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Joshua Malnight and Etel Solingen

 Mercosur’s Trajectory: Trade, Investments, and Institutions 

 Mercosur’s founding had an explicit economic purpose that would also serve the strategy of 
political leaders advancing open-economy models of political survival. When member presi-
dents signed the Treaty of Asunción, they assumed that it would expand domestic markets and 
“[secure] their countries a proper place in the international economy” (Alhadeff 1991, 1044). It 
was a stepping-stone to embed and enhance the integration of their economies into a global 
economy. 

 Because the Common Market’s purpose was to facilitate freer trade flows, the best (and com-
monly used) indicator of Mercosur’s integration performance is intraregional trade: imports plus 
exports as a percentage of Mercosur’s total trade. In its first decade, Mercosur facilitated impres-
sive increases in intraregional trade. While every founding member’s total trade increased, intra-
regional trade doubled from 11 percent of total trade in 1990 to an all-time high of 23 percent 
in 1999. The average annual growth rate of intra-Mercosur trade between 1981 and 1990 was 
5.3 percent, rising to an average 16.9 percent per year between 1991 and 2000.   Figure 19.1   
illustrates these trends. The solid black line represents all intra-Mercosur trade; the vertical line 
indicates Mercosur’s founding. Importantly, Mercosur’s creation preceded rising shares of intra-
regional trade.   

 Mercosur’s “decline” began after Brazil’s devaluation of the Real in 1999 and Argentina’s 
2000–2001 crisis and default (Baer, Cavalcanti, and Silva 2002; Bouzas 2003). Startlingly, 
intraregional trade nearly halved from about 23 percent of total trade in 1998 to 13.9 in 
2002. All members saw their intraregional trade decrease, particularly Paraguay and Uru-
guay, for whom intraregional trade comprised a larger share of total trade. The decline 
reversed since 2003. Intraregional trade grew 13 percent annually on average from 2001 to 
2010, 3.9 percent less than the previous decade. Intraregional trade as a percentage of total 
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  Figure 19.1  Intraregional Trade: Mercosur and Founding Members 
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  Figure 19.3  Mercosur Foreign Direct Investment (FDI) Stocks 

 Source: UNCTAD FDI data and author’s calculations. 
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  Figure 19.4  Inward Foreign Direct Investment (FDI) as a Percentage of Gross Domestic Product (GDP) 

 Source: UNCTADStat and author’s calculations. 
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