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Foreword

Brazil has emerged as both a driver of growth in South America and
an active force in world politics in the decade since the Council on For-
eign Relations (CFR) convened its first Independent Task Force on the
country. During this period, Brazil has lifted nearly thirty million of its
citizens out of poverty, significantly expanded its middle class, become
increasingly active within multilateral institutions and international
forums, and weathered the recent worldwide recession—all in a peace-
ful, market-oriented, and democratic context.

To be sure, Brazil is still contending with important internal con-
cerns—its remaining poor, the growing challenges of climate change,
and its ongoing transformation from a commodity-based to an indus-
trial economy, to name just a few. Nevertheless, the message of this
report could hardly be clearer: Brazil matters not just regionally but
globally. Its decisions and actions will affect the world’s economy, envi-
ronment, and energy future as well as prospects for diplomacy and
stability. Brazil is on the short list of countries that will most shape
the twenty-first century. U.S. and Brazilian foreign policy must adjust
accordingly.

This Independent Task Force examines the U.S.-Brazil relationship
in light of the considerable developments of the past ten years. It comes
at a time when Brazil’s new administration, led by President Dilma
Rousseff, has had a few months to settle in and chart a course for the
country for the next several years. The Task Force recommends that
this period be seen as an opportunity for Brazil and the United States
to deepen their partnership through expanded governmental and eco-
nomic ties.

Withits growing regionaland global role, Brazil will face new respon-
sibilities and expectations. As Brazil seeks to become more active in
its region and abroad, some will look to it for guidance and others will
expect it to shoulder more burdens on the international stage. The Task
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Force recommends that Brazil receive a seat on an expanded United
Nations Security Council, in part as recognition of its increased global
role, butalso to encourage its constructive participation in global affairs.

I would like to thank the Task Force’s chairs, Samuel Bodman and
James Wolfensohn, for their leadership throughout this project. My
thanks extend to all of the Task Force members and observers for con-
tributing their time, significant experience, and expertise to produce a
thoughtful report. I also invite readers to review the additional views
written by several Task Force members that appear at the end of the
report.

This report would not be possible without the supervision of Anya
Schmemann, CFR’s Task Force Program director, who shepherded this
project from beginning to end, and Senior Fellow Julia Sweig, who ably
directed this Task Force and oversaw the research and drafting of this
report. All have contributed to a substantive and comprehensive docu-
ment that will help policymakers and others to better understand the
reality of Brazil.

Richard N. Haass

President

Council on Foreign Relations
July 2011
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Overview

The United States now faces a Brazil that has undertaken a peaceful
economic and social transformation to become the cornerstone of
South American growth and stability and a significant power and pres-
ence on the world stage.'

The Task Force addresses its findings and recommendations not
only to U.S. policymakers who focus on the Americas, but also to those
in the United States and elsewhere who are responsible for decisions on
the global strategic and economicissues and multilateral mechanisms in
which Brazil’s voice and actions are relevant. The findings and recom-
mendations of thisreport provide a framework for bipartisan policies—
global, regional, and bilateral—that take into account the opportunities
and challenges of Brazil’s rise as the United States and Brazil approach
the major international issues of the twenty-first century.

WHY BRAZIL

Brazil is and will remain an integral force in the evolution of a multi-
polar world. It ranks as the world’s fifth-largest landmass, fifth-largest
population, and eighth-largest economy. Brazil, which may become the
world’s fifth-largest economy by 2016, is the B in the BRICs (along with
Russia, India,and China*),agrouping of growth markets thataccounted
for 23 percent of global gross domestic product (GDP) in 2010 and will
collectively reach $25 trillion to overtake the U.S. economy within the
next decade. Brazil’s economic prowess places it in a leadership posi-
tion in Latin America and in the world and boosts the region’s strategic
importance globally, especially for the United States.

Given each country’s landmass, economy, population, and resource
base, Brazil and the United States necessarily interact in an increasingly

*South Africa formally joined the BRIC forum at the end of 2010, making it the BRICS forum.
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globalized and multipolar world. Beyond the geostrategic characteris-
tics that bring Brazil and the United States together, the two countries
are also remarkably similar: both are multiethnic, young democracies
that uphold common values with respect to free markets, rule of law,
individual rights, religious freedom, and diversity and equality.

Despite these similarities, the U.S.-Brazil relationship has been prone
to misunderstanding, and collaboration between the two countries has
been limited. The election of Dilma Rousseff as Brazil’s new presi-
dent offers an opportunity for a renewed approach. Presidents Barack
Obama and Rousseft have underscored a mutual desire to improve and
deepen the relationship, and the Task Force urges that efforts be made by
both countries to advance that goal. The Task Force believes that now is
the time for the United States and Brazil to advance their foreign policy
interests by reinvigorating and deepening this critical relationship.

OVERVIEW OF CORE CONCLUSIONS
AND RECOMMENDATIONS

The Task Force recommends that U.S. policymakers recognize Brazil’s
standing as a global actor, treat its emergence as an opportunity for the
United States, and work with Brazil to develop complementary policies.

Given Brazil’s rise over the past two decades, the United States must
now alter its view of the region and pursue a broader and more mature
relationship with the new Brazil. It is time that the foreign policy of the
United States reflects the new regional reality and adjusts to advance
U.S. interests, given what has changed and the changes likely to come.

Brazil and the United States are now entering a period that has
great potential to solidify a mature friendship, one that entails ever-
deepening trust in order to secure mutual benefits. This kind of rela-
tionship requires the two countries to move beyond their historic
oscillation between misinterpretation, public praise, and rebuke, and
instead approach both cooperation and inevitable disagreement with
mutual respect and tolerance.

The Task Force recommends open and regular communication
between Obama and Rousseff and between senior ofhicials of both coun-
tries. As Brazil continues to rise and the United States adapts to a mul-
tipolar order, frequent dialogue will help anticipate and diffuse tensions
that will surface as each country reacts and adjusts to a new and evolving
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geopolitical dynamic. High-level contact will signal to each country’s
bureaucracy—historically distrustful of one another—that the relation-
ship is a priority and that the success of each is in the other’s interest.

Brazil’s growing geostrategic importance merits sustained, senior-
level, and comprehensive coordination of U.S. policy across agencies.
The Task Force recommends that the National Security Council (NSC)
institutionalize a standing interagency coordination mechanism so that
a range of U.S. agencies responsible for functional issues—includ-
ing finance, trade, labor, energy, environment, agriculture, health,
homeland security, defense, and diplomacy—better coordinates what
remains a highly decentralized U.S. policy toward Brazil.

This reorganization would require an NSC director for Brazil alone,
rather than a director for Brazil and the Southern Cone. In addition,
the Task Force recommends that the State Department create a sepa-
rate Office for Brazilian Affairs outside the Office for Southern Cone
Affairs. The goal is for a U.S. policy approach that treats Brazil as a
global actor, with policies formulated not just by regional experts with
narrow portfolios.

The Task Force encourages U.S. policymakers to recognize that
independence will almost certainly remain a hallmark of Brazilian
foreign policy, even as the two countries develop a closer relation-
ship. Under Rousseff, Brazil likely will continue to engage—economi-
cally and diplomatically—in regions and on issues beyond the historic
domain of South America. Brazilians will resist a tight U.S. embrace,
and warming relations will not necessarily translate into Brazil’s stand-
ing in line behind the United States. But the United States and Brazil
can help each other advance mutual interests even without wholesale
policy agreements between the two.

The Task Force finds that it is in the interest of the United States to
welcome Brazil’s regional leadership and encourage Brazil’s promotion
of inclusiveness, development, and democracy. Developing a more com-
prehensive U.S. policy toward Brazil should not come at the expense of
deepening U.S. relationships with its other partners in the Americas.

The United States will need to adjust to a more assertive and inde-
pendent Brazil. And Brazil must adjust to its new role as a global power.
While the United States adapts to Brazil, it should also encourage Brazil
to use its newfound multilateral and diplomatic influence in ways that
look not only to its own national interests but to those of its neighbors

and beyond.
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Brazil and the United States face similar domestic challenges—
including education, innovation, health care, and infrastructure—that
should serve as an opportunity for deepening bilateral understand-
ing and cooperation. The Task Force notes the critical importance of
Brazil’s continued progress in redressing its significant domestic con-
straints, which could jeopardize the sustainability of Brazil’s long-term
economic growth and deter its international ambitions.

The Task Force encourages both governments to maintain and
expand channels of communication on trade and monetary policy, espe-
cially with respect to China. Brazil and the United States each approach
China carefully, balancing relationships that are both complementary
and competitive. Both Brazil and the United States have concerns
about China’s undervalued yuan, and though a joint approach is unre-
alistic, the Task Force suggests that Brazil and the United States agree
on common language to describe the currency challenges presented by
China in order to encourage China to allow its yuan to appreciate.

With an understanding of the divisive U.S. political environment,
the Task Force encourages the U.S. Congress to include an elimination
of the ethanol tariff in any bill regarding reform to the ethanol and bio-
fuel tax credit regime.

The Task Force recommends that the Obama administration now
fully endorse Brazil as a permanent member of the United Nations
Security Council (UNSC). The Task Force encourages the administra-
tion to address important regional, multilateral, and global governance
dimensions of such a step as it engages Brazil in an intense dialogue on
this matter.

The Task Force report takes stock of Brazil’s remarkable growth and
development, including the domestic resources, constraints, and inter-
national factors thataffect Brazil’s economic trajectory. The report con-
siders Brazil’s approach to energy and climate change, both as relevant
economic factors and as a means to help explain how Brazil conceives of
its global role and how it aims to reshape world institutions. It examines
Brazil’s style, agenda, and growing engagement as a regional and global
actor. Finally, the Task Force considers the U.S.-Brazil relationship and
proposes ways in which the United States can work with and alongside
Brazil to advance shared interests and common goals.



Introduction

Brazil has transcended its status as the largest and most resource-rich
country in Latin America to now be counted among the world’s pivotal
powers. Brazil is not a conventional military power, it does not rival
China or India in population or economic size, and it cannot match the
geopolitical history of Russia. Still, how Brazil defines and projects its
interests, a still-evolving process, is critical to understanding the char-
acter of the new multipolar and unpredictable global order.

Over the course of one generation, Brazil’s domestic priority of
inclusive growth has translated into a significant reduction of inequal-
ity, an expansion of the middle class, and a vibrant economy, all framed
within a democratic context. These internal achievements drive Bra-
zil’s agenda on the world stage. Internationally, Brazil has leveraged its
domestic assets and achievements to cement its role in areas as diverse
as energy and climate change, peace and security, and trade and finance.
Understanding and crafting a strategy to help in the success of this new
Brazil is in the national interest of the United States.

CURRENT U.S. POLICY TOWARD BRAZIL

According to President Obama’s recent statements, U.S. policy toward
Brazil is based on engagement and “mutual interest and mutual
respect,” predicated on the belief that a strong relationship with Brazil
promotes both U.S. and Brazilian interests. However, U.S. and Bra-
zilian practice has not always matched this rhetoric. In a relationship
that has more often been characterized by distance than by close
friendship, substantive collaboration has been shallow and prone to
misunderstanding.

Drawing upon groundwork laid by the Clinton and Bush adminis-
trations, the United States is now shaping a framework for a bilateral
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relationship with Brazil. Brazil and the United States do work together
on a number of discrete issues, such as biofuels cooperation, defense,
peacekeeping, and nonproliferation,among others.” Presidents Obama
and Rousseff recently laid out an expanding agenda that includes civil
aviation, space, innovation, science and technology, and education.
Senior ofhicials of the two countries occasionally maintain channels
of communication on major international security issues. Still, for a
variety of reasons, including competing priorities and domestic poli-
tics in each country, neither government has yet been able to weave the
disparate threads of their joint ventures into the fabric of a cohesive
strategic project.

The Task Force encourages Brazilian policymakers to draw upon the
findings and recommendations of this report to inform their own deci-
sions with respect to the United States. The new presidency in Brazil
offers an opportunity to reset the relationship. The recent summit
between presidents Obama and Rousseff in March 2011 underscored
both countries’ desire to improve and deepen this relationship.

The Task Force finds that it is in the interest of the United States
to understand Brazil as a complex international actor whose influ-
ence on the defining global issues of the day is only likely to increase.
Moreover, the success of Brazil’s peaceful transformation—a project
spanning two decades that has embraced democracy, markets, and
robust social policy—is also in the United States’ interest. Despite
Brazil’s rising prominence, the Task Force finds that the complexities
and importance of Brazil are poorly understood and underestimated
in Washington.

BRAZIL TODAY

The world watches with great interest as Rousseft attempts to build on
the legacy of the enormously popular former president Luiz Inacio Lula
daSilva (Lula) while charting her own course. Rousseftheld two cabinet
positions and served as Lula’s chief of staft before being chosen as the
ruling party’s candidate. The daughter of a Bulgarian immigrant and a
school teacher, Rousseff was jailed and tortured for her underground
activism; she is an economist who had previously never run for election.
Ambitious, results-driven, and pragmatic, Rousseff now stands as one
of the most powerful and influential women in the world.
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Former presidents Fernando Henrique Cardoso and Lula presided
over sixteen years of democratic consolidation and sound economic
policy. Brazil was well positioned to survive the global economic reces-
sion of 2008—having stabilized its currency, tackled rampant inflation,
strengthened its banking system, and built up dollar reserves—and it
emerged in 2009 relatively unscathed.

In a break fromits past, Brazil’s 2010 presidential election and recent
political transition did not shake its strong stock market, bonds, or
currency, signaling international confidence in its stability. Flows of
foreign direct investment (FDI) into Brazil remain high: among non-
Organization for Economic Cooperation and Development (OECD)
countries, Brazil is second only to China as a destination for foreign
investment. Though inflationary pressures remain a serious challenge,
the Brazilian economy is expected to grow by more than 4 percent this
year, after a particularly strong 2010 (7.5 percent growth).

The country Rousseff inherited in 2011 is substantially different from
the one Lula inherited in 2003, as is the international environment. In
the early stages of her presidency, Rousseff has stressed the need for
Brazil’s domestic agenda to drive and be served by the country’s inter-
national engagement. In that vein, Brazil’s foreign policy priorities
under her leadership are likely to emphasize integrating with South
America, establishing deeper ties and investment in Africa, managing a
complex relationship with China, improving relations with the United
States, and strengthening Brazil’s influence in the restructuring of mul-
tilateral institutions.

The Brazilian economy is market based, though significant state
involvement in shaping industrial policy remains a feature of Brazil’s
economic model. The Brazilian government’s ownership and operation
of major enterprises, its role as the primary source of capital and long-
term local currency financing, its intervention in company decisions,
and its high levels of social spending are all aspects of Brazil’s devel-
opment agenda. For example, the Rousseff administration has encour-
aged Brazil’s largest private firms, known as national champions, to
reinvest domestically, even at the expense of shareholder value. In addi-
tion, powerhouse companies (both Brazilian and foreign entitities) in
strategic sectors benefit from subsidized credit from the state-owned
development bank (Banco Nacional de Desenvolvimento Econémico e
Social —BNDES, or National Bank for Economic and Social Develop-
ment). Brazilians across the ideological spectrum appear to accept and
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expect that the government will play a significant role as an investor,
provider of social goods, and driver of growth.

Along with job creation from strong economic growth, large-scale
social programs account for significant reductions in the levels of pov-
erty, inequality, unemployment, and malnutrition—problems that
dogged Brazil for decades and require continued attention. In particu-
lar, the federally instituted social welfare programs Fome Zero (Zero
Hunger) and Bolsa Familia (Family Allowance) and an increase in the
minimum wage are largely credited for the significant social progress
that Brazil has achieved over the past decade.’ Between 2003 and 2009,
Brazil’s lower middle class, which now accounts for more than half of
its total population, grew by almost thirty million people. This growing
consumer class helps fuel a relatively diversified, albeit still commodi-
ties-dependent, economy.*

Brazil’s immense and diverse territory is rich in natural resources.
Exports of raw materials drive the Brazilian economy. Brazil is the
world’s largest producer of beef, cane sugar, and coffee and the second-
largest producer of soybeans. Its agricultural strength is enhanced by its
water resources and by technological achievements in adapting crops—
soy, for example—to tropical conditions. In addition, Brazil is home to
the world’s sixth-largest proven uranium reserves, and its iron reserves
rank among the world’s top five.

Massive deposits of oil, discovered in 2006 off the coast of Rio de
Janeiro, should place Brazil among the world’s top ten energy produc-
ers in this decade. Brazil exported approximately fifty-seven thousand
barrels per day of cane-based ethanol in 2009, rivaling—and, by some
estimates, surpassing—the United States as an exporter.” Renewable
resources supply almost 50 percent of Brazil’s relatively clean energy
matrix, with sugarcane-based products alone accounting for 19 percent
of its total supply. Hydroelectricity also plays an important role in pro-
viding roughly 75 percent of Brazil’s electricity. Water is both a source
of renewable energy for Brazil and, given looming global water short-
ages, an important asset (especially as used to support agriculture).
Brazil is home to 18 percent of the world’s available fresh water, much
of it derived from the Amazon River basin. The Amazon rainforest is
itself a valuable resource, recycling carbon dioxide to produce more
than 20 percent of the world’s oxygen.

Despite Brazil’s significant domestic achievements of social inclu-
sion, steady growth, political stability, and use of its natural resources,
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major challenges loom. Indeed, some of the greatest could result from
Brazil’s assets and accomplishments. Brazil must manage to sustain-
ably extract new oil reserves and navigate the political and social
demands of distributing the benefits of its pending oil wealth, a pro-
cess prone to politicization.

Although investments in education, innovation, and research and
development are rising, Brazil does not yet have enough skilled labor-
ers and professionals, even though Lula created more universities and
technical schools than any president before him. A longstanding focus
on higher education has strengthened Brazil’s public universities, but
the quality of public primary and secondary education remains poor. In
addition to government efforts, Brazil’s rich civil society—including an
active media; an extensive web of labor, environmental, human rights,
and religious organizations; and a private sector increasingly aware of
the social and environmental implications of its ventures—acknowl-
edges and works to meet these and other challenges.

Brazil remains the tenth most unequal country in the world, and
more than one in four Brazilians still live below the poverty line. In Bra-
zil’s favelas, armed drug and criminal gangs preside over informal econ-
omies and extract a human and financial toll. The upcoming 2014 World
Cup and the 2016 Olympic Games are expected to attract significant
investment along with millions of visitors. But the events pose massive
infrastructure, security, and public health challenges, and construction
for the gamesis already lagging behind schedule. Underdeveloped infra-
structure remains a significant problem in the vast territories of rural
Brazil, which do not participate fully in the global economy and rarely
feel the reach of the government. Despite intensified efforts to monitor
the region, Brazil’s porous nine-thousand-mile border remains vulner-
able to illicit trade and transnational criminal networks.

Brazil’s relationships with its ten bordering countries are just one
complex aspect of the South American giant’s wide-ranging and ambi-
tious international agenda. Brazil’s economic and domestic achieve-
ments, with respect to public health, hunger, poverty, inequality, clean
energy, and environmental laws, constitute the basis for a robust Bra-
zilian role within the UN, the World Health Organization (WHO), the
Group of Twenty (G20), the World Bank, the International Monetary
Fund (IMF), and international climate change negotiations. Over the
past two decades, policy changes within a number of these organiza-
tions smoothed the way for Brazil’s larger role within them. Brazil’s
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social programs have served as models for other such projects through-
out the world.

This report does not attempt to explain, nor could it possibly do jus-
tice to, all of the aspects of Brazil’s domestic and international profile.
The report instead focuses on four distinct but related issues that the
Task Force believes will, in large measure, determine Brazil’s interna-
tional and bilateral agenda in the near, medium, and long terms: the
Brazilian economy, including its engines and obstacles; Brazil’s energy
and climate change profile; Brazil’s track record, priorities, and ambi-
tions as a global and regional diplomat; and Brazil’s relationship with
the United States.



Brazil’'s Economy: Engines and Obstacles

Brazil’s economic growth fuels its domestic achievements and much
of its international agenda. Brazil’s steadily growing economy pro-
pelled the South American giant into the global consciousness, initially
among investors eyeing an emerging market. For Brazilians, the coun-
try’s successful blend of capitalism and social democracy now justifies
the promotion of these ideals and Brazil’s economic interests abroad.
Accordingly, Brazil hasleveraged its domestic economic bona fides into
international commercial and diplomatic power that it exercises across
most regions of the world.

MACROECONOMICS IN TODAY’S BRAZIL

Sound macro policies, enhanced access to capital inflows, a transition
from an import- to export-led economy, and a long period of favorable
commodity prices and easy financing conditions have contributed to a
profound economic and social transformation in recent years. Brazil’s
GDP per capitais now twice as high as it was ten years ago, and the pov-
erty rate has been reduced by almost half.

President Rousseff entered office on the heels of a 7.5 percent eco-
nomic growth in 2010, with expectations for a 4.5 percent expansion
in 2011. The strong economic performance in 2010 was underpinned
by robust domestic demand fueled by rapid credit growth and expan-
sionary monetary and fiscal policy. The unemployment rate is at its
lowest level in eight years, and real wages have increased sharply. Thus,
although Brazil faces near-term challenges—mostly those associated
with a rapidly growing economy—the long-term prospects for the
country are positive, provided the abundance is managed appropriately.

