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After twenty years of intermittent 
negotiations, a comprehensive 
free trade agreement between 
the EU and Mercosur—which 
began April 2000—was finalized 
but not signed in June 2019. The 
ink on the provisional trade pact 
with the Latin American Mercos-
ur countries had not yet dried 
before it generated opposition 
across Europe. Although EU and 

Mercosur leaders, including par-
liamentarians, have signaled that 
they would like to have an agree-
ment signed by the end of 2023, 
the process has become drawn 
out due to clashes over agricul-
ture and sustainability that reflect 
the increasing focus on non-trade 
values, notably climate-relat-
ed conditionality provisions and 
commitments. 
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Although the agreement has po-
tential economic benefits as mar-
ket liberalization is designed to 
reduce high import duties on a 
range of products from the EU 
including machinery, chemicals, 
and cars, the agreement also 
includes some additional EU re-
quests that have characterized 
other trade agreements including 
recognition of geographic indi-
cators (GI) and access to public 
procurement markets. But further 
demands to strengthen sustain-
ability have proved controversial. 
The European Commission intro-
duced a new approach for trade 
and sustainable development af-
ter publishing a sustainability im-
pact assessment (SIA). European 
NGOs had complained that the 
environmental assessment was 
conducted after the agreement 
was signed. The European Par-
liament had also indicated that it 
could not ratify the agreement ‘as 
it stands.’ In response, the Euro-
pean Commission in 2022 added 
an addendum that would allow for 
sanctions as a last resort for en-
forcement of sustainability mea-
sures to ensure compliance with 

the Paris Accords. The extent to 
which these provisions can be 
assessed and implemented re-
mains to be seen (Blot, 2023). 

What are the remaining 
roadblocks?

While the European Union has 
been seeking further reassuranc-
es regarding sustainability and 
deforestation from its trade part-
ners, it poses difficulties for less 
developed economies. This is not 
just due to the strengthening of 
Trade and Sustainable Develop-
ment provisions in trade agree-
ments but also a result of new 
European legislation. The EU has 
recently adopted the carbon bor-
der adjustment mechanism, the 
forced labor regulation, the di-
rective on corporate sustainabil-
ity due diligence, and the defor-
estation regulation that apply to 
imports. These new instruments 
can raise the costs of compliance 
for companies in the Mercosur re-
gion, as the impact will mean that 
some products will be banned 
due to their deforestation effects 
while others will be required to 
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document sustainability efforts 
down their supply chain. 

Member state pushbacks 

Domestic opposition, interest 
group mobilization, and delayed 
ratification is a long-established 
pattern around trade agree-
ments. Though not the first trade 
agreement to face resistance, the 
ratification process has encoun-
tered pressure from agricultural 
interests in France who are op-
posed to market access commit-
ments as the biggest agricultural 
producer in Europe. Beef, poul-
try, and sugar producers would 
come under competitive pres-
sure from imports. Such push-
back has not been restricted to 
France, but also other member 
states. Ireland, for instance, has 
also expressed concern about 
their agricultural products, nota-
bly beef. Austria, where almost 
all the parties had opposed and 
voted against the initial agree-
ment, remains opposed to what is 
perceived as a dated agreement 
which lacks strong sustainabil-
ity or climate provisions. Dutch 

objections are reflective of vest-
ed agricultural interests coupled 
with concerns about deforesta-
tion. By contrast, Germany and 
Spain remain strongly committed 
to the agreement. Though several 
national parliaments have come 
out against the deal, the ratifica-
tion process will take place at the 
EU level, requiring both a quali-
fied majority vote in the European 
Council and a vote in the Euro-
pean Parliament. After the ratifi-
cation hurdles with the EU-CETA 
agreement, the mixed agreement 
option with ratification at the na-
tional level –requiring national 
and, in some cases, regional par-
liamentary approval—simply is 
not feasible. The European Parlia-
ment will need to ratify the agree-
ment even as it faces the end of 
its tenure before upcoming elec-
tions in 2024.

