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Abstract

Brazil-European Union relations punch below their weight. Cooperation
takes place at three levels: relations with European Union (EU) member
states, Brazil's partnership with Brussels, and EU-MERCOSUR negotiations.
This multilevel governance contrasts with poor results: there is no free
trade agreement, development cooperation became irrelevant, and
international positions rarely converge. The article explores the reasons for
the underperformance by comparing foreign policy shifts in Brazil and the
EU, and analyzing multilevel governance in selected sectors of cooperation. It
is based on four assumptions: multilevel relations are uncoordinated, idealist
inter-regionalism doesn’t work, and crisis-driven, liberal realist foreign policies
in Brazil and the EU facilitate bilateralism.
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Introduction

ince 1960, when they established diplomatic contacts, Brazil
S and the European Union (EU) have steadily upgraded their
relations until the signature of a strategic partnership in 2007.
Today, Brazil-EU cooperation moves between liberal inter-
regionalism — based on two integrated blocs — as an obstacle,
and realist bilateralism, as an opportunity for progress. Multitier
cooperation includes EU-CELAC Summits (Comunidade de
Estados Latino-Americanos e Caribenhos) and EU-MERCOSUR
negotiations, but also the EU-Brazil partnership and special
relations with Spain and Portugal. The umbrella of the EU-Brazil
“Strategic Partnership” covers three competing institutional levels:
1) EU-MERCOSUR inter-regionalism, 2) cooperation between
Brazil and Brussels, and 3) bilateral Strategic Partnerships with

EU member states.
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Ten years after defining Brazil as a strategic partner of the EU, singled out by its regional power
and BRICS’ membership, relations lack clear results (Ferreira-Pereira 2016). A free trade agreement
remains lost in EU-MERCOSUR negotiations, and Brazil hasn’t even explored a bilateral deal with
Brussels; development cooperation isn’t relevant; and Brasilia’s international positions rarely converge
with those of the EU. The last exclusive bilateral summit (outside the EU-CELAC framework) took
place in February 2014. Following Putnam’s (1988) two-level-game (1988), weak Brazil-EU relations
are the consequences of severe domestic crisis that provoked foreign policy shifts.

Brazil’s deep political, moral, social, and economic crisis and its consequent global decline
(Cervo and Lessa 2014) undermine its credibility as an emerging power and a strategic partner
of the EU. The unpopular government of Michel Temer - who replaced Dilma Rousseff after her
impeachment on 31 August 2016 and managed, one year later, to escape from being investigated

1 _ will not solve the critical situation of the country. Organisation for Economic

of corruption
Co-operation and Development (OECD) Data confirm that recession reached -3.4% in 2016,
inflation rate rose 8%, unemployment rose to 11.8% and poverty rates increased. Large corruption
scandals of the Brazilian giants Petrobras and Odebrecht further undermined Brazil’s domestic
performance and international reputation. In foreign policy, under the conservative Temer
government, south-south relationships prioritized by the Partido dos Trabalhadores (PT) lost
weight, while traditional partners like the EU and even the United States under Trump rank,
again were high on Brazil’s external agenda focused on new economic partnerships.

The EU is not in a good shape either. Several terrorist attacks threaten the EU’s future as a
normative power by strengthening a protectionist security community, the victory of nationalists
in the popular referendum on the British membership in the EU in 2016, the refugee crisis, the
rise of right-wing political parties, and modest growth rates created additional problems for an
already paralyzed EU unable to advance towards a real economic and political Union. Similar to
Brazil, domestic priorities dominate the political agenda of the European Union, and there is little
room for an upgrading of foreign policy, despite the approval of the EU’s Global Strategy in June
2016 and the redefinition of its role in the world (Missiroli 2015). Gradual institutional progress
towards a united Europe speaking with one voice is counterbalanced by the rise of Euro-skepticism
and European disintegration (Berman 2012).

Since 1999, Brazil-EU relations have been determined by liberal inter-regionalism aimed at
“managing increasingly complex global interdependences” (Hinggi, 2000) and promoting blocs
of states. Although EU-MERCOSUR negotiations on an association agreement including free
trade are going nowhere, both partners maintain the bloc-to-bloc format assuming the costs of
a non-agreement. The EU wants to maintain its inter-regional foreign policy doctrine aimed at
promoting its integration process to the South. Brazil’s reluctance to drop out of MERCOSUR

and inter-regionalism has been motivated by the risk of a conflict with Argentina, its strategic

1 On 2 August 2017, at the House of Representatives, Michel Temer was supported by 263 against 172 deputies, who decided not to
allow investigations of corruptions against the President.
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partner in the region. However, the lack of a free trade agreement and the high number of strategic
partnerships with European countries® (Costa Vaz 2014) evidence a shift towards realist bilateralism
in EU-Brazil cooperation and a failure of North-South inter-regional governance as the result
of poor regional integration in Latin America (A. Malamud 2013) and the EU’s existential crisis
(European Commission and European External Action Service 2016).

Why do both partners prioritize “form over function”, if bilateralism is a more efficient formula
for advancing EU-Brazil relations? From a Brazilian perspective, bilateralism and a horizontal
dialogue with the EU represent the recognition of its regional and global leadership role, while
inter-regionalism rather suggests an uneven power balance between Brazil and the other four
MERCOSUR member states, Argentina, Paraguay, and Uruguay. Moreover, a free trade agreement
would be easier to negotiate separately from the rest of MERCOSUR and further up-grade Brazil
as a strategic partner of the EU. To single out Brazil by a special bilateral relationship is also an
advantage for the EU. First, because of Brazil’s leadership position in MERCOSUR, second as
a better formula for trade negotiations, and, third, because of its global upgrading and role in
the powerful BRICS group. From this perspective, it is highly irrational that EU-MERCOSUR
negotiations haven’t been replaced by a Brussels-Brasilia format and closer bilateral cooperation
on other topics.