However, the economic story is not without concerns. At the
time of the writing of this report, inflationary pressures have grown
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noteworthy, and in major segments of the Brazilian economy some
worry that overheating is taking place. Overheating pressures are mani-
festing themselves not only through higher inflation but also through a
widening trade deficit and rapidly growing credit and asset prices.

There are also concerns that Brazil is now more vulnerable to major
swings in global commodity prices; the country is too dependent on
Asian demand for its future growth and thus would be vulnerable to
setbacks in China and its neighbors; credit is growing rapidly, partic-
ularly in real estate markets such as the Rio and Sao Paulo regions,
and asset prices may have worrisome bubble-like characteristics; and
some important expected drivers of Brazilian expansion, such as tap-
ping into pre-salt energy reserves, may take longer than anticipated to
meet projections.

President Rousseff has made it clear that she is cognizant of these
risks, and her appointments to head the Ministry of Finance and the
Central Bank have a strong mandate to both offer critical continuity
with the orthodox programs of the two preceding administrations and
attend to these issues, of which the threat of inflation is increasingly
seen as the most urgent. Indeed, a major source of consensus for mac-
roeconomic policies lies in the shared Brazilian experience of rampant
inflation in recent memory.

CHALLENGES AHEAD

The new government faces a wide range of economic challenges going
forward that will require policy action. In the near term, the Brazilian
government must remain attentive and resolute in its policies to avoid
overheating and deal with the consequences of large capital inflows and
a rapidly appreciating currency—the real has appreciated almost 40
percent against the dollar in the past two years—while trying to shape
policies to protect and enhance the economic and social gains of the
past decade.

Along with other major emerging-market countries, Brazil
expressed concern about the U.S. Federal Reserve’s decision to release
$600 billion in an effort to stimulate the U.S. economy (the so-called
QE2),amove that Brazilians feared would drive more money into coun-
tries with high interest rates as investors sought a higher return on their
money. The negative Brazilian response was due partly to frustration
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with the absence of advance dialogue with the United States on mon-
etary issues, and was also meant to balance simultaneous criticism of
China. Among the tools used in response, Brazil raised its financial
operations tax, known as the IOF, on foreign purchases of local bonds.

Brazil stands out in its region for a relatively high level of public
debt, high public revenues, and low public investment. Between 2005
and 2008, for example, Brazil’s public sector invested, in terms of
GDP, half of what Argentina, Chile, Colombia, Mexico, Peru, and
Uruguay did. Improvements in this area will not be easy and will
require fundamental changes in fiscal strategies. The country’s poor
quality of physical infrastructure, for example, reflects this low level
of public investment. To prepare for the World Cup in 2014 and the
Olympics in 2016, Brazil has, however, begun to undertake a high-
priority program to improve infrastructure. Labor, pension, and
social security reform—issues that need to be tackled by the Rousseft
administration—would greatly improve public savings and provide
more flexibility for other spending priorities.

Doing business and forming small and medium-sized businesses in
Brazil remains a challenge given the complexity of the tax system, high
labor and corporate taxes, and the slow processes of judicial review
for contract enforcement—issues that the Brazilian government itself
acknowledges as obstacles. Brazil’s complex regulatory, tax, and pro-
tectionist regimes hamper foreign investment and slow the conditions
for even more robust and equitable growth. As in the United States,
addressing such structural challenges in Brazil is difficult because
of domestic politics at the federal, state, and municipal levels. Trade
policy will also test the Rousseff administration. Brazil is in the early
stages of developing, among its small and medium-sized businesses,
the facility for and the inclination to view foreign trade as a driver of
growth and development.

Conclusions

The Task Force notes that, in this context, near-term attention to the
threats of inflation and overheating more broadly is warranted. In 2010,
inflation reached 5.8 percent, well above the 4.5 percent target. None-
theless, the Task Force finds that the Rousseff administration—which
has pursued a round of budget cuts, raised interest rates, and taken
steps to regulate consumer credit—has reacted prudently, although
even greater attention to these concerns and a greater willingness to
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acknowledge threats earlier is warranted. This is also an area, given the
importance of Brazil’s economy globally, in which it is in the interests
of the United States and other G20 powers to work closely with Brazil
to avoid problems that may produce significant contagion regionally
and worldwide.

BRAZIL’S TRADE AND INVESTMENT
RELATIONSHIP WITH CHINA:
RISKS AND REWARDS

Brazil’s economic relations with China are at once mutually beneficial,
competitive, and a real challenge to the long-term diversification of the
Brazilian economy. Trade and investment were the focus of Rousseff’s
visit to Chinain April 2011, the first major foreign trip of her presidency.
Brazil has gained considerably from its trade and investment relations
with China over the past decade. Commodity prices reached record-
high levels driven mainly by the impressive growth of the Chinese
economy and its demand for natural resources. In the first two quarters
of 2010, China became the primary buyer of Brazilian exports, ahead
of the United States, and the number-two source of Brazilian imports,
behind the United States.

This increase in trade flows, however, has triggered an imbalanced
relationship, generating increasing concern among Brazilian policy-
makers and the private sector about deindustrialization. As of the first
quarter of 2010, approximately 79 percent of Brazilian exports to China
consisted of basic goods and raw materials (soy, iron ore, and oil), but
more than go percent of imports from China were capital or manufac-
tured goods. In 2009, the industrial sector share of Brazil’s GDP fell to
15.5 percent, the lowest figure since 1947. Many in Brazil are concerned
that loose monetary conditions in the United States and large foreign
exchange interventions in China have caused the real to soar against
the dollar and the yuan, and cheap Chinese imports have damaged the
country’s manufacturing base.

As part of China’s broader strategy to secure natural resources in the
developing world, China became Brazil’s leading investor in 2010, with
estimates of $12 billion to $20 billion invested primarily in the steel,
oil, mining, transportation, and energy sectors. The upcoming World
Cup and the Olympic Games, as well as the need to explore newfound
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reserves of oil offshore, are drawing more Chinese investments to
Brazil, particularly for infrastructure projects. In Brazil, concern is
increasing over whether China will abide by market rules, in particular
with respect to real estate and intellectual property rights.

Brazil’s investments in China are much more modest, but relevant
nonetheless as Brazilian companies move to China to target Chinese
consumers and to use the country as an export platform to other
regions, including to Brazil itself. Still, some Brazilian national cham-
pions—themselves supported by low-cost, government financing—
cannot compete with even more heavily subsidized Chinese companies.
For example, the Brazilian aircraft manufacturer Embraer, which hasa
factory in China, competes with a Chinese regional maker whose plane
resembles the Brazilian model.

The Rousseft administration has identified its relationship with
China as one of its major strategic challenges. As Brazil-China asym-
metries persist, trade deals with other major economies—notably the
European Union (talks are already under way) and the United States—
will become more attractive to Brazil. In her first several months in
office, Rousseff has moderated Lula’s criticism of U.S. monetary policy,
and the Task Force expects Rousseft to seek closer ties to the United
States to balance China. U.S. treasury secretary Timothy F. Geithner,
who visited Sao Paulo and Brasilia in advance of the February 2011 G20
meeting of finance ministers, emphasized the impact of Chinese mon-
etary policy on both economies during his discussions in Brazil.

Conclusions and Recommendations
China and Brazil are helping fuel each other’s growth, meet each oth-
er’sneeds, and thus strengthen each other’s international position. The
Brazil-China partnership is likely to be one that grows significantly
stronger in the years ahead and, as is often the case, the Task Force
expects deepening and extensive economic ties to create an incentive
for greater political and diplomatic coordination. The Task Force rec-
ognizes that the growing importance of this relationship with China
enhances Brazil’s ability and inclination to act independently of the
views of the United States and other neighbors in this hemisphere.
Both Brazil and the United States have an interest in mitigating
volatility in emerging economies. The Task Force acknowledges Bra-
zil’s forcefully stated concern that the United States’ second quantita-
tive easing and China’s artificial undervaluing of the yuan attracts hot
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money to Brazil, drives up the value of Brazil’s real, and adds overheat-
ing pressures in the form of higher inflation, a widening trade deficit,
and rapidly growing credit and asset prices. With the slowness of the
U.S. recovery, U.S. interests are, for the moment at least, divergent to
some degree, and Brazil and the United States are not likely to be able
to consistently coordinate monetary policy closely, because both coun-
tries are sensitive first and foremost to their domestic circumstances
and constituencies. Nonetheless, the Task Force finds that Brazil’s
escalating criticism of Chinese monetary policy illustrates an align-
ment between Brazilian and U.S. concerns and thus provides an oppor-
tunity for greater cooperation and coordination between Brazil and the
United States going forward.

The Task Force encourages both governments to maintain and
expand channels of communication on monetary policy, especially with
respect to China, in an effort to reinforce the message that a floating
Chinese currency would be beneficial to the global economy. Brazil and
the United States each approach China carefully, balancing relation-
ships that are both complementary and competitive. The Task Force
suggests that Brazil and the United States agree to common language to
describe challenges of China’s undervalued currency, in order to under-
score their shared concern.

DOMESTIC ASSETS

For generations, abundant and varied economic resources have prom-
ised to bring prosperity to Brazil. In the 1970s, Brazil looked poised to
break into the ranks of the world’s wealthiest nations. But by 1982, the
so-called Brazilian economic miracle had withered with the onset of the
Latin American debt crisis. Now, however, Brazil’s expertise in tropi-
cal agriculture and its growing mineral resource production have coin-
cided with rising global commodities prices and demand.

Brazil is again well positioned to make productive use of its natural
endowments. Income from and jobs generated by natural resources will
likely continue to expand the middle class and sustain domestic growth,
helping boost Brazil’s economy from the world’s eighth-largest to the
fifth-largest as early as 2016. Over the next decade, Brazil’s domestic
development will rest on four pillars of growth: agriculture, mining and
metallurgy, a growing middle class, and energy production.®
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AGRICULTURE

Brazil uses its agricultural might and knowhow to ensure food security
both at home and overseas. Brazil is the fourth-largest exporter of food
globally; a world leader in staples like soy, sugarcane, coffee, and beef;
and amajor producer of a wide range of items including tobacco, cotton,
orange juice, and cashews. As a country just shy of 200 million people,
Brazil produces enough food to meet the minimum caloric require-
ments of about 250 million. Though 10 million Brazilian citizens still
lack food security, this figure is a 75 percent reduction from a decade
earlier and is due in large part to the success of the Fome Zero program
and strong economic growth. Much of the credit also goes to Brazilian
advances in agricultural technology.

Brazilian agricultural innovations have made agriculture more
efficient and have expanded farming to parts of the country where
crops could not grow roughly a decade ago, converting Brazil into an
agriculture powerhouse with industrial-scale farming. The Brazilian
Agricultural Research Corporation (Empresa Brasileira de Pesquisa
Agropecuaria, known as Embrapa) has worked since its inception in
1973 to develop new farmland and has modified varieties of seeds to
grow in those environments.” Agriculture now makes up a quarter of
Brazilian GDP and accounts for 40 percent of export revenue. Accord-
ing to some estimates, pastureland covers nearly 25 percent of the coun-
try and 150 million acres of arable land remain uncultivated.

Within the framework of the BRICS countries, Brazil has become
integral to the international effort to mitigate problems of food produc-
tion and hunger, which has included a commitment to develop a joint
strategy to ensure access to food for vulnerable populations. Coopera-
tion is strongest in Africa. Embrapa Africa, in conjunction with the Bra-
zilian Agency for Cooperation (ABC), has personnel stationedin Ghana,
Mozambique, Senegal, and Mali to coordinate food security programs,
which generates goodwill for Brazil and an opportunity for cooperation
with the United States. Initiatives under way from Latin America to the
Middle East to Oceania point to Brazil’s global ambitions.

Conclusions and Recommendations

The Task Force finds that Brazil’s technological innovation in agricul-
ture has allowed the country to capitalize on its natural resources and
global economic conditions in order to carve out a place for itself on
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the world stage. Moreover, with more than one billion people under-
nourished worldwide, Brazil’s growing contribution to global food
stores makes it a fundamental part of any international approach to
food security.

Brazil and the United States are among the largest agricultural
producers and exporters in the world. Agricultural technologies
developed by U.S. companies are already being used to improve
land productivity in Brazil, and barriers to further expansion (to the
extent that any remain) are the subject of bilateral government dis-
cussions. The Task Force encourages the U.S. Department of Agri-
culture (USDA) to enhance capacity for cooperation on innovation
and deployment of new technologies and development of standards.
The USDA should provide funds for U.S. scientists to work with their
counterparts in the Brazilian Embrapa. In addition, the Task Force
recommends that the USDA consult with Embrapa in the develop-
ment of genetically modified organisms (GMOs) to ensure that U.S.
products meet Brazilian standards.

MINING AND METALLURGY

Mineral extraction provides Brazil with the material to address the
country’s infrastructure deficit and also serves as a major source
of national revenue. The country produces and exports significant
amounts of nickel, copper, bauxite, iron ore, and other elements of
common alloys like steel. Indeed, Brazil is the world’s third-largest pro-
ducer of bauxite (used in the most cost-effective method of producing
aluminum) and the ninth-largest producer of steel. It is increasing its
steel production with investment from Chinese and U.S. companies
and boosting exports through new plants and ports. Like its agricul-
ture, Brazil’s mineral assets are a valuable commodity that makes Brazil
avital trading partner for any member of the international community,
especially those poised for infrastructure-dependent growth.

GROWING MIDDLE CLASS AND DOMESTIC DEMAND

Perhaps the largest component of Brazil’s economic growth at home
is its expanding middle class. Bolsa Familia, Fome Zero, subsidized
loans for housing, and an increase in the minimum wage (which rose 62
percent in real terms under Lula) have lifted an estimated thirty million
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people out of poverty in the past eight years. Though more than ten mil-
lion Brazilians (5.21 percent of the population) live on less than $1.25 per
day and Brazil remains the third most unequal country in Latin Amer-
ica, Brazil’s Gini coefficient has declined from 0.61 to 0.54 since 2001.

The greatest and fastest-paced increase in incomes is occurring
among Brazilians in the clase C, Brazil’s middle or consumer class.® In
2009, 61.1 percent of all Brazilians were members of classes A, B, or C,
up from 37.9 percent in 2003. The aggregate purchasing power of clase
C is responsible for between 31 and 46 percent of the Brazilian econ-
omy. Clase C consumers make up the largest discrete economic group in
Brazil.” In stark contrast to China, Brazil has seen lower incomes grow
at substantially faster rates than higher incomes over the past decade,
accounting for shrinking income inequality.

As the middle classes have grown in size and prosperity, their spend-
ing habits have shifted as well. According to the 2010 Brazilian census,
69 percent of Brazil’s middle class own their own homes; more than
20 percent own a car; 89 percent have mobile phones; 50 percent own
computers (more than 30 percent of whom have broadband connec-
tions); and all have televisions. Brazil’s manufacturing base largely sells
to this internal market (indeed, the Ministry of Development, Industry,
and Foreign Trade encourages Brazilian businesses to export more),
but some Brazilian goods are being priced out by Chinese imports.

Expansion of credit has underpinned rising Brazilian purchasing
power. Though the share of domestic credit in the Brazilian economy
appears low (at about 46 percent of GDP, compared with 8o percent
in Chile) given its level of income, Brazilian borrowers pay a relatively
high interest rate of 20 to 25 percent. As new consumers rapidly take
on debt, monetary policy authorities in Rousseff’s administration
are keenly aware of the risk of excess leverage and are taking steps to
tighten credit.

Conclusions

Brazil has deliberately created an environment in which upward mobil-
ity is within the reach of the vast majority of its population. Brazil’s
domestic market is a crucial driver of the country’s economy and will
attract an increasing number of international partners, in the region
and abroad, who hope to gain greater access to Brazilian consumers. In
light of the contributions of the housing debt crisis to the U.S. financial
crisis, the Task Force finds that ensuring the financial literacy of and
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developing savings vehicles for Brazil’s newest consumers will be criti-
cal to preventing their financial overstretch and possible damage to Bra-
zil’s growth prospects.

DOMESTIC CONSTRAINTS

Brazil’s successes in meeting long-standing challenges such as pov-
erty and inequality are undeniable. At the same time, Brazil’s swelling
middle class, substantial deepwater oil finds, and upcoming major inter-
national sporting events raise expectations and create new challenges
for Brazil. Its major undertakings for the next decade are to absorb and
build on its achievements and reduce remaining social deficits. How
Brazil fares on these counts will significantly influence its economic
growth and ultimately will affect how it projects itself internationally.

Brazil’s ability to compete over the long term on the world stage,
with the likes of China and India, depends on improving infrastruc-
ture, elevating the quality of basic education, increasing the number
of skilled laborers who supply burgeoning Brazilian industries, and
creating socially and environmentally sustainable conditions in which
innovation and small businesses can flourish. If it cannot meet these
challenges, it risks falling behind.

The stakes for Brazil are high: popular expectations of a progressive
and positive trajectory place great pressure on Brazil’s democratically
elected leaders. In light of its experience of hyperinflation, inequality,
poverty, and social exclusion, backsliding could have profound and neg-
ative implications for the health of its democracy and social contract.

INFRASTRUCTURE

Brazil requires massive investment across the spectrum of basic infra-
structure to meet current needs and to maintain its recent rapid pace
of growth. Forty-three percent of Brazilian households—some 25 mil-
lion families—live in inadequate housing without consistent access to
clean water, sewage disposal, and garbage collection. Brazil’s aging
seaports handle 95 percent of Brazil’s exports, yet are ranked 123 out
of 139 countries in the World Economic Forum’s most recent global
competitiveness report. The lack of an integrated national rail system
forces most producers in the interior to send their goods to port via
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trucks, but only 10 percent of the nation’s roads—accounting for
roughly 124,000 miles crossing a country of more than 3 million square
miles—are paved.

Airports are also overwhelmed, with seven of the country’s top
twenty airports experiencing frequent congestion delays; Sao Paulo’s
international airport is ranked third worst in the world for flight delays.
Telecommunications saw significant investment following privatiza-
tion a decade ago, allowing mobile phone use to increase to nearly eight
hundred accounts per thousand people by 2008, leapfrogging fixed land
lines that had just three hundred accounts per thousand.

Rousseft was the architect of the R$642 billion Program to Acceler-
ate Growth (PAC, implemented from 2007 to 2010), and its nearly R$1
trillion successor PAC II (covering 2011 through 2014), which seek to
address these infrastructure shortcomings. Increased electricity gen-
eration capacity accounts for nearly half of the proposed PAC ITbudget,
housing and transportation a further 40 percent and water, sewage, and
urban infrastructure the remaining 10 percent. If fully implemented,
PAC Il would go far toward boosting Brazil’s investment in infrastruc-
ture above its historical 2 percent of GDP toward the 4 to 5 percent
many analysts suggest is required to maintain rapid economic growth.
Brazil’s northeast, which receives significant infrastructure investment
from the government (for example, the Suape port complex outside of
Recife), is the country’s fastest-growing region, expanding at a rate of 2
percentage points higher than the rest of the country.

Full implementation is not ensured, however. The original PAC
suffered from implementation delays, and only 40 percent of the ear-
marked funds were spent by the end of 2009, although election-year
stimulus boosted PAC spending to 74 percent of the proposed total.
Major projects related to the 2014 World Cup and 2016 Olympics, such
as a high-speed rail line between Sao Paulo and Rio de Janeiro, are sig-
nificantly delayed. Project costs and capacity constraints, in the physical
labor available to complete projects and in BNDES’s ability to complete
project financing, will likely increase as critical dates approach.

The politicization of major projects and the lack of suitable financing
outside BNDES (commercial banks are unable to provide funding at
the interest rate, tenor, and volume required) limit the number of con-
current initiatives that can be undertaken and slow the development
of projects once they are approved. Indeed, BNDES’s own February
2011 assessment of near-term infrastructure investment identified only
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R$380 billion worth of projects in electricity generation, telecommuni-
cations, sanitation, and transportation between 2011 and 2014.

Conclusions and Recommendations

As the upcoming host of both the 2014 World Cup and the 2016 Olym-
pics, Brazil has a unique opportunity to leverage these events to push
urban infrastructure to the top of its national agenda in a manner that
supports strong economic growth and promotes sustainable develop-
ment. Rio de Janeiro in particular offers an opportunity to anticipate
critical long-term urban infrastructure needs in a rapidly developing
megacity and leverage compressed investment timelines to establish a
template for building the green economies and smartcities of the future,
including in the United States. However, it will be important that these
investments be carried out without adding to overheating pressures.

U.S. and Brazilian industry, working in partnership with federal and
local government agencies, would be well positioned to deliver inno-
vative solutions to the challenges of city-scale infrastructure invest-
ment. The Task Force welcomes the development of the U.S.-Brazil
Joint Initiative on Urban Sustainability (JIUS), as envisioned by the
Environmental Protection Agency (EPA) and formally initiated during
Obama’s trip to Brazil in March 2011.

The Task Force encourages interagency support for and progress on
JIUS, which works to identify and support sector-specific infrastruc-
ture investment opportunities in transportation, air quality, water and
wastewater, energy, waste, and land redevelopment infrastructure
projects. JIUS will leverage planned event investments and focus on
green growth and sustainability as a means of jointly ensuring a green,
smart, and energy-efficient build-up of major Brazilian infrastructure
in advance of major world events.

EDUCATION

Access to public education for primary and secondary students eluded
Brazil for much of its history. The social welfare program Bolsa Familia
has fostered record primary and secondary school enrollment. But by
age twelve, Brazilian students, girls especially, begin dropping out; the
rate rapidly accelerates at age sixteen, the legal age for formal employ-
ment. The quality of public education remains poor and highly variable
by state, location within a city, and socioeconomic status. According to
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Brazilian national education assessments, between 1995 and 2007, no
significant improvement was observed in the levels of learning by Bra-
zilian students in the grades analyzed.

