The Rise of Brazil and the EU shift towards bilateralism: Can the EU maintain inter-regionalism in South America?
[image: image1.png]


 


Aalborg University

The Rise of Brazil and the EU shift towards bilateralism: Can the EU maintain inter-regionalism in South America?

The case study of MERCOSUR

[image: image2.png]AALBORG UNIVERSITET




In the aftermath of the post-Cold War era an important focus has been placed on the intensification of international relations as well as on the restoration of global governance enduring institutions. Regionalism and regionalization have been the well-worn answers to the question: how? Regional groups from different world regions started to innovate their relations on a forward-looking basis, and the EU has been central to the development of this new interregional phenomenon. This thesis sets out to test the EU commitment for inter-regionalism by looking at how the EU has strategically pursued it in Latin America’s South Cone region,  and at how this has subsequently worked in the bi-regional relations with Mercosur after the rise of Brazil. The thesis explores the neoclassical realist declination of the EU coherence between its regionally oriented strategy rhetoric and the EU bilateral actions, principally by drawing lessons from the EU's relations with Brazil, for the EU negotiations with Mercosur in particular. 
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ABSTRACT

Starting from the dynamics of the global context in which the EU relation with Mercosur is framed, this thesis explores the neoclassical realist explanation of the influence which the rise of Brazil has on the future of EU inter-regional approach towards Mercosur and how this new bilateralism coexists with the EU ambition of inter-regionalism as a pattern for global governance. Assuming that inter-regionalism cannot be explained only by following economic integration alone, we focus on the examination of the two patterns of external relation that the EU engages with both Mercosur and Brazil following the logic of their political goals in the aftermath of the Cold War era and on the influences these two types of political interaction have on each other in the global arena. Bilateralism and inter-regionalism represent competing but not necessarily mutually exclusive patterns of EU external relations. Thus, as Alan Hardacre properly put it in a few words: “the fact that the EU felt it necessary to address Brazil bilaterally on the political level, is indicative of its interregional failings. […] the EU has simply realigned its political relations with Brazil from the interregional to bilateral level” (Hardacre, 2010, 242)
.Despite the complex web of relations that the globalized contemporaneity serves us, the simplified state-centered approach of neoclassical realism can still guide us towards a number of key answers regarding the reasons behind the EU shift from inter-regionalism towards bilateralism after acknowledging the global importance of Brazil. Even if this theoretical approach takes into consideration very old elements of realism such as balance of power and power relations, the neoclassical realist theory - in a very relevant manner for our topic - seeks to explain what states try to achieve by analyzing interaction between regions at a systemic level. Some scholars, “the father” Waltz himself, rule these subjects out of bounds, due to their complexity: “theories”, he argues, “must deal with the coherence of autonomous realms […] because foreign policy is driven by both internal and external factors, it does not constitute such an autonomous realm” (Waltz, 1990, 71, in Brown, 1998, 145). Thus, neoclassical realists argue that a country’s foreign policy is driven first and foremost from its position in the international system and from its power capabilities. In the support of this assessment, the neoclassical realists come with a note in Thucydides’ formula: “the strong do what they can, and the weak suffer what they must.” (Brown, 1998, 147) Who is who in EU-Brazil political game and where does this leave the possibility of an EU–Mercosur inter-regional “contract sealing”?

Chapter I: Introduction

Regional actors in a post-hegemonic era?
If the EU lacks a compelling reason to pursue an interregional strategy

 towards a region […] which already has its own regional institutions, 

how viable could inter-regionalism really be as a more general strategy?  

(Aggarwal. and Fogarty, 2005, 327-346 )

In this chapter we will present in short the political reasons of EU-Mercosur regional interaction, the emergence of the new power of Brazil as an intra-regional giant and the use of inter-regionalism and bilateralism by the unitary actors as foreign policy tools.  The latter element will be further interrogated in the following chapters, as a response both to domestic imperatives, such as perception and identity, as to external systemic constraints and opportunities. 

Starting from the EU and Mercosur interaction seen as an interrelation between units we will try to identify the particularities as well as the one-size-fits-all prescriptions for inter-regionalism, followed by a short presentation of the EU foreign policy towards Brazil, acknowledged as an integrationist vector inside Mercosur inter alia. Both interregional as bilateral dynamics between the EU-Mercosur-Brazil triangles of power and strategy will draw the ground of our investigation area.

In order to obtain a well shaped area of investigation, we will advance in presenting its delimitations and by doing this to better prepare the ground for launching the main question of this research, namely the problem formulation. Based on this question we will shape the analysis of the topic which will hopefully allow us to formulate the conclusions of our investigation. In the end of this first chapter we will present the proposal we have for the methodological approach as well as a short description of the following sections of the thesis. 
1.1. HISTORICAL BACKGROUND

The EU and the Southern Cone Market (Mercosur), the world’s most advanced regional polity outside Europe, are trying to reach an interregional agreement since their first bi-regional Summit in Rio de Janeiro in 1999. 

Mercosur (Mercado Común del Sur) is the original cell of South American integration and today the 5th economy of the world, is the product of the conscious strategic alliance of the regions two dominant economies: Argentina and Brazil. Originally a free trade agreement and customs union between Brazil, Argentina, Uruguay, and Paraguay (1991), the bloc has today a strong political and social dimension, including cooperation and agreements in the areas of security and defense, human rights, and culture.  
 EU and Mercosur are describing themselves as being “natural allies linked by strong historical, cultural and economic ties” (Commission, 2008, 5), however this did not help much the bi-regional talks which faced several deadlocks since then. Both regional actors faced different challenges going through many phases of their relationship during the past 12 years, but they continued to pursue close cooperation at international level and to maintain an intensive political dialogue at different levels. Regionally and sub-regionally, the EU is still pursuing to conclude an Association Agreement (AA) with Mercosur. At the bilateral level, the cooperation with countries from the region combines a flourishing network of Association Agreements with Mexico and separately with Chile and Strategic Partnerships with Brazil and Mexico.

1.2. PROBLEM AREA

1. 2.1. Political reasons of EU-Mercosur regional interaction

When Mercosur was created, the promotion of regional integration across the world had already become a priority for the EU foreign policy (Hettne and Soderbaum, 2005, 54). As a consequence, Mercosur represented probably the best opportunity for the EU to export its model in the world and an attempt to promote its role as a “civilian power” (Freres, 2007, 64).  Looking at the situation from this angle, we must agree with the fact that the EU interest in promoting regional stability and democratic consolidation in the region is considered to be an instrument to protect its own values. (Carranza, 2004, 8) Young considers that the EU has tried, through its policy towards Mercosur, to asses its capacity to exert a global influence. (Youngs, 2002, 111-112)

Twelve years after its announcement, the ambitious goal of the EU and LAC Bi-Regional Strategic Partnership regarding an AA between Mercosur and the EU, presented at the first Summit in 1999 in Rio de Janeiro, remains unfulfilled. While the EU bi-regional association with Mercosur was a political decision, and the industrial interests of the EU were in favor of a deeper relation with Mercosur, the agricultural interests were always against (Bajo, 1999, 8)
.   

In order to develop the previously mentioned idea, we must add on the one hand that trade liberalization would be expensive for the EU as Brazil and Argentina are very competitive in some of the most protected branches of the EU. On the other hand, it must be said that the great advance of European investments and exports to Mercosur has determined a growing interest of the internationally competitive industrial sectors for deeper institutionalization of the economic relations. Moreover, there were further private interests within the institutional framework of the EU which contributed to trade liberalization.  For example, the EC favored strongly trade liberalization and particularly an inter-regional association agreement because this offered a vast range of bureaucratic opportunities to the EC and it fostered the advance in the reform of the agenda regarding the internal development of the EU. (Faust, 2002, 4)
Furthermore, the international context has also influenced the EU in its interaction with Mercosur.  Firstly, we consider it is important to state the fact that EU’s trade strategy towards Mercosur is to be interpreted as a response to the growing American influence in the Cono Sur area. The EU feared the possibility that the US and Latin America, including Mercosur, would create a “megaregion” that would cover the whole Western Hemisphere and would be based on the liberalization of trade. (Valle, 2008, 11) Therefore, through its trade strategy the EU has attempted to increase its economic power and also to promote the ideas of regionalism and inter-regional relations. This translated into the political interest of the EU to help Mercosur increase its coherence and to build a highly institutionalized relationship with this group so as to further its idea of a new world order to the other international players.(Faust, 2002, 4)

In addition to these ideas, in the circumstances of the stagnating global liberalization process within the WTO in recent years, trans-regional and inter-regional strategies have become attractive as next-best strategies. Thereby, inter-regional relations between EU and the Common Market of the South reflect this general trend of governments and firms to institutionalize their relationships across regions. (Faust, 2002, 3)

We consider it is highly important that this presentation of the EU-Mercosur relations should not ignore the natural ties between the two regions which extend for many decades, stemming from the European colonization of the Mercosur countries and from large periods of immigration from one side to the other. The traditional links between the two regions determined similar historical, political, economic and cultural customs as well as common political values, international laws and the respect for human rights, democracy and good governance. (Kanner, 2002, 2)

Nonetheless, regardless of the natural historical bonds between the two groups, we need to question also whether or not Europe has abandoned its inter-regional aspirations concerning Mercosur owing to Latin America, and particularly Mercosur’s failure to fulfill expectations in terms of economic development, democratic consolidation and international insertion. As previously stated, the regional relations between the two sides have been severely affected by the transformations on the international scene. We must also add the fact that Mercosur has an intermediate position in the world, probably not being sufficiently prosperous to be a full EU partner at the moment. (Sanahuja, 2005, 1-2) All in all, there are several political interests when considering the inter-regional cooperation between the two parties both for the EU and for Mercosur; however, there are also numerous issues hindering a closer regional partnership between the two. 

1.2.2. The emergence of the new power of Brazil as an intra-regional giant 

A concern for Brazil development and the spread of cosmopolitan values is rather revealing the realist tendencies or self–interest of the EU, which was particularly shifting the emphasis in the bilateral partnership from aid to trade, and towards increased political conditionality. (Barder, 2006, 25) 

In Brazil, constitutional checks and balances also limited the state’s responses to external stimuli under Lula; yet, when these responses were implemented they were heavily forceful owing to greater resource capacity, accumulated during the several checks of constitution. The new bilateralism proposed by the EU is a consequence of domestic politics and external pressures, as evidenced in their Startegic Partnership. These findings make a contribution to advancing the analysis of Brazil emerging powers in the region, its trajectory and intentions in the case of EU-Mercosur relations, as well as the extent to which governing parties can influence foreign policy outcomes, and under which conditions.

In two decades of democratic governance and financial stabilization, the Brazilian society has changed thoroughly, leading to high economic growth rates, the augmentation of the middle class and increasing optimism and enthusiasm regarding the country’s future and its position on the global stage. Its most popular leaders, Cardoso and Lula have helped it achieve macroeconomic stability, social inclusion and international prominence up to the point that it became the 7th largest economy of the world, with a high level of international activism. (Cabral, 4)

On this background it is perhaps easily understandable that Brazil would use Mercosur as a political and economic alliance to confront other powers and especially the US in the FTAA and the WTO, and the EU in the EU-Mercosur context and the WTO. Given the fact that the Brazilian market represents the economic centre of the region, Brazil’s neighbors rely on it as the main space for exports and investments. Inside the Mercosur region, the smaller countries, namely Uruguay and Paraguay accepted a stronger level of supranational governance, while
Brazil, as a big country found this unacceptable. (Klom, 2003, 252) Brazil’s immediate goal in Mercosur is the creation of a common market in goods, services and capital, which was fulfilled in proportion of 95% during the transition phase (1995-2001), even though some industries were excluded from this process, being subject to special regimes. (Klom, 2003, 253)

As for its position of intra-regional giant, Brazil’s former president Lula da Silva (2003-2010) started to strengthen the state’s position as a global player using the South American region as its “springboard”. However, despite the efforts made by the Lula government to strengthen regional integration in Mercosur, integration has stagnated. (Wigell, 2011, 3) The stagnation of this process was based on many factors such as domestic issues compromising the development of Mercosur, the 1990’s economic turmoil and the lack of fiscal policy coordination. Unfortunately, Mercosur member states have tried to deal with issues on their own, pursuing individual solutions to the crisis. Furthermore, it needs to be said that there has never been a clear consensus on the shaping of the regional integration process and there are certain interest groups which are still opposed to it. Supranational institutions in Mercosur are still in an embryonic stage which makes integration even more difficult. (Saraiva, 2004, 20) In these circumstances, it is not hard to figure out why the single market of the Southern Cone has not been fully accomplished yet. 

In these conditions the EU interest in the bloc has also diminished, being replaced by some sort of skepticism regarding their regional integration. Another factor delaying the conclusion of the EU-Mercosur Inter-regional Association Agreement is the lack of consensus between the two regions on trade liberalization of certain sensitive items, because the items left out of the proposals by the EU were exactly the ones that most interested Mercosur and vice versa. (Kume, 2004, 01) In conclusion, reaching the association agreement proved to be more difficult than expected and in these conditions EU’s interest reoriented itself towards the separate members of Mercosur, and particularly towards Brazil.

♦ Position of Argentina - Brazil, Argentina and MERCOSUR

For Brazil, Mercosur is the cornerstone of regional integration; and within Mercosur it is Argentina which takes precedence. The relationship with the strategic partner is somewhat of a stabilizing axis for the region; notwithstanding Argentina's reticence to accept Brazil's "global rise" and historical commercial disputes between the two, under the Cristina Kirchner government the country seems more at ease with the gains that could be made from Brazil's protagonist role. It is worth noting that Dilma Rousseff's first official visit as President was to Argentina.

In order to assume effective leadership in Mercosur, Brazil needs to nurture its relationship with Argentina because without Argentina, acquiring deeper coordination between Mercosur countries will be even more difficult. That is why Dilma Rousseff expressed her wish to improve Brazil’s relationship with this country. Furthermore, in its attempt to represent an efficient leader of South America, Brazil must necessarily rely on its ability to convince its neighbors that it does not seek “imperialist” interests or intentions. As a result, Brazil must take into consideration its neighbors interests and connect more strongly with regional institutions, something which has not been completely approved of by the country, whose attitude and implication in the regional institutions has so far been contradictory, especially towards the institutions which would restrict its autonomy. (Wigell, 2011, 4)

1.2.3. The use of inter-regionalism and bilateralism by the unitary actors as foreign policy tools

In her study dedicated to inter-regionalism, Julie Gilson explained and proved that inter-regionalism represents a method of justification and enhancement of a region’s legitimacy and efficiency as a global actor, for the further promotion of other regional or inter-regional dynamics. (Gilson, 2007, 4) This assumption matches the case of EU very well, in fact the two authors studying this kind of process, Soderbaum and Langenhove, referred specifically to the case of EU and the nature of its partnerships, indicating towards a potential shift towards a world order dominated by inter-regional relations. (Gilson, 2007, 4)

In order to offer a more detailed overview of the many uses of inter-regionalism we find it important to specify that inter-regionalism is, in the view of many scholars a means of balancing power among the key economic regions of the world, and in our case the EU region and Mercosur region. (Stubbs, 1998, 68) Thereby, inter-regionalism emerged from the necessity of pooling together the resources and capabilities of two regions in order to face external economic realities and particularly challenges. From a systemic point of view, EU foreign relations with other regions are considered to be part of a “new triad”. (Roloff 1998; Hanggi 2000, 9) 

Furthermore, the EU uses inter-regionalism as a mechanism for trade management (Aggarwal and Fogarty, 2004) and for institutional proliferation. When analyzing the EU-Mercosur arrangement, Santander argued that their inter-regionalism fosters and legitimizes trade liberalization, deregulation and privatization (Santander, 2005, 292) In addition to this, region-to-region relations benefits the market opening strategies of the EU and ensures “comprehensive social and economic development” (Söderbaum et al, 2005, 371) From this perspective, it can be concluded, that inter-regionalism represents a functional tool of the EU foreign policy. (Gilson, 2007, 11)

Moreover, the EU uses inter-regionalism as projection of stability and promotion of its development strategies. For instance, the fight against terrorism, anti-trafficking initiatives are increasingly led and carried out by collectives of states, or regions, for a better development of these initiatives. (Gilson, 2007, 12)

1.2. PROBLEM FORMULATION

On the background of past and ongoing economic issues, the absence of fiscal policy coordination combined with the incipient state of supranational institutions of Mercosur, which are all hindering the appropriate development of this region, the further cooperation and integration of Mercosur stagnated. In these circumstances, a lot of the EU interest in this region scattered, the latter becoming increasingly interested in the new emerging power of the region, namely, Brazil. This country became after two decades of democratic governance during which the Brazilian society practically transformed itself, one of the largest economies of the world, ranking in the top 10, and being part of the newly formed BRICs, comprising the 4 emerging new powers of the world: Brazil, Russia, India and China. Therefore, it became increasingly interesting to study Brazil’s implications on the worldwide stage and most importantly its impact on the EU-Mercosur inter-regional partnership. Consequently we have decided to focus our dissertation paper on the following problem formulation:

Why has the EU shifted from emphasizing inter-regionalism towards Mercosur to bilateral relations with Brazil? 
1.4. DELIMITATIONS

As theory we propose neo-classical realism. This is certainly useful in the attempt of explaining stagnation in integration and the deadlocks in achieving an outcome for inter-regionalism. According to neoclassical realism foreign-policy is limited by the policy-makers perceptions and responses to external threats and opportunities by the domestic institutional structure, as well as by external threats and opportunities. To some extent, this theoretical approach can certainly contribute to explaining why it is so difficult to maintain inter-regionalism, which, at least de facto, restricts sovereign interests that can be better pursuit bilaterally. However, this approach fails to examine other types of integration, in particular, economic integration.

Therefore, the economic details of the Association Agreement which is under negotiation between the EU and Mercosur will be hardly touched through this approach.  For instance, analyzing and thus giving explanations on why trade negotiations and binding agreements take place will not be discussed in our context.

Given the fact that our main focus is represented mainly by the political relations between the EU and Mercosur and the impact that Brazil’s emerging power has on the inter-regional partnership established between EU and Mercosur, our analysis will be concentrated on the political agreements signed between these parties, leaving aside economic issues, particularly trade-related issues. As previously stated, by looking through the neoclassical realist perspective, it is not possible to explain the trade related issues concerning EU-Mercosur-Brazil relation that is why this aspect will not be analyzed or explained.

Furthermore, considering the fact that in the triangle of relations between EU, Mercosur and Brazil, the involvement of Uruguay and Paraguay stays embryonic their position in this equation will not be considered. 

1.5. METHODOLOGY

We will make a case study on EU-MERCOSUR bi-regional relation failures/deadlocks as well as on the influence Brazil emerging role in the region had on this in the descriptive chapter of our dissertation (see Chapter III). Therefore, we will first, analyze the EU and Mercosur as global actors and we will explore the neoclassical explanation on their objectives and strategies in pursuing interregionalism and try to build a matrix applicable for the current deadlock with Mercosur from the EU objectives and strategies towards Brazil as a new regional power. By analyzing the context that lead to bilateral continuation with EU-Brazil on some of EU-Mercosur interregional failings, we will explore the neoclassical answers to our main question of research: “Why did it become so difficult for the EU to keep its interregional approach towards Mercosur?” As Fredrik Söderbaum and Luk Van Langenhove early explained it in 2005: “Interregionalism is related to changes in world order and needs therefore to be historically situated” (2005, 3)
. The authors suggest that interregionalism needs to be related both to globalisation and to the restructuring of the nation–state, but above all to ‘the regionalist movement’ (Ibidem). 

