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US President George W. Bush’s brief stay in São Paulo

on Friday, March 9th, was sufficient to inject new life and

much more dynamism into relations between the United

States and Brazil. Maybe the qualitative jump was so visi-

ble and so commemorated because in diplomacy, as with

the finest perfumes, the best often comes in small doses. 

What’s more, the visit to Washington that Brazilian

President Luiz Inácio Lula da Silva begins at the end of

this month should round off to perfection – and with

some originality – the picture of optimism. “What’s

unique about this trip,” said US ambassador to Brazil

Clifford M. Sobel, referring to Bush’s swing through

Brazil, “is that the two presidents will be together again

in three weeks in a casual atmosphere in the United

States.” 

It’s the first time Bush has invited a Latin American

president to stay at Camp David, a symbolism to which

Brazilian External Relations Minister Celso Amorim at-

taches tremendous importance, saying that it marks “the

start of a great era.” 

Speaking without the restrictions of a US government

official, Professor Albert Fishlow, an American academic

who is internationally respected for his studies on Brazil,

went further: “Lula will visit the US in March and this

will lead to new rounds of talks. It is the beginning of a

new dialogue. It is in the interest of both countries that

there be a new leader in Latin America, and that Brazil

occupy this place.” 

There is a solid foundation for this new dialogue

and the negotiations that stem from it. One example is

the strategic alliance involving biofuels,

especially ethanol, which has already

produced a memorandum of under-

standing and kindled the entrepreneurial

spirit of businessmen from Brazil, the

United States and other countries. 

The economic dimensions of this new

alliance could be enormous, but there is

another important implication for Brazil.

By being treated as a serious business

partner in energy production, currently

one of the world’s most sensitive issues,

by the highest authority in the US, Brazil

has gained a status with US media and

decision-makers that it would hardly have

achieved otherwise – a positive percep-

tion that rarely reaches US newspapers

and television screens. 

However, the new dialogue is not just

about biofuels. There is an explicit, shared
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desire to break the deadlock in the

Doha Round of trade talks within the

World Trade Organization (WTO), to

the extent that there may be on the

horizon a possible reduction in

American agricultural subsidies. In

this respect, Lula says he already has

an exchange of letters “tucked in his

vest pocket.” According to Amorim,

“when he says that each has to do

his part, he (Bush) knows that it is up

to him to reduce subsidies.” 

Ethanol 
The convergence of interests be-

tween the United States and Brazil

with respect to ethanol has a solid

foundation in today’s economic reali-

ties. One of the main highlights of

President George W. Bush’s most re-

cent State of The Union Address be-

fore the US Congress was a proposal

to multiply seven-fold the production

of alternative fuels over the next 10

years, reducing consumption of

gasoline in the country by 20%. The

most viable fuel for this substitution

is ethanol, already used by US con-

sumers in the form of E85, a formula

of 85% ethanol mixed with 15%

gasoline. 

The US is the world’s largest pro-

ducer of ethanol, with annual output

of 18.9 billion liters (5 billion gal-

lons). The problem is that domestic

demand, estimated at 5.4 billion gal-

lons this year, already exceeds pro-

duction capacity. The number of

plants producing the fuel from corn

has leaped from 54 to 113. 

To reach the goal set by Bush, US

annual production must increase in

one decade to 35 billion gallons (132

billion liters). Such a strategy entails

greatly increasing the number of pro-

cessing plants and hiking federal

subsidies for ethanol production, cur-

rently US$0.51 a gallon and costing

more than US$2.5 billion in 2006. In

addition, the goal places unprece-

dented pressure on demand for corn

– and consequently its price. The

carry-over impact in the meat mar-

ket, which uses corn as an input, has

yet to be fully assessed. 

Brazilian and foreign analysts note

that there is a contradiction in the

American position of supporting cre-

ation of a global ethanol market

while, at the same time, closing its

internal market to imports of the

fuel. Brazil hopes to supply part of

American demand for ethanol. Until

now, exports of the Brazilian product

face a 2.5% tax and an import tariff

of US$0.54 per gallon levied by the

US government to stimulate domes-

tic production. The current regulation

for this tariff expires in 2009; after

that, new rules are to be defined by

the US Congress. 

Nevertheless, the lack of immedi-

ate progress on this specific issue

does not imply any divergence at the

strategic level. On March 9, Bush

and Lula signed a memorandum of

understanding in São Paulo that em-

phasizes the benefits to be had from

a Brazil-US partnership that steers

public and private investments into

biofuel and related technologies,

and defines a common strategy on

three levels. 

In the bilateral sphere, the coun-

tries plan to move forward in re-

searching and developing technolo-

gies for a new generation of biofu-6

Bonding: Bush shakes a ganzá, a traditional samba rhythm instrument, while visiting a youth NGO in São Paulo.
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els, maximizing the potential of the

know-how they have already built up

in this area. 

On another level, the two coun-

tries will promote joint investments

for ethanol production in third coun-

tries, especially Central America and

the Caribbean, while new target re-

gions are studied around the world.

Finally, at a global level, the coop-

eration pact aims to expand the bio-

fuel market by establishing uniform

standards and norms. To this end,

Brazil’s National Institute of Metrolo-

gy, Normalization and Quality (In-

metro) and the US National Institute

of Standards and Technology (NIST)

have been working together to stan-

dardize ethanol. 

Standardization is an essential

step to transforming the fuel into a

globally-marketed commodity, a

goal Brazil has long nurtured given

that it produces 18 billion liters of

ethanol annually and expects to

double this volume in the next five

years. Some 3.3 billion liters of the

country’s 2007 projected production

will be exported. 

Brazil is the world’s most efficient

producer of fuel alcohol, using sug-

arcane as its raw material. Sugarcane

productivity in Brazil is currently 85

tonnes per hectare, making it ex-

tremely competitive with costs about

30% below those of the US. Addi-

tionally, the country has mastered

the technology for all stages of pro-

duction, from developing more pro-

ductive varieties of sugarcane to

turnkey ethanol production plants,

which Brazil is now exporting. 

There is still a long way to go be-

fore Brazil and the US bring their in-

terests fully into line and establish a

business model that is satisfactory for

both countries in the area of ethanol.

Analysts believe, however, that US

public opinion – be it paying less for

fuel or out of respect for the princi-

ples of free trade – will tend to move

in favor of Brazil’s position of greater

flexibility for imports. The theme is to

be discussed by the recently-created

Inter-American Ethanol Commission,

co-chaired by Jeb Bush (former gov-

ernor of Florida and brother of the

US president), Roberto Rodrigues (a

former Brazilian agriculture minister)

and Luis Alberto Moreno, president

of the Inter-American Development

Bank (BID). 

Given its strategic, economic and

environmental importance, the

theme will remain firmly center-stage

on Brazil’s diplomatic agenda in all

negotiating opportunities. 

Trade
The interests at stake in Brazil-US

bilateral relations of course go way

beyond just ethanol. Brazil’s principal

commercial partner since 1927, the

United States represents a series of

opportunities that have yet to be

fully exploited. In 2006, Brazil ex-

ported US$24.5 billion to the Ameri-

can market, earning a surplus of no

less than US$9.7 billion. 

“That may sound like a lot, but

the total indicates that Brazilian

products represent less than 1.5%

of the almost US$2 trillion the US

imports each year,” explained

Alexandre Silva, president of Gener-

al Electric Brazil and recently-elected

president of the American Chamber

of Commerce in São Paulo – Am-

cham. “It also means that our ex-

ports grew less than those of our

main competitors and that we need

8

to increase our trade with the US,”

he said. 

An important step to improving

bilateral trade was taken shortly be-

fore President Bush’s visit to Brazil:

the maintenance of Brazil within the

US Generalized System of Preferences

(GSP). In January, the US Congress re-

newed GSP for another two years, al-

lowing tariff-free importation of a se-

ries of developing-country manufac-

tured products. Had GSP not been re-

newed for Brazil, which benefits from

exemptions on approximately 3,600

products whose imports are worth

US$4 billion a year, the Latin Ameri-

can country would have suffered

enormous losses in the US market.

GSP renewal extends these breaks

through December 2008. 

Amcham went so far as to orga-

nize three business missions to

Washington with the participation of

various Brazil-based companies and

business groups to explain to US

congressmen the full consequences

of eliminating the country from GSP.

“The result was very positive for

Brazil, which remains in the GSP, and

also the US, which better understood

how it benefits from access to prod-

ucts at more competitive prices,”

Silva said. 

The increase in trade flow and bi-

lateral investments is occurring on

many fronts that go far beyond tradi-

tional commerce. There is enormous

potential for services, information

technology and biotechnology,

among other areas. In the same way,

the growing institutional cooperation

between the two countries creates a

favorable environment for improving

bilateral trade regulations. One prior-

ity identified by entrepreneurs and

investors is the establishment of an

agreement to eliminate double taxa-

tion (paying the same tax in two

countries), as currently happens. 

The desire to eliminate regulatory

and tax obstacles is more than justi-

fied by the expansion in investments

expected in coming years. Of the

500 biggest American companies

listed by Fortune magazine, 193 or

37% already do business in Brazil.

And of these, 57% said they expect

strong growth in their Brazilian oper-

ations in 2007. For that reason, 50%

of US companies in Brazil say they

plan to increase their investments in

the country. 

The stock of American invest-

ments in Brazil currently exceeds

US$34 billion. Brazilian investments

in the US are more recent, but al-

ready total US$2 billion. Among

Brazilian companies with an impor-

tant US presence are Gerdau (steel),

Votorantim (cement), Embraer (jet

planes), Sabó (autoparts) and Petro-

bras (oil). 

