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11 The EU and Brazil in a changing
world

Strategic partners or competitors?

Sebastian Santander

Introduction

Since the bipolar world came to an end, the European Union (EU) has been
seeking a global strategy on Latin America (LA). From the outset, Europe’s
strategy has been notable for its steady support for regional groups in LA, result-
ing in the development of interregional relations like those established with the
Southern Common Market (Mercosur), set up in 1991 by Argentina, Brazil,
I'araguay and Uruguay, and enlarged since 2012 to include Veneznela. Nonetheless,
aver the last few years, the EU has been looking to intensify individual relations
with states and to form links with so-called ‘emerging’ powers, with which it is
cager to sign ‘strategic’ partnerships. This strategy has an impact on the EU’s
relationship with LA. Indeed, the European Commission communication of
December 2005 proposes to encourage relations with countries that are viewed
a3 ‘key States’ in LA. In July 2007, this approach led to the ‘Strategic Partner-
ship® (SP) with Brazil and the development of a selective political dialogue with
that country. Yet this raises a specific question. After so many years trying to
develop regional bloc-to-bloc relations with Mercosur, why is the EU so inter-
ested in forging direct and regular relations with Brazil outside the interregional
channel? In an attempt to answer that question, this chapter aims, first, to place
the SP in context within the broader framework of the EU’s strategic diplomacy
towards LA. Second, it identifies the factors that drove the EU to change its LA
policy and set up a SP with Brazil. Third, it analyses the viability of this partner-
hip by assessing the question of the EU’s strategic importance for Brazil and

e question of the capacity of European and Brazilian actors to draw up a
tommon agenda and thus to work hand in hand on major international political
issues. The chapter also focuses on the effects of the Lisbon Treaty’s implemen-
lation on the diplomacy in this relationship.

From Mercosur to a selective relationship with Brazil

Since the earty 1990s, Mercosur’s regional integration had played a special role
in the relationship developed by the EU with the continent of LA as a result of
the political, economic and institutional expectations that Mercosur had created
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among the EU institutions as well as European business and media. From
December 1995, the date when the Union invited Mercosur to sign the frame-
work agreement on interregional cooperation, the parties set up regular and insti-
tutionalised contacts. They also launched a political dialogue to express any
views on which there is a convergence of opinion and interests in the inter-
national bodies and multilateral organisations, Last, they paved the way for
ambitious free-trade negotiations with a view to the eventual signing of a trade
agreement that would include issues and compromises that go beyond thosc
covered and included in the framework of the WTO,

The EU/Mercosur interregional framework had evolved into a forum, from
which the Union could talk to the South American group’s member states. An
inter-institutional structure, actively encouraged by the European Commission,
was st up. Through this structure, the two blocs® various bodies had developed
inter-ministerial, inter-diplomatic, inter-administrative and inter-parliamentarian
refations, plus relations between the bodies that represent both sides of ¢ivil
socicky — mainly entrepreneurs and unjons. The diatogues and negotialions
during these meetings were intended to encourage Mercosur members to engage
in regional dialogue, so that they could speak with one voice in international
talks. The Union, which had long seen Mercosur as a mirror image of its own
experience, hoped that a strengthening of South American regional cohesion
would enable the Union to consolidate its economic inlerests in the region, o
further export its model of integration and therefore to strengthen ils identity and
image as an international actor.

This approach aimed at strengthening and shaping regional integration poles
internationally in much the same way as Furope has done, with a view to signing
interregional agreements, EU bodies worked to legitimise this goal through inter-
national relations rhetoric that was marked by idealism. Starting in the early
1990s, the Union systematically promoted the European mode! to the rest of the
world. This model was presented as a project unconnected with hegemonic
ambitions and a project whose specificity lay not only in the “shared values ol
tiberty, democracy, respect for human rights, tolerance, gender equality, solid-
arity and nou-discrimination’ but also in the fact that European nations had
created a collective environment of “peace, stability and prosperity’ thanks 10
‘unique and innovative siructures that transcend traditional international co-
operation [of a purely inter-state kind]” (Council of the EUJ 2003: | ). According
to the Community approach, these seructures are founded on respect for common
law, negotiation and cooperation, and the peaceful resolution of conflicts. This
would make the European experience a genuine ‘quarry from which ideas lor
global governance can and should be drawn’ (EC 2000: 4),

As Earopean bodies saw it, the support for regional integration efforts in the
world and the institutionalisation of interregional relations could only have
posilive consequences for the international system. That is because regional and
interregional thinking were perceived as peaceful :mechanisms for managing anit
controlling intetnational affaivs. thus helping to tame and rmultilatceratise
international action of states.
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Since the end of the Cold War, the EU has presented this notion of global

governance as the best way to ensure a stable international order that respects
inlernational law. The idea is that this governance would be guided by a spirit of
cooperation, far removed from a world driven by power and reasons of state, To
romote this idealistic vision of international institutions and interdependence,
U decision-makers were encouraged to promote wherever possible relation-
ships with regional political bodies rather than with states. As a result, beginning
with the idea that regionalism is similar to multilateralism in the sense that both
- stem from negotiation, compromise and the rule of law, the Union worked hard
lo maintain its relations with the Brazilian state, mainly through political dia-

