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Abstract

The EU-Brazil Strategic Partnership established in 2007 was the result of a long
process. Within the framework of the Strategic Partnership the negotiations were
carried out in three levels, between the Union and Brazil, the EU and Mercosur, and
Brazil and the Member States of the Union. From the several important objectives
specified at the yearly organised high-level summits the paper emphasises two areas,
the economic and trade cooperation, and the energy cooperation. In the past thirteen
years significant improvement could be experienced in both sectors.
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Absztrakt

A 2007-ben létrejové EU-Brazil Stratégiai partnerség eqy hosszu folyamat eredmé-
nye volt. A Stratégiai Partnerség keretén beliil harom szinten folytak a targyalasok,
az Unid és Brazilia kézott, az EU és a Mercosur koz6tt, valamint Brazilia és az Unié
tagallamai kézétt. Az évente megrendezésre keriil6 magas szintii csucstalalkozékon
megfogalmazott szamos fontos célkitiizés kéziil a cikk két teriiletet emel ki, a gazda-
sagi és kereskedelmi egyiittmiikodést, valamint az energialigyi kooperaciot. Az eltelt
tizenharom évben mindkét szektorban el6relépés volt tapasztalhato.
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1. Introduction

The Strategic Partnership between Brazil and the European Union was established
thirteen years ago, but its antecedents reach back to the 1960s when the South
American state first established diplomatic relation with the European Economic
Community. However, the intensive relationship between Europe — Spain and Portugal
in the first place — and the Latin American region dates far back. The colonial era has
left a mark on the economies of the countries in the region to this day, however, their
development curve no longer depends on the mother countries but varies according
to world economic trends.

Thanks to the economic recovery that began during Lula da Silva’s presidency,
Brazil became an increasingly global player. In addition to its economic and ener-
getic advantages, the strategic partnership concluded with the European Union had
important political significance as well, because with this the EU acknowledged the
regional leader role of the South American state and the possibility for it to become
a determining global factor.

The essence of the strategic partnership cannot be defined easily. In addition
to forging closer ties, in practice this usually means higher level summits between
the EU and the partner country. As an EU-diplomat said, the strategic partnership is
‘like love — no one can define it. You only know what it is when you experience it.”

In this study | present the strategic partnership between the European Union
and Brazil from its historical background to its inception, furthermore, the measures
taken in the partnership primarily from Brazil's point of view. Finally, | will detail the
two most effective areas, the economic and trade cooperation, and the energetic
cooperation in the field of science and technology.

2. Antecedents

The cooperation between Brazil and the predecessor organisation of the European
Union started in the 1960s. Brazil was among the first to establish diplomatic relation
with the European Economic Community in 1960.2 It continued to seek to deepen
its cooperation with Europe, including signing a treaty with EURATOM in 1965, the
essence of which was to ensure the peaceful uses of nuclear energy. In the 1970s
mostly bilateral economic agreements were dominant between the South American
country and the European Economic Community. Due to the general Latin American
crises of the 1980s these bilateral initiations decreased and started again from 1993,
after the establishment of the European Union. The interest of the European organi-
sation in Latin America strengthened because of the accession of Portugal and Spain
(1986), and because various countries of the Latin American region (partly due to

¢ John Todd and Benjamin de Carvalho, ‘Brazil - A New Global Energy Player and Partner for the EU?’ In EU Leadership
in Energy and Environmental Governance, Global and Local Challenges and Responses, ed. by Jakub M. Godzimirski
(Basingstoke, Hampshire: Palgrave Macmillan, 2016), 197.

‘European Union,’ Ministry of Foreign Affairs, Brazil. Available: www.itamaraty.gov.br/en/ficha-pais/6698-europe-
an-union (02. 05. 2020.)

