
JANUARY 2004 

BRIEFING PAPER

Policy Department External Policies 
 

TOWARDS A GENUINE MULTILATERALISM IN 
EXTERNAL RELATIONS BETWEEN THE 

EUROPEAN UNION AND LATIN AMERICA 

FOREIGN AFFAIRS 

MARCH 2006 EN



 

EUROPEAN PARLIAMENT 
 

DIRECTORATE-GENERAL FOR EXTERNAL POLICIES OF THE UNION 
DIRECTORATE B 

- POLICY DEPARTMENT - 
 
 
 
 
 

STRATEGY DOCUMENT 
 
 

TOWARDS A GENUINE MULTILATERALISM IN EXTERNAL RELATIONS 
BETWEEN THE EUROPEAN UNION AND LATIN AMERICA 

 
 
 
 
 
Summary:  
 
This document examines the steps that need to be taken to achieve an effective, shared 
multilateral approach in relations between the European Union and Latin America. It 
proposes specific options for issues surrounding regional integration and sub-regional 
leadership, as well as the new strategy for supporting integration, with the aim of establishing 
effective multilateralism. 
 
 
 
 
 
 
 
 
 
 
 
 
 
EP/ExPo/B/2005/18       27 March 2006 
 
                EN 

DV\608021EN 1 PE 370.622 
External Translation 



 

This document has been produced at the request of the European Parliament’s Committee on 
External Affairs. 
 
This publication is available in Spanish (original) and English 
 
 
Author: Dr José Antonio SANAHUJA  
 c/Laguna Negra 13, portal i, 5º A  
 28030 Madrid, Spain  
 Tel. 34 91 371 06 06 
 Email: jasanahuja@telefonica.net 
 
Responsible: Mr Pedro NEVES 
 DG External Policies 
 Policy Department 
 ATR 08 K 050 
 Tel.     32 2 284 37 52 
 Fax:    32 2 283 14 01 
 Email: pneves@europarl.eu.int 
 
 
 
Manuscript completed in February 2006 
 
 
Copies can be obtained from the Directorate: Email: xp-poldep@europarl.europa.eu 
 
 
Brussels, European Parliament 2006. 
 
 
 
 
THE OPINIONS EXPRESSED IN THIS DOCUMENT ARE THE SOLE RESPONSIBILITY OF THE AUTHOR 
AND DO NOT NECESSARILY REPRESENT THE OFFICIAL POSITION OF THE EUROPEAN PARLIAMENT. 
 
REPRODUCTION AND TRANSLATION FOR NON-COMMERCIAL PURPOSES ARE AUTHORISED, 
PROVIDED THE SOURCE IS ACKNOWLEDGED AND THE PUBLISHER IS GIVEN PRIOR NOTICE AND 
SENT A COPY OF THE PUBLICATION. 

DV\608021EN 2 PE 370.622 
External Translation 



 

TOWARDS A GENUINE MULTILATERALISM IN EXTERNAL RELATIONS 
BETWEEN THE EUROPEAN UNION AND LATIN AMERICA 1

 
 
1. The European Union and regional integration in Latin America 
 
1.1 The EU’s motives and interests in Latin American integration  
 
Support for regional integration is something that distinguishes the European Union (EU) as an 
external partner of Latin America and is one of its main assets. It could be said that the EU wants 
Latin America to ‘mirror’ its own integration experience, but this European support is also based on a 
broad bi-regional consensus on the essential role of integration and regionalism in peace and security, 
socio-economic development and the international influence of Latin America. The emergence of this 
consensus contributed to firm support from Europe during the difficult period of the 1980s, when 
economic integration went through its most difficult times, and yet peace processes and regional 
political harmonisation initiatives then emerged – presidential summits in Central America, Rio 
Group, etc. – which would help to nurture the ‘new regionalism’ of the following decade. In addition, 
one of the most marked differences between the EU and those behind the Washington Consensus has 
been the role given to integration. The original version of the Consensus rejected integration in favour 
of unilateral opening, although in its revised version it acknowledged the importance of ‘open 
regionalism’.  

 
However, in the post-Cold War context of ‘new regionalism’ in the 1990s, the EU’s support for Latin 
American integration was in response to a new agenda of motives and interests. Firstly, by adopting 
economic opening strategies, integration could encourage expanded markets and greater legal security 
for European exporters and investors, which were more active in the region because they were 
attracted by economic recovery and privatisation. A pragmatic strategy of support from the EU for 
integration was a means of recognising these economic interests and confronting the risks to European 
interests of both the Free Trade Area of the Americas (FTAA) and the inclusion of Mexico in the 
North American Free Trade Agreement (NAFTA), offering Latin Americans a ‘counterbalance’ or the 
option of ‘diversification’ compared to their relations with the USA. 
  
In addition, the EU is based on a ‘post-Westphalian’ concept of sovereignty and the international 
system whereby power, which is less dependent on military strength, has been distributed among a 
larger number of people, and sovereignty is weakening because of globalisation. From this viewpoint, 
regionalism and multilateralism are ways of promoting governance of the international system, the 
provision of global or regional public property, peace and security, and international development 
goals (Freres and Sanahuja 2005: 11).  
 
For these reasons, and as an emerging player on the global stage, the EU had an interest in forming 
strong regional groups with the capacity to play an effective role in the international system, and in 
greater ‘inter-regional’ cooperation between those groups. In the context of ‘new regionalism’, Latin 
American integration adopted a broader agenda, the objectives of which were political, environmental, 
and security-related and which sought to manage other regional interdependencies. Reinforcing the 
international role of Latin America and its various sub-regions would allow it to become a significant 
partner in the Common Foreign and Security Policy (CFSP), which would require an increase in bi-
regional dialogue and political harmonisation.  
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It was on this basis that, between 1994 and 1995, the EU Commission and Council defined the new 
strategy entitled ‘prospects for closer partnership’, which aimed to promote a broader political 
dialogue, and ‘fourth generation’ agreements which led to the signing of free trade agreements with 
the emerging markets of Mexico, Chile and Mercosur. These agreements were made because these 
countries were more economically appealing and, in the case of Mexico, because of the risk that the 
North American Free Trade Agreement (NAFTA) would divert trade and place European companies 
at a disadvantage. The Central American and Andean countries were less economically appealing and, 
according to the Commission, would not be able to withstand free trade agreements, as they were less 
developed, thus more limited ‘third generation’ agreements were offered along with financial aid and 
unilateral and non-reciprocal preferences in the Generalised System of Preferences (GSP) drugs 
regime (EU Council, 1994; European Commission, 1995). 
 
In terms of political dialogue, in 1999 the summits process started and the ambitious plan for bi-
regional ‘strategic association’ was launched. The aim of this was to promote the harmonisation of 
positions in international forums on matters such as peace and security, reform of the multilateral 
system, combating illegal activities and the global environment. 
 
Sometimes it is said that the EU only adopted a differentiated policy to suit its own interests, and has 
‘fragmented’ and ‘divided’ Latin America as a region. However, EU policy has responded to both the 
heterogeneous nature of the region and the choices and interests, which often do not coincide, of the 
Latin American countries themselves, which plotted the ‘map’ of regional integration in the 1990s. 
The map showed old outlines that were retraced in the context of ‘new regionalism’, such as Central 
American and Andean integration, new groups such as Mercosur, and national routes, for example 
between Mexico and Chile, which chose to set up a network of bilateral free trade agreements. The 
latter countries gave priority to their relationships with the United States, although as part of a strategy 
of ‘diversification’ of external links, they negotiated agreements with other countries and groups. 
 
