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Leaders of three major democratic developing nations spanning three
continents take a major step forward in consolidating their innovative

South-South cooperation pact. Growing ties in many sectors, the
involvement of businessmen, academics and artists, and initiatives in
education, culture and tourism will help make IBSA a reality for more

and more people.

IBSA HOLDS HISTORIC 
1ST SUMMIT OF HEADS 

OF GOVERNMENT

When Prime Minister Manmohan Singh of India, President Thabo Mbeki of South Africa and
President Luiz Inácio Lula da Silva of Brazil meet September 13th in Brasília for the 1st Summit of
Heads of Government of IBSA, the India-Brazil-South Africa Dialogue Forum, they will be taking an
important step along the path to consolidating what many see as the world’s most innovative new
process for building South-South relations.

The Summit crowns almost four years of diplomacy and growing bonds between three major de-
mocratic developing nations. Created 2003, the IBSA initiative has already born fruit in a coordinated
negotiating position on international issues, most noticeably world trade, and is spawning a host of
cooperation programs on everything from IT and transport to agriculture and alternative energy.

Brazilian External Relations Minister Celso Amorim told “Brazil a Brand of Excellence” that the
Summit signals the maturing of the three-nation pact and reinforces the process of South-South in-
tegration, a goal of Brazilian external policy. “We believe that invigorating cooperation and process-
es of understanding between countries of the South can - without neglecting our important rela-
tions with developed countries - offer a decisive contribution to the balanced development of our
nations,” Amorim said.

He said the Summit would asses progress in trilateral cooperation in the areas for which IBSA
Working Groups have been established: trade and investment; transportation; energy, agriculture,
climate change, education, health, culture, public administration, social themes, science and tech-
nology, the information society, tourism and defense. Some have already seen important progress.
In science and technology, for example, there is exchange of experience in nanotechnology,
oceanography, health and biotechnology while in energy, cooperation is likely to focus on biofuels,
wind power and solar energy. Amorim said that agreements might be signed in maritime trans-
portation, agriculture, energy, technical norms for trade and the information society. The countries
will consider the option of establishing a working group to examine formats for a possible trilateral
free trade agreement. And the three leaders will discuss matters on the international agenda, seek-
ing to further harmonize positions in forums such as the UN and the WTO.

The Brazilian External Relations Minister said the three countries would seek to advance under-
standing about alternatives for a resumption of the Doha Round, about how to move ahead with
UN reform, and about development of alternative energy sources such as ethanol and biodiesel.
Signature, during the Summit, of a trilateral agreement on maritime transportation would complete
the legal framework needed to establish more direct connections between the three countries,
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IBSA leaders meet with colleagues from China, the Congo and Mexico during the 2006 G8 Summit in St. Petersburg, Russia.

something essential to developing
trilateral trade.

Asked what might be the next
steps in IBSA, following on from the
Summit, Amorim said that from
Brazil’s point of view, one of the
most important possibilities would
be consideration of the possible tri-
lateralization of existing preferential
commercial agreements between
Mercosul and SACU, the Southern
African Customs Unions, and Merco-
sul and India. “Creating a commer-
cial preference area between the
three sub-regions would further
stimulate intra-group trade, which is
already around US$7 billion,” the
Minister said. “We would like to see

longer run, the objective would be to
become major global players on vari-
ous global issues. 

Puri said India is supportive of a
possible trilateral free trade agree-
ment: “Our Ministry of Commerce
has been running a Focus Latin
America and Focus Africa since
1997 to promote trade and invest-
ment with Brazil and South Africa,
and this has helped India’s exports
to Latin America grow 637% in the
10 years through 2003-04. Even so,
Latin America today absorbs only
2.8% of India’s global exports. “The
potential is immense,” Puri said.
“We are very optimistic about this
trilateral arrangement. The real
fruits may begin to take place with-
in 3-5 years.”

Puri said he expected agriculture,
energy, IT, pharmaceuticals, biotech-
nology, avionics and infrastructure to
be Indian sectors benefiting most
from IBSA-generated trilateral inter-
action: ”All three of us have carved a
niche in certain areas and with a
closer ties, we can partake in each
other’s success stories.” India, for ex-

of the largest trade groupings in the
world, in terms of potential con-
sumers, with a growing participation
in the world economy.

“This is certainly an ambitious
concept, but it corresponds to the
very real need to form new commer-
cial alliances, which are essential for
development projects and the in-
creased international profile of the
countries involved,” said Counselor
Ernesto Henrique Fraga Araujo, head
of the Brazilian External Relations
Ministry division which is responsible
for relations with the European
Union and for special trade negotia-
tions.

Brazil currently holds the rotating
presidency of Mercosul, and as such
will be giving special attention to
pressing ahead with the idea of a tri-
lateral free trade agreement with
India and the SACU. However, Arau-
jo cautioned, this would be a project
of “long maturity”, not something to
happen overnight, although the
work already done on preferential
trade agreements between Merco-
sul-India, Mercosul-SACU and India-

ample, can learn and benefit from
Brazil’s progress in avionics, ethanol
and biodiesel, and from South
Africa’s advances in liquid fuel tech-
nology, while both Brazil and South
Africa can take benefit from India’s
successes in pharmaceuticals, IT and
biotechnology.

A possible free trade agreement
Brazil sees enormous potential for

increased trade and investment be-
tween the three IBSA partners, and
in this context is discussing with
South Africa and India the formation
of a Working Group to examine pos-
sible structures for a free trade area.
This would involve not just the three
IBSA members but also the other
members of Mercosul and the other
members of SACU, the Southern
African Customs Union. In other
words, a free trade area uniting
Brazil, Argentina, Paraguay, Uruguay,
Venezuela, India, South Africa,
Botswana, Lesotho, Namibia and
Swaziland. Encompassing just over
1.4 billion people - almost 22% of
global population - it would be one

Key dates in IBSA

2003
January Presidents Luiz Inácio Lula da Silva of Brazil and Thabo Mbeki of 

South Africa decide to create a body for South-South 
cooperation, inviting India to join.

June Declaration of Brasilia is signed by foreign ministers of the three 
countries.

September Principles and goals of IBSA are ratified in a special meeting in 
parallel to the 58th General Assembly of the United Nations in 
New York (USA), by President Luiz Inácio Lula da Silva of Brazil, 
President Thabo Mbeki of South Africa and Prime Minister Atal 
Bihari Vajpayee of India.

2004
March Foreign ministers of the three IBSA partners meet in New Delhi 

for the 1st Meeting of the Trilateral Commission.

May Creation of the "IBSA Facility for Poverty and Hunger 
Alleviation", the “IBSA Fund”.

2005
March Foreign ministers of the three IBSA partners meet in Cape Town 

for the 2nd Meeting of the Trilateral Commission.

March Business leaders from the three countries meet in Cape Town to 
create the IBSA Business Council.

August IBSA countries sign trilateral agreement for air traffic.

August IBSA seminar - “Economic Development with Social Equality” in 
Rio de Janeiro.

2006
March Foreign ministers of the three IBSA partners meet in Rio de 

Janeiro for the 3rd Meeting of the Trilateral Commission.

September Business leaders from the three IBSA countries meet in Brasília 
for 1st IBSA Business Summit.

September 1st IBSA Summit of Heads of Government, with President Luiz 
Inácio Lula da Silva of Brazil, President Thabo Mbeki of South 
Africa and Prime Minister Manmohan Singh of India.

it reach US$10 billion next year.”
Amorim termed IBSA an impor-

tant step towards overcoming the
distance and the three peoples’ lack
of knowledge about each other. To
this end, the countries are working
on initiatives in the areas of educa-
tion, culture and tourism, which have
a more direct impact on everyday life,
and the Summit includes meetings of
businessmen and academics. “For
me, IBSA will be truly consolidated
only when it becomes part of peo-
ple’s everyday life,” the Minister said.

A project of the three peoples
Indian Ambassador to Brazil Hard-

eep Singh Puri told “Brazil a Brand of

Excellence” that for his country, IBSA
represents not only the coming to-
gether of the three major democra-
cies of Asia, Africa and Latin America
but also an important voice in inter-
national relations. 