The article explores the reasons for stagnation in relations in the period 2007-2017, compares
foreign policy shifts in Brazil and in the EU, and evaluates the efficiency of multilevel governance
(interregional, transregional, pure and hybrid bilateralism) in different sectors (Table 1). It is based
on three assumptions. First, multilevel relations are uncoordinated. Second, liberal inter-regionalism
(EU-MERCOSUR) constitutes an obstacle for relations. Third, more realist foreign policies favor
pure (Brazil-EU member states) and hybrid bilateralism (Brazil-Brussels). The first section explains
Brazil’s economic and political decline and the EU’s deep crisis as important reasons for “liberal
realism”. A second part evaluates the performance of key issues in relations (trade, development,
security, and climate change) at different levels. Finally, connecting academic debates on inter-
regionalism and foreign policy, the author affirms that bilateral progress in EU-Brazil relations is

more likely than inter-regional results.

Two actors in crisis: an uncertain transformation between Liberalism and
Realism

Brazil and the EU have much in common: although in different leagues3, they are global
economic powers, they share a strong multilateral vocation, defend the same values (human

rights, peace, democracy, integration), and both belong to the West (Steiner et al. 2014). Their

2 Half of Brazil’s 22 Strategic Partnerships are with European countries: one with Brussels and nine with EU member states Finland,
France, Germany, Italy, Portugal, Spain, Sweden and the UK (plus Norway, Finland and Switzerland).

3 In 2016, the EU was the second and Brazil the tenth largest economy of the world.
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international profile is based on soft or civilian power (Maull, 1990) opposed to United States
(US) hard power in the case of Brazil, and to Russia’s military threat in relation to the EU. Brazil
and the EU are emerging foreign policy actors: Brazil because of its ambivalent status between a
middle power and a global power (Hurrell 2006), the EU because of the mix between supranational
and national foreign policy.

Both address the challenge of solving deep internal crisis that diminishes prospects for
cooperation, but also offer the opportunity to revise the format and agenda of a relationship
with poor results. They also share the foreign policy preference for “Realist Liberalism” or
“Liberal Realism”— defined as a shifting combination between self-interests, security, and power
administration on the one hand, and multilateral commitments based on liberal principles and
values, on the other. Or, according to Ikenberry and Kupchan (2004, 38), “the mix between power

and liberal internationalism”.

Brazil’'s domestic interests and its return to the liberal Western Alliance

The impeachment of Dilma Rousseff and the transfer of power from the PT to the Partido
do Movimento Democrditico Brasileiro (PMDB) member President Michel Temer ended a foreign
policy era, characterized by a radical shift from the Western Alliance to the Global South. Without
abandoning economic interests in the BRICS, the Temer Government represents a return to the
“West” - a diffuse historic concept of liberal ideas (Stuenkel 2011) - by distancing itself from
Lula’s autonomous foreign policy oriented towards MERCOSUR and Union of South American
Nations (UNASUR) in the region, and the BRICS at the international level. One clear signal is
Brazil’s request for membership in the OECD that “essentially symbolizes the West” and “was
rejected by the government (of Lula) for ideological reasons (Stuenkel 2011).

This occurs in a moment of the deepest crisis of the liberal Western order (Nye 2017)
questioned by the Trump Administration in the United States abroad, and a severe crisis at
home. Economic decline contributed to the political crisis. The deep recession of -3,4% in 2016,
an inflation rate of 8% and rising unemployment reversed the positive trend towards poverty
reduction and per capita income, which fell from 13.200 in 2011 to 8.600 dollar in 2015. The
social decline altered Brazil’s strong performance as an emerging global player and a successful
developmental state (Tepperman 2016).

Under Lula (2003-2011) and, less visible, during the Presidency of Dilma Rousseft (2011-2016)
who “clearly demonstrated little interest in foreign affairs” (Saraiva 2017, 10), south-south cooperation
with new global powers replaced the country’s traditional identity as a Western ally. It introduced
a new paradigm of Brazil as a leading voice of the global South, soft balancing US power (Hurrell
2006) and EU influence (Gratius 2012) through alternative alliances and an independent foreign
policy. The narrative of Brazil as an emerging regional and global power was strengthened by its

active role in the BRICS and a closer political and economic alignment with China.

Brazil and the European Union: from liberal inter-regionalism to realist bilateralism 4
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This radical shift under the PT governments generated an ideological debate in Brazil’s foreign
policy between developmental South-South autonomists and North-South neoliberals (Saraiva,
2012). Brazil’s business community remains divided between liberalists and protectionists: while
the powerful business association Federacio das Indistrias do Estado de Sio Paulo (FIESP) in Sao
Paulo strongly supports liberalizing the Brazilian economy, the Confederagio Nacional das Indiistrias
(CNI, national confederation of industries) rather defends the opposite.

Michel Temer represents the partial restoration of the “ancient regime” of North-South liberals
after the impeachment against Dilma Rousseff whose “reputation suffered irreparable damage”
(Mello and Spektor 2016, 103). Temer’s government will be transitional until presidential elections
in October 2018, and could even end earlier, as the President himself is involved in different
corruption scandals. It introduced major policy changes, among others the decision to freeze the
budget over the next 20 years, including social expenditures and state control over the economy.

The discourse of Temer’s first Foreign Minister José Serra (Partido da Social Democracia
Brasileira — PSDB) suggested a come-back of Brazil’s traditional foreign policy of Western alignment
and “liberal realism” between values and interests. In an early speech, Serra (2016) announced his
aim to reduce the “strong PT’s influence under the Presidencies of Lula and Dilma” by a foreign
policy based on ten principles:

1) de-ideologization and transparency,

2) defense of democracy and human rights,

3) leadership on climate change and clean energjies,

4) constructive engagement in regional and international organizations,

5) bilateral trade deals,

6) export promotion,

7) recovery of liberal principles in relations with Argentina and MERCOSUR,

8) reactivation of economic relations with the United States, Japan and the EU,

9) economic interest based south-south cooperation and,

10) participation of the private sector and foreign investment to modernize Brazil.