1.2 EU support for Latin American integration: objectives and instruments  
 
Eleven years have now passed since the launch of the Communication ‘The European Union and Latin 
America – the Present Situation and Prospects for Closer Partnership’ (Commission, 1995b). As 
mentioned, this document opened up a new phase in EU policy towards Latin America, making 
support for regional integration one of its main objectives. In the same year, the Commission adopted 
a general Communication on support for integration in developing countries (Commission, 1995a). In 
subsequent years, the Commission produced a further three communications concerning relations with 
Latin America, and the Regional Strategy Paper for 2002-2006 (Commission 1999, 2000, 2002 and 
2004). The content and publication dates of these texts have been explicitly linked to the bi-regional 
summits. They have essentially reaffirmed the strategy set out in 1995, although some significant 
changes have been made. Specifically, regional cooperation has launched new programmes that have 
sought to respond to the ‘Tuusula priorities’, which were agreed following the 1st EU-LA summit (Rio 
de Janeiro, 1999), in areas such as higher education, the information society and social cohesion. The 
Andean and Central American countries have objected to the rules for access to the market proposed 
by the EU, despite the fact that from 2006 to 2008 those countries would benefit from the preferences 
of the new ‘GSP plus’.2 Both groups want real ‘association agreements’ similar to those signed with 
Mexico in 2000 and Chile in 2004, or the agreement that it is hoped will be signed with Mercosur, 
considering that the current agreements, signed in 2003, do not meet their expectations.3  
 
In summary, these documents outlined a strategy of support for Latin American integration with two 
main objectives: firstly, the harmonisation of policies in Latin America and, later, in the bi-regional 

                                                 
2 ‘GSP plus’ was adopted to replace the GSP drugs regime, which the WTO’s Dispute Settlement Body 
considered to be contrary to multilateral trade rules following a complaint made by India, caused by the 
extension of the system to Pakistan, which in turn was caused by the war in Afghanistan. 
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frameworks; secondly, an ‘authentic’ integration model, which would combine intra-group economic 
liberalisation, social cohesion, the establishment of common competition policies, industrial 
cooperation, macroeconomic convergence and the strengthening of regional institutions. In order to 
achieve these objectives, EU action has been based on three main mechanisms: a) bi-regional political 
dialogue; b) regional and sub-regional cooperation projects with the express objective of supporting 
integration; and c) the incentive of ‘association agreements’, as the signing of these agreements with 
regional groups is, for technical and political reasons, dependent on a sufficient level of integration. 
 
1.3 An assessment of EU support for Latin American integration, 1995-2005  
 
There are, however, serious doubts concerning the appropriateness and validity of a strategy that has 
not changed a great deal in eleven years, which has had limited results, and which does not seem to 
respond to the new realities of Latin American integration (Freres and Sanahuja 2005: 57). Firstly, in 
terms of political dialogue, it has become widely believed that the current model has been exhausted 
and does not produce the desired results in terms of harmonisation of policies, and therefore is not 
playing the role that it should in supporting regionalism and Latin American integration. This is due to 
several factors: 
 
- Limitations of the agenda: the EU-Rio Group dialogue limited itself by excluding from the 

agenda important issues for Latin America such as trade and foreign debt. This problem could 
have been rectified with the arrival of the EU-Latin America and Caribbean summits, which in 
principle do not exclude any subject, but despite this there is still the need, as the European 
Parliament stated in the ‘Salafranca report’ in 2001, to establish a ‘broader political agenda’ to 
approach issues of great importance to which little reference is made, such as regional and 
international security, conflict prevention and migration.  

 
- Proliferation and relevance of channels and authorities for dialogue: the summits have been 

accompanied by a large number of ministerial meetings (EU-GRIO, EU-Mercosur, EU-Chile, 
San José Dialogue), as well as interparliamentary conferences and dialogue with civil society 
organisations and other entities such as companies and regional and local authorities. These 
frameworks for dialogue respond to the need to provide political recognition to sub-regional 
groups in Latin America. Nonetheless, although efforts have been made towards 
rationalisation, in some cases the frameworks for dialogue overlap or duplicate each other, 
and, paradoxically, in other cases there are no adequate frameworks, so traditional bilateral 
diplomatic channels or ad hoc forums have to be used, for example, in the Colombian peace 
process, or employment organisations, which do not think that they are adequately 
represented. 

 
- Effectiveness of political dialogue: this is limited by the broadness and lack of precision of the 

agenda, along with the lack of intermediary mechanisms and specialised dialogues to enable 
high-level meetings to be prepared in a more systematic way, in particular due to the weakness 
of the political harmonisation processes in Latin America.4 There is a marked contrast 
between the European aspirations for a Latin America that acts as a region and the limited 
scope of Latin American political consensus (Sanahuja 2006a: 78). It is also considered that 
the dynamics of ‘summit diplomacy’, such as excessive rhetoric and failure to follow up on 
agreements that have been reached, damage the quality of the dialogue. 

 
Secondly, cooperation measures aimed at directly supporting integration plans have been relatively 
scarce, and according to some recent evaluations, they have not been very effective. Between 1996 
and 2003 commitments were made to Latin America amounting to a total of 3 480 million euros, 
including both allocations from the Regulation on developing countries in Latin America and Asia and 
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horizontal budget lines. Of these resources, 72% has been allocated to bilateral measures, 17% to 
regional programmes (ALFA, URBAL, AL-Invest, ATLAS, ALURE, ALIS…), and 11% to sub-
regional programmes. 
 
Although the EC regional programme for Latin America has had very positive results in other areas, 
its opportunities to support regional integration have been limited. The programme does not 
correspond to any regional integration organisation capable of planning and executing projects. The 
Commission has therefore chosen to carry these out through networks and consortiums of 
decentralised bodies (local government, universities, etc). It could be said that this programme 
indirectly supports integration by promoting networks with various bodies, but it is quite far removed 
from the existing integration plans. Moreover, some Latin American governments are questioning the 
regional programme, which they do not control, and would like the resources to be channelled 
bilaterally in order to gain more funds for their own countries. 
 
Since the integration plans are sub-regional, this is the level at which the Commission works to 
directly support integration. However, the sub-regional programmes have only received 11% of the 
resources: 8% for Central America; 2% for the Andean Community, and 1% for Mercosur. Moreover, 
only part of these resources have been directed towards specific projects to support integration, such 
as programmes to support the establishment of customs unions, particularly in Central America and 
CAN (Andean Community of Nations); to consolidate regional institutions; and to support the 
harmonisation of regulations, quality standards, customs cooperation, technical training, or improving 
statistical skills. Although they are not part of actual integration agreements, EC projects in areas such 
as cross-border cooperation or the navigability of drainage basins also fulfil this objective (Paraná, 
Pilcomayo). 
 
In order for these measures to have positive results, there is a basic premise – a commitment from the 
Latin American governments themselves to integration and its institutions. However, this commitment 
has been at best inconsistent, and determines the results of the EC projects. As discussed in the next 
paragraph, Latin American integration is taking place against a backdrop of uncertainty and a 
proliferation of trade commitments, some of which are difficult to reconcile, while the problems that 
have built up over many years, such as the weakness and lack of efficiency of the institutions, the 
continuing trade barriers and the lack of mechanisms to correct imbalances, are not dealt with 
(Economic Commission for Latin America 2005: 81 Durán and Maldonado 2005: 19-26). For 
example, the EC has promised a great deal of funds to support the establishment of the Andean 
customs union, but the agreed schedules were not kept to. This objective has been postponed several 
times, and appears to have been abandoned. A failure to deliver not only damages the reputation of 
Andean integration and its members, but also affects the EC, which has committed resources and 
political capital to an objective that was then not fulfilled. In addition to this case, recent evaluations 
by Europeaid say that the programmes have not had the desired results and that they have had little 
impact on support for regional integration (Development Researchers Network 2004 and 2005).  
 