Since the EU has gradually been studied during the past years as a special type of international actor we will apply the same perspective. Thus we do not forget that despite this growing academic approach, efforts to understand and explain the actions of the EU as a political actor still face different kinds of complicating factors. In this respect, Rafaella Del Sarto argues that the Union's external relations are a phenomenon extremely complex, given its wide range of policies, actors, institutions and decision-making levels. Second, the literature on this matter is still very fragmented. In fact, much of the work of academics tends to focus on specific sub-fields of action or to focus on EU policy towards some geographic region or particular actors. Third and perhaps more importantly, the EU's external relations pose a major challenge to theory (2006, 1). And indeed, most efforts to conceptualize the EU external activities have covered a spectrum ranging from European Integration Studies to the discipline of IR. Using the lens of neoclassical realism the EU will be interpreted in our thesis as a unitary actor and the analysis will follow the EU policy towards Mercosur as a specific region and how is it explained by the recent policy towards Brazil as a particular key actor.
Del Sarto, Raffaella, "Interfacing with the European Union International Relations", The International Spectator (1/2006).

In the second section of our methodological approach we will explore answers and limits of neoclassical theoretical framework. Central to the analysis will stay the examination of the role of governing parties in foreign policymaking, both as key factors in determining policy, as also the sources of ideational constructs, in this case ‘interregionalism’, that have a bearing on foreign policy.

We will apply neoclassical realism as the general ontological framework for this thesis. We will, therefore, analyze how the foreign policy of the EU (the dependent variable) was shaped by the international rise of Brazil (the independent variable) but considerably influenced by domestic politics in both Mercosur and the EU and the systemic pressures of the international context (intervening variables).  Consequently we will investigate whether and how these factors have determined the EU strategic shift from inter-regionalism towards bilateralism. These three parts of our analysis are very different but can be argued to be the view provided by the neoclassical realist lens because the analysis structure is a result of the general neoclassical ontology that we apply to the empirical description. Hereby we try to cover the important variables of neoclassical realism from respectively a rationalist point of view but we will also provide answers whether the approach can properly answer to our investigation question. 

1.5.1. Method 

The case study method

In our paper we have chosen to use the case study as a study method, as we consider it to be the most adequate study method to our approach given its suitability for qualitative analyses, where the investigator has little control over the events. As a research method, the case study is incomparable to any other research method, due to its ability to take account of a single or complex research question within an environment rich with contextual variables. (Schell, 1992)

A case study can be defined as “an empirical inquiry which investigates a contemporary phenomenon, within its real-life context when the boundaries between phenomenon and context are not clearly evident and in which multiple sources of evidence are used” (Schell, 1992) We consider it is essential to add the fact that a case study is suitable for investigation of contextually rich events or phenomena, particularly those which may be examined using “how” or “why” questions, where the researcher can exercise little control and which focus on contemporary rather than historic data. 

Case studies usually concentrate on specific examples of a social entity within its normal context and provide descriptive accounts of one or more cases. Despite the popular belief that case studies can only use qualitative information, we must specify the fact that they are not limited to this, but they can also use quantitative data. (Schell, 1992) The sole extra argument which must be added is the fact that they are more suitable for qualitative analyses, than quantitative ones. 

However, there are several critics of the case study method, who argue that this research method is only useful in an exploratory phase of a hierarchically arranged research programme. (Miles, 1979)

There are several types of research strategies, according to the types of research questions addressed in the study, and these are: exploratory studies (‘What’ question), explanatory studies (‘Why’ or ‘How’ questions) and the descriptive ones. 

Of these three types of research, we have chosen the explanatory case study, which examines the data closely both at a superficial level and at a profound level in order to explain the phenomenon in the data. Moreover, explanatory case studies can be used “to investigate certain phenomena in very complex and multivariate cases”. (Zainal, 2007, 3) 

Case studies can use both primary and secondary documentation as resources, adding to this the possibility of direct observation and systematic interviewing. All in all, it has the capacity to analyze a subject from various perspectives, taking into consideration a wide range of materials and evidence. (Schell, 1992)

1.5.2. Methodological Strategy 

The interpretative approaches to matters of political sciences concentrate on the meanings that shape actions and institutions and the way they do so. Epistemology raises the question of “how do we know what we know regarding this issue?” and the interpretative theories are the ones that bring the answers to that question. According to the interpretative theory approach, the meaning of issues in political sciences is the one that matters most, enabling us to understand human affairs properly. The interpretative theory uses concepts such as logical progression, the structural links between concepts and power in order to explain meanings. In other words in their study of actions, practices and institutions they analyze beliefs, ideas or discourses. (Bevir, 2002, 2)

Interpretation is necessary in political sciences, but the subjectivity and relativism of this type of approach must also be taken into account. Considering the fact that people act on beliefs and preferences, and we don’t have evidence of those beliefs, there is no causal necessity to link beliefs and actions. Nonetheless, we can still explain social and political action by pointing out the conditional links between beliefs, aims, intentions and actions. (Bevir, 2002, 6)

 As a result of this, our paper will concentrate on EU bilateral relationship with Brazil and how this one stalemated talks with Mercosur, paving the way for further bilateral negotiations. We will try to analyze whether this would certify the failure of the EU strategy for support of regional integration and the emergence of a new one based on bilateral approaches. Interpreting the three parties’ intentions, goals and last but not least, actions, we hope to be able to explain the stagnation of Mercosur-EU inter-regional partnership.

Moreover, we will try to study the new dynamics of integration in Mercosur. The Brazil, Argentina and the EU positions towards bi-regionalism will also be explored.

In addition to this, the EU’s interests regarding inter-regionalism with Brazil will be also questioned as within the EU there are different positions with respect to inter-regionalism with Mercosur. The situation concerning Spain interest after Repsol incident, the French elections and new EU attitude towards previous “Mercozy” arrangements will be detailed as well in the analysis.

1.6. Synopsis

In the following lines we shall briefly present the chapters of the present paper, in order to provide the reader with an overview of the entire paper. Our thesis comprises five chapters: the introductory chapter, the theoretical chapter, the descriptive chapter, the analytical chapter and last but not least, a conclusive chapter. 

At the beginning of the introductory chapter we have depicted the historical background of the EU-Mercosur relations, followed by the problem area subchapter which explores the political reasons of the EU-Mercosur interaction, presents the emergence of the new power of Brazil as an intra-regional giant and develops the concepts of inter-regionalism and bilateralism as instruments of foreign policy. After this, the problem formulation of the paper is laid down, followed by the delimitations of this thesis and a methodological subchapter. In this section the case study method was shortly described as our main method of investigation, after which we set the methodological strategy we planned to pursue.

Our second chapter explores the realms of the neoclassical realist theory, starting with the definition of the main concepts used in the paper and continuing with the limitations of other theories to our problem formulation and an argumentation of our choice of theory, the NCR approach. After this, we give a brief account of the NCR core assumptions and demonstrate their relevance to our subject. Before laying down our theoretical framework, we add also a complementary theoretical approach to our topic, namely the complex interdependence theory and its main characteristics relative to our problem formulation.

We started the descriptive chapter of our thesis by presenting an overview of the EU-LAC historical background and current relations, followed by a more detailed record of the EU-Mercosur relations, emphasizing their political relations, the negotiations for an AA between the two parties, the various changes in the EU context affecting the negotiations and the external factors influencing the EU-Mercosur inter-regionalism. In addition to this, the emergence of Brazil as a valuable partner for the EU is largely presented, underlining in this matter the bilateral relations between the EU and Brazil, their political dialogue, their main spheres of cooperation and the trade perspectives of their cooperation. The last subchapter develops the reasons that lay behind the strategic partnership between the EU and Brazil for both of them and the importance of this type of relationship.

The analytical chapter explores the neoclassical realist explanation to the shift of the EU foreign policy from inter-regionalism with Mercosur to bilateralism with Brazil by pointing out the three variables of this theoretical approach. The first variable presents the relative power of Brazil as the most significant fact which sets the change from inter-regionalism to bilateralism into motion while the second variable depicts the domestic situation in Mercosur and its effects upon the EU-Mercosur relations, the influential changes in the EU structure and the systemic pressures affecting the EU-Mercosur relations. Last but not least, we lay down the contribution of the complex interdependence theoretical approach to our topic.

The last chapter is represented by the conclusions, where we stress the achievements and setbacks of the neoclassical realist theoretical approach to our problem formulation.

Chapter II: Neoclassical Realist Theory

Is there any neoclassical realist explanation for inter-regionalism?

With the intensification of economic and technological globalization after the Cold War, the world became a place where through the promotion of ideas of democracy and human rights, a number of large opportunities had been created for some of the developing states providing them with the possibility to speak with a stronger moral voice on many of the world’s most pressing issues. The relaxation of economic barriers and the liberalization of worldwide economies during the 1990s ushered in a period of phenomenal growth for countries such as India, China, South Africa, Mexico and Brazil (Moore, 2011, 18).

Starting from this global frame we will try to enclose in our analysis one of this century’s emerging powers- Brazil as a regional phenomenon. Little attention will be paid to the economic dimension, with the exception of those highly strategic areas of foreign policy and how, Brazil conducted them outside the domain of economics. We will explore the neoclassical approach to what is an emerging power, what are the domestic decision-making environments that condition the rise of these powers and what are the external opportunities and constraints.

The EU commitment to its model of good governance will also be set to test by analyzing the EU-Brazil and the EU-Mercosur relations as a shift to bilateralism from the inter-regionalist strategy of global governance. The dynamics of the EU recipe of governance through partnership, compared and explained, will be explored under the neoclassical assumptions following the manner they are able to offer a proper answer to our problem formulation. Of course we will not stay loyal to the answers provided by this type of approach; we will also set the line until where neoclassical realism can follow these two complex relationships. The explanations for the shift of EU strategy are actually the ones for our problem formulation, but besides answering to this main question, we will also explore to what extent the neoclassical realist approach can explain the difficulties the EU encountered in developing its regional strategy towards South America in general and Southern Cone in particular. 

Our approach will see the EU as a one of the regional entities, one among several regions and therefore just one more case of global regional integration process. The master proposition is that for this type of region which shares an interest in  promoting at global level the way it works to the other phenomenon from the same category it became difficult during the past years, and we will investigate why, under the core assumptions presented in the previous sections.  

2.1. DEFINITION AND DESCRIPTION OF GENERAL CONCEPTS

       Without defining the main concepts of this theoretical approach we have nothing to pass on except a mass of descriptive material waiting for a predefined order, or better said a point around which all the ideas could converge.  We therefore believe it is essential to define the main general concepts we shall use and explore during our investigation. Of all the notions laid down in our dissertation, we would have to set all the talks around the main phenomena that would be reflected by the following six central concepts related to EU-Mercosur/Brazil relations: globalization, regionalism and regionalization, inter-regionalism, bilateralism and good governance.

The study of “globalization” as a new realm of research became possible after the end of the Cold War, which had been predicted by Francis Fukuyama’s well known essay: “The end of history” in 1989. The much controversial essay stressed the idea that liberal democracy as a system of governance has won an “unabashed victory” over the other ideologies of the world, up to the point that it has become the only legitimate ideology left. Fukuyama describes liberalism as “the final form of human government”, idea which created the basis for the trendiest concept of the beginning of the 21st century, namely globalization. (Weber, 2005, 104)

Of the multitude of definitions given to this term throughout the years, the one we consider to be the most relevant to our approach is the neo-liberal expression of globalization. Thus, the neo-liberal theory considers international economic processes as harmonious in which economic exchanges spread wealth and improve the quality of life for all those who participate. Moreover, economic benefits determine political benefits through the spread of freedom, justice and liberal democratic institutions. According to the neo-liberal theory, globalization expresses itself through the following three processes: economic liberalization (free trade), political democratization and cultural universalization. (Weber, 2005, 105)

In recent times, globalization has transformed the world into a more complex place as it enabled an increasing interconnectedness of the economic, technological, political and cultural domains of different nations. (Brahm, 2002, 1)

In a globalized world the economic role of regions and regionalisms across the globe is increasingly important. According to Andrew Hurrel, regionalism represents “a mental and/or physical orientation towards forming a regional identity, predicated on the assumption that such an identity would lead to further regionalization (creation of regional entity, closer cooperation and/or integration), which in turn would promote the peace and welfare for people living in the region”. (Bono, 2002, 118) Unlike regionalism, regionalization can be defined as the “process of charge from relative heterogeneity and lack of cooperation towards increased cooperation, integration, convergence, coherence and identity in a variety of fields, such as culture, security, economic development and politics, within given geographical space”. (Bono, 2002, 118)

First and foremost, we believe it is highly significant to stress the fact that inter-regionalism is a new and perhaps insufficiently studied area whose meaning is still unclear and shifting. However, given its relevance to our topic, we must try to define it as best as possible. Therefore, we will present the definition that Hanggi gave to this concept, which is “a process of widening and deepening political, economic and societal interactions between international regions”. Analyzing this concept through the constructivist theory, it must be emphasized that inter-regionalism contributes to the further development of regional identities through the interaction with other regions. In conclusion, the success of inter-regionalism is determined by the level of integration of counterpart regions. (Allahverdiyev, 2008, 9)

Bilateralism represents the political, economic or cultural relations between two sovereign states. There are multiple examples of bilateral treaties such as free trade agreements signed between various states. We find it worth mentioning the fact that there is an ongoing debate concerning the accomplishments and importance of bilateralism versus those of multilateralism. Jacob Viner argued in 1950 that bilateralism determined trade creation, but, the multilateral approach of the GATT/WTO system claimed that it instead favored trade diversion. (Reich, 2009, 3) The academic community is generally critical towards bilateralism, considering that it determines a “spaghetti bowl” of trade arrangements which creates divisions, lack of uniformity and unpredictability of the trading system and allowing stronger countries to take profit of the weaker ones. (Reich, 2009, 4)

Considering the present issues that nowadays society is confronted with, such as misuse of power, fraud, corruption, bureaucracy, especially in the developing countries, the concept of good governance becomes more and more appealing as a solution to the present situation. Thus, the notion of good governance represents the efficient administration in a democratic framework, oriented towards development and the improvement of the living standards. Good governance also implies the ability of the political and administrative system to deal with various challenges and their capacity to legitimize new values for greater efficiency, legitimacy and credibility of the system. (Srivastava, 2009)

2.2. LIMITATIONS OF THEORIES: NEO-LIBERALISM, NEO-REALISM and SOCIAL CONSTRUCTIVISM 

With regard to the present thesis we have chosen two rational choice theories to support our analysis as we consider this type of theory the most relevant and useful to our approach. Rational choice theory has its origin in economics, and it is arguing that the choices made by buyers and sellers are the best ones considering their objectives and all the relevant factors that are beyond their control. (Green, 2002, 3-4)

 Furthermore, rational choice theory assumes that humans are self-interested, short-term maximizers, whose actions are fundamentally rational and who calculate the possible costs and benefits of any action before making a decision. We consider this type of theory extremely useful in our context as we assume as well that the EU is developing its external relations strategy in a rational way, considering the costs and benefits of inter-regionalism as opposed to bilateralism in its relation with Mercosur and Brazil. (Scott, 2000, 1)
2.2.1. Neo-liberalism

One of the most important theories that rely heavily on rational choice is neo-liberalism which represents a revival of Adam Smith’s liberalism, considering the market to be a “self-regulating” system. According to Munck, neoliberal economic theories argue that the most essential purpose of an economic system is the efficient allocation of resources and the most efficient way to allocate resources goes through market mechanisms. Therefore, the intervention of government agencies into the economy is undesirable as intervention can undermine the logic of the marketplace and reduce economic efficiency. (Thorsen, 2009, 8) Furthermore, neoliberalism has a great influence over the contemporary debates regarding international trade and reforms of the public sector.

A more recent definition of neoliberalism, offered by David Harvey in “A Brief History of Neoliberalism” states that: “Neoliberalism is in the first instance a theory of political economic practices that proposes that human well-being can best be advanced by liberating individual entrepreneurial freedoms and skills within an institutional framework, characterized by strong private property rights, free markets and free trade. The role of the state is to create and preserve an institutional framework appropriate to such practices. […] But beyond these tasks the state should not intervene. State interventions in markets (once created) must be kept to a bare minimum because, according to the theory, the state cannot possibly possess enough information to second-guess market signals (prices) and because powerful interest groups will inevitably distort and bias state interventions (particularly in democracies) for their own benefit” (Harvey, 2005, 2)

With regard to our problem formulation, this theoretical approach cannot help us in our attempt to analyze a potential shift from inter-regionalism to bilateralism in the EU foreign relations strategy as it emphasizes private property rights, free markets and free trade rather than the external and internal stimuli in the framing of a certain foreign policy. A theory focusing on the individual economic freedom and on the complete abolishment of government implications in the economic and trade sphere does not prove to be useful in the context of our paper, as it does not relate enough to our problem formulation so as to be included.
2.2.2. Neo-realism

Neo-realism represents another theory worth mentioning which is reliant on rational choice. The most significant neorealist was Kenneth Waltz, who’s “most fundamental contribution was his emphasis on the international system as an active and autonomous causal force” (Waltz, 2002, 202). However, Waltz’s theory is criticized because it contradicts itself to a certain extent. Even though he considers structure and units mutually affecting he develops a theory in which structure alone is the causal variable. (Humphreys, 2006, 8) Moreover, even if this theory tries to make some assumptions regarding states’ motivations, it does not pretend to explain their behavior in great detail or in all circumstances.  For the above mentioned reasons, Waltz’s neorealist theory does not qualify as useful enough for our problem formulation because it has a lot of limitations.

The neo-realist main assumption is that international politics can be understood by analyzing the effects of unit-level (state) interactions coupled with the effects of the international system structure. In addition to this, neo-realists, rather than seeing power as an end in itself (like realists do), regard power as a useful means, which can advantage or disadvantage states. Weakness may determine an adversary attack while excessive strength may provoke other states to increase their military power. Power is a potential useful asset, which must be possessed in appropriate amounts. In the neo-realist theory, power represents the combined capability of a state, whose distribution across states (and changes in that distribution) defines structures (and their changes, as explained above). Nonetheless, neo-realists have been ascribed the fact that they did not compile an objective power measuring system. (Waltz, 34-36)

However, there are many voices criticizing neo-realism because of the scantiness of its definition of the international structure. Barry Buzan is wondering whether neo-realism captures “the main features of the international political system” and he concludes that it does not as dynamic density, information richness and communication facilities cannot be part of Waltz’s systemic theory. (Buzan, 30) Furthermore, according to the neo-realists, the structure mediates the outcomes that states produce. Depending on the internal and external changes in the context, states and structures have more or less causal weight. Therefore, the relative significance of different levels makes room for ambiguity which cannot be resolved since structures affect units just as units affect structures. (Waltz, 36) To conclude, we consider the neo-realist theory as insufficiently adequate and precise to serve the purposes of our problem formulation because of its limitations and ambiguities. 

