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Rapporteur’s Summary

Gordon Binder
Senior Fellow
World Wildlife Fund
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Energy Security: The Brazilian Example and 
Implications for US Policy, the fourth conference 
in the current series focused on energy issues, 
was held in São Paulo, Brazil, March 30 to April 
4, 2012.  Five members of the US Senate and 12 
members of the US House of Representatives 
participated.  The intent of this and related 
conferences is to offer Members of Congress 
the chance to focus on the interrelationships 
among US energy policy, economic concerns, 
and national security issues and to explore pol-
icy options.  The location in Brazil also offered 
Members the opportunity to learn more about 
the country and its growing role on the conti-
nent and in international affairs.

In addition to the scholars’ presentations, 
Members also heard from Rubens Barbosa, 
former Brazilian Ambassador to the United 
States; Glauco Arbix, head of Brazil’s Agency 
of Innovation; and Thomas Shannon, US 
Ambassador to Brazil.

The opening session, Brazil’s Energy Story: 
Insights for US Energy Policy, was led by José 

Goldemberg, who has held several ministe-
rial positions in Brazil’s government, including 
Secretary of the Environment during the 1992 
Rio Earth Summit.  Brazil is endowed with 
vast natural resources, he recounted, includ-
ing major energy sources and especially water 
resources suitable for hydropower.  At the start 
of the 20th century, a Canadian firm played 

a crucial role in developing both power and 
transportation facilities.  For years, as elsewhere, 
transportation depended on oil.  At the time of 
the global oil crisis in 1973, Brazil was forced 
to expend half of its hard currency reserves to 
import the needed oil.  That proved the impe-
tus for developing an alternative fuel, ethanol, 
a form of alcohol, from an abundant domestic 
crop, sugarcane.  Today, Brazil is self-sufficient 
in energy resources, thanks to hydropower, 
which supplies about three-fourths of the elec-
tricity generated, and ethanol.  Though Brazil 
has made great strides in using ethanol as a sub-
stitute for gasoline, fossil fuels will continue to 
dominate the transportation sector for the fore-
seeable future because diesel trucks and buses 
account for 50% of all fuel use in the country.  
Ethanol will likely remain at about 20% of all 
fuels used in the transportation sector (and 
approximately 40% of the light-duty fuel use) 
given the importance of diesel trucks and buses 
in public transportation and the movement of 
goods. This is not to say that ethanol has not 
been beneficial.

 The development of ethanol occurred in fits 
and starts over more than 30 years, at first by 
fiat by the military government.  That ethanol 
could be made from the abundant sugarcane 
was demonstrated by university technicians.  
Initially, the government promoted blending 
ethanol with gasoline, up to 20 or 25 percent, 
the limit that motor engines could then toler-
ate.  Over time, with public support and subsi-
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dies, coupled with a mandate for flexi-fuel cars, 
Brazil was able to provide consumers a choice: 
either conventional gasoline with a blend of 
ethanol or 100% ethanol. There are two nozzles 
in every refueling station.  Because it is not as 
energy-intensive as gasoline, ethanol is priced 
lower.  Consumers can mix their own blend 
based on the relative prices.  Brazil offers the 
most successful experience today of any country 
developing alternatives to oil as a major vehicle 
fuel source.

Sugar-based ethanol also offers environmen-
tal benefits in that it yields less air pollu-
tion and requires less land than corn-based 
ethanol.  Unlike corn-based ethanol, which 
requires outside sources of heat to evaporate 
the large amount of water used in the produc-
tion process, sugarcane provides its own heat 
source through bagasse, the fiber remaining 
after extraction of juice from the sugarcane.  
Without ethanol, cities such as São Paulo—with 
20 million people, 6 million cars, and a healthy 
percentage of the country’s industrial activity—
would have 50 percent more air pollution.

Despite exploration, Brazil has found no oil 
in the country’s interior.  Recently, however, 
large oil deposits have been located 300 km 
or about 185 miles offshore.  The oil is below 
salt domes, far deeper than any recoverable 
oil deposits developed so far.  This find has 
significant potential for turning Brazil into 
an oil-exporting nation, expanding its output 
from about two million barrels a day upwards 
to five or six mbd.  However, the technology 
to tap these deep deposits is complex, and the 
risks are significant.  The distance offshore is so 
far that special helicopters are needed to ferry 
workers, equipment, and supplies to the drill-
ing rigs; and tankers that transport the oil to 
the coast for refining will need anchorage near 
rigs.  The oil will be expensive, as much as $70 a 
barrel to recover.  It is not clear that the poten-
tial will unfold as envisioned.  Nonetheless, the 
government is planning to invest hundreds of 
billions of dollars in the venture over the next 
several years using domestic and international 
funds.

Provision of electricity has a checkered his-
tory with mandated low prices and little invest-
ment in the first half of the 20th century.  
Demand for electricity in Brazil is now ris-
ing, to fuel economic and industrial growth.  
Moreover, over the last 10 years, the government 
extended electricity service to millions of poor 
households, coinciding with other programs to 
raise millions of people into the middle class.  
Some segments of the power sector have been 
privatized, notably electricity distribution, while 
other parts remain in state ownership and are 
thought relatively inefficient.

Hydropower now provides as much as three-
fourths of Brazil’s electricity, and the potential 
exists for meeting growing demand through 
this renewable source.  Most sites with signifi-
cant potential have already been explored and 
tapped.  With the advent of low-head dams 
(less water, more sophisticated turbines—an 
innovation that has negated the need for large, 
high dams), many more sources of hydropower 
could possibly be developed.  Though the 
potential for climate change to modify water 
availability remains (Brazil has experienced two 
major droughts in the past decade), planners 
have taken likely changes into account and 
believe hydropower remains a secure energy 
source for some time to come.  This is true in 
many other places in South America and could 
help alleviate electricity scarcity in a number of 
countries in the region.  It may be true as well 
for Caribbean countries, which are eager to 
boost the supply of electricity.  Private Brazilian 
companies are exploring the potential there.

Another energy source, nuclear power, at 
one point seemed a promising means of gen-
erating electricity; it still has some advocates.  
One plant operates near São Paulo, another 
one elsewhere is almost finished.  Part of the 
appeal early on, which coincided with mili-
tary governance, was the interest in keeping 
open the option for developing nuclear weap-
ons.  Various government officials and experts 
argued, however, that Brazil had no need 
for nuclear weapons, and there were far less 
troublesome and costly energy options.  Under 



President Collor, the decision was made to 
sign the nuclear non-proliferation treaty, which 
spelled the end for nuclear weapons in Brazil.  
The Fukushima disaster in Japan last year only 
heightened anxieties about developing nuclear 
power generation.  To be sure, Brazil has ura-
nium deposits.  But they are found associated 
with other minerals, and practical experience 
in separating the uranium for use is lacking.  
Moreover, there is an oversupply worldwide, 
suggesting it may not be economical to exploit 
the resource.

With respect to renewable energy supplies, 
there is considerable potential in the north to 
develop wind resources.  Solar technology, on 
the other hand, despite falling prices, has not 
garnered much investment.  Together with 
hydropower, it is anticipated that by 2050 Brazil 
may be able to meet 25 to 50 percent of its over-
all energy needs through renewable sources.

Brazil’s universities have been a driving force 
in innovation in the energy sector.  The prec-
edent exists for the agriculture sector.  Thirty 
years ago, Brazil grew no soybeans as the soils 
were not thought to be ideal.  But university 
researchers perfected the techniques and now 
Brazil is the world’s leading producer of soy-
beans.  Similarly, whereas there had been only 
a handful of varieties of sugarcane 40 years 
ago, researchers developed over 500 varieties 
suited to different soil and climatic conditions 
that now ensure a steady crop for ethanol pro-
duction.  Advances in cellulosic ethanol (from 
plant debris, for example), may yield new 
methods for producing ethanol.  Research may 
lead to other bio-fuels.  Algae is a relatively new 
example of a potential fuel source, storage bat-
teries another.  The import tariffs on hybrid or 
electric cars make them too expensive now for 
consumers in Brazil, but that could change if 
there were domestic production.  

Brazil is less advanced in industrial innova-
tion and technology development than is the 
United States, however, and there is less of a 
tradition in the private sector of risk or venture 
capital to take products from the lab into com-
mercial production.  The government conse-

quently is putting billions of dollars to work to 
spur innovation in energy, housing, transport 
and other areas.

The United States, for its part, does have 
leading research universities and national labs 
involved in energy research.  Yet public and 
private expenditures on energy total only about 
one percent of the overall energy bill, a level 
considered insufficient to drive innovation or 
take advantage of the learning curve to cut 
production costs and facilitate deployment of 
new energy technologies.  At the same time, 
policies at the state and local level in the United 
States—for example, the renewable portfo-
lio standard adopted by about 30 states—has 
helped spur cost reductions and deployment 
for solar and wind energy.

Sustainable energy for all is a major theme 
of the upcoming Rio + 20 international confer-
ence (scheduled for June 2012, marking the 
20th anniversary of the 1992 UN Conference 
on Environment and Development).  One pri-
ority for United Nations conference organizers 
is to underscore the message that growth can 
be done in more environmentally responsible 
ways; grow, yes, but grow more wisely, more sus-
tainably.  Brazil has modeled its environmental 
legislation after laws in the United States, but 
implementation remains problematic.  Despite 
advocates for sustainable development in Brazil, 
there is still a mindset among many that develop-
ment must take priority over the environment.

For the United States, which spends $1 bil-
lion a day on oil, the primary lesson from the 
Brazilian experience is the need for sustained, 
committed public policies, including the use of 
incentives and price signals, to improve both 
automobile technology and fuels.  Though for 
some legislators the potential impacts of climate 
change have spurred support for alternatives to 
fossil fuels, others question the evidence behind 
climate change.  They nonetheless acknowledge 
there are other solid reasons for pursuing alter-
native fuels—to cut air pollution, to diversify 
sources, to reduce dependency on oil imports 
from unstable parts of the world, to check the 
higher costs of securing new oil from deeper 
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waters that requires more complex technology 
and entails more risks.  Diverse fuel sources 
can help the United States achieve something 
closer to energy independence, a goal articulat-
ed by every US President since Richard Nixon 
in the 1970s.  The Brazilian experience offers 
promise and lessons for achieving this elusive 
goal, meeting domestic energy needs as popula-
tion and the economy grow.

Julia Sweig of the Council on Foreign 
Relations addressed Brazil’s Emerging Role on 

the International Stage: Implications for US-Brazil 
Relations in International Institutions and Around 
the Globe.  Brazil is a complex country, at once 
developed and developing, a land of con-
trasts—between north and south, between rural 
and urban, within and among the country’s 
states and cities.  Brazil is a land vast in size and 
rich in natural resources, a major producer 
of beef, coffee, oranges, soy, sugar, and other 
crops for world markets.  Brazil is a multiracial, 
multiethnic, multi-religious society with little 
conflict between or among the diverse popula-
tions.  Like the United States, Brazil has a lega-
cy of slavery that was abolished fairly late in the 
19th century.  That legacy is still felt: many of 
the country’s poorest households descend from 
slaves, whose numbers far outweigh the num-
ber of Africans enslaved in the United States. 

Mostly, Brazil has looked inward but that is 
changing.  The country seeks no permanent 
alliances, rather tactical alliances based on 
perceived self-interest.  Military rule ended in 
the 1980s, and the civilian government that 
followed tamed runaway inflation in the 1990s.  
The country’s economy is now the world’s 
sixth largest, with expanding trade with China, 
Africa, the Middle East, and other regions.  In 
international affairs, Brazil has stressed so-called 
soft power—development aid, investments by 
Brazil’s national development bank, a more 
vigorous voice in international affairs—rather 
than military power.  Brazil aspires to a perma-
nent seat on the UN Security Council, stressing 
its strong commitment to negotiation over the 
use of force, and advocates creating more space 

for emerging countries in international institu-
tions.  One hears increasingly from Brazilians 
about their country’s “exceptionalism,” much 
as the United States and other countries assert 
their own “exceptionalism.”

Underpinning Brazil’s rising influence on 
the international stage is an impressive achieve-
ment in reducing poverty through a program 
of social inclusiveness, notably conditional aid 
to low-income families that receive cash if 
they fulfill certain responsibilities, including 
ensuring their children remain in school.  This 
has enabled more than 100 million people 
to enter the middle class in Brazil, reducing 
income inequality and boosting the domes-
tic economy.  The social assistance program 
started under President Cardoso, who success-
fully revamped the financial sector in the wake 
of massive inflation in the early 1990s.  Some 
had feared his successor President Lula, whose 
political strength derived from the support of 
labor unions and many of the country’s poor-
est citizens, would veer sharply to the left in 
governing.  Instead he stayed the course with 
considerable benefit to the economy.  As one 
result, Brazil weathered the 2008 financial cri-
sis far better than many others, including the 
United States and European countries.  The 
Brazilian example is now seen as a model for 
other countries seeking to reduce poverty and 
expand their economies.

Progress is evident on many fronts in Brazil.  
Women have made great strides, especial-
ly recently as reflected in appointments to 
President Rousseff’s cabinet.  Concern for 
the environment has increased dramatically.  
Nongovernmental groups have become more 
sophisticated and in some areas, protecting the 
Amazon, for instance, are influencing govern-
ment policy.  A market-based approach to the 
economy has taken root, though it is tempered 
by government intervention and guidance.  
Privatization is being explored in a number 
of areas, such as ports, hospitals, prisons, and 
irrigation.  Social media are widespread, with 
Brazil the third largest market for personal 
computers, after the United States and China.