Before Trump became President, Serra announced the possibility of signing a free trade deal
with the United States (Cdrdenas 2016). At his first official visit to Argentina he agreed with the
conservative government of President Mauricio Macri a liberal reorientation of MERCOSUR,
including the possibility of signing bilateral trade agreements “that prevailed over multilateral
deals” (Saraiva and Velasco Janior 2016, 313). President Temer’s participation in the BRICS
Summits in 2016 and 2017 was motivated by pragmatic economic interests (China being Brazil’s
main export market).

Likewise, Serra’s successor Aloysio Nunes Ferreira suggested to bring MERCOSUR closer
to the Pacific Alliance (Chile, Colombia, Mexico, Peru), and promised to improve economic ties
with the EU. This position confirms a discourse of liberal “commercial diplomacy” (Saraiva and
Velasco Junior 2016). At the political front, Brazil’s support for the exclusion of Venezuela from

MERCOSUR by applying the democracy clause has been another indicator for the return to
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liberal values, combined with traditional realist principles (national sovereignty, protectionism
and power aspirations, (Weyland 2016)).

Brazil’s foreign policy change responds to a balance between realism (Weyland 2016) and
liberalism (Trinkunas 2016): realist national interests (trade, investment, and development) and
the search for global and regional power status coincide with liberal values (human rights, peace),
an ideological return to the liberal West and liberal economic principles (deregulation and less
protectionism). This foreign policy shift from the BRICS focus chosen by Lula in 2003 to one on
more traditional partners underlines the predominance of presidential preferences and ideology
in Brazilian foreign policy (Stuenkel, 2017), where the influence of the executive branch is still
higher than in other policy fields.

If “realist national power and global clout [...] have driven Brazilian foreign policy for more
than a century” (Weyland 2016, 157), the Temer government abandoned the search for regional
and global power status in favor of opening new markets and global liberalism. Against the exclusive
realist approach of Weyland (2016), the latter confirms the liberal tradition in Brazilian foreign
policy: “On a range of other principles that also undergird the international order — such as the
ban on aggressive war, proliferation of weapons of mass destruction, and support for a global
market-based economy — Brazil is largely supportive, and much more so than countries such as
China and Russia” (Trinkunas 2016).

However, it is unclear if the foreign policy reorientation under Temer will have any practical
consequences until the political crisis in Brazil is resolved by Presidential elections. Similar to
Dilma Rousseff’s low profile in foreign policy (Ferreira-Pereira 2016), her successor focuses on

domestic issues; a trend that has been confirmed by budget cuts and a low international profile.

The EU’s existential crisis and a liberal realist Global Strategy

The EU’s survival as the world deepest liberal integration process is endangered by three
factors. First, the decision of 51.9% of British citizens to leave the EU (Molina 2016), a process
that is still negotiated and deepened the EU’s internal crisis. Second, the rise of right-wing
political parties as a reaction to terrorism and the arrival of 1,5 million refugees from fragile
states demonstrated the limits of integration and management capacities of the EU (Molina and
Gratius 2016). The wave of terrorist attacks in European cities reinforces a security-based fortress
EU, more integrated, but less open to the world. Third, the modest economic outlook in most
EU member states except from Spain and Portugal — an expected average growth of 1.6% in
2017 — and social cuts in Southern Europe reduced citizens’ support of integration.

The lack of a strong political leadership in the EU and the economic crisis provoked a come-back
of nationalist policies and weakened the capacity, role and autonomy of supranational institutions such
as the European Commission or the European Parliament (EP). In midst of turmoil, the European

External Action Service (EEAS), since 2014 under the leadership of Federica Mogherini, gained in
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autonomy and capacity to manage international crises and to define the external priorities of the
EU by the Global Strategy approved in 2016 as the new foreign policy orientation. How to solve
the contradiction between its increasing global actorness and the simultaneous rise of nationalism
as a response to domestic threats will remain a major challenge for the EU.

The EU’s identity as an integration process between liberal inter-governmentalism (Moravcesik
1993) and supranationalism shape its foreign and security policy. After the classical dispute between
federalists and state-centrists, the deepening of integration in the 1990s introduced a debate on
“multilevel governance” (Marks and Hooghe 1996) that characterizes the EU’s distinctive political
system. In foreign policy, the EU’s dual identity between autonomous institutions and nation-states
created a hybrid structure between liberal inter-regionalism on the one hand, and a more realist
bilateralism (hybrid with Brussels and pure with EU member states), on the other (Table 1).

Different to other public policies, multilevel governance in foreign policy means the coexistence
and decision making between, 1) pooling sovereignty by Europeanization (European Commission
and the European External Action Service, EEAS, and the EP), 2) the bilateral level of Member
States, 3) the local or regional politics in some areas such as environment or development and 4)
the global playground of international organization in certain policy fields. Preferences in these
four levels are formulated by officials, non-state actors, and lobbies — a complex process (Moravcsik
1993) that tend to dilute clear foreign policy decisions.

Bendiek (2011, 35) sustains that EU foreign policy after the Lisbon Treaty (European Union
2015) and the financial crisis follows an “intergovernmental fragmented structure” that can be
explained by Realism as “the proper candidate for theoretical guidance”. In the same direction,
Chryssogelos (2016, 12) observes a “commercialization of EU foreign policy to pursue “national
economic gains” after the financial crisis. The EU Global Strategy confirms this change from a
normative, value-oriented common foreign and security policy towards a more nation state and
interest-driven approach of “liberal realism” (Ayuso and Gratius 2016) that coincides with a
similar foreign policy approach in Brazil.

Brussel’s traditional normative and ideational power by values and example have been
weakened and de-constructed by the revival of patriotism as a response to threats and terrorist
attacks in Belgium, France, Germany, the UK and Spain, combined with the massive arrival of
refugees from crisis-prone regions. Liberal realism in EU foreign policy is the result of domestic
preferences and the influence of national lobbies on inter-governmental negotiations, according
to Moravcsik (1993).

The EU’s reaction as a fortress, united in the fight against terrorism, but also strengthening
borders and sending refugees back to Turkey and other countries with a doubtful human rights
record, combined with thousands of deaths in the Mediterranean, damages its image as a soft power
promoting development cooperation, dialogue and the promotion of human rights. Common
threats and “a nationalism of fear” might push the EU into a “negative” security community as a
fortress against the global South. The trade-off between security and human rights undermines

the EU’s profile of a civilian soft-power and an international norms setter (Tocci 2008).