During the same period, Brazil dedicated significant resources to
education: conditional cash transfers were first linked with school
attendance in 2001, and education spending increased by 66 percent
between 2000 and 2007, according to the OECD. Brazil’s public
expenditure on education as a percentage of GDP (5.2 percent) is com-
parable to U.S. spending (5.5 percent) and greater than Russia, India,
and China. Yet Brazil ranks well below these other emerging economies
in math, science, and reading indicators. Indeed, of the 139 countries
reviewed by the World Economic Forum for competitiveness, the over-
all quality of Brazil’s primary education system was ranked 127. Brazil
fared similarly poorly in a December 2010 OECD cross-country study,
though it did show marginal improvement in quality of math and sci-
ence education. '

Historically, Brazil has spent more heavily on higher education. Still,
the number of vocational and technical schools in Brazil falls well short
of satisfying Brazilian demand for skilled labor.!" Public vocational
and technical schools, which expanded under Lula, make up approxi-
mately 30 percent of all such institutions. Brazilian tertiary institutions
are not training enough students to produce high value-added goods.
Private companies often have to educate their own employees. As of
2007, nearly 8o percent (four of every five) of skilled laborers in Brazil
undertook a firm-based training program. In a country with massive
infrastructure needs, in 2008 only 6 percent of master’s and doctoral
degrees were in engineering and architecture. Likewise, only 13 percent
of university graduates studied in a science-related field in 2010.

Brazilians often acknowledge that perhaps the most important chal-
lenge now before them is to provide universal and quality public edu-
cation in its primary, secondary, and vocational schools. The Brazilian
government has seta target of reaching OECD-educationlevels by 2021.
Brazil’s education ministry and a public-private coalition supporting
the UNESCO project Educagao para Todos (Education for All) have
committed to a spending target of 7 percent of GDP by 2015. Alongside
these efforts, Todos pela Educagao (Everyone for Education), a move-
ment financed by the private sector, works to bring together civil soci-
ety organizations, educators and school systems, and public officials to
ensure quality basic education for all Brazilian youth by 2022.
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Conclusions and Recommendations

The Task Force finds that Brazil’s long-term ability to uphold its
social contract, sustain its economic trajectory, and solidify its stand-
ing as a global power depends on the development of an improved and
integrated education system at the primary and secondary levels. An
improved education system would not only retain students but also pro-
vide quality education with access to opportunities in the workplace and
in tertiary education. Likewise, Brazil’s continued economic growth
depends on the country’s ability to convert its massive consumer class
into a producing one that supports labor demands and generates inno-
vation. This, in turn, requires more efficient investment in all levels of
public education and a focus on science and engineering in tertiary edu-
cation institutions.

As concern about education quality and reform increases in both the
United States and Brazil, the Task Force encourages the U.S. Depart-
ment of Education and leading U.S. practitioners to engage with their
Brazilian counterparts and the Brazilian Ministry of Education to
share lessons learned and best practices, including the U.S. community
college model. The Task Force recommends increased research and
exchange partnerships between U.S. and Brazilian universities and aca-
demic institutions across a range of subject areas, particularly in fields
related to engineering, math and sciences, and international relations.

The Task Force encourages the U.S. Department of State’s Bureau
of Educational and Cultural Affairs to increase the funding available
(through initiatives like the Fulbright program) for American schol-
ars to work and teach in Brazil and for Brazilian counterparts to study
and teach in the United States, which requires increased flexibility and
timeliness in granting of visas. The Task Force also recommends addi-
tional State and Defense Department funding for Portuguese-language
programs.

INNOVATION

Fostering innovation and enterprise is squarely on the domestic and
international agenda of the Brazilian government. Indeed, the Minis-
try of Science and Technology has acknowledged and begun to address
Brazil’s deficit in innovation. The Brazilian government also recog-
nizes the importance of technology transfer from abroad as an engine
of domestic innovation and growth. Trends are positive as, over the past
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five years, the Brazilian government has moved toward the commercial-
ization of innovation, shifting away from the state-based investment
in science and technology that characterized the military era and has
since remained. For example, the Rousseff administration has moved
to privatize Brazil’s civil aviation industry, which has traditionally been
controlled by the military.

Research and development (R&D) are underfunded in Brazil rela-
tive to other countries, and the funding that is in place does not pro-
duce results at the rates seen elsewhere.'? Notably, Brazil and South
Korea had similar levels of GDP per capita thirty years ago. Today,
however, South Korea has grown to be more than three times richer
than Brazil (in purchasing power parity terms). South Korea invests
more than 3 percent of its GDP in innovation; in Brazil the figure is
just over I percent.

Brazil’s historic and current comparative advantage in commodi-
ties has itself distorted the incentive structure for innovation. In 2000,
manufactured goods accounted for nearly 60 percent of Brazil’s
exports, and primary goods totaled just over 20 percent. In 2009, pri-
mary goods overtook manufactured goods—a reversal that starkly
illustrates the growing competitive disadvantage. The sheer volume of
foreign demand, from India and especially China, for raw goods like
soya, iron ore, and beef drives Brazil’s growing emphasis on commodi-
ties exporting.

The quality of science education and know-how in Brazilian aca-
demia is strong, but the gulf between the academy and ideas reaching
the market is large. At universities, leading academics tend to view a
disconnection between the scholarly research they conduct and the
commercial application of their results. Academia is not viewed as an
instrument of economic development as it is in Boston or San Fran-
cisco, for example.

Brazil’s inefficient and complex regulatory environment—along
with poor infrastructure, inadequate education, high and complex
taxes, and rigid labor requirements—make it costly and difficult to com-
mercialize new technology and start new businesses in Brazil. Accord-
ing to the World Bank, it takes 120 days to register a business in Brazil,
compared with twenty-two in Chile and just six in the United States.

A tradition of heavy state involvement in industry from the time of
Brazil’s independence, through industrialization, and up to the present
day has led Brazilians to look to the state for guidance in what and how



28 Global Brazil and U.S.-Brazil Relations

to produce. Brazil’s Financing Agency for Studies and Projects (FINEP,
associated with the Ministry of Science and Technology) has an annual
budget of approximately $2.5 billion to fund scientific and technologi-
cal development, from R&D for large companies to local innovation
systems. Annually, FINEP provides financing for three thousand com-
panies in Brazil (both domestic and foreign), the majority of which are
start-ups. Moreover, some parastatal companies have themselves been
sources of innovation and demonstrate Brazil’s ability to become a
world-class innovator in certain scientific and technical sectors.

Brazil increased its agricultural productivity via Embrapa and built
the world’s second-largest biofuels industry, as a result of Pro-alcool,
the government’s ethanol promotion program. State-controlled Petro-
bras has likewise emerged at the forefront of deep-sea oil drilling
technology. The Fundag¢do Oswaldo Cruz (Fiocruz), a state-funded
public health institution, and its Farmanguinhos and Bio-Manguinhos
programs in particular, are world-class examples of innovation in the
health sector. These successes suggest that state-driven industrial policy
can yield significant results on a large scale, although economists are
divided over the long-term benefits of state-directed industrial policies.
Although Brazil lacks a strong culture of private innovation, individual
entrepreneurship is common—one of every eight adults has created his
or her own business, one of the highest rates in the world, though many
of these businesses are likely outside the formal economy.

Conclusions and Recommendations

The Task Force finds that low levels of innovation in Brazil and a dearth
of mechanisms needed to foster innovation hamper the country’s
potential over the long run."® The legacy of heavy state intervention in
industry will be hard to overcome, and, indeed, many Brazilians prefer
the status quo. Though a drastic shift in the culture of innovation is
unlikely in the near term, the Brazilian government can pursue steps to
encourage small and medium-sized businesses by beginning to simplify
government bureaucracy and by promoting private-sector collabora-
tion with the nation’s universities.

The Task Force urges action within the U.S. Congress to allow tech-
nology transfer to accompany Brazilian purchases of U.S. military
equipment. These transfers would boost bilateral trade, U.S. industry,
and defense cooperation and simultaneously support Brazil’s technol-
ogy and innovation agenda.
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Brazil’s investment in health research is providing tangible ben-
efits and important successes in developing interventions for disease,
including HIV/AIDS and the so-called neglected diseases that dispro-
portionally affect low- and middle-income countries (such as malaria,
tuberculosis, and leprosy). The Task Force encourages the U.S. Depart-
ment of Health and Human Services and the National Institutes of
Health to foster partnerships with their Brazilian counterparts to
help build global health capacity and collaborate in scientific research
projects that could help generate novel diagnostics, therapeutics, and
vaccines.



Brazil’s Energy and
Climate Change Agenda

Brazil’s energy and environmental profiles have established it as a major
international actor on two of the most central and intimately linked
global challenges: energy security and climate change. With as many as
50 billion barrels of oil beneath Brazilian waters, 167 million barrels of
annual ethanol production (and plans to increase output to more than
400 million barrels by 2019), hydroelectric dams that supply as much as
75 percent of Brazilian electricity, and the world’s sixth-largest proven
uranium reserves, Brazil is poised to become a significant exporter of
diverse energy products.

A looming oil boom has generated significant international inter-
est. The Brazilian energy company Petrobras raised $70 billion in 2010
in the world’s largest public share offering. Brazil’s pre-salt finds (oil
held in rocks beneath a salt layer deep oft Brazil’s coast) are destined to
markedly influence Brazil’s economy and politics, and perhaps its envi-
ronment as well.

The Brazilian energy matrix is among the least carbon intensive of
the major economies, and Brazil has made voluntary commitments to
reduce carbon output and deforestation (although the rate of defor-
estation remains significant). The path to a lower-carbon economy
requires significant investment (in incentives to prevent deforestation,
for example) that could increase GDP and employment, though Brazil-
ians remain concerned that sustainability efforts will hamper growth.'*

Monitoring and enforcement of climate and deforestation legisla-
tion remain difficult and imperfect. Still, energy and environmental
issues provide Brazil with its most substantial platform for interna-
tional influence.

30
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ENERGY

Brazil’s energy matrix is among the least carbon intensive of the major
economies because the majority of its electricity is provided by hydro-
power and other renewable fuels; sugar-based ethanol also provides a
large share of transportation fuels." Brazil is also developing its sub-
stantial hydrocarbon and uranium resources.

Brazil’s energy position and low level of carbon intensity will be
challenging to maintain. Continued industrialization and rising stan-
dards of living have created an energy demand that outpaces Brazil’s
existing infrastructure. The resulting pressure on the country’s energy
infrastructure requires continuous development within all segments of
the energy value chain. Perhaps the biggest challenge is for Brazil to do
so while maintaining renewable energy’s share of the energy mix, cur-
rently at 50 percent.

Labor and land-use concerns, including the potential impact on bio-
diversity in the Cerrado and Amazon, challenge continued growth in
ethanol production.'® At the same time, electricity production is diver-
sifying away from hydropower toward greater natural-gas-fired gen-
eration, as most new large-capacity sites are located far from demand
centers or in environmentally sensitive areas such as the Amazon.

Conclusions and Recommendations

The Task Force finds that energy is and will remain a critical component
of Brazil’s economic and political agenda, driven by rising per capita
energy consumption, development of substantial domestic energy
resources, and the need to expand existing energy infrastructure. Bra-
zil’s investment in this industry is a primary example of its domestic and
international agendas reinforcing each other. The United States and
Brazil have common interests in improving energy efhciency, reduc-
ing carbon intensity, promoting the development of biofuels, expand-
ing the use of natural gas, and managing offshore oil exploration and
development.

The Task Force applauds the formation of a bilateral Strategic
Energy Dialogue, announced by Obama and Rousseft, to address a
broad range of energy issues, including the safe and sustainable devel-
opment of Brazil’s deepwater oil and gas resources, as well as coop-
eration on biofuels and other renewals, energy efficiency, and civilian
nuclear energy. The dialogue aims to encourage energy partnerships,
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create jobs in both countries, make energy supplies more secure, and
help address the challenge of climate change.!” The Task Force urges
both countries to ensure that this initiative becomes a self-sustaining
endeavor that brings together government officials, regulators, and the
private sector to engage in conversation, cooperation, and collabora-
tion where appropriate.

PRE-SALT DEPOSITS

The opening of the oil sector to competition in 1997 and partial privati-
zation of Petrobras ushered in an era of rapid growth in oil production
and exploration investment. Privatization of many of the state-owned
power distribution and generation companies during the same period
also boosted investment in distribution networks and new power-
generation capacity. Brazil’s oil production more than doubled after lib-
eralization, reaching 2.6 million barrels per day in 2009 and transform-
ing Brazil from an oil importer to a net exporter. Petrobras remains the
dominant actor in the industry but is joined by more than forty domes-
tic and international companies actively investing in the nearly five
hundred upstream exploration and production blocks that have been
auctioned to date.

The 2006 discovery of the Tupi field in the pre-salt formation opened
one of the world’s most important new oil frontiers. According to
Brazil’s national oil regulator, Agéncia Nacional do Petréleo, pre-salt
reserves could hold as many as fifty billion to eighty billion barrels
of recoverable hydrocarbons—potentially six times Brazil’s current
proven reserves of just under thirteen billion barrels.'® If proven, these
estimates would place Brazil among the world’s ten largest oil reserve
holders, or in the range between those of Russia and Venezuela. The
pre-salt reserves have the potential to make Brazil a major global oil
exporter.' Pre-salt oil may begin flowing in large volumes over the next
five to seven years. According to optimistic predictions, Brazil may pro-
duce up to four million barrels of oil per day by 2010, one million barrels
as net exports.”’

Brazil is one of just a few countries in the Western Hemisphere—
Canada being another—that will significantly increase oil production
over the next decade. Despite the difficulties of doing business in Brazil,
the Brazilian oil sector is one of only a handful of attractive resource
bases in the world that welcomes foreign investment. Indeed, in late



Brazil’s Energy and Climate Change Agenda 33

2010, Petrobras raised $70 billion in the world’s largest share offering.
However, the capitalization raised some concerns of politicization as
the government assumed even greater control of Petrobras and minor-
ity shareholder value diminished.

The pre-salt deposits hold great promise, but many daunting chal-
lenges remain. The reservoir’s geophysical characteristics and its
position below miles of salt and water make it technically difficult to
develop. Its location more than three hundred kilometers offshore—a
distance too great to supply via helicopter without an interim staging
platform—and its relatively high share of carbon dioxide and associated
natural gas greatly increase the logistical complexity of producing the
oil. Brazil’s revised oil law designates Petrobras as the operator in any
development and imposes strict local content requirements. This will
put an unprecedented strain on the ability of both Petrobras and the
country in general to supply the required capital, raw materials, equip-
ment, and management and manpower capabilities.

Concern about the risks of too many simultaneous projects and
deteriorating investment climates has led Petrobras to scale back its
activities in South America, focusing on domestic investments and
new projects in West Africa, the U.S. Gulf, and Australia, where
Petrobras’s deepwater capabilities provide synergies and a competi-
tive advantage.

Finally, Brazil’s politicians continue to debate how best to divide and
spend the government revenues that are anticipated to come from pre-
salt development. Notably, 50 percent of pre-salt oil revenues will sup-
port state-run socioeconomic programs. In the past, the states that held
the physical resource received the lion’s share of oil revenues. The new
pre-salt regime proposes more even sharing among all Brazilian states,
benefiting the interior and poorer states in the northeast at the expense
of Rio de Janeiro and Sao Paulo. The final details remain to be worked
out within the enabling legislation and regulations that will build on the
basic legal framework enacted in 2010.

Conclusions and Recommendations

As Brazil develops its pre-salt oil and thereby diversifies global energy
suppliers, the Task Force considers greater oil exports from Brazil to
be in the United States’ strategic interest. As the United States seeks
to diversify its energy supply, increased imports from Brazil could help
reduce its dependency on exports from less stable countries. Though
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the United States will not have a significant influence on the trajectory
of pre-salt development, the Ex-Im Bank, the Overseas Private Invest-
ment Corporation, and the U.S. Trade and Development Agency can
provide financing to U.S. companies to facilitate their participation.

The Task Force recognizes that Brazil’s pre-salt oil will have a dra-
matic effect on Brazil as the country reinvents itself as an energy power
and develops a regulatory and distribution framework that corresponds
to Brazilian priorities.

Given the 2010 deepwater oil accident and spill in the U.S. Gulf
of Mexico, the Task Force is mindful of the risks of deep-sea drilling.
Developing this resource poses significant technical, logistical, environ-
mental, and political challenges, and the timing and pace of production
growthisuncertain. The Task Force encourages the U.S. government to
convey the lessons learned from the BP Macondo well disaster and wel-
comes the government-sponsored workshop series that was formed in
early 2011 by the United States and Brazil to share best practices on safe
development of offshore resources. The United States can build on this
existing bilateral mechanism to launch a multilateral effort that includes
relevant private sector and government participants from other deep-
water producers such as Norway, Australia, Nigeria, Angola, and other
emerging producers in Africa.

NATURAL GAS

Natural gas consumption, which accounts for just g percent of Brazil’s
energy use, compared with 24 percent in the United States, isincreasing
rapidly, driven by expanding gas-fired power generation and growing
industrial demand. Two floating liquefied natural gas terminals allow
Brazil to import gas from beyond its neighbors (supplies from South
America, though sufficient, tend to be less reliable). The Task Force
notes that Petrobras’s dominance in the gas sector has prevented the
development of a competitive domestic gas market and may hamper
efforts to diversify sources of electricity generation.

Brazil imports roughly 25 percent of the gas it consumes from
Bolivia—a relationship once strained by Bolivia’s 2006 nationalization
of its oil and natural gas sector (including assets held by Petrobras, now
profitable again). Rousseff, who is deepening attention to and relations
with other Mercosul (Southern Common Market) countries (Argen-
tina, Paraguay, and Uruguay), may enhance engagement with Argentina
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and Bolivia to pursue more consistent supply from the neighborhood.
This is an example of how Rousseff’s prioritization of South American
integration, albeit bound to encounter obstacles, serves her diplomatic
and domestic growth agenda. Future gas production from the pre-salt
formation will greatly reduce Brazil’s reliance on Bolivia and may allow
Brazil to export gas as liquefied natural gas. In the near term, however,
and until pre-salt gas production comes online, Brazil will increase its
imports of natural gas.

ELECTRICITY

Brazilian demand for electricity, driven by increasing electrification,
industrialization, and a growing middle class able to afford household
electronics, is expected to grow by 50 percent over the next decade. This
rapid demand growth maintains constant pressure on the system to add
new generation capacity.

Hydropower currently accounts for 75 percent of current installed
capacity and as much as 85 percent of generation.”! Though a number
oflarge hydro projects are planned or under construction, hydro’s share
of power generation is declining. Brazil has already developed roughly
half of its economically viable hydropower potential, causing most
new sites to be increasingly distant from the large demand centers in
the southeast. In addition, many of the most technically attractive sites
are located in environmentally sensitive areas, such as the Amazon,
which draws opposition from indigenous and environmental groups,
complicates the environmental licensing process, and often delays
construction.

Because of these difhculties, Brazil will likely pursue more small-
and medium-scale projects—those generating fifty megawatts or less,
which Brazilians call micro-hydro—and is expected to rely increasingly
on natural gas for its incremental electricity needs.

Brazil’s reliance on hydropower may also make it vulnerable to
climatic shifts in rainfall.”?? Rainfall extremes—both droughts and
floods—are expected to become more exaggerated throughout Brazil,
making water storage and flow management capability more valu-
able. Paradoxically, such measures in response to climate charge are at
odds with the trend toward smaller reservoirs, which are themselves
intended to limit the environmental footprint of new hydropower
developments.
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Greater fuel diversification, particularly greater use of nuclear power
or natural-gas-fired generation, has been promoted to reduce Brazil’s
exposure to drought-induced reductions in hydro availability, which
was a primary cause of Brazil’s deep power shortage and rationing
between 2001 and 2002. Renewable energy technologies, particularly
wind and biomass, are supported through specific subsidies as well as
special auctions for contracts with power distributors. Brazil is revital-
izing its nuclear industry, with the ultimate goal of sourcing all enriched
uranium domestically.

In addition to supplying electricity for domestic consumption,
Brazil intends to explore, exploit, and enrich uranium for export (a
right provided for in the Nuclear Nonproliferation Treaty, of which
Brazil is a signatory). The government has resumed construction of a
third nuclear power plant, is planning four additional plants over the
next twenty years, and is expanding its uranium enrichment facili-
ties. Recently, however, Brazil’s turn to nuclear power has come under
increasing domestic scrutiny after the devastating effects of the March
2011 earthquake and tsunami on Japan’s nuclear reactors.

Conclusions

The Task Force finds that, although Brazil currently has one of the
highest shares of renewable energy in power generation in the world,
this share will be steadily eroded by continued demand growth, envi-
ronmental challenges to large hydro projects, and the desire for greater
fuel diversity. Areas of mutual interest with the United States include
hydropower development and repowering, expanding and strengthen-
ing long-distance transmission capacity, the development and deploy-
ment of smart grid technologies and processes, and managing greater
natural gas use (albeit through different technologies) in an environ-
mentally sensitive way.