. Iogue, the institutions and the relations that it was developing with Mercosur.
- The EU wanted to strengthen and develop the experience gathered from South
American integration and to urge Mercosur to adopt a legal personality under
international law, which would allow it to develop external relations with coun-
iries or regional groups. This pressure was all the stronger because of the
urgency of preventing Washington’s proposed project for the Free Trade Area of
the Americas (FTAA) from undermining South America’s regionalisation
efforts, and therefore weakening Europe’s presence in the region as well as the
turopean concept of global governance. After the South American bloc was
‘piven a legal personality, the parties signed the EU/Mercosur interregional
“{ramework agreement of 1995. It was intended that the latter agreement would
ventually give rise to a political and economic interregional association, whose
oals included the reciprocal liberalisation of trade, promotion of the investment
rategy by business and strengthening political cooperation at international level
- by aligning their positions in international bodies.

During this period, from the early 1990s to late 2004, Europe’s decision-
niaking bodies strove to encourage Mercosur countries to adopt a supranational
kind of collective approach, designed to transcend the mere state-centric mind-

In the EU, belief in the benevolence of a liberal international order — where
political and economic security is achieved through a network of regional and
nultilateral institutional bodies — created fears about developing special relations
- with regional state powers, like Brazil’s. This was due to the EU’s fear of legiti-

“mising the development of a state-centric world, mainly based on the dynamics
ol the balance of power between major powers.

I'he Euro-Brazilian SP: a turning point in the EU’s strategic
diplomacy towards LA

However, changes would come, including the EU’s strategic diplomacy towards
A. At the EU’s initiative, and under the Portuguese presidency, a bilateral
meeting of heads of state and government was held on 4 July 2007 in Lishon,

piving rise to a ‘Strategic Partnership’ between the Union and Brazil. This Euro-
Prazilian summit was a first: it was an unprecedented event in the Community’s
trategy towards LA -

a strategy that had long focused on interregional relations
ruther than bilateral ones — aimed at engaging in a dialogue with and moving

483
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closer to Brasilia. The conclusion of this partnership was a response to the Euro-
pean Commission’s December 2005 communication. Keen to revitalise its rela-
tions with LA, the Commission called on Europe to grant more special treatment
to LA countries, which, like Brazil, it identified as ‘major players’ and having &
‘role in regional affairs’ (EC 2005: 7). Therefore, during the Lisbon bilateral H
summit, and foHlowing the proposal of the Commission (EC 2007a), the Euro-
pean authorities invited Brazil to institutionalise a bilateral political dialogue ¢
‘global, regional and bilateral issues of common strategic interest’ relatingto
trade, energy, maritime transport, the environment, security as well as culture
and education. To develop these bilateral relations, the Commission earmarked, -
for the 20072013 period, a sum of €61 million (EC 2007b: 27). i

Since 2008, this association has been defined more clearly and has been com-

plemented by a “joint action plan’ which emphasises strengthening Euro-

‘Brazilian relations through the setting up of annual meetings at the highest:.
political level, plus regular summits and ministerial meetings. These meeting;
should focus on ‘global challenges and crises that threaten the stability and sus
tainable development of societies and economies around the world’. The actiof
plan covers many letters of intent, which were summarised in the followingfive |
piliars: promotion of peace and comprehensive security through ‘effective
multilateralism; enhancing the Economic, Social and Environmental Partnershi
to promote sustainable development; a call for regional cooperation; promotion
of science, technology and innovation; and the promotion of people-to-peopl
and cultural exchanges (EEAS 2008). This joint action plan lasted for three yea
and was re-examined after the fifth EU-Brazil summit in October 2011, to cov
the next three~year period (2012-2014). The goals for this new plan are to ‘intro
duce a number of new areas to bilateral collaboration, including general Unite
Nations matters, drugs, tourism, space cooperation, disaster risk u&nﬁm&amn
and small and medium-sized enterprises’ (EEAS 2011a).

More than 30 sector dialogues have been established so far (EEAS 2013
large number of issues covered by the SP underlines that many European so
vices, particularly in the Commission, are interested in the relationship: D
Trade, Agriculture, Environment, Climate, Energy, R&D, Competition, Ent
prise and Industry, Regional Policy and others play a fundamental role
relations with Brazil. Hence the question: Who is respongible for the SP? Ev
it is not the driving force of the SP, the EEAS plays a ceniral coordinating role
in preparing both the political dialogue and annual presidential summits, an n
ensuring the global vision and the consistency of the SP. It also ensures that th
summit’s outcomes are enforced.