2.2.3. Social Constructivism

Among the IR theories, even though more modern, we consider important to mention social constructivism, which stresses the significance of human awareness regarding the world of international relations. They argue that social and political realities are not material objects or physical entities, but subjective perceptions of human consciousness. As a consequence, the study of international relations must concentrate on the ideas and concepts of the people who shape the political and economic reality. This theory enables us to see the possibility of change on the international stage through the reformation of the old ideas and norms of society. However, this theory does not seem to be particularly relevant to our topic because it does not specify anything regarding the processes of inter-regionalism or bilateralism or the internal or external factors which could entail a specific foreign policy. Moreover, there are many critics regarding its coherence as a single theory. (Jackson, 2006, 165-166)

All in all, since the end of the Cold War, the world has become a more complex place which brought significant changes to the relations on the international stage. In these circumstances the old theories of international relations prove to be insufficient when explaining the relations in all their complexity. Thus, debates regarding competences and ability of classical theories in explaining some of the modern phenomena are still on fire and this will be also our case in the following subchapter. 

2.3. NEOCLASSICAL REALISM - A CHALLENGING CHOICE
Of all the international relations theories we found that the most relevant theoretical approach to our subject is the neoclassical realism, which could probably bring the most meaningful contribution to our problem formulation. This is because neoclassical realism seeks to explain, not the pattern of outcomes of state interactions, but rather the behavior of individual states (Rose, 1998, 144). 

Neoclassical realism, a theory of foreign policy, different from neorealism which is a theory of international politics (Rose 1998; Rathbun 2008; Lobell/Ripsman/Taliaferro 2009, 16) incorporates both external and internal variables (determinants of foreign policy), updating certain insights of the classical realist thought (Rose, 1998, 144). Neoclassical realists believe that countries’ motivations and aims are determined first and foremost by their relative material power capabilities. Up until this point they can be considered realists. Further on, they stress the fact that the impact of the states’ power capabilities on their foreign policy is indirect and complex, as systemic pressures affect the variables at the unit level. This characteristic attests their membership to the neoclassical school. Therefore foreign policymakers are limited in their perceptions and responses to external threats and opportunities by the domestic institutional structure, as well as by external threats and opportunities. (Rose, 1998, 153)

Furthermore, the neoclassical realist school asserts that the basic parameters of a country’s foreign policy are set up by its relative material power. They strengthen this idea with Thucydide’s formula: “the strong do what they can and the weak suffer what they must”. (Rose, 1998, 153) However, the material capacity of a country does not translate necessarily into a specific foreign policy behavior, because, as we know, this process is mediated by the political leaders and elites, whose perceptions of relative power matter even more than the actual quantities of resources or forces of a state. Neoclassical realism considers that a country reaction can be different to an external stimulus according to its state power. In other words it aligns with realist logics according to which power defines the interests and behavior of a state. State power is deﬁned as a state’s ability to extract or mobilize resources as determined by its institutions as well as nationalism and ideology (Rose, 1998, 149). 

The above mentioned facts imply that countries’ foreign policies do not always follow the objective material power direction very closely or continuously. In addition to this, political leaders and elites do not always have the complete freedom to take out those resources and manage them as they would like. As a result, the analysis must also take into consideration the strength and structure of the states relative to their societies, because these influence the amount of national resources which can be allocated to foreign policy. (Rose, 1998, 147)

To conclude what was stated before, countries with comparable gross capabilities but different state structures will probably act differently in similar circumstances. Moreover, systemic pressures and incentives are able to shape the general direction of foreign policy but it is not precise or strong enough to determine the state behavior in detail. (Rose, 1998, 147)

 All in all, in order to understand the connection between the relative material power and the foreign policy of a state, an in-depth analysis of the context within which the country’s foreign policy was formulated and applied is needed.

Considering all that was stated before, the context of the present relations of EU with Mercosur and the current rise of Brazil as one of the most powerful economic states worldwide could be analyzed through the neoclassical realist perspective in a meaningful way. The relative material capabilities of the EU but also its strength and structure possess a great significance in this case, determining in a certain way its foreign policy strategy towards the Mercosur bloc, and particularly towards Brazil. In addition to this, the recent changes inside the EU such as the EU enlargement, the EU institutional crisis, the new focus on security, the EU increasing attention and interest in the Asia-Pacific region, the Millenium Development Goals (MDGs) adopted by the United Nations (UN) and the absence of a unified and efficient Mercosur lobby in Brussels have all influenced the EU approach towards Mercosur, reducing its interest in this region. (Del Arenal, 2009, 9)

One of the neoclassical realist’s main concepts is the impact of the international environment upon the state’s foreign policy. According to this theory, countries’ foreign policies cannot transcend the limits or the opportunities set up by the international system. As a consequence, a good theory of foreign policy must first and foremost question the effect of the international system on the national behavior, as “the most powerful generalizable characteristic of a state in international relations is its relative position in the international system” (Rose, 1998, 151). 

 Regarding our topic, we must underline the importance of the recent changes on the global stage such as the current global economic crisis, the US foreign policy, the critical situation in the Middle East, the growing weight of the Asia-Pacific region, the priority of the multilateral trade talks, the consensus on the MDGs, which have all impacted the EU strategy towards Mercosur and its shift towards bilateralism with Brazil. (Del Arenal, 2009, 4) For instance this task cannot be fulfilled by theories like neo-liberalism and neo-(structural) realism in which much of the analytical attention was set on the social and political context, in the case of neo-(structural) realism, as in the one of neo-liberalism, explanatory weight is placed upon such contextual or structural factors as international institutions or interdependence in examining international relations, assuming that states are rational actors (Keohane, Nye, 1977, 220).

Returning to the neoclassical realists’ central concept, and its independent variable, the relative power of a state can be defined by the term power, which is supposed to refer to “the capabilities or resources with which states can influence each other” (Wohlforth, 1993, 4) They make a clear distinction between these power resources and the state’s foreign policy interests which refer to the objectives and aspirations that guide their external relations.

Unlike other theoretical approaches, which state that countries seek first and foremost security, neoclassical realism pleads for the idea that states react to some uncertainties of the international anarchy by trying to control and shape their external environment. Moreover, the neoclassical realists argue that states will most likely wish to have more rather than less influence on the international stage and they will attempt to pursue this goal by all means possible. Probably the most important and the principal prediction that neoclassical realists make in relation to the development of countries’ external relations is that the relative amount of material power resources countries have shape the magnitude and ambition of their foreign policies: the more power they have, the more influence they will seek and vice versa. (Rose, 1998, 152)
In our case, given the recent great advance of Brazil in economic and political terms, and its influence on the world stage, the EU has become increasingly interested to collaborate and become a close ally of Brazil, in order to become stronger and more influential along with this country. The EU continues to have great economic power which shapes her ambition to increase its political power by alliance with Brazil, which is very powerful also in political terms.

2.4. NEOCLASSICAL REALISM TYPOLOGY AND ITS CORE ASSUMPTIONS

As we mentioned before, neoclassical realism argues that the most essential determinant of a state’s behavior is its relative power, namely, its place in the anarchic international system but it also incorporates the domestic level variables, namely internal factors such as domestic interest groups, state interests, elite perceptions. As Fareed Zakaria stated, “ a good account of a nation’s foreign policy should include systemic, domestic and other influences, specifying what aspects of a policy can be explained by what factors” (1992, 198) The interesting result of these facts is represented by a causal chain proposed by the theory which includes three steps: the independent variable (the country’s relative power in the international system), the intervening variable (the domestic-level “transmission belt”, through which systemic pressures are filtered) and the dependent variable or the foreign policy outcome. (Juneau, 2010, 2)
Probably the most important but also controversial innovation of neoclassical realism is represented by the domestic-level variables which are the main source of distractions from the state behavior and foreign policy which were predicted by structural factors. These domestic-level variables enable the analysis of the internal processes by which states “arrive at policies and decide on actions” in response to systemic pressures. (Juneau, 2010, 2) 

Another important detail is that neoclassical realism heavily relies on neorealism's central insight that “weaker states balance stronger states”. If state power is low, a state underbalances. It fails to effectively balance an international threat (Taliaferro 2006; Schweller 2004; Christensen 1996; Snyder 1991; Zakaria 1998; Friedberg 1988).

Neoclassical realism is based on five core assumptions, of which the first three are shared with most realists and the last two distinguish it from the realist tradition. (Juneau, 2010, 4)
♦ The primacy of the conflict-group

The first core assumption of neoclassical realism is that “the fundamental unit of social and political affairs is the group” or what the distinguished German sociologist Ralf Dahrendorf has called ‘the conflict group’ ” as Gilpin affirmed. In other words, Waltz argues that states establish the rules of conflict, according to which other actors operate. The attitude and behavior of other actors such as international organizations and multinational corporations are determined by state decisions and powers. (Juneau, 2010, 5)

♦ The nature of international politics is anarchic

The second main assumption argues that the international system is anarchic which means that there is no central authority to arbitrate disputes and solve conflicts, to enforce agreements or to protect the units. As a consequence, international politics are fundamentally conflictual and oriented towards competition. Neoclassical realism envisages the possibility of conflict, but from its point of view, the anarchy of the international system does not necessarily translate into conflict. Furthermore, when there are low chances of conflict, states can concentrate on issues other than security. States resort to self-help in a conflictive situation, but this is not a permanent situation. (Juneau, 2010, 5)

♦ The primacy of power

The third assumption of the neoclassical realists is the fact that a state’s position in the international system, namely its relative power defines and shapes state behavior or the independent variable. They refine this assumption by claiming for flexibility of the definition, operationalization and measurement of the concept of power. Moreover, according to them, power shapes state behavior and even foreign policy but it cannot explain these in detail as the domestic factors have a certain implication as well, causing a shift in state behavior. In addition to this, states pursue various aims not only power or security. (Juneau, 2010, 5)

♦ Confined rationality

The fourth main assumption refers to the confined or qualified, contingent rationality, which is approved by the neoclassical theory. According to this assumption, on the one hand systemic pressures create opportunities and constraints and on the other hand power influences state actions within a range of possibilities, which are not necessarily rational. Nonetheless, even in these circumstances, rationality has its role, determining states to try and maximize certain goals by calculating “risks, opportunities, costs and benefits” (Zakaria, 1998, 20)

In other words, within the confinement of their constraints and their capabilities states are assumed to be attempting (and generally not succeeding) to achieve certain goals. They are aware of their external environment and they choose their policies according to cost-benefit calculations of their opportunities and constraints. In addition to these presumptions of neoclassical realism, this theory accepts also the fact that rationality is a fluid, imprecise and hard-to-define ideal, hard to be attained in practice. (Juneau, 2010, 6)

♦ Ontological and epistemological flexibility and complexity
Neoclassical realists accept the fact that international politics are ontologically complex, which means that drawing generalizations on state behavior are useless or almost useless for analyst researches. They perceive parsimony as a major obstacle to usefulness and relevance, which is why they reject it completely. (Juneau, 2010, 6)

For our research we chose to use the review made on the neoclassical architecture by Gideon Rose, in his "Neoclassical Realism and Theories of Foreign Policy", World Politics. Gideon Rose is the one who coins the difference between the neoclassical realist and the neorealist approach as being the fact that the latter sees the states’ sole aim as being anchored in providing security. Neoclassical realists envisage more than that, according to them states are using their power to carry out foreign policies that are more far-reaching, directing the international system towards their goals and preferences (Rose, 1998, 150). 

Regarding the realists books on relative power, Rose notes that all three waves of books since 1980 linked the economic growth with political influence. These observations made on the rise and fall of great powers became a central statement of the neoclassical realist approach: “states use the tools at their disposal to gain control over their environment.” (Rose, 1998, 157) Furthermore the relationship between relative power and foreign policy is strongly affected by the perceptions or misperception policy makers have on the international system. The neoclassical perspective thus allows for quirks of leaders destroying their states in their attempts to strengthen them (Ibid. 158). 

The balance between state power and national power is another neoclassical concern, while being able to explain how some political apparatus were unable to explore their societies’ power (Ibidem).

As a method this theoretical approach still uses Waltz’ rigor, and brings the studies at a systemic level, but it also presents how units operationalize systemic forces. This demands an exploration in the history of the unit before making a foreign policy analysis. (Ibidem)  Understanding the links between power and policy thus requires a close examination of both the international and the domestic contexts within which foreign policy is formulated and implemented. Therefore the influences on foreign policy can be made by the distribution of power in the international system translated through independent variables, indirect and complex systemic pressures such as state structure and decision-makers perceptions, considered intervening variables and foreign policy decisions, which represent the dependent variables (Ibidem).

 A prominent neo-classical realist, Randall Schweller, in his book "The Progressiveness of Neoclassical Realism", investigates how neoclassical realists can better achieve effectiveness in their approach noting how they should start to explain certain types of foreign policy outcomes.  
Over the long term, international political outcomes generally mirror the actual distribution of power among states. But for the short term the policies that states pursue are rarely objectively effective or predictable based upon a purely systemic theory as Rose previously observed (Lobell/Ripsman/Taliaferro 2009, 18).

2.5. Complex Interdependence Theory  as a complementary explanatory theory

In order to be able to analyze our topic more thoroughly we have decided to complement the neoclassical realist theory with the complex interdependence theory, which was developed predominantly by the scholars: Robert O. Keohane and Joseph S. Nye Jr. in writings such as “Power and Interdependence”. In the before mentioned paper, the two authors state the fact that the concept of interdependence integrates both realist and liberalist aspects, taking into account the realities of power but not regarding military force as the most significant source of power nor security or the relative position of the states as their supreme aims. (Keohane & Nye, 1987, 733)

Unlike the realist perspective over world politics, the world imagined by the complex interdependence theory includes not only states as participants of the global political game but also transgovernmental and transnational organizations. Moreover, the complex interdependence theory argues that there is no clear hierarchy of issues in which force is an effective instrument of policy, contrary to the realist approach which assumes a hierarchy of issues in world politics, headed by questions of military security that dominate the “low politics” of economic and social affairs. (Ibid)

The three main characteristics of Complex Interdependence are the multiple channels, the absence of hierarchy among issues and the relative significance of the military force, which will be further on explained. The multiple channels refer to the informal ties between governmental elites, informal ties among nongovernmental elites, and transnational organizations (such as multinational banks and corporations). They can be summed up as interstate, transgovernmental and transnational relations, where interstate relations are the channels assumed by realists, transgovernmental refers to the relaxation of states’ coherent action as units and transnational refers to the relaxation of the assumption that states are the only units. The second characteristic concentrates on the fact that the agenda of interstate relationships includes various issues which are not arranged in a clear or consistent way. As a result of the absence of hierarchy among issues, the military security does not substantially dominate the agenda. The third important aspect, the military force, is, according to the complex interdependence theory, futile in governments’ relations with other governments from the same region but important in relations with others outside the region. Nevertheless, military force may be irrelevant when resolving disagreements on economic issues among members of an alliance, but become important for the alliance’s political and military relations with a rival bloc. (Ibid)

Later on, in their revisited edition of “Power and Interdependence”, the authors emphasize the fact that “military power dominates economic power in the sense that economic means alone are likely to be ineffective against the serious use of military force” But, “there is no guarantee that military means will be more effective than economic ones to achieve a given purpose” (Keohane & Nye, 1987, 733)

We find it essential to argue that these three characteristics of the complex interdependence theory relate to our problem formulation to a certain extent and following this, we will try to develop on this idea a little bit. 

First of all, two of the most important actors in our thesis, EU and Mercosur are not truly states, but two transgovernmental economic and political unions who have decided to pool their forces together in order to attain common aims. Therefore, the complex interdependence theory is probably a better choice when it comes to explaining the interactions between entities which are not necessarily states, like in the case of the EU and Mercosur, than is the neoclassical realist theory, which focuses much on states as actors. Moreover, our thesis deals mainly with the inter-regional relationship between the EU and Mercosur which are both preserving close relationships with the IMF, the WTO, and other transgovernmental, transnational organizations. These organizations are influencing government policies to become more sensitive to one another and as a consequence foreign economic policies are affecting the domestic economic activity more than in the past. For instance, in the case of EU-Mercosur relations, the stagnation of the WTO Doha Round negotiations has impacted inter-regionalism between the two blocs, redirecting EU towards Brazil. 

Regarding the second characteristic of this theoretical approach, on the foreign affairs agenda of the EU, just as on the agenda of other states or political unions, there is a variety of issues among which the military issue is far from being the most important. Issues such as resources, energy, environment, population have become increasingly significant in recent years, competing with matters related to military security or territorial rivalry and sometimes even outrunning them. In relation to our problem formulation, the EU attempts to foster cooperation with both Mercosur and particularly Brazil on these issues, stands out. 

As to the role of the military force, political scientists have pointed out that in the event that the security dilemma was extremely severe, the military force, supported by the economic one would represent the supreme source of power. However, industrialized, pluralist countries no longer feel threatened by each other, more than that they are developing intense relationships of mutual influence inside which force is insignificant or irrelevant as a policy instrument. Other than that, the military force is not an appropriate way of achieving other aims (like economic and ecological welfare) whose importance is gradually growing and in addition to this, military force is both expensive and unsafe. (Keohane & Nye, 2001, 22)

The above mentioned arguments regarding military force apply also to the case of the EU states and the EU-Mercosur-Brazil triangle, where most of the focus and interest relies on economic and trade issues, complemented by issues such as human rights, social inclusion, sustainable development, energy, environment, etc. In the circumstances determined by the fact that resources of all types are becoming everyday more scarce, and the economic crisis’s effects are becoming stronger, the prospects of any military conflict seem even more costly. Thus, as a result of the transformations on the global stage, the states’ priorities have changed as well, orienting towards economic more than military priorities.(Keohane & Nye, 2001, 23)

So as to offer an overview of the political processes under the conditions of complex interdependence, we have rendered a table presenting this aspect in the Annexes. This table will focus on five main aspects: the goals of states, the instruments of state policy, agenda formation, linkages of issues and the roles of international organizations. (View Table 1- Annexes) This data shall be also used in the analytical chapter, when we will try to illustrate which facts and situations can be explained through the complex interdependence theory. (Keohane & Nye, 2001, 32)

To conclude this subchapter, we must point out the fact that the three main characteristics of the complex interdependence theory and their influence over the political processes will intervene in our analysis in order to explain certain issues which neoclassical realism fails to explain. To be more specific, the complex interdependence theory could explain issues like the variety of EU goals in relation to the Southern Cone and the absence of a clear hierarchy of these issues, but also the inconsistency of the EU foreign policy towards this region, pursuing closer cooperation with Mercosur and Brazil at the same time. We could add to this the interference of transnational actors and the influence they exert in the shaping of different goals. These issues, among others will be further developed and explained in the analytical chapter. 

2.6. THEORETICAL FRAMEWORK

As we did not chose only a specific author and we rather prefer to work with the core assumptions of neoclassical realism described so far and as we just ended the gathering of main directions in this theoretical approach, we would like to establish how these will be used during our research. 

First and foremost, we will use two main instruments employed in building this theoretical framework: political outcome and variables of foreign policy. Thereby we will explore the explanation offered by neoclassical realists regarding the outcome of a foreign policy that is the type of balance the country performs, by analyzing the independent variables (i.e. external systemic pressures set by the distribution of power capabilities), dependent variables (i.e. foreign policy decisions) and intervening variables (i.e. what can influence the decision-makers subjective opinion on power situation of their states) of this theoretical approach.

