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The pace of Brazil’s GDP growth in the first quarter of this year – 1.6% from the previous quarter

and 2.7% from a year earlier – has dispelled all lingering doubts about the continuity and strength of

B r a z i l ’s economic re c o v e r y. In the last quarter of 2003, annualized GDP growth reached 5.9%; if this

y e a r ’s first quarter growth were to continue throughout the year, annual growth would be 6.8%, high-

er than the much celebrated 4.4% annual growth achieved by the US economy in the same quarter.

When commenting on this strong performance, Finance Minister Antonio Palocci did not hold back:

“ I t ’s not enough for the economy to do well this year. We want 10 years of robust growth”. It was a

statement echoing the resolve of President Luiz Inácio Lula da Silva – that 2004 be the first in long his-

toric cycle of strong growth for the Brazilian economy. Lending credence to their aspirations is the fact

that the country has now reported growth for four consecutive quarters.

But are the conditions right for this goal to be achieved? From a macroeconomic point of view the

answer is yes. Brazil posted a primary budget surplus (excluding debt ser-

vicing costs) of R$ 11.9 billion in April, a remarkable result when we con-

sider that the previous re c o rd was in March– R$ 10.28 billion – and that

the surplus in the first four months of 2004 was R$ 32.42 billion, just shy

of the R$32.6 billion agreed with the IMF for the first half of the year. In

other words, Brazil has met its target two months early. 

The results of inflation have also been consistently good: the rate in

the 12-month period ended in May was 5.26%, lower than the inflation

target of 5.5% and very diff e rent from the situation in May 2003, when

annual inflation was an alarming 17.2%.

F u r t h e r m o re, looking at the balance of payments, significant pro g re s s

has been made in the trade balance: in May alone, Brazil posted a sur-

plus of US$3.16 billion, an historic re c o rd for the month, raising the sur-

plus in the first five months of 2004 to US$11.24 billion. In the 12

months to May, Brazilian exports totaled US$79.9 billion, US$28 billion

higher than its imports, both of which are in a phase of expansion.

Analyzing these results, Development, Foreign Trade and Industry

Minister Luiz Fernando Furlan underlined that “in May alone, Brazilian

imports of capital goods increased 20%,” which, he said, was a clear

indication of economic recovery – an indication confirmed by data show-

ing that Brazil’s industrial output rose by no less than 5.8% in the first

quarter of 2004.

The Brazilian economy is entering a phase of sustained
expansion, paving the way for new business and fore i g n
i n v e s t m e n t s
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nies from several countries are embarking on sizable pro-

jects in the country, as the articles on the following pages

i l l u s t r a t e .

Rising exports played a crucial role in the much

acclaimed first quarter GDP growth. As Central Bank of

Brazil Director Afonso Bevilaqua observes, “they have risen

f rom 9% of GDP in 1999 to 15% of GDP now”.  Estimates

put this ratio of exports to GDP at 15.2% next year, taking

into account GDP growth of 3.4% in 2004 and 4% in

2005. 

This year, export revenues are expected to total US$83

billion, 11% more than in 2003 – even if interest rates rise

by 50 basis points in the United States, calculates

t h rough Brazil for nearly three years, ever since business-

men became convinced that the free floating exchange

rate policy adopted in 1999 was here to stay. Exports are

no longer limited to the most economically developed

regions, nor to traditional export sectors. 

The country’s export agenda has been increasing each

year: Brazil has begun to exploit its rich biodiversity more

c o m p e t i t i v e l y, extracting such things as cosmetics and lum-

b e r, which boosted export revenues in 2003 and for which

demand is growing in full swing. Expanding on the back of

the Brazilian fashion industry boom, textile exports totaled

US$1 billion last year, up 40% from 2002.

Besides the big players, small and medium-sized compa-

nies are also starting to sell more of their goods overseas.

Many of these entre p reneurs are from the various develop-

ment centers (or clusters) emerging around Brazil, support-

ed by universities and official organizations, in an experi-

ence similar to Italy’s three or four decades ago.

Meanwhile, Brazil’s leading exporters are incre a s i n g

their exposure on the international market. The best exam-

ple of this is soy producers: last year, with its unrivaled pro-

d u c t i v i t y, Brazil overtook the United States to become the

w o r l d ’s leading exporter of soybeans – shipments totaled

36 million tons and yielded revenues of more than US$8

b i l l i o n .

Brazil also leads the export market in animal pro t e i n ,

with overseas sales of US$4.093 billion in 2003. “If we

continue to push exports, by the end of the Lula adminis-

tration we may be able to overcome the external vulnera-

bility built up over the past two decades,” said former

Finance Minister Antonio Delfim Netto. 

In the beef trade, Brazil’s production stands out for its

hygiene, its productivity and its technology. Considerable

investments, for example, have been made to genetically

i m p rove the domestic cattle herd, which is now the world’s

largest raised for commercial purposes.

Exporting companies have also been largely re s p o n s i b l e

for the still modest but visible recovery on the local market.

B r a z i l ’s  economic

rebound is creating a more

s e c u re climate for invest-

ment. According to est i-

mates from the Institute of

Applied Economic Researc h

( IPEA), the most highly

respected macro e c o n o m i c

analysis insti tute in the

c o u n t r y, the rate of f ixed

investment will  incre a s e

6.2% this year. And, for the

first time since 1997, the

rate of investment is expect-

ed to outstrip GDP gro w t h .

C o n s e q u e n t l y, for the first

time in many years, gross investment as a percentage of

GDP will rise.

With the intention of capitalizing on this situation and

attracting new business and foreign investments, the gov-

e rnment is preparing a series of institutional re f o r m s

g e a red towards cutting the costs of doing business in Brazil

and providing security for investors. Standing out among

these reforms are the following:

■ A new Bankruptcy Law, that will help preserve com-

panies experiencing financial difficulties, in the final stages

of passage through Congre s s ;

■ Gradual reduction and eventual elimination of INSS
social security costs on the payroll for some companies and

the replacement of this source of revenue with value-

added taxes;

■ Simplification of the bureaucratic process f o r

opening and closing companies;

■ Tax relief on investments and purchases of machin-

ery and equipment;

■ A financing program for purchases of capital goods,

called M o d e r m a q, to be implemented by means of a pro-

visional measure, or presidential decre e ;

■ Tax reform with the federalization of ICMS tax ( a

value-added tax levied by state govern m e n t s ) ;

■ G reater agility for decisions on anti-trust issues
and corporate mergers and acquisitions;

■ A new long-term credit system for real estate fi-
n a n c i n g, as an incentive for civil construction. 

The government is also applying other creative initia-

tives to enable the private sector to participate in large

i n f r a s t r u c t u re projects that will help sustain the economic

recovery process. One such an initiative is the Private Public

Partnerships (PPP) project: in its final stages of approval by

lawmakers, the PPP project should help generate invest-

ments to the tune of R$15 billion (around US$ 5 billion)

over the next two years all over Brazil.

This money will be spent principally on infrastructure ,

namely roads, ports and energy, some of the major obsta-

cles to growth that the government is anxious to re m o v e .

In their eagerness to harness the re s o u rces necessary to

establish their ambitious plans in these areas, the states of

São Paulo and Minas Gerais have preempted the federal

g o v e rnment and have already sanctioned their own Private

Public Partnerships laws.

F u r t h e r m o re, the government is working to establish a

legal and institutional framework that will provide a guar-

anteed secure and stable environment for investors. An

overhaul of the country’s regulatory agencies, for the pur-

pose of ensuring the impartiality of its actions, is one such

e x a m p l e .

Big investors, particularly foreigners, have been quick to

react to these signs economic recovery: curre n t l y, compa-
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nication industry’s regulatory agency Anatel connected 19

million new phones and it is expected to connect another

25 million this year.

To ensure the continuity of this new development cycle,

the government aims to provide, from the start, a healthier

competitive environment and to reduce costs for compa-

nies. It is pushing a series of new laws through Congress to

help sustain the re c o v e r y, and it hopes to see them

a p p roved before the end of the year. “Economic studies

have shown that long growth cycles begin with reforms of

this kind,” said Marcos Lisboa, the Finance Ministry’s eco-

nomic policy secre t a r y.

In a recent press conference, President Luiz Inácio Lula

da Silva made clear his personal interest in streamlining the

p ro c e d u re for investing in Brazil. The government – said

the President – is preparing a “data room” with all the

information necessary for businessmen, Brazilian and for-

eign alike, who are interested in investing in the country. 

Instead of tremendous red tape to discover what needs

to be done to open a new business in the country, compa-

nies will find all this information in a single place: “We

need the money, which is why we have to create the facili-

ties,” said President Lula.8

It was the sector that did the most hiring, and also the one

that raised its salary levels the most, to offset the re d u c t i o n

in real wages following the inflation spike in late 2003 and

early 2004.

C o n c e rning the labor market, new jobs have alre a d y

begun to appear. Civil construction, the sector that

employs the most people in Brazil, hired 25,500 new work-

ers in the first quarter. Employment in industry also rose in

the first three months of the year (1% in January, 0.3% in

February and 0.4% in Marc h ) .

The most encouraging news, however, was the cre a t i o n

of 534,900 new formal jobs, concentrated mainly in the

manufacturing industry and in agriculture, transport, com-

munication and commerce. Based on this figure, Minister

of Labor and Employment Ricardo Berzoini estimates that

1.3 million new formal jobs will be created in 2004, twice

as many as last year.

This recovery in salaries and falling inflation is alre a d y

having an impact the domestic market, where consumer

spending rose 1.2% in the first quarter, according to data

f rom the IBGE re s e a rch institute. Retail sales, which have

been declining for the past three years, rose 7.48% during

this period, led by the furn i t u re and domestic appliance

s e c t o r, which reported a 23.78% increase in sales. This is

surprisingly high when compared to the 4.14% sales

g rowth reported by supermarkets, but it can be attributed

to lower interest rates and more readily available financing

for consumers.

