a global level and that the euro, with all of the problems is currently faces to survive, will not be able to position itself as the global currency of reference. In August China had already begun to sell off part of its dollar reserves – only a very small part when we consider the total level of its reserves, but nevertheless a percentage equivalent to that of Peru’s entire international reserves. Indeed, we could be witnessing the beginning of a trend – one that many economists are already talking about – by which countries get rid of their international dollar reserves before a significant devaluation renders them useless, which in turn would speed up the dollar devaluation process.   

The global situation appears complicated, with major possibilities that the decisions taken (or the lack of decisions taken) could deepen the crisis and prolong recession, which would affect less developed countries that had nothing to do with creating these crises in the first place. G20 countries have approved injections of capital aimed at increasing bank solvency, but they have not been able to agree on more far-reaching policies to reform the system as a whole. Ultimately, they are implementing measures which paint over the cracks without resolving the structural problems which caused the crisis.


b. The regional situation

In Latin America, the impact of the crisis has arrived mainly through three channels: trade, finance and remittances. Firstly, with the fall of some of the USA’s major banks, credit flows between banks as well as commercial credit flows needed for export purposes (credit cards, etc) have dried up. This has had an important impact not only on trade with the US and Europe but also trade between the countries in the region, as intraregional transactions are also made in dollars and via financial institutions in the US. Secondly, we have also seen a drop in demand from developed countries whose imports are decreasing. Finally, in many cases (especially in Central America and Ecuador) there has been a drop in remittances sent back by migrants.
The macroeconomic effects of the crisis, however, are being felt differently within the region depending on the country concerned. Mexico, for example, is much more closely linked to industrialized countries when it comes to trade, meaning that the crisis generated an abrupt slowdown in the country’s growth. 

The crisis, however, has had a much smaller impact on South America, due to two main factors. The first is due to its production model. At the start of the crisis we saw a slight dip in the price of commodities – the regions main products and exports – but the price rapidly rose again. Indeed, in many cases commodities act as a refuge in this period of uncertainty, firstly when it comes to minerals (gold, silver, copper etc) and then when it comes to all commodities in general. All of this helps to maintain prices and push them up further.

Secondly, during the neoliberal mania of the 90s, countries in the region saw themselves obliged to accumulate international reserves (whilst having to reduce social spending) and reduce the deficit of their public accounts. This meant that the region was less vulnerable in macroeconomic terms, and that countries could rely on their resources to implement anticyclic policies allowing them to compensate, to a certain extent, for the drop in demand from developed countries.
One thing that is also clear is that trade-related changes have also led to variations in the effects of the crisis throughout the region. The countries which have most diversified their export markets are those which have registered better results during the crisis. For many South American countries, for example, Europe and the US are no longer their main export markets, and Asia now plays an important role. Some countries which, for their part, have strengthened their intraregional markets, may also come out of the crisis more successfully – such as Central America, for example, which has only seen a 6.2% drop in exports
.

As the crisis drags on, however (and possibly sooner rather than later), we could witness a global recession that will affect demand from industrialized countries, which will in turn affect our exports and probably the price of commodities too. Furthermore, given that currently everything is done using dollars, the impact will hit intraregional trade in particular – a type of trade which has greater added value and which has the greatest impact on job creation in the region. 

It is for this reason that it is important to begin analyzing long term measures. The region’s international dollar reserves are extremely high and have given the region good room for manoeuvre when it comes to resolving exchange rate problems, but they are not so high when we compared to major capital flows in times of crisis (or even when compared to the reserves of countries like China). Furthermore, we cannot use them entirely as we please, that is to say purely to maintain industrialized countries’ deficits at a low cost. It must also be added that with the devaluation of the dollar regional savings are becoming worth less and less (as well as becoming less useful).
It is for this reason that we have to take advantage of this moment that is so ripe with dialogue and debate to generate different conditions for the creation of a regional financial system, one that allows us to promote the resources we have and to use these resources to generate better conditions for development.