ETHANOL

Sugar ethanol has played an important role in Brazil’s energy sector
since the energy crisis of the 1970s. Brazil is a major global ethanol pro-
ducer, consumer, and exporter, and plans to double biofuels produc-
tion over the next decade. Increased production will primarily satisfy
domestic demand, though exports are expected to triple to 180,000
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barrels per day by 2020. Total ethanol production is now in excess of
430,000 barrels per day, roughly 8o percent of which serves the domes-
tic market. The development of flex-fuel vehicles, which are able to
run on any mixture of ethanol and gasoline, in the early 2000s greatly
increased ethanol’s popularity with consumers.**

Brazil’s ethanol industry is consolidating as small producers are
absorbed and major energy actors such as Petrobras and Shell enter
the industry. Logistical constraints, particularly in transporting etha-
nol from local producers to major markets, have slowed the pace of
development in recent years. Several pipeline projects are now under
development to relieve the bottlenecks. In addition, concerns about
labor conditions and the potential for expanded sugarcane cultivation
to push other agricultural activity into the Amazon region have raised
sustainability questions.

To meet future biofuel mandates, the United States will likely have to
increase its biofuel imports from Brazil. With the U.S. ethanol industry
now showing support for phasing out ethanol tariftsin exchange for long-
term production credits and infrastructure incentives, American policy-
makers could use this as an opening within the U.S.-Brazil relationship.
American budget hawks see the elimination of the tariffs (at fifty-four
cents per gallon on imported ethanol) as a quick win, and industry sup-
porters are increasingly open to greater imports as it becomes clear that
meeting future biofuel targets without them will be impossible.

Conclusions and Recommendations

Brazil and the United States are the dominant countries in ethanol
production and consumption; their combined 89 percent share of the
global ethanol market offers significant opportunities for cooperation.
Many bilateral programs have focused on jointly developing related
technology and establishing standards and international structures to
promote a global ethanol market.

Even as Brazil and the United States work to develop biofuels pro-
duction capacity in third countries, protectionist U.S. policy toward
imported sugar ethanol remains a barrier to developing a global free
market for ethanol. The Task Force recommends that the Obama
administration make the case in the U.S. Congress for tariff and subsidy
reductions or eliminations as smart trade, clean energy, and strategic
foreign policies.
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Understanding the contentious U.S. political environment, the
Task Force encourages Congress to include an elimination of the etha-
nol tariff in any reform to the ethanol and biofuel tax credit regime.
The Task Force recommends that the United States use the proposed
tarift elimination to negotiate reductions in barriers for U.S. goods to
Brazil. This mutual reduction of tariffs in the name of climate change
mitigation could then be promoted as a model for similar agreements
between other countries and serve to allay fears that climate-related
criteria could be used to increase trade barriers in developing coun-
tries. In the interim, the United States can take steps to facilitate a
larger integrated ethanol market by cooperating with Brazilians to
align biofuels standards.

CLIMATE CHANGE

Brazil’s economic success has brought both environmental benefits and
challenges. Rising living standards have made environmental protec-
tion more of a priority for both the public and the government. At the
same time, however, economic growth has brought higher consump-
tion of goods and energy, as well as greater changes in land use to sup-
port agricultural expansion.

Brazil’s continued economic rise will increase threats to its environ-
ment even as its economic wherewithal to address those threats grows.
For example, Brazil’'s growing electricity demand drives greater use
of natural-gas-fired power generation and a growing automobile fleet
increases gasoline and diesel demand. Development of the pre-salt oil
resources risks acute environmental damage as well, as a major accident
could damage Brazil’s “blue Amazon.” Deforestation of the Amazon
rainforest, though generally on the decline, remains a major challenge
and the primary source of greenhouse gas (GHG) emissions in Brazil.

Conclusions

The Rousseft administration’s efforts to mitigate GHG emissions and
international efforts to strengthen global commitments to combat
climate change will likely come second to Brazil’s higher priorities of
economic growth and social development. Nevertheless, many areas
of climate change mitigation are of mutual interest to Brazil and the
United States, opening significant opportunities for cooperation.
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BRAZIL’S ENVIRONMENTAL PROFILE

Brazil’s relatively green energy sector is recognized as an innovator
in environmentally friendly economic development. In fact, GHG
emissions from energy use and industrial processes—sectors that are
responsible for the majority of emissions worldwide—account for only
20 percent of Brazil’s total emissions.

As home to 60 percent of the Amazon rainforest—an area equal in
size to the entire European Union—as well as the Cerrado plains and
Pantanal wetlands, Brazil hosts flora and fauna that are among the
world’s most extensive and diverse. Though the Amazon is a major
carbon sink and regulator of the global climate, it is also highly suscepti-
ble to temperature changes. Current climate models disagree about the
impact of rising temperatures on the seasonality and volume of rain-
fallin this complex ecosystem. However, most predict greater extremes
in periodic droughts and floods, and some suggest that even moder-
ate temperature increases could result in a large-scale die-back of the
jungle, with profound consequences for rainfall patterns and carbon
cycles across the continent and globe.

The Amazon’s importance in mitigating climate change and its vul-
nerability to rising temperatures make forestry management a domi-
nant issue in Brazil’s domestic climate change policymaking and its
position in international negotiations. Indeed, deforestation in the
Amazon alone accounted for 45 percent of the country’s total GHG
emissions in 2005. Agricultural expansion drives much of the land-
use changes, and agriculture and livestock land use, from subsistence
farmers to international agribusiness, together form the second-largest
source of GHG emissions in Brazil.

BRAZIL’S CLIMATE CHANGE MITIGATION EFFORTS

Climate change has become increasingly important to the Brazilian
people, driven by rising per capita income and growing awareness of
the issue. Recent polls indicate that roughly 50 percent of Brazilians
consider the environment to be their greatest concern, and 9o percent
judge global climate change to be a serious problem—nearly double the
number of Americans who hold a similar view. The Brazilian govern-
ment’s expanding effort to reduce GHG emissions reflects this rising
public awareness.



40 Global Brazil and U.S.-Brazil Relations

Previous government programs that helped create Brazil’s current
low-carbon economy, including the Pro-alcool program that supports
ethanol and large-scale hydropower plants, were foremost economic
development projects, with the resulting environmental benefits of sec-
ondary concern. Similar dual-benefit programs continue, such as dedi-
cated auctions for renewable power generation capacity and energy
efficiency programs like Procel and Reluz (electricity) and Conpet (nat-
ural gas and petroleum).

More directly focused on climate change, the Brazilian government
has implemented policies to limit deforestation under an umbrella
Action Plan for the Prevention and Control of Deforestation in the
Legal Amazon. It has also created extensive land- and space-based
monitoring systems and established large areas protected from eco-
nomic development.?* Brazil has also implemented innovative pro-
grams to reconcile rural poverty and land clearing, such as the Bolsa
Floresta (Forest Grant), which makes conditional cash payments
related to forest preservation and is modeled on the highly successful
Bolsa Familia program.?

In 2010, following the Copenhagen Accord, Brazil submitted to
the UN Framework Convention on Climate Change (UNFCCC) a
voluntary emissions-reduction plan codified in Brazilian law through
the establishment of a National Policy on Climate Change. This plan
proposes to reduce Brazil’s business as usual (BAU) emissions by some
36 to 39 percent, or roughly one billion metric tons of carbon dioxide
(CO,) equivalency, by 2020 in eleven targets areas.*

Reducing deforestation in the Amazon and the Cerrado alone is
expected to account for more than 60 percent of the proposed reduc-
tions.?” Agricultural programs are expected to provide 14 to 16 percent
and energy-related programs a further 17 to 20 percent. If fully imple-
mented, the plan would reduce Brazil’s GHG emissions to roughly 1.7
billion metric tons, or almost 10 percent below the 2005 reported emis-
sions. To put these figures in perspective, these reductions imply that
2020 GHG emissions per unit of GDP would be roughly 47 percent
lower than in 2005, assuming that Brazil’s average economic growth
over the next decade is the same as the most recent historical average.

Conclusions
Despite Brazil’s goals, mitigating climate change often conflicts with
other governmental priorities, such as poverty reduction, economic
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development, and expansion of trade. Reducing Amazon deforestation
competes with large-scale hydropower development and construction
of transcontinental highways to link Brazil’s hinterland with the Pacific
Ocean. Reductions in land-use and agricultural emissions compete
with Brazil’s growing agricultural sector. Even the proposed reduc-
tion plans have limited capacity and can offset each other—expanding
biofuels and hydropower may result in greater land-use emissions. The
Task Force warns that these conflicts can reduce the effectiveness of
GHG reduction programs and put their sustainability at risk.

The Task Force welcomes Brazil’s aggressive position toward reduc-
ing domestic GHG emissions, going materially beyond its obligations
under current climate agreements. Achieving these goals, however, will
be complicated by multiple competing priorities of economic growth,
social development, and trade.

INTERNATIONAL IMPLICATIONS

Brazil’s green credentials—particularly its recent successes in reducing
deforestation in the Amazon, its low-carbon energy sector, and its vol-
untary planto dramatically reduce emissions by 2020 despite the upward
pressure on emissions that comes from rapid economic growth—and
its position as a leading developing economy give it a credible platform
to mediate between developing and developed countries.

Brazil shares strategic interests with many diverse countries, making
it a natural bridge between many negotiating blocs and an active par-
ticipant in global climate negotiations. Indeed, Brazil has long played an
active role in this arena. The 1992 UN Conference on Environment and
Development was held in Rio de Janeiro, and Brazil was the first signa-
tory of the resulting UNFCCC.

Brazil’s stance on deforestation programs has shifted significantly
in recent years, moving from being a major impediment to the inclu-
sion of forestry programs in the global climate debate to proposing
its own detailed plan to manage the Amazon at the Bali conference in
2007. Brazil’s growing confidence and greater willingness to propose
its own agenda has translated into a higher profile in climate change
negotiations. As a member of the BASIC negotiating bloc, which also
includes South Africa, India, and China, Brazil played a more promi-
nent role in the negotiations at Copenhagen (COP-15) and Canctn
(COP-16). This was most notable in Canctn, where Brazil helped
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manage the Bolivian delegation’s concerns to ensure that these did not
derail the wider debate.

As a non—Annex 1 signatory of the Kyoto Protocol, Brazil has been
a major participant in the Clean Development Mechanism (CDM).*
Brazil is host to the third-largest number of CDM projects: 100 reg-
istered projects and 350 more in the accreditation pipeline—together
roughly 7 percent of the global total. These projects are, by definition,
discrete and measureable projects that reduce carbon emissions from
a projected BAU outlook. Brazil’s projects focus almost exclusively on
the energy sector—primarily biomass cogeneration, small hydro, wind,
and fuel switching—although five of the registered projects, totaling 12
percent of expected emissions reductions, center on capturing meth-
ane emissions from landfill waste.”

Nonetheless, like many developing economies, Brazil is wary of
international programs—particularly those related to land use and
the Amazon—that may infringe upon its sovereignty or constrain its
economic growth. Brazil has also criticized project-oriented programs
such as CDM and Reducing Emissions from Deforestation and Forest
Degradation (UN-REDD), arguing that a more wide-ranging approach
is needed to avoid carbon leakage (displacement of carbon-emitting
activities rather than a true reduction of them).

Under the Rousseff administration, Brazil’s commitment to com-
bating climate change is expected to continue, albeit in the context of a
firm focus on economic growth. Rousseft is quite familiar with climate
change issues, having formerly been the minister of mines and energy
and the leader of Brazil’s delegation to COP-15. Her inauguration
speech directly addressed Brazil’s obligation to prove that economic
growth can be environmentally sustainable.

Conclusions and Recommendations
The Task Force recognizes that, like all of Rousseff’s initiatives, climate
change goals will be linked to domestic growth priorities. Internation-
ally, Brazil will likely continue to position itself as an intermediary
between developed and developing nations—acting as an example to
developing countries of how sustainable development can be achieved
and maintaining the need for differentiated responsibilities and greater
reduction efforts from developed countries.

Agreementon the path ofthe UNFCCC processisunlikelyin the near
term because Brazil wants a legally binding agreement and the United
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States will not pursue one. Still, the Task Force urges both the United
States and Brazil to continue the constructive and pragmatic approach
outlined at the 2010 Cancin summit by beginning to implement the
adaptation, mitigation, transparency, technology, and financing steps
shaped by the summit’s parties. The Task Force also encourages Brazil
and the United States to focus on bilateral climate change mitigation
efforts, which offer ample opportunity for cooperation, especially with
respect to agriculture and land use, forestry, and subnational coopera-
tion between states and regions.

The Task Force recognizes that the importance and complexity of
the Amazon suggest it should be managed comprehensively, coordinat-
ing all relevant parties to help preserve it from climate change, defor-
estation, and fire. As a steward of the largest share of the Amazon and
as the largest economy in the region, Brazil has a natural role in lead-
ing cooperation across cultures, political jurisdictions, research disci-
plines, and industries. The Task Force recommends the United States,
where possible, use its voice in international financial institutions and
other multilateral settings to help mobilize resources that can support
Brazil’s coordination.

There is ample scope for the United States and Brazil to work
together to improve climate modeling and data gathering capabilities,
particularly in the Amazon region. Current climate forecasting models
inadequately model the potential consequences of climate change on
the Amazon rainforest and other Brazilian ecosystems. Brazil has
established a number of international research groups and programs to
improve global understanding of the Amazon, its role in regulating the
global climate, and its vulnerability to climate change.

The Task Force encourages greater U.S. support for and collabo-
ration with Brazil’s programs that monitor deforestation and climate
change, which advance understanding of Brazil’s complex ecosystems
and improve the utility of global climate models in general. These
programs include: the Large-scale Biosphere-Atmosphere Experi-
ment in Amazonia, a program focused on understanding the role of
the Amazon in global environmental change; the National Institute
for Space Research’s (INPE) various real-time space- and land-based
deforestation monitoring systems; regional and global climate models
being jointly developed by Brazil and South Africa; and the Predic-
tion and Research Moored Array in the Tropical Atlantic, which stud-
ies ocean-atmosphere interactions. These bilateral efforts would help
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further Brazil’s space-related science and technology ambitions while
addressing deforestation and climate change and the relationship
between them. The U.S.-Brazil biofuels memorandum of understand-
ing (MOU) is a good example of both countries jointly promoting the
adoption of climate-friendly technologies in third countries, though
execution could be strengthened. The Task Force encourages the devel-
opment of similar efforts to reduce deforestation, such as the Bolsa Flo-
resta conservation program, in third-party countries.



Brazil as a Regional and Global Diplomat

Because Brazil’s presence is now felt globally, long-standing powers—
the United States in particular—are grappling with how to perceive,
predict, and work in concert (where and when appropriate) with Brazil.
As a nonpermanent member of the UNSC from 2010 through 2011,
Brazil has engaged in debates on the world’s most pressing security
issues, including Libya, the Israeli-Palestinian conflict, and nuclear dis-
armament and nonproliferation generally and with respect to Iran.

To increase the influence of nontraditional powers and advance a
South-South agenda, Brazil joined with Russia, India, and China to
create the BRIC forum. The BRICS group—which, as of 2011, includes
South Africa—held its first formal summit in 2009 to respond to the
global financial crisis and has since focused primarily on economic
coordination.*

Brazil has also operated within the IBSA forum, established by
India, Brazil, and South Africa in 2003 to strengthen economic part-
nerships between them and coordinate efforts on world trade nego-
tiations and UNSC expansion. Likewise, Brazil has worked with the
other BASIC countries to organize common positions going into UN
climate change conferences.

Brazilian peacekeepers, under the auspices of the UN, are stationed
across the world, especially in lusophone Africa and in Haiti, where
Brazil has led the UN Stabilization Mission in Haiti (MINUSTAH)
since 2004 and made among the earliest and largest financial contribu-
tions there since the 2010 earthquake. Brazilian multinational corpora-
tions operate and invest across Asia, Africa, Europe, and North and
South America. Brazil also plays a leading role within longstanding
and newly formed regional institutions (such as the Union of South
American Nations and the Community of Latin American and Carib-
bean States), most of which eschew U.S. membership in order to foster
a South American or Latin American identity.

45
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Brazil has historically benefitted from working within existing
global governance institutions and regimes. Therefore Brazil seeks not
to upend these institutions but to adapt and employ them as platforms
to advance Brazilian interests. Brazil encourages reform that would
restructure these organizations to more accurately reflect and advance
an emerging multipolar order. In this vein, Brazil has long argued for
better representation for emerging and developing nations in the UN,
World Bank, IMF, and WTO.

THE UNITED NATIONS

Brazil has a long history of frustrated attempts to gain a seat at the
global high table at the United Nations.*' Movement toward Security
Council reform was reenergized in 2010 with the start of new text-
based intergovernmental negotiations, but the overhaul remains a dis-
tant prospect.

Beginning in the early 1990s, Germany, Japan, and India joined Brazil
to form the Group of Four (G4) in a concerted effort to join the UNSC
as permanent members. The G4 advocates for six additional permanent
seats—two each from Asia and Africa and one each from Latin America
and Europe—and four nonpermanent ones. In an effort to compromise,
the G4 would accept new permanent seats without a veto.

Arguing that the UNSC represents an outdated postwar interna-
tional order, both Brazil and Germany have reasoned that their mem-
bership inan expanded UNSC would increase the body’s legitimacy and
thus its effectiveness. Brazil bases its case for a seat also on being South
America’s largest country in terms of territory, population, and econ-
omy. Notably, although Mexico, Venezuela, Argentina, and Colombia
have, at various times, contested Brazil’s readiness to represent the
region, neither the current permanent members nor the members of
the G4 contend that UNSC membership is grounded exclusively in geo-
graphic representation.

Brazil and its allies within the IBSA forum also stress the need to
expand the permanent and nonpermanent membership of the UNSC.
Brazil counts on backing from other partners as well. In 2010, the Com-
munity of Portuguese Language Countries—which includes Portugal,
Brazil, Angola, Cape Verde, Guinea-Bissau, Mozambique, Sao Tomé
and Principe, and East Timor—afhrmed their support for Brazil’s bid
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for a UNSC permanent seat. Major powers such as the United King-
dom, France, and Russia likewise support Brazil’s inclusion.

Brazil’s participation in UN peacekeeping missions has also bol-
stered its case for permanent UNSC membership. Brazilians have par-
ticipated in over twenty UN peacekeeping operations since 1985. Under
UN auspices, Brazil has sent troops or observers to lusophone Africa
in particular, including Angola and Mozambique, and is now working
with the UN Office on Drugs and Crime to build a police training acad-
emy in Guinea-Bissau. As a nonpermanent UNSC member during the
1990s, Brazil did not vote in favor of peacekeeping missions in Haiti.
Over the next several years, however, Brazil’s foreign policy establish-
ment increasingly warmed to working with and within multilateral
institutions. In 2004, Brazil volunteered to lead MINUSTAH. Brazil
responded to the January 2010 Haitian earthquake with increased
financial and personnel support in Haiti, reathrming its commitment to
Haiti’s development and to UN peacekeeping.

Generally, though, the Task Force finds that Brazilian contribu-
tions to the UN could be expanded: Brazil ranks fourteenth among UN
troop contributors, behind its much smaller neighbor Uruguay and
trailing India and Nigeria, among others; it also provides less than 1
percent of the UN’s regular budget—and only 0.2 percent of the peace-
keeping budget.

Brazil’s divergence from the P35 to negotiate a nuclear swap deal
with Iran and Turkey in 2010, followed by Brazil’s vote against the P5-
supported round of sanctions, directly contradicts the U.S. strategic
objective of containing Iran’s nuclear ambitions. Brazil is nevertheless
fully implementing the sanctions and it appears that the United States
has left the door open for Brazil’s eventual permanent UNSC mem-
bership. In a joint press conference with the Brazilian foreign minis-
ter in February 2011 ahead of Obama’s trip, Secretary of State Hillary
Rodham Clinton remarked, “We very much admire Brazil’s growing
global leadership and its aspiration to be a permanent member of the
United Nations Security Council. We look forward to a constructive
dialogue with Brazil on this issue during President Obama’s trip and
going forward. We believe that there are many, many areas of leadership
multilaterally that Brazil will be demonstrating, and we want to support
those efforts.”

While in Brasilia, Obama stopped short of endorsing Brazil, but
rather affirmed the general disposition to “make sure that the new
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realities of the twenty-first century are reflected in international institu-
tions ... including the United Nations, where Brazil aspires to a seat on
the Security Council.”*? Obama’s 2010 endorsement of India as a per-
manent member of the Security Council bodes well for Brazil gener-
ally, in the sense that U.S. support for UNSC reform is marked. Unlike
India, Brazil renounced its military nuclear program decades ago and
signed on to the Nuclear Nonproliferation Treaty. Endorsing Brazil
would send a strong signal that those who abide by the rules of multilat-
eral treaties and institutions are to be rewarded.

Conclusions and Recommendations

The Task Force welcomes President Obama and Secretary Clinton’s
encouragement of and openness to discuss Brazil’s pursuit of a perma-
nent seat on the UN Security Council. But the Task Force recommends
that the Obama administration now fully endorse Brazil’s permanent
UNSC membership. The Task Force believes that Brazil’s prospec-
tive permanent membership on the UNSC would compel it toward
increased responsibility and accountability on a host of global issues.
The Task Force encourages the administration to address important
regional, diplomatic, multilateral, and global governance dimensions
of such a step as it engages Brazil in an intense dialogue on this matter.

