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Foreword from CEBRI

Throughout its 18 yeaod existencethe Brazilian Center for International Relations (CEBRI)
has established itself as ané Brazil 0s mo s t critical pefhectioneom t cen
international relations.

As a result of B a zacckesSien on theternational stgein recent decadeBrazil now enjoys a
positionof appropriatgorominencewithin the global scenario. As one of mhest importah
international relatiorikink-tanks in the country, CEBRI has an importanssion tdfulfill, and
to shal light on themain contemporary global issues in anpérmtent, nonpartisan and
pluralistiovay.

To ensurat reaches itsnissionof enhancingliscussion on international relaticgrs;ichng
public opinion and contributingto the formulation of publigolicies, CEBRI works in
partnership with renowned institutidasorm anetwork of actors, drawfrom the public and
private sector, as well as fracademia and cigbcietywith the goal obuilding a positive
agenda for Brazil.

In this way we seek to establish partnerships withortantinstitutions a the national and
internationaktagewhich can complement CEBRI in knowledgstion in regards the key
contemporary global iss@esl thampactsandchdlenges such matteyenerate foBrazil.

In Brazil, theKonrad Adenauer Foundation (KAS), an institution with extensive experience in
the area ointernational cooperatiogerves akey partnefor implementation of highuality
strategic projects, with the capacityetoerate insightful and impac#ctionsand theability to
influenceopinion makerand supporpublic policy formationin a context of increasing bilateral
economig¢technologicahnd commercial cooperatiavhat is most essentialeisgagemerih
projectsof common interest, ranging from international tradealdtellth, security and defense

to anticorruption diplanacy

Thereforewe proudlycelebrate another successful project with #&S;reation of thEEBRI
ThematicPrograms orinternational Relations and Brazilian Foreign Policy.entaesprise
recognizes the importancedifersifying methods of knowledge creaimresting not only in

the production o$pecialized studies, but asaposing strategic reflection on thelehgkes and
perspectivesfd@razilian foreign policy, withear and objective language for the general,public
guaranteeing wide dissemination of content&wow z i | 6 s i ntegration on

Brazil isnow a global playanvolved inmajor interational eventsnd follows théistorical
principles of Brazilian foreign policy, sucheapect for international law, conflict resolution,
pragmatism and the appreciation of multilateralism.

The transformationshat thecontemporaryvorld iscurrentlyexperiencing hassulted imew
challenges$or decision makingt the national level, both within the State and in the private
sphereFactors such adofalization of markets, financial crises, the emergence of new actors
with significantveight ininternational relations, serious humanitarian crises and concrete threats
to world peace and securdse resulting in aew, not yet fully defined, framework for the
international ordeitn addition, the increasing difficulty of international institutroproviding

3



timely and effective responses to the challenges we face intensifies the complexity of the
international agenda and brings to the forefront a pressing need to reflect on contemporary global
issues and their impacts on Brazil.

Additionally the political and economic crisis that has taken root in the corg#tgs an urgent
need to chart the course of theuntry's international relatiprfecusing on the broad
development of its socigtgdguaranteeinits valuef justice and democyac

To this end, whave invitedenownedpecialists to providieeir expert and critical thinkjagnd

to participate in thdebate on international relations in Brazil. The ten cheqiéaged in this
publicationare theresultof the intellectuatapacityof the authors, andiscussion with the very
actorswho arekey playersindebatBg azi | 6 s i.nternati onal rol e

We believe that dialogwé this kind contributeto a better understanding of the possible
scenariosyith the goal of assistiBgezilian societyn selecting theost appropriateneans for

its political, economic and social developnasmd,in understanding the importanc8aofa z i | 6 s
activitiedeingproperlyaligned with itprominencendinterests.

Rafael Tiago Juk Benke
Emeritus Vigzesident of GlieBRIBoard of Directors



Forewordfrom the Konrad Adenauerf~oundation

Konrad Adenauer todagmains an internatiorsgimbol of freedom and dignity, which were the
idealssought byGermany during the pestr reconstruction period, atidht still serve as the

basis forG e r magmnoyvi@gsinternationahfluence The activities of the Konrad Adenauer
Foundatio (KAS) in Brazil began in 1969, innmdst of important political evertdaring the

Brazilian military regimand wereguided by the same valoégreedom, justice andlslarity.

During these 47 years of higtdhe representative officeow in Riode Janeire continues to

work to promote democra@ndrule of law, to promote social market economy, to promote
politicaleducation, to strengthen dialogue in international politics, and to paosastsuch as

the ewvironment, climate and energy. These are impdrtanp i ¢ s i n regards
developmentand are aligned with tReundation's global engagement in projects in more than
100 countriesembodied in thesearchan increasingly faireecologicallysustainableand
economically efficient international society. Through-dhte de Copacabaraterrational
Conference, an event organized by the Adenauer Foundation, in partnership with the Brazilian
Center for International Relations (CEBRI) and with the support of the European Union
Delegation in Brazthe topic ofinternational securibas been #cus of the work developed by
KAS-Brazil over the padB years, angnews Adenauer's historic effort in the quest for a more
peaceful world.

With anew global order emerging in re@®dades, Brazil has become an essential partner for
major issues othe irternational agenda. Sucktatus was officially recognized by Germany
through thecreation ofHigh-level Intergovernmental Consultatioasd in August 2015
PresidentRousseff hoste€hancellor Merkel in Braailto discuss and strengthen tits
partnership in different areas: clematange, international tradgersce, technology, innovation,
culture, media, education, urban development and Hgraltil. is the only Latin American
country withthis level of cooperaticgstablished with Berlifthere are alagly more thal0
working groupgstablishewith theEuropean Union; European investments represent, in turn,
almost half of the total foreign investments made in Bnazfards t@nvironmental issues, it

is now imperative that interimattal negotiations take @aeith the presence of Bra@krmany

and Brazihave crafteschumerougoint documents on cooperation for sustainable development
andthe countriegeaffirmtheir mutual integtviaintense exchanges at climate conferences.

Germany and Braawill certainly continue this link &&zhieve common internationelations
goalsThere is intenseonvergence f t h e t woreign @aliciednd thie agess needs

solid partners, engaged in egelitaand democratic developinen thestage of the nations.
Through its select group of partners and contacts worldwide, the Brazilian Center for
International Relations (CEBRI) has for years contributed to the international debate at a high
level, playing an important role BrazitGermany relations anskrving as &undamental
institution fortheinternational work of KAS. The dialogue between CEBRI and KAS is constant
and ongoingwhich ofen results ingoint events thaare increasinglyecognizedn Brazilian

society. It is alsworth noting the special status that CEBRjbysin the KAS universe
worldwide, being ond the few institutions to hawkrect cooperation contraatith the KAS



headquarts in Berlin. This gives CEBRpecialrecogition in the Europearinternational
Relationgontext guaranteeing autonomy and further strengthening the ties of both institutions.

Solid and respected institutions must be willing to conttidtemulating newdeas ad
chartingnew courses for actioBrazilian diplontgy hasundergondransformatios in recent
years and this context naturafers in changebhe CEBRIKAS partnership understands its
responsibility in this scenaaind therefore seeks to directly resgondcent Brazilian Foreign
Policy dilemmas, msentingnew actors and producing quaira intellectual content for an
expected revival period Bnasilia. Théope is that inne mediumand longterm future there
will be new public policy actiorand increasedontrbution of the private sector, toeate a
more confidenscenario foBraziland its increasingly important roléhig world.

Dr. Jan Woischnik

Konrad Adenabeundatidrepresentative in Brazil



Letter from the Executive Editor

This publication presentisn foreign policy problems that plague Brazilian sduiedgrsthe

c 0 u 13 dewvejopment, compromisisgositioninternationallyandfurther delays thaow, but
requiredprocess ofocialljjusteconomic modernizatioAmong theten exampleselected for
this exercise, the difficultibsit emerge from them dreth profound and longtanding. Solving
such issuerequirs creativity and innovation, sinttes range ofdiplomatic options inherited
over thelast thity years oBrazilian democtia existencés not enough tsolve such matters
The demand for new strategic thinking is clear, and this effort iS@avesed for promoting
informed public debateith the hopes that we dot end thesecond decade of the millennium
tied to old dotrinesthat aren declineor arealready outdated.

A reassessment of Brazilian foreign pdtcysed orpractical solutions tihe problemsherein

posed is imperative, Bsazilcannotafford another cycle of setbacks. Our sdeiatis so vast,
andthe problems so ingraingtat anew path for the country's international relationsws
urgent. Without such a new coursehale generation will be doontedzero progresst is

worth noting thatin areas such as economic, fiaodl social paly, there is today an enormous
intellectual effervescence in Brazil, with new ideas and premtisalsingpublic debate in
newspapers, magazines, televisiodsclassroomgshe same carot be saidhoweverabout
foreign policy and the conduct of iniional business. The chapters presented here are an
attempt to promoteollective discussion on thgbject.

If there is a central theses unite the following chapseit would be thisforeign policy is an
essential instrument for thecovery of esmmic growth alongsidscial justice, because the
international system fully affects the capacity of national authorities to conduct effective policies.
Unlike in the past, however, the ties of interdependence that bind Braziliaro sbeiegst of

the world makéhe autarkic solutions typical of the last authoritarian rapodsiblemany of

which still cast a shadow even tod&erefore, the authors in this wadnceive of foreign

policy as a tool to leverage the Brazilian goeenin the world, to exercise the country's special
responsibilities in global governance and in the geogmagindmment, and at the same time to
reform national public policies.

The conceptionderived from the ten chapters presented beggests #t the actions of the
Brailian State abroad may h&8mzilremedy its backwardnebg it measuredn terms of
commercial isolation, smuggling and drug trafficking, endemic corruption, basic samitation,
urban and policeiolenceJust like othepubic policies, foreign policy also has redistributive
effects on Brazilian society. They need to be made daplaiigorous and weihformed
public debaten therange of options for exterraaition

In the coming years will undoubtedly be necessary to caaftupto-date foreig policy
doctrinewhich will serve as guide forinternational activities f@overnments to come. A
doctrinal construction of this nature is always a colleffovie one requiringpatientand long
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term effort, given the difficulties inherent in the undertaking. But past generations lzble been
to conductthis process wefipr example, consider tirgellectual effervescence in the area of
foreign policyduringthe Second Reign, ttdd Republictheearly 1960s@andduring theFHC

and LulayearsNow, it is up to our generationdiaft the basis of trdoctrine tocome

Until then,we must urgently determine,ciear and direct languatfee central problems of
foreign policy. Thigs precisely what théxercise in strategic reflectintends to do: it isma
analysis of tearitical problems related Byazil's position in the international system, followed

by practical recommendatiotieat arecosteffectiveand easyo implementThev ol ume d s t
essays mdne read together individuallyor collectively.

The chapters are organizedthe following way. The volume opens wWititias Spektors
andysis of the ideas and concepts that guide Brazilian foreign podicyués$ethat the doctrine
inherited from the twenty yearscofdominance among tH&l and PSDB has expired due to
profound transformations iBraziliandomestic politics and in international relations. The
chapter identifies the challenges inherent iextecise of designing a new doctrine, and the
processes that could facilitate this process.

Carlos Goées evaluates the necessary reforms so that dBreatiiract foreign investments,
throughfinancial diplomacgfforts Despite the massive inflow of fgreiresources into the
Brazilian economy during the three decades of the New Republic, this is an area in which the
demandfor modernization is evident, given the marked transformations through which the
international system passes and the new defoafatgignsavingshat are currentiynperative

to reverse the current economic picture.

Diego Bonomo assesd&razil's foreign trade problemthe mostclosed economy among the
G20 countries. Without falling into the easy and enfipiiiteorrecttemptation to direcbur
limitations in this area to the genyn&ectionist impetus that is gainingmentum worldwide,
the text assesses the barriers that the country has imposed on -liselingeitis participation
in the global economy, and gexting benefits for feaweHorganizedyroupsto the detriment
of the majority of citizens.

Marcos Tourinh@onsiders theutlines ofpotentialanticorruption diplomacy aimeduatating
the BraZian position on the subject within ttontext ofthe Lava Jato Operatiarf the Federal
PublicProsecutionThe scandal that has shakenBitszilianRepublic imposes unprecedented
constraints on Brazilian foreign pglimt justbecause of a moral issue, but@lsotoprofound
transformationg theglobd regime to fight agairfgtancingof illicit activities, terrorism and tax
evasion.

Erico Duarte presents the Brazilian problem in the areas of international security and defense,
after a decade in which Brazil developed a national defense straiéiggdsoatonal industry
with public credit and carried out its largest military mobilization since World War 1l in Haiti. The



author identifies emerging thretitst call for a swiftevision of the principles that guided this
area ofjovernmenactionin recent years

Joao Augusto de Castro Neves analyzes energy diplomacy, which in recenhygeadirbas

the Lula government's attempt to transform ethatwa global commodity to the promotion of
the pre-salt and nuclear program. Such initiativeurrently tainted by the corruption scandal
that has beemnveiled by Operation Lava Jato, while thergy sector is undergoing a
restructuring that promisesftevertransform the presence of foreign capital in the country's
energy supply. The chappresents alternative futures for foreign energy policy.

Eduardo Mello reflects on the distributive effects of Brazilian foreign policy: tiplohatic
optionsparcel ougains and losses to different social groups in the cobfitiny® perspective
that israre inthe examination doreign policy, the author suggests that it is imperative to
measure the domestic effects of the external optimpsed by each government. Only efforts
of this sort wilbive citizens a tool to assess the qualitybtitpolicy.

Umberto Mignozzetti traces a brief history of Brazbt#nities irglobal health diplomacy, with

a focus ondentifying future scenariggyen that the dengugka and Chikungunyautbreaks

caused by Aedes aegypti have placed Beoatiland center in theaternational debaten
transnationatpidemicslt is an environment in which international npess ruleclash head

on with national practices, making it difficult to manage the problem intelligently at the regional
levelandin global governance. What are the most plausible practical sthut®razil as it
movedorward?

Oliver Stuenkel explains how the pragiessr e end of the political C )
from power in SoutlAmericais being accompanied aynew debate abotlte resilience of
democracy in the region. Dilma Rousseff's impeachmeBtazil and the political and
humanitarian crisis in Venezuela have escalatesufepening up a new set of questions

about the stability of democracy in thgion. This chapter assesses the impacts of this on
Brazilian foreign policy.

Finally, Matias Spektor presents a text on the role of strategic analysis in foreign policy. The
chapter analyzes the institutional and political obstaclemdeastrategic planning in this grea

and identifies models tHattazilian authorities cduimplementwith the resources that are today
available to the government.

This paper is published under the auspic#isedrazilian Center for International Relation
(CEBRI) with the generous support of the Konrad Adenauer Foundation, instititidosg
standingcommitment to promoting public debate in the area of foreign policy. On behalf of the
authors, | thankhese entities for thavitation to participatenithis mucineeded exercise. A
word of thanks goessalto the members of the Group Agmalysis of the Internatiorfatenario
atUSP (ACINT) who so kindly read and commerdadhe chapters presented heéueing an
eventorganizedor that purpose.
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Towards a New Brazilian Foreign Policy Doctrine

Matias Spektoolds Bh.D.from Oxfordniversiignd is professor atRB&® School of International
Relations.

Brazil is experiencirigmoment ofnational emergencylithin three yearthere was agrowing
political crisisaunched bpopular protests (2013), @tart ofalong economic recession (2014),
the expansion of Operation Lava Jato (2015), the fall of Dilma Raussetie electoral
implosion of PT (2016). Aftervatuous cycléasting moreéhan a decade, Brazil's trajectosy is
negativene

The backdrop to this transformatiomas a lovgrowth global economy, an increase in our
economic dependence on China aadjtbbal wave of neopopulism, whigtulted in a vote for
the UK leavingthe European Uniopand Donald Trump winning thi&residency of the United
States.

This is the context that imposes the needadernizeBrazilian foreign policjoctrine Such an
effort is essential because the internatsbradegy of recent years, with bottsutscesses and
failures,is outdatedBrazil's actiaabroad demand deep and urgent discus®oause the
domestic and international conditions that shapeetanior have changed.

The Temer government began its mandate reviewing the diplochatichePT, and the new
president promises to ugurate a new style of conducting foreign bushesgver, there are
no indications that it willpdate the basioncepts that underpin the countacsion on the
world stage.

The adaptation of foreign policyttos new internal and exterreag when it occurs, will be a
very difficult task: there is no consensus on what to doareotheraesources available for
major undertakingdn addition, inertiags a factor here the natural tendency among a good
portion of thecommunitiesesponsible for thinking abdBitazib glace in the world are steeped
in old paradigmim regards to the gldscenario.

This chapter argues that it is necessary to begin the process of @designingeign policy

doctrine As such the chapter idivided into four parts. First, | explain the differences and
similarities of the international strategies addyptéioe PDB and PT partieduring the last

twenty years, and the end of the consensus between the two parties regarding Brazilian foreign
policy. Second, | assess the conditions that tend to shape any new doctrinal foreign policy
concept Followingthis, | then offer an interpretationf the parameters that should support
strategic reflectioron B r a zpublicd expeditures andfiscal structure which are the
governmental concerns of the momdfinally, |provide somerecommendations on the
processes thabuld facilitate public debatethis area

The end of the consensus

During the last twenty years, foreign policy has become one of the main battlegrounds between
the PTand PSDBthe two partieglected by popular vote for the presidency of the Republic

Few public policies were so polarized and controversial.
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On the one hand, tHeT saw in thd.ulaadministration muctnore daringliplomacy. With his
activist foreign poli¢cyLulaelevated th@osition of Brazil to one & great emergent power.
According to this vieviis predecessdfHC, represented thexact opposite: the capitulation of
the elites surrenderingo the hegemony of the Unitecit®s. The imagdhat this group likes to
recall is one ahe lastPSBDforeign ministersCelso Laferemovinghis shoes for a security
checkat U.Sairports.

On the other side of the ring the PSDB who sawFHC, the presidensociologist as
normalizingelations with the world, removing Brazil from the isolation accunduateglthe
military dictatorship angeriod ofeconomic backwardness. For thr@PT's diplomacwas a
function of the overbearingnity of Lula and his team. For Bf8DB theimage that this group
recalls is one dfula in Tehran, fist in the air,atlenging the great powers, hugdjiagian
President Mahmoud Ahmadinejad.

The fundamentachism between tiRSDBand PTanternational lenis simple to understand.
While the formeconceivesf foreign policy as an instrument of adaptation to globalization, the
latter imagirediplomacy as an instrument of resistance

This was because the two parties developed opposing views on the meaning of glaibalization
flow of capital, ideas andopée in an integrated international economy. ForP8EB
globalization was an inexorable force. "Whether we wanbit"aaid FHC, when he arrived at
PlanaltdPalae in 1995, "globalization is a new international order. The world can beimtivided
regions or countries that participate in the process of globalization and enjoy their fruits and
those that do not participafeEither Brazil would adapt itself to this new world;omdemn

itselfto be left behind FHC sawBrazilastoo weak to resisthathe called "the winds of the

w o r [Thk dnternational system did not offer mséce for sucmaneuves?

For the PThowever, globalization was not an inescapable fact, but a political project crafted by
the great powsrof the North Atlantic. Bbalizationthereforecould and should be resisted and
negotiated. According to the dominant thesis at the time, mowdedo thidetter than large
developing countries such as Brazil, with the capacity to extract concessions from the most
powerfulin exchange fats adherence to international norms and institutions

Lula was able to do,sashe arrived at the Presidential Palace with a country stabilized and on a
steady rise. Since 2003, the intemat&ysteropened up previously unimaginapportunities

for Brazil: from the disaster of the American intervention in Iraq to the rise of China, there was
renewed space for Brazil

These differences I¢kde P®B and PT todevelop alternative plarfsorthe PSDB if Brazil
wanted to participate globalization, it would need "credentials of good international ¢onduct

1SPEKTOR, Matias. 18 dias: quando Lula e FHC conquistaram o apoio de George W. Bush (Objetiva, 2014).

2 CARDOSO, Fernando Henrique. Rela¢gBes Nauteno contexto atual: uma nova depend@nciBAUMAN,

Renato (Ed.). O Brasil e a economia global. Rangéo: Campus, 1996. p. 12.

3 LAMPREIA, Luiz Felipe. O Brasil e os ventos do mundo: memérias de cinco décadas na cena int&macional.
Paulo: Editora Objetiva, 2010.

4 AMORIM, Celso.Conversa com jovens diplomatas. Sdo Paulo: Benvira, 2011.

5 BURGES, San. Brazil in the World: the International Relations of a South American I@uhester:
Manchester University Press: 2016.
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This wasvhat FHC's diplomacy sought in areas such as human rights, nugbealifation,

the environment and international trade, signing foreign commitments that theregilitery

had previouslyoundlyrejectedThe goal was not to change the world, but to use international
standards as a lever to reform a country still marked by painful accumulated aulbgaitgrian
dating back to th¥argas era andhastory ofhyperinflation. FHGraveled the globe to align
Brazilwith new international rules that allowed the country to embark on a new cycle of capitalist
developmerft

The PT view called upon Brazil to levetagecracks in the political project of globatizati
which were evident in the Seattle protests (1999 @ned US government invasionlicfq
without authorization from the United Nations (2003he PT mindsetthere was a worldwide
demand for alternative voices, as suggested Isjogiaa "Another world is possible”. The
ambition was explicitly reforniist

The PT's internatiohactivism began with very hgtofile visits to Cuba, Iran, Libya and Syria,
as well as numerous visits to Africa and Latin AmEhisawas followed by tloeeatbn of the
BRICS(the acronynfior the group formed by Brazil, Russia, Indiaand South Africa), the
IBSA (India, Brazil and Southfrica) and the formation of the G20. The PT opted for a
maximalist negotiating style in the Doha Round, ipatiies @er FTAA, and inan attempt to
reform the UN Security Coundil. Haiti, Brazilsponsoredhe largest mobilizatiaf its troops
since World War Il and creatatprecedenteditiativedor the Middle East.

The differences between PT and PSDB are therefore real. But if wadaante theublic
debate on foreign poliayith an eye on the futyr& is crucial taruly understandsuch
differencesAnd here, the distinction betwe@h and PSDRliplomacyrequres more than a
simpleblackandwhite analysis.

FHC adhered to liberal Western norms in a slow, partial, and often negotiated fashion. There was
no PSBD departure Brazil bward neoliberalism, as wasdhse ilMenem's Argentina, Pébeg
Venezuelar Salingd Me Xhe BSDBgovernmentepidly pushedforwardthe FTAA and
sponsored the expansion of Mercosur. AtWi®, FHC sponsored the revisionist policy of
breaking patents, transforming the role of large pharmaceuticals in the world. Thefstrateg
bringing Chavez closer to Brazil was created by the PSDB, as was the decision to protect the
authoritarian regime of Alberto Fujimori in RerineOAS.

The most inflammatory Brazilian discourgea Brazilian president in relation to American
hegemony was nqiroffered byLula, but FHC. "Globalization reduces the freedom of
countries," said theSDBleader And hewarned with prescience: "Thiesulative capitalism
can damage the véwyartof the ystem.”

For his part, Lula adopted a revisionist foreign policy, but, most of the time, he advanced with
caution. Instead of denounciBrpzilian debt with the IM&s being nctegitimate he paidt.

6 LAFER, Celso. A identidade internacional do Brasil e a politica externa brasileira: passado, presente e futuro. 2. ed.
Séo Paot Perspectiva, 2004.

7 HIRST, Monica; LIMA, Maria Regina Soares; PINHEIRO, Leticia. A politica externa brasileira em tempos de
novos horizontes e desafidsieva sociedad, v. 1, 2010.
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Instead of clashing with some of the questioratiiens by theBush administration, he
approached the White Houasno other Brazilian presidehtild When Brasilia proposed a
Defense Council foUNASUL, the PTMinister of Defense did not die his tour in South
American capitals, but Washington. Andn the riskiest of PT diplomatic betshe Doha
Round and the Tehran Declaratidrulaattempted conciliatiomith the Americangp until the
lastmoment®

Over thelast twenty years, the PT and PSDB had much in commewards tdoreign policy

Both focused onbuilding regional coalitions, seeMgrcosur as an instrument to resist
hemispheric integration proposed by the United States and as a tool to leverage the
regionalization of Brazilian capitalism. Both imagined regional integration as sa busine
opportunity for the defense industry and for Brazilian construction compappdied with

cheap credit from BNDES. Togeth#re PT and PSDB rejected the demands of neighboring
countries for dense regional institutions, preferring minimalist comisithed would allow

Brazil to react unilaterally whigrdeemed itiseful or necessary.

The PI and PSDB also reduced tmflict with the United States as much as pgssaaking
support from the White Househile avoiding playing the Washinggamein South America.
Both parties, when in power, refusegdlace pressure @havismo in Venezuela

The P and PSDB also avoided the accelerated operBngzdfancommerceThey kept trade
negotiations afloat, without threatening the protectionist interests of an influential part of national
industry, even whehwas to the advantagejudt a fewandto the detriment of the majority.

For issues such as drug trafficking alimate changéhe PT and PSDB opted for minimal
international commitments. They did not use foreign polayaiee a reform of the military
police, to stop the growth of drug traffickiong,to reign in theenvironmental impact of
agribusiness dahe automobilendustry,nor to put pressure on mation that continuel to
practicesystematic crimes agairst tights of its own populatioAgainst these entrenched
interests, there was no significant diplomatic mobilization.

In recent historical expenice the right has sought aolaptBrazil forglobalization, while the left

sought to condition the pace and scope of this process, at a time when Brazil seemed strong
enough to do so. Togethéne PT and PSDB operated in foreign policy to adapt Brazil to a
much more interdependent world. In the process, they produced different responses, but they
drank from thesame well

In addition to theawdifferences in style and toaksoaccentuated by thifferent personalities

of FHC and Lula, thehanges tooglace in thenargirs. When it came téoreign policy issues,
the long socialemocratic cycle under the-P$DB saw a foundational consensus among the
rulingelites.

