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By Celso Amorim
Brazilian Foreign Minister

THE INDIA-BRAZIL-SOUTH
AFRICA DIALOGUE FORUM 

AND WORLD TRADE

Creation of the IBSA Forum in 2003 was motivated by strategic considerations related to the
importance of coordination and cooperation between great developing countries. It was not a
question of reviving North-South rivalries or of adopting a confrontational stance. On the contrary,
it laid emphasis on a pragmatic alliance which, in addition to enhancing the potential for political
dialogue between Brazil, India and South Africa, would seek concrete results for the promotion of
development via South-South cooperation. Nothing more natural, under these circumstances,
than a union between three great multicultural and multiracial democracies, each of which carries
weight in its respective region and in its global actions.

The political benefits of this association were not slow in materializing. Coordination between
Brazil, India and South Africa was fundamental, for example, in setting up the G-20 group of de-
veloping countries that are interested in liberalizing agricultural trade. Today an established and re-
spected participant in multilateral negotiations in the WTO, G-20 initially faced criticism and skep-
ticism from those who were interested in maintaining the status quo.

This was understandable. The actions of the G-20 provoked a kind of revolution in the way
that negotiations were conducted at the WTO, where even important countries
such as Brazil had traditionally played a very restricted role. In former Rounds, the
agreements were drawn up behind closed doors by the “Big Four” - the United
States, the European Union, Japan and Canada, known in trade parlance as “the
Quad”. In terms of agriculture, the interests of these countries were basically de-
fensive. Today, even when consultations take place in more restricted circles like the
G-4 - the United States, the European Union, India and Brazil - they end up becom-
ing more comprehensive, given the outreach and networking characteristics of the
G-20 and the contacts that G-20 makes with other groups of developing countries.

I can state with conviction that the G-20 would not exist without IBSA. The cli-
mate of political confidence generated by the alliance between three great democ-
racies of the developing world is one of the foundations of the complex engineer-
ing of G-20, in which for example the interests of Brazil, a major agricultural ex-
porter, are united with those of India, whose positions reflect concern with the
need to feed its enormous population, and with those of relatively less developed
countries.

Political coordination is just one side of the story. I like to say that IBSA will only

become truly established once the concept has taken
root in people's imagination, and in this I include the
business community. IBSA must be a project of our
three societies and not just of the governments of
Brazil, India and South Africa. This is why the chapter
on commercial relations between the three countries is
so important.

Trade between the IBSA countries must be seen in
the context of Brazil's trade with developing countries
in general. Today this represents 53% of our total ex-
ports, against approximately just a third 15 years ago.
Today's performance is particularly expressive if we
bear in mind that our sales to developing countries

made geographical sense since the times of Vasco da
Gama. After all, India is a market of more than a billion
potential consumers. And South Africa, for its part, ra-
diates a strong economic influence throughout SACU,
the Southern African Customs Union, which also in-
cludes Botswana, Lesotho, Namibia and Swaziland.

The lack of direct air and sea connections consti-
tutes an obstacle for the development of trade be-
tween the countries of IBSA, and we are working to re-
move this bottleneck. In August of last year, we con-
cluded a first-ever trilateral agreement for air traffic
which allows companies of the member countries to
operate common flights between the three countries.

G L O B A L  C O N T E X T

Celso Amorim, Brazilian Foreign Minister

(Above) Brazilian President Luiz Inácio
Lula da Silva (l) and Indian President APJ
Abdul Kalam during a reception at the
Rashtrapati Bhawan in New Delhi, 2004.

(Left) South African President Thabo
Mbeki (l) and Brazilian President Luiz
Inácio Lula da Silva during the World
Economic Forum in Davos, Switzerland 
in 2005. 

have been growing at a time when our overall exports
have also been expanding. It has not come about as a
result of lower sales to developed countries, where in
fact Brazil has been setting repeated records.

Trade between Brazil and India is an excellent exam-
ple of the significant growth of our commercial inter-
change with the developing world. In 2000, our bilat-
eral trade totaled little more than US$500 million; in
2005, it topped US$2.3 billion, a more than four-fold
increase. We saw a similar trend with South Africa,
where bilateral trade rose from around US$530 million
in 2000 to US$1.7 million in 2005.

Trade with developing countries is also qualitatively
important, given that it involves products with a higher
degree of added value than the average of Brazilian ex-
ports. In the specific case of India and South Africa,
around 87% of our sales are of manufactured items.
Our principal export product to India is airplanes; to
South Africa it is automobiles.

It's curious that the commercial route suggested by
IBSA has not been exploited before, even though it has

And negotiations for a sea freight agreement are ad-
vancing.

There is also much to be done in the area of trade
liberalization. At the end of 2004, we signed the Pref-
erential Trade Agreement between Mercosul and
SACU. And in March of 2005 we signed the Preferen-
tial Trade Agreement between Mercosul and India.
These provide the framework for a unique negotiation
- a trilateral trade agreement that will involve not just
the three countries of IBSA, but also the other mem-
bers of Mercosul and SACU.

The conclusion of all these agreements - plus others
of a more specific nature, such as customs cooperation
and technical barriers - will give the business communi-
ties of the IBSA countries excellent conditions for the
promotion of trade and investments in the area of the
three countries and their neighboring regions. It will be
up to the businessmen themselves to overcome the
mental hurdles that still separate us and to seek out the
great markets that IBSA has to offer. This will require
boldness, but the results will certainly be rewarding.



M
in

is
tr

y 
of

 E
xt

er
na

l R
el

at
io

ns

6

M
in

is
tr

y 
of

 E
xt

er
na

l R
el

at
io

ns

7

Differences conceal a common 
challenge 

E C O N O M Y

The three members of
IBSA are among the
world's leading emerging
economies. Each country
has world-class companies
in agriculture, mining,
manufacture and services,
but each also has a large
traditional economy of
rural subsistence and low-
technology, low-skill
urban employment. The
common challenge of
incorporating huge
sections of their
populations into a
modern, high-wage
economy is one of the
driving factors that has

brought them together in
IBSA.

The three countries
have different levels of
income and different
patterns of income
distribution. But they face
many of same challenges
in using today's
technologies to speed up
their development, leap-
frog unnecessary stages
and catch up faster with
the rest of the world. 

Moreover, each IBSA
country must face the
question of globalization.
Each has its own distinct
trading pattern, stemming

in part from very different
resources, history and
geographical realities, but
each must decide how
best to structure its trading
alliances and how best to
negotiate with the rest of
the world. Once again, the
interchange of experiences
and ideas under the
auspices of IBSA can help
all three countries share
the benefits of their
experience and learn from
each other.

In the following pages,
“Brazil a Brand of
Excellence” looks at the
three IBSA economies.

South Africa - pushing for growth

South Africa is famous for its vast
natural resources - it is the world's
leading producer of platinum, gold
and chromium, with significant ex-
ports of coal. This natural wealth has
stimulated investment in processing,
and the production of ferroalloys
and stainless steels is growing in im-
portance. Logically, the country has

gained international importance as a
builder of mining equipment and
machinery, while other important
manufacturing sectors include rail-
way rolling stock and synthetic fuels. 