WTO and DOHA
Another important result of

Bush’s visit to Brazil was the publicly-

stated commitment by the two

heads of state to give new impetus

to the Doha Round of World Trade

Organization (WTO) talks. The presi-

dents avoided setting a deadline for

the conclusion of negotiations, but

they agreed that if Brazil and the

United States reach a bilateral agree-

ment on the question, other coun-

tries were likely to become more

flexible. The idea is to adopt a new

multilateral trade treaty that is more

liberal in character, above all with re-

spect to agricultural exports from de-

veloping countries. 

Brazil wants the United States to

reduce the subsidies granted to

American producers and to allow

Brazilian agricultural products easier

access to the US market. The US has

said that any progress in this area

must be linked to similar concessions

by the European Union. 

In compensation, the US wants

more access to Brazil’s services mar-

kets (shipping, telecommunications

and finance) and greater liberaliza-

tion in the automotive, IT and elec-

tro-electronics sectors. 

This question dominated the

meeting between Amorim and US

Trade Representative Susan Schwab

during Bush’s visit to Brazil, as well as

preparatory talks for Lula’s trip to the

United States. 

Advertising executive Christina
Carvalho Pinto of the Full Jazz Group
has been heading up the Brazilian
version of the US multimedia plat-
form Ethical Markets since the end
of February. The portal will also be
launched in Australia, New Zealand,
China and England. In Brazil, Merca-
do Ético offers IPTV (Internet Proto-
col for Television), news, research
and search products, besides con-
sulting services. The company’s ad-
dresses are www.mercadoetico.art.br
and www.mercadoetico.com.br. 

The project is the result of a part-
nership between Hazel Henderson, a
world reference in sustainability, and
Pinto, a leading name in Brazilian
communications. “After Enron,
Worldcom and other corporate scan-
dals, society is demanding new busi-
ness practices that reflect its values.

Mercado Ético is an initiative which
shows consumers, customers, entre-
preneurs and investors how to align
their interests to their beliefs and vi-
sions in order to create a better fu-
ture,” Henderson said.

The platform will present real
cases that involve major changes in
production and management behav-
ior and paradigms. Business leaders
can share experiences that incorpo-
rate these new values, which go be-
yond economics and redefine the
concept of wealth. “We want to
show how people are implementing
this new vision of business, which
promotes growth through respect
for human beings and the environ-
ment,” the Brazilian entrepreneur
said.

Pinto, a member of the Amcham
board, offered a very positive assess-
ment of the current state of relations
between Brazil and the United
States. Brazil has assumed the role of
a truly important partner, as much
politically as commercially, she said –
“The United States needs an ally in
ethanol, but above all Washington
needs a political partner who can
help the country rebuild areas of dia-
logue and reduce tensions.”

Partnership for an Ethical Market 
Greater understanding: US Trade Representative Susan Schwab and Brazilian External
Relations Minister Celso Amorim.

Christina Carvalho Pinto.



tions caused the market to collapse.

Today, the Madeira-Mamoré rail-

road is a rusting monument to the

risky business of investing in the rain

forest.

Another who tried and failed was

Henry Ford. He reckoned he could

beat Asian rubber producers with

blight resistant. But Ford didn’t know

that. A second attempt on better

land yielded 750 tonnes of latex in

1942, still far below the 38,000 ton

target, and in 1945 Ford cut his loss-

es - an estimated US$200 million, at

today’s prices.

The most successful Amazon ven-

ture by any American entrepreneur

was Jari. In 1967 Michigan-born self-

made shipping magnate Daniel Lud-

wig – founder of National Bulk Carri-

ers and then, aged 70, one of the

word’s richest men – bought 4 mil-

lion acres in the northeast Amazon

for an ambitious project to integrate

rice, forestry, mining, ranching and

pulp for paper-making. Like Ford,

Ludwig imported a US life-style. But 1110

the other as lands of fantasy and op-

portunity.

Certainly, they always wanted to

be friends. The US was the first

country to recognize Brazil after it

declared independence from Portu-

gal in 1822, and bonds grew quickly

between the two young New World

nations. Brazil’s Emperor Dom Pedro

II was a keen student of American

life and science, and he sailed north

to join President Ulysses S. Grant at

the 1876 Philadelphia Centennial Ex-

position. There he met Alexander

Graham Bell, became the first person

to buy stock in Bell’s new company

and bought a telephone for his

mountain retreat near Rio de Janeiro.

Even before that, Dom Pedro - a

great admirer of Abraham Lincoln al-

though ironically not to abolish slav-

ery in his own country - invited Con-

federate families from the defeated

South to migrate to Brazil after the

American Civil War. At least

three thousand did so, and

while most returned, those

who stayed were to found

what is today Americana, a

prosperous city of 180,000

near São Paulo. Today little

remains of that city’s origins

beyond the name, a crum-

bling graveyard and the

steady stream of fresh-eyed

American reporters who “re-

discover” it regularly. But the influ-

ences go far deeper. When Brazil

abolished the monarchy in 1889 it

called itself the “United States of

Brasil”, a name that to last until the

1967 change to “Federative Repub-

lic”. And when South America’s

huge new republic was born, Ameri-

can poet Walt Whitman celebrated

with a poem starting “WELCOME,

Brazilian brother – thy ample place is

ready; A loving hand – a smile from

the North – a sunny instant hail!”

For generations of Americans,

Brazil has been an image of tropical

delight, as reflected in the 1933 hit

movie “Flying Down to Rio”, with

Fred Astaire and Ginger Rogers danc-

ing on airplane wings to a studio

backdrop of the self-styled “Mar-

velous City”. And of course Carmen

Miranda, with half the fruit-stall on

her head...

For other Americans, particularly

the visionaries and venturers, Brazil

has been a land of opportunity.

Some lost fortunes, others made

them. Some became footnotes in

history, others live on as symbols of

stubborn defiance against natural

odds they never understood. And

between them, they helped shape a

nation.

Percival Farquhar was a Yale-edu-

cated Pennsylvania Quaker who

made his fortune in railroads in the

Eastern US, Cuba, Guatemala and

Russia, where he negotiated person-

ally with Lenin. In the period 1905-

18 he was reputedly the largest pri-

BY BRIAN NICHOLSON

Two countries, their history so

similar in many ways, their 21st reali-

ties apparently so different. At times

it seems that – were it not for the

thin and soggy Isthmus of Panama –

Brazil and the United States might be

on different continents. At others,

they seem almost like cousins.

Both, after all, are the products of

European colonization. Both saw

slavery, gold rushes, independence

struggles and the slaughter of most

of their indigenous populations. Both

are huge, with vast natural resources

and the energy of New World

dreams. For many generations, citi-

zens in each country have looked to

Inspiration gained, fortunes made,
dreams lost....
The checkered history of ties between the two largest nations in the Americas

unlike Ford, who never actually set

foot in Fordlandia, Ludwig – a

recluse who snubbed New York so-

cial life – loved his Amazon venture. 

“I knew rich folks from the South

of Brazil but Ludwig was different,

he walked around in old boots and

shorts,” recalled agricultural engi-

neer Euclidez Reckziegel, who re-

mains with the project to this day.

Ludwig’s initial planting was a

quarter-million acres of Gmelina, a

fast-growing Asian tree. But once

again the Amazon knew better than

the foreign specialists. The tree

failed, and had to be replaced by Eu-

calyptus, to feed the mammoth pulp

mill built in Japan and towed across

three oceans.

Ludwig sold out, dispirited, in

1982, and the project suffered some

difficult years. But today, Jari is an

environmental model producing pulp

and hard wood, all certified by the

Forest Stewardship Council.

vate investor in Brazil, where he

owned electricity, telephone, rail-

road, mining and hotel companies.

An astute negotiator of public con-

cessions and financing, Farquhar’s

name is forever associated with the

226-mile Madeira-Mamoré railroad,

carved through dense jungle in the

Western Amazon. It offered land-

locked Bolivia a route to the sea via

the Amazon and promised fortunes

for all involved – except the estimat-

ed 6,000 who died during construc-

tion – as the world pushed up the

price of rubber. But just as it opened

in 1912, rubber seeds smuggled out

of Brazil to low-cost Asian planta-

plantations in the Amazon itself, and

in 1929 acquired 10,000 km2 of jun-

gle near Santarém. Steamers from

Dearborn brought everything from

mechanical shovels to ice-making

machines and fire hydrants to a spot

christened Fordlandia on the Tapajos

river. It was “Mosquito Coast” writ

large. Ford built a golf course and

white clap-board houses, showed his

workers movies on open-air screens

and forbade alcohol, but neverthe-

less his 1.4 million tightly-packed

rubber trees refused to grow. Dotted

naturally through the jungle, they

had been protected from leaf blight.

And the Asian plantations were

In 1913, four years after leaving
the US presidency, Theodore Roo-
sevelt (left) and his son Kermit ex-
plored a virtually unknown 1,000-
mile river in the Amazon, then
called the River of Doubt. For 48
days they met no other human
being. “The region through which it
flows was unknown, no civilized
man having ever penetrated it.... It
is a rare thing to be able to put on
the map a new river, a river never
explored, a river the length of the
Rhine,” he wrote. With the doubt
removed, the river was renamed
Theodore Roosevelt, in his honor.

Theodore Roosevelt
and the River of Doubt

Probably un-
known in the US,
Nebraska engineer
Asa Billings was al-
most by chance to
play a crucial role in
making São Paulo

the industrial power-house of South
America. 