The 2010 U.S. National Security Strategy acknowledged that the
“international architecture of the 20th century is buckling” and Obama
already has backed UNSC reform and expansion, arguing in India that
a “just and sustainable international order” includes “a United Nations
that is efhicient, effective, credible, and legitimate.” The Task Force
agrees that an expanded UNSC is in the interest of the United States.
In this light, an endorsement of Brazil as a permanent member of the
UNSC comes not at the expense of Germany, Japan, or India (Brazil’s
fellow G4 members), but rather smoothes the path for their accession
as well.

A formal endorsement from the United States for Brazil would go far
to overcome lingering suspicion within the Brazilian government that
the U.S. commitment to a mature relationship between equals is largely
rhetorical. With reform years away, there is little to lose and much to
gain from official U.S. support for a permanent Brazilian seat now.

With Brazil as a permanent UNSC member, Brazil and the United
States would necessarily work together on all major international
security, development, and humanitarian challenges going forward,
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potentially creating the conditions for closer U.S.-Brazil relations and
cooperation across an even wider range of issues, including within the
region. For the United States, building a Brazil strategy is not azero-sum
game with respect to U.S. ties in Latin America. Indeed, the Task Force
encourages the United States to develop a robust bilateral, regional, and
global affairs dialogue with the other countries of Latin America.

Discussion of this importantissue should include an extensive review
of possible repercussions, including the impact on U.S. relationships in
the region, such as with Canada and Mexico. Even as the rationale for a
Brazilian seat on a reformed UNSC extends well beyond regional crite-
ria, the Task Force urges Brazil, with responsibility as a pivotal power
in the region and globally, to take account of Latin American views of
global issues.

ABSTENTIONS

In general, Brazil is deferential to self-determination and sovereignty
and will likely maintain its pattern of frequent abstention at the UN.
The Task Force advises U.S. policymakers to understand that Brazil’s
abstention does not necessarily reflect disagreement with the thrust
of a resolution. Rather, Brazilians use the abstention to express frus-
tration with unsystematic treatment of issues, often raising, for exam-
ple, the contradiction of the international community’s censuring of
Iran but not of Saudi Arabia. In Brazilian foreign policy, explanations
accompanying abstentions are a way to express concern while uphold-
ing insistence on universality.

Abstention with explanations may seem to U.S. policymakers like
equivocation. The Task Force encourages U.S. policymakers to regard
Brazil’s different approach at the UN within the framework of their
maturing friendship: mutual interests will not always result in identi-
cal action. Brazilians see their abstention as a way of exercising global
leadership, not as an abdication of responsibility, and they note that an
abstentionisnota “no” vote. At the same time, Brazil does not risk losing
its independence when it votes with the United States from time to time.

HUMAN RIGHTS

The Task Force is encouraged by President Rousseff’s stated commit-
ment to human rights. Rousseft’s personal history has placed a spotlight
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on human rights, and Brazil is lending its voice to advance the many
dimensions of and threats to human rights across the world. Rousseff
signaled Brazil’s coming emphasis on international human rights and
a departure from her predecessor when, during her first media inter-
view after her election, she asserted that she would not have abstained
on a 2010 UN human rights resolution on Iran.** Early in the Rousseff
presidency, Brazil has made overtures on human rights issues in Latin
America, the Middle East, and Iran, and Rousseft maintained the posi-
tion of the special secretary for human rights as a cabinet-level position.

The Task Force also notes that Brazil has made a considerable con-
tribution to the improvement of human rights of its citizens in recent
years. Brazil’s historic transition from a military-led to a democratically
elected government has produced economic growth and an opening of
society, and that has dramatically reduced poverty and childhood mal-
nutrition by nearly 8o percent.

Presidents Obama and Rousseff can be powerful voices calling for
racial, ethnic, and gender equality in their own countries and abroad,
having broken barriers as the first African-American president in the
United States and the first female president in Brazil. Likewise, both
President Rousseff and Secretary Clinton have identified the impor-
tance of girls’ education and the advancement of women as matters of
development and security and can use their bona fides to further elevate
this issue both domestically and abroad.

Conclusions and Recommendations
Brazil would strengthen its human rights credentials and influence
within the UN Human Rights Council were it to apply universality
to itself as assiduously as it demands it from others. For example, the
number of extrajudicial executions by police is extremely high: Rio de
Janeiro and Sao Paulo police forces combined kill more than one thou-
sand people each year. Brazil has not yet passed legislation that would
establish a truth commission to investigate dictatorship-era human
rights abuses. The Task Force welcomes Brazil’s voice and positive
influence in advancing human rights throughout the Americas and
internationally and encourages Brazil and the United States to seek
ways to cooperate generally with respect to human rights.

The Task Force encourages both the United States and Brazil to
make a pledge of support to the United Nations Entity for Gender
Equality and the Empowerment of Women, which was established in
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2010 and has received no Brazilian or U.S. government financial contri-
butions to date.

INTERNATIONAL TRADE

Brazil aims to restructure global trade architecture to advance both
trade liberalization and more equitable access to markets while also pro-
viding a degree of protection to its domestic markets and participants.
Brazil, along with India, spearheaded the creation of the G20 develop-
ing nations in Canctn in 2003 to strengthen their negotiating power
within the WTO. (Brazil’s role in the financial G20 is addressed below.)

As a bridge between the developed and developing worlds, Brazil
alternately compromises on its commitment to liberalization and its
solidarity with developing nations, which, like Brazil itself, are at times
inclined toward industrial and farm protectionism. For example, Brazil
has supported exceptions from tariff limits for “special products” in
developing countries confronted by a surge of imports. On the other
hand, in 2008, Brazil broke from Argentina, China,and India to endorse
a proposal that would lower the ceiling on U.S. agricultural subsidies in
exchange for cuts to industrial tariffs.

The Task Force expects that near-term agreement on the Doha
Development Agenda is unlikely; in the meantime, Brazil—within the
G20 and independently—will likely continue to balance its free trade
interests with its persistent desire to elevate the influence and interests
of developing nations within trade negotiations. This duality of inter-
ests reflects the duality within Brazil as both a developed and develop-
ing country.

Conclusions and Recommendations

The Task Force welcomes the new agreement on trade and economic
cooperation and the establishment of a U.S.-Brazil Commission on
Economicand Trade Relations, announced during the presidential visit
in March 2011.** The commission seeks to promote bilateral economic
and trade cooperation, including advocating for the removal of trade
and investment obstacles, particularly in the regulatory field. Although
achieving resolutions on issues of subsidies and market access will
remain difficult, the Task Force encourages trade discussions within
the yearly framework established. The U.S. trade representative and
Brazilian counterparts should focus first on less controversial issues
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on which interests are aligned, such as trade facilitation and customs
modernization. The Task Force also calls on both countries to step
away from protectionist practices and subsidies and to embrace a more
open trade architecture.

The settlement of the U.S.-Brazil cotton dispute in 2010 (which
avoided WTO-authorized Brazilian retaliation for U.S. subsidies) was
based on the premise that the Obama administration would work with
the U.S. Congress to bring its agricultural subsidy regime into compli-
ance with WTO norms in the next farm bill in 2012. The Task Force
applauds this step and encourages implementation.

GLOBAL FINANCIAL ARCHITECTURE

Formally known as the Group of Twenty Finance Ministers and Cen-
tral Bank Governors, the G20 aims to give greater representation to
emerging economies that did not belong to, and whose interests were
therefore not represented directly by, the G8.>> At the height of the
financial crisis, Brazil sought to solidify its leadership and credibility
in the G20 by making a $10 billion one-off contribution to the IMF.
Given the G20’s inherent emphasis on developing but underrepre-
sented economies, Brazil is a natural leader within the group. Brazil
has worked within the G20 to advance its protracted efforts to increase
voting rights for emerging economies within the IMF and World Bank,
and a number of reforms have increased Brazil’s voting power.*®

Brazil will likely continue its efforts toward restructuring the archi-
tecture of global institutions and regimes so that they better reflect
the emergence of nontraditional powers. Brazil has already proven
successful at increasing official voting shares within global financial
institutions, though not to the extent it desires. With Brazil’s priority—
reform of the IMF and World Bank—at least partially addressed, the
Task Force expects that Brazil will advocate against protectionist mea-
sures and budget cuts in rich countries, continue to argue for stricter
government oversight mechanisms and balancing of financial markets,
and emphasize avoiding what it considers the manipulation—espe-
cially the artificially low valuations—of U.S. and Chinese currencies.

Conclusions and Recommendations
The Task Force recognizes Brazil’s voice in the G20 and Bretton Woods
institutions. The Task Force notes that ceding space to emerging
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powers in the Bretton Woods institutions ultimately strengthens global
institutions. The Task Force welcomes U.S. support for the opening of
membership in important international bodies such as the Financial
Stability Board (FSB) to G20 members, including Brazil, as well as U.S.
support for changes in quotas and shares in the IMF and World Bank,
and the Task Force recognizes Brazil’s constructive role in advocating
these changes.

Moving forward, the Task Force sees a positive agenda for the
United States and Brazil in the G20, the international financial insti-
tutions, the FSB, and other international bodies dealing with financial
and monetary affairs such as financial regulatory reform, global imbal-
ances, currency policy, the availability of credit in both recovering and
developing economies, combating money laundering, and a develop-
ment agenda that builds on Brazil’s strong experience with conditional
cash transfers.

BRAZIL AND ITS REGION

By far the largest country in South America—in terms of land mass,
population, and economy—Brazil borders ten of the continent’s twelve
other countries. One of the last countries in South America to transi-
tion from a monarchy and to abolish slavery, Brazil did not experience
a convulsive anticolonial revolution (against, in its case, the Portuguese
crown). With an atypical history and different identity from its neigh-
bors, Brazil hesitates to characterize itself as Latin American, empha-
sizing instead its status as a South American nation. At the same time,
the region is often reluctant to accept the Portuguese-speaking giant as
one of its own. Growing interdependence between Brazil and its neigh-
bors further complicates the distinctions and asymmetries, which are
reflected in relationships at once characterized by ambivalence, indif-
ference, tension, and deference.

Brazil is escalating investment and trade throughout the region. The
growing Brazilian economy depends on further infrastructure and
energy integration across the continent. Given Brazil’s nine-thousand-
mile border and its own rising drug consumption and export problems,
the country has a mounting interest in working with its neighbors to
address transnational illegal traffic of drugs, people, and counter-
feit goods. Brazilians are increasing their physical presence in South
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America as well: for example, more than thirty thousand Brazilians
reside in Bolivia and control as much as 40 percent of Bolivia’s soybean
production.®” Brazilians are also buying up farmland across the Para-
guayan border; the tens of thousands of Brazilians in Paraguay have
come to be known as Brasiguayos.

Brazil encourages greater cooperation in South America within
organizations like Mercosul and Unasul, under cautious Brazilian lead-
ership designed to be as free of friction as possible. Indeed, Brazilian
officials actively shirk the label of regional leader so as not to antago-
nize its neighbors and to maintain good relations in the region. The rest
of South America depends increasingly on trade with and investment
from Brazil. But Brazil’s smaller neighbors worry about depending too
heavily on Brazil—economically and as a global interlocutor for the
region. Some South Americans are wary that Brazil, a new potential
hegemon with its sights set on global power, may not have the region’s
interests at heart.

Brazil is proud of a long tradition of nonintervention in the internal
affairs of its neighbors. But as Brazil has looked to exercise its power
and influence beyond the region, it is legitimate to ask what role Brazil
strives to play closer to home, beyond the economic sphere. Mindful of
its own history of military rule, Brazil has acted to repudiate military
coups in the region: Paraguay in 1996, Ecuador in 2000, and Hondu-
ras in 2009. However, Brazil has been less vocal on issues of demo-
cratic erosion, preferring quiet diplomacy to public condemnation, or
alleging that questionable conduct is a matter of sovereign authority or
to be addressed multilaterally. President Rousseff, who was arrested
and tortured by the military regime for her underground activities,
has the potential to be a powerful voice for human rights and demo-
cratic values in Latin America, helping ensure that its neighborhood
is populated with stable democracies that will in turn bolster Brazil’s
economic positioning.

Conclusions and Recommendations

The Task Force finds that as Brazil increasingly roots itself in South
America to advance its domestic and global agenda, the United States
would benefit from identifying spaces where the United States and
Brazil can work together to advance mutual goals. The Task Force
believes, therefore, thatitis in the interest of the United States to under-
stand the Brazilian regional project and welcome Brazil’s leadership in
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the hemisphere, especially when it advances shared values of inclusive-
ness, development, democracy, and human rights.

All countries in the Americas are adjusting to Brazil’s rise; U.S.
efforts to do so do not reflect a decrease in the importance of its other
relationships in Latin America but rather a recognition that the United
States has a clear national interest in solidifying a mature, and hereto-
fore inadequately developed, relationship with Brazil.

Brazil engages in the collective defense of democracy by con-
demning and working to preempt traditional military coups. It does
not, however, engage in what U.S. policymakers would recognize as
democracy or human rights promotion. For example, though the cur-
rent Brazilian government does not endorse Venezuelan president
Hugo Chavez’s abuses of executive power and human rights, it makes
no visible efforts to encourage him to cease those activities. Instead,
Brazil has chosen to lead by the example of its own democratic bona
fides and successful social policies. Brazil’s greater diplomatic role in
the Andes and within South American multilateral institutions has
provided a different approach to that of Venezuela. Brazil’s diplomacy
has helped neutralize Chavez’s ideological resonance in the region,
albeit not through the type of public censure that is more familiar to
the United States.

The Task Force encourages the United States to continue to
deepen a dialogue with Brazil over opportunities to use their different
approaches and strengths to encourage strong democratic institutions
and practices throughout the region. Both countries should collaborate
to find collective approaches to strengthen democracy in the region.

BRAZIL’S TRADE RELATIONSHIPS IN THE REGION

Though Brazil has emerged as an engine of regional growth, the
asymmetry of Brazil’s trade relationships along with its protectionist
practices make Brazil the target of resentment as well. The Brazilian
economy remains relatively closed: trade makes up about 25 percent
of Brazilian GDP, which amounts to about 50 percent of Argentina’s
ratio and less than 33 percent of Chile’s ratio. In fact, throughout the
1990s and 2000s, Brazil prioritized the weaker trade bloc of Merco-
sul over the U.S.-backed Free Trade Area of the Americas (FTAA). In
addition to the benefits of the less open Mercosul, Brazil assessed that
reducing its barriers to trade—which had significant domestic political
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implications—would not be met with reciprocal steps by the United
States, particularly in the critical agricultural sector.

However, Brazilians see regional asymmetries as a potential obstacle
to their objective of a peaceful and stable South America. Brazil’s inter-
estinreducing these imbalances may mean that Rousseft will strengthen
Mercosul in order to bolster regional stability, develop infrastructure
that benefits Brazilian and South American industry, ensure more reli-
able access to resources (particularly natural gas), and establish South
America as Brazil’s strategic anchor for its global agenda. A stronger
South American common market and customs union would bolster the
continent’s image as a cohesive and internationally relevant trade bloc
and improve Brazil’s negotiating position with respect to developed
countries and their trade blocs.

Cognizant of Venezuela’s weak adhesion to Mercosul’s democratic
charter, the Lula administration nonetheless supported Venezuela’s
controversial accession into Mercosul on the basis of potential commer-
cial and economic gains. The inclusion of Venezuela may reflect a judg-
ment by Brazil and other full members of Mercosul that integrating it
advances the region’s trade goals and brings Venezuela “inside the tent,”
thereby facilitating conversation and negotiation and diffusing Venezu-
ela’s attentions away from potential conflict in the Andean region.

Brazil has negotiated trade agreements with all but two of its
neighbors (Guyana and Suriname) and continues to deepen trade
relationships in the region. For example, in 2010, bilateral trade with
Argentina—Brazil’s largest trade partner in Latin America—rose to a
record $32.95 billion (up from the previous record of $30.864 billion
in 2008). As a whole, Brazil’s trade with Latin American countries
exceeds flows between Brazil and China and Brazil and the United
States (though no single country in the region outpaces Brazil’s bilat-
eral trade with either).

Colombia under President Juan Manuel Santos has been arguably the
most assertive in its efforts to deepen and balance trade with Brazil *®
Brazil, as a sign of its expanded outreach to the northern part of the con-
tinent, has likewise turned to Colombia as an attractive destination for
Brazilian investment. While Brazil has encouraged bilateral diplomacy
between presidents Santos and Chavez, it has also benefitted economi-
cally from tensions between Colombia and Venezuela: Brazilian exports
to Venezuela have substituted for traditional exporters in Colombia,
making Venezuela even more dependent on Brazilian goods.
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Although Bolivia’s 2006 expropriation of Petrobras’s natural gas
operations strained Bolivia’s relationship with Brazil, Petrobras contin-
ues to administer the extraction activities and is today the single larg-
est taxpayer in Bolivia.* Indeed, Brazilian bilateral and multilateral
diplomacy and counternarcotics assistance in Bolivia are examples of
a strategy of engagement that has helped advance Brazilian economic
and security interests as well as regional stability.

Brazil has a surprisingly small trade relationship with Mexico—
Latin America’s second-largest economy—amounting to about $7
billion in 2010. Mexico and Brazil are now negotiating a free trade
agreement. To be sure, Brazil will compete not just with the United
States but also with China for the Mexican market. Notably, since
2008, Brazilian sales to Mexico have tripled, whereas those from
China have multiplied twenty-fold. Still, Mexico’s turn south reflects
a growing tendency for Latin American countries to look to Brazil to
boost growth.

Brazil has a unique opportunity to show leadership on issues of
trade, not only within Mercosul and with neighboring associate mem-
bers, but broadly in the Western Hemisphere as well.** Brazil’s signifi-
cant economic progress since the failed FTAA discussions puts it in a
position to help lead a revival of hemisphere-wide negotiations and to
do so from a position of strength.

BRAZIL’S INVESTMENT RELATIONSHIPS IN THE REGION

Latin Americans tend to view Brazil’s outward FDI and Brazilian
projects in the region with mixed feelings. Overt nationalism often
goes hand in hand with Brazilian investment. At the same time, Bra-
zil’s investments are important to many Latin American economies.*!
In 2009, BNDES extended a record $8.3 billion in credit for projects
outside Brazil. In 2010, overall BNDES disbursements reached more
than $100 billion, up 23 percent from 2009, exceeding both those of the
Inter-American Development Bank and the World Bank.

Brazilian investment can also bring welcome expertise. Between
2010 and 2014, Petrobras—with its reputation for world-class deepwa-
ter exploration and extraction—has committed $400 million to develop
Colombia’s underwater oil reserves. Odebrecht, a Brazilian construc-
tion company, with financing from BNDES, is investing upward of
$400 million to renovate Cuba’s port of Mariel, which will increase
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Brazil’s commercial and investment presence in the Gulf of Mexico and
the Caribbean Basin.

Latin American nations need and welcome, though at times resent,
Brazil’s active role in their economies.** Trade imbalances and Brazil’s
ability to invest heavily abroad only underscore the asymmetry that
defines Brazilian relations with the neighborhood. Brazil therefore
seeks to tread lightly in the region. Rarely do Brazilian officials refer to
a coordinated strategy of investment in South America, trying to avoid
the reputation of an exploitative hegemon. With significant leadership
from Rousseft during her leadership of the Casa Civil, Lula’s govern-
ment deliberately carried out an unprecedented consolidation and
capitalization of Brazil’s national champions—Braskem, Vale, Bunge,
JBS, and Petrobras, to name a few—to encourage their increased inter-
nationalization and competitiveness in Latin America and throughout
the world.

Conclusions

The Task Force finds that Brazil will deepen its economic relationships
with South America while aiming to minimize conflict and negative
reactions to its growing financial and physical presence. However, as
Brazil’s profile continues to rise, it will likely encounter expectations
for greater market openness, transparency, and public financing for
non-Brazilian entities and will have to address these expectations.

MULTILATERAL ORGANIZATIONS

Brazil’s regional and global ambitions are not mutually exclusive. Mer-
cosul and Unasul fit into a larger Brazilian endeavor to establish South
America—a land mass that has historically lacked a cohesive iden-
tity—as an attractive trade bloc and global strategic actor, with Brazil
asits anchor.

Rhetorically, at least, Brazil has prioritized regional integration, and
it stands at the helm of a number of Latin American multilateral insti-
tutions, notably Mercosul, Unasul, and the still largely unarticulated
Comunidad de Estados Latinoamericanos y Caribenos (Community
of Latin American States, or CELAC). True to form, Brazil tends to
play down its leadership role within these still-evolving organizations.

Mercosul includes Argentina, Paraguay, and Uruguay as full mem-
bers and Bolivia, Chile, Colombia, Ecuador, and Peru as associate
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members; Venezuela’s incorporation as a full member still awaits
approval from the Paraguayan congress. Mercosul’s revitalization was
a stated priority for Lula entering office in 2003; though progress has
been slow, full members reached a consensus on the distribution of cus-
toms revenue and agreed to eliminate the double charge of the common
external tariff in August 2010.

Brazil was instrumental in the 2004 formation of Unasul, which
aims to create a single South American market and to foster economic
and infrastructure cooperation and development. In 2008, Brazil led
the way to form the South American Defense Council as a coopera-
tive security suborganization under Unasul. Unasul serves as an alter-
native to the OAS and seeks to provide regional solutions to regional
problems. At the same time, Unasul, which adopted a democratic char-
ter in 2010 and is generally more focused on political and social issues
than Mercosul, balances the Venezuela-dominated Alianza Bolivariana
para los Pueblos de Nuestra América (the Bolivarian Alliance for the
Peoples of Our America, or ALBA). Unasul has been most effective at
ad hoc mediation, diffusing Ecuador’s police uprising and Colombia-
Venezuela tensions in 2010.