It is by far the largest vehicle pro-
ducer on the African continent, with
annual output nearing the half-mil-
lion mark. Other significant sectors

include machinery, textiles, chemi-
cals, fertilizers, foodstuffs and com-
mercial ship repair.

However, the services sector
dominates the economy, with an es-
timated 65% of GDP in 2005. The
major urban centers enjoy first-world
services with modern infrastructure.
The transport, communications and

To grow and spread prosperity

SOUTH AFRICAN FOREIGN MINISTER NKOSAZANA DLAMINI-ZUMA

“We think this really will give a concrete meaning to what we always talk about as
South-South cooperation, because these are three countries of the South who can

come together and do a lot amongst themselves, and improve the lives of the
peoples in those countries.”

Press conference 06 June 2003, after IBSA ministerial meeting.

BRAZILIAN FOREIGN MINISTER CELSO AMORIM

“They (the IBSA countries) are three countries that have an important role to play in
their respective regions; they are three democracies, countries in which democracy
plays an important role in political life; they are countries which also have social
problems, but which are willing to face them; and they are three countries which

have very similar visions in many multilateral issues.”
Same press conference (original in Portuguese).

FORMER INDIAN EXTERNAL AFFAIRS MINISTER YASHWANT SINHA

“We share common values - of democracy, of inclusiveness, of human rights, of
equality (including gender equality) - and we face similar problems; our people, our
countries face similar problems. It is in that context that one can look at the coming

together of these countries with a degree of excitement, because it all goes very
well not only for our trilateral cooperation, but I'm sure, in course of time, it will
become a model of South-South cooperation among the countries of the South.”

Same press conference.

THE COUNCIL ON HEMISPHERIC AFFAIRS

“These countries have initiated a dialogue based on mutual enrichment for the
developing world, and are increasingly prioritizing the entrance of developing

countries into the competitive world market through loosening their bonds with the
U.S. and other rich nations, while forging stronger ties amongst themselves.... Since

its inception in 2003, IBSA has progressed from a loose partnership constructed
mainly to address political issues in macro terms, to a functioning alliance that seeks

to discuss and resolve specific worldwide questions prevalent among developing
countries.... IBSA has been, and will likely continue to be, an increasingly successful

political format representing the interests of these three emerging regional
behemoths with worldwide responsibilities.”

Press memorandum, 15 March, 2006

The heartbeat of IBSA



tourism sectors have all grown well
in recent years, and the banking sec-
tor is recognized as world class.

That said, the country is sti l l
wrestl ing with the legacy of
apartheid. There is severe income in-
equality and chronically high unem-
ployment. Economic growth has
picked up in recent years but is still
far short of the 6% sustained annual
level that the government sees as a
minimum needed to allow the coun-
try to attack its great social problems
and achieve the goal of halving
poverty and unemployment by
2014. 

“Fixed investment is key to eco-
nomic growth,” the Johannesburg-
based ABSA economic consulting
firm said in its January 2006
newsletter. To this end the govern-
ment has announced infrastructure
development spending of around
US$50 billion in coming years. Other
key elements in the process include
attacking logistics costs, increasing

the supply of skilled labor and reduc-
ing bureaucracy.

The country has poured substan-
tial resources into the social area
since the establishment of majority
government. The pupil-teacher ratio
at public schools has been reduced
from 43 to 1 in 1994 to 38 to 1 in
2003, while the proportion of the
population with access to electricity
rose from 32% to 70% in the same
period.

Trade growing
South Africa's foreign trade was

severely restricted during apartheid,
but grew at over 7% annually in
subsequent years. Early this decade
it suffered from an adverse exchange
rate, but total exports grew almost
12% in 2005 to the equivalent of
US$52 billion, while imports were up
over 14% to US$55 billion (conver-
sion of US$1.00 = R6.36 for the
year).

Japan has edged out the United
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Item / country India Brazil South Africa

Official name Republic of India Federative Republic of Brazil Republic of South Africa

Land area 3,287,590 km2 8,547,404 km2 1,221,038 km2

President A.P.J. Abdul Kalam, Luiz Inácio Lula da Silva, Thabo Mbeki, 
elected 2002 elected 2002 elected 1999

Capital New Delhi Brasília Pretoria (Executive),  
Cape Town (Legislative), 
Bloemfontein (Judiciary)

National structure Democratic federal republic; Democratic federal republic; Democratic federal republic; 
28 states and 7 union 26 states plus federal district nine provinces
territories

Currency Rupee Real Rand

Exchange rate Rs45.07 R$2.34 R6.35
(US$1.00 at end 2005)

GDP US$727 billion (2005/06 est.) US$768 billion (2005) US$237 billion (2005 est.)

GDP growth 8.1% (est.) in FY 2005/06 2.3% (2005) 4.9% (2005 est.)

Income per capita US$667 US$4,174 US$ 3,453 (2003)

Foreign reserves US$134 billion US$54 billion (Jan/06) US$ 27.7 billion (Sep/05)

Total imports US$109 billion (2004/05) US$74 US$55 billion (2005)

Total exports US$81 billion (2004/05) US$118 US$52 billion (2005)

Foreign debt US$120 billion (2005 est.) US$110 billion (Sep/05) US$46,1 billion (June 2005)

Inflation 4,4% (2005) 5.25% (IPCA, Mar/06) 3.9% (average 2005)

Population 1.09 billion 184 million 46.9 million (2005)

Population aged 0-14 31.2% 27.9% 30.3%

Infant mortality 5,6% 2.7% (2004) 8%

Unemployment 9% (2005) 9.2% (Jan/06, metropolitan 26.2% (Sep/05)
regions)

Life expectancy (years) 64/65 M/F 68/75 M/F 50/53 M/F

Main languages Hindi, English, Hindustani, Portuguese IsiZulu, IsiXhosa, Afrikaans, 
14 others. Sepedi, English, Setswana 

Sesotho, Xitsonga

Main religions Hindu, Muslim Christian Christian, Muslim

Sources - South Africa: data from Brazilian Foreign Ministry except trade (SA/DTI, converted at US$1.00 = R6.36); GDP, SA/Treasury and Stats SA; popu-
lation, Stats SA; population, 0-14, CIA World Fact Book. India: CIA World Fact Book except GDP, trade and reserves from Brazilian Foreign Ministry; FX
from Microsec. Brazil: Central Bank, Ministry of Development, Trade and Commerce, IBGE.

The IBSA partners
Kingdom as South Africa's top cus-
tomer, taking 11% of all exports in
2005, with Britain and the United
States close behind. Germany was
fourth-ranked export market but
was South Africa's top supplier, with
14% of the market, followed by
China, the United States and Japan,
in that order.

Trade with China has been grow-
ing rapidly in recent years, and the
two countries have a Joint Ministeri-
al Commission. Chinese imports
tend to focus more on raw materials
such as iron ore, copper, chrome,
timber and paper pulp, while Chi-
nese exports are value-added prod-
ucts such as domestic appliances. To
some extent this mirrors trade with
Japan, which imports mainly miner-
als and sends back higher-value
goods such as automobiles and elec-
tronics. This imbalance illustrates
one of South Africa's key challenges,
to increase the value-added content
of its export profile.