Brazil and the European Union: from liberal inter-regionalism to realist bilateralism 7
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The shift towards “liberal realism” in the EU and the poor performance of integration in the
South including MERCOSUR weakens inter-regionalism as a European foreign policy branding.

Different to the liberal approach, the Global Strategy favors a realist-driven inter-regionalism:

Where possible and when in line with our interests, the EU will support regional
organizations [...]. Cooperative regional orders, however, are not created only by
organizations. They comprise a mix of bilateral, subregional, regional and inter-
regional relations. They also feature the role of global players interlinked with
regionally-owned cooperative efforts” (EU and EEAS 2016, 32).

The latter includes Brazil’s role as a regional and global power inserted in MERCOSUR.

The EU’s foreign policy shift towards Liberalism and Realism that, depending on the topic,
could be translated into “liberal realism” (security) or “realist liberalism” (development), is the
result of the two-level game between a stronger nationalism in domestic policies and its outside
effects that narrow the win-set for external partners. The trade-off between interests and values
diminishes the EU’s role as a soft power promoter of integration, democracy, human rights and
sustainable development — all those issues that rank high in relations with Brazil. Moreover, the
weakening of supranational institutions by the economic crisis, Brexit and the weight of Germany
in the EU contributed to the benign neglect of minor partners like Brazil that have never ranked

high on the EU’s agenda or in the hierarchy of Brussel’s top strategic partners.

Multilevel governance and liberal realism in Brazil-EU relations

The dilemma between “liberal realism”, on one side, and multilevel governance, on the other,
is not yet solved. Multitier EU-Brazil relations are conditioned by a misconception: As a nation-state
Brazil follows a “realist tradition” of diplomacy (Saraiva 2012, 46) focused on bilateralism with
individual European countries (mainly France, Germany, Portugal, Spain, and the UK), while the
EU represents in several areas of mixed competences (investment, development, security, climate
change) a collective supranational actor beyond national interests with a strong liberal approach
and diffusing inter-regionalism (Ribeiro-Hoffmann 2016).

Brazilian foreign policy, divided between the search for developmental autonomy under the
PT Presidencies 2003—2016 (Saraiva 2012, 48), on the one hand, and liberal realism, on the other,
introduces another element of change in relations. According to the ten principles maintained by
Minister Nunes Ferreira, liberal realism looks like the preferred option of the Temer government, while
the Itamaraty represents both positions. Brazil’s recent foreign policy shift from developmentalism to

historic “liberal realism” (realist-liberal, according to Merke, 2008%), its re-alignment with the West and

4 Federico Merke (2008) describes the realist-liberalist identity as one of the discourse traditions in Brazil’s foreign policy, referring to
its “historic vocation as a peaceful state, geopolitically satisfied, ally of the United States and called to occupy a prestigious position in the
international system” (own translation). In this vision, Latin America plays a marginal role.

Brazil and the European Union: from liberal inter-regionalism to realist bilateralism 8
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the shift from soft balancing (Hurrell 2006) to bandwagoning (the West) could open new opportunities
for cooperation on global governance with the EU after a long period of stagnation (Saraiva 2017).
From an EU perspective, the Global Strategy, the need for new export niches, combined with
Brazil’s conservative government and the possible re-launch of MERCOSUR as a less protectionist
bloc facilitate negotiations on a free trade deal. This option gains in attraction to the extent that
a bilateral Brazil-US trade agreement loses ground during a protectionist Trump Administration
which has already dropped out of the Trans Pacific Partnership (TPP), threatens to retire from
North American Free Trade Agreement (NAFTA) and blocks negotiations on a Transatlantic
Trade and Investment Partnership (TTIP) with the EU. On the other hand, the rise of populist
right-wing nationalist governments and opposition forces in France, Germany, Hungary, Italy, or

Poland reinforces the trend towards protectionism in agriculture that has been a major obstacle
in EU-MERCOSUR negotiations and between Brazil and Brussels.

Multilevel governance in key sectors of Brazil-EU cooperation

Brazil-EU relations fit into Hinggi’s sub-types of inter-regionalism: pure, transnational, and
hybrid (Hianggi 2000; Hinggi at al. 2006; Gardini and Malamud 2014; Ribeiro-Hoffmann 2016),
but also into hybrid and pure bilateralism. The first level, EU-MERCOSUR relations, represents
“pure interregionalism” between two integrated groups of states that ideally speak with one voice.
Beyond this top-down approach, the second level relates to Hinggi’s category of trans-regionalism
and integrates non-state actors. The third level, the Brasilia-Brussels framework, could fit into
hybrid inter-regionalism (Ribeiro-Hoffmann 2016) or hybrid bilateralism. The fourth dimension
refers to bilateralism between Brazil and ten EU member states (pure bilateralism). The result is

a complex scheme of multilevel relations with partly overlapping agendas.

Table 1: EU-Brazil multilevel governance

Category Format Instruments Main topics

Inter-regionalism

Pure Interregionalism EU-MERCOSUR EU-MERCOSUR agreement Trade, development, political

1995, trade negotiations dialogue
EU-MERCOSUR Business meetings since February .
T . . . Trade, investment,
Trans-regionalism Business forum (MEBF), 1999, parliamentary sessions, Lo
. .. . ] migration, development, etc.
civil societies civil society forum
Bilateralism
Hybrid bilateralism Brazil and the EU SFrateglc Partnership, 33 sector Energyj climate change,
(Brussels, EC) dialogues global issues

_ Bilateral treaties, Strategic
_ . Brazil and EU member . > DHATCE ,
Pure bilateralism Partnerships: summits and Everything except from trade

states . .
bilateral meetings
Source: Own elaboration based on Hinggi (2000) and Ribeiro-Hoffmann (2016).