In 1922, aged 46, Billings came
to Brazil as a construction manager
with the Canadian and General Fi-
nance Company. Four years later he
designed and built a major reservoir.
Work involved reversing the flow of
one local river and channeling water
through a mountain and down a
720-meter drop to a hydro-power
station. Both the reservoir and the
power station helped drive the
enormous population growth and
industrial expansion of São Paulo in
subsequent years. Today, the reser-
voir carries his name.

Asa Billings – power
for the people

Rubber: The
Amazon’s
“black gold”
created
fortunes,
although
rarely for the
forest-
dwellers.

Vision and fantasy:
Left, the pulp mill
that Daniel Ludwig
towed from Japan
to the Amazon;
above, Carmen
Miranda offers
1940s America a
Hollywood version
of Brazil.
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common values and objectives:

democracy, development, economic

growth, social justice, human rights,

trade liberalization, international se-

curity and combating terrorism. The

multiethnic and multicultural nature

of our societies provide a solid foun-

dation for joint efforts at fostering

democratic governance at the local,

regional and global levels. The cen-

trality of the fight against hunger

and poverty has been recognized by

our two countries.

As The Economist magazine stat-

ed in its 15 March story on President

Bush’s trip, relations between the

United States and Brazil are coming

to resemble those between the Unit-

ed States and Europe: both sides rec-

ognize that the overall friendship

counts for more than any particular

disagreements, which are natural be-

tween partners. We have found, in

particular, that on three topics of

strategic significance we share an im-

portant affinity which allows us to

work constructively together: biofu-

els, the Doha Round of trade negoti-

ations at the WTO and peace-build-

ing in Haiti under United Nations

auspices.

Today, Brazil is  recognized as a

world leader in the production and

development of biofuels, a competi-

tive source of energy with extremely

beneficial spin offs in terms of job

creation and environmental impact.

Biofuels will attract increasing inter-

national attention as the world grap-

ples with the pressures brought

about by unsustainable patterns of

consumption of fossil fuels and cli-

mate change. As the world´s main

producers of ethanol, Brazil and the

United States have assumed  their

common responsibility in this area.

In the Memorandum of Understand-

ing signed on 8 March, in São Paulo,

by Minister Celso Amorim and Sec-

retary Condoleezza Rice, we com-

mitted to work together on three

areas: the research and development

of next generation of biofuels tech-

nology; bringing the benefits of bio-

fuels to third countries, starting with

Central America and the Caribbean;

and the establishment of uniform

standards and codes through the In-

ternational Biofuels Forum (IBF), with

other partners such as the European

Union, India, South Africa and

China.

Presidents Lula and Bush are unit-

ed in their commitment to bring the

negotiations of the Doha Round to

an early, ambitious and successful

outcome. The Doha Round must ful-

fill its promise to be the first “devel-

opment round” in the history of mul-

tilateral trade negotiations, creating

a framework that allows countries to

rise from poverty and experience

economic and social development

through trade.

Brazil along with several countries

from Latin America is involved in a

concerted effort, with strong support

from the United States to assist the

Haitian people in achieving the sta-

bility required for the resumption of

economic, social and institutional de-

velopment. 

As Brazilian Ambassador to the

United States, I pledge to work on

our broad political and economic

agenda in tune with the dynamism

that has been imparted to our rela-

tionship by Presidents Lula and Bush.

When I arrived in

Washington, on 21

February, President

George W. Bush had

just announced his in-

tention to visit Brazil

and four other Latin

American countries,

between 8 and 14

March, his longest trip

to the region. We

were already preparing

for President Lula’s trip

to Camp David on 31 March, only

the 2nd visit by a foreign leader to

the Presidential retreat in the past

three years. 

I delivered copies of my creden-

tials and letter of recall to Deputy

Secretary of State John Negroponte

on 23 February and presented the

originals to President Bush on 27

February. Thanks to a fortunate com-

bination of factors and many friendly

and efficient diplomats at the State

Department and the Brazilian Em-

bassy, in less than a week I had com-

pleted a diplomatic process that usu-

ally takes several weeks or even

months. President Bush told me how

pleased he always is to talk to Presi-

dent Lula, personally or by tele-

phone, and how he enjoys the fact

that two democratic statesmen from

different points in the political spec-

trum may find common ground.

These feelings are fully reciprocated

by President Lula.

This is a time of significant

achievement and great promise for

the two centuries-old relationship

between Brazil and the US The in-

creasingly close ties that Brazil and

the United States enjoy are based on

Brazil - United States in 2007:
strategic affinities
By Ambassador Antonio de Aguiar Patriota
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Last year the US imported about

1.7 billion liters of ethanol from

Brazil, half the total volume exported

by the South American agricultural

giant. This year Brazil is expected to

ship about 1 billion liters to the Unit-

ed States. Also in 2007, Petrobras

should make its first shipment of

ethanol to the US market, according

to Sillas Oliva Filho, manager of

ethanol sales for the federally-con-

trolled company.

Brazil is the only large-scale ex-

porter of ethanol. For the 2006/07

harvest, which ends in April, the

country should produce about 17.5

billion liters of ethanol, of which 3.4

billion liters for export. The 2007/08

crop could reach 20 billion liters. 

The United States, for its part,

wants to reduce dependence on im-

ported petroleum. “To depend on

imported fuel means that you de-

pend on the decisions of other coun-

tries,” Bush stated during his visit to

Brazil. The largest producer of

ethanol in the world since 2005, the

US is making substantial investments

to expand production, with 110

corn-based distilleries already in op-

eration and another 73 under con-

struction, according to the US Re-

newable Fuels Association. American

ethanol plants currently produce

around 20 billion liters, expected to

double in three years. 

Brazil is making heavy invest-

ments in the construction of new

ethanol production facilities using

sugarcane, whose yield is much high-

er than corn,

“The country boasts more than

350 sugar and ethanol mills in opera-

tion and approximately another hun-

dred under construction,” said Anto-

nio de Padua Rodrigues, technical di-

rector of the Sugarcane Industry

Union (Unica), a trade association

that represents most of Brazil’s sugar

and ethanol producers. The new

units, which should come on stream

by 2012, are expected to consume

some US$17 billion in investments. 

International interest
While most existing ethanol

plants belong to traditional Brazilian

groups, the share of foreign compa-

nies in the market is rising steadily.

After inroads by European and par-

ticularly French investors, American

and Asian players have recently been

showing a strong interest. 

The participation of foreign in-

CRISTINA MAGALHÃES

Brazil and the United States, the

world’s two largest producers of

ethanol who are jointly responsible

for 70% of global output, are joining

forces to create a large international

market for the alternative fuel. The

first step in this direction was taken

by the private sectors of both coun-

tries in December of 2006 with cre-

ation of the Inter-American Ethanol

Commission, whose mission is to de-

velop the fuel-ethanol market in the

Americas. 

A second step came three

months later on March 9, when US

President George W. Bush visited

Brazil and signed a collaboration

memorandum on biofuels, paving

the way for development of new

consumer markets and an exchange

of technological research. 

A partnership that’s bursting 
with energy 
Brazil and the United States have joined forces to build up the international
market for ethanol, a clean, renewable fuel that reduces petroleum
dependence and generates thousands of jobs in the field
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Expansion: Modern ethanol processing plants are spreading throughout the state of 
São Paulo.

Ever since my arrival in
Brazil as U.S. Ambassador
in August 2006, I have
had frequent occasions to
use a word which has be-
come a favorite expres-
sion of mine in Por-
tuguese – parceria.  The
parceria between the
United States and Brazil is
very good, but it is impor-
tant to constantly find
ways to make it better.

The recent meetings between our two
presidents and the upcoming meetings
that will take place at Camp David, will
further cement the solid bilateral rela-
tions that we share about issues.  

In their encounters together, the
Presidents exhibited genuine warmth
and a good deal of common ground,
just as Foreign Minister Amorim and
Secretary Rice share a profound friend-
ship.  The positive exchange of ideas in
our continent, hemisphere, and global-
ly, in Sao Paulo will be an important
foundation for the talks at Camp
David.  President Lula will be the first
Latin American leader invited to the
Presidential retreat by President Bush.  

In Sao Paulo, the important Memo-
randum of Understanding on biofuels
was signed by Secretary Rice and Min-
ister Amorim.  The memorandum set
the stage for an unprecedented expan-
sion of bilateral cooperation in a field
that will not only benefit our two
countries, but has the potential to
transform the economies of all coun-
tries in the hemisphere and help raise
them out of poverty.  By promoting
development of clean fuels, we can
generate employment and income,
help protect the environment and
stimulate private sector investment.
Greater ethanol production will allow
cash-strapped Central American and
Caribbean countries to reduce their

A Parceria for the Present 
and the Future
By Ambassador Clifford M. Sobel

dependence upon expensive imported
petroleum – thus freeing up monies
for increased social development.
Brazil deserves praise for the leadership
which it has exhibited on this issue:
Brazil’s efforts will not only benefit the
region, but the world as well.

President Bush’s tour through South
and Central America emphasized the
U.S.’s commitment to promoting
greater economic development and
ensuring that all of our peoples reap
the benefits of democracy and devel-
opment.  The visit to Brazil certainly set
the tone.  During his visit to Sao Paulo,
President Bush also had the chance to
visit an NGO, Meninos do Morumbi,
which receives both public and private
support in reaching out to the youth of
Sao Paulo.  There, the President also
had a discussion of future collabora-
tion with the private sector to enhance
corporate social responsibility projects
throughout Brazil.