“IBSA has come a long way,” Puri
said. “I feel this summit will orient
our countries to meeting the Millen-
nium Developmental Goals in a con-
certed manner through sharing of
each other’s developmental experi-
ences and encouraging other coun-
tries in their respective regions to
emulate those experiences.” He
noted IBSA countries were close to
signing Memoranda of Understand-
ing in shipping, standards and tech-
nical regulations and agriculture. 

Puri said political issues at the
summit were likely to include UN re-
form, the Doha Round, renewable
energy technologies, environmental
issues and the effective implementa-
tion of the Convention on Biological
Diversity, especially the rights of
countries of origin over their own ge-
netic resources and the protection of
associated traditional knowledge.

“We have our plate full for the
historic first-ever IBSA summit,” he
said.

The Ambassador said he hoped
the summit would help transform
IBSA from a project of governments
to a project of the three peoples. “I
expect earnest and growing interac-
tion between businessmen, acade-
mia, students and cultural entities of
the three countries - the barriers
borne of distance need to be over-
come.”

Governments must provide the
initial impetus on trade and invest-
ment but businessmen and business
organizations must play their part.

The short and medium term ob-
jective is to increase trade and invest-
ment, with the three countries pro-
moting closer cultural and education-
al interaction and helping each other
meet the Millennium Development
Goals sooner rather than later. In the
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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 1.13 billion 187 million 47 million 

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

The IBSA Fund - Tackling social problems in Haiti; explaining simple
ways to improve rural productivity in Guinea-Bissau.

product of developing countries is
expected to grow up to twice as fast
as that of developed countries. Some
developing countries are set to
match the economic size and
growth, demographics, patterns of
global demand and currency move-
ments of the developed economies
of today. South-South trade, for ex-
ample, grew at the rate of 11% an-
nually during the past decade, with
trade in services also registering a
rise, while Africa’s trade with Asia in-
creased from around US$6 billion to
just under US$18 billion.”

The emergence of this “new ge-
ography of trade and economics”,
the UNDP said, together with im-
proved policies and institution-build-
ing in many developing countries and
the “increased sophistication of eco-
nomic alliances and partnerships be-
tween and among States, civil-society
organizations and the private sector”
– of which IBSA was an example –
added up to “greater promise for
scaling up South-South cooperation
with more tangible results.” 

IBSA and South-
South Cooperation

As President Lula
notes in his message
in this edition, IBSA
was conceived as a
way to breath new
life into South-South
cooperation. The goal
was to create the dy-
namic, efficient nucle-
us of a South-South

organization spanning three conti-
nents and bringing together three
great democratic nations of the de-
veloping world, not in the manner of
an exclusive club but rather as a nu-
cleus to help promote South-South
initiatives embracing other countries
within the three regions.

The idea of South-South dialogue
is not new. But IBSA is helping to
forge a new path.

Reporting on the growth in
South-South collaboration (“Third
cooperation framework for South-
South cooperation 2005-2007”), the
United Nations Development Pro-

political side of IBSA.
Araujo said the commercial po-

tential derived not just from the com-
bined size of the economies and
populations potentially involved, but
also from the dynamism of the re-
spective private sectors, from their
growing technological capabilities,
from the key positions they occupy in
their respective continents and from
the fact that all are actively pursuing
policies aimed at promoting econom-
ic growth and social development.
The three economies are largely com-
plementary, and in many areas there
is scope for integration of production

that will help them compete more
effectively in third markets. Recipro-
cal investments have grown sharply
in recent years and would be certain
to expand much more in the scenario
of a wide-ranging commercial nego-
tiation such as the one now under
consideration.

gramme noted that “the emergence
of multi-State groupings such as that
amongst India, Brazil and South
Africa (IBSA) and the Group of 20
has also advanced the prospects for
more inclusive globalization.”

The UNDP said that “over the
next few years, the gross domestic

SACU represents a good base from
which to start. 

“A network of mutual interests is
taking shape, and attracting grow-
ing interest from the private sector
and generating business,” he said,
noting that efforts towards a trilater-
al FTA would be reinforced by the
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The India-Brazil-South Africa 
Dialogue Forum: Bringing 
our visions closer and our 

partnerships tighter

P R E S I D E N T I A L  M E S S A G E

The India-Brazil-South Africa Dia-
logue Forum was the first foreign
policy initiative of my government,
conceived on the day I took office
when President Thabo Mbeki of
South Africa and I agreed to inject
new momentum into South-South
cooperation.

Some initiatives already existed,
such as the G-15, comprising devel-
oping countries; the United Nations’
G-77; and the non-aligned nations.
Yet President Mbeki and I were con-
vinced of the urgency to do some-
thing that would have an effective
and immediate impact. Our first ini-
tiative should be small, but with
great potential.

Bringing countries closer: a new
strategic partnership

We invited India to complete the
group of three major democracies,
characterized by their multicultural-
ism and racial diversity, each from a
different continent and with recog-
nized leadership among developing
countries. 

IBSA is a pioneer initiative that
brings together countries with a
combined population of almost 1.5
billion people. The joint GDP stands
at US$1.8 trillion, equal to US$6 tril-
lion if measured at purchasing power
parity. Total trade between the three
partners is US$4.4 billion, and grow-

ing fast. The three economies com-
plement each other in various impor-
tant ways, with technical and tech-
nological synergies.

We adopted an Action Plan to
promote trilateral cooperation activi-
ties on a range of subjects as ambi-
tious as our partnership: agriculture,
energy, health, defense, information
technology, biotechnology and
transportation. The strong growth of
tourism among our countries high-
lights IBSA’s basic motivation: our
peoples’ desire to get to know each
other more, so that we might work
together better.

The IBSA Business Council, a
partnership between the countries’
main industrial and trade federa-
tions, is a forum to discuss how to
increase trade, facing up to issues
like the harmonization of standards,
technical barriers to trade, logistics
and finance. We are expanding the
Preferential Trade Agreements be-
tween Mercosul, India and the
Southern African Customs Union
(SACU), seeking a trilateral free
trade agreement which promotes a
new model for South-South rela-
tions. Negotiations to improve air
connections between our three
countries have the same goal.

IBSA also offers a promising out-
look for scientific and technical co-
operation. Specifically in the area of

biofuels, we are working for a part-
nership to make ethanol and
biodiesel safe, clean and cheap alter-
natives to the world’s current depen-
dence on fossil fuels. 

Participation of civil society is cru-
cial in this effort to overcome the
cultural and geographic distances
that have always separated our
countries. Seminars have been
planned to bring together intellectu-
als and create links between univer-
sities and academic bodies. Cultural
events sponsored by IBSA will help
expand mutual knowledge and
awareness of the substantial affini-
ties shared by our nations. With
greater involvement of senior leaders
of the three business communities,
the Business Council will increasingly
leverage mutually beneficial com-
merce and investments. Internet por-
tals, scientific journals, motion-pic-
ture co-productions, tourism pack-
ages, sporting events and inter-
changes of teachers and students
will all help build greater awareness
of IBSA’s potential.

Bringing continents closer:
forging a new international
order

The Brasília Declaration adopted
in June of 2003 made it clear that
our goal is to bring together not just
three countries, but three conti-

of the IBSA governments has com-
mitted an initial US$1 million a year
for the fund.

Bringing societies closer: new
prospects for cooperation

While the 21st Century raises
new opportunities for cooperation,
new threats also present IBSA with
special responsibilities. The strength
of our democracies and their ability
to mobilize joint actions around
common objectives will be funda-
mental for the future of an increas-
ingly interdependent world order so
bereft of legitimacy. In its own very
special way, IBSA combines political
coordination around major interna-
tional issues with actions of trilateral
cooperation. In contrast with other
intraregional cooperation experi-
ences, IBSA has no historical prece-
dents from which to draw inspira-
tion. It was not forged around a spe-
cific unifying concern that might
generate clear economic advantages
or respond to political-military im-
peratives. Rather, it has been an an-
swer to the challenges of today’s
amorphous, undisciplined and un-
precedented globalization.

It is in this light that the leaders
of India, Brazil and South Africa will
meet in Brasília on September 13.
We hope to consolidate this mecha-
nism for political and economic con-
sultation, and to impart renewed
momentum to our dialogue and co-
operation.