We will therefore analyze the strategy the EU has towards Mercosur (interregionalism), the strategy of Brazil inside Mercosur (regionalism) and how the latter influences the former (bilateralism) assuming the neoclassical realist approach according to which a rising country (Brazil) faces a relatively stable external stimulus and it wants to balance the power of stronger states (the EU).  

Long story short, throughout our investigation we will have to answer to the next three working questions:

 What kind of external/internal stimuli does EU have in pursuing its policy towards Mercosur ( What kind of power does Brazil perform in the Southern Cone? ( How can the EU shift towards bilateralism of its regional strategy be explained by independent and intervening variables?

In addition to the instruments of neoclassical realism: the independent, intervening and dependent variables, we shall also utilize the three main characteristics of the complex interdependence theory in order to better explain the web of relations between the EU, Mercosur and Brazil and the shift from inter-regionalism to bilateral relations.

Chapter III The rise of Brazil and its influence on the EU-Mercosur relationship

What game? Following which rules?

Following the logics of the neoclassical realist approach we will depict from the EU complex relations with regional and national actors from South America, only those aspects relevant for describing the EU foreign policy and the given circumstances that will be explored during the analysis. As mentioned, the neoclassical approach suffers from two main weaknesses which will consequently become the weaknesses of this study.  Therefore the development of foreign policy internal logic will remain embryonic and second this section will respect also the generalized level of understanding which the neoclassical realist framework usually offers on the international relations phenomena.  

As stated previously, the descriptive chapter of our paper will emphasize the three types of variables indicated by the neoclassical realist approach: the independent variable (the relative power capabilities of states in the anarchic system), the intervening variable (the domestic level through which systemic pressures are filtered) and the dependent variable (the foreign policy outcome). These variables will guide us in our investigation of the EU-Mercosur inter-regionalism and shift towards bilateral relations with Brazil.

3.1. The EU-MERCOSUR regional framework – an overview of EU-LAC historical background and current relations

The European Union (EU), Latin America and the Caribbean (LAC) have shared a long history formalized in 1999, in Rio de Janeiro, through the EU-LAC Strategic Partnership, and since then their relationship has been going though many phases. Since 1999, during the following summits, seen as key elements in implementing the Strategic partnership, a number of outcomes were obtained with respect to Latin America (European Commission, 2009, 3).  At their first summit in Rio de Janeiro, besides the Strategic Partnership between the EU and LAC countries, the EU and MERCOSUR opened their negotiations. In 2002, at the Madrid Summit, it was made the announcement of EU-Chile Association Agreement (AA), it was lunched the ALBAN Programme and the EU-LAC Common Higher Education and Knowledge Area concept. In Guadalajara, 2004, the summit outcome was the launch of EUROsociAL programme. Two years later, in Vienna, the opening of EU – Central America negotiations on an AA between the EU and the CAN countries was announced. At the same Summit, the EuroLAT Programme was set up. At their last summit, in 2008, Lima, the two regions decided to launch the EUrocLIMA Programme, and on this occasion the concept of an EU-LAC Foundation, was set up and it was decided the start of a Structured and Comprehensive Dialogue on Migration. (Ibidem)     

From the very beginning the EU presented its position inside this relationship more as a partner for LAC region, rather than as a competitor on a liberalized market (Picard, Rodriguez and Bustamante, 2009, 7). The EU developed a rhetoric according to which its main focus in the region is placed on cooperation and support for sustainable development and eradication of poverty in less developed countries. As a consequence, the EU has increasingly supported the many sub-regional integration processes in Latin American region, mainly based on clear signs of willingness from Latin American countries to enhance regional integration, coordination and political dialogue (European Commission, 2011, 3). UNASUR, Union of South America Nations, has played an important role in this regard, mediating the dialogues. The region becomes attractive also in economic terms, since LATAM has enjoyed an increasing economic growth in recent years (Ibid. 2011, 4). The new EU/EC policy initiatives and commitments are aimed to bring regional results to such generalized results over the challenges of a diverse region such as Latin America came yield. Therefore the integrated multiannual programs of the Commission are following three priorities: social and territorial cohesion, regional integration and cooperation, mutual understanding and higher education (ibid. 12).    

The EU has yearly encouraged countries in Latin America and the Caribbean to strengthen their ties with their neighboring countries and to organize themselves into institutionalized regional organizations. Given the fact that its own integration enhanced the development of the region, bringing peace, stability and economic growth, the EU may be able to help its LAC partners enjoy the benefits of regional integration: political and social stability, sustainable economic growth and social inclusion and more influence on the international scene (European Communities, 2008, 20).

Merging all these facts, one can build a broad image of what are the EU-LAC relationships in general terms. It is therefore, difficult to develop an accurate analysis of the EU-Latin America political, economic, social and environmental relationships, but with the help of some general observations we could hopefully provide a general overview. What actually can depict a closer background of EU-Latin America actual challenges is a sub-regional analysis, since there are difficulties in advancing and consolidating sub-regional integration efforts, such as in MERCOSUR, the Andean Community and Central America, difficulties which will make the subject of our investigation.

3.2. HISTORICAL BACKGROUND of EU-MERCOSUR RELATIONS
The Southern Cone Common Market (MERCOSUR) or the house of Brazil and Argentina marriage (observation made by Alfonso Diez Torres, the Head of EU Delegation in Argentina), was created in 1991 when the Treaty of Asuncion was signed by Argentina, Brazil, Paraguay and Uruguay, creating a unique system of regional integration based on economic, political and social characteristics. The uniqueness of Mercosur is given by the fact that it has the most advanced institutional framework in the region, and in comparison with the other Latin American sub-regions, it made more steps towards supranationality (Kanner, 2002, 1).

The European Union was interested in cooperating with Mercosur since its early beginnings given the historical and cultural bonds between the two regions, the investment opportunities in Mercosur countries and the rapid economic growth of the Mercosur bloc (Zabaleta, 2004). The two regions share close historical ties that have emerged from the European colonization of the Mercosur countries and from the periods of immigration from one side to the other. This continuous contact has determined similar political, economic and cultural traditions, values and also laws. Both the EU and Mercosur member states have adhered to the principles of the UN Human Rights Charter, but also to the ones of political democracy, open market economy. The two blocs share also a common model of integration based on similar tools for economic and social development aiming to promote international peace and stability. Moreover, there are a common free trade policy and common experiences that are shared between the EU and Mercosur (Kanner, 2002, 2).

At the beginning of the previous paragraph we underline through the rapid economic growth and the investment opportunities in the Mercosur countries the power capabilities of these countries and the bloc and its position in the international system, through which we highlight a side of the independent variable proposed by the neoclassical realist theoretical approach.

In 1992 the EU signed an Inter-institutional Agreement with Mercosur with the purpose of providing institutional support and training to Mercosur in the field of integration. Ever since Mercosur was created, the EU has been concerned and interested with the institutional framework of this bloc, trying to help Mercosur in the process of strengthening its institutions. (Kanner, 2002, 5) This agreement was designed to provide also technical assistance, staff training and information exchange. (Zabaleta, 2004)

At the end of 1995, under the Spanish Presidency of the EU, Mercosur and the EU signed their first Inter-regional Cooperation Agreement which was meant to be transnational and aimed to strengthen economic, political and cultural ties between the two groups of states. This was the first agreement ever signed between two customs unions with regard to commercial and economic cooperation, bringing together the characteristics of bilateral agreements of the third and fourth generations (Zabaleta, 2004). The final end of this agreement was the signing of an Association Agreement between the two regions and with this purpose this process of inter-regional integration was institutionalized (Kanner, 2002, 6).

Thereby, four institutions were created to support this project: The Cooperation Council, the Mixed Commission of Cooperation, the Mixed Commercial Sub-Commission and the ad hoc committees. The Cooperation Council was created to monitor and enforce the progress of the inter-regional agreement, making recommendations and analyzing proposals and it was comprised of representatives from the Council of Ministers, the European Commission, the Common Market Council and the Common Market Group. The Mixed Commission of Cooperation offers technical assistance to the Cooperation Council and it is also composed of representatives of the aforementioned institutions. The Mixed Commercial Sub-Commission was designed to deal specifically with this issue. The Inter-regional Agreement offered also the opportunity of setting up ad hoc committees to address particular issues that require special attention (Kanner, 2002, 6).

However, since the last EU Regional Strategy Paper in 2002, less progress has been made towards the realization of a concrete customs union and a structured common market (European Commission, 2007, 5). The problems identified by the European Commission in Mercosur, in 2007, were regarding the improvement of their decision-making process and capacity to implement and enforce common legislation, second, their failure in achieving the common market, and third, the failure in increasing awareness and involvement of its civil societies in its regional integration project. The above mentioned issues that the Mercosur countries have been facing during the last years will be considered in our paper as some of the domestic-level intervening variables we are going to rely on in our analysis.

Lessons were drawn from the past and the EU has set a new “result-based” approach linked to progress towards achieving the targets of Completion of Mercosur Common Market, with the focus on those areas that will facilitate the implementation of the future EU-MERCOSUR Association Agreement (Ibid. 4). Besides education and information society programmes the EU is financing with 40 million euros three key sectors: the Mercosur institutionalization (10% of the funds), the deepening of Mercosur and implementation of EU-Mercosur Association Agreement (70% of the funds) and third, the strengthening of civil society participation, of the knowledge of regional integration process, mutual understanding and mutual visibility (20% of the funds).  These should be included in countries strategic papers and Latin America regional programmes, and aspects such as good governance, social inclusion and sustainable development will be introduced “whenever apropriate” (Ibid. 6).

3.2.1. The political relations

In its 16 years of existence, Mercosur has promoted peace and stability, generating a high level of political dialogue and strengthening internal and international cooperation (Commission, 2007, 4). However, in the recent years Mercosur faced internal problems, stagnating in its progress and failing in its main objectives (Ibidem.).     

Mercosur is facing one of its most tense situations from its history, due to the resurgence of protectionism of one of its members, Argentina, situation considered defiant by the other Mercosur members, an exception from the union basic principles and labeled as “unacceptable” for the European Union (Mercopress, May, 2012).

 The Mercosur countries are facing common concerns (i.e. raising the level of education, fighting corruption, guaranteeing legal security for investors) pointing out several areas where reforms must be undertaken. Just as previously, the domestic situation in the Mercosur countries will be seriously taken into consideration in our analysis of the EU shift from inter-regionalism towards bilateralism with Brazil, as they represent the intervening variables which interpose between the independent variable (relative power) and the dependent variable (the foreign policy outcome). 

It is the EU which has to get more involved in these changes concerning the Mercosur countries (Daul, 2012). Even if the EU is going through a demanding reforms period itself, it will pursue the best interests for both sides of the Atlantic, which was expressed by the Chairman of the major group from EU Parliament as: ”let's overcome our differences and move forward” (Ibidem.). A very important detail, the Chairman Joseph Daul, at the end of a series of high-level political meetings in Brazil, Paraguay and Uruguay, reiterated an appeal for the establishment of  a political forum which brings together Brazilian Parliamentarians and members of the EU parliament and hopes that this forum is transformed into a fully-fledged inter-parliamentary delegation starting from 2014 (Ibidem). "As well as the parliamentary delegation with Mercosur, which should continue its work, the parliamentary dimension of EU-Brazil relations must be specifically developed. Brazil is a global power which must assume its role on the global political scene, and which deserves a strong political investment from Europe", concluded Joseph Daul (Ibidem). 

There is not just this one, but several other voices that are pointing to EU-Brazil AA continuation if the EU MERCOSUR negotiations will stagnate. But this possibility will be investigated further on in our thesis. Coming back to the EU-Mercosur political relations, these are driven by the EU political interest in building a deeply institutionalized relationship with MERCOSUR and helping MERCOSUR augment its coherency while keeping it closely connected to the EU's normative ideas of “how a new world order should be constructed” (Faust, 2002, 3). 
3.2.2. The Association Agreement

In June 1999 in Rio de Janeiro the first Summit of Heads of State of the EU and Mercosur took place that represented the start of negotiations for an association agreement between the two regions. This agreement reinforces all the three pillars of the agreement: the political dialogue, the cooperation and the economic relations, comprising also a more comprehensive trade agenda. In November 2000, the EU Commissioner for External Relations, Chris Patten stated “We are seeking a wide political and economic partnership, building on our common commitment to liberty, democracy, respect for human rights, fundamental freedoms, the rule of law and sustainable development”. (Kanner, 2002, 6)

Three years later, after several rounds of negotiations, Commissioner Patten claimed that “we have virtually finalized the political and cooperation chapters” which referred to the fact that the EU and Mercosur shared common political values, similar attitudes towards the international community and voting patterns in international organizations.

However, within the trade chapter various problems persisted, allegedly because of certain EU member states, which found it difficult to commit to an Association Agreement with countries with significantly lower economic levels as compared to the average economic level of the EU. On the other hand, if Mercosur had been granted access to the European market with more competitive goods, this would have threatened the EU Common Agricultural Policy. Furthermore, the crisis in Argentina and its effect upon all the Mercosur countries also influenced the European countries in their decision. (Kanner, 2002, 6)

Even though some of the EU countries have been scared away by the financial crisis in Mercosur, this did not prevent the Commission to support the Mercosur integration process especially throughout this crisis. Commissioner Patten affirmed once more that:

 “The European message of support for further integration as one of the responses to the present crisis is confirmed by our strong commitment to intensify and accelerate negotiations for an Association Agreement between the EU and Mercosur. The Agreement will create improved market access for Mercosur exports to the EU and strengthen Mercosur as a common market. In addition, from the political and cooperation point of view, it will be a clear signal of a strengthening of EU-Mercosur relations.” (Kanner, 2002, 7) 

Therefore, in November 1999 during the EU- Mercosur Cooperation Council meeting in Brussels the structure, methodology and timetable for the Association Agreement talks have been approved. During the seventh meeting of the EU – Mercosur Bi-regional Negotiations Committee (BNC) held in April 2002 in Buenos Aires, the EU expressed its support for the establishment of a Permanent Court for Dispute Settlement. Moreover, the EU and Mercosur agreed to set up an institutional framework for the future Association Agreement and to deepen and extend the future Political Dialogue (Kanner, 2002, 7).

It is worth mentioning that over the past few years the Mercosur side, and particularly Brazil and Argentina suffered from the significant penetration of Chinese products in the domestic market which has put industry under pressure; this could have repercussions on the negotiations since both Brazil and Argentina claim that this difficulties are to be reflected in Mercosur capacity to fully open the industrial sector to the EU. The Chinese economic rise and the advance of Chinese products on the Mercosur markets is one of the systemic pressures which could represent a serious obstacle in the way of EU-Mercosur inter-regional relations.

It should also be mentioned that the density of the trade talks is linked to Mercosur capacity to foster internal integration and act consistently as one trade block in the negotiations. In this respect, the recurrent trade tensions between Brazil and Argentina do not send a promising signal. Last year Argentina’s decision to submit cars and auto parts products to a non automatic licensing system caused similar retaliatory non-tariff barriers on the Brazilian side. This year has also started with renewed tensions with Argentina introducing new bureaucratic obligations, which entered into forced on 1st of February with the view to make importers life more difficult. Brazil has promised to mirror such measures in what could determine the umpteenth bilateral trade tensions.   

A Free Trade Agreement with Mercosur is in 2012 at risk to bring for the EU, but also for Mercosur member states more frustration than satisfaction. In the current context only a minimalist outcome can be obtained, in order to declare the negotiations a success. This is a result of many factors, but mainly the result of Mercosur internal problems, its intergovernmental manner in dealing with partners, but also the inequalities encountered inside the South American trade union due to the existence of a superpower among its members, namely Brazil. The prospects of dealing an agreement on trade between EU-27 and Mercosur are poor. Between the many reason brought in the public attention, one can identify: poor prospects for a balanced deal, lack of a clear strategy on FTAs, weak impact assessments, lack of coherence with EU policies such as the CAP and regarding the environment, costs for the EU budget, weakening of multilateralism and the WTO, negative consequences for trade with other EU partners, and unforeseeable dynamic effects if and as Mercosur enlarges to include other American countries (Pirzio-Biroli, 2010, 10).   

3.2.3 Influential changes in the EU context

As for the changes that recently took place in Europe, these do not favor either the development of bi-regional ties between the EU and Latin America or its sub-regions. Some of the changes worth mentioning are the EU enlargement, the EU institutional crisis, the new focus on security in the international agenda, the EU growing interest in the Asia-Pacific region, the MDGs adopted by the UN and the lack of a unified and efficient Latin American lobby in Brussels and in the EU states. (Arenal, 2009, 8)

The EU enlargement with 12 new member states has determined an increased level of heterogeneity and many asymmetries inside it caused by the differences of per capita income between the newer and the older member states, altering also the external interests of the EU as a whole. Whereas in a 15-member EU the interests could be considered relatively homogenous, some attention being directed towards the South American continent thanks to the influence exercised by a few member states such as Spain, Portugal, France, Germany and Italy, in a 27-member bloc the interests became more divergent, especially because none of the 12 new member states have big interests in this region, which is why less attention was paid to Latin America. (Arenal, 2009, 9)

The EU institutional crisis triggered by the enlargement process changes affected the efficiency and functioning of the EU institutions, the decision-making processes, the representation of EU member states and the power these have inside it. In addition to this, this crisis has contributed also to the bloc’s inability to pay proper attention to the relations with Latin American sub-regions as they were not high on their agenda. (Arenal, 2009, 10)

The EU strategic attention is increasingly more oriented towards the South-East of the enlarged Europe and the conflict in the Middle East. The main threats and challenges that the EU had to handle are the conflicts and tensions in Kosovo, Caucasus, South Ossetia, Nagorno-Karabakh and Transdniester which stemmed from the breakup of the USSR and the EU deals with them through the OSCE. There are additional conflicts threatening to some extent the EU security coming from the Middle East (the Palestinian-Israeli dispute the wars in Iraq, Afghanistan and Iran. Moreover it must be also considered the EU dependence on Russia for energy supplies from which Russia fully benefits and the threats coming from the al-Qaeda activity in the Maghreb region. In this security context the EU attention for Latin America is severely reduced, not representing a threat for the EU security. (Arenal, 2009, 10)

The present rise of the Asia-Pacific region as the new central axis of the world has attracted the EU interest and attention, which established a clear strategy towards Asia in the framework of the Asia-Europe Meetings in its dialogues with the Association of South-East Asian Nations (ASEAN). Unlike the situation existent in the 1980’s and 90’s, when the EU paid more attention to Latin America, having a defined strategy in this regard, nowadays, it is Asia which has earned this position, and even a greater one on the EU list of priorities, relegating Latin America only a secondary role. (Arenal, 2009, 11)

The adoption of the MDGs by the UN has resulted in considering the Latin American states middle-income countries both by the Development Aid Committee of the OECD and the EU and its member states, which meant that they no longer qualify for EU development aid which represented since the 1980’s the most substantial contribution of development aid which the region received. This fact reflects once more the EU loss of interest in the region, another justification for the stagnation in their relations. Some of the EU member states, such as Spain have begun to pay more attention the Latin American middle-income countries that face great social inequities and lack in social cohesion and some changes were noticeable during the Lima summit but much remains to be done. (Arenal, 2009, 11)

The absence of a cohesive and efficient Latin American lobby in Brussels or in the EU member states particularly in the current context characterized by the lack of EU interest in this region makes the region’s position on the EU agenda to drop even lower as there is no strong group arguing for this region’s assets and the benefits that the EU could have from strengthening its cooperation with it and acting accordingly. (Arenal, 2009, 12)