Presidents Bush and Lula also spoke
a great deal about resolving the dead-
lock over the Doha Round and our
trade representative, Ambassador
Susan Schwab, stayed on another day
to continue her talks with Minister
Amorim and local business leaders.
Progress and reaching a conclusion on
global trade is an important priority for
both our presidents and they are ac-
tively seeking ways of achieving this.

We are at present, experiencing an
intense period in this year of engage-
ment.  Just prior to the landmark bio-
fuels agreement, I signed on behalf of
my government a new science and
technology agreement that extends bi-
lateral cooperation in health, science
and the environment. Immediately
after the March 9 summit, I signed a
bilateral Tax Information Exchange
Agreement with Receita Federal Direc-
tor Rachid, a document aimed at pro-
moting more effective law enforce-

ment, both in Brazil and the United
States.  In addition, we are creating a
Brazil-U.S. CEO Forum to facilitate
business-to-business contacts between
our two countries’ private sectors.
Currently on the agenda are other dis-
cussions on agreements, which would
promote greater two-way investment
and trade.   Other promising areas of
cooperation include joint efforts to
fight scourges such as malaria and tu-
berculosis.

The Presidents also spoke about re-
gional security and Brazil’s leadership
of the U.N. peace-keeping operation in
Haiti.  As with its leadership in the
G20, Brazil has also shown that it is a
leader in security matters.  Brazil and
the U.S. are among the nations that
can offer security to those nations that
are in need of security, yet another ex-
ample of how we are natural partners.
Haiti is also a country where U.S.-
Brazilian cooperation in biofuels can
support a nascent biofuels industry
which would generate greater income
and employment.  Instead of simply
providing aid, the creation of a new in-
dustry and jobs will have the greatest
long-term benefit in that country.
Such a model of joint cooperation can
also be implemented elsewhere, such
as in sub-Saharan lusophone countries
like Guinea Bissau.  We will be signing
a joint statement next week where
both countries will support building
stronger democratic institutions in
Guinea Bissau.  

In many ways, our strategic rela-
tionship is led by our principals.  Presi-
dent Bush and President Lula as well as
the Foreign Minister and the Secretary
have an excellent relationship, based
on mutual respect and sincere friend-
ship.  That relationship will set the
tone in the years to come for our
strategic growth as true partners --
parceiros.  
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The Brazilian Mercantile and Fu-

tures Exchange (BM&F), located in

the heart of the old downtown São

Paulo financial district and connect-

ed on-line with the world, is gearing

up to be a global leader for ethanol

trading. Already one of the world’s

five largest exchanges for agricultur-

al futures contracts, the Brazilian in-

stitution is creating a new dollar-des-

ignated contract for ethanol, and is

looking into opening an off ice

abroad to stimulate business deal-

ings in the fuel.

Last year, trading in ethanol to-

taled 26,400 contracts, representing

the equivalent of 793 million liters.

The outlook for 2007 is to exceed

2006, in terms of volume. The

ethanol futures market is one of the

fastest-growing segments of the

BM&F. In the first two months of this

year 3,332 contracts were traded,

compared with 1,901 in the same pe-

riod last year, an increase of 75.2%.

The BM&F created the ethanol

contract in 2000, initially under the

name of anhydrous fuel alcohol.

Changes now being introduced, ac-

cording to Félix Schouchana, director

of agricultural markets at the institu-

tion, are in line with modifications re-

quested by companies operating in

the sector, and represented within

the sectorial chamber of the BM&F. 

Three changes are planned for the

ethanol contract:

• Currency – the contract will now

BM&F, a global 
reference for the
ethanol market
One of the world’s principal exchanges for
agricultural futures contracts, the BM&F has
restructured its ethanol contract and may open a
new international office to attract foreign
investors.

Central America and the Caribbean.

In practice, several Latin American

countries including Colombia and

Venezuela have already kick-started

their own fuel-ethanol production

programs with support from Brazil.

And Petrobras has been an impor-

tant ally in the process of substitut-

ing gasoline for ethanol. Of the 3.3

billion liters of fuel ethanol that

should be exported in 2007, the fed-

erally-controlled energy giant is ex-

pected to contribute no less than

850 million liters, with most of the

shipments going to the United

States, Venezuela and Nigeria. 

In August 2005, Petrobras signed

a letter of understanding with the

Nigerian government to help that

country install a program for mixing

ethanol with gasoline. A year earlier,

the company made a similar deal

with Venezuela. “We plan to begin

talks with the governments of In-

donesia and Mozambique,” said Sil-

las Oliva Filho. 

To stimulate exports, the govern-

ment-controlled company is expect-

ed to invest around US$750 million

to construct ethanol pipelines linking

the major producing regions from

Senador Canedo in Goiás state to

Paulínia in the state of São Paulo,

where there is a major petroleum re-

finery and ethanol depot. Petrobras

also plans to build ethanol plants in

Brazil in partnership with Japan’s Mit-

sui, in a project involving exports to

that country. The agreement be-

tween the two countries foresees op-

erations beginning 2008, with Petro-

bras estimating that Japan could im-

port as much as 1.8 billion liters of

Brazilian ethanol a year. 

According to Roberto Rodrigues, a

former Brazilian agriculture minister,

the collaboration between private-

sector forces from Brazil and the US

will help foment production in coun-

tries that have very little tradition in

the segment. “In the Americas alone,

the production potential is nearly 200

billion liters,” he calculated. Irrigated sugar-cane: World-beating productivity for alternative energy.

vestors in sugarcane production in

Brazil is still small, about 5% of total

output – 425 million tons for the

2006/07 harvest – but it should dou-

ble by 2012, according to Unica. The

country’s planted area will increase

50% in five years, from the current

6 mil l ion hectares to 9 mil l ion

hectares, generating an estimated

sugarcane crop in the region of 700

million tons. 

The first American company to

make a major investment in Brazilian

ethanol was Cargill. Present in the

country for more than 40 years, the

group bought its first sugarcane-

ethanol plant in 2006 – Cevasa, in

São Paulo state – and is studying

new acquisitions. At the end of last

year, US-based Globex announced it

would inject US$50 million into an

ethanol factory that uses sugarcane

residues and other biomass (leaves,

bark chips and pulp and paper).

At present, most American capital

flowing into ethanol production in

Brazil is channeled through invest-

ment funds and groups. The most re-

cent case was Brenco (the Brazilian

Renewable Energy Company), creat-

ed March. With sales targeted to

both Brazil and the foreign market,

the company has raised US$200 mil-

lion in private capital and plans to in-

vest in the Brazilian Midwest. Among

its original shareholders are Vinod

Khosla, one of the founders of Sun

Microsystems, AOL founder Stephen

Case, Ronald Burkle, who made his

fortune in the American retail mar-

ket, movie producer Stephen Bing

and former World Bank president

James Wolfensohn. 

The Semco Grupo and Tarpon All

Equities, an investment fund man-

aged by Tarpon Investimentos, are

the main Brazilian shareholders. Be-

sides being an investor, former Petro-

bras president Philippe Reichstul is

the CEO of the new company, while

Rogério Manso, also ex-Petrobras, is

executive vice-president for logistics

and sales. 

Internationalization of Brazil’s

ethanol sector began in 2000, with

the arrival of France’s Louis Dreyfus

group. The following year came

compatriot Tereos (formerly Béghin-

Say). With three Brazilian plants al-

ready in operation, Dreyfus recently

acquired another five plants from the

Tavares de Melo group.

Construction boom
Most investors have contracted

Dedini Indústria de Base in Piracicaba

(SP), the largest manufacturer of

equipment for the Brazilian sugar

and ethanol sector. According to José

Luiz Olivério, vice-president of opera-

tions, the company has 43 sugar and

ethanol units under construction,

and has been consulted about a fur-

ther 189 plants. Abroad, Dedini is

negotiating 104 projects, mostly in

Latin America. Three are already

being built.

Central America and the

Caribbean is one of the company’s

biggest markets, since the region

benefits from the Caribbean Basin

Initiative, under which ethanol from

the region enters the US tariff-free.

Producers in the Caribbean can sup-

ply up to 7% of America’s demand

for ethanol. 

The largest sugar and ethanol

company in Brazil, the Cosan group

has 17 plants and is studying

whether to invest in sugar and

ethanol mills in the Caribbean as a

way of gaining a foothold in the US

market. The group has yet to define

its investments in this area, but said

that it is reassessing its strategic

plans for the coming years. Also with

an eye on the US market, the Unialco

group from Guararapes in the west

of São Paulo State plans to invest in

an ethanol dehydration plant in the

Caribbean. 

Unialco president Luiz Guilherme

Zancaner said the investment will be

made in partnership with Colgua, it-

self a joint venture between

Guatemala’s Pantaleón and Manueli-

ta from Colombia. Talks over the fu-

ture plant are already underway, al-

though investments have yet to be

made. 

Two Brazilian companies already

active in the region are Coimex and

Crystalsev. The first operates an

ethanol dehydration plant in Jamaica

with local investors that has the ca-

pacity to process 150 million liters of

ethanol. Crystalsev is a partner with

Cargill in an ethanol plant in El Sal-

vador. 

The new wave of investments in

ethanol plants is not restricted to

Co-chairing the Inter-American Ethanol Commission: Roberto Rodrigues (left), Jeb Bush
and Luis Alberto Moreno.
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The world’s concern about the

environment, which has increased

since the nineties, was one of the

reasons for Petrobras, Brazil’s largest

company by billing and by far the

largest in the country’s energy sector,

to give value to cleaner and safer

fuels. Each day, the so-called alterna-

tive energies are getting closer to be-

coming economically practicable.