Brazil and the European Union: from liberal inter-regionalism to realist bilateralism 9
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The EU’s Strategic Partnerships occur outside inter-regional cooperation schemes with the
purpose of singling out certain traditional or emerging powers by strengthening bilateral ties (EC
2007). In this sense, strategic partnerships respond to the realist tradition of an anarchic system
of states rather than to the liberal and cosmopolitan approach of inter-regionalism (Ayuso and
Gardini, 2015) as Hinggi (2000) suggests.

Brazil-EU relations follow a trend towards bilateralism between the EU and individual Latin
American states by signing free trade or other agreements (Chile, Colombia, Cuba, Mexico, and
Peru). These cases don’t respond to “a greater degree of national adaptation to EU foreign policy
norms or ‘Europeanization’ (Smith 2004, 741), but to the opposite: intergovernmental bilateral
patterns clearly prevail over inter-regionalism.

In terms of costs and benefits, trade is the real strategic issue in Brazil-EU relations. In this
field, the formulation of preferences in inter-governmental negotiations (Moravesik 1993, 483)
have been a major obstacle to a free trade agreement between the EU and MERCOSUR. Other
important sectors® of cooperation, such as investment, development cooperation, security, and
climate change, give further evidence of the dominance of bilateralism in relations that respond

to interest-driven realism.

Trade: asymmetric, no-go inter-regionalism

Liberal inter-regionalism has been a brand of the EU and its global promotion of integration
rather than an efficient formula for trade negotiations. There are very few exceptions to that
rule. One of them are the EU’s collective free trade agreements with Central America and the
Caribbean, although they respond to the small-states’ logic that even the United States followed
in order to avoid six and fourteen negotiations with dwarf nations.

EU-Brazil trade relations are shaped by asymmetric interdependence (Womack, 2016):
Brazil contributes around 3% to Brussel’s extra-regional trade exchanges, and the EU has a
constant share of about 20% of Brazil’s imports and exports and remains its main commercial
partner, slightly before China and the US. Until 2014, Brazil ranked ninth in the EU’s hierarchy
of trade partners. In 2015, it fell back to the 11th position because of the economic crisis.
In trade affairs, the EU acts as a unique actor. Because of its hardliner negotiation position
on the two core issues, agriculture, and services, Brazil perceives the EU as a supranational
collective actor to be a rather negative partner (Saraiva 2012, 46) rather than as an ally. Taking
into account economic and developmental asymmetries, in theory, collective MERCOSUR
negotiations increase Brazil’s bargaining power towards the EU, but two decades of failure

dismantle this argument.

5 These issues are the most promising and those that are regularly part of the Brazil-EU agenda and summit declarations. They are also
included in the 31 sector dialogues (together with others like the UN, human rights, finances, drugs, disarmament, peace and security, social

policies, and energy).
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During the 1990s, MERCOSUR was the EU’s key partner in Latin America with which it
began an inter-regional negotiation process on an association agreement including free trade. In
1999, when the process was officially launched at the first EU-LAC-Caribbean Summit® in Rio de
Janeiro, MERCOSUR offered an attractive platform for EU investment and trade (with a positive
balance for Europe). At that time, the EU prioritized inter-regional relations with similar trade
blocs and had little interest in fostering bilateral ties with countries in the far South. In 1992, the
European Commission signed a first institutional accord with MERCOSUR and three years later
an inter-regional cooperation agreement. Later on, both created the EU-MERCOSUR Business
Forum and civil society meetings (trans-regionalism).

The bloc’s first period (1991-1998) was a full success and integration advanced faster than
expected. In 1995, MERCOSUR established itself as a customs union. But the EU’s logistical
support and initial enthusiasm quickly vanished when Brazil suffered, three years later, a devaluation
of the Real. In 2002, the dramatic financial collapse in Argentina paralyzed MERCOSUR and
negotiations with the EU for several years. In 2004, both presented their trade offers, but, in
the same year they agreed to condition an inter-regional deal to the outcome of the World Trade
Organization Doha round (WTO Doha). This attempt to shift from an inter-regional to the
global level failed in 2008, among other reasons, because of the disagreement between Brazil and
the EU/US on agriculture subsidies and lower tariffs for industrial products.

The obstacles are well known and respond to a realist zero-sum-game: the expected gains
of the EU in services and industrial goods are the main losses of MERCOSUR and, vice-versa,
the potential benefits of MERCOSUR in agriculture pose the main risk to the EU. The critical
EP’s Resolution approved in March 2013, in the aftermath of the economic crisis, underlined
the powerful opposition (mainly comprising the French agriculture lobby) to a free trade deal
with MERCOSUR that could negatively affect a weakened European economy. Against the
assumption of the EU as one single trade bloc, domestic lobbies have a strong voice: French
farmers, together with agriculture lobbies in other member states blocked major concessions by
the EU in negotiations with MERCOSUR, giving further evidence of Moravcsik’s (1993) liberal
inter-governmentalism of domestic preferences.

Aside from mutual fears and threats, a free trade deal stagnated for other reasons. The EU’s
formula of bloc-to-bloc negotiations is highly asymmetric. Its counterpart MERCOSUR remains
a much less advanced integration process that does not foresee any kind of pooling sovereignty nor
supranational institutions. Nearly two decades of unsuccessful negotiations lead to the conclusion
that the dialogue formula 1 + 4 does not work. Additionally, the European Commission is too
powerful compared to the weak national governments of individual MERCOSUR trading partners
Argentina, Brazil, Paraguay, and Uruguay. In this sense, asymmetric power positions created
negative dynamics (Womack 2016). The lack of a common trade policy in each sector and a

large number of exceptions in others give little credibility to MERCOSUR as a bloc or, following

6 Latin America, the Caribbean and the European Union Summit (LAC).
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“pure inter-regionalism”, as an equivalent partner of the EU. Asymmetric inter-regionalism failed,
given that in the EU’s areas of interests, services, and industries, MERCOSUR does not act as a
collective entity but divides into four national policies (M. Vaillant and P. Vaillant 2014).