4. Regional integration 

Integration, from a Latin American viewpoint, has up till now not allowed for the construction of a fairer, more solidarity-based economy for its inhabitants.  Although it has professed to make the most of economics of scale, comparative advantage and economic complimentarity in the region, in practise this has not always been fully achieved, as in many cases purely trade-related interests have taken priority over a vision of integration aimed at development. This is especially true when it comes to integration linked to WTO and Free Trade Agreements, which: 1) Do not consider the unequal levels of development between countries, 2) possess legislation with focuses on making profit and generating greater added value for companies without considering social aspects (employment, health etc), and 3) tend to support countries’ production models rather than encouraging industrial development. Worse still, they tend to encourage development that has a negative effect on the environment
.    
It is for this reason that when analyzing the impact of integration there is a tendency to do so looking at net macroeconomic yields (increase in exports, GDP growth etc) but without looking at its impact on development (social and environmental impacts, etc).

This why Latindadd’s analysis considers that regional integration should go further than just looking at trade. It is essential to foster integration which allows us to create an endogen and self-funding type of development, which generates autonomous economic and financial policies and which is not linked to a vision of development that has been imposed by outside forces. We need to create a kind of integration which is adapted to the Latin culture as well as its needs, its inhabitants and its geography. This type of integration needs to look at the region’s production model as well as what can be done with it and how it can be improved.  This is because it is not the same creating policies for developed countries, which have few social shortcomings, as it is creating policies for countries with huge social shortcomings and inequalities. We cannot extrapolate in these circumstances, not can we make cuts to public services when there are hardly any services to begin with. We cannot talk about tightening budgets when the state budget is barely big enough to make any investments at all. Financing continues to be the region’s main problem, yet not due to a lack of resources, however. This problem is actually due to the fact that there is no autonomy to allow finances to be managed as is seen fit, because external policies exists which prioritize paying out profits over the need for resources for social spending.

Regional financial integration should, amongst other things, be particularly focused on development and not on high, short term profitability; it should promote sectors considered as fundamental; it should make the most of economics of scale; it should use financial instruments more creatively so as to boost our resources without meaning a loss of liquidity or solvency; it should exist in harmony with the people and the environment through genuine democratic dialogue.

Today the challenge is to generalize the progress seen at a sub-regional level and to consolidate this progress across the region. To do this we need institutionalism which allows for the creation of autonomous policies based on another kind of development logic. Working in an integrated manner will allow the region to hold more relevance at an international level, which will make endogen development policies even more likely. Along the way, more fluid dialogue between the Andean Community of Nations, MERCOSUR (the Common Market of the South) and the Latin American Integration Association (ALADI) will be needed.

5. A proposal for financial integration

 The Network’s analysis considers that when opting for cooperative integration for development the integration benchmark should be closer to that of the European Union than that of the NAFTA. This is because in the EU we see more coordination, more cooperation and greater free mobility of both people and capital. In this sense, Latin American has already made some progress. With the MERCOSUR integration system, for example, we see south-south cooperation, and the governments involved try, to a certain extent, to coordinate their economic policies; there is free mobility of people and goods, etc. This regional integration requires political and financial institutions that maintain it, something which the Union of South American Nations (UNASUR) and its authorities (Councils, Working Groups etc) could provide the setting for.

In order to achieve this, Latindadd – in a similar way to other organizations and governments in the region – has promoted the Nueva Arquitectura Financiera Regional (the New Regional Financial Structure) based on three pillars that are similar those of the current international institutions but with different objectives and mechanisms
. 

· A development bank (like the World Bank) with investment standards different to the ones we currently see today (not investing in profitability but in development);

· A Stabilization Fund (an IMF) which values our international reserves and which envisages rapid capital flows without conditions in times of crisis;

· A regional currency which will allow for and facilitate an increase in trade based on the principle of complementarity without having to use a foreign currency.    

Furthermore, it is essential to add two complementary mechanisms to this financial structure: 

· A Financial Code of Conduct with regulates regional finance flows, so that speculation elsewhere in the world does not contaminate the region.

· A regional arbitral tribunal, which can settle regional disputes related to investment, debt and trade.
We believe that this should be the general institutional framework – however, as is evident, it will be how this framework is implemented that will determine whether these institutions effectively lead to development in the region or not. 