Tobacco is one of Brazil's top exports to South Africa.



South Africa has two free trade
agreements and over 20 preference
agreements. Two significant accords
are the Trade, Development and Co-
operation Agreement with the Euro-
pean Union (since 1999) and
“AGOA II”, the African Growth and
Opportunity Act which improves ac-
cess for various types of clothing
into the US market. It is also a mem-
ber of SADC, the 10-nation South-
ern Africa Development Coopera-
tion. 

As a member of SACU, the
Southern African Customs Union
which also includes Botswana,
Lesotho, Namibia and Swaziland,
South Africa is involved in major FTA
talks with the United States as well
as the European Free Trade Area
(EFTA), and recently inked a deal
with Mercosul.

Other free trade negotiations are
reported under way with Kenya,
Nigeria, China, Singapore, South
Korea and Japan.
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fied industrial base, but sometimes
at the cost of lower efficiency. More
recent reforms have opened up
many sectors to foreign participa-
tion, but the state still dominates
much of heavy industry, for example
much of the steel sector, non-ferrous
metals (virtually 100% for copper,
lead and zinc, and about 50% for
aluminum), shipbuilding, engineer-
ing, chemicals and paper.

In steel, India has become one of
the world's top 10 producers, with
output of 31.8 million tonnes of
crude steel in 2004/05. Growth is fu-
eled by exports to China and strong
domestic demand, for example from
the automobile, consumer durables
and construction sectors.

Sectors showing significant ex-
pansion include consumer durables
such as home electronics, computer
systems and white goods. Vehicle

India is one of the fastest-rising
stars among all major emerging
economies. Recent economic growth
has been running at over 7% a year
and the economy has doubled in
size since 1993. The country now
ranks 12th in the world, just ahead
of Brazil, according to the World
Bank's 2005 World Development In-
dicators. What's more, India is
tipped by Goldman Sachs in its now-
famous BRICs study to overtake
Japan and become the world's third-
largest economy sometime before
2035 - placing behind China and the
United States, in that order.

Agriculture remains very impor-
tant, in particular rice and wheat,
with some 60% of the population
still living on the land. But much of
the farming is at or little above sub-
sistence, so that together with fish-
ing and forestry, agriculture repre-

sents only around 20% of GDP, with
manufacturing adding 27% and ser-
vices 53%.

While much of Indian agriculture
is still plagued by inadequate infra-
structure and the small size of farms,
the country has been self-sufficient
in food for many years now, and ex-
ports rice - for example, to South
Africa. High-yield crops have been
introduced in some regions, togeth-
er with new techniques for fertiliza-
tion and irrigation. Over the years,
this has in some cases produced
quite significant increases in produc-
tivity. 

One consequence of its relatively
large subsistence agricultural sector
is that India generates a smaller-
than-average proportion of GDP
from manufacturing. Import substi-
tution policies in past years helped
give the country a wide and diversi-Potential of IBSA

The other two IBSA members are
currently intermediate-level traders
with South Africa - India ranked
13th both as an export destination
and as a supplier, while Brazil placed
11th among South Africa's suppliers
but just 29th amongst the country's
customers. However, the expectation
is that the advance of the trilateral
forum can lead to much greater lev-
els of interchange.

South Africa has various co-oper-
ation agreements with India. Sectors
include technology, telecommunica-
tions and small businesses. There is
an India-South African Commercial
Alliance, and the two countries have
set up a Joint Ministerial Commission
- JMC. Amongst other things, this al-
lows for ministerial consultations on
political and economic matters.

Major exporters from Brazil to
South Africa, with sales in 2005
above US$50 million, include Gener-
al Motors, Volkswagen and Scania -

all of them vehicle builders - while
intermediate-level exporters with
sales from US$10 million to US$50
million include Vale do Rio Doce,
Souza Cruz, WEG, Dell Computers,
Agco, Perdigão, Marcopolo, Frango-
sul, Universal Leaf Tobacco and Cop-
ersucar, thus demonstrating the
wide diversity of Brazil's exports,
which today go far beyond the
stereotype of a raw material supplier.

The presence of Marcopolo
among the major exporters is an in-
teresting example of how bilateral
relations could develop. Since 2001
the bus and truck builder, Brazil's
largest, has operated a 700-bodies-
per-year plant at Germiston, in Gaut-
eng Province. It is one of six overseas
operations the company has set up
in its drive to compete globally - one
of them is a technology transfer op-
eration in China. Today Marcopolo
sells in over 80 countries with the
Germiston plant essentially supplying
the African market.

Chevrolet car plant near São Paulo: General Motors is a major exporter from Brazil to South Africa.

Soy oil is Brazil's second-biggest export item to India.

India - racing to the top of the world



production soared from 4.2 million
units in 1998/99 to 7.3 million in
2003/04, although three quarters of
these were motorbikes and scooters.
Non-durables have also performed
well, thanks in great part to rising
disposable incomes, easy access to
finance and the changing consump-
tion patterns of India's rapidly ex-
panding middle class.

Textiles, perhaps the most famous
of India's traditional manufacturing
sectors, now represent around a
fifth of total export earnings. The in-
dustry has a natural competitive ad-
vantage thanks to its large multi-
fiber base, abundant cheap skilled
labor and presence across the entire
value chain of the industry, ranging
from spinning and weaving to the
final manufacture of garments. This
should help make the country well
placed to benefit from increasing lib-
eralization in international textile
and garment commerce.

India's information technology

sector has thrust the country to the
international limelight in recent
years, with phenomenal growth esti-
mated at around 50% a year since
1993. There is ever-growing integra-
tion with major companies in Europe
and North America, for example via
the international outsourcing of call
centers, reservation desks and finan-
cial backroom services. The wide-
spread fluency in English gives India
an obvious head start in this sector.
IT turnover was estimated at US$22
billion in fiscal year 2004/05, some
3% of total GDP.

The United States takes around
70% of India's software exports, 
followed by the United Kingdom
with 14% and the rest of Europe an-
other 9%. Indian software firms are
world leaders in the banking, fi-
nance and insurance sectors. Soft-
ware exports grew at an annual av-
erage of 36% between 1995/96 and
2003/04. Not surprisingly, IT and
telecommunications have led the

Sources: 
A - Funcex/Secex 2003/04 average. 
B - South Africa, Department of Trade and Industry 2005.
Conversion: US$1.00 = R6.36 (2005 average).

M
in

is
tr

y 
of

 E
xt

er
na

l R
el

at
io

ns

12

M
in

is
tr

y 
of

 E
xt

er
na

l R
el

at
io

ns

13

globally competitive prices.
Services and advanced technolo-

gy are not yet a major factor within
the bilateral flow, but some Brazilian
companies are operating in the elec-
tronics and IT sectors in India, and
some Indian companies have estab-
lished joint ventures in Brazil. A cred-
it line for the sector was established
2002 between the Indian Eximbank

and a major Brazilian private bank.
India over recent years has been

gradually reducing trade protection
and has been more actively seeking
bilateral trade agreements. The
country signed limited free trade
agreements with Sri Lanka in 1998
and Thailand in 2003, and it has
preferential agreements with
Afghanistan and Mercosul. Last year

New Delhi signed a Comprehensive
Economic Cooperation Agreement
(CECA) with Singapore, and early
this year concluded a preferential
trade agreement with Chile that will
facilitate export of Indian textiles,
chemicals, pharmaceuticals and ma-
chinery, while Chile will enjoy re-
duced tariffs for its copper, pulp,
newsprint, wood boards and salmon.