The SP has undeniably marked a turning point in European policy towardad
LA. This turning point happened before the signing of the Lisbon Treaty af
responded to the strategy paper of Solana (2003) and the EC communicatic
(2007a) that called for closer relations with ‘emerging countries’. In fact, it
the EC’s DG Relex that determined the SP’s global framework. Even though t
EEAS has been in charge of the political dialogue with Brazil since Decemb
2010, the SP’s framework has not undergone major political changes. In otl®




words, EU strategic diplomacy towards Brazil remains essentially the same. The
reference docurent for the EEAS is still the one published by the Commission
(see EC 2007a). Moreover, according to the European authorities, ‘The two
action plans adopted with Itamaraty [Brazilian Foreign Affairs Ministry] are
based on the EC’s document of 2007.”* The substance of the SP’s political dia-
logue has therefore not been modified with the creation of the EEAS.

Concerning the SP’s structure, a few changes have been introduced with the
Lisbon Treaty. When the EU~Brazil summit is held in Europe, it always takes
place in Brussels and no longer in the country holding the EU’s rotating presid-
ency. In the past, the EU was represented during those summits by the rotating
president and the president of the Commission, Today, the EU is represented
both by the permanent president of the European Council and the Commission’s
President. Last, it is now the EEAS delegation in Brasilia which represents the
EU’s interests in Brazil and no longer the Commission.

The drivers of change

The association with Brazil represents for the Union a shift away from its tradi-
tional idealistic position, which aims in particular to promote institutions and
multilateral cooperation in order to keep states’ power under control. Yet in
reality, the EU was back-tracking on its original approach: it now sought to work
with the emerging powers to promote cooperation at the regional, interregional
and multilateral levels. The change of course in the EU’s external strategy is
significant and can be explained by several factors.

A more realistic Enropean vision of Mercosur

First, Buropean decision-makers changed their view of LA regionalism. Among
the EU institutions and member states, doubts started to surface about the ability
of regional blocs, and in this case Mercosur, to become separate entities on the
international scene., This new thinking stemmed from Brussels® disappointment
with Mercosur. The South American project for regional integration was not
living up to Europe’s expectations. After existing for some two decades, Merco-
sur had failed fo set up a collective bargaining body, modelled on the European
Commission. Moreover, Mercosur had yet to finalise the free-trade area and
customs union. Last, it had not adopted common legislation in the fields that
were the subject of negotiations between the two regional groups — such as ser-
vices, investments or government procurement. .
Although it has not abandoned its project to-negotiate an interregional associ-
ation agreement with Mercosur, the EU believes that the establishment of a
regular communications channel with Brasilia would likely foster interregional
negotiation and thus facilitate the conclusion of the agreement between the EU
and Mercosur.? Yet this has still to happen, in spite of the six summits of heads
of state and governments as well as the many meetings held at ministerial and
senior official level between the EU and Brazil. So the European authorities

A8&S




186 S8 Samionder

changed their minds about a relationship that had been maintained with the
South American blo¢ for more than 20 years. :
This new approach aroused fears and confusion among the other members ¢ f
Mercosur; they worried that this partnership was a first step towards a bilateral
free-trade agreement between the EU and Brazil, at the expense of:
interregional association with Mercosur. This has reinforced the conviction
some states — like Paraguay and Uruguay — that they should go it alone and .
negotiate their own international agreements. |

Seeking recognition from emerging countries

The Union’s interest in maintaining direct and regular relations with Brazi
also motivated by a search for prestige, visibility and international recognit
among the global stage’s ‘new major players’. The EU’s decision-making bod
felt the need to respond to the gradual changes taking place in the world or
and the spreading of global power as a result of the rise of China, Russia’s DI
gressive return as a political power to the world stage and the way in which”
South Africa, India and Brazil were asserting themselves internationally. The
influence of Asia and emerging countries in the world’s economic order was.
growing at the expense of Western nations. Moreover, rankings of global eco-
nomies highlight how European countries are falling back just as the emerging
ones continue to rise. This explains the significance of Brazil. In 2011, Brazil.
became the world’s sixth-largest economic power, edging out the United
Kingdom. Over the last decade or so, Brazil has emerged as an increasingly.
influential actor on the global stage, economically and diplomatically. “Its
economy has grown stronger and become more diverse. Its companies have
merged and some now operate internationally,’ investing billions of euro abroad
and competing with companies in the industrialised world. Brazil recent}
became self-sufficient in oil, has increased the number of its trading partners,

a growing influence on global trade and has amassed currency reserves of mor
than €280 billion. Today the country has even become a donor to the IMF. Fur-
thermore, the funding sources of support programmes for developing countries
have grown so much in recent years (€3 billion) that Brazil has become one o
the world’s largest donors to poor countries (Santander 2012).