Thirdly, the structure of the network of association agreements between the EU and the different Latin 
American countries and groups is at a standstill for various reasons. Paradoxically, the bi-regional 
‘Strategic Association’ began at the same time as the negotiations for the ‘Doha Round’, and the 
problems and delays that marked those negotiations contributed to the postponement of the 
negotiations between the EU and Mercosur, or the start of those between Central America and CAN. 
In fact, the mandate for EU-Mercosur negotiations has been made subordinate to the completion of the 
multilateral negotiations. The deadlock in these negotiations, which was confirmed following the 
WTO ministerial meeting in Hong-Kong, could cause the EU to reactivate the regionalist option and 
thus allow progress to be made in the negotiations with Mercosur, CAN and Central America. The 
same problems that arose in the multilateral negotiations are hindering these agreements, especially in 
the case of Mercosur. The problem is the EU’s resistance to making concessions on agriculture, and its 
demands for opening up the manufacturing market, services and public contracts, to which Brazil is 
resisting. Finally, other adverse factors are the Mercosur crisis and the disputes between Argentina and 
Brazil. 
DV\608021EN 6 PE 370.622 
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The fact is that these more advanced agreements have only been signed with the countries which have 
dismissed the integrationist option and which have signed free trade agreements with the US. This has 
been justified by saying that it is easier to sign a free trade agreement with an individual country, 
while a bi-regional agreement requires minimum conditions in terms of free movement and the level 
of integration in each of the groups – as a minimum the existence of a customs union – which either 
are not met or are not fully met by the three Latin American regional groups. However, this also 
indicates that equality within agreements signed with the US has been an important objective for the 
EU, which has caused doubts and confusion regarding Europe’s commitment to integration and could 
lead to the idea that in Latin America the EU has a strategy of ‘reacting’ to US initiatives, governed by 
defending the interests of its businesses. Ultimately, this affects the credibility of its integrationist 
rhetoric. 
 
The trade chapter of the association agreements follows ‘WTO-plus’, and the agreements signed are 
very similar to those put forward by the US. In this model of agreements it is doubtful whether there is 
a positive relationship between free trade and social cohesion, and this is a crucial issue on the current 
agenda of development and combating poverty and inequality in Latin America. In particular, the 
possible negotiation of association agreements with Central American and Andean countries raises 
major problems in terms of dealing with the inequalities and their impact on social cohesion, because 
of their lower level of development. If these agreements are signed, and they leave behind the GSP 
plus preferences in force until 2008, the incentives associated with employment and social rights, good 
governance and the environment will have to be maintained. Likewise, the links between trade and the 
environment are also not dealt with adequately in this type of agreement. Even though the WTO rules 
scarcely leave any room to alter the design of the agreements, we need to assess their ex ante and ex 
post impact and consider mechanisms for dealing with the inequalities. The cooperation measures may 
have some role in this, but it should be noted that this is not their objective and that their design is not 
the most appropriate for approaching this problem. 
 
Finally, the EU strategy has sought to respond to a ‘cycle’ of regional integration based on sub-
regional groups that are changing, and an integration model that seems to be exhausted. The backdrop 
to integration is crisis, uncertainty, and a degree of confusion about its future. Factors that have 
contributed to this situation are external, such as the uncertain future of the World Trade Organisation 
(WTO) negotiations; hemispheric, such as the deadlock in the FTAA and the US strategy of ‘FTAA in 
pieces’, with bilateral trade agreements with Central America or some Andean countries; and regional, 
such as the proliferation of agreements between countries and groups which are not always 
compatible, but which cannot conceal the poor results over the last fifteen years of integration. What 
has developed in Latin America is a ‘lightweight’ regionalism, which comes from traditional concepts 
of sovereignty, rejects strong institutions and supra-nationality, is not very effective in harmonising 
and converging policies, and prefers the inter-governmental framework. It is a ‘dispersed’ regionalism, 
in which negotiations take place on many fronts at the same time and there are no clear plans or 
consensus visions. It is also ‘elitist’, as it scarcely has social support and there is no common identity, 
however incipient, which is important in regionalism (Freres and Sanahuja 2005: 35).  
  
 
2. Latin American integration: the end of a cycle? 
 
2.1 An assessment of Latin American ‘open regionalism’ 
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incorporated into national legislation nor applied; lack of macroeconomic coordination and 
harmonisation of sectoral policies; and a lack of mechanisms to rectify the legal inequalities (ECLA 
2005: 81, 93-98).  
 
These deficiencies also explain the external vulnerability of the integration plans. The experience of 
the recent crisis has shown that they do not have mechanisms capable of preventing the unilateral 
measures – devaluations, trade defence instruments, improper use of technical or health regulations, 
etc. – that cause procyclic behaviour in trade flows, damage regional partners and aggravate the 
imbalances and inequalities in the distribution of costs and profits, taking away social support for the 
processes. Mercosur’s ‘dual crisis’, caused by the Brazilian crisis in 1998 and the Argentinean crisis in 
2001, illustrates these problems. The response to these crises has often been high-level political 
commitment, establishing even more ambitious integrationist goals, which are not then achieved. The 
result of this ‘leap in the dark’ is that it generates more uncertainty, and damages the credibility of the 
regional groups with third countries, which are often sceptical about these commitments (ECLA 2002: 
99-100; Durán and Maldonado 2005: 19-26). 
 
Moreover, the integration processes have been faced with a very demanding agenda in recent years, 
negotiating at bilateral, sub-regional, hemispheric and multilateral level with great uncertainty in 
which extra-community commitments have been accumulated and centrifugal tendencies can be seen, 
reducing the attention required by the internal deficiencies of each group. An additional problem is the 
different level of commitment required by the ‘South-North’ agreements, which is much greater than 
that of the ‘South-South’ agreements. In fact, it is perceived that the agreements with the US or the EU 
are in general less binding and generate more certainty and legal security (ECLA 2005: 82). 
 
All this has created a relatively broad consensus that the current integration model is out of date 
(ECLA 2004: 83), and that there needs to be a strategy that promotes institutional capacities in areas 
that are important for integration; the convergence of macroeconomic policies; the harmonisation of 
certain sectoral policies; physical and infrastructure integration; participation of companies as both 
players and subjects in the process; an adequate procedure to deal with imbalances, and more focus on 
social aspects.5 On some of these aspects it is important to highlight that progress has been made. 
Despite the fact that its common external tariff has taken a step backwards, Mercosur has improved 
the mechanisms for solving disputes through the Olivos Protocol (2002) and in 2005 decided to 
establish a small Structural Convergence Fund with an initial contribution of 100 million dollars, 
based on principles of progressive contributions and payments.  
 
In order to assess the possibilities of strategies and policies being adopted to ‘consolidate’ integration, 
we need to consider the following questions. 
 