Something similar occurred in four other areas of publicobfajning aconsensus:
macroeconomic policy to end inflation even when employment, growth and public spending
suffered & policy revded by the PT as of 20099ckl policy to eradicate extre poverty,

SHURRELL, A. Lulads Brazil: a rising power but going
9 FONSECA Jr, GelsoiConstantes e variacdes: a diplomacia multilateral ddJBRES, 2016.
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aligned with World Banguidelinescentralization opublic policies in Brasilia following the
fiscalspendingspree of the governomnd construction of gigantic governing coalitions, since
indiscipline and defections are inherent in the allied base in aga@sdentialism.

It was that general consensus ant®hg@nd PSDRhat produced electoral victories in 1994,
1998, 2002, 2006 darr010.This was a&common denominator that restored optimism in the
country asBrazilias had & improved quality of lifeFrom daily consumption of proteio
access to bank credit, from infant mortality to telephone ownership, from thetypassibili
traveling by plane to havitrgated water at home, the citizemwRpulist politicianswhose
success depended on hyperinflation and fiscal irresponsiegday, to fight for survival.
Backwardness loprogressvon

Since then, however, consensus has broken @ogvoriginal cracks deependgth no chance

of reversal. The "new economic matrix" implemented since the global financial crisis of 2008
buried the consensus on inflation, public spending and fiscal rdggoisibial policy, which

was previously consensual, ran out of funding, and inequality increased agaimsaléamad

Lava Jatscandalexposed the perverse methods that were used to manage the aliethbase,

on the left and right. In addition,hé Lava Jato operation undermined the common
understanding behind the diplomacy aimed at the internationalization of Brazilian capitalism,
based on the export of services from large companies such as Petrobras and Odebrecht, financed
by BNDES.

In this trajectoryof decling the strategic concepts that guided the foreign policy of successive
PSDB and PT governments have lapsed. Natle time to urgentlgevise an alternative
formulafor the future.

Conditions for a new doctrine

The construction of a neforeign policgoctrinewill requirea speciesf supraparty consensus.
It is a taskhat must be linked to tl@ternal political process, and is nett@tterm projectOn
the contrary, it is an effort that will reqyiears omaturation, witldeas and conceptsathone
day, may form a faitpherent doctrinal framework.

The idea o& foreign policgoctrineis recurrent in Brazilian history. It was used brdmlian
empire, in the odevelopmentalistnof the 1950s and 1960s, and by tmdustrializing
authoritarianisnof the military regime of Miei and Geaiel.When FHC waan academiche
developed a theory of international relations to eXxaafis position in the world, and with
this base hderivel coherent foreign policy proposadising hispresidency. Lula, on the other
hand, added to the ideas ofgmsdecessdhe thinking that wagpical of Latin American lesft
thinking.

Different governments have used distinct methodologies to trapslaitee dnto diplomatic

practice. During the FHC government, for example, the process was developed by the president
in recurrent informal consultations with a group of close ambassadansagtition tcholding

official positions, were personal frieofdthe head of government. It was common for members

of this group to disagree with each other, geneattengative option®r the presidency.
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Lula, meanwhile, focused his reflection on foreign policy in his inner circle, especially in
conversations ith old party colleagues such as Marco Aurélio Garcia, José Dirceu, Luiz Dulci
and Antonio PalocdBut in thefirst term, however, tHereign ministeCelso Amorim gained
ascendancy, giving diplomatonf - and sometimes disciplideto what emerged \winh the
presidentds circle.

It is important to note that for both Lula and FHC, thinking about foreign dotitynewas

more than a mere intellectual exercise. For them, it was an instrument of gova&snment,
diplomacy was an essential pillar of tlespactive projects of power. Bueirideas did not
come from presidential circles. They were already circulating in Braziliapremwcietyhér
respective installments as president.

In the process, the occupants of Planalto Padelseingconfrontedwith some of the dilemmas
inherentas related to theountry's position in the world. For example, we want South American
integration, but we do not want to pay high costs in the region. We want powerful Brazilian
multinationals, but we do noamt to be seen as an imperial poWer want American support

for the UN Security Council, but we do not wahkneelto Washington and its allies. We want a
South Atlantic without predators, but @ not necessaribelieve thathe great powers can

offer protection. We want nuclear submarimgt we do not want ioighten oumeighbors.

There is no easy answer to these dilemmas. Strategic thinking serves precisely to establis
priorities, criteria and to select from theices before them. A daot of foreign policy is a
narrative about the best use of the diplomatic instruments available to promote Brazilian interests
in the world, aware of the difficulty inherent in the endeavor.

And now, what next?

The process of generating foreign policysidad concepts demands critical mass and years of
maturation. In Brazil, there is no nattegtile groundor the strategic thinking we need to- do
such thinking has never beenasartratedn a ministry or exclusive political group.

Creatingand discusng new ideas is up to the entire Brazilian foreign policy commnuleity,
entrepreneurs, professional diplomats, intellectuals and organized civil society activists.

Now the most pressing challenge is to ensure that the issue remainggendheof public
conversationWhether the results of such an effort will be palpable in the 2018 electoral process
or whether they will only be visible by 2022 (or later) is impossible to know.

Parameters foreflection

The reappraisaff Brazilian foreign poliggjomes in response to teevere economic recession
that began in 2014nd the painful impeachmerocesshat paralyzed Braail 2015, ending
the politicakconomic cycle of the last twenty years. THeSPIBpolarizatiortha defined the
political systens giving way tanother framework that cannot yet be defiadditionally, the
long period of poverty reduction, which wasctireerstone of thiast years of theT-PSDB
social democracyas also come to an eftiere isareversal of expectations for the wanse
this negativeutlookis being seen for the first time in decades
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The solutionto these problems will require a deep reorganization of public spending, with an
ambitious revision of fiscal policy and the atgyl environment of ¢ national economy.
Faced with a brutal cut government spending, it is time to reassess the redistributive effect of
the country's main public policies.

The same should gy to foreign policy. It happens that no one in our istaemeasured the
redistributive impact of Brazilian strategies abroad. Who wins and who loses, forvattample,
the Brazilian positionnoclimate change or the different negotiating positions contemplated by
the Brazilian authorities inagbn to theMERCOSUR automakeagreement? Quith human
rightsand regional integration poli@&uch questions have never been answered on the basis of
robust empirical evidence.

This should not be the cadehereexist excellergtudies on how the tax system, atiocal
policy, and social security affect income distribatidnustice. We need the samefdaign

policy.

Such an agenda, if implemented, will face resistance. After all, foreign policy needs to balance
concern for the welleing of the populationitiv other valuesnd considerationsuch as
managing alliances with third countries and preventing unnecessary conflicts.

However,such an effort is a worthy one indamocracy whose fiscal viability has been
qguestioned. This is parlarly true for a democracy whextes of inequality remain alarming
and immoraldespiteemarkable wealth

The time has come to understand how foreign policy impacts the trajectories of poverty and
inequality on the basis of wgrbunded empirical slies. An initiative of this natureeistirely

feasible, since there are human and material redouitesmplementationin addition, new
technologiepermit exercises that wereviously unthinkable.

Simply choosing some areas on thermadt agend& a sufficient att Once the task is
completed, future generations will find it hard to understarttievtagk was not started earlier.

This exercise, when it does ocauyst alsoaccurately identify the impacts that global
transformationsvill haveon Brazilian society, and the existing maneuvering space for Brazil in
the emerging international system. It is from this type kftlhaira more modern and better
equipped vision will emerge to deal with the international challenges of the country.

Recommendations

This essay suggests that the time has cantérdzilian society tembracenew ideas and
concepts that may, in the near future, contributevisingBrazilian foreign policy. After all, the
doctrine of international action developed during the last year®oRB®Bsocialdemocracy
has lapsedlue to political transformatiobsth global and domestic

It is recommended that thigvisionprocessshouldcommencemmediately, with empirically
based studies and debates in all sectors of national public life. Such a venfuaredcsimmaitl
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not, remainconfined to the government or the academy, butimugve the entir®razilian
foreign policy @mmunity.

It is recommended that thedfort alsotake into account the redistributive impact of foreign
policy. Certainly the internationahction of acountry is never guided exclusively by concern
about the losses and gains of social glmagsaat home. Bugiven ourpoverty and inequality

rates, anavithin a scenario of budget shortages and intense fiscal tightening, this concern needs

to be made more explicit.

If cognizant of hovBrazilian strategies abroad affect national life, sociegveibidtter tools to
judge theforeign policyoptions of itsleadersin turn, based othis information professional
politicians will be properly equipped to go to the stteeisk for thevote of the citizensn a
democracy, thisthe most appropate way to conduct foreign policy.
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A Foreign Policy for Attracting Foreign Investment

CarlosGdesn | ds a malshnseHogkigaiversitig areeady/st forrthe mternational Monetary
Fundand ishief researcherMeticad@opuldnstitute

The strategy for Brazil's international economic integration over the last recent decades was
guided bya view of the economy as a z&rIm game, a thesis according to which one player's
gains are equivalent to the losses of andthercase was no differentflaneign policy aimed at

foreign direct investment (FDI). During the second half c2Q@ttecentury attractingforeign
investmentvas directed toward creation oB@zilian industriddub through the substitution of

imports by "national production”, even with products that were not competitive internationally.

While beneficial to politicians, multinationals, and trade unions, this type adrE@ted to

market distortionsuchas subsidies and protectionidogs not raximize thevellbeing ofnost

workers, nor does it align with the contemporary logic of international investment. Today,
international production is distributed in "global value chains", where the productive potential of
various counies is maximized thugh higHeveldivisionof labor and specialization.

Attracting FDI that isnotthe result of market distortiodses in fact benefitthe country's
population, which receives the investraspkternal savings to increase the capital stock. This,

in turn, tends to increase labopr oduct i vi ty andInempiridaltermstit, wor
is estimated th'din the last quarter of a centuithe economy of developing countries has grown
anadditional 1.4% per yedue toFDI. In the Brazilian case, in a time of lgghkernment and
householdndebtedness, where domestic savings capacity is limited, resorting to foreign savings
can serve as aiternative to finance investments in the cauntry

Brazilian foreign policy can contribute to attrgéreign investment in two ways: i) accelerating
multilateral and laiteral free trade agreementthrough adherence tegulatory frameworks of

various internatiohaegimes that help to fomenéxpectations by ensuring property rights,
corporate transparency and compliance, labor flexdmdyequitablend fairtreatment of

foreign investors. The two causal vectors of these strategies lie in the fact that there is an
empirical association beewm the reduction of trade barriers and FDI, and institutions that
provide predictability and serve as a gtesaf property rights and rule of lasthbtend to

increase the flow of investments in the country.

10CLINE, William R. Financial Gobalization, Economic Growthna the Crisis d 2007-09. Peterson Institute for
International Economics, 2010.

19



This chapteanalyzes thBrazilian situation, taking into accaatés oinvestment, productivity
and attaction of foreign investments, througtoenparison with other developing countries. It
then assesses thévances dBrazilian foreign poliay attracting sucimvestmentn the recent
decades, and makes recommendations for the future.

Why should we gekinvestment?

Investment is an essential part of economic developmt#r@.measure thatsacietyis able to
consume less in the present and aapertion ofwhat it praluces to increase its stock of
physical and human capitaljremeases tharoductivity of its workergVith this, there tends to
be a ris in workers' eal wages and final output, thereimreasing societyfature total
consumption capacity.

Intuitively, itis not very difficult to understatids. Imagine that a landscapgioghpany has two
employees and a lawn mower. Employees work8fitam. to 6 p.mtaking turns in oReour

shifts. They rece2a conmission for each lawn they maw this rate, # machine will be used

for ten uninterrupted hours, and each worker will have five hours of productivity. What happens
if the company buys a second lawnmowtieat is, an extra unit of capit@ife workers will
continue to work fron8 a.m. to 6 p.m. Novihowever, there is neeed to take turns on the
machine. They wilike theirequired twehour lunch breaknd workfrom 8 a.m. to nooand

from2 p.m.to 6 p.m

In this new scenario, with the increase in capital stock, the average productivity of workers
increases from five to eight hours per day. The company will be a&plécéorsore homes,
increase employeemmission and still make more money.

The increase in productivity tends to increase the total production (of $ewusé¢isand

wor k er s és(throagha theirwa@mgnission#éccording to the economiBaul Krugmah,

the Nobel Prize winner, "productivity is not everything, but in the long run, it's almost everything.
A country's ability to improve its standard of living over time depends aitimelt en its

ability to increase the output of its workers."

Since 2000, the productivity of BrazMerkers has grown lessnpared with growth ift6% of

emerging countries. In this period, while half oéthergingountries had aroducive growth

per workegrowth rateof at least 38%, in Brazil this growth was 16%. While these numbers are
influenced by the deep recession the country is experigmeioigmulative growth of workers'
productivity was wor se thrdughotthe peeod gaoxBgwhichount r i
was an era of economic expansion and domestic consumption

HKRUGMAN, Paul.The Age of Diminished Expectatiofifie MIT Press, 1997.
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EMERGING COUNTRIES: WORKER'S PRODUCTIVITY

(Index, 2000 = 100; real GDP divided by workforce)
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Since 2000, productivity of Brazilian workers has grown
less than in 75% of the emerging countries
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Source: Calculations made by the author of data from Haver

Analytics and World Economic OQOutlook/ IME. It includes 53 {%é.l MP

countries considered as emerging countries by the IMF. mercadopopular.org

Given the relationship between investment iaockase ofworker productivity, it is not

surprising to find that investment rates relative toliBra@DP werealso lower than those

found inmost emerging countries. In fact, during most girh@ousl5years, investment rates
in Brazil were below those observed in 75% of emerging countries.
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EMERGING COUNTRIES: INVESTMENT RATES
(GROSS FIXED CAPITAL FORMATION) (% of GDP)
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Source: Calculations made by the author of data from Haver

Analytics and World Economic Outlook/ IMF. It includes 53 $IMP
countries considered as emerging countries by the IMFE. mercadopopular.org

There are twaneans of financingivestments in a country. The first, mentioned above, is
through members of thmpulation savingart of their inconsto finance investments. This can
happen directlysuch asvhen a company reinvests profits, or indiraglignthose doing the
savinghendeposittheir surplusn thebank andthrough the financial systehmsesavingsare
accessible those willing to takeutloans to invest.

The second is to resort to foreign savings, by attracting foreign investment. In this respect, Brazil
also has low net foreign direct investment stocks compared to other emerging countries.
Although the country haim absolute terms, very large flows when compared to the size of its
economy, Brazil haget FDI inventories of less than 75% of emerging counfifes is an
indication that there is roolor more reliance oRDI as a method of increasing capital stock

and workers' incomén Brazil
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EMERGING COUNTRIES: NET STOCK OF FOREIGN DIRECT INVESTMENT
(In % of GDP, positive numbers mean domestic liabilities of FDI,
international investment position of the country)
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Intuitively understandinghe role of foreign direct investment is alsoandifficult task In
economic theory, it is established thetiors of productioficapital and labor, for example) are
subject to "decreasing marginal returns”. This means that the greater thecestatyvef the
factor, the greater the expected return with theaser ofin extra unit of that factor. In this
case, therefore, it would seem rational thedpital flows between countries were possible,
investors would move from locations with a latgek of capital per worker (developed
countries) towards thosétwlower capital stock per worker (developing countries), in search of
greater returnen investment. This would benefit both investors (who wbatdhave higher
profits) and workers in the countmno received the flow of investments (which walodoh
experience &age level increase along with produciiatgase

In practice, however, the direction of these flovbimsmore complicated. This is because there

are: (i) restrictions on capital flows that are often not elimpratedo investment treaties
betweencountries; r&d (ii) important institutional differenc®ongcountries, which increase

the risk of investment and inhibit the flow of capital to developing countries. The next sections of
this chapter try to explain how Brdwab advanced in these twmase and what steps can be
taken to expand foreign investment in the country.
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FDI, FTAs andllA s: Empirical Evidenceand Lost Opportunities for the @untry

Global governance of investment floe@nnot be separated framgulation of international
trade. This is because, in general, Free Trade Agreements (FTAs)theldbebilateral or
multilateraldeal withnational treatment dbreign investor§that is,the precept that foreign
investors should have th@me ghts and obligations dfdse under the application of thest
favorednation principlg and onlegal disputes relatedngestment.

In the absence of a global multilateral treaty on investment, regulation on trecdssas
fragmented and complexaBlian foreign policy could make effortdotong the matter to the
agenda of the World Trade Organization (WTO), which established a Working Group on Trade
and Investment after the Singapore Conferdnc&896. However, the agenda seems to have
stalledsince then, encountering great resistammedeveloping countries. The reason is that the
WTO principles of nosdiscrimination do not include tip®ssibility of policies such as the
minimum national contenequirement for the resulting productiérineestment in a country

which, for ideological reasons and dynamics of internal political econamoy, pamrstively
viewedby these countries.

Given the limited possibilities for global multilateral advancement, an alternative is to try to
expand thenumber of International Investment Agreements (HA®)ether they are specific
investment agreements or provisions embedte&TiAs. Empirically, it is important to note

that the flow of FDI to developing countries increases at the same raterésiptstipa in
FTAs.Formal statisticalinalyseswith several controls, report similar concluSidie number

of FTAs andbilateralinvestment treaties and the participation of countridtee WTO are
associated with greater flow of FThisassociatiois alscapparerit when the analyzed sample

is restrictedo Latin American countries.

'AVORLD TRADE ORGANIZATIONInvestment, competition, procurement, simpler procedévesiable at
<https://www.wo.org/english/thewto_e/whatis_e/tif_e/bey3_e.htiecessed on Sept. 18, 2016

BBUTHE, Tim; MILNER, Helen VThe Politics of Foreign Direct Investment intoDeveloping Countries: Increasing FDI
throughlinternational Trade Agreement8®erican Journal of Pdiical Sciencev. 52,n. 4,p. 741 762, Oct. 2008.

¥PONCE, Aldo Fernand®penness and Foreign Direct Investment: The Role of Free Trade Agreements in Latin America
Available at <https://ideas.repec.org/p/pra/mprapa/4187 htMtcesed on Sept. 18, 2016.
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DEVELOPING COUNTRIES: AMOUNT OF FREETRADE ARRANGEMENTS
AND FDI FLOWS (cumulative number of treaties and annual flows in

constant billion dollars)
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In this respect, Brazilian foreigrlipy seems to lmut of date Utilizingdata from UNCTAD to
compare Brazith agroup of Latin American countries and othejor emerging economies, it
can beobserved that the countrgshthe lowest number sifjned or ratifiesthvestment treaties.
While dlthe other countries analyzed (with the exception of Coldrabé&gignedr ratified at
least fifty treaties, Brazil has only @ith only thirteen of them havithgen ratified.
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SELECTED COUNTRIES: INVESTMENT TREATIES, 2016
(Total number of bilateral or multilateral investment treaties)
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Observing the evolution of the number of investment treaties signed by the Brazilian government
over time, it can be seen that, despite thehttcBtazilian foreign policy took amore robust

position during the "autonomy for diversificationethe international strategy to attract
investmenappears to hawstagnated. The periodgreatest expansion was between the years of
1993 and 1998yith the creation of MERCOSUR and the formalization of agreements with
countries of the bloc, as well as a dozen bilateral treaties signed by Brazil with European countries
(including Portgal, Switzerland, Italy, Fran€mland, Denmark and the Nethedls) as well as

with South Korea. Sia then, theumber of lIAsremainedelatively stable until the rREA1G,

with the signing of treaties with countries in Africa (Angola, Mozaandudalawi) and Latin
AmericaMexico, Colombia, Chile and Peru).

I VIGEVANI, Tullo; CEPALUNI, Gabriel. A politica externa de Lula da Silva: a estratégia da autonomia pela
diversificac@oContexto InternacionaRio de Janeiro, v. 29, n. 2 JtDecember 2007.
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BRAZIL: INVESTMENT TREATIES SIGNED
(Cumulative number of bilateral or multilateral treaties signed by
the Brazilian government)
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FDI and Institutions: Adhering to International Regimes as Strategy to Attract
Investment

Conventional economic theory suggests that investment will flow from countries with the highest
stock of capital per worker toward those with smaller stqmiachice, this flow from developed
countries to developing countries, although increasing, is much smaller than the theory would
calculate.

One of the explanations for this discrepancy was discussed in the previous section. Unlike the
theoretical modelthe real world presents many barriers to investment flow. As noted earlier, as
these barriers are removed, the flow of investment tends to increase.

Another potential explanation for this discrepancy is the fact that the institutional frameworks
differ anong several courgd. Economic institutions aecial arrangemente theyormal or

informal, whiclguarantegreater predictability for actions of economic agents and aim to reduce
transaction cost3.hey are responsible, for example, for the reld¢igeee of protection of

private propertyagainst arbitrary expropriations, and represent even less tangible elements, such
as the level of trust people have in each other (which is sometimes referred to as "social capital”).
The relationship betwedngher quality economic institutions and the level of development of a
country has been extensively studied, and there is a great deal of empirical evidence corroborating
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the institutional hypotheside it explainingthe differences in income level amaountries,
or, in a more dynamic way, explaining Heauntries grow richer as their economic institutions
improve.

Therefore it is no surprise that there is also a relationship between the flow of foreign direct
investment and the quality of a coylatinstitutions. By statisticalydyingthe relationship
between institutions and IEDs in 107 countries over 25 ydaet af determinedthat
protection of property rights, low risk etpropriationand guesntee of Rule of Lawre the

factors mostassociatewvith positive FDI flowSimilarly, in studying3 developing countries

over 20 year8Busse& Hefeket®observd that battlingagainst corruptiomnd working towards
accountability and democracy, and quality oftstedaucracy are also associated with a positive
FDI flow.

To a large extent, these variables depend on broad domestic reforms that go far beyond foreign
policy. However, foreign policy can help to guide the domestic legislative agenda, in addition to
sighaling positive changes for potential investors by expanding the country's participation in
certain international regimésternational egines’serve aghe counterpart of international

political theory in terms of the ideaindtitutionsin domestic glitical economy: ey are
standardized principles, norms, rules and procedures for dwaisiog that help to guide the
expectations of actors in a particular areaterhational relains. As institutions, they have a

formal facet (internationak#ties and conventions) and an informal one (practices and general
principles on what is accepted as action by international actors).

International regimes on trade, services, transparency and corruption, private propanty rights
labor rights usually attempt to standardize and promote good practices in each of these areas.
Therefore they can functido improve the domestic institutions of the actors. They also have a
role, by adding a standardized international siiomenn aparticular area, ofénhancing
investment security, increasing stability, predictapittyranspareneyeading to risk reduction

and investment.

Therefore, in lighdf this empirical relationship between the quality of economic institutions and
theflow of FDI, the role of foreign policy in promoting investment, in addition to the signing of
lIAs, includes adhering to regulatory frameworks capable of ensuring property rights, business
transparency and compliance, as well as labor flexibilityr amdi faquitable treatmeoftthe

foreign investor.

The tdle below lists these benchmabkefly described, as well as Brazil's position in relation to
them. The country has already signed and ratified the entire set of multilateral frameworks of the

BACEMOGLU, Daron; JOHNSON, Simon; ROBINSON, James A. The Colonial Origins of Comparative Development: An
Empirical InvestigationThe American Economic Review 91, n. 5, p. 1369401, December 2001.

 GOES, Carloslnstitutions and Growtha GMM/IV Panel VAR Approach. IMF Working Paper,

Westen Hemisphere Department, J@915.

Ali, Fathi A.; Fiess, Norbert; MACDONALD, Ronald. Do Institutions Matter for Foreign Direct Investm@pgn
Economies Review/. 21, n. 2, p 204219, April 2010

BUSSE, Matthias; HEFEKER, Carsten.Political Risk,Institutions andForeign DirectinvedtwAMA Discussion
Papemtdamburg Institute of International Economi2§05.

KRASNER, Stephen DStructural Causes and Regime Consequences: Regimes as InteVariaiges International
Organization V. 36, n. 2, p 18205, 1982.
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WTO, as well as two treaties on the prevention of corruptinoa from the OECD and the
other from the United Nations.
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International Norms for Investment Transparency and Security
Binding Documents Finalized = Signed Ratified Details

Agreement on Trade Related Investment Measures (TRIMs) 1994 Y Y

Framework agreements that rule over investments and trac
services within the scope of ILO.

Binding agreements on corruption that define practices of
public sector and its relationship with the private sector.

on Pro

Predicts the facilitation and and liberation of capital flow

OECD Convention on the Liberation of Capital Flow 1961 N between thg cguntrles that. have signed thg agreement, a?
standardization of a portion of the regulation on the subje

Defines that workers should be free to form unions withot

restrictions and should be independent fromthe governm

ILO's Convention n. 87 on Free Association and Protection of the Right to Self-Organization 1948 N N The terr'ltonal' mpnopoly given by th'e Braziian Ieglslatpnnn
some unions limits the number of unions and the possibility

better collective negotiations between employees and

employers.

Convention for the Resolution of Disputes relative to Investments between States and Nationals of othe Creates.ICSID, part. ofthe World Bank, which coord.mates 1
. . L . 1966 N N resolution of conflicts between governments and investo
which creates the International Center for Arbitration of Disputes over Investments (ICSID) . . N
through international arbitration.
Non-binding Documents Finalized Details
‘e Drin i 1999, 2004 anc N . .
OECD/G20's Principles of Corporate Governance 5015 Define rights and duties of companies, shareholders and transparency.
Defin tandar f lit r fr n li nd integrit
Special standards for dissemination of IMF data 1996 efines standards of quaity, coverage, equency, public access and integri
governmental statistics.
. . . - Defines standards of transparency for Central Banks on the conduction of mor
Code of Good Practices on Transparency of IMF Monetary and Financial Policies 1999 P y

policies.

Defines standards of separation between the public power and the economy, a
Code of Good Practices on FMI's Tax Transparency 2007 standards of transparency and the establishment of an open and regulated si
for tax policies.

