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BRAZIL APPROACHING ITS BICENTENNIAL: ECONOMIC CHALLENGES AND OPPORTUNITIES FOR AN EMERGING GLOBAL ACTOR IN A CHANGING WORLD (*)

Dear  Datuk Hamidi Osman, President of the Commonwealth Study Conference Association of Malaysia,

Tan Sri Zaki Azmi, Chief Justice of Malaysia,

Dear Tan Sri Abdul Aziz, who so graciously accepted to chair this Panel,

Ladies  and gentlemen,

Selamat  petang, good afternoon,
Allow me first of all to thank the Board of the Commonwealth Study Conference Association of Malaysia (COSCAM) – and a special word of gratitude is also due to your Ms Rasamalar, whose impeccable and tireless organizational skills tell me much about the very soul of this society - for this opportunity of sharing with you, in such a prestigious venue, a few thoughts.

I have organized them around the approaching 200th anniversary, in 2022, of Brazil’s birth as an independent nation, my country’s challenges and opportunities in the economic field as an increasingly relevant emerging global actor and, last but certainly not the least, the related potential for developing a model partnership in some strategic clusters with Malaysia in the immediate aftermath of its Vision 2020 milestone.                 
To fit the constraints of time and leave enough room for a period of questions and answers with the audience, I will do my best to be succinct in this presentation, making a rather selective choice of what seems for me to be the key topics at stake. From the outset, a candid disclaimer is due: the ideas and opinions that follow encompass the admittedly biased perspective of a Brazilian diplomat who has been posted to Kuala Lumpur since October 2008 only, but whose eyes had first stared at the uniquenesss of the Far Eastern world vision in 1990, when he started in Beijing his previous 3 ½ year tour of duty in Asia.

(*) Notes for a talk by H.E. Sergio Arruda, Ambassador of Brazil in Malaysia, at COSCAM (Commonwealth Study Conference Association of Malaysia), 12.03.2010
Thus taken for granted your kind indulgence for the possible lack of academic orthodoxy of my comments, I will also take comfort on the well-known demoralizing effects that the still unfolding major financial crisis had, as did the Asian and other more regionally centered crises of the 90’s, on the reliability of some respected institutions and experts in our field of work, as a number of their middle and long term forecasts were proved wrong by the unfailing test of time.

These down-to-earth, skeptical provisos notwithstanding, let’s depart from a couple of surveys recently produced by the World Bank and EIU/The Economist Intelligence Unit, widely quoted by the international press, according to which Brazil should rank in the near future – between 2014 (for the World Bank) and 2026 (for the EIU) – as the 5h largest world economy (it is the 8th at present), with a GNP in purchasing power parity terms of USD 5.721 T, ahead of the United Kingdom, France and Italy. 
Both surveys were published late last year, when observers had already agreed that Brazil emerged nearly unscathed from the global crisis, suffering mere two quarters of contraction before bouncing back, with a 1.9% growth as early as in the April/June 2009 period, and well headed for an annual 5% increase in 2010, which is consistent with the sustainable path of expansion achieved in previous years. 
A series of interrelated factors explain the country’s remarkable resilience in the face of the crisis. For the sake of brevity, I will single out the more important of these factors only: 

i. to start with, the sheer size and the ever increasing consumer power of its domestic market - with a 192 million population, 53% of the Brazilians living in the six largest metropolitan areas are now middle class (as compared to 42% in 2002),  and the 12.5 million  poorest families in the country are also much better off, as a result of the Federal Government’s effectively implemented,  internationally acclaimed social programmes (FAO, for instance, attests that the programmes  cost of 1% of the GNP over the last six years relates to a steep decrease, of 73% and 45%, in the Brazilian rates of infantile malnutrition and mortality, respectively); 

ii. Brazil is also relatively insulated from the adverse impact of shrinking international demand for its goods and services, as exports account for only 13% of its GNP and external markets are fairly diversified and balanced regionally (People’s Republic of China having taken the lead as main trade partner in 2009);
iii. besides, net debt is quite manageable, standing at 30% of GNP (“less than half of Britain’s level”, according to an approving quotation of BG Chairman’s Sir Robert Wilson by the Financial Times, in a December 10, 2009, article);

iv. reverting its historical profile of a debtor country, Brazil is now a net global creditor (its international reserves are about to reach the USD 300 B threshold), committed support to IMF at the tune of USB 14 B, in tandem with its 3 partners at the BRIC (Brazil, Russia, India and China) group, and boasts of a very sound financial establishment (no big bank has failed so far in the wake of the global crisis); and

v. since 2007, public investment came to a new height, as Brazil has been pursuing a wide-range,  USD 290 B four-year plan to overcome its effective and/or potential main infrastructural bottlenecks -  better known by its Portuguese acronym PAC (which stands for Programme for the Acceleration of Growth), it encompasses some 100 projects in the areas of energy generation, housing, sewage systems, public transportation, airports, among others.            