In no way does this progress negate the seri-
ous challenges Brazil faces, however.  Millions 
still live below the poverty line.  The country’s 
education system needs attention as it ranks low 
by international standards.  Infrastructure, espe-
cially for transportation, needs major improve-
ments.  Public pensions command a sizable por-
tion of the country’s budget.  Drug trafficking 
has become a problem, especially drug-related 
gang violence in the poor settlements known as 
favelas.  Brazil does not score well on interna-
tional measures in the ease of doing business.  
Innovation is lacking in industry.  There is 
no tradition of risk capital, venture capital, or 
private equity investors.  Corruption has been 
pervasive though the current President Dilma 
Rousseff has taken steps to address this more 
aggressively than her predecessors.  

Under former President Lula, Brazil also 
made engagement with the rest of the world 
a priority.  President Lula visited Africa sev-
eral times to develop trade relations and boost 
Brazil’s exports.  Some Brazilian companies are 
now active in Portuguese-speaking Africa, hir-
ing local people and helping improve crop pro-
ductivity.  President Lula engaged the other so-
called BRICS, the rapidly growing economies of 
Russia, India, China, and South Africa.  Trade 
with Middle East countries has expanded signif-
icantly.  Brazil sees China’s currency exchange 
policies and its expansive policies around the 
globe in pursuit of natural resources much as 
the United States does:  worrisome, a challenge 
to be managed.  Still, trade between Brazil and 
China has increased dramatically, chiefly for 
iron ore. 

The interests of Brazil and the United States 
do not always coincide.  For Brazil, the aim is 
to protect from harm civilian populations that 
are experiencing abuse but to stop short of 
deposing a country’s leader.  Thus, Brazil did 
not support the United States with regard to 
imposing sanctions on Libya, fearing that reso-
lution would lead to regime change.  Brazil has 
not supported a UN resolution dealing with the 
violence in Syria for the same reason.  President 
Lula worked with Turkey’s Prime Minister to 

negotiate a deal for processing uranium out-
side of Iran in exchange for Iran’s limiting its 
domestic capacity, a step seen as reducing the 
likelihood that Iran could develop a nuclear 
weapon.  Negotiations occurred as the United 
States sought to impose stricter sanctions on 
Iran.  Brazil’s flirtation with Iran’s President 
Ahmadinejad, who has been outspoken in con-
demning Israel, was not viewed favorably by 
the United States, though it is ambiguous as 
to whether the United States at the time saw 
Brazil’s effort on the nuclear issue as helpful or 
harmful.  In any event, the deal did not hold.  
Brazil also has friendly relations with Cuba 
and Venezuela.  Though President Rousseff 
has become more outspoken on human rights 
abuses, these examples fuel concern on the part 
of US leaders as to how reliable a partner Brazil 
will be in international councils.  A critical ques-
tion is whether and when Brazil will align with 
democratic countries versus totalitarian regimes.

To be sure, international diplomacy is enter-
ing a new era.  The world is not dominated by a 
single superpower or held hostage to Cold War 
politics.  The old tools of diplomacy no lon-
ger work and the United States must embrace 
new modes of engagement.  In environmental 
affairs, China, like Brazil, modeled its environ-
mental agency after the US Environmental 
Protection Agency, as did other countries with 
an eye toward benefiting from the US experi-
ence in pollution control.  Promoting best prac-
tices along with technical assistance and capac-
ity-building, thus, should be seen as important 
new tools.  

The visit by President Obama to Brazil last 
year and the visit of President Rousseff to the 
United States, along with exchanges by other 
high-level officials, may usher in a new era 
of cooperation and understanding between 
the two countries.  Brazil will host the Rio + 
20 conference, the 2014 World Cup, and the 
2016 Olympic Games.  In anticipation of these 
events, a US-Brazil joint initiative is under 
way to encourage sustainable, environmentally-
sound development in major cities to handle 
waste, improve infrastructure, boost energy effi-
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ciency, and adopt other practices that will have 
lasting benefit for Brazil.  

For the United States and Brazil, the priority 
is to find areas and issues on which interests 
align.  One area ripe for reform is the cumber-
some requirements to obtain visas for citizens of 
either country to visit the other.  Streamlining 
these requirements could facilitate exchanges.  
Science, technology transfer, education, inno-
vation in energy and other areas—these offer 
potential to strengthen ties between the two 
countries, even as they recognize their differ-
ences.

The third day’s discussion, Brazil’s Geopolitical 
Rise in the Region: Implications for US Policy 

in the Western Hemisphere, was led by Antonio 
Ramalho from the University of Brasília.  Mr. 
Ramalho explained that even as Brazil pursues 
a larger role on the international stage, it also 
is playing a more prominent role within the 
region.  Brazilians, he noted, do not think in 
terms of the hemisphere, as the United States 
tends to, but rather in terms of South America 
as a region.  For Brazilians, this is an important 
distinction.  Though Brazil shares borders with 
nine other countries, cultural and political 
histories differ due in large measure to the dif-
ferent cultures of Portugal and Spain, which 
colonized different parts of the continent.

Mr. Ramalho underscored many points of 
the prior day’s discussion about Brazil’s inter-
ests internationally.  The country emphasizes 
so-called soft power (versus the hard power of 
military force), believing it critical to strength-
en international institutions and pursue nego-
tiations.  This is consistent, he stressed, with 
Brazil’s history and is bolstered by its foregoing 
nuclear weapons and its role in enlisting other 
countries in the region to do likewise.

Brazil’s relationship with the United States 
has a long history as well.  The Brazilian people 
see much to admire in Americans, especially 
their penchant for innovation in science and 
technology.  There are also shared values and 
common interests.  Brazil’s market system is 

firmly rooted though it is tempered by a well-
supported role for the government, more so 
than in the United States because of Brazil’s dif-
ferent stage of development.  Homeownership 
is as much a dream for Brazilian families as it is 
for American families.  In Brazil, because credit 
is more costly, however, the government is 
subsidizing ownership for those below the pov-
erty level.  Brazil recognizes, too, the value of 
small businesses and individual entrepreneurs; 
and public banks are now supporting loans to 
these entities.  Another institution admired by 
Brazilians is US philanthropy.  Though Brazil 
has wealthy families that have created founda-
tions, what they devote to philanthropy tends 
to be what they can avoid in paying taxes.  A 
broader role, analogous to that in the United 
States, would be desirable.  

With respect to the region, Brazil sees a 
direct interest in ensuring stability and order 
and in helping neighboring countries reduce 
income inequality through economic growth.  A 
recent World Bank study documents that great-
er income equality has significant benefits for 
economic growth overall.  Brazil is moving cau-
tiously, though, lest it appear to be emulating 
an imperial power.  Other countries, sensitive to 
past US interventions in Latin America, would 
be wary if Brazil were to move too aggressively.  

Brazil characterizes its role and aspirations 
in the region as humble even while it seeks to 
strengthen regional institutions and work coop-
eratively with its neighbors.  Many potential 
areas of cooperation are evident—in energy, 
for example; Brazil purchases natural gas from 
Bolivia and electricity from Paraguay.  Trade 
and commerce, along with protecting wildlife 
and Amazon forestlands, and opposition to 
drug trafficking and terrorism also show signs 
of cooperation.  Brazil is constructing a road 
through the Amazon to Peru and working with 
Peru to build a new Pacific coast port to ensure 
access for trade to Pacific Rim countries, most 
importantly to China.  In the past all trade in 
the region has been by sea, so this road crossing 
the continent will reduce time and costs.  Brazil 
is also working with Bolivia to create access to 



port facilities in Chile that will expand trade 
opportunities for both Brazil and Bolivia.

At the same time, Brazil is mindful of the 
hegemony exercised by the United States in 
the past, as well as US military interventions in 
the region and its own military coup in 1964.  
Brazil’s leaders were troubled by what they saw 
as human rights abuses by the United States in 
dealing with prisoners during the Iraq war. The 
country is redefining its relationship with the 
United States to cooperate where there is mutu-
al self-interest—Brazil has proved helpful with 
respect to US interests in Bolivia and Colombia, 
for instance—and to disagree and pursue sepa-
rate courses when Brazil’s interests differ from 
those of the United States, as with the conflict 
between Argentina and Great Britain over the 
Falkland Islands or the Malvinas, as Argentina 
prefers.

As part of its emergence as an influential 
player in the region and on the global stage, 
Brazil is rethinking its defense needs, mod-
ernizing its military, and ensuring it functions 
effectively.  A new National Defense Strategy 
aims at re-equipping the country’s Air Force 
and Navy with new technology, new jet fighters, 
and submarines.  Though no immediate threats 
are apparent, the defense strategy is akin to an 
insurance policy: should a threat arise from 
any quarter, Brazil would be prepared.  The 
defense budget, which was reduced when civil-
ian authority took over from the military, is 
rising.  The defense strategy outlines two over-
riding objectives: first is to secure lengthy bor-
ders with Brazil’s nine neighboring countries, 
especially with regard to the Amazon. There is 
more or less easy movement of people across 
the borders; Brazil, in fact, has a relationship 
with Colombia that enables either country to 
move up to 70 miles into the other’s territory to 
pursue terrorists.  

The second objective is safeguarding what 
is called the “Blue Amazon,” that is, the South 
Atlantic Ocean all the way to coastal Africa.  
This is a large area that Brazil believes is insuf-
ficiently protected and of importance with 
regard to the country’s shipping and commer-

cial activities, as well as to its fisheries.  Brazil is 
also preparing to develop deep oil deposits 185 
miles offshore in the South Atlantic; that, too, 
suggests the need for security.  

Important benefits are expected from these 
investments in defense, both increasing poten-
tial to export military hardware to other coun-
tries as part of Brazil’s trade agenda and fos-
tering technology innovation with spillover 
benefits to the domestic economy.  Brazil 
also anticipates playing a role in peacekeeping 
assignments, as it did in Haiti.  Interest is evi-
dent in fostering cooperation with the United 
States on a number of defense-related issues: 
cyber security, intelligence-sharing, nonprolif-
eration of nuclear weapons, and space.  These 
are topics on the agenda when top US defense 
officials visit Brazil.  

Acknowledging the right of every country to 
develop and to protect itself, some US legisla-
tors expressed puzzlement as to why military 
expenditures are on the rise when Brazil has 
put its priority on exercising soft power in the 
region and in international institutions.  Should 
trouble arise in the South Atlantic, the US Navy 
is quite likely to be there in force.  Moreover, 
why boost military spending when there are still 
so many unmet domestic needs on which Brazil 
has made great strides?  Take education.  New 
schools are needed in many poor parts of the 
country, and teacher salaries need to be raised.  
Though education under the constitution is a 
municipal matter, many communities lack the 
resources to build schools or pay teachers an 
adequate salary and thus look to the state and 
national governments.  Would education and 
building human capital not be a better invest-
ment of public funds than military hardware?

The United States has not devoted as much 
attention to South America in the past as to 
Europe and to Asia.  That is changing.  Brazil’s 
offshore oil reserves will be in demand in the 
US.  And the United States could learn from 
Brazil’s experience in becoming energy self-
sufficient through development of ethanol and 
hydropower.  The tariff on importing Brazilian 
ethanol into the United States has expired; that, 
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along with EPA’s certification that the proper-
ties of sugarcane-based ethanol are comparable 
to corn-based ethanol, should facilitate trade.  
If ethanol is to become a commodity in world 
markets, however, it will require greater produc-
tion, perhaps twice that of Brazil’s and the US’s 
combined production.  (To create this market, 
Brazil sees value in subsidizing ethanol produc-
tion in Cuba and in African countries that have 
sugarcane potential.)  Studying abroad, new 
medicines, more trade and cultural exchanges, 
tourism, and the like offer near-term opportu-
nities for US-Brazil cooperation to advance the 
interests of both countries.

The closing session, Natural Resource Policy in 
Brazil: What Matters for US Policy and Why, 

was led by Thomas Lovejoy from George Mason 
University.  For many Americans, a threshold 
question is why they should care about the 
Amazon forest.  Dr. Lovejoy cited three critical 
reasons.  First, the Amazon harbors a greater 
variety of plant and animal life than anywhere 
else in the world.  It is, in essence, a living 
library for life sciences with biological diversity 
that may offer significant benefits for medicine 
and for agriculture and other economic sectors.  

Second, tropical forests like the Amazon offer 
other major environmental benefits.  These 
forests not only produce a fifth of the world’s 
oxygen but also sequester large amounts of 
carbon dioxide, about half of what the atmo-
sphere contains.  If the Amazon forest were to 
die off, carbon dioxide in the atmosphere would 
increase dramatically.  The Amazon forest also 
plays a major role in Brazil’s weather and the 
hydrological cycle.  Moisture off the tropical 
Atlantic Ocean traverses the continent and is 
recycled over the forest, especially as it hits the 
Andean mountain chain.  If too much of the 
forest is lost, this cycle could be disrupted with 
adverse impacts on Brazil’s agricultural produc-
tion, as well as on the indigenous people living 
in the forest.  A World Bank model suggests that 
the tipping point from forest loss is not far off.