“All stores stocking furn i t u re have sold more and con-

tinue to expand. The same can be said for those that sell

cellular telephones,” said Michael Klein, finance dire c t o r

for Casas Bahia, Brazil’s largest chain of furn i t u re and

domestic appliance retail outlets. The company re p o r t e d

sales of more than R$6 billion (nearly US$2 billion) last year.

The size of the Brazilian market for cellular telephones

can be measured by the demand: last year, the telecommu-
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investors and to strengthen re g u l a-

tory governance, to reduce uncer-

tainties. We want to raise our eff i-

ciency and pro d u c t i v i t y, employing

an industrial policy focused on

technological innovation and the

reduction of capital costs in the
c o u n t r y.

S e c o n d l y, we are looking to seal

s t rong bilateral partnerships that

will raise our export potential and

help with the movement of our

agricultural goods. President Lula

recently visited China, where there

is a keen interest in participating in

this effort, including the possibility

of partnerships to finance pro j e c t s

that will alleviate some of our logis-

tical pro b l e m s .

The third approach is to in-
c rease Brazil’s access to other mar-

kets and convey to partners and in-

vestors that the country is moving

t o w a rds competitive integration.

Our trade negotiations remain on

course, still somewhat hampere d

by the conditional and limited ac-

cess to large consumer markets,

but the country is more dedicated

as a member of Mercosur to ex-

p ress its proposals during the multi-

lateral and bilateral negotiations

our trade bloc is engaged in.

B B E – Despite all the commit-

ments made by the government

and the positive appraisal of the

g o v e r n m e n t ’s economic policy,

there is still a certain lack of confi-
dence in Brazil’s capacity to serv i c e

and pay its public debt. How and

when will this lack of confidence

be dispelled?

M i n i s t ro Antônio Palocci –

Confidence in fiscal sustainability

has risen in virtue of the very re s u l t s

of our fiscal policy. Our long term

commitment to balancing the pub-

lic accounts prompted us to raise

the primary surplus target for the

e n t i re period of our administration,

while compliance with these tar-
gets has resulted in greater confi-

dence in our economy and our eco-

nomic policy. What occurred was a
momentary turbulence. 

F i r s t l y, the debt level has been

declining – modestly – since the

last quarter of 2003 as a result of

the high primary surplus achieved

last year (target of 4.25% of GDP

and an actual result of 4.4% of

GDP), the economic recovery (GDP

g rowth of 1.5% in the last quarter

of 2003 compared to the pre v i o u s

quarter with seasonal adjustments,

and growth of 1.6% in the first
quarter of 2004) and a sizable re-

duction in interest  rates ( fro m

26.5% to the current level of 16%

per year).

A quick calculation indicates

that – even if Brazil’s basic intere s t

rate is not reduced any further –

the debt will probably still continue

to fall.  By deducting the pro j e c t e d

inflation rate (6%) from intere s t

rates and GDP growth (3.5%), you

get a real net interest rate of 5.7%

Brazil - A Brand of Excellence –

How do you think Brazil will achieve

high economic growth rates?

M i n i s t ro Antônio Palocci –

The central issue here is persever-

ance. Sticking to the guiding princi-

ples of our economic policy, which

is the investment that our govern-
ment makes in today’s Brazil and

the Brazil of future generations. Se-

curing high growth rates in the

short term is not so difficult; the

p roblem is sustaining these high

rates over several years. This is

what makes the diff e rence for all

countries. 

After leading the world’s eco-

nomic growth in the 1970s, Brazil

in the more recent past has at-

tempted to resolve its growth pro b-
lems with the use of inconsistent

m a c roeconomic policies that have

left in their wake a legacy of high

public debt and have been very

costly to re c t i f y. During these years,

g rowth was volatile and accompa-

nied by high inflation. We lost our

i n t e rnal and external cre d i b i l i t y. 

But we did learn our lesson, and

our message, the fruit of our own

experience, is very simple. Sustain-

able growth re q u i res ‘pre d i c t a b i l i t y ’

for all involved, particularly in-
vestors; in other words, it re q u i re s

m a c roeconomic stability, fiscal re-

s p o n s i b i l i t y, low inflation and solid

f o reign accounts. But this alone is

not enough. We also need to con-

sider microeconomic reforms, as

part of a modern industrial and

technological policy geared to-

w a rds raising pro d u c t i v i t y. More

s p e c i f i c a l l y, we need to facilitate

the investments of entre p re n e u r s

and other players, big or small, in

physical and human capital.

Now that the crisis of 2002 is

behind us, the economic climate in
Brazil is looking brighter. We have

made enormous pro g ress in the bal-

ance of payments – improving the

c u r rent account by 5.5 perc e n t a g e

points of GDP – over the past thre e

years, driven pr incipally  by the

sharp growth in exports. Inflation

has been brought under contro l ,

with consumer price incre a s e s

fa ll ing from 12.5% in 2002 to

5.26% over the 12-month period

ending April this year. Market pro-
jections for inflation at the end of

2004 are around 6%. Interest rates

have been reduced gradually, amid

m o re upbeat expectations and a

g reater stability of the foreign ex-

change rate, which has now re c o v-

e red from its pre-2002 crisis levels. 

We continue to insist on strict

fiscal discipline: the primary budget

surplus in 2003 was 4.34% of GDP,

meet ing the target  of 4.25%

a g reed with the IMF with a com-

fortable margin. Data from the first
quarter of this year show a primary

surplus  of R$20.5 b il l ion, well

above the target of R$14.5 billion

and re p resenting 5.4% of GDP. The

net debt in March fell to 57.4% of

GDP compared to 58.7% in Decem-

ber of 2003. After a tough period

of making adjustments to our econ-

omy in the first half of last year, we

a re growing again at a re s p e c t a b l e

rate: the economy expanded by

1.6% in the first quarter of 2004,

against the last quarter of 2003,

which together with other re c e n t

data makes us confident that we

can keep up this pattern of expan-

sion and grow by 3.5% this year.

B B E – What does Brazil need

from the global market for its eco-

nomic policy to be successful and

to achieve growth?

M i n i s t ro Antônio Palocci –

Brazil is already enjoying exception-

al growth in its exports. The trade

balance ended 2003 with a surplus

of US$ 25 billion and this figure

continues to rise, currently standing

at around R$ 28 billion over the
past 12 months. The current ac-

count re g i s t e red a surplus of 0.8%

of GDP. We have accumulated US$

8.5 billion in foreign currency re-

serves since the start of this admin-

istration, and net reserves now

stand at US$ 25 billion. Our exports

have passed the US$ 80 bill ion

mark and are growing at a phe-

nomenal rate. And our catalogue

of exports is now diversifying away

f rom commodities to include high

a g g regate value products. Not to
mention the overseas success of

our agribusiness and Embraer.

But despite all this, we are still

not satisfied. The government is

working to improve our position in

the global economy, in several areas.

F i r s t l y, we want to ra ise our

competitiveness. We are forging

ahead with a series of reforms to

cut costs for both local and fore i g n

Growth requires fiscal discipline
Finance Minister Antônio Palocci explains how sustainable economic
g rowth depends on the adoption of strict macroeconomic policies

Finance Minister Antonio Palocci: “Solid fundamentals to sustain development.”
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on the debt (58% of GDP in De-

c e m b e r, minus four perc e n t a g e

points for  the monetary base,

equals 54% of GDP). There f o re ,

the cost of interest rates (pro v i d e d
the basic lending rate remains un-

changed) would be around 3.1%

of GDP (5.7% x 54%). Given that

the primary surplus of 4.25% more

than covers this cost, the debt

would be reduced by 1.1% of GDP.

Why should a country with such a

dynamic debt inspire such lack of

c o n f i d e n c e ?

Brazil did not default when its

e x t e rnal financing was cut by US$

28 billion in 2002. Now that we
have a current account surplus of

1% of GDP, exports growing at

20% per year for eight consecutive

quarters, a pattern of GDP gro w t h ,

annual inflation falling from 17% a

year ago to 9.3% in 2003 and

5.3% in April 2004, why, in today’s

world, would this not be consid-

e red the way forward ?

B B E – Can an economic policy

consistent with the principles of

m o n e t a ry and fiscal stabil ity be
maintained even in this unsettled

political climate in which the govern-

ment is criticized by its own allies?

M i n i s t ro Antônio Palocci –

Heated debate is part of our tradi-
tion, like many other countries, pri-

marily Latin countries. Consider

France, Italy and Spain, where gov-

e rnment pol icy i s  permanently

questioned. When Mitterrand was

p resident, his political allies staged

demonstrations against his adminis-

tration. We are in the habit – and

we think this is healthy – of dis-

cussing our economic policy demo-

cratically and intensely. Occasionally

we disagree. But the govern m e n t

always discusses its proposals ex-
t remely transparently with all cir-

cles. And this debate has pro m p t e d

a broader consensus about the re l-

evance of the various aspects of

our economic policy, such as long

term fiscal adjustment.

Despite these cr iticisms, we

think there is a much stronger com-

mon vision today than just a few

years ago. It was very important for

Brazil to illustrate that the political

handover did not result in any of
the catastrophes that some had en-

visioned. The same thing occurre d

in South Africa, in its 1994-1996

transition. The analysts pre d i c t e d

chaos, but nothing happened. And

South Africa also had to deal with

harsh criticism of the Pre s i d e n t

Mandela govern m e n t ’s fiscal re-

sponsibility policy. To d a y, I believe

t h e re is a degree of understanding

about our general direction: com-

bine responsible long term macro-

economic policies that produce sta-

bility and growth with modern mi-

c roeconomic policies that encour-
age enterprising individuals, whilst

also providing a safety net for

B r a z i l ’s ‘most vulnerable’ gro u p s .