IBSA was created at the right mo-
ment and is here to stay. Organizing
IBSA will require perseverance, pa-
tience and creativity but there will
also be hefty dividends, as India,
South Africa and Brazil, each in their
own way and at their own pace,
work to achieve its potential. Sep-
tember’s Summit of Heads of Gov-
ernment in Brasília will be an oppor-
tunity to intensify this dialogue and
to consolidate the future of IBSA.
From Brazil’s standpoint, the future
holds great promise.

nents. IBSA was born out of an
awareness that our foreign policies
are central to reducing our national
vulnerabilities within the context of
globalization. Its agenda focuses pri-
marily on cooperation to strengthen
multilateralism, to promote peace,
security and sustainable develop-
ment, and to fight hunger and
poverty. We are committed to build-
ing partnerships that can improve
the balance of forces vis à vis collec-
tive security (UN Security Council re-
form) and international trade (the
Doha Round). This is an immediate
imperative, which can only bear fruit
with the endorsement of the regions
in which our three countries occupy
strategic positions. The IBSA is an in-
valuable tool to mobilize developing
countries for a less asymmetric,

more independent and more
competitive place in the world
order. 

The capacity to weave our
respective national interests
into a broader strategic per-
spective, overcoming cultural
barriers and economic differ-
ences, was present for exam-
ple in the creation of the G-
20. The atmosphere of trust
fostered by the IBSA among
Brazil, India and South Africa
explains how Brazil and South
Africa, as members of the
Cairns Group, could join with
India, which is much more
concerned with small-scale
and family farming. This coali-
tion of forces changed the
agenda and the dynamics of
negotiations at the WTO. De-
veloping countries are no
longer mere observers of
agreements struck among rich
countries.

This capacity for coordina-
tion and representation ex-
plains how the three IBSA na-
tions have become privileged
partners for dialogue with the
G-8, run by the world’s lead-

ing industrialized powers, to discuss
vital issues on the international
agenda such as aid to Africa, climate
change, environmental protection
and energy cooperation.

We are also aware, however, of
the simultaneous need for immedi-
ate, practical measures in favor of
the countries most dependent on
collective solidarity in our globalized
world. The efforts of South Africa,
Brazil and India in the international
campaign to fight hunger and
poverty led to creation of the IBSA
Fund, which is already financing a
project managed by the UNDP to
promote sustainable agriculture in
Guinea-Bissau. Another project was
approved recently for garbage col-
lection in Haiti, and others are being
planned for Laos and Palestine. Each

A message from President Luiz Inácio Lula da Silva of Brazil

President Lula - Determined to build real South-
South cooperation.
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When business leaders of India,
Brazil and South Africa come togeth-
er in Brasília for the 1st IBSA Busi-
ness Council, they will be taking a
major step towards creating a
unique institution that could help
blaze new trails in real cooperation
between developing nations.

Although IBSA is not yet widely
known among businessmen in gen-
eral - some recent surveys quoted by
researcher Lyal White of the South
African Institute of International Af-
fairs suggest as many as 80% of
businessmen were unaware of IBSA,
while most of those who had heard
of the alliance perceived it as essen-
tially a geopolitical initiative - there is
growing enthusiasm among leaders
of business organizations and those
executives who are better informed
about the prospects for cooperation
between the three major developing
nations.

Responding to questions from
“Brazil a Brand of Excellence” Jerry
Vilakazi, CEO of Business Unity
South Africa (BUSA), an umbrella
grouping of chambers of commerce
and industry, professional associa-
tions, corporate associations and
unisectoral employers' organizations,
and as such the main representative
of business in South Africa, said that
his organization, in addition to rec-
ognizing the importance of IBSA at
the political level, was “strongly
aware of the untapped potential for

growing trade and investment be-
tween the three countries.”

“For South Africa, the vast mar-
kets of Brazil and India are very at-
tractive,” Vilakazi said. “More
specifically the strong position of
India in areas such as affordable
medicine, heavy industrial equip-
ment and competitively priced motor
vehicles require attention.  As far as
Brazil is concerned, the aerospace in-
dustry has already been identified as
having great potential for collabora-
tion.”

He said that trade and investment
between the three countries are al-
ready growing sharply, albeit from a
low base, and he expected the trend
to continue: “On the ground some
businesses are already reaping the
benefits.”

Looking to the 1st IBSA Business
Summit, Vilakazi said the Brasilia
event would give representatives
from the member organizations the
opportunity to develop a better mu-
tual understanding, something that
was a vital step towards forging
closer ties.

While there is naturally much ex-
citement about the long-term poten-
tial for trilateral deals between busi-
nesses in the three countries, Vi-
lakazi said it was likely that the initial
emphasis would be on bilateral
deals. Three-way tie-ups would likely
flow from an increasing exposure to
and familiarity of the business cul-

tures of all three countries, he said.
Looking forward to the possibility

of a trilateral Free Trade Agreement,
something that is under active dis-
cussion at a government level within
IBSA, Vilakazi said it provided “some
interesting challenges” that would
require time to explore. One major
issue requiring priority attention
would be the need to reduce tariffs
and particularly non-tariff barriers
that deter trade and investment.

BUSA, he noted, believes that
trade and investment are fundamen-
tal to exploring the synergies among
the three countries to the benefit of
all three, and by extension also the
developing world as a whole.

India: picking the winners
Jayant Bhuyan, deputy director

general of the Confederation of Indi-
an Industry (CII) and head of CII In-
ternational, said the joint involve-
ment of his organization, the Associ-
ated Chambers of Commerce and
Industry of India (Assocham) and the
Federation of Indian Chambers of
Commerce & Industry (FICCI)
showed the importance they all at-
tach to IBSA.

“The very fact that a 60-member
delegation is expected to go to the
1st IBSA Business Summit in Brasilia
shows that Indian business is looking
to Brazil and South Africa for greater
business ties,” Bhuyan said.

Asked to pick Indian business

sectors that could stand to gain
most from closer ties under IBSA,
Bhuyan highlighted IT for services
and in education, where he saw
good prospects for trilateral cooper-
ation. Other promising areas:

• Energy - India can benefit from
South African and Brazilian expertise
in alternative energy sources.

• Agriculture - Indian companies
can invest in farmland, exporting

raw or processed materials back to
India. Sugarcane plantations for
both sugar and ethanol could be
one example (see story on ethanol in
this edition).

• Infrastructure - India can gain
from Brazilian and South African in-
vestments in roads and ports.

• Transportation - there is huge
potential for civil aviation, especially
if airlines can start scheduled services

linking the three countries. At pre-
sent there are no direct connections
between India and Brazil, flights go
via South Africa or Europe. South
Africa is the preferred route, but
there are insufficient flights.

• Indian railways - For example
Ircon, an Indian railway engineering
company, has supplied engineering
services to Brazil’s FCA (Ferrovia Cen-
tro-Atlantica) and CVRD, the latter
for a 2005 rehabilitation study of
nearly 7,000 km of track. Ircon has
extensive experience of working
with concrete sleepers.

• Health care technology and
pharmaceuticals, in particular AIDS
medication.

The great question, as always, is
how to turn potential into reality.
Bhuyan said the three countries
must try to move towards “seamless
business”. Each country must liberal-
ize its customs regime and seek to
promote free and easy entry and exit
of goods and services, he said. It
was also necessary to streamline bu-
reaucracy for setting up businesses
in other member countries, and to
make investment procedures easier.

Looking ahead to the proposed
Trilateral Free Trade Agreement,
Bhuyan said Indian business wel-
comes any move to work more
closely with industry in Brazil and
South Africa. An FTA, should it tran-
spire, could benefit Indian pharma-
ceuticals, apparel, chemicals, elec-
tronic equipment and metal prod-
ucts, among others. He said Indian
industry did not in principle seek
protection, and noted the country
was already engaged in several FTA
negotiations. However, he recog-
nized that “sectors like coal and
auto components may face pressure
because of a trilateral agreement.”

How fast might it happen? That
would depend in part on the efforts
of businessmen. “Indian business
will certainly look at pushing for this
to happen fast, and we hope that
the political will in all three countries

Building business links for 
South-South development

B U S I N E S S

Automobiles, autoparts, aerospace, alternative energy, ports and highways, 
railway engineering, health care and pharmaceuticals - just some of the vast potential
that business leaders are now starting to see within IBSA - and the Business Council 

is being created to help

Automobile production - One potential sector for business cooperation under IBSA.