To India

To Brazil

To South Africa

Total: US$521 million
1. Petroleum (refined)
2. Chemicals
3. Pharmaceuticals
4. Synthetic fibers
5. Machinery
Top 5 = 82% of total

Total: US$1.11 billion
1. Light oils
2. Vehicles
3. Rice
4. Medicines
5. Chassis + engine
Top 5 = 32% of total

Total: US$602 million
1. Petroleum (crude)
2. Soy oil
3. Sugar cane
4. Ethanol
5. Petrochemicals
Top 5 = 67% of total

Total: US$885 million
1. Autoparts
2. Frozen chicken
3. Tobacco
4. Vehicles
5. Tractors
Top 5 = 40% of total

Total: US$1.16 billion
1. Aircraft
2. Phosphoric acids
3. Coal
4. Gold
5. Wood pulp
Top 5 = 63% of total

Total: US$235 million
1. Alloys
2. Iron products
3. Coal
4. Chemicals
5. Autoparts
Top 5 = 63% of total

From India From Brazil From South Africa

A

B

A

A

B

A

Who sells what to whom
growth of the overall services sector.

Petrol and pills
India's imports and exports are

dominated by precious stones - the
country has a major traditional busi-
ness in cutting and polishing gems,
which are then re-exported. Pearls
and precious and semi-precious
stones represented 17.1% of im-
ports and 16.7% of exports in 2004.
Other top export items were miner-
als, organic chemical products and
clothing. Major imports were boilers
and machinery, electrical equipment,
fuel oils and organic chemicals.

Top customers for Indian prod-
ucts in 2004 were the United States,
the United Arab Emirates, China,
Hong Kong and the United King-
dom, while major suppliers were
China, the United States, Switzer-
land, Belgium-Luxembourg and the
United Arab Emirates, a trading pro-
file that in part reflects the weight of
the gems trade within the overall
statistics. 

India's two IBSA partners placed
fairly low down the trade list. South
Africa took just 1.1% of India's ex-
ports in 2004, and Brazil just 0.7%.
As suppliers, the two countries' re-
spective shares were 2.1% and
0.7%.

Nevertheless, commercial rela-
tions between India and Brazil have
grown substantially. In 1998, Brazil-
ian exports were just US$145 million
and imports US$212 million, mean-
ing that bilateral trade has more
than tripled since then. One reason
is a deal for Brazil to export crude oil
to India and buy back refined petro-
leum products, thereby resolving a
lack of suitable refinery capacity in
Brazil and taking up slack capacity in
India. Another contributory factor
has been Brazil's internationally-ac-
claimed program to provide free
treatment for HIV-AIDS victims -
Brazilian health authorities have
found that Indian pharmaceutical
labs can provide quality drugs at

Brazil - buildng technology into everything

Like India and South Africa, Brazil
today blends elements of a modern,
world-class economy with substan-
tial traditional, low-productivity sec-
tors. This holds true throughout the
economy, be it agriculture, manufac-
turing or services. The goal of the
government is to stimulate expan-
sion of the more productive, high-
value activities while investing heavi-
ly in education and other social pro-
grams to help reduce poverty and
equip people to find better jobs.

Statistics show that some four
out of every five Brazilians live in
towns, but many of these are small,
rural settlements where much activi-
ty is still linked to the land, for exam-
ple through informal day-labor. The
great success story of Brazilian agri-
culture in recent years has been its
vast expansion in the Center West
and the vast Cerrado region lying
south of the Amazon. Previously
thought to be too acidic, high in alu-
minum and low in phosphorus,
potassium, calcium, magnesium for
profitable agriculture, the Cerrado
soil has been transformed into one
of the world's great new food pro-
ducers thanks to advances in fertil-
ization, seed technology and in
some places irrigation. 

According to the Agriculture Min-
istry, Brazil has some 62 million
hectares under the plow, plus anoth-
er 200 million hectares of pasture,
much of this under-utilized. The
strategy is to gradually transform
some 90 million hectares of pasture
into arable land, so potentially more
than doubling the grains harvest, es-
timated for 2005/06 at around 125
million tonnes. If that sounds ambi-
tious, it's worth recalling that the
Brazilian harvest has already doubled
in just over a decade, from 58 mil-
lion tonnes in 1991. What's more,
this new expansion can happen
without felling any forest and with-
out reducing beef production, cur-
rently at over 8 million tonnes per
year, as ranching continues its trend
toward greater use of technology,
with more confinement and less
free-range production.

International experts have likened
this vast expansion of Brazil's food-
producing capability to the opening
up of the American Mid-West, and
suggested that the technologies
Brazil is developing for tropical agri-
culture can be applicable in various
parts of Africa and Asia.

No wonder then that from the
start, the IBSA Dialogue Forum has

included agriculture, not just for its
importance in resolving hunger and
social problems, but also as a key
area for technological cooperation
between the three countries, rank-
ing alongside sectors such as energy,
space, aviation and information
technology.

Brazil's great natural advantages
as an agricultural producer and its
huge potential for feeding the world
lie behind the country's strong stand
in international trade negotiations,
insisting that developed nations re-
duce their protection.

High-tech sales
However, neither the government

nor the private sector see agribusi-
ness as Brazil's only development
priority. Gone are the days when the
country's export schedule comprised
mainly raw materials. For people
who still think of Brazil as an ex-
porter of coffee, it can be quite a
shock to learn that for some years
now, one of Brazil's top exporters
has been Embraer, the jet passenger
plane maker based just outside São
Paulo. 

In fact, manufactured items are
now 55% of Brazilian exports, with
commodities just 30%. And high-
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Colombia, Ecuador and Peru as as-
sociates, is Brazil's most important
free trade agreement. The Mercosul
members have negotiated as a bloc
within the talks for a Free Trade Area
of the Americas (FTAA), and with the
European Union, where discussions
for a bi-regional free trade area have
been under way since 2000.

Trade in goods between Mercosul
and the 15-member EU totaled
¤46.6 billion in 2004, with a ¤10 bil -
lion surplus for the Latin bloc.

In 2005, Brazil's exports to the
rest of Mercosul were US$11.7 bil-
lion, representing 9.9% of the yearly
total and an increase of almost 32%
over 2004. Interestingly, 92% of
Brazil's sales to Mercosul were of
manufactured items, significantly
higher than the average for Brazil's
exports as a whole. Within Merco-
sul, Argentina is of course the
biggest trading partner. Imports
from Mercosul partners in 2005
were up 10.4% to US$7.1 billion.

pacity to translate this into economic
benefit and into job creation is still
very limited.”