Brazil is not aftaid to make the most of all these advantages for political and.
strategic purposes. This situation has also given the country unprecedented inter-
national credibility, while attracting considerable numbers of foreign states and
economic operators. Its growing influence on the world stage also owes much to
the bold dynamism of the leaders in charge of Brazil’s external relations. In recent
years, Brazilian diplomacy has been active and broad-ranging, more so than at any
time in the past; this has given the country far greater international visibility, This
move can also be seen in the substantial increase of Brazilian diplomatic represen
tations (embassies and consulates) worldwide (from 155 in 2003 to 224 in2011}, a
strengthening of the country’s regional base and its relations with Northern powers,
the development of ‘South-South’ cooperation — with the emerging powers and
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developing countries, and in the country’s stronger presence in multilateral fora
(WTO) and/or ‘power clubs’ (IBSA,* BRICS, G20% and its influence in inter-
national talks (climate, trade, development aid, etc.).

Consequently, the signing of an SP with an emerging actor such as Brazil can
bring economic and trade advantages for European companies, Yet as we noted
carlier, it also enables the EU to develop international dialogue with emerging
powers on themes of importance for Burope — inchuding climate, trade and energy
— or themes linked to security. Furthermore, since Brazil has become an important
donor 1o poor countries and increased its presence in Affica, the EU is encouraging
primarily through the Commission and then through the EEAS triangular
cooperation (EU/Brazil/Africa). Dialogue and cooperation like this allow the EU to
reap the benefits in terms of international recognition and to demonstrate that it is
capable of adopting a stance on an increasingly diverse world stage. This is in line
with the EU’s wishes to project itself internationally as a ‘more credible actor and a
more influential partner’ (Solana 2003: 15; EC 2007b: 3.

Meeting the Chinese challenge in South America

A third reason for forging closer ties with Brazil, was that the EU noted the
threats posed by the rise of these new powers to its international presence. For
European business interests in LA are increasingly faced by competition, due to
the economic expansion of Asia’s emerging powers.

This is especially the case with China. Since 2004, it has continually invested
in infrastructure, transport and technology in South American countries, and is
fighting for a stake in the automotive sector or in public procurement. China is
also becoming a key client for raw materials (soya, sugar, oil, iron ore, wood)
and the leading supplier of the continent’s manufactured goods. Bilateral trade
has grown exponentially. Between 2006 and 201 1, it rose by 160 per cent, from
€54 to 145 billion. China’s impressive progress in the region has resulted in the
country becoming one of Brazil’s leading investors and trading partners. This
progress can also be seen in other countries across the region, such as Argentina,
Cuba, Chile, Costa Rica and Peru. Although Europe, as a regional bloc, remains
the leading investor in this continent (40 per cent) and the US holds second place
(17 per cent), China has leapt from twenty-ninth to third place, by virtue of its 9
per cent stake in the total investment in LA. China also has plans to double :mg
investment in LA, in the very short term (ECLAC 2011). ,

As China continues its expansionism in LA, trade between the EU and the
continent of LA is shrinking and European investment in the region has been
falling due to the impact of Burope’s economic crisis {Price 2012). The US is
still LA’s main trading partner. Yet forecasts from the United Nations Economic
Commission for Latin America and the Caribbean {ECLAC), about the effect o
Chinese expansion on the EU28’s interests on the continent of LA, suggest \&mm
Europe’s place will be usurped by 2015 (ECLAC 2010).

Moreover, to support and strengthen its presence on the continent, China has

- adopted a series of diplomatic initiatives. They include the launch of the China/LA




Forum, China/Mercosur dialogue, negotiations on free-trade areas with severa]
countries, the granting of aid and credit, making regular visits at the highest
political level and the adoption in 2008 of an T.A ‘white paper’ that identifiey
Chinese objectives for the continent. In Jime 2012, Chinese authorities also mads;
a proposal to Mercosur to negotiate a free-trade agreement. B
China’s presence on the continent is gradually starting to have a political
impact too. Apart from the economic and trade success that China has beg
enjoying in LA, the country has been granted market economy status by
growing number of countries — some of them large countries (Argentina, Brazi
Chile, Venezuela, Peru); this is a status that the EU and US still refuse to gran
to China, China has also achieved recognition of its ‘One-China’ policy.
By forging close links with Brazil, Brussels hopes not to be left behind, par+
ticularly as Brazil is clearly LA’s most important economic and trading partne
for Europe. In 2011, Brazil became the Union’s ninth-largest trade partmer an
accounts for one~third of Latin American trade with the EU. In addition, 52:pe
cent of foreign investment in Brazil is from Europe. This investment amounts to
some €80 billion, compared with €25 billion for China, and is mainly focused jn-
the tertiary sector (EC 2007b). By forging closer ties with Brazil, Eurcpe's stra:
tegic diplomacy also hopes to maintain the EU as the country’s leading inve
and trade partner, in response to the rise of China in Brazil. The EEAS is awaré.
that ‘World trade, economic and strategic competition is growing with the
increasing international weight of China, the proliferation of bilateral trade
agreements and the raising mega-trade blocs like the Transpacific Partnership.'
According to the EEAS, ‘In a fast changing world, strategic relations with Brazil
need to be maintained and reinforced.’ The EU’s strategic diplomacy sees Brazil e
as a lever to ‘rebalance the international weight of Asia and the US’.” The EEAS W
is also convinced that by forging close links with Brazil, “The EU will reach an
interregional agreement with Mercosur which will aliow it to counterbalance:
Chinese penetration in LA.’®