O b v i o u s l y, this is no easy task, but

it is entirely possible and it is exact-

ly what we are trying to do.

B B E – What is the risk of the

political and social agitation caused

by the MST and other similar move-

ments from derailing the govern-

m e n t ’s economic policy?
M i n i s t ro Antônio Palocci – I

w o u l d n ’t describe this as “agita-

tion”. There are many ways of ex-

p ressing social demands, and some

isolated cases pass beyond the

boundar ies of  the law – they

should be held accountable, and

this is falls into the realm of the ju-

d i c i a r y. I believe that these social

demands will pro g ressively be re-

solved, with more growth in em-

ployment and income, and also

with improvements in our social
spending, which will gain more di-

rection, or be more “focused”, as

our experts like to say.

I’d like to follow this up by illus-

trating why responsible fiscal policy

and pro g ress in the social area are

not incompatible. While it was

working to overcome the crisis in

2002, the government fully ac-

knowledged the problematic social

situation it had inherited, and Pre s i-

dent Lula directly addressed its
harshest aspects. This is how we

established the Zero Hunger (F o m e

Z e r o) program, which is geared to-

w a rds providing the basic needs of

B r a z i l ’s most vulnerable gro u p s ,

while also stimulating growth and

development. At no point did we

lose sight of the fact that one of

our economic policy goals, to be

achieved by bolstering sustainable

g rowth,  was the reduction of

poverty and inequality. 

For an example, within our fiscal

p rogram, our policy is also de-

signed to be more selective and
flexible when it comes to allocating

re s o u rces. How are our efforts on

this front pro g ressing? Wo r k i n g

within the spending limits of our

fiscal program, we are attempting

to improve the efficiency of our so-

cial spending by evaluating, unify-

ing and focalizing social policies

and programs. The govern m e n t ’s

social spending in 2003 was R$

232 billion, equivalent to 15% of

G D P. The costs of our public pen-
sion system amounted to 68% of

this total. As we well know, to help

balance our public pension ac-

counts, the government imple-

mented in 2003 the first stage of a

series of important reforms (raising

minimum re t i rement ages, intro-

ducing new pension contributions

for re t i rees and also establishing

m o re realistic maximum pensions).

It is hoped that these re f i n e m e n t s

will prompt a saving of 0.5% of
GDP per year in the pension sys-

t e m ’s deficit. Apart from taking this

fundamental step, from 2002 to

2003 the government a lso in-

c reased the percentage of its

spending on welfare from 5.7% to

6.2%. This increase – made within

the confines of an austere fiscal

p rogram – was possible mainly due

to increased spending on income

transfer programs for poor families,

combined today in the B o l s a - F a m i l-
i a p rogram. Naturally, these are

complex issues that re q u i re the in-

volvement of several agencies and

ministries, including Patrus Ana-

nias, Minister of Social Develop-

ment and Hunger Alleviation. Fro m

a macroeconomic financing point

of view, we are concerning our-

selves with studying the best way

of distributing the re s o u rces that

a re available in our budget.

It is a complex issue that re-
volves around assessing the eff i-

ciency of various plans and altern a-

tives that could be employed in so-

cial programs, by gauging the fiscal

implications of each one. A de-

tailed analysis is re q u i red, using

m i c ro-data from our re s e a rch on

households in order to establish

what form of action will benefit the

largest number of poor families

(many of which are not a part of

the formal sector of the economy
and, there f o re, would not benefit

d i rectly from the first two forms of

actions) whilst also having the low-

est costs possible within our bud-

get limitations.

The Brazilian economy is expected to grow 3.5% this year
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ing the efficiency of the pro d u c t i v e

s t r u c t u re, increasing the innovative

capacity of Brazilian companies and

expanding exports, PITCE is the basis

for a fuller insertion of the country in

the international trade area. We plan

to stimulate sectors where Brazil has

a greater capacity or where it needs

to develop competitive advantages,

t h e reby paving the way to include

the most dynamic sectors in interna-

tional trade flows. 

BBE – What must Brazil obtain in

the foreign trade area in order for

the development policy to be suc-

cessful and the growth target at-

tained?

Minister Luiz Fernando Furlan

– Actions in this area are aimed at

the sustained growth of fore i g n

sales and an expansion of the ex-

port base through incorporating

new products, companies and mar-

kets. This includes: support for ex-

ports with financing, simplification

of pro c e d u res and tax breaks; sales

p romotion and a procuring new

markets; encouraging the cre a t i o n

of distribution centers for Brazilian

companies abroad, and their inter-

nationalization; support for inser-

tion into internat ional  supply

chains; and support for consolidat-

ing an image of Brazil and Brazilian

trademarks overseas. Also, there is

the govern m e n t ’s continuing eff o r t

to increase the participation of

small and mid-sized companies in

f o reign trade by de-bure a u c r a t i z i n g

Brazil - A Brand of Excellence –

What are the Development Min-

i s t ry ’s basic strategies for fostering

the prolonged high economic

growth rates that President Luiz Iná-

cio Lula da Silva so desires? 

Minister Luiz Fernando Furlan

– The federal government has been

implementing a series of actions

with this in mind. At the Ministry we

have concentrated our efforts on

p romoting economic growth, in-

c reasing exports and aggre g a t i n g

g reater value to the products we

sell. With the launching of an Indus-

trial, Technological and Fore i g n

Trade Policy (PITCE), the government

hopes to resume development based

on sustainable economic gro w t h ,

with a consequent improvement in

w e l f a re and income distribution for

the population. Focused on impro v-

Greater focus on exports
In an interview with Brasil - A Brand of Excellence, the Minister of Development,
Industry and Foreign Trade, Luiz Fernando Furlan, highlights current strategies
for increasing the country’s presence in the international market

Minister of Development, Industry and Trade, Luiz Fernando Furlan: efforts to broaden
export base
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I n f r a s t r u c t u re is one of Brazil’s in-

vestment attractions, especially in

view of the country’s promise of a

steady resumption of economic

g rowth. Government technical ex-

perts feel the transport sector is

strategically important within that

context; they have already outlined

what the country needs to support

economic growth.  

Booz-Allen, Bechtel, and the

ABN Amro Bank congregated in a

i n t e rnational consortium and con-

tracted by the Federal Govern m e n t ,

found no less than 385 priority in-

f r a s t r u c t u re works needed in various

regions of the country; a fair share

of them are in the transport are a .

The works call for total investments

in the range of US$ 228 billion.

Brazil is a country with continen-

tal dimensions and needs invest-

ments to shorten the distances be-

tween production and consumer

poles, as well as to upgrade the eff i-

ciency of raw material and end

p roduct transport. Governments, in-

t e rnational financing agencies, and

private international companies are

investing heavily in Brazil’s infra-

s t r u c t u re. The China Intern a t i o n a l

Trust and Investment Corporation,

for example, is planning to invest

close to US$ 4 billion in logistics

p ro j e c t s .

The investments will be chan-

neled to ease production and ship-

ment of Brazilian goods that China

imports on a large scale, such as

soybeans, iron ore and steel pro d-

ucts. Finishing the North-South rail-

On the path to development

way and updating the ports  of

Itaqui (Maranhão) and Santos (São

Paulo) are among the planned in-

vestments. 

Private enterprise is actively in-

volved in the process. Companhia

Vale do Rio Doce, a Brazilian corpo-

ration that is among the world’s

largest mining companies, and the

Chinese Shanghai Baosteel formed

a joint venture to develop an iro n

and steel foundry pole in Sao Luiz,

Maranhão, in the north of Brazil,

and build cargo ships to transport

m i n e r a l s .

Another Asian country, Japan,

also has its eyes on the logistics

p rojects. The trade mission to Japan

led by the São Paulo State Federa-

tion of Industries (FIESP) in June this

year is bringing back infrastructure

Highway, railway, and waterway expansion, as well as plans to upgrade
ports and airports attract international investors
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rected towards that area. New mar-

kets are also conquered by develop-

ing new products and technologies.

The diversity of Brazil’s roster of ex-

ports, as well as their destination, is

fundamental for consolidating our

trade balance. 

BBE – Do you agree making the

United States the priority market for

Brazilian products? 

Minister Luiz Fernando Furlan – The

US is, without a doubt, our tradition-

al partner, different and very impor-

tant to Brazil. We see the US as a

strategic ally and are focusing our

e fforts on deepening this re l a t i o n-

ship through an FTAA agre e m e n t

that is conducive to the develop-

ment of the region as a whole. At

the same time, Brazil is looking to di-

versify its trading partners. Today the

E u ropean Union is as important a

destination as the US in terms of val -

ues exported. China, India, Russia,

South Africa and Mexico, among

other countries, are also top priori-

ties.

B B E – Do you believe in an ex-

pansion of US direct investment in

Brazil? In which sectors would you

the export process, providing access

to competitive financing and dis-

seminating an exporting culture

t h rough Foreign Trade Encounters

(Encomex) and training for local en-

t re p reneurs. 

B B E – In which sectors do you

believe Brazilian exports can achieve

better performance in global mar-

kets?

Minister Luiz Fernando Furlan

– The agribusiness, steel, automotive

and aviation sectors, among others,

which are traditional and recognized

i n t e rn a t i o n a l l y. In addition, the

Brazilian government is prioritizing

development of the pharmaco, soft-

w a re, electro e l e c t ronic and capital

goods sectors, since they include

products with high aggregated value

and enormous productive potential. 

B B E – Of these markets, which

would you emphasize as the most

important for greater exports? 

Minister Luiz Fernando Furlan

– Good export performance is based

on all sectors and productive chains.

Even when a particular sector stands

out, it does not mean that all of our

attention should be exclusively di-

prefer to see this growth?

Minister Luiz Fernando Furlan

– International investments incre a s e

to the extent that an environment is

stable, secure and rich in opportuni-

ties. International credibility is con-

q u e red with clear rules, a stable

m a c roeconomic environment and

solid policies. Brazil has been moving

in that direction and certainly in-

vestors are acquiring this perception.