Petrobras is already prepared for this

new reality. Sunrays are an intense

permanent source of energy that

does not pollute the ecosystem. In

Brazil, the hot weather and the high

sunshine duration rate throughout

the year constitute a combination

that favors the use of this energetic

source.

The power generated can be

turned into thermal energy (essen-

tially used for heating water) and

photovoltaic energy (the

process in which it is con-

verted into electric energy

by a photovoltaic module

with no intermediate me-

chanical devices). Petro-

bras develops a program

to install thermal solar

units in several units such

as plants, production

fields and service stations.

There are water-heating

systems in use at the

bathrooms and kitchens

of six industrial plants, in-

cluding in the Company’s

head office building in

Rio de Janeiro.

Nowadays, the Com-

pany has an instal led

power of about 100 kW

in photovoltaic panels.

This is the case of the

monitoring equipment of

small oil production plat-

forms, previously fed by

diesel generators, which

needed constant super-

vising. Moreover, the sun

energy has been used in

control systems and ca-

thodic protection for pipes (that

avoid corrosion in the lines), in the

supply of electric energy for instru-

mentation, and in the automatic

start of oil pumping system. 

Wind energy is one of the sources

that have the lowest environmental

impact because it neither uses water

in its production nor creates pollutant

gases. It is possible to generate ener-

gy by aligning this zero-cost fuel with

the current air generators technology.

In the European Union, the electricity

produced by the wind is almost the

same in comparison to the produc-

tion of thermoelectric plants. Howev-

er, in Brazil – given the low water en-

ergy costs – the wind energy compet-

itiveness depends on more research

and development efforts. In January,

2004, Petrobras launched in Macau

(RN) its first pilot unit with three air

generators and installed power of 1.8

MW. With the purpose of assessing

areas for the establishment of new

units, Petrobras keeps wind potential

measurement equipment in around

20 Brazilian locations. 

Volcanoes, thermal sources and

fumaroles (volcano gases emitted

through rock fissures) are known

manifestations of geothermal energy.

The earth’s heat can be employed for

direct uses such as the heating of

buildings and greenhouses or for

electricity production in geothermal

centers. The geothermal energy avail-

ability varies from region to region.

Despite of its low availability in Brazil,

Petrobras is using dry oil wells in Rio

Grande do Norte to heat around

500,000 m3/day of natural gas to be

Clean, renewable energy is 
central to Petrobras strategy
Petrobras remains firmly committed to oil prospecting and production, but
within widened horizons that include natural gas, ethanol, bio-diesel, solar
power and wind turbines.
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Wind turbines: In addition to biofuels, Brazil is
stimulating power generation from alternative sources.

be expressed in United States dollars,

instead of Brazilian reals.

• Place of delivery – this used to

be the major Paulínia refinery and

ethanol depot near São Paulo, where

major fuel distributors are located.

Now delivery will be Santos, the port

where most ethanol exports take

place.

• Delivery time – this will be

greater, with a monthly cycle. Each

contract will be for 30 cubic meters

or 30,000 liters of ethanol at 20 de-

grees Celsius.

“With this new contract, we will

be meeting demand from both the

international and national markets,”

Schouchana said. In the first two

months of this year, ethanol exports

were up 145% over the same peri-

od of 2006, for billings of US$251

million.

Ivan Wedekin, agribusiness and

energy director at the BM&F, said he

hopes to see improvements in the

mechanisms for taxing the contracts,

so allowing ethanol trading to ex-

pand more rapidly. In the past, simi-

lar adjustments have been necessary

in the structuring of contracts for

other commodities.

The contract changes have yet to

be approved by the Securities and

Exchange Commission of Brazi l

(CVM). Expectations are that the

new model will be operational in

May of this year.

Schouchana said it was important

to remember that Brazil is already a

world player in ethanol, both for its

long history of developing the alter-

native fuel and also for the possibility

that now exists to expand the supply.

Seen in this light, he said, it was quite

logical that Brazil should also be a

price reference for the world ethanol

market. “The BM&F has the goal of

becoming a world reference for price

in the ethanol market,” he said.

To this end, Schouchana said he

would not rule out the possibility of

opening a new international office

specifically to deal with ethanol. Cur-

rently the exchange has a representa-

tive office in Shanghai, China which

deals with the soy market.

Schouchana noted that today the

ethanol market is largely focussed on

the United States and some European

countries.

In addition to the China

office, the BM&F also oper-

ates an account in New

York so that non-residents

who deal in agricultural de-

rivatives can make their

daily adjustments and pro-

vide their guarantee mar-

gins. This operation, autho-

rized by the Brazilian Cen-

tral Bank in 1999, could

also be used for the

ethanol futures contracts. 

“This is yet another op-

tion for the foreign in-

vestor,” Schouchana said,

recalling for example that

at some moments through

the year 50% of open cof-

fee contracts are held by

non-residents.

The BM&F has plans to

increase still further its op-

erations in agricultural markets, at-

tracting investment from the major

international players. “Our goal is to

grow at an average annual rate of

25% and for this, one of the strate-

gies is to reduce the tax burden and

cost of trading,” Schouchana said.

As an example of initiatives taken

to encourage trading in ethanol fu-

tures contracts, the BM&F agricultural

markets director highlighted the cre-

ation of the Fund for Operations in

Agricultural Markets (Fundo de Oper-

ações dos Mercados Agropecuários -

Foma). Launched in the second half

of 2006, Foma represents a BM&F in-

vestment of R$50 million – some

US$24 million – to cover risks.

In addition to ethanol, the BM&F

also provides for futures trading in

soy, coffee, beef, cotton, sugar and

corn. In 2006, the exchange handled

trades totaling US$12.42 billion in

1.35 billion agricultural contracts,

representing growth of 23% over

2005. In February of this year these

same markets traded 128,000 con-

tracts, a record volume for the month

with growth of 14.3% over January

of this year.

Fossil and renewable: Oil well in a sugar plantation in Alagoas, Northeast Brazil.
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2006 revenue to R$27.5 bil l ion

(US$13.09 billion). Brazil accounted

for 46.3% of this total, followed by

North America on 41.3%, South

America excluding Brazil 9.4%, and

Spain 3%. In the coming three years,

the Gerdau Group plans to invest

US$4 billion, some US$2.4 billion of

that in Brazil, excluding acquisitions. 

The Gerdau Group came to North

America in 1989 through acquisition

of a steel mill in Canada. In 1999 it

entered the US market by acquiring

Ameristeel, which at the time owned

four mills. “That year, Gerdau’s shares

started trading on the NYSE, which

made the group better known with an

international standard of transparency

and corporate governance,” Johan-

npeter explained. In January 2007,

Fitch Ratings ranked Gerdau as invest-

ment grade. 

Today Gerdau Ameristeel is the

second largest group of semi-integrat-

ed steel mills in North America with

annual capacity for more than 9 mil-

lion tons of steel (within a general

total of 17 million tons) and employ-

ing 9,000 people. The United States is

the country where the group has the

largest presence, with 14 steel mills

(including a joint venture) and 11 pro-

cessing units, in addition to 37 cutting

and folding plants, four of which are

in partnership with other companies.

The largest long steel producer in the

Americas, Gerdau has been in the

business for 106 years with mills

throughout Brazil, Argentina, Canada,

Chile, Colombia, Peru and Uruguay.

Strategy of expansion
Another Brazilian company that

prides itself on technological excel-

lence is Votorantim Cimentos (VC),

one of the world’s 10 largest cement,

concrete and mortar corporations with

25 production units in Brazil and

seven in North America, employing

8,000 people. VC has US$1.5 billion

Some of Brazil’s most traditional

companies are now conquering the

United States market, the most com-

petitive in the world. Gerdau, Vo-

torantim, Embraer, Sabó, Odebrecht

and Companhia Vale do Rio Doce

(CVRD) have all chosen to invest sig-

nificantly in North America, generally

looking at acquisitions and absorption

of technology, creating jobs and rein-

forcing their process of international-

ization. Ratings agencies have promot-

ed various of these companies to in-

vestment grade, thanks to their overall

solidity, sound financial organization

and productive strength.

“Gerdau’s entry to the North

American market was an import mark

in the group’s process of international-

ization,” said André Gerdau Johan-

npeter, CEO of the Gerdau Group

steel conglomerate. In 2006 alone,

the Gerdau group bought four com-

panies via its US subsidiary Ameristeel

– Callaway Building Products, the

Fargo Iron and Metal Company,

Sheffield Steel and Pacific Coast Steel.

Investments in acquisitions totaled

US$1 billion, including the purchase of

a company in Peru

(Siderperu) and a 40%

stake in Spain’s Corpo-

ración Sidenor. 

International growth

helped boost Gerdau’s

Brazil’s industrial presence is 
growing in the United States
Brazilian companies have increased their direct investment in the United
States, motivated by the attractiveness of the market and the need to
internationalizeG
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Success with construction
materials: Left, André
Gerdau Johannpeter of
Gerdau; right,
Votorantim’s Charlevoix,
Michigan plant, part of
the St Marys Cement
subsidiary. 

injected in produc-

tion wells. Thus,

there is less fossil

fuel burning, which

leads to lower costs

and prevents green-

house effect gas

emission. 