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

THE NATIONAL CONFEDERATION
OF INDUSTRY (CNI)

The National
Confederation of
Industry (CNI) is

Brazil’s principal organization
representing industry. Founded
1938, the CNI coordinates a system
of affiliated industry federations in
all 26 states and the Federal District,
totaling over 1,000 employers’
unions. The CNI is active in the
areas of economic and industrial
policy, labor relations, legislative
action, quality assurance,
productivity, technology,
infrastructure and the environment.
It speaks for Brazilian manufacturers
in Mercosul and at the WTO, and in
Brazil’s international trade
negotiations, for example talks for a
possible FTA of the Americas, or a
possible agreement between
Mercosul and the European Union.
The CNI seeks to influence Brazilian
trade policy to promote industrial
exports. Site - http://www.cni.org.br.

CONFEDERATION OF INDIAN
INDUSTRY

The Confederation
of Indian Industry (CII)
is a not-for-profit,
industry-led and

industry-managed NGO that seeks a
proactive role in the country’s
development process. It describes
this role as helping create and
sustain an environment conducive
to the growth of industry, working
with industry and government alike
through advisory and consultative
processes. Founded 1895, it is
India’s leading business association
with over 6,000 direct members
from the private and public sectors,

Business Council would be:
• To develop a Strategy and Ac-

tion Plan for the promotion of trade
and economic cooperation amongst
the three countries;

• To proactively facilitate and en-
courage trilateral business contacts
and networking including a focus on
small and medium enterprises
(SMEs) and small, medium and micro
enterprises (SMMEs);

• To facilitate the participation of
the businesses of the three countries
in the several sectoral initiatives
under the IBSA Dialogue Forum;

• To actively facilitate the forma-
tion of IBSA sectoral forums in spe-
cific industries and services, which
offer viable and sustainable advan-
tages for trilateral business ventures;

• To act as a catalyst in formulat-
ing strategies and building better
linkages for cooperation at multilat-
eral forums including the WTO to
promote the achievement of a fairer
world trade regime; and

• To enable the private sector of
all three countries to play a dynamic
role in carrying out an effective dia-
logue process with the governments
on all sides with special reference to
the suggestion of guidelines and
policies relating to trade and invest-
ment amongst the three countries.

The five organizations also
agreed that the Business Council will
hold annual summits, rotating be-
tween the three countries, with host
country chairing the council in the
preceding year and providing secre-
tariat facilities. They also decided to
carry out research into the IBSA mar-
kets, in particular using a study
called “South-South Trade and In-
vestment Cooperation: Exploring the
IBSA Initiative” then under way with
the participation of three institutes -
the Centre for International Trade,
Economics and Environment (CITEE)
in India, the Institute for Internation-
al Trade Negotiations (Icone) in
Brazil, and the South African Insti-
tute of International Affairs (SAIIA).

also exists for the agreement.”
For his part José Frederico Álvares,

executive manager of the Foreign
Trade Unit at Brazil’s National Con-
federation of Industry (CNI) noted
that the three countries were not tra-
ditional trading partners, and al-
though commerce had been growing
in recent years it was still quite mod-
est in comparison to the potential of
the three countries. The IBSA Busi-
ness Council, he said, should help
create new and profitable opportuni-
ties for business in all countries.

How the IBSA Business Council
was born

The IBSA Business Council will be
an autonomous entity, run by 15
business leaders - five from each
IBSA country - to be chosen shortly.
Five leading business organizations
in the three countries joined forces
to get the Council off the ground.

They are the National Confedera-
tion of Industry (CNI) from Brazil, the

Confederation of Indian Industry
(CII), the Associated Chambers of
Commerce and Industry of India (AS-
SOCHAM), the Federation of Indian
Chambers of Commerce & Industry
(FICCI), and Business Unity South
Africa (BUSA).

The five organizations came to-
gether in March of 2005 in Cape
Town, South Africa and signed an
Agreement to form the IBSA Busi-
ness Council. In this agreement, the
organizations confirmed the need
for organized business in the three
countries to play a “significant role”
at the macro policy level in their re-
spective countries, and expressed
their conviction about the need to
“explore the synergies among the
three countries at the macro policy
level with particular emphasis on
trade policy, including at the multi-
lateral level, and on trade and invest-
ment among the three countries.”

The organizations decided that
the objectives and role of the IBSA

including SMEs and MNCs. Indirectly,
over 98,000 companies are members
via 342 national and regional sectoral
associations. It has 56 offices in India
and eight overseas in Australia,
Austria, China, France, Japan,
Singapore, the UK and the USA. The
CII coordinates IBSA activities for the
other two participating Indian bodies.
Site - http://www.ciionline.org.

ASSOCIATED CHAMBERS OF
COMMERCE AND INDUSTRY OF
INDIA

The Associated Chambers of
Commerce and Industry of India
(Assocham) was created 1920 to
promote Indian industry. Over the years
it has helped promote a better
environment for trade, commerce and
industry. Today it defines its mission as
being “to impact the policy and
legislative environment so as to foster
balanced economic, industrial and
social development” and stresses the
importance of education, health and
the environment as critical success
factors. Site -
http://www.assocham.org.

FEDERATION OF INDIAN
CHAMBERS OF COMMERCE &
INDUSTRY (FICCI)

The Federation of Indian Chambers
of Commerce & Industry (FICCI) was
established in 1927, at the urging of
Mahatma Gandhi, to garner support
for India’s independence and to further
the interests of the Indian business
community. With a current
membership of over 500 chambers of
commerce, trade associations and
industry bodies, FICCI speaks directly

and indirectly for over 2,500,000
small, medium and large business
units employing some 20 million
people. It also has direct
membership of about 2,000
companies from private, public and
multinational sectors. FICCI seeks to
be a proactive body that discusses
issues in a multi-disciplinary forum
consisting of business, academia,
policy-makers and foreign experts.
Site - http://www.ficci.com.

BUSINESS UNITY SOUTH AFRICA

Business Unity South Africa
(BUSA) was created October 2003
through the merger of the Black
Business Council and Business South
Africa. It began operating in January
2004. The merger created the first
truly representative and unified
business organization in South
Africa. BUSA is a confederation of
chambers of commerce and
industry, professional associations,
corporate associations and
unisectoral employers'
organizations. It represents South
African business on macro-
economic and high-level issues that
affect it at the national and
international levels. BUSA seeks to
ensure that business plays a
constructive role in the country’s
economic growth, development and
transformation and to create an
environment in which businesses of
all sizes and in all sectors can thrive,
expand and be competitive. Site -
http://www.busa.org.za.

Building the IBSA Business CouncilWho sells what to whom

Five organizations have worked to create the IBSA Business Council. They are all
leading representatives of business in their countries:
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preferential trade agreement (cur-
rently under negotiation) between
the two nations could expand mutu-
al trade, widen the variety of goods
and services being traded, and pro-
mote investment.

Since 1994, trade between
South Africa and Brazil increased by
268% and was valued at US$660
million in 2002. Presently, three-
quarters of South African exports to
Brazil consist of mineral products,
chemicals and base metals. Major
mining groups such as Anglo Amer-
ican and BHP-Billiton have led the

of cooperation in the aerospace in-
dustry: namely the expansion of
aerospace supply chains; collabora-
tion on aerospace systems in support
of strategic defense needs; and col-
laboration around small and micro
satellites. 

The IBSA Business Council has a
critical role to play in forging busi-
ness linkages and promoting trade
and investment between India, South
Africa and Brazil. It could stimulate
enterprise-to-enterprise deals and ex-
changes, largely through the estab-
lishment of joint ventures and other
strategic partnerships. It could also
facilitate interaction among business-
es, foster the creation of private-pub-
lic partnerships, expand mutual
knowledge, cultivate the sharing of
experiences, and offer support ser-
vices during trade negotiation
processes. 

But in order to succeed, the coun-
cil must work closely with govern-
ments to reduce the tariff and non-
tariff barriers that continue to ham-
per trade and investment coopera-
tion between the three countries.
These include high tariffs, red tape,
corruption, restrictive import licens-
ing, onerous and costly customs pro-
cedures, high transaction costs, non-
transparent certification require-
ments, restrictions on import pay-
ments, frequent port delays, corrup-
tion, insufficient protection of intel-
lectual property rights, and the ex-
cessive use of anti-dumping mea-
sures. 