CELAC, founded in 2010, is the descendent of the Rio Group and
the Latin American and Caribbean Summit; still in its early stages of
formation, CELAC would be the first formal association of states to
include every Latin American and Caribbean nation and exclude the
United States and Canada. A meeting of CELAC presidents would help
elucidate the Rousseff administration’s approach to Venezuela, among
other countries.

Conclusions and Recommendations

As Brazil deepens its roots in South America and strengthens multi-
lateral institutions like Mercosul and Unasul, the Task Force welcomes
Brazil’s growing role in South American diplomacy, conflict preven-
tion, peace, and security efforts. The Task Force supports the creation
and consolidation of effective regional institutions and understands
that Brazil’s and the region’s emphasis on multilateralism is an intrin-
sic dimension of their foreign policies, necessary to ensure a stable and
peaceful democratic environment. Though the United States is not, nor
should it be, a formal member of these subregional institutions, the Task
Force encourages the United States to work with Unasul, Mercosul, and
eventually CELAC to establish and define channels for communication.
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BRAZIL’S RISING ROLE IN AFRICA

Brazilis the latest among the BRICS to make a strategic play to advance
its global legitimacy and status through diversified market channels
and diplomatic ties in Africa. Under Lula’s leadership, Brazil conferred
considerable weight to prioritizing Brazil’s Africa relations. Framed
within Brazil’s South-South agenda, Lula made eleven official visits to
the continent, traveling to twenty-five countries—more than any other
Brazilian president or BRIC head of state. In the first part of this cen-
tury, Brazil has doubled the number of its embassies in Africa to thirty-
four, pushing beyond its traditional sphere of influence in the former
Portuguese colonies. Boosting relations within Africa’s fifty-three-
member bloc at the UN has long carried currency in Brazil’s bid for a
permanent seat in an expanded Security Council.

With the world’s largest population of people of African descent,
Brazil is strategically leveraging its deep historical, linguistic, and cul-
tural affiliations to forge economic and political inroads. On several
of his visits to the continent, Lula issued apologies for Brazil’s role in
the African slave trade. Although largely overshadowed by China’s
high-profile push into Africa, there is now a new level of interconnec-
tion between Africa and Brazil, one that the Rousseff administration is
intent on deepening.

Trade between Brazil and Africa has grown to approximately $26 bil-
lionin 2008, up from just $3 billion in 2001, making Brazil Africa’s tenth-
largest trading partner. Whereas China’s economic footprint is more
widespread across the continent, Brazil’s activity is largely concentrated
in the extractive industries, such as oil and mining, and a few major trad-
ing partners: Nigeria, Angola, Algeria, South Africa, and Libya, which
together account for 77 percent of Brazil’s trade with Africa.

Brazilian multinational companies are steadily acquiring presence
in Africa and have been successful in connecting to and involving local
communities, making a concerted effort to build capacity. For instance,
Odebrecht has operated in Angola since 1975; today it is the largest pri-
vate-sector employer in the country, with ventures spanning food and
ethanol production, offices, factories, and supermarkets. Petrobras and
Vale are at the vanguard of Africa’s repositioning as the next frontier for
the development of natural resources and infrastructure.

In line with its efforts to boost worldwide biofuels demand, Brazil is
a pivotal actor in the expansion of biofuels initiatives in Africa. Synergy
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has been notable between the Brazilian private sector and develop-
ment agencies like BNDES and ABC (Brazil’'s USAID equivalent) in
promoting biofuels and technology development in Africa. Brazil has
drawn upon its expertise in renewable energy to assist Africa in filling
its knowledge gap.

African partners also benefit from Brazil’s knowledge sharing and
technical assistance, particularly with respect to tropical agricultural
technology. Brazil has invested more than $4 billion in Africa’s agri-
culture sector over the past five years to develop production capacity.
In a landmark agreement, Embrapa opened a satellite regional office
in Ghana to deepen research collaboration and strengthen its advisory
role throughout the continent.

Through the transfer of technology, skills training, research and
development, and the infusion of capital, Brazil is breaking fresh
ground in constructing a new development paradigm. For example, the
Africa-Brazil Cooperation Programme on Social Protection, launched
in2009, creates a platform for Brazilian experts to work with their Afri-
can counterparts in facilitating exchange on various social development
policies, such as Bolsa Familia and HIV/AIDS prevention and treat-
ment initiatives. Brazil is also active within a number of multilateral
organizations—the Summit of the Community of Portuguese Speak-
ing Countries, the World Social Forum, the WTO, the IBSA Dialogue
Forum, and the Africa-South America Summit—to advocate for sus-
tainable development in Africa.

Conclusions

Africa is likely to remain part of Brazil’s global strategic calculus as
it seeks greater international influence, natural resources, and an
expanded market for its goods—both concrete material products and
the Brazilian narrative itself. The Task Force finds that Brazil’s increas-
ing involvement in Africa offers an instructive model of democratic
governance and economic development.

THE MIDDLE EAST

During his presidency, Lula made a concerted effort to establish Brazil’s
presence in the Middle East and to welcome regional leaders in Brazil
and Latin America generally. Beyond economic justifications ($20
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billion of trade between Brazil and Arab nations in 2008) and cultural
ties (as many as twelve million Brazilians of Middle Eastern descent),
Brazil sees itself as a legitimate actor in the Israeli-Palestinian peace
process, which it judges could benefit from new diplomatic voices.

Brazil, South Africa, and India (an unsurprising trio given their
efforts for UNSC membership) were the only extraregional, non-
Islamic, nontraditional donor countries to participate in the 2007
Annapolis Middle East peace conference. Leaked diplomatic cables
have shown that U.S. officials viewed Lula and former foreign minister
Celso Amorim’s engagement in the Middle East as one-sided (in favor
of Palestine) and meddlesome.** Lula’s efforts to play peacemaker were
capped by a series of individual meetings with Palestinian president
Mahmoud Abbas and Israeli president Shimon Peres, both of whom
visited Brasilia in 2009 and seemed to encourage Brazil’s participation
in negotiations. However, whether Brazil will play a productive role in
this conflict is subject to debate in Israel.

In one of Lula’s last moves as president, Brazil declared its full rec-
ognition of the Palestinian state within the pre-1967 borders. Brazil’s
announcement sparked a series of other such declarations from the
region.

Rousseff’s position on some Middle East security issues—condem-
nation of atrocities in Libya and the vote to approve a special human
rights rapporteur for Iran—have signaled differentiation from Lula’s
strictly noninterventionist approach. Still, Brazil did abstain on the
Security Council’s vote to authorize intervention in Libya, as did
Russia, India, China, and Germany. Brazil’s formal vote on a looming
UN vote on Palestinian statehood in fall 2011 will be another indication
of the extent to which Rousseff will distinguish her foreign policy from
her predecessor’s with respect to the Middle East.

Conclusions

The Task Force finds that Brazil’'s engagement in Middle East peace
negotiations was consistent with Lula’s expansive foreign policy and is
likely to evolve as Brazil aims to build international bridges and a con-
stituency to support its bid for UNSC permanent membership. Espe-
cially inlight of the 2010 Iran episode, the Task Force deems that Brazil’s
engagement specifically in Middle East security issues may dilute Bra-
zil’s credentials to negotiate on other issues of international concern in
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which its participation is both more logical and more necessary. The
Task Force also recognizes that social, political, and diplomatic devel-
opments related to the upheaval in the Arab world may be seen by Brazil
as an opportunity to continue to deepen Brazilian diplomatic, commer-
cial, and economic ties in the region.



Brazil and the United States

Brazil and the United States have many common interests, but their
foreign policies have occasionally diverged—whether on Latin Amer-
ica and the Middle East or on trade and monetary policy. At the same
time, the two countries are deepening connectivity in third countries,
subnationally, and through their private sectors and civil societies. The
United States and Brazil are in many ways remarkably similar: multi-
ethnic and multiracial, resource-rich, relatively young democracies
with a penchant for an exceptionalist view of their histories.

Despite national affinities, U.S.-Brazil relations have often been
characterized by misperception and misunderstanding, most recently
demonstrated by conflict over how best to contain Iran’s nuclear pro-
gram. This disagreement was instructive to both countries: the United
States learned to anticipate independence from Brazil and both coun-
tries learned that expressions of friendship do not easily translate
into coordinated action. Brazil also learned that engagement in Iran’s
nuclear program risks diluting its credentials to negotiate on other
issues of international concern. But Brazil and the United States have
begun a dialogue on cooperation regarding food security and labor
rights in the Middle East, following the upheaval in the Arab world. In
addition, Brazil and the United States are collaborating on a number of
issues in third countries in the Americas and Africa.

The Obama-Rousseff meetingsin Brazil earlier this year were a signal
that both countries are willing to forge closer ties on bilateral, regional,
and global issues. Obama’s trip, at a time of heightened tensions in the
Middle East and military action in Libya, underscored the U.S. desire to
put relations on a more positive track. The Task Force welcomes the ten
new bilateral agreements that the two presidents signed, which include
accords on biofuels, use of space, educational exchange, promotion of
decent work in third countries, and—significantly—a framework to
negotiate new commercial and economic agreements.** Still, the Task
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Force is concerned that no mechanism exists in the U.S. government to
coordinate these initiatives and drive policy toward Brazil.

RECENT HISTORY

Aside from a brief period of alignment after the 1964 military coup,
Brazil has largely avoided a “special relationship” with the United
States. Despite a history of misperception and cautious distancing,
most Brazilians—swept up by Obama’s 2008 campaign and elec-
tion—marveled at and delighted in the fact that the United States had
elected an African-American man with a message of multilateralism
and open-mindedness. Obama’s recognition of an evolving U.S. role
in the global order led many Brazilians to believe that the U.S. rela-
tionship with Latin America, and with Brazil especially, would evolve
and improve. Obama’s speech at the April 2009 Summit of the Amer-
icas about a more equal relationship with the region only reaffirmed
this expectation.®

Yet the remainder of 2009 dispelled hopes in the region for a sea
change in U.S. policy toward Latin America. The U.S. approach to two
particular issues—the coup in Honduras and military bases in Colom-
bia—drew the two countries into direct tension. Although these issues
have receded for now, they are nonetheless instructive because they
reflect the differences in how Brazil and the United States see the world.

The disagreements did not prevent Brazil and the United States from
advancing cooperation on discrete issues. In early 2010, Secretary Clin-
ton made a multi-stop trip to Latin America, spending a day in Brazil
and signing a number of bilateral agreements.*® Shortly after Clinton’s
visit, Brazil and the United States settled an eight-year trade dispute
over U.S. subsidies to cotton growers in a resolution that negotiators
hailed as innovative.*’

Just eight months after the Brazilian criticism of the Colombia base
deal and even as tensions over Iran grew, U.S. secretary of defense
Robert M. Gates and Brazilian defense minister Nelson Jobim signed
the U.S.-Brazil Defense Cooperation Agreement (DCA) in April
2010. The DCA is an umbrella agreement that lays the groundwork
for further cooperation on issues of defense, intelligence, and secu-
rity, and is the first arrangement of its kind between the two countries
since 1977.
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IRAN

Despite growing potential on the bilateral front, forging cooperative
ties on an international security issue—Iran—proved much more dif-
ficult. Early in Obama’s presidency, he and Lula discussed containing
Iran’s nuclear ambitions. Lula and his foreign minister understood,
some say mistakenly, the White House to have offered a green light to
pursue what ultimately became the Brazil-Turkey nuclear fuel swap deal
negotiated with Iran in spring 2010.* Brazil envisioned the deal as the
first step toward ensuring that Iran’s nuclear program remained peace-
ful. But by the time the agreement was reached, the United States and
other P5 members had grown convinced that sanctions were the best
strategy for bringing Iran to the negotiating table. Indeed, Washington
asked Brazil to support the sanctions and had dispatched Clinton to
Brazil in March 2010 to solicit Brasilia’s cooperation. After the nuclear
fuel swap agreement was announced and after Washington’s negative
reaction, Brazil manifested its sense of betrayal with a “no” vote at the
Security Council on a new round of sanctions.

Though it seems that Rousseff has deemphasized the security
dimension of relations with Iran, Brazil’s initiative to negotiate with
Iran last year was not merely a product of the personalities in office at
the time. Rather, engagement with Iran demonstrated Brazil’s belief in
the intrinsic value of its participation and contribution on major inter-
national security issues. Brazil paid a high cost, domestically and dip-
lomatically, for the failure of the initiative in the short term. To date,
the Rousseft administration has steered clear of engaging again on this
issue. Brazil’s participation alerted the major powers to its presence on
global security issues and served notice that Brazil would remain a sig-
nificant international actor.

Conclusions and Recommendations

The Iran experience illustrates the need for the two countries to estab-
lish mechanisms to anticipate and mitigate against misunderstandings
and conflicting views of international security issues. The Task Force
strongly recommends institutionalizing a process of open and regu-
lar communication between the countries’ two presidents and their
respective senior officials. Differing perspectives are bound to arise
between two large, complicated countries, but neither country should
allow those to color the totality of the relationship.
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NUCLEAR SECURITY

As Brazil aspires to become a major exporter of processed uranium,
one goal of Brazil’s opposition to sanctions against Iran was surely
to protect Brazil’s burgeoning enrichment industry and the potential
global market for nuclear energy.

The Task Force acknowledges the positive role Brazil is playing
with respect to nuclear security in South America via the web of bilat-
eral cooperation and inspection of nuclear facilities between Brazil
and Argentina. Likewise, the Task Force recognizes Brazil’s view that
the bilateral inspection regime—and the broader safeguards regime
established under the quadripartite Comprehensive Safeguards Agree-
ment between Brazil, Argentina, the Argentine-Brazilian Agency for
Accounting and Control (ABACC), and the International Atomic
Energy Agency (IAEA)—helps explain Brazil’s (and Argentina’s)
reluctance to sign the IAEA’s more invasive Additional Protocol.

Though Washington and Brasilia remain at odds over Brazil’s
reluctance to adopt the Additional Protocol, the Task Force believes
that the Additional Protocol plays a fundamental role in promoting
global nuclear security and that universal adoption of it is an important
goal. Moreover, given Brazil’s commitment to nonproliferation and its
growing peaceful nuclear energy industry, the Task Force anticipates
that Brazil will continue to have an important role in the shaping of
international nuclear policy. The Task Force thus recommends that the
United States and Brazil pursue bilateral discussions in advance of the
2012 Nuclear Security Summit in Seoul and continue their multilat-
eral discussions through the Nuclear Suppliers Group (NSG) to work
toward the strengthening of international standards governing nuclear
export controls.

The Task Force recognizes that in the near term, Brazil is unlikely
to accept a change in the NSG guidelines that would require adoption
of the Additional Protocol as a condition of nuclear technology supply.
Over the short term, therefore, the Task Force recommends that the
United States propose a bridging solution to Brazil, wherein the terms
of ABACC’s safeguards framework can voluntarily be made more con-
sistent with the spirit of the Additional Protocol. The United States
should, however, maintain its long-term goal of updating NSG guide-
lines to win universal adoption of the Additional Protocol and requiring
it as a condition of nuclear technology supply. In addition, the United
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States should maintain the long-term goal of pursuing deep cuts in
nuclear weapons arsenals.

U.S.-BRAZIL TRADE AND INVESTMENT

Traderelations between the United States and Brazil have grown dramat-
ically over the past decade, total trade in goods rising from $28.2 billion
in 2002 to a peak of $60.7 billion in 2008.* As trade has grown, friction
points have also become more apparent. Recent examples include the
2010 WTO authorization for Brazil to impose retaliatory tariffs against
U.S. cotton subsidies (resolved for the time being) and the ongoing case
regarding U.S. antidumping measures against Brazilian orange juice.

The United States is also a leading direct investor in Brazil, total
FDIstocks reaching $56.7 billion in 2009, primarily in manufacturing
and finance and insurance sectors. Despite the difficulty for some for-
eign companies to compete fairly with domestic actors in the Brazil-
ian market, the U.S. private sector is increasingly bullish about doing
business in Brazil because the country has significantly improved
issues of corruption, contract law, negotiations, and compliance with
international business norms over the past several decades. However,
the U.S. share of FDI in Brazil relative to GDP has declined over the
past fifteen years.

Brazilian multinationals have also increasingly invested in the
United States, with total FDI stocks reaching $780 million in 2008.
Gerdau, a major Brazilian steel manufacturer, bought AmeriSteel in
1999 and used the company as a platform for further North American
acquisitions over the past decade. The Belgian-Brazilian brewer ImBev
merged with Anheuser-Busch in 2008, creating the fifth-largest con-
sumer goods company in the world, controlling 25 percent of the global
brewing market.

Recommendations

The absence of a bilateral tax treaty (BTT) is a major complication for
many U.S. companies looking to establish operations in Brazil. ABTT
would eliminate double taxation on investment. Brazil is the only coun-
try with a GNP greater than $1 trillion that does not have a BTT with
the United States. To encourage Brazilians to do business in the United
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States and vice versa, the Task Force recommends that both govern-
ments take steps to reduce or altogether eliminate double taxation by
working toward a bilateral tax treaty and to pursue reforms toward a
fair climate for foreign investment.

THIRD COUNTRY, SUBNATIONAL,
AND PRIVATE-SECTOR COOPERATION

The richest and deepest connections between Brazil and the United
States tend not to involve direct bilateral relations between the gov-
ernments, but rather third-country or subnational collaboration and
private-sector partnerships. Some of the most promising collabora-
tions between Brazil and the United States take place outside both
countries’ borders on counternarcotics, health and development goals,
promotion of decent work, and biofuels cooperation.

The Task Force finds that there is ample room for the federal gov-
ernments of the United States and Brazil to capitalize on the relation-
ships being built in third countries and by the countries’ governors,
private sectors, trade unions, and civil society organizations. The
growth of these secondary and tertiary interactions presents an
opportunity to build confidence and demonstrate commonality to the
two societies, at the same time laying the groundwork for more struc-
tured bilateral relations that benefit from the confidence and partner-
ships already in place.

COUNTERNARCOTICS

Counternarcotics efforts in Bolivia represent an opportunity for effec-
tive third-country cooperation that maximizes Brazilian and U.S. capa-
bilities and allows for all three countries to learn from one another. Just
weeks after Evo Morales expelled the U.S. Drug Enforcement Agency
(DEA) from Bolivia in 2008, Brazil and Bolivia announced a strategic
alliance to combat drug production and trafficking. Brazil has a sig-
nificant national interest in Bolivia’s drug war: the shared Brazilian-
Bolivian border is longer than that between the United States and
Mexico, and Brazil’s police estimate that 60 percent of cocaine enter-
ing the country comes from Bolivia.”
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Brazilians have acknowledged that they are unable to match the U.S.
capacity to fund Bolivian police forces and equip them with expensive
hardware like patrol helicopters. In August 2009, just eight months
after the Brazil-Bolivia treaty went into effect, officials from Brazil’s
Ministry of External Relations—or Itamaraty—began a series of dis-
cussions with U.S. diplomats about Bolivia’s interest in trilateral coop-
eration with the United States. According to American diplomats, the
Brazilian willingness to collaborate with the United States on counter-
narcotics signaled “a significant departure” from the status quo and an
“about face” within Itamaraty.”!

Trilateral counternarcotics efforts in Bolivia have the potential for
greater effectiveness in reducing coca cultivation and drug trafhick-
ing, and increase opportunities for discussion, partnership, and confi-
dence-building between Brazil and the United States. At the same time,
while advancing a common agenda, the United States and Brazil can
capitalize on their comparative advantages. The United States provides
experience and funding but avoids leaving a heavy footprint. Brazil—
without the storied and controversial U.S. counternarcotics profile in
the region—takes on greater responsibility, living up to expectations
that a regional powerhouse uses its resources for the good of the neigh-
borhood. Currently, negotiations are under way with the Bolivian gov-
ernment about joint monitoring efforts. Despite good intentions and a
high degree of openness and cooperation between Brazil and the United
States, successful trilateral collaboration requires a commitment from
Bolivia in addition to the existing goodwill and bilateral consensus.

Conclusions and Recommendations

The Task Force welcomes Brazil’s involvement in counternarcotics,
harm reduction, and transnational crime issues on its borders, espe-
cially in Bolivia, and encourages other such cooperation between
Brazil and the United States elsewhere. The Task Force encourages
Brazil’s leadership as a voice for reform of the region’s counternarcot-
ics strategy.

The Task Force supports Brazil’s promotion, by former president
Cardoso with former presidents Ricardo Lagos (Chile), Ernesto
Zedillo (Mexico), and César Gaviria (Colombia), of harm reduction
policies (which treat drug use as a public health issue and promote the
reduction of drug consumption) in addition to interdiction and eradi-
cation.”” The Task Force encourages the DEA and USAID and their
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Brazilian counterparts working in Bolivia to reinforce one another’s
efforts to reassure the Bolivian government that outside counternarcot-
ics support—Ilike monitoring of coca cultivation and eradication—does
not threaten Bolivian sovereignty.