-

=

Joining forces with Brazil in response to LA radicalism

Ideological considerations also lay behind the EU’s labelling of Brazil as
power and the setting up of an SP with the country. The proposal for this*
clearly emerged as a result of the EU positioning itself in response to the change
seen in LA’s political landscape in recent years, These changes followed-the
continent’s ‘left turn’, which stemmed to varying degrees from a shared reje
tion of growing inequality, a new legitimacy for the state, a new plan for foreignt:
policy based on greater setf-reliance, a distancing from the international financial
bodies that promoted liberal monetary policy in the previous decade or a chal:
lenging of the traditional economic powers. ;

These changes resulted in strained relations between the continent and
major centres of economic power, including the EU. However, the nationali
content to be found in some of the economic policies followed by several gov:
ernments in LA also led to the emergence of significant political differences’
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between states on the continent, LA reindustrialisation policies and the reloca-
tion of production activities — for example, through the introduction of protec-
tionist measures or strategies aimed at regaining control of national energy
resources (gas, oil and/or hydroelectric) ~ created ideological divisions and only
exacetbated the power struggle among LA countries. These tensions clearly
hampered the building of any form of common identity or the projection of a
coherent regional geostrategic space. LA’s regional experience was evidently
stagnating and its political dialogue mechanisms were being weakened. All this
was largely due to the spread of different visions of integration, of distinct repre-
sentations of the international projection of regionalism and power struggles
between states in South America (Santander 2009),

The relative rivalry for sub-continental influence — which set Venezuela against
Brazil — is a notable example. In LA, the two countries promote different energy
sources: Veneznela backs oil, while Brazil promotes biofuels. They also have very
different visions of regional integration, even though Veneznela has taken on board
Brazil's project for a Union of South American Nations (UNASUR), created in
2008, and joined Mercosur in 2012, For over 20 years, Brazil has pursued a region-
alisation project guided by the principles of free trade and the market economy,
This project was conceived as a way of strengthening Brazil’s status as LA’s
leading industrial power, so as to turn the nation into the region’s undisputed leader
in the eyes of the world, and thus to help Brazil Join the small group of major
powers with a view to achieving the Brazilian dream of a multi-polar world. Not
surprisingly, Brazil has encouraged Venezuela to join UNASUR: and Mercosur.,
Thig is Brasilia’s attempt, to the extent possible, to control Caracas and have the
entire South American continent under its leadership.

Yet unlike Caracas, Brasilia has no intention of reviving the spirit of Bandung
or of rekindling any kind of anti-imperialist front. On the other hand, Venezuela
is using its petrodollars to co-opt governments that share a similar ideology to its
own to develop its Bolivarian Allignee Jor the Peoples of Our Americas
(ALBA), which is based on an exchange system that calls on a form of barter-
. ‘ . . [
ing and aid. This Chavez initiative, now adopted by the new Venezuelan pres-
deRt Nicolas Maduro — and shared by other LA governments ~ is notable for its
opposition to neo-liberal capitalism and for a willingness not to limit the state’s
regulatory action in economic affairs,

European authorities are waty of the rise of economic nationalism and political
radicalism in LA, as can be seen in various EU documents (see EC 2007a, 2007b).
By developing a SP with Brazil, the EU is taking a position on the ideological and
geopolitical changes happening in LA. Compared with the radicalism of Venezuela
and other states in the region (Bolivia, Ecuador, Nicaragua, etc.), Brazil is seen by
Brussels as a moderate and serious country. According to an EU document offer-
ing a strategy for relations between the EU and Brazil, Brazil has maintained
*balanced relations with the USA or the European Union’ (EC 2007b: $-9) and has
a ‘prudent and stable macroeconomic’ strategy that benefits foreign companies and
investors, It is alse considered a potential stabiliser, capable of tempering the potlit-
ical radicalism and economic nationalism fiourishing in LA.
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Viability of the strategic partnership

Brazil shows limited interest in the EU

Brazilian authorities are delighted that the EU has raised the status of the
country, as they are eager to win international approval. In Brasilia, Europe
initiative has also been interpreted as a form of approval, especially as Brazil ié
the first and one of the few countries in LA to be given this status of ‘Strateg
Pariner”.' As far as Brasilia is concerned, the EU is a major economic pow:
That said, Brazil sometimes struggles to understand the EU’s intentions. Brazjl-
ian authorities have for example noted that while the EU is developing an SP
with Brazil, some European countries (France, Sweden, Portugal, Spain and
Germany) are each developing their own SP with Brazil. This somewhat confi

ing Buropean approach inevitably affects the EU’s image in Brazil."! However; ,

Brazil has noted the changes introduced by the Lisbon Treaty: the Brazili
mission to the BU has a unit in charge of the SP and this unit works closely w
the one in charge of EU/Mercosur relations. Brazilian authorities have theref: )
shown some strategic and geopolitical interest in the EU. Indeed, while
observing the growing pace of Europe’s construction and seeing the EU take o
new roles the internationally, Brazil sees the EU as a developing power centr
capable of rebalancing global power.