2.2 The free trade agreements with the US: breaking up or consolidating integration? 
 
The US signing free trade agreements is a key factor for the future of Latin American integration and 
an inescapable reference for EU policy in the region. They are broader agreements with more 
requirements than current Latin American integration, and are negotiated bilaterally. They therefore 
create considerable risks and challenges for socio-economic development and the future of regional 
integration, and could be a significant factor in breaking it up and encouraging centrifugal tendencies. 
However, an examination of the negotiations for the Free Trade Agreement between Central America, 
the Dominican Republic and the US (CAFTA-DR) and the Free Trade Agreements that the US 
negotiates with other Andean countries reveals considerable differences. 
 CAFTA-DR, which has been ratified in all the signatory countries except for Costa Rica, is the 
result of negotiations in which the Central American countries acted as a group, which encouraged 
political cooperation and the improvement of integration instruments such as the customs union, 
which is very advanced. Thus, the CAFTA-DR negotiations acted as a catalyst for an integration 
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process, which, after considerable progress between 1990 and 1997, had come to a standstill. 
However, CAFTA-DR defines a broader and stricter regulatory framework, and its dispute resolution 
mechanisms are more solid, so trade will have to be within these rules. Central American integration 
will have to adapt its rules to those of CAFTA-DR. This does not mean that Central American 
integration is no longer important. On the contrary, it may have an even more important role of 
promoting development and competitiveness in the region through the coordination and harmonisation 
of policies, strengthen its role of coordinating its external policies and create mechanisms to provide 
regional public goods in other areas, such as the environment, managing migratory flows or regional 
security. 
 In CAN, the scenario is different and the prospects are more uncertain for the future of this 
regional group. Agreements are being negotiated with three countries – Colombia, Ecuador and Peru – 
in a strategy that isolates Bolivia and Venezuela. These two countries are gravitating towards 
Mercosur. In October 2005 Venezuela applied for full membership, in a bold political manoeuvre, 
which does, however, raise many doubts in terms of economic integration and the very survival of 
CAN. Bolivia could also take this step. Although the agreements are bilateral, the Secretary-General 
of CAN has sought to promote a common position among the three countries involved, but in many 
areas there are considerable differences in the negotiating positions. An important fact in this respect 
is the abandonment of the objective of a common external tariff, after it was postponed on several 
occasions, in order to allow the negotiations with the US. The culmination of these agreements could 
lead to various scenarios. Broader agreements, with very developed dispute resolution mechanisms, 
could lead to the break up of CAN, and to considerable realignments in the Andean sub-region, with 
the countries that are not involved in these agreements gravitating towards Mercosur. The second 
scenario is that CAN could continue by bringing its rules in line with the FTAs, which could help to 
consolidate this plan. The third scenario is that the FTAs may not be ratified by the US, which could 
speed up the convergence of CAN and Mercosur. This is a possibility that should not be ruled out. It 
should therefore be remembered that CAFTA-DR was adopted by a narrow margin of 217 votes to 
215; that in 2006 there will be elections to Congress and the Senate; and that in July 2007 the Trade 
Promotion Authority authorising the government to negotiate trade agreements will expire. 
 Finally, in Mercosur, the possibility of beginning negotiations with the US on behalf of 
Paraguay and Uruguay, which expresses the discontent of both countries with the behaviour of the 
other, larger members, is sowing seeds of doubt about its future. 
 
2.3 The CAN-Mercosur Agreement: a South American free trade area?6

 
The developing relationship between CAN and Mercosur dates back to the mid 1990s, but in recent 
years it has gained political momentum and greater weight in the external policies of the region, which 
converge in a South American plan with several facets. This has been influenced by factors such as the 
regional leadership of Brazil, Venezuelan policy, the recognition of South American independence on 
security, the environment and energy, and the gravitation of the Central American countries and 
Mexico towards North America, which calls into question the concept of ‘Latin America’ as a political 
reality.  
 
This regional space has an important trade dimension. Although not without difficulties, a large South 
American free trade area is being created through economic complementation agreements (ACE) 
adopted within the framework of the Latin American Integration Association (LAIA). The most 
significant are ACE 36 in 1996, between Mercosur and Bolivia; ACE 58 between Mercosur and Peru; 
and ACE 59 between Mercosur, Colombia, Ecuador and Venezuela, the latter two signed in 2003. The 
entry into force of these agreements means that from 2005 80% of the trade between both groups was 
liberalised, and the remaining 20% will be liberalised within 15 years. These agreements are 
especially important for integration, as they are the trade pillar of the South American Community of 
Nations (SACN). 
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There are, however, various obstacles and risk factors facing this process. They include the highly 
cyclic nature of trade flows between both regions; the chronic deficit of Andean countries compared to 
Mercosur; regional imbalances, for which no corrective mechanisms have been established; and the 
lack of productive diversification in the countries of the region. It is also important to stress the need 
to make the rules of the various ACEs multilateral. The greatest challenge, however, probably lies in 
the lack of consensus among some countries regarding the South American project. 
 
2.4 The role of sub-regional leadership 
 
The changes in the integration processes and, in particular, the formation of a South American area 
around Mercosur, is largely due to the impetus from Brazil and the South American ‘turnaround’ in its 
external policy since Fernando H. Cardoso’s presidential term. One of the results of this policy has 
been the summits of South American presidents and the creation of the South American Community 
of Nations (SACN). It has also encouraged the closer relationship between CAN and Mercosur, which 
is partly due to the fact that South America receives around 20% of Brazilian exports and 95% of its 
industrial exports. 
 
This leadership, according to Sennes and Tomazini (2006: 44), has been marked by the prominence of 
diplomacy and governmental involvement, although business, both private and public, has played an 
important role, including The Development Bank (BNDES) and the oil company Petrobras. It has also 
favoured non-institutionalised agreements and inter-governmental cooperation; and in terms of the 
economy, free trade rather than further integration. It would be a strategy of ‘enlarging’ rather than 
‘deepening’ Mercosur and the South American area. 
 
This leadership has also encountered resistance from other parties. Brazil’s vision of South America is 
significantly different from that of Venezuela, and those differences have been openly expressed in the 
South American Community of Nations (SACN), although this has not prevented the two countries 
from cooperating on energy. Petrobras’ activities have been criticised by the social groups that brought 
the current President of Bolivia to power. In Mercosur, the action of the Argentina-Brazil ‘axis’ has 
led to a rejection of the smaller members. Both in Mercosur and in the SACN, questions are being 
asked about a leadership that promotes trade, in an imbalanced situation, without the provision to take 
on the economic and political costs of a deeper integration, which would mean relinquishing 
sovereignty to common bodies, and financing mechanisms for rectifying the imbalances. In this 
respect, it should be pointed out that while there is currently a political affinity among the leaders, 
relations within the group are at one of their lowest points. 
 
The participation of Brazil in the South American transport networks or the Structural Convergence 
Fund, which has already been mentioned, would be a step in the right direction, but South American 
integration requires more than this, and Brazil has the enormous advantage of having the resources for 
it. Brazil needs the members of Mercosur or the SACN in order to achieve its global objectives, but in 
return it needs to accept their demands. The challenge is reaching a basic agreement that incorporates 
the interests and leadership of Brazil into a broader integration project that guarantees the other 
countries their own political areas and allows them to gain tangible financial benefits, promoting a 
‘South American Brazil’ rather than an unfeasible ‘Brazilian South America’. 
 
2.5 The Ibero-American areas as a framework for political cooperation and 
harmonisation 
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Over 15 years, the Ibero-American conferences have transformed into an unusual regional framework 
involving countries with multiple memberships, in the EU, Latin America and the Caribbean. In recent 
years there has been a discussion about its role, around the report produced by the former Brazilian 
President Fernando H. Cardoso. With this background, the 14th Ibero-American Conference in San 
José, Costa Rica (2004) was a turning point, with the decision to strengthen the Ibero-American 
Conference as a framework for political cooperation, and to establish an Ibero-American General 
Secretariat (SEGIB) to monitor the agreements, manage cooperation programmes, and act as a 
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spokesperson for the Ibero-American countries with other international organisations. The 15th 
Summit in Salamanca (October 2005) confirmed the new role of the Ibero-American Conference and 
the start of a new stage. Facts that endorse this are the renewal of the political agenda, the creation of 
the SEGIB, the appointment of a high-profile person as Ibero-American Secretary General, and the 
adoption of its status as an observer at the United Nations General Assembly (Arenal 2005a and 
2005b).  
 
In relation to the United Nations, the EU and other Latin American groups, the Ibero-American 
Conference is a unique framework for political consensus on an agenda that includes important issues 
for bi-regional relations that are not dealt with in other forums, including the EU-Latin America and 
the Caribbean summits. Significant issues on this agenda are development policy and combating 
poverty in the particular circumstances of countries with a medium-sized income and major social 
inequalities; joint management of migration and immigrant rights in host countries; funding 
development, with new instruments such as conversion of debt by education or the facilitation of 
remittances, and bi-regional cooperation on peace operations, with the precedent of what is happening 
in Haiti.  
 