Spill-over and spill-backs of integration in MERCOSUR depend on unforeseeable presidential
shifts and decisions, particularly between the biggest states Argentina and Brazil. Even if both
countries agree on a free trade deal with the EU, they have to convince the two smaller states and
cannot guarantee continuity in a highly uncertain political context of possible ideological changes
in presidency and the strong influence of protectionist lobbies in Argentina and particularly Brazil.

These conditions make a collective, inter-regional agreement highly unlikely and, from an
EU perspective, a risky business. On behalf of MERCOSUR, the credibility of the European
Commission as an exclusive and liable negotiation partner is undermined by the multi-layer
process of decision-making and the strong influence of French, Polish, and other member states’
agricultural lobbies whose interests are represented by a protectionist Agriculture Commissioner
and the EP. In this sense, not even the EU is able to act as a single player.

The result of this multilevel game of trade negotiations is a non-agreement. Possibly, bilateral
EU-Brazil negotiations (hybrid bilateralism) won’t change these negative dynamics, but under
the current conditions of imbalances regarding power, competences, and partners, a free trade
deal between the EU and MERCOSUR seems unlikely. The alternative scenario of a bilateral
Brazil-EU free trade agreement has been impossible with an EU trapped in its own inefficient
formula of inter-regionalism and Brazil’s sensitive relations with Argentina. For these reasons,

both keep irrational inter-regionalism and accept the costs of a non-agreement.

Investment: bilateralism prevails but inter-regionalism dominates

In 2015, Brazil was the third main destination of EU Foreign Direct Investment (FDI)
and the first among BRICS and Latin America (European FDI stock in Brazil doubled that of
Mexico). The EU — mainly the Netherlands, Spain, the UK, France, and Germany - is Brazil’s
largest investor in terms of stock (Agéncia Brasileira de Promogdo de Exportacoes e Investimento
2017): it accounts for more than half and European capital flows tripled from 130 billion Euros
in 2000 to 387 billion in 2014.

With a share over 15% of total FDI in Brazil, Spain is Brazil’s main European investor
and ranks third in total Brazilian investment flows (C. Malamud 2014, 70). Spanish banks and
companies such as Grupo Santander, BBVA, Repsol or Telefénica invested and opened businesses
in Brazil which became the main destiny of Spanish investment in Latin America. France, Brazil’s
fifth largest investor in 2014, and Germany, with an FDI stock of 23,2 billion USD in 2013, also
have important economic interests in Brazil. According to the Brazilian Foreign Ministry, 1600
German companies account for 8-10% of Brazil’s GDP, and “Sao Paulo is the largest German

industrial city” (Ministério das Relagbes Exteriores [n.d.]).
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Regarding investment, the EC does not have exclusive negotiation competence, but needs a
positive feed-back of member states and takes into account national investment regimes. According
to the United Nations Conference on Trade and Development (UNCTAD), Brazil signed eleven
of its bilateral Investment treaties with European partners (Belgium, Denmark, Finland, France,
Germany, Italy, Luxemburg, the Netherlands, Portugal, Switzerland, and the UK). These constitute
the bases for a collective legislative that should include Spain as one of the countries that has not
yet signed an investment protection agreement with Brazil (C. Malamud, 2014, 80).

The absence of a collective investment regime in the EU and in MERCOSUR is a further
argument for bilateralism. Although investment is the most important incentive for signing an
EU-MERCOSUR agreement, it is also one of its major obstacles. MERCOSUR has no common
investment regime and capital flows are still national competences. The Lisbon Treaty increased the
EU’s competences in investment in order to facilitate economic agreements with third countries
and further harmonize national investment policies. Despite this, core competences on investment
are still assumed by EU member states’ regulatory functions and large multinational companies.
From a foreign policy perspective of liberal realism it makes little sense to wait for an inter-regional

decision, if bilateral negotiations on investment could advance further.

Development Cooperation: mixed competences and horizontal relations

Since 2015, in midst of a severe political, economic and social crisis, Brazil disappeared
from the list of EU bilateral aid beneficiaries at a time when it began to reduce its engagement as
an emerging donor (Ayllén Pino 2015). The main argument for exclusion was Brazil’s relatively
high level of development (the ninth largest economy), and the concentration of EU aid flows to
less developed countries like Bolivia, Haiti, Honduras, or Paraguay.

The EU divides relations with MERCOSUR into a bloc of three high developed countries
(Argentina, Brazil, Uruguay) and one or two partners (Paraguay and eventually Bolivia) that
are still receiving high aid flows. The policy of EU member states is similar, even though
Spain still maintains development assistance with middle-income countries, and also Germany
continues to support sustainable development in Brazil. As a middle-income country, Brazil
is in transition towards knowledge-based triangle cooperation with the EC and its member
states’ (Ayllén Pino 2015).

During the economic boom under President Lula da Silva, Brazil itself became a donor under
the label of south-south cooperation (Ayllén Pino 2015) and through the institutional frame of
the development agency ABC. It is the main contributor to MERCOSUR’s social cohesion fund
Fundo para a Convergéncia Estrutural do MERCOSUL (FOCEM) and spent, in 2012, more than
US$360 million on development assistance to poor partners in the South (C. Malamud 2014, 52).

7  Brazil signed agreements on triangle cooperation with the EU, Germany, Spain and the UK.
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Brazilian development cooperation concentrates on technical capacity-building, and recipients are
divided between African and Latin American partners. According to the Brazilian development
agency ABC, the number of projects executed (783) peaked in 2011, whereas it declined in 2013
and 2014 by half (385 projects).

According to the Temer government, it will maintain Southern partnerships, but from a
realist economic perspective of benefits for Brazil. Consequently, the Brazil-EU developmental
partnership, including triangle cooperation in Africa during the PT governments, might suffer a
set-back, as well as Brazilian initiatives to reduce poverty and inequity, an area where both partners
reached a great level of convergence (Gratius 2011).

Economic constraints and the minority position regarding developmentalists in Itamaraty
limit prospects for south-south cooperation. The mixed competences of the EC and EU member
states in development cooperation and the division of MERCOSUR countries between donors
and recipients also reduces the prospects for a common developmental regime in a hypothetical
agreement to very general commitments that, again, could better be specified in a more sophisticated

bilateral deal.