Hadtudomanyi Szemle » 13. évfolyam (2020) 3. szam


http://www.itamaraty.gov.br/en/ficha-pais/6698-european-union
http://www.itamaraty.gov.br/en/ficha-pais/6698-european-union

Kitti Flizesi: Strategic Partnership between the European Union and Brazil

the general economic crises of the 1980s) returned to the path of democratisation.
In the 1990s, however, the EU’s primary partner in South America was not Brazil but
the newly formed Mercosur.* It is important to note though that within the South
American Common Market, the leading role belonged obviously to Brazil, and the
country's leadership sought to take advantage of its position to improve its relations
through the organisation with the European Union.> The cooperation that took place
in the last decade of the 20™ century was, in fact, a political dialogue between Brazil
and the EU regarding organised crime, terrorism, climate change, the fight against
poverty and renewable energy sources.®

The most important change in the development of cooperation between the
European Union and Brazil began with the new millennium. One of the main reasons
for this is that in the early 2000s, the role of developing countries in international
trade showed an increasing growth trend. However, until 2004, Brazil was not on
the list of potential strategic partners of the Union, as the South American economy
was in a very difficult situation in the late 20" and early 27t centuries. Following the
East Asian economic crisis, the Brazil real lost its value, and finally the country had
to turn to the IMF, from which it received a 30 billion dollars aid package in 2002.”
Brazil managed to stabilise its economy by encouraging foreign direct investments,
and several Brazilian corporate enterprises got a foothold in international markets,
making the South American state a global player in trade policy. The economic boom
took place during the presidency of Lula da Silva, elected in 2003.8 The onset of growth
also triggered a change in the relationship between Brazil and the European Union.
A framework agreement on science and technology was signed at the beginning of
2004, and negotiations on expanding bilateral relations began a year later.

3. Strategic partnership

Brazil and the European Union signed a Strategic Partnership Agreement in 2007, in
Portugal, from where Brazilian territories had been ruled during the colonial era. The
main points of the document included the fight against poverty, climate change,
furthermore the protection of the environment, and the issue of sustainable energy
supply. For the EU, Brazil — now the leading power in the South American region —was

4 Despite the fact that Brazil was the first country with which the EU signed a Framework Agreement for Cooperation
(1992). A strategic framework agreement was signed with the South American Common Market later, in 1995. Istvan
Szilagyi, ‘The European Union and South America,’ in Regional and Bilateral Relations of the European Union, ed. by
Zoltan Galik and Anna Molnar (Budapest: Dialég Campus, 2019), 194.

° Elena Lazarou, ‘Brazil and the European Union: Strategic Partners in a Changing World?' Hellenic Foundation for
European Foreign Policy (ELIAMEP). Working Paper, 2011, no. 24. 2-14. Available: https://eulacfoundation.org/en/
system/files/Brazil and the European Union Strategic Partners in a Changing World.pdf (12. 10. 2020.), 5-7.

¢ Eleonora Poli, ‘European External Actions in a Multilateral Arena: An Analysis of EU Relations with Brazil," Instituto
Affari Internazionali (IAl) 18, no 13 (2018), 4-5.

7 Béla Soltész, ‘Brazilia', in Dél-Amerika a 21. szazadban — térsadalmi, gazdaségi és politikai konfliktusok, ed. by Monika
Szente-Varga and Zoltan Gyorgy Bacs (Budapest: Dialog Campus, 2019), 45.

& Ibid.
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attractive because of its huge internal market and significant natural resources.® It
is not a negligible fact that the Portuguese presidency managed to carry all this
through, and it is also important to emphasise that the intensity of relations has
really increased since 2004, when José Manuel Barroso, also of Portuguese descent,
became the President of the European Commission. At the same time, the strategic
partnership has another important significance, namely that with this the European
Union has formally recognised Brazil's development and regional leadership, treating
it as a major global player.”®

The first Joint Action Plan was issued in December 2008, addressing multilat-
eral issues such as the promotion of disarmament of weapons of mass destruction,
the fight against terrorism, the promotion of international peace and security, the
fight against organised crime and corruption, and the protection of human rights.
Furthermore, it has also been extended with the scope of sustainable development,
investment, trade, and nuclear energy."” One of the most important issues was
renewable energy. Both Brazil and the European Union considered the support for
renewable energy developments essential to achieve greater energy security and to
promote sustainable development. To this end, the aim was to support low-carbon
technologies such as nuclear research and guarantee nuclear safety, as well as to
encourage developments in the field of biofuels.?