Mercosul
Brazil started eliminating non-tar-

iff barriers and reducing import du-

ties at the start of the Nineties as a
unilateral move to boost competi-
tiveness within its economy. Today
the Mercosul customs union involv-
ing Argentina, Paraguay and
Uruguay, with Venezuela a recent
fifth member and Bolivia, Chile,

and medium-high technology goods
are edging up their participation:
40.1% of industrial exports in 2005,
against 37.5% a year earlier. By sec-
tor, the country's top exports were
transport equipment (vehicles, parts,
airplanes etc), earning US$19.1 bil-
lion, followed by engineering prod-
ucts, soy, petroleum and fuels, min-
erals, meat and chemicals. The Euro-
pean Union was top customer, tak-
ing 22.4% of Brazil's exports, with

One area where Brazil seeks to
promote exports is software. Sales
are still fairly modest, an estimated
US$314 million in 2005, but the
government has ambitious plans to
boost this to US$2 billion. To this
end it is supporting IT research and
development, including university-
business cooperation. There are in-
cubators for fledgling companies
and loans available for ideas that
prove their feasibility. The period of

zon, the great majority of them in-
sects, have yet been identified, let
alone properly researched. Universi-
ties and public research institutes
have made significant strides in vari-
ous fronts, for example genetic re-
search into pests like the Xylella par-
asite that attacks citrus groves, and
the development of new strains of
cotton that produce naturally col-
ored yarn. In 2002 the federal gov-
ernment opened the Amazon

high inflation - which ended 1994 -
gave Brazil one of the world's most
sophisticated financial sectors, with
intensive investments in IT to speed
up banking transactions and reduce
operational costs. Today the country
has world-class solutions in many
areas of financial technology, and
this represents a logical area of po-
tential cooperation within IBSA.

Another high-tech area of great
interest to Brazil and falling directly
within the declared scope of IBSA is
biotechnology. The country has huge
natural diversity - scientists estimate
that only a tiny fraction of the per-
haps five million species in the Ama-

Biotechnology Center, designed to
conduct research in partnership with
potential private users - food and
drugs companies, for example - to
ensure that Brazil can share in the
benefits of future discoveries.
Biotechnology has been named as a
priority both for industrial policy and
for trade, leading Development, In-
dustry and Trade Minister Luiz Fer-
nando Furlan to comment that
“Brazil is one of the leading coun-
tries in biotechnology, but our ca-

Latin America close behind on
21.5% and the United States - the
largest individual importer - third on
19.2%. 

The bottom line is a diversified
and competitive economy. More
than 17,000 Brazilian companies are
now selling to markets worldwide,
the majority of which are not cov-
ered by a free trade agreement. And
over the last decade, Brazil has in-
creased its share of world trade from
0.9% to 1.13%.

On the import side, raw materials
account for 51.3% of the total, with
capital goods 20.9% and consumer
goods just 11.5%. 

Cotton (above), coffee (above right) and
beef (right) are all increasing their

productivity and pest resistance thanks to
government-sponsored research.
Technology is a priority for Brazil

throughout the economy.
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Seen from India, IBSA - the India-
Brazil-South Africa Dialogue Forum -
makes complete sense, from both
the political and diplomatic perspec-
tive as well as the economic and
commercial point of view. 

India has become fashionable.
The country is being openly courted
by the great powers and is staking
its claim as the new economic fron-
tier of the 21st Century, thanks to a
combination of the assets that have
been accumulated since the start of
the Nineties through consistent poli-
cies, despite changes in government,
together with the scale of the invest-
ments needed to maintain the in-
tense pace of growth and the strate-
gic position that the country occu-
pies in the global context.

It is impressive to see the fascina-
tion that the Indian market holds,
ever more strongly, for businessmen
from all corners of the globe. Hotels
in New Delhi are packed with visiting
executives, particularly from October
through April when the climate is
more pleasant. In truth, India today
is like China 15 years ago, but with
the advantage that it has solid insti-
tutional structures, an experienced
business community and world-class
technicians. What's more, English is
widely spoken.

However, we must look beyond
the current modernization project if
we are to explain India. All countries
are affected by their circumstances,
but the impacts of history on Indian
reality have been unique. The Indian
nation, with its paradoxes, is the

promoting the union be-
tween developing na-
tions. Today, the empha-
sis on development and
the independence of po-
sitions in regional and in-
ternational circles remain
central pillars of Indian
diplomacy. The tradition
launched by Jawaharlal
Nehru, leader of the
Congress Party and of

the independence movement, has
deep roots within Indian society and
remains alive in the governing coali-
tion which is headed by the same
party.

The Indian context is auspicious
for IBSA. As a pioneer mechanism
for articulation and cooperation be-
tween three great developing coun-
tries, IBSA from the Indian point of
view has both practical importance
and symbolic value. It simultaneously
strengthens common positions with
respect to major international issues
and gives a new, dynamic profile to
the ideal of South-South coopera-
tion.

The moment is equally favorable
for IBSA in Brazil, where 2005 was
an historic year for foreign trade, not
just because of the overall volumes
but also marking the first time that
Brazil sold more to developing coun-
tries than to the developed world.
We exported US$62 billion to the
South and US$56 bil l ion to the
North. Statistics show that Brazilian
exports to other developing nations
are growing twice as fast as those to

fruit of age-old traditions and philo-
sophical conceptions. These shape
social relations and the vision the
country has of its role in the world.
Back in 1908, Mahatma Gandhi em-
phasized that “Western civilization is
but a hundred years old” and for
that reason suggested that “we
should treat the lessons of Europe
with reservation.” In another inter-
view, at the start of the First World
War, Gandhi stated that “satyagra-
ha”, or peaceful resistance, was the
pathway not just to Indian indepen-
dence, but also to world peace.
From these declarations of the spiri-
tual leader who, better than any
other, interpreted the Indian soul, I
understand that, first, India has a
dignified and noble image of itself,
and second, the concept of time in
this country is elastic and very differ-
ent from that which prevails in other
latitudes.

In l ine with the teachings of
Gandhi, India's foreign policy since
the birth of the Republic has been
directed to the preservation of free-
dom of political organization and in

developed countries. Since the start
of the 21st Century our exports to
the South have grown by 214%;
those to the North just 99%. In the
same period, imports from countries
in the North have grown by 33%
while those from the South have ex-
panded 111%. There is a clear trend
for developing countries to increase
their relative importance. In short -
tomorrow's markets are in the
South.

Brazil's trade with India and
South Africa is proof of this dy-
namism. Bilateral trade with India is
up 383% since the start of this
decade. With South Africa, the in-

Brazilian cinema to be shown in Asia
and Africa. Brazilians can teach Indi-
ans football - why not? - and we can
become better acquainted with
ayurvedic medicine. Dialogue about
our individual experiences in the ed-
ucational, academic, social, environ-
mental, health and other sectors will
offer valuable clues for solutions that
have been tried by our partners. Co-
operation in areas such as energy,
space, nuclear technology, IT and
biotechnology will strengthen the re-
search, common undertakings and
interests of the three partners in in-
ternational discussions. Greater in-
terchange of researchers, artists and

journalists will bring the three
countries and their respective
regions closer. And all of this
will help to increase confi-
dence and generate business.