- - Defines standards for property rights on land and natural resources, respec
Voluntary Guidelines for Land Tenure, Access to FAO's Forest Resources and Fishing 2012 . prop y 9 - S P
traditional communities and principles of sustainability.
. . 2(.)01 (adpptec Create standards for national and international accounting, decreasing transe
International Accounting Norms in Brazil in . . . . )
2008) costs for international companies that invest in the country.

Source: Developed by author
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There are also two protocols signetthéMERCOSURagreementvith the goal of regulating and
facilitatingintrabloc and extrabloc investments. Thed®wever, were signed in the early 1990s,
and hey nevewent into effectRevitalizing these instrumetodaywithin the regional integration
bloc appea asa viable strategy for Brazilian diplomacy.

In regards tdinding multilateral rules, there are two important documents that have not even been
ratified by Brazil. The first is Convention 87 of the International Labor Organization, which
determineshatworkers must be free to form unions without restrictionfoandintain a position

of autonomy in relation to the government. The obstacle is that the prin8pledicalUnity,

which grants a territorial monopoly to the syndicate of a padatelgory in eadonstituency and
defines the collection of trade union tax, violates the provisions of the Convention. These
provisions of Brazilian law restrict the number of unions in the colimiting the possibilities of
collective bargaining leten companies and employers, a possibility that brings an element of
flexibility in relation to the rigid Brazilian legislation and the needs of the interested parties.

In addition, Brazil nevgoined thelnternational Center for Arbitration for Investm®isputes
(ICSID),which ispart of the World Bank grougdicated to resolving disputes through arbitration
between investors and governments. Traditionally, the argument is that prior commitment to the
possibility of resorting to international arbdratwvould be a violation of national sovereignty.
Brazilian diplomacy should consideif this perspective is correct or whether the benefits of
joining ICSID aralignedwith the tradition of defending multilateralia Brazilian foreign policy;

and i) if the benefits of joining the ICS|@nd ensuring greater legal cert&mtioreigninvestors
wouldoutweigh the costs oédingautonomy.

Finally, thereexists a sebf nonbinding international standards tlasist withgovernment
transparencynd the expectationsf foreign investors, beyotite scope of Itamaraty, since such
standardsequire coordination among sevarahs of government (and also ansmuigety). For
example, the good practiemd data dissemination standardsnotedby thelMF would have to
be implemented by the Central IBahe Ministry of Finance af8GE. It is important to note
that, in these cases, the coudtgs distinguishiself with abroad and frequergvailability of
reliable data and a monetary posiapported byeriodic reports and the publicat@rMonetary
Policy Committee (COPOM) of the Central Baekting minutes

Another important modificationwhich has beenmplementedin Brazil since 2008re
International Accounting Standardshich,through standardization oftional accounting with
international standards, reduces transaction costs for international companies that invest in the
country. The adoption dhis standardization includasilcsocietyorgans such as the Federal
AccountingCouncil, and public agencies, such as the Centrati@aimternal Revenugecretariat

and the Brazilian Securities and Exchange Commission (CVM). Maintaining this alignment is
important forkeepingransaction costs low.
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To learn more:
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Condensed 8mmary on History of FDIs, its Relevance to Developing Countries and
Future Prospects World Economic Forum (2013), Foreign Direct Investment as a Key Driver
for Trade, Growth and Prosperity: The Case for a Multilateral Agreement on Investment.
Compilation of Best Practices and Economic Policy Recommendations for Attracting

I nvestments OECD (2015), Policy Framework for Investment.

Statistical and Analytical Compendium on Inventories and Investment Flows in the
World: UNCTAD (2015), World InvestmeReport.

Manual of International Law on the Regulation of Investments, with a Historical
Perspective and @erview of Contemporary Rgulation: Andrew Paul Newcomlaad Lluis
Paradell Law and practice of investment treaties: standards of treatment. Klawer La
International, 2009.
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The Problem of Foreign Trade

Diego Bonom@ | d s a maBUCSRandsis ntheagimgedieectdr of ddeigntira Nanal
Confederation of Industry

The nature of thechallenge

Brazil is thesecondnostdisconnected country in the2B in terms of international trade. Of the
economies that compose the group, it is the onédimanstrates the greawiffierentiabmong its
position in the GDRanking' (9" placg and exportsanking? (25" place, behind onlyArgentina

In terms of import§ Br a z i | & s (25thipladeie only greateathan that Afgentina (46
placg, but keep inmind that theneighboring countryhas barredmports through years of
Kirchnerism.Given that there wa&n epsode of European commercial expansion”, as Celso
Furtado stateim the opening sentence of R@macdo Econdmica d¥, Bras#éms incredible that
after more than thirty yeasthe New Republic, nor&zilian government has sougtdater and
betterintegration of theountry into the international economy throtaykign trade in a clear,
active and consistent way.

There are many possible explanatiorfs this situation, but two in particuldeserve special

attention The firstzirlefeonstdoaddhecioaBtread with fo
infrastructure and needed regulatory framefttwkaake Brazilian companies more competitive in

the world economy. Despite its economic weight, the country is still far from being one of the main
players in international trade due to this structural problem.

The second cause of disconnection concerns the conception and implementation of trade

diplomacy. The current model is insufficient because it lacks clear and effective guidelines and
targetdor opening foreign markets to Brazilian goods, services and investments. In addition, trade

diplomacy suffers from an institutional arrangement that creates conflicts among governing bodies
involved in their respective tasks of formulation and execthi®nesult is a public jpry that

delivers resulthat do not meet theeeds of a complex economy like Braklsrefore despite

ZTHE WORLD BANK.GDP rankingAvailable at <http://data.worldbank.org/datatalog/GDPrankingtable>.Accessed on
September 17, 2016
ZANVORLD TRADE ORGANIZATIONLeading exporters and imgers in world merchandise trade, 204vailable at:
<https://www.wto.org/english/res_e/statis_e/its2015_e/sectionl_e/i07Adsessed on September 17, 2016.
23 i

Idem, ibidem.
2 FURTADO, Celso. Formacdo Econémica do Brasil. S&o Paulo: Companhia das Letras, 2007.
% BONOMO, Diego. Nove teses sobre a diplomacia comercial brasiResasta Brasileira de Comércio Exterjdrio de
Janeiro, n. 117, p. 3ActDez2013.
% CONFEDERACAONACIONAL DA INDUSTRIA / ESCOLA DE ADMINISTRACAO DE EMPRESAS DE
SAO PAULO DA FUNDACAO GETULIO VARGAS. Desafios a competitividade das exportacdes brasifeiaitable at:
<http://desafiosexport.org.brigontent/uploads/2016/08/FGFAESRCNI-2016 Desafiosa-Competitividadedas
ExportacoesBrasileiras.pdf>Accessed on September 17, 2016.
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the rhetorigdhat everBraziliangovernmenhas expressed some pointthere is no consistent and
permanent strategy tohide diplomacy.

In addition tahe elevated costs that tteintry imposesn itscompanie$or foreign trade and the

lack of a commercial diplomacy strategy, there is now an additional problem, which tends to
contribute to thecurrent isolation of Brézthe Operation Lava Jatoy theFederal Prosecution

(MPF). In unveiling thiole ofleading Brazilian engineering companies in a corruption and money
laundering scheme to divert resources from Petrabtad a sdm éwvd importanttrade policy
instruments- official support for exports of goodsdaservices through financiagd public
guaranteesind thepolitical action of presidents and former presidents, as well as dipigimats,
foreign governments to make contradédble fo exporters and investons the country. The

potential for criminalization of these practices, by means of a formal act or the mere perception of
public opinion, tends to negatively affect Brazil's already low performance in international trade,
sinceit stiflessome of the main mechanisms of trade policy and diplomacy.

The following sections offer an analysis of these obstacles to Brazilian foreign trade and
recommendations to overcome them.

Brief conceptual note

Before proceeding with the analysis of the problems, a brief conceptusl nemded here
Throughout the text, two expressions are used that, althougim alesaningactuallyreflect
different realities: "commercial policy” and "commercial diplomacy"

The first is public policy aimed at gauging the countggsation ininternational trade and reflects
the balance of political forces in government and society that favor trade idreeaddz@conomic
integration, awell as thosthat arecontrary to both. In this context, the implementation of trade
policy covers all foreign tradestruments including export promotion, import management,
taxation and financing of exports and investremd$oreign trade logistics, among others.

The secondxpression, however, reflects only the intersection between trade policy and foreign
policy. That is, it concertise aspect odiplomacy devoted t@achingrade policy objectives. In

this case, commercial diplomacy is limited to four main instrunceets ®@ foreign markets
through negotiation of agreements, settlement of trade disputes, trade promotion and political
defense of theconomic interests of Brazilian companies in other countries.

The structural problemt domestic reform and access tmarkets
The concept othe "Brazil cost" emerged in the early 1990s and was popularized by the National
Confederation of Industry (CNI) as a tactic to unite the private theotggh acommon narrative

in favor of domestic reforntBat would beaimed aincreasing competitiveness. Since then, this
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effort his become central to the public debate about the direction of the economy, although, as CNI
itself today contentsthe elements that comprise this cost are considered only part of thatissue
resultsin lack of competitiveneskow productivity due tgpoor quality education ardw
innovation capacity of its economicadiiive population also affects the performance of the goods
and services produced in the country.

Competitiveness is a relativeasgt,in whichprice and quality of goods and services produced in
Brazilcan becompared to those produced in other countinea.weltkknown article forForeign
Affairsmagazine, Paul Krugman warned of the risks of what he characterized as an obsession with
competitivene&$given that he believes that teecept is based on a false prentisat countries

compete with each other in the inétonal market in the sanvaycompanies compete with each

other in any marketsenerally speakinthe idea ofcompditiveness is related to the export
performance of an economy and to-thmaercantilisand incorrect- notion that exporting more is
necessarily good (or bettean more imports Therefore Krugman concluddbat trusting any

decision within this obsession can lead to serious mistakes in the management of the economy,
including adoption of protectionist policies and the triggering of trade disputes.

Despite this warning, there is no denying thatthe qpfadity a zi | 6 s i ntegr ati on
economy leaves much to be desraetlidargely du#o lack of domestic refornaémed at reducing
the"Brazil cost" associated with foreign trade.€ldws not exist a precteterminatioof which

factors create this cost, but tHerazilian Association of Machinery and Equipnhahiistry
(ABIMAQ) recentlysought to measure it based on eight elethemisinputs capital, taxation,
logistics, labor dgslation, bureaucracy and rules, investments and energy. All of these have an
impact on foreign trade, as the reduction of relative cost to acemhbeneficompanies that
participate in this activity.

The 0 Br &amdjorissoedd bésolved For five of the eight points above mentioned, it is
possible to adopt specific trade policy measures to make Brazilian goods, services and investments
abroad more competitive.

The first is the reduction of cost of imported raw goods utitizéw iproduction of goods and
serviceshat, in a later phrase, will be exporide: entire logic of fragmented production in global
value chains (GVCs) assumes a reduction of costs of importation. While the country has traditional
instruments to be ex@tfrom taxation on such inputs, as is the case with various drawback models
and some tax models that are the target of the Eurdmeahshelapanesein the World Trade

2" DA FONSECA, Renato; CUNHA, Samantha. Industria brasileira: da perda de competit@idemperagaoRstudos
EcondmicosBrasilia, n. 1, p. &ovember2015.

2 KRUGMAN, Paul.Competitiveness: A Dangerous Obsesstoreign Affairs Mardh/April 1994.Available at
<https://www.foreignaffairs.com/articles/1998-01/competitivenesdangerouobsession>Accessed on September 2D16.
2 ABIMAQ. Custo Brasil 20022012.Available at <http://www.abimag.org.br/Arquivos/HtmI/DEEE/130715%20
%20Custo%20Brasil%20(lIl).pdf>Accessed on September 17, 2016.

0 WORLD TRADE ORGANIZATION. Dispute Settlement: Dispute DS4ARailable at
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds472_e Baptember 172016.
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Organization (WTQ it is undeniable that the Common External Tariff (CET), adbpt&dazil
and other members of the Southern Common Market (Meredfaats the production of finished
goods.

A study preparebly the Federal UniversityRio de Janeiro (UFR:Ipr the Sa Paulo Federation

of Industry(FIESP)and the Industrial Development Studies Institute makes it clear G&Tthe
also reflects the option of the country to createaa industrfand formerly,0microelectronics )
during the effective period of a strategy of imgdrstitutions.As a reglt of this option, import
taxes tend to be high in industrial sectors thahterenediary producers and suppliers of others,
suchas is the case wiluto partselectronics, machinery and equipmeetialiargy, chemicals and
steel.Thus, the tariff evegually increases the cost of imported industrial irgpe&ting a perverse
incentive fothe verticalization of chains within Brazil andmgakem less competitive, since they
aredisconnected from the main flows of international trade. The solution to this problem is the
reform of theCET, in order to reduce the level of protectionof the economy, to eliminate
distributive conflictamongeconomic sectors and to encourage|Braparticipation in theVCs.

The second measure, comple@gnio the previous one tagal tax exemptiofor exportat WTO

rules allow member countries and customs territoribe exempt from taxation or allow the
abatement of taxes on exporteddpii$®To put it in another way, no economy is forced to
"export taxes" embedded in their goods. In the case of Brazil, this rule is reflected in the Federal
Constitution, which, in four different articles, ensures tt@&led "tax immunity" of exports, in

another wordghe norincidence, suspension or compensation of federal, state and municipal taxes.

Despite the clarity of the constitutional text and major advances in the last thirpugkas the

passing of the Kandir Act, which regulataed éxemptionat the state level the exporter still

suffers fromsuch taxatignwhichtaxes still placed goods and servic#sat are directed at the
foreignmarket. The result is a decrease in Brazilian competitiveness. To solve this problem, it is
necessary for the federal and state governments tdallfa reimbursement of the tax credits
generatediuring export activity- which, in many casdsave negative effects on tt@mmpany

balance sheets, since they are never compensated. In addition, the National Congress must approve
a tax reform that eliminates the remaining residue, resulting from the cumulative collection of some
types of federal taxes and charges relatedrggy@onsumption and telecommunications services.

The third measure is in the aredogfstics. The main problem related to foreign trade is the low
quality and lack of investment in the countjrastructure, which increases the cost of freight in
the transportation of goods for export or import. For example, a calculation made by the Japanese

31 1dem. Dispute Settlement: Dispute DS48vailable at
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds497_e.Beptember 172016

32 CASTILHO, Marta Reis (coord.). A estrutura recente de protecdo nominal e efetiva nomcadd. Janeiro, April 2015.
Available at:: sttp://az545403.vo.msecnd.net/uploads/2015/07/publicacao_web.pdf>.Accessed on September 17,2016.
*WORLD TRADE ORGANIZATION.Agreement on Subsidies and Countervailing Measéveslable at
<https://www.wto.org/english/docs_e/legal_ekxn_01_e.htm#ftnt1>Acessed on September 17, 2016.
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trading company Mitsubi¥hilemonstrates freight costs in Brazil. The cosemdingsoybeans
produced in the MiddM/est regiorof Brazilto the port of Satos is five times greatérah the

freight chargedor moving soybeans produced in the Ameritéidwest to New Orleansan
equivalent distance. This type of distortion can only be resolved through an adequate public policy
of infrastructure regulation aim¢estment. However, trade policy can also make its contribution.

There are more than twenty different rates, charges and tariffs that are charged to companies that
operate in Bral@n foreign trade. Theaee linked to several stages of the actiartgingrom the

licensing of products to the scanning of containers, including the use of government electronic
systems, such as the Integrated Foreign Trade System (SISCOMEX). This charge generally occurs a
ports and airports. In practice, it is an Sible tax"on those who wish tarticipate in
international traddecause itgnit value is low and there is little transparenahargesuse and

economic impact. In this sense, a practical solsitioe establishment of a single collection system,

so thata companyis faced only witkeentralizegpayment of these fees, charges and tariffs. The
creation of this system can reduce bureaucracy and, at the same time, make the real impact of these
obligdions measurable on Brazil's competitiveness.

The fourth measure concerns a specific labor legidigpiorrelated to Braziliamvestments

abroad. The Expatriates Act is outdated for the current dynamics of the country's economy. The
boom in exports ding the 2000s was accompanied by the creation and expansion of Brazilian
companies in other countries. AccordincheoRanking of Multinationals by fhendacdo Dom

Cabral (FD®, Brazil now has more than fifty companies with investment (or $es)drioad-

in agribusiness, industnydservices.

As part of thi internationalization strategiggese companies move Brazilian employees from their
headquarters to subsidiaries in other locations. However, current legislation imposesolmigh cost
whatshould be a simple amgxpensiv@rocedue. An example of the anachronistic nastithe

current law is the requirement for the expatriate to have a dual employment contract with his or her
home address and the subsidiary in which he or she will work. The solution to this problem requires
the updating of legislaticandraft of which ks already been discussed exhaustively by trade union
centals and business entities. What is needed is asifitfdal decision to send it to National
Congress for voting and approval.

The fifth and last step concerns the reduction of bureaucraby andplifiation of foreign trade
rules. Inregardgo administrative and customs procedures, the WTO's new Agreement on Trade

34 PORTAL DA INDUSTRIA. Reinforcementof Business RelationshipbetweenBialapan. Available
at:<<http://arquivos.portaldaindustria.com.br/app/conteudo_13/2014/08/06/840/AiichiroMggitsubishiCorporation.pdf>.
Acessed n September 17, 2016

%5 DRUMMOND JUNIOR, Aldemir; BARAKAT, Livia Lopes; CRETOIU, Sherban Leonardo; ASSIS, Elisa Régis Dinelli de;
COSTA, Flavia Pedrosa; LIMA, Helen CardenuENEZES, Vanessa Freitas. Ranking FDC das multinacionais brasileiras
2015: a capacidade de adaptacao cultural das empresas brasileiras nd\ouaddéma, MG, 2015Available at:
<http://www.fdc.org.br/professoresepesquisa/publicacoes/Paginas/publibetedtte. aspx?publicacaoc=184%&essed on
September 17, 2016
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Facilitation (AFLestablishes aumber of disciplines. In this arda MDIC and the Federal
Revenue Servicknpwn as the Reita Federnhdopted a bold strategyindiate customs reform

for the countryprior to the approval of the multilateral agreeiueteBali MinisteriaMeeting of

the WTO, in December 2013. The two main pillars of this strategy are the SingleTFaateign
Portal and the Authorized Economic Operator (OAS). A study by the Getulio Vargas Foundation
(FGVY* done forCNI shows that the benefits of the Single Portal range from increasing GDP to
expanding exports, imports and investments.

This type of progress, however, did not occur in the anele®thategulate foreign trade. Brazil

still has dozens of laws to deal with this activity. In many cases, there are rules inwferee that
createcprior to the Federal Constitution and rétfi@re, have not passed the test of "reception” of

the new constitutional text, a fact that creates great legal uncertainty. The legal anachronism is so
evident that the regulation of the country's import taasisd o ariffs Lawof 1957 which was

the majorBrazilian protectionist legislatibom the 20th century. The situation is even more
serious at the infralegal level, where no less than 22 federal government agencies pesiice hundr
of export and import rules. To eliminate this tangle, Brazil needs to adopt a unique Foreign Trade
Code. This kind aghstrument already exists for other econaustivitiessuch as water and fongst
management, mining, telecommunications and air trarspaddition to development of the

Code by the National Congress, the federal government bosiesonuolidate their infralegal

norms in a single instrument per insatut This effat can significantly redueéec o mpany 0 s
transaction costas well as increadieggal certainty in this activity.

Even if all thetrade policy measures suggested saréradopted, the country's increased
international integration also requires a clear, consistent and sffattigy for access to external
markets.

Brazil has always attached great importance to the liberalization of trade at the multil@aral level.
onehand, the opening is more economically effective, since it allows the reduction of protection in
several markets at the same time (although it is of low efficiency due to the slowness of the
negotiation process). On the other, the country sedksmgtisen international multilateral regimes

as part of its foreign policy strategy. Despite this prioritization, the Brazilian government also sought
to move forward on other negotiating fronts.

Since the beginning of the New Republic, Brazil has goughtitwo distinct phases in its program

of bilateral trade negotiations. In the first, the objective was to create an integrated economic space
in the Southern Cone under the rules of the Latin American Integration Association (LAIA). The
decade and a hakétween 1981 and 1995 was dedicated to this construction, which began with an
agreement with Urugua¥982¥’, followed by another witlrgentina (199%)and finally, an

3¢ portal Unico pode elevar o PIB em US$ 23,8 bilh6es em 2016, um acréscimo de 1,19%, apohg@i@id.de Noticias CNI
31 October 2014.

37 ALADI. Adecuacion del Protocolo de Expansion ComerS8iascrito Entre Brasil y Uruguay al Mecanismo de Acuerdos de
Alcance Parcial Previsto por el Tratado de Montevideo 18&&ilable at:
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agreement joining these countries with Paraguay and Ug@@&y, under the Treatypf
Asuncion A corollary of this process was the adoption of the Ouro Preto Protocol, which
established th€éET and created a large market reserve for Brazil with its neighbors. An important
and controversial article from the World Bank feaublished1999demonstrated this effect. In

any case, the construction of this integrated economic space was slowvahkdtfive
governments Figueiredo, Sarney, Collor, Itamar and FH&hd was conducted mainly by the
Ministry of Foreign Affairs (MRE).

In the second phase, less explicit from the point of view of diplomatic discourse, but equally
important to the previous one, the country sought to expand this integrated economic space to all of
South America. Using a strategy for which it always criti@z6dited States, Brazil conducted a
process of connecting the other South American countries to Mercosur. Known in the jargon of
trade policy as htdndspoke, the strategy is to use an existing trade agreement as a platform for
joining other economieshus, over the next decade, between 1996 andi#0B6IC and Lula
governmenhegotiated free trade agreements between the bloc and other né&iiba096)

Bolivia (19965, Colanbia (2004), &@ador (2004), Venezuela (28aa) Peru (2003} Even
Guayana(2001¥ and Suriname (200%) won partial agreements, directed at less developed
countriesn the region.

<http://www.aladi.org/biblioteca/publicaciones/aladi/acuerdos/ace/es/ace02/web/ACE_002_0Acuerdogaifsed on

September 17, 2016

38 ALADI. Acuerdo de Complementacion Econdémica N° Adailable at
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/92266e44038bB8d2005038ch?Ope
nDocument>Acessed on September 17, 2016

39 ALADI. Acuerdo de Complementacion Econémica N° A8ailable at
<http://lwww.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/49efa678bc0690ch03257742004a7d81?0pe
nDocument>Acessed on September 17, 2016

“0SOLOAGA, Isidro; OLARREAGA, Marelo; WINTERS, AlanWhat's Behind Mercosur's Common External Tavittld

BankPolicy Research Working Papeiovember 1999.Disponivelem: <http://elibrary.worldbank.org/doi/abs/10.1596/1813
94502231>.Accessed on September 17, 2016

“1 ALADI. Acuerdo de Complementacion Econémica N° 35 Celebrado entre los Gobiernos de dos Estados Partes del Mercosur y
el Gobierno de la Republica de Chifezailable at:
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/86868a7d70325776d005ad45a?0Ope
nDocument>Accessed on September 17, 2016

2 ALADI. Acuerdo de Complementacion Econémica N° 36 Celebrado Entre los Gobiernos de los Estados Partes del Mercosur y
el Gobierno de la Republica de Boliviavailable at:
<http://lwwwaladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/a38f409deb2bd723032577ea006764€9?0pe
nDocument>Accessed on September 17, 2016

43 ALADI. Acuerdo de Complementacion Econdémica N° 59 Suscrito entre Argentina, Brasil, Paraguay y Uruguay, Fzstad

del Mercosur, y Colombia, Ecuador y Venezuela, Paises Miembros de |aA®4aikble
at<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/a87h991 5768680 04bcd49?0p
enDocument>Accessed on September 17, 2016

44 ALADI. Acuerdo de Complementacion Econdmica N° 58 Suscrito entre los Gobiernos de la Republica Argentina, de la
Republica Federativa del Brasil, de la Republica del Paraguay y de la Republica Oriental del Uruguay, Estados Partes del
Mercosur y el Gobierno da Republica Del PeriAvailable at::
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/83f546df31fd8b30032578950053f323?0pen
Document>Accessed on September 17, 2016

S ALADI. Acuerdo de Alcance Parcial de Complementacion Econdmica N° 38 Suscritoal Amparo del Articulo 25 del Tratado

de Montevideo 1980, entre la Republica Federativa del Brasil y la Republica Cooperativista de Sajkaide at::
<http://www.aladi.org/sfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/4fcb0e72824h25da83257e4300506d05?0pe
nDocument>Accessed on September 17, 2016
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Concluded in this second phase, commercial trade negotiations lost drive and focus. There were
sporadic actions: some important ones fronecamomic point of viewsuch as partfaland
automotiv&® agreementsith México (2002); othgmotivated mainly for reasons of foreign policy,

such as free trade agreemueiitis Israel(2007¥and Palestin(20113 and partiabnes withBAS,

India (2003)and South Afri¢2008¥.

Thelow point in thenegotiation®ccurredwithB r a z i | nGe®n betting onsthte eonclusion of

the WTO Doha Round in 2008 and the subsequent suspension of any bilateral negotiations during
the Dilma government. In the latter case, Brazil opted, for the first time since the end of the military
regime, for a protectim strategy focused on the domestic market.

It was only in 2015, with the economic crisis and the advent of the Nationgti&rpBtan
(PNE), prepareby risingMDIC analytidoureaucragythatthe country's trade negotiation program
was resumed. TheNE was the first official document teastablish clear guidelines and realistic
targets for new agreements. While maintaining the objective of moving forward at the multilateral
level, the Plan made clear the priority to be given to bilateral negot@tonclude a major free
trade agreement with Kieo® (called an "expanded agreement", to circumvent the Mexican
sensibility regarding the competitggnof Brazilian agriculturt®)conclude negotiations between
Mercosur and the European Unido;expand and deepen existing agreements in South America
and negotiate new ones wather Latin American partnets;adopt a buildindplocks strategy with

the United Stase throughareaand sector agreements; amdeek other partners for trade and
investment negotiations.