Although the Strategic Partnership was initially welcomed by both parties, the
economic crisis that began in 2008 and its aftermath, which severely affected the
European Union, pushed relations with Brazil into the background.”® Brazil was not
hit as hard as the states of Europe by the 2008 economic crisis, for a number of rea-
sons. On the one hand, Brazilian economy was affected by the crisis after a period of
economic boom, and on the other hand, the banking sector was partly independent of
international markets, so that the indebtedness of the population and companies did
not become unmanageable. For the South American state, ‘the crisis thus came’ from
outside ‘primarily in the form of shrinking export markets and the withdrawal of foreign
companies and profit withdrawal''* In the aftermath of the crisis, Brazilian foreign
trade turned to China instead of the United States and Europe, and also strengthened
its relations with Russia, India, the Arab Gulf countries and South Africa.”®

Partly due to the negative effects of the economic crisis one can state that no
decisive progress can be found in the development of relations between Brazil and the

®  Communication from the Commission to the European Parliament and the Council, Towards an EU-Brazil Strategic
Partnership, 2007. Available: https://eulacfoundation.org/en/system/files/TOWARDS%20AN%20EU-BRAZIL%20
STRATEGIC%20PARTNERSHIP.pdf (03. 05. 2020.), 2-8.

0 Ibid.

" The booming Brazilian-European relationship is well illustrated by the fact that, as part of the Brazilian nuclear program,
for example, in 2008 the South American state signed an agreement with France to build a nuclear submarine.

2 ‘Brazil - European Union strategic partnership joint action plan,’ 2nd Brazil - European Union Summit, Rio de Janeiro,
22 December 2008. Available: http://eeas.europa.eu/archives/docs/brazil/docs/2008_joint_action_plan_en.pdf
(03.05.2020.)

3 Poli, ‘European External Actions,’ 5.

# Annamaria Artner, ‘Belf6ldi piac vagy exportorientacio? Brazilia példaja’ (Mercado Interno ou tendéncia para expor-
tagdo? O Exemplo do Brasil), in Brazilia eurépai és magyar kontextusban, ed. by Ferenc Pal (Budapest: ELTE, 2015),
179.

' 1bid., 177-179.
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European Union until the end of Lula’s presidency. There were only high-level meet-
ings every year, the main topics of which were the most general issues affecting the
international system, such as energy security, sustainable development, environmental
change and the consolidation of democracy and the rule of law. Meanwhile, Brazil's
interest has turned much more towards the BRICS countries and the G20. Among
other things, the fact that during his second presidency, one of Lula-led Brazil's main
foreign policy goals was to include Brazil as a permanent member of the UN Security
Council and to strengthen its global influence played a role in pushing the strategic
partnership into the background.®

Under Dilma Rousseff's presidency, even fewer results were achieved in the frame-
work of the Brazil-EU strategic partnership. The second Joint Action Plan, signed in
2011, did not bring much novelty either, it focused on previous general, multilateral
issues such as the protection of the environment, human rights, and the maintenance
of international peace. However, progress was made in science, the support of inter-
national exchange programmes between Brazil and the EU were included in the action
plan. No summit was held in 2012, and then the next two years focused on economic
interests and sustainable development.”” Brazil's domestic political problems also
played a major role in the loosening of relations. Under Rousseff’s government, the
Brazilian economy began to decline, driven by falling commodity prices and the 2014
FIFA World Cup, the cost of which exceeded 11 billion dollars™ and ‘put a significant
strain on the budget at a time when the economically more favourable years had
already passed'’'® In May 2016, Dilma Rousseff was removed from office by the senate
on the charge of ‘illegal redeployment between budget lines'® and was replaced by
the vice president Michel Temer. Temer changed Brazil's previous foreign policy and
expressed his intentions to strengthen economic relations with the USA, Japan and
the European Union again.?" Brazil's interests met with that of the European Union
again in 2016, and the EU’s Global Strategy, published in the same year, also included
improving relations with Brazil.??

The next election was won by Jair Bolsonaro, who steered Brazil's foreign policy
into a different direction once again. While close ties with South American states
had played an important role in the Brazilian foreign policy in the past, Bolsonaro
sought to strengthen links with the United States. He promoted liberalisation in his
economic policy, which helped the European Union conclude a free trade agreement
with the South American Common Market.?® Therefore the most important progress
in the EU-Brazil relationship happened in 2019. On 28 June, the European Union

6 Miriam Gomes Saraiva, ‘The Brazil-European Union strategic partnership, from Lula to Dilma Rousseff: a shift of focus,’
Revista Brasileira de Politica Internacional 60, no 1(2017), 3-8.