6. The state of dialogue within the region: A synthesis of proposals already put forward.

a) UNASUR

Although a period of crisis can be a catalyst for reviving dialogue related to integration (indeed, this has happened in Latin America before),we believe that this time there are  other factors which have converged to strengthen the process of regional integration that is being put in place:
· The emergence of a crisis that is external to the region and which does not place the countries of the region in a subordinate or dependent position - as has been the case with previous crises – but allows them rather to observe the crisis “from the outside looking in”, thus allowing them to suggest autonomous measures. 

· Evidence that neoliberal policies are not consistent.

· Socialist governments with the political will to push for regional integration.

· The start of emerging integration (from the South American Community of Nations and now UNASUR)  which has become highly dynamic and which has worked in parallel to mechanisms that have already existed for many years, such as the CAN, MERCOSUR or the ALADI.
· The political relevance of UNASUR in times of internal conflicts and conflicts between different countries in the region, which shows a higher level of togetherness between countries than was previously thought
. 

The UNASUR Constitutional Treaty was formally signed in May 2008, creating 3 main councils for dialogue (The Council of Heads of State and Government, the   Council of Foreign Affairs Ministers and the Council of Delegates). Since then 8 other councils have been created, each one with representation from each country’s ministries. There are also Working Groups on specific issues.

The Consejo Suramericano de Economía y Finanzas (South American Economic and Finance Council) or CSEF was conceived almost from the very beginning as part of the Financial Integration Group’s debate and it was officially set up in August 2011. 
This had a particularly critical relevance given the possibility at that time of The USA’s credit rating being downgraded and therefore a possible major impact on the region’s international dollar reserves. In response, during its first meeting the CSEF created 3 working groups to analyze different mechanisms which would allow the region to protect itself from this crisis. The first group was in charge of analyzing management and mobility of reserves; the second group studied potential options such as creating a Development Bank, a payment and credits system or a single regional currency; the third group analyzed intraregional trade. It was this institution, therefore, which laid out the politic guidelines for financial integration. The evidence of this is that the three groups were able to support the financial institutionalism put forward within the New Regional Financial Structure (NRFS) framework. 
b) Development banks

There is still no such institution as a development bank within UNASUR. As mentioned, however, the CESF’s second group is evaluating this option: “Countries party to the Banco del Sur (Southern Bank) Convention agree to speed up its launch, conscious of the need for this bank to have instruments at its disposal that guarantee long term financing. They urge the rest of UNASUR’s members to join this initiative, with the objective of strengthening the regional integration process as well as social cohesion and economic and financial sovereignty.”

Currently Latin America counts three institutions dedicated to financing development projects in the region: (1) The Banco Interamericano de Desarollo (the Interamerican Development Bank), which has its headquarters in Washington; (2) The Corporación Andina de Fomento (The Andean Development Corporation), which began life as a body that only concerned Andean countries but which has gone on to incorporate various other countries in the region and outside of it; and (3): the BNDES, the Development Bank of Brazil.  
Within these organizations, however, certain shortcomings have been exposed which mean that we must consider creating new ones.

- The types of projects funded. These organizations fund large-scale infrastructure projects. Although America has a lack of infrastructure that still needs to be addressed, the real impact of these types of financing still remains unclear in two areas. Firstly, are these projects satisfying real infrastructure needs or are they merely being steered towards sectors which are profitable and which do not consider the most urgent necessities (how many dams, for example, need to be built to improve human quality of life from a development perspective)?. Secondly, there are other sectors in the region which display significant shortcomings and which the development banks are not dealing with (health and food sovereignty, for example). These sectors are not profitable in market terms but they are sustainable and can have an important impact on people’s quality of life. 

- The impact of projects on tangible development factors. Large-scale infrastructure projects alone are not enough to stimulate communities’ development. Additional policies - which go hand in hand with these projects yet which have not necessarily been pre-planned – are also needed. Indeed, according to the Interamerican Development Bank (IDB) almost none of these projects have contemplated measuring their impact on development.  
- Development banks compete in sectors which are already covered by commercial banks. This means that they offer no alternative to credit channels which already exist – instead they simply add themselves to sectors which are already commercial (and profitable). At the very least development banks should offer better opportunities (thus increasing their coverage) when it comes to strengthening a strategic sector within a country, focusing on sectors which don’t have access to commercial banks yet which are priority sectors in the fight against poverty and inequality (SMEs, small-scale, productive activities, other vulnerable sectors etc). 
- Citizen participation. When development projects are created they do not always take into consideration the communities which are directly involved in them. 