“8 ALADI. Acuerdo de Alcance Parcial de Complementacion Econémica N° 41, Suscritoal Amparo del Articulo 25 del Tratado
deMontevideo 1980, entre la Republica Federativa de Brasil y la Republica de Suriname

para la Concesion de Preferencias Arancelarias para el Comercio deMaitable at
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d18&90B#® 16403257b5100455231?0pe
nDocument>Accessed on September 17, 2016

47T ALADI. Acuerdo de Complementacién Econdmica N° 53 entre la Republica Federativa del Brasil y los Estados Unidos
Mexicanos Available at
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/500a94b3290e6e3403256¢440049306a?0Ope
nDocument>Accessed on September 17, 2016

“8 ALADI. Acuerdo de Complementacion Econémica N° 55 Celebrado entre elMercosur y los EstadosMénidasos.

Available at
<http://www.aladi.org/nsfaladi/textacdos.nsf/ca05a6ae01cc969583257d8100416d1e/49f7cdd2e4a9e05603257893005a65ae?0Ope
nDocument>. Accessed on September 17, 2016.

‘5‘(9) OAS. Available at <http://www.sice.oas.org/Trade/MER_ISR/Index_ezagjccessed on September 17, 2016
*l0AS.Preferential Trade Agreement Merceblutia.Available at <http://www.sice.oas.org/Trade/MRCSRIndia/Index_e.asp>.
Accessed orSeptember 17, 2016

20AS.Free Trade Agreemebétween Mercosur and the Southern Afri€arstoms Union. Available at
<http://www.sice.oas.org/Trade/MRSRSACU/Text_2008_e.pdiceessed on September 17, 2016.

>3 MINISTERIO DAS RELACOES EXTERIORES. Acordo Comercial Expandido Brisikico. Available at::
<http://www.itamaraty.gov.br/pBR/notasa-imprensa/9854cordecomercialexpandidebrasitmexicocidadedo-mexico26-
de-maio-de-2015>.Accessed on September 17, 2016
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Returning to alear, consistent and effective market access strategimsental foreducing the
country's isolation in the international economy. Irsémise, it is necessarydalisticallyaccept

that Brazil is at a didvantage compared to other G20 memherseeds to broaden its range of
agreements, but it has no economic maturity (nor political disposition) to negotiate deep integration
of arrangemants such ake megagreement of the TraRadfic Partnership. Tus, resumption of

the PNE, createdsuccessful political articulation between the government and the private sector
(andamong government agencies), is the fastest, safest and most effective way to move forward.

Despitethe rhetoric exerciseby each govement, the country's priorities are already outlined in

the PlanJust running it efficiently and updattrennuallys sufficientasthis mechanismvasbuilt

into its own design. The Brazilian program of bilateral trade negotiations must abandon the
intermittent nature it has acquired in recent years and become an integral part of trade policy and
diplomacy. For that, it is also necessary to solvestitigtional problem of the federal government,
subject of the next section.

The institutional problem: governance bodies and conflict of competence

Brazil has tradition of adoptingybrid institutional models, which combine arrangements that are

at thesame timéoth oldandnew.The result is the perception that the country makes institutional
transitions that are somehow interrupted and remain incomplete. This discontinuity creates
incentives for various conflieionggoverning bodies, reducing #fficiency and effectiveness of

trade policy.

The four major economiedead oBrazil- the European Union, the United States, China and
India- have adopted an institutional model in which trade policy and foreign policy are formulated
and implementedybdistinct bodies, allowing areas of intersection witheating a hierarchy
between wo public policiesBrazil adopts a hybrid model, which combines the existence of a
foreign trade ministry (MD|@/inistryof Development, Industry and Foreign Tyadéh another

that is responsible for Brazilian foreign policy, but has competence over trade policy issues (MRE
Ministry of Foreign Relatigndn addition, the model also incorporates an arrangémaénsg

trending worldwidethat of assigning the casitof customs to the tax auth@®’. As in the case

of Brazil, in which the Federal Constitution assures the Ministry of Finance, through the RFB,
customs control, another 51 economies adopt this arrangement. Thef tegulinstitutional
organizations that tle combination of MDIC, MRE and Finarees historically created conflicts

of competence among themselves.

Since the competence of the Brazil@eign ministry regardirfgreign trade includespecific
topics oftrade diplomacy negotiations, dispute settlement, trade promotion and political support
to Brazilian companies abreadbrief analysis is needed on the institutional situation of each one.

*WORLD CUSTOMS ORGANIZATION. Customs Environment Scan (January 2016 updatdable at:
<http://www.wcoomd.org/en/abouts/whatis-the-wco/customsenvironment.aspx>Accessed on September 17, 2016
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The negotiation of new trade and investment agreements has to be appravéthasliier of
Foreign Trade (CAMEX), a collegial body responsible for formulating the entire trade policy.
Created in 1995, CAMEX is in its third version. From its creation until the end of the FHC
government, the Chamber was directly linked to the Poysafehe Republic and presided over

by the head of th€hief of Staff In this model it had great power to convene, but without
significant deliberative power, since it didpossess instruments fiarmalize and enforce its
decisions.

In principle, tis arrangement would allow the CAMEX Council of Ministers to arbitrate conflicts
betweerthe MDIC, MRE andFinanceMinistry, as well as between other ministries. In practice,
however, the conflict of competences persisted due to the lack of enfoozgraeity of the

decisions of the Chamber, and was expanded from 2001 when, in its second format, CAMEX was
removed from the Presidency of the Repubticstarted to be presided ovgrtbe MDIC itself.

This change significantly reduced the power of thenl@r to convene which was partially
compensated by a greater deliberative power, since CAMEX was delegated the function of
establishing Resolutions to legally bind the other governing bodies to its decisions. Nevertheless, the
conflict of competencieggsisted, mainly due to the perception of the MRE and the Treasury that

the Chamber was not a neutral collegiate, siag @haired by another minister

This impasseould onlyhave a chance of beirggolved in the current (third) phase of CAMEX.

Sine June 2016, the Chamber has again been linked to the Presidency of the Republic and chaired
by the head of the Executive Branch. In addition, it has preserved its ability to impose decisions
through Resolutions. As the highest authority, the PresidbatRépublic can now arbitrate the

conflict of powers and grant a clear presidential mandate to the MDIC, MREaaneMinistry

for the negotiation of trade and investment agreements. CAMEX's new arrangement does not
present an automatic solution, hutdmbines the best institutional elements available since its
creation in 1995: convening power, deliberative ovdepresidential mandate.

In the case dfispute settlement, the conflict of competences also exists, although it has less impact
and isless aggravated. The main forum for resolving trade disputes used by Brazil and other major
economies is the Dispugettlement Bodyf the WTQ Thereis a virtual consensus among leading
experts and practitioners of international trade law that thezatigais dispute settlement system

is rulesbased, as opposed to a poebassed stem, a was the case in the former General
Agreement on Tariffs and Trade (GATT), which governed multilateral trade relations from the end
of the Second World War until thedft990s.

Despite the increasing legal profilsaiflement of trade disputes arising from the creation of the
Dispute Settlement Badthe fact remains that the resolution of these disputes still combines
elements of diplomacy with purely legal elements. It was in this context that the Brazilian Foreign
Ministry established and maintains the famous GéngpateCoordination (CGCyvhich isthe
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MRE area that has established itself as one of the most competent groups of contenders in the
WTO?>® Just recalhmbassador Roberto Azevédo, the first head of the ®@&d&xeached the
maximunrank forinternational tradethe general directoeét within that entity.

However, the tradition and effectiveness offaheign ministry weraot enough to avoid the

conflict of competences. For more than a decade, the Attorney General's Office (AGU) considers
defending theountry in the WTQas part ofts responsibilitiesThis position is based on Article

131 of the Federal Constitution, which states that the AGU is "the institution that, directly or
through a related body, represents the Union, judiciallgxtmagudicially’ Another possible

readig, widely used by diplomats, is that the CSO does not only evaluate the policies and measures
of the Brazilian federal government, but alsulehationalentities, and therefore, the MRE does

not defend the Union in the WTO, but BeaziliarRepublic itseld a situation different from that

of AGU. Whatever the interpretation, the fact is that the two bodies sought an understanding, on
the one hand, to preserve the competence of the chancellery and, on the other, to foresee greater
participatin of the representatives of the A@Uhe dayto-day of the Settlement Bodis is not

the optimal solution. The best institutional arrangement would be the amendment of Article 131 to
confer on the CGC the specific jurisdiction over dispute settlemdreg WTO, just as the

Attorney General's Office of National Treasury (PGFN) has specific jurisdiction over the execution
of the Union's outstanding débanother exception #8GU'sactivities

The third and final case cdmpetence conflict relateddommercial diplomacy is that involving
commercial promotion. This activity, also known as business promotion, is often confused with
business policy itselind this confusion stems from misunderstasdingut the nature of each.

The commercial policg,ias has been previousigted public policy aimed at calibrating the
country'sintegrationinto the world economy, while commercial promotion is the execution of
services to support the internationalization of Brazilian companies. In other wondss doe t
create and modify the rules of the gahmepther aims tprovide tools for companies to play the
game with the rules that are given.

Historically, the commercial promotion of Brazil was conducted by the Department ehdrade
Investment Promath (DPR) ofthe MRE, created in 1975. ftisak of performance and prestige
occurred during the administration of Ambassador Paulo Tansa &#etima, who became an

icon d the country's commercial promotion. In this model, which emerged and reaplogeéeéts a
during the military regime addringthe transition to democracy (and sfillle under the import
substitution strategy), commercial promotion was-schle activity, that is, concentratetivity

by a handful of companies, anfiuenced by thBrazilian government's capacity to offer services.

In practice, it was the government that sought clients (exporters and importers) for the foreign
market.

55 BONOMO, Diego. Sem deixar a peteca cair: o Brasil e 0s contenciosos naRoREs Genebra, v. 10, n. ugust 28,
2014.Available at<http://wwwictsd.org/bridgesmiews/pontes/news/sedeixara-petecacair-o-brasite-os-contenciosoma
omc>. Accessed on September 17, 2016
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The economic transformations of the 1980s and 1990s radically changed this scenario. Brazil's
ecoromic opening and the advance of globalization created a new market for commercial
promotion services, which was driven by customer demand and no longer by the government's
offer. The result was the expansion of the scale of the activity, which begdreavitglon the

private sectomainly through entities call&ystens", in particular the CNI, through the Brazilian
Network of International Business Cen{@& Network and the BraziliaBupportService for

Micro and Small Enterprises (SEBRAE). In this context, the DPR's supply capacity has been
hindered byimitatonson t he f or ei gn mi ni st r y dwgdgetaty teans, a n d
it is one ofsmallest ministri®§ and by the low capillarity the government structure with the

private sector.

To remedy this situation, tirazilian Agency for the Promotion of Exports and Investments
(ApexBrasil) was created in 2003, based on the experience and activities of SEBRAE. Funded by
System S resoes; the agency acquired a much larger budg#teidPR and quickly became the

main agent of business promotion. In a few years;Bkpsk established commercial promotion
projects with most of éhBrazilian economic sectors as weladserships witdozens of private

sector entities. This broad network allowed the agency to strengthen its position, but it was not
enough to overcome the Foreign Trade Sector (SECOMSs) network of the foreign ministry, present
in more than 100 locations in all continents

The decision to create AgBrasilwithout extinguishing the DPR or without establishing clear
governance between the two institutions is yet another example of Brazil's tradition of adopting
hybrid models that encourage conflict of competencies. As a result, for more than a decade the
agecy and the Ministry of Foreign Relations (MRE) department have swung between moments of
cooperation and conflict without ever actually solving the issue. As in the case of CAMEX, the
change of the model in 2016 opens a window of opportunity to solvaphsse. From its
inception until that year, ApBxasil remained linked to the MDIC (Ministry of Development,
Industry and Foreign Trade) through a management contract, which was transferred to the MRE.
With the agency and the DPR under its guidanciréign ministry has, for the first time, the
possibility of solving the problem. One possibility in this direction is the creation of the Agency's
Commercial Promotion Attachés, to be allocated to SECOMs. This new addition would follow a
modern trendfound in themgor economies, that allovice activity bytrade promotion specialists
directly in the target markets of the business promotion effort.

Finally, mention should be made of the activity of pokltthaicacy oEconomic interests of
Brazilian cmpanies in other countri€&nce the beginning of the New Republic, these actions have
been conducted, in parallel, by the Presidency of the RepublicfarelgheninistryOn the one

*pORTAL DA TRANSPARENCIA. Gastos Diretos por Orgéo Execubumilable at
<http://www.portaldatransparencia.gov.br/PortalComprasDiretasOEOrgaoSuperior.asp?Ano=2016&0rdem=1&Pagina=2 >.
Acessoenteptember 17, 2016
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hand, successiBgazilian presidents made use of presidentiaindipyoto advance the interests of
selected companies. On the other hand, the MRE has supported tthed@R itself the effort
to generate business in higgk political markets.

Although this type of #eity is not new to Brazil, itssill conductetby the Brazilian government in

a 'makeshift way when compared to other economic ammdmercial powerghat work in this

area, such as the United States, China and some European countries. A recent example of systemati
action in this direction was thesSlState Departmemluring theadmhistration of HillanClintor?®,

which established a central command so that all foreign ministry posts prioritized the interests of
U.S. companies.

In this case, the issue is less of a conflict of area of competence and more of a lack of institutional
robustness to increase the efficiency and effectiveness of this activity. In order for the country to
face the strong and difficult competition of tbétipal action of the other economies, especially

those of the @0, it is necessary to improve the instruments for conduction of this activity, which

in Brazil even lacks a specific name in technical jargon. This situation, however, has been aggravated
by the advent of Operation Lava Jato, which has the potential to criminalize this important trade
diplomacy action by confusing thegfimate, legal and necesstgyit against corruption with the

legitimate political defense of Brazilian economic interests abroad. Thi®psoththe next

section.

The Problem ofLava Jato:Political Support and Public Resources

It is still too early to assess the effectbefdevelopmentsf Lava Jato on trade policy, but two
issues are already emerging.

The first is the activity of political defense of the economic interests of Brazilian companies in third
countries. In several phases of the Operation, the actions ldirBesgiresidents and diplomats

were cited as providing support of the companies under investigation. There is no doubt that any
illegal activity should be investigated and punished. However, the absence of specific rules on this
type of activity by ther&zilian government has created a large gray area where legal and legitimate
action can be criminalized as a result of illegal conduct.

It just so happens that every m@oonomy includeshat theUnited Statesalls "commercial
advocacy'in its roster ofcommercial diplomacy actiols other words, this refers to the
government's own lobbyifgy its companies with foreign governments. Because this activity may

> THE WOODROW WILSON INTERNATIONAL CENTER FOR SCHOLARS/COUNCIL OF AMERICAN
AMBASSADORS. The Amb a s wadommdcial Dploraanydnithe § Tehtirns Available at:
https://www.wilsoncenter.org/publication/tHaenbassadorshangingmissioncommercialdiplomacythe-21stcentury Accessed
on September 17, 2016.

58DWOSKIN, Elizabeth; LAKSHMANAN, Indira A.RHow Hillary Clinton created a U.S. busingg®motion machine
Bloombergl0 de janeiro de 201@wvailable at:: <http://www.bloomberg.com/news/articles/2@1310/howhillary-clinton-
createda-u-s-businesgpromotiorrmachine>. Accessed on September 176201
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indeedpave theavay to corruption, many of these countries have adoptdit $pgisiation on the
subject, such as theSForeign Corrupt Practices Act (FCPA), which punisigesdhpanies that
bribe officials from foreign governmewnwtgen seekingusiness abroad. In 2013, the Brazilian Anti
Corruption Act was approved, wittetgoal of curbing such pracibeth domestically and abroad
- a sinlar scope, for exampées theJ K @sbery Act 2010.

Although legislation exists, there is perhaps a lack of instruments to separate ynlegatotesd

and legal activitgd bygovernment officials and diplomats. Some possible solutions, already tested
by other countries, include the approval of aibgtiaw to regulate this activity and to establish,

with legahcuity the diference between advocaiimgrests and corruptioim addition, it is worth
considering if the An€orruption Actcouldbe deployed in specifegislation in terms of acties

of Brazilian government officials and businessmen abroad, similar to the American FCPA. Finally,
the Executive Branch itsatirough the Presidency of the Republic and the Ministry of Foreign
Relations (MRE), could adopt a "code of conduct" specifying guidelines and rules for government
action. Its effect would be the protection of the authorities and diplomats, as wdlrdsctimo

of what, in fact, the government can do to promote the interests of Brazilian companies in other
countries and, above all, what it cannot do.

The second concrete issue related to Operation Lavia tfetause of public resources to officially
support the financing of Brazilian exports and investments abroad. At various times, the Operation
and other related operations, including investigations conducted by Congressional Parliamentary
Inquiry Committes of the National Congress, have addressed this issue. In particular, prosecutors,
investigators and parliamentarians focused their attention on the support programs of the National
Economic and Social Development Bank (BNDES).

Scrutiny ofBNDES™® operaions that supportedcompanies involved in Operation Lava Jato,
together with the fact that there is great misinformation about how such mechanisms operate and
who their beneficiaries aras was clear in the episode of the construction of the Port elfiMari

Cuba- also tends to stmtate criminalizationf ¢his activity; an activity thateissential for foreign

trade. In fact, (public) export credit is the only instrument that can assure the competitiveness of the
country's companieés highadded vakisectorssuch as aeronautics, automotive and engineering.

All major economies have such mechaffismanytimes with governance and economic impact
higher than Brazil, as is the case with the American and ERindsnk.

9 CAMARA DOS DEPUTADOS. CPI do BNDES\vailable at: <http://www2.camara.leg.br/atividade
legislativa/comissoes/comissesnporarias/parlamentae-inquerito/55alegislatura/cpibndes>. Accessed on September 17,
2016.

60 SOUZA, Lucia Helena; BARRALWEelber. O financiamento a exportagdo como politica econdR@asta Brasileira de
Comércio ExteriorRio de Janeiro, n. 12duly/Aug/Sept2015.
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In its final year, the Lugovernment announced thedion of Exim Brasff, in theform of an

export credit agenciowever, bureaucratic disputes within the Brazilian government itself made its
constitution impossible. The creation of an Eximb@riBrazil is the best solutioor imaintaining
andimprovingofficial support for exports and investments, as it solves three prolaenes By
concentrating all financing operations and guarantees in a single body, a Brazilian Eximbank: i)
reduces transaction costs for tkpoeter ad the investor, who can direct themselvessinghe

"service countérii) eliminates the fragmentation of the current governance model, which involves
more than five government agencies and public banks to make official supportHeesiyie,
providinggreater efficiency and effeetiess to government action; @ndorovides forgreater
transparency by facilitating the supervision of its activities by the control bodies and by society.

Without an agency that can compete on an femiiglg withother economies, Brazil will not be
able toexperience thexport boonso desired by tlgovernment and the private sector.

Seeking a solution

The problem of Brazil's foreign trade is reflected in its isolation from the main flowsahbmeker

trade. Overcoming thvgll require solutions to the structural issuasved in théBrazil cost" and

a strategy of commercial diplomacy, especially with regards to bilateral trade negotiations. It is also
necessary to improve thgrentinstitional arrangement, reducing or eliminating conflicts of areas

of competence. In this way, the changes promoted by the Temer government in 2016, especially
those involving CAMEX and ApexBrasil, present two important windows of opportunity to solve
instituional problems that have interfered in Brazilian foreign trade for years. It will be necessary to
consider if solutions will be implemented or if the new institutional design will only exacerbate
existing problems.

Finally, the advent of Operation Lavéo Jaxreates the possibility ofiminalization(legal or
reputationgl of important commercial policy instruments: political support for the defense of the
interests of Brazilian companies in other countries and official support for the financingaof Brazili
exports and investments abroad. Despite this risk, scrutiny of such activities by the Operation and
other complementary actions may also lead to improvement of these two mechanisms, either from a
legal or institutional design perspective.

The analysisresented hereis not intended to be exhaustiveroviding an overview of theots

of theproblem of Brazilian foreign tramein offeringsolutions. Its purpose is to offeranalysis

and recommendations on topics which require essential debatesrHimited. The ultimate goal

is to provide a relevant contribution to the reform of Brazil's trade and foreign policy.

®I MINISTERIO DA FAZENDA. Exim Brasil vai acelerar operag0Oes de financiamento ao comércio exdeeadable at
<http://www.fazenda.gov.br/noticias/2010/maio/exinasilvai-aceleraroperacoeslefinanciamenteao-comercieexterior>.
Accessed September 17, 2016.
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Anti-corruption Diplomacy

Marcos Tourirtmdds &h.D.from the Graduate Institute of International and Developmsrd Studies anc
professor at the FGV School of International Relations.

The last twenty years has witnessed profound transformation in internatienoatugtion
mechanisms. Treaties under the scope of institutions such as OAS (1996), OECD (1997) and the
UN (2003) have encouraged the improvement of national legal systevesea, contributing to

more consistenexisting regulatory frameworks and improving the implementation of them.
Institutions forinspection and contrelere created or strengthened in several countries, and many

of them startedto cooperate with eacobther. Particularly since September 11, 2001, drastic
transformations in the transnational-aminey laundering regime have increased the transparency

of the international financial system, reducing the scope for previously common financial maneuvers
arownd the world. In this way, the international campaign against terrorism, driven mainly by the
United States and its European allies, has increased the scope and ambition of the nascent system of
global antcorruption governance.

The new global regulatdrgmework and the new technical ressui@gtered in such regimes had
trueimpact on the Brazilian State. New financial control and intelligence institutions were created or
strengthened through instruments developed to ensure their implementatiordan@xavith

what was already provided for in the constitutional Raxtlic Prosecutor, Federal Police, Federal
Comptroller General, Courts of Accounts and Council for Control of Financial Activities. These
mechanisms have been essential to recentaslvaithe fight against corruption in the country. In
addition, international legal cooperation has been widely used in Operation Lava Jato, for example,
to obtain evidence and repatriate funds that had been deposited abroad and that originated from
corryption.

In 2016,the nternatbnal anticorruption agenda contintee$ully expandThe UK Government
organized raAnti-Corruption Summijtfor highleveldiscussion ofhe topic with the presence of
heads of state and foreign istiers from various countries. Discussed weigakissuesuch as

the transparency afwnership of funds in the international financial system, the problem of tax
havens and taevasionrecovery of assets amprovement of the quality of public contracts.

This chapter assesses how Brazilian foreign polisyesagtherpublic anticorruption institutions

in Brazil. It is organizedtinthree parts. The firsectionpresentshe essentials on the international
anticorruption regime. The secormiitlines theway in which Brazil participated in the
establishment of this regime, and the consequences of this international normative transformation
for the country. The third sectioffers practical recommendations for the creation of a foreign
policy specifically aimed at combating corruption and putting Brazil at the forefront of the process
of creating a globeegime dedicated to the topic.
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The international anticorruption regime

Briefly defined, corruption éhe abuse of entrusted power for privatedg@ihe UN convention
on the topic specifies a series of activities considered ioosrupiuding: bribery of national
public officials, forgners and public international organizations; embezzlefreun,
misappropriation or other misuse of property by a public official; influetdiéng; abuse of
functions; llicit enrichment; bribery in the private sector; or embezzlement of aseefwivate
sector.

Corruption results in extremely high costs for society. The abuse of power and public authority in
favor of private interests erodes democratic institutions and the social fabric, distorts public policies,
produces legislation and regulation against Iiie mterest, jeopardizes the collection of taxes and
causes serious damage to economic growthedadtion of povertyAlthough clear data on
corruption,which isgenerally a secretive activigifficult to obtaina recent study estimated that

the annual costs diribe payments tpublic agentswhich accounts foonly oneaspect of
corruption)as nearlgeven trillion reais, or 2% of wavideGDP.

The international antormuption regime is composed of a series of national and international laws,
norms and institutions thateittly or indirectly hinder or fight agacwmtuption. These standards

include a large number of international treaties, national laws with exiedteffecs, public and

private regulatory systems and public and private, national and international institutions, as we will
see below.

The global antorruption regime is a relatively recent developrRelwing theWatergate
scandalpressured by public opinion, the United States Congress decddess the fathat
some companies in the country systematically paid bribes to officials frocousttres. The
efforts resulted in thECPA ForeigQorrupPracticésct 1977)an extraterritorial lavthat makes
payment of bribes and advantages to gain influence illbgzddnd punishes domestic or foreign
companies (as long tagy areassociatedith the North American markethd their leaders. The
application of US criminal law beyond its territorial bodarentral element of the laboth in
its ability to punisteconomic agents from other states under its owratiegisfand following
priorities within its prosecutor's off), as well as the abildyhave mfluenceuponthe international
regulatory environmerithereforedespitehe fact thathe implementatioaf the FCPA has been
historicallyrelaxed the lawhas served as an initial model for further initiatbresombatof
corruption abroad.

However, throughout much of tl8®s and 90ghe payment of bribes to foreign public agents
remained a central part of the business strategy of multinational corporfteonwith the tacit
consent of their states. Some scholars have come tosteréctice as an inherent element of
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https://pt.wikipedia.org/wiki/Caso_Watergate
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the nodernizatioff process. In countries such as Canada, France, Japan, Luxeanigourg
Germany, for exampléeduction otaxes for bribepaid abroadvas permittedprovided that the
identty of the recipient and the business métivehe payment were declared.

It was only in the early 1990s that two parallel processes started to contribute significantly to the
expansion and consolidation of the internationat@mtiption regime: thegenda of international
organizations and the fight against money laundering motivateddbygaptlicies and courter
terrorism.