7 1bid.,10-11.

8 Monika Szente-Varga, ‘Brazilia az olimpia el8tt’ [Brazil before the olympic games], Nemzet és Biztonség 3 (2016), 121.

" 1bid., 122.

2 Annamaria Artner, ‘Brazilia korunk vilagrendszerében’ [Brazil in the world system of our time), Statisztikai Szemle 97,
no1(2019), 36.

21 Susanne Gratius, ‘Brazil and the European Union: from liberal inter-regionalism to realist bilateralism,’ Revista Brasileira
de Politica Internacional 61, no 1(2018), 5.

2 Poli, ‘European External Actions,’ 2.

2 Miriam Gomes Saraiva, ‘What Next for Brazil-EU Relations?' Brave New Europe, 05. 09. 2019. Available: https://
braveneweurope.com/miriam-gomes-saraiva-what-next-for-brazil-eu-relations (04. 05. 2020.)
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signed an agreement with the South American Common Market, which reinforced
the close political and economic ties between the two parties. Besides trade and
economy, another successful area of EU-Brazil relations is the issue of science,
technology as well as energy security and supply, particularly biofuels. These areas
are detailed below.

4. Economic, trade interests

One of the defining points of the strategic partnership is economic cooperation,
which is important for both parties. The trade between Brazil and the EU more
than doubled between 2003 and 2018.2* Besides, in 2018 the European Union was
Brazil's second biggest trade partner after China (in the case of the European Union
Brazil ranked the 11" in 2018).2° In terms of foreign direct investments, Brazil was
the most important destination for the EU member states’ investment in Latin
America.? In addition, the importance of Brazil in trade between the EU and Latin
America is well exemplified by the fact that this country accounts for 30.8 per cent
of total EU-Latin American trade (2016).2” Most of the Union's imports from Brazil
come from primary products such as food, beverages, tobacco and minerals. Brazil
is the Union'’s largest exporter of agricultural products. The South American country
primarily imports machinery, equipment, chemical products, and transport equip-
ment from the EU.?8 This is why the agreement concluded with Mercosur in 2019 is
of significance. This promises to be mutually beneficial, as the European companies
can gain important benefits in a market with significant economic potential, while
for Mercosur member states, this cooperation can bring about economic reform
and modernisation.??

5. Energy cooperation within science and technology
cooperation

This area is another successful part of the relationship between the European Union
and Brazil. Strengthening the energy cooperation between the two parties had
already played an important role when concluding the Strategic Partnership, especially
regarding biofuels. It is already stated in the 2007 document that the EU will seek
to increase energy efficiency cooperation with Brazil.*® The first energy negotiations
took place within the framework of the Strategic Partnership in November 2009,

# 'European Union," Ministry of Foreign Affairs, Brazil.

% ‘Countries and regions: Brazil,' European Commission. Available: https://ec.europa.eu/trade/policy/countries-and-re-
gions/countries/brazil/ (04. 05. 2020.)

% ‘European Union.’

" 'Countries and regions’; ‘European Union.’

% ‘'Countries and regions.’'

¥ 'EU and Mercosur reach agreement on trade,’ European Commission. Available: https://trade.ec.europa.eu/doclib/
press/index.cfm?id=2039 (04. 05. 2020.)

30 Communication from the Commission, 7-8.
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when general principles were formulated, such as the need for regular exchanges of
experience, technological consultations, and priority was already given to renewable
energy (including biofuels) and energy efficiency." A brief overview of the Brazilian
energy market is needed in order to examine the energy agreements between the
European Union and Brazil.

Brazil, the largest and most populous state on the South American continent, is
the eighth largest consumer of energy in the world and the third largest consumer
in America after the United States and Canada (2017). Furthermore it is the ninth
largest consumer of oil and other liquid fuels in the world and third largest energy
producer (after the USA and Canada) of the American continent with 3.36 million
barrels per day (2017).32