There is a burgeoning interest
among South African firms in the In-
dian and Brazilian markets. However,
the exposure of South African busi-
nesses to these markets remains lim-
ited. This underscores the need for
the three IBSA countries to deepen
mutual understanding and coopera-
tion, and to improve mutual public
awareness. Adeptly managed, the
IBSA initiative could serve as an ex-
emplary model of South-South eco-
nomic cooperation. 

The advent of the IBSA Dialogue
Forum in 2003 marked a crucial mile-
stone in trilateral cooperation among
India, Brazil and South Africa. It out-
lined a broad agenda for economic
cooperation between the three
emerging powers. The trilateral part-
nership represents a mechanism
through which the three countries
can advance their social and eco-
nomic development objectives. 

One way in which these objec-
tives can be accomplished is by pro-
moting mutually beneficial South-
South business partnerships through
increased trade and investment.
There is recognition among the IBSA
countries that in an increasingly open
and competitive trading environ-
ment, firms need to develop global
marketing, technology and produc-
tion alliances, in order to succeed.
Moreover, there is a realization that
expanded commercial and trade links
can contribute not only towards de-
velopment and poverty reduction,
but also towards better trilateral po-
litical and diplomatic ties. 

The Indian and Brazilian markets
promise significant commercial op-
portunities for South African busi-
nesses. South African investors and
exporters are attracted to Brazil by its
huge and diversified market. Given

its relatively liberal (though still pro-
tected) trade and investment regime,
Brazil is seen as a potential market
for South African exports, and a
growing source of imports. As Latin
America’s largest regional market,
Brazil is also viewed as a springboard
for entering neighboring markets,
such as Argentina, Paraguay,
Uruguay, Chile and Colombia. 

India’s commercial attraction lies
in its immense domestic market,
huge economies of scale in several
sectors, low prices, good manage-
ment and labor, cheap manufactur-
ing capacity, and large and rapidly
growing middle class. It is also seen
as a gateway to other Asian markets
such Bangladesh, Nepal, Sri Lanka
and Maldives. 

Besides their massive internal
markets, India and Brazil have very
positive future growth prospects. A
study by Goldman Sachs found that
over the next 50 years Brazil and
India (together with Russia and
China) could become a major force
in the world economy. India has the
potential to record the fastest
growth over the next 30 years, while
Brazil’s economy is likely to overtake
that of Italy by 2025. Given the
growing interest of South African
firms in emerging markets, this pro-
vides a clear indication of the poten-
tial benefits that can be derived from
investing in the Indian and Brazilian
economies. 

Already, economic relations
among the IBSA countries have
grown appreciably over the past few
years, albeit from a low base. Bilat-
eral trade between South Africa and
India grew by 1,334% over the pre-
vious decade to US$700 million in
2002. Currently, India’s key exports
to South Africa are cotton products,
pharmaceuticals, rice, vegetable
products, f inished leather, and
spices. South African exports to
India include gold, silver, coal, iron,
steel and non-ferrous metals, tex-

Closer commercial ties could be a
boost for South African business

V I E W  F R O M  S O U T H  A F R I C A

Dr. Mills Soko*, a senior lecturer at the University of Cape Town Graduate 
School of Business, predicts IBSA could give South Africa new markets for iron and 

steel, chemicals, aluminum and furniture, with integration potential in sectors 
such as aircraft production.

*Dr. Soko was previously manager of the IBSA
Trade and Investment Project under the auspices
of the South African Institute of International
Affairs

Aerospace - The three IBSA countries have complementary experience and can learn from each other.

tiles, sugar, and mineral fuels and
lubricants. 

Enhanced trade relations with
India could provide South Africa
with access to affordable medicines,
competitively priced motor vehicles,
and heavy industrial equipment on
the one hand, and new markets for
iron and steel, chemicals, aluminum,
and furniture on the other. There is
also a huge scope for growth of
South African exports of value-
added food products into the Indian
market. The conclusion of a bilateral

investment drive in Latin America,
investing heavily in a diverse portfo-
lio of mining operations including
copper, gold, nickel, industrial min-
erals, niobium and coal. South
African imports from Brazil include
machinery, vehicles, vehicle compo-
nents and chemicals. 

Crucial benefits could be gained
from exploiting niches in which
South Africa has an advantage,
from integrating South African man-
ufacturers into strong Brazilian sec-
tors such as aircraft production, as

well as from intra-industry special-
ization in sectors such as automobile
production. Possible gains could also
be derived from cooperation be-
tween South Africa and Brazil on
the development of better techno-
logical capabilities in machinery and
equipment, and in the field of air-
craft and components. The signing
of the SACU-Mercosul preferential
trade deal in 2004 laid the basis for
growth of two-way trade. 

Furthermore, the South African
government and the private sector
have identified three potential areas
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Energy is one of the great themes
of the India-Brazil-South Africa Dia-
logue Forum, with a Working Group
dedicated specifically to the sector.
None of the three countries is rich in
oil, although Brazil achieved self-suf-
ficiency in 2006 after many years
spent pioneering technologies for
finding and producing petroleum
from ultra-deep offshore wells, so all
are interested in developing alterna-
tive sources. India and South Africa
rank 4th and 5th respectively among
world producers of coal, a mineral
that Brazil imports, and South Africa
is big in the transformation of coal
into liquid fuels, while India has ex-
pertise in solar energy - an area
where all three sun-blessed countries
obviously stand to benefit. Brazil is
world leader in the use of ethanol to
substitute petroleum derivatives,
something that both India and
South Africa also do but on a smaller
scale, even though India stands just
behind Brazil as the world’s second
largest producer of sugar, and is the
world’s largest consumer. And Brazil
has launched a national program to
gradually introduce biodiesel, an
area where both South Africa and
India have considerable know-how. 

The three countries, therefore,
see alternative energy as a great and
very promising area for cooperating
and exchanging experience under
the umbrella of IBSA. Energy also
represents a sector that is ripe for bi-
lateral and even trilateral business

deals. As such it is one of the topics
selected for a session discussion at
the 1st Business Summit.

In the Ministerial Communiqué is-
sued in Rio de Janeiro after the
March 2006 meeting of the Trilateral
Commission, the three countries em-
phasized their commitment to “fur-
ther promote the production and
use of biofuels as environmentally
friendly and sustainable fuels which
promote socio-economic develop-
ment, taking into consideration their
global importance.”

The ministers noted that progress
was already being made on the ex-
change of information on renewable
energy and the biofuels value chain,
and they agreed that more emphasis

would be placed on exchange of in-
formation in the areas of energy effi-
ciency and conservation, and hydro-
gen-based energy systems.

Brazil seeks world market in
ethanol

Sugar cane was of course one of
the driving economic forces behind
early European colonization of the
Atlantic islands, the Caribbean and
coastal areas of the Americas. Sugar
came originally from Southeast Asia
but proved exceptionally suitable to
the new lands discovered by Por-
tuguese and Spanish sailors. It was
introduced to Northeast Brazil in the
16th Century as an export crop and
today, Brazil is the world’s largest
producer, followed by India and Aus-
tralia. 

Unica, the association that repre-
sents the sugar cane agribusiness
sectors - basically cane growers and
sugar and ethanol producers - in São
Paulo state, reports that the country
produces no less than 380 million
tonnes of cane, which is processed
at 310 mills, with 41 new plants
under construction. On recent aver-
age the cane crop is transformed
45% into sugar and 55% into
ethanol.

Sugar cane “alcohol”, as it is
popularly called in Brazil, has long
been blended into gasoline to re-
duce the need for petroleum im-
ports. A 5% mix was compulsory as
early as 1931, and during the Sec-

ond World War the Northeast, then
still the largest cane producing re-
gion, mixed 40% ethanol into its
gasoline.

São Paulo is nowadays Brazil’s
leading producing region responsible
for over 62% of the 15.9 million m3
(4.2 billion US gallons) of ethanol
produced in the 2005/06 harvest
year.

The country produces 33.9% of
the world’s sugar cane, which deliv-
ers 18.5% of the world’s sugar and
36.4% of the world’s ethanol. It is,
naturally, the world’s largest exporter
of both items. Ethanol exports in
2005 reached 2.6 billion liters (0.7
billion gallons) - roughly half the
world total - and earned the country
US$765 million FOB. India was the
largest customer taking 414 million
liters (109 mil l ion gallons) for
US$115 million.