Or, as aptly summed up by one leading British paper 3 months ago, and I quote it: “Inflation is under control, previously sky-high interest rates have fallen to real-world levels and revived capital markets are helping to fund investment. Income transfer programmes have brought millions of people into the consumer market. In the thick of the global crisis, the government kept sales moving with tax breaks on cars, household electrical goods and construction materials. Brazil was chosen a year ago to host the 2014 World Coup and, last month, the 2016 Olympic Games, leaving many feeling that, at last, their country’s time has come” (end of quotation).
Ladies and gentlemen,

Except for the opening statement, on my country’s apparently well positioned sprint towards a higher world economic hierarchy in the years to come, and the very short mention in the preceding paragraph to a couple of key international sports events Brazil will be hosting by the middle of the next decade – which, indeed, do carry with them a blending of challenges and opportunities, as our Commonwealth South African and British friends know by now so well, from the similar  commitments for 2010 and 2012 they are about to deliver - , you may rightly wonder why little more has been mentioned so far about my country’s conditions to successfully breach the many hurdles along its road to the 2022 bicentennial celebrations.  
And, even more frustrating, nothing as yet has been said about the present state and likely unfolding in the period of a richer, more comprehensive, better balanced bilateral relationship between Brazil and Malaysia, which by then would definitely have reached the status of middle-class, developed nations.
Addressing the first issue, in order to make shorter what could otherwise become a lengthy explanation, and in addition to the reasons previously mentioned for my country’s relatively smooth sailing amidst the tough seas of the latest global crisis, I hope not to be misunderstood if I encapsule under the fashionable, but yet crucial, logo “sustainable development” the high points Brazil presents for going on acquiring synergy and gaining world competitiveness over time. These assets are basically its leading position in agribusiness, strategic minerals, fossil and renewable energy resources, as well as the large scope and advanced stage of its industrial and services sectors.        
On the sustainability side of the Brazilian national equation, the following facts and figures could probably suffice: 
i. our energy matrix is one of the cleanest in the world, and currently more than 45% of  the demand is met from renewable sources (mostly hydroelectric dams);

ii. Brazil has pioneered since the middle 70’s the large scale use of sugar-cane based ethanol as an additive to gasoline (ethanol is produced in 400 mills around the country, generates 7 M direct and indirect jobs, and will receive some USD 30 B in additional investments up to 2012), adopted from 2003 on the so-called flex-fuel vehicles – ie, with engines running on any mixture of hydrated ethanol and gasoline -, and manufactured up to 2008 more than 7 million of these cars (they make up at present around 30% of the national light vehicle fleet, represent approximately 90% of the new units sold in the country and are expected to number 15 million by 2015);

iii. launched in 2004, in conjunction with related social inclusion and regional development schemes, the Government supported national programme for the production and use of biodiesel reached in 2009 the 3 B liter mark (Brazil was then the world’s 3rd largest producer of biodiesel, behind Germany and the United States) and, with 46 plants operating across the country and a good number more about to be commissioned, allowed the anticipation for the second semester of 2009 of the B5 mixture mandatory goal, originally set for 2013 (biodiesel is comfortably made available nationwide at the 5,500 plus networking of gas service stations operated under the banner of the State-owned Petrobrás Distribuidora, a subsidiary named after its holding corporation, which is the Brazilian equivalent to Malaysia’s Petronas); and
iv. already firmly positioned among the top five major oil companies, Petrobrás is investing USD 174.4 B under its 2009-2013 Business Master Plan, out of which USD 29 B are earmarked for the early development and later commercial exploitation of Brazil’s huge newly found ultra deepwater reserves in the so-called “pre-salt province”, stretching for 1,800 km alongside the eastern and southern Brazilian coast (the country’s oil production, of 2.4 M of barrels per day in 2008, is scheduled to jump to 3.6 M and 5.7 M barrels per day by 2013 and 2020, respectively, transforming Brazil in one of the leading world oil producers and exporters).

In the bilateral front, the abovementioned developments have prompted in recent months a marked renewal of interest by Malaysian and Brazilian corporations in considering more ambitious projects, including much needed research and feasibility studies to back sound future investments or joint undertakings in selected priority areas..     