3.2.4. External factors influencing the EU-Mercosur inter-regionalism

In addition to the factors previously mentioned, there are other ideological, political, economic and strategic factors which independently of the negotiations have an overall negative effect on the bi-regional ties, preventing them from progressing and deepening. The most important global changes pressing on the inter-regional relations between the EU and Mercosur are: the current global economic crisis, the US foreign policy, the critical situation in the Middle East, the growing strategic, political and economic weight of the Asia-Pacific region, the priority of multilateral trade talks, especially at the beginning of the new century and the new international consensus as to the Millennium Development Goals (MDGs) set by the United Nations. (Arenal, 2009, 3-4)

The deep economic crisis that the world is dealing with has hit major economic powers, such as the US and the European countries, determining negative growth rates and increases in unemployment. Indirectly this will affect Latin America as well, causing the fall in external demand, lower interest rates, a drop in foreign investment and the dependence of the region on exports of raw materials with little added-value. Furthermore, the global crisis has also started to take its toll on the economic rise of Latin America from recent years leading to a decrease in the economic growth rates and the necessity of establishing adequate economic and social policies. The EU budgetary modifications entailed by this crisis will affect cooperation with Latin America. (Arenal, 2009, 4)

In what concerns the US foreign policy, while the Bush administration did not pay too much attention to the Latin American region because of its international agenda being dominated by security matters and South American issues did not represent a top priority for Washington, during the Obama government the situation has changed to some extent. The new Obama administration opens up prospects for agreement with Latin America and particularly with some of its member countries, like Brazil, on issues such as energy, which could determine also the EU increase of interest in the region, just like it happened when the US was negotiating with the sub-regions of Latin America to sign Free Trade Agreements. (Arenal, 2009, 5-7)

The critical situation in the Middle East characterized by the Israeli-Palestinian conflict, the wars in Afghanistan and Iraq which generate Islamic terrorism, the rise of Iran as a potential nuclear power require military attention from both the US and the European countries and it is detrimental to non-priority regions such as Latin America or its sub-regions. (Arenal, 2009, 7)

In the last two decades the Asia-Pacific region has become an extremely important variable of the globalised world because of various factors: high and steady economic growth rates in spite of the negative effects of the global economic crisis, particularly in China and India, the region’s demographic weight (60% of the world population), the rise of China and India to the status of global powers, the rise of China as a military power and last but not least the significant economic presence of these two Asian countries in Latin America. For the above mentioned reasons the Asia-Pacific region is becoming the new centre of power where all the main opportunities and economic, political and strategic challenges are to be found for traders and investors alike, which is why European countries in particular are prioritizing it. (Arenal, 2009, 7)

During the first years of the 21st century trade talks have gained a top priority position, especially those held under the Doha Round, sponsored by the World Trade Organization (WTO). These have had a crucial role in the relations established between the EU and Latin America as they coincided with the negotiations between the EU and Mercosur and requests for AAs from CAN and Central America. The EU argued several times that it did not wish to start the talks with CAN or the Central American countries before the Doha Round was accomplished which blocked negotiations with Mercosur. However, the deadlock of the WTO trade talks and the suspension of negotiations in July 2006 made regionally-oriented strategies attractive for the EU, which was proved by the greater receptivity of the EU as to the opening of talks with CAN and Central America. Anyhow, by looking at the bigger picture, the deadlock of the Doha Round trade talks distorted trade negotiations between the EU and its sub-regions, including Mercosur. (Arenal, 2009 7-8)

Last but not least, among the global issues hindering the EU-Mercosur closer partnership is the new international consensus as to the Millennium Development Goals set by the UN. This consensus has established the poorest countries of the world to be in Africa and Asia, to the detriment of the Latin American countries that also suffer deep social inequalities and severe poverty and would be still in need of more development aid. The Latin American countries, however, are considered middle-income countries and for this reason not top destinations for development aid. (Arenal, 2009, 8)

3.3. THE RISE OF BRAZIL 

 A Matryoshka Strategy

The following pages focus on the domestic situation in Brazil starting from the 1980’s and following with the recent years of the new millennium. Through this description, some of the domestic level features (intervening variables) and their effects on Brazilian foreign policy will be emphasized.

If Brazilian policy strategy seemed fickle to some, it may be because Brazil could feel during the years the currents better and sense when and how they were about to change. When it searched for new paths, it did not go for where it had the most to gain but for where it knew it must go, which was not immediately obvious even to its policy makers.

Brazilian foreign policy was developed over time on two main dimensions. The first dimension envisages the development and consolidation of a regional integration process based on the rules of open regionalism, namely the Common Market of the South, i.e. Mercosur. In parallel, on the second dimension of its foreign policy, Brazil pursued fostering less structured cooperation and integration initiatives in the region (Gomes Saraiva, 2010, 2). The balance between these two dimensions of Brazilian foreign policy, the way they have been coordinated and the relative weight given to one or the other have heavily varied during the different administrations of the country. The alternating process of respective foreign policy strategies determined the country's international standing and the behavior of its neighboring states (Ibidem).

Notwithstanding the Brazilian government’s increasing political engagement in South America, the actual recognition of its regional leadership role should not be taken for granted.

Until ten years ago, Brazil's approach towards its South American neighbors and regional integration was to give precedence to bilateral agreements and only formal support for joint initiatives (Idem, 6). The Brazilian foreign policy towards its neighbors shifted in the direction of building its regional leadership starting with 1979 and the rise of power of João Figueiredo, when the country started to prioritize actions in multilateral forums. Between the reasons that contributed to this shift of policy one can identify several external factors such as: the exacerbated conflict between East and West, the weakening of the Third World on the international scene and the foreign debt crisis (Idem, 8). The first steps taken were towards deepening relations with Argentina by signing a nuclear agreement and declaring its neutral position in the Falkland war (Ibidem).

The turn towards regionalism took place in 1985 when due to several changes in the international scenario but also inside Brazil, the state declared as a foreign policy priority the integration with its neighbors. By that time the coincidence of political power in Brazil and Argentina took regionalism on a more liberal path: the trade relations inside Mercosur took shape and the block gained more regional features. On the political level, Mercosur was reinforcing Brazil’s bargaining position giving it weight on the international scene. Practically, Mercosur was used by Brazil as an instrument to commonly resolve with Argentina issues regarding South America (Idem, 10). Nevertheless, the instrument turned out to have bad effects on Argentina’s economy, especially in 1999, when Brazil decided to devaluate its currency. This was a decision took by consideration of national sovereignty over economic policy decisions and failed to consult the other members of the bloc in advance (Idem, 11). The unilateral decision to devalue the Brazilian currency in 1999 precipitated a meltdown in the Argentine economy. The problems that emerged from Argentina determined Brazil to focus again on its other South American neighbors, letting Mercosur aside. 

Finally in 2001, with the severe crisis in Argentina, Brazil decided to bring Mercosur to life, and it provided its neighbor in need with serious political support. Ruled by Cardoso and Dulhalde administrations the two countries become close again and by starting negotiations with Argentina, Brazil acquired a positive boost in the eyes of the other continents (Ibid, 12).

In May 2006, the nationalization of the gas and oil sectors by Bolivian president Morales negatively affected bilateral relations with Brazil, whose investments were close to US$1 billion. More recently, Bolivian protestors excoriated their president, calling him a “lackey of Brazil” during demonstrations against the construction of a road financed by the Brazilian Development Bank (BNDES). Angry demonstrations denounced its “imperialist” tendencies. Moreover, Brazil has struggled to gain support among its neighbors for a permanent seat in the UNSC with Argentina openly rejecting Brazilian claims.

Therefore, most of Brazilian regional leadership was built during the Lula administration.  During 2003- 2010,  Brazil has behaved differently from its previous administrations and it started to prioritize the building up of the Brazilian leadership in South America on several different fronts, especially by strengthening multilateral institutions in the region (Idem,13). 

The relative importance granted by the Brazilian diplomacy to recent cooperation and integration efforts, more specifically the Unasur and Mercosur opened the field for diverse reactions of the countries towards the increasing role Brazil had in the region, and consequently in the world. Argentina was the first and foremost against this new status of its partner and neighbor. Still, many recognize that inside South America, Brazil works as an integration vector, playing a decisive role inside the other regional entities, namely CAN, UNASUR, CELAC.

 One of the most important regional unions from the continent is considered to be Unasur or the Union of South American States. Seen by Brazil as the second level of integration, UNASUR gathers today all South-American nations under one umbrella. Its origins date back to 2004 when the Union was created based on a series of economic and trade agreements, including also today an important political component. Brazil has prided itself in using UNASUR as a forum to appease regional conflicts between neighbors which it has become a main channel for multilateral action. This is the case for the 2008 Bolivian political crisis and rising tensions between Colombia and Venezuela, where then Secretary General Kirchner intervened. The Brazilian goal to use UNASUR to solve problems collectively has not always been so effective. Colombia considers the problems with FARC to be their internal problem and therefore refuses engagement of other states (Brazil in this case). The Brazilian claim, however, that the council has served to at least address regional conflicts – US bases in Colombia being another example. The UNASUR Defense Council was formed on the initiative of Brazil and is being used to support the Brazilian military industry in the region. 

Another important regional entity, CELAC (Comunidad de Estados Latino-Americanos y Caribeños), heir of the CALC and Rio Group forum, began taking shape in Brazil in 2008. It was President Lula who organized in Costa do Sauipe a "multi-summit", including a Mercosur Summit, a Unasur Summit, a Rio Group Sumit and a Summit of all 34 Latin-American and Caribbean countries, including Cuba – the first ever to take place in 200 years of independent life. For Brazil, CELAC will contribute to the expansion of a regional political dialogue and consensus, as well as one dedicated to development cooperation in Latin America and the Caribbean. 

The new mechanism is seen as a facilitator for the consolidation of Latin America's own regional identity, without interference of powers such as the United States or Canada, as well as an advance in the common Latin American positions with regards to integration and development. CELAC inherits 19 dialogue partners, among them the European Union. During its recent inaugural Summit, Dilma Rousseff argued that a "new paradigm of integration" needs to be considered in order to successfully face the international economic crisis. Making comparisons to the possible division of Europe into second-class countries, she argued that CELAC should be characterized by a partnership between equals– a clear reflection of the country's rhetoric when perceived as the continent's "big giant". Seen by some as a threat to the Organization of American States (OAS), Brazil believes in their mutual coexistence – although given the country's recent lack of payment to the OAS after the Belo Monte affair, this position could easily be questioned.

Brazil has also made a concentrated effort to forge closer ties with the Andean Community (CAN ), virtually all member states of Mercosur  are today CAN associate members, and vice-versa; in 2004, the two blocks signed a cooperation agreement. For Brazil, Mercosur is the cornerstone of regional integration; and within Mercosur it is Argentina that takes precedence. 

The relationship with the strategic partners is somewhat of a stabilizing axis for the region; notwithstanding Argentina's reticence to accept Brazil's "global rise" and historical commercial disputes between the two, under the Cristina Kirchner government the country seems more at ease with the gains that could be made from Brazil's protagonist role. It is worth noting that Dilma Rousseff's first official visit as a President was to Argentina.

The relation with emerging countries outside the region is a counterpoint to the influence of established powers. Brazil has pursued closer links with emerging economies such as China, India, South Africa. This is evidenced by the formation of blocks such as IBSA and BRICS but also in the expansion of trade flows between these countries. 
3.4. EU –BRAZIL RELATIONS

 Partnership in Global Governance 

A few decades ago, during the Geisel administration in Brazil (1974-1979), when the Brazilian foreign minister Azeredo de Silveira wrote in his memoirs that “the Brazilian Empire was inspired by Europe and the European political system” and wished that Brazil be closely linked with Europe (Spektor, 2010), little did he expect that it would in fact be Europe and not Brazil to desire a partnership with the other after some time. But, owing to the great changes in the international arena, a shift of power from traditional to new actors occurred, reconfiguring the old power relations.(Lazarou, 2011, 4) In the present context the EU presented a series of Strategic Partnership Agreements to different international players, among which, to Brazil. This Strategic Partnership is an indication of the fact that the EU recognizes the important position that Brazil occupies today in the international system. (Van Loon, 2010, 2)  The significant political and economic power Brazil has in the anarchic international system will represent probably the focus of our investigation, classifying as a central part of the independent variable proposed by the neoclassical realist theory. As a result, it will be thoroughly detailed in the following pages.

3.4.1. Bilateral relations

In order to present an overview of EU-Brazil bilateral relations we will start by acknowledging the fact that the diplomatic relations between the EU and Brazil were established in the 1960’s. In 1965 a cooperation agreement with the European Atomic Energy Community (EURATOM) was implemented, which provided for the peaceful application of nuclear energy. Following this agreement, a Brazilian diplomatic mission to Brussels was set up in 1961. Throughout the 1970’s a series of commercial agreements were signed between Brazil and the European Economic Community (EEC). However, during the 1980’s the interaction between the two sides diminished, as Brazil faced a more difficult period in its history, being dominated by political and economic instability. Given the situation in Brazil and the lack of a firm and well developed foreign policy of the EEC up to the creation of the EU in 1993, Brazil did not stir the interest of the European region, which is why relations with Brazil remained less stringent on their agenda. (Lazarou, 2011, 5)
However, in order to comply with one of its fundamental aims, the promotion of international cooperation, in 1992 the EC signed a Framework Cooperation Agreement with Brazil, which was followed after three years by the EU-Mercosur Framework Agreement. In the next period, owing to the fact that the EC agreement with Brazil focused mainly on low-politics areas, the EU turned to Mercosur for further negotiation, leaving Brazil aside for a while. (Lazarou, 2011, 6)

At the beginning of the 21st century new global players displaying great economic influence arose on the international stage, such as China, India and last but not least, Brazil. However, because of Brazil’s inflation, low growth levels and the unpredictable Lula government, Brazil did not seem to be quite a reliable partner, able to qualify as a member of the new club of “strategic friends” of the EU. Therefore, it was not until January 2004 that the EU and Brazil signed the Framework Agreement for Scientific and Technological Cooperation. (Lazarou, 2011, 6-7)

In April 2005, during a Joint Committee meeting both parties admitted that their cooperation could be beneficial in many respects and defined the domains of potential benefits resulting from their cooperation. In 2006, EU Commission President, Jose Manuel Durrao Barroso visited Brazil in order to reinforce the links between the two sides and to acknowledge the fact that the Commission’s 2002-2006 Country Strategy for Brazil had failed to implement due to discrepancies between EU and Brazil’s legal frameworks for the management of bilateral cooperation projects. (Lazarou, 2011, 7) 

Arguments such as the ones previously mentioned, like the fact that Brazil had at the beginning of the new millennium, high levels of inflation, low levels of economic growth, the instability and unpredictability of its Lula government and the discrepancies between Brazil and EU legal frameworks, they have all slowed down to a certain extent the bilateral cooperation projects they had planned; these factors represent the domestic level variables (intervening variables) which “channel, mediate and (re)direct systemic pressures” (Schweller, 2004, 164)

However, only a year after that, the first EU-Brazil Summit took place in Lisbon, July 2007 establishing a comprehensive Strategic Partnership between EU and Brazil, whose main topics were effective multilateralism, climate change, sustainable energy, the fight against poverty, Mercosur’s integration process and Latin America’s stability and prosperity. As a result of this partnership Brazil as well as Mercosur became a priority for the EU, who provided 61 million euros to Brazil in the Brazil Country Strategy Paper 2007-2013 for the improvement of bilateral relations and trade and the protection of the environment. (Hassan, 2010, 7)

3.4.2. Political dialogue

Considering the fact that Brazil has passed through a period of redemocratization which determined the EU to be increasingly attracted to it starting with the late 1980’s, this fact led to the establishment of a political dialogue between the two sides. The political dialogue between EU and Brazil is governed by the 1992 EC-Brazil Framework Cooperation Agreement and the 1995 EU-Mercosur Framework Cooperation Agreement (EMIFCA). (Van Loon, 2010, 5) As regards the content of the Framework Cooperation Agreement, this reflected the potential strategic partnership of the two parties as the cooperation between the two was based on the mutual respect for democracy and human rights, both in the domestic and international arena (Article 1), indicating the possibility for further connections in areas such as trade, finance and investment (Article 2). (Lazarou, 2011, 6) 

With respect to political interests, both EU and Brazil are committed to inter-regional and multilateral arrangements such as the Rio Group and the United Nations (UN). The relationship with the EU has represented one of the top priorities on the Brazilian foreign policy agenda because during Cardoso’s government (1995-2002) the EU was recognized as an essential partner throughout the FTAA negotiations which went on at the same time with EU-Mercosur negotiations. However, after President Lula took over the Brazilian government in 2003, the EU had to compete for its place in relation with Brazil, as the president encouraged South-South cooperation as a foreign policy priority. (Van Loon, 2010, 6) Through these aspects we wish to emphasize the importance of the domestic situation in Brazil during recent years, which was strongly shaped by its different administrations. As a consequence, the domestic level aspects -intervening variables- have affected in some way the EU-Brazil bilateral relationship.

The political relations between the two parties were sustained until the first decade of the new millennium by the EMIFCA or by the EU-Brazil Framework Cooperation Agreement but after the rise of Brazil’s economic and political role in the international system, the EU acknowledged the necessity of a strategic partnership with this flourishing state in order to increase its prestige and strength on the global stage. Consequently, the EU Commission highlighted in a 2007 Communication to the Council and the European Parliament that: “the EU-Brazil dialogue has not been sufficiently exploited and carried out mainly through EU-Mercosur dialogue[…] The time has come to look at Brazil as a strategic partner as well as a Major Latin American economic actor and regional leader” (Lazarou, 2011, 7-8) In the previous lines, the independent variable of the neoclassical realist approach is once more visible, through the focus set on the increasing importance of Brazil as an economic and political global player.

Therefore, a few months later the first EU-Brazil summit took place in Lisbon, on which occasion the Strategic Partnership between the two parties was set up, revolving around the following issues: multilateralism, climate change, sustainable energy, regional integration and the fight against poverty. That is how Brazil officially became a partner of the EU. (Lazarou, 2011, 8)

3.4.3. Cooperation

As previously mentioned, through the launching of the Strategic Partnership, EU and Brazil have agreed to cooperate on a number of issues such as migration, human rights, energy security and climate change but, given the recent settlement of the partnership, cooperation in most areas is yet to be institutionalized. Regarding cooperation on migration there are ongoing negotiations on illegal immigration with the purpose of setting up closer cooperation on this topic between the two parties. (Hassan, 2010, 7)
With regard to cooperation on human rights, both EU and Brazil have engaged to respect the rule of law concerning human rights. They have both promoted the establishment of global standards and tools for implementation in this respect. Thus, there is great potential for further collaboration in the Human Rights Council and the UNGA (United Nations General Assembly). The EU desires to work tightly with Brazil to co-sponsor certain initiatives with it and to determine greater consensus on specific human rights’ issues in the UN bodies. Furthermore, they both support the promotion of democracy and the rule of law, and good governance in the international system. (Hassan, 2010, 7-8)

One of the main factors in EU bilateral relation with Brazil is the concern over energy security and climate change and that is because Brazil is the custodian of the largest remaining areas of rainforest in the world and an essential partner of the EU in its international combat against climate change and decline in biodiversity. The EU and Brazil share a concern towards a range of environmental issues such as water management, unsustainable patterns of consumption and production, the marine environment, the global mercury challenge. (Hassan, 2010, 8)

The two parties share also the idea that cooperation with regard to biofuels and renewable energy may be mutually beneficial, which is why a partnership in the context of the International Biofuels Forum has been initiated by Brazil in March 2007. Furthermore, the EU wishes to further cooperation on energy efficiency with Brazil through a future international framework agreement. (Hassan, 2010, 9)
3.4.4. Trade perspectives?
According to some voices, common sense would suggest that EU trade priorities should refocus on the WTO and on Deep Comprehensive Free Trade Agreements within the Eastern Partnership and the Euro-Mediterranean Partnership (Pirzio-Biroli, 2010, 11) and leave Latin America at its old statute of “forgotten continent”. Yet, the continuation of a biregional strategy including bilateral trade agreements between the EU and Mercosur members, especially with those which are also main global partners for the EU, such as Brazil for example, is not a prospect out of any odds.  