Large-scale direct investments re-

q u i re a certain maturation period.

Major decisions are only made after

meticulous analysis and confidence

in the internal and international sce-

nario. Brazil’s vulnerability has de-

creased drastically and the domestic

environment is becoming increasing-

ly attractive, with big opportunities

for foreign investments in infrastruc-

ture. In this sense, the US has an in-

dispensable role. It is important to

note that the country has been the

biggest foreign investor in Brazil for

a long time. 

BBE – Which directives of the In-

dustrial Policy do you consider most

attractive to US capital?

Minister Luiz Fernando Furlan

– The PITCE guidelines are focused

on four sectors: semiconductors,

s o f t w a re, pharmacos and medica-

tion and capital goods. But the Poli-

cy is not an isolated plan. It is part of

a set of actions. All these sectors are

attractive, including the services sec-

tor, where the US economy concen-

trates a large part of its GDP. This is

another promising segment where

American investments should in-

c rease significantly. Brazil certainly

has an interest in a partnership of

this sort since it needs to incre a s e

the share of services in its GDP. An-

other field that will certainly be of

major importance is the local pro-

duction policy for pharmacos. 

Imigrantes Freeway in São Paulo: concessions attract foreign investment

Brazilian exports should close out the year at a record US$ 86.5 billion
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The recent upswing enjoyed by

various sectors of Brazil’s heavy in-

d u s t r y, namely steel, mining, oil and

gas, and also the rebounding local

shipbuilding industry, has instilled a

renewed vigor in the machinery and

capital goods industry. What’s more ,

this resuscitation has not gone un-

noticed by foreign investors.

Estimates from the eco-

nomic unit of the Ministry

of Development, Tr a d e

and Industry (MDIC) show

that the capital goods in-

dustry will invest US$ 2.6

billion in 2004; the majori-

ty to be spent by fore i g n

companies, primar i ly

multinational corporations

a l ready estab lished in

Brazil. Meanwhile, new

global players in the sector

a re also looking to capital-

ize  on the growth in

B r a z i l .

Further appeal for in-

vestors is the government’s

newfound readiness to

p romote growth in the

c o u n t r y ’s machinery industry, which

is already one of the most sophisti-

cated in the developing world. One

of the government’s most important

initiatives is the Industrial Modern-

ization Program (Modermaq), which

will provide financing of R$2.5 bil-

lion for companies to buy machines

and industrial equipment.

This area, together with the agri-

cultural machinery industry, was re-

sponsible for the majority of the

R$4.2 billion invested in machinery

and technology by the sector in

2003. For this year, the Brazilian

Machinery and Equipment Industry

Association (Abimaq) forecasts total

investments in machinery pro d u c-

tion to be even gre a t e r. “The figure

will easily reach R$ 6 billion,” said

Luis Carlos Delben Leite, the pre s i-

Renewed vigor H y d ro Power, another German giant

installed in Brazil, has won a con-

tract from the Chinese govern m e n t

to produce the turbines for the mas-

sive Three Gorges project – the

w o r l d ’s largest hydroelectric dam.

The successful marriage in Brazil

between the petroleum and ship-

building industries is also attracting

f o reign companies to the country.

Brasfels, for example, a joint venture

between Singapore ’s Fels and

B r a z i l ’s Setal, has sealed an US$ 800

million contract to construct 80% of

the new P-51 oil platform for Brazil-

ian oil giant Petro b r a s .

Other leading international play-

ers in the industry, such as Norway’s

Aker and Singapore ’s Jurong, have

also acquired Brazilian shipyards to

To keep up with the expansion in heavy industry,
the capital goods sector is planning to invest 
US$ 2.6 billion this year

related business dea ls  tota ling

a round US$ 1 billion, like the fi-

nancing to build the São Paulo sub-

w a y ’s line 4 and a sanitation pro j e c t

for the Santos re g i o n .

Japan sank US$ 5.1 billion in

Brazil and is the seventh largest for-

eign investor in the country today.

The Tietê River cleanup is the largest

p roject Japan has invested in; 60%

of the total project cost, or ¥49.4

bil l ion,  wil l  go towards it. The

Japanese also loaned US$ 240 mil-

lion to recover the Fernão Dias high-

way that links São Paulo to Belo

Horizonte. 

The Spanish have been multiply-

ing their business ventures in Brazil

– from banking and telephony to

i ron and steel foundries (Spain’s

Sidenor recently took over the Aços

Vi l l a res company), and want to join

in the game. 

S p a i n ’s Development Ministry in-

Private Partnerships format was set

up, laying down the rules govern i n g

private enterprise participation in

public pro j e c t s .

“The truth is that the govern-

ment will not be able to carry out

a ll  the works that the country

needs without private capital,” said

Transport Minister Alfredo Nasci-

mento. The system foresees that

the companies will supply all the

funds and in re t u rn they will exploit

the business for a pre - d e t e r m i n e d

period of time.  The state is still re-

sponsible for determining what

works are essential.

A fund backed by Federal Gov-

e rnment receivables and monies

f rom international organisms will

e n s u re payment of the concession

fees, which will also receive priority

t reatment in the country’s annual

budget. São Paulo and Minas Gerais

states adopted the system, with

slight variations.

The task is enormous – but it

may create a fantastic market for

f o reign capital. A mere 10% of the

c o u n t r y ’s 1.6 million kilometer high-

way network is paved. No less than

47% of federal highways (58 % are

paved) need investments. 

B r a z i l ’s 28,700-kilometer railway

network, on the other hand, is small

to accommodate the country’s

needs.  The Federal Govern m e n t ’s

National Revitalization Plan is updat-

ing and expanding the system, how-

e v e r,  and r ippling an effect on

B r a z i l ’s railway equipment industry.

“ We will deliver 14,038 railway cars

by 2006,” said Luis Cesário Silveira,

the Brazilian Railway Industry Asso-

ciation (Abifer) pre s i d e n t .

Some major Brazilian companies

may complement foreign invest-

ments. Caramuru Alimentos, for ex-

ample, the country’s largest domes-

tic grain pro c e s s o r, invested US$ 10

million in the purchase of 10 rail-

way engines imported from the

United States and 300 grain trans-

port cars to move the soybean har-

vest from the Midwest to the port

of Santos. 

E n t re p reneurs are enthusiastic

about participating in the eff o r t s .

“Companies will tend to participate

in projects that are tailored to their

operations,” said Omar Silva Jr., the

Cargo Transport Users National As-

sociation (ANUT) president; Silva is

also president of São Paulo steel mill

Cosipa, one of Brazil’s largest iro n

and steel foundries. 

vested close to € 300,000 in May

this year to develop an economic

feasibility study for a railway line to

link the Campinas technology pole

to metropolitan São Paulo, 100 kilo-

meters away. The project will link

Cumbica airport in Greater São

P a u l o ’s Guarulhos, to the Vi r a c o p o s

airport, which is the country’s fore-

most air cargo terminal. The railway

line cost estimate is between US$

600 and US$ 700 million. 

The government, on the other

hand, is seeking to ease and en-

hance the attractions of investing in

Brazil. The most recent step in that

d i rection was taken when the Public

dent of the association.

Much of the attention of capital

goods manufacturers is focused on

the steel industry. According to the

Brazilian Steel Institute (IBS), the

c o u n t r y ’s 15 steelmakers plan to in-

vest US$ 4.1 billion by 2007 to in-

c rease production. Brazil’s new ex-

porting drive is leading some multi-

nationals to operate directly on the

overseas market. Voith Siemens

build oil platforms and ships in the

c o u n t r y.

In the mining industry, besides

the various contracts already signed

with Chinese companies, Compan-

hia Vale do Rio Doce (CVRD) has

sealed a partnership with India’s In-

dian Railway Construction for the

exploration, initial processing and

transportation of coal in Mozam-

b i q u e .

Increased auto production boosts capital goods sector

Modernization of the freeway network
and the port system creates new business
opportunities



B B E – How much external invest-
ment does Brazil need in order to
achieve the desired growth?

Minister Guido Mantega – We
expect around US$ 12 billion to US$
13 billion in foreign capital invest-
ments in the country in 2004.  This
estimate takes into account the cur-
rent instability on international mar-
kets, which could create a certain
d e g ree of reluctance on the part of
investors. 

B B E – In your opinion, what are
the main areas that could attract
these investors?  And in which will
the PPP work better and be most ef-
f e c t i v e ?

Minister Guido Mantega – We

a re interested in foreign capital in
the power sector, in the generation,
c o m m e rcialization and distribution
of electricity.  

T h e re is also interest in the trans-
mission sector.  Another area of in-
t e rest is railway transport.  That is
the case, for example, with the Chi-
nese interested in securing the sup-
ply of basic inputs such as soy, iro n
o re and others.  Because of these
needs, the Chinese are showing a
particular interest in railway pro j e c t s
like the Norte-Sul and Tr a n s n o rd e s t i-
na (North-South and Tr a n s n o r t h-
e a s t e rn) railways.  

B B E – Do you believe US invest-
ments (both direct and productive)

will grow?  If so, in which sectors
would you prefer to see this
g r o w t h ?

Minister Guido Mantega – I
believe that there is a tendency to
continue investment in the sectors
w h e re the US has tradi tiona lly
placed its capital.  Such is the case
with the automotive sector, where
US investments have been heavy.  I
believe that they could increase in-
vestments in the telecommunica-
tions sector, which is very pro m i s i n g ,
and throughout the infrastructure
sectors I’ve already mentioned.
American companies have a very
small share, which, in my opinion,
could increase in the infrastructure
s e c t o r. 23

Brazil - A Brand of Excellence –

What are the Planning, Budget and
Management Ministry ’s main strate-

gies for achieving the high long-

term economic growth rates that

President Lula so desires?
Minister Guido Mantega – In

o rder for Brazil to achieve sustain-
able growth, we must create condi-
tions to increase the volume of in-
vestment in the country, especially
in infrastructure.  I would say that
t o d a y, this is the key to sustained
g rowth.  For the long-term, the
Ministry of Planning elaborated the
Multi-annual Plan 2004-2007, now
awaiting Congressional appro v a l ,
which outlines the projects in need
of implementation for Brazil.  It in-
cludes ro a d w a y, railway and port
p rojects as well as other investments
in electrical energy, natural gas, san-
itation and housing.