In the post-Cold War world, Brazilian officials in charge of external act
clearly saw the US as the leading global power, However, they also realised
the end of the bipolar world was creating action spaces for players eager to exe
greater external influence and they realised that there were new opportunities fo
build a multi-polar world. The project to create a regional space — under Brazil's
_omamHme in South America was in line with this multi-polar strategic think-.
ing. Against that background, Brazilian authorities paid special attention to th
European regional project. They saw it as a rich pool of ideas for integration;

pool that could serve as inspiration, insofar as is possible, for regionalism in

South America. This praject was seen as preferable to NAFTA, which served as
a reference for the US in the bid to establish the FTAA. Washington’s intentions
were viewed by Brasilia as threats to its project for the regionalisation of So
America. At the same time, the rapprochement pursued by the EU with Mer¢
sur and the negotiations for an interregional association agreement were all se
as elements conducive to international recognition of the South American bl
and its consolidation. Brazil therefore quickly saw that relations with the EX
could serve as an important lever to balance the country’s relations with the US
and was an alternative to the FTAA project,
Notwithstanding the faiture in 2005 of the FTAA and the US’s relative disin-
terest in LA, there has been no change in Brazil’s visions and strategic concemns
—notably achieving a balanced entry on to the international scene and construct
ing an increasingly decentred world. Brazil has continued to forge ahead with
multi-directional diplomacy (see above) in order to keep on diversifying its part-
ners and to avoid where possible getting caught up in a web of relationships with
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just a few players. So as far as Brazilian authorities are concerned, relations with
the EU have remained relatively strategic,

This is especially true in the context of the rise of Asia in South America.
Although Brazil was not pushing for the SP initiative with the EU, it welcomed
the partnership with jnterest and went along with it, Moreover, this focus on
Brazi] allowed the country to raise its profile and achieve greater recognition as
an international player. The country was also able to continue diversifying its
foreign policy and to some extent to position itself as a counterweight in its rela-
tions with Asian powers. The expansionism of these powers in LA started to
worry Brazil. It had the same kind of fears when it saw the future of jts industrial
project threatened by the US and the FTAA.

Brazil has started to worty about relations with Asian countries. fts manufac-
tured goods are getting harder to export and to compete with those made in China,
India and other Asian tigers. The Brazilian economy increasingly depends on the
country’s raw materials to acournulate trade surpluses. Brazil’s political leaders and
top entrepreneurs worry especially about the way its relations are developing with
China, Economic relations with China increasingly resemble a North—South type
of trade scheme, and this has raised fears in Brazil of the risk of the ‘Dutch
disease’'? (Bresser-Pereira 2010). Brazil supplies the Chinese economy with oil,
coffee, sugar, tobacco, meat and soya beans; for its part, China invests tens of bil-
lions of dollars in the Brazilian economy to ensure a supply base for its natural
resources. Chinese investment concentrates mainly on energy sectors (54,7 per
cent), minerals (22.3 per cent), the steel industry (11.8 per cent), port operations
(3.4 per cent), electrical energy (3.3 per cent) and recently agribusiness (buying
land to grow soya beans for the Chinese market) (Crebec 2011). Chinese goods
exported to Brazil are also mainly manufactured (textiles, household appliances,
automotive equipment) and ate discounted, thanks to an wndervalued yuan. This
competition strongly affects Brazil’s industry and helps to shift Brazilian manufac-
tured goods away from their natural markets in LA, especially as the value of the
Brazilian real remains high. Moreover, even though China’s artival was initially
welcomed as an economic and commercial opportunity, Brazilian authorities today
do not want to be locked into too close a rejationship with the country.