These are some of the factors (among others) which the Development Banks that currently exist are not focusing on. With the financing of the economy also linked to development resources, it is becoming increasingly difficult for governments and multilateral bodies to truly monitor where their contributions are going - let alone knowing whether they are being directed towards priority sectors – and it has become even more difficult to measure whether they are having an impact on development or not. 

The Banco del Sur  

The Banco del Sur (the Southern Bank) was created in December 2007 in Argentina by the presidents of Argentina, Bolivia, Brazil, Ecuador, Paraguay, Uruguay and Venezuela, with the aim of being the bank of the countries of UNASUR, although not all of the countries were ready to sign up to the idea. 

To date the Banco del Sur has already been ratified by four countries in the region (Ecuador, Bolivia, Venezuela and Argentina), and with one more country it would become operational. 
The founding accord proposes, among other things: 

- To finance projects in key sectors of the economy aimed at improving competitiveness and technological and scientific development, providing added value and prioritizing use of the raw materials of member countries; financing projects in social sectors in order to reduce poverty and social exclusion; and financing projects which favour the South American integration process and which create and administer special funds for social solidarity and emergency responses to natural disasters, all of this via active, passive and service-related financial operations. 

- To be self-sustaining and self-governing in conformity with the professional criteria of financial efficiency. 

- To have equal representation for all countries of South America which form part of this initiative, as part of a democratically functioning system. 

Furthermore, in its Constitutive Convention it underlines that it will “finance state organisms as well as autonomous bodies, mixed businesses, private businesses, cooperatives, community-based and associative businesses (…). When evaluating each project the progress that said project generates with regards to achieving sovereignty over food, energy, health, natural resources and knowledge will be taken into account.” All of these elements convert this into an interesting tool for development, which can also have an anticyclic effect when it comes to fighting crises and possible recessions which may arrive.

In light of this, it is necessary to make sure that the implementation of the Banco del Sur’s tools takes into account the following: 
- Focusing effectively on projects related to sovereignty over food, energy, health and knowledge.

- Acting as a space for official dialogue that counts with widespread participation from the different sectors of the civil society. 

- Respecting democratic criteria according to which every country’s vote has the same value, thus making it difficult for any one country to hold greater influence over the Banco del Sur simply because it contributes more capital.

- Respecting environmental standards. 

- Having a tangible impact on development, the reduction of poverty and improvements to people’s quality of life. 

c) Reserve Funds

In a similar situation to that of the Banco del Sur, UNASUR has no specific organ that is the equivalent of a reserve fund aimed at countries that may have problems consolidating their accounts. This, however, is also an issue that has been raised by the CSEF’s first group. More specifically the group is evaluating the Latin American Reserve Fund (FLAR), as well as looking at the possibility of creating a Fondo de Reservas del Sur (a Southern Reserve Fund).

There are already initiatives in the region aimed at coordinating Central Banks as part of the FLAR framework, which also started out as an initiative only concerning Andean countries before spreading to other countries in the region. However, whether it is due to a lack of political will or a lack of effective tools, it has played an almost inexistent role in the region in recent years. Indeed, in practise it is serving as a low cost way of helping industrialized countries become more solvent. This means that investments are being made in financial instruments in developed countries and not in the region
, meaning that the credit needs of countries in the region are not being covered. It is for this reason that it is important to restructure this initiative or to create a new Reserve Fund. 
The Fondo de Reservas del Sur (the Southern Reserve Fund)

In contrast to the Banco del Sur, the Fondo de Reservas del Sur has still not been formally created by any country in the region, although Ecuador has put forward the proposal on certain occasions during meetings of UNASUR’s Financial Integration group, as well it being mentioned by some other government representatives. 