Biomass is the generic denomina-

tion for vegetal and animal material

that can be used as a source for the

production of heat or electricity, such

as sugar cane, vegetal oils, wood, or-

ganic dejection or waste from agri-

culture and food industries. The most

usual process for obtaining biomass

electricity is direct combustion gener-

ating the steam that starts a turbine

connected to an electric generator.

Timber direct burning has been the

common way to obtain biomass for

energy purposes in Brazil’s history.

Likewise with the sugarcane bagasse,

largely used in alcohol and sugar fac-

tories for the energy generation. 

Ecological, clean and renewable,

alcohol has been essential to the

country’s energy self-sufficiency.

Petrobras was mainly responsible for

the success of the largest renewable

fuel utilization program in the world,

“Proalcohol”. The project made pos-

sible the addition of 25% of ethanol

to gasoline and the removal of lead,

which generated great benefits to

the environment and to the Brazilian

society.

During this period, Proalcohol

gave Brazil accumulated effective

savings of 778 million barrels of oil

equivalent (BOE) amounting to

US$52 billion, just serving the auto-

motive vehicle market. Alcohol uti-

lization avoided the emission of 644

million tons of carbon dioxide (CO2)

in the atmosphere, which represent-

ed an excellent environmental con-

tribution. 

In Brazil, Petrobras is willing to

provide help setting forth in its 2007-

2011 Business Plan the goal to en-

large its ethanol market share. As a

guarantee to the supply increase,

partnerships in over 40 projects are

being studied.

Biodiesel is produced from oleagi-

nous vegetables, such as castor-oil

plant, the African oil palm, soy, cot-

ton, sunflower, peanut plant and

other seeds, besides animal fat.

Biodiesel is added to conventional

diesel (a petroleum derivative) and

has many advantages concerning the

environment, like a low carbon diox-

ide emission, the absence of sulfur

and a lower generation of polluted

gases which form black smoke. The

addition of 2% of biodiesel to all the

diesel consumed in Brazil is autho-

rized by the Federal Government.

From 2008 ahead, such a mixture

will be mandatory with the percent-

age rising to 5%, allowing the ex-

pansion of this market. Petrobras is

setting up its first three industrial

production units with a production

of 171 million liters of biodiesel per

year. The launch is expected before

the end of the year.

Sugar cane: A
traditional Brazilian
product provides fuel
for the new millenium.
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the best technology used in the sector.

“I believe that all Brazilian companies

that are either in US market or are

now moving into it have a technologi-

cal differential,” said Lourenço Agnel-

lo Oricchio Jr., vice-president and op-

erations director at Sabó USA, a sub-

sidiary of the same-name Brazilian

auto parts company which produces

hoses, caskets and oil seals. “The first

condition for a Brazilian company to

penetrate the US market is dominat-

ing the technology,” Oricchio said. 

In 2006, Sabó billed US$30 million

in the US market. It is now forecasting

trend, albeit still timid, is a sign that

globalization could follow a number

of different paths. In the case of

Sabó, there has been a quiet accu-

mulation of know-how. Founded

1943, the company began exporting

seals to Opel, the German subsidiary

of General Motors, in 1975. In that

same year another German company,

Bruss, began to produce seals using

Sabó technology – and this in Ger-

man, a market renowned for its au-

tomotive technology. 

In 1993, Sabó bought Kaco, the

second largest seal-maker in Europe.

Embraer, Brazil’s world-challenging

airplane maker, has been leveraging

its in-house technology to win a share

of the US regional aviation market. Of

the company’s US$3.8 billion net rev-

enue in 2005, a remarkable 68%

came from the North American mar-

ket, principally the US. The Brazilian

company, now the world’s fourth

largest airplane maker, has two sup-

port and post-sales units in the United

States, one in Nashville and another in

the Hollywood International Airport in

Fort Lauderdale (Florida). These em-

ploy 550 people. 

revenues of US$48 million in 2007,

rising to US$130 million by 2011. This

confidence in its technology has led

Sabó to build a 10,000 square meter

factory to produce automatic trans-

missions seals in Lincoln Town, North

Carolina, which will be inaugurated in

July 2007. Sabó’s total investment in

the plant, which will create 200 jobs,

is estimated at US$25 million. 

It used to be that the technology

flow was almost always from the

Northern to the Southern Hemi-

sphere. The recent reversal of this

Since then its has been selected as a

supplier by almost all the world’s

major automakers. In 2006, Sabó’s

share of the seal market was 40% in

Europe and 80% in Brazil. It also has

factories in Argentina, Germany, Aus-

tria and Hungary. Last year, Sabó

bil led US$300 mil l ion, of which

US$150 million in Brazil, US$120 mil-

lion in Europe and US$30 million in

the United States.

“What makes the US attractive is

undoubtedly that it is the world’s

largest market,” says Oricchio. The

company has accumulated a range of

international patents that sets it apart

from most competitors. “Amongst

other things, we have a patented so-

lution for reducing the friction of a

shock-absorber seal that we spent

years developing in Brazil,” said Oric-

chio. Some Sabó innovations are com-

pletely new to the US market.

For its part mining giant Compan-

hia Vale do Rio Doce (CVRD) concen-

trated 2006 investments in Canada,

where the US$13.2 billion purchase of

Inco was the largest acquisition ever

made by a Latin American company.

CVRD, the world’s second largest min-

ing concern with gross revenues of

R$46.7 billion (US$22.2 billion) last

year, also has a steel mill in the US,

California Steel Industries (CSI), in

Fontana, California. 

These examples il lustrate how

Brazilian companies are making quality

investments in the United States, a

trend clearly destined to accelerate.

According to the Brazilian Central

Bank, total Brazilian capital in the Unit-

ed States has reached US$11 .5 billion,

of which some US$4.3 billion was for-

eign direct investment. The figures do

not include important investments

made by Brazilian companies in 2006. 

Taking on the
US market: Left,
Sabó autoparts
factory, and
Lourenço
Agnello Oricchio
Jr; right,
Embraer Aircraft
Maintenance
Services (EAMS)
in Nashville.

of investments in North America,

breaking down US$1.3 billion in ac-

quisitions and US$200 million in im-

provements to the factories acquired. 

For Walter Schalka, president of

Votorantim Cimentos, opening new

markets is a way of ensuring contin-

ued growth. “Our company’s growth

strategy includes international expan-

sion, be it in markets where we al-

ready have a presence or by establish-

ing a footprint in new markets,” he

explained. In the United States, he

said, one of the advantages is stability:

“US rules are clear and permanent

and that affords an opportunity for

the company to compete in more ma-

ture markets with a degree of quality

and modernity.”

VC is part of the Votorantim

Group, founded in 1936. It is one of

Brazil’s largest corporations with activi-

ties in the cement, mining, metallurgy,

pulp and paper, chemicals, agribusi-

ness and finance sectors. VC reported

net revenues of R$4.7 billion (US$2.23

billion) in 2005. Votorantim Partici-

pações (VPAR), the group’s operational

holding company, has been rated in-

vestment grade by Standard & Poor’s.

For Votorantim Cimentos, internation-

alization began in 2001 when it ac-

quired St Mary’s from the Lafarge

Group in Canada, which owned ce-

ment factories and distribution termi-

nals in the Great Lakes region 

From that point on, Votorantim Ci-

mentos began to gain space in inter-

national markets. Early 2003, it

formed a joint venture with a Florida

company through which it holds 50%

of the capital of Suwannee American

Cement. Later, it acquired control of

S&W Materials Inc., a concrete com-

pany in Jacksonville, Florida. In 2004,

it bought two more integrated facto-

ries from Cemex, another internation-

al operator. “Today we are market

leader in the Great Lakes region with

a 30% share, and we have a signifi-

cant presence in Florida,” the execu-

tive said.

Winning market share in North

identifies professionals with the profile

and potential for middle management

and prepares them for repositioning

as unit managers. “By placing these

people in Brazil, we can release more

senior professionals to work abroad.

Today, we do this in a systematic and

planned manner. Even our trainees are

contracted with an international

focus,” he said. 

Perhaps the same factors, technol-

ogy and professional talent, lie behind

the success of Brazilian construction

giant Odebrecht in selling its construc-

tion and civil engineering technology

to US clients. By June 2006, the sub-

sidiary Odebrecht Construction had

completed a total of 45 projects in the

US focussing on Florida, California

and North Carolina, for a total value

of over US$2 billion. October 2006

ters. The company also built the

Metromover, Miami’s elevated subway.

It was the first government contract

won by a Brazilian company in the

United States. Odebrecht is one of the

main contractors of the Miami Inter-

national Airport, conducting works in

the South and North terminals worth

US$700 million. 

In 2005, the parent Odebrecht

Group billed R$23.4 billion (US$11.1

billion), of which R$6.4 billion (US$3.1

billion) in the engineering and con-

struction area and R$17 bil l ion

(US$8.1 billion ) in chemicals and

petrochemicals. 

Technology as a differential
Carving out a space in the US mar-

ket requires various attributes, one of

which without doubt is dominating

America requires technological exper-

tise and managerial capacity, Schalka

said. “Our state-of-the-art technology

is on par with that of the US and Eu-

rope. We implement intelligent sys-

tems for standardization of industrial

operations and management systems

with a focus on short, medium and

long term results.”

However, all these efforts would be

ineffective without professional talent.

“Internationalization has brought

home to us the need to have pro-

grams to identify global talents,”

Schalka said. A VC Fast Track program

marked the inauguration of the Miami

Performing Arts Center (PAC), consid-

ered one of the most modern events

centers in the US. The US$280 million

project was undertaken by a consor-

tium comprising Odebrecht (45%),

US-based Haskell (45%) and Canada’s

Ellis Don (10%). 