The end of the Cold War ushered in a new emphasis on domestic governance issues in international
institutions such as theovld Bank and the International Monetary Fund, among others. These
organizations, motivated in part by the concerns of donor countries, have come to interpret
corruption as an essential element in bringing together developmental paths between countries in
the North and South (aestionab)gpremise for some). Thus, these organizations began to publish
studies and technical guidelines for improving the managefimautilic resources, including
administrative procedures, to establish a regulatory environment conducive to the private sector (in
the case of the IMF) and to overcome obstacles to social and economic devéldprickBdank.

Transformationg thedebate on corruption scademiand incivil societyand thepublic sector

linking corruption to underdevelopment have contributed to the advancement of the issue in other
international organizations such as the OAS, the OECD, the Council of Europe and the UN. These
initiaives were further encouraged by the United States, which since 1988 has sought to universalize
its own regulatory environment to ensure parity of conditions .rcampanies in the
international markefs shown bgtudiesn the area The OECD sponsored theonvention on
Combating Bribery of Foreign Public Officials in International Business TrangEE%iBswhich,
following the FCPA model, criminalizes the paymkibribes to foreign public officials. The
Convention, also open to rR@ECD members, alsestablisheslearer accounting and auditing

rules and prohibiticome tax deductiorier bribe paymentsa practice that is still common in

some countries.

The QAS itself coordinated the work for theer-American Convention against Corrup(it996),

a much more robust documems@yned to prevent, detect and punish corruption at the national
and international levels. The Convention has notably gone beyond previous initiatives, seeking to
promote the strengthening of domestic institutions that contribute to preventing, identifying
punishingand eradicating corruption. To that end, the-lueerican Convention established the
criminalization of certain activities associated with corruption and facilitated international
cooperation among the partiestioé treaty through legal papt and technical cooperation,
extradition and identification, tkamy and freezing of funds. In 20QUESISIC was also
established, an influential mechanism for assessing camwgliatice convention by pagtates.

2 Huntington, Samuel Pi Mo der ni z at i o nPolticadcormpionr Conrepis and conteX2002) 253
63.
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In 2000, the UN General Assembly dsthed an ad hoc committee to stestk on aUnited

Nations Convention against Corruption (UNCAQGoncluded in Merida in 2003, which
consolidated the various regional initiatives on the subject and became thendangest
comprehensive international instrument ortdpe. The Convention is organized intarfonain

areas: prevention, penalization and law enforcement, international cooperation and asset recovery.
In 2009, dormal verification mechanism was established

The United Nations also sponsored theited Naions Convention against Transnational
Organized Crimesigned in Palermo, which, among oitieens defined andlassified therime of

a criminal organizatiqdifferentand more serious than that of formation of a gang)naiodsed
the use of specigvestigativéechniques such pkea bargaindhe Convention also had a catalytic
rolein international cooperation by providing a formal basis for mutual legal assistance.

In parallel, and particuladyter September 11, 2001, developments in imealaantmoney
laundering policy had a major impact orcamtuption policies. Money laundgris the process of
hidingillicit origin of money derived from criminal activitiegs a crime motivated by the need to
legitimize and reintroduce largeoants of capital into the financial system without alerting the
controlling authorities.

The fight againsmoney launderingeeks tdinderthe use of such funds by criminals, further
increasing costs and decreasing the attractiveness of past crimes. It took shape with the creation of
the International Financial Action G (GAFI/ FATF) by the G7 in 1989 The idea was to

estabikh a transnational network of governmergaktry officials from industrialized countries to
coordinate antnoney laundering policies, espediallys originating from drug dealiifgday, the

FATF has 34 member states, including all BRICS memberesounttio90, FATF members made

40 recommendations on how khandle theproblem of money launderirend these became a
fundamental norm in the area. Although thesemmendations are not mandaend the FATF

insists that it has no interest iratirey new legal obligatiotiserecommendations have become, in
practice, mandatory. It should be noted that, although it has a limited number of member countries,
the FATF seeks universal adherendedars so with gredtive creatingnew problemfrom the

point of view ofapproval innternational l&. This was particularly the case since September 11,
2001, when the fight agairnt$te(financing of) terroristhad a new sense wigencyin attempts to

make the international financial system more regulated and transparent. The additional
recommendations made one month after the attacks in New York amjidaBhC. added to

the new impetus with which theSUl'reasury began to demand compliance with these stasalards

that public and private entities could operate in.thendrket.

Efforts to combathe financing of terrorism FET) have had a major impact on -&otruption
policies. Thelemands on the market in termsnainey laundering hawe fact resulted irgreater
transparency and monitoring the international financial system, often guestionable means
Since then, ipractice, absolute secretypankinghas ceased to lie rule and banksiwustshare
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information about their account holdensh their governmentsiot only in cases of suspected
terrorist financing, but alstf money launderingnd tax evasion. In thiperiod, there was an
exponential growth of international ldggiking cooperation, and the creation and strengthening of
Financial Intelligence Units (FIUs, suchtresBrazilian COAF) invariouscountries. These
transformations have facilitated the noomg of politically exposed people, includiagupt
politiciansandofficials.

The international antbrruption regime is now composed of a robustnsystenational and
international laws, norms and institutidmsstart, therare obligations established by treaties that
must be internalized. Second, there are the national laws with extraterritosalcafeeEt(PAiIn

the United States atfte BriberyAct in theU.K, among others), due to the presence of companies
and financial institutions in the markets of those countries, with impogaaton countries like

Brazil. Third, there are international norms that, considered imperative by market agents, have been
applied by the private sector independently of legal obligatibn by pressure from the new
market regulations, which havedme progressively restrictive toweithinal activities in the

global financial system. Finally, there are the formal and informal relations between control
institutions that have begun tooperate more systematically through the creation of dedicated
internationalfora, such as the FATF and tligymont Group which brings together financial
intelligence units from around the world.

Brazil and anticorruption policy

International relations were at the center of the transformation \WwehiBrdzilian state that
permitted that theecently emergdiht against corruptiain actuallymove forwardSince the end

of the 90s, Brazil has becopwat of the main multilateral treaties on the subject, includang
Inte-rAmerican ConventioagainstCorruption (1996), within the framework of the OAS, the
Convention to Combat Bribery of Foreign Public Officials in Transactions of OECD, the United
NationsConwention Against Corruption (2003) and Organized Transactional Crime (2003). Brazil
has also been a member of the FAfightingagainst money laundering since 2000, as well as its
Latin American regional arrBAFILAT.

These mechanisms played an important role gnatwngsophistication of Brazil's antirruption
institutional apparatusarticularly for technical areas squarelyn theradar of public opinion

and in many casesf, political parties. Perhaps for this reason, since the signing of the Inter
American Convention in 1996, all governments of both the PSDB and the PT have implemented
measures that have advanced the objectives and patarmetalmagainst corruption inr&il.

For example, in 199&he crime of money laundering was defined and the Financial Activities
Control Council (COAF), the Brazilian financial intelligence unit, was ct&atgd.is an
instrument of the Ministry of Finance which, with the participation of several ministries, is
responsible for the preventiohand fight against mon&gundering irBrazi| with responsibility
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for the identification and evaluation of suspectedrrecces of illegal activities and for
coordinating the exchangeimternal and externalformation to facilitate the fight against crime.
In 2000, Brazil becamart of the FATF.

In 2001, theGeneral Magistrate of the Unimas createda body createtb combat fraud and
corruption in the public sector. In 20808 Magistratbecame thé&eneral Comptroller of the

Union, when it was asstrengthened through numerous institutional improvements. It has obtained
more resources and institutional security, having a substantial impact in the fight against fraud and
corruptionat thevarious federal levels.

The international conventionsh at Br azi | a d o pNeeidh and Pdepr@ g Seraeld | vy t
asan inspiration and impetus for tlebust evolutiorof Brazilian anttorruption legislation itme

recent decade3here is emphasis ominginalizing money laundering (and furtheislbgn),

formal inclusionnew criminal investigation techniques (incluplieg bargaijsand facilitating,
through multilateral instruments, leg@operation between countriés other cases, the signing

(and subsequent ratification) of these instintenserved to strengthen principles of public
administration that, althougy fact present in the Federal Constitatiof 1988, required more
comprehensivapplicationn practice Thiswas thecase with the monitoring mechanisms of the
Inter-American Covention (MESICIC) and the FATF, which, through visits and monitoring
reports, contribute to the implementation of international standards and the functional evolution of
control institutions. In both models, such ideas found in the activism of stale tdftde ground

to advance the artorruption mechanisms in the country.

The transformations in the global environment to combat corruption and money laundering have
also facilitateéhcreasednstances of international legal cooperation by Braasgt#ntions. The
FederalPublic Prosecutor's Office has built and usedida and diverse network of legal
cooperatiorno facilitate the traaky of illicitfundsoriginating froncorruption andhe recovery of

assets in the international financial system, in addition to providing mutual legal &sdiséance.
early part of th&990ssuch collaboration required specific agreements between different countries,
but thedemand for mutual assistance in international treaties and the formation of formal and
informal trangjovernmental networksreated thisnew resource, which became simpled
cheaper.

International legal cooperation has played an essential role in the success of Opedation Lava
The operatiomecovered R$ 545.9 million and made 108 requests for international cooperation in
countries such as Antigua, Panama, Switzerland and the Virginlfdenses legal cooperation

also made it possible to obtain documeatsdence of the ownerstop secret accountseld by
Brazilian politicians and companies in banking systéside Brazilwhich allowed for cases
against among othersformer president of the Lower HouBeluardo Cunhaand the swift
conviction ofbusinessmaldarcelo Odebrecht

A newanti-corruption diplomacy?
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The fight against corruption and embezzlemengubfic money is of crucial importance for
Brazilian societgiven that it hagnportant transnational components, it is one of the areas where
foreign policy has the potentialrmake a concrete contributionttdh e ¢ adeveldpmentdasd
democracy.

International public policies againstugation hold an important place on theernational agenda.

The recent World AntCorruption 8mmit in London was attended by heads t¢ stadforeign
ministersworking todevelop theagenda for greater transparency and greater monitoring of the
international financial system. On djendavere efforts againsexplicit or implicit bank secrecy,
through the use of a number of offshore firms and tax havens.

Brazilian diplomacy should give new emphasis and visibilitydoriaiion foreign policy, since

this would be annvestmentthat could offerspecific results fostrengthening of Brazilian
institutions. The contidatg institutions of the Braziliana®& (ministries such as Justice, Finance,
Public Ministry and Federal Police) should have large and substantive participation in these
initiatives. This effort is particularly important now that large Brazilian mookisabhave been
exposed by Operatidrava Jat@s exporters of corrupt practices to third countsigis,serious
implications for Brazil's economic, commercial, political and diplomatic interests.

The last cycle of expansionBrgzilian companies abroad was in many cases closelyasgttiate

the use of illicipracticessuch as influence peddling, the concession of illegal public fiandcing

bribes toforeign public officials. As demonstrated by Operation Laydh#éatbtaining of undue
advantages, often associated with the financing of campaigns and political parties, has contaminated
whatare in principle legitimagéforts of commagial promotion on the part pbliticians and civil

servants.

In addition to jepardizing the image and business of domestic companies abroad, the exposure of
Brazilian corruptiominderedcommercial and service promotion activitjeBrazilian diplomats

For these reasons, Itamaraty shtate on as priority the development of mew protocolto

advocate foBrazilian private interests abroad. To this end, the Ministry of Foreign Affdirs cou
identify international best practices to coordinate relatiamggnational companigdevelopment

banks such &NDES, trade promotion agencies such as-Bpesil and foreign governments. The
objective would be to produce a kind obde ofconduct”capable of preserving the work of
professional diplomat# addition to serving as reew guidelingor behavior of Brazilian
multinationals abroad.

Itamaratycould also actively participate in the process of recovering the reputation of large Brazilian
companies through existingechanisms fanternational certification of private governandse

UN Global Pat, for example, has been seenampportunityto clear Brazilian companies
immersed in corruption casébe Mnistry can g even further by identifying best practices and
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other international mechanisms for specific sectors thatswitéer certification for corporate
governance in their international performance.

International cooperation has baanmportantelement in the country's actirruption efforts. An

external policy against corruption should contribute to the strengthening of the international
collaboration networksithin the MPF, the COAF and other technical bodies. In practice, this
mainly meanaccelerating adherence to existing multilateral agreements and facilitating technical and
legal cooperatiosfforts byother organe theBrazilian state. This implies, at times, accepting the

role of technical bodies in the establishmesdioerence tepecific international agreements.

There are also cases in which it is possible to give diplomatic support to cooperation efforts,
frequentlyblocked for political reasqasd tocollaborate in the establishment of bilateral protocols

that facilitate technical cooperation agreements by other organs of the Brazilian State. Internally, the
Ministry should strengtheyovernmensupportof laws that facilitateitherdirectlyor indirectly
suchinternational cooperation. Although these institutions have their own international cooperation
chiefs and the substance of these agreementsfisnofaamentally technical naitamaraty could

facilitate the deepening of these relations both bilaterally and in multilateral forums. The same logic
applies tdighting hcome tax evasipwhich is vital in times of crisis

Finally, Brazinustrecognize the importance of international norms in the institutional progress of
the Brazilian State, expanding its effortormulation of new global norms that advance the
interests of Brazilian society in the fight against corrujstia@ecademicsin civil society, in the
judiciary, in the Attorney General's Offie&R) in the TCU, CGU, Fazenda addurts,we have
expertcapable of contributing taising théevel of legal commitments of the country in the region

or globally. Under the coordination of Itamaraty, these specialists could formulate new suggestions
to creatdBrazilian activism in the afeathe first timeBy contributing directly to the advancement

of international antiorruption standards, ensuring that the rules correspond to the interests of
Brazilian society, Brazilian foreign policy would be promoting a significant improvement in the
quality of pubd life in the country
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Security and Defense

Erico Esteves Duaotds Bh.D fromUFRJand is a profesdJFRGS.

This chapter offers a review of the international security and defense constraints of Brazilian foreign
policy. The firssection offers an analysis of the nature of the problem that confronts the Brazilian
authorities in this regard. This is followed by an analysis on the legacy of successive PT governments
in the area. The third section focuses on the unintended effeatdcaaseen outcomes resulting

from public policy on international security and defense during the last few years. The article then
evaluates the institutional design that frames this public policy, and ends by conditioning the
strategic options for the &ilian government. The final section studies potential integration
mechanisms between defense and foreign policy areas, in an effort to improve the quality of the
country's international performance.

The nature of the challenge
The current internationsécurity scenario poses two major challenges to Brazilian foreign policy.

First, Brazilids activity in border area sef
approach is anachronistic, marked by reactive, static, centralized and exstusituray and

policies. When it comes to combating transnational threats, border closure policies have been
adopted, within the logic of national introspection, as demonstrated in the Strategic Border Plan.
There is a need for the country to developacpve view in regards to its borders, to consider

them as areas of flux that should be connected with various federal entities, and handled in a
collaborative and inclusive manner with efforts from its South American and South Atlantic
neighbors. Brazln border policies must be appropriate for the country's capabilities and regional
interests. This demands a revision that can fine tune alignment of foreign policy, public security,
defense and the various existing policies for enforcement.

Unlike whathas been the case for most of its history, the Brazil of the 21st century has the political
and economic conditions to exercise full control over its territory. Because of the economic progress
of the last decades, there has been a slow and di#fibeilt significant infrastructural integration
among its various regions. Mor eover, the dem
definitively removed the risk of political fragmentation, and turned the country's land borders into
assets for nainal development and international integration. In this context, it is worth noting that
international crogsorder cooperation is positioned as an important instrument for promoting
regional integration, since it fosters the creation of regional [ggklie and greater contact
between peoples. However, in South America and Brazil, there are still no institutions to
instrumentalize such cooperation on a regional basis.
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Secondly, there exists the problem of maritime security. Maritime control isginchatiavity,

and one that demands the maximum possible coalition of resources and collaborative actors. Even
more striking than in the case of land borders, the Brazilian borders in the South Atlantic are
dynamic and of a political as well as econaaucen Therefore, the possibility of ‘closing’ these
borders is nomxistent. Due to being its own main user, it is in the interest of Brazil to have a
maritime security agenda for the South Atlantic.

Despite the initial positive effect of the SouthnfiddPeace and Cooperation Zone (ZOPAEGAS)
formulation of a regional maritime security agenda demands deliberation procedures that do not
exist in Brazil today, either because the links between Itamaraty and the Armed Forces are
insufficient, or becaudenould be necessary to include other sectors of society and government in
the efforts.

The ZOPACAS initiative was resumed by Brazil in 2010. Similar to the original proposal of the
1980s, the idea was to offer a counterpoint to the review or expéarsiohtpe North Atlantic

Treaty Organization (NATO) for the South Atlantic. THauech of ZOPACAS occurred in the

wake of the expansion of the Brazilian strategic environment, which includes: the creation of the
Union of South American Nations (UNASUleadership in the Peacekeeping Operation in Haiti
(MINUSTAH); a more active foreign policy in Africa; and economic activities relatecsati. pre
Therefore, ZOPACAS seemed to be the correct solution to the centrality that the South Atlantic
took on forthe country's interests, in addition to the absence of governance in this region. This was
due to the concentration of efforts and resources of the U.S. in the Middle East and the Pacific, in
addition to the American refusal to see such maritime alst#re&\estern Hemisphere filled by
European countries. The-leeinch of ZOPACAS was seen as an innovative Brazilian effort by
European observers, but due to lack of follow through, the movement lost its momentum and
impetus. As a result, its effect has beeited, with declining membership of important member
countries such as South Afrieand increasingly less institutional support from Brazil, mainly from
Itamaraty.

The most serious problem affecting the country today at its land and maritimse ibdioe
international flow of cocaine. As a result of the effectiveness of the U.S. activities in Central America
and the Caribbean, Brazil has been transformed into a type of trading warehouse for the drug.
Today, most cocaine trafficking occurs thrahghports of Salvador, Paranagua, Navegantes, and
Santos, with a great portion of the drug being distributed and consumed in the large cities. The
cocaine exported through Brazilian ports travels to West Africa, with consumer markets in Europe
and Asia a#s final destination. This new pattern of trafficking is linked with international criminal
organizations operating in-caled 'failed states', fueling insurgent groups and even terrorist
organizations. The institutional bases of the Brazilian gomedongot deal with joint efforts of

% MINISTERIO DAS RELACOES EXTERIORES. Zona de Paz e Cooperacéo do AtlanticAgilable at:
<http://www.itamaraty.gov.br/pBR/politicaexterna/paz-segurancanternacionais/15konade-paze-cooperacaao-
atlanticasul>. Accessed oneptember 16, 2016.
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foreign policy and security that could create a response capable of mobilizing Brazil and alliances
with regional partners, South American institutions, and international organizations.

The security of the borders ahd situation of Brazil in the new geopolitics of drug trafficking are

two challenges that develop against a background marked by deep transformations in global security
and defense. Such a context needs to be understood to prepare efficient respomses to t
fundamental problems that we face in this area.

On one hand, the collective security system under the aegis of the United Nations has been in crisis
since September 11, 2001 and the U.S. intervention in Iraq that occurred two years later. There is
currently a pattern of unilateral military interventions by major powers, coalitions of convenience or
through proxy actors, as is seen today in the tragedies that plague Syria and Ukraine. Such a situatior
is deleterious to Brazil, whose behavior maintaptsasia on traditional multilateral organizations,

even when the country faces difficulties in honoring its financial commitments with them. However,

in this scenario there is a renewed space for regional schemes for provision of international security,
sud as that seen in Asia and Africa, and given the interest from other countries worldwide in the
articulation of the Union of South American Nations (UNASUL).

On the other hand, a global reorganization of defense equipment production is occurring, due to
shrinking European budgets for armament purchases and war technology. With restricted
opportunities for sale in domestic markets, European suppliers now seek customers in other regions
of the world, and are offering civilian products or services tstd®mctors, sometimes even
relocating production to what 1is todayos | ar
change is increasing the competition among suppliers and therefore offers opportunities for
acquisition of military material andhtemlogy for armed forces and the defense industries in
countries like Brazil. In the midst of a major economic crisis, however, the federal government has
few financial instruments available to take advantage of this situation.

The legacy of the PT goverments

The Brazilian policy of international security has seen important changes in the last decade. In the
first place, the Lula government revised its defense policy aimed at promoting 'new' Brazilian
strategic thinking, an effort that involved univessitcivil society and the Armed Forces in

di scussions about Brazil s strategic environi
existing forces. Aware of the scarcity of resources and the low popular appeal of this subject, the
government linked theew policy to the attempt to revitalize the defense industry sector through

the granting of subsidized BNDES credit, despite the questions about the effectiveness and real cost
of the endeavor.
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The National Defense Strateggyas published in 2008 and the National Defense WhitésHaper

2012. Although the procedures for drafting and the coherence of these documents may be criticized,
they are two original initiatives with positive results, as they set the parameters for reforming military
institutions and involving civilians in thegaiss. Here was an expansion and revitalization of the
defense debate in Brazil that was more significant than in previous governments.

This reorientation benefited from the Brazilian experience in MINUSTAH, a mission that was taken
on without much disce®n or reflection on possible consequences, but with significant effects on
the country's conceptions of international security. As the largest military mobilization in Brazil since
World War Il, MINUSTAH required the Armed Forces to modernize procedoctsne,
armaments and relations with other organs in the Brazilian government. On the other hand, it
brought increased prestige and reputation to the forces, which were faced with the challenge of
sustaining a contingent of 3,000 {mgHformance soldi&remotely.

Brazil also has been involved in-pinéicy initiatives in the Gulf of Guinea, at the invitation of the
Economic Community of West African States (ECOWAS), providing training on offshore
approaches for handling suspicious vessels andytfariegal proceedings for illicit vessels.

As another result of this revitalization of defense policies and a favorable budgetary environment,
Brazil has made defense acquisitions. In addition to the obvious impact on the modernization of
the Armed Fares, such investments have opened up cooperation agreements for technology
transfer and the development of bilateral and multilateral military project partnerships. There were
purchases of Gerpard heavy tanks and Gepard air defense batteries from BerBeonypene
submarine project with France; the Phoenix 2 Project for acquisition of Saab's Gripen fighter jets
from Sweden.

Consequences and unexpected results

The new defense policy documents, combined with the experience in Haiti, the expebtation of
upcoming World Cup and the Olympic Games, and the acquisition of neeshigleapon
systems, had two i mpacts on the structure of

On the one hand, there was a revision of the planning procedures of the Armed Forces, with an
emphasis on centralizing the operational command of the military contingents and increasing the
coordination among the forces of its process of consultation, planning and procurement. A New

® MINISTRY OF DEFENSE. Estratégia Nacional de Defesa. Available at:
<http://www.defesa.gov.br/projetosweb/estrategia/arquivos/estrategia_defesa_nacional_portugues.pdf>. Accessed
on September 16, 2016.

% |dem. Livro Branco de Defesa Nacional. Available at: <http://www.defesa.gov.br/arquivos/2012/mes07/Ibdn.pdf>.
Accessed on September 16, 2016.
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Strategic Defense Planning Syssteubordinated the plans for theaaoé Air Force, the Army and

the Navy. In 2010, the Joint Chiefs of Staff of the Armed Forces was created, with a scope above
the commanders of the three forces with authority for employment of the Armed Forces in direct
correspondence with the MinistelDaffense and the Presidency of the Republic. The restructuring
strengthened the Ministry of Defense, and also created a basis for better synergy among the Armed
Forces and sectors of society. These institutional advances were surprising, since suifordinatio
the forces to the structure of the Ministry of Defense had been a pending agenda item since the
creation of the Ministry itself.

On the other hand, all these factors led to better trained military officers. The operation of new and
more advanced weapy systems, execution of highly complex peace operations, and fulfillment of
new requirements and institutional procedures required enhanced education and qualification of
officers. Military schools began gradually revising their educational stwittuttes,creation of

graduate programs established according to the criteria and evaluation of the Coordination of
Improvement of Higher Education Personnel (CAPES). There was also an invitation for
collaboration and connections among professors andyrgsprograms. This exponentially
increased contact among each of the forces in an alignment of perspectives, concepts and
procedures, as well as cooperation between universities and military commands of the three forces.
Therefore, there is a greater fiovd discussion between forces and civilians in terms of Brazilian
defense policyds strategic decisions.

An example of this new standard of exchanges and experiences was data fusion technology by Saab
part of the transfer package in Sweden's acquigit®npen fighters, which allowed the Santa

Maria Armored Training Center to include different training platforms and simulated combat. This
will allow for considerable advancement in 3rd Army Division training, it being the largest ground
troop in South Arerica, thanks to cooperation agreements with the Federal University of Santa
Maria and the Federal University of Rio Grande do Sul.

Institutional design

International security issues do not have the institutional support necessary for interministerial
planning and decisianaking environment. The cooperation between the Ministries of Foreign
Affairs and Defense, and of these ministries with others, takes place in a reactive way within subjects
of strict interest to both, and not due to continuous planoicgre for the daily problems that

Brazil faces on this matter.

The presidential role is limited to symbolic rituals and for decisions regarding the regular
replacement of higlanking Armed Forces members, when not in moments of exceptional crisis

% |dem. Sistema de Planejamento Estratégico de Defesa (SISPED). Available at
<http://www.defesa.gov.br/arquivos/legislacao/emcfa/publicacoes/politica_estrategia/sisped_2015.pdf>. Accessed on
September 16, 2016.
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situations. There exists no standard for fellpnand decisiemaking on security and defense
issues regularly supported by a qualified team of staff.

The Chief of Staffods Offi ce haterm Strategm prejects i n  r
and reprts in an informal, perhaps even improvised way. However, the lack of a bureaucratic
structure capable of articulating the other ministries makes any coordination unstable and fragile. As
a result of the inconsistency in the tasks and organization®hthee f of St aff ds Of
interministerial projects and actions are not based on dew@g&iog capacity and letegm

evaluation.

Another issue is the sustainability of the revitalization policy of the Brazilian defense industry, and
the procurement policy for the Armed Forces. This is particularly burdensome because acquisition
projects with international technology transfer are complex, expensive and ardeshanange.