Brazilian ethanol companies see
great potential for increased foreign

sales. But this does not mean they
want to squeeze out other produc-
ers, be they in developed or develop-
ing countries. Rather, the Brazilian
strategy is to work with other pro-
ducers to develop a global ethanol
market and to gradually substitute
gasoline as world supplies of petro-
leum increasingly fail to meet grow-
ing global demand.

“The Brazilian private sector does
not have any goals of displacing the
domestic ethanol industry in the
USA,” Unica President Eduardo
Pereira de Carvalho told US Senators
in June of this year, testifying before
their Foreign Relations Committee.
Rather, he said, the two countries -
which together account for 70% of
global ethanol production - should
work together to build a global mar-
ket. What’s needed, he said, are
common specifications and stan-
dards, technical cooperation, com-
mon research projects and, above

all, joint efforts to promote ethanol
in third markets. 

“We realize that a thriving
ethanol industry in the USA is of
enormous importance to consolidate
a global market for ethanol. In this
spirit, I repeat, we do not think that
it would be in our own interest to
displace domestic (US) production -
our goal is to complement it and/or
displace oil imports,” Carvalho said.

Today, the combined ethanol pro-
duction of the USA and Brazil, of
around 9 billion gallons, substitutes
less than 2% of the total world con-
sumption of gasoline. Working to-
gether, the two countries could give
the world a lead in greatly increasing
that figure.

Carvalho told Senators that a
freer trade policy regarding ethanol
in the USA, reducing or eliminating
tariffs and other duties on imported
ethanol, would not only enhance
the potential for much more ambi-

Ethanol and biodiesel offer great 
potential for cooperation

A L T E R N A T I V E  E N E R G Y

Energy is the focus of an IBSA Working Group, and is a key area for business
involvement. The three countries have significant commonalities, particularly in biofuels,

and investments are already starting to flow.

The Brazilian Development
Bank (BNDES) in May of this year
reported it was lending R$842
million - roughly US$380 million -
to alternative energy projects,
splitting 33% to cogeneration
and biomass projects, 52% to
wind generation, and 15% to
biodiesel. Included was money for
what is billed as the largest wind
generation park in South
America, with a final capacity of
150 MW in the southern state of
Rio Grande do Sul, coming on
stream December 2006.

Financing for 
alternatives

Ethanol production in Brazil - IBSA countries all want to promote alternative biofuels, in particular ethanol and biodiesel.
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gions, centering on São Paulo state.
That means it is far away from the
ecologically sensitive Amazon rain-
forest. There has been some cane
planting in recent years in states bor-
dering the Amazon, particularly
Mato Grosso in the South-West of
the region, but it is a small percent-
age of total national production and
the government has laws in place to
prevent forest being felled for sugar
planting. In fact, the greatest in-
crease in ethanol production in re-
cent years has come in the South-
east, through the conversion of ex-
isting underutilized farmland.

Substituting ethanol for gasoline
offers a very important gain for the
world’s fight against global warm-
ing. Both gasoline and ethanol,
when used in a vehicle engine, liber-
ate carbon into the atmosphere, in

tious goals to substitute gasoline,
but also would help prevent or
smooth out possible fuel price peaks
and pressures. Additionally, it could
induce effective changes in the
process of economic development in
a vast number of underdeveloped
and developing nations, which are
current or potential ethanol produc-
ers.

“There is every reason to believe
that the conditions created in Brazil
can be replicated elsewhere in the
tropical regions of the world, bene-
fiting hundreds of millions of people,
especially in Latin America, Africa
and South East Asia,” Carvalho told
the committee. Unica quotes re-
search figures suggesting Brazil in
2002 enjoyed a massive cost advan-
tage in cane production compared
with other developing nations -

around half the average cost of
South Africa and India, for example -
indicating great potential for techni-
cal cooperation within the IBSA
framework. 

Good for price, good for
pollution

Brazil is one of the world’s cheap-
est major sources of sugar and
ethanol. Using data from interna-
tional consultants FO Lichts, Unica
reported in February of 2006 that
ethanol made from Brazilian sugar
cane costs just under 40% of the
price of ethanol made from US beet,
while ethanol from European wheat
comes in at just over 90% and
ethanol from US corn at just over
60% of the US beet reference price.
This enormous natural advantage
stems in part from soil, climate and

labor costs, but technology has also
been important. Brazil has seen
huge productivity gains in recent
years thanks to R&D investments for
cane and ethanol averaging around
US$40 million a year. In the Center-
South region, dominated by São
Paulo, cane yield rose from 50
tonnes per hectare in 1975 to over
80 tonnes/ha in 2004. Factor in the
improvements in refineries and the
overall productivity gain for ethanol
has been even greater, more than
doubling from 750 gallons per
hectare in 1975 to almost 1,700 gal-
lons/ha in 2004.

Brazil’s productivity is also rooted
in research that helps keep cane
plantations resistant to pests and
disease. Although to the layman it
might all look like much the same
sugar cane, in fact researchers intro-

duced over 50 new strains in the
decade through 2006, so that the
most common variety now occupies
just 12.6% of total plantation area.
This diversity helps match cane type
to local conditions and reduces the
vulnerability that could arise if one
single strain were planted nation-
wide.

Brazilian ethanol was competitive
with gasoline even before the recent
peak in the world price of petrole-
um. Unica estimates that Brazilian
sugar cane ethanol is competitive
with any gasoline obtained from

crude at US$40 a barrel. That’s with-
out any form of subsidy, be they at
the farming, processing or retail
stages of the chain.

Another great factor in favor of
Brazilian ethanol is that it is environ-
ment-friendly. Even as the world’s
top producer, Brazil’s sugar cane
plantations occupy just 4.5 million
hectares. That’s about 0.5% of the
country, and less than 1% of total
Brazilian land suitable for farming.
Moreover, the vast bulk of planting
and production takes place in the
South-East and Center-South re-

Ethanol today represents over
40% of the fuel for Brazil’s fleet of
22 million light vehicles. All regular
gasoline sold in Brazil is in fact
“gasohol” containing up to 25% of
anhydrous ethanol - in the United
States it would be called E-25 -
while the great majority of the
country’s 33,000 gas stations also
have pumps selling “pure” ethanol
(which is fact is hydrated with
around 7% water) and which in 
the United States would be called 
E-100.

Brazil’s ethanol program started
1975 as a government-led response
to the world petroleum crisis. There
were public loans and subsidies to
expand plantations and distilleries,
and for technology development.
Cars running only on E-100 went
on sale 1979 and enjoyed a brief
boom, peaking at 95% of total light
vehicle sales in 1985, but fell out of
favor through the nineties because
of supply irregularities and a
reduction of subsidies. However,

automakers have recently introduced
“flex-fuel” engines which accept any
combination of E-25 gasohol and E-
100 ethanol, using the same tank.
These have proved a major success and
now account for over 80% of all new
light vehicle sales. 

This major revolution was achieved
by using electronic sensors that detect
the fuel mixture coming from the tank.
The sensors work together with the
electronic ignition system to adjust the
engine’s combustion parameters in real
time, without the driver needing to do
anything.

Volkswagen kicked off the flex-fuel
vehicle trend in Brazil in March of 2003
with its market-leading “Gol” sub-
compact. Since then all other major
manufacturers have followed suit and
the technology now dominates the
showrooms. For consumers, the
company says, the advantages are “the
ability to choose the fuel type at each
fill-up, based on price, quality,
performance characteristics,
consumption or even availability.”

Most drivers say they notice little
difference in practice between a
modern engine running on any
variation of gasoline and ethanol.

Biodiesel - the ethanol of
tomorrow?

Brazil has a federally-mandated
program to substitute 2% of regular
diesel with biodiesel by 2008, rising to
5% by 2013. That means demand for
an estimated 800 million liters/year in
2008, rising to 2.4 billion liters/year.

Biodiesel can be made from a
number of sources and is attracting
great interest world-wide, not least in
the three IBSA countries, all of which
want to expand its use to reduce
demand for petroleum diesel.

Investments are under way in all
three countries to produce biodiesel
and other fuel oils from organic
materials - often non-food sources or
waste from other processes.

Sasol, the South African petroleum
and energy company, said in its 2005
Sustainable Development Report that it

Eco-friendly vehicles

was proceeding to a full-scale
feasibility study for biodiesel
production, “aimed at establishing a
technically and economically feasible
process for producing a high-
performance diesel from a renewable
source such as soybeans.” The
company has a long history of R&D
aimed at producing fuels and
chemicals from alternative, locally-
available sources. 