To this end, the Ministry of Plan-
ning submitted to Congress a draft
bill on Public-Private Partnerships
(PPP), which is now in the final
phase of approval.  This law pro j e c t
will allow us to make private invest-
ment in areas previously re s t r i c t e d
to the public sector feasible.  

B B E – What is the outline of this
new model?

M i n i s t ro Guido Mantega – Ac-
t u a l l y, it will be a joint operation
w h e re the public sector indicates
which projects shall be undertaken,
the main public works—this  is
w h e re the long term vision, the
planning aspect of the Multi-annual

Plan comes in—guaranteeing re-
t u rns [on investment] to the private
sector for the projects being imple-
mented.  In short, the draft bill will
allow investments to be shifted the
private sector, but under the gov-
e rn m e n t ’s orientation.  

B B E – Will it be possible obtain
growth and meet inflation targets,
without tolerating even the mini-
mum variations envisaged in the in-
flation targeting system?

Minister Guido Mantega –
One thing is clear: there is no con-
tradiction between economic
g rowth and stability.  This was a
myth that was easily sold in the
past—conservatives always under-
stood economic growth to be a
generating factor for inflation.  It’s a
myth that should be done away
with.  With Brazil’s potential, it is
possible to maintain control over in-
flation, maintain stability, and at the
same time have vigorous and ex-
p ressive rates of growth.  That’s why
it is very important for us to look at
the long term and eliminate bottle-
necks.  I know that higher growth, a
GDP over 4%, is perfectly possible
without inflation. 

B B E – Which Multi-annual Plan
priorities seem to be the most rele-
vant for Brazil’s economic growth?

Minister Guido Mantega – The
Multi-annual Plan has two orders of
priority:  social and economic.  Fro m
the social side, I would like to high-
light income transferral pro g r a m s

such as Bolsa-Família (Family Grant),
which aims to reduce or eradicate
the endemic poverty in the country
t o d a y.  Practically every needy family
will be able to benefit from this pro-
gram.  On the other hand, the
Multi-annual also has a set of infra-
s t r u c t u re projects.  Many have to do
with transportation, from the re c u-
peration of Brazil’s highway system
to the modernization of ports and
airports.  Aside from these fro n t s ,
the Plan also addresses areas such
as sanitation, for which US$5 billion
in investments are programmed in
2004 alone.

B B E – What are the other action
f r o n t s ?

Minister Guido Mantega – The
housing program, which envisages
the construction of 580,000 new
homes in 2004 and, in parallel, will
revitalize the civil construction sec-
t o r, the sector most responsible for
the gross fixed capital formation.
Besides this, the Plan envisages an
ambitious investment program in
the petrochemical area:  incre a s e d
exploration of petroleum, natural
gas and electric energy.  In terms of
p e t roleum, we should achieve self-
s u fficiency in 2006 along with in-
c reased refining capacity.  In addi-
tion:  today, Brazil boasts 17 hydro-
electric plants under construction,
and the installation of over 12,000
kilometers of transmission lines con-
necting Brazil’s North-South and
E a s t - West,  which will increase the
electric power supply. 22

Multi-annual Plan leverage
development
The new investment model, Public Private Partnerships (PPP) cre a t e s
substantial business opportunities, says Minister of Planning, Budget and
Management, Guido Mantega

Planning Minister
Guido Mantega:
“Infrastructure is
the key to 
sustainable
growth.”



enormous significance because these
a re the companies that create more
jobs. “Because they are exporters,
they not only offer more employ-
ment opportunities, but also pay bet-
ter salaries.”

In addition to the re s o u rces pro-
vided by the National Treasury to
boost exports, the BB also raises
funds to invest towards fomenting
f o reign trade. The executive manager
of Client Management and the
I n t e rnational Capital Market,
E d u a rdo Nascimento, explains that
the institution has three large sourc e s
of capital for the foreign market:
individuals and companies, interbank
operations and the capital market.

In 2003, the volume raised
t h rough bond issues on the intern a-
tional capital market stood at
a p p roximately US$ 23.6 billion and 1
billion euros. The issues in which the
BB participated totaled US$ 2.6 bil-
lion and 150 million euros. “These
re s o u rces, which can be used by the
bank in any commercial activity, has
aided tremendously to stimulate for-
eign trade operations,” highlighted
N a s c i m e n t o .

The BB not only carries out stan- 27

“ We are the  country’s fore i g n
trade bank.” These are the word s
used by Augusto Braúna Pinheiro ,
the director of Banco do Brasi l’s
I n t e rnational Division, to define the
i n s t i t u t i o n ’s operation in the inter-
mediation of Brazilian foreign trade
deals. And the numbers speak for
themselves: in 2003, BB’s participa-
tion in the export market stood at
roughly 30%, against 23.15% in
2002. “We are increasing our share
of the export market and helping
the government with its policy to
boost foreign sales,” affirms the BB
executive.

The foreign exchange market
encompasses all of the conversions
carried out via the Advance on
Export Contracts (ACC),  Advance on
Exchange Contracts (ACE), or a sim-
ple foreign exchange purchase to
make the foreign sale viable. The
ACC modality is destined for pre -
shipment of the product, while the
ACE deals with post-shipment opera-
tions. In 2003, the total volume of
operations closed by Banco do
Brasil—new contracted ACC and
ACE transactions—reached US$ 7.6
billion, a growth of nearly 38% com-
p a red to 2002, when this figure
stood at US$ 5.5 billion.

“ We are talking about a re c o rd -
b reaking figure,” highlighted Braúna,
recalling that the bank broke another
re c o rd in December 2003, when new
ACC/ACE operations reached US$
769 million. 

Another important credit mecha-
nism at BB is the export financing
p rogram Proex, which covers over
90% of the products listed in  Brazil’s
export ro s t e r. Proex finances pro j e c t s ,
consulting services, turn-key mount-

ed packages, film production, soft-
w a re, f ranchises and tourism.
“ B a s i c a l l y, practically the only items
excluded from the program are com-
modities,” stated the manager of the
P roex Division at Banco do Brasil,
F e rnando Magno.

Managed by the BB under the
terms of a financial agent, Proex uti-
lizes budgetary funds from the feder-
al government. This year, the federal
g o v e rn m e n t ’s budget forecasts R$
2.4 billion for operations under the
p rogram, informed Magno. Ta r g e t e d
t o w a rds the sale of local goods and
services abroad, the costs are those
practiced on the international mar-
ket. This credit mechanism is off e re d
in two modalities: Pro e x - f i n a n c i n g —
that is used most by micro, small and
mid-sized companies—and Pro e x -
equalization of rates.

“Last year, Proex made viable US$
4.4 bil l ion in exports,” re c a l l e d
Magno. According to the executive,
US$ 571 mil lion was released to
exporters operating in 87 countries.
Under the Proex-Equalization of rates
m o d a l i t y, US$ 302 mil lion was
released to support nearly US$ 4.1
billion in sales abroad. “For every
dollar invested, Pro e x
leveraged 14 dollars in
exports,” said Magno.

The majority of the
P roex-Equalization of
rates operations car-
ried out last year were
d i rected towards deals
between three eco-
nomic blocs: Apec
(Asia – Pacific
Economic Forum),
with 24%; Nafta
(North America Fre e

Trade Agreement), with 18%, and
the European Union (UE), with 16%.
The sectors that most benefited fro m
this modality of financing include
machinery and equipment (49%),
transport (36%) and services (8%).

The transactions carried out via
P roex-financing also reported a good
performance. In 2003, this line of
c redit attended 341 companies—an
i n c rease of 11% compared to the
p revious year—, which exported US$
308 million. “Of the total number of
companies that carried out deals on
the international market using
re s o u rces from this financing modali-
t y, 90% were micro, small and mid-
sized firms and 80% of the contract-
ed operations had a value lower than
US$ 100,000,” observed the manag-
er of the Proex Division.

The operations carried by means
of Proex-financing were mainly
exported to Nafta, with 24%; the
UE, with 20%; Africa, with 15%;
and LAIC (Latin American Integration
Association), with 12%. The deals
carried out with LAIC through this
modality of credit do not include for-
eign sales to Merc o s u r. 

A c c o rding to Magno, Proex is a
c redit line focused on
smaller companies.
“Last year, the partici-
pation of these estab-
lishments in the pro-
gram increased 45%
c o m p a red to 2002,”
a ffirmed the manager
of the Proex Division.
“If only micro - c o m p a-
nies are compared, this
p e rcentage re a c h e s
50%.” In Magno’s
opinion, this has an26

Braúna: “Financing operations for exports totaled a record US$ 7.6 bn last year.”

Banco do Brasil, a gateway to 
the foreign market 

Braúna:  “Financing
operations for exports
totaled a record US$ 7.6 bn
last year.”

o rder MT 100 program in which pay-
ment order remittance flows fro m
New York to Brazil are securitized. By
operating in this segment, and sup-
ported by its strenght and being well
known worldwide. BB consolidates
its participation among heavyweight
issuers that have access to intern a-
tional capital.

Bureau of electronic
d e a l s

An easy-access tool that is agile

and capable of crossing borders with a

simple touch of a key. That is the

I n t e rnational Trade Bureau, a virtual

site of international trading  launched

by Banco do Brasil in 2002 to support

the insertion of Brazilian owners of

m i c ro, small and mid-sized companies

in the export market. 