Therefore, they are subject to variations in the statedsrecaituation and budget cuts in times of
crisis and retraction. Given that Brazil ds ge
threats, such projects never gain decisive support from the political class or in Brazilian public
opinion. Ths, however, hinders the execution of military plans for innovation, which differs from

the market logic. While the state plays a central role in the development of the sector, the logic of
innovation of military organizations is distinct from capitaipirations.

States have a large effect on the performance of defense companies. First, in terms of the need for
international cooperation agreements in most of the sector's projects. Due to high technological
complexity and intense international comgedtiti this market, it is necessary to involve the State in
seeking partners to transfer and/or jointly develop technologies, in addition to enabling companies
in productive and commercial terms. The State must combine the different policies of the
governmat , the ways in which sectords companies
interests of involved foreign partners (both state and private) while observing international regimes
that constrain actors and cooperation agreements. Secamgh thetense material products and
services contracts and sector policies, the State can encourage companies to increase their
performance in the defense sector. Unlike the Cold War context, today it is rare to find companies
that can survive just throughles of defense equipment; incentives and sector management are
needed to organize interfaces between civil and defense production chains. Finally, the State is the
only agency with the tools and authority to create amimaintefinstitutional relatiohgps geared

towards innovation, in order to form a national innovation system, involving: interaction between
the various players that make up the defense industry sector, collaboration in science and technology
projects among military, business, and moadepresentatives, and the training of the necessary
skilled labor.

In countries with advanced economies, the dynamics of private interests of corporations and of the
market are sufficient to attend to several of the technological demands of theecads/and
defense. However, in countries with lower performing economies (and even in some advanced
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economies), the initial costs, risks, and long periods of maturity and return have made certain civilian
research and development contracts imprdeticaterms of codienefit. As a result, such work

required a decision by government, focused oridongoenefits. Nuclear technology is a classic

case. Though the field was theoretically well developed as early as the 1930s, experiments were
delayed bthe lack of laboratories, which were extremely expensive. It was only with the imminence

of World War Il and the context of the Manhattan Project that there was allocation of resources for
creation of large laboratories at Stanford, Princeton and Hamxemgities and for collaboration

between physicists and engineers, high political dewadiers, and the military in the United

States.

The disconnect between military technological innovation and combat effectiveness is due not only
to the fact thamilitary institutions are less dynamic than private corporations, but also due to a
continuous series of technological changesveaponry, for examplehat bring more negative

than positive effects on the combat capability of a military organi&ationgoing process of
innovation raises uncertainties about the usefulness, usability, and safety of new weaponry because i
has not yet been tested in combat. This results in the lack of procedural preparations, specializations
and competences that athad forces need to operate. Armed forces operate in an environment of
wear and tear, uncertainty and danger. Therefore, their organizations are filled with elements of
repetition, redundancy, low specialization and high decentralization. All of thesadegistics

that compromise the innovation in warfare, as it is used in the technological logic of capitalism.

The expectation of the close relationship between defense, technology and industry is reasonable.
However, to state that military technolalgilevelopment always generates industrial technological
development expresses another strategy of social communication aimed at creating support for
acquisition programs more than a realistic analysis of the empirical evidence. Technological and
industrid military or civilian development is always marked by political processes. The creation or
modernization of a productive sector or a combat capacity follows decisions about how to allocate
scarce technical, human and financial resources.

In the Braziliartase, there is no expectation that the private sector can take on the role of inductor
of military technological innovation, and it recognizes the importance of public support for reaching
the necessary stages of military and commercial viabilityegicsttaue technologies. Whether it is

to induce such collaborations, or to decide on allocation of scarce investment resources, it is
important to more deeply consider national innovation schemes, such as the Japanese and Finnish
models, for example. lotth cases, an innovation strategy is the prerogative of the prime minister,
who articulates over the long term: i) interdependent relations in specific sectors, among companies
that create the appropriate environment for new technological discoveriesmpatitive
advantages; ii) incentives and financial support for cooperation between business and academia for
cuttingedge research in specific areas and human capital formation; and (iii) national systems for
education and vocational training for contisumprovement of skilled labor.
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In Brazil, the National Innovation System has provisions, which in turn involves a Sector System of
Defense Innovation. However, the composition and links between these systems are neither
centralized nor directed by thevgrnment so that they can withstand the strength of lobbies,
corporatism of the Armed Forces, and the bias of corporations and bureaucracies. In the absence of
longterm directional planning, the efforts to develop or leverage strategic sectors niliime Bra
defense industry are haphazard, as seen in the case of military aircraft and nuclear products, two
areas in which Brazil seeks accelerated integration, not following stages used by most other
countries. Brazil aims to produce and export produtisse areas of complexity and added value

that is higher than the services and components that it is unable to provide domestically, and is
obliged to import.

Integrating foreign policy and security to international defense

The consolidation of the Matiy of Defense during the Lula administration also benefited from the
creation of the General Coordination for Defense Affairs in the Ministry of Foreign Affairs. This is
directly linked to the Secretary General of the Ministry and covers all duyi\attekjsion, not

handled by the Division of Disarmament and Sensitive Technologies or by the Coordination of
Peace and International Security. The focus is international agreements in the area of defense,
coordination of exchanges of military attachdgamniexercises and promotion and export of
weapons by Brazil to other countries. From 2013 and beyond, it has also followed ZORACAS's re
launch initiatives. It includes no planning and evaluation assignments.

For example, the Coordination played an important role in Brazilpimaagtiefforts in the Gulf

of Guinea. However, such action is occasional and disconnected with the opportunities and events
in West and Southern Africa that do not involve the peesen8razilian military officers.
Therefore, the Brazilian foreign ministry does not monitor, nor is it proactive in these regions. For
example, it has little interaction with South Africa’s alternative approach to ZOPACAS in the South
Atlantic. Securitynd defense cooperation agreements with Cape Verde, Namibia and Angola were
the result of invitations from these countries, rather than stemming from Brazilian initiative.
Itamaraty could play a bold role in expanding these agreements to other coueigiensind

This could be further advanced through involvement of military higher education institutions and
civil universities in developing scenarios and models for cooperation agendas, and even more so if
they acted as initial and facilitating contattedlen Brazil and other countries. In this way, existing
defense research and education networks in Brazil through the Alvaro AlcBreri®

Program for Research in International Security and National Defense could have a role in creating
an initial ad favorable environment for this species of international cooperation.
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Recommendations

The increase in the governance in border regions is urgent, since there seems to be ambiguity in
Brazilian policies. On one hand, the country undeitakasves to foster regional integration

which would be a Brasibased project for the region, consolidating its leadership in South
America. On the other hand, Brazilian leadership still shows tepid results in functioning as a
guarantor of integrat process in the subcontinent, especially in terms of security and defense
issues.

A border security policy must take into account the interdependence among security problems
affecting these areas, given that the growth of international movemene $asteldcades of the

20th century has brought with it a sense of insecurity for societies, especially in terms of porosity of
the borders. In this sense, it is possible to argue that new security threats, in an integration process,
transcend state bordensd sometimes exceed state capacity to react individually, creating the need
for collaborative action. UNASUL and its South American Defense Council play a key role in
minimizing a imperialist perspective that other countries may have of Brazil, awddosiiive

multilateral measures. Among them, the Integrated Border Monitoring System (SISFRON) is in an
initial stage of development and can be used for cooperation and for building trust with neighboring
countries. The errors of the Amazon Surveill8gseem (SIVAM) cannot be reproduced, as an
isolated and useless benefit of collaboration arrangements with the other Amazonian countries.
First, because electromagnetic waves invariably tend to violate border boundaries, as they extend
throughout the ensonment until they are reflected back, in addition to the fact that effective
monitoring should detect threats across the border. Second, in combating transnational and non
state threats, these systems are a regional public good and can functionaesfarrbaogaining

and for influence.

Another lesson to be learned from SIVAM is related to its counterpart, the Amazon Protection
System (SIPAM). In this case, an inherent problem was the lack of an institutional architecture that,
based on data collegttrom SIVAM, would generate or nourish actions of the various agencies
involved with public policies in the Amazon region, such as those conducted by the Armed Forces,
Federal Police, and FUNAI, among others.

This architecture may very well be the matrtutional challenge of any border surveillance system

and any potential mu#tiate collaboration. This is because it creates a constant dilemma for
intelligent use of information between a national sovereign resource and an asset for multilateral
colleboration. Therefore, just as important as the technological apparatus configured for border
surveillance activities is the development of human resources and institutional bases, and all these
components must be politically oriented to maximize thégsutili

In the midterm, the recommendation is for Brazil to establish a deliberative council that will
continue to execute all strategic planning stages in a continuous and qualified manner. It should be
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able to consider and decide on civilian and sniiggrects for strategic areas, which can only be
resolved by politicakather than technical or bureaucratieliberation.

Firstly, this body should orient the overlapping and strategic areas that require coordination among
the Ministries of Foreignffairs, Defense, Finance, Planning, Courts, among others. Therefore, this
cannot be limited to the interactions of the subordinated departments in the conduction of agendas
already underway. A greater degree of political evaluation is needed, aguwieil @ecedures

applied to Brazilian integration in international security. This is mainly because Brazil's secure and
stable geopolitical condition allows it to act more closely with other diplomatic and economic
interests. However, the technical intresaof related activities and existing bureaucratic structures
have created too much insularity and specialization, with ineffectiveness and disarticulated results.
Therefore, this has resulted in lost opportunities due to lack of proposals and ajrexisiiyg

ones.

The recommendation is that the Strategic Affairs Secretariat (SAE) gain a more effective and
structured form within the Chief of Staffds C
National Planning Council that includesessarily interministerial and strategic areas as subsectors

- such as the National Innovation System. In all cases, there would be representation, interface and
participation of the Ministries of External Relations and other ministries involved vettimtityés c

structural policies. The involvement of diplomats and military officers at this level would facilitate
the procedures and raise the level of necessary articulation between them, and with other sectors of
the State at the ministerial level.

In the second place, a national planning council should be capable of conducting all stages of
planning: the formulation of scenarios and plans, the monitoring of projects, evaluation and
updating of projects and initiatives. To do so, it must have a permdnemtr@allocated team in

some way linked to the Itamaraty staff and the Armed Forces. Therefore, the SAE would emerge as
an appropriate body for the function, as being in charge of the executive secretariat of the Council,
the SAE would benefit from tloeitstanding position that the Chief of Staff Office obtained in the

most recent mandates. It would also benefit from the team of managers and technicians that it
already possesses but who may perform even better with a clearer, more permanent and well
oriented arrangement of its assignments and those from the Applied Economics Research Institute
(IPEA). For some time, the IPEA has acted as a reference center for reports and plans in the various
areas we deal with here. However, there is still work toldreeimn terms of links and orientation

of its activities to executive actions and deliberations.

Therefore, in executing the Council's deliberations and being supported by its body of analysts and
technicians, the SAE would have the legitimacy and tabisityiculate the various initiatives
between diplomacy and the Brazilian Armed Forces, including border management, which is at the
center of this discussion. Finally, its outstanding position in Itamaraty and the Ministry of Defense
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and connection with he Chi ef of Staffds office would pr
evaluation and reorientation of these initiatives.
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Brazilian Foreign Policy and the New Geopolitics of Energy

Joado Augusto de CastranblielseBh.D from theniversi ofSao Paulo and is Latin America Director for
the consultdfusasid@roup.

If there is a lesson for those who follaternationahews, it is that everything can change
moment.A war, a terrorist attack, a pandemic, an accident or even an unfortunate comment can
change the status quo amtkxpectedly change the contoursitefnational relationghis is also

the case in the energy arBae oil market, for example, is ofteéecéd by conflicts aray the

major economies. Less obvious but very relevant for theiserteronmental degradatiand

the emergence of new clean technologies thaamidiy and profoundly alter tHhgnamics of a

market that many see as crucidl@eennial for economic development

For Brazilian foreign policy, therefore, the challenge is to regoatsiehat are often constant
such as guaranteeiting defense ohationalinterest, to a changing global context. Afteraal,
action that yesterday was good forcthentrymay no longer be todalo tracethe possible paths
to be followed by Brazil's energy diplomacy, this chefiteexamine the background of
international energy cooperation, evaluate its main resultlmatandl Brazilian domestic policy
challenges this area and, finally, chart our courses to be followed

Background

Energyis a citical item on the Brazilian foreign policy agenda, due to the growing demand
generated by the national economy. In adddidecilitating the provision of energy for industry,
energy diplomacy plays a relevant strategia tbke geographic environment, mitigatisgprical
rivalries and laying tlggoundworkfor regional integratioafforts that has securing predictable
access to affordable energy sources as onmairitebjectives.

This process is not newor example, ewstruction of Itaipu, the largest hydroelectric plant in the
world at the timayhich provides significansupply ofelectricity consumed in Btaad Paraguay,
was the result ofegotiations with neighbdrsthePrata Basin during ti®70s and 19803uring

this era, efforts focooperatiorbetweenArgentina and Brazil also began in the areaaéar
energy, an initiative that built trust between two former maks)gpossible whatould become

the main Brazilian regiormdfort of thelast quarter of the centuigasibleMercur. In the 1990s,
energy diplomacy laid the foundations ferabnstruction of a gas pipeline with Bolivia, now an
indispensable source of energy for dities surroundingao Paulo. The same applies to the
Initiative for the Integration of Regional Infrastructure in South America (lIiR8%&yNe to
facilitate phyesal integration between Brazil and the rest of South America through massive
investment in large energy produdidrastructure works
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In addition to ensuring the sharing of natural resources and fostering rapprochement between
countries, another impartt, but less discussed aspect, of energy diplomacy in recent decades has
been the promotion of the interests of Brazilian capital in the region. Behind major infrastructure
projects were the main representatives of Brazilian capitalism, suclowsdadta®etrobras and
Eletrobras, and a conglomerate of major national companies, with the financial support of the
National Economic and Social Depehent Bank (BDNES). The resoitthis was thaPetrobra¥

and Eletrobra® significantly expanded théreign investments, mainly through the purchase of
assets in South America and, to a lesser extent, in Africa and Central America. This
internationalization project, however, has suffered sétlmhekgo financial difficulties recently

faced by both copanies.

In the last decade, Brazil's foreign energy policy has gained a markedly more ghofgaleand c
dimension. On the one hand, #ygravatedimate change process imnaseased thienportance of
negotiating environmental agreementshaisdostered technological cooperation in the area of
renewable energy, especially in biomass, creating opportunities for the internationalization of the
national alcohol program (Phécool) orwhat is known asthanol diplomacy. On the other hand,

the discweries of vast oil and gas reserves on the continental shelfabadetheountry in a
prominent position and consequently one gfowing competition among the world's major

energy powers. There was also a growing interest of the Brazilian gbt@neswane the nuclear
program.

Evaluation

Generally speaking, Brazilian energy diplomacy in the last decades has yielded positive results. The
many successes achieved, however, do not nullify the errors or omissions. It is of the outmost
importance, thefore, to evaluate the successe&dnckes of energy diplomacy in recent years that,

in addition to identifying the objectives of foreign pdieyng aware nainly d concrete results,

but also on the processes implemented.

Most simply, the main objeves of a foreign policy can be distilled into three main points: i)
guaranteeing national interest or security; ii) contributing to economic development, wealth
generation, and the improvement of the @tjoul's welbeing; i) promoting moral valuel.is

possible to have a clear view of the role of each in the Brazilian energy strategy.

Generally speakingrazilian energy diplomacy hadirmportant role in regional stability. The
referreeto negotiations that led to creation of ttapu damand the nuclear agreement with

57 DALLA COSTA, Armando. A trajetéria de internacionalizacdo da Petrobras na indistria de petréleo e deigdttes.
Econdmica & Histéria de Empresas. 12, n. 1, 2009.

%8Eletrobrasmantém meta de aplicar 10% do investimento no extataor EconémicoMay 3, 2015. Available at:
<http://www.valor.com.br/empres@643256/eletrobramanterametade-aplicar10-do-investimenteno-exterior. Accessed on
September 18, 2016

%Eletrobras reduz projetos internacionais por aperto finan@ir®1 October 21, 201%wailable at:
<http://g1.globo.com/economia/negocios/niati2015/10/eletrobraseduzprojetosinternacionaispor-apertefinanceiro.htmi>.
Accessed on September 18, 2016.
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Argentina not only ensured greater levels of energy security for Brazil, but also helped to lessen
rivalries ando promote an unprecedentsglationship thatulminated in MERCOSUR. Despite

the shortcomings, the South Amamidloc has produced an undeniable institutionalWwaknef

trust in the regionthereby reducing potential sources of threat to Brazilian sovereignty

By extension, the success of the foreign energy policy Bielpidoproject more power in the
regon. With many of thesprojectsfundamentallydependenbn Brazilian capital and expertise,
some neighbotsavefound themselves instuation of quasiependence on Braziheinfluence

of the decisionsiade irBrasilia on thaeighboring nations wagefpalpableas was the case with
Paraguay (Itaipu) and Bolivia (Gasbol), for example.

Despite the advances in the stability and increased regional power of Brazil, the issue of asymmetry
hasincreased. Although the probabilitydisSatisfactio@mongsome neighboring countries with
whatcould beinterpreted as a Brazilian hegemisngw such dissatisfaction could bea threat

to national sovereigntyijth theimbalance of forceseatingisks for the country. Agreements seen

as unfair can giveawy to populist and Hé-Brazilian" policies in the regigeopardizing not only
Brazilian assets in some of these countries, btiiradsoing ecess to natural resources of utmost
importance to national security. With Paraguay for example, thifatiieatiresulted in repeated
attempt® by theGuarani country to renegotiate the terms of the Itaipu Treaty, tinaselelated

to the price of energy sold to Brazil and the amortization periods of the debt arising from the
construction of the plant. WiBolivia, such differences went beyond prices when, in 2006, the
government in La Paz decided to nationalize Petfbbrabat coutry. In handling both cases,

the government in Brasilia seems to have opted for partial or even improvised sablitions th
addition to not completely eliminating sources of risks and uncertainties, may also generate
additional costs to the country, such as higher energy tatiféseoin théorm of investments of

with uncertaimeturns omajor lossé$

Brazilian foreign policy has helped to promote access to natural resources available in border regions
or even in neighboring countries. In addition to contributing to the country's energy security, some
agreements wertundamentalfor meeting demands of Bzilian industry and population,
contributing to the country's economic development. Since 2000, for example, the share of natural
gas in Brazil's energy supply more than doubled (from 5% to more than 10%), even helping to
compensate for the slower growthhydroelectric power supply. In 2014, Bolivia's gas imports
accounted for about 25% of the country's total natural gas supply. The effectiveness of some
agreements, however, can be questioned when Brazil is sometimes obliged to buy energy even wher
there is no relevant domestic demand, as seems to be the case with the agreement with Bolivia at

PBLANCO, Luis F. O Novo Acordo BrasiParagua aRenegociacédo Tratadode Itaipu: Enfim uma postura de lideranca
subregional?Fundacad<onrad Adenauer, August 2008vailable at: <http://www.kas.de/brasilien/pt/publications/17309/>.
Accessed on September 18, 2016.

"1 Bolivia ocupa Petrobras e nacionaliza exploracdo de petréleo feodfm de S. Pauldviay 1, 2006. Available at:
<http://mww1.folha.uol.com.br/folha/mundo/ult94u95508.shtml>. Accessed on September 18, 2016.

"2 Brasil doara linha de transmissdo ao Para@dinido e NoticiaJuly 27, 2009. Available
at:<http://opiniaoenacticia.com.br/setategoria/coracordebrasitdoaralinha-detransmissa@o-paraguai/>. Accessed on
September 18, 2016
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times. Moreover, withoutraarket mechanism to estabfsitesthe trade relationshipand even
renewalof the treaties themselv@svould be morevulnerable tgoolitical pressuféfrom the
governments In fact, despite the probable increase in gas production assétiattdthe
Brazilian presalt in thecoming years, Brazil will continue to its reliance on importéfiogas
Bolivia and5NL) to supply itgrowing demand, which will require a renegotiation of the agreement
with La Paz, which expires in 2019, in terms that are advantageous for both countries

In relation to the promotion of Brazilian capital abroad, the regaiiaisle. On the one handeth

date was competent in encouraging the internationalization of some companies, state and private,
with assistance from BNDES financing. The task, however, was incomplete. Despite political and
even financial support, there was a lack of a broadetiamstitand legal framework to protect the
investments of Brazilian companies abroad. The few bilateral investment protection agreements that
have been signéy Brazil since the 9)g$or example, are still not ratifi@a Latin America, three
wereratified in 2015: Mexico, Colombia a@tile).While current mechasmsfor facilitation of

regional trade, such as the Agreement on Reciprocal Payments an@ CR}isre important,

there exists thpossibility of improvement, and thedliance on natioh&reasuries/central banks

may limit their expansion. Contractual ruptures or expropriation of assets, such as the case of
Petrobra in Bolivia, or evethe political dispute involving the BNDES operation in Ecliadoe

some of the examples of risksvtich Brazilian private and public apiteexposed when there is

a lack of morstable legal systems.

The role played by Brazilian foreign policy in attracting foreign investments to the energy sector has
been moreepid Despite the successful operhthe oil sector in the 1990s and the development

of the bioenergy sector, the advances made by Brazilian diplomacy to secure greater cooperation and
foreign investment were limited. After the discowérhe presalt in 2007, for example, the
decisionto change the regulatory framework of the sector resulted in near ‘pdrafigsis the

country went five years without an oil and gas bidding round (fror20A@)& the area of bie
combustiblesa memo of understandifgsigned with the United States in 2007 not onld faile

advance the project of transformingaathl into a commodity, but afsdled to stem a crisis in the

3 Bolivia quer 78% de aumento no pregalor Econdmico December 3, 2015. Available
at:<http://www.valor.com.br/empresas/4340170/boliyiger 78-de-aumenteno-preco>.Accessed on September 2816

" ERNST & YOUNG. Desenvolvimento do gas natural no Bradsihilableat:
<http://www.ey.com/Publication/vwLUAssets/EY_Desenvolvimento_do_gas_natural_no_Brasil/$FILE/Estudo_Gas_Web.pdf>.
Accessed on September 18, 2016

INVESTMENT POLICY HUB.Internabnal Investment Agreements Navigaforailable at
<http://investmentpolicyhub.unctad.org/lIA/CountryBits/27#iialnnerMerAzeessed on September 18, 2016

8 ALADI. Discurso do Representante Permanente junto & ALADI e ao MERCOSUL, Embaixador Regis Arslanian, no XV
Conselho de Ministros da Associagdo Lathmericana de Integracdo (ALADIAvailable
at<http://www.aladi.org/nsfaladi/discursos.nsf/vwdiscursosBeBA4FFDDAG0D8E3032575AC0045597DAccessed on
September 18, 2016

""PONTES NEWS ARCHIVE. Equador questiona divida com BND&#&ilable at: http://www.ictsd.org/bridges
news/pontes/news/equadguestionad%C3%ADvidacombndes Accessed on September 18620

8 petroleiras foram contra novas regras parasBréolha de S. Pauldecember 13, 201@vailable
at:<http://www1.folha.uol.com.br/fsp/poder/po1312201002.htAceessed on September 18, 2016

PONTESNEWS ARCHIVEBrasile EUA concluem Acordo sobre biocombustiveis e deixam tarifas deteaiiable at:
<http://www.ictsd.org/bridgesews/pontes/news/brasieuaconcluemacordesobrebiocombust%C3%ADveis-deixam
tarifasde-fora>. Accessed on September 18, 2016.
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Brazilian ethanol sector, which faced a drop in investments andstagresioli of production
and export in recent years.

In generallack of adequate planning &rdsila's propensity for protectionisrar even dirigism

has reduced Brazilian diplomacyds scope of
investments to develop the oadl oil industry, for example, the government established local
content rules that were considered to be very ambitious, resulting in elevated costs, delays in
production andcaring off investoralthough the local content standard is not a probletseif i

its implementation requires gradualism and fleXitititgorrect potential distortion¥ears of
subsidized gakne prices # to keep inflation under controlhave greatly reduced the
competitiveness of ethanol in the domestic fuel market,ngfféai industry's profitabilignd

leading to reducadvestment levels.

Although the relationship between the energy issue and the promotion of moral values is somewhat
indirect, it is possible he&weidentify two points of friction for Brazilian foreign policy. The first one
refers to the environmental issue. Without doubt, there have been recent advances both in the
¢ o u n degrgedfscommitmetd international negotiations on environmentae&as well as in

the increased generation of clean energy, mainf¥/ Balidn a context of worsening climate
change, the Brazilian government's rigcstiated priorityf makingdevelopment of prealt oil a

priority for energy policy makes ligigse. This is betting or2é"-century energy agensall into

the 21st century. Furthermore, this emphasis was one of the factors responsible for the near
disappearance of a previously promising source of soft power in Brazil in recent years: ethanol
diplomacy. It is also worth mentioning the growing concern of the international cothwitiity

the possible impact of biofuels on food security, an issue that has received littlénsBierziksm
diplomacy.

The second point involvidse issue of corruption. Most of the regional energy preyecistedy

Brazil in recent decades have been characterized by participation limited to large companies, either
state or private. This concentration has sometimes reduced the transpagersiyns whade and
monitoring of projectsand has often fostered cartel behavior, which has often led to less
advantageous agreements or even to corruption schemes inside amldeocsiaty The scandal

8RENEWABLE FUELS ASSOCIATION. IndustryStatisticavailable at:
<http://ethanolrfa.org/resources/industry/statistics/#14540997884882782ca53> Accessed on Septemhizd16.