In this context, relations with Europe take on a strategic dimension, notwith-
standing any differences between the two sides, especially in terms of agricul-
ture. Brazil is aware that private capital from Germany, Italy, the United
Kingdom and France, and later from Spain and Portugal, with the encourage-
ment of the European Investment Bauk (EIB), has contributed extensively to the
country’s industrialisation for more than 40 years (Gragas Rua 1999). Closer
cooperation wiih the EU is thus seen as a guaranteed way of sustaining and con-
solidating European investment in Brazilian industry and of further pursuing the
country’s technological development. Brazil has therefore hoped that this collab-
oration would lead to more technology transfer from Europe.'*

The EEAS is aware of the situation and believes that the difficulties now faced
by Brazil and its industry could play in favour of the SP. In other words, it ‘could.
help the EU to keep its position as leading investor and trade partner in Brazil>.
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Wealk convergence af views on key issues of international politics

The EU-Brazil relationship however also faces difficulties or serious lmitations. Mﬂ_
The main motivation. for the partnership was to set up a bilateral political dia- wi

logue and thus to enable the parties to ‘work[ing] together to take leadership and . int
exert responsibility on regional and global issues, and in multilateral fora’ thl
(EEAS 2011b). In other words, the relationship was chiefly envisaged as an bet
association for contributing to global governance. However, although the parties ._E
are working to create a common agenda, they have very different views on what .
needs to be done on a variety of different international issues at the heart of the EL

partnership.

These issues include climate change and solutions to it. For many vears, the .
EU has tried to play a key role on climate change. It actively contributes to
the preparation and monitoring of international discussions on it, and defines the
outline of multilateral commitments in the fight against global warming. It has
sought international support, especially from Brazil, to defend its position an
hoped that the SP would advance its position. However, as has been shown by
the various international negotiations on climate, Brazil stands more on the side
of those who, like other emerging countries (China, India, South Africa), defend -
the principle of ‘common but differentiated responsibility’'* (and therefore rejec
the European proposals).’ Indeed, Brazil is opposed to the EU proposals, which
involve adopting binding target figures to reduce greenhouse gases.

Another international issue where Brasilia and Brussels do not see eye to
eye, even though the Union presents it as an ‘area in which the EU and Brazil
are allies” (EEAS 2010), is solutions to the global economic crisis. To date,
the Union has tended to promote liberal monetary policies and austerity as a
way out of the crisis. Brazil however has called for a stimulus plan in favour
of growth. Its authorities believe that the drastic fiscal measures implemented:
in Europe will only result in more difficulties and stagnation. Like the other
emerging powers, Brazil fears that the European crisis will lead to a new
global financial and monetary crisis. Therefore, as these countries see the situ-
ation, recovery from the crisis cannot be envisaged without investment or’
boosting domestic demand. This taking of open positions was not well
received by the presidents of the European Council and the Commission.
They viewed the positions as attacks on Europe, as can be seen in the Fifth"
EU-Brazil Summit (Qctober 2011) or the G20 meeting in Los Cabos, Mexico
(June 2012).

Furthermore, the European crisis, which has damaged the EU’s credibility
and the economic influence of its member states in the world, also represents an
opportunity for the Brazilian authorities to call for a downward adjustment of the
power enjoyed by European member states in the decision-making process of
international institutions. The crisis has also harmed the EU’s image abroad —
particularly in Brazil, where the media often depict it as a ‘continent on the verge
of collapse’. This influences the behaviour of Brazilian officials, who are less
inclined to work closely with EU representatives on a daily basis."”




Trade is also a contentious issue. The SP and political dialogue were envis-
aged and presented as levers to unblock trade talks held directly with Mercosur
and under the WTO. That said, working with Brazil is no guarantee that talks
with Mercosur will be unblocked or that new momentum will be breathed into
interregional relations. There are still reasons for the incompatible positions of
the two with repard to trade — positions notably found in the negotiations
between the Union and Mercosur. Brazil, like the other Mercosur countries, is
defending offensive interests in agriculture. But the EU views Brazil’s agricul-
ture requirements as a threat to the subsidies that the EU gives to Eomcnﬂon and
export under the EU’s Common Agricultural Policy.

Of all the South American countries, Brazil also has the most defensive inter-
ests. So much so that Furopean negotiators have long considered Brazil to be the
toughest negotiating partner in this round of interregional trade talks (Klom
2003). Their viewpoint even takes into account the fact that other Mercosur
member countries, such as Argentina’s Kirchner/Ferndndez, are apparently less
willing than they were previously to open up to international trade competition,
ag they today pursue a policy of re-industrialising their economy. Brazil sees
European demands for liberalisation of investment, services and public procure-
ment as threats to its industrial policy project. The European negotiators’ pro-
posals on the protection of intellectual property rights are also seen as serious
problems by the Brazilian authorities. This situation echoes the one in the multi-
lateral negotiations at the WTO, The Brazilians and Europeans therefore have
fundamental differences of opinion, in both the interregional talks and talks on
trade multilateralism. So on these issues, the partnership between the EU and
Brazil is far from strategic.

Conclusions

The establishment of a direct and regular channel for relations with Brazil
reflects the EU’s determination to adapt its action to the changes seen over recent
years in the international system and in LA’s politics. The first decade of the
twenty-first century was chiefly marked by the growing power of the ‘emerging
countries’ and the shift in global power. By building ‘Strategic Partnerships’
with so-called ‘emerging powers’ (see also the chapters by Casier and Allen/
Smith in this volume), Prussels aims to create economic benefits for European
multinationals. Brussels also hopes to increase its visibility to be recognised as a
player on the world stage and to show that the EU can also operate in a state-
centred world.