Not too far away from PAC, the

Brazilian company had already deliv-

ered the American Airlines Arena, a

20,000-seat venue where the Miami

Heat now plays, and the Golden

Glades Interchange, spanning 2.5 kilo-

meters with columns as tall as 25 me-

Miami Carnival Center for the Performing Arts: A showcase project in the US. Odebrecht,
Brazil’s biggest services exporter, billed US$2.93 billion in 2005.
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“involvement of private capital is es-

sential for establishing a strong flow

of investment.” Investors will not

hang back so long as they feel there

is serious and real government com-

mitment to the program, Skaf said,

because there is tremendous pent-up

demand, especially in transportation

and energy. “With legal safeguards

and stable investment rules, there is

no doubt that the conditions are fa-

vorable.” 

Private companies can make a

good return, Skaf said, both directly

via public works contracts and from

operating public concessions. These

may offer longer term returns, but

well-planned and well-managed pro-

jects can often demonstrate good

results. 

“The areas PAC covers are impor-

tant for getting industry moving,

their implementation will have a

chain reaction in innumerous manu-

facturing segments from capital

goods to high added-value goods

like software,” he said.

Continued growth
Silvia Maria Calou, executive direc-

tor of the Brazilian Association of

Electric Energy Concessionaires

(ABCE), said that PAC “is focused on

the projects that are really necessary

to meet future demand in Brazilian

energy. She said the power sector of-

fers good opportunities because en-

ergy consumption in Brazil has posi-

tive elasticity - when GDP grows 1%,

power demand grows 1.2%. 

Calou said the PAC “serves as a

launching pad” for institutional and

regulatory solutions that must be re-

solved to provide greater legal safety

for investments. “The plan deals, for

example, with one of the most sensi-

tive themes, which is environmental

licensing, by offering more legal safe-

guards to the extent that it regulates

functions defining who it is that can

license, and that it should be just one

agency instead of the various inter-

ests which currently get involved. We

hope Congress will regulate this

question.” 

To stimulate private participation

in Brazilian logistics, the government

is beefing up regulatory codes that

govern the performance of private-

sector companies in concessions to

construct and manage highways, rail-

roads, waterways, sanitation services,

and so on. It is also increasing the fi-

nancing limit on BNDES lines from 14

to 20 years, with up to 80% finance-

able by the bank, besides a lower

debt-coverage index and extending

the grace period from six to 12

months.

José Roberto Chaves, director of

regulatory affairs at Duke Energy

Brazil, said the US company was

ready to increase investments, and

looking at potential options. “We

met our earnings target in 2006, so

the Brazilian subsidiary gained credi-

bility at headquarters to undertake

new investments.” Duke came to

Brazil in 1999 and acquired eight São

Paulo hydroelectric plants at privatiza-

tion auctions. With accumulated in-

vestments of US$1.5 billion and an

Multiplier effect: Ports like Suape in Brazil’s Northeast are receiving substantial investment to boost capacity and efficiency, with benefits
for the whole economy.

vate, institutional, and international

financing bodies. The government

will also use Public-Private Partner-

ships (PPPs) and the Pilot Program for

Investment (PPI).

The government estimates that

public investment will total R$287 bil-

lion (US$136.6 billion). Of this, state-

owned companies account for

R$219.2 billion (US$104.3 billion)

and federal resources some R$67.8

billion (US$32.2 billion), leaving some

R$216. 9 billion (US$103.2 billion )

for the private sector. 

“By launching this bold infrastruc-

ture program, the government has

demonstrated its commitment to the

productive economy and to society in

general,” said Paulo Godoy, president

of the Brazilian Association of Infra-

structure and Basic Industry (Abdib).

“We believe that PAC can help boost

growth because its focuses on creat-

ing better conditions for investment.”

According to Abdib, a body repre-

senting companies that generate

17% of GDP, project finance and

PPPs can be important for making

PAC a reality.

Armando Monteiro Neto, presi-

dent of the National Confederation

of Industries (CNI) said “PAC is posi-

tive because it puts economic growth

on the national agenda.” He estimat-

ed however that Brazil will reach 5%

annual growth only if the investment

rate climbs to 25% of GDP. 

The government has already an-

nounced some measures to attract

private capital. Finance Minister

Guido Mantega estimates that fiscal

incentives associated with PAC will

reach R$6.6 billion (US$3.1 billion) in

2007 alone, including tax breaks on

the manufacture of computers and

notebooks and investment in civil

construction, machinery, equipment

and infrastructure projects. In 2008,

fiscal incentives should exceed

R$11.5 billion (US$5.4 billion). 

For Paulo Skaf, president of the

São Paulo State Federation of Indus-

tries (Fiesp), the PAC gives cause for

optimism. However, he warned that

BY LUIZ GONZAGA

In January of this year, the Brazil-

ian government announced a Growth

Acceleration Program (Programa de

Aceleração do Crescimento) known

popularly by its acronym PAC, an am-

bitious bid to boost development and

economic expansion. Investments

should reach R$503.9 bil l ion

(US$239.9 billion) over the next five

years. Split into three major areas, the

plan encompasses more than 1,000

projects and will stimulate invest-

ments in logistics and transportation

(roads, ports, airports, railways and

waterways), energy (hydroelectric and

thermoelectric generation, oil, gas,

ethanol and biodiesel), urban infra-

structure (housing, water, sewerage

and garbage collection) and water re-

sources (drinking water and irriga-

tion, among others). Telecommunica-

tions infrastructure is treated as a

separate area with the target of

putting broadband internet access in

all Brazilian schools.

The goal is to raise economic

growth to 4.5% in 2007 and to 5%

as of 2008, against 2.9% in 2006. In

addition to the significant contribu-

tion of the investments themselves,

the resulting projects will remove ob-

stacles to broader economic growth.

Most resources are allocated in the

federal budget and via state-con-

trolled companies like Petrobras, but

the PAC also aims to stimulate private

participation. To this end, both do-

mestic and foreign companies will

have access to financing via the

Brazilian Development Bank (BNDES)

and other public funds (FGTS, FAT

and pension funds) in addition to pri-

Bold planning 
for faster economic growth
The new plan to expand Brazilian infrastructure creates opportunities for
private investment in major logistics, energy and urban services projectsD
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Highway concessions: BR-040, the main artery between Rio de Janeiro and Minas Gerais.
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principal highways where they con-

verge on the former federal capital. It

will also serve the new Rio Petro-

chemicals Complex and the steel

complex at Sepetiba port.

The largest southeast highway

project is the São Paulo Beltway,

being built in four stages. The south-

ern section requires a four-year in-

vestment of R$1.2 billion (US$571

million) to link the ABC industrial re-

gion with Santos port, avoiding the

urban metropolitan region. When

concluded, the Beltway will allow di-

rect access to Santos for cargo com-

ing from the Midwest, the Southeast

and South of Brazil, cutting trans-

portation costs and journey time.

Santos handles about 50 million tons

of general cargo a year. 

Another structural project, the

Nova Transnordestina (“New Trans-

Northeast”) Railroad, will create com-

petitive alternatives for shipping grain

production – especially soybeans –

from the southeast of Piauí and

Maranhão states and the west of

Bahia. It will link with the ports of

Salvador (BA), Suape (PB), Pecém (CE)

and Itaqui, in São Luis (MA). A

branch line is planned to facilitate

gypsum production in the Sertão de

Araripe region of Pernambuco state

and subsequent export via Suape.

The government estimates that

the railroad, which will integrate with

the São Francisco River Waterway,

can carry 30 million tons of grains an-

nually. In a later phase, the Nova

Transnordestina will interconnect with

the now-building North-South Rail-

way, so linking agricultural produc-

tion areas in the Midwest with ports

in the Northeast. The goal is to im-

prove logistics competitiveness

throughout a vast region. Besides

moving grains, fruit and gypsum, the

railroad will facilitate movement of

ethanol and biodiesel, whose produc-

tion is expanding in Maranhão. 

The PAC calls for expansion and

improvement of 12 major ports, be-

sides a National Dredging Program.

Ports handle 95% of Brazil’s exports,

and the government will offer new

concessions for their construction

and operation. In January this year, it

announced that the dredging market

will be opened to foreign operators. 

In energy, the biggest project in-

volves construction of two hydroelec-

tric power dams, Santo Antônio

(3,150 MW) and Jirau (3,300 MW),

budgeted at R$20 billion (US$9.5 bil-

lion) on the Madeira River, between

the states of Rondônia and Ama-

zonas in northwest Brazil.

Such projects are likely to attract

substantial national and foreign inter-

est. “Private power investments have

become more attractive with the PAC.

The environment is favorable. That is

why today we consider the Brazilian

market to be good for investments,”

said Duke Energy’s Chaves, while

ABCE’s Calou said that “foreign pres-

ence in the Brazilian transmission seg-

ment has increased substantially in re-

cent years, both through purchasing

existing companies and via auctions

for new projects.” 

In the oil sector, construction of

Petrobras’ P-53 platform is underway

in Rio Grande do Sul. The responsible

consortium includes Queiroz Galvão,

Ultratec and Iesa, with significant

equipment imports, in particular from

the US. The US$522 million P-53 will

extract and process oil in the deep-

water Marlim East Field in the Cam-

pos Basin (RJ). Capacity is 180,000

barrels of oil and 6 million m3 of gas

a day, with completion due October

2007. Petrobras also has 27 tankers

ordered for delivery through 2010,

besides two super tankers. 