To put it into perspective, the volume of trade between Brazil and Malaysia has been growing steadily over the last years and approached the USD 2.6 B mark in 2008, ranking 3rd among our ASEAN partners, after Singapore and Thailand. Although Brazil has consistently run a trade deficit with Malaysia, a very concrete possibility exists of a medium term leveling out of the exchanges, at a substantially higher level, based on a single cluster project by one of the largest Brazilian multinational enterprises, the implementation of which would definitely be the catalyst for a dramatic qualitative and quantitative upgrading in the profile of our relationship. 

Despite the fact that some procedural corporate steps from the investor’s side are yet to be taken by the second half of 2010, the Chairman of Vale – the Brazilian based second largest mining corporation in the world – has already announced the company’s preliminary decision to establish an iron ore pellet plant and regional logistic center in Lumut, State of Perak. So far, as it is usual in the business, only the first contracts were signed with local partners for the acquisition of part of the land where the facilities of the deep water port, the pellet plant and the distribution center will be built. Construction works for the megaproject are scheduled to start later in the year and should be completed in 2013. The overall investment foreseen for the undertaking in its first decade is in the vicinity of USD 3 B. And the resulting local, national and regional spin-off effects in terms of job creation and added value exports are really significant, to put it mildly.                


Just to underline the vast potential for strengthening the bilateral cooperation and partnership in the sustainable development broader service sector, may I add that the same Vale, which has a considerable part of its top grade iron ore mining sites in the Amazon region, announced in 2009 a USD 500 M investment in the production of biodiesel out of palm oil in the region, geared to have the engines of its northern railway running on a blend of this renewable fuel in the shortest possible span of time. 

Such a radically green approach by a leading Brazilian multinational corporation about to plant deep roots in Malaysian soil will most likely set the stage for a further considerable expansion in the next decade of my country’s palm oil plantations, to meet the national growing demand for both biodiesel and the extensive line of by-products used in the food and cosmetic industries. And, it goes without saying, Malaysia’s sound technical and entrepreneurial capabilities in this area, as the largest world exporter and second largest producer of palm oil, are bound to pave the way for a number of quite interesting commercial operations in Brazil in the near future, encompassing the broad spectrum of the plantation business itself and related supporting activities.

Within a much shorter time horizon, I dare venturing suggest that some of the Malaysian companies which have large expertise in working abroad in civil engineering and light rapid transportation systems will find themselves competing in an equal footing, possibly in association with  Brazilian counterparts, in a few of the international public tenders recently launched and/or to be open in the coming months for a number of the massive, infrastructural projects to be implemented in Rio and  other Brazilian cities in connection with the 2014 World Cup and 2016  Olympic Games.   

And, as I read the news of the just closed official visit to Malaysia of the royal couple of Norway, and learn about the growing importance of this country as a regional deepwater hub in the years to come, I cannot but think that Petronas and Petrobrás are naturally bound to cooperate much in the development of the Brazilian pre-salt province and elsewhere. 
Not to mention, of course, the huge potential wide open in Brazil for the Malaysian naval industry and other ancillary services of the oil and gas industry, which will require at least another 20 years to be fully realized. Your Singaporean neighbours, by the way, are already firmly established in my country, either as partners (in new joint-ventures created for the local production) or as suppliers of part of the many large, complex, self-contained units required for the grand scale offshore operation about to be undertaken in the ultra deepwater Brazilian oil fields.            
Ladies and gentlemen,

I hope you have by now sufficient food for thought. And, if I may add a most promising regional dimension to these comments, allow me to close with two short notices on the recently engaged institutional dialogue between ASEAN and MERCOSUR, following their first Ministerial Meeting held in Brasília in November 2008:

i.  in the coming months, the excellent relations between Brazil and the member States of ASEAN (there is a Brazilian Embassy in 6 of the group’s 10 capital cities) should be further enhanced, with the appointment of the first Brazilian resident Ambassador to Myanmar; 

ii.  for its side, the Malaysian Ministry of Foreign Affairs issued a press release at the closure of the Brasília Ministerial Meeting, highlighting the priority to be attributed to the establishment of joint ventures in the field of renewable energy between the two regional blocks.

Exchanges of that sort, including previous networking of technical cooperation agreements, are already operational between Brazil, India and South Africa (or IBSA, to use the trio’s increasingly popular English acronym), and other likeminded countries. 
In the case of Malaysia, recently renewed conversations between FELDA and prospective Brazilian partners with a view at discussing a blueprint for a bi-national palm oil plantation and production plant, associated to a state-of-the-art biodiesel facility, fit nicely into this desirable pattern.

On this upbeat note, I come to the end of this presentation. “Inchallah” our common dreams may come true, sooner than later. 

Meanwhile, I look forward to a stimulating session of questions and answers.

Terima kasih, ladies and gentlemen, thank you very much for your valuable time and unlimited patience.      