Reports this year said the company
was evaluating a possible 100,000
tonnes per year production facility,
consuming half a million tonnes per
year of soybeans.

In India several pilot plants and
feasibility studies are reported under

way mainly using Jatropha and rubber
seeds as feedstock. The main interest is
substituting part of the diesel
requirements, but there are also
suggestions that the average village
could become self-sufficient in cooking
and lighting oil, substituting kerosene,
with just a single plantation of 5-10
acres (2-4 ha) of Jatropha, and a mini
processing plant.

In Brazil the advent of Biodiesel has
given a new impetus to the capital
goods market. Working in partnership
with Italian company Desmet Ballestra,
Brazil’s Dedini company has announced
biodiesel plant designs ranging from
25,000 to 200,000 output tonnes per
year, using inputs as varied as soy oil,

peanuts, corn, sunflower seeds,
Barbados Nut and even residual fat
from beef cattle. The company said
it has already contracted to supply
five complete biodiesel plants
producing a total of 360,000
tonnes/year of the fuel. Already a
major supplier of equipment to the
sugar and ethanol sector, Dedini
predicted Brazil was heading for
world leadership in biodiesel along
the lines of the position it already
enjoys in ethanol.

The three IBSA countries are
experimenting with biodiesel from
various sources. Some of these are
common to two or all three nations,
and could offer potential for joint
research. Top of the list could be the
Jatropha curcas (called Ratanjyot in
India, the Pinhão Manso in parts of
Brazil and the Barbados Nut or
Physic Nut in English), a small tree
of the same family as the Castor
Bean. This is of particular interest
because it grows on poor soil and
yields a seed high in oil. Unlike soy-
based biodiesel, this does not divert
food to fuel.

Brazilian flex-fuel car - The engine accepts any mixture of gasoline, E-25 and E-100 fuels.
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Right from the start, India, Brazil
and South Africa were determined
that IBSA should set an example by
tackling not just questions relating
directly to the three members coun-
tries but also some of the grave so-
cial questions that affect the world’s
poorest nations.

To this end they created the
"IBSA Facil ity for Poverty and
Hunger Alleviation" in May of 2004

countries, the three countries decid-
ed to create the facility as a “dedi-
cated trust fund” under the auspices
of the United Nations Development
Programme. This means that the
UNDP administers and coordinates
the implementation of projects, free
of charge, once they have been se-
lected by the IBSA Fund’s Board of
Directors, which comprises designat-
ed representatives from each mem-
ber country, plus a UNDP representa-
tive.

The Fund has a basic cash flow
guaranteed by the three govern-
ments, but it is also open to financ-
ing from what the IBSA Trilateral
Commission, in its Plan of Action
agreed in New Delhi in March of
2004, called “non-traditional
sources, such as contributions from
individuals, civil society organiza-
tions, including businesses and
NGOs, and philanthropic founda-
tions.”

In June of 2006 the UNDP report-
ed (“Implementation of the third co-
operation framework for South-
South cooperation 2005-2007”)
that through the end of 2005 the
IBSA Fund had received contribu-
tions totaling over US$2.8 million,
including some substantial participa-
tion by private sector donors. Dis-
bursements through 2005 were
US$146,136 as the first project, in
Guinea-Bissau, started to gather
speed.

According to the Trilateral Com-

mission’s Plan of Action, the IBSA
Fund aims at “contributing, in a con-
crete manner, to poverty and hunger
alleviation, in a framework of im-
proved international cooperation, in-
cluding towards the implementation
of the Millennium Development
Goals.” The fund will be used to im-
plement “identified replicable and
scaleable projects” that can be dis-
seminated in interested developing
countries as examples of best prac-
tices in the fight against poverty and
hunger. This will include actions in
the areas of improved access to
health, education, sanitation and
food security.

The IBSA Fund is open to projects
in all developing countries, not just
those in the immediate regions of
the IBSA founders, and the UNDP
will, where appropriate and neces-
sary, seek additional funding for in-
dividual projects from governmental
and non-governmental sources.

According to a United Nations re-
port in 2005 (“The Millenium Devel-
opment Goals: A Latin American and
Caribbean Perspective”), the IBSA
Fund is “the first developing-coun-
try-sponsored fund of its type”, cre-
ated to support social development
projects in areas such as health, edu-
cation, sanitation and food security,
while encouraging active private-sec-
tor involvement in these endeavors. 

The UN noted that developing
countries have recently begun to
play an active role in helping to build

The IBSA Fund is a landmark for
South-South cooperation

S O C I A L  

First projects of the three-nation fund will promote sustainable development and
improved living conditions in two of the world’s poorest countries. Other social, cultural

and environmental initiatives are planned

and pledged initial funding of US$1
million a year from each member
country.

Known more simply as the “IBSA
Fund”, this initiative has started one
project and is finalizing a second, in
Guinea-Bissau and Haiti respectively.
Others are under evaluation for Laos
and Palestine. 

To simplify administration and to
maximize synergy between IBSA pro-
jects and other efforts in target

Bajaj Hindusthan Ltd (BHL), a
major Indian sugar and ethanol
producer, this year announced plans
to invest up to US$500 million in
Brazil. The company formally
informed the Mumbai Stock
Exchange in May that it had
initiated the process of setting up a
subsidiary in Brazil.

“If I need to grow exponentially I
need to be in Brazil,'' company CEO
Kushagra Nayan Bajaj later told
reporters. “I can own land in Brazil
and expand my capacity.” Bajaj said
he had an 11-man advance team in
Brazil: “Ninety-eight percent of my
time, energy and life is focused on
Brazil.”

Reports said merchant bankers
retained by BHL were in the process

of identifying a suitable target for
purchase. 

The company put its current
cane crushing capacity in India at
over 56,000 tonnes per day, due to
rise through investment to 100,000
tonnes/day through 2007,
increasing potential annual sugar
production to around two million
tonnes.

Reports quoted analysts saying
BHL was investing in Brazil because
of the slow pace of increase in area
planted with sugarcane in India and
the curbs imposed by the Indian
government on export of sugar.
They said the company was
expanding its ethanol-making
capacity in India from 320 to 800
m3 a day.

Indian sugar producer announces 
investment in Brazil

the form of carbon dioxide and car-
bon monoxide. The difference is that
petroleum derivatives release carbon
which has been locked away under
the ground for millions of years, so
increasing the total amount of
“free” carbon the planet must cope
with. Ethanol releases the carbon
that sugar cane sucked out of the air
the year before through photosyn-
thesis. This means that burning pe-
troleum derivatives impacts the at-
mosphere for the foreseeable future,
and contributes greatly to global
warming, while the net impact of
ethanol on the atmosphere can be
almost neutral, as year after year the
new cane crop absorbs carbon.

Every tonne of top-quality sugar
cane has the energy equivalent of
1.2 barrels of petroleum, and ex-
perts cited by Unica calculate that
the world can be spared up to 0.8
kilos of carbon dioxide output for
every gallon of ethanol consumed, in
place of gasoline. 

However, depending on the type
of ethanol, the gain can be greater
or smaller - much smaller - because
we must also factor in the amount
and origin of the energy used to
process the raw material into
ethanol. A fact little known to much
of the general public is that many al-
ternative fuels consume almost as
much energy in their production as
they will liberate when used. Brazil-
ian sugar-cane ethanol has the best
energy balance of the major alterna-
tive fuels, while ethanol produced
from wheat is the worst. For any
given amount of energy in wheat-
ethanol, an additional 83% will be
required to process the wheat to
turn it into fuel. Given that the pro-
cessing mills often use energy from
conventional sources, the net gain to
the environment may be very small.
Ethanol from corn and beet can be a
little better, consuming just over
50% of their energy output during
production. But ethanol from sugar
cane, as currently produced in Brazil,

requires just 12% of its final energy
content for its production. The gain
to the world’s environment is enor-
mous.

What comes next
Looking to the future, say the

next couple of decades, experts pre-
dict research will lead to much more
efficient use of sugar cane, including
the hydrolysis of sugar cane bagasse
and other residue, gasification of
bagasse, and improved fermentation
technologies. 