Third, Brazil has demonstrated significant 
leadership on the environment, playing a con-

structive role in negotiations at international 
meetings on climate change and biological 
diversity, especially as a leading voice for the so-
called G-77 developing countries.  Brazil hosted 
the 1992 Earth Summit which brought nations 
and world leaders together.  In June, Brazil will 
host the Rio + 20 meeting with the theme of sus-
tainable energy for all.  Fifty thousand people 
are expected from 80 or more countries.  The 
upcoming conference promises to showcase 
more of civil society’s contributions to resolv-
ing urgent environmental issues and promoting 
the concept of a “green” economy.  Though 
perhaps not well-defined, sustainability and the 
green economy are about modernizing energy 
sources to produce fewer carbon dioxide emis-
sions and beginning to look ahead—50 years, 
not the usual handful—at how consumption 
and development patterns will need to change 
if the poor of the world and the anticipated 
2 billion additional people expected over the 
next few decades aspire to a reasonable stan-
dard of living.  Where is the arable land needed 
for agricultural expansion?  What about the 
adequacy of water resources?  How will deserti-
fication in Africa be curbed?  How will hydro-
power development affect indigenous people?  
Which decision-making bodies can make a dif-
ference?  Sustainable growth depends on the 
triple bottom line:  environmental responsibil-
ity, social inclusiveness, and economic growth.  

Brazil recognizes the need for food security 
around the world and foresees itself playing a 
significant role in meeting growing demand.  
Some rural legislators in Brazil favor loosening 
forest protections to expand agricultural land.  
Yet Brazil’s agricultural research institute has 
concluded that productivity of cattle ranching, 
to take one important agricultural sector, can 
be doubled on half the land, thereby negating 
the need for further encroachment into the 
forest.  Forest conservation could be further 
strengthened if coupled with better agricultural 
technologies and greater social services for local 
residents.  A proposal to cut back protections is 
pending with the Brazilian Congress although 
no decision is likely before the Rio conference.  



Those advocating greater protection hope that 
international pressure to preserve the forest will 
dissuade Brazil’s government from loosening 
the forest code.  

Forest conservation is proceeding apace, with 
about half the Amazon under some form of pro-
tection.  Civil society groups today are playing a 
more influential role in protecting the Amazon.  
Of future value are proposals to create market 
incentives to conserve forestlands by keeping 
intact the carbon sequestered in forests.  This 
approach is called REDD, Reduced Emissions 
from Deforestation and Forest Degradation, in 
which credits for protecting forestlands are mon-
etized and sold in a market.  Some approaches 
go beyond this to offer additional credit for 
reforestation, which has been demonstrated to 
be effective.  Other countries, notably Norway, 
are contributing to forest conservation in Brazil; 
Norway pledged $1 billion over ten years, to 
be administered by Brazil’s national develop-
ment bank, which is beginning to develop the 
methods by which they will implement the pro-
gram.  Also, some examples of cash payments to 
indigenous populations, especially to women, 
hold promise of improving livelihoods without 
degrading forest resources.  

Of particular importance has been the grow-
ing role of state governors; their interest in 
protecting the Amazon has sharpened over 
the past few years.  A road through the forest, 
for instance, is almost completed, which would 
offer Brazil access to a Pacific port and thus 
economic opportunities for more people.  But 
a portion remains uncompleted and governors 
of the region are opposed to finishing it lest it 
result in ready access for new settlers and land 
clearers with the attendant degradation of the 
forest.  They propose instead a railroad without 
stops.  There are also proposals for new hydro-
power facilities in the Amazon, though these 
will not be the high dams of old, but lower ones 
with new, sophisticated turbines.

Progress has been made in using forest 
resources sustainably.  Increasingly, companies 
purchasing timber products, such as WalMart, 
are demanding that the timber be harvested sus-

tainably and certified as such.  New approaches 
to mining are relying on air and river transpor-
tation, rather than on roads, and companies are 
reforesting places after they are done; the foot-
print and impacts are thus minimized.  This is 
true as well for natural gas development in the 
forest.  Fisheries present a more complicated 
picture as many fish species move into the for-
est to consume fruits and nuts when water lev-
els rise significantly in the Amazon during the 
rainy season; if the forest is lost, that would also 
adversely affect the Amazon’s fishery resources.

Brazil’s experience points the way to a more 
sustainable future.  The power of market incen-
tives, guided by government standards, can 
change the way resources are harvested.  Private 
companies need a return on investment or the 
right mix of economic incentives and price sig-
nals.  More and more, they are incorporating 
the principles of sustainable development into 
their business strategies, looking both to cut 
costs and improve profitability by more efficient 
use of energy, water, and materials and also to 
brand their products to gain market advantage.  
There is growing interest in working with their 
supply chains to further sustainable growth.  
International banks, too, are rethinking what 
they will finance and what they will not.  The 
Equator Principles1 have advanced their under-
standing of the value of sustainability.  Investors 
also are paying greater attention to this value.

With respect to climate change, US opinion is 
divided as to the nature of the problem and the 
urgency of addressing it, especially with so many 
other problems confronting the world, not the 
least of which is the prospect that millions of 
African children face starvation.  Advocates for 
action point to the evidence of changes already 
underway: rising sea levels, melting glaciers, for-
est dieback in the Western United States as pest 
populations are not checked by cold winters.  
They argue that even with the observed 0.8- to 
0.9-degree Celsius average temperature rise, 
places around the world are seeing impacts; 
further temperature increases could bring even 
more serious effects, though no one knows for 
sure what they may be.  Surprises are very likely.  

9
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It is not necessary to agree on the science of 
climate change to find areas of agreement that 
would reduce carbon dioxide emissions while 
offering other tangible benefits around which 
policy makers can coalesce.  Conserving forests 
to protect species, improving energy efficiency, 
promoting less polluting forms of energy, reduc-
ing dependence on oil imports from unstable 
places—these offer near-term examples.  So, 
too, would a broad global commitment to an 
ecosystem plan to restore degraded grasslands 
and grazing lands and improve soil fertility.  
These measures will help, though they may not 
prove enough.  Non-biological methods will 
likely be needed to pull carbon dioxide from 
the atmosphere.  No single approach will suffice.

Some policy makers see a contradiction in 
Brazil’s simultaneous development of offshore 
oil resources, which when burned would release 
more carbon dioxide into the atmosphere and 
thus worsen climate change, while at the same 
time heightening the attention to forest conser-
vation.  Others see no conflict, recognizing that 
Brazil can and will develop domestic energy 
resources.  Oil, in particular, is a commodity 
much demanded in world trade.  

Brazil is positioning itself to play a greater 
role in the region and on the world stage in 
food security, energy, climate, drug trafficking, 
forest conservation and related areas where 
natural resources and sustainable growth go 
hand in hand.  It is also clear that US policy 
makers are not as well informed about Brazil’s 
international, regional, and domestic priorities 
as they might be in order to take advantage 
where possible of new economic and diplo-
matic opportunities and to understand Brazil’s 
point of view when US and Brazilian positions 
differ.  Relations with China offer an example.  
If, as believed, China views the US role around 

the globe as diminishing and sees its own com-
petitive role expanding vis-à-vis the United 
States, then Brazil-US cooperation could offer 
a new alliance to ensure that both South and 
North America maintain prosperity. 

Other avenues for cooperation are available.  
Among the most beneficial are reforms now 
under way to the visa process, which would facil-
itate educational and cultural exchanges, tech-
nology transfer, tourism, business, trade, invest-
ment, and more.  President Rousseff’s interest 
in more exchanges to encourage English lan-
guage skills among Brazilian students could 
offer additional benefits as Brazil seeks to 
improve its prospects in science, technology, 
and innovation.  So, too, would joint govern-
ment initiatives and technical exchanges, such 
as the one aimed at urban sustainability agreed 
to by the environment agencies of both coun-
tries.  Promoting corporate sustainability and 
best practices among multinational companies 
and their supply chains would serve the inter-
ests of both countries.  The United States would 
profit from a better understanding of what it 
took for Brazil to become energy self-sufficient.  
Forest conservation would help address climate 
change even as it offers other benefits.  These 
and other opportunities suggest that US policy 
makers would find great value in deepening ties 
and understanding between the United States 
and Brazil through more congressional visits 
and parliamentary exchanges, briefings and 
hearings, and other means to seek common 
ground.  
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Brazil’s energy story is in stark contrast to 
the US energy story which reflects the natural 
endowments of both countries and their level 
of development.

In the United States approximately 40% of all 
energy used comes from petroleum, 23% from 
coal, and 22% from gas, so fossil fuels represent 
85% of energy consumption; the remaining 
comes from nuclear (8%) and renewables (7%).

In Brazil fossil fuels represent 53% (oil 
37%, gas 10% and coal 6%) and nuclear 2%. 
Renewables represent 45% (sugarcane prod-
ucts 16%, hydroelectricity 14% and firewood 
and others 15%).

The fraction of energy consumption from 
oil is not very different in the two countries but 
there the similarity ends. Coal and gas are less 
important in Brazil, and hydro and biomass 
(sugarcane products and firewood) account for 
the balance. The US is highly dependent on oil, 
importing approximately 8 million barrels per 
day at a cost of approximately $300 billion per 
year from the Middle East. Brazil, in contrast, is 
self-sufficient, producing all the oil it consumes.

Brazil’s energy story can be split in three dif-
ferent stories: 

•	 the	growth	of	hydroelectricity	production

•	 oil	findings	in	the	continental	shelf	

•	 the	use	of	sugarcane	products	as	an	energy	
source

The Story of Hydroelectricity
Production of electricity in hydroelectric 

generating stations started early in Brazil with 
small municipal and private companies that had 
strong links to English companies. However, in 
the last decades of the 19th century a group 
of Brazilians and Canadians established a new 
company in Toronto that was authorized in 
1985 to operate in Brazil. Soon the company, 
named São Paulo Railway Light and Power Co. 
Ltd, obtained a concession for public transpor-
tation in São Paulo city using electrically-driven 
vehicles (street cars). 

The new company immediately started build-
ing hydroelectric generating stations, the first of 
which started operation in 1901 with 2,000kW. A 
few years later the Tramway Light Power Co. Ltd 
was established in Rio de Janeiro. As a conse-
quence, other hydroelectric stations were built 
in the Paraíba do Sul River; and in 1908 the 
Fontes hydroelectric plant station with 24,000 
kW was inaugurated. At the time it was one of 
the largest hydroelectric stations in the world.

By 1940 LIGHT owned 44% of the installed 
electrical capacity in the country and the US 
company AMFORP another 14%. 

The problem that soon developed was that 
electricity tariffs were administered by the gov-
ernment and were kept at low levels—for politi-
cal reasons—and insufficient to finance expan-
sion, which generated shortages and frequent 
interruptions of supply.
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That situation led state governments and 
later on the federal government to establish 
state-owned companies, the largest of them in 
1945 named CHESF (Hydroelectric Company 
of the San Francisco River), which built the 
large Paulo Afonso station.

In 1962 a federally-owned company, 
ELETROBRAS, was created that basically put 
the electrical sector in governmental hands 
expropriating foreign companies. What fol-
lowed was a period of 30 years in which the 
sector expanded enormously and built many 
hydroelectric stations such as Itaipu. Today 
more than 80% of the installed capacity for 
electricity generation (most of it in the hands of 
the state) is hydroelectric with a small participa-
tion of thermal sources (coal, gas and nuclear).

After 1990 there was a wave of privatizations to 
promote competition in the sector, and most of 
the companies responsible for distribution were 
privatized. However, transmission and genera-
tion remained mostly in the hands of the state.

The partial privatization of the electricity 
system forced ELETROBRAS to reduce its 
planning and investment activities, which led 
ultimately to a serious crisis in electricity supply 
in 2001/2002 with shortages and blackouts that 
had serious political consequences. The new 
government elected in 2002 (Lula’s govern-
ment) froze plans for further privatization and 
introduced a system for expansion based on 
bidding by private and state-owned companies 
in which the winners offered the smallest cost 
of electricity to the public. Planning to rational-
ize expansion and an adequate mix of supply 
sources were practically abandoned.

The results of this strategy are dubious. 
Private companies (national and foreign) do 
not enter the bidding competition for new 
large hydro projects, such as Belo Monte, 
without the strong backing of the government 
through official banks.

Since most of hydroelectric sites in the south-
east of Brazil were already built, expansion of 
the system is occurring in Amazonia where new 
hydro projects are opposed by environmental 

groups. As a consequence, other options such 
as coal and gas were favored while renewables 
such as small hydro and wind were less success-
ful in the bidding process. The needed expan-
sion of the system, estimated at 5% per year, is 
proving to be difficult to achieve.

Despite that, some social programs of the 
government were successful such as “Luz para 
Todos,” expanding electricity lines to small and 
isolated communities that were not connected 
to the grid. In the last 10 years, some 10 million 
people were connected to the grid at a cost of 
approximately $8 billion.

The Story of Petroleum and Gas
Until 1930 there was very little activity in 

Amazonia, and all of the petroleum used in 
the country was imported. The efforts made in 
prospection gave disappointing results. Foreign 
companies were not allowed to operate in the 
country and all kinds of conspiratorial theo-
ries were circulating at the time to justify the 
failure of finding oil. This led to a strong wave 
of nationalism and the establishment of a state 
owned company, PETROBRAS, in 1952 to pros-
pect for oil.