We consider worth mentioning the fact that Brazil represents a key factor in EU ongoing negotiations for a free trade agreement with Mercosur and that it ranks as EU 10th trading partner, accounting for 12,4 % of total EU imports, being the biggest exporter of agricultural products to the EU in 2009. For a change, EU is Brazil’s biggest trading partner, accounting for 22,5 % of its total trade and also the biggest foreign investor in Brazil.(Lazarou, 2011, 8)  Furthermore, it is worth considering that the EU-Brazil Strategic Partnership makes only some slight references to the trade area, stating its support to the interregional negotiations on the EU-Mercosur level. (Lazarou, 2011, 10-11)

3.4.5. Strategic partners
In the following pages, we shall focus on analyzing the concept of strategic partnership in order to better understand the implications of this kind of relationship for both of the parties involved, in this case the EU and Brazil. First of all, it is worth mentioning the fact that this type of partnership is considered a method by which the EU is attempting to maximize its power and space for maneuver on a global scale and to boost its self-esteem and prestige in the international arena. (Van Loon, 2010, 6)

Most of this subchapter concentrates on the independent variable of the neoclassical realist theoretical approach, namely the relative power and position Brazil has recently acquired on the international stage and the way this influenced EU in its shift from inter-regionalism with Mercosur to bilateral relations with Brazil. The actual investigation of this fact will be thoroughly explored in the next chapter, the Analysis Chapter.

As stated beforehand, the Strategic Partnership of the two parties, the EU and Brazil was announced during the 2007 Summit in Lisbon, aiming to “help Brazil in exercising positive leadership globally and regionally and to engage with the EU in a global, strategic, substantial and open dialogue both bilaterally and in multilateral and regional fora”. (COM 2007a: 2) Thereby, the establishment of this partnership represents a turning point in the EU strategy regarding the Latin American Continent. (Van Loon, 2010, 7)

At the beginning of the new millennium the international system as well as the view on the EU’s position in the new context were shaped by the “emerging powers” (Schrim 2010), “the new leading powers” (Lael-Arcas, 2009) or the “mammoth countries” ( De Vasconcelos 2008:13), known also as the BRICs: that is to say: Brazil, Russia, India and China, according to the Goldman Sachs study, which argued that these new powers will participate in the construction of a “dramatically different world” (Goldman Sachs 2003:4) The method utilized by the EU in order to sustain its position in the international system and not vanish with the new world order, is to establish a network of relations, or strategic partnerships with the above mentioned emerging powers, and in this case, with Brazil. (Van Loon, 2010, 9)

On the one hand, one of the main implications when signing this agreement was for the EU to increase its visibility in Brazil. For instance, the Commission’s report preparing this Strategic Partnership underlined that fact that one of the priority objectives of this initiative has the aim “to raise the EC’s profile in Brazil and vice-versa” (COM 2007b:3). On the other hand, Brazil would benefit also from becoming a close partner of the EU, one of the traditional economic and political powers in the international system. The President of the EU Commission’s declaration confirms what we stated before:” acknowledging Brazil’s qualification as a “key player” to join the restricted club of our strategic partners” (Barroso, 2007)

Nevertheless, this strategic partnership, aims not only to grant international recognition to the EU but also to answer international economic and geopolitics interests of the EU, influencing international politics and the development of Latin American policy.

Further on, we consider it is essential to specify that the EU took a different turn in its foreign relation strategy, shifting its interest towards Brazil because it was unsuccessful in the inter-regional negotiations with Mercosur and CAN, which were meant to lead to Association Agreements (AA) with each of the two groupings.(Van Loon, 2010, 2)

As far as Brazil is concerned, the Strategic Partnership with the EU, just as its relationship within Mercosur, is seen as a means of contribution to its recognition and international projection in and outside Latin America.

Another reason that made Brazil a very attractive partner for cooperation is the fact that is has been very active in diplomatic relations, interregional and multilateral negotiations. “In the last decade, Brazil not only demanded more status and power in global governance (e.g. in the UN Security Council and the IMF), but also frequently distanced itself from Western models of capitalism and emphasized divergent ideas on the role of the state and the market in governing the economy nationally and multilaterally” (Van Loon, 2010, 11). 

For the EU, the political dialogue with this “natural leader in South America and a key player in Latin America” (COM 2007a:2), who is also a “champion of developing countries in the UN and at the WTO”, assists the release of the negotiations led on the regional level with Mercosur and at the multilateral WTO level. As we previously noted, the EU-Brazil Strategic Partnership is a direct result of the failure to sign the EU-Mercosur AA:” This decision, which was somewhat against the grain of the inter-regional approach of the EU itself, had initially raised concern in other Latin American countries, such as Argentina”, but in fact it was set up in order to reinforce Mercosur. (Valladao 2008, 40)
IV. Analysis

Until where can the neoclassical realist eye follow the shift towards bilateralism? 

As stated beforehand, the analytical chapter of our dissertation paper seeks to explore the neoclassical realist explanation to the EU foreign policy shift from inter-regionalism with Mercosur to bilateral relations with Brazil. In order for that to happen we shall asses the extent to which the neoclassical realist main assumptions match our problem formulation and whether they can explain the EU change of focus from inter-regionalism to bilateralism. Therefore, the data gathered in the previous chapters and particularly in the third chapter will be filtered through the three variables of the neoclassical realism (independent, intervening and dependent) for the purpose of answering to our problem formulation. In the attempt of offering a possibly more comprehensive explanation for this issue, we have coupled neoclassical realism with the complex interdependence theory developed by Keohane and Nye. Furthermore, in the event that some matters will be disregarded by the two theories, we shall take this into account, stating exactly what the two theories failed to explain and why.

4.1. THE INDEPENDENT VARIABLE

When describing the main characteristics and assumptions of the neoclassical realist theory we mentioned a causal chain, made up of three variables, out of which, the first and most important of them was the independent variable, defined as the relative power of a state in the international anarchic system. As Fareed Zakaria stated, “the most powerful generalizable characteristic of a state in international relations is its relative power in the international system” Therefore, in this subchapter we will largely present the independent variable of the neoclassical realist approach, i.e. the relative power of the three entities entangled in this triangle of relations, the EU, Mercosur and Brazil, trying to investigate why and how their positions on the global stage have influenced each other.

As mentioned in the descriptive chapter, the EU was interested in pursuing a close relationship with Mercosur since the creation of this bloc owing to the historical and cultural ties between the two, but mostly due to the new position Mercosur had acquired on the international arena thanks to its rapid economic growth and the investment opportunities in its interior. As we can see, the independent variable weighed a lot in this case, orienting the EU interest towards this region. 

Furthermore, in the early 1990’s, the promotion of regional integration had become a top priority for the EU foreign policy, and as a result Mercosur represented probably the best opportunity for the EU to export its model in the world and promote its role as a “civilian power”. More than this, we can say that the EU desired to foster regional stability and the consolidation of democracy in Mercosur as an instrument of protection of its own values. Therefore, we can argue that through its policy towards Mercosur, the EU tried to verify its capacities of influencing other regions of the world and building a higher political position on the international stage.

More than this, inter-regionalism became for the EU its new favorite trend, utilized as a way of justifying and also augmenting its legitimacy and efficiency as a global actor by the promotion of other regional or inter-regional dynamics. Regarding the matter of power on the international stage, inter-regionalism was perceived as a means of balancing this power among the key economic regions of the world, that being one of the reasons for which the EU considered it in the first place, in order to stop the development of greater powers (such as a group comprising of the entire Western hemisphere, had the FTAA between the USA and the Latin American countries been signed). 

Additionally, inter-regionalism arose from the need of bringing together the resources and abilities of the EU and Mercosur for them to withstand the present economic and political issues and challenges. Secondly, the EU-Mercosur inter-regionalism facilitated trade liberalization and privatization and benefited the market opening strategies of the EU, ensuring social and economic development. Consequently, inter-regionalism can be seen as a functional tool of the EU foreign policy, which helped it acquire power and attain its economic aims.

Soon after that, however, Mercosur was facing internal issues such as corruption, drug trafficking, incapacity to implement common legislation, failure in achieving the common market, which made the region as a whole less attractive as a partner for the EU, who in turn oriented itself towards the new emerging power of the South American continent, namely Brazil. Thereby, despite the conclusion of an Inter-Institutional Agreement and an Inter-regional Cooperation Agreement between the EU and Mercosur, the much awaited Association Agreement which had been planned at the Rio de Janeiro Summit in 1999 has not been signed until now, which raises many questions regarding the EU commitment to inter-regionalism and capacity of sustaining this type of foreign policy in the present situation of the international scene. Consequently, on the background of the almost failed inter-regional negotiations of the EU and Mercosur, Brazil became appealing for the EU as the next best solution given Brazil’s new international rise/prominence.

As a result, the rising power of Brazil had a great impact on the EU who started considering further cooperation with this country and soon after that, at the EU-Brazil Summit in Lisbon 2007, presented a Strategic Partnership proposal to it. Analyzing this fact from the perspective of the neoclassical realist independent variable, we can affirm that the EU acknowledged the significant power Brazil had acquired in the international system and that is why it started pursuing a closer partnership with it. Advancing in this direction, we can interpret EU desire to strengthen its ties with Brazil as an instrument of expanding its power, influence and prestige on the global stage. The statement made by the EU Commission in its 2007 Communication to the Council and the EP confirms the fact that Brazil had become by that time a significant regional leader and partner which was more than worth considering by the EU.

Furthermore, the essential prediction made by the neoclassical realists regarding the development of states is that the relative amount of material power resources states possess shapes the magnitude and ambition of their foreign policies, determining them to wish to exert even more influence around them. Therefore, we can assume that the EU pursued closer cooperation first with Mercosur and then particularly with Brazil as a result of its foreign policy ambitions and aspirations.

The emergence of the “new leading powers”, or the BRICs on the global stage that allegedly will contribute heavily to the establishment of a new world order, determined the EU interest towards them, which attempted to create a network of strategic partnerships with them in order to ensure its power and position in the world system. The BRICs member that makes the subject of this paper, Brazil, would benefit also from this partnership, as the EU would facilitate its regional and global leadership. The main underlying reason for the establishment of this agreement was for the EU to acquire increased visibility in Brazil and vice-versa, as Brazil would also take advantage from this partnership with one of the traditional economic and political global players. By the time this agreement was signed, Brazil had become qualified to join the restricted club of of EU strategic partners, according to the President of the EU Commission, Jose Manuel Barroso. 

For Brazil, the Strategic Partnership with the EU was considered as an instrument to further its recognition and international projection inside and outside Latin America.

In addition to this, the EU was attracted by the intense diplomatic activity of Brazil, which made this country a reliable partner for cooperation, supporting many of its causes in the international fora. Brazil also stand out as a distinct voice in comparison with the traditional Western models of capitalism, by emphasizing different ideas regarding the role of state and the market in governing the economy nationally and multilaterally.

Moreover, according to the neoclassical realist main assumptions, the lack of a central authority in the international system to solve disputes causes the relations in the system to be conflictual and oriented towards competition. In more relaxed circumstances, with low chances of military conflict, the states focus on issues other than security, such as economic growth and trade, but still on a competitive basis. That is where the role of the relative power comes in, defining and shaping state behavior and even its foreign policy. 

The present context on the global stage, at least as far as the EU, Mercosur and Brazil are concerned, is similar to the situation described before, in the way that neither of them is facing any significant security threats at the moment, which is why they do not allocate most of their resources to this issue, but concentrate on other issues. The resource capabilities and power of these three global actors and particularly of the EU and Brazil are directed towards acquiring even more economic and political power based on alliance with some actors and competition with other ones. On this background, the EU international recognition as a traditional global player is well established but, because of the economic crisis and many other factors, is facing a more difficult period where a re-boost of its prestige and strength would be very much needed. Thereby, the possibility of cooperation and close partnership with Brazil seemed like a very good opportunity for the EU to enhance its global visibility and power.

According to the neoclassical realist central concept, the independent variable which is referring to the relative power of a state is represented by the “capabilities and resources with which states can influence each other”. In the context of the present paper, the above mentioned actors have influenced each other through their capabilities and powers in several meaningful ways.  The EU first approached Mercosur being attracted by its economic growth and investment opportunities, whereas Mercosur found the alliance with the EU favorable in economic and trade terms but also political terms, as the EU was and still is the most developed political union in the world possessing great experience when it comes to institution building, decision-making processes, and it is one of the most important providers of development aid around the globe. Through their cooperation on various matters they have influenced each other in many positive ways, however, at some point the strengthening of inter-regionalism became difficult for both parties which is where Brazil intervened as a greater opportunity for the EU.

As we marked out previously, the reorientation of the EU towards Brazil is a result of the failure in concluding the EU-Mercosur AA, and even though it worried some of the Mercosur countries (Argentina) as being against the principles of inter-regionalism, was in fact projected to strengthen Mercosur. By analyzing the domestic situation in Mercosur and Brazil in the next subchapter we shall shed some light over these issues.

4.2. THE INTERVENING VARIABLE
According to one of the most prominent neoclassical realists, Fareed Zakaria, a thorough analysis of the foreign policy of a country needs to include the independent variable but also the intervening variable composed of the domestic structure of the respective country plus both systemic and domestic pressures. Thus, in order to understand the relation between the relative material power of a state and its foreign policy, it is necessary to make an in-depth analysis of the context within which that country’s foreign policy was initiated and implemented.

Consequently, as follows we shall concentrate firstly on the domestic situation in Mercosur and the EU and the relations established between the two in order to investigate  the potential roots of their foreign policies and the possible reasons for the loosening of their ties and their inter-regional partnership. After that we shall introduce Brazil in this equation in order to emphasize other aspects of the EU-Mercosur relations and the involvement of this country in their relations.

4.2.1. Domestic situation in Mercosur and its effects upon EU-Mercosur relations
As we emphasized in the descriptive chapter Mercosur and the EU share close historical and cultural bonds which caused similar political, economic and cultural traditions, values and laws, being both strong supporters of the UN Human Rights Charter, and of the principles of political democracy and the open market economy. They also have a common model of integration based on similar instruments for economic and social development striving to promote international peace and stability. In addition to this, they share a common free trade policy.

For these reasons, the two blocs decided to collaborate and established two important agreements. However, despite the signing of an Inter-Institutional Agreement between the two, through which the EU was supposed to ensure institutional support, staff training, technical assistance, and enhance Mercosur integration by strengthening its institutional framework, things did not proceed as planned, various problems slowing down Mercosur integration and even causing its stagnation. 

However, efforts have been made towards bringing this bloc closer to the EU through the conclusion of the Inter-regional Cooperation Agreement in 1995 which had the purpose of consolidating the ties between the two blocs and their economic and commercial cooperation. This agreement aimed for the establishment of an Association Agreement between the two regions, for the purpose of which four inter-regional institutions were set up.

Nonetheless, the European Commission identified in 2007 various disturbing issues regarding the progress of the domestic integration in Mercosur, such as a serious need for improvement of their decision-making process and their capacity of implementation and enforcement of the common legislation, their failure in achieving a common market, their unsuccessful attempts of raising awareness and involvement of its civil societies in the regional integration project. Considering the fact that the above mentioned issues are taken very seriously by the EU member states, which have made great efforts for the success of the EU integration and the level of Mercosur integration is sensibly lower than the one of the EU, this made it harder for the EU to pursue inter-regionalism with this bloc. 

Therefore, we can observe that the intervening variables from our topic, that is to say Mercosur domestic institutional structure and its deficiencies have strongly influenced the EU-Mercosur relations, contributing severely to their stagnation. Despite the cultural ties and political principles shared by the two regions and the many efforts which have been made on both sides for their partnership to work and thrive, which were materialized in two important agreements and the establishment of an inter-regional institutional framework, Mercosur did not manage to fulfill the EU expectations regarding its integration. Furthermore, according to the neoclassical realism approach, the perspective of the political leaders and elites has the capacity to change or divert the direction of a foreign policy, and in this case the perspective of the European Commission upon the domestic integration in Mercosur, influenced also in a negative way the inter-regional negotiations between the two parties.

After this the EU, however, was still interested in the completion of the Mercosur Common Market and for this reason it invested in areas which are supposed to foster the EU-Mercosur AA, such as Mercosur institutionalization, the deepening of the implementation of the EU-Mercosur AA and strengthening the civil society participation, EU-Mercosur mutual understanding and visibility, in total allocating 40 million euros to this cause. 

Even though during its twenty years of existence Mercosur has been a steady promoter of peace and stability, generating a high level of political dialogue and strengthening internal and international cooperation, in recent years it has faced severe internal difficulties, which are causing its integration to stagnate for not achieving its main objectives. The resurgence of protectionism of Argentina determined one of the most tense situations in Mercosur history, which is considered as defiant by the other Mercosur countries, an exception to the union basic principles and labeled as unacceptable by the EU. In these conditions, it is not hard to imagine why the EU lost a great deal of its interest in the region, given the fact that it reflects less than it used to the union basic principles.

According to the neoclassical realists the strength and the structure of a state, in our case a political union, relative to their societies must be also taken into account because it influences the amount of national resources which can be allocated to foreign policy. In the circumstances of the severe internal problems that Mercosur is facing which are determining its stagnation, and especially because of the lack of a common voice inside it, it is particularly hard for it to focus on its foreign relations with the EU, and to meet the requirements this union has imposed on it especially regarding integration and its institutional framework.

Concerning the EU interest in the region, although the EU itself is facing a reforms period, it will pursue the best interests for both sides of the Atlantic as it was confirmed also by the Chairman of the major EP group, Joseph Daul. Additionally, the Chairman expressed the necessity of setting up a political forum gathering Brazilian Parliamentarians and members of the EU Parliament which could be converted into a fully-fledged inter-parliamentary delegation starting from 2014. He stressed the fact that both the parliamentary delegation with Mercosur, but particularly the one with Brazil should be developed because Brazil is a global power that deserves a strong political investment from Europe. The assertion of this fact marks the open interest that the EU has in Brazil and its opportunities for investment.