81 Decreto do governo faciliteegra de contetido local de petrélgalor EcondmicoJanuary 18, 201@vailable at:
<http://www.valor.com.br/empresas/4396662/decdra@overnafacilita-regrade-conteudelocalde-petroleo> Accessed on
SeptembeR016

82 ALMEIDA, EdmarL. F.; OLIVEIRA, PatriciaV.; LOSEKANN, Luciana Impactos d&ontencao dos pregos de combustiveis
no Brasil e op¢des de mecanismos de precificacdastBaleEcoromiaPolitica. V.35, n.3 p.531556 2015

8 Adesao do Brasil a Acordo de Paris passa no Senado e segue paraFaahgite S. PauloAugust 11, 2016Available at:
<http://www1.folha.uol.com.br/mundo/2016/08/18017&#esaedo-brasila-acordede-parispassano-senadee-seguepara
sancao.shtml>>. Accessed on September 2016

84Brazil's ClearEnergy Boom Running Out of Sted@BtbombergMarch 2,2016.Available at
<http://www.bloomberg.com/news/articles/2008-03/brazits-clearrenergyboomrunningoutof-steam>Accessed on
September 2016

8 FAO. Biofuels and Food Security: A report by The High Level Panel of Experts on Food Security and Nutrite2013.
Available at:HTTP://globaltrend8030.files.wordpress.com/22/11/globaltrends2033november 2012.pdAccessed on
September 18, 2016.
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that emerged from the Lava Jatpe@tion, whiclfocuses on the energy sector, is the latest
example of this problem. The absenoe nonratification- of more effective international legal
cooperation mechanisms andgsbantregional or bilateral supervisory instruments have made way

for internatiomlization of corruption schemes otherwise previously restricted to national territory.
The major construction conglomerates have for years been the main donors of electoral campaigns
in Brazil. With the financial and diplomatic support of the Braziliaarngwnt, the
internationalization of these groups has provided opportunitf@gdamuption, which, according

to the ongoing investigationgyainly resulted ifraudulent bids and overpriced contracts in
exchange for politicalectoral funding, both ide and outside Brazil.

Possible global and domestic challenges

To adjust the main objectives to be foll owec
necessary foreviewsome of the likelgjomestic, regional and glotlallengésthat will delineate

the scope of the Brazilian government, inside and outside the country, in the toeirsexof

decade

The international energy market has undergone profound changes in recent years. In addition to
developments in clean energynetdgy, new discoveries of hydrocarbon reserves and the
exponential increase in shale gas production asdmeentional othavepushed down prices

levels ofraditional oil. In the years to come, this momentum should continue, especially if the
world eonomy- and Chin@ maintains a moderate expansion rate. As a result, competition
between oil producing states to attract more investment to the sector tends to intensify. In this
scenario, the idea that the-padt oil is awinninglottery ticket" is nsieading and dangerous.

Despite being a rising player in the global energy market, Brazil may face a much more competitive
scenario, both to attract the investments needed to exploit this potential resource, and to secure a
market for such production. Ifdilia continues toew the presalt as thikttery ticket, it should

at least realize that there is an expiration date for this tpteefficiently utilized

In addition,the continued effects @bllution and ucheckedusage ohatural resourcesill put

pressure on the international community to impose stricter rules on respect for the environment.
The deterioration of the environment will also increase the importance of matching a growing
demand for biomass energy with thevgrg demand for water and food, without affecting the
other. Within environmental negotiatiorss,backdropof a worsening environmental crisis will
weaken one of the principles guiding Brazilian diplomaoyother developing countrieof
"common butdifferentiated responsibilities”. This waankteas@ressuren the country to adopt
ambitiousmandatory targets, possibly impacting national energy policy in two ways. The first would
be a possible limitatiam use opolluting sources of energy, sashoil, which could make the cost

%Lava Jato ganha alcance internacional com Jodo Santana e OddHrEelg February 27, 201@\vailable at:
<http://brasil.elpais.com/brasil/2016/02/26/politica/1456517201_178396.htkdeessed on SeptemhEs, 2016
S’NATIONAL INTELLIGENCE COUNCIL. Global Trends 2030: Alternative Worldsvailable at
<https://globaltrends2030.files.wordpress.com/2012/11/glvbatls2030-november2012.pdf>Accessed on September 18,
2016
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of developing the sector prohibitive. The second impact would be to exacerbate possible negative
externalities in the development of some renewablgy sourcesuch as hydro and biomass.

While the Braziliamterest inhydro sources istarting to face somienitations due to climate

change (drought) or stricter environmental standavdsriin plants without aeservoir), the
uncontrolled development of biomass camipact the agricultural sector and have an eifiect

food security levels.

The first two challenges (the change in the geopolitics of oil and deterioration of the environment)
could lead to abrupt changes in the global energy market. Frequently impacted by conflicts in
producing regions or by severe eaunocrises, the energy market rfest the effects of
technologicafr)evolution. Such dynamics could acceldrateate oftraditional- and polluting

sources of enerdgpecomingobsolete Despite the positive effect from the environmental point of

view, a sudden breakdown of one traditional market and the emergence of another could cause
significant economic and geopolitical imbalances in the near future. In this scenario, which some call
the third industrialevolutiod, the gravitational center of global energy power must migrate from
resourceich countries to those who madajor investments rlean technology innovation. One

risk of this shift in global energy geography couldsirécted access these new techmglies (a

risk ofspecies of a cleanergy OPEC?).

From the point of view of the regional strategy, growing dissatisfaction of some neighboring
countries with Brazil, especially regarding energy agreements seen as disadvantageous, coulc
generate some momamediate challenges for the Brazilian government. More specifically, the
renewal of the natural gas agreements with Bolivia in 2019 and the Itaipu hydroelectric plant with
Paraguay in 2023 may entail additional costs for the Brazilian cteoqueiger.nl addition to

helping to ensure the country's energy securitpgfamiig these agreements hilpboost

economic relations and to raise levels of international cooperation. Although the likely increase in
domestic energy production (mainly due to thelaj@went of the prsalt) will serve to raise

Brazil's bargaining power in these renewal negotiations, Brasilia's challenge will be to reconcile this
relatively more favorable position with a posture that does not generate dissatisfaction in
neighboringountries An institutional framework that establishes price adjustment rules in addition

to a permanent mechanism (bilateral or regional) for dispute resmuatiserve tomprove
confidence.

Regarding domestic issues, there are three central pointsushdte considered. First, the
worsening of the fiscal crisis of a structural nature will make public resources scarcer, which will lead
to a more limited role by BNDES in serving as a source of financing aowrstatenterprises as

a source of investmie The reduction of BNDES operations will require the development of a
capital market with the participation of more private financing agents. Fetnobistrobras'

own asset seadff plan is expected to open some sectorprivate and foreign inst®rs, which

8 The third industrial revolutioriThe Economistpril 21 2012. Available at: <http://www.economist.com/node/215530%7>.
Accessed on SeptemhEs, 2016
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would even affethe renegotiation of some current international agre€i@iven this there will

be a renewed importance of regulatory agencies and the national and foreign private sector to
maintain or raise the level of investment in the energy sector. In the last decade, many regulatory
agenciesnuch ofthem established in the 199@m/e experienced a depletion of funds or political
rigging, which has resulted in them transferring a significant portion of regulatory activities to
ministries. Currently, a draft of a bill is being discussed that aims to strengthen these agencies,
guarateeing them greater resources and operational autonomy. Mining, an important sector of the
Brazilian economy, does not even have a @ygud@ency; this situatishould be remedied with

the approvabf the new mining code that is curremtiZongress.

Secondly, significant corruption scandals have already altered tpeiyatbli@lationship and will
require more transparent regulatory frameworks that guarantee reliability among public and private
economic agents in the futubecisions to invest jprojects with dubiougturns or in countries
considered unpredictabletbat violate human rightwill undergaogreater scrutinyAdditionally
countres with rigid antorruption regulationsanalso serve asfectiveroadblockgo future- or
evencurrent- investments by companies involved in scaddalghere will also badirect effec

on companies' investment calculations. The financialesigigng fronthese scandals Had to a
call for an aggressive deleveragstgategy which ofte results in theeducedinternational
operations of some compaffleb the case of Petrobras,decision was made reduce the
importance of the international aneahe organization's plang,addition to the sale of assets
abroad.

Finally, theexpansion of the middle class and increased consumption must be included in this
calculation. The demographic changes taking place in Brazil, even in the recent recession, will
require a significant increase in investmautlic and privatein the cormg years for generating,
transmitting and distributing capacity to sustain a continuous expansion of the supply of affordable
energy. The increase in demand for more natural resources may create tension between the demanc
for food and water and the demdodenergy (food security vs. energy security). This issue should
focus on the competitiveness of the Brazilian economy and the ability to provide quality goods and
services at reasonable costs. Most generally, it will foster the debate about thepgressobf

the Brazilian economy for trade and investment.

Recommendations

Brazil needs to diversify and balance its internatamtiities. Energy diplomacy must
simultaneously explore the development of different sources of energy. The development of
traditional energy resources (oil), for example, should not divert the Brazilian government's focus on

%Negociacdo de acordo de gés coBodivia deixa Petrobras de ladd Globa February 6, 2016\vailable at:
<http://oglobo.globo.com/economia/negociacteacordede-gascombolivia-dexa-petrobrasdelado- 18612765>Accessed on
September 18016.

%Eletrobras decide deixar sociedadeGtaC aps negdcio com Nicaragudalor EcondmicoJune 25, 2016. Available at:
<http://www.valor.com.br/empresas/4645785/eletrolttesidedeixarsociedadaachcaposnegociocomnicaragua>.
Accessed on September 8, 2016
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clean energyn addition to thebenefit to the environment, this diversification will reduce the
vulnerability of the Brazilian economyadtentialvolatilities of the global energy market. In short,
the tension between the emphasis orsgitedevelopment and the commitment to clean and
renewable energiesust be resolvedt is essential that a continuous analysis be amade
geopolitical risks and hewlogical devebmnents and how it woulrffect energy geopolitics in the
coming years. This effort should result in a-tiemg strategic agenda (a white paper on energy
cooperation) that serves as a parameter for Brazilian diplomacy. This agenda)dvbechntbe
charge of a new Strategic Council, would assess the risks and opportunities of devedapment of
source of energguggesting ways to mitigate risks and enhance the calatiryéadvantages.

International cooperation in the comings/ehould increasingly focus on the development of clean
technologies and the green econemtiyout abandoning developmeaft oil in the shortand
mediumterm Brazilian diplomacy will play a key role in attracting investment in innovation, which
could create arenergyrevolution in the near future. Given thessibility of a technological
revolution in clean energy, Brazil must guarantee access to these new technologies, either by
attracting cuttingdge investments or international cooperation agtseiene broadly, this will

require a more opgosture integrating the country's econantyg new global production chains.

In order to do spa fundamental step updatingBrazil's trade agenda, seelkingmore and
improvedfree trade agreements thatourage technological innovation through the establishment

of rules on investment, intellectual property, government purchases, and so on. Membership in the
OECD could open doors tturthereddevelopedelations with countries at the forefront of the

green revolution, such as Germany and the United States. The creat®BRIGBbasedclean

energy forum will enable greater cooperation with China, which has greatly expanded investments in
solar energy. Something simitaght also beone withinthe scopef UNASUL, with a forunmto

stimulate investmeint clean energies.

Finaly, it will be necessary to-a@nfigurethe role of state actors in energy diplomacy. The
economic and fiscal crisis and the plan toffsllateowned assets have reduced the'statle in

some sectors and vafben up ground fanew players to enter the national energy market. The role

of Brazilian diplomacy will be to include these new players in energy cooperation, bringing the
possible agreements closer to market dynanticsiueiregulation and transparency. This requires
developing a loAgrm strategic agenda and reducing the degree of fragmentation among the
various agencies in the decksi@king process. At the national lev8irategic Council linked to
Planalto wilkerve to coordinate the activities of the relevant state agents in the sector (Ministries of
Energy, Foreign Affairs, Development, Agriculture, Environment, Science and Technology,
BNDES, Petrobras, Eletrobras, etc.), possibly withpaingcipation of mggresentativefom the

private sector. Regionathjis would be creation ofhaultilateral forum withidNASUL

The regional energy cooperation establishedisddegely a result miternationalizatioaf major

Brazilian capital with state supporespite the still relevant role of public officials and large
companies in energy diplomacy, a greater involvement of venture capital and smaller firms, including
startups, should beencouraged, which may play important role in development aoew
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technologies. To this end, it is necessary to encourage the development-tefira [mngte
financingmarket. At the regional level, there couldyieater financial integration through the
creation of newnstruments (such as a MERCOSURASUL developrant bank) that can expand
existing regional and multilateral initiatives (IBRD, IDB, FOCEM, FONPLATA, etc.) and
encourageyreaterexchange between stock exchanges in the region. At the national level, the
creation of an Eximbank could boost the expomding process, and even reduce the pressure on
national treasuries and central banks.

Another fundamental point will be to guarantee degalintyfor Brazilian capital abroad, both for
current and futurénvestmerg for stateowned and private compamnief varying sisethrough

bilateral investment protection treaties. This could consolidate and broaden the internationalization
of Brazilian capital, also helping to project greater influence of the abrodag/Therefore, it is

crucial to ratify themvestment protection treaties that are in Congress (Chile, Mexico and Colombia)
andto seek to negotiate similagdties with other countriedere there argignificanBrazilian
investments (Ecuador, Peru, Bolivia, Venezuela, etc.). Faced witly tresiskance of some of

these countries, especially thhasebymore nationalist governments, regional (rather than bilateral)
agreements can helddressnistrust and facilitatbe negotiations. It is also necessargxmwand

and strengthen existingtioaal and regional guarantees and financing mechanisms (such as the
Brazilian Agency for GuarardeBundsand Guaranteg$or ReciprocalPayments and Credits
Agreemenaind BNDES itself), establishing clearer parameters to evaluate politagaltatidnal

risks (environment, corruptjoand to monitor projects, possibly within the framework of a regional
investment agency.
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Public Goods, Interest Groups and Foreign Policy

Eduardo MeitaPh.D student at ttendon Schaoi®conomics.

What are the benefits thefficient and wefplanned foreign policy calffer to Brazilian citizens?

And whathappens whedecisions are made to favor interest groups, at the expense of what would
be best for most citizens? Under what itimnd do foreign policy decisions in Brazil tend to favor
interest groups rather than the majority of the population?

Like any public policy, a country's foreign policy can have enormous distributional consequences for
the society it represents. It cantobute to the accumulation of human capital, economic growth,
promotion of equality and the defense of citizens' rights, or serve as afietleeriocrease

benefits of groups with easy access to power, questionable sources,@ointrants vih corrupt

foreign governmentand jobs for allies of powerful politicians. Foreign policy can boost social
mobility or helpto maintain preexisting class structures. It cmmve as a means faaluing
multiethnic and multicultural dimensions of a sodetyan function as a discriminatory tool to
privilege certain groups at the expense of others. It can strengthen the advance of democratic
institutions and movements of totalitarian ideofpes; it can strengthére secular character of a

state or cosolidate its religious nature. It can also contribute to the production of public goods,
which can be enjoyed by all citizens, or can favor small interest groups.

With all this potential, politicians in any country can be expected to have strong tocemgage

in the creation, control and conduct of foreign afféims.expectation that the final outcome of
foreign policy will be fundamentally influenced by the political process by which decisions are made,
as well as by the relative strength ohd¢femts involved, is a plausible one.

My goal in thischapter is to present arguments about how the relationship between foreign policy
and interest groups in Brazilian polifiosctions Foreign policy choices in Brazil are deeply
politicized. This isat a new phenomenon or a feature of past governments. In fact, this is the
natural consequence of the institutional environment in which decisions in this area are made in
Brasilia. Far from being an insuladteavoy foreign policy involves important netts both inside

and outside the state.

My central argument is that, as in other areas of public policy, the Brazilian government has
structural difficulties intilizingforeign policy to generate public goods, that is, benefits that can be
enjoyed byxiety as a whole or by its vast majority. This is not the rgsadir @dministration by
Itamaraty, or any other bureaucracy involved iprtdoessing of decision makimpr is it the

result oferrors byrecent governments rfated ideology sharég leaderand bureaucrat$he

problem in fact,s similar to what afflicts other areas of state action in Brazil. Just as the state has
difficulty building a subway or an airpibdemonstrates the same difficultiggraducingefficient
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regulatiorthat avoidgrivate monopolies or oligopolies. The same institutional factors that cause
such problems in other areas of government activity also hinder production of goods in the external
sector, such as an effective foreign trade strategy, succeasfidnatif foreign investment,
provision of efficient transmission channels between international agreements signeciy Brazil
their execution in Brazil in areas such as the fight against corruption or urban safety and security.

It is much easier for foreign policy to wimkardsinitiatives that favor interest groups with great
influence in Brasilia. Examples include, but are not limited to, projects such as investing billions of
dollars in building a nuclear submarine in armyotlrat has not had its territory militarily threatened

since 1864 or rejecting ratification of the Arms Trade Treatyc{agcufban safety and security

issues inme of thew o r Imdsbwsolent countrie®r the interests of a private group with expo
interests). Another example is the creation of exceptions to trade agreements that cover more than
half of the products included in Mercosur's common tariff, the country's main international trade
agreement.

In the following pages | present evidencehisf trend as well as some hypotheses aimed at
explaining it. This view of the decismaking process in foreign policy remains tentative, much
more focused on examining Brazilian politicalutistis at the macro level than with providing
detailed stdies of the datp-dayfunctioning of foreign policy. However, it does pagevay for
future studiethat may deeply analytiations in order to verify the extent to which the arguments
describedherein are maintained

Interest groups and foreign plicy

What are the institutional barriers for foreign policy to work for the creation of publicTgeods?

main barrier is the fact that tBeazilianState in general éxtremely permeable to the adioh

interest groups. Powerful lobbies operate in government contracts, in the distribution of subsidized
public credit, increation ofgovernment programs) addition tomany other areas of public
administration. The presence of interest groups in thal&bion of public policiesjisst the case

in Brazil, but common to all developed democracies and in the developiigHear&er, the

capacity binterest groups to secure policies that benefit them at the expense ofbthieagvet!

the majority othe population is primarily a function of the institutional environment in which
policy choices are m&de

Can weak speak ofaeign policy more or less aimed at the interests of the majority? If so, would it
be possible to have a different foreigrcpafiBrasilia were less permeable to the interests-of well
organized minorities? To begin to answer these questions, we can look at the expectédteaction of
players who inherentbarticipate in foreign policy choices in Brazil. Presidents and tegiséato

91 KRUEGER,AnneO. The PoliticaEconomy of the RerBeeking Societfhe American Economic Review.64, n. 3p. 291
303, Jundl974.

92 BUCHANAN, James M. Same players, different game: how better rules make better gotitissitutional Political
EconomyV. 19, n. 3, p. 17179, Septenber2008.
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the main elected agents with an interest in the country's international action and, as such, have
incentives to respond to their voters and interest gndupsan present an opinion on a topg

is true with anpublic policy, interest groupsddn be more vocal about structural choicesthigan

less organized mass of vsifeso the voiceof these groups tends to be amplified, despite their
relative and smaller size, compared with the electorate

Two consequences can be expected for foreigy pvith interaction between politicians and
interest groups, both resulting from the nature of the Brazilian political $y&teirst is that

interest groups will play a central role in the design of bureaticesgiessible for implementing

foreign policy, as well as many of the policies pursued by them. The second is that such groups will
have a constant competitortie President of the Republic, a figure in the political systens

less susceptible to prassfrom interesgroups®(and whogains the most wheoreign policy
contributes to the creation of public goods for the majority of voters).

To understand how this process works, we need to understand how lawmakers and the- Presidency
the two entitieshat have formal authority to design foreign pelaperate in the formulation of

public policies in Brazil. Under what conditions can we expect them to cooperate with interest
groups? What are the incentives that each of these actors will prefer tordheabureaucracies
charged witlexecuting foreign policy? As | nosdxbve, the most direct answer to this question is

that presidents tend to favor themselves more with the production of public goods and efficient
bureaucracies than legislatlus

The main concern of legislators is not to produce policies that benefit the majdatgesign

efficient bureaucracideir main objective is to maintthieir governmenposition&’, be it by re

election to Parliament or, as is customary in Brazil, alternating among Parliament, positions in local
governments and positions in public bureaucracies. In the Brazilian political system, parties with
national program agendas are the exoepind the rule, and individualistic behavior tends to be
rewarded at the time of election because of the open list proportional electoral. syisteis.

conspires to throw legislators into the arms of lobbyists who can help their representatives in
parliament raise thetes and resources to maintain patronateorks in their constituencies or

stand out from the other candidates in a personalist electoral system. Because voters have only a
marginal influence in regards to most complex foreign Ediggs, interest groups tend to
dominate legislators' attention more easily than they can in areas such as education, health, or
monetary policy, which tends to be the focus of everyday attention of the citizenry.

% MOE, Terry M. The Organization of Interests: Incentives and the Internal Dynamics of Interest Groups. The University of
Chicago Press, 1980.

9 WILLIAMSON, Oliver E. Organization Theory: From Chester Barnard to the Present and Beyond. Omfezsity Press,
1995.

9% HOWELL, William G. Relic: How Our Constitution Undermines Effective Governéeaind Why We Need a More

Powerful Presidency. Basic Books, 2016.

9MAYHEW, David R. Congress: The Electoral Connection. Yale University Press, 2004.

9’AMES, Barry.Political Survival Politicians and Public Policy in Latin Americdniversity of California Press, 1987.
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There are, of course, exceptions. Leyislaill occasionally seek to exercise some real control over
foreign policy for personal, electoral, or exogenous reasons,isubh eases qlitical crises or

ambition for majority positions. For example, many legislators representing bander regi
especially in the south of the country, have a direct interest in migration issues and are linked to
Mercosur, which can give them incentives to go against opposing interests. Likewise, during PT
governments, part of the opposition adopted a setre@fyfiopolicy issues as a programmatic
electoral issue so that defending interest groups with opposing positions became electorally costly
for those parties.

In any case, Congress is fertile ground for the kind of initiatives that interest groupghseek. In
Brazilian electoral system, most of the time there are no major individual pressures on legislators to
solve national problems or to act autonomously in the face of lobbying. In general, they are also
ready to give up direct control of bureaucracigaulolic policy initiatives, preferring to exert
indirect influence through the appointment and distribution of positions and favors. The result of all
this is that when designing incentives for bureaucracies, legislators will have little appreciation for
consistency or efficiency, and will be willing, in general, to let interest groups have a strong
ascendency over public service.

The President, however,disferent. His or her popularity derives from being the only politician

who responds directly to teatire national electorate. Small interest groups will have little to offer
electorally to someone who generally needs the support of tens of thousands of voters around the
country to elect and maintain legitimacy. Unlike those in Congress, presaeruaraedle to the

national electorate for major national issues: economy, security, employment, income and everything
else on the agenda. When something goes wrong, presidents generally run a serious risk of taking
some of the blame regarding the elatdoihose who wish to secure a place in history will have to

face and overcome major challenges in Brazilian political life, such as macroeconomic stability and
income inequality.

For interest groups, this presents two challenges. Presidents leach@nkdr&or an interest

group this can pose a real threat to an agenda that privileges a few at the expense of the majority.
Secondly, presidents will prefer bureaucracies with high institutional capacity, preferably if they are
organized centrally anahcbe commanded from the bpwn®®

The tugof-war between presidents on one side and legislators and groups of interest on the other is
a central characteristic of de decisiaking process in presidential democracies. In the United
States, for examplBeter Cowhey shows how the White House tends to deal with the defense
policy as a way to create public assets (security and international influence), while legislators do
manage it as a waydistribute particular assets, especially defense contracts that favor campaigns
donorsandcreate jobs in their electidistricts® One way of balancing the tendency of legislators

BMOE, Terry M.; WILSON, Scott APresiderg and the Politics of Structutaw and Contemporary Problemé. 57, n. 2, p. 4
44,1994,

9COWHEY, Peter F.; MCCUBBINS, Mathe®tructure and Policy in Japan and the United Statesnstitutionalist Approach
Cambridge University Press, 1995.
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to become allied to interest groups may be through programmatichzrtas impose a broad
legislative agenda and constrain the most parochial instincts in the Parliament. In Brazil, this kind of
constraint is more of an exception than a rule, due to the intrinsic characteristics of our election
system.

However, whatare he consequences of this logic for tfF
respond to incentives in different ways. In Brazil, a great part of the public service is marked by the
tendency of the Presidential Palace to distribute Executive spatemn&geanetworks led by

influential politicians, with the goal of building and keeping legislative majorities. In Itamaraty and in
the Armed Forces, for historical reasons, there is a smaller possibility of lateral entrance and
nomination of norcareer pdicians, which therefore create particular dynamics, but does not
necessarily diminish influence interest groups.

In Itamaraty, this influence is many times visible when members of the diplomatic body utilize an
association with senators or regionéitigal leaders to increase their chances of promotion or
clearance for desired offices, offering in return small favors and access to useful information, in a
sort of sponseclient relationshipfaBrazilian politics. The exdpareaucratic priorities are also

clear in budget definitions amdhge negotiations. As in tkast majority of the national
bureaucracies, those that execute external pdigesnfrequently submitted tpopular
accountability. Legislators rarely haterdst in putting on the breaks and the Presidency has no
politic force to do so. The result is that the established bureadbemmgzdves are, for the most
part, free to moveron ntietdhd tohbgierc towne sdo.car eer

The scenarits one of bugaucraciedealing witHoreign policies that are much weaker and more
dependent on politicaloods that what tHaerature tendassumeEven for Itamarat§y sometimes

seen as the example of a Weberian bureaucracy in the Brazibahestasdityis actuallya small

Ministry witha low budget, whicis habituallyefensive and vulnerable to the commands of the
Congress and the Presidential Palace. With bureaucracies and the legislative permeable to interes
groups, when the Exgiove has a specifagenda on foreigmlicies, many times it takes this agenda

to the other ministries, such as the Ministry of Finance. In other times, it executes from the
Presidential Palace itself. Rarely, however, are questions of this nature an ghemigtion&

agenda, and the Presidential Palaeally operates in much the way it does with other areas of
the public service over which it has no direct power: it seekgitbunnecessary conflict or
scandalsesulting from parceling out or inefficient bunedisciesign

Up until now, what we have is a simple model of how presidents, legislators and interest groups in
Brazil involve themselves in public policy in general and external politics in particular. The
implications are obvious: interest groupsewe much higher chances of influencing the decision
making process than the average voter due to the type of political system we have. With that, the
incentives for politics or bureaucrats to dedicate their efforts to create public assets are small. When
this happens, we can expect it to be a refle
which can centralize initiatives to achieve this, removing initiatives from the bureaucracies over
which he has less control.
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In the following sectionsshow empirical evidence that this is a plausible model for thinking about
the functioning of foreign policy in Brazil.