Initially PETROBRAS had a strong technical 
department under the direction of Walter Link, 
a US citizen, which made extensive mapping 
of possible oil deposits, recommending studies 
and exploration offshore. Until the early 1970s 
his advice was not followed, and the country 
remained heavily dependent on oil imports until 
the cost suddenly went from $2.90 per barrel to 
$11.65 per barrel during the 1973 oil crisis.

The import bill for oil—80% of which was 
imported—skyrocketed from $600 million in 
1973 to $2.5 billion in 1974, approximately 32% 
of all Brazilian imports and 50% of all the hard 
currency that the country received from exports.

The response of the government to the crisis 
was to start offshore drilling, which immediately 
resulted in an increase in production, and to 
accelerate ethanol production. The idea was 
to reduce gasoline consumption and therefore 
decrease oil imports. Production goals were set 



at 3 billion liters of ethanol in 1980 and 10.7 
billion liters in 1985.

The success of offshore drilling led to the 
expansion of PETROBRAS and changes in the 
law that permitted the participation of foreign 
companies (up to 49%). It was not an outright 
“privatization” of the company but rather an 
opening to attract the capital needed for invest-
ments. The discovery of the large PRÉ-SAL oil 
fields at more than 5 kilometers below sea level 
and under a 2-kilometer layer of salt led to fur-
ther drilling at the technological frontier in this 
area, offering new risks and challenges but also 
new opportunities.

If successful, the PRÉ-SAL activities could 
convert Brazil into a major oil exporter in 5-10 
years. Present production is approximately 2 
million barrels per day and could grow to 5 mil-
lion barrels per day.

The Story of the Ethanol Program
Sugarcane has been cultivated in Brazil since 

the 16th century and more recently the country 
became the largest producer of sugar, account-
ing for approximately 25% of the world’s pro-
duction. Ethanol production has been small 
but, starting in 1931, the government decided 
that all the gasoline used in the country (mostly 
imported) should contain 5% of ethanol from 
sugarcane. This was done to benefit sugar-pro-
ducing units faced by declining prices of sugar 
in the international market that notoriously 
fluctuate over the years.

Around 1970 the sugar industry in Brazil 
stagnated, processing only 70 to 80 million tons 
of sugarcane per year, mainly due to govern-
ment policies of guaranteed prices to produc-
ers. When the international price of sugar was 
low, the government purchased the sugar at 
prices that satisfied the producers. Competition 
and modernization were thus discouraged; 
each producer had a quota and therefore few 
concerns about losing money. Sugar produc-
ers didn’t plan for the long run and usually 
produced strictly what they considered finan-
cially attractive in a given year. Since the price 

of sugar in the international markets varies 
significantly over time, such lack of planning 
frequently left the producers out of the market 
when prices suffered strong fluctuations.

Decree 76,593 of November 14, 1975 which 
is really the birth certificate of the Brazilian 
“Alcohol Program” determined that very gener-
ous financing terms were to be offered to entre-
preneurs to produce ethanol and that the price 
of ethanol should be on a parity with sugar, 
35% higher than the price of 1 kg of sugar.

The decree made the production of ethanol 
and sugar an opportunity for entrepreneurs. It 
opened the way for the increase in the produc-
tion of ethanol, which indeed happened.

In principle, the problem of increasing etha-
nol production was solved. The remaining 
problem was to make sure that the ethanol pro-
duced was consumed.

The government solved the problem using 
two instruments:

•	 Adopting	mandates	for	mixing	ethanol	to	
gasoline. Up to 1979, the mixture of etha-
nol in the gasoline increased gradually to 
approximately 10%, which required small 
changes in the existing motors. In 1981, 
ethanol consumption reached 2.5 billion 
liters.

•	 Setting	 the	 price	 of	 ethanol	 paid	 to	 pro-
ducers at 59% of the selling price of gaso-
line (which was more than twice the cost 
of imported gasoline). The high price of 
gasoline had been used for a long time by 
the government as a method of collecting 
resources to subsidize diesel oil. Part of 
those resources was then used to subsidize 
ethanol.

Subsidies of approximately $1 billion per 
year, on average, over the 30 years were needed 
to sustain the program. These subsidies were 
removed gradually and in 2004 the price paid 
to ethanol producers was similar to the cost of 
gasoline in the international market.

In the 1980s two fleets of automobiles were 
circulating in the country: some running on 
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gasoline, using a blend of up to 20 percent 
anhydrous ethanol and 80 percent gasoline, 
and others running on hydrated ethanol. In 
1985, the scenario changed dramatically as 
petroleum prices fell and sugar prices recov-
ered on the international market. Subsidies 
were reduced and ethanol production could 
not keep up with demand. The production of 
ethanol leveled off, but the total amount being 
used remained more or less constant because 
the blend was increased to 25 percent and more 
cars were using the blend. Thus, by 1990 a seri-
ous supply crisis occurred due to a shortage of 
the appropriate fuel. The government tried to 
mitigate the shortage by importing ethanol and 
methanol. Methanol was blended with gasoline 
and ethanol yielding another fuel that could be 
used in gasoline cars, freeing more ethanol for 
the neat ethanol-powered ones. But the short-
age crisis, lasting one year, scared consumers; 
and the sales of neat ethanol cars dropped rap-
idly. By the year 2000 it was lower than 1% of 
total new cars sold.  

Then, after 2003, ethanol consumption rose 
again, as flexible-fuel engines were introduced 
in the cars produced in Brazil. These cars are 
built to use pure ethanol with a high compres-
sion ratio (approximately 12:1) but can run 
with any proportion of ethanol and gasoline, 
from zero to 100 percent, as they have sensors 
that can detect the proportion and adjust the 
ignition electronically. Flex-fuel cars were an 
immediate hit; today they represent more than 
95 percent of all new cars sold because they 
allow drivers to choose the cheapest blend on 
any given day. Approximately 50% of the gaso-
line that would otherwise be used in Brazil today 
was replaced by ethanol. The production of 
pure ethanol-driven cars is being discontinued 
because of the success with flexible-fuel engines.

In the 30 years since 1976, ethanol substi-
tuted 1.51 billion barrels of gasoline which 
corresponds to savings of $75 billion (in 2006 
dollars), taking into account the amount of gas-
oline saved each year at the world market price.

An additional benefit of the ethanol pro-
gram was electricity cogenerated with the burn-

ing of bagasse—the fiber remaining after the 
extraction of juice from sugarcane—in ethanol 
distilleries. One estimates that this source of 
renewable electricity could contribute more 
than 10% to the whole production of electricity 
in the country by 2020.

In relation to the participation of other 
sources (thermo and nuclear) these were mod-
est until 2008. However, in the auctions which 
occurred in 2008/2009, there was a significant 
increase in the forecast of thermo and coal 
source energy, since there were few hydroelec-
tric plants able to participate in the auctions. 
This tendency was reversed in the EPE (Brazil’s 
federal energy planning company) plans in 
2010, and there was a significant increase in the 
participation of wind energy until 2020.

The contribution of nuclear energy indicates 
an increase until 2020 due to the conclusion, 
expected for 2015, of the Angra III nuclear reac-
tor. By 2030, the National Energy Plan forecasts 
the installation of four more nuclear reactors. 
However, the 2011 disaster of Fukushima, Japan, 
is causing a reassessment of nuclear expansion 
plans around the world and the same should 
occur in Brazil. One inevitable consequence of 
the disaster is that nuclear energy costs should 
increase due to the need for additional safety 
measures, which will probably make this type of 
energy source less competitive. 

In relation to the participation of biomass 
in the generation of electricity, the forecasts 
of EPE for 2020 significantly underestimate 
this potential. Recent surveys conducted by the 
National Supply Company (CONAB) indicate 
the possibility of the co-generation with sugar-
cane bagasse to be much higher than the num-
bers estimated by EPE. 

Energy efficiency so far has had a small role 
in the energy planning of Brazil, despite the 
existence of the Energy Efficiency Law # 10.295 
of October 17, 2001, which authorized the 
executive branch to establish maximum levels of 
specific energy consumption or minimum levels 
of energy efficiency of machines and equipment 
manufactured or commercialized in the country. 
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The world today is taking stock of the new 
Brazil. By any measure, Brazil merits the stand-
ing of a major global actor: It is the world’s 
fifth-largest landmass, fifth-largest population, 
and well on the way to becoming the fifth-
largest economy in the world. Just last year, 
Brazil surpassed the United Kingdom as the 
sixth largest economy worldwide. Since tran-
sitioning to civilian rule in 1985, the country 
has made major advances in terms of economic 
might, democratic bona fides, social prog-
ress, and diplomatic ability. Brazil adheres to 
conservative macroeconomic principles while 
pursuing expansive social programs, for which 
there is a solid domestic political consensus. Its 
actions are increasingly relevant in a globalized 
and multipolar, or as some would say, non-
polar world. Brazil is not a traditional military 
power, although it is modernizing its armed 
forces and investing resources in managing 
transnational issues on its borders. Brazilian 
diplomats and historians regularly remind visi-
tors, and Brazilians themselves, that the last war 
Brazil fought was from 1864 to 1870, against 
Paraguay. The Brazilian state instead chooses to 
wield global influence through soft power, like 
diplomacy, economic investments, and social 
development. Its leaders are pushing to give 
the country new leverage in international rela-
tions, markets, and institutions. These venues 
include the United Nations; the Group of 20; 
the International Monetary Fund (IMF), World 

Bank, and Inter-American Development Bank; 
the grouping of emerging economies known 
as the BRICS—Brazil, Russia, India, China, 
and South Africa; a group of emerging demo-
cratic powers known as IBSA—India, Brazil, 
and South Africa; and new regional institu-
tions like Mercosur (a South American trading 
bloc), Unasur (the Union of South American 
Nations), and Unasur’s South American 
Defense Council (a body consisting of all of 
the continent’s defense ministers). The global 
public can expect to see more of Brazil in the 
coming years as it prepares to host major inter-
national events like the United Nations Rio + 
20 conference this year, the World Cup in 2014, 
the Copa America in 2015, and the Olympic 
Games in 2016.

Now in the second year of her first term, 
Dilma Rousseff is the first woman president of 
Brazil. Her predecessors, President Luiz Inácio 
Lula da Silva (Lula) and before him President 
Fernando Henrique Cardoso, oversaw nearly 
fifteen years of democratic consolidation and 
economic stabilization. With a focus on market-
oriented macroeconomic policies, their gov-
ernments helped stabilize the currency, bring 
inflation under control, increase capital inflows 
to the country, strengthen the banking and 
financial sectors, and make the transition from 
an import- to export-led economy. At the same 
time, the state continues to play a significant 
role in the economy. Brazil benefits from a 
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vast stockpile of raw materials, including iron, 
uranium, soybeans, beef, wood, cane sugar, and 
coffee—global commodities fueling growth. 
The country is trading like a global heavy-
weight, too. China and the United States are its 
top commercial partners, and last year Brazil’s 
exports totaled $202 billion, ending the year 
with a trade surplus.

Brazil’s economy is now valued at $2.5 trillion. 
It is home to the third largest stock exchange 
in the world. The economy grew more than 
7 percent in 2010. And though growth was 
less in 2011, about 3 percent, the government 
dedicated much of the year to implement-
ing cautionary fiscal and monetary measures 
intended to lower inflation, reduce government 
expenditures, maintain healthy credit flows, 
and protect the economy from external finan-
cial instability. As a result, Brazil has weathered 
recent economic instability around the world 
relatively well—a notable contrast with the 
financial ruptures in the United States, Greece, 
and the Euro zone, for example. 

Within the developing world, meanwhile, 
Brazil has become a model for globalization 
with a social conscience. At home, Brazil’s 
economic expansion and political consensus 
to invest in social programs has translated 
to impressive social gains as the government 
embraces a concept of inclusive growth—with 
programs aimed at addressing perennial social 
problems like income inequality, poverty, 
unemployment, malnutrition, and illiteracy. 
President Lula launched Bolsa Familia (Family 
Allowance), a highly successful conditional 
cash-transfer program based on school atten-
dance and regular medical checkups for chil-
dren. Other initiatives like the Fome Zero 
national hunger campaign, subsidized loans for 
housing, and increases in the minimum wage 
are improving social conditions. An estimated 
30 million people have been lifted out of pov-
erty in the last decade, and the poverty rate has 
been reduced by almost half. Inequality has 
likewise decreased. The greatest and fastest-
paced increase in incomes is occurring among 
Brazilians in the middle class. Brazil’s GDP per 

capita is now twice as high as it was ten years 
ago. As the middle class has grown in size and 
prosperity, an important new consumer base is 
giving fuel to the domestic economy, as more 
and more Brazilians buy homes, cars, mobile 
phones, computers, and televisions.

With these economic and social achieve-
ments under its belt, and in order to make 
them sustainable long-term, Brazil’s foreign 
policy agenda has become more robust, build-
ing space for itself and other emerging powers 
in international institutions. President Lula, 
while demonstrating Brazil’s historically con-
sistent foreign policy independence from the 
United States, increased Brazil’s footprint in 
several budding regional institutions, includ-
ing Mercosur, Unasur, the South American 
Defense Council, and the Community of Latin 
American and Caribbean States. Within the 
Group of 20, Brazil has coordinated its actions 
with a coalition of emerging powers, especially 
on issues like trade and climate change, while 
also working with the original Group of 8 coun-
tries. On international financial architecture, 
Brazil is especially vocal about expanding vot-
ing rights for itself and others at the IMF and 
World Bank. The IMF loaned Brazil $20 billion 
in 2003 to help the country manage a domestic 
financial and debt crisis. Brazil paid back the 
loan ahead of expectations in 2005. Only a few 
years later—with financial crises consuming the 
United States and other parts of the world—
Brazil announced that it would lend $10 billion 
to the IMF to help make credit more readily 
available for countries in trouble. 