While the free trade agreement 
has many traditional elements 
which would eliminate customs 
duties on 91% of EU goods ex-
ported to Mercosur and 92% of 
Mercosur imports to the EU, there 
are safeguards for sensitive ag-
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ricultural goods. And yet, the 
agreement has rallied climate ac-
tivists and labor representatives 
who are concerned that general 
commitments—on the environ-
ment or labor standards—need to 
be turned into concrete policies 
and rules that can be enforced. 
Less visible in these debates is 
the support from several business 
associations such as Business 
Europe and AmCham that wish to 
see the agreement in place. 

Is Mercosur unique? 

Progress in trade talks with other 
partners has been uneven, with 
a mixture of updated and mod-
ernized agreements with Mexico 
and Chile for example, as well as 
new agreements with Australia 
and New Zealand on the agen-
da. Concern that differences 
over many issues have dragged 
on has been heightened by the 
impending pressures of the up-
coming elections to the European 
Parliament in June 2024. Spain, 
currently holding the EU Presi-
dency, is anxious to complete the 
deal during its six-month term, 

seeing its Latin American connec-
tions as a window of opportunity 
to secure agreement. The need 
for strategic alliances in terms 
of diversified supply chains and 
critical minerals has made the 
region more attractive for the EU 
after a period of benign neglect 
which has enabled China to take 
advantage of investment oppor-
tunities. That said, any changes 
that the EU is pushing for in free 
trade agreements have generat-
ed a strong reaction from its Latin 
American counterparts. There is 
the prospect that the EU will lose 
some market access benefits in 
response to its revisions to the 
agreement, notably in public pro-
curement in key sectors, which will 
not be well received by the Euro-
pean Commission. Despite recent 
meetings between European and 
Latin American parliamentarians 
and political leaders to address 
the impasse, the South Ameri-
can trade bloc will push its own 
counterproposals to the EU ad-
dendum on environmental safe-
guards. But much has changed 
since the agreement was signed 
in 2019. The increased geoeco-
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nomic environment along with 
more defensive trade measures 
as well as domestic opposition 
to specific comprehensive trade 
agreements has meant that the 
EU has shifted towards more 
sectoral agreements regarding 
digital, technology, and critical 
minerals rather than exclusively 
focus on free trade agreements. 
While the process of ratification 
has been slowed by EU efforts to 
make legal amendments to the 
2019 agreement, this is in fact not 
dissimilar to actions taken in other 
free trade agreements.

Clash of trade and values 

Public debates and official state-
ments in Latin America have 
pushed back against European 
efforts to shift from general com-
mitments on environmental and 
labor standards to more concrete 
reassurances regarding sustain-
ability and deforestation. Brazil-
ian President Lula De Silva, in 
his speech at the recent summit, 
stated that BRICS could not ac-
cept “a green neocolonialism that 
imposes trade barriers and dis-

criminatory measures under the 
pretext of protecting the environ-
ment.” Concerned that the Euro-
pean Commission wants to make 
the sustainability commitments 
more enforceable and in doing so 
encroach on domestic sovereign-
ty, the agreement has reignited 
tensions that the year-end dead-
line may not be met. Even if there 
is a resolution to the new addi-
tional instrument regarding the 
environmental provisions that the 
EU has pushed to include in the 
Mercosur trade agreement, many 
of the recent EU laws also affect 
exports from Mercosur—poten-
tially putting up more barriers. 

5EU-MERCOSUR RELATIONS: FROM BENIGN NEGLECT TO CONTESTED VALUES

https://ecipe.org/blog/the-eu-and-mercosur-escape-room/
https://www.gov.br/planalto/en/follow-the-government/speeches/speech-by-president-of-the-republic-luiz-inacio-lula-da-silva-during-the-brics-business-forum-in-johannesburg-south-africa
https://www.gov.br/planalto/en/follow-the-government/speeches/speech-by-president-of-the-republic-luiz-inacio-lula-da-silva-during-the-brics-business-forum-in-johannesburg-south-africa