 
3. The South American Community of Nations (SACN) and the new ‘map’ of Latin 

American integration  
 
3.1 The SACN: nature and aims 
 
The South American Community of Nations (SACN) was established at the 3rd South American 
Presidential Summit on 8 December 2004 in Cuzco (Peru), as part of a summit process that began in 
2000 with the aim of gradually promoting a regional free trade area including Mercosur, the Andean 
Community, Chile, Guyana and Suriname. However, the setting up of the SACN gave the plan a real 
political vocation, inspired by the EU, and similarly based on a common identity and shared values.7  
 
According to the Cuzco Declaration, the SACN has three pillars. The first concerns harmonisation of 
external policies and the international influence of South America, as well as democratic 
consolidation. The second is economic integration, based on convergence between CAN and 
Mercosur. The third pillar involves physical integration and the integration of energy and 
telecommunications. The SACN also has the objectives of harmonising policies in various areas – 
agriculture, science and technology, etc. – and promoting the interaction of businesses and civil 
society in South America. 
 
A significant part of this agenda is the Initiative for the Integration of the South American Regional 
Infrastructure (IIRSA) in 2000, which within 10 years aims to set up 10 ‘South American Integration 
and Development Hubs’, with more than 350 regional interest projects. IIRSA also has the support of 
the Inter-American Development Bank (IDB), the Andean Development Corporation (ADC) and the 
Plata Basin Development Fund (Fonplata). This is an important element for regional integration, 
because for the first time the infrastructures have been planned with a regional rather than a national 
perspective (Tanzi 2005: 10). A network of gas pipelines has also been planned that would link 
Bolivia and Peru’s gas reserves with consumer countries such as Brazil, Uruguay and Chile, with the 
aim of promoting regional energy integration (covered later). 
 
From a legal and institutional standpoint, the SACN is a political entity – it does not have a founding 
treaty or a legal personality – and will be based on existing institutions. The political leadership comes 
from the meeting of Heads of State, which normally meets once a year. The meetings of Ministers of 
Foreign Affairs, which take place every six months, are responsible for taking executive decisions. 
The Mercosur Secretariat, the Secretariat General of the LAIA, and the Permanent Secretariat of the 
Amazonian Cooperation Treaty collaborate with these bodies. A Pro-Tempore Secretariat, which the 
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Member States take on by annual rotation, is responsible for the continuation of the work. It can be 
affirmed that the SACN is an expression of ‘summit diplomacy’ and also of the traditional Latin 
American preference for ‘lightweight’, inter-governmental regionalism. However, the effectiveness of 
this type of framework depends more on the will of the Member States than on institutions that can be 
given supra-national powers, or a common legal structure. 
 
There are, however, different views on the nature of the SACN, its institutionalisation, and its 
relationship with the other integration plans. According to Venezuela, the purpose of the SACN is to 
replace Mercosur, CAN and the integration model based on opening up trade represented by both 
these plans. Argentina, Brazil and the Secretariat General of CAN consider the SACN to be 
compatible with the existing groups and that trade convergence should take place gradually. In the 
Extraordinary Meeting of Heads of State of the SACN in December 2005, President Chávez refused to 
sign the final text, arguing that the SACN should replace Mercosur and CAN, due to their ‘neoliberal’ 
design. Finally it was decided to create a ‘Strategic Discussion Committee’ on South American 
integration, made up of 12 representatives of the SACN Member States, which must submit a report to 
the annual Presidential Summit to be held in Bolivia in 2006.  
 
Within this framework, the possibility was raised of creating a permanent secretariat, and Montevideo 
was proposed as a site. The idea of strengthening its parliamentary dimension has also been raised. In 
an extraordinary session in Guayaquil on 9 January 2005, the Andean Parliament proposed creating a 
South American Parliament as part of the SACN, incorporating the Andean Parliament and the 
Mercosur Parliament. It would be established in 2007 with the first direct elections to be held in 2010. 
The proposal was reiterated at the 1st Meeting of Heads of State of the SACN (Brasilia, September 
2005) by the Parlandino and the Mercosur Joint Parliamentary Committee. 
 
3.2 The SACN as a platform for political harmonisation and the future of the Rio Group 
 
During its short life, the SACN has held various meetings of its different bodies, promoting regional 
political harmonisation (see table in appendix). At the 1st meeting of Heads of State of the SACN, a 
‘priority agenda’ for political harmonisation was defined, including political dialogue, physical 
integration, the environment, energy integration, financial mechanisms, imbalances, social cohesion 
and telecommunications. At this meeting, however, there were some notable absences and the 
problems and differences of opinion regarding this agenda were clearly displayed. As well as the 
disagreements on institutions and the future of the SACN, which have already been mentioned, an 
agreement was not reached on the future free trade area and Chile’s proposal that it should be 
established in 2010.  
 
In terms of external influence, the SACN has already produced some results on South-South 
cooperation. A summit was held with the Arab countries, and a SACN-African Union summit is 
planned. A particularly significant summit was the 1st South America Arab countries Summit 
(Brasilia, 10-11 May 2005), attended by members of the SACN and representatives of 22 Member 
States of the Arab League, including Palestine. This summit, which resulted from a Brazilian initiative 
supported by the SACN, was called with two objectives: to broaden the international influence of 
South America, as part of a multipolar vision of the international system, and to open up new markets. 
For this purpose a business meeting was held with 800 business people from both regions. The 
declarations of support for Palestine, however, caused friction with Israel and the US, and some Arab 
governments did not attend due to pressure from Washington. 
 
Finally, the SACN has adopted a ‘South American Citizen Security Programme’, and various 
commitments which are yet to materialise, on the environment, culture, and handling regional 
imbalances. 
 
The appearance of the SACN raises obvious questions regarding the relevance of the Rio Group 
(GRIO) as a platform for regional political harmonisation. The SACN is responding to a political era 
dominated by left-wing governments, and to the desires for international influence of the South 
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American countries and, in particular, Brazil, which the GRIO cannot satisfy. The latter involves all of 
the countries in the region, but is visibly weakening, and includes countries to the north and south of 
Latin America with different international links and alignments. Mexico, and to a lesser extent Central 
America, have close economic links and a broad agenda of interdependency with the US, and are more 
interested in forming a possible ‘North American Community’ than in relations with South America, 
although they are linked to it by identity and culture. These countries may be interested in maintaining 
political links with South American in order to balance out their external relations. GRIO may fulfil 
this role, but the SACN could also do so if the link is limited to political consultation (Schünemanna 
2006). 
 
3.3 The SACN and energy integration in South America 
 
Energy integration has become a central issue on the SACN’s political agenda. This partly reflects the 
concern regarding the increase in demands for oil and gas, political instability in the producer 
countries, and the effects of the wars in Afghanistan and Iraq on stability in the Middle East and the 
global oil market. These circumstances have given rise to a renewed ‘oil nationalism’ in which the 
consumer countries are seeking to reduce their vulnerability and guarantee access to energy, and the 
producers are seeking to ensure that they have control over their energy resources and the wealth that 
they can generate, so oil and gas are being used as external policy tools.  
 
Although this issue is steeped in global energy geopolitics, in Latin America it has its own features. It 
has large reserves of oil and gas, some of which have scarcely been exploited, in Bolivia, Peru and 
Venezuela, and at the same time, countries with growing energy demands, which, if they are not 
satisfied, threaten their economic growth, such as Brazil, Chile and Uruguay. In 2003 the Latin 
American Energy Organisation (OLADE) decided to promote energy integration in Latin America, 
and this issue became one of the priorities for Latin American integration and on the political agenda 
of the SACN. There are three key issues: constructing the infrastructure required to connect reserves 
with consumers; the necessary investment, and the existence of regulatory frameworks and legal 
security for the governments and operators involved, both public and private. Failure to integrate 
energy would result in significant risks and costs. It could be the ‘bottleneck’ of economic growth, and 
encourage bilateral conflicts such as those that arose in the last two years between Bolivia and Chile, 
and between Chile and Argentina. In Chile, for example, the nuclear option, which is more risky and 
expensive, could be considered, if access is not secured to gas from other South American countries. 
On the other hand, a regional approach to energy could promote integration, development, stability 
and security in the South American area. 
 