The EU’s desire to develop an SP with Brazil predates the Lisbon Treaty. The
establishment of the EEAS has not significantly changed the development of
EU-Brazil relations. In terms of content, the Commission communication
“Towards an EU-Brazil Strategic Partnership’ of 2007 is still the document of
reference for the EEAS. So since the establishmnent of the latter, the EU strategic
diplomacy towards Brazil has not undergone major political changes. Just a
couple of arrangements have been made to European representation at the
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bilateral annual summits. Furthermore, the EEAS does not play a leading role
the SP, but it does try to coordinate the activities relating to this relationship. A
significant number of Eurapean services are also concerned by relations between
the EUJ and Brazil.

On the Brazilian side, the SP was welcomed with enthusiasm, since Brazil ]
accorded recognition as a key interlocutor in the relationship between the EES
and LA. The European initiative fulfils Brazil’s dream of achieving prestige, vis-
ibility and international recognition. Brazil also sees the partnership as a means.
of attracting European investment, which it needs to solve its problem of dein
dustrialisation. Last, the initiative also represents a way for Brasilia to further:
diversify its external relations beyond those with the US and China. _

However, this partnership also faces certain constraints. For EU-Brazil rela
tions are somewhat challenged by the contradictions arising from the sirategies
of the two sides and in particular thoge of the EU. While the latter developsian
SP with Brazil, its member states are also developing individual SPs with:the
country, This somewhat confusing European approach inevitably harms the
EU’s image in Brazil, which is already damaged by the fallout of the Eurozone
crisis. Another problem is a lack of coherence in the EU's strategic diploma
For more than 20 years, the EU has supported regionalism and interregional rels
tions with Metcosur. The EU’s selective bilateralism has raised doubts among .
Mercosur’s other members — even generating a centrifugal effect in regiona
integration, something the EU has always tried to avoid. This strategy seem
contradictory to the EUs traditional preference for interregional relationships:
Consequently, the EU and its interregional approach are losing credibility-in
terms of international regionalism. It also seems to have forgotten that it was the
EU model of integration that helped the Union over the last two decades to build
a sort of identity as an international player in other regional blocs and to heighten
its profile on the world stage. The thorny question now facing the EEAS is how
to ensure that the EU’s interregional strategy and its strategy towards risingss
powers are complementary rather than competitive.

Last, regarding a whole series of regional, interregional and global challenges;
the EU and Brazil, despite the current rhetoric, are far from being Strategic Part-
ners. For they have differences of opinion on trade talks, climate and the solu
tions required to tackle the global crisis. So the bilateral relationship is for the
EU and Brazil both an opportunity and a challenge. In some cases they are patl-
ners and act as such, while in others they are major competitors with one
another. :

Notes

! Taken from an interview with Mr Matteo Gorirato, EEAS, 18 September 2013,

2 Taken from an interview with Mr Matteo Gomirato, EEAS, 10 February 2012.

3 See Embraer (aircraft industry), Petrobras (eil), Oderbrecht (construction), Vale
{mines). .

4 Brazil, India, South Altica.

5 PBrazil, Russia, China, India, South Africa.
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role in
ship. A
ctween

6 A group of countrics made up
foster international cooperatiaon,

7 Taken from an interview with Mr Wiktor Stanfeckd, EEAS, 23 September 201 3,

8 Taken from an interview with Mr Matteo Gomirato, EEAS, 18 September 2013,

9 Antigua and Barbuda, Boljvia, Cuba, Dominica, Ecuador, Zmomam:m_. Salnt- L

of industrialised and cmerging countries, d Siped

Saint Vincent and the Grenadines, Venezuela,
10 Only Mexico would be granted this staius after Brazil had got it, N
1 Taken from an imerview with Luciano Mazza, Mission of Brazil fo the EU, Brussels

10 February 2012,
12 An economic pheno
of local industry.
13 Taken from an interview
Brazil, 8 November 2012

14 Taken from an interview with Mr Wiktor Stanjecki, EEAS, 23 September 2013, .

15 Taken from an interview with Mr Paulo Alves Neto, Foreign Affairs Miiistry, Hragil, .
7 November 2012, i

16 This principle recagnises both historical differences in the contributions of' deevalivp

and developing states in terms of global environmental problems and diffe

menon that links exploitation of natural resources and ihe degilne

with Mr Tiago Ribeiro dos Santos, Foreign Affairs Minist

17 According to European civil servants in Brasilia, the crisis in Europe hag monde i
harder now for them to reach the Brazilian government’s key decision-makers ur fo
make appointments with them, Taken from interviews with Piero Venturi und Miiriz
Chirullo, of the EEAS, in Brasilia, 5 November 2012, - . .
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