These topics wil l  be
among items on the agenda
at the Third Ministerial Meet-
ing of IBSA, to be held in Rio
de Janeiro from March 28
through 31. The conclusions
of the Foreign Ministers will
be sent to the Heads of Gov-
ernment of the three coun-
tries, who have a meeting
scheduled for September,
also in Brazil. 

The omens are good. If
we wait to act, the spaces
that today exist will be filled

by many others who are interested
in the opportunities now available.
At some moments, Indian business-
men might seem to show more en-
ergy in seeking out opportunities in
Brazil that vice-versa. In other sectors
it might be ourselves and the South
Africans who show more interest, or
are more open to getting together.
But the ball is in play. What's impor-
tant is that Brazilian society and
within it the business community be-
comes aware that IBSA is timely, re-
alistic and promising. In this way we
can more quickly maximize the ben-
efits of the partnership.

which should culminate in a trilateral
free trade agreement. With the entry
of Venezuela into Mercosul, this
would involve 11 countries, a com-
bined population of over 1.3 billion
people and joint economic product
of over US$2 trillion. As a group,
these countries are rich in raw mate-
rials and energy, they are competi-
tive in agriculture, industry and tech-
nology, and they are increasingly re-
spected as service providers.

IBSA will undoubtedly face diffi-
culties. Perhaps the greatest is the
distance between us, both geo-
graphically and culturally. However,
the airlines will save many hours of

“A new, dynamic profile for 
South-South cooperation” 

By José Vicente de Sá Pimentel, Brazilian Ambassador in New Delhi

B R A Z I L  -  I N D I A

Ambassador José Vicente de Sá Pimentel.

The Baha'i Lotus Temple in New Delhi: modern expression of traditional values.

crease was 317%. But however im-
pressive these numbers might look,
they are still way below the potential
of the three countries, which individ-
ually represent something like just
2% of each other's foreign trade.

In 2005, Mercosul signed prefer-
ential agreements with India and
with SACU, the Southern African
Customs Union. Putting aside their
symbolic value, these accords have
yet to make any significant impact
on the degree of mutual access in
the respective markets. More impor-
tant however is to stress that the ex-
ercise has set in motion a process

airport time by simply synchronizing
their flight times between Rio de
Janeiro, São Paulo, Johannesburg,
Cape Town, Mumbai and New Delhi.
Cheaper fares and attractive pack-
ages will promote interchange at the
personal level, stimulating tourism,
which will also benefit from com-
mon cultural activities in the areas
where the three countries excel -
music, dance and the audiovisual
arts. Lower charges and faster con-
nections wil l  lead to growth of
ocean freight, while co-distribution
agreements for films will bring Bolly-
wood to Brazil and pave the way for
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ment, hosting the 2002 UN confer-
ence on the subject. In this way,
South Africa provided continuity for
the “Rio 92” event held 10 years
previously in Brazil.

Thus it was that Brazilian diplo-
macy became aware of a country
with aspirations similar to our own
of occupying a place of prominence

themes such as electronic gover-
nance and digital literacy.

I suspect, however, that the de-
termination of President Lula to in-
crease the significance of Brazil's re-
lations with the African continent
would of itself have led to an expan-
sion of our bilateral relationship with
South Africa. The unique contribu-

amongst themselves on issues of
current importance in international
debate, India, Brazil and South
Africa have reinforced their capacity
for influence in the various mecha-
nisms that are relevant to global
governance. Should any doubt re-
main as to the value of this trilateral
activity, and in particular its interna-

Brazil's relationship with South
Africa is in many ways relatively re-
cent - effectively little over ten years
old. Although Brazil has maintained
diplomatic relations with Pretoria
since 1948, our relationship did not
blossom, mainly because of Brazil's
repudiation of apartheid.

It was only when South Africa's
first majority government took of-
fice under Nelson Mandela in 1994
that Brazil launched a real diplomat-
ic offensive to forge closer ties with
Pretoria.

Since then, the two countries
have encouraged visits in both direc-
tions and have negotiated a wide
range of agreements, for example in
the areas of culture, science, tech-
nology, and technical and commer-
cial cooperation. These have created
a legal foundation on which to build
the bilateral relationship.

Perhaps the most import agree-
ment, in terms of symbolizing our
desire to strengthen ties with South
Africa, has been the visa exemption.
This of course greatly facilitates the
movement of citizens between the
two countries. In place for almost
ten years now, this agreement con-
tinues to have the effect of demon-
strating Brazil's sympathy for a peo-
ple who, under the pass laws, suf-
fered such a clear restriction on the
basic human desire to come and go
with the maximum of freedom. And
for Brazilian citizens - who are them-
selves frequently subject to exces-
sively rigorous regulations when
seeking a travel visa - the visa ex-
emption immediately sparks a posi-
tive reaction.

This has undoubtedly con-
tributed to the growth in commer-
cial flights between the two coun-
tries, passing from one a week to
seven a week since South Africa has
been fully democratic. And speaking
as a passenger, I feel there is room
for yet further expansion of fre-
quencies on this route.

Commerce has been growing in
the same way. The bilateral flow has
jumped from just US$320,000 in
1993 to US$1.7 billion in 2005. This
growth must be seen as a major
achievement, given the various diffi-
culties we faced when South Africa
established democracy: our two
countries knew little about each
other; there were language barriers
and a dearth of air and sea links;
and a lack of traditional commercial
ties such as those that South Africa
has traditionally enjoyed with the
United Kingdom, the former colonial
power, and with the Anglo-Saxon
world in general.

Finally, in 1994, conditions be-
came appropriate for the two At-
lantic neighbors to get to know each
other better at all levels and to inter-

act more and more.
Brazil has learned

much about South
Africa - particularly
the new South
Africa. Amongst
other things, we saw
that with the advent
of democracy, Preto-
ria was disposed to
radically alter the
profile of its diplo-
matic activity. The
country could forget
its struggle against
growing internation-
al isolation, which
was a consequence
of apartheid, and open up to the
world.

In doing this, South Africa proved
to be more skillful and capable than
some might have anticipated. De-
spite the staff restructuring that took
place throughout the public service,
the country was successful in devel-
oping a diplomatic strategy that em-
bodied not only continental weight,
but also global resonance.

South Africa naturally became
involved in subjects within the in-
ternational agenda that related
more directly to its historic experi-
ence - for example, by hosting the
2001 UN Conference Against
Racism. But it went much further,
playing a central role in debates on
all major international questions.
Showing the same degree of lead-
ership that it brought to the ques-
tion of racism, the country has
dealt with the question of the envi-
ronment and sustainable develop-
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IBSA has enhanced the relationship 
By Lúcio Amorim, Brazilian Ambassador in Pretoria

B R A Z I L  -  S O U T H  A F R I C A

on the international stage. And, as
we observed the evolution of South
African positions, we discovered a
high degree of converging interests.

The government of President Luiz
Inácio Lula da Silva was extremely
conscious of the global projection of
the new South Africa and we built
that into our foreign policy strategy
when we accepted Pretoria's invita-
tion to join with India in forming a
new trilateral body called IBSA, the
India-Brazil-South Africa Dialogue
Forum.