In order for the Fondo de Reservas del Sur to give a particularly adequate response to country’s financial needs, it should implement some preliminary requirements which will allow it to give more value to the region’s international reserves, instead of hanging onto currencies which are losing value and/or which do not yield significant economic returns, as well as not having a social impact. The aim, therefore, as has been signalled on several occasions, should be to create a financial safety net for the region, which will see part of its reserves freed up for development projects. 
Some of the elements in which Latindadd believes progress should be made are: 

- Emergency credit facilities which act as a buffer when faced with difficulties in stabilizing accounts and budgets (as is the case with Haiti, for example).
- The creation of a regional virtual stock market: Peru, Colombia and Chile have already tried to kick start this initiative. This would allow for regional investor’s resources to be used for regional projects, without them having to invest outside of America. 

- A link between the electronic payments systems of the UNASUR countries’ Central Banks, which would allow for the creation of mechanisms for coordinating and managing reserves. 

- The definition of common strategies aimed at managing reserves and regulating banking, stock market and capital account systems. 

- Coordinating macroeconomic policies. 

d) Currency
Once again it is the South American Economic and Finance Council (CSEF) of UNASUR which is debating this issue. It’s second group, lead by Venezuela and Uruguay, is proposing international payment alternatives so that use of the dollar will not be needed, especially to avoid problems when faced with a possible drop in credit.
In light of this, there are already several examples in the region which prove that there is interest in having less financial intermediation between countries.
1. The ALADI’s Reciprocal Payments and Credits Convention (el Convenio de pagos y crédito reciprocos), which has been in force for some years yet which has not been used much by the region’s countries. 

2. The Local Currency Payment System (El Sistema de pagos en Moneda Local), proposed by Argentina and Brazil following the credit crunch during the first phase of the crisis. 

3. The SUCRE Payment System, a currency proposed by the Bolivarian Alliance of the Americas (ALBA).
None of these mechanisms, however, is being significantly used for trade, due to both a lack of political will and a lack of full implementation (as is the case with the SUCRE). Furthermore, due to the varying exchange rates seen between the countries of the region (although in the majority of cases the disparities are not that great) and the fact that there is no macroeconomic political coordination within the region, distortions still exist which make it difficult for these mechanisms to be effective. 

It is necessary to have a stable reference price when it comes to foreign trade and it is also important to strengthen a South American stock market with a regional currency, as intraregional trade also plays a role in job creation, and social welfare. This is even more important when trade between our countries has a high added value. Trade is, without doubt, an important mechanism in achieving dynamic integration.      

Currency

To achieve greater integration of trade in the region, Latindadd advocates the following ideas: 

- To promote a currency, which could be the South American Peso, in order to facilitate transactions between two countries using local currency and to avoid transactions in dollars.

- In order to do this we will need better coordination when it comes to monetary stability and macroeconomics in general (which we also see as relevant for the Fondo del Sur). The current problems with the euro could help raise awareness on this necessity. Luckily, some steps are already being taken in the right direction (greater diversification of exports, increased intraregional trade etc).

- The currency transaction mechanism must be voluntary, so as not to complicate transactions with other regions. 

- A mechanism for national currency credit swaps between different countries’ central banks should be facilitated (something similar to Chiang Mai’s initiative). This, however, would depend upon achieving the level of interconnection previously analyzed. 

6. Additional proposals from social organizations

At Latindadd we believe that the region also needs other, more specific institutions and regulations to keep the process moving in the right direction. Although this is something which is not being discussed in official forums (although perhaps some countries are considering these options), debate at an international level has been requested by actors in both the civil society and the academic world. Ultimately, such debates can also be relevant at a regional level. 

e) Financial regulation

Financial flows at a regional level have increased in recent years (despite the economic crisis) for two main reasons. Firstly, there has been little aversion to risk on the part of investors, which has led them to seek investments that are less secure yet potentially more profitable that those in the developed world. Secondly, due to the price of commodities - which, as mentioned beforehand, are the main source of production and exports in Latin America - which has attracted investors to the sector. 