HEALTH AND DEVELOPMENT

Brazil and the United States are working together on development
and health issues in Central America and the Caribbean and in luso-
phone Africa. Indeed, ABC and USAID have now stationed staff in one
another’s agencies to advance third-country cooperation. For example,
Brazilian and U.S. health and aid institutions support the U.S.-Brazil-
Mozambique trilateral technical assistance cooperation that works to
strengthen the Mozambican response to its HIV/AIDS epidemic. In
2010,a USAID-ABC-Embrapa partnership launched a program to sup-
port NGOs that will establish food security projects in Mozambique.
In Sao Tomé and Principe, off the West Coast of Africa, Brazil and the
United States have committed to multiyear funding for an antimalaria
project. In El Salvador, Brazilian and U.S. entities are helping develop a
National Public Health Institute.

Even before the 2010 earthquake, U.S. and Brazilian officials had
identified Haiti as ground where the two countries could work together.
In2009, ABC and USAID made ajoint trip to Port-au-Prince to explore
trilateral cooperation opportunities, including joint technical assis-
tance to train garment sector workers and U.S. Southern Command
collaboration with the Brazilian engineering battalion of MINUSTAH
oninfrastructure projects. After the earthquake and under the auspices
of the Brazilian-led UN mission, the United States and Brazil have
worked together, along with a number of other partners, to provide
security and rebuild infrastructure in Haiti.

Conclusions and Recommendations

The Task Force welcomes deepening U.S.-Brazil cooperation on health
and development in the Americas and Africa. Brazil’s private-sector
investment and engagement in Africa, along with U.S.-Brazil efforts
toward capacity building (like USAID-ABC joint projects) and in agri-
culture, biofuels, and public health, has the potential to shift the conti-
nent’s development paradigm away from the provision of inefficient aid
money and the often exploitative Chinese resource drive.
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In the Americas, the Task Force likewise encourages USAID and
ABC to advance cooperation in Haiti and applauds existing bilateral
and multilateral collaboration under Brazil’s leadership of MINUS-
TAH. Also in the Caribbean, the Task Force considers that the United
States can learn from Brazil’s presence in Cuba. The Brazilian govern-
ment and private sector engages Cubans across a number of issues and
industries, including energy and agriculture, and can share instructive
experience with respect to the many dimensions of Cuba’s transition.

Colombia is fruitful ground for U.S.-Brazil collaboration on
gender, health, security, and social issues. More than three million
Colombians (largely women and children of indigenous or African
descent) have been displaced from their land, making them, accord-
ing to the UN High Commission for Refugees, the world’s largest
population of internally displaced persons (IDPs). Arguably, a critical
dimension of resolving Colombia’s conflict resides in a sound rural
strategy that includes the redistribution of ill-gotten land, among
other measures.” To advance peace and security in Colombia, Brazil
and the United States each have significant resources and expertise
that together could help Colombia protect and assist its IDPs and
develop its rural regions in a socially, economically, and environmen-
tally sustainable way.

BIOFUELS

Developing biofuel programs in the Western Hemisphere is a principal
goal ofa2007 MOU signed by Brazil and the United States. In2009, the
two countries agreed to expand science cooperation on standards and
research on biofuels.

El Salvador and Haiti were among the first nations, along with the
Dominican Republic and St. Kitts and Nevis, to receive bilateral biofu-
els assistance from Brazil and the United States. In 2008, Brazil and the
United States expanded this biofuel cooperation to include Guatemala,
Honduras, Jamaica, Guinea-Bissau, and Senegal. These primarily Cen-
tral American and Caribbean countries benefit from the development of
biofuels for domestic consumption. At the same time, expanding these
markets aims to entice investors into producing biofuels in the region,
which has preferential access to the U.S. market through the Caribbean
Basin Initiative. (The Task Force encourages lifting U.S. protectionist
measures that limit the expansion of Brazilian biofuels in the American
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market, as discussed earlier.) Brazil is also in the early stages of helping
Cuba develop its nascent biofuels capacity.

Recommendations

The Task Force encourages the expansion of the existing U.S.-Brazil
biofuels program to include a greater number of developing countries,
and also to include demand-side support, such as the diffusion of flex-
fuel vehicles.

CLIMATE CHANGE

U.S.-Brazil subnational cooperation to combat climate change does
not necessarily contradict bilateral national climate change efforts,
though these state-to-state and regional agreements reflect a sense on
the ground that the high-level agreements are neither adequately ambi-
tious nor meeting their goals.

Initiatives such as the California Global Warming Solutions Act of
2006 (AB32 set the 2020 greenhouse gas emissions reduction goal into
law), and the Regional Greenhouse Gas Initiative (a market-based regu-
latory program to reduce greenhouse gas emissions), which comprised
ten northeastern and mid-Atlantic states in the United States, both go
well beyond current U.S. federal standards in limiting greenhouse gas
emissions. With the UN Framework Convention on Climate Change
process unfolding slowly, then California governor Arnold Schwar-
zenegger inaugurated the first Governors’ Global Climate Change
Summit in 2008, which initiated subnational climate change collabora-
tion programs in which Brazilian states played a significant role.

Conclusions and Recommendations

Bilateral climate initiatives on the state and regional level can enhance
climate cooperation between the United States and Brazil. The Task
Force recommends relevant executive branch and congressional offices
endeavor to understand and anticipate the significant foreign policy
consequences of subnational projects.

PRIVATE SECTOR

The Task Force finds that connectivity between the United States
and Brazil is often driven not by their governments, but by the private
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sector. Even when the public-sector agenda between these countries
has seemed thin, business-to-business ties have grown at a robust pace,
bringing the two countries closer together than ever before. Indeed, the
U.S. and Brazilian private sectors tend to understand each other better
than government officials. Though the two governments help con-
vene the semiannual meetings of the U.S.-Brazil CEO forum (a group
of ten Brazilian and ten American CEOs from a range of industries),
and senior government officials address the group, the impetus for the
six-year-old endeavor derives from the business communities in each
country, which recognize opportunities in one another but confront a
number of barriers that limit trade, investment, and commerce.

The forum has made progress on visa reform (extending visa valid-
ity in Brazil from five to ten years) and aviation liberalization (increas-
ing passenger flights by 50 percent since 2008), and has taken steps to
encourage a BTT. However, the current visa requirements for travelers
remain burdensome. The Brazilian-American Chamber of Commerce
and the Brazil-U.S. Business Council are two examples of private-
sector institutions working to develop closer trade and investment ties
between the two countries.

Recommendations

To increase and facilitate commerce between Brazil and the United
States, as well as to boost social and cultural connectivity, the Task
Force recommends that the United States take the first step to waive
visa requirements for Brazilians by immediately reviewing Brazil’s cri-
teria for participation in the Visa Waiver Program. Such a move will
undoubtedly be reciprocated by Brazil for American travelers.

To make this significant step viable, the Task Force recommends
robust bilateral consultations between the U.S. Department of Home-
land Security and its counterpart organizations in Brazil. Given the
increasing flow and connectivity between private sectors, the Task
Force recommends a social security portability agreement, which
would provide benefits to citizens of both countries, including the
avoidance of double taxation on benefits.



Conclusion

President Obama’s visit to Brazil in March 2011 heralded a new phase
of the U.S.-Brazil relationship. With agreements that touched on a
wide range of issues—including trade and finance, infrastructure
investment, civil aviation, energy, labor, education, and social con-
cerns—presidents Obama and Rousseft signaled to their respec-
tive countries that this bilateral relationship is poised to evolve into a
robust and mature friendship among equals. Yet most of the concrete
deliverables announced during the trip reflected only the low-hanging
fruit of cooperation.

If the United States and Brazil are invested in a serious and deepen-
ing relationship, their conversation must continue. As in U.S. relations
with such powers as India, China, Russia, or Germany, frank and high-
level dialogue with Brazil will allow both countries to identify, acknowl-
edge, and manage issues of potential disagreement, which should not
destabilize the relationship in its entirety.

Along these lines, the Task Force recommends that Obama host an
interministerial meeting with Brazil, as President George W. Bush did
in 2003. Principals from the U.S. and Brazilian governments need to
communicate openly and specifically about the issues that remain as
obstacles, including: trade, market access, and subsidies; priorities for
and approaches to international security abroad; UN Security Coun-
cil reform; and exercising human rights values. With frameworks now
established for dialogue on many of these issues, the two countries can
make genuine progress.

COMMON GROUND

Similar domestic challenges should serve as common ground between
Brazil and the United States. Rousseft’s domestic priorities—quality
education for all, innovation in science and technology, access to quality
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public health care, and infrastructure projects (PAC and PAC II)—
should resonate strongly with Obama and his administration as the
United States itself works to improve in each of these. With an under-
standing that the political environments surrounding each adminis-
tration are markedly different, the two governments can share best
practices and further develop dialogues among the experts who work
on these domestic initiatives.

The United States should expect the Brazilian expression of shared
values—free markets, rule of law, individual rights, religious freedom,
and diversity and equality—to look quite different from its own. Yet
shared values and many common goals mean that each country has
a stake in the other’s success. The Task Force expects that Brazil will
continue to define its national interest independently from the United
States, and the United States cannot decide where and how Brazil will
engage internationally. Still, many of the Task Force’s recommenda-
tions are designed to create an environment in which Brazilian foreign
policy decisions might well reinforce U.S. foreign policy goals.

MATURE PARTNERSHIP

The Task Force does not expect nor does it recommend that Brazil and
the United States pursue any special relationship. Instead, the Task
Force encourages U.S. policymakers to recognize that Brazil and the
United States can have a mature working relationship on bilateral and
global issues without complete alignment across the board. Obama set
a good example in this regard: standing alongside Rousseff in Brasilia,
he hailed Brazil’s leadership on peace, security, and other global issues,
just one day after Brazil (along with China, Russia, India, and Ger-
many) abstained on the UNSC vote to authorize a no-fly zone in Libya.

Treating each other as equals is fundamentally a matter of diplo-
macy and respect: it does not imply that the United States and Brazil
operate within the same global context. The United States will con-
tinue to exercise its influence on a different scale and with different
instruments than Brazil. At the same time, Brazil will continue to
engage—economically and diplomatically—in regions and on issues
well beyond South America. As these two countries increasingly inter-
sect on the defining international issues of the day, the U.S. govern-
ment must begin to incorporate the prospect for cooperation with
Brazil into its global strategic vision.
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POLICY COORDINATION

In both Brazil and the United States, interagency coordination of over-
all policy toward one another is limited. This is especially true in the
United States, where initiatives regarding Brazil are undertaken by a
variety of agencies with little or no synchronization or guiding strat-
egy.”* The Task Force believes that existing joint efforts and potential
areas for cooperation would benefit from each country developing a
more cohesive and coordinated approach toward the other.

Brazil’s growing geostrategic importance merits sustained, senior-
level, and comprehensive coordination of U.S. policy across agencies.
The Task Force cautions that incorporating Brazil into high-level U.S.
policy discussions—whether over peace and security, global finance, or
climate change—are not likely to succeed if left to the regional director-
ates or bureaus at various executive branch agencies or to the regional
subcommittees in the Congress.

As Brazil expands its reach across the globe and solidifies its involve-
ment on a wide array of international issues, the Task Force recom-
mends that the National Security Council institutionalize a standing
interagency coordination mechanism so that a range of U.S. agencies
responsible for functional issues such as finance, trade, energy, envi-
ronment, agriculture, health, homeland security, defense, and diplo-
macy better coordinate what remains a highly decentralized U.S. policy
toward Brazil. This would require an NSC director for Brazil, rather
than a director for Brazil and the Southern Cone.

The goal is to give Brazil more and better coordinated attention
across the U.S. government and to have agencies and departments
beyond those that work on Western Hemisphere issues participate in
formulating a more comprehensive policy. Within the State Depart-
ment, the Task Force recommends creating an Office for Brazilian
Affairs separate from the Southern Cone office of the Western Hemi-
sphere Affairs bureau.

SEIZING THE MOMENTUM

Cooperation between the United States and Brazil holds too much
promise for miscommunication or inevitable disagreements to stand
in the way of potential gains. A strengthened U.S.-Brazil relationship
could be the basis for economic growth in Brazil, the United States,



78 Global Brazil and U.S.-Brazil Relations

and globally, as well as for lasting peace and democratic stability in the
region, nuclear nonproliferation, international progress on combat-
ing climate change, development of a global renewable energy market,
global food security, and more legitimate and effective international
institutions. Presidents Obama and Rousseff have laid the groundwork
for progress on many of these fronts. The moment to build on this posi-
tive foundation is now.



Additional Views

In the tradition of Task Force reports, we hold individual views on
a number of the subjects addressed, but we strongly concur with the
report’s core message that U.S. policymakers should recognize “Bra-
zil’s standing as a global actor, treat its emergence as an opportunity
for the United States, and work with Brazil to develop complementary
policies.”

Our additional view relates to the recommendation that “the Obama
administration now fully endorse Brazil’s permanent UNSC member-
ship.” We agree with the merits of the case for Brazil’s inclusion as a
permanent member. We believe that a more gradual approach would
likely have more success in navigating the diplomatic complexities pre-
sented by U.S. support for Brazil.

There is realistically only room for one permanent member from
Latin America—in Asia, by contrast, the consensus view is that there
could be two new members—and this presents a difficult issue of pri-
orities for the United States in its own region. This does not mean that
Brazil is not the right choice. Rather, considerable diplomatic ground-
work should be laid first to deal with the adverse reactions of key U.S.
allies who would view the choice of Brazil as directly blocking their
own multilateral ambitions. Moreover, the U.S. Congress must be con-
sulted and persuaded to ensure adequate support for a policy change of
this importance. Failure to lay all this groundwork first could jeopar-
dize the ultimate success of U.S. support for Brazil’s quest for perma-
nent membership.

Thus, we support the position of the United States as articulated by
President Obama in Brazil in March 2011, although we agree with the
Task Force report’s sense of urgency. Accordingly, we would urge the
Obama administration to immediately begin to lay the groundwork
to permit the United States to endorse Brazil's permanent UNSC
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membership, rather than the report’s recommendation to start with the
endorsement and engage later in the groundwork.

Louis E. Caldera, Nelson W. Cunningham, Eli Whitney Debevoise II,
Paula ]. Dobriansky, José A. Fourquet, Sergio J. Galvis, Kevin P. Green,
Brian D. O’Neill, Riordan Roett

This report makes an important contribution to the evolution of Amer-
ican foreign policy thinking about Brazil. In particular, that the report
recognizes Brazil’s emerging role as a global power and no longer views
Brazil primarily through the limiting and distortionary lens of hemi-
spheric affairs are significant, if long overdue, contributions.

That said, the report should, we believe, have gone further. It appro-
priately recommends the United States immediately support Brazil’s
candidacy for the United Nations Security Council. However, the
report offers additional recommendations for hemispheric consulta-
tions and intensive negotiations with Brazil on the matter that create
conditions quite different from those under which the United States
supported India’s candidacy for such a role. We feel this sends the
wrong message to Brazil and to the world. If the United States supports,
as the Obama administration has said it does, leadership structures in
international institutions that are more reflective of international reali-
ties, it must support without qualifications Brazil’s candidacy. As the
world’s fifth most populous country, its eighth-largest economy and its
likely near-term ascendancy to being the fifth-largest economy, it would
be counterproductive for Brazil not to be included among the top tier
of major powers whether within the Security Council or other interna-
tional forums.

The report also carries a suggestion that Brazil not be involved in
security affairs in the Middle East. We feel it would be inappropriate
for either a report such as this or for the United States to seek to dictate
how Brazil pursues its national interests around the world. While dif-
ferences may occur as aresult, one of the most important conclusions of
this report is recognizing that differences are to be expected in relation-
ships such as those we are developing with rising major powers such
as Brazil, India, and China. Given that America’s most important chal-
lenge in the multipolar era ahead will be forging new coalitions in which
emerging players—like Brazil—can and must play an important role,
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the United States will need to work to move beyond old attitudes and
treat these countries with the respect they have long deserved.

Shepard L. Forman, Donna ]. Hrinak, David ]. Rothkopf, Julia E. Sweig,
Tanisha N. Tingle-Smith

Since this report was completed there have been disturbing develop-
ments on the human rights front as the Brazilian government recently
announced its official approval for the construction of the $17 billion
Belo Monte Dam, which indigenous groups, the human rights com-
munity, and environmental activists have opposed for decades. Earlier
this year, the Inter-American Commission on Human Rights (IACHR)
had stipulated that the Brazilians suspend all facets of the project until
certain criteria were met. In addition to ignoring those demands, Presi-
dent Rousseft has broken relations with the IACHR in response, recall-
ing Brazil’s ambassador to the Organization of America States and
announcing plans to withhold their annual contribution to the IACHR.
Not only is it unsettling that the government is moving forward with
the dam, but in the process it is damaging the Inter-American human
rights system and the commission, which is one of the most eftective
Inter-American bodies that exists. The Brazilian government needs to
reengage with the commission in resolving this seeming impasse.

Joy Olson
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Brazilian firms require a median of nearly six weeks to fill a skilled vacancy, compared
with four weeks in South Africa and just two weeks in India and China.

China, by comparison, devotes 1.54 percent of GDP to R&D, which amounts to 5.27
times Brazilian gross spending on investment. Russia spends 1.04 percent of its GDP
on R&D, slightly more than Brazil in gross terms. The U.S. share of 2.77 percent nets
it17.30 times gross Brazilian spending.



Endnotes 83

13.

14.

16.
17.

18.

19.

20.
21.

22,

23.

24.

25.

26.

27.

28.

29.

30.

31

Commodities exports are directly dependent on market pricing and foreign demand
and are thereby most vulnerable to external shock.

Christophe de Gouvello, “Brazil Low-carbon Country Case Study,” World Bank
Group, May 31, 2010, p. XxVii.

Brazil emits an average of 1.4 metric tons of carbon dioxide (t CO,) per ton of oil equiv-
alent (toe) energy consumed—Iess than 60 percent of the global average of 2.41t CO,
per toe.

The Cerradois Brazil’s savannah region.

“Fact Sheet: U.S.-Brazil Strategic Energy Dialogue,” http://www.whitehouse.gov/
sites/default/files/uploads/Brazil_Strategic_Energy_Partnership.pdf.

According the U.S. Energy Information Administration, proven reserves are esti-
mated quantities that analysis of geologic and engineering data demonstrates with rea-
sonable certainty are recoverable under existing economic and operating conditions.
Brazilis already a net oil exporter, but imports lighter grades of oil, diesel, and naphtha
to fill gaps in domestic production.

These estimates are lower than Petrobras’s official projections.

Biomass provides a further 5 percent of generation; nuclear power, natural gas, and
coal-fired plants account for the rest.

The Intergovernmental Panel on Climate Change reports that the majority of global
climate models indicate an increase in precipitation in southern Brazil and a decrease
in northeastern Brazil under a wide range of future scenarios. Projections for the
Amazon basin are less reliable, however, with wide disagreement among models even
under similar scenarios.

Flex-fuel vehicles reached 94 percent of Brazil’s new car sales in August 2009, and by
March 2010 Brazil had more than ten million flex-fuel vehicles on the road.

The monitoring systems are coordinated by the National Institute for Space Research
(INPE) and the Brazilian Institute of the Environment and Natural Resources (Ibama).
Related financing mechanisms include the Green Protocol, requiring state banks to
ensure the sustainability of projects they finance, environmentally oriented taxes and
credit restrictions on rural environmental oftenders, and major funds, such as the Na-
tional Fund on Climate Change and the Amazon Fund. These two funds in particular
have broad mandates to combat climate change on a system-wide level, integrating
specific reduction projects with efforts to improve research, education, communica-
tion, and policymaking.

Though commonly used, the business-as-usual baseline is not a particularly well-
defined measure, varies by country, and can be subject to industry interests.

Some 79 percent of the Cerrado has already been converted to agricultural use. While
conversion of the Cerrado forest emits less carbon dioxide than conversion of the
Amazon, preservation of the Cerrado is important because it maintains a high level of
biodiversity.

The CDM allows Annex I countries (those with binding emissions reduction targets)
to fund emissions-reduction projects in non—Annex I countries (which do not have
binding targets) and use the resulting credits to partially meet their own reduction
goals.

More than 70 percent of registered projects are sponsored by EU countries that can
use the resulting credits within the EU carbon trading system.

Developing countries are often referred to as part of the Global South, a categori-
zation that evolved from Cold War—era delineations between the First, Second, and
Third Worlds.
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Science and International Affairs and holds the distinguished national
security chair at the U.S. Naval Academy. From May 2001 to January
2009, Ambassador Dobriansky served as undersecretary of state for
democracy and global affairs; in February 2007, she was appointed the
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president’s special envoy on Northern Ireland. She served as senior vice
president and director of the Washington office of the Council on For-
eign Relations (CFR) and as CFR’s first George F. Kennan senior fellow
for Russian and Eurasian studies. Her other government appointments
include associate director for policy and programs at the United States
Information Agency, deputy assistant secretary of state for human
rights and humanitarian affairs, and director of European and Soviet
affairs on the National Security Council. From 1997 to 2001, she served
on the U.S. Advisory Commission on Public Diplomacy. Ambassador
Dobriansky received a BSFS from Georgetown University’s School of
Foreign Service and an MA and PhD from Harvard University. She is
a recipient of various honors, including the secretary of state’s highest
honor, the Distinguished Service Medal.