There are various motives involved in this field. Venezuela tends to see this issue in geopolitical 
terms, and sees South American energy integration as the backbone of a plan that is seeking to 
establish regional autonomy for Latin America, in particular in relation to the USA and consolidating 
the regional leadership of Venezuela, Brazil or Chile would represent another, more pragmatic 
viewpoint focused on energy security. Chile in particular is seeking to ensure access to gas, as cheaply 
and efficiently as possible, without the issue being a source of tension in its relations with its 
neighbours, Argentina, Bolivia and Peru. In any case, the will demonstrated by the governments, the 
backing of financial institutions such as the IDB and the ADC, and the interest from private investors 
means that there can be, in the words of ECLA (2005: 82), a ‘cautious optimism’ on this subject, on 
which there are a variety of proposals: 
 
- The Venezuelan proposal, supported by Argentina, Bolivia and Brazil, and later Uruguay, is to 

form a large South American oil company with a public shareholding, called Petrosur. At the 
1st meeting of South American Energy Ministers (Isla Margarita, Venezuela, October 2004) 
decisions were taken on action in this respect, and in May 2005 an agreement was adopted to 
establish its secretariat. At the same time, at the 1st meeting of Heads of State of the SACN 
(Brasilia, 30 October 2005), the Presidents of Argentina, Brazil and Venezuela and the 
Spanish oil company Repsol-YPF signed several agreements as part of Petrosur, including the 
exchange and granting of exploitation rights and the construction of refineries. 
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- In the context of the SACN, the meeting of Energy Ministers held in Caracas in September 

2005 adopted the ‘Strategy of Petroamerica’, which aims to promote a multilateral energy 
complementation agreement, and, according to the ministerial declaration, to be a ‘geopolitical 
tool’.  

 
- The plan for a ‘gas ring’ linking the gas fields in Camisea, Peru, with Chile, to encourage 

exports of Bolivian gas to Argentina and, through it, to Chile. This plan will improve the 
supply to the whole of South American and, by making the issue multilateral, will avoid 
bilateral conflicts on gas supply, in particular those that have affected Chile and Bolivia.8  

 
- The decision adopted on 16 January 2006 by the Presidents of Argentina, Brazil and 

Venezuela, to look at constructing the South American gas pipeline, with an extension of 
8 000 kilometres. There are doubts as to the viability of this project due to its high cost 
(around 20 000 million dollars) and its environmental impact, but its rationale is more political 
than economic, making Venezuela the main supplier to South America.9 In reality, from the 
Brazilian point of view this project could have another objective: encouraging Bolivia to 
increase its exports to the South American pipeline network, ensuring the investments and 
interests of the joint venture Petrobras, in a scenario in which Bolivia has yet to define its 
energy policy and the legal framework in which foreign companies would have to operate.10 
In early 2006 the Bolivian President himself said that ‘Bolivia should not be excluded’ from 
the South American gas integration plan.  

 
3.4 The SACN and Latin American integration: future prospects 
 
It is difficult to comment on the future of the SACN, as it is an incipient project. The history of Latin 
American integration over the last fifteen years does not invite optimism. The plan is based on CAN 
and Mercosur, and to a large extent its strengths and weaknesses are also those of the SACN. But as 
Cardona says (2005: 84), there are promising elements in the SACN, such as the fact that 80% of trade 
is already liberalised and that there is a clear schedule for establishing a South American free trade 
area; that there are defined policies on infrastructure and energy, backed by financial institutions with 
a good reputation; and that despite the differences of opinion on its future, the SACN satisfies strategic 
interests of each of its members, which would not be feasible through bilateral relations.  

 
In general, the SACN can help to improve stability and democratic governance, and provides a 
suitable framework for developing a new agenda for Latin American integration and making South 
American identity an asset for achieving this objective. As far as its members are concerned, Brazil 
would gain enlarged markets for its industry, access to the Pacific, and more impetus for its global 
objectives. Chile could obtain secure access to gas, enlarged markets, a multilateral framework for 
minimising the potential for conflict in its relationships with its neighbours, and a stronger link with 
South America, which would not be possible in the commercial area. Bolivia could improve its access 
to the Pacific, and would gain access to markets and investments for developing its gas sector, and a 
multilateral framework to help democratic governance and the stability of the country. Peru would 
strengthen its role as a gateway to the Pacific, especially in relation to Brazil. Venezuela could 
develop its economic complementarity with Brazil and broaden its regional political influence. 
Ecuador and Colombia, although they have fewer interests than other countries, would also benefit 
from the SACN as it would help them to diversify their external relations, which are currently very 
much focused on the US. Finally, these objectives are very much in line with the objectives that the 
EU has set for its Latin American policy. 
 

                                                 
8 ‘Gas ring. Chile’s search for reliable suppliers’, The Economist, 18 August 2005.  
9 Humberto Márquez, ‘El gasoducto es caro y polémico’, Inter Press Service, 22 February 2006. 
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However, in some countries the consensus on the SACN is based more on ideological choices rather 
than on a pragmatic analysis of national and regional interests, and the political will that appears to be 
supporting the plan could, as the former President of Uruguay, Julio M. Sanguinetti (2005: 12) says, 
be merely an arbitrary exercise with very weak foundations. As already stated, the consolidation of the 
SACN will depend on a readjustment of Brazilian leadership and consensuses that have not yet been 
achieved regarding the institutional model and the SACN’s relationship with CAN and Mercosur, two 
groups whose internal problems could undermine the consolidation of the South American plan. 
Finally, the SACN is facing the challenge of harmonisation and simplifying the ‘spaghetti bowl’, in 
the words of Jagdish Baghwati, of the various regulatory frameworks that overlap each other in South 
America. It will depend on these challenges whether the SACN is a significant player in globalisation 
and in the ‘inter-regional’ relationship with the EU and other external bodies. 
 
 
4. The challenge of effective multilateralism in EU-Latin America relations 
 
Both regions have expressed a preference for multilateralism as a basic option for external policy. This 
sets both regions apart from the US, as they are among the strongest supporters of the multilateral 
system. If Latin America, the Caribbean and the EU, which together represent one quarter of the states 
in the international community, cease to support this system, it is difficult to imagine which other 
states will do so. Both regions see themselves as fulfilling an essential role in maintaining the systems, 
international organisations and rules and conventions that help to ensure a degree of global 
governance, although it may have gaps and weaknesses, especially during difficult periods such as the 
Iraq war.  
 
Promoting effective multilateralism is one of the objectives of the ‘strategic association’ and the bi-
regional summits process. However, on this aspect the results have been below expectations. This is 
because there are different visions of multilateralism, internal disagreements in each group on several 
key subjects, and problems that are inherent to the summit process and its preparation. The first two 
factors limit the possibilities for consensus and joint action. However, despite these differences there 
is a very broad agreed agenda, and it could be extended much further if harmonisation of positions 
were improved through the summits and other mechanisms for dialogue. 
 
The bi-regional dialogue and the debates at the United Nations Summit in New York (September 
2005) show that the EU is promoting a ‘cosmopolitan’ multilateralism based on stronger and more 
legitimate regional and global organisations. They would be given greater powers, establishing joint 
frameworks for sovereignty, so that they can respond effectively to the social demands for security, 
governance, welfare, social cohesion and preservation of the biosphere, which the nation-states cannot 
adequately fulfil due to globalisation. Latin America, meanwhile, still sees the multilateral system as a 
mechanism for claiming resources and, above all, a guarantee of its sovereignty and of the validity of 
the principle of non-intervention. Often, with this ‘Westphalian’ view of multilateralism it perceives 
human rights and collective security initiatives as threatening, as in its historical experience 
democratic rhetoric has often been used to justify external intervention. However, some Latin 
American countries appear to be moving towards the ‘cosmopolitan’ vision of sovereignty and 
multilateralism. This appears to be indicated by the regionalist option, and by the fact that in the 
multilateral framework, at the New York Summit they accepted the principle of the ‘responsibility to 
protect’ and other initiatives to strengthen the multilateral system (Sanahuja 2006b). 
 