Brazil has favourable conditions regarding energetics, with significant reserves
in both renewable and non-renewable energy sources. This further strengthens its
regional leadership in the South American region. The importance of Latin America’s
largest state in the energy sector is well illustrated by the fact that according to 2018
year-end data, it has the second largest proven oil reserves in South America after
Venezuela (13.4 billion barrels),* and ranks third in terms of natural gas after Venezuela
and Peru.** Crude oil and natural gas together account for 57 per cent of Brazil's energy
consumption (2017).3° In addition to hydrocarbons, hydropower is hugely significant in
Brazil, supplying 28 per cent of the country’s primary energy consumption in 2017. Brazil
accommodates the world’s second largest hydropower plant, the Itaipu Dam, built in
1984 on the Parana River, on the border of Brazil and Paraguay. The remaining 15 per
cent of energy consumption was divided between other renewable energy resources
(8 per cent), coal (6 per cent), and nuclear energy (1 per cent).>

The EU-Brazilian cooperation is facilitated by the significant overlaps in the
energy policies of the two parties. An important point in the energy policy of both
the European Union and Brazil is to build a sustainable energy system, which is why
they put huge emphasis on renewable energy research.?” Brazil with its significant
energy reserves is regarded as an attractive partner by the EU, which covered
more than half of its energy needs from import in 2018 (58 per cent).> The issue
of energy security, which can be implemented within the framework of scientific
and technological cooperation, also played an important role in the Joint Action
Plan for the period 2015-2017 adopted at the 2014 meeting.** Undoubtedly, the

Carolina Guimaraes and Nadine Peifer, ‘Brazil: (Future) green energy power and strategic partner for the EU?' Com-

parative European Politics 15, no 1(2017), 8.

‘Brazil,’ Independent Statistics and Analysis, U.S. Energy Information Administration. Available: www.eia.gov/inter-

national/analysis/country/BRA (02. 05. 2020.)

3 BP Statistical Review of World Energy, 2019. 68 edition. Available: www.bp.com/content/dam/bp/business-sites/en/
global/corporate/pdfs/energy-economics/statistical-review/bp-stats-review-2019-full-report.pdf (12. 10. 2020.), 14.

3 ‘Brazil," Independent Statistics and Analysis.

3 Ibid.

% Ibid.

37 Todd and Carvalho, ‘Brazil - A New Global,’ 181.

‘From where do we import energy and how dependent are we?’ European Commission. Available: https://ec.europa.

eu/eurostat/cache/infographs/energy/bloc-2c.html (04. 05. 2020.)

3 ‘7th EU-Brazil Summit Brussels,’ 24 February 2014 Joint Statement, Council of the European Union. Available: www.

consilium.europa.eu/media/23829/141145.pdf (04. 05. 2020.)
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strongest cooperation between the two parties developed in the field of biofuels.
Brazil already has more than four decades of experience in biofuel production. As
early as the 1970s, the first attempts to produce sugarcane-based fuel began. Today
Brazil is the second largest biofuel producer in the world after the United States
(2018).%° In Brazil, biofuel production is mainly concentrated to the southern parts
of the country, especially in and around S&o Paulo. One of the biggest advantages
of Brazilian biofuel compared to the North American is that it is much cheaper to
produce, thanks to the favourable climate and the fact that Brazilians have tried
to plant varieties of sugar cane that can withstand infections. Furthermore, the
combined presence of relatively well-developed infrastructure and cheap labour is
an even greater advantage.”’

The mentioned Action Plan focused on renewable energy, as it was given a major
role in increasing access to energy and reducing poverty. Therefore, the EU works to
further develop its relationship with public, small, and medium-sized enterprises in
these sectors.*

Unfortunately, after 2014, there was no further summit between Brazil and the
European Union, nor was the Action Plan adopted in 2014 followed by a new one.
The Brazilian economic crisis and the political scandals, including the imprisonment
of Lula and the replacement of Dilma Rousseff, played a crucial role in this. However,
the EU-Mercosur agreement signed in June 2019 gave a new impetus to the trade
in biofuels. Under the agreement, the EU will import 650,000 tonnes* of ethanol
per year from the countries of the South American Common Market. Most of these
exports will be covered by ethanol from Brazil. From the aforesaid quantity, 200,000
tonnes of ethanol will be sent to the European Union as fuel, while the remaining
amount will be used by the EU for chemical purposes.**

6. Summary

The strategic partnership between Brazil and the European Union established in 2007
was the result of a long diplomatic process. Brazil was able to successfully emerge
from the deep economic crisis of the late 1990s and early 2000s and began to become
an increasingly global player under Lula’s presidency. The strategic partnership partly
served as a political reinforcement of this. The high-level meetings covered a num-
ber of important issues, not only in the two regions, but also internationally, such
as promoting the disarmament of weapons of mass destruction, the fight against
organised crime and corruption, ensuring a sustainable energy supply, and protecting

4 'Leading countries based on biofuel production in 2018,’ Statista. Available: www.statista.com/statistics/274168/
biofuel-production-in-leading-countries-in-oil-equivalent/ (03. 05. 2020.)