Capital flows have steadily increased due to speculation and the purchasing of securities, which has lead to major volatility that has caused various economic problems. One such problem can be seen in the impact on exchange rates, which has seen the value of the region’s currencies rise against the dollar and the euro, thus harming the exports sector and causing difficulties when it comes to industrialization efforts. Another problem is the affect on credit channels, with the sudden (and abundant) loss of much needed capital. 
In light of the current situation, we believe that a Financial Code of Conduct, that is to say regional financial regulation is needed, so that the sector in question can once again respond to the needs of the real economy, and so that it plays its role as an intermediary instead of dedicating its time to speculation. Latindadd believes that, among other things: 

- The speculative financial sector should be separated from sectors involving public goods and services, such as food, health, housing or pensions.   
- No obstacles should exist – neither explicitly nor implicitly – when it comes to implementing measures to control capital flows. 

- Financial transactions that may be considered as harmful to economies should be taxed. 

- A stability fund should be created in case of crisis. This fund could be linked to the Fondo del Sur and financed, to a certain extent, by the revenue generated from taxing financial transactions. 

- Clear limits should be set out regarding the functioning of banks and of any other financial institution, so as to moderate their role in the economy. Indeed, their survival should not be integral to the stability of the system as a whole. 
- Transparent rules for the financial sector, which allow full access to information, need to be implemented, thus making it difficult to speculate.

Although international and bilateral regulation does not, in many cases, explicitly prohibit the aforementioned measures, there is a major view towards financial openness which discourages countries from unilaterally implementing regulations. Because of this, Latin American governments have chosen not to put regulations in place, despite being able to implement them. We, however, believe that the time has come to safeguard regional interests by using the instruments that the international system provides us with and by creating new and creative tools. Ecuador has shown that the markets are not as easily frightened as many neoliberals think they are. Indeed, even when the country decided to suspend debt payments (a decision supported by the Public Credit Auditorium), the markets did not close the door on them, nor on Brazil or Chile when these countries put in place capital control measures to protect their exchange rates. 

Further still, taking joint measures will discourage speculation as it will not be able to spread from country to country to take advantage of the differing exchange rates. This will allow us, on the one hand, to palliate the negative affects of financial interconnectivity, and, on the other hand, to facilitate coordination of the macroeconomic policies necessary for achieving financial integration. 

f) Arbitral tribunals

An arbitral tribunal is needed to support a financial institutionalism made up of different criteria, above all because the possible capital flows that could take place to strengthen the proposed structures of the system could lead to conflicts of interest. It is necessary, therefore, to have measures in place that allow us to deal with these conflicts – measures that are different to those that have been employed up to now by other arbitral tribunals. More specifically, there is no arbitral tribunal for resolving problems regarding foreign sovereign debt, and the region’s trade and investment tribunals use out-dated criteria which respond to a totally different reality to the one that the region truly shows us.

- The social and environmental impacts of public policies are currently not taken into account. These issues are only evaluated when they have had a negative impact on a specific investment, without any regard being given to public concern. 
- The current tribunals do not duly respect the standard protocol that should exist (public debates based on jurisprudence, the right to appeal etc).

- These are tribunals that only states (or in some cases companies) can participate in, but in which no other affected party – for example, a community that has been negatively affected by the impacts of a certain investment project – can participate in.

It also necessary, therefore, to modify the standards that exist when resolving differences.

Within UNASUR there is already a group called the Controversy Resolution Group (Grupo de Solución de Controversias) which is evaluating these issues. It is important to follow the work of this group, so that it can incorporate, among other things, the following elements: 

- It should cover issues relating to trade, investment and foreign debt. All of these issues are related to financial transactions which should be analyzed using the same model, regardless of their particularities. 

- Public interests and rights should take priority over interests relating to profits. Respect of state sovereignty in defence of such public interest is therefore needed. Clauses relating to the most favoured nation must also be subordinate to these principles.    
- Access must be given to any stakeholder involved and/or affected by trade, investment or loan-related transactions. 
-  Trials need to have clear and transparent procedures, with national tribunals acting as the first port of call. Jurisprudence must be created. 
7. Future scenarios. 

In general, we consider that in order for these proposals to be viable two fundamental elements are needed: 

1. Political will for financial autonomy, something which has not been fully shown during previous efforts aimed at integration. Indeed, countries have always held positions which have produced few proposals. Countries have underestimated their own ability to come up with proposals, choosing instead to occupy positions that are subordinate to or in line with the hegemonic powers that be. 