From my perspective as Brazilian
Ambassador to South Africa, I can
see that creating IBSA has served as
a catalyst for activities that were a
regular part of the bilateral relation-
ships within the group. For example,
IBSA has been fundamental to accel-
erating our establishment of a dia-
logue with South Africa about the
information society and related

tion of IBSA, in my view, has been its
aspect of a partnership that looks
outwards, to the world.

It is clear to me that this has been
well understood throughout the var-
ious areas of the public service in
Brazil which, under the coordination
of the Foreign Ministry, have partici-
pated in the Dialogue Forum.

Effectively, various Sectorial
Working Groups within IBSA have
not just taken under their wing ac-
tivities that are inherent to intra-
group relations, but also have
sought coordination on issues within
the realm of wider international dis-
cussions. It is perhaps even more fit-
ting that the same thing happens
with diplomacy. As we can see from
the group communiqués, when the
foreign ministers of the three coun-
tries meet, they frequently focus on
major global issues.

In this way, by coordinating

tional impact, I would recall that
IBSA played a widely recognized
role at the World Trade Organiza-
tion meeting at Cancun in 2003.

Brazilian Foreign Minister Celso
Amorim, in an article entitled “The
Lesson of Cancun” (“Lição de Can-
cún”), when referring to the forma-
tion of the G-20 group, stated that
that WTO meeting showed it was
“possible for the developing coun-
tries to come together in a construc-
tive manner around common plat-
forms which, at the end of the day,
coincide with the objectives of the
WTO itself.” Some analysts went so
far as to identify IBSA as the seed of
the G-20.

In conclusion, IBSA has enhanced
the relationship between Brazil and
South Africa, above all by strength-
ening our dialogue on international
issues and by creating a platform for
coordinated action.

Pretoria: The beautiful 1913 Union Building is the presidential residence and seat of the executive branch of government.

Brazilian Ambassador Lúcio Amorim
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How Brazil's 
competitive sectors
were identified

In order to identify Brazil's best
opportunities for exports to South
Africa and India, the first step was to
identify products in which Brazil is
most competitive with respect to the
world in general. To do this, the
study used the “index of revealed
comparative advantage”, a analytical
tool that compares the relative par-
ticipation of specific products in the
total exports of one country with the
participation of the same products in
total world trade. 

This indicator must be treated
with a certain caution, because it as-
sume that trade flows are not affect-
ed by extraneous factors such as
subsidies, discriminatory tariffs,
quantitative restrictions and other in-
struments of trade distortion, which
of course is not the case in the real
world. A very competitive product
that is subject to high import tariffs
in major international markets will
probably sell less than its potential,
and thus not stand out so much
among the others. However, this is a
problem that affects all trade indica-
tors. Moreover, as Brazil is a global
trader, selling to virtually the whole
world, rather than having its exports
heavily concentrated on a few mar-
kets, this problem tends to be miti-
gated by the presence of countries
having protection regimes differenti-
ated by type of product.

In the period 2001-2003 Brazil
exported 3,636 products, using the
six-digit level of the Harmonized Sys-
tem (HS). Of these, 804 revealed a
comparative advantage. These prod-
ucts represented only 26% of the
total number of items exported by
Brazil, but 83% of total sales by
value.

Of these 804 more competitive
products, the study then selected
Brazil's 200 top sellers in terms of
value, representing about 75% of

Brazilian exports by value. This list
was then analyzed separately for
India and South Africa.

Spotting opportunities
in South Africa

The next step was to check
whether South Africa did in fact buy
Brazil's top 200 products. This re-
duced the study list to 193, given
that seven items were not imported
by that country from any source. 

Total South African importation
of these 193 products averaged
US$5.7 bil l ion in the biennium
2003-2004, and Brazil's average
participation in the South African
market for these products was
5.7%.

Manufactured products dominat-
ed the list. Of the 193 products im-
ported by South Africa, only 38 were
agricultural (HS chapters 1-24), led
by meats and prepared foodstuffs. In
the industrial sector, automotive
products were prominent (about
10% of goods were from HS 87).
Organic chemicals, several products
from the chemical industry, wood
and wood products, footwear and
similar goods, electrical and mechan-
ical machinery and equipment also
appeared with a significant number
of items.

South African is a sizeable market
for various products in the cate-
gories of meats, soy residues, inor-
ganic chemicals, chemical industry
products, plastics, rubber, footwear,
nickel, electrical and mechanic ma-
chinery and equipment, motor vehi-
cles, tractors and aircraft. However,
the country is only a minor importer
of products like citric fruits and
melon, oil seeds and fruits, meat
preparations, vegetable prepara-
tions, alcoholic spirits and beverages,
salt, sulfur, stones, plaster, ores,
resins and essential oils, albumin ma-
terials, leather articles, garments,
pearls, precious stones, zinc, and ar-

ticles of base metals.
Brazil already has a high share

(defined as over 20%) of the South
African import market for 40 prod-
ucts within the selected 193. The
most relevant are meat products,
meat and vegetable preparations,
soy oil, sugar, tobacco, white clay
(kaolin), dentifrice, hides and leather,
articles of stone and plaster, ceram-
ics and aluminum. However, for
about half of these products, the
total value of South African imports
is small, suggesting that they do not
represent enormous market poten-
tial.

At the other end of the scale, re-
searchers identified 40 products that
were not exported by Brazil to South
Africa in the last biennium. In other
words, they had market participation
of zero. For a further 37 products,
Brazil's participation was below 1%.
Thus, within those 193 competitive
products they arrived at a block of
77 items where Brazil is globally
competitive, and has substantial
global sales, but whose potential is
apparently under-exploited in South
Africa.

Brazil is biggest supplier to South
Africa for 26 of the 193 selected
products and is among the top three
for another 58. European countries
are Brazil's main competitors in
South Africa, and it is important to
recall that the EU has privileged ac-
cess to the South African market
thanks to a free trade agreement.
Other significant competitors are the
United States, China, India, Aus-
tralia, Malaysia, Thailand and African
countries such as Mozambique and
Zimbabwe.  

A strategy for the
South African market

The study suggests that Brazil's
best approach is focus trade promo-
tion and trade negotiation efforts on
those products that demonstrate the

Funcex, the Rio-based
Foundation Center for
Foreign Trade Studies,
recently concluded a study
commissioned by the
Brazilian Foreign Ministry
examining trade relations
between Mercosul, India
and SACU, the Southern
African Customs Union,
and looking specifically at
opportunities for Brazilian
exporters within IBSA.

The study concluded
that while South Africa and
India are not yet major
destinations for Brazilian
exports, they are large and
dynamic markets where
Brazilian exports have
been growing faster than
to the rest of the world.

“There is room for
Brazilian trade promotion
and trade policy initiatives
in those markets. In the

case of India, freight costs
for Brazilian products may
represent a disadvantage
in competing with other
suppliers. In both cases,
further preferential tariff
liberalization could be an
important tool for trade
expansion,” the study
concluded.