More immediately, say the next
five years or so, producers expect to
improve yields through:

• The introduction of new strains
of sugar cane that are increasingly
suited to the soils, climate and cut-
ting process (mechanized or manu-
al), and ever more resistant to pests,
with higher sucrose content. 

• Improvements in fertilizers, her-
bicides and pesticides.

• Better transportation, handling
and harvesting techniques.

• Better planning and process

control.
• More efficient extraction of

cane juice with reduced losses.
• Lower use of chemicals in the

production of sugar and ethanol.
• Improved cogeneration of elec-

tricity and steam using cane
bagasse.

By 2013/14, Unica expects Brazil-
ian cane production to almost dou-
ble to 673 million tonnes, resulting
in 31 billion liters (8.2 billion gallons)
of ethanol per crop year. Of this 6
billion liters (1.6 billion gallons)
should be available for export. That’s
more than double the current vol-
ume of exports. This growth will be
thanks to US$10 billion of invest-
ment.

Petrobras, the Brazilian petroleum
company, is boosting its infrastruc-
ture to be able to handle ethanol ex-
ports of 4-5 million m3 by the end
of this decade. Investments include
special collection depots near pro-
ducing regions, linked to port stor-
age facilities by hundreds of kilome-
ters of “alcoduct” pipelines.

Boosting farm productivity - Tomatoes in
Guinea-Bissau with hand-drawn irrigation,
raised plots to avoid salinity and fencing
to keep out herbivores.
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“a more equal, less asymmetrical
world”, for example taking a num-
ber of initiatives to address the prob-
lems of hunger and poverty. 

In addition to the IBSA Fund, the
UN report highlighted as another ex-
ample of South-South cooperation
Brazil’s support for the initiative for
debt relief for Heavily Indebted Poor
Countries, which in mid-2004 owed
Brazil a total of US$993 million. It
noted that Brazil has additionally
granted debt relief to a number of
other countries, mainly in Latin
America, for US$150 million. 

Growing more in Guinea-Bissau
Launched December 2004 with

an initial budget of US$475,000, the
Guinea-Bissau project seeks to pro-
mote sustainable development in
various kinds of farming in what is
one of the world’s poorest nations.

Home to just 1.3 million people
on the coast of West Africa, the for-
mer Portuguese colony of 36,000
km2 - a bit smaller than Switzerland
- ranked 172nd out of 177 countries
in the 2005 global Human Develop-
ment Index (using 2003 data), with
an HDI of just 0.348. In 2002 almost
65% of the Guinea-Bissau popula-
tion survived on less the US$2 a day
and almost 21% on less than US$1
per day. Only 54% of the population
had adequate access to drinking
water and just 10% to electricity. An
estimated 67% live in rural areas
and only 36.3% of the adult popula-
tion can read and write.

All three IBSA countries have
general economic and social indica-
tors that are far superior to Guinea-
Bissau, but all three have valuable
experience of combating rural pover-
ty. In this respect, the projects seeks
to be a practical demonstration of
the fundamental logic of South-
South cooperation - very often, the
experience and know-how of ad-
vanced developing countries may be
of greater help to the less developed
nations than the experience and

technology of rich nations. This is
not because IBSA nations necessarily
have less sophisticated agricultural
technology - Brazil’s federal farming
research agency Embrapa for exam-
ple is a world leader in many areas -
but because they are more accus-
tomed to applying the results of
their research in situations of low-in-
come, low-education communities.
Embrapa and various universities and
research bodies in the three coun-
tries have accumulated considerable
experience that is relevant for pro-
jects l ike the one under way in
Guinea-Bissau.

Farming employs 83% of the
economically active population in
the West African nation, generating
almost half of GDP and 93% of ex-
port revenues. But it is extremely un-
productive and inefficient, so much
so that the country has to import
staples like rice. The goal of IBSA
Fund directors is to offer a practical
demonstration of how basic farming
can yield more, but always working
within the current economic and so-
cial reality.

Among key objectives of the
Guinea-Bissau project:
Reduce the deficit in rice
production

• Identify four demonstration
areas, and work with local fami-
lies.
• Acquire and distribute materials
and seeds.
• Train farmers in improved irriga-
tion techniques.
• Help farmers plan their activities
to gain efficiency.
• Help improve the process of
marketing the crop.

Improved market gardening
• Identify four demonstration
areas, and work with local fami-
lies.
• Identify the most appropriate
fruit and vegetable crops and
species.
• Acquire and distribute seeds.
• Train farmers in conservation

techniques.
• Train farmers in processing
techniques.
• Help improve the process of
marketing the crop.

Improve production of short-life-
cycle animals

• Disseminate methods for pro-
ducing nutrient-rich feedstock.
• Improved health and sanitary
conditions for cattle.
• Conduct vaccination cam-
paigns.
• Training for shepherds.
• Improve animal shelters using
locally-available materials.
• Identify and acquire locally
available breeding stock of better
quality.
• Help organize marketing sys-
tems.

Promote the development of
small and medium-sized farms

• Identify area for pilot project.
• Carry out feasibility study for in-
troduction of new crops and
strains.
• Improve value added in produc-
tion of cashew, fruit and vegeta-
bles.
• Analyze processing systems for
various existing products.
• Disseminate techniques for con-
servation of cashew nuts, both
during and after the harvest.
• Improve marketing systems.

Institutional support
• Evaluate existing data and in-
formation sources.
• Conduct study of production
and distribution costs.
• Support the Business Develop-
ment Service.

Helping in Haiti
The second IBSA Fund project is

in Haiti, another of the world’s poor-
est countries with a Human Develop-
ment Index in 2003 of 0.471, plac-
ing the Caribbean nation 153rd out
of 177 with HDI of 0.475.

The IBSA project focuses on treat-
ment for solid wastes in the Car-

refour Feuille shanty town, which
lies just south of the Port-au-Prince
capital. The target population totals
some 15,000, with a high number
of single mothers and unemployed
or under-employed people. Drinking
water supplies and sewage provi-
sions are extremely precarious, with
all the attendant consequences for
public health.

The IBSA Fund is not the only ac-
tivity of the IBSA Dialogue Forum in
the social area. The Health Working
Group got off the ground with an
inaugural meeting in Brasília in Feb-
ruary 2006 in which broad areas of
cooperation were discussed, and fol-
low-up meetings were scheduled.

At the 3rd Meeting of the Trilat-
eral Commission in Rio de Janeiro, in
March of 2006, the Foreign Minis-
ters decided to establish a new
Working Group specifically for Social
Issues. This was seen as a logic out-
come of the International Seminar
on Economic Development and So-
cial Equity, held in Rio de Janeiro in
August of the previous year. The

new Working Group held an inau-
gural meeting in Rio in June and de-
cided to convene expert meetings,
with priority areas defined as Poverty
Alleviation, Micro-financing and In-
digenous Knowledge Systems. The
Group determined that best efforts
would be made to convene these ex-
pert meetings before the second
meeting of the Working Group on
Social Issues, scheduled for South
Africa possibly in November of this
year.

Other decisions from the 7th
Meeting of Focal Points in Brasília, in
August of 2006:

Climate Change: The meeting
reaffirmed the intention of the three
countries to reach an understanding
on the establishment of a Work Plan
covering two areas: coordination of
positions in multilateral forums and
climate change-related technology.
Participants agreed that the three
IBSA countries would speedily review
a Work Plan proposal being drafted
by South Africa, and that the meet-
ing of the Global Environment Facili-

ty, scheduled for Cape Town in Au-
gust 2006, would provide an excel-
lent opportunity to make progress.
They also reaffirmed that a Working
Group on Climate Change should be
created after the approval of the
Work Plan, and that best efforts
would be made to announce the
creation of such a Group on the oc-
casion of the IBSA Summit in Brasília
in September.

Arts and Culture: The Working
Group on Arts and Culture reaf-
firmed members’ commitment to
the mandate established at the
Group’s first meeting in Cape Town,
in 2005, and emphasized the impor-
tance that the three IBSA members
conclude the ratification process of
the UNESCO Convention on the Pro-
tection and Promotion of the Diversi-
ty of Cultural Expression. The group
also proposed organizing a meeting
on cultural issues in Rio de Janeiro,
in November of this year, at which
representatives from the three coun-
tries would discuss a common Plan
of Action.

Planning a better future - Brazilian External Relations Minister Celso Amorim speaks to Indian businessmen in New Delhi in January 2004