“1" Marcus Renato Xavier, ‘The Brazilian Sugarcane Ethanol Experience,’ Competitive Enterprise Institute, Advancing
Liberty, From the Economy to Ecology, 2007. no. 3. Available: www.cei.org/sites/default/files/Marcus%20Xavier%20
-%20The%20Brazilian%20Sugarcane%20Ethanol%20Experience.pdf (12. 10. 2020.), 6-10.

4 ‘7 EU-Brazil,' 10.

43 Javier Rico, ‘La UE rebaja la entrada de etanol desde Mercosur a unas cuotas inasumibles para la industria europea.’
Available: www.energias-renovables.com/biocarburantes/la-ue-rebaja-la-entrada-de-etanol-20190701 (04. 05. 2020.)

“ Rico, ‘La UE rebaja.’
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human rights. One of the most important areas was still the economic, trade and
energy agreements between them. The economic crisis that began in 2008 hit the
EU countries hard, so they were much more preoccupied with their internal concerns,
and Brazil's attention turned to developing countries within the so-called South-
South Cooperation. During Michel Temer's presidency, improving relations with the
Union were given a new role, coinciding with the EU's Global Strategy, which also
states that the European Union must improve its relations with its former strategic
partners, including Brazil. However, this was offset by a significant deterioration in
Brazil's economic indicators for the second half of the 2010s (compared with a steady
increase in GDP in previous years, it decreased by 3.54 per cent in 2015 and 3.3 per
cent in 2016), the unemployment rose significantly, from 6.6 per cent in 2014 to
11.6 per cent in 2016 and to 12.82 per cent in 2017,* besides that in 2016 the inflation
exceeded 10 per cent), which created further social and political tensions within the
country, and the Union also faced crises such as the 2015 migration crisis.

The two most successful areas of the strategic partnership are economic and
trade agreements and, within science and technology, the energy sector. For Brazil,
the EU is one of the most important trading partners, with trade more than doubling
since 2003. Most of the foreign direct investment from EU countries is also destined
for Brazil. The most important result of the strategic partnership is the EU-Mercosur
Free Trade Agreement concluded in June 2019, which promises economic reforms
and modernisation for the member states of the South American Common Market
(Argentina, Brazil, Uruguay, Paraguay). A deepening economic relationship would be
of high priority to Brazil, as it could lead to an improvement in employment, which
in turn could raise living standard within the country.

For the EU, which supplies more than half of its energy needs from import,
Brazil, with its significant reserves, can also be a promising partner. Renewable
energy research, particularly biofuels, will be given high priority in the Joint Action
Plans. The South American country is the second largest producer of biofuels in the
world, and the aforementioned agreement with Mercosur concluded in 2019 will also
boost this area between the EU and Brazil, as most of the ethanol imported by the
EU from Latin America comes from Brazil. The importance of South Americain the
energy sector is also shown by the fact that the global R / P (reserve / extraction)
ratio for crude oil in the world is the highest here, 136 years (2018).*” The above
value also confirms that the Latin American region has significant reserves, however,
current production rates are much lower (about one-fifth of crude oil production
in 2018)*¢ than in the Middle East region, which has the largest oil reserves in the
world. In the long run, however, this could even be favourable for South America.

*  GDP growth (annual %) - Brazil, The World Bank. Available: https://data.worldbank.org/indicator/NY.GDP.MKTP.
KD.ZG?locations=BR (05. 05. 2020.)

% Unemployment, total (% of total labor force) (modeled ILO estimate) — Brazil, The World Bank. Available: https://
data.worldbank.org/indicator/SL.UEM.TOTL.ZS?locations=BR (05. 05. 2020.)

47 BP Statistical Review, 15.

4 Ibid., 16.
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