Today over 3,000 companies, 4,100

p roducts and 760 importers are re g i s-

t e red on the site. Since it began opera-

tions in April of last year, the site has

reported 240 sales operations via

I n t e rnet and has 83 samples of mer-

chandise, informed the executive man-

ager of the International Trade Bure a u ,

Ivan Monteiro .

d a rdized issues on the intern a t i o n a l
capital markets. The institution also
p rovides structured operations that
have some form of backing in ord e r
to lower the risk of the bond issue.
Issues that are securitized by re c e v i-
ables or remittances are examples of
s t r u c t u red operations. Last year, BB
b rought to the market two more
series of its dollar diversified payment

CLIMBING HIGHER

Source: Banco do Brasil 

Evolution of export financing con-
tracts managed by Banco do Brasil

– in US$ thousands
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the official red tape that

still exists in the export-

ing market.

“The Intern a t i o n a l

Trade Bureau is a very

i n t e resting tool because

it facilitates the pro c e-

d u res of foreign sales

operations and opens

new prospects for

trade,” said business-

woman Márcia de

Oliveira,  owner-administrator of

MusicBrazil, a company that exports

CDs and DVDs of Brazilian films and

live concerts and books on local art

and culture. Spain and Italy are the

principal destinations assisted by the

c o m p a n y.

Following MusicBrazil’s example,

Ranajax—a company which pro d u c e s

and commercializes frog meat—, also

carries out operations on the

I n t e rnational Trade Bureau. “This tool

p rovides a great support to the small

e x p o r t e r,” said businessman Dinis

L o u renço da Silva, one of the owners

of the company, which sells nearly 150

tons of frog meat per year.

International ex p e r i e n c e

Banco do Brasil is one of the main

operators of Brazilian foreign trade.

When working with the institution,

exporters and importers have an agile

and modern channel of intermediation

for their deals. With nearly 196 years

of history, the bank has been a high-

light in this segment for over 60 years.

P resent in 19 countries, BB operates 17

branches, seven business units, six sub-

branches and four subsidiaries. 

P ropelled by the greater dynamism

of the country in international trade,

as a result of the pro-active fore i g n

policy adopted by the government of

P resident Luiz Inácio Lula da Silva, the

BB is seeking to increase its participa-

tion in new markets. Taking advantage

of the diplomatic and commerc i a l

results of the Pre s i d e n t ’s recent visit  to

the Middle East, the BB is studying the

possible installation of an operational

base in the region. At the same time,

the bank is opening offices in China

and Angola. And, last year, the institu-

tion inaugurated a re p re s e n t a t i v e

o ffice in Mexico. 

Thanks to its capillarity in and out-

side the country, the BB was able to

set up a broad and agile structure for

intermediation of commercial transac-

tions. “We developed a strategy to

give incentives to exports,” re v e a l e d

the director of the International area of

Banco do Brasil, Augusto Braúna

P i n h e i ro. “We have a nationwide pre s-

ence and have the support of person-

nel who are specialized in fore i g n

trade in our branches. These employ-

ees are always in search of companies

that have a potential to export.” In

other words, the BB acts as a channel

to increase Brazil’s foreign trade.

In addition to acting as an interme-

diary in the export operations of large

g roups, Banco do Brasil has been

focusing its operations with micro ,

small and mid-sized undertakings. In

o rder to do so, the institution has spe-

cific tools to support the companies of

this segment to export. One of these

mechanisms is the Intern a t i o n a l

Business Generating Program for Micro

and Small Companies (PGNI-MPE).

Another is the International Tr a d e

B u reau, a site on the internet for inter-

national business, and the Program to

Finance Exports (Pro e x ) .

In order to do business on the site,

the exporter must be a client of BB,

have no credit restrictions and re g i s t e r

on the International Trade Bureau. On

the site, the businessperson displays

his/her products, their respective prices

and the necessary information so that

the transaction can be carried out with

an importer. The operations, which can

not surpass US$ 10,000, have the

logistical support of BB and its part-

ners, such as the govern m e n t - o w n e d

postal company Correios, via the ser-

vice Exporta Fácil (Easy Export), and

Fedex Express, which operates in the

Technology bolsters Banco do Brasil’s
solid operations

R O B E RTO FERREIRA

On May 27, Petrobras and the
Japan Bank for International Coop-
eration (JBIC) signed an agre e m e n t
in Tokyo outlining the financing for
an estimated US$ 1 billion in invest-
ments to be channeled into energy
projects in Brazil beginning this year.
The negotiations, which also in-
volved other Japanese banks and
trading companies like Mitsui, Mit-
subishi, Itochu, Marubeni and Sumit-
omo, are just a small indication of
the enormous business opportunities
that are opening up for foreign in-
vestments in the petroleum and nat-
ural gas sectors.

Indeed, these two sources of en-
ergy are currently the target of heavy
outlays being undertaken by Petro-
bras, the largest company in Brazil
with revenues in the neighborhood
of US$ 44 billion last year. The feder-

al oil giant has earmarked no less
than US$ 53.6 billion for investments
over the next seven years, of which
US$ 46.1 billion is to be applied in
Brazil and US$ 7.5 billion abroad, in-
cluding in the United States. 

The most recent initiative in this
a rea was approved by the company in
July last year – the Malhas (“Net-
works”) Project, aimed at expanding
and interconnecting natural gas trans-
port networks in the northeast and
southeast of the country, budgeted at
US$ 1 billion. Of that value, US$ 400
million is to be financed by JBIC. 

The ambitious investment plans
a re the result of an effort to re d u c e
B r a z i l ’s dependence on oil imports,
besides diversifying the company’s
energy grid by betting on the poten-
tial of natural gas. With these initia-
tives, Brazil has not only become
practically self-sufficient in oil pro-

duction, but has also identified enor-
mous gas reserves in the Santos
basin, strategically located close to
the major consumption centers in
the country. 

The director of international busi-
ness for Petrobras, Nestor Cerveró,
highlights this scenario as one of the
new horizons that have opened up
for international investors. “The
Brazilian market is very big. The po-
tential for equipment, goods and ser-
vices companies is enormous. And
P e t robras, which owns 90% of this
market, is eager to associate with
other companies in order to explore
it,” he affirms. 

In fact, the opportunities for for-
eign investors are tre m e n d o u s .
About 30% of the investments over
the next seven years will have to be
raised, as much in the domestic mar-
ket as abroad. “Of the US$ 53.6 bil-
lion that the company will need to fi-
nance its projects, US$ 37.5 billion
will come from cash flow generation,
US$ 9.1 billion from conventional fi-
nancing, US$ 5.9 billion through pro-
ject finance and US$ 1.1 billion fro m
issuing shares,” explains the dire c t o r.

The company’s gas and energy
business strategy involves more than

Fueling new business
Oil and natural gas exploration and distribution
p rojects offer excellent business opportunities for
f o reign investors

Petrobras’offshore platform: international champion in deep-water prospecting

United States  16
China  14

South Kore a 7
Germany  6

D o m i n i c a n
Republic 8

WORLD PRESENCE
Principal destinations of exports managed by 

P roex at BB – in %

transportation and delivery of goods.

The International Trade Bureau is a

safe environment for foreign trade

operations. As a means of re d u c i n g

the risks for both exporters and

importers, the BB offers its custodian

services. The bank only authorizes the

release of exporters’ merc h a n d i s e

when the importer has deposited its

payment, which is held by the institu-

tion. In the same manner, the exporter

only receives payment when the pro d-

uct has already been shipped off to its

d e s t i n a t i o n .

“This is an intelligent system to

insert smaller-sized businesses into the

i n t e rnational market, which is backed

by Banco do Brasil’s cre d i b i l i t y,” said

M o n t e i ro. The businesspeople who are

re g i s t e red on the site also receive con-

sulting services from BB, so that they

know how to classify their merc h a n-

dise in accordance to intern a t i o n a l

trading norms, carry out the re m a i n i n g

f o reign sales operations and overc o m e
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US$ 3 billion in investments to devel-
op the domestic natural gas market,
including gas pipelines in the north-
east, a line connecting the southeast
and northeast and the Urucu-Coari-
Manaus and Campinas-Rio de
J a n e i ro pipelines, not to mention an
e n t i re network for the southeast of
the country. In all of these pro j e c t s
the company is already working in
association with Japanese investors. 

Cerveró notes that of the total of
investments slated for foreign mar-
kets (US$ 7.5 billion), 80% will be
targeted to exploration and pro d u c-
tion, while international gas and en-
ergy projects should absorb 9% of
the funds. He also emphasizes that
about 50% of these investments are
earmarked for Latin America. 

For international investors, the
Brazilian market is still far from being
exhausted. Petrobras, by far the
largest presence in the local market,
will need to form partnerships to ac-
complish its goal of national self-suf-
f iciency and to produce an ex-
portable surplus, placing it on an
equal footing with other giants in
the international market. 

The potential of Brazil’s petro l e u m
derivatives market could yield an av-
erage growth of 2.4% a year
t h rough 2010. In the gas market, the
expected growth is even greater –

about 14.2% a year – , and Petro-
bras recognizes that there is still an
e n t i re infrastructure to be built in this
a rea. From the 30.7 million cubic me-
ters a day re p resented by the natural
gas market in Brazil last year, the
company estimates that daily con-
sumption could reach 77.6 million
cubic meters by 2010. 

To accompany the potential
g rowth of the Brazilian market,
P e t robras acquired a large block of
new exploration areas auctioned by
the National Oil Agency (ANP) in
2003. Added to that, last year the
company also made major discover-
ies of oil and gas deposits, consider-
ably expanding the reserves it is able
to explore. 

With these discoveries, plus the
a reas acquired from the ANP, the
federal oil giant has begun looking
for new partnerships to explore and
p roduce oil and gas in Brazil. More-
o v e r, the volume of new pro j e c t s
should tend to accelerate, further in-
c reasing its demand for goods, ser-
vices and capital. 