There are, however, a wide range of subjects on the agenda on which agreement is feasible. Despite 
visible disagreements regarding the reform of the Security Council, the voting patterns in United 
Nations bodies identify areas in which opinions coincide, which need a more detailed harmonisation 
of positions (Fonseca 2005). These include:  
 
- Strengthening the United Nations to defend human rights; the creation and appropriate 

operation of the Peacebuilding Commission; increasing the United Nations’ capacity for 
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humanitarian response; strengthening ECOSOC and its capacities for monitoring development 
cooperation policies; and non-proliferation of arms, especially small arms.  

 
- The new agenda for international cooperation and the Millennium Development Goals 

(MDGs) are another area of common interest, in particular in relation to the following issues: 
the application of the MDGs in countries with a medium-sized income, social cohesion and 
the problems of inequality that are features of the Latin American countries; and the 
monitoring of the ‘Monterrey Consensus’ (Ricupero 2005). In particular, there are extensive 
opportunities for joint action in terms of creating new instruments for funding development, as 
suggested by the countries from both regions that are part of the ‘Action against Hunger and 
Poverty’  

 
- Building peace and preventing war and armed conflict, by establishing mechanisms for 

linking Latin America to the EU’s conflict prevention policy. In this area, it has been 
suggested from various quarters that there is a possibility and/or the need to promote 
cooperation between the incipient European Security and Defence Policy (ESDP) or other 
regional organisations, such as the OSCE, with organisations such as the OAS or sub-regional 
groups (Mercosur, CAN or Central America) and their ‘democratic security’ or ‘cooperative 
security’ agendas. Political dialogue and increased cooperation in this area between the EU, 
the OSCE and the OAS could help Latin America to strengthen its capacity for preventing and 
managing crises and conflicts and for implementing measures to encourage confidence (Freres 
and Sanahuja 2005: 48-52). 

 
- On the environment, the development of Agenda 21 and the Johannesburg Implementation 

Plan could also be important issues for bi-regional cooperation. The implementation of the 
Kyoto Protocol and its North-South cooperation mechanisms are also fields of interest for 
effective multilateralism. 

 
As stated, the dynamics and format of the summits do not allow coinciding opinions on doctrine to be 
converted into relevant positions (Fonseca, 2005). The summits are useful for displaying political 
positions on pressing matters on the international agenda, but the results are far too generic and there 
are no specific agreements. Very little work is done in advance, and often action is taken reactively. 
Traditional diplomatic mechanisms are used, with little participation from the European Commission 
or the Latin American integration bodies, and there is no preparatory work at intermediate level (high-
level officials, social or academic representatives) or mechanisms for follow up. More preparatory 
work, with specialised dialogue and the involvement of non-governmental representatives would make 
these frameworks more effective. 
 
 
5. Prospects: multilateralism, regionalism and integration in EU-Latin American 

relations  
 
5.1 Regional integration or sub-regional leadership? Options for EU policy 
 
The limited results, the uncertainty and the crises that characterise regional integration after fifteen 
years of a ‘new regionalism’ that is no longer so new, have led some to question EU strategy, which 
favours regional groups and has made support for integration a theme of its policy. Some are 
demanding a change of strategy by the EU: it should start from the premise that Latin American 
integration has failed, and abandon the regional institutions to their fate, as the Member States 
themselves do not support them. Instead, a new policy is being proposed that on trade refers to the 
WTO framework, and politically is a bilateral relationship that prioritises certain strategic partners 
who would be given preferential treatment as political partners, legitimising sub-regional leadership, 
particularly with Brazil in South America, and with Mexico in Central America.  
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This strategy, however, overlooks the shortcomings of the countries that hope to be sub-regional 
leaders, associates the EU with policies whose effectiveness in the long term is doubtful, and would 
cause a rejection of other Latin American countries, as previously shown in the case of Brazil. It 
would probably incur costs that would be greater than the supposed advantages of a policy focused 
around a reduced number of players. They include the fact that it would illegitimise previous EC 
action in this field, and contradicts its own model and identity as an international player. It would be 
impossible to understand the EU dropping its support for Latin American integration. Its value as a 
negotiator with and partner of Latin America lies precisely in what singles it out from other players 
outside the region, such as the US, which is not sympathetic to Latin American regionalism, or the 
Asian countries, which are in favour of other forms of ‘open regionalism’.  
 
This action also shows that support for integration is in response to EU economic interests, which are 
easier to achieve through association agreements that go beyond what is agreed in the WTO, with 
groups moving towards a model for ‘deep’ integration, with high levels of liberalisation and a 
strengthened institutional framework, guaranteeing greater certainty and legal security. These 
agreements should also encourage improvements on social cohesion, which will contribute to political 
stability and democratic governance. 
 
This does not mean that closer links cannot be established with countries such as Argentina, Brazil and 
Mexico, inasmuch as they support a ‘cooperative leadership’ that will help strengthen Mercosur or the 
SACN. The political message must be very clear: a special relationship with the EU must be 
dependent on promoting integration and contributing to multilateralism, rather than contributing to 
imbalanced regionalist models or abandoning ‘genuine’ integration in favour of other agendas. 
 
5.2 A new strategy to support integration 
 
In the recent Communication on a stronger partnership between the EU and Latin America, the 
Commission raises the need to complete the network of association agreements ‘involving all the 
countries of the region and liable to contribute to the integration of the region as a whole’, pointing out 
that the course of action taken by the EU must be tailored to the new realities in Latin America and 
that the integration processes are evolving as demonstrated by the creation of the SACN (European 
Commission, 2005: 5). In this connection, the EU strategy should consider the following issues:  
 
- Completing the network of association agreements with a more pragmatic approach: the 

signing of association agreements with Mercosur and the Central American and Andean 
countries continues to be an important objective, although the difficulties that have emerged, 
which seem difficult to resolve, should lead to a process of reflection about the aims of the 
negotiation and the model of the association sought, based upon a more ambitious trade 
liberalisation agreement. This hinders progress in other more feasible areas, such as increased 
cooperation in developing physical infrastructure or an ‘energy association’. With regard to 
the agreement between the EU and the Andean Community, the prospects for agreement also 
need to be evaluated, and if necessary there needs to be an adjustment of perceptions and 
demands in terms of the ‘joint evaluation’ that has been taking place throughout 2005 and 
2006. 

 
- Adapting the strategy to possible changes in the ‘map’ of regional integration. As the 

Commission says, it is important to pay attention to the changes that are taking place in the 
‘map’ of regional integration, in particular regarding the convergence of CAN and Mercosur, 
the expansion of Mercosur, and the formation of the SACN. Although there may be more 
detailed agreements, the prospects for the liberalisation of South American trade according to 
a pre-established schedule mean that it is more appropriate for the European Parliament to 
propose moving towards a bi-regional free trade area, although the initial schedule planned 
would need to be adjusted. 
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- Fostering South American integration. The SACN is probably an incipient framework for 
entering into an institutional dialogue with the EU, which could take place within the context 
of the bi-regional summits without the need to create new forums. However, the gradual 
consolidation of the SACN may be backed up by the next EC regional strategy through 
cooperation measures. Support for South American integration should be oriented towards 
consolidating the institutions, strengthening the foundations of their economies within 
Mercosur and the SACN, consolidating the SACN as the framework for agreeing external 
policies to promote effective multilateralism, and its agenda for fostering physical integration, 
as well as integrating infrastructures and reducing disparities and building social cohesion. In 
this connection, encouraging Brazil to play a leading role in cooperation is an overarching 
policy objective for the EU.  