2. Similar macroeconomic standards, and, in the absence of this, the will to make standards converge and then act in a coordinated manner. Currently, the majority of countries are working towards this - with the exception of Argentina and Venezuela perhaps, whose handling of exchange rates differs from the rest of the region. 

Why is Latindadd so focused on UNASUR if it is still yet to create any of the institutions that we have proposed? Because UNASUR is the first organization in some time to have shown the political will needed for concerted action (indeed we must remember its mediatory role during the coup d’etat in Ecuador and in the conflicts between Colombia and Venezuela etc), a will which goes beyond simply setting up periodic meetings which produce grandiose agreements but very few concrete results. The fact that the two key elements mentioned above can already be seen within UNASUR is a first step in the right direction, which could be strengthened through the actions of different productive and social sectors of the government. UNASUR is developing against the backdrop of a crisis and it is therefore the ideal space for strengthening dialogue regarding the financial system – dialogue which, previously, had run aground. 

The benefits, in terms of standards, that this type of integration (the type that we are proposing) can bring to countries are clear to see, from an orthodox point of view but even more so from a heterodox one. As stated before, these ideas are based on experiences that have already been debated in other regions; therefore some analysts will see them as nothing new. What is new, however, is the fact that this debate is taking place in the region at a time when Latin America has a certain level of economic margin. This is allowing the region to put forward endogen proposals whilst observing and critically analyzing experiences elsewhere, so as to avoid falling pray to problems that we have already seen in the past. Now is a moment to take advantage of, because the crisis may very possibly speed up this process, or, on the other hand, eliminate the possibility of discussing whether neoliberalism will provide us with another option due to the lack of an alternative proposal from the social sectors. 
Finally, it is important to come back to the idea that financial integration should complement real integration. No one sector within itself should be left to generate such extraordinary dividends for investors, because these will simply be false dividends based on speculation and the risk of collapse at any moment. 
There are many challenges that we currently face: (1) A reluctance to bring about real change in the international and regional financial systems; (2) An unrelenting neoliberalism kept alive through bilateral trade agreements or agreements like the Pacific Agreement (which only includes the most orthodox countries in the region), agreements which seek to continue supporting uncontrolled capital flow without any consideration being given to development and rights; (3) The limitations which still exist between the countries of the region when trying to gaining access to other regional markets, given the integration-related difficulties that exist. 
� Obtained from documentation by Óscar ugarteche. 


� With FTAs in particular, interregional integration has been favoured over intrarregional integration. According to Óscar Ugarteche, the NAFTA, for example, dismantled the internal productive apparatus of the two smaller economies and industrially strengthened the larger economy. There is neither harmonization nor the free mobility of people within this Free Trade Area. We may add that more than a system based on integration it is a system based on subordination, by which the larger economy has imposed itself on the smaller economies. 


� The proposals put forward do not stem from Latin American thinking. They are more reflections of experiences that we have viewed as successful in other regions (debates surrounding the euro and the financial integration policies employed by the European Union during its infancy, responses to the Asian crisis at the end of the last century such as the Chiang Mai initiative, amongst others).


� According to Óscar Ugarteche, “UNASUR” is a new space for regional conflict resolution given the OAS’s failure to resolve the situation in Honduras. Brazil has decided to play a leading role as a counterweight to the United States, a role that has been particularly notable in conflicts between Colombia and Venezuela and the attempts to destabilize the situation in Bolivia. The country did not, however, manage to achieve the restitution of the Honduran president, who was ousted through a military coup.     


� Declaration by the South American Economic and Finance Council.


� According to Pedro Paéz, Presdient of the Presidential Commission for the NAFR in Ecuador, the FLAR is often criticized for having criteria that are too complicated when it comes to making  money available to countries. As an example he presented the fact that a few years ago, in order to lend money to Ecuador, an IMF recommendation of the country’s economy was needed.  


� At this stage we do not think it is the moment to talk about a single country, and even less so a monetary union – as these are more complicated scenarios for which Latin America needs more stability and preliminary cooperation. 
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