However, in June 1999 the EU and Mercosur started negotiations for an Association Agreement which would reinforce the three pillars of political dialogue, cooperation and economic relations. After three years of negotiations, the political and cooperation chapters were accomplished, though some issues persisted still on the trade agenda. A potential reason for this could have been the fact that some of the EU member states had a hard time committing to the AA with Mercosur because of the significant lower economic levels of Mercosur member countries in comparison with the average economic level of the EU. Additionally, the EU member states felt they have to protect the EU Common Agricultural Policy from the entry of Mercosur with increasingly competitive goods on the EU market. Moreover, the crisis in Argentina and the effect this had upon all the Mercosur countries affected the EU perspective on this matter, determining it to loose interest in the area.

Nonetheless, the European Commission expressed its support for this process even throughout the crisis, sustaining the further integration of Mercosur and the EU commitment to intensify and speed up the AA negotiations. For this purpose, in the following years there have been decided the structure, methodology and timetable for the AA plus the decision of establishment of a Permanent Court for Dispute Settlement and an institutional framework for the future AA.

One of the most significant external factors which could seriously interfere in the EU-Mercosur trade relations, preventing their inter-regional closer cooperation, is the penetration of Chinese products on the domestic market of Mercosur and particularly of Brazil and Argentina, which has put the industry under pressure. Given the fact that these difficulties could affect Mercosur capacity to fully open the industrial sector to the EU, this issue could have serious repercussions on the EU-Mercosur relations. As a result, the advance of Chinese products on the Mercosur markets needs to be taken into consideration as one of the strongest external obstacles in the way of EU-Mercosur inter-regional relations. 

Regarding the systemic pressures, such as the interference of the Chinese products on the Mercosur market, the neoclassical realists argue that they are able to shape the general direction of a foreign policy but not its precise details. Thereby we can assume that the EU foreign policy was affected by this factor to some extent, but it was probably not completely shaped by this factor alone. We shall develop on this idea when we will investigate the effects of the systemic pressures upon EU-Mercosur inter-regionalism.

Recently, on the background of the density of trade talks, one needs to question Mercosur capacity to promote and consolidate internal integration and act substantially as one trade bloc in the negotiations. What is more, the recent trade tensions between the two most powerful countries of the union, Brazil and Argentina represent also a factor which contributes to the loosening of Mercosur integration. In 2011 Argentina decided to submit cars and auto parts products to a non automatic licensing system and in return Brazil imposed similar retaliatory non-tarrif barriers. As a result at the beginning of 2012 Argentina introduced new bureaucratic obligations with the purpose of burdening importers’ work. Unfortunately these tensions have not finished yet in fact similar measures are expected from the Brazilian side in the near future.

Given the many internal problems that Mercosur is currently facing, its intergovernmental manner of dealing with partners, the inequalities in the interior of the South American trade union due to the existence of a superpower among its members, that is to say, Brazil, the prospects of concluding a trade agreement between the Mercosur bloc and EU-27 are very slim. There are many motives which could justify this situation such as the poor prospects for a balanced deal, the lack of a clear strategy on FTAs, weak impact assessments, the incoherence with the EU policies such as the CAP and the one regarding the environment, costs for the EU budget, weakening of multilateralism and the WTO, unfavorable consequences for trade with other EU partners and unforeseeable dynamic effects in the case of Mercosur enlargement.

In the present circumstances, it is probably necessary for us to question the EU capacity of sustaining inter-regionalism with Mercosur, given Mercosur failure to fulfill expectations concerning its economic development, democratic strengthening and international insertion. Furthermore, it needs to be emphasized also that Mercosur has an intermediate position in the world, probably not representing a prosperous enough union to become a full EU partner. 

4.2.2. The influence of the changes in the EU context upon EU-Mercosur relations

The recent changes inside the EU borders have also hindered the development of bi-regional ties between the EU and Mercosur as part of Latin America. The EU enlargement with 12 new member states has determined the increase of the heterogeneity of interests inside the bloc causing the EU to pay even less attention to Mercosur, as none of the new EU member states has a special interest in this region. In addition to this, the EU institutional crisis has affected the functioning and efficiency of the institutions and the decision-making processes and the EU capacity to pay proper attention to the relations with the Latin American sub-regions as they were not high on their agenda.

The EU strategic attention has been oriented more and more towards the South-East of the enlarged Europe, namely the conflicts and tensions in Kosovo, Caucasus, South Ossetia, Nagorno-Karabakh and Transdniester and the ones in the Middle East (the Palestinian-Israeli dispute the wars in Iraq, Afghanistan and Iran), which has reduced severely the attention otherwise given to the Latin American region and especially Mercosur, which in the present circumstances does not represent a major threat. Another top priority on the EU foreign agenda is represented by the Asia-Pacific region, for which the EU has a defined strategy, unlike in relation to the Latin American sub-regions, which have take a secondary role.

The recent adoption of the MDGs by the UN has determined the Latin American countries to be considered middle-income countries and thus not qualifying anymore for development aid from the EU, which made the EU lose even more interest in the region.  Last but not least, it must be said that the lack of a cohesive and efficient Latin American lobby in Brussels in the circumstance of EU diminished interest in the region makes EU-Mercosur prospects for a closer partnership even slimmer. 

By relating the changes which recently affected the domestic situation in the EU such as the enlargement and its institutional crisis but also the different directions of its foreign policy interests towards the Asia-Pacific and threats exerted by the Balkans and the Middle East region to the EU-Mercosur relations we can conclude that the above mentioned reasons offer some justification for the EU gradual loss of interest in establishing an AA with Mercosur. 

By interpreting these facts through the neoclassical realist lenses we could agree with the neoclassical realist argument that states react to some uncertainties of the international anarchy by trying to control and shape their external environment. The EU has indeed tried to shape the external environment, its relations with the Asia-Pacific, Mercosur regions according to its main interests, that is to say to promote its values in the world and create large commodity markets for its products. The EU spent great amounts of resources and time trying to strengthen Mercosur regional integration and promote inter-regionalism through its relation with Mercosur with the purpose of getting some economic profit through trade, but as it did not work out as expected, it moved on towards Brazil.

Various systemic pressures have also affected this relationship, which is why we will focus on them in the next subchapter.

4.2.3. Systemic pressures upon the EU-Mercosur relations

One of the central concepts of neoclassical realism is represented by the impact of the international environment upon the state’s foreign policy. According to this principle, a country’s foreign policy cannot transcend the limits or opportunities set up by the international system, which is why these limits and opportunities must be equally investigated. The most important systemic pressures affecting the inter-regional relations of the EU and Mercosur will be explained in the following lines. 

The global economic crisis has severely hit the European countries and indirectly this has caused negative effects upon Latin American sub-regions, including Mercosur, such as the fall in external demand, lower interest rates, a drop in foreign investment and the dependence of the region on exports of raw materials with little added value. Furthermore, the EU budgetary changes entailed by this crisis will probably affect cooperation with this region.

The new American government of Obama which is strongly oriented towards Brazil, but less oriented towards Mercosur, could influence also the EU to increase its interests in this country. The critical situation in the Middle East characterized by the Israeli-Palestinian dispute, the wars in Iraq, Afghanistan and the rise of Iran as a potential nuclear power have determined increased military attention from the European countries towards this region, and it has been detrimental to the Mercosur region, among other Latin American regions. The rise of the Asia-Pacific region as the new centre of power, which has monopolized the greatest opportunities and challenges for both investors and traders, has determined the EU countries to prioritize it and to loose interest in other regions such as Mercosur.

Despite the fact that for a while the deadlock of the WTO trade talks and the suspension of negotiations in July 2006 has rendered regionally-oriented strategies attractive to the EU, overall this deadlock distorted trade negotiations between the EU and Mercosur. In addition to this, the new international consensus as to the MDGs adopted by the UN which excluded Mercosur countries from among the poorest countries of the world made these countries unqualified for development aid from the main development aid provider, the EU and diverted the EU interest once more in other directions, in this case Africa and Asia.

Probably the most interesting and controversial innovation of neoclassical realism, the domestic–level variables, represent the main source of distraction from the state foreign policy predicted by the structural factors. This means that the domestic-level variables determine the final policies and actions by responding to systemic pressures. The EU-Mercosur inter-regional relations have been shaped by the internal processes inside both Mercosur and the EU, which have been previously analyzed and the systemic pressures which have influenced the domestic situation leading to the formulation of the foreign policy. In this case the systemic pressures have equally discouraged the EU from further pursuing an AA with Mercosur, as the international context did not favor the EU interest in the region.

4.3. The rise of BRAZIL and its influence on the EU-MERCOSUR relations

Concerning the direction of the Brazilian foreign policy in relation with Mercosur, this country developed its foreign policy on two main dimensions: the consolidation of Mercosur regional integration and on the other side fostering less structured cooperation and integration initiatives in the region. The balance between these two dimensions reflects the divergent aims and interests of the Brazilian foreign policy during its various administrations and also its international standing in relation to the other global actors.

The shift of the Brazilian foreign policy from bilateral agreements with its South American neighbors to building its regional leadership started in 1979 with the rise of power of João Figueiredo. That is when Brazil started prioritizing action in multilateral forums, but it was in 1985 when the turn towards regionalism actually took place through the state acknowledgement of regional integration as a top foreign policy priority. On the political level, Brazil used Mercosur as an instrument to resolve various issues regarding South America with its Argentine neighbor. From this point of view, Mercosur strengthened Brazil’s bargaining position giving it more weight on the international scene. 

However, this fact and the devaluation of the Brazilian currency negatively affected the Argentine economy in 1999. The Brazilian way of acting reflected the fact that their decision had been taken without consultation with the other members of the bloc, and it mostly considered its national sovereignty, disregarding the overall picture of the region, which was supposed to include as well the interests of the other countries. More than this, the Argentine economic meltdown caused the reorientation of Brazil towards its other South American neighbors, other than Argentina. In spite of these facts, in 2001 Brazil decided to bring Mercosur to life, offering Argentina serious political support. During the Cardoso and Dulhalde administrations the two states became close again, which brought Brazil international recognition and prestige on the international stage.

Thereby, most of the Brazilian efforts towards establishing its regional leadership were made during the Lula administration, that is in between 2003 and 2010, when Brazil started to give priority to the construction of the Brazilian leadership in South America, particularly by strengthening multilateral institutions in the region. Nonetheless, the recent integration efforts made by Brazil have attracted diverse reactions from the neighboring countries, and especially negative reactions from Argentina. This country has been the greatest opponent to the new Brazilian economic status and the increasing role Brazil had in the region. However, it is well know the fact that inside South America, Brazil acts and works as an integration vector playing an important role inside the other regional entities as well, namely CAN, UNASUR and CELAC.

Despite of the existence of the other regional entities, Mercosur remains for Brazil the cornerstone of regional integration and inside Mercosur, the most important partner, irrespective of the existent difficulties, has always been Argentina.  The relationship that these two strategic partners share represents the stabilizing axis of the region, managing to surpass obstacles such as the historical commercial disputes, or the more recent Argentine reticence to accept Brazil’s global rise. In recent years, the two countries have been more open to each other: Argentina under the Christina Kirchner government seemingly accepts more easily the potential gains that Brazil’s protagonist role could bring to the region. In order to be an efficient leader of Mercosur, Brazil needs to nurture its relationship with Argentina because only through this relationship it can acquire deeper coordination and further integration in the region. Moreover, Brazil must make efforts to convince its neighbors of its true devotion to the interests of all Mercosur member states, and not its own interests. 

Because of the Brazilian rise inside the Mercosur bloc, this country has had a double status, perhaps undermining the balance inside Mercosur on account of some disputes with Argentina but on the other side representing still the integration vector of the region. The decision to devaluate its currency in 1999 based only on its national sovereignty interests and disregarding the interests of the other Mercosur member states severely affected the Argentine economy. Moreover, Argentina has been very reticent in accepting the new status of regional and global power of Brazil, opposing great resistance to it. These factors have also influenced the regional integration in Mercosur, making it increasingly difficult for Mercosur to fulfill the EU requirements regarding integration so as to qualify as an adequate partner for an AA.

Concomitantly, Brazil became interested in cooperating with the EEC, the future EU,  on its own, which is why they started diplomatic relations in the 1960’s establishing a cooperation agreement with the EURATOM, setting up a Brazilian diplomatic mission in Brussels in 1961 and signing various commercial agreements throughout the 1970’s. Because of the political and economic instability in Brazil, and also due to the absence of a well established EU foreign policy, during the 1980’s the interaction between the two sides decreased until the signing in 1992 of a Framework Cooperation Agreement.

During the next couple of years, the EC interest reoriented towards Mercosur again because the agreement established with Brazil was concentrated on low-politics areas. Moreover, at the beginning of the new millennium, Brazil was facing a more difficult period, characterized by inflation, low growth levels, and the unpredictability of the Lula government which did not make the country seem like a reliable enough partner for the EU. That is why the relations between the two parties developed more slowly, and they finally decided to sign the Framework Agreement for Scientific and Technological Cooperation only at the beginning of 2004. In addition to this the EU Commission Country Strategy for Brazil for the years 2002-2004 failed to implement because of the multiple discrepancies between the EU and Brazil legal frameworks.

All the issues that the Brazilian state and society have faced during the 1980’s, 1990’s and at the beginning of the 21st century have affected the bilateral cooperation projects between the two sides, slowing down their efforts of coming closer on various levels. However, not long after this, Brazil internal situation reached stability and even prosperity, which made it increasingly attractive to the EU, which proposed the establishment of a Strategic Partnership to this country and provided it with 61 million euros in the Brazilian Country Strategy for 2007-2013.

Regarding the internal political perspective that the Brazilian leaders had on the country’s relationship with the EU, during Cardoso’s government (1995-2002) the EU was recognized as an essential partner throughout the FTAA negotiations which went on at the same time with the EU-Mercosur negotiations. However, the successor of Cardoso, President Lula supported more South-South cooperation as a top priority of foreign relations, which made the EU compete for its title of essential partner. 

Concerning the commercial relations between the EU and Brazil, we find it extremely important that Brazil represents a key factor in EU ongoing negotiations for an FTA with Mercosur, ranking as EU 10th trading partner, while the EU represents the biggest trading partner and foreign investor of Brazil. Moreover, even if the Strategic Partnership established between the EU and Brazil makes only some feeble references to the trade sector, its stresses, however, its support to the inter-regional negotiations on the EU-Mercosur level. In other words, this agreement wishes to dismiss all arguments which might arise sustaining that the EU partnership with Brazil aims to diminish inter-regionalism and strengthen bilateralism. In fact the new bilateralism proposed by the EU is a result of the domestic politics of the EU and external pressures, as evidenced by their Strategic Partnership.

Furthermore, nowadays Brazil’s power is thriving as a consequence of two decades of democratic governance and financial stabilization, which gave rise to high economic growth rates, the increase of the middle class, macroeconomic stability, social inclusion, which all of them contributed to the rise of the country’s power, and facilitated its international activism. In these circumstances it is not hard to understand the EU interest in this country. 

Regarding Brazil’s role in the Mercosur region, despite the many efforts made by the Lula government to strengthen regional integration in Mercosur, integration stagnated on account of many factors: domestic issues compromising its development, the 1990 economic turmoil and the absence of fiscal policy coordination. In addition to this, the Mercosur member states tried to cope with these issues on their own, pursuing individual solutions to these problems. The lack of a clear consensus as to the consolidation of the regional integration process, the existence of certain opposing interest groups and the embryonic stage of supranational institutions in Mercosur have slowed down the process of integration, causing its stagnation. More than this, as regards the EU-Mercosur relations, the lack of consensus in relation to the trade liberalization of some sensitive items brought about unexpected additional difficulties. As a consequence, the EU interest in the bloc has decreased severely over time, being replaced by the increasing interest in the Brazilian state. 

4.4. THE DEPENDENT VARIABLE

The EU foreign policy strategy (political outcome)

Neoclassical realism defines foreign policy by not recurring patterns of behavior, as its dependent variable. Starting from this thought, in our analysis we argue whether the balance of power context, to which neoclassical realism stays true offers a comprehensive explanation to our problem formulation. Organized on three levels (the international, the state, and the individual) the neoclassical answer for the EU policy strategy shift towards Mercosur is related to the EU perceived accurately the rise of Brazil, the US and China interest in this actor, the problems inside Mercosur and the appropriate balancing made by the EU at the international level through systemic, cognitive and domestic variables.  The explanation offered by neoclassical realism refers to power in a materialist sense and its cognitive understanding is on behalf of the political actors as the systemic pressures but it is affected by domestic variables such as elites, institutions and social actors. Based on the assessment of uncertainty stemming from its interpretation of the power context, the EU Commission formed its preferences on what the EU's responsibilities for European external strategy should be and how it should relate to other regions. More specifically, the mixture of isolationist and unilateralist signals sent by the US regarding Mercosur, and the special attention received from the US and China due to the rise of Brazil increased the EU concerns about the efficiency of its regional approach and challenged its commitment and ambition for inter-regionalism in global governance. The EU adapted to this uncertain power context by promoting stronger responsibilities for global governance in its strategic partnership with Brazil shift to which neoclassical realism refers as appropriate balancing. How the EU foreign policy (the dependent variable) was shaped by international power (the independent variable) but considerably pushed and pulled by domestic politics (the intervening variable) is what we will explore in the following lines of the analysis.

 Neoclassical realism, however, concentrates on "high politics" and shares much of its analysis on the conflicting consequences of anarchy. However, the realists are not optimistic about the ability of states to develop enough confidence required to enter in interregional schemes based on in-depth integration. Indeed, the neoclassical realism as a realist approach assumes that the basic motive that guides states is survival and the main objective of the states is to maintain their sovereignty. For this reason, this approach is not specially designed to explain the political and economic integration of Mercosur, or of the EU and has little therefore to explain about their inter-regionalism. Indeed, the relative success of the process of EU integration is in the form of living proof, a kind of "anomaly" in realist theory.

From the three levels analyzed by neoclassical realism the ultimate causal power is attributed to the international level through which the theory seeks to build real answers. 
The case made by the EU shift from regionalism towards ‘effective multilateralism’ as a major goal and an umbrella for its bilateral relations with its strategic partners can be partially explained by the neoclassical realism. The explanation that can be offered by this theoretical approach is covering the balance made by the EU seen as a “region state” after the threat assessment, the strategic adjustment and of course the resource extraction in order to respond.  Differing from its regionalist approach in the 1990s–the EU has reinforced relations with a selected group of global actors, identifying bilateralism as a key step towards effective multilateralism. In this context, the bilateral strategic partnership is presented as an innovative means of striving towards the EU’s ultimate goal on an international scale: global governance under the tutelage of multilateral organizations and binding international rules. What we will follow is if there is a neoclassical answer to this limited ground left for global governance through inter-regionalism, diverging views between EU rhetoric and actions, and efficiency of multilateralism through bilateralism.

The EU deepened its selective bilateralism in order to emphasize its heterogeneous multilateralism maintaining dialogues on concrete issues of the international agenda. This foreign policy choice can be explained by the neoclassical causal chain through both domestic dynamics and international dynamics. 

At the domestic level, in its rhetoric the Commission set three priorities towards Latin America through its several multiannual programes: social and territorial cohesion, regional integration and cooperation, mutual understanding and higher education. Thus there were several problems identified by the European Commission in Mercosur, in 2007, regarding the improvement of their decision-making process and capacity to implement and enforce common legislation, second, their failure in achieving the common market, and third, the failure in increasing awareness and involvement of its civil societies in its regional integration project. These domestic considerations of the EU affected the overall approach towards the region and changed the overall strategy.