Investment Treaties

The use of external politics as a way to improve the local business environment is increasing
internationalrend. It is not difficult to understand why. In a globalized economy with high mobility

of capital, the flow tends to take financial resources from countries where these are abundant to
those where they are lacking, seeking higher return, as longretsrthisiyay be secured by
domestic legal institutions in the receiving coufftidsveloping countries such as Brazil therefore

have a potential of attracting significant capital, as long as they can solve their domestic institutional
dilemmas.

What maters here is that domestic institutions are the key to success. A country where investments
may be expropriated at any moment, or where necessary rules for business cannot be minimally
guaranteed, will have difficulty attracting external investment itevié@rs others appeals, such as

low domestic prices. In great part, States sign international treaties and deals or become members of
international organi sms e x a® andwasswirg tohinvesttrea g o a |
favorable environmefor business will be guaranteed by the government in functions and by those
who succeed them.

It is easy to understand the reason fortypes of commitment probler. e tnm@agine a simplified

situation, but one that utilizes a relevant logic. A potential international investor, before bringing
capital into a determined country, has a high bargaining power: he can negotiate tax exemptions or
other special conditions, aleapting that if his requests are not accepted, he may simply take the
capital elsewhere. Once the investment is made, however, this negotiation advantagewdisappears
time. Factories and equipment have been bought and installed, workers haveebeandtrain

whole production line established. The investor must accept whatever changes in the agreement the
government might want to impose: new taxes, new conditions or even the expropriation of foreign
capital.

With the gradual increase of the impadaof international capital flows, a system to regulate
matters related to investment protection started to gain force in the late 1980s. The main goal was,
in theory, to solve this dilemma and facilitate cooperation between investors and interested
goverments. For some time, the idea that international investors should not receive different
treatment from national ones prevailed in Latin America and, therefore, the extra protection that
might have been created to solve the problem of temporal incopsitgmernment preferences

1AL FARO, Laura; KALEMLI-OZCAN, Sebnem; VOLOSOVYCH, Vadym. Capital Flows in a Globalized World: The Role of
Pdicies and InstitutionsAvailable at <http://feconweb.umd.edu/~kalemli/nber_bookchapter_feb8 2006.pdicessed on
September 18016.

101 KERNER, Andrew. Why Should | Believe You? The Costs and Consequences of Bilateral Investment|fiteatational
Studies QuarterlyN. 53, p. 73102, 2009.
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described above found great resistance. It is not surprising that the region withessed
nationalizations, significantly increasing the perception of political risk in the region and, at the same
time, the price for attracting estal capital.

After the 1990s, many Latin American countries startedert thigosition. Nearly every country

(except Cuba) adhered to the Multilateral InvestBammtintee Agency (MIGA). Investment
attraction agencies were created and civil sevware trained to deal with the subjesgislation

was approved to decrease the regulatory risk and, consequently, the power of the government to
distort markets.

More specifically in the area of foreign policy, Brazil and other countries in the region have signed a
greatnumber of bilatetanvestment treaties. CarloseS@ives an overview of how Brazil's efforts
compare with those of other emerging countries. Chile, for example, signed 82 of these treaties and
ratified 63 of them. In Argentina, the numbers are 74 and 66 respectively. In Turkey, an impressive
125 and 28n Brazil, 37 and 13. Brazil's performance is not only surprising because of the low
number of agreements of this nature signed, ltkhie bfgh proportion of treaties that have never

been ratifiedThe potential costs of this Byazil in term®f lostforeign investment opportues

are explored in detail by €% What remains to be understood are the reasons for this choice.

A potential explanation is thatnationalist positiorpersists in Brazilian policy #wat such
agreements limit the scope offgrnment action to foster 'national development' as it wishes. In
fact, many of the objections on the subject in Congress were made in the€arngrei® and

Lemos® point to a different direction. These authors note that, in Brazil, legislatieesnitiat
usually need the support of the Executive to pass in the Legislature. But why did the Executive stop
using its broad powers to support treaties its agents signed? After all, the economic growth that
would come with more foreign investment would befioeal tothe presideh as well asnost
legislators, governors and maybings was evempotentiallystronger in the 1990s, when the federal
government and state governmentrsaw majgorivatizations andaturally when most of these
agreements wengsed and sent for ratification.

The rationale is that the meetofgdiffuse interests as in the cadeere- is more difficult than

meeting concentrated interedtds well knownHoweverijt is particularly pronouncetkre Even

in parliaments where interest groups are strong, a reasonable number of such groups can be
expected to be in favor of liberalizing measures and therefore to fight for them. In Brazil, the
legislative influence of governors who need to generatd gmoavijobs in their states would
potentially increase this aspect of legislative behavior. What happens, however, is théhepposite.
Executive as reported by Campello and Lerisghe actor who would have the strength and the
interest to encourage lipges with the potential to generate grostichas attraction of foreign
investment.

02CAMPELLO, Daniella; LEMOS, Leanyhe nonratification of bilateralinvestment treaties in Brazil:a story of conflict in a
land ofcooperationReviewofInternationalPoliticalEconomy. 22, 2015.
103OLSON, MancurA Légica da Acéo Coletiva. Os Beneficios Publicos e Uma Teoria dos Grupos SeBidiBP, 2011.
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However, the tools available to Brazilian presidents baw#oa very high cosireating poor
governanceé® in other areas A congressman is convinced to vote on a proposal, giving him
political appointments in stai@ned enterprises (with wiallown effects). Another is convinced to

do the same by releasing amendments to clientelistic attiVhisssituation makes presidents

quite selective in which battles they choose to fight with their enormous powers of exchanging
opportunities for corruption and patronage for legislative support.

In Congress, the logic is even more conducive to poor governance. Legislators are so easily
persuaded by appeals to maintain sovereignty eimeltoh e  hof gowkesiient not out of
ideological conviction, but because it is profitable for them to represent thtréstsefifrom
monopolies and privileged access to the state.

Public and Private Goods in Defense Policy

Brazilhas the luxury of not basingrigditary commitmentsn external threats from other nations.

The last time the country faced a military invasion by another nation was in 1864, when Paraguay
invaded Mato Gross@learlydefense policy in modern statasnigh more than simply defending

the territory against other nations. Defense spending can be used to project broader foreign policy
interests, to foster technological developmemriainareas, to combat ndraditional threats, and

even as a bargaining chip in domestic potigeaimaking.

Technicdy speaking, a defense policy creatgsbbc good par excellence: security. If in the
Brazilian case there are no clear external thngaitssuesuch as baier protection and domestic
security or even participation in international missions osirdgerpotential areas of action can be
considered.

A detailed analysis of the composition of the Brazilian defense budget is beyond the scope of this
chapter. Wat can be considered is the nature of this: data collected by the Comparative Atlas of
Latin America Defen$& show thatdespite being the country thiz invests the most defense

by far(see chart below), Brazil has one of the highest proportideten$e spendiran salaries

and social security benefits or similar in the region, leaving comparatikeayrifdeinvesments

or other expenses. We spend a great deal on defense, but only a small part of this spending is
directedat missions of national interesipable of generating benefits for all, or solviggnt

problems, such as, for example, the security of Brazil's permeable borders.

4\ ELLO, Eduardo; SPEKTOR, Matias. How to Fix BrafIreaking an Addiction to Bad Governmehtreign Affairs
Sept/Oct 2016.

1°AMES, Barry.Political Survival Politicians and Public Policy in Latin Ameriddniversity of California Press, 1987.

10 REDE DE SEGURIDAD Y DEFENSA DE AMRICA LATINA. Atlas Comparativo de la DefenssmAmérica Latina y en
Caribe: Ediodbn 2014 Available at: <http://www.resdal.org/atla®014.html>>. Accessed on September 2B16.
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Military Expenditures in South American, 1988
2015 (in USD million)
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Regarding the high proportion of expenses tied to salaries and social secusityheerssiite is

well known to experts in the field, who credit the situation teskamgling benefits that cannot

legally be withdrawn. The idea that Brazil has high military expenditures in absolute terms (according
to statisticst is the 11th largest ithe world) is oftewoiced™’ but this isonly an accounting

illusion, andnilitary spending ia factlow in Brazil, although including personnel in these statistics

is the standard used in international rankings. In any case, this reality shovee tbeinsulating

benefits to a class as an important priority in the area.

If the preference for particularistic benefits wereenough the justifications for some of the
investmentgleviate far from th&lea ofcreating public goods. Take, fornegie, the nuclear
submarine project, certainly one of the lahygistechnologynvestmentsnderway irBrazil. It is
part of taditionwithin theBrazilian Armed Force$ decadetong high technology projeckdany
projects such as the parallel nucleeogram that led Brazil to have national uranium pranth
capacity, are seen as triumphstihgé given the country stafeheart technological capability,
although the codtenefitof acquiring suchapabilities is rarely analyzed.

With an estintad cost between 13 and 19 billion reais, the project could give the Navy a
technological capability that only the United States, the United Kingdom, France, China and India

(all nuclear powers) have. The question remains: why are we investing so rjuchantuieng
it?

107 STOCKHOLM INTERNATIONAL PEACE RESEARCH INSTITUTESIPRI MilitaryExpenditureDatabase. Available at:
<https://www.sipri.org/databases/milexxccessed on September 2816
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The ambitiousNational Defense Pléhsays that this investment is necessary as part of the mission
assigned to the Armed Force®df e a  ghargaon ithat Im&ans ensuring that an enemy force can
maintain control of the territorial sea and the exclusive ecarmmeiavithout beig able to
control it completelyThe idea is that a more powerful enemy naval force would think twice before
entering Bazilian waterdue simply to the fact that there mialear submarirstationed there

At the riskof revealing some ignorance abmajor maritime powers with credikddility and
interest ina project of thimature against Brazil, | propose an alternative interpretation to the
National Defense Strateggarding the reasons that|8aazil toendeavors like thenstruction

of a nuclear submarine: by their very nature, projects like this are great seuntseeking
opportunities for interest groups inside and outside the Brazilian state apparatus

Large, politically influential business groupsich as Odebrechthe largest private national
executor of the nuclear submarine prejeenefit from the possibility of large public contracts in
sectors witlittle or no competition, often raising suspicions of illegal c8faufetvor of political
groups.Another mportant effecof this the number of jobs handed to abiedtheir use as a
bargaining chip both in political negotiations and in loyalty games within the bureaucracies involved.
In 2013, for example, the statened company creatéat the nuclear subamine project spent

91% of its budget on salaries and behéfits

This logic may seem odd at first glance. After all, there are far more plausible threats than the arrival
of an enemy navy in the South Atlantic. Brazil, for example, is at the heanterhtteonal arms

trade' with obvious effects on the lives of Braziliafihe word trafficking, in fact, does not

appear in the Strategy either to refer to the problem of weapmiker related issues, such as

drugs.

Conclusion

The aim of this brief essayto present an alternative vision for the decisiaking process of
Brazilian foreign policy. Such a visiaitill very tentativé is based less on tixadely circulated
ideas iracademic circlélsatinstitutions that toucBrazil's international relations are fundamentally
different from the rest of the Brazilian Staitéact, | propose here that they are typical examples of
the type of organizations that the policy of structural choices in Brasilia produces.

198 MINISTERIO DA DEFESA. Estratégia Nacional de Defesaailable at:
<http://www.defesa.gov.br/projetosweb/estrategia/arquivos/estrategia_defesa_nacional_portugdesgeifed on September
18, 2016.

199 |nvestigado, projeto de submarino nuclear traz neuapeitasFolha de S. PaulaJune 13, 2016\vailable at:
<http://www1.folha.uol.com.br/poder/2016/06/1780968estigadeprojetc-de-submarinenucleartraznovassuspeitas.shtml>.
Accessed on September 18, 2016.

%919 da verba de submarino yaira salariasCorreio Popular December 18, 201Bwvailable
at:<http://correio.rac.com.br/_conteudo/2015/12/campinas_e_rmc/4@$ia@Ipagaservidorescomverbade-submarine
nuclear.html>Accessed on September 18, 2016.

11Brasil & protagonista noéfico internacional de arma<Carta Capital.April 6, 2011. Available
at:<http://www.cartacapital.com.br/politica/wakeraierovitcho-brasite-protagonistano-trafico-internacionalde-armas>.
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If this vision is correct, the main consequence is that we should more deeply consider the action of
interest groups inside and outside the State apparatus to explain the Brazilian strategic choices in
foreign policy. Indeed, due to the peculiarities of bureafinationingwithirthe Brazilian State,

thinking about the interest groups that operate withiexecutive bureaucracies andvihethey

interact with the political and economic forces in Brasilia can be illuminating. As analysts of the
political economy of interest groups have already repeated numerous times, the tendency of these
actors igo fight for private interests, andfe proceshindeing creation of projects in the public

interest.
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Global Health Diplomacy

UmbertMignozzetiolda Ph.D frontheUniversityfSadPaulosa Ph.D studett N YU andprofesiof
Internation@klatiorsd FGV.

In the discipline®f economicandinternationapoliticsthereexistsconsensusegardindiow free
movementof goodsand peoplepromotessustainableconomicdevelopmenbf a country.The
movementof goodsincreasesvorker productivity,reducesthe cost of creatingbetter quality
products, and enablesnationsto leveragetheir respectivecomparativeadvantagesin turn,

movemenbf persongpermitsthe transitof ideasandthe promotionof informationon scienceand
technologyHoweverfree movementanhaveseriousmplicationgrom the point of viewof global
health.Tradingcanspreadbathogensind substanceharmfulto humanhealth,aswasthe caseof

merchanshipsesponsibléor spreadinghe BlackPlagueacross€Europein the fourteenthcentury.
Thecirculatiorof peoplehasevenmorepotentiako transmitdiseasegswasthe casewith the AIDS

epidemian the 1980sywhenthe world becamawareof the diseasenly afterit hadspread.

It wasEuropearncolonizatiorthat broughtthe first recordedepidemido Brazil In 1563smallpox
wascarriedover by the Portuguesand wasdirectlyresponsibldor the greatLusitaniarmilitary
advantageverlocaltribes,especiallthe Tupinambasndians who sufferedmajorcasualtiessuch
asthe deathof theirleaderdueto contactwith Frenchsettleran Guanabaral oday,Brazilis at the
epicenteof the Zika virus epidemicpne of the currentmain epidemicslt is not known exactly
howtheviruscameto Brazil.One of thetheoriessuggestthat Zika mighthavearrivedwith African
visitorsduringthe World Cupin 2014.

The reactionof the Brazilianpublic opinionwasasexpecteda strongdemandor nationalpublic
authoritiego takeéefficient actionfor eradicatiorof the diseaseTransnationgbandemicsnakeit

difficult or evenimpossiblgo provideexclusivelyationalresponsesvidencepointsto the need
for an orchestratedesponsemongnationsfor effectivecontrol of endemiadiseass,aswell as
internationatooperatiorto disseminatenformationand practiceghat help nationalauthoritiego

find effectivepublicpolicyresponses.

Thisphenomenoplaceglobalhealthat the centerof Brazil'sforeignpolicyandglobalgovernance
agendadn this chapter] discusBrazilianforeignpolicyin relationto globalhealth.The text is
dividedinto four parts.In thefirst, | presenta historyof Brazil'sinternationapositionson global
healthissuesin the second] discusghe infrastructureavailablen the countryfor international
cooperatiornn theareaof healthcardn thethird part,| addresshe challengeposedby the current
Zika epidemicandthe actionstakenat the nationallevel.Finally,I makerecommendationsased
upon pastexperienceandrecentexperiencesith otherepidemics.

88



Brazil and Global Health

Brazilis a vigorousactorwithin the internationabhgendaUsingwhat Joseph\ye definesas"soft
power,"Brazilhas,in recentdecadegainedyroundin theinternationascenariptakingon arole of
greatrelevancé’ in manyareasof globalgovernancencludinghealth.In this regard Brazil has
playedaleadingolein theinternationaarenan atleastfour situationsdisseminatingestpracties
in relationto combatingHIV/ AIDS, breakingpatentdor antiretrovirablrugs formulatinga global
antismokingpolicy,andformulatinganinternationapublichealthagenda.

Brazilwasthe initial epicenteof HIV infectionsin Latin America.Betweenl982and 1992,the
numberof peopleinfectedtotaled 300,000With the re-democratizatiorf the country public
healthcameinto play and,in 1988,the Unified Health System(SUS)was createdto meetthe
demandsof universalbasichealthcarein the country.In 1996, President~ernandoHenrique
Cardoseenactechlawguaranteeinfgjeeaccesto antiretroviratlrugswhichwereessentidor HIV
control.Alongwith the freesupplyof medicationsextensiveampaigntargetingtrisk groupsand
druguserswverelauncheacrosghe country.The Braziliarexperiencevaswidelycitedassuccessful
by internationahgenciesand disseminatetly the InternationalCenterfor TechnicalCooperation
on HIV/ AIDS. In 2002,the 60Q000case®f AIDS registeredn Brazilwerelessthan half that
predictedby the World Bankfor the sameyear.

In 1996,the Braziliangovernmentalculatedhat universabccessind free accesso antiretroviral
drugswould costthe NationalTreasuryapproximatelfp00million reaisin 2005.In orderto try to
reducethis cost Braziliandiplomacybegarto negotiatavith pharmaceuticabmpaniesesponsible
for the patentsof the medicinesin question,with the aim of lowering prices After lengthy
negdiations,it wasdecidedo breakthe patentsof theselaboratoriesgreatingsomefriction with
the governmentsf developeahationsinternationapatentsverein conflictwith the ideaof public
utility as statedby Brazilianlaw. In most casespnly the announcemendf the intention of the
Braziliangovernmento breakpatentswasenoughto achieveconsiderablerice reductionsWith
this,mostof the countriesegeciallyin Africa,benefitedrom astuteactionby Braziliandiplomacy.
Drug costdell dramaticallyn the yearghatfollowed.

Sincethe earlyl990sseveraimedicabodieshaveshownthe harmcausedby useof tobaccaandits
derivativesin 2003,Brazilsignedthe Agreemenbn TobaccoControl,contraryto the interestsof
the nationaltobaccoindustry.This gaveBrazil credibility'*®* on the globalagendaegardinghe
danger®f cigarettesndderivativesThe initiativedecisivelynarked" the role of Brazilin global
healthgovernanceMorerecentlyBrazilwasoneof the mainparticipantsn the Oslo Declaratiof,

113 EE, Kelley; GOMEZ, EduardBr azi | 6s Ascendance: The Soft EBropeemBusiRessl e of
Review p. 6164, janeirefevereiro de 2011.

13| EE, Kelley; CHAGAS, Luiz Carlos; NOVOTNY, ThomaBrazil and the Framework Convention on Tobacco Control:

Global HealthDiplomacy as Soft PowePLoSMedV. 7, n. 4, abril de 2010.

YFELDBAUM, Harley; LEE, Kelley; MICHAUD, Joshua.Global Health and Foreign Pdiipidemiologic Reviewsd/. 32, n.

1, p. 8292, marco de 2010.

115 AMORIM, Celso; DOUSTEBLAZY, Philippe; WIRAYUDA, Hasan; GAHR STORE, Jonas; GADIO, Cheikh T.;

DLAMINI -ZUMA, Nkosazana; PIBULSONGGRAM, Nitya. Oslo Ministerial Declarafioglobal health: a pressing foreign

policy issue of our timeThe LancetV. 369, n. 9750, p. 1378378, April 2007.

89

Gl



an agreemenbetweeramongcountriesthat placegglobalhealthat the centerof their respective
foreignpolicies.

Theseexperienceshowthat Brazilin recentyeardasorganzeditselfto supportmeaningfuglobal
healthdiplomacy

Currentinfrastructure for global health in Brazil

Although successiv®raziliangovernmentdave investedin infrastructureto handledemands
arisingfrom technicakcooperatiorandinternationahegotiationsn the areaof health,the current

economia@andmanagemenrisishasput the brakeson'*® a portion of the existingnitiatives Three

maininstitutionscanbe highlightedor contributingto the expansiorof the Brazilianglobalhealth

agenda.

First, the BrazilianCooperatiorAgency(ABC) establishedeverahealthcooperatiorprogramsn
recentyearsDespitethe reductionin investmentsnd the lack of emphasi®n programsby the
Dilma governmentmany successfuinitiativeshave beenmaintaned. In particular,the areaof
technicatooperatiorat ABC"'” has had considerableesultsin Haiti"'®, Currently epidemiological
surveillancactionscontinueto beimplementedncludingthosethatcounton the supportof other
countriesanddevelopmennstitutions.

Seconty, the Ministry of Healthhastakenthe leadin numeroushealthprojectsin recentyearsin

2012, for examplethe Ministry signeda partnershipwith the GatesFoundationto improve
scientificand productivecapacityof the vaccinendustry.In partnershipvith the MRE and ABC,
andusingthe knowledgeiccumulately Fiocruz the Ministryof Healthimplementedeveraglobal
healthpolicieswith emphasisn cooperatiompoliciesfor Portuguesspeakingountries™

Finallythe OswaldoCruz Foundation who hasweltknown capacityfor technicalkcooperationn
globalheath,hasrecentyy signedmorethan 600 technicalcooperatiorprojectsworldwide with a
mainfocuson humanresourcesrainingin health. An exampleof the successf this policyis the
caseof the creationof the HumanMilk bankin CapeVerde,whichis associatedith reductionof
the mortalityratein the neonatologgectoiin thatcountryby 4%.

116\VENTURA, Deisy F. L.A Politica Externa de Satde de Dilma Rousseff (28014): Elementos Preliminares para um
Balanco. Instituto de Relag@es Internacionais da Universidade de S&o Paulo.

17 OPES, Aldenizy M. S. A Cooperacao Ssilil na viséo brasileir&evista de Geopoliticd. 5, n. 2, 2014.

18PESSOA, Luisa R.; KASTRUP, Erica; LINGER, Pedro. A translagdo do conhecimento no &mbito da cooperacéo
internacional: a experiéncia da Fiocruz em incorporacado de tecnologias em salde hiiskéai, Ciéncia, Salde
ManguinhosRio de Janeiro, v. 23, n. 2, Apsilune 2016.

119BUSS, Paulo M. Diplomacia da satide e cooperaca®8iubs experiéncias da UNASUL satide e do Plano Estratégico de
Cooperagdo em Salde da Comunidade de Paises de Lingua PortuguesaREGLE)RIio de Janeiro,.4, n.1, p.106118,
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The Zika virus and new challengesin global health for Brazil

The Zika virus represent®ne of the greatespublic healthchallenges Brazil today.Diseases
transmittedby the Aedesegypinosquitocould potentiallyleadto contaminatiorin at least100

countriesaround the world. Accordingto a report by the Centersfor DiseaseControl and

Prevention(CDC), denguewhich is a mosquiterelateddiseasehas 22,000victims worldwide.

Thereforearapidandwellexecutedesponsés essentiab controlthisepidemic.

Theoverallhealthchallengéacedby the countryin relationto Zika hasthreemainaspectsThefirst
concernghe informationtools that areavailabldor the detectionof diseasespready the Aedes
Rapiddetectiorallowshealthteamdo interveneandexterminateliseaseutbreakdeforetheycan
infect a considerabléraction of the population.Suchmeasuresyhentakenpromptly, havethe
advantagef preventinghe spreadf the diseaselhe secondaspecis relatedio the exchangef
experienceand information with nationsthat are also susceptibldo the diseaseNeighboring
countriego the north of Brazilareextremelyulnerableao the spreadof the diseaselueto a hot
andhumid climateandhigh levelsof rainfallthroughoutthe year.In this way,actiors to eradicate
Aedesnfestationin Brazil that do not involve coordinationwith the authoritiesin bordering
countriesvouldbecomeneffectivewithin afew months.

Finally thereis aneedfor technicapartnershipghatencouragéhe trainingof nationalandforeign
health workersto dealwith AedesCooperationagreementsre essentiafor conductingbasic
researclon dengueZika, andChikungunyé#ever,diseasethat havedisplayé significanggrowthin
the lastthreeyears. Not muchis known aboutthe most effectivewaysof implementingoublic
healthpolicieghatgenerat@dighimpactatlow cost.An examplef thisisthatlittle is knownabout
howto encouragandmonitorteamsof healthworkers A study?® donewith nursesn Indiashows
that monitoring systemsoften fail whendemandon professionalss greaterthan their ability to
responceffectively.

Recommendations

In an eraof costcontainmentexemplifiedby the economiccrisisfacedby Brazil,whichinitiatives
can strengthenthe Brazilianposition in global health, maintainingthe balancebetweensocial
demandsindshrinkingoudget8

The answelliesin usingthe componentf globalizatiorthat promote diffusion and accesgo
information at very low cost, startingwith global information systemsBrazilianmedicaldata,
especiallypUSdata(Data SUS)componentshasa doubleadvantagat is pioneeringdueto the
largevolume of information processedn real time, and has proven effectivefunctioningin a
country with so many inequalitiedike Brazil. Theseinformation processingand dissemination
technologiesyhichhavebeenstrengtienedby the Accesdo InformationAct, areinexpensivand
easyto implement.ExtensiveBrazilianknowledgein this areacan be madeavailableto other

12BNERJEE, Abhijit V.; GLENNERSTER, Rachel; DUFLO, Esther.Putting a Baiadon a Corpse: Incentives for Nurses in
the Indian Public Health Care Systdrtur Econ Assoa. 6, n. 23, p. 487500, 2008.
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