Security as a national and bilateral concern

Security cooperation is a clear added value of the Strategic Partnership between the EU
and Brazil and its 33 dialogue forums on bilateral issues. Security can be defined by the double
edge of classical defense against external threats (terrorism and conflicts) and domestic problems
(drugs and public insecurity). A concrete result of cooperation on security was the signing of an
agreement between Brazil and the European Atom Agency Euratom.

EU-Brazil cooperation in this field dates back to the 1990s, when both sides established a
regular security dialogue in Rio de Janeiro on military affairs, regional and global conflict resolution.
Since 2007, the fight against international terrorism and drugs-trafficking dominate the agenda
on security. The reluctance of Brazil to accept international interference in domestic affairs has
been an obstacle to further cooperation on the country’s internal public security challenges.

Security is still a primary national concern and bilateral patterns of cooperation prevail.
France has become an important supplier of military equipment and a real strategic partner of
Brazil on drug cooperation and national defense (Costa Vaz, 2014, 16). Among others, the UK
and its development agency DFID participated in police reform and training in Rio de Janeiro
to combat drugs trafficking and insecurity.

There has been much less coordination between Brazil and the EU on international conflicts
during the PT governments (Saraiva 2017), when Brazil aligned with the BRICS bloc (Gratius
and Grevi 2013). One example was Brazil’s failed initiative to advance nuclear negotiations with
its former ally Iran in 2010 or the failed proposal to introduce the concept of “Responsibility
while protecting” into the UN (Stuenkel, 2014). Under the interim Presidency of Temer, Brazil
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changed its south-south focus on international conflicts and returned to a closer stance with the

EUs. In security affairs, “dual bilateralism” (hybrid and pure) determines relations.

Sustainable development and climate change: bilateral and global governance

In Latin America, Brazil (under the PT governments) has been the EU’s closest partner on
climate change negotiations towards the Paris Agreement signed in December 2015. Brazil-EU
cooperation on sustainable development and climate change bypasses the EU-MERCOSUR
agenda that also includes environmental issues. Compared to the trade knot, cooperation on
environment and climate change is the real success story in EU-Brazil relations that proves the
advantages of bilateralism over inter-regionalism. Sustainable development and climate change
illustrate that “dual bilateralism” generate positive outcomes if both partners agree on the basics.
In this case, the shared commitment to multilateralism and global governance focused on similar
environmental goals clearly prevailed over national interests. This liberal approach contrasts with
an economic interests driven agenda of the Temer government, reluctant to maintain the policy
against deforestation and less committed to climate change.

Brasilia-Brussels climate change dialogue was accompanied by nation-states coordination.
A common declaration (Brazil-German Declaration 2015) adopted by former President Dilma
Rousseff and Chancellor Angela Merkel reinforced the Brazilian-German strategic partnership and
an already close cooperation on climate change. The previous bilateral consensus had a positive
impact on a shared Brazil-EU position during climate change negotiations in Paris. At the bilateral
level, deforestation, the Amazon fund, and the protection of indigenous areas dominated the
bilateral agenda under Rousseff and Chancellor Angela Merkel.

In Paris, Brazil and the EU integrated the same group pushing for a successful conference and
a binding commitment on climate change policies until 2030. The global reach was complemented
by national commitments to reduce deforestation in the case of Brazil and by the EU’s agreement
to reduce greenhouse gas emissions (GHG) by another 40% from today’s level of emissions until
2030. Germany has a great interest in reducing deforestation in Brazil, among others, by its
contribution to the Amazon fund.

Climate change is an example of the complexity of a multilateral foreign policy, where different
national policies (environment, economic, foreign) are strongly influenced by non-governmental
actors, regional regimes, and international agreements. Climate change and other transnational
challenges as a consequence of globalization force governments to pool national sovereignty and
to multilateralize foreign policies. Even though international organizations still depend on the
decisions of national governments, the formulation of national and global preferences increasingly
also depends on domestic lobbies and international alliances. Climate change and sustainable

development as a primary global concern of both Brazil and the EU is also a key issue for a
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bilateral coordination at the global stage. In this area, inter-regionalism is no option, given that

there is little foreign policy coordination within MERCOSUR.

Conclusion: bilateralism as the preferred option in EU-Brazil relations

Brazil-EU relations represent a puzzle between EU-MERCOSUR relations, the Brazil-EU
Strategic Partnership, and bilateral cooperation with individual Strategic Partners. Each of the
bodies held separate summits and define issues and action plans without any type of coordination
or convergence. A clear overlap of agendas and outcomes (see Tables 2 and 3) prove that all these
levels of relations lack cohesion. The mutual preference of “form over function” diminishes
efficiency given that hybrid and pure bilateralism would better serve Brazilian and EU interests
on the trade, development, security, and environmental agenda.

The analysis of selected sector policies in Brazil-EU relations confirm a preference for
pragmatic realist bilateralism over liberal inter-regionalism: trade (exclusive supranational EU
competences and inter-regional level), investment (supranational and national levels), development
(supranational, local and national levels), security (national level), and climate change (all levels).
The failure of inter-regional trade negotiations contrasts with positive results in Brazil-member
states relations and strategic relations with Brussels.

Thus, to advance bilateral relations, neglecting the MERCOSUR dimension seems to be a
more viable option than pushing for inter-regionalism that has not proven to be successful in any
of the five areas analyzed (trade, investment, development, security, and environment). Against
these arguments, both partners maintain the inter-regional format as a concession to their collective
identities that weights more than a result-oriented negotiation process.