The company’s Strategic Plan is an
ambitious document. It envisages self-
s u fficiency in oil supply for Brazil by
2006 and an average growth in pro-
duction of 5.9% a year up to 2010.
To face this challenge, Petro b r a s
wants partners to participate in these

plans with capital and technology. 
In exploration and pro d u c t i o n

alone, the company expects to use
about 60% of the planned invest-
ments by 2010. In other words: US$
32.1 billion. To accomplish this goal,
P e t robras anticipates forming part-
nerships with other companies, espe-
cially in the Campos and Santos
basins, which in recent years have
become one of the biggest fro n t i e r s
for expanding petroleum and gas
p roduction in the world. 

This means that the demand for
goods and services in the Brazilian oil
sector will continue to be stro n g ,
particularly in the off s h o re segment.
To meet this demand it will need to
build platforms, support vessels, gas
pipelines and gas processing plants,
or rent exploration and pro d u c t i o n
equipment. 

Investments in the downstre a m
segment alone should consume re-
s o u rces on the order US$ 11.2 bil-
lion, corresponding to roughly 21%
of the total outlay. The company’s
latest Strategic Plan, concluded in
May 2004, substantially increased in-
vestments in gas and energy. Now
they re p resent 11% of the total, cor-
responding to US$ 6.1 billion. The re-
mainder will be invested in the cor-
porate, distribution and petro c h e m i-
cal segments. 

PRISCILA LANGE

B r a z i l ’s GDP grew 2.7% in the
first quarter of 2004 against the first
quarter of 2003, signaling the coun-
try’s return to economic growth. This
new scenario offers vast terrain for
new investments in the electricity
s e c t o r, which could reach an esti-
mated R$ 7 billion annually, accord-
ing to the projections pre p a red by
consulting company Tendências. The
study was commissioned by the
Brazilian Chamber of Investors in En-
ergy (CBIEE), an entity comprised of
the sector’s 15 private players, in-
cluding foreign companies with op-
erations in the country. The private
groups jointly control 67% and 24%
of the country’s energy distribution
and generation respectively; they
sank over US$ 30 billion in the sec-
tor since 1995 when privatization
was launched.

Economic growth should re m a i n
moderate, according to Te n d ê n c i a s ,
which projects and an annual aver-

age GDP growth of 3.5%. “[Brazil]
must attract private capital,” said
CBIEE President Claudio Salles. The
Brazilian Government is capable of
financing a mere R$ 9 billion per
year, according to the study. 

The administration is doing its
part to attract foreign investors. Led
by Mines and Energy Minister Dilma
Rousseff, the administration set up a
new model for the electric sector
that the National Congress approved
but has not regulated as yet. The
backbone of model is planning, at-
tracting investments, and low pricing
(it aims at obtaining electric energy
at the lowest possible price while af-
fording the investments that the sys -
tem requires).

The administration, on the other
hand, is hailing investors with finan-
cial support through National Devel-
opment Bank (BNDES) loans, and
t h rough electric energy companies
that operate under the umbrella of
the federal holding company for the

sector Eletrobrás. 
The administration is also aiming

to repeat its successful performances
in its next auction of transmission
lines, which should take place in the
second half of this year. Thirteen lots
will be auctioned; they cover 2,880
kilometers and re q u i re investments
of some R$ 1 billion. “Tr a n s m i s s i o n
has become the most attractive item
of business in the electric sector, ”
said Cesar Borges, the president of
the Brazilian Association of Energy
Transmission Companies (Abrate). In
fact, the segment offers investors
fixed returns, determined during the
auction, at which the contender that
o ffers the Brazilian Government the
lowest rates to explore the 30-year
concession wins the bid. 

Another advantage, Borges re-
calls, is that the transmission seg-
ment does not suffer market fluctua-
tions. “The investor does not de-
pend on the volume of energy trans-
mitted through the lines. Compensa-
tion is based on line availability. Be-
sides which, s/he is not subject to
default because s/he is paid dire c t l y
by the generating and distributing
companies.”

A date has not been set, on the
other hand, for the concession auc-
tions to build hydroelectric power
stations, which call for much bulkier
investments. Minister Rousseff is sig-
naling that she will put up 3,000
MW in a public tender, which will
generate investments of US$ 3 bil-
lion.

C o n c u r rently to the changes in
the sector, the electric energy com-
panies have been overhauling their
finances since the power rationing
days. The sector is re g rouping and
consolidating; private groups are
c o n g regating in holding companies;
they are removing the fat from their
administrative structures and lower-
ing their debts.  The next step is to
go public on the Brazilian and inter-
national stock markets to raise capi-
tal at competitive prices. 

High voltage
Brazil’s economic heating reveals business
opportunities ranging from power generation to
distribution in the country’s electrical grid

Electric energy: sector investments estimated to reach R$ 7 billion
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FLOREAL RODRIGUEZ *

For Brazilians dedicated to the
theme, hosting the most important
corporate governance event in the
world — the 10th Annual Congre s s
of the International Corporate Gover-
nance Network (ICGN) from July 7-9
in the city of Rio de Janeiro — is a
special award for three decades of ef-
forts in search of continual impro v e-
ment and the development of good
business practices. 

Indeed, it is the first ICGN Con-
g ress to he held in an emerging coun-
t r y, with a mixed fare of re c o g n i t i o n
and encouragement. Brazil still has
some steps to climb in corporate gov-
e rnance but, in deciding to bring the
event to Rio, the ICGN is sending a
very strong and positive message.
After all, as evaluates Heloisa Bedicks,
general secretary of the Brazilian Cor-
porate Governance Institute (IBGC) —
one of the groups responsible for or-
ganizing the event along with the São
Paulo Stock Exchange (Bovespa) and
the Brazilian Securities and Exchange
Commission (CVM) —, the ICGN
brings together major investors fro m
a round the world, among them big
pension and investment funds fro m
the US, Europe and Asia. To g e t h e r
these investors manage more than
US$ 10 trillion, more than the GDP
for all of Latin America.

It is also possible to interpret the
event as an indication of future busi-
ness. Sandra Guerra, the only Brazil-
ian with a seat on the ICGN’s board ,
emphasizes that those who attend
these meetings are the presidents of
the funds, the people who make the
investment decisions. Members of the
ICGN council are convinced that they

will soon have to seek new opportu-
nities in emerging countries. 

Due to this sparked interest, orga-
nizers are expecting at least 300 inter-
national investors and another 300
Brazilians to show up for the event,
enthusiastically supported by the
major Brazilian pension funds —
P revi, Petros and Funcef. These funds
and more than half their Brazilian
counterparts will meet in a specific as-
sembly in Rio de Janeiro on the eve of
the ICGN Annual Con-
g ress — yet anoth-
er confirmation of
the importance of
initiatives like this. 

A number of
indicators suggest
a level of business
practice in Brazil
that is close to ma-
t u r i t y. The local
stock market is still
relatively small for
the s ize of the
c o u n t r y ’s economy,
which is among the
largest on the planet. Di-
verse local companies have
closed their capital in re c e n t
years, but in compensation a
considerable number of corpora-
tions with professional management
— many of them with American De-
positary Receipts (ADRs) traded on
the New York Stock Exchange —
have shown themselves to be incre a s-
ingly adept at modern practices and
m o re responsive to the demands pre-
sented by minority shareholders and
stakeholders with diverse intere s t s .
T h e re are already 37 Brazilian compa-
nies listed on NYSE. 

A few years ago, the São Paulo
Stock Exchange (B0vespa) instituted
t h ree levels of governance — Levels 1
and 2 and the New Market — , with
an increasing order of exigence. Thirty
companies have already qualified for
Level 1. Fulfillment of Level 2 and the
New Market has been more sporadic,
but most of the share issues planned
for 2004 and 2005 intend to qualify
for the highest rank – which demands
commitments to transpare n c y, ac-

c o u n t - re n-
dering and equal

t reatment for all share-
holders, besides greater participation
on the part of an audit council. In
Brazil (in an agreement with the US’
SEC), this council fulfills the functions
of the audit committee re q u i red by
the Sarbanes-Oxley law passed by the
US Congress in 2002, which seeks to
curb scandals like those that ro c k e d
E n ron and WorldCom. 

One of the most significant issues
was floated in the first half of this

Transparency in business
Brazilian corporate governance has reached standards of excellence, so
much so that various local companies have become intern a t i o n a l
b e n c h m a r k s

year by Natura. Involving more than
R$ 750 million, roughly 70% of the
buyers were foreign investors. The
largest cosmetics company in the
c o u n t r y, with solid pro f i t a b i l i t y, high
market value, an exceptional trade-
mark concept and an elevated stan-
d a rd of corporate, ethical and social
responsibility (it founded the Ethos In-
stitute), Natura is a national bench-
mark. Another issue launched this
year by CCR, a highway concession-
a i re, found demand six times gre a t e r
than the initial off e r. 

Over the next few months two is-
sues should come to market that will
be among the biggest yet undertaken
in the country. Analysts estimate that
logistics giant ALL and Braskem, the
largest petrochemical company in
Latin America, will offer subscribers
R$ 900 million in shares, re s p e c t i v e l y.
All of this in an environment where
corporate scandals are practically un-
h e a rd of. 

Another important example is pro-
vided by the biggest bleached euca-
lyptus pulp processor in the world:
Aracruz. The company was the first to
divulge its quarterly and annual re-
sults in the Brazilian market and also
one of the first in the world, with
b road recognition in the national and
i n t e rnational markets expressed in the
form of various awards. “Because of
initiatives like these, Brazil is endowed
with one of the best systems of cor-
porate governance among emerging
countries,” affirms Gilberto Mifano,
B o v e s p a ’s superintendent. 