PPPs
What is effectively the first federal

Public-Private Partnership is now un-

derway on federal highways BR-324

and BR-116 in Bahia State, a 637.4

km upgrade which includes construc-

tion of express access to Salvador

port.  Another PPP is for construction

of the 122.9 km Rio de Janeiro Belt-

way, and the first 77 km stretch is al-

ready being auctioned. The beltway is

budgeted at R$800 million (US$380

million). Formed by four existing

highways, the Rio Beltway will link

ports, airports and many of Brazil’s

Investments: A fly-over on the Immigrantes highway, linking the São Paulo metropolitan
region with Santos.

In parallel with the PAC, the pro-
gram to speed up economic growth,
the Brazilian government in March
launched the PDE or Education De-
velopment Plan, designed to boost
quality in public schooling. The PDE
seeks to establish education as a pri-
ority within the country’s overall
growth agenda, and in particular to
reinforce programs that promote so-
cial inclusion. Spending on key pro-
grams will receive an additional R$8
billion (US$3.8 billion) over the next
four years. Main emphasis is on basic

Scientific and Technological Educa-
tion Institutes in several major region-
al cities. These will act as centers of
excellence for training and qualifica-
tion of professionals for diverse sec-
tors of the economy, including basic
education teachers. 

Receiving the PDE from Education
Minister Fernando Haddad, President
Luiz Inácio Lula da Silva said that
“Brazil is in debt to state and federal
education, and this debt must be
paid.”

Haddad said he plans to involve
the country’s two million teachers,
160,000 school directors, over 5,000
municipal education secretaries and
the ministry in a debate about the
PDE. “Above all, we will debate ac-
tions for educational management,
how to avoid school dropouts, school
councils and greater involvement of
families,” the minister said. The PDE
envisages distribution of R$1 billion
in additional resources in 2007, as
well as technical support for munici-
palities that have particularly poor ed-
ucational performance. 

PDE mobilizes education

education, but PDE actions involve all
areas including higher, professional and
continuing education at the federal,
state and municipal levels. 

Among the measures included in the
plan for basic education are:

• Establishing a minimum salary for
qualified teachers;

• Investment in continuous teacher
training;

• Putting computer labs into all
schools; and

• Development of standardized liter-
acy testing for children aged 6 to 8.

The government is also studying
moving towards all-day schooling – cur-
rently most Brazilian children study
morning or afternoon in five-hour
schooldays, with schools running two
shifts. Brazil has approximately 56.5 mil-
lion students distributed across 207,000
schools. For the Education Ministry
(MEC), improving the quality of teaching
is a top priority. 

To foster professional education,
MEC will create Federal Professional,

installed capacity of 2,237

megawatts, it generates 3% of na-

tional power.

For his part Eloi Fernández y Fer-

nández, general director of the Na-

tional Oil Industry Organization

(Onip), noted that “PAC is good be-

cause it organizes investments and

lays down guidelines. This gives the

government managerial capacity and

allows for the establishment of de-

mand and deadlines. By knowing the

demands, companies can better pro-

gram their investment.” He said the

oil and gas sector is already very dy-

namic, growing from a 2% share of

GDP to over 10% through the last

eight years.

PAC infrastructure investments

should stimulate all productive sec-

tors, said Carlos Pacheco Silveira,

president of the Heavy Construction

Industry Union for São Paulo State

(Sinicesp). “Infrastructure investments

have the power to stimulate econom-

ic activity with a fast and positive im-

pact on job creation.” 

Abdib’s Godoy noted that “when

there is interest on the part of the pri-

vate sector, the investments and

management of a service should be

transferred to (private) companies. In

this way the state can concentrate on

serving the needs of the population.”

Upgrading logistics: An inaugural run on the new North-South Railroad (Ferrovia 
Norte-Sul).

Priority for education: Lula with
students in Inhumas (GO) in the
Brazilian Center-West.
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R$ billion

Area 2007 2008 - 2010 Total

Logistics 13.4 44.9 58.3

Energy 55.0 219.8 274.8

Social/Urban 43.6 127.2 170.8

Total 112.0 391.9 503.9

Source: President’s Office/Federal Government 

PAC – Planned investments
through 2010

Port US$ million

Santos - SP 120
Sepetiba - RJ 13
Rio de Janeiro - RJ 20
Itajaí - SC 20
São Francisco do Sul - SC 13

Source: Abdib (Brazilian Association of Infrastructure and 
Basic Industry)

PAC – Ports
The PAC allocates R$2.7 billion (US$1.28 billion) to
expand and improve 12 major harbors, plus R$1.1 bil-
lion (US$524 million) for the National Dredging Program. 

Area R$ billion

Housing 106.3
Sanitation 40
Water resources 12.7
“Light For All” 8.7
Subways 3.1
Total 170.8

PAC – Urban and Social Infrastructure
The PAC allocates R$2.7 billion (US$1.28 billion) to expand and improve 12 major har-
bors, plus R$1.1 billion (US$524 million) for the National Dredging Program. 

Federal highway concessions

Highway - Stretch involved Km US$ millions

BR-153 - MG/SP border - SP/PR border 321.6 213.8
BR-116 - Curitiba - SC/RS border 412.7 220.7
BR-393 - MG/RJ border - BR-116 (Via Dutra) 200.4 158.3
BR-101 - ES/RJ border - Rio-Niterói Bridge 320.1 360.5
BR-381 - Belo Horizonte - São Paulo 562.1 569.7
BR-116 - São Paulo-Curitiba 401.6 636.4
BR-116-376-101 - Curitiba - Joinville-Florianópolis 382.3 533.8
Total 2,601 2,693

Source: Abdib; President’s Office/Federal Government. 

PAC – Highways
The R$33.4 billion (US$15.9 billion) total includes recuperation, duplication or 
construction of 45,337 km, of which 42,090 km via public investment and 
3,247 km private.

Generation – major projects

Capacity - MW US$ million

Santo Antônio and Jirau hydro, Madeira River - RO 6,450 9,500
Belo Monte Hydro, Xingu River - PA 5,681 3,500
Estreito Hydro – TO, MA 1,087 1,300
Mauá Hydro - PR 361 452
Açu Thermal - RN 330 142

PAC – Electric Power Generation
The PAC adds 12,386 MW generating capacity and 13,826 km of transmission lines,
with total investments of R$78.4 billion (US$37.3 billion); 27 hydropower and 21 
thermoelectric plants are under construction, with 34 hydropower stations planning.

Oil and gas – major projects

Purpose/description US$ million

Rio de Janeiro Petrochemical Processing capacity 150,000 BOPD,
Complex - Comperj heavy oil. Plus ethylene, propylene, 

benzene, polypropylene, PET, 
PTA products. 10,000 

Platform P-53 Production 180,000 BOPD 522

Abreu e Lima Refinery - PE Capacity 200,000 BOPD 2,500

Suape Petrochemical Complex PTA and PET plants 862

Acrylic Complex - MG Production of acrylic acid 619

Development of Mexilhão natural 
gas field, Santos Basin - SP 15 million m? of gas a day 2,090

Southeast-Northeast Gas 
Pipeline (Gasene) 1,634 km 7,000

42 oil tankers; 2 super oil tankers Transportation, supply 1,900

PAC – Oil and Gas
Investments for prospecting, production and refining oil, gas and biofuel constitute the
largest block within the PAC: R$196.4 billion (US$93.5 billion) through 2010, with
Petrobras taking a lead role. Private investments in oil and gas through 2011 are pro-
jected at US$12.5 billion.

Railroad – major projects

Project Km) US$ million

North-South Railroad - 
Araguaína/TO – Palmas/TO 358 638

Nova Transnordestina - CE, Construction – 650
PE, PI states Upgrading – 1,150 2,100

Ferronorte - Alto Araguaia - Rondo/MT 206 333

Tutóia Railyard - Araraquara/SP 51 69.5

Ferroanel/Northern loop - SP 66 297

Source: ANTF-National Rail Transport Association 

PAC – Railroads
Of the 2,518 km planned, 211 km will be financed via public investment; 2,307 km 
private. Total investment is R$7.9 billion (US$3.7 billion). 

Airport – major projects

Airport Work US$ million

Guarulhos Capacity expansion - additional
International - SP 12 million passengers/year 519 

Congonhas Upgrade – terminal, runway, patio
International - SP (underway) 100 

Brasília Capacity expansion - additional
International - DF 11 million passengers/year 70 

São Gonçalo do Amarante - RN Construction of new airport 46

PAC – Airports
Airports will receive investments of R$3.0 billion (US$1.4 billion) through 2010,
increasing cargo and passenger capacity at 20 airports. 

R$ billion

2007 2008-2010 Total

Electric power generation 11.5 54.4 65.9
Electric power transmission 4.3 8.2 12.5
Oil and natural gas 35.9 143.1 179.0
Renewable fuels 3.3 14.1 17.4
Total 55.0 219.8 274.8

Source: President’s Office/Federal Government 

PAC – Energy Infrastructure

R$ billion

2007 2008 - 2010 Total

Highways 8.1 25.3 33.4
Ports 0.6 2.1 2.7
Airports 0.9 2.1 3.0
Railroads 1.7 6.2 7.9
Waterways 0.3 0.4 0.7
Merchant shipping 1.8 8.8 10.6

TOTAL 13.4 44.9 58.3

Source: President’s Office/Federal Government

PAC – Logistics 
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