Among Brazil’s foreign policy priorities is its 
bid for a permanent seat on the UN Security 
Council. Brazil argues that the Security Council 
currently represents an outdated postwar global 
order, which weakens the legitimacy and effec-
tiveness of the body’s decisions. Brazil’s case 
for a permanent seat stands out for reasons 
well beyond its dominant position in South 
America: Brazil is the continent’s largest in 
terms of territory, population, and economy. 
Unlike India, another BRIC contending for a 
permanent seat, Brazil renounced its military 



nuclear program decades ago and signed on to 
the Nuclear Nonproliferation Treaty. Brazilians 
have participated in numerous peacekeeping 
missions since the return to democratic rule 
nearly thirty years ago. Brazil currently leads the 
UN peacekeeping mission in Haiti, which it has 
done since 2004, although a gradual withdrawal 
has begun. Following the 2010 earthquake, its 
government committed hundreds of rescue 
workers and millions in additional relief funds 
to Haiti. Brazil has also demonstrated inde-
pendence from other members and traditional 
powers within the UN. Holding one of the 
rotating seats on the Security Council in 2010 
and 2011, Brazil on several occasions coordinat-
ed with non-permanent members, BRICS and 
IBSA countries to block or slow UN actions sup-
ported by the United States and Europe—nota-
bly on resolutions regarding Libya and Syria.

Brazil is likewise carving its own voice on 
international matters like human rights. This is 
especially true under President Rousseff, herself 
a torture survivor from the days of military rule 
in Brazil. She has put her capital behind impan-
eling a truth commission on the dictatorship. 
She strongly condemned the case of an Iranian 
woman sentenced to death by stoning, and last 
year authorized Brazil’s vote in favor of a UN 
special investigator on human rights in Iran. 
Against considerable domestic pressure, she is 
leading a policy of engagement in Cuba, includ-
ing on human rights. Advancing a concern that 
the UN intervention in Libya rapidly morphed 
into a program of regime change, President 
Rousseff and Brazilian Foreign Minister Antonio 
Patriota argue that the international community 
must take collective responsibility to assure that 
the civilian cost of “responsibility to protect” 
humanitarian interventions does not exacerbate 
the crises such actions are intended to mitigate. 
The concept, “responsibility while protecting,” 
makes the case for humanitarian interventions 
only when guided by a sequence of checks and 
balances to minimize the human costs of the 
use of military force. The proposal positions 
Brazil as a mediator between the United States, 
Europe, and countries like Russia, China, India, 

and South Africa, which have objected to the 
scope of UN-led interventions. More broadly, 
Brazil’s objective is to use its voice to reform 
and modernize the international system to more 
democratically reflect the weight and views of 
emerging powers. 

Across the Atlantic Ocean, in Africa, Brazil 
has deepened diplomatic relations and eco-
nomic ties—much to the credit of President 
Lula’s push to build a “South-South” agenda. 
Lula made eleven official visits to Africa, travel-
ing to twenty-five countries on the continent—
more than any previous president or other head 
of state among the BRIC countries. Brazil now 
has embassies in thirty-four African countries. 
Through the transfer of capital, technology, 
skills training, and research, Brazil is breaking 
fresh ground in the approach to international 
aid and development in Africa. Brazilian mul-
tinationals and government agencies are work-
ing together with local communities on biofuel 
initiatives, technology exchanges, mining, food 
security, and agriculture. Embrapa África, along 
with the Brazilian Agency for Cooperation 
(Brazil’s USAID equivalent), has personnel 
stationed in Ghana, Mozambique, Senegal, 
and Mali to coordinate food security pro-
grams. Brazilian construction firm Odebrecht 
is today the largest private-sector employer 
in Angola with ventures in food and ethanol 
production, factories, and supermarkets. The 
Brazilian government, inspired by a project 
that began in 2007 between Brazil and Ghana, 
helped launch a cooperation program in 2009 
to facilitate exchanges between Brazilian and 
African experts on social development policies, 
such as the Bolsa Familia program and HIV/
AIDS prevention and treatment. The expanded 
efforts are paying off: Brazilian trade with Africa 
reached $20.6 billion last year—four times the 
amount just ten years ago (as context, Chinese 
trade with Africa amounted to $150 billion in 
2011). Likewise in matters of food security, 
Brazil not only exports major foodstuffs, but 
also its tropical agriculture know-how. And one 
of the founders of Fome Zero today leads the 
UN Food and Agricultural Organization.
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Brazil’s global portfolio coincides with chang-
ing regional dynamics within the Americas 
as well. With US interests more immediately 
focused in the Middle East and at home, 
there has been a hemispheric shift away from 
the traditional diplomatic dominance of the 
United States, at least since 9/11. Brazil shares 
boundaries with ten of the twelve countries in 
South America, and it is wielding influence 
through increased diplomatic, commercial, 
and financial participation with its neighbors. 
Between 2000 and 2009, Brazilian trade with 
Mercosur countries rose 86 percent, its trade 
with Andean partners grew by 253 percent, and 
its trade with Mexico increased by 121 percent. 
Brazil’s National Development Bank (BNDES), 
which was founded sixty years ago to expand 
domestic industry and infrastructure, is now 
financing development and infrastructure proj-
ects well beyond the heartland. In Peru, the 
bank has invested in a hydroelectric plant. In 
Bolivia, the bank is financing natural gas pro-
duction. In Ecuador, the bank is financing con-
struction of highways, waterways, and airports. 
Brazilian investment is beginning to pour into 
Colombia’s mining, energy, and agriculture 
industries as well. And in Cuba, the bank has 
invested in the infrastructure giant Odebrecht’s 
renovation of the seaside port of Mariel, which 
once complete is expected to modernize Cuba’s 
capacity for maritime commerce and Brazil’s 
trade in the Gulf of Mexico and Caribbean 
Basin. To put these investments in context, in 
2010, overall BNDES disbursements reached 
more than $100 billion, exceeding both those 
of the Inter-American Development Bank and 
the World Bank. Moreover, these investments 
are helping Brazilian companies that have 
been charged with carrying out many of these 
regional projects—like Odebrecht and mining 
company Vale—become international giants.

The presidents of the United States and 
Brazil have acknowledged the need to renew 
a bilateral relationship that incorporates these 
altered regional and global realities. Indeed, 
the two countries are in many ways quite similar: 
both are multiethnic and multiracial, resource-

rich, relatively young democracies with excep-
tionalist views of their respective histories. The 
personal relationship between Presidents Lula 
and George W. Bush was excellent, and their 
successors say they want to forge similarly close 
ties. President Obama visited President Rousseff 
in Brazil in early 2011 at a time of heightened 
tensions in the Middle East and military action 
in Libya, which underscored the United States’ 
seriousness about improving relations with 
South America’s fastest rising power. President 
Rousseff will travel to Washington in April this 
year. The two presidents have also signed agree-
ments to advance cooperation on biofuels, 
defense, peacekeeping and nonproliferation, 
civil aviation and space, innovation, science and 
technology, educational exchange, and food 
security.

One field especially ripe for US-Brazil coop-
eration is energy. Together, Brazil and the 
United States produce more than 80 percent 
of the world’s ethanol supply. Last year, Brazil 
for the first time needed to import US etha-
nol to meet domestic energy demands, largely 
because of growing vehicle usage and fuel con-
sumption within its expanding middle class. 
Brazil is working to narrow this deficit and 
expects to increase ethanol production to 400 
million barrels by 2019. Meanwhile, the US 
tariff on imported ethanol and its tax credit 
for domestic ethanol producers expired at the 
end of 2011, meaning that US markets are now 
open to Brazilian ethanol.

Brazil is also well on its way to energy 
independence—much of it from clean fuel 
sources. Renewable resources supply almost 50 
percent of the country’s clean energy matrix. 
Hydroelectric dams generate roughly 75 per-
cent of the country’s electricity. And about 50 
percent of vehicles in Brazil run on sugar-based 
ethanol fuel blends. The country is also work-
ing on plans to tap massive oil reserves, known 
as the pre-salt reserves, which were discovered 
several years ago buried off the coast of Rio de 
Janeiro. The fields are estimated to hold some 
30 to 80 billion barrels of oil. Brazil’s state 
oil company, Petrobras, is one of the world’s 



largest oil companies by market value and has 
operations in 27 countries. With the new pre-
salt reserves, the company expects to produce 
5.4 million barrels of oil per day by 2020, which 
would make Brazil one of the top ten energy 
producers in the world. As the United States 
seeks further development of its own renewable 
sources and diversification within its energy sec-
tor, it may find advantages to partnering with 
Brazil, with obvious political benefits for policy 
makers facing an American public increasingly 
leery of rising gas prices and their country’s reli-
ance on Middle Eastern oil.

Brazil’s immense territory is also rich in 
natural resources, much like the United States. 
Brazil is home to 18 percent of the world’s 
available fresh water. More than 20 percent of 
the world’s oxygen is produced in the Amazon 
rainforest. But both countries face significant 
environmental and economic consequences as 
a result of global climate change. The United 
States is the second largest emitter of green-
house gases in the world and accounts for about 
16 percent of global emissions. Brazil is the 
fourth largest emitter and contributes about 7 
percent of global emissions. Deforestation of 
the Amazon rainforest, though generally on 
the decline, remains the main source of Brazil’s 
greenhouse gas emissions. 

The environmental problems presented by 
climate change are nonetheless perceived dif-
ferently in both countries. One in every two 
Brazilians say the environment is their top 
concern, and the vast majority of the citizen-
ry, 90 percent, believe global climate change 
is a serious concern. This is nearly double 
the number of Americans who hold a similar 
view. The Brazilian government has responded 
accordingly, leading many emerging countries 
in setting standards to reduce their contribu-
tions to global climate change. Following the 
Copenhagen Accord in 2010, Brazil submitted 
to the UN a voluntary emissions-reduction plan 
codified in Brazilian law through the establish-
ment of a National Policy on Climate Change. 
This plan proposes to reduce Brazil’s emis-
sions some 36 to 39 percent by 2020. Reducing 

deforestation in just two regions, the Amazon 
rainforest and the woodland Cerrado plains, 
is expected to account for more than 60 per-
cent of the proposed reductions. If Brazil fully 
implements the plan, greenhouse gas emissions 
are projected to drop about 1.7 billion metric 
tons, about the level of emissions in 1994.

While Brazil’s ambitions on climate change 
are laudable, the practical realities of carrying 
out the emissions reduction plan reflect many 
of the challenges facing US policy makers, who 
also represent diverse environment, economy, 
and agriculture interests at home. Brazil’s cli-
mate change goals compete with other govern-
mental priorities, like the expansion of trade, 
poverty reduction, and economic development. 
Reducing deforestation in the Amazon com-
petes with large-scale hydropower development 
and construction of transcontinental highways 
to link Brazil’s interior with the Pacific Ocean. 
Reductions in emissions as a result of land 
usage compete with Brazil’s growing agricultur-
al sector and expanding biofuels activities. The 
upcoming UN Rio +20 conference this year in 
Rio de Janeiro presents a chance for dialogue 
on these and other sustainable development 
matters.

Recent history has shown that if the United 
States does not deepen its partnership with 
Brazil, others will. Nowhere is this clearer than 
in the relationship China has forged with Brazil. 
Last year, Brazilian trade with China surged to 
$77.1 billion, outpacing trade with the United 
States. China invested $17 billion in Brazil in 
2010, making it Brazil’s largest foreign inves-
tor that year. China is investing in ports, rail, 
energy, reactors, mining, iron, steel, oil, and 
transportation. The upcoming World Cup and 
the Olympic Games are drawing in more invest-
ments, particularly for infrastructure projects. 
Chinese products are targeting Brazil’s expand-
ing consumer class. Brazil, meanwhile, has 
discovered soaring demand in Chinese markets 
for their soy, oil, and iron exports, among other 
raw commodities. 

The Rousseff government nonetheless 
understands that its relationship with China 
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presents major strategic hurdles, which should 
resonate with the United States. Both countries 
are concerned about currency manipulation 
and China’s undervalued yuan. Brazil believes 
China is engaging in a “currency war” that 
drives up the price of Brazilian products and 
creates an unfair advantage for goods produced 
in China and other countries. Brazil also wor-
ries about the domestic consequences, espe-
cially to Brazilian manufacturing, of a trading 
relationship that relies so heavily on raw mate-
rial exports. In 2009, for example, the industrial 
sector share of Brazil’s GDP fell to 15.5 percent, 
the lowest figure since 1947. Brazil and the 
United States therefore each approach China 
carefully, balancing factors that they perceive to 
be both beneficiary and competitive. 