 
- An extended and reinforced integration strategy. In response to the changes taking place in 

Latin American integration, it is important to develop a broadened integration strategy, which 
is not dependent on the development of trade commitments. As already stated, this strategy 
should focus on deeper economic integration through the convergence of macroeconomic 
policies and sectoral policies, particularly in the infrastructure and energy areas; the 
management of interdependencies that affect regional and local development, such as cross-
border cooperation; the management of water basins and natural spaces; regional networks of 
cities; developing tourist circuits; the reduction and mitigation of risks following disasters; and 
‘bottom up’ regionalisation processes, through the creation of regional networks of civil 
society that can actively participate in the process. A particularly important part of this 
strategy are mechanisms for rectifying imbalances in the promotion of transformation of 
production capacity, in the interests of income convergence and social and territorial cohesion, 
which can be established in the integration processes, and the support that the EU can give 
them. For this purpose the proposal to establish a ‘Bi-regional Solidarity Fund’ made by the 
European Parliament in 2001 is still relevant. Specifically, the EU would send a clear political 
signal by lending support to the Structural Convergence Fund created by Mercosur. In this 
connection, it may be necessary for the Commission to define its strategy for supporting 
regional integration in greater detail as the most recent Communication on this issue dates 
back to 1995.   

 
- Towards an association in the area of energy and physical infrastructure. In the fields of 

energy and infrastructure, cooperation with South American initiatives is an important 
component of the new integration agenda and is in line with shared interests, as it deals with 
one of the ‘bottlenecks’ of Latin American development, helps to guarantee diverse supply 
sources for the EU, and helps to ‘multilateralise’ the issue. It can also prevent internal political 
conflicts or bilateral disputes on access to and use of energy sources that increase instability in 
the area and support European investment in the sector. Regional energy integration and 
European interests in this area can be better promoted if the EU provides more resources. 
Although the Commission does not have sufficient funds for infrastructure and energy 
measures, as they are very expensive, the EU can promote greater participation from the 
European Investment Bank (EIB), through a new credit facility for the 2007-2013 period, with 
more resources, and a specific mandate to support regional integration through energy 
infrastructure, communications, environmental management and cross-border cooperation 
projects, in cooperation with integration banks such as the ADC or the Inter-American 
Development Bank (IDB). 

 

DV\608021EN 18 PE 370.622 

- An extended political agenda for bi-regional dialogue. The agenda for dialogue and political 
cooperation also needs to be broadened, in order to adapt it to what is being done in the EU 
and in the different Latin American regional groups, including the links between regionalism 
and democratic governance, regional security and conflict prevention. In order to do this, the 
EU can promote specialised dialogue between public and private bodies and civil society, and 
encourage involvement from regional institutions in the political crises in the region through a 
broader consultation process with the EU Council, as part of the CFSP. 

External Translation 



 

 
5.3 Epilogue: towards an effective multilateralism 
 
Regionalism and multilateralism are complementary strategies in relations between the EU and Latin 
America. As already stated, both regions could cooperate more in the interests of a ‘new 
multilateralism’ that would contribute effectively to the governance of the international system. This 
requires more systematic work between summits and in the various international organisations and 
forums, as previously mentioned. More specifically, it is essential to promote or establish sectoral 
dialogues, with the participation of governmental and non-governmental bodies, on peace, security 
and conflict prevention; the environment; migration, illegal drugs and other subjects on the 
multilateral agenda on which it is identified that positions are in tune with each other and there is the 
possibility for joint action. 
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Table 1 
Trade agreements in Latin America (2005) 

 

Agreements signed Agreements under negotiation 
Intra-regional agreements 

 
Andean Community: Bolivia, Colombia, Ecuador, Peru and Venezuela; 

Mercosur: Argentina, Brazil, Paraguay and Uruguay / Bolivia, Chile; 
Andean Community – Mercosur  

Central American Common Market (CACM): Costa Rica, El Salvador, 
Guatemala, Honduras and Nicaragua; 

Chile – Andean Community, MCCA, Mexico, Panama; 
Mexico – Central America 

Mexico – Uruguay; 
Mexico – Bolivia; 

Caribbean Community (CARICOM); CARICOM – Costa Rica 
CARICOM –Venezuela; CARICOM – Colombia;  

Group of Three: Colombia, Mexico and Venezuela;  
CACM – Dominican Republic 

 

Intra-regional agreements 
 

CARICOM – Mercosur; 
Andean Community – El Salvador, Guatemala, and Honduras; 

Mexico – Mercosur 

Extra-regional agreements 
(SOUTH-NORTH) 

 
Chile – Canada, United States, European Union, European Free Trade  

Association (EFTA);  
Mexico – United States, Canada (NAFTA), EFTA, European Union, Japan;  

 CACM, Dominican Republic – United States (CAFTA –DR) 
Costa Rica – Canada 

 

Extra-regional agreements 
(SOUTH-NORTH) 

 
Mercosur – European Union; 

CARICOM – European Union; 
CARICOM – Canada 

(SOUTH-SOUTH) 
 

Chile – Republic of Korea; Chile – New Zealand, Singapore, Brunei; 
Mercosur – India (450 products) 

(SOUTH-SOUTH) 
 

Chile – China; Peru – Thailand; 
Mercosur – Southern African Customs Union (SACU);  

Brazil – Morocco; Brazil – Egypt 
Source: ECLA 
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Ministerial meetings of Heads of State of the SACN, 2004-2005 
 
Meeting Place and date Main agreements and results 
3rd South American Summit Cuzco (Peru), 8 

December 2004 
Establishment of SACN 

1st South America – Arab 
Countries Summit 

Brasilia (Brazil) 10 
and 11 May 2005 

Political dialogue on the Middle East 
conflict, the creation of the Palestinian 
State, and reform of the multilateral 
system. Promotion of trade and investment 
between both regions. 

Meeting of Ministers of Foreign 
Affairs 

Guayaquil (Ecuador), 
2 August 2005 

Defining working priorities: political 
dialogue, physical integration, 
environment, energy integration, funding, 
imbalances, social cohesion and 
telecommunications 

Meeting on Citizen Security and 
related matters between 
Ministers of Justice, the Interior, 
Defence and Citizen Security  

Fortaleza (Brazil), 25 
and 26 August 2005 

Adoption of ‘South American Citizens’ 
Security Programme’ 

Meeting of Ministers of Energy Caracas (Venezuela), 
20 and 21 September 
2005 

Debate on the integration of energy 
networks. Caracas Declaration on the 
‘Petroamerica’ initiative.  

1st Meeting of Heads of State of 
the SACN 

Brasilia (Brazil), 30 
September 2005 

Agenda of priorities for the SACN. 
Decisions on the SACN-African Union 
Summit. 
Commissioning of study on the 
convergence of free trade agreements with 
the prospect of a South American free 
trade area.  

Meeting on regional imbalances 
within the SACN 

La Paz (Bolivia), 21 
October 2005 

Further meetings called with contributions 
from regional bodies 

Extraordinary Meeting of Heads 
of State of the SACN as part of 
the 29th Meeting of the CMC and 
Summit of Heads of State of 
Mercosur 

Montevideo, 9 
December 2005 

Creation of the ‘Strategic Discussion 
Committee on the South American 
Integration Process’ 

 
 
 

Planned meetings of Ministers and Heads of State of the SACN, 2006-2008 
 
Meeting Place and date 
2nd Meeting of Heads of State of the SACN La Paz (Bolivia), 2006 
1st Meeting of Ministers of Foreign Affairs of 
the South American countries and 

Buenos Aires (Argentina), 2007 

2nd South America – Arab Countries Summit Rabat (Morocco), 2008 
Meeting on culture First half of 2006 
Meeting on the environment First half of 2006 
SACN-African Union Summit To be decided 
 
Source: own 



 

Graph 1 

Latin America: development of intra-regional trade, 1990-2004 
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Source: ECLA, from official data. The figures on total intra-regional trade are expressed in millions of dollar. 
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Graph 2 

Development of intra-regional trade by areas and sub-regions, 1980-2004 (as a proportion of total trade) 
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