Brazil’s state-centered foreign policy (Saraiva 2017) coexists with the EU’s “multi-level

governance of foreign policy” (Smith 2004, 741). The absence of visible progress in Brazil-EU

Table 2: Multilevel Brazil-EU relations

] . Bilateralism Bilateralism EU
Inter-regionalism Global Governance
Brussels Member States
Trade Strong and exclusive Non issue No voice WTO: We‘al‘<, dlssent (trade
(but no progress) subsidies, tariffs)
Investment Some competences - Strong competences None, AMI failed
Development i i i UN yes, DAC-OECD no
velop (Brazil is not a member)

, , Important . UN: some coordination
Security Not included issue Important issue (France) and dialogue Brazil-Brusels
f;glg?nr?;:t Relevant for trade Important Strong Brazilian-German Yes, strong, Paris
Change negotiations issue Partnership Agreement, convergence

Source: Own elaboration (2017).
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Table 3: Strategic Partnerships Brazil-EU

Shared da/
SP Date Content ared agen
overlap
EU-Brazil 2007 30 sector dialogues, irregular summits
(Barroso-Lula) gues, 1reg
Finland C&T, innovation, support of a permanent UNSC seat of Brazil
AP 2008: GG, trade and economic relations, defense, nuclear
2006 ) ) . .
France (Lula/Chirac) energy, culture, education, migration, C&T, Africa, support
of a permanent UNSC membership
Environment and Climate change, trade and economic
Germany 2010 . . .
relations, development, trilateral cooperation
[taly - Migration, tourism, Embraer, trilateral cooperation Education
— i i C&T
Portugal 2004 Culture, language .Lusophone count.rles, trilateral
cooperation, annual summits development
Investment (29 investor), trade and economics, Science c0f)perat10n,
Spain 2003 without Borders, scholarships, C&T, culture, Iberoamerican ~ €Rvironment +
Community, trilateral cooperation, security and defense climate
Sweden 2008 AP‘ : regular pol}tlcal dialogue, trade and 1nvestn‘1€nt,
bioenergy, environment, C&T, culture, education
2012
U.mted (SFrategm Supportive of Brazil’s permanent UNSC seat
Kingdom Dialogue
Brazil-UK)
Norway - -
Switzerland 2008 Strategic Partnership plan

Source: Own elaboration (2017).
*AP = Action Plan

relations in the last decade can partly be attributed to this type of multi-level governance of
foreign policy as obstacle for decision-making and convergence. The EU represents a unique
multi-level foreign policy model by combining classic national instruments with supranational
trade negotiations of the European Commission, in its relations with Brazil, but the combination
of bilateralism and inter-regionalism lacks a coherent strategic, result-oriented approach.

Consequently, Brazil has to deal with a fragmented EU foreign policy of different actors with
supranational ambitions and national realities. This won’t be a problem, if the EU defines clear
competences at each level, but these remain uncoordinated. This lack of strategic thinking has to
do with internal power games between the different levels of foreign policy governance (Smith
2004) and the problems of defining collective strategic priorities beyond the EU’s immediate
neighborhood in its East and Southern borders.

Brazil’s foreign policy shift from Lula’s “multi-vector approach” (Edler and Lanzarou, 2014)
of south-south cooperation to the traditional Western partnership offers another argument for
bilateralism. The ideological realignment toward liberal realism in EU-Brazil relations makes
a bilateral trade deal more likely. Moreover, the search for economic opportunities and export

promotion beyond China and the US is an incentive for mutual trade concessions. During the
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Trump Administration, reluctant to enter into trade negotiations with Latin American partners, the
EU could recover its traditional role as a “counterweight” to the United States (Saraiva 2012, 54).

But mutual uncertainties create serious doubts about the likelihood of closer ties. First,
Brazil’s low level foreign policy under Temer hasn’t focused on its main economic partner, the
EU. Second, the EU’s Global Strategy does not include any hint on the future of relations with
Brazil, considered as a second-tier power in EU’s geo-political and geo-economic relations. Third,
the economic recession in Brazil, the crisis of governance and Temer’s bad image by corruption
scandals conspire against a clearer commitment of the EU in Brazil. Nonetheless, taking into
account that the EU remains a regional rather than a global actor, its relationship with Brazil and
Latin America represents an interesting test-case for its future as a global power.

Brazil-EU Strategic Partnerships represent an important instrument for bilateral convergence,
but they need cohesion, coordination, and strategic orientation. Eleven of those relationships,
one with Brussels and another ten with EU member states confirm close ties between Brazil and
Europe, driven by a balance between common values and interests. The complex and dense pattern
of relations helped to increase mutual understanding and confidence, but did not create a strategic
relationship beyond the formal diplomacy of summits and intergovernmental coordination.

“Dual bilateralism” (pure and hybrid) is more effective than the pure inter-regionalism that
denies asymmetries (in terms of negotiation capacity, interests, and development) between two
highly unbalanced trade blocs with clear leaders: Germany in the EU and of Brazil in MERCOSUR.
From a liberal realist perspective, a Brazil-EU trade deal with a leading voice of these two countries
could work better than inter-regionalism (Gratius 2011). Pure bilateralism looks more promising
than complex EU-Brussels relations: “as to the objective of fostering inter-regionalism, strategic
partnerships have been rather inefficient [...] with Germany and Brazil as well as France and Brazil
outstanding examples of “effective bilateralism” (Costa Vaz 2014, 15-16).

This international scenario brings Brazil closer to the EU. In midst of political turmoil in Brazil
and in the EU, there are three indicators for a revitalization of relations. First, the government of
Michel Temer and its close relationship with the private sector might push for trade liberalization
and less state interventionism in the economy. Second, China’s role as the main export market of
Brazilian primary products reduced the traditional conflict over the EU’s agricultural subsidies.
Third, an expected foreign policy change in Brazil away from the BRICS and in favor of a stronger
partnership with the North could create a new moment for EU-Brazil relations.

Nonetheless, there are also arguments against the revitalization scenario. The lack of mutual
strategic priorities and the concentration on domestic concerns diminish the prospects for visible
progress in relations, as well as the severe crisis in Brazil, together with relative economic stagnation
and protectionism in the Euro zone. Presidential elections in 2018 in Brazil and the identity crisis
of European integration pose additional uncertainties in a relationship that promised much but
delivered less than expected. For all those reasons, the Brazil-EU relationship might continue to
perform below its potential and weight in the near future, but for sure “dual bilateralism” is more

efficient than interregionalism.
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