The United States and Brazil likewise face 
similar domestic challenges: investments in the 
building blocks of global competitiveness, such 
as infrastructure, innovation and education, 
are paramount.  President Rousseff’s signature 
long-term investment in human capital, called 

Science Without Borders, is an ambitious pro-
gram aimed at sending 75,000 Brazilian col-
lege and graduate students to study abroad 
through 2015. The first group of 600 students 
is already studying on American campuses, and 
this number will increase. Beyond the size of 
the US market, Rousseff views the American 
capacity for dynamism, creativity, flexibility and 
openness, and American leadership in science, 
technology and innovation, as the key attributes 
making the United States a necessary, indeed 
strategic partner for Brazil. As the two societ-
ies continue to connect—language training 
and American study abroad in Brazil will be 
essential—it might well be time to redefine the 
concept of “special” relationship. The United 
States and Brazil will not have the kind of old-
fashioned twentieth century alliance of the past. 
But for two hemispheric democracies of conti-
nental size and global interests, there are more 
than sufficient arenas in which their interests 
will increasingly align and present advantages 
that can frame a special, albeit not exclusive, 
strategic partnership. 
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As a multiethnic democracy, Brazil shares 
basic values with the United States. It defends a 
rule-based structure to regulate conflicts at the 
international level, as an alternative to power 
politics, and asserts the need for world institu-
tions that adequately represent each country’s 
capacity to influence global political affairs. It 
sees this as a condition to make global gover-
nance legitimate, which is necessary to manage 
social affairs in a deeply interdependent world 
that changes fast. Since current institutions 
embed Western values such as the rule of law 
and democracy, the centrality of individuals 
in social affairs, and the consensus on offering 
equal opportunities to all, it works for improve-
ments in this order. It fears that the high level 
of inequalities and the general sense of injus-
tice threaten the fundaments of the current 
order, which has served global affairs—and US 
interests above all others—so effectively since 
World War II.

Brazil does not see itself as a country whose 
role should be restricted to South America. 
Hence, the implications of its econom-
ic and political rise go beyond the Western 
Hemisphere. It reaches other developing coun-
tries, particularly in Africa, and the politics 
inherent in the global institutions that shall 
manage interdependent economies affected by 
the rapid flows of information, values, riches 
and persons. At the regional level, it presents 
itself as a stabilizer. After over 140 years with-
out wars with its 10 neighbors and good dip-

lomatic relations with all countries on earth, it 
presents a behavior that may be considered an 
asset in world politics. Indeed, Brazil considers 
itself capable of solving differences through 
constructive negotiation, empathy and respect 
for different values, and creativity. Simply put, 
Brazilians believe that it is possible to build a 
global public sphere based on Western values 
if only governments could be more tolerant of 
differences and prone to produce lower levels 
of inequalities.

Since the US turned its attention to other 
parts of the world, following the 9/11 terror-
ist attacks, Brazil filled the political gap in 
South America and, considering Haiti, in the 
Caribbean. It asserted its positions in favor of 
enhancing South American countries’ capacity 
to solve their own problems without closing the 
door to the US. Because it has grown on a more 
sustainable basis and its economy represents 
over half of the region’s GDP, Brazil’s perfor-
mance has raised eyebrows among many neigh-
bors, but so far it has managed to promote 
regional integration while addressing specific 
demands of poorer countries with a clear sense 
of its interests in the long run. Beneath the 
official discourse of solidarity lies the realiza-
tion that the country may not sustain its growth 
in the long run if its neighbors do not follow. 
And if South America becomes an integrated 
economic and political space, opportunities for 
growth may increase exponentially.

This text presents the most important chang-
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es Brazil has experienced in the last decades 
and discusses their implications for the coun-
try’s position in world affairs. Its sections focus 
on the domestic changes and on the challenges 
Brazil currently confronts. The final comments 
highlight aspects of US-Brazil relations requir-
ing particular attention in the years to come.

The rise of Brazil as an economic power: 
context, policies and investments

Taking a historic perspective helps in under-
standing Brazil’s recent rise as an econom-
ic power. Three main processes explain the 
robustness of the country’s positive perspectives 
in the long run: the stabilization of the econ-
omy and the consolidation of sound political 
institutions and practices; the increase in social 
cohesion and the reduction of inequalities; and 
its significant performance in key sectors of the 
world economy. 

The effective implementation of the Real 
Plan2 in the mid-1990s left in the past over one 
decade of heterodox economic experience 
and put on center stage Brazil’s major chal-
lenge: reducing social inequalities. It helped 
set the scene for long-term economic growth, 
which became a political consensus in a solid 
democracy that has known both the benefits 
associated with prosperity and the dramas that 
may result from political and economic adven-
tures. Since 1995, Brazil’s inflation has met 
the annual target set by the Central Bank, now 
at 4.5%. Since 2009, it has shown sustainable 
one-digit real interest rates for the first time in 
a generation—a stark contrast with the early 
1990s, when democracy was a project and infla-
tion rates reached 90% per month. The eco-
nomic crises of the mid- and late-1990s imposed 
fiscal discipline and allowed for the adoption of 
highly prudential norms and regulations in the 
financial sector, which shielded the Brazilian 
economy from the negative impacts of the cur-
rent global economic downturn. 

Brazil learned—the hardest way—the impor-
tance of stable political institutions for sus-
tained economic growth, which can only take 

place in a context of social cohesion. Ideas of 
fairness and social inclusion now help enhance 
this cohesion. In the search for offering equal 
opportunities to its citizens, Brazil has improved 
its education system. At the political level, for-
mer President Lula used his congressional 
basis to bar a bill intending to change the 
Constitution in order to create the possibility of 
a third consecutive term, reinforcing the bet on 
stability. He did so with over an 80% approval 
rating in polls and lacking a charismatic candi-
date to run for his Party. Hardly a consensus in 
South America, respecting rules and allowing 
for the possible alternation of power was seen 
as an instrument to consolidate democratic 
institutions.

Having recorded the greatest average nomi-
nal GDP growth through the 20th Century, 
Brazil failed to take the long view. Fluctuations 
in its economy were so steep that analysts used 
to say that it was “and always would be” the 
country of the future. The joke no longer holds. 
Stability brought long-term investments, which 
reinforce positive perspectives and engender a 
virtuous cycle. Coping with social inequalities 
became a political priority.3 With increases in 
the minimum salary and social policies, the 
government expanded the demand for goods 
and services. Over 50% of the population, 100 
million citizens, are now middle class, bringing 
the GDP per capita to over $13,000 in 2012, 
up from roughly $3,000 in 2002.4  As a result, 
Brazil’s Gini coefficient5 fell from 0.63 in 1989 
to 0.53 in 2011. Among the BRICS (Brazil, 
Russia, India, China and South Africa), it alone 
has been able to maintain economic growth 
while reducing social inequalities.

The focus on reducing inequalities serves 
moral, political and economic purposes. In 
the last 20 years, roughly 40 million Brazilians 
(more or less the population of Argentina) 
started to consume. From a macroeconom-
ic standpoint, they function as an engine of 
growth. At current rates, Brazil is the world 
6th largest economy. In 2011, having achieved 
investment grade, it was a creditor to the rest of 
the world, with a net public debt at 37% of its 
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GDP (down from roughly 62% in 2002), and 
received the 4th largest flow of Foreign Direct 
Investment in the world. In the same year, its 
stock market ranked 9th in terms of domestic 
equity market capitalization.

The Brazilian economy shows comparative 
advantages in key economic activities. Brazil is 
the world’s largest producer of orange juice, 
coffee, sugar, poultry, meat, and niobium (a 
chemical element used in the production of 
special steel), ranking among the largest 3 
in cereals, ethanol, bauxite, and iron ore. It 
produced over 163 million tons of cereals in 
2011, when it overcame the US as the largest 
world exporter of soybeans. In the same year, 
Brazil ranked 6th in the production of cars, 
with over 3.4 million units. Brazilian firms are 
key in sectors such as beverages (Inbev), com-
mercial airplanes (Embraer) and Mining (Vale, 
Petrobras). And Brazilian firms prosper in 
banking, software and energy.

Several industries are poised to grow more, 
particularly in the sectors in which the country 
has comparative advantages and in those focus-
ing on the rising middle class. Among them, 
oil is paramount, due to the discovery of the 
pre-salt reserves (estimated at over 8 billion 
barrels) that may turn Brazil into one of the 
top 12 oil producers by 2025. Petrobras plans 
to invest over $73 billion between 2011-2015 
in the pre-salt alone, from which it expects to 
extract over 1 million barrels of oil per day in 
2017, reaching 1.8 in 2020. Complex as it is, 
the exploration of deep-water oil tends to cre-
ate more value to the country’s economy than 
the exploration of oil itself. Achievements in 
the fields of research and development (R&D) 
and innovation, in tandem with the plethora of 
services necessary to consolidate this segment 
of the oil industry (in which Brazil is already 
vanguard), imply developing capacities that will 
spill over to other economic sectors.

Public investments started to focus on infra-
structure for different reasons: inefficiencies 
have prevented greater economic growth and 
imposed costs that have dissuaded further 
investments in other sectors; the great sports 

events in the near future6 gather public sup-
port to pay for improvements; and the excess 
liquidity in world finance provides financial 
arrangements that favor long-term investments 
in an economy that is prone to accelerate its 
rate of growth.

Simply put, Brazil set the political and macro-
economic conditions to increase its prosperity. 
Through time, political elites understood the 
need to reduce social inequalities and fixed a 
clear sense of direction regarding the priorities 
for the near future: education, health, innova-
tion, and infrastructure. This presents Brazil 
with important challenges in the near future.

Challenges that Brazil has to confront to 
achieve its rapid economic growth

Brazil faces six main challenges to achieve 
and sustain its economic growth with accept-
able levels of stability. At different levels all 
countries face them as well. Hence, struc-
tured cooperation is needed to produce effec-
tive responses. Improving global governance 
appears as the most internationalized endeavor, 
since it requires concerted action. Reducing 
inequalities is the least. Between these extremes 
lie managing citizens’ expectations; promoting 
innovation; and combating corruption. This 
text briefly presents them from the least to the 
most internationalized one. A sixth challenge 
is so important that it will be considered in the 
end: avoiding greater disparities between South 
American countries while promoting regional 
integration.

Inequalities have become politically unsus-
tainable worldwide. By market exchange rates, 
the richest quintile of the world population 
enjoys 83% of total income, while the poorest 
quintile retains 1%. Under Purchasing Parity 
Power (PPP),7 perspectives improve modestly: 
the richest 20% retains 70% of total income 
while the poorest enjoys 2%.8 A Los Angeles 
Times headline captures the new mood: “Six 
Wal-Mart heirs are wealthier than US’ entire 
bottom 30 per cent,”9 regarding an issue that 
may play a critical destabilizing role with the 
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coming elections in many countries.
Brazil runs against current trends on this 

issue. It enters 2012 with an increase of over 
14% in the country’s minimum wage, with an 
inflation rate of 6.4%. For the near future, its 
perspectives are quite sound: by law in the next 
4 years adjustments in the minimum wage shall 
correspond to the variation of the inflation rate 
plus the country’s GDP growth. Inequalities will 
thus fall more rapidly, creating good expecta-
tions among citizens. Indeed, Brazil has bridged 
the gap between its citizens’ expectations and 
the possibilities of its economy. There is a long 
way to go, but people expect better times.

Worldwide, interdependence and the easy 
access to information helped redefine the polit-
ical equation between citizens and their govern-
ments, favoring the former. Ideas of fairness 
and justice took center stage. Brazil’s calls for 
an international order that is more stable and 
perceived as more just are in tune with these 
feelings and grounded in real deeds.

Such deeds result from public policies that 
encourage citizens to engage in constructive 
work, instead of revolting, and address people’s 
expectations. This pushes citizens towards tak-
ing more responsibility to build a better future 
for their children and for themselves. Lacking 
the means to realize these intentions immedi-
ately, the country invested in education (univer-
sal education took place roughly 15 years ago) 
and R&D. Brazil has formed a new generation 
of PhDs and masters who are now in charge 
of educating the young. In 2011 over 11,000 
citizens received their PhDs, almost 8 times 
more than in 1990. The country now ranks 
13th in scientific publications (it ranked 30 a 
decade ago), ahead of the Netherlands, Russia 
and Taiwan. In the period 2005-2009 Brazilians 
published roughly 2.3% of the world scientific 
papers, quadrupling its average in the period 
1988-1992.10 Among the BRICS, its scientific 
production reached a close second to China in 
terms of impact in the same period.

Public universities concentrate the produc-
tion of knowledge, but there are improve-
ments across the board. Between 2001 and 

2010, enrollment in Brazilian universities more 
than doubled, reaching 6.3 million students 
(roughly the population of Paraguay), most of 
whom attend private institutions. Universities 
started building global networks for research, 
encouraged by the government, which recently 
launched a program that may send 100,000 stu-
dents abroad until 2014, inaugurating a partner-
ship with the private sector, responsible for ¼ of 
the scholarships. To put this in perspective, in 
2011, Brazil sent approximately 5,000 students 
abroad. The private sector finally understands 
that investments in R&D are no longer an 
option. Many firms have their own universities, 
and those at the cutting edge in their industries 
created research centers.

Difficult as it is—being highly competitive—
efforts in R&D have already produced innova-
tions that project Brazilian businesses abroad. 
The one challenge that is hard to overcome is 
reduction in the level of corruption. Despite 
recent improvements, particularly a law that 
prevents politicians convicted of corruption to 
run for any position (which resulted from a 
popular initiative), Brazil still ranks 73 in the 
index published by Transparency International. 
Still, this puts it ahead of China (75), India 
(95) and Russia (173). Recently the President 
fired several ministers whose behavior was ques-
tioned by public opinion, and the judicial 
branch started to work on improving its own 
standards. Being the bottleneck of this issue in 
Brazil, this creates hope for better performance 
in the future.