Following is an edited
summary of parts of the
Funcex study.
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Brazilian exports to 
South Africa and India 

T R A D E

Cape Town: Tourism is a priority for IBSA.

Spotting opportunities and planning strategies
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words, 160 of the 192 products
where Brazil holds a global compara-
tive advantage faced average Indian
tariffs of 25% or more.

The highest tariff levied by India
on the 192 products was 182% on
ethyl alcohol. Ten other products in-
cluding coffee, sugar, automobiles
and motorcycles faced tariffs of
100% or higher. Only one item on
the list had a zero tariff, while air-
craft paid 3% and seven items, in-
cluding iron ores, wood and cellu-
lose, incurred 5%.

Focusing specifically on the prod-

ucts where Brazil has a global com-
parative advantage and India has
substantial imports, researchers
found that four of the 11 chapters in
the first group - imports over
US$100 million a year - had an aver-
age tariff of 30% or higher. In only
three chapters was there a conver-
gence of low Brazilian market share,
high values of imports and high tar-
iffs relative to that applied by India
on the 192 products. These were
plastics (chapter 39), precious stones
(71) and iron, cast iron and steel (72).

In the second group, with im-

ports of US$20--100 million a year,
seven chapters had an average tariff
of 30% or higher. Five of them com-
bined low Brazilian market-share, a
substantial value of imports and tar-
iffs that were high in relation to the
rates most widely applied by India
for the 192 selected products. These
were coffee (chapter 9), other chem-
icals (36), paper (48), articles of iron
and steel (73) and motor vehicles
(87).

Global competition

Brazil's competition in the Indian
market comes from developed and
developing countries alike. In agri-
cultural products (except meats) the
developing countries are relatively
important, especially Asian neigh-
bors Indonesia, Malaysia, Thailand,
Bangladesh, Singapore and Sri
Lanka. The United States, Japan,
some EU members, China and Korea
are increasingly significant in manu-
factured items.

Brazil is the lead supplier to India
of frozen orange juice, essential or-
ange oil, slate, ferro-niobium and
levelers. With the exception of the
last item, however, Indian imports in
these categories are small, below
US$4 million a year in the biennium
2003/2004.

Analyzing the list of 192 products
of particular interest to Brazil, re-
searchers found that India has a very
diversified supply profile. The Euro-
pean Union was the top supplier for
48 products, China for 25, and the
United States for 17. Developed
countries of the Asia-Pacific region
were also significant with Korea
leading in 17 categories and Japan,
15. Other segment leaders were
neighbors Indonesia (8), Thailand (6)
and Singapore (5). 

The inevitable conclusion is that,
when it comes to exporting to India,
Brazil's globally competitive products
face global competition.

greatest potential for export expan-
sion in the South African market. To
select the target products, it is useful
to add two additional criteria to
those already discussed:

-The overall size of the South
African market for a particular prod-
uct - if it is small, there is less point
in investing to promote sales; and

-Brazil's current penetration in
each segment - where this is cur-
rently lower (defined as under 10%)
it will probably be easier to win addi-
tional share.

By focusing only on products
with a significant market size in
South Africa, and where Brazil today
has penetration of 10% or less, re-
searchers arrived at a priority list of
87 products. Highlights are the
wood and furniture sector, paper,
footwear, metallurgical products,
electric and mechanical motors and
equipment, motor vehicles, auto
parts and aircraft. 

The average ad valorem tariff ap-
plied by South Africa is 10.4%,
while the maximum is 42.5% for
many of the products which appear
with 8 digits in the nomenclature,
particularly those from the automo-
tive sector. Several other products
are subject to high tariffs, for exam-
ple meats and meat preparations at
40%, fruits at 35%, footwear at
30%, tires at 32.5%, refrigerators at
25%, cathode ray tubes at 25% and
cotton fabrics at 22%. Some prod-
ucts also face specific or composite
tariffs, although South Africa impos-
es few non-tariff barriers.

Spotting opportunities
in India

Using a process similar to that de-
tailed above, the Funcex study iden-
tified 192 products imported by
India where Brazil has a comparative
advantage. The average annual
value of Indian imports of these 192
products in 2003/2004 was US$5.01

billion, and the average Brazilian
share in these imports was 4.1%.
However, only 95 of these 192 prod-
ucts were in fact exported by Brazil
to India during this period, and 97
were not, suggesting there may be
considerable potential for improve-
ment.

Of the 95 selected products that
Brazil did in fact sell to India, 42 en-
joyed shares of 1% or less of their
respective import segments. Adding
on the 97 items that had import
shares of zero, researchers thus iden-
tified 137 items where Brazil has a
global comparative advantage, but
very low sales to India. 

At the other end of the scale, 12
Brazilian products commanded an In-
dian import market share exceeding
20%, with another seven in the
10%-20% range. Most of the 12
Brazilian products with an import
market share exceeding 20% were in
low-volume segments, showing an-
nual import values under US$5 mil-
lion in 2003/2004. Soy oil, iron ores
and levelers were the only products
where imports enjoyed a significant
share of their respective Indian mar-
ket segment, and where Brazil had
high participation in those imports.

Under-performing in
key sectors

Researchers then analyzed the
same 192 products using data ag-
gregated at the HS two-digit level,
and found them distributed through
52 HS chapters. However, Indian im-
ports of these items were highly
concentrated, with 11 chapters ac-
counting for 83.8% of the total im-
ported from all sources for these
products. They found several items
from the metals categories (HS chap-
ters 72, 75 and 76), machines and
mechanical equipment (84), electri-
cal equipment (85), aircraft (88), cot-
ton (52), cellulose (47), plastics (39),
precious stones (71) and animal and

vegetal fats and oils (15). In eight of
these chapters, Brazil's share of ex-
ports to India was lower than its
share of exports to the rest of the
world. Only in chapters 15 and 75
was the Brazilian average markedly
above the average for the 192 prod-
ucts. This suggests that for the ma-
jority of the chapters where India's
import market is greater than
US$100 million/year, Brazil's partici-
pation is low, even when compared
to the average market share of the
192 selected products. 

Analyzing the products in mid-
range market segments where Indi-
a's total annual import value lay be-
tween US$20 million and US$100
million, researchers found products
in 12 chapters, representing 13.4%
of total Indian imports of the 192
products. Five of these chapters be-
long to the chemical/rubber sectors,
two to the metal products sector
(chapters 73 and 74), and one each
to leathers and hides (41), paper
(48), automobiles (87), ores (26) and
coffee (9). Only in chapters 23 and
26 did the Brazilian import market
share clearly exceed the average for
the 192 products. 

In other words, Brazil would ap-
pear to be under-performing in the
great majority of the 23 chapters
where Indian imports were US$20
million a year or more, and where it
enjoys a comparative advantage in
the rest of the world. This in turn
suggests that Brazil's best export op-
portunities are probably located
within these chapters.

Tariffs

The average Indian tariff (at the
six-digit level) most widely applied to
the 192 products where Brazil has a
comparative advantage was 30%,
affecting 110 of the 192 products.
There were 31 products facing an
average tariff of 25% and 19 be-
tween 30% and 45%. In other
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Brazilian poultry: winning new markets around the world.