Shepard L. Forman is director emeritus and senior fellow of the
Center on International Cooperation at New York University. Prior
to founding the center, he directed the human rights and governance
and international affairs programs at the Ford Foundation. He serves
on the boards of the International Peace Institute, the Global Fairness
Initiative, Peace Dividend Trust, and Scholars at Risk, among others.
Forman received his PhD in anthropology from Columbia University
and did postdoctoral studies in economic development at the Institute
of Development Studies in Sussex, England. He served on the faculty
at Indiana University, the University of Chicago, and the University of
Michigan and conducted field research in Brazil and East Timor. He has
authored two books on Brazil and numerous articles and policy papers
on humanitarian assistance and postconflict reconstruction assistance
and statebuilding. He is coeditor, with Stewart Patrick, of Good Inten-
tions: Pledges of Aid to Countries Emerging from Conflict and Multilat-
eralism and U.S. Foreign Policy: Ambivalent Engagement; with Romita
Ghosh of Promoting Reproductive Health: Investing in Health for Devel-
opment; and, with Bruce Jones and Richard Gowen, of Cooperating for
Peace and Security. He also edited Diagnosing America: Anthropology
and Public Policy, which examines the application of anthropological
studies to social problems in the United States.

José A. Fourquet serves as a managing director of the DBS Financial
Group, one of the largest financial advisory firms in the state of Florida.



Task Force Members 91

Prior to that, Fourquet worked for four years as a managing director and
head of the Miami private investment management branch of Lehman
Brothers, Inc. Before joining Lehman, President George W. Bush nom-
inated Fourquet and the U.S. Senate unanimously confirmed him to
serve as U.S. executive director of the Inter-American Development
Bank from 2001 to 2004. Prior, Fourquet worked for five years as a vice
president in the fixed income, currency, and commodities division of
Goldman, Sachs & Co., in New York. Fourquet began his career as an
operations officer in the Central Intelligence Agency and spent over six
years posted abroad in Latin America and the Caribbean, where he col-
lected, evaluated, and reported high-priority intelligence of interest to
U.S. policymakers. Fourquet graduated from Georgetown University
with a BA in government and a School of Foreign Service special cer-
tificate in Latin American studies. He also obtained an MBA in finance
from Columbia Business School, where he was inducted into the Beta
Gamma Sigma honor society.

Maria C. Freire is president of the Albert and Mary Lasker Founda-
tion. Prior to this, she led the Global Alliance for TB Drug Develop-
ment, transforming the organization into a world leader in tuberculosis
drug development. An internationally recognized expert in technology
commercialization, Freire directed the Office of Technology Transfer
at the U.S. National Institutes of Health (NIH) and established the
Ofhice of Technology Development at the University of Maryland at
Baltimore and in Baltimore County. Freire obtained her BS at Universi-
dad Peruana Cayetano Heredia (Lima, Peru) and her PhD in biophysics
from the University of Virginia. Active on the NIH advisory commit-
tee to the director, the international advisory steering committee of the
Instituto Carlos Slim de la Salud (Mexico), the Association of Ameri-
can Medical Colleges advisory panel on research, and the international
advisory panel to the Ministerial Working Group on Scaling up of Pri-
mary Health Systems, Freire was one of ten commissioners selected for
the World Health Organization’s Commission on Intellectual Property
Rights, Innovation and Public Health (CIPIH). A member of the Insti-
tute of Medicine of the National Academies of Science, she has received
the Department of Health and Human Services Secretary’s Award for
Distinguished Service, the Arthur S. Flemming Award, and the Bayh-
Dole Award.
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Stanley A. Gacek* is a labor lawyer with both U.S. and international
experience. He is a recognized expert on Brazilian labor and social
issues and is the author of a thorough comparative analysis of the Bra-
zilian and U.S. labor law systems, Sistemas de Relacoes do Trabalho:
Exame dos Modelos Brasil-Estados Unidos. Gacek is currently serving
as international relations officer in the U.S. Department of Labor’s
Bureau of International Affairs and is responsible for policy and com-
parative labor law analysis and for representing the U.S. government in
its bilateral discussions with counterpart labor ministries throughout
the world. Prior to his current job with the Labor Department, Gacek
served as special counsel for international labor law at the Solidarity
Center/AFL-CIO and associate director of the AFL-CIO’s interna-
tional department. He was the AFL-CIO’s international affairs assis-
tant director (Americas Region) from 1997 to 2005. He served as the
assistant director for international affairs at the United Food and Com-
mercial Workers International Union (UFCW) from 1984 to 1997 and
was the UFCW’s assistant general counsel from 1979 to 1984. Gacek
received his BA in social studies from Harvard University and his JD
from Harvard Law School. He was an adjunct professor at Harvard
University in 2008 and has been an active member of the District of
Columbia Bar Association.

Sergio J. Galvis is a partner at Sullivan & Cromwell LLP and heads the
firm’s practice in Brazil and elsewhere in Latin America. For more than
twenty-five years, Galvis has worked on hundreds of matters involving
parties from more than twenty-five countries in Asia, Europe, and Latin
America. His recent experience in Brazil includes the proposed combi-
nation of LAN Airlines and TAM S.A. In 2010, he received the Distin-
guished Global Citizen Award at the Global Kids annual benefit. He
was named by the National Law Journal as one of the 50 Most Influential
Minority Lawyers in America and by Hispanic Business magazine as one
of the 100 Most Influential U.S. Hispanics in 2008. He is a three-time
recipient of the Burton Award for Legal Achievement, most recently
in 2011 for his article “Introducing Dodd-Frank,” published in Latin
Lawyer. In 2002, Galvis was part of a group of eminent practitioners

*Gacek participated in the Task Force under his previous affiliation with the American Federation of Labor
and Congress of Industrial Organizations. As a current administration official, he has not been asked to
join the Task Force consensus.
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convened by a G1o working group to help develop collective action
clauses for sovereign debt financings.

KevinP. Greenjoined IBMin November 2004 andleads IBM’s Depart-
ment of Defense (DoD) and Intelligence Community business, which
includes the U.S. Navy and Marine Corps, the U.S. Army, the U.S.
Air Force, Joint Commands and DoD agencies, and National Security
Intelligence agencies. Prior tojoining IBM, Admiral Green spent thirty-
three years as a naval officer, completing his navy career as deputy chief
of naval operations (DCNO) for operations, plans, and policy. As
DCNO, he coordinated global naval operations, strategic planning,
information operations, and naval policy development and managed
service relationships with the Office of the Secretary of Defense, the
Joint Staff, the National Security Council staff, the U.S. military ser-
vices, other federal agencies, and allied navies. As a flag officer, he com-
manded Naval Forces U.S. Southern Command, the Abraham Lincoln
carrier battle group, and the Naval Training Center, Great Lakes, Illi-
nois. He served in the Office of the Secretary of Defense, Atlantic Fleet
headquarters, and the Bureau of Naval Personnel and commanded a
destroyer squadron and a guided missile frigate. He graduated from the
U.S. Naval Academy and the National War College and received an MS
from the Naval Postgraduate School.

Donna J. Hrinak is vice president for global public policy at PepsiCo,
Inc. She has served as U.S. ambassador to four countries—Brazil, Ven-
ezuela, Bolivia, and the Dominican Republic—and as deputy assistant
secretary of state for Mexico and the Caribbean. She also had assign-
ments in Colombia, Honduras, Mexico, and Poland. Ambassador
Hrinak’s honors include the U.S. government’s Distinguished Public
Service Award and the State Department’s Career Achievement
Award. In 2005, she was named international businesswoman of the
year by the Miami chapter of the Organization of Women in Interna-
tional Trade. She serves on the board of directors of the Inter-American
Dialogue and on the board of counselors of McLarty Associates. She is
based in Purchase, NY.

Robert L. Hutchingsis dean of the Lyndon B. Johnson School of Public
Affairs at the University of Texas at Austin. Prior to this, Hutchings was
diplomat in residence at the Woodrow Wilson School of Public and
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International Affairs at Princeton University. He was also faculty chair
of the master in public policy program and served for five years as assis-
tant dean. From 2003 to 20035, on public service leave from Princeton,
he was chairman of the U.S. National Intelligence Council. He has also
served as a fellow and director of international studies at the Woodrow
Wilson International Center for Scholars, as the National Security
Council’s director for European affairs, and as special adviser to the
secretary of state, with the rank of ambassador. Ambassador Hutch-
ings was deputy director of Radio Free Europe and on the faculty of
the University of Virginia, and he has held adjunct appointments at the
Johns Hopkins University School of Advanced International Studies
and Georgetown University’s School of Foreign Service. He is a direc-
tor of the Atlantic Council of the United States and the Foundation for a
Civil Society and is a member of the Council on Foreign Relations, the
British-North American Committee, and the executive committee of
the Association of Professional Schools of International Affairs.

G. John Ikenberry is the Albert G. Milbank professor of politics and
international affairs at Princeton University in the Woodrow Wilson
School. He has also taught previously at Georgetown University and
the University of Pennsylvania. He has held posts at the State Depart-
ment, on the policy planning staff, and at the Carnegie Endowment
for International Peace, as a senior associate. Ikenberry has also been
a nonresident senior fellow at the Brookings Institution. During 2002—
2004, he was a transatlantic fellow at the German Marshall Fund. In
1998-99, Ikenberry was a fellow at the Woodrow Wilson International
Center for Scholars. In 1997—98, he was a CFR international affairs
fellow in Japan, sponsored by Hitachi Ltd., and spent a year afhiliated
with the Institute for International Policy Studies in Tokyo. He has pub-
lished in all the major academic journals of international relations and
written widely in policy journals in addition to authoring several books.
He is also the reviewer of books on political and legal affairs for For-
eign Affairs. Ikenberry has just published a new book, Liberal Leviathan:
The Origins, Crisis, and Transformation of the American World Order. He
received his PhD from the University of Chicago.

Timothy M. Kingston is a partner and managing director at Goldman,
Sachs & Co., and coheads the global power effort within the investment
banking division. He joined Goldman Sachs in May 1988, and his career
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has spanned various geographies and functional areas, including ten
years in the Latin American group, where he served ultimately as chief
operating officer and concentrated on Brazil. Kingston serves on the
advisory boards of the Latin American studies program at Princeton
University and the North American board of INSEAD and is a director
of the North American Chilean Chamber of Commerce. He was previ-
ously a director of Mercado Libre. Kingston is a graduate of Princeton
University and holds an MBA from INSEAD.

Thomas E. Lovejoy was elected university professor at George Mason
University in March 2010. He also holds the biodiversity chair at the
Heinz Center for Science, Economics, and the Environment and was
president from 2002 to 2008. Starting in the 1970s, he helped bring
attention to the issue of tropical deforestation, and in 1980, he pub-
lished the first estimate of global extinction rates. Lovejoy has worked
on the interaction between climate change and biodiversity for more
than twenty years, coining the term biological diversity and originating
the concept of debt-for-nature swaps. He is the founder of the public
television series Nature and has served as the senior adviser to the pres-
ident of the United Nations Foundation, the World Bank’s chief bio-
diversity adviser and lead specialist for the environment for the Latin
American region, the Smithsonian Institution’s assistant secretary
for environmental and external affairs, and executive vice president of
World Wildlife Fund-U.S. He has served on advisory councils in the
Reagan, George H.W. Bush, and Clinton administrations. In 2009 he
was appointed conservation fellow by the National Geographic Soci-
ety. He chairs the scientific and technical panel for the Global Environ-
ment Facility. He received his BS and PhD from Yale University.

Jennifer L. McCoyisdirector of the Carter Center’s Americas program
and has been professor of political science at Georgia State University
since 1984. As part of her responsibilities overseeing the Americas pro-
gram, she directs the Carter Center’s Friends of the Inter-American
Democratic Charter group, and she previously managed the Carter
Center’s project on mediation and monitoring in Venezuela from 2002
to 2004. She has directed election-monitoring missions for the Carter
Center in Bolivia, Nicaragua, Panama, Mexico, Venezuela, Jamaica,
and Peru and has participated in election delegations to Indonesia,
Haiti, Suriname, and Guyana. McCoy’s academic career has included
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extensive fieldwork in Venezuela, Nicaragua, and Uruguay, where she
conducted research as a Fulbright fellow in 1991 and 1992. A specialist
on democratization, international collective protection and promotion
of democracy, and Latin American politics, McCoy’s most recent book
is International Mediation in Venezuela (with Francisco Diez). She is also
editor and contributor to The Unraveling of Representative Democracy in
Venezuela (with David Myers), Do Politicians Learn from Political Crises?
and Venezuelan Democracy Under Stress.

Joy Olson is executive director of the Washington Office on Latin
America (WOLA) and is a leading expert on human rights and U.S.
policy toward Latin America. Under Olson’s direction, WOLA is pio-
neering new approaches to human rights advocacy, focusing on the
underlying causes of injustice, inequality, and violence. The Washington
Posthasrecognized WOLA as one of the best-managed nonprofitsin the
Washington area. Olson specializes in military and security policy, and
she has been a longtime advocate for greater transparency of military
programs in Latin America. She cofounded the Just the Facts project,
which makes information about U.S. military policy in Latin America
publicly accessible. For more than a decade, she has coauthored an
annual study on trends in U.S. security assistance, including the recent
report Waiting for Change. Prior to joining WOLA, Olson directed the
Latin America Working Group, a coalition of sixty nongovernmental
organizations working to promote peaceful and just U.S. foreign policy
toward Latin America. Olson has testified before Congress on Latin
America policy issues ranging from human rights in Mexico to drug
policy to the problems of poverty and inequality in the region. She is
a frequent commentator in the media, including on CNN, CNN Espa-
nol, the BBC, PBS NewsHour, National Public Radio, and an array of
national and international news outlets. Olson earned an MA from the
National Autonomous University of Mexico, following two years’ work
in community development in Honduras.

Brian D. O’Neill is vice chairman of Lazard International. His respon-
sibilities include Latin America and Canada. O’Neill has extensive
experience working with governments, local and multinational corpo-
rations, and financial institutions. He is a director of Signatura Lazard
in Brazil and MBA Lazard in Central and South America and partner
assigned to the firm’s strategic alliance Alfaro, Davila y Rios S.C. in
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Mexico. O’Neill served as deputy assistant secretary in the U.S. Trea-
sury from 2007 to 2009. For a five-month period in 2008, he was acting
U.S. director of the Inter-American Development Bank. Prior to that,
he worked for JPMorgan Chase for over thirty years, where he held
multiple leadership roles, including chairman of investment banking
for Latin America and Canada from 2001 to 2006. He lived and worked
in South America for twelve years in Santiago, Chile; Buenos Aires,
Argentina; and Sao Paulo, Brazil. O’Neill is a director of the Council of
the Americas, the Americas Society, and the Inter-American Dialogue.
He is a member of the Council on Foreign Relations and a member
of the advisory committee for the David Rockefeller Center for Latin
America Studies at Harvard University.

Michelle Billig Patron is senior director of PIRA Energy Group. Prior
to joining PIRA, Patron was an international affairs fellow at the Council
on Foreign Relations and conducted energy research at Deutsche Bank.
Earlier in her career, she served as an international policy adviser at the
U.S. Department of Energy (DOE) under the Clinton and George W.
Bush administrations. During that time, she advised the U.S. energy
secretary and other senior U.S. officials on relations with major energy-
producing and -consuming countries, including Venezuela, Mexico,
Brazil, China, Nigeria, and the European Union. In 2001, Patron served
as energy attaché at the U.S. Embassy in Beijing. Prior to the DOE, she
worked at the International Energy Agency, the White House, UNICEF,
and the Center for International Environmental Law. Patron holds a BA
from Columbia University and an MA from the Johns Hopkins School
of Advanced International Studies. She has served as a commentator to
CNBC, BBC, NPR, the New York Times, and the Economist and has writ-
ten for Foreign Affairs, the Financial Times, and the Los Angeles Times.

David Perez has served as a managing director with Palladium Equity
Partners since 2003. Previously, he held senior private equity positions
at General Atlantic Partners and Atlas Venture and also held positions
at Chase Capital Partners and James D. Wolfensohn, Inc. Perez serves
on the board of directors of Palladium’s privately held portfolio compa-
nies Aconcagua Holdings, Inc.; American Gilsonite Company; Capital
Contractors, Inc.; DolEx Dollar Express, Inc.; Jordan Healthcare Hold-
ings, Inc.; and Prince Minerals, Inc. Perez serves as the chair of the board
of directors of the National Association of Investment Companies, is a
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member of the Council on Foreign Relations, and is the president of the
board of directors of Ballet Hispanico. Perez earned a BS/MS degree
from the Dresden University of Technology, an MEng degree in engi-
neering management from Cornell University, and an MBA from Har-
vard Business School.

Riordan Roett is the Sarita and Don Johnston professor of political
science and director of Western Hemisphere studies at the Johns Hop-
kins Paul H. Nitze School of Advanced International Studies (SAIS).
In 2004, SAIS announced the establishment of the Riordan Roett chair
in Latin American studies. From 1983 to 1995, Roett served as a con-
sultant to the Chase Manhattan Bank in various capacities; in 1994—95
he was the senior political analyst in the emerging markets division of
the bank’s international capital markets group. Roett is a member of the
board of directors of several mutual funds at Legg Mason, Inc. He is a
member of the Council on Foreign Relations and the Bretton Woods
Committee and is a former national president of the Latin American
Studies Association. He is author and editor of several books, includ-
ing, most recently, The New Brazil. Roett received his BA, MA, and PhD
from Columbia University.

David J. Rothkopf serves as president and chief executive of Garten
Rothkopf. He is also a visiting scholar at the Carnegie Endowment
for International Peace and chairs the Carnegie Economic Strategy
Roundtable and the National Strategic Investment Dialogue. He is also
the author of Running the World: The Inside Story of the National Security
Council and Superclass: The Global Power Elite and the World They Are
Making. His next book, Power, Inc.: The Epic Rivalry Between Big Busi-
ness and Government—and the Reckoning that Lies Ahead will be pub-
lished in 2012. He also writes a daily blog for ForeignPolicy.com. Prior
to the establishment of Garten Rothkopf, he was chairman, CEO, and
cofounder of Intellibridge Corporation, a leading provider of interna-
tional analysis and open-source intelligence. Prior to that, he was man-
aging director of Kissinger Associates, the international advisory firm
founded and chaired by former U.S. secretary of state Henry A. Kiss-
inger. Rothkopf served as acting U.S. undersecretary of commerce for
international trade, directing the 2,400 employees of the International
Trade Administration. He joined the Clinton administration in 1993
as deputy undersecretary of commerce for international trade policy
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development. Rothkopf was cofounder, chairman, and CEO of Inter-
national Media Partners, Inc., publisher of CEO magazine and Emerg-
ing Markets and organizer of the CEO Institutes.

Andrew Small currently serves as the director of the committee that
oversees relations between U.S. bishops and the Catholic Church in
Latin America and the Caribbean. Father Small was the foreign policy
adviser for the United States Conference of Catholic Bishops from
2004 to 2009. He has written extensively on the church’s role in the
public square and has delivered testimony before the U.S. Congress on
the impact of U.S. trade policy on developing countries.

Julia E. Sweig is the Nelson and David Rockefeller senior fellow for
Latin America studies, director for Latin America studies, and direc-
tor of the Global Brazil initiative at the Council on Foreign Relations
(CFR). She is the author of Cuba: What Everyone Needs to Know and
Friendly Fire: Losing Friends and Making Enemies in the Anti-American
Century, as well as of numerous publications on Latin America and
American foreign policy. She has directed several CFR reports on
Latin America. Sweig’s Inside the Cuban Revolution: Fidel Castro and
the Urban Underground received the American Historical Association’s
Herbert Feis Award for best book of the year by an independent scholar.

Tanisha N. Tingle-Smith is the principal and founder of Verdade
Consulting, a boutique Brazil-focused risk advisory and research con-
sultancy. Her research specializes in Brazilian international relations,
with particular focus on the geoeconomics of Brazil’s relations with
the Global South. She has presented at and contributed to articles and
book chapters for U.S. and international universities. In 2008—2009,
she was a consultant at the United Nations Development Program on
Brazil-Africa South-South development exchange. Earlier, she served
as foreign policy analyst and adviser with the U.S. Central Intelligence
Agency and the departments of State and Treasury. She received
department recognition and awards for her analytic work. From 1995
to 2001, she was an analyst and assistant vice president for Latin Amer-
ica economic research with Salomon Smith Barney and Merrill Lynch.
She is a term member of the Council on Foreign Relations. She holds
an MIA from the School of International and Public Affairs at Colum-
bia University.
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James D. Wolfensohn is chairman of Wolfensohn & Company, LLC,
chairman of Citigroup’s international advisory board, and adviser to
Citigroup’s senior management on global strategy and on international
matters. In 2006, he established the Wolfensohn Center for Develop-
ment at the Brookings Institution. Wolfensohn was president of the
World Bank Group from 1995 to 2005. He was special envoy for Gaza
disengagement for the quartet of the Middle East; president and CEO
of James D. Wolfensohn, Inc.; executive partner of Salomon Brothers,
New York; executive deputy chairman and managing director of Sch-
roders, London; president of ]. Henry Schroders Banking Corpora-
tion, New York; and managing director of Darling & Co., Australia. He
is chairman emeritus of the board of trustees of the John F. Kennedy
Center for Performing Arts and of Carnegie Hall. In addition, he has
been president of the International Federation of Multiple Sclerosis
Societies, chairman of the board of the Institute for Advanced Study at
Princeton University, director of the Business Council for Sustainable
Development, chairman of the finance committee and a director of the
Rockefeller Foundation and the Population Council, and a member of
the board of Rockefeller University. He is an honorary trustee of the
Brookings Institution, a member of the Council on Foreign Relations,
and a member of the Century Association.
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