In this context, no country would be able to 
combat corruption without serious coopera-
tion, given the interconnectedness of financial 
systems and the possibilities to operate offshore. 
This is only one dimension of the global gover-
nance agenda, whose reform Brazilian authori-
ties have emphatically called for in recent years. 
Its position in regard to the reform of interna-
tional organizations, mainly the United Nations 
(UN), is well known. Brazil often frames its 
position in terms of rendering international 
institutions more representative of the current 
global distribution of power, instead of main-



25

taining privileges that reflect the state of world 
affairs half a century ago. Failing to do so will 
probably render these institutions meaningless. 
More recently, Brazil stressed the need to raise 
the “awareness on the importance of associat-
ing development to the security strategies we 
conceive towards sustainable peace.”11  

Unlike the US, Brazil tends to confer greater 
autonomy to structured political networks, par-
ticularly the UN, where states reach consensuses 
on joint actions towards common challenges. It 
tends to consider the political processes con-
ducted in these structured networks as equally 
relevant to those that traditionally characterize 
state-to-state dynamics. In this context of inter-
dependence, governments have their room to 
maneuver reduced and start to face greater 
pressure from their citizens. Indeed, on the 
one hand, firms now have greater autonomy to 
choose where to make their investments, creat-
ing jobs, paying taxes, and improving local eco-
nomic conditions—which they do in exchange 
for tax reductions and other side payments that 
may help increase their profits. On the other 
hand, citizens have greater access to informa-
tion and press their governments to offer them 
the best public services available. Markets need 
appropriate regulation, notwithstanding the 
lack of consensus regarding the essence of this 
regulation. Besides restructuring international 
organizations, Brazil aims to help conclude the 
Doha Round of the WTO and establish effective 
regulation against money laundering. It consid-
ers these deeds as essential to combat corrup-
tion at home and criminal activities, including 
terrorism, abroad.

Brazil’s growing economic and political clout 
impacts its neighbors in different ways. Regional 
countries that previously disputed Brazil’s role 
of leadership, such as Mexico and Argentina, 
are now so entangled in their own domestic chal-
lenges that they hardly aim at projecting power 
in any significant way. Compared to Brazil, their 
economic capacity is limited, as Foreign Direct 
Investment flows illustrate. Countries such as 
Colombia, Peru, and Venezuela aim at deep-
ening their economic ties to benefit from the 

dynamism observed in—and projected to—the 
Brazilian economy. Smaller economies such as 
Paraguay, Chile, and Bolivia fear the unintend-
ed consequences of the processes observed in 
the largest regional economy which represents 
over half of the continent’s GDP.

South America became Brazil’s priority 
long ago, being the country’s condition. Huge 
investments in infrastructure by the National 
Economic and Social Development Bank gradu-
ally advanced the project integrating South 
American countries, opening room for Brazilian 
exports to exit through the Pacific Ocean. 
Created in 2008, the Union of South American 
Countries adopted the former Initiative for the 
Integration of Infrastructure in South America 
(IIRSA), which may invest over $75 billion in 
over 500 projects in the coming years. At the 
political level, the cautious reactions to what 
has been perceived by Brazilian public opinion 
as “aggressions,” by Bolivia with the occupation 
of Petrobras facilities in 2007, and by Paraguay 
with the renegotiation of the energy produced 
at the Itaipu dam to its profit, in 2010, consti-
tute evidence of the country’s determination 
to avoid confrontations. Any important move 
engenders unintended problems in the region, 
and particular sectors resist economic integra-
tion, but the way these problems have been 
addressed so far attest to improvements in cur-
rent relations with all countries. There will be 
ups and downs, occasionally tensions, but the 
general trend is positive.

Highlights in US-Brazil relations on trade 
and investment

For over one century, the US has been the 
main reference in Brazil’s foreign policy. Both 
countries share values, historical experiences, 
and worldviews that help structure construc-
tive relations that point to joint efforts towards 
building a rule-based international framework 
for global governance. Bilateral cooperation, 
proved in both world wars, led to high levels of 
trust between political elites. Long-term invest-
ments have entangled the destinies of these 
societies. However, priorities have changed for 
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both countries, whose governments now calcu-
late the extent to which their interests coincide. 
Overall, there is much room for collaborative 
work, particularly in sectors whose relevance 
has increased in both countries, such as educa-
tion, R&D, and clean energy, as well as enhanc-
ing global governance and preventing interna-
tional crimes. 

However, US participation in Brazilian for-
eign trade gradually dropped from a historic 
average of 24% to roughly 16%, having lost 
1st place to China in 2010 in the ranking of 
Brazilian trade partners after more than 80 
years. Besides improving current trade flows 
through reducing barriers and working on the 
agenda discussed above, coordinated invest-
ments in developing countries, enhancements 
in infrastructure, and serious efforts to reduce 
inequalities at the global level may function as 
catalysts to improve bilateral relations. 
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The United Nations Conference on 
Sustainable Development (Rio + 20, scheduled 
for June 2012, marking the 20th anniversary of 
the 1992 UN Conference on Environment and 
Development) is but one milestone in a chang-
ing role for Brazil on environmental issues 
nationally and internationally over the past 
four decades. At the Stockholm Environment 
Conference (1972), Brazil’s position was liter-
ally “please send us your pollution.”  By the time 
of the Earth Summit in 1992, the same diplo-
mat who uttered the memorable phrase was in 
charge of the largest gathering of heads of state 
in world history: a conference that produced 
the conventions on climate change and biologi-
cal diversity, created the Global Environment 
Facility (as a funding mechanism) and Agenda 
21 (a detailed action plan subsequently fol-
lowed although only partially implemented in 
many countries). 

In events and negotiations today, Brazil plays 
a pivotal role at the interface of the develop-
ing and developed nations. Brazilian science is 
very strong (e.g., it has its own remote sensing 
agency). Brazil has sophisticated environmental 
institutions and laws, civil society is robust, and 
public opinion is consistently pro-environment. 
At the same time, the sustained economic 
growth (especially in agriculture) inevitably cre-
ates environmental pressures. Brazil has natural 
areas of continental significance (the Pantanal), 
and of global significance (essentially two-thirds 
of the Amazon forest—an area roughly equal to 

two-thirds of the 48 contiguous US states). It is 
one of the so-called mega biodiversity countries 
of the world.

From a national perspective as well as from 
a global sustainable development leadership 
role, Brazil’s challenges and opportunities lie 
at the intersection of energy, climate change 
and biodiversity. Brazil has long been a leader 
in “clean” energy with most power generation 
from hydroelectric sources and as the pioneer 
of ethanol-fueled vehicles. The expansion of 
sugar cane production for the ethanol indus-
try in time could have impacts on ecosystems 
beyond the long deforested agricultural region 
where it is mostly grown at the moment. The 
dominance of clean energy could change as 
Brazil taps important oil and gas reserves in the 
Amazon and in deep coastal waters (although 
much of the production is intended for export). 

The demand for electricity is outstripping 
capacity (although there is plenty of room for 
improvement through efficiency) leading to a 
new spate of hydroelectric projects in sensitive 
places like the Amazon where there had been 
no further dam projects since some contro-
versial ones in the late 1980s. Some of these 
projects will affect indigenous lands, parks and 
other protected areas but have been contested 
in the courts.

Tropical deforestation contributes about 15% 
of global CO2 emissions annually, and Amazon 
deforestation has been a major component of 
Brazilian emissions over the years.  The cumu-
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lative deforestation was recently estimated to 
be 756,842 km2 (square kilometres), or about 
18.9% of the Brazilian Amazon. Importantly 
in the last years and in large part because of 
government enforcement efforts, deforestation 
has dropped dramatically to 6,451 km2 in 2011. 
The increased enforcement was in part due to 
international attention but it was also important 
for Brazil going into climate change convention 
meetings, such as Copenhagen in 2009.

Brazil has characteristically invoked sover-
eignty as an issue when feeling pressured on 
deforestation but the possibility of a carbon 
market and carbon payments, making standing 
forest more valuable, played an important role. 
In particular the governors of all of Brazil’s 
Amazon states signed a letter to President 
Lula prior to Copenhagen, which caused the 
Brazilian delegation to support not only REDD 
(Reduction in Deforestation and Degradation) 
but also REDD+ (which includes reforestation 
as well). While Brazil reserved the right to 
decide whether or not to join an eventual forest 
carbon payment system, this paved the way for 
forest carbon being the only really successful 
aspect of the Copenhagen and subsequently of 
the Cancun climate change conferences.

As part of forest carbon progress, in 2009 
Brazil accepted $1 billion from the government 
of Norway to assist reduction in deforestation 
($100 million/year). At the same time the 
Brazilian National Development Bank (BNDES) 
has been funding infrastructure projects (two 
Interoceanic highways, and a dozen or so hydro-
electric projects) principally in Amazonian Peru 
but also in Bolivia and Ecuador. As these will 
inevitably lead to deforestation at some point 
there will be a need for reconciliation about the 
Brazilian role in Amazon deforestation overall.

One of the remarkable aspects of the Amazon 
forest is that it generates a significant portion of 
its own rainfall. This was first established over 
30 years ago. Basically moisture-laden air comes 
into the Amazon from the tropical Atlantic, falls 
as rain, and then to a major degree is returned 
to the westward-moving air mass by evapora-
tion from the complex surfaces of the forest 

and transpiration of the trees. So much of the 
water is recycled until eventually it hits the high 
wall of the Andes. Then much of the moisture 
becomes rain forming the Amazon River system 
(20% of the world’s river water) and the rest 
is diverted northward and more importantly 
southward. This latter provides important rain for 
the rain-fed agriculture of Mato Grosso, western 
São Paulo and down into northern Argentina. 
A major portion of Brazilian agro-industry 
depends to a significant degree on the Amazon 
forest for rain. At some point deforestation 
can cause the Amazon hydrological cycle to 
degrade. One study suggested that such a tip-
ping point could occur at 40% deforestation.

Global climate models have suggested a 
tipping point that could lead to the southern 
and southeastern Amazon converting to savan-
nah vegetation. Were this to happen there 
would be a substantial release of carbon from 
the former forest to the atmosphere, in addi-
tion to massive biodiversity loss and major 
impact on the indigenous and other people of 
the region. The result came from the Hadley 
Centre (climate research organization in the 
United Kingdom) and was projected to occur 
at 2.5 degree increase in global average tem-
perature (Intergovernmental Panel on Climate 
Change, 2007). That model was subsequently 
refined to suggest the tipping point would be 
at 2.0 degrees. A more recent Hadley Centre 
model did not show much of a tipping point, 
but it definitely occurs with more complex 
modeling. The greatest drought in recorded 
history occurred in the Amazon in 2005 and 
was succeeded by yet a greater one in 2010. At 
minimum these droughts can be considered a 
preview of what could lead to Amazon dieback 
and could well be considered early signals.

It has long been obvious that fire also dries 
out the forest system. A World Bank study that 
appeared in 2010 modeled the effects of climate 
change, fire and deforestation together (previ-
ously each factor had been modeled separate-
ly). The result suggested that the tipping point 
could be at as little as 20% deforestation—wor-
risomely close to present levels. There seems 



to be some hesitation about accepting this 
result even though the Brazilian government 
accepted the report of the million-dollar World 
Bank study.

Two very obvious conclusions emerge from 
the above. One is the Amazon forest has to be 
managed as a system to maintain the hydrologi-
cal cycle, its contribution to continental climate, 
and to avoid a massive release of carbon from 
Amazon dieback. Second is that there needs to 
be an integrated plan for the Amazon as a whole 
and not separate ones for energy, for transporta-
tion, and natural resource management.

Obviously the above has implications glob-
ally for the climate system and biodiversity. It 
also has implications for South America. The 
Amazon Cooperation Treaty would seem to be 
an important instrument. Coming into exis-
tence in the 1970s, it was invigorated to become 
a force for sustainability in the last years of the 
Cardoso administration but subsequently lost a 
great deal of the momentum.

Brazil has nonetheless made enormous 
strides on the conservation side of the agenda. 
In particular with German funding through the 
G-7 Pilot Program for the Brazilian Rainforests, 
27% of the Brazilian Amazon is protected by 
demarcated Indigenous Reserves. The Amazon 
Region Protected Area (ARPA) project of the 
World Wildlife Fund, the government of Brazil 
and the World Bank is intended to increase 
strict federal protected areas to 10%. Together 
with all the other forms of protection at all lev-
els of government, about 50% of the Brazilian 
Amazon is under some form of protection. This 
of course is insufficient to protect the Amazon 
as a system, but current limits to development 
require 80% of the land to remain in forest.

Of particular concern at the moment is the 
effort by the Brazilian Congress to weaken 
some aspects of the forest code. The substan-
tial number of ruralista votes in the House 
of Deputies led to passage of legislation that 
would significantly weaken some provisions. 
The Senate produced only a somewhat better 
version. The House of Deputies is likely to take 

up the bill again in March. It is not clear what 
President Rousseff will do. She has both veto 
and line-item veto power. One option would 
be to couple signing whatever version with a 
major program in reforestation to build back 
the margin of safety for avoiding Amazon die-
back. Another element might be a program to 
improve productivity of agriculture on some 
lands in the region of Amazon deforestation. 
Currently ranching stocks one head per hect-
are. EMBRAPA, Brazil’s world-class agricultural 
research agency, has estimated that cattle pro-
duction could be doubled on half the land. This 
would be of great practical value but also would 
dispel the ruralista illusion that agricultural 
output can only expand by cutting more forest.