At the international level according to neoclassical realism, regionalist projects remain state centric. The explanation offered by this theory for the failure of inter-regionalism between “region states” stays in the failure of mutual consensus between states. Given the fact that states are sovereigns and self-interested and even when they seem to have a mutual consensus towards a region as it is the case of the EU member states and of Mercosur members but also regarding the EU and Mercosur cooperation on the global stage through their inter-regionalism, the theory highlights how states merely orbit next to some strong interested states: Germany and Brazil in the EU respectively Mercosur integration processes and Spain and Brazil in the EU Mercosur inter-regionalism.  The NCR theory explains the success behind the EU integration process as fear that EU states had one of another after the Cold War but mostly for the threat of a unipolar world, dominated by the US, and how through this regional project they searched to change the international system structure from bipolar to multipolar.

 In the case of Merscosur, the theory fails to explain the initiatives took inside this custom union, due to the failure of the neo-liberal strategy as well as the market protectionism specific for the member countries of this bloc. Thus, the NRC explains how Venezuela’s strategic control over the oil reserves has actually been the leading threat that lead states from Mercosur to progressively support their regional project as well as other similar projects in Latin America.       

Regarding the foreign policy emphasis on regionalism of both the EU and Brazil this is explained by domestic variables such as the reduction of regional disparities which represents a central theme of the internal policies of Brazil and the European Union provided both in the Brazilian Federal Constitution (art. 3) and the Treaty establishing the EU (Art. 158). Thus, cooperation for regional projects is based on the recognition of the convergence of purposes and of both actors facing common challenges to achieve it. Talks on trade and development cooperation are generalledy significant in EU relations with its strategic partners, while disagreement prevails on issues such as global peace and climate change. This is a first signal that strategic partnership cannot be used as a basis for advancing multilateralism through bilateralism. 

The NRC interprets the state reaction as a mobilization of resources determined by its institutions and this presents how power defines interests and behavior of states. The depth and duration of the intra-European central role of institutions as engines of integration, the asymmetric distribution of gains from cooperation, trends and levels of functional interdependence directly contradict neoclassical realist predictions about the process of international relations. Moreover, in opposition to any realist approach, the EU seems to take distance and act cautiously towards any type of interaction that can be characterized as "anarchic."

     According to neoclassical realism and its focus placed on the three levels of analysis the domestic, state and international levels the EU shifts towards bilateralism with Brazil is explained by the relative power Brazil gained in the region and the EU appropriate balancing towards US interest in Brazil. The deadlocks in EU-Mercosur negotiations are far to be thoroughly explained by NRC. The whole trade chapter and emphasis on bilateral negotiations as well as the failure of integration at both the global and regional level as facilitated by neo-liberalism cannot be explained by NRC. Except the threats which led strong states and their domestic players to explore other means of increasing bilateral activity the NRC fails to offer a more sophisticated explanation for the EU emphasis on bilateralism in international relations. The biggest loss in this answer is the failure to explain the need to bypass current global and regional structures in order to get their capital to its intended markets – the developing states. This would have helped considerably to explain the increasing bilateral and multilateral negotiations especially the perspective for EU-Brazil trade agreements but this theoretical approach fails in doing so.  
4.5. The contribution of the Complex Interdependence Theory to our topic

Given the fact that the neoclassical realist theory did not manage to explain our topic in all its complexity, not being able to cover some aspects of it, we have decided to complement it by using another IR theory, namely the complex interdependence theory. As previously detailed in the theoretical chapter, this theory was mainly developed by Robert O. Keohane and Joseph S. Nye who argued that not only states, but also other actors can participate in the global political game, such as transgovernmental and transnational organizations, associations or unions. They argue also that the agenda of interstate relationships includes various matters, which are not arranged in a consistent way and therefore the military force does not dominate the agenda.

The first main characteristic of the complex interdependence theory which focuses on the multiple channels linking societies relates also to our problem formulation to a great extent, thereby we shall explain it a little bit and connect it to our topic.  These multiple channels refer to the multiplicity of connections between societies, and they can be divided into interstate relations, transgovernmental relations, namely governmental coalitions across national borders and transnational relations, that is to say informal ties of non-governmental elites (such as international organizations or multinational corporations). 

As for our topic, the central actors of this paper, EU and Mercosur do not represent real states, but they are considered as such in our thesis in order to be able to explain the interstate relations between them as mirrored by the neoclassical realist theory. However, it is of utmost importance to specify that they are in fact two political and economic unions which have pooled their forces and resources together to achieve various aims, from economic stability to security on the international stage and so on. Consequently, given the fact that the complex interdependence theory applies not only to states but also to other actors, such as transgovernmental unions, it could probably be a better choice when explaining the interactions between entities such as the EU and Mercosur.

Furthermore, the relationships that the EU and Mercosur have established along the way with the two transnational organizations, the IMF and the WTO, have had a great impact on the inter-regional partnership between the EU and Mercosur, influencing its stagnation to some degree. At the beginning of the new millennium the Doha Round trade talks sponsored by the WTO have acquired a crucial role in the relationships established between the EU and the Latin American sub-regions: Mercosur, CAN and the Central American countries, because they coincided with the negotiations for AAs between the EU and the above mentioned sub-regions. In the context of the weakening of multilateralism and the deadlock of the WTO Doha Round, the negotiations for AAs also got suspended, participating in a meaningful way to the stagnation of the inter-regional relationship between the EU and Mercosur. From another perspective, Brazil’s intensive activity in diplomatic relations and its new status on the global stage, being able to require more power in the UN Security Council and the IMF, made it increasingly attractive to the EU, which took steps for strengthening its partnership with it and to a large extent abandoned inter-regionalism with Mercosur.

The second main characteristic of the complex interdependence theory states that there is no clear hierarchy of issues on the agenda of interstate relations thereby force is no longer an effective instrument of policy, nor is the military security the dominant issue on the agenda. The third characteristic of this theory is strongly related to the second one, stating that military force is futile in governments’ relations with other governments from the same region and irrelevant when resolving disagreements on economic issues among members of an alliance, but become important when considering the political and military relations of the respective alliance with a rival bloc.

Therefore, if we consider our topic and analyze it through the lenses of the complex interdependence theory, we realize it applies in the case of the EU-Mercosur inter-regionalism very well, as these two blocs, and especially the EU, are made up of industrialized, pluralist countries for which the military force does not represent the supreme source of power. Consequently the member countries of these two blocs don’t feel threatened by each other, but they even develop strong relationships of mutual influence based not on military force but on economic and commercial means. 

Furthermore, the most significant circle of interest for the EU in its foreign policy with Mercosur was to foster and consolidate Mercosur regional integration, its social inclusion, human rights and sustainable development in order to promote its own values (liberalism, democracy, regionalism and inter-regionalism) on a global scale and achieve more economic and political power. Despite the fact that the security issues such as the ones in the Middle East or in the South-Eastern Europe have gained a more important role on the foreign agenda of the EU in recent years, there are other essential matters on the foreign policy agenda of the EU, such as the above mentioned economic issues, which are perhaps being paid more attention to. 

The three main characteristics of complex interdependence generate different political processes and thus distinctive outcomes. Unlike the realist assumption that the dominant goal of states is represented by military security and power, the complex interdependence theory emphasizes the variety of state goals that must be pursued. To some extent, the neoclassical realist perspective is based on the realist perception of power as the essential aim of states, and this represents probably the most important difference between the neoclassical realist theory and the complex interdependence theory. The latter argues that in the absence of a clear hierarchy of issues, aims will vary by issue and may not be closely connected. More that this, each bureaucracy shall pursue its own concerns and even though some compromises will be reached on issues that everyone shares, a consistent pattern of policy is difficult if not impossible to sustain. In addition to this, the influence of transnational actors and their ability to introduce various goals on the agenda must not be ignored.

As a result, the complex interdependence assumption regarding the lack of a clear hierarchy of issues on the foreign agenda of a state relates also to our subject in the sense that throughout the years, the EU foreign policy strategy in relation to Mercosur has changed substantially, being more adequate to Mercosur and the EU domestic situations and the international context in the 80’s and 90’s but following a different pattern at the beginning of the 21st century, which was no longer appropriate to the current situation, and proved to be inconsistent and incoherent with its previous aims of promoting regionalism and inter-regionalism worldwide. 

When considering the issue of agenda setting we must bear in mind the fact that the direction of a state’s foreign policy is not exclusively determined by the actions or threats coming from the other states (which fall into the category of high politics) but as the complexity of matters and actors on the global stage increases, the utility of force diminishes as well and the process of agenda formation becomes more subtle and takes into consideration various factors, among which economic affairs (low politics). The complex interdependence theory argues that the agendas can be affected by international and domestic problems determined by economic growth thereby the borders between domestic policy and foreign policy become more blurred. Moreover, shifts in the distribution of power resources are likely to affect agenda setting as well.

 By analyzing the above written paragraph we can observe that the assumptions made by the complex interdependence theory regarding the political processes of states are to some extent similar to the neoclassical realist assumptions in the sense that they both acknowledge the importance of economic affairs, the domestic and international situation and the distribution of power in agenda setting. In the case of EU agenda setting with respect to Mercosur and later on with Brazil the economic and commercial factor had a great impact, while the military factor did not matter at all as the EU did not perceive any security threats from this region. Furthermore, the EU agenda regarding Mercosur was heavily affected by the domestic situation in Mercosur, its various integration issues and the international context which exerted a great pressure on the inter-regionalism project initiated by the EU. In addition to this, the emergence of the new leading powers: Brazil, Russia, India and China which totally changed the distribution of power in the international system, made Brazil a far more attractive option for partnership than Mercosur.

In a world where transnational and transgovernmental links are very important, the role of international organizations in political bargaining has greatly increased, as they help set the international agenda, they contribute greatly to coalition formation and act as connections between weaker states. One such international organization is represented by the United Nations whose system favors coalitions of smaller and weaker states, stressing the importance of social and economic equality of peoples and states. With regards to the EU-Mercosur relations, the newly adopted MDGs by the UN which established the poorest countries of the world as the Africans and some of the Asian countries, was detrimental to the Latin American countries and implicitly to the Mercosur countries, which despite the poverty and inequalities which dominate the region, does not qualify for development aid from the EU anymore. Consequently, this also negatively impacted the EU-Mercosur inter-regional partnership. 
V. Conclusions

What was left along this road? What is ahead?

In order to offer a conclusion to this paper we must point out whether or not and to what extent the NCR has provided a satisfactory answer to our main research question, namely to our problem formulation. As shown in the previous chapters, and particularly in the analysis, the EU used its inter-regional policy towards Mercosur to increase its legitimacy and promote its values on the global stage, for commercial profit and as a means of counterbalancing worldwide economic power, which allegedly could have bent mostly towards the Western hemisphere and the USA if they had not intervened. However, on the background of the internal issues inside Mercosur such as the incapacity to enforce common legislation and the failure in achieving the common market, which evidenced an overall problematic integration of the region the EU commitment to inter-regionalism gradually declined, leading to the stagnation of the negotiations for an AA. 

Furthermore, the resurgence of protectionism in Argentina, and this country’s hostility towards its powerful neighbor, Brazil, gave rise to tensions inside Mercosur, which made the region increasingly unattractive for a closer partnership with the EU. As a result, the inability of this region to act as one trade bloc in the international negotiations because of the trade tensions between Brazil and Argentina contributes massively to the regional destabilization. The absence of a consensus inside the Mercosur region as to the consolidation of the regional integration process and their institutional framework led to the stagnation of the integration process, which did not progress much towards supranationality, and did not manage to fulfill the EU requirements in this regard.

In addition to this, the recent restructuring of the EU and remodeling of its objectives prevented also the development of bi-regional closer ties with Mercosur and the conclusion of the AA. The EU enlargement and extension of the union’s interests caused a diversion from the old interests in the Latin American region, especially since the new member states were not particularly interested in this region. More than this, the EU institutional crisis affected its efficiency and functioning as well as the EU budgets towards various regions. In the circumstances that the EU had a low interest in Mercosur the absence of a cohesive and efficient Mercosur lobby in Brussels reduced even more the chances for a successful conclusion of an AA between the two. Given the new threats and opportunities on the international stage, the EU reoriented itself towards the South-East of the enlarged Europe, the Middle East and the Asia-Pacific region, directing towards the first two of them out of security reasons and towards the latter owing to its recent rise and international recognition as a region capable of reconfiguring the world order. 

Moreover, the systemic pressures had a substantial impact on this matter, limiting the development of the bi-regional ties between the EU and Mercosur and causing the stagnation of the negotiations for an AA. One of the most stringent systemic pressures was represented by the global economic crisis which hit the most powerful countries and the weaker developing ones equally, including the EU and the Mercosur countries. The orientation of the new Obama administration towards Brazil but disinterest in the Mercosur region determined to some extent the EU direction as well. Apart from the critical situation in the Middle East which entailed increased military attention from the EU to the detriment of the Mercosur region there was also the emergence of the Asia-Pacific as the new centre of power and focal point of investments and opportunities which diverted the EU attention, concerns and interests far away from the Mercosur region. 

In conclusion, the neoclassical realist assumption manages to offer an explanation for the stagnation of the inter-regional negotiations which aimed for the conclusion of an AA through the domestic problems and deficiencies in the Mercosur regional integration, through the EU present structural modifications and institutional crisis and also through various pressures coming from the international system. 

Other than this, the neoclassical realist theoretical approach justifies the EU shift to bilateral relations through the great rise of Brazil and increase in relative power resources and capabilities. The new orientation of the EU towards bilateralism as a type of foreign policy approach materialized itself in the establishment of a network of strategic partnerships with all the new leading powers, or the BRICs, among which, with Brazil in the attempt to expand its international power, influence and recognition. 

The rise of the Brazil capturing state power, first and foremost presents an empirical evidence of the viability of utilizing the nation-state as a jumping board towards international solidarity projects such as regional cooperation and global governance. Preceded by the victory of progressive state relative forces, the EU has centered its foreign policy on a bilateral approach to global governance, manifested through strategic partnerships with ten allies and Brazil in between, strategy which leaves little hope regarding the EU interregional ambition and consequently an AA success with Mercosur. 

However, the million-dollar question is: is there really a NRC answer to the EU emphasis on bilateralism? 

We are of the idea that while there still is a viable answer to the government role in the international system, the states interests and behavior as shaped by their domestic powers and influence of international changes, we did not wither away under the realist order any possible answer to our problem formulation.  Even global governance, as explained in the contexts above, is mainly powered by multilateral actions took by central actors such as the EU. It is not surprising that NRC answer to this complex issue is equated with an unfortunately superficiality and its simplified perspective already explicitly fails to identify sophisticated analyses of the force behind inter-regionalism and neo-liberal order. 

Even though the NRC manages to explain somehow the forces behind the EU foreign policy towards the Mercosur region through its intervening variables and the strong stimulant to its shift towards bilateralism with Brazil, through the independent variable, it was unsuccessful in achieving a deeper and thorough explanation of the underlying forces behind the EU inter-regionalist approach towards Mercosur. The neoclassical realist main focus on “high politics” which directs state’s major aim towards surviving and maintaining its sovereignty does not prove to be particularly useful in explaining the political and economic integration in Mercosur or in the EU and all the more so concerning their inter-regionalism.

The contribution of the complex interdependence theory to our topic resides in the fact that it is probably more suitable in explaining the interaction between two political and economic unions, which are not truly states, though are considered as such when exploring the relevance of the neoclassical realism to our topic. Moreover, the implications of various transnational and international organizations such as the WTO, the UN and the multinational bank – IMF into the EU-Mercosur inter-regional relations confirms also the complex interdependence characteristic referring to the multiple channels (interstate, transgovernmental, transnational) which are linking societies nowadays, shaping to some extent the setting of the international agenda and participating to the formation of coalitions and connections between states.

Unlike the NCR assumption that states are dominated by their power and security aims which take over their entire behavior, the complex interdependence theory stresses the variety of goals existent on a state’s foreign agenda which undermines the importance of the military force and security aims on the agenda. There was a variety of goals involved in the EU-Mercosur inter-regionalist partnership, starting from ensuring the EU international legitimacy, promoting its values and achieving more economic and political power on the international stage, but between these two industrialized and pluralist unions, the question of military threats never interfered as a serious matter.

Just like neoclassical realism, complex interdependence recognizes the significance of economic affairs (the latter more than the former), the importance of internal issues and contextual international pressures and also of the distribution of power in agenda setting. According to the complex interdependence approach, the economic and commercial factors weighed very heavily in the EU agenda setting towards Mercosur, in comparison with the military matters which did not count much for lack of security threats coming from this region. The EU agenda regarding Mercosur was additionally negatively influenced by the domestic economic issues Mercosur was facing, and the problems it had concerning integration. The systemic pressures had also a great impact on the relationship between the two regions, causing along with all the above mentioned factors the stagnation in the negotiations which were meant to conclude an AA between the two parties. The new redistribution of power resources which classified the BRICs countries as the new leading powers diverted the EU attention and interest towards Brazil, casting Mercosur into the shade.

All in all, even though the neoclassical realist and the complex interdependence theoretical approaches shed some light on the complex relational web developed between the EU, Mercosur and Brazil throughout the last two-three decades, they do not manage to offer a comprehensive explanation of this phenomenon in its entirety. The neoclassical realist approach explores a few potential answers regarding the reasons behind the EU shift from inter-regionalism to bilateralism, identifying the global emergence of Brazil as one of the key justifications to this foreign policy change. Despite its consideration of various intervening factors, the domestic situation in the EU and in Mercosur, the pressures exerted by the international system, the NCR remains incapable to explain EU-Mercosur inter-regionalism as a foreign policy strategy in all its complexity, not to mention the inconsistencies inherent to it. In conclusion, the neoclassical realist theory, just like its father, Kenneth Waltz used to admit, proves to be unable to clarify this subject completely, as theories “must deal with the coherence of autonomous realms […] because foreign policy is driven by both internal and external factors, it does not constitute such an autonomous realm”. Thereby, in spite of the numerous attempts to clear up this problem, and find a complete response to the EU shift from inter-regionalism to bilateralism, it fails in doing so, leaving a door open for other potential theoretical explorations of this complex topic. 

On the other side, Brazil remains a global political and economic power which continues to deserve a strong political investment from the EU, which was partly materialized in the Strategic Partnership established between the two parties but remains to be fulfilled in the future by the setup of a fully-fledged inter-parliamentary EU-Brazil delegation in 2014, various bilateral agreements and numerous other cooperation projects.
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Annexes





Table 1. Political processes under conditions of complex interdependence.�
�
Goals of actors�
Goals of states will vary by issue area. Transgovernmental politics will make goals difficult to define. Transnational actors will pursue their own goals.�
�
Instruments of state policy�
Power resources specific to issue areas will be most relevant. Manipulation of interdependence, international organizations and transnational actors will be major instruments.�
�
Agenda Formation�
Agenda will be affected by changes in the distribution of power resources within issue areas; the status of international regimes; changes in the importance of transnational actors; linkages from other issues and politicization as a result of rising sensitivity interdependence.�
�
Linkages of issues�
Linkages by strong state will me more difficult to make since force will be ineffective. Linkages by weak states through international organizations will erode rather than reinforce hierarchy.�
�
Roles of international organizations�
Organizations will set agendas, induce coalition formation, and act as arenas for political action by weaker states. Ability to choose the organizational forum for an issue and to mobilize votes will be an important political resource.�
�
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