T h e re has been a broad mobiliza-
tion on the part of the CVM, the
Brazilian Development Bank (BNDES)
and the federal govern m e n t ’s Com-
plementary We l f a re Secretariat (the
agency regulating pension funds) to
emphasize good governance practices
as the correct path for developing the
capital markets in the country. Brazil’s
s t a n d a rd of governance is already re c-
ognized intern a t i o n a l l y. Evidence of
this is the fact that the World Bank
has encouraged other countries to

adopt the model used by Bovespa,
which has received repeated invita-
tions to make international pre s e n t a-
tions. 

One of the attributes characterized
by proponents linked to the IBGC is
an incredible capacity to reinvent. The
Code of Best Practices issued by the
Institute has already had a number of
versions, the last one having been ap-
p roved and divulged in March 2004.
At first an organization that only con-
g regated board members, the IBGC
has evolved into a broad concept of
corporate governance (far more
quickly than many of its kindred enti-
ties in developed and emerging
economies). From its foundation, it
defines the phenomenon as “the sys-
tem by which societies are managed
and monitored, involving all re l a t i o n-
ships among share h o l d e r s / q u o t a -
holders, boards of directors, manage-
ment, independent auditors and audit
councils.” 

For the IBGC, “good corporate
g o v e rnance practices increase the
value of society, facilitate access to
capital and contribute to its continu-
i t y.” The Best Practices Code is the di-
rect and faithful result of the basic
concept. It is the instrument re s p o n s i-
ble for indicating how to proceed. 

With the goal of attaining the
highest standard of corporate gover-
nance, the IBGC created a special
commission to discuss and write the
new version of the Code, tapping the
best sources available around the
world, in addition, obviously, to the
domestic know-how developed over
years of diffusion and persuasion. 

As can be expected, the US Sar-
banes-Oxley Law had a decisive influ-

ence on the new Code, which took
into account the close connection be-
tween the US and Brazi lian
economies. But other documents,
legal instruments and guidelines were
also considered, among them two
conventions from the United King-
dom (The Combined Code on Corpo-
rate Governance – The Financial Re-
porting Council, and Audit Commit-
tees – Combined Code Guidance),
one from South Africa (the King Re-
port on Corporate Governance in
South Africa / King II Report – Insti-
tute of Directors in Southern Africa)
and another from Germany (Amend-
ments to the Cromme Code, Govern-
ment Commission German Corporate
G o v e rnance Code), among other di-
verse sources. 

Along with these instruments, the
IBGC commission considered the nat-
ural evolutionary process (changes in
the regulatory framework in Brazil,
the corporate scandals in the US and
E u rope, the result of govern a n c e
round tables in Latin America and the
concepts and operation of Bovespa’s
New Market) and the maturing of the
market as a whole, searching for
g reater detail to facilitate the imple-
mentation of good business practices
for Brazilian companies and institu-
tions. 

The IBGC Code also consecrated
the fundamental principles of modern
corporate governance which, very
b ro a d l y, are: 

■ Tr a n s p a rency – Institutes a co-
h e rent business culture with the “de-
s i re to inform” instead of the “obliga-
tion to inform,” including intangible
factors besides economic-financial re-
sults. 
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with the need to balance re l a t i o n s h i p s
and seek re s o u rces in the market, be
it capitalization or strengthening daily
activities, a common characteristic in
an economy with high interest inter-
ests. 

José Monforte’s predecessor at the
IBGC, industrialist Paulo Vi l l a res, im-
p ressed demanding audiences with
his synthetic and veracious diagnosis
of the state of a large number of
Brazilian companies. In Vi l l a res’ opin-
ion, most local companies are migrat-
ing from a traditional business model
to an emerging model. Some organi-
zations, obviously, can be already de-
fined as having attained a market
model. The three stages are as fol-
lows: 

■ C u r rent model –  A company
managed by a few controlling share-
holders, with informal govern a n c e
practices. 

. Emerging model – A company
led by a few controlling share h o l d e r s ,
with formal governance and access to
capital for executing its strategies. 

■ Market model –  A company
with formal governance, aspirations
and the financial capacity to compete
g l o b a l l y. At this stage, practices of
sharing control, values and ideals
have become consolidated, with the
concept and practice of social re s p o n-
sibility also having matured. 

The debate over questions of a
personal and even psy-
chological nature

■ Equity – Ensures fair and equal
t reatment for all minority groups, be
they capital-related or other intere s t-
ed parties such as collaborators, cus-
tomers, suppliers and creditors. 

■ Rendering of accounts – Gover-
nance agents should account for their
performance to those who elected
them, fully answering for all actions
taken while exercising their re s p e c t i v e
mandates. 

■ Corporate responsibility – A
b roader vision of business strategies,
covering all relationships with the
community (job opportunities, train-
ing and workforce diversity, encour-
aging scientific development and im-
p roving the quality of life). Board

members and executives should
c a re for the continuity of the or-
ganization, considering the social

and environmental order when
defining business and operations
strategies. 

The leading and instigating poli-
cies and practices of the IBGC have

been accepted by some of the biggest
business organizations in Brazil. In his
acceptance speech at the beginning
of 2004, the Institute’s new pre s i d e n t ,
José Monforte – a financial executive
with extensive experience and a
b o a rd member for a number of major
corporations – reiterated the values
and ambitions of the entity: to oper-
ate at the fore f ront of knowledge,
c reating value for organizations and
being guided by thoughts and actions
with long term effects, among other
s t a n d a rds of conduct. 

These proposals are consistent
with the needs demonstrated by
Brazilian businesses. After all, the
country boasts leading companies
that are transparent to the point of

being transformed into bench-
marks, managed by standard s
that demand changes – espe-

cially when faced

that has led to a more conservative
model being maintained in certain or-
ganizations was fueled by a book
launched in July 2003, today the most
sought after on the subject in Brazil-
ian bookstores: A Dimensão Humana
da Governança Corporativa – Pessoas
criam as melhores e as piores práticas
(“The Human Dimension of Corpo-
rate Governance – People create the
best and worst practices”), written by
consultant Herbert Steinberg, who in-
vited five authors to expound their
ideas and proposals. 

A sign of the vital ity that the
theme has gained in the Brazilian
market is that almost simultaneously
with the launching of the Steinberg
book, two other works hit the market
with very similar content and titles.
The first of them is a collection of arti-
cles and essays by experts and pro f e s-
sionals linked to the Dom Cabral
Foundation, one of the top business
administration schools in Brazil. The
other was written by Renato Bern-
hoeft, a consultant with extensive ex-
perience in succession processes at
family-owned businesses in Latin
America. 

As can be seen, a silent but intense
revolution is underway. Improving cor-
porate governance has become a
mandatory theme for ten out of ten
Brazilian companies, each one at its
own pace. Some spend a lot of time
re s e a rching and testing the enviro n-
ment. Others have rushed to the new
practices with greater alacrity – certain
that this is the solution for balancing
relationships, obtaining re s o u rces with
a p p ropriate standards and solving the
question of continuity. It matters less
how long the process takes. What
counts is that the foundations being
built in Brazil are solid and that the
p rocess has started. Some conquests
a re already being celebrated and

t h e re is a prevailing conviction that
the future will be better than the
p resent. 

(*) Floreal Rodriguez is a consultant in commu-
nications and business strategies 
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The Brazilian market for small

computer makers is becoming as

an investment priority for fore i g n

g roups. Brazilian companies expect
computer sales to increase by more

than 7% this  year  from 2003,

when 3.1 million desktops and lap-

tops were sold.

“This is considerable gro w t h ,

and promises a re t u rn to the sales

levels of 2000 and 2001,” said

Cristina Palmak, vice president of
the personal systems group of HP

Brasil, a company that ended 2003

as the top ranking computer seller

in Brazil.

HP is one of the companies that

is making the most effort to include

Brazil in its portfolio of possible for-

eign investments. The US computer

giant has been investing to manu-

f a c t u re its products locally, and it
has several production projects in

the country that capitalize on the

so-called Basic Productive Pro c e s s

(PPB) incentive, a concession within

B r a z i l ’s Information Technology Law

that awards tax cuts for local man-

u f a c t u rers in exchange for invest-

ments in re s e a rch and development
in Brazil. “To d a y, all our desktops

can be made in Brazil, 90% of our

laptops and all our printers and

servers,” said Palmak. “We may

find fresh opportunities; we are on

the lookout to

make new invest-

ments. Brazil may

be a good invest-

ment option, so we
a re keeping a care-

ful  eye on the

Brazilian market,”

she said. 

For  Intel , the

w o r l d ’s  leading

chipmaker that

came close to open-
ing a semiconduc-

tor  plant in the

country (before fi-

nal ly  deciding to

build its factory in

Costa Rica), Brazil is

now a top priority.

“ We have invested
heavily in market-

ing and in strengthening our com-

m e rcial structure to help sustain the

c u r rent expansion of the country’s

computer market,” sa id E lber

M a z a ro, marketing manager at the

c o m p a n y ’s Brazilian subsidiary.

Intel billed some US$ 30 million

last year  – in computer compo-
nents, chips, server boards, com-

puting and communication sys-

tems, flash memory, cellular tele-

phone systems, etc, and it is bank-

ing on the convergence of  the

computer and telecommunication

technologies to be adopted in

Brazil. Last year, the US multina-
tional invested nearly US$ 4 billion

in re s e a rch and development of

new products, and it believes that

the Brazilian market will assume an

i n c reasingly more important role in

its business with Latin America and

also on a global scale.

“Over the past two years, the
local market has experienced some

instability and a lack of political and

economic definition, but we are

now basking in a climate of stabili-

t y, and companies believe the time

has come to invest,” said Mazaro .

Tech giants bank on 
PC market
The industry, which is expected to grow by more than
7% this year, is attracting attention from inter n a t i o n-
al heavyweights like Hewlett-Packard and Intel

Microchip: Brazilian microelectronic market grows 7% per year