Interestingly there is a major push for refor-
estation in the Atlantic Forest region where 
something on the order of 7% of the original 
forest remains. Much of the land is seriously 
degraded and worth little for agriculture. A 
major alliance between forest product com-
panies and nongovernmental organizations is 
joined in a major reforestation initiative to 
increase both natural forests and plantation 
forests. The state of Espirito Santo devotes a 
portion of its oil revenues to the program which 
has increased forest cover to 15% of the state.

All this plays out as Brazil readies for Rio 
+ 20 in June and could potentially affect the 
outcomes. The main topics of the conference 
are energy, green economy and environmental 
governance. The first topic is directly linked to 
climate change, but it is not clear to what extent 
biodiversity will receive much attention. Of 
the three planetary boundaries that have been 
transgressed in the Stockholm Environment 
Institute’s analysis, the biodiversity transgres-
sion far exceeds that of climate change and 
nitrogen.

What is clear but not widely recognized 
is that the Amazon needs to be managed as 
a system. A natural question follows:  Does 
the planet need to be managed not just as a 
physical system but as a linked biological and 
physical system of which the Amazon is a criti-
cal piece? It is becoming increasingly clear that 
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a two-degree increase in global temperature 
will be disastrous for ecosystems and yet, if the 
warming is to stop at two degrees, global emis-
sions have to peak in 2016.

What to do? It turns out that close to half 
the excess CO2 in the atmosphere comes from 
the destruction and degradation of ecosystems 
(deforestation, degradation of grasslands and 
grazing lands, loss of carbon from the soil of 
agro-ecosystems) over about three centuries. 
A significant amount of that (equivalent to 

50 parts per million of CO2) could be drawn 
out of the atmosphere over 50 years through 
ecosystem restoration at a planetary scale—
essentially managing the planetary system to 
lower the amount of potential climate change. 
Notwithstanding the difficulties in the United 
States in addressing climate change and in 
Brazil with the forest code, Brazil and the US as 
two geographically large powers could become 
leaders in such a transition.
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São Paulo’s Innovative Solutions to Urban Transportation Challenges  

Remarks by Joseph Ryan, ClimateWorks Foundation   

Roundtable Discussion

Brazil’s Energy Story: Insights for US Energy Policy 

José Goldemberg, former Secretary of the Environment, Brazil
Commentator:  Joseph Ryan, ClimateWorks Foundation

 Brazil has an intriguing, multi-faceted story to tell about domestic energy policy.  The country is 
poised to begin drilling offshore in some of the deepest wells anywhere to tap a large find of oil.  This 
is likely to position the country within a few years as a major exporter, underscoring a shift in global 
oil and gas production to the Western Hemisphere.  At the same time, with flex-fuel cars that can 
use gasoline or ethanol produced domestically from sugarcane, Brazil is leading the way in scaling 
up alternative fuels, helping insulate the country from oil price shocks and supply disruptions.  Of 
particular interest to US policy makers is the narrative behind ethanol, which the last two US energy 
laws mandated be blended with gasoline.  (In contrast to Brazil, however, the United States relies 
chiefly on corn to make ethanol, which has numerous policy, economic, and environmental impli-
cations.)  In pursuing alternative fuels for transportation, the United States, which is almost wholly 
dependent on petroleum for mobility, has much to learn from Brazil about that country’s embrace 
of alternative fuels and the hurdles that were overcome to realize this fuel’s full potential. Although 
the advent of electric vehicles unites policies governing transportation and electricity generation, for 
the most part electricity supply in Brazil, as elsewhere, presents a different set of challenges.  The 
country relies on hydropower to supply more than three-quarters of the country’s electricity output, 
and has plans for more large facilities even though the most advantageous sites for hydropower are 
already developed.  Moreover, severe droughts in 2005 and 2010 reduced output from this energy 
source and raised the specter of additional strains on supply if the country’s water resource patterns 
shift in response to climate change or the destruction of the Amazon forest.  Consequently, Brazil 
is trying to diversify the country’s power portfolio.  One thrust is to restrain growth in demand by 
accelerating efforts to improve efficiency in its buildings, as well as by looking at new supply options, 
including wind power.  The country also has uranium resources that could facilitate the expansion of 
nuclear energy at home or be exported to other countries.  Like many countries, Brazil also appears 
to have shale gas deposits as yet untapped.  

Energy Security: The Brazilian Experience
and Implications for US Policy

AGENDA

March 30-April 4, 2012
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•	 With	what	policies	and	safeguards	will	Brazil	develop	its	offshore	oil	resources?		How	will	these	oil	
reserves affect Brazil’s transportation policy?

•	 Why	did	Brazil	pursue	alternative	fuels,	especially	ethanol?		Which	crops	offered	the	most	poten-
tial and why?  What were the major measures, policies, and incentives that drove this achieve-
ment?  How were they financed?  How does the country handle production and distribution of 
alternative fuels?  What are the infrastructure needs?  

•	 What	is	Brazil’s	experience	with	hydropower?		What	are	the	potential	limitations	or	constraints	on	
this source of electricity generation?

•	 What	is	the	potential	for	efficiency	improvements	to	curb	growth	in	electricity	demand?		How	is	
the country pursuing this potential?

•	 What	experience	has	Brazil	had	with	respect	to	renewable	energy	like	wind,	solar,	tidal,	geother-
mal, and other sources?

•	 What	is	Brazil’s	policy	with	regard	to	nuclear	power?		How	important	a	source	is	it	projected	to	
be?  Is there public support?  How is waste dealt with?  How has policy changed in response?

•	 Where	might	there	be	opportunities	for	US–Brazil	cooperation	on	renewable	technologies	and	
other aspects of energy policy?

Brazil’s Emergence on the World Stage   

Remarks by Rubens Barbosa, former Brazilian Ambassador to the US 

Roundtable Discussion

Brazil’s Emerging Role on the International Stage: Implications for US–Brazil Relations in 
International Institutions and Around the Globe

Julia Sweig, Council on Foreign Relations

 Along with Russia, India, China and South Africa, the so-called BRICS nations, Brazil has emerged 
as a leading voice among developing countries, assuming a more vigorous role on the world stage.  
Strengthening Brazil’s influence in multilateral institutions is one objective. The country’s economic 
and domestic achievements with respect to health, food security, poverty, clean energy and the envi-
ronment could enable Brazil to play a growing role within the World Health Organization, the Food 
and Agriculture Organization, and other UN agencies; the World Trade Organization; the Group 
of Twenty; the World Bank and the International Monetary Fund; and other international forums.  
Another priority for Brazil is navigating the complex relationship with China.  In the first two quarters 
of 2010, China became the primary buyer of Brazilian exports, surpassing the United States, and the 
number two source for Brazil’s imports, trailing the United States.  China also 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.  

 Brazil is one of a handful of countries that is likely to shape the 21st century.  Consequently, US for-
eign policy must accommodate a more assertive, independent Brazil.  At the same time, Brazil and 
the United States already cooperate in a number of areas—biofuels, defense, peacekeeping, and non-
proliferation, among others—which offers a foundation for a broader agenda that might include civil 
aviation, space exploration, innovation, science and technology, and education.
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•	 Why	is	Brazil	moving	center	stage	internationally	at	this	time?		How	has	this	been	manifested?

•	 How	does	Brazil	relate	to	and	interact	with	the	other	BRICS	countries—Russia,	India,	China,	and	
South Africa?

•	 In	which	international	forums	or	organizations	is	Brazil	most	active	and	influential?		Which	poli-
cies or initiatives does Brazil seek to promote? 

•	 What	are	the	implications	for	US	foreign	policy?		How	should	the	US	government	advance	US–
Brazil relations?  Which issues are the greatest opportunities for bilateral collaboration and coop-
eration for mutual benefit?

Roundtable Discussion

Brazil’s Geopolitical Rise in the Region: 
Implications for US Policy in the Western Hemisphere

Antonio Jorge Ramalho da Rocha, University of Brasília
Commentator:  Shannon O’Neil, Council on Foreign Relations

   Brazil’s immense, diverse land base is rich in natural resources.  The Brazilian economy, driven by 
production and export of raw materials, is market based, albeit with government involvement as owner 
and operator of some enterprises as the primary source of capital and long-term financing, and as an 
intervener in company decisions.  Brazil seems poised to become the world’s fifth largest economy 
over the next decade, reflecting growth in three key sectors—agriculture, mining and metallurgy, and 
energy—along with rising consumption by an expanding middle class.  Brazil is a world leader in soy, 
sugarcane, coffee, and beef exports, as well as a significant provider of tobacco, cotton, nickel, cop-
per, bauxite, iron ore, and other products.  The ongoing transformation from a commodity-based to 
an industrial economy has helped lift nearly 30 million Brazilians out of poverty though more than 
a quarter of the people still live below the poverty line.  Brazil’s economic success puts it in a leader-
ship position in Latin America and boosts the region’s strategic importance globally, especially for 
the United States.  As trade has grown between Brazil and the United States, tensions have emerged 
including, for example, the 2010 decision by the World Trade Organization allowing Brazil to impose 
retaliatory tariffs against US cotton subsidies. During President Obama’s visit to Brazil in March 2011, 
a	new	US–Brazil	Commission	on	Economic	and	Trade	Relations	was	announced,	offering	a	venue	for	
building a stronger bilateral economic relationship.

•	 What	is	the	mix	of	policies	and	investments	that	explain	the	rise	of	Brazil	as	an	economic	power?		
In which sectors or products does Brazil have a comparative advantage economically?  Which sec-
tors are poised to grow more?

•	 What	are	the	challenges	that	Brazil	has	to	confront	in	the	context	of	its	rapid	economic	growth?

•	 How	has	Brazil’s	growing	economic	and	political	clout	affected	its	neighbors	in	the	region?		With	
which countries does Brazil enjoy good relations?  With which are relations problematic, and why?

•	 What	trade	issues	are	important	to	Brazil?		What	is	the	status	of	US–Brazil	relations	on	trade	and	
investment?  How can the new Commission on Economic and Trade Relations advance common 
interests?



Brazil’s Innovative Approach to Public/Private Investments  

Remarks by Glauco Arbix, Brazilian Innovation Agency 

Roundtable Discussion

Natural Resource Policy in Brazil: What Matters for US Policy and Why 

Thomas Lovejoy, George Mason University 
Commentator:  Israel Klabin, Brazilian Foundation for Sustainable Development 

 Along with its prized beaches and other famed features of the landscape, Brazil is home to the 
Amazon basin, one of the most biologically rich places on earth. This rainforest also recycles carbon 
dioxide to produce more than 20 percent of the world’s oxygen.  About a fifth of the Amazon forest 
historically has been cleared for ranching and agriculture, much of it illegally, despite longstanding 
attempts to stop or minimize forest destruction.  The Brazilian government now seems poised to 
lessen forest protection by revising its nearly 50-year-old forest code, reportedly to enable farmers 
to clear more land in order to compete better with the United States and other agricultural export-
ers.  This move in part may reflect Brazil’s growing potential in agricultural production, the result 
of investments in research to boost crop yields in ways that are tailored to local soils and other con-
ditions.  Many conservationists fear, however, that less protection will lead not only to the loss of 
wild plants and animals as yet unknown or un-cataloged by science, but will exacerbate erosion and 
drought, further degrading the Amazon and threatening this huge forest’s contribution to Brazil’s 
ample water resources.  

 Though the fate of the Amazon may be the highest profile environmental issue in Brazil, other devel-
opments warrant attention.  Brazil will host the so-called “Rio+20” conference in June at which time 
world leaders will convene to take stock of progress since the 1992 Rio Earth Summit.  In 2016, Brazil 
will host the Olympic Games, promising the greenest games yet while using construction and other 
preparations to advance the country’s practice in sustainable development.  In international climate 
negotiations, Brazil has been a leading voice calling for industrialized nations to take action before 
developing countries do, setting up a sharp tension as the nations of the world consider how best to 
address this looming threat.  At the same time, advocates for addressing climate change see great 
potential to preserve carbon that is locked-up in the Amazon through a global, market-based program 
that offsets new carbon emissions by awarding monetized credits for keeping forestlands intact.

•	 What	is	the	status	of	efforts	to	protect	the	Amazon	rainforest	and	the	diverse	wildlife	it	harbors?

•	 What	are	the	policies	that	underlie	Brazil’s	emergence	as	a	major	agricultural	producer?		Which	
crops have become most important?  What are the implications for energy, water, soils, and other 
inputs?

•	 What	are	Brazil’s	expectations	for	the	Rio+20	conference?		For	the	2016	Olympics?

•	 What	is	Brazil’s	position	on	climate	change	and	on	international	negotiations?

•	 What	 is	 Brazil’s	 position	 regarding	 an	 international	 protocol	 to	 secure	 marketable	 credits	 in	
exchange for forest conservation as a means of addressing climate change?

Luncheon remarks by Thomas A. Shannon, Jr., US Ambassador